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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
NO. 71 7 Session of 2007

INTRODUCED BY LOGAN, ORIE, COSTA, LAVALLE, FONTANA, BOSCOLA,
O'PAKE AND FERLO, JUNE 25, 2007
REFERRED TO FINANCE, JUNE 25, 2007
A JOINT RESOLUTION

Proposing integrated amendments to the Constitution of the
Commonwealth of Pennsylvania, further providing for
uniformity of taxation and for tax exemptions and special tax
provisions.

The General Assembly of the Commonwealth of Pennsylvania
hereby resolves as follows:

Section 1. The General Assembly finds and declares as
follows:

(1) The rising cost of public education and local
government services has resulted in political subdivisions
placing a disproportionate reliance on the collection of
residential property taxes. Not surprisingly, the increases
in real property taxes imposed by school districts and
municipalities have placed a significant financial burden on
homeowners throughout this Commonwealth.

(2) The Commonwealth's current property tax system is
structurally flawed and damaged beyond repair. It is highly
subjective, inherently unfair and regressive as property
values often rise disproportionately with individual incomes.
The end result is that under the current system, senior
citizens and others face the very real possibility that
increases in property tax rates will force them to sell their
homes, while at the same time it is extremely difficult for
newlyweds, young families and others to purchase a first
home.

(3) Since 2003, over 118,000 Commonwealth residents have
signed a petition seeking to abolish the power of political
subdivisions to levy real estate taxes on homestead property.
The petition, sponsored by a grass-roots organization called
STOP TAXING OUR PROPERTIES (S.T.0.P.), is one of many
sponsored by various grass-roots groups that are seeking the
elimination of local property taxes.

(4) The Constitution currently prohibits the General
Assembly from eliminating property taxes on homestead
property only and from imposing a graduated personal income
tax.
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(5) This constitutional amendment is intended to seek

20 voter approval to eliminate the ability of political
21 subdivisions to impose real estate taxes on homestead
22 property and to replace that revenue with funds derived from
23 other sources. These sources include the imposition of a
24 graduated income tax to be used solely to fund homestead
25 property tax elimination.
26 (6) The Commonwealth is in the midst of a property tax
27 crisis that needs to be addressed immediately and
28 definitively. The citizens of this Commonwealth deserve
29 quality schools which provide quality educations. Local
30 governments must have the ability to properly fund necessary
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1 services. However, these needs must be funded through an
2 equitable system of taxation which does not rely on the
3 taxing of homestead property.
4 (7) A major emergency threatens this Commonwealth and
5 the safety and welfare of this Commonwealth and its citizens
6 require the expedited amendment of the Constitution using the
7 procedure set forth in Article XI.
8 Section 2. The following integrated amendments to the
9 Constitution of Pennsylvania are proposed in accordance with
10 Article XI:
11 (1) That section 1 of Article VIII be amended to read:
12 § 1. Uniformity of taxation.
13 [All] (a) Except as provided in subsection (b), all taxes
14 shall be uniform, upon the same class of subjects, within the
15 territorial limits of the authority levying the tax, and shall
16 Dbe levied and collected under general laws.
17 (b) Any political subdivision levying a tax on real property
18 shall be prohibited from levying the tax on homestead property
19 for any tax year beginning after June 30, 2008.
20 (2) That section 2 (b) of Article VIII be amended to read:
21 § 2. Exemptions and special provisions.
22 *x Kk %
23 (b) The General Assembly may, by law:
24 (i) Establish standards and qualifications for private
25 forest reserves, agricultural reserves, and land actively
26 devoted to agricultural use, and make special provision for the
27 taxation thereof;
28 (ii) Establish as a class or classes of subjects of taxation
29 the property or privileges of persons who, because of age,
30 disability, infirmity or poverty are determined to be in need of
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1 tax exemption or of special tax provisions, and for any such
2 class or classes, uniform standards and qualifications. The
3 Commonwealth, or any other taxing authority, may adopt or employ
4 such class or classes and standards and qualifications, and
5 except as herein provided may impose taxes, grant exemptions, or
6 make special tax provisions in accordance therewith. No
7 exemption or special provision shall be made under this clause
8 with respect to taxes upon the sale or use of personal property,
9 and no exemption from any tax upon real property shall be
10 granted by the General Assembly under this clause unless the
11 General Assembly shall provide for the reimbursement of local
12 taxing authorities by or through the Commonwealth for revenue
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losses occasioned by such exemption;

