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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 834 5

| NTRODUCED BY SAYLOR, DEMPSEY, FAI RCH LD, MASLAND, NAI LOR,
ARMSTRONG, BARRAR, FORCI ER, HANNA, HENNESSEY, HERSHEY
HUTCHI NSON, MARSI CO, ORI E, PESCI, RUBLEY, STEELMAN, STEIL,
STEVENSON, SURRA, TIGUE AND TULLI, MARCH 10, 1999

REFERRED TO COWM TTEE ON LOCAL GOVERNMENT, MARCH 10, 1999
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AN ACT
Amending Title 53 (Municipalities Generally) of the Pennsylvania

Consol idated Statutes, further providing for taxation by

school districts.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Sections 8701, 8702, 8703(a), (b) and (d),
8704(a), 8705(e), 8711, 8712, 8713, 8714, 8715, 8716, 8717, 8912
and 8915 of Title 53 of the Pennsyl vania Consoli dated Statutes
are anmended to read:

§ 8701. Ceneral tax authorization.

(a) GCeneral rule.--Subject to sections 8703 (relating to
adoption of referendunm) and 8704 (relating to public referendum
requi renents for increasing property taxes previously reduced)
and except as provided in subsection (b), each school district
shall have the power and may by resolution | evy, assess and

coll ect or provide for the | evying, assessnment and collection of

the earned incone and net profits tax or_a personal incone tax
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in accordance with the act of March 4, 1971 (P.L.6, No.2), known

as the Tax Reform Code of 1971, under this chapter.

(b) Exclusions.--No school district which |levies an earned

income and net profits tax or _a personal incone tax authorized

by this chapter shall have any power or authority to |evy,
assess or collect:

(1) A tax based upon a flat rate or on a mllage rate on
an assessed valuation of a particular trade, occupation or
prof essi on, commonly known as an occupation t ax.

(2) Atax at a set or flat rate upon persons enpl oyed
within the taxing district, commonly known as an occupati onal
privil ege tax.

(3) A per capita, poll, residence or simlar head tax.

(4) The earned incone and net profits tax |evied under
the Local Tax Enabling Act.

(5) An earned incone tax under the act of August 24,
1961 (P.L.1135, No.508), referred to as the First Class A
School District Earned |Inconme Tax Act, or under the
additional authority in section 652.1(a)(2) of the act of
March 10, 1949 (P.L.30, No.14), known as the Public School
Code of 1949.

(6) Any tax under section 652.1(a)(4) of the Public
School Code of 1949 except as it pertains to real estate
transfer taxes.

(7) Except for taxes permtted under section 8402(b)
(relating to scope and limtations), (c), (d), (e) and (f),
any other tax authorized or permtted under the Local Tax
Enabl i ng Act.

(c) Delinquent taxes.--The provisions of subsection (b)

shall not apply to collection of delinguent taxes.
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§ 8702. Continuity of tax.

The earned inconme and net profits tax or _the personal incone

tax | evied under the provisions of this chapter shall continue
in force on a fiscal year basis w thout annual reenactnment
unless the rate of tax is increased or the tax is subsequently
r epeal ed.
§ 8703. Adoption of referendum
(a) GCeneral rule.--
(1) In order to levy an earned incone and net profits

tax or _a personal incone tax under this chapter, a governing

body shall use the procedures set forth in subsection (b).
(2) Any governing body after making an election to |evy

an earned incone and net profits tax or a personal incone tax

under this chapter may, after a period of at |east three ful
fiscal years, elect under the provisions of subsection (c) to
| evy, assess and collect the taxes prohibited by section
8701(b) (relating to general tax authorization) to the extent
otherwi se provided by law. If the el ectorate approves such
ref erendum the governing body shall lose the authority to
continue to |l evy an earned inconme and net profits tax or

personal incone tax authorized under this chapter.

(b) Public referendumrequirenents.--Subject to the notice
and public hearing requirenents of section 8716 (relating to
procedure and adm ni stration), a governing body may |evy the

earned income and net profits tax or personal incone tax under

this chapter only by obtaining the approval of the el ectorate of
the affected school district in a public referendumat only the
muni ci pal el ection preceding the fiscal year when the earned

income and net profits tax or personal incone tax will be

initially inposed. The referendum question nust state the
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initial rate of the proposed earned incone and net profits tax

or personal incone tax, the reason for the tax and the anpunt of

proposed budgeted revenue growth, if any, in the first fiscal
year follow ng adoption of the referendum expressed as a
percent increase over the prior year's budgeted revenue. Any
i ncrease in budgeted revenue between the first fiscal year
foll ow ng adoption of the referendum and the prior year's
budget ed revenue shall not exceed the annual percent change in
the Statew de average weekly wage. The question shall be in
cl ear language that is readily understandable by a | ayperson.
For the purpose of illustration, a referendum question may be
framed as foll ows:

