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CHAlI RMAN FREEMAN: Good nmor ni ng,
everyone. | would |like to wel come everyone to
this hearing of the House Local Governnment
Comm ttee. | am St ate Representative Bob
Freeman from the 136th District in Northanpton
County and chairman of the House Local
Government Comm ttee.

| first would like to thank our
host, Representative Don Wal ko, who has worked
with my office to set up this hearing on our
| egi sl ati on, House Bill 2018 dealing with
establishing a fund to conpensate those
communities that have a high percentage of tax
exenmpt properties.

And | also want to thank the folks
here from Pittsburgh City Council for letting
us use their chambers as well as the City
County government for allowing us to hold this
hearing here today.

| would |ike all the menbers up
here to please identify thenselves and their
districts then | have a few brief opening
remarks. And | turn it over to Representative

Wal ko for some as well.
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REPRESENTATI VE SAI NATO: I am
Representative Chris Sainato, | represent
parts of Lawrence County.

REPRESENTATI VE LONGI ETTI : I am
Representative Mark Longietti from Mercer
County, 7th District.

REPRESENTATI VE WALKO: Don Wal ko,
Al Il egheny County.

REPRESENTATI VE READSHAW
Representative Harry Readshaw, All egheny
County, |I'm not a member of the commttee but
t he Chairman graciously invited me to sit at
the table and | thank him

CHAl RMAN FREEMAN: We are happy to
have representatives here fromthis area here
at this hearing. Let nme begin by saying that
today's hearing of the House Local Governnment
Commttee is on House Bill 2018, |egislation
that | introduced along with Representative
Don WAl ko al ong with 40 ot her bipartisan
co-sponsors to establish the Tax Exenpt
Property Munici pal Assistance Fund.

Thi s proposal would provide state

funding to those nmunicipalities in
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Pennsyl vania that have a significantly high
proportion of tax-exenpt property within their
bor ders.

Across our comonweal th communities
| arge and small, urban and rural, cities,
boroughs and township alike contain a
consi derabl e percentage of tax exenpt
properties. \While the tax exenmpt properties
represent the presence of very inmportant
governmental institutions, institutions of
hi gher | earning and not-for-profit medical
facilities that do contribute to the quality
of Iife of the community, they do not
contri bute, however, to the tax base of their
host community in which they are |ocated due
to the tax exempt status.

Practically all cities, county
seats, college towns and communities with
not-for-profit medical facilities have a
hi gher percentage of tax exenpt properties
t hat deprive those communities of tax
rat eabl es.

The vast majority of these tax

exenpt entities are regional assets yet it is
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t he host nmunicipality that is left with the
reduced tax base and strain on |local services
as a result of their presence.

The fiscal distress that many of
our cities and boroughs find thenmselves in is
not the result of poor fiscal management or
| ack of effort on their part to lure new
devel opment to their comunities. Reports by
t he Brookings Institution and the Pennsylvani a
Econony League all point to the increasing
fiscal distress that our cities, our boroughs
and our inner ring suburbs are facing.

The presence of the significant
number of tax exenmpt properties within their
borders can greatly contribute to fiscal
distress due to limted tax base that it
creates. One has only to | ook at those
communities that are under the Act 47
Financially Distressed Municipality Programto
realize the truth of this. Most of the Act 47
communities contain tax exenpt property |evels
from 20 to 30 percent, some even higher, 40
percent. No wonder these communities are

failing when they have to try to provide
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essential services from such an eroded tax
base.

House Bill 2018 seeks to remedy
this situation by providing state funding to
compensate those conmmunities that have 17
percent or nore of their total assessed val ue
of properties classified as tax exenpt. Under
my | egislation the revenue for this program
woul d conme from the dedication of the 18
percent Johnstown Flood Tax that is |evied on
sale of liquor and wine in Pennsylvania and
whi ch generates approximtely $240 mllion in
revenue each year

It should be noted no single
muni ci pality under the fund could receive nore
than 10 percent of the revenues fromthis
program

Communi ti es across our
commonweal th, both |arge and small, are
i mpacted by the presence of |arge amounts of
tax exenpt properties. In my homet own of
Easton in Northampton County roughly 27
percent of the assessed value of all property

is tax exenpt. Small communities such as the
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Bor ough of Clarion and Gettysburg register tax
exempt property |levels of 70 and 80 percent
respectively. Here in the City of Pittsburgh
over 36 percent of the total assessed val ue of
property is tax exenpt.

No community can hope to provide an
adequate | evel of municipal services which
such a limted tax base with out unduly
burdening those Ilimted number of property
owners who remain subject to the real estate
tax. It also beconmes all the more difficult
for a struggling community to position itself
for revival when a community is held back by
overly high real estate taxes that scare
prospective residents and busi nesses away.

My legislation offers a life line
to these fiscally struggling comunities by
providing revenue through the Tax Exenpt
Property Munici pal Assistance Fund that wil
conpensate them for their high levels of tax
exenpt property.

Wt hout this infusion of nmuch
needed funds, many of our state's high tax

exempt property comunities face the very real
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prospect of failing as they fall deeper and
deeper into financial distress due to the
erodi ng tax base. In 1936 the Legislature
enacted the 18 percent Johnstown Flood Tax to
provide much needed relief and revitalization
to a community devastated by a natural

di saster. The revenues fromthat tax are now
needed to come to the assistance of
communities across Pennsyl vania overwhel med by
the fl ood of tax exenpt properties within

t heir borders. Wth this | egislation we can
stabilize hundreds of needy comunities across
this commonweal th and ensure their success for
years to cone.

Wth that | would like to turn to
Representati ve Don Wal ko for some introductory
remarks.

REPRESENTATI VE WALKO: Thank you,
Representative Freeman and | do commend you
for your efforts and |I know you have been
wor ki ng very hard, your commttee staff as
well, Amy and others who are dedicating a | ot
of time to this important issue. And what the

bottom line is, this |egislation would address
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a structural problemin our tax systemin

Pennsyl vani a.

The tax systemthat is in place is
based on an old Pennsylvania, one where wage
taxes fromcity residents and one where real
estate taxes generated by industrial concerns
and others in our urban hubs were the basic
source of revenue for municipalities. And
that certainly isn't the case any nore as
Representative Freeman so el oquently pointed
out .

The problem the structural problem
t hat we have in Pennsylvania was exacer bated
back in 1997 with Act 55 a law called the
| nstitutions of Purely Public Charity. And
when we enacted that, we were hoping for a
quid pro quo, some other kind of relief so at
the same time the State House passed revenue
sharing legislation that died in the Senate.
The institutions of purely public charity
shifted presunptions so when a nmunicipality
chal l enged the exenpt status of some new
construction by a hospital, those presunptions

shifted in a way that made it nore difficult
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to prove that they were not tax exenpt.

And that is a problem that nust be
addressed and | think Representative Freeman's
| egi sl ation would partially do that. This
| egislation also will unite some players here,
small|l cities, small towns, and indeed, the
| arge institutions that are tax exempt. Those
partners should get together and instead of
fighting each other for more payments in |lieu
of taxes from hospitals and universities,
their boards of directors, their main players
should say let's unite with the small cities
and towns throughout the Commonweal t h of
Pennsyl vani a and enact Representative
Freeman's | egi sl ation.

So I'"'mreally honored to be here.
| am not on the commttee either. But with
you as chair it would be a wonderful
experience and | | ook forward to the hearing.

CHAI RMAN FREEMAN: Thank you for
comments and we al so thank you for your work
on this issue previous to the legislation and
for being the third sponsor on the bill as

wel | .
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Wth that | would like to turn our

list of testifiers for the day and call up to
the m crophone our first testifier, Scott
Kunka, Director of the Department of Financing
here in Pittsburgh. Scott, welcone.

MR. KUNKA: Thank you.

CHAI RMAN FREEMAN: Thank you for
your presence and the commttee | ooks forward
to your comments.

MR. KUNKA: Good nor ni ng,
Representative Freeman and nmenbers of the
Comm ttee and Representatives Wal ko and
Readshaw. Thank you for comng to Pittsburgh
today to take our testimony on this vital
issue. And | do thank you very nmuch for
inviting me to speak. | bring you greetings
from Mayor Ravenstahl fromthe City of
Pittsburgh.

Pittsburgh is the regional economc
hub of Western Pennsylvania. As the regional
econom ¢ hub, Pittsburgh is a prime exanple of
the municipality with a substantial tax exenpt
community. The |argest Pittsburgh enpl oyers

are non-profit and governnment entities and
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this has a profound inpact on the city's tax

base. These entities own property that is tax
exenpt and they are al so exenpt from paying

ot her revenue to the city in form of the
payroll expense t ax.

As you can see fromthe chart in
front of you on slide number 1 | believe it
i s.

CHAlI RMAN FREEMAN: Speak into the
m ke.

MR. KUNKLE: l"m so sorry. As you
can see fromthe chart in front of you that
wel | over 100,000 of our regional enployees
work for either the non-profit comunity or
for government enployers. This represents
about a third of the work force of the region.

We do consider these entities
tremendous community assets and we benefit
fromtheir presence in the city, however,
their presence is a |large and growi ng cost --
their presence contributes to a | arge and
growi ng cost borne primarily by city residents
as associated with this |arge tax exenpt

enpl oyment base.
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The next slide is a very

significant slide because it shows the upward
trend both in the total volunme of exenpt real
estate in the City of Pittsburgh as well as

t he percentage of the overall tax base of the
city. The tax exenpt properties now total
about $7.8 billion in assessed val uation which
is roughly about 37.2 percent of city's total
real estate tax base.

These nunmbers continue to rise as
the city's econony become nore focused on the
non-profit and government sectors.

Were all these properties taxable
it would translate into about $83.9 mllion in
tax revenue to the city. Now as everyone
knows they are not making any nmore | and so
there is a finite amount of land in City of
Pittsburgh, therefore, it is next to
i mpossible to reverse this trend, it is a zero
sum ganme as far as avail able property in the
City of Pittsburgh.

And as exenmpt institutions acquire
more property, they can sgqueeze out tax paying

entities. Again, | call your attention to the
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al most $84 mllion in foregone taxes in taxes

and property the city represents. That number
is about 70 percent of the 122 mllion in
property taxes per year that we are able to
col l ect. Mor eover, this amount would fully
fund the entire operating cost of both the
City of Pittsburgh police and Emergency

Medi cal Services Department.

The next slide shows the val ue of
the taxes and property is significantly
understated since the county has no incentive
to maintain an accurate assessment on taxes
and property at this point in tinme.
Pittsburgh's tax exenpt base of 7.8 billion is
split evenly between the non-profit and the
government sectors as you can see by the
acconpanyi ng chart.

As | nmentioned before, we place a
tremendous value on non-profit presence in
City of Pittsburgh and they do many good
t hings for the region even beyond the nature
of their own service. For exanple, you may be
aware of the Pittsburgh Prom se a community

comm tment to help students and fam |l ies of
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16
Pittsburgh public schools plan, prepare and

pay for education beyond high school. This
was a deal brokered by Mayor Ravenstahl,
Superi ntendent Roosevelt with University of
Pittsburgh Medi cal Center.

However, the residents of the City
of Pittsburgh are required to bear a
di sproportionate and continually increasing
share of the tax burden as tax exenpt
institutions expand.

Let me also briefly speak about
anot her side of this issue. There are other
revenue sources that the City of Pittsburgh
has available to it but that are not, that do
not affect the non-profit comunity.
Pittsburgh is also impacted by the exenmption
of the non-profit comunity for the paynment of
t he payroll preparation tax. The State
Legi sl ature enacted this tax in 2005 | believe
was the first year we got it as anoffset for
t he reduction of the Mercantile Tax and the
Busi ness Privilege Tax which were consi dered
more onerous business taxes. This one is nore

a broad-based t ax.
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Again, this tax is assessed on the
gross payroll of enmployers who perform work
and provide service within the City of
Pittsburgh. Non-profit enmpl oyers, however,
are exempt fromthis tax.

Havi ng non-profit institutions been
assessed the full extent of the payroll
expense tax they would have paid about $12.1
mllion in revenue to the city.

We tried to put a little graphic in
on the next slide here. As the major
non-profits thrive, there is greater burden on
Pittsburgh to provide core services such as
public safety and public works. As you can
see by the scale representing the increasing
wei ght and the preval ence of the non-profit
and governnmental sectors in Pittsburgh | eads
to skyrocketing demand and cost for capital
infrastructure and public safety services that
do, in fact, benefit the entire region and not
just the City of Pittsburgh.

And finally, the City of Pittsburgh
and Mayor Ravenstahl's enthusiastically

supports your |egislative efforts to address
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the concerns faced by municipalities with

| arge tax exenpt bases.

This is especially pertinent as our
econonmy becomes more and nmore dom nated by the
non-profit sector. We believe your proposed
bill is a giant step in the right direction
and we stand ready to support it in any manner
t hat we can. Again, | thank you for your
invitation to speak to you this nmorning.