14 (iii) Establish standards and qualifications by which local
15 taxing authorities may make uniform special tax provisions

16 applicable to a taxpayer for a limited period of time to

17 encourage improvement of deteriorating property or areas by an
18 individual, association or corporation, or to encourage

19 industrial development by a non-profit corporation; and

20 (iv) Make special tax provisions on any increase in value of
21 real estate resulting from residential construction. Such

22 special tax provisions shall be applicable for a period not to
23 exceed two years.

24 (v) Establish standards and qualifications by which local

25 taxing authorities in counties of the first and second class may
26 make uniform special real property tax provisions applicable to
27 taxpayers who are longtime owner-occupants as shall be defined
28 by the General Assembly of residences in areas where real

29 property values have risen markedly as a consequence of the

30 refurbishing or renovating of other deteriorating residences or
20070S50717B1237 - 4 -

1 the construction of new residences.

2 (vi) Authorize local taxing authorities to exclude from

3 taxation an amount based on the assessed value of homestead

4 property. The exclusions authorized by this clause shall not

5 exceed one-half of the median assessed value of all homestead

6 property within a local taxing jurisdiction. A local taxing

7 authority may not increase the millage rate of its tax on real

8 property to pay for these exclusions.

9 (vii) For purposes of funding the elimination of local real
10 estate taxes on homestead property, establish nonuniform rates
11 of taxation for any tax levied on personal income, increasing in
12 proportion to the level of personal income.

13 * k%

14 Section 3. (a) The General Assembly hereby determines that
15 a major emergency threatens or is about to threaten this

16 Commonwealth, and the safety or welfare of this Commonwealth

17 requires prompt amendment of the Constitution of Pennsylvania by
18 these constitutional amendments.

19 (b) Upon passage by the General Assembly of these proposed
20 constitutional amendments, the Secretary of the Commonwealth

21 shall proceed immediately to comply with the advertising

22 requirements of section 1(a) of Article XI of the Constitution
23 of Pennsylvania and shall transmit the required advertisements
24 to two newspapers in every county in which such newspapers are
25 published in sufficient time after passage of these proposed

26 constitutional amendments. The Secretary of the Commonwealth

27 shall submit these proposed constitutional amendments to the

28 qualified electors of this Commonwealth as a single ballot

29 question at the first primary, general or municipal election

30 occurring at least one month after the proposed constitutional
2007050717B1237 -5 -

1 amendments are passed by the General Assembly which meets the

2 requirements of and is in conformance with section 1(a) of

3 Article XI of the Constitution of Pennsylvania.
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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
NO. 718 Session of 2007

INTRODUCED BY LOGAN, ORIE, COSTA, LAVALLE, FONTANA, BOSCOLA,
O'PAKE AND FERLO, JUNE 25, 2007

REFERRED TO FINANCE, JUNE 25, 2007
AN ACT

Providing for prohibition of levy or collection of tax on
homestead property, for the Homestead Property Tax
Elimination Fund, for imposition of sales and use tax, for
increase in personal income tax and for the Property Tax
Relief Fund; and making a related repeal.

The General Assembly of the Commonwealth of Pennsylvania
hereby enacts as follows:
Section 1. Short title.

This act shall be known and may be cited as the Homestead
Property Tax Elimination Act.
Section 2. Definitions.

The following words and phrases when used in this act shall
have the meanings given to them in this section unless the
context clearly indicates otherwise:

"Fund." The Homestead Property Tax Elimination Fund
established under section 4.
"Homestead property." The owner-occupied, primary residences

and the parcel of land within this Commonwealth on which the
residence is located and other improvements located on the
parcel. If a portion of the structure is used for a
nonresidential purpose, the homestead is equal to that portion
of the property used as the primary residence of the owner-
occupant. The term "homestead" shall have no effect, evidentiary
or otherwise, concerning the issue of whether property
constitutes a homestead or homestead property under any other
act. The term "homestead" shall include the owner-occupied
primary residence on a farmstead as defined in 53 Pa.C.S. § 8582
(relating to definitions) but shall not include any other real
property on a farmstead.