Do you favor the inposition of an earned i nconme and net

profits tax or personal incone tax of X%to be used to

repl ace (nanes of |ocal taxes to be repeal ed), reduce
real property taxes by X% by neans of a honestead
excl usion and provide for a one-tine revenue increase of
X% over the preceding fiscal year?
A nonlegal interpretative statenment nmust acconpany the question
in accordance with section 201.1 of the act of June 3, 1937
(P.L.1333, No.320), known as the Pennsylvania El ection Code,
that includes the following: the initial rate of the earned

income and net profits tax or personal incone tax and the

maxi mum al | owabl e rate of the earned inconme and net profits tax

or _personal incone tax inposed under this chapter; the estimated

revenues to be derived fromthe initial rate of the earned

income and net profits tax or personal incone tax inposed under

this chapter; the anount of proposed revenue growth, if any, in
the first fiscal year follow ng adoption of the referendum the

estimated reduction in real property taxes and the elimnation
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of certain existing taxes under this chapter; the identification
of the existing taxes to be elimnated under this chapter; the
met hod to be used to reduce real property taxes; the class or

cl asses of real property for which real property taxes would be
reduced; and the estimted anmount of real property tax reduction
by cl ass, expressed as an average percent reduction by class.
Any governi ng body which uses the procedures under this section
shall not be subject to the provisions of section 8704 (relating
to public referendumrequirenents for increasing property taxes
previ ously reduced) for any future increases in the earned

income and net profits tax or _personal incone tax rates

aut hori zed under this chapter. Any future real property tax rate
i ncreases are subject to the provisions of section 8704. If the
ball ot question fails to receive a mpgjority vote pursuant to
this section, approval of the electorate under section 8704
shall not be required to increase the rate of any tax which the
governi ng body of the affected school district is authorized to
| evy and increase pursuant to any other act.

* %k

(d) Public requirenments to initiate referendum --

(1) |If the governing body of a school district fails to
pl ace a referendum question on the ballot within two years
after the effective date of this chapter, the electors of the
school district may:

(i) Crculate a petition which, if signed by

el ectors conprising 2% of the nunber of electors voting

for the office of Governor in the |ast gubernatorial

election in the school district and filed with the

el ection officials and submtted to the governi ng body

t hereof, shall require the governing body to establish a
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| ocal tax study conm ssion. The provisions under
paragraph (2)(v), (vi), (vii), (viii) (ix) and (x) shal
not apply to this subparagraph.

(i) If the local tax study conm ssion nakes a

recommendation to | evy the earned incone and net profits

tax or personal incone tax under this chapter and the

governing body fails to place the reconmendati on or ot her

alternative of the governing body authorized under this
chapter on the ballot in accordance with this chapter at
t he next nmunicipal election occurring at |east 90 days
after the subm ssion of the reconmendation to the
governi ng body, a petition under this paragraph may be
circulated. If the petition is signed by the electors

conprising 5% of the nunber of electors voting for the

of fice of Governor in the last gubernatorial election in

the school district and filed with election officials at

| east 90 days prior to the next rmnunicipal election, the

petition shall conpel the election officials to place the

recommendati on upon the ballot at the next rmuni ci pal

el ection occurring at | east 90 days after the filing of

t he petition.

(2) The followi ng requirenments shall apply to the
process under paragraph (1):

(1) The nanme and street address of each el ector
signing the petition and of the person filing the
petition shall be clearly stated on the petition. The
petition shall include an affidavit of the circul ator
that he or she is a qualified elector of the school
district referred to in the petition; that the signers

signed with full know edge of the contents of the
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1 petition; that the signers' residences are correctly

2 stated; and that, to the best of the circulator's

3 knowl edge and belief, the signers are qualified el ectors.
4 (1i) The election officials shall, within ten days
5 after filing, review the petition as to the nunber and

6 qualifications of signers. If the petition appears to be
7 defective, the election officials shall imrediately

8 notify the person filing the petition of the defect and
9 may reject the petition if warranted.

10 (iti1) The petition as submtted to the election

11 officials, along with the list of signatories, shall be
12 open to public inspection in the office of the election
13 officials.

14 (iv) If the election officials find that the

15 petition as submtted is in proper order, they shall send
16 copies of the petition without signatures thereon to the
17 gover ni ng body i nvol ved.