CHAI RMAN FREEMAN: Thank you for
your testimny. We thank you for your
conti nued support for the |egislation. Are
t here any questions from Comnm ttee members?
Representati ve Longietti.

REPRESENTATI VE LONGI ETTI : Thank
you for your testimony. W certainly have
been able to attend all the hearings except
one so far and hear many of the same themes.
| thought you just m ght want to comment a
l[ittle bit you tal ked about how you believe
t hat the non-profit property is under val ued
because there just isn't an incentive.

MR. KUNKA: Correct.

REPRESENTATI VE LONGI ETTI : Do you
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have any sense for the magnitude of that

i ssue?

MR. KUNKA: Well, | would say maybe
about a third at this point in time. Sonme of
t he bigger ones we | ooked at in some detail is
there. And, | mean, | don't blame the county
for it, they have limted resources also for
not taking the kind of effort there, but
probably about a third and the value of the,
not just the property itself but the
continuing i mprovements of the infrastructure
of the properties thenmselves. So we believe
it is significantly understated at this point
in time, yes, sir.

REPRESENTATI VE LONGI ETTI : Al so,
you tal ked about as these non-profits thrive
and grow, it seenms |like we are seeing that
across the comonweal th. The burden on public
safety services and other services increases.
Can you explain that just a little bit, |
mean, do non-profits bring a greater burden do
you think on those types of services?

MR. KUNKA: | don't think they

bring a greater burden than the profit-paying
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busi ness but they do bring the same type of

burden that is there. As the proportion of
t he enpl oyment base shifts towards non-profits
fromthe for-profit sector, this is good in
one sense it is providing employnment and
driving the econonmy of Pittsburgh and the
region that is there. However, there as
people conme in, the popul ation of the city
swells by a magnitude of three times during
t he day, during the workday. Their services,
public safety and enmergency medi cal services,
we still need to maintain the roads and the
streets and provide the water.

Representative Wal ko i s Chai rman of
the Board of Pittsburgh Water and Sewer
Aut hority. The infrastructure needs, |
believe the Governor has a proposal out
recently also the infrastructure needs of
wat er and sewer throughout the seat,
Represent ati ve Readshaw, Chairman of the
ALCOSAN board, that's correct, are trenmendous.

So in order to help these
institutions thrive, we need to provide them

with safe roads, with the infrastructure for
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wat er and sewer with safety services. It is a

synmbiotic effect, but the, we can't -- the
land is finite. As they expand, which has a
beneficial effect, there is also a
correspondi ng i ncrease on the services that we
need to provide.

REPRESENTATI VE LONGI ETTI : Do you
hear the comment at all the chart on the
various Act 47 communities, | have a couple in
my district we will hear a little |later from
mayor of Sharon, the intervention stage, but
t hat designation and the nature of that
situation, how does that tax your police
force? | guess in my mnd it just seens |ike
the crimnal elenment takes a | ook at where can
t hey best get a foothold? They tend to | ook
at some cities in distressed situations to try
to do that.

MR. KUNKA: Well, with all due --
commenting on the situation of the crim na
activity in the city may be best left to our
Chi ef of Police. My purview is more in the
financial area. It is my understanding that

the crime statistics are actually down for the
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City of Pittsburgh at this point in time.

We have been able to -- Mayor
Ravenst ahl has actually increased the size of
the police force by 100 officers in the | ast
16 nmont hs that he has been in office. So,
while we don't believe that crime is gaining a
| arger foothold, the cost to combat that has
i ncreased very dramatically. You put 100
officers on and everyone knows police officers
are important and necessary, but they are
expensive also. And they also carry |ong
material liabilities.

REPRESENTATI VE LONGI ETTI : Thank
you, M. Chair man.

CHAI RMAN FREEMAN: Any ot her
member s have any questions?

REPRESENTATI VE WALKO: | have a
couple nysel f.

CHAlI RMAN FREEMAN: Representative
Wal ko.

REPRESENTATI VE WALKO: Thank you,
M. Chair man. Scott, regarding the PWSA and
you are on the board as well, Pittsburgh Water

and Sewer Authority, it is true our
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infrastructure needs have al so been increased

because of the shift from al ong the
riverfront, the industrial uses to now the
hospital community in Oakland and ot her
focuses. Would you comment on that?

MR. KUNKA: Well, | mean that is
absolutely true, | guess maybe one way to | ook
at it is these institutions are heavy users of
the water and sewer infrastructure that may
have been a book store or a pizza shop that
has a certain need but a hospital has a
gigantic need for clean, fresh water on a
demand basis and al so generate a | ot of waste.
So | think that's -- |let me do say that these
taxes or institutions do pay for their water.
So, it is not a free ride as far as that is
concer ned.

It places a burden on the systemto
get them the water that is necessary on
demand. They cannot have a situation where
t hey do not have access to the water. That
pl aces a burden on the PWSA to make sure the
infrastructure is in place to provide.

REPRESENTATI VE WALKO: | wonder ed
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regarding the $52, | can't remember the nane

of it emergency --

MR. KUNKA: Local Services Tax now.

REPRESENTATI VE WALKO: Local
Services Taxes, would you coment on the
benefit of that to the City of Pittsburgh or
how hel pful was it? | just want to point out
that | think there are roughly 450
muni ci palities in Pennsylvania that have
enacted it even though it was always billed as
Pittsburgh's quote, unquote bail out.

MR. KUNKA: Of course we greatly
appreci ate anything the State Legi slature can
do to inmprove our tax base. And this was a
five-fold increase in the previous amount
whi ch was $10 which was enacted in the 1960s
at some point in time. However, the
Legi sl ature did change the met hodol ogy of
collection for this current year. It has cost
the city, we believe it is fair, but it has
cost the city some revenue that is associated
with it. We are still in the first year of
it, the first quarter actually, so we are

hearing some, some gruntles | guess,
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di sgruntles, from the enploynment comunity as

far as the record-keeping burden doing this on
a weekly bases as opposed to quarterly or a
one time shot.

We will nonitor that situation and
see how it goes. Ri ght now the nmoney is
comng in, it is just | think it is more
burdensome on the record keeping, especially
for small enmployers at this point.

REPRESENTATI VE WALKO: Thank you.

REPRESENTATI VE READSHAW No
guestions, just a coment.

CHAI RMAN FREEMAN: Before we get on
to Representative Readshaw, |I'mtold
Counci |l man Bruce Kraus was with us earlier. I
apol ogi ze for not bringing that in. Oh, and
Don Wol f, Chief of Staff is here. Good to
have you. Thank you again for using these
facilities. ' msorry, Representative
Readshaw.

REPRESENTATI VE READSHAW That' s
quite all right. | don't have a question. I
just obviously want to thank Director Kunka

for being here today and expressing the
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adm ni stration's support of this |egislation.

I'ma lifetime resident of the City of
Pittsburgh and have seen so many changes from
a great manufacturing center to where, in
fact, we are at this point in time in history.
| just wanted to thank you and the
adm ni stration for being here in support of
this. Obviously, we have been tal king about
in subject for a number of years and seen
many, many changes taking place in
munici palities. And it is time to act, it is
time to remedy this problem  So thank you
once again for being here.

MR. KUNKA: Thank you, and we
realize there is this proposed source of
revenue fromthe state's General Fund at this
point in time, one of the things |I think is
uni que and brilliant about it, it is not, we
are not enacting, trying to take nore revenue
of f somebody el se. These are existing sources
of funds that are already out there. So, |
think it serves many purposes that way.

CHAI RMAN FREEMAN: M. Kunka, a

couple foll ow-up questions. Representative
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Longietti alluded to the issue too of how we

assess the value of non-profits. That issue
has come home to me, we had the hearing in ny
homet own of Easton the Mayor pointed out that
Laf ayette Coll ege which has a tremendous
amount of property in the City of Easton |
think has a total assessed value of roughly 20
mllion. In actuality, the |ast couple of
buil di ngs that they built probably exceeded 60
mllion. So is it your feeling that if we
enact this legislation, it will added
incentive on the part of the counties to have
more accurate assessnment ?

MR. KUNKA: No question, that with
be the case. Now I think the addition of
necessary resources to acconmplish that would
be a prudent use of funds that are avail able
to do that. | think it would benefit
everybody to have a nore accurate idea of what
t hese properties are currently valued at.

It is very difficult, and I
understand why they don't go. The hospital,
even if you sold it on the private market, you

know, what is the intrinsic value of that.
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So, | think that it will for our own purposes

and for our own data collecting purposes, when
we di scuss these types of various |legislative
initiatives to have accurate data is obviously
the key to be able to enact decent proper
public policy.

CHAI RMAN FREEMAN: | think one of
the points to be made about that as well is
the fact once we have a nore accurate picture,
it could conceivably have this |egislative
drive nore dollars into these urban
communities.

MR. KUNKA: That's correct.

CHAI RMAN FREEMAN: Have you seen
the trend over the | ast few years,
understand somet hing that is happening in ny
community, but other communities that are
affected by this issue, where a | ot of these
non-profits are expandi ng, they are buying
more property, they are building nore
buil di ngs which is good news fromthe
st andpoint of their success as an institution,
but again, when it takes nore property off the

tax rolls and | owers base, are you seeing that
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trend in Pittsburgh.

MR. KUNKA: No question about it,
that is where the doubl e-edged sword, the
Uni versity of Pittsburgh Medical Center is
buil ding the, a new Children's Hospital in
Lawrenceville section of our town. This is a
very beautiful, very necessary, very | arge
institution that is going there. And
literally entire city blocks are being devoted
to the devel opment of this institution.

Many of the properties in those
city blocks were formerly tax-paying
properties that are there. So, while the
public good is being served on the one hand by
state-of-the-art hospital for the children of
the region, in fact, probably worl dw de kind
of reputation, on the other hand, we still
need to provide services to that institution
and the tax-paying properties around it are no
| onger tax-paying properties.

CHAI RMAN FREEMAN: | noted that
t hrough the efforts of the city and others you
probably have been a nore successful than any

community around the state in trying to get
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non-profits to provide some type of payment of

t axes. | think that is great. W should
continue to do that regardl ess of the passage
of | egislation.

One of the things | tried to
emphasize in the legislation is | think it
hel ps to reduce the tension that often exi st
bet ween comunities and non-profits. W al
recogni ze these are inmportant institutions to
have in the community. They contribute to the
enpl oyment base, they contribute to the
quality of life, they truly are val uable
assets for this community, but also for the
region at large. So |I know you as a
muni ci pality welcome their presence here.

But, you al so have at the end of
t he day have to provide police protection,
fire protection and code enforcement. It is
difficult to do.

MR. KUNKA: That's right, I'm
sorry, sir, and it is a matter of
predictability and reliability. We wel come
the Pittsburgh Public Service Fund and

contributions they have made over the | ast
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three years and they are reorganizing and

reconveni ng for another comm tment to the
city. But, we do not know the amounts in
advance. We only know at the end of the
quarter what we woul d have.

We don't know how long it wil
continue so it is very hard to plan in a
rational basis for the out years without
knowi ng a stable source of funds.

CHAI RMAN FREEMAN: Sure, the debate
needs to continue on how we eval uate what is
truly tax exempt and to revisit, for example
Representative Wal ko referenced, | think one
of the benefits of this legislation and | ask
your opinion as well, if we were are to at
some point able to increase the products made
by property, one of those concerns | have is
many of those institutions if they are capable
of , not necessarily education, but medical
facilities m ght decide to move their
operations to a township where they will not
be hit.

So, in a way this kind of prevents

them from fleeing the city just as the
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commerci al base facilities at one time and the

i ndustrial base fled the cities at one tine.
MR. KUNKA: Well, one idea that
could be possible as this piece of |egislation
is refined and moved on is, we, | had
testified some nmont hs ago regarding Act 55 as
Representative Wal ko menti oned before, |
believe it was the Senate Finance Comm ttee,
Senator Brown | think it was. About how the
original intention of that |egislation over,
has sort of morphed something into something
t hat wasn't really, the intent that was there.
So, if there is some coordinated
action that maybe sonme dollars that m ght have
come out fromreform of Act 55 be placed into
this fund sort of to increase the pool
avail abl e and have that sort of, the sanme kind
of thing where it is not logic, well, | wil
just take nmy business and nmove it here,
what ever, you really can't escape, it is a
state-wi de kind of a situation. If we work on
both ends of those, the Act 55 really has as
the Representative said, we had a high of

about $5 mllion in payment in |lieu of taxes
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in agreements with institutions. W are down

now t

i ncen

sir,

t hi nk

o about $600, 000.

There is literally no

tive for themto continue to contri bute.

CHAI RMAN FREEMAN: No | everage.

MR. KUNKA: No | everage at all,

that's correct.