"Political subdivision." Any county, city, borough,
incorporated town, township, school district, vocational school
district and county institution district.

Section 3. Property tax prohibition.

(a) Levy.--Notwithstanding any other provision of law to the
contrary, no political subdivision may levy or collect any tax
on homestead property for any purpose in any taxable year which
begins after June 30, 2008.
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(b) Collection.--Nothing in this act shall be construed to

20 prohibit a political subdivision from collecting delinquent
21 taxes on homestead property levied in any fiscal year preceding
22 the fiscal year in which the prohibition under subsection (a)
23 applies.
24 Section 4. Homestead Property Tax Elimination Fund.
25 (a) Establishment.--There is hereby established in the
26 Treasury Department a special fund to be known as the Homestead
27 Property Tax Elimination Fund.
28 (b) Custodian.--The State Treasurer shall be the custodian
29 of the fund, which shall be subject to the provisions of law
30 applicable to funds listed in section 302 of the act of April 9,
2007050718B1238 -2 -

1 1929 (P.L.343, No.176), known as The Fiscal Code.

2 (c) Roles of Department of Revenue and State Treasurer.--

3 Taxes imposed under sections 5 and 6 shall be received by the

4 Department of Revenue and paid to the State Treasurer and, along
5 with interest and penalties and any refunds and credits paid,

6 shall be credited to the fund no less frequently than quarterly.
7 (d) Interest.--During any period prior to the credit of

8 moneys to the fund, interest earned on moneys received by the

9 Department of Revenue and paid to the State Treasurer under this
10 act shall be deposited into the fund.

11 (e) Money in the fund.--All money in the fund, including,

12 Dbut not limited to, money credited to the fund under this

13 section, prior year encumbrances and interest earned thereon

14 shall not lapse or be transferred to any other fund but shall

15 remain in the fund and be used exclusively as provided in this
16 act.
17 (f) Investment of funds.--Pending disbursement, money
18 received on behalf of or deposited into the fund shall be
19 invested or reinvested as are other funds in the custody of the
20 State Treasurer in the manner provided by law. All earnings
21 received from the investment or deposit of such funds shall be
22 credited to the fund.
23 (g) Borrowing of funds.--The State Treasurer shall be
24 authorized to borrow money from the General Fund in the event
25 the money in the fund is insufficient to make the distribution
26 required under section 8. Such borrowing shall be repaid with
27 interest to the General Fund at the earliest practicable date.
28 (h) TUse of funds.--The Department of Revenue and the State
29 Treasurer may use a portion of the revenues in the fund for
30 costs associated with administering this act.
2007050718B1238 -3 -

1 Section 5. Sales and use tax.

2 (a) Tangible personal property or services.--In addition to
3 any other tax currently levied by the Commonwealth under Article
4 II of the act of March 4, 1971 (P.L.6, No.2), known as the Tax

5 Reform Code of 1971, there shall be imposed upon each separate

6 sale at retail of tangible personal property or services as

7 defined in Article II of the Tax Reform Code of 1971 a tax on

8 the purchase price of 1%.

9 (b) Purchases at retail.--In addition to any other tax
10 currently levied by the Commonwealth under Article II of the Tax
11 Reform Code of 1971, there shall be imposed upon the use of
12 tangible personal property purchased at retail and on services
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purchased at retail as defined in Article II of the Tax Reform

14 Code of 1971, a tax on the purchase price of 1%. The use tax

15 imposed under this subsection shall not be paid over to the

16 Commonwealth by any person who has paid the tax imposed under
17 subsection (a) or has paid the tax imposed under this subsection
18 to the vendor with respect to the use.

19 (c) Applicability.--The provisions of Article II of the Tax
20 Reform Code of 1971 shall apply to the sales and use tax levied
21 under this act.
22 (d) Deposit of Revenue.--The revenue generated through the
23 tax levied pursuant to this section shall be deposited into the
24 fund established under section 4 for purposes of replacing
25 revenues lost by all political subdivisions based on the
26 property tax prohibition set forth in section 3.
27 Section 6. Personal income tax.
28 (a) Additional income tax.--In addition to any other tax
29 currently levied by the Commonwealth under section 302 of the
30 act of March 4, 1971 (P.L.6, No.2), known as the Tax Reform Code
2007050718B1238 -4 -

1 of 1971, there is hereby levied a tax on each class of income as
2 defined in Article III of the Tax Reform Code of 1971 as

3 follows:

4 (1) For income greater than $100,000 but not greater

5 than $150,000, 1%.

o (2) For income greater than $150,000 but not greater

7 than $200,000, 1.25%.