18 (v) The procedure for the referendum shall be

19 governed by the act of June 3, 1937 (P.L.1333, No. 320),
20 known as the Pennsylvania El ecti on Code.
21 (vi) If the election officials find the petition
22 neets the requirenents of this chapter, they shall place
23 the proposal on the ballot in a nmanner fairly
24 representing the content of the petition for decision by
25 ref erendum at the proper el ection.
26 (vii) The election officials shall certify the date
27 for the referendum and shall notify the governing body at
28 | east 30 days prior to such date.
29 (viii) At least 30 days' notice of the referendum
30 shall be given by proclamation of the governing body. A
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copy of the proclamation shall be posted at each polling
pl ace on the day of the election and shall be published
once in at | east one newspaper of general circulation
which is distributed within the school district during
the 30-day period prior to the el ection.
(i x) Approval of a referendum shall be by majority
vote of those voting in the school district involved.
(x) The election officials shall certify the results
of the referendumto the governi ng body.
§ 8704. Public referendumrequirenents for increasing property
t axes previously reduced.
(a) GCeneral rule.--Except as provided in subsections (c) and
(d), a governing body that elects to | evy an earned i ncone and

net profits tax or personal incone tax under this chapter

pursuant to section 8703(a) (relating to adoption of referendun
shall not increase the rate of its tax on real property w thout
first obtaining the approval of the electorate of the affected
school district in a referendumat the primary el ection

i mredi ately preceding the fiscal year of the proposed tax

i ncrease.

* * %

§ 8705. Local tax study commi ssion.

* * %

(e) Reconmendation.--Wthin 90 days of its appointnent, the
| ocal tax study conm ssion shall nake a nonbi ndi ng

recommendation to the governing body regarding the inposition of

an earned incone and net profits tax or personal incone tax to
be | evi ed, assessed and col |l ected comrenci ng the next fiscal

year. Except as provided in subsection (f), if the governing
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body appoints a conm ssion, the earned i nconme and net profits

tax or personal incone tax authorized under this chapter may not

be | evied, assessed or collected until receipt of the
recommendation. No |later than 90 days prior to the next
muni ci pal el ection occurring at |east 150 days after the
subm ssi on of the recommendati on, the governing body shal
accept or reject the reconmendati on of the |ocal tax study
conmmi ssion or adopt an alternative proposal authorized under
this chapter

* * %

§ 8711. Earned inconme and net profits tax or_personal incone

tax.
A school district shall have the power to |evy, assess and

collect a tax on the earned incone and net profits or personal

i ncone tax of resident individuals of the school district up to

a maximumrate of 1.5% The earned inconme and net profits tax or

personal incone tax nmay be |l evied by the school district at a
rate of 1.0% 1.25%or 1.5%
§ 8712. Collections.

Any school district inmposing a tax under section 8711

(relating to earned income and net profits tax or personal

i ncone tax) shall designate the tax officer who is appointed

under section 10 of the Local Tax Enabling Act, or otherw se by
law, as the collector of the earned incone and net profits tax

or _personal incone tax. In the performance of the tax collection

duties under this subchapter, the designated tax officer shal
have all the same powers, rights, responsibilities and duties
for the collection of the taxes which may be inposed under the
Local Tax Enabling Act, Subchapter C of Chapter 84 (relating to

| ocal taxpayers bill of rights) or as otherw se provided by | aw
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§ 8713. Credits.

(a) GCeneral rule.--The provisions of section 14 of the Local
Tax Enabling Act shall be used to determ ne any credits under
the provisions of this chapter for any taxes inposed under
section 8711 (relating to earned incone and net profits tax or

personal incone tax).

(b) State tax credit.--A credit agai nst personal incone tax
due to the Commonweal th under section 302 of the Tax Reform Code
shall be granted to all nonresidents of a city of the first
cl ass who are subject to a tax inposed by a city of the first
cl ass pursuant to the act of August 5, 1932 (Sp.Sess., P.L.45,
No. 45), referred to as the Sterling Act. The credit shall equal
0. 2756% of sal ari es, wages, comr ssions, conpensation or other
i nconme received for work done or services performed within a
city of the first class. The Secretary of Revenue shal
pronul gate such regul ations and forns as are necessary to
i npl enent the provisions of this subsection. This section shal
only apply to residents of school districts which inpose the tax
under this subchapter. A governing body of a school district in
a county of the second class A shall, and a governing body of a
school district in a county of the third class may, include in
t he referendum questi on under section 8703 (relating to adoption
of referendun) |anguage aski ng whether the credit against the
personal income tax in this subsection should be provided to the
nonr esi dent taxpayer in the city of the first class or the
school district in which the taxpayer resides for the purpose of
maki ng additional tax reductions in the sane manner as section
8717 (relating to disposition of earned inconme and net profits

tax or personal incone tax revenue). Should any court of

conpetent jurisdiction determne that this subsection is
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unconstitutional, the provisions of this subsection shall be
void and no credit shall be expanded or extended in any way by
any court.