CHAI RMAN FREEMAN: In terms of |

one of the things

| envisioned with this

| egislation is the opportunity to stabilize

our ¢C

conmu

your

of fi

a bet

ommunities, particularly our older

nities, the others

are affected. s it

opinion as well that creating this kind

nancial stability will put Pittsburgh in

ter position to lure nmore peopl e back

into living in its old neighborhoods too maybe

even encourage certain comercial industrial

proje
bur de

base?

cts to revisit the

n won't be as high

city because the

on them as far as tax

MR. KUNKA: Ri ght, an individua

t axpayer the burden wil

be | ess as |

mentioned in my presentation. These are the

ml es

sewer

of roads, the mles of water |lines and

lines, they are st

i1l there. They don't

VWEBER REPORTI NG

Pi tt sbur gh,
(Phone) 412-401-6226

Pennsyl vani a
(Fax) 410-821-4889



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

34
change but the amount, the universe of people

who are paying for them do. So | mean that is
obviously the ultimte goal that we are going
here, the Mayor passed a tax exenpt, has
proposed that City Council pass a tax
exemption program for downtown |living in the
city and several neighborhoods that are out
there. So we believe that it is the
popul ati on, the people who are paying the
taxes as that increase that produces
stabilization.

As | said, what we don't have right
now is any type of predictability of what the
non-profit comunity will give us. \When you
have predictability, you can make plans for
the long-term

CHAlI RMAN FREEMAN: Thank you very
much for your testimony. Any other questions
from members? |If not, thank you. Once again,
t hank you for your support of the | egislation.

Our next testifier is City Manager
Curtis Davis fromthe City of Johnstown.

M. Davis, good to see you again

MR. DAVI S: Thank you.
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CHAI RMAN FREEMAN: Thank you for

comng to testify before the commttee. Begi n
when you are ready.

MR. DAVI S: First of all, I would
like to thank you for you know introducing
this | egislation. It is certainly something
the City of Johnstown hopes is successful.

And | would like to go on the record that we
don't get any of that Johnstown fl ood tax.

CHAI RMAN FREEMAN: Despite the
name.

MR. DAVI S: Despite the nanme.
get asked that all the time.

REPRESENTATI VE WALKO: | understand
Ed Wbj naroski introduced a bill to make it all

go to Johnst own.

MR. DAVI S: He may have. I will
have to tell himthat. | have a prepared
st atement . | hope everybody has had a chance

to ook at it.

The City of Johnstown is actually a
m ni Pittsburgh in just about everything
Pittsburgh had to say here, you will hear ne

reiterate. The City of Johnstown is an Act 47
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muni ci pality. Went distressed in 1993. One

of the reasons in the original recovery plan
they said that the City of Johnstown was at
about 40 percent tax exenpt properties.

As you | ook at it, you can see that
we've in that time period grown to 49.9
percent. So, every other property in the City
of Johnstown is tax exenpt which puts quite a
burden on our taxpayers. W have increased
our, you know, property taxes but you just
can't keep going back to the property tax
owners to pick up that tab

The city took the hospital, we had
at that time three hospitals in the City of
Johnst own and we took themto court in 1994 to
try to get sonme kind of arrangenent. As a
settl ement out of court they come up with a
pi |l ot agreenment, and the three different
hospitals at that time agreed to pay the city
$250, 000 in payment in lieu of taxes.

The settlement al so contained a
cl ause which basically said that as additiona
properties were purchased, because as

mentioned in the City of Pittsburgh land is
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finite, we are | andl ocked and even when

econom ¢ devel opnent people want to cone in
and say, we would like to move into the city,
they | ook at us and say we need a two acre
lot. Well, finding a two acre |lot within the
city is very difficult. It is hard on
econom ¢ devel opment people.

What happened was the clause was
put in, however, from 2000, from 1999 until
2000 current, there has never been any kind of
increase in that pilot payment even though
t here has been a drastic increase. |In that
time period we went back and | ooked they had
pi cked up 36 additional properties and there
was no adjustment ever made. Once nore, going
back to what the City of Pittsburgh had to
say, when you are in a pilot situation, you
are kind of begging, you know. And you are
goi ng up and saying yeah, we will pay this
portion we don't really have to. Then we have
to go to court and it gets a little messy.

In 2006 our regional health system
and | would like to point out that we have a

very good health system Once nmore, it is a
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regional health system | went in to speak

about a month ago to all of our business
| eaders about our financial condition. And
the first thing I told them | said we |ooked
at the health system as a regional asset, we
| ooked at the YMCA as a regional asset, we
| ook at Goodwi || as a regional asset, the
Association for The Blind is a regional asset.
| said what you need to start doing
is |looking at your city as a regional asset.
Because what happens is, when it conmes time
just like Pittsburgh you want to hold your
Chri st mas parade, Hall oween parade you want to
come down to your big ball game, you come down
to the city and everybody gets back in their
car drives out to a suburban municipality with
vol unteer firemen, part-time policemen, and it
is an issue for us. W are carrying the
burden here.

So | made that presentation to the
busi ness community because |ike Pittsburgh, we
grow by about 7,000 people whenever, during
the day for workers. So there is an

addi tional burden or our police and fire. W
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turned around with our health system and the

health system you have in place Conemaugh

Heal th System bought out the other two
hospitals. And when they bought out the other
two hospitals, they refused to pick up the
pil ot paynment. So | actually went from

$250, 000 in pilot down to $160,000. So | had
a drop of about 30 percent in my payment while
my costs were going up drastically.

So you see what we had, the current
assessed val ue of the, just the hospital
properties, comes to about a little over 44
mllion. And if they were in taxation, they
woul d be paying about 1.7 mllion so it
equates to about nine percent payment of what
woul d be paid.

The city and school district
recently chose 19 properties that we felt we
shoul d question under Act 55, that did not
meet the purely charity. We went before the
Assessment Appeals Board and actually were
quite successful. The Assessnent Appeal s
Board turned around and determ ned that out of

the 19 properties | think you have a sheet
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attached and they show one, two, three, four,

five, six, seven of them should have been 100
percent taxation, others 50 percent, others 25
percent. And that just on those properties we
shoul d be getting $242,548 in taxation.

That is expected. The hospitals
challenged this in court. W are still trying
to negotiate a settlement. They are basically
telling us they really don't want to pick up
t he additional 90,000 that we | ost when they
bought out the UPMC facilities in Johnstown.
So, that kind of puts us in a bind with
decreasing revenue income. And in 2006 our
tax exenmpt properties actually exceeded our
t axabl e properties. If you look in the sheet
t here.

In 2006 it came to, our taxable
assessed value was 133,698, 000 and our tax
exempt came in at 134,342,000. The
Association for The Blind comes in every year
at the end of the year and gives us ten or
$11,000 if they have a good year. A couple
churches send in, you know, 100, $150. But ,

you know, our major enployers really don't.
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And the other side of that is, our

maj or enpl oyers al so have some good payi ng

] obs. Then what happens is they turn around
and they | eave and we don't get the earned
income tax. So we | ose that noney al so.

There is, like |I say, a burden on
our police and fire.

So, that's where Johnstown is right
now, struggling.

CHAI RMAN FREEMAN: Thank you for
your testinmony. Any questions by the menbers?
Representative Longietti.

REPRESENTATI VE LONGI ETTI : Thank
you, M. Chairman. Thank you for your
testinony.

Do you have any sense, we heard
this in some of the other communities, but do
you have any sense for what the property tax
burden is in Johnstown for the folks that are,
you know, either residents or businesses not
non-profits in conparison to the comunities
t hat surround Johnstown?

MR. DAVI S: Yes. \What happens is

when you | ook at our m Il age, and our people
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even passed a referendum took the cap off.

So our mllage in the City of Johnstown, we
have increased it, and it is now at 42.4
mills. You know, and when you go to most of

t he surroundi ng nmunicipalities, you know,
theirs are more in the realmof nine to
probably the maxi mum of 16 m |l s. So even at
that point if you are a business, you are

sayi ng, wow, about com ng in, because they are
carrying that extra burden.

REPRESENTATI VE LONGI ETTI : We heard
simlar | think in Gettysburg, | believe that
we heard the Mayor of Gettysburg for his home
actually paying significantly nore in property
taxes than Wal-Mart pays in the surrounding
t ownshi p.

CHAI RMAN FREEMAN: True.

REPRESENTATI VE LONGI ETTI : | want ed
to get a sense. Thank you, M. Chairman.

CHAI RMAN FREEMAN: Thank you,
Represent ati ve. Representative Wal ko?

REPRESENTATI VE WALKO: Thank you,
Representative Freeman. M. Davis, | was

| ooki ng, you have these appeals pending and |
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was curious, if it is too detailed, that is

okay if you don't want to go into the
| egalities. But you have one parcel that is
$1.6 mllion and the assessnent appeal you won
said 100 percent taxable. What was that
property?

MR. DAVIS: That is actually a, it
is interesting because it is actually a
property which they went into a joint venture
with UPMC. And the reason they put in
taxation was if you |l ook at the |egislation
what was determ ned you really can't transfer
your tax exenpt status. So, even though it is
a facility you now | eased to anot her
non-profit, and that is what was determ ned
there, they leased it to another non-profit,
and therefore, they said that tax exenpt
status cannot be transferred even if it is to
anot her tax exempt. So it is a medical
facility for cancer treatnment.

REPRESENTATI VE WALKO: And t hey
have appealed that ruling, is that correct?

MR. DAVI S: Yes, they have.

REPRESENTATI VE WALKO: Do your
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attorneys give you any indication as to
whet her that will be a successful appeal?

MR. DAVIS: Well, the, we are still
trying to negoti ate. But what happened in the
assessnent appeal is the hospital has taken a
pretty strong stand in saying state-wi de they
are getting a | ot of support fromthe hospital
associ ations that will help them even cover
their costs, you know, of going to court which
puts us in a really, you know, sensitive
situation. W don't have deep pockets.

REPRESENTATI VE WALKO: | guess what
|'m getting at is under Act 55 perhaps that
appeal has become nore feasible as opposed to
prior to Act 55 they m ght have been bl own out
of the water and not even thought to appeal,
that is what |I'm wonderi ng.

MR. DAVIS: Absolutely, Act 55
certainly had an inpact on this decision.

REPRESENTATI VE WALKO: That al so
goes to the $1.3 mllion parcel, | would
t hi nk.

MR. DAVI S: Uh- huh. A | ot of

these, if you look at them a |lot of these are
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what i s happening we are trying to make that

whol e decision as to what is taxable, what is
isn't, what is non-profit, what is profit, and
| don't know about here but in our facility
what i s happening they are spinning off, they
bring doctors in, they will buy a building
take it out of taxation and then turn around
and they will rent the building and tell the
doctors they have to rent fromthem then they
get the rent back. You know, and then the
guestion is what is for profit and what isn't
for profit and which arm are we | ooking at
here.

REPRESENTATI VE WALKO: See | fear
t hat the presumptions were shifted by Act 55,
maki ng the appeal by the municipality more
difficult. But | don't hold nmuch hope out for
substantially amendi ng Act 55 given the power
of those institutions.

| think, I don't know if you would
agree, it would be better to have those
institutions on your side advocating for the
Freeman approach

MR. DAVIS: Absolutely. Because,
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li ke you said with Act 55, the stance has

pretty nmuch been that our m ssion station is
our m ssion statement for our parking garages,
you know, for our office buildings and,
therefore, they are all, you know, tax exenpt.

REPRESENTATI VE WALKO: You have a
new Point Stadium 1is that correct?

MR. DAVI S: Yes.

REPRESENTATI VE WALKO: That is
opening this year?

MR. DAVIS: Yes, we actually built
a new Point Stadiumwith the state hel ped us
out quite a bit on funding although we put
some nmoney in, and yes, it has opened to rave
reviews with the Triple A which is a |arge
amat eur baseball tournament with people com ng
in fromDetroit, New Orleans, New York,
Bal ti more, Washington. That worked out quite
wel | .

REPRESENTATI VE WALKO: That is an
exenpt facility?

MR. DAVI S: Ri ght, that is owned by
the city. But in the case of the Point

Stadium we are | ooking to actually get our
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revenues back on that.

REPRESENTATI VE WALKO: Gr eat .
Thank you, M. Davis.

MR. DAVIS: Any other questions?

CHAI RMAN FREEMAN: Yes, a couple
foll ow-up questions nysel f. Getting back to
the Iine of questioning by Representative
Longietti, Johnstown, of course, is an Act 47
community as you know and has been since 1993,
| guess.

MR. DAVI S: Correct.

CHAI RMAN FREEMAN: It is in the
course of the work we have done on this
| egi slation it has become abundantly cl ear
that no community that has ever gone into Act
47 has ever gotten out of Act 47. And, would
you say one of the fundamental reasons that is
S0 because although Act 47 tries to help
communities with state support and some
measures in dealing with structural problens,
shy of invigorating the tax base, there is
little way you will ever get out of Act 477

MR. DAVI S: Ri ght. The way out of

Act 47, obviously, is through econom c
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devel opment. And, just to give you an idea,

it is not that we haven't had econom c

devel opment, you go back | ook in 2006 we
actually saw probably about $22 mllion worth
of, you know, either improvement or new

buil ding. W have |like Pittsburgh been able
to go froma rust belt city to getting some
technol ogy call defense appropriation

busi nesses within the city limts. But, you
know, it is not a catch-up gane. Because |i ke
| said, in Pittsburgh, we don't have for a

| arge facility to come in that really is going
to put us over the top, we just can't come up
with two acres.