8 (3) For income greater than $200,000 but not greater

9 than $250,000, 1.6%.

10 (4) For income greater than $250,000 but not greater
11 than $300,000, 2%.
12 (5) For income greater than $300,000 but not greater
13 than $350,000, 2.75%.
14 (6) For income greater than $350,000 but not greater
15 than $400,000, 3.5%.
16 (7) For income greater than $400,000, 4%.
17 (b) Applicability.--The provisions of Article III of the Tax
18 Reform Code of 1971 shall apply to the personal income tax
19 1levied pursuant to this section.
20 (c) Deposit of revenue.--The revenue generated through the
21 tax levied under this section shall be deposited into the fund
22 established under section 4 for purposes of replacing the
23 revenues lost by all political subdivisions based on the
24 property tax prohibition set forth in section 3.
25 Section 7. Slot machine gaming revenue.
26 Annually, all revenue deposited in the Property Tax Relief
27 Fund pursuant to 4 Pa.C.S. § 1409 (relating to Property Tax
28 Relief Fund) shall be transferred to the fund for purposes of
29 replacing revenue lost by all political subdivisions based on
30 the property tax prohibition set forth in section 3.
2007050718B1238 -5 -

1 Section 8. Disbursements from fund.

2 (a) Certifications by political subdivisions.--By June 30,
3 2008, each political subdivision shall calculate the amount of
4 revenue the political subdivision will lose in the upcoming

5 fiscal year based on the homestead property tax prohibition

6 under section 3 and certify the amount to the State Treasurer.
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The calculation shall be based on the homestead property tax

8 levied as of the date the certification is made.
9 (b) Duties of State Treasurer.--
10 (1) Each year the State Treasurer shall adjust the
11 calculation originally certified under subsection (a) by the
12 percentage change in the Statewide average weekly wage as
13 calculated by the Department of Labor and Industry under
14 section 404 (e) (2) of the act of December 5, 1936 (2nd
15 Sp.Sess., 1937 P.L.2897, No.l), known as the Unemployment
16 Compensation Law.
17 (2) The Treasury Department shall reimburse each
18 political subdivision for the total amount of revenue lost by
19 the political subdivision based on the property tax
20 prohibition under section 3.
21 (i) For a political subdivision with a fiscal year
22 concurrent with the calendar year, in two installments to
23 be paid on February 1 and April 1.
24 (11) For any other political subdivision, in two
25 installments to be paid on the fourth Thursday of August
26 and the fourth Thursday of October.
27 Section 9. Notice.
28 If a constitutional amendment prohibiting any political
29 subdivision from levying a tax on homestead real property and
30 authorizing a graduated income tax is ratified by the
2007050718B1238 - 6 -
1 electorate, the Secretary of the Commonwealth shall transmit
2 notice of the ratification to the Legislative Reference Bureau
3 for publication in the Pennsylvania Bulletin.
4 Section 19. Repeals.
5 (a) Specific.--Repeals are as follows:
6 (1) The General Assembly declares that the repeals under
7 paragraph (2) are necessary to effectuate section 3.
8 (2) The act of June 27, 2006 (1lst Sp.Sess., P.L.1873,
9 No.1l), known as the Taxpayer Relief Act, is repealed as
10 follows:
11 (i) Chapters 3, 5, 7, 9 and 15 are repealed
12 absolutely.
13 (ii) Chapter 13 is repealed to the extent that it
14 authorizes property tax rebates for taxes timely paid
15 after June 30, 2008.
16 (b) Inconsistent.--All acts and parts of acts are repealed
17 insofar as they are inconsistent with this act.
18 Section 20. Effective date.
19 This act shall take effect as follows:
20 (1) The following provisions shall take effect
21 immediately:
22 (1) Section 1.
23 (ii) Section 9.
24 (iii) This section.
25 (2) The remainder of this act shall take effect upon
26 publication of the notice under section 9.
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