8§ 8714. Earned inconme and net profits tax or_personal incone

tax exenption.
A school district that inposes an earned i nconme and net

profits tax or personal incone tax under this chapter may exenpt

fromthe paynent of that tax any person whose total incone from
all sources is |less than $7,500.
§ 8715. Rules and regul ations.

Taxes inmposed under section 8711 (relating to earned incone

and net profits tax or personal incone tax) will be subject to

all regul ati ons adopted under section 13 of the Local Tax
Enabling Act. A school district may adopt regul ations for the
processing of clains for credits or exenptions under sections

8713 (relating to credits) and 8714 (relating to earned incone

and net profits tax or_ personal incone tax exenption).
§ 8716. Procedure and adm nistration.
In order to levy the tax under section 8711 (relating to

earned inconme and net profits tax or personal incone tax), the

governi ng body shall adopt a resolution which shall refer to
this subchapter prior to placing a question on the ballot under
section 8703 (relating to adoption of referendum. Prior to
adopting a resolution inposing the tax authorized by section
8711, the governing body shall give public notice of its intent
to adopt the resolution in the manner provided by section 4 of
the Local Tax Enabling Act and shall conduct at |east one public
heari ng regardi ng the proposed adoption of the resol ution.

§ 8717. Disposition of earned incone and net profits tax or

personal incone tax revenue.
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The di sposition of revenue from an earned i ncome and net

profits tax or personal incone tax or an increase in the rate of

an earned incone and net profits tax or personal incone tax

i nposed by school districts under the authority of this chapter
shall occur in the follow ng manner:
(1) For the fiscal year of inplenentation of a newy

i nposed i ncome tax or personal incone tax, all earned incone

and net profits tax or personal incone tax revenue received

by a school district shall be used first to offset any | ost
revenue to the school district fromthe taxes prohibited
under section 8701(b) (relating to general tax authorization)
in an anount equal to the revenue collected fromthe

prohi bited taxes in section 8701(b) in the preceding fiscal
year; second, to provide for an increase in budgeted revenues
over the preceding fiscal year in accordance with the anmount
specified in the referendum question approved by the voters
under section 8703 (relating to adoption of referendun); and
third, to reduce the school district real property tax in the
foll ow ng order:

(1) By nmeans of an exclusion for honestead property
pursuant to section 8583 (relating to exclusion for
honmest ead property).

(i1i) By neans of a reduction in the mllage rate
after the limt on the exclusion for honestead property
has been reached under section 8586 (relating to
l[imtations).

(2) For the fiscal year of inplenentation of an increase
in the rate of the existing earned inconme and net profits tax

or personal incone tax inposed under this chapter, al

revenue received by a school district directly attributable
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to the increased rate shall be used to reduce the school
district real property tax in the follow ng order:
(1) By nmeans of an exclusion for honestead property
pursuant to section 8583.
(i1i) By neans of a reduction in the mllage rate
after the limt on the exclusion for honestead property
has been reached under section 8586.
§ 8912. Register for taxes.
(a) GCeneral rule.--The departnment shall maintain an official
continuing register supplenmented annually of all |ocal earned

income and net profits taxes or _personal incone tax |evied under

Chapter 87 (relating to other subjects of taxation).
(b) Contents of register.--The register shall |ist:
(1) The school districts levying |ocal earned incone and

net profits tax or personal incone tax.

(2) The rate of tax as stated in the resolution |evying
t he tax.

(3) The rate on taxpayers.

(4) The nane and address of the official responsible for
adm nistering the collection of the tax and from whom
information, forns and copi es of regul ations are avail abl e.

§ 8915. Effect of nonfiling.
Enpl oyers shall not be required by any ordi nance to w thhold
fromthe conpensation of their enployees any |ocal earned incone

and net profits tax or personal incone tax inposed under Chapter

87 (relating to other subjects of taxation) which is not listed
in the register or to nake reports of conpensation in connection
with taxes not so listed. If the register is not avail abl e by
August 15, the register of the previous year shall continue to

be effective for an additional period of not nore than one year.
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1 Section 2. This act shall take effect in 60 days.
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