You know, all of our parcels we are
trying to buy and redo nei ghborhoods where we
do a lot of demolition work so we come up with
a couple of lots and we take the |ots and we
try to get a business to cone in, they are all
smal | businesses. We have a couple new
bi osci ence industries that come in. But |ike
you said, our econom c devel opnent has been
somewhat, but not enough, you know, to take us

over the top and without the property tax
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revenue which has been flat, even had a slight

decrease over the last ten years, and that is
with -- | know nyself, just in the last three
years | trimmed at | east 15 positions off.

We have gone from about 202
enpl oyees and | have taken it down to,
actually 20, down to 182 enpl oyees over the
| ast three years. W are still --

CHAI RMAN FREEMAN: W th reducing
t he enpl oyees, |'m sure that you can't help
but fall behind in ternms of some of your
mai nt enance requirenments, code enforcement,
all the things that help keep the city stable.

MR. DAVIS: Well, the group that
gets hurt the worst is our Public Works
Department, right. Then you have your paving
and we are falling behind because the | ack of
funding i n our paving. | mean, it is really
difficult. At maxi mum we pull noney out of
CDBG funding. And we may come up with, you
know, 150 max $200,000. Well, that won't,
that will get you about a mle or two in
pavi ng, you know, with oil prices.

CHAI RMAN FREEMAN: It is alnmst as
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if you face the initial problemthe eroding

tax base because the industry has gone to the
burbs, commercial districts have been repl aced
by suburban malls, you | ose revenue fromt hat
st andpoi nt. You are left with an eroded tax
base as the not-for-profit entities consune
more property. That forces you in order to
mai nt ai n an adequate | evel of services to
rai se your mll age, which then becomes a
disincentive to attract any industry, business
or comerce but it is essential for you in
order just to just keep your ship afloat?

MR. DAVIS: That's correct.

CHAI RMAN FREEMAN: Then you have
t he added problem you have to scal e back your
nunber of people in essential services |ike
public works or codes or something |like that
which then puts themin a position where they
cannot necessarily carry out their m ssion
which is critical to attract more industry and
busi ness in your community.

MR. DAVI S: Coul dn't have put it
any better nyself.

CHAlI RMAN FREEMAN: A no-win
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situation, | would say.

MR. DAVI S: Yes.

CHAI RMAN FREEMAN: One of the
things too, |I think we need to recognize is
Governor Rendell has been very supportive and
generous to our older comunities as far as
capital projects. | can't recall a previous
Governor who devoted so much of our cap money
to really good urban revitalization prograns
across the comonwealth. That is a long-term
gai n.

You hope to reap benefits all the
time as that creates somewhat of a tax base,
maybe a buzz and some econom c devel opnment.
Your needs now are present short-term in
terms of being able to maintain your police
force, Public Wrks Department your code
enforcement, fire department. You need nobney
for those general operating costs.

MR. DAVIS: That's the problem
The state has been very generous |ike you said
to third class cities. They come in they | ook
at it, Governor Rendell has hel ped us out on a

| ot of our cap projects. But like | said,
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some of those are at |east three or four years

down the road before we get any revenue
gener ati on. In the meantime, we have
operating budget costs that have increased
dramatically and that is the part of our
budget that is killing us, the operating
budget .

You know, and like | said, with
police and fire basically constitute 60
percent of my budget, ny operating budget and
85 percent of nmy budget is personnel costs.
That is even with trimm ng.

CHAI RMAN FREEMAN: One of the
beauties of this proposal, it allows those
muni ci palities affected 100 percent tax exenpt
to utilize the revenue we generate and send to
them for the operating costs that you have no
ot her way to maintain them

MR. DAVIS: W even did a study and
presented it as to the number of fire calls.
| think it actually averages out to probably
at | east somewhere around 100 fire calls a
year to the hospital facility.

CHAI RMAN FREEMAN: Thank you for
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your testimony and support for the

| egi slation. Any other questions of menmbers?
Again we thank you and appreciate you com ng
from Johnst own.

Our next testifier is Rich Herman,
borough council menber and Cl ari on Borough and
al so joined by Nancy Freenock, borough
manager. Welcome to both of you, thank you.
Begin your testimny whenever you are ready.

MR. HERMAN: Thank you, Chairman
Freeman. Representative Wal ko, | don't have
your name spelled correctly in first paragraph
so | certainly apologize for that.

REPRESENTATI VE WALKO: | forgive
you.

MR. HERMAN: Thank you very much.

CHAI RMAN FREEMAN: Very gener ous.

MR. HERMAN: It has been
interesting before | would |like to read our
testi nony in. It is interesting listening to
the first two cities or towns testifying
because it is really not dissimlar, although
the nunmbers m ght be different, in having

tal ked prior to the beginning of the hearing
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about Gettysburg other smaller communities

such as Clarion that we face a |lot of simlar
things. And |I notice in listening to some of
t he questions that you asked this morning that
| think a |lot of the things that you are
asking we do have in our direct testimny here
t hi s morni ng. So | think it will show really
where a small community and a | arge conmmunity
can be so simlar in this particular

situation.

So, again we want to really thank
everyone for putting this bill together. W
are so happy to be here.

Again, nmy name is Rich Herman | am
a borough council menmber and chair of public
safety in Clarion and Nancy Freenock, our
borough manager, is with me today.

And we are certainly excited to be
here in support of House Bill 2018. And you
m ght want to know, people m ght ask why, and
it is pretty sinple. We feel in Clarion we
built the perfect storm of tax exenpt
properties.

Our perfect storm adds up right now
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current is 70.7 percent of the total assessed

property value. W feel this presents an
unfair tax burden on Clarion Borough taxpayers
t hat must be addressed. Just to tell you
about, a little bit about where we are from
Clarion Borough is |located two mles north of
exit 62 and 64 off the interstate. From
Pittsburgh we are 75 mles northeast of the
city and |lies on a plateau above a great curve
in the Clarion River which is some information
that | was able to pluck out from a
publication, that gives a panorama of the
river and the rolling Allegheny Mountain
foothills.

The Borough of Clarion was
i ncorporated April 6, 1841 and spans 1.49
square mles according to 2000 U.S. Census
Bureau and has a popul ation of 6, 185. Clarion
Uni versity a major part of our community has
approximately 5,000 students |ocated right in
Clarion on the a sl oping canpus. Cl arion was
named Pennsylvania's Outstanding Community in
1997. Borough citizens are prideful that

Clarion is the quintessential American small
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town, offering wi de range of enpl oyment,

support service and cultural opportunities.

Clarion University is the | argest
enpl oyer in the borough with total enploynment
in Clarion of about 700. That nunmber is down
about 40 enployees in the |ast ten years.
Owens- Brockway Gl ass has operated in Clarion
since 1906 and enpl oys approxi mately 450.
While the third biggest employer, Clarion
Hospital moved fromthe borough of Monroe
Township in 1983. The hospital at that time
had 350 enpl oyees in Clarion and now actually
enpl oys 500 where it noved out to the
t ownshi p.

Their move to the township signal ed
t he begi nning of the expansi on of that
township and the 1-80 corridor along exit 62
continues today.

Since 1980 the Clarion Hospital,
Clarion Mall, four new hotels, Wal-Mart a new
| ntermedi ate Unit, Trinity Point Devel opment,
as you see there are a variety of restaurants
and ot her establishments have all been a big

growth spurt in Monroe Townshi p, obviously not
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in Clarion.

According to latest informati on we
have from Clarion County real property tax
summary, Clarion borough has $107,018, 911 in
total assessed property val ue. Of that
75,658,177 is tax exenmpt. Accounting for 70.7
percent of the assessed property. These
figures are nothing new to Clarion Borough or
its taxpayers. In 1990 the percentage of
non-taxabl e property was 69.8 percent. | t
reached a high of 71.1 percent in 1995. And
currently sits at 70.7 percent and there is an
attachment in the back that will walk you
t hrough those years.

In 2007 just to note this, Clarion
Borough did receive payment in |lieu of taxes
of $16, 247. Those were prior arrangenments
with a couple different entities, one being
Uni versity Foundation, one being a
federally-subsidized buil ding.

Wth the Borough of Clarion being
| andl ocked since the 1980's has slowed to
trickle. In 1990 there were 1,490 parcels in

Cl ari on. In 2008 there are 1,503 parcels.
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There were 53 non-taxables in 1990, 52 in '97,

but today there are 91.

I n our opening we referred to
growi ng the perfect storm for cause of such
hi gh tax exempt ratio. The fact is Clarion
Borough is the host municipality to Clarion
Uni versity along with being a county seat for
Cl arion County plus Clarion Area School
District, local churches, clubs which you see
there, Post Office and other simlar type
bui | di ngs.

The Borough of Clarion has a
| ong- standi ng positive relationship worKking
together with all of these tax exenpt property
hol ders, especially Clarion University who
hol ds the | argest ampunt of tax exenpt
property valued as $66, 875, 253 or 62.4 percent
of the total.

In the |l ast ten years or so Clarion
Uni versity and the University Foundation has
unveiled a plan to obtain more properties
around the university, rebuild some of its
buil dings, has built or is planning to build a

number of new buildings and is continuing to

VWEBER REPORTI NG
Pi ttsburgh, Pennsylvani a
(Phone) 412-401-6226 (Fax) 410-821-4889



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

59
gr ow. It is important to note that the

borough supports the growth of the university
SO it can continue to maintain its status as
one of the top educational institutions in the
region. It is also inmportant to point out the
relati onship between the university, the
borough and the community remain strong.

Clarion University strongly
supports a |l arge nunmber of community projects
and, of course, offers a wi de variety of
cultural athletic and civic progranms that
enrich the community. Our relationship with
uni versity has never been stronger than it is
t oday.

Since the Borough of Clarion is
| andl ocked, however, the continued expansion
of any tax exenpt property holder is a major
drain on the resources that the borough has to
of fer.

Has the borough been a good steward
of the citizen's tax dollars? W believe we
have. The borough currently enploys, you see
t here, seven officers, a chief, five public

wor k empl oyees. In "92 Clarion had nine
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officers, a chief, five public works

empl oyees, a borough manager and three office
staff. We reduced by a few workers over that
period of tine.

In the | ast ten years the average
annual raise anong enpl oyees i s sonmewhere
bet ween three and 3.2 percent. Four years ago
after renegotiating our health care coverage,
we saved the borough about $30,000 a year for
three years indicated. So we think we have
been good stewards of the tax dollars.

Our problem like all the boroughs,
towns and cities is everyday costs continue to
rise. Add to that, and this is just one fact,
Cl ari on Borough is paying the lion share of
operating Clarion Volunteer Fire Department
whi ch serves surroundi ng comunities. But
needs right now a $200, 000 roof repair and you
can understand why the borough citizens are
frustrated by | ooking at all these kinds of
cost.

There is only one way to recover
t hese costs and that increase tax, property

taxes. Clarion Borough enjoyed a reputation
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of not raising property taxes for many years.
From 1994 to 2002 we had no property tax
i ncrease. But having so nmuch tax exenpt
property has finally caught up with us all.

In the last three years Clarion
Borough has had to raise tax rates eight
mlls, and those increases were simply to pay
the bills. And having really worked hard on
t he budget and having Nancy sitting next to
me, | am sure she will nod her head in
agreement that it is an | very bare bones
budget .

Recently the borough has had to

consider a new threat, tax reassessnents.

61

Unlike -- just stop here a second. Unli ke the

county here in Pittsburgh, nost every other
county is still based on some 1970 t ax,
t hi nk ours was 1975.

CHAI RMAN FREEMAN: That is your
| ast reassessnment ?

MR. HERMAN: That is our | ast
reassessnment .

CHAI RMAN FREEMAN: Good | ord.

MR. HERMAN: We have asked our
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county officials to look at it in some manner,

whether it with be partial or period of time,
three years, anything. And they are
absolutely set in cement that will not happen,
not happen on their watch, they will not spend
the money. And you can see where we are going
with that.

The positive inmpact of the passage
of House Bill 2018 on the residents of Clarion
Bor ough woul d be i medi at e. Nancy and | talk
about this a lot. And we certainly have no
problemin testimny using a significant
portion of this added revenue to give our
citizens some tax relief, some real tax
relief.

We also feel it would be inportant
to set aside some port of revenue to help on a
yearly basis to build a solid reserve fund
for, obviously for emergency needs. One m ||
right nowin Clarion is worth $28,000. Well
and the reason | say, it is actually worth 30,
but the collection rate 94, 95 percent. So in
actual dollars what we get is 28, 000. So

dependi ng on the amount, Clarion Borough wil
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receive fromthis House Bill the inmpact on the

borough residents actually could be
subst anti al .

And again, you can see the
testimony is no different than anybody el se.
We did pass a borough resolution in support of
the bill. It is attached.

CHAI RMAN FREEMAN: We appreciate
t hat .

MR. HERMAN: And again, | think
some of you may know, we are the autumm | eaf
capital of Pennsylvania so, where at | east
400, 000 people or so cone to cel ebrate Autumn
Leaf Week in October every year.

So on behalf of them ourselves,
borough council we thank you for sponsoring
this legislation and know that it will have a
maj or effect or Clarion Borough.

CHAI RMAN FREEMAN: We t hank you for
your testinmony and support for |egislation.
Are there any questions of the menmbers?

Sorry, Representative Sainato.
REPRESENTATI VE SAI NATO: Thank you,

M. Chairmn. Is Clarion in Act 477?
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MS. FREENOCK: Early intervention.

REPRESENTATI VE SAI NATO: Early
intervention. | know that our first two
cities were, the other ones are and |
represent New Castle which went into Act 47
| ast year, M. Chairman.

MR. HERMAN: We are hoping to get
ri ght back out.

REPRESENTATI VE SAI NATO: | commend
you, Chairman Freeman, for this |egislation
because it affects | think every city in the
state in some form or another and it is, well,
upsetting, but earlier you said once you go
in, you don't come out. Unl ess from our
perspective we do something to help you guys
to come up with nore sources of revenue,
don't see nmuch hope for many of them at this
point. So you are in the early stage.

MS. FREENOCK: That's correct, we
are trying to prevent becom ng distressed.

REPRESENTATI VE SAI NATO: "' m just
curious | nmean it seenms nost of the cities
| ooking at the chart up there. That is really

all I wanted to know. Thank you, M.
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Chai r man.

CHAI RMAN FREEMAN: The chair wi shes
to recognize the presence Representative Paul
Cost a. Representative Longietti.

REPRESENTATI VE LONGI ETTI : Thank
you, M. Chairman. You mentioned briefly and
we will hear fromthe City of Sharon in a
little bit. They have the same problem But
the tax appeals that are being made, and I
think that may be a recurrent thing in many of
t hese communities because, you know, there has
been a flight. These properties are no |onger
are valued at what they could be in sonme of
t he townshi ps and areas that surround them

| was curious, | meant to ask this
of some of the others, | don't know whet her or
not you have any senior citizen high-rises
where it is |like a Section 8 or HUD
subsi di zed. Have you seen a nove by those
folks to come in either in and say we should
be tax exenpt or our assessment should be
significantly reduced?

MS. FREENOCK: Not yet, but |

woul dn't rule that out. We had ni ne
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properties in the past two years fromthe

downt own area that did appeal their assessnment
successfully and we have one which is a -- we
have nine properties in the past two years
that filed for reassessnent. They were
successful. W had one which is a financi al
institution that is appealing their
assessment. We fully expect this trend to
conti nue.

REPRESENTATI VE LONGI ETTI : Just as
a comment, it seenms as though HUD at the
federal level is pushing these various
non-profit or pseudo non-profit companies that
have these high-rises to seek reassessnments or
to claimthey are tax exempt because if they
are able to get a reduction then HUD pays them
| ess.

It seems |ike another exanple of
the federal government trying to push this
down to the local level. And just as a point
of information, Mercer County the county
solicitor actually successfully litigated
t hrough the appeals court that these entities

really aren't tax exenpt. So you m ght want
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to stick that away.

MS. FREENOCK: Thank you, we
appreci ate the advice.

REPRESENTATI VE LONGI ETTI : Ment al
file there. One ot her question, just curious
if either of you know why the hospital decided
to move out to the township back in '83?

MR. HERMAN: You know, frankly,
frankly there is so much great devel opnment
| and in Monroe Township and actually Clarion
Township as well, but Monroe Township is the
township that has really boomed. That it made
only good sense to nmove out there where you
are near an interstate, where they have nore
| and t o expand, where they can expand services
and be ready to add things, new things |ike
MRI still weren't invented then, but they have
roomto expand out there where they didn't
where they were |l ocated in the borough.

MS. FREENOCK: And as you heard
this morning fromthe City of Pittsburgh and
the City of Johnstown, we too are | andl ocked.
We can't expand, there isn't any | and

avai |l abl e.
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If I could, | would Iike to point

out that in Clarion Borough there is a |arge
popul ati on of senior citizens who are on fixed
income and they really can't afford real
estate tax increases.

We al so have a 57 percent low to
moderate income ratio that does qualify us for
CDBG noney but as nentioned $100, 000 m ght pay
two ml|es of roadway.

MR. HERMAN: Nancy, when we were
tal king during the other testimny somebody
had asked the question about, this m ght be a
guestion that m ght come up about surrounding
township tax mll age rates, etc., and we were
| aughi ng about that on the way down. | know
Nancy wanted to make sure she got that in
testinony.

MS. FREENOCK: As you can see from
one of the attachnments, we are at 26 mlls.
The highest mllage rate surrounding Clarion
Bor ough was four mlls and that is Monroe
Townshi p where all of the --

CHAI RMAN FREEMAN: How many?

MS. FREENOCK: Four, the highest.
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CHAI RMAN FREEMAN: That expl ains

the anomaly in Gettysburg too when you have
the mayor of Gettysburg paying nore than the
Wal -Mart in the township next door. A gross
i mbal ance.

MS. FREENOCK: | would mention too
we had a bit of a boomwi th EMST tax because
for some reason when it was enacted in Clarion
Bor ough there was no income limt. So | ast
year we were fortunate to gain an extra
$100, 000 income. We will lose that nmoney this
year because of the $12,000 exenption, which
is fine, | guess, but we have a number of work
study students and workers that work in fast
food restaurants whom | know the Legislature
didn't want to overburden them

But again, the sanme services we
provide for residents of the borough and for
t hose individuals that make nore than $12, 000
are provided to citizens that make | ess.

REPRESENTATI VE LONGI ETTI : Briefly,
getting back to the hospital situation, | know
t hat can be a doubl e- edged sword too. Because

they are tax exenpt but at the same tinme you
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hate to see them | ose, |eave your community.

| know that is a concern in my area as well.
Because the hospital is |andl ocked.

You know, they need to expand. The
City of Sharon doesn't want to | ose them but,
you know, at the same time they are not paying
t axes but you don't want to | ose those people.

MR. HERMAN: Not as enpl oyees, you
really don't want to | ose them

REPRESENTATI VE LONGI ETTI : Thank
you, M. Chair man.

CHAI RMAN FREEMAN: | think
Representative Longietti brings up a very good
poi nt too. In the debate we have had on this
proposal and the whole issues of tax and
property tax, one thing that comes up
periodically in Pittsburgh concern, geez sone
of these non-taxable entities |like hospitals
are quite well endowed, why don't they step up
to the plate and provide more in ternms of a
pil ot payment in |lieu of taxes.

My big concern with that is if that
envel ope is pushed too far, they will |eave

your comunity and go out to the township
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where they probably won't have a request for

pil ot. So you end up losing the enpl oyees as
wel |l as the prospect of the institution brings
to the community. This way we avoid that
flight, we conpensate you for the regional
asset, state asset.

MR. HERMAN: That is why | think we
wanted to make also very clear that we have a
pretty good relationship between, work at
Clarion University but that aside, the
relati onship between the university and the
town is a pretty good one, a pretty strong
one. | think somebody brought up a really
good point not too |long ago and that is that
when you | ook at university that needs to
expand, and needs to get some property in
order to do things, new buildings, ect, and as
t hey acquire and become non-taxabl e
properties, there can be a feeling in the
community that they are taking away and all of
a sudden ny taxes are going up and here they
are building these buildings and not getting
anything in return.

And you really don't want to start
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having a divide between a good comunity asset

and its citizens. You want to bring them
cl ose together. | think a real positive thing
this will do, and if we could |ower taxes is
say wow, sonebody, not only is sonebody
listening but Clarion University really is an
asset now. And now the tax structure gets
reduced a little bit and the citizens don't
| ook at it in a way that they could be driven
to look at it with its continual growth.

CHAI RMAN FREEMAN: So it reduces

some of the potential stress between the town

and - -
MR. HERMAN: | really believe it
will help the relationships tremendously.
CHAI RMAN FREEMAN: | do too.

Represent ati ve Wl ko.

REPRESENTATI VE WALKO: Thank you,
M . Freeman. M. Herman, Ms. Freenock,
Clarion University makes up 62 percent of
Clarion. And | was just wondering do they
have i ndependent police force?

MR. HERMAN: They do. They pretty

much stay on their canpus. W have a
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reci procal agreement with them so that if they

need Cl arion Borough services, then we do go
on campus with Clarion Borough and they wil
come out and help us fromtime to tine. But |
think it is more our way going onto the
canmpus.

REPRESENTATI VE WALKO: How about
fire protection? Does Clarion University
have - -

MR. HERMAN: No, as a matter of
fact, they are not allowed to make a paynment
to the borough. They can make a donation to
the fire department.

MS. FREENOCK: That's correct.

MR. HERMAN: They make a smal |
donation to the fire department on a yearly
basis, that is it.

REPRESENTATI VE WALKO: How about
emer gency services, anbul ance, EMS?

MS. FREENOCK: That is provided for
t he hospital.

REPRESENTATI VE WALKO: Okay. At a
charge?

MR. HERMAN: Yes.
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MS. FREENOCK: We have a | arge
nunber of rentals in the borough. There are
2,000 housing units and 1300 of those are
rentals with the majority being let to college
students. So our police force spends a great
deal of time responding to calls that are
student rel ated.

REPRESENTATI VE WALKO: Most of
t hose students if they do work, | would
presume as was the case with me when | was a
student, you make $12,000 or less in the
bor ough.

MS. FREENOCK: Correct.

MR. HERMAN: Maybe 2, 000.

REPRESENTATI VE WALKO: It is state
university, it is state owned, state property,
so, there is even more logic to having the
state come in. Especially in Clarion's case,
and other state universities.

MR. HERMAN: | think the reason we
not only wanted to testify on our behalf
t oday, but | think we can sort of represent
t he other 13 potential, because there are 14

state system schools, that we can represent
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al nost all of the other towns across the

commonweal th as to what our plight is, they
have to have a simlar plight.

REPRESENTATI VE WALKO: " m sure.
And where do all these 400,000 people stay for
Autumm Leaf, do they just come up for the day?

MR. HERMAN: Ten days. We have,
not only just our parade will draw 100, 000,
and usually during an election year it would
not be uncommon to have Governor Rendell there
because of a | ot of people prior to voting.
So, we have a | arge parade, we have a | arge
craft day on Fridays where the entire town
really shuts down and Main Street is a craft
show in and of itself for probably about
five -- no, nmore like six city bl ocks. So it
is quite a thing for about ten days.

REPRESENTATI VE WALKO: Thank you.

MS. FREENOCK: Unl ess the visitors
stay with visitors in the borough, they are
out side the borough.

CHAI RMAN FREEMAN: Off of Route 80.

MS. FREENOCK: This event is not a

money maker for the borough.
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REPRESENTATI VE WALKO: Thank you

very much.

CHAI RMAN FREEMAN: | have a couple
qui ck follow-up questions. You nmentioned that
your mllage is at 26.

MS. FREENOCK: Yes.

CHAI RMAN FREEMAN: Forgive me, |
shoul d know this as Chairman of the commttee
but what is the ceiling for those?

MS. FREENOCK: 30.

CHAI RMAN FREEMAN: So you are four
mlls away from being at your cap?

MS. FREENOCK: Yes.

CHAI RMAN FREEMAN: And you are not
a home rule community so you have no authority
to rise above that?

MS. FREENOCK: Unl ess we go to the
Court of Common Pl eas.

CHAI RMAN FREEMAN: You can al ways
petition.

MS. FREENOCK: Ri ght .

CHAI RMAN FREEMAN: What is the
current budget in Clarion, General Fund

budget ?
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MS. FREENOCK: Give me one second.

It is 1 think 1.6 mllion.

CHAI RMAN FREEMAN: Okay, so the
$574, 000 envisioned in this bill would be a
real shot in the arm for you guys?

MS. FREENOCK: Absolutely, | think
at one point the 2007 nunmbers if the
university were paying real estate taxes at
the 2007 rate we with would generate 1.6
mllion in additional income.

CHAI RMAN FREEMAN: Wow, what is the
popul ati on of Clarion?

MS. FREENOCK: 6, 185.

CHAlI RMAN FREEMAN: In terms of the
non-profit institutions, the university, the
hospital you have in your comunity, this
m ght be difficult to ascertain, can you give
me ball park what percentage of those folks
wor ki ng there actually live in the borough and
what percentage |live outside the borough?

MR. HERMAN: That woul d be
difficult. It so happens that in -- it so
happens that in the area of town |I live in

which | do live in the borough, there are
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several, several hospital enployees who |ive

up in my area. But exactly how many, | have
no way of know ng, we do not have nunbers to
reflect that.

CHAI RMAN FREEMAN: Just curious |
know a | ot of other circumstances simlar to
yours, you face the prospect where people work
in the community by going to those
institutions but many times live in townships
or suburbs outside. So you do not realize
earned income tax that comes from being
enpl oyed there which could be substantial from
the salaries of certain medical professionals.

MR. HERMAN: You asked about the
popul ation, that is why in our testinony |
al so put that we have about 5,000 students in
addition to the 6,185 you have to account for
because of the student population that is
affiliated with the university.

CHAI RMAN FREEMAN: Okay.

MS. FREENOCK: W th the remaining
700 housing units |I mentioned 1300 rentals,
700 housing units, if it is one resident per

i ndi vidual, we have 700 or double up to 1400
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enpl oyees now. We know the university has 700

enpl oyees or thereabouts, so | would say there
is a big gap there between those that work in
t he borough.

CHAI RMAN FREEMAN: Do you have a
| ot of students living off canpus in housing
facilities?

MR. HERMAN: Yes.

CHAI RMAN FREEMAN: So code
enforcement is a real issue for you

MS. FREENOCK: Absol utely.

MR. HERMAN: Yes, it is.

MS. FREENOCK: Yes.

CHAI RMAN FREEMAN:  Anot her thing --

MR. HERMAN: And a | ot of things
you mentioned before about problenms Gettysburg
woul d have, and the smaller comunities, are
absolutely identical, absolutely the sane.
But again, listening to Johnstown's or
Pittsburgh's testimony, it is just nunbers.
mean, when it comes down to what you are
trying to provide, it is all the sane.

CHAI RMAN FREEMAN: That is one of

the reasons we appreciate your testimny today
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in particular. A lot of times when this bil

comes into the public eye they assumed it is
sinmply to help cities, all though those are
communities in need of this, it does touch
small communities |ike Clarion, Gettysburg and
ot her towns across the commonwealth. This
really is a broad-based bill

MR. HERMAN: It very much is.

CHAI RMAN FREEMAN: Not seei ng any
ot her questions, we thank you for your
testinony and taking the drive all the way
down here today. Hopefully, we can get back
before the storm hits.

MR. HERMAN: Thank you very much.

CHAI RMAN FREEMAN: At this time |
would |like to give our stenographer a brief
break, blood is starting to emanate from his
nails. Take about a five m nute break and
reconvene in roughly five, ten m nutes.
(Recess hel d)

CHAI RMAN FREEMAN: | would like to
reconvene the commttee and continue with our
testimony. Next we call up to testify Mayor

Robert Lucas, Mayor of the City of Sharon.
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M. Mayor, welcome. Thank you for com ng here

today to testify before the commttee. You
can begin your testimony at any time.

MR. LUCAS: Sure, thanks for
inviting me down here. Great | egislation.
hope we can get it through.

Before | read nmy testinony, | would
like to give you a little background. I
wor ked for the City of Sharon as a firefighter
for 24 years, retired, was a Council man for
two years, have been mayor since 2006

Also a small business owner so this
testinony will speak to what | have personally
realized and saw take place in the City of
Shar on.

The City of Sharon is simlar to
many historic third class cities in
Pennsyl vani a. It has a rich history of
providing jobs, homes, schools, health care
facilities, libraries, places of worship and
many needed non-profit agencies.

However, over the last 30 plus
years Sharon has experienced a decline in

popul ati on of over 40 percent. The exodus of
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t housands of jobs and erosion of our core

nei ghbor hoods.

I n addition, the |last county wi de
property assessment occurred in 1970. The
commonweal th's successful Keystone Opportunity
Zone initiative placed an additional burden on
our city services without corresponding
revenues.

House Bill 2018 addresses the fact
that cities |like Sharon are caught in the
m ddl e. Currently, 25 percent of our assessed
value is tax exenmpt and yet we nmust
continually provide the needed city services
for these necessary entities while our tax
base erodes yearly.

Our nei ghboring communities with
| arge tracts of undevel oped | and enj oy
residential and conmercial growth. Their
taxes are | ower because of a broader tax base.
Meanwhi |l e, the chall enge of maintaining
adequate police force in the face of increased
drug and crimnal activity is a daily
struggl e.

The federal program COPS hel ped but
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it ended. Bl i ght ed nei ghbor hoods and

subst andard housi ng draws absentee | andl ords
t hat prey on desperate people. This
corresponds to increase of structure fires,
which in turn strains our fire department.

Fiscally the City of Sharon working
on the Governor's Action Team utilized the
Early Intervention Study two years ago. And
we avoi ded Act 47. We are trying to do what
needs to be done to stay that way. W have
made tough expenditure decisions. As mayor |
reduced our work force by 20 percent.

We al so have the highest property
tax in Mercer County, currently 39 and a half
mills. I n summation, the nodels of yesteryear
where people wanted to live in town close to
their places of work, school and worship has
changed and the commonweal th needs to assi st
our poor communities through this transition.

Now, we are comm tted to noving
Sharon forward and the Tax Exenmpt Property
Muni ci pal Assistance Act would be an essenti al
tool for us to keep noving forward.

CHAI RMAN FREEMAN: Thank you.
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Thank you for your support of |egislation and

testinony. Any questions? Representative
Longietti.

REPRESENTATI VE LONGI ETTI : Thank
you, M. Chairman. First I just want to thank
t he mayor of Sharon for traveling down to
Pittsburgh. He is the mayor in one of the
communities that is in my Legislative
District. He has done an excellent job under
very difficult and trying circunmstances.

And | do want to plug the City of
Sharon for those of you that remain, it is a
unique city, it has a |lot of challenges, and
yet it has some great anchors. We have Quaker
St eak and Lube which is famus for their w ngs
t hat continues to be downtown, it is the
original. W have the |argest shoe store in
America in Reyers Shoe Store, the | argest
candy store in Daffins Candies, and the
| argest women's off price fashion store in the
wi nter. So, there are sone real positives in
Sharon. And yet, Sharon has struggled |ike so
many of these third class cities.

You know, perhaps the mayor can
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expand a little bit on some of the struggles
that third class cities |ike Sharon have with,
you know, with gangs and crime trying to pick
on these cities. They see themin the
situations there you alluded to the COPS
program that did help for some period of time
but perhaps you can just expand a little bit
upon what some of those chall enges are.

MR. LUCAS: I f you recall in the
COPS program, it came about through the
Clinton years. We were able to hire six
additional police officers and place what we
call Zone 5, our troubled area. And we had a

substation there, we had police officers on

patrol. The neighbors got to know them  And
it worked.

If a pin fell in the wrong angl e,
t hese police officers knew it. And when that

dried up, our police force went back down to
28 officers and it is constantly, our call
ratio is probably gone up by 60 to 70 percent
since that has gone away.

You know, when you start | osing

your nei ghborhoods, the only people that want
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to buy the properties are absentee | andl ords,

and they don't care who they rent to. So, you
get these desperate people, and then the gangs
come in we have the young people that see this
stuff on TV and now we had, | mean the City of
Sharon is down to 15,000 people. And yet we
had the Chetter Boys, and | can't remember
what the other name of the gang was.

We are close to Youngstown. The
drug trade comes from Detroit and one of our
sister cities, Farrell. They experienced,
they are in Act 47, it is the same thing.

Until we turn it around, | alluded to it when
| said people don't want to live in the city

any nore. What they want to do is they want

to nove to the suburbs.

So we | ost the Westinghouse that
enpl oyed 10, 000 people back in the 60s. | f
t hey came back, we still wouldn't see that tax
dol I ars because those people that work there
woul dn't live in the City of Sharon. And that
is what happened with the Keystone Opportunity
Zones. It was great because it brought jobs

back to Pennsyl vani a. But they located in the
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communities that had the | and that these other
compani es left.

But the people that work there
don't live. So thankfully we were able to go
to the $52 EMST t ax. But ot her than that,
that is all we get. So you have someone
maki ng 40, $50,000 a year but they live in a
community where they only have to pay nine
mlls. And don't get me wrong, | don't blanme
them but that, the nmodel is changed.

And somet hing has to happen and
this |l egislation addresses that. It is not
t he panacea, it is not going to take us over
the top.

CHAI RMAN FREEMAN: Get you the
stability.

MR. LUCAS: Ri ght . Representative
Freeman, you menti oned the Brookings Institute
report. And Governor Rendell tal ks about
t hat . | mean, we have got these doughnuts out
there and they are just going to expand.
Because the small communities that are around
us doing well, where are they going to be at

in 20 years? \Where will they be in 30 years?
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Sometime we have to address the issue. Again,

| appreciate com ng down.

REPRESENTATI VE LONGI ETTI : And you
ki nd of touched on it, the challenge that the
City of Herm tage puts on Sharon, at |east in
our area we believe it is the third | argest
l and wise city in the Commonweal th of
Pennsyl vania from what we have been told.

MR. LUCAS: Yes, | believe so.

REPRESENTATI VE LONGI ETTI : And you
talked a little bit we have Sharon Regi onal
Health Systemis a good enpl oyer.

MR. LUCAS: Our | argest enployer in
Mercer County.

REPRESENTATI VE LONGI ETTI : Locat ed
in City of Sharon. A lot of those fol ks that
make a decent wage don't live in Sharon. Just
maybe touch a little bit more on what the
chal | enge of being surrounded by Herm tage and
how that is unique in Mercer County how
Her m t age surrounds everything.

MR. LUCAS: I n order for you to
| eave the City of Sharon, unless you drive

into Farrell, you have to go through Herm t age
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to go anywhere el se. Because they were | arge

when people were annexing, they didn't want to
take this piece of |and and that piece of

| and. So they are still around. They are al
over the place.

They have the nmodel now that the
retail stores |ove. In 1960 the retail space
per capita in the United States was four
square feet. And if you remenmber when you
were a kid and you went into downtown, there
were shops but they weren't very | arge. Now
it is 39 square feet. Your Wal-Marts, big box
stores, they couldn't locate in a city |like
Sharon if we wanted them to, we don't have
t hat area.

Herm t age has the wi de State Route
18, State Route 62, four, six lanes wi de, and
these major retail |ocate out there,
rightfully so. | understand it.

But, we, we have got the
doubl e- edged sword where people | eave Sharon
to nove to Herm tage because of the | ower tax.
They have, | believe their tax is six and they

have not raised their property tax in 25
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years.

CHAlI RMAN FREEMAN: And yours is 39
mills?

MR. LUCAS: OQurs is 39 and a half,
in fact, we reduced by three mlls when the
EMST tax came in. \When we were able to go to
$52, we reduced mllage by three mlls.

So, like |I said, we are trying to
do it. But how do you conpete and what we see
is senior citizens that have a high tax rate,
property tax. Herm t age has two and a quarter
percent wage tax. We have one. Well, if you
are a senior citizen and you don't have any
income, where are you going to nove to? So,

t he popul ati on of the Shenango Valley is not
increasing, but it is shifting. Our seni or
citizens are noving to cities |like Hermtage
and we end up with, we end up with a | ot of
peopl e that have the $9 an hour job, $10 an
hour job. So what kind of home can they
afford?

And if they can't afford the home,
who do they rent off? They rent off these

absentee | andl ords. You know, fighting the
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code issue, the strain on the fire fighting

force, it is a cycle that we have to stop.
Like | said earlier, this would give us sone
money to help. We are |looking to build homes
to change whole tracks of affordable housing
in the 50 to say $75, 000 range where somebody
if a conmbined income is $40,000 you can afford
to buy a home. That is what we have on the
drawi ng boards for our downtown area because
many years ago if you wal ked i n downt own
Sharon, it wasn't just retail, it was an
eclectic mx. W have a canpus of Penn State
right in downtown. And Sharon Regional is
just up over the hill.

We have a | ot of businesses. But,
this would help us stabilize and go forward
with the plans of bringing houses back into
downt own. That was al so part, people lived in
your downt own.

CHAI RMAN FREEMAN: Absol utely.

REPRESENTATI VE LONGI ETTI : Thank
you, M. Chair man.

CHAI RMAN FREEMAN: | think you

rai se some very good points. In conversations
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Mark and | had about Sharon rem nds nme very

much of Easton in a |ot of ways, my hometown,
same probl ens. Fi ghting absentee homeowner,
intrusion of gangs into the community, drug
trade. |"m sure |like Easton, Sharon probably
has some wonderful assets, have sone great
housi ng stock.

MR. LUCAS: Yes.

CHAI RMAN FREEMAN: You have an old
downt own that has a certain charmto it, I'm
sure. And li ke you said, I think one of the
keys to recovery of that downtown is to a
built-in customer base for having nore people
living in the downtown.

MR. LUCAS: Correct.

CHAI RMAN FREEMAN: That is some of
the things we are | ooking at in Easton trying
to revive our downtown as well. Did you fee
too that one of the problenms you encountered
in terms of revenue streanms, nmentioned this
before, but the governor has been very good as
far as capital projects for a | ot of
communities across the commonweal t h,

particularly our cities and boroughs.
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day operating needs. |f you are going to
conbat absentee | andl ords, you need code
enforcement people. To conbat gangs, you need
police officers on the beat. If you take care
of fire concerns, you need a decent fire
department. All that requires operating that
doesn't conme from capital fund projects, it
conmes from something |like the proposal we have
here.

MR. LUCAS: Yes, yes. | have to
tell you, in the negotiations with the police
from now on new hires, the accunul ated sick
| eave is gone. So our enpl oyees understand
t hat the model has to change. And we are
going to be in negotiations with the fire and
the non-uniform And they understand what is
com ng down the pike.

So we are doing what we are
supposed to do, we are trying to stay out of
Act 47. But as the other people have taught,
it is almpst like running up against the wall.

How many nmore rabbits can you pull out of the
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hat. Something like this would really be a

hel p.

CHAI RMAN FREEMAN: One of the
t hings come home to me in the Act 47
situation, you guys are trying. You are doing
everything you can to stabilize your comunity
and turn it around. But without the revenue
sources you need, you can't do it. It is an
i ssue of the eroding tax base, an issue of not
havi ng general operating fund revenues
necessary to maintain police, fire, code
enf orcement.

In order to do what someone once
told me a long time ago, three keys to
attracting people to live in the comunity it
has to be safe, it has to be clean and
attractive. All those goals take resources.
You can't achieve them w thout some sort of
funding stream And that is one of the
problems a | ot of older comunities face.

MR. LUCAS: Correct. If the state
gi ves you noney for a park, you have to
mai ntain the park. We had an RACP grant of

1.5 mllion. We spent like 1.1 of it but RACP
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is a reimoursabl e grant. So we had to go to

the | ocal bank, part of this river walk was on
their property. W said |listen, give us a no
interest |loan so that we can start this
project and we will get reimbursed. And the
river walk which is on your property will

i mprove your property. So, they went and said
okay.

We had to borrow the nmoney in order
to start the project. | mean creative
financing is an everyday occurrence in the
City of Sharon.

CHAI RMAN FREEMAN: As it is for
many communities.

MR. LUCAS: Correct.

CHAlI RMAN FREEMAN: Representative
Wal ko.

REPRESENTATI VE WALKO: Thank you,
M. Chair man. Mayor Lucas, just one brief
guestion and you m ght not have the answer,
what is the cost of the foregone revenue as a
result of Keystone Opportunity Zones in
Sharon?

MR. LUCAS: | really don't have a
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cost to it, but part of the Westinghouse pl ant

is in that. The firmthat -- Wnner Steel
came in put in a coating mll, they recently
sold to a Russian steel company. They give
us -- there are some people that give us
noney, they give us $23,000 in tax revenue in
the pilot program

Our hospital does give us sone
noney. But it is again, we have great
relationship with them but they don't want
anybody to know that they give us nmoney.
Because guess what, the school district wil
say what about us. You know everybody wil |l
say what about us. This elim nates that.
Because, you know, if you take this a little,
to get back to the Keystone Opportunity Zones,
this firmenploys 350 people. We don't get
the tax dollars fromthe Keystone Opportunity
Zone because it is obviously property tax is
free. And maybe of that 350 we m ght have 30
wor kers in Sharon because they pay a good
wage, well now I can | eave Sharon.

And that's -- in fact,

Representati ve Longietti has heard this many
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times, the key in the Shenango Vall ey when

your child graduates fromcollege is to | eave
the vall ey. Now what kind of | egacy are we?
We all fee it is a greet place, |'m sure
Easton is a great place to live. Pittsburgh,
every time | come into Pittsburgh, what a
great city. \What are we going to end up with,
a city full of non-profits because the
busi ness won't come in? Then how do we fund
it. | really don't know what the answer is.
REPRESENTATI VE WALKO: It is funny
one of the things you point out about people
living outside of the City of Sharon, so
rel evant to Pittsburgh. | live in the
Nort hside of Pittsburgh and |I also represent
Westview, parts of Ross Township and parts of
Reserve Township which are suburban
communities and people there think they say
t hey are Pittsburghers. They enj oy downt own
as much as | do, the ball parks, the museuns,
they don't live in the city.
Now t here are other factors at work
t hat m ght or m ght not apply in Sharon, for

exampl e, school s. | don't know if you are in
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the school district of surrounding areas?

MR. LUCAS: No, the City of Sharon
School District is contiguous just to the City
of Sharon. It is ararity, no busing,
everyone wal ks.

CHAI RMAN FREEMAN: Nei ghbor hood
school s, good.

REPRESENTATI VE WALKO: How many
students do you have in that school district,
roughly?

MR. LUCAS: | " m going to say cl ass
size is probably somewhere in the neighborhood
of 130 per cl ass. So, you know, take that
t hrough. And our school taxes are 50, |
believe 54 mlls.

CHAI RMAN FREEMAN: 54 mlls on top
of 39 and a half.

MR. LUCAS: 39 and a half. The
county is another 21. You know, you realize
t he counties don't want to reassess because
the majority of the population don't live in
the cities. Property in Sharon in 1970 was
prem um property. We, now we get conpanies

comng in for reassessments to make them go
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down. We just had a m |l down around 300, 000
square foot property so we know we are going
to get hit for about $40,000 less in revenue.

REPRESENTATI VE WALKO: Thank you,
Mayor Lucas.

CHAI RMAN FREEMAN: Any further
guestions? Thank you for your testinmony and
for your support for the | egislation.

One other thing I just wanted to
touch base with you on, this is part of our
conversation with the City Manager Davis from
Johnstown, it seenms |ike so many communities
i ke Sharon, |ike Johnstown, Easton, Clarion,
if we don't do something to provide anot her
revenue streamto conmpensate for the high
percent age of taxes on properties, you slide
into Act 47 and you also get into a downward
spiral where you raise taxes as high as you
can to maintain services, but part of that
equation requires you to cut back on personnel
because you can't afford personnel you need.
So your services decline even though you make
the best efforts you can to provide services,

you raise the taxes as high as you need to
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provi de services. All that creates is a

di sincentive to move back in the comunity,
busi nesses to establish in the community. You
have zero sum gain. You can't wn.

MR. LUCAS: Correct.

CHAI RMAN FREEMAN: Hopeful ly, that
will help to ease that and get you to a |evel
of stability. One thing I"'ma big believer in
ol der communities, | lived in Easton all nmy
life. | believe in the merit of traditional
towns and traditional cities how it can bring
peopl e together and create a sense of
community the way they are built and designed
people in close proximty to each other.
Presence of m xed use that allows people to
get to know your neighbors and interact, all
key components to a good community. I f we can
stabilize our older communities in
Pennsylvania, if we give them the shot in the
arm the legislation will provide for them
t hat they can become successful.

| think demographics are changing
in our commonweal th. More and more people are

becom ng enmpty nesters, the baby boom
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generation which I amone is getting ol der and

grayer. As a result, they may not want to cut
grass and the bushes every Sunday and m ght
want to live in a wal kable comunity where

t hey can access cultural events, good
restaurants, public library, things within
reach and far nore enjoyable they don't have
to drive mles and mles to get there.

So if we can stabilize you, | think
you are in a position to conme back.

MR. LUCAS: | agree. | tell
busi ness people, all our business properties
are full. I n other words, in Sharon
architects, |lawyers, they are full.

CHAl RMAN FREEMAN: They probably
enj oy the downtown.

MR. LUCAS: They do. | was a
physical guy all my Iife as far as work goes.
Mental ly, at noontime you are tired, not
physically, if you want to get in your car and
get a bite to eat or do you want to take a
wal k al ong the river. Those were amenities a
downt own have.

| f you are wal king there is
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I'ifeblood, that is what we don't have any

nmor e. You don't have all those people, even
t hough they weren't always just going to

busi ness, m ght be go to a store or hone.

Somebody m ght be going to school. But you
have that |ifeblood. That is what we need to
get back. | think you are on the track of, we

can come back and we can be successful.

CHAlI RMAN FREEMAN: One final thing,
Sharon is home to the | argest shoe store?

MR. LUCAS: Reyers, yes.

CHAI RMAN FREEMAN: Don't tell me
wi fe that.

MR. LUCAS: Believe me, that's the
truth. It will cost you $200.

CHAI RMAN FREEMAN: Thank you for
your testinony. We are awaiting the arrival
of our last testifier, wasn't schedul ed until

12: 30, Jim Nowal k fromthe State Mayor's

Associ ati on. | guess what we can do is just
recess until he arrives. We will take a brief
break until he shows up.

(Recess hel d)

CHAI RMAN FREEMAN: We wi | |
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reconvene our hearing final witness M. Jim

Nowal k, president of the State Mayors

Associ ation here in Pennsylvania. W thank
you, Jim for comng and | ook forward to your
testimony. You may begin whenever you are
ready.

MR. NOWALK: Il will read from ny
prepared remarks and then if there are
guestions, | will be happy to answer them
Let me start with good afternoon nmembers of
t he House Local Government Commttee.

My name is Jim Nowalk, I amthe
mayor of White Hall Borough and the president
of the Pennsyl vania State Mayors Associ ation
which is an organization of mayors by mayors
and for mayors which has been in existence for
37 years.

Our state headquarters is |ocated a
few mles fromhere in the Borough of Bethel
Park. At its 2007 annual conference in King
of Prussia, Pennsylvania the menmbership of the
of the Pennsylvania State Mayors Associ ation
adopted the attached resolutions attached to

my remarks and | think everyone has a copy of
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my remarks, in support of the bill which has

now been desi gnated House Bill 2018.

On behalf of the more than 1,000
mayors of cities, boroughs incorporated town
and honme rul e townshi ps across the
Comonweal th of Pennsylvania represented by
our association, | am pleased to offer conmment
on House Bill 018 which has been referred to
t he House Comm ttee of Local Governnment.

The Tax Exempt Property Munici pal
Assi stance Act if enacted will serve to
address the fundanental unfairness which is
i nherent in the commonweal th's public policy
t hat exenpts governments and charitable
organi zations fromthe payment of real estate
t axes.

Muni ci palities are creations of the
Comonweal t h, having only those powers which
are expressly given to them necessarily
implied fromthe expressed powers. The
commonweal th through various city and borough
codes specifies in great detail the powers and
duties of elected officials such as mayors.

Mayors and members of council have
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various responsibilities to provide basic

muni ci pal services to their residents and
busi nesses, police protection, fire
protection, emergency medical services,

gar bage collection, road mai ntenance, renoval
of storm water and sanitary waste and nore.

The commonweal th al so prescribes in
the same detail through |laws such as the
general county assessnent |aw the means by
which elected officials are to fund and pay
for these basic municipal services often
placing imtations on the rates of taxation.

Because so many of these services
relate to ownership and use of the |and, the
commonweal th has provided that | ocal
muni ci palities may tax the value of the | and
paid for these services.

That which the comonweal th gives
to municipal officials, it can also take away
sometimes without fully appreciating the
detriment or unfairness of its actions. This
is what often happens when the Gener al
Assenmbly exenpts many institutions,

governments and entities from taxation by
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muni ci pal governments. Anong other subjects

listed in Section 204 of the General County
Assessment Law, the General Assenbly has
conferred an exemption on all churches,
meeting houses, or actual places of regularly
stated worship, all actual places of burial;
all hospitals, universities, colleges,

sem naries, academ es, associations and
institutions of |earning, benevol ence or
charity, all school houses, all courthouses,
jails, poorhouses, all public parks and all
real property owned by institutions of purely
public charity.

Now, the theory that is used to
support a tax exempt status for such
institutions, governments and entities is that
taxes are the contributions which subjects
make for the support of the many activities of
gover nnment .

And as the Supreme Court has
explained in the case of Hospital Utilization
Project versus Commonweal th of Pennsyl vani a,
any institution which by its charitable

activities relieves governnent of a
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governnmental burden is conferring a pecuniary

benefit upon the body politic.

In receiving an exenption from
taxation, it is merely being given quid pro
guo for its services in providing something
whi ch gover nment woul d have to provide.

Now t he problem with the theory
supporting tax exenption is this: I n
fulfilling their corporate m ssion,
institutions of purely public charities, for
instance, are likely not relieving the el ected
officials, boroughs and cities of the burden
of providing basic nmunicipal services, in
contrast, these institutions are more |ikely
relieving state government of sonme of its
heal th, education and welfare
responsibilities.

Mor eover, the cost to |ocal
muni ci palities providing the basic services to
properties that are tax exempt is not being
rei moursed from state government which has
benefited fromthe charity's work. These
services are being paid by the other property

owners in the nmunicipality who have the m xed
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bl essing of owning property in a nmunicipality

with institutions of purely public charity.

Coul d the inherent unfairness of
this public policy be any nore apparent?
Could the justification for enacting the Tax
Exempt Property Municipal Assistance Act be
any nore obvious? In this unfairness is not
the only one caused by this public policy.
The randomness with which tax exenpt entities
can purchase property in a municipality can
cause one municipality to suffer a conpetitive
di sadvant age vis-a-vis an adj oi ning
muni ci pality whose percentage of tax exenpt
properties is significantly smaller.

The municipality which suffers a
| oss in revenue created by the presence of tax
exenmpt entities may have to raise its real
estate taxes to conpensate for loss in tax
revenue while the adjoining municipality of
ot herwi se conmparable circunstances reaps the
benefit of |ower tax rates by maintaining the
status quo.

s this fair? |Is there any other

way of restoring the inequity between the two
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muni ci palities than the infusion of state

money to the municipality with the tax exenpt
entities through the enactment of a |aw such
as the Tax Exenpt Property Muinici pal
Assi stance Act, and | do not believe so.
Finally, the limtations which the
General Assembly has placed upon the ability
of cities and boroughs to raise revenues and
t he consequent dependence of these
muni ci palities upon real estate taxation
pl aces an unfair burden upon Pennsylvania's
senior citizens. As you are all aware, the
taxation of the value of real estate is
regressive in that the tax is i mosed w thout
any regard for the taxpayer's ability to pay.
Many senior citizens are being
forced to | eave their homes and unl ess there
is adequate alternative housing, their
fam | iar nei ghborhoods and comunities in
whi ch they have |lived because increases in
real estate taxes have outstripped the cost of
living increases in their Social Security
checks.

Consequently, the passage of any
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| egi sl ative act which serves to relieve the

unfair burdens created by regressive real
estate taxation and provide for an alternative
source of municipal revenue should be embraced
by the General Assenbly.

The Pennsylvania State Mayor's
Associ ation urges the House Local Governnment
Commttee to move forward with the enact ment
of House Bill 2018. At this time if you
anybody has questions, | will be happy to
answer them

CHAI RMAN FREEMAN: Mayor Nowal k,
t hank you for your testimny and support of
the legislation as well as association's
support. | was pleased after speaking to your
associ ation last spring, |ast summer that they
were ready, willing and able to support the
proposal, so nmy thanks to them  Any
guestions? Representative Longietti.

REPRESENTATI VE LONGI ETTI : Thank
you, M. Chairman, thank you, M. Nowal k for
your testimony and traveling here today.

Somet hing | commented earlier on, |

just wanted to see if you have seen any trend
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in this regard, we experienced it in Mercer

County where you have housing, usually senior
citizen housing that has been created. Often
times HUD gives tax credits for that facility
to be built and then they al so subsidize what
the rent is. And we have seen a trend where
both in one instance they came in and
basically said, tal ked about relieving the
governnment of a burden basically come in and
said you know what, we are really tax exempt,
we relieve government of the burden we provide
housing to these people we are chall enging

t hat we can be assessed at all or taxed at all
on our property. Fortunately, Mercer County
took that to the Comonweal th Court recently
and won that case.

I n other cases they are basically
comng in and asking for reassessnments because
in some of these cities and towns the val ue of
property is declined because the taxes are so
hi gh, etc., and the housing stock has
deteriorated. So, in the word to be here HUD
is pushing themto do this. Because if those

t axes get reduced, then HUD 's subsidy also
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gets reduced because, you know, the cost

structure. ' mjust wondering if you are
seeing that at all if you heard that. | just
| al ways thought it was ironic, | don't know

if that is the proper term here it is the
federal government is giving them nmoney and
then they are saying we are relieving
government of a burden. But really taxpayers
are paying the bill. | just wanted to see if
you would comment on that.

CHAI RMAN FREEMAN: | have not had
any mayor contact with me regarding that
necessarily, but just in reading the newspaper
and being famliar with what happened with
various trends, | see that as a trend as our
economy gets worse and as, as citizens are
having a hard time finding enough money, then
obvi ously they have to rely on subsidized
housi ng. The federal government being in the
state it is in with high deficits is |ooking
for a way of reducing its cost and expense so
t hey would | ook for that assessnment. And |
appl aud those who took that challenge all the

way to the Commonweal t h Court.
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But that is precisely the point

that | wanted to make in nmy remarks to you.
And that is, | will elaborate, if you | ook at
Section 204 General Assessment Law, you wil
see listed about 11, 12 different exenptions
i ncluding some reference to the federal

gover nment . So | don't know if it fell in
under that, obviously, it did in your
particul ar case, but |I'm sure that in one of
the sections is the exenption.

There are only two that really
apply to what nunicipal government does in
terms of relieving the burden, that is
l'i braries and parks. You know, we provide
i braries we provide parks, | didn't include
fire conmpani es because you don't have
charities comng in and saying | would like to
set up a volunteer fire conmpany, you know. | t
is something where we are not in conpetition
wi th anybody. Parks that is simlar. Li ke |
said, libraries is simlar. But everything
el se is an exenption, either benefits the
state government or the federal government.

And | believe that there may be
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some reference to subsidized housing, | wil
have to | ook at that again as | said | read it
| ast night, but | know there is |anguage in
there that sonmebody coul d possibly construe as
exenmption for the federal governnment.

But again, the problemis this, the
benefits being conferred upon state government
and the federal government are being paid for
by the |ocal residents. You know, the fire,
police protection is the same, the enmergency
medi cal service, the sewers and the renmoval
sanitary, all of those are the sanme for the
exenpt entity as it is for the regular entity,
so who bears the cost of tax exenpt entity not
putting in the fair share, the municipality
which is why this legislation is so inportant.

That the state steps up and says

| ook we recognize we are realizing the

benefit. The federal government is realizing
the benefit. We don't want to, you know, a
borough or a city to have to bear that. Let's

provi de some noney.
So, | can as | said fromreading

t he newspaper and from other things |I am aware
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of that trend I can understand from the study

of the econony. That is why this |legislation
is so inportant.

REPRESENTATI VE LONGI ETTI : At the
same time as you all know, | guess | wll do
t he easy one pick on the feds not the state,
but you know, at the same time the feds are,
you know, getting rid of revenue sharing,
reduci ng CDBG grants, all the things that
traditionally hel ped maybe on the back end
bear sonme of the burden for the municipalities
that has all this responsibility. But al
t hat has been cut back

MR. NOWALK: Ri ght, | can maybe
think of one thing in there. Obvi ously, we
want to take care of veterans but a | ot of
that responsibility is federal government,
entities are exenpt under the | aw. Which is
as it should be, however, the municipality
shoul dn't have to bear when you have all this
tax exenpt property cumulative up to 17
percent, | guess | was curious about the 17,
17 percent is such an unusual number. I wi l

share this with you at our council nmeeting the
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ot her night | mentioned |I would be speaking

today with you and | said, you know, | said
figure it out, we in 3.3 square mles, we have
si x churches, we have six schools, | mean,
Representative Harry Readshaw s district,
proud to be represented by him and we have,
we have three public schools, three private
school s, we have obviously the government
buil di ngs, there are other tax exenpt
property.

| "' m thinking wow, wonder if we hit
that 17 percent but the borough manager said,
you can see even with all those nunicipalities
tax exenmpt entities that we don't hit 17
percent, it is probably a good number.

| haven't had a chance to analyze
it with any municipalities, but it's just
again even nmy own sort of anecdotal private
experience. We would not benefit, | know the
City of Pittsburgh, for instance, others are
really suffering because of the all the tax
exenmpt properties.

CHAI RMAN FREEMAN: | should note

too, we had difficulty trying to ascertain
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where the |line should be drawn. | f you drove
dollars to compensate people for the small est
amount of tax exempt property, you |ose your
bang for buck.

There are really needy communities
with a high percentage with just small grants
and for the smaller communities where it is
not really a problem you are giving money for
somet hi ng.

| think our executive director of
the commttee noted that the average
state-wi de i s about 12 percent, nost
communi ti es have about 12 percent tax exenpt
property. Addi ng anot her five percent gives
you critical threshold you are the comunity
really in need.

MR. NOWALK: That is good. Thank
you for clarifying that just curious somebody
asked why 17 percent as opposed to a number
divisible by five usually what we see. I wil
explain that to them Thank you for that.

CHAI RMAN FREEMAN: That is open for
further discussion as the | egislation goes

al ong. Any ot her questions?
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REPRESENTATI VE READSHAW | woul d

like to make a coment, M. Chairman, if |

m ght Mayor Nowal k and | over the years are
good friends | do represent a portion of the
borough, | want to thank the mayor for being
here, | thank you for testifying on behal f of
t he Pennsylvania State Mayor's Associ ation.
It is extremely important to Representative
Freeman's | egi sl ati on because obviously, as
you are well aware of, as the public hearings
t ake place throughout the state on any

| egi slation particularly this as we speak of
it when you can stand up and say all these
entities, all these individuals, groups,
organi zations are in favor of this

| egislation, it furthers the cause inmensely

and hopefully allows this legislation to be

passed.

| thank you for being here.

M. Chairman, if |I mght, | would
like to thank you once again, | am not a
member of the commttee but | thank you for

the courtesy extended to me today.

CHAI RMAN FREEMAN: You are al ways
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wel come to our nmeetings consider joining the

comm ttee next meeting. Representati ve Wal ko.

REPRESENTATI VE WALKO: Thank you, |
do have a brief comment. | think you very
el oquently and concisely stated the irony of
our current tax structure in Pennsylvania
where host municipalities of |large tax exenpt
institutions, etc., are providing the quid pro
quo. | think that's, and it is very concisely
and el oquently stated. | don't know when your
mayor's associ ati on meets again.

MR. NOWALK: It will meet in July
of this year, July of this year we have our
annual conference. W are working on our
communi cations so if there is something where
we need to communi cate, you know, |I'mtrying
to get to the point where if this bill goes
out of the floor we need to support it that we
are able to send out to all of our members to
give it support.

REPRESENTATI VE WALKO: | do think
you are sitting on a m ghty powerful group,
with a mghty powerful group. If it is used,

as | think you are going to, that could really
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hel p Representative Freeman's bill and the

commonweal t h.

MR. NOWALK: This is a bill that
benefits mayors and |I'm happy to do whatever |
can to get this bill passed.

CHAI RMAN FREEMAN: Your support is
much appreci at ed.

MR. NOWALK: We will nonitor if you
l et me know when we need to contact our
menbers, say please contact your
representatives, | would be happy to do that.

REPRESENTATI VE WALKO: A brief
guestion, are boroughs part of your group?

MR. NOWALK: Yes, boroughs and
cities. W actually started as a, initially a
borough association then enmbraced cities. But
we have quite a sizable nunber of cities as
wel | as boroughs. ' mvery pleased with the
response and as | say, we consider ourselves
representing all whether they are actual
members or not | should point out there are a
| ot of nmunicipalities, boroughs in particular
t hat have |l ess than 1,000 in popul ati on. They

may or may not be able to afford our meager
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menber shi p dues, but we consider ourselves

representing them

I f we don't speak for them who
el se is going to speak for the them? W are
very much, we are not affiliated with any kind
of other governmental organization. W are
strictly mayors and that is how we, you know
our conference Representative Freeman said he
attended, all of the itenms at our conference
are all geared towards mayors. How to becone
a better mayor and better represent your
muni ci pality.

So, I'mvery pleased with what we
have been able to do so far and we would |ike
to do more and that is why |I'm here today.

REPRESENTATI VE WALKO: Thank you,
Mayor Nowal k.

CHAI RMAN FREEMAN: Thank you for
your support of the |egislation and assi stance
t hrough the |l egislative process. | think
every Representative wel comes the input of
their comunity mayors, they know you are in
the trenches, front lines so when you speak,

we |isten. Nice to have your support.
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MR. NOWALK: Thank you.

CHAI RMAN FREEMAN: This concl udes
our list of testifiers. | want to thank
members for being in attendance today to hear
the testi mony we received. Thank our staff,
Denmocratic staff and Republican staff for
bei ng here and giving their support to today's
communi ty hearing. Our stenographer for his
willingness to put up with my |ong-w nded
guesti ons.

Al so for all those who testified in
attendance today. W do intend to move this
| egi slation forward hopefully will bring it up
for a vote in early April. W need to refine
some key points of the fornmula on the whole
movi ng forward want to |l et the public know.

We al so would ask Representative
Wal ko as host whet her he has any cl osing
comment s.

REPRESENTATI VE WALKO: Thank you
M. Chairman, no thank you.

CHAlI RMAN FREEMAN: | declare this
hearing of the commttee adjourned.

(Adj ourned at 12:35 p.m)
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| hereby certify that the foregoing is a

correct transcript fromthe record of

proceedings in the above entitled matter.

WIlliam E. Weber, RDR, CRR
Court Reporter
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