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Good morning Chairpersons Benn~nghoff and Mundy as well as other members of the House of 

Representatives Finance Committee and ?hank you for allowrng me thrs opportunity to present information 

on the proposed House Bill No. 1877 My name is Joseph Lubitsky and for the past ten years I have 

served as the Director of Administrative Sewices for the Chester County Intermed~ateUnlt. Prior to 

joinrng the lntermedlate Unit, I sewed as the Drrector of Business Operations for the Kennett 

Consolidated School Dlstrlct in Chester County. During my career I have been actively involved with the 

Pennsylvania Association of School Business Officials (PASBO), includrng committees geared toward 

lmplementlng efficiency Initiatives in the areas of tax collections 

The purpose of my testimony IS to present suppwt on behalf of the publlc school districts Tor FIB 

1877. If passed into law, HB 1877 would glve districts the ability to ellmlnate the mandated annual cost 

incurred for the collectton of delinquent real estate property taxes by a county. The tax claims bureaus of 

each county currently assess delinquent tax collection fees equal to frve percent (5%) of delinquent real 

estate taxes collected each year. This amounls to over $1.2 mill~on in annual costs for the school districts 

In Chester County as outllned in the table below' 
- 

Delinauent Schod Real Estate TiiXeSsubmitted to Chesaer lZIunty 

an2 

-d 
A m  Grae S c M  Dstnct 

Cmtmlle Area S c M  Cisfrict 
Dwunirgiornn Area S c M  Bsftict 

Great V8ey S c M  astnct 

m Cascdldatd S c m  asillct 

OctwaraArea School Dstnct' 

ONen J. Roberts S c M  Cistnct 

Oxfad Area S c M  Dsfflct 

W m l l e  Area S c M  Dstn'ct 

spiW Araa Sctml Dstrict* 

TredyffnmEasttornn S c M  astnct 

Tmn Va l l q  Schml astnct. 

Ulimllel u~&-Far t  S c M  oishic?* 

W e t  Chester Area S c m  Dstnct' 

Tdal 2102 Oelinquent Schod Aeal W t e  Taxes 6'mhM 
CnhQ Cdlection Fee 5% 

titimated CdlectimFees $ 1,Wlm 

' ~ ~ ~ y A & t ~ P a , i f ~ e s  onl, 
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Statewide, ~t IS estimated that HB 1877 would provide the opportunity forschool dlstricts to save between 

$25 6 million to $30.8 million annually In coilectton fees These est~mates represent costs that could be 

nearly 100% avoided by school dlstrlcts if they employed a third party tax collector regulated under the 

provisions of the Municipal Claims and Tax Liens Act The opportunity to avoid these unnecessary fees 

would provlde welcome relief for beleaguered school board members and administrators who continue to 

face drastlc educational program cuts in the upcoming 2012-2013 budget year. 

The dlstricts have recognized and responded to the challenges created by reduced revenue 

streams as a result of property assessment appeals, Act 1 limitations on millage increases, flat or 

dedin~ng state funding, and hlstorlcally low interest earnings. They have done thls through extenslve cost 

cutting in every area of school operations ~ncludfng staff salaries, benefits, suppl~es, equipment, and 

outside services, such as tax collections, in order to preserve educatlonal programs. HB 1877 provides 

an opportunity for the districts to continue to reduce the non- educatlonal expenses associated with 

delinquent property tax collection services. In Chester County, the annual fees charged ta the larger 

districts for the collection of delinquent real estate taxes in some cases exceed over $200,000. The 

elimination of these colbection fees could fund the equ~valent of over 25 teacher posltlons countywlde 

every year. 

District - 
Awn Grow School 01~tr tc t  

Coate~lnlle Area School D~stnct 

Downingtown Area Schaol O~si i ic l  
Great Valley School Olstnct 

Ken~e t i  GMlsol~dated School Oistnct 

Octorara Area Schooi O~strict' 

Owen J Roberts School Dmtrrct 

Oxfoid Area School Distnct 
Phoeoixulle Area Schooi DiSlnct 
Spnngford Area School D~strict' 

TredyffnrrEssttown School Distncl 
Twin Vallay School Distnat* 

Univmnlle / Chadds-Ford School Dlsin'ct' 
West Chester Area School Dlst(ict- 

Total Collectlon FeesPacd to the County 
' Chesrer Counly Mun!cipahtzes only 

Esfimated 2012 

Collectlon Fees 
73 177 

218.281 
179.463 
69,035 

64,687 
49 908 

113908 
66.71 1 

119,113 

8,353 
77.251 
27 261 
46 544 

139,489 

1,253,102 

EquivalentTeacher 
Pneitlonsat 

550,000 annually 
146 

4 37 
3 59 
138 
1 29 
i 00 
2 28 
133 
2 38 
0 17 
1 55 

0 55 

0 93 
2 79 

25.06 
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When given the choice betweencutting educational programs err outside taxcollection costs, many 

school districts would welcome the opportunity to have the bption of engaging a third party tax 

collection agency as a cost savings alternative. 

Please do not interpret my testimony as a criticism of the services provided by the Chester 

County government servicesoffices. They have proveti to be a valuable partnerin a number of 

init~atives including providing educational support services, development of an extensive geographical 

information services, procurement of electrical services, and other inter-governmental agency 

collaborations. Ironicalh/, this also included a very successful early implementation and consolidationof 

earned income tax collections under Act 32, which resulted in the savings of over $1.3 million per year in 

tax collection feesfor the municipalities and school districts. In the area of delinquent property tax 

cotlect~ons, the Chester County Tax Claim Department has leveraged its technology base and introduced 

other operating efficiencies to generate signif~cant annual operating surpluses. Page 62 of the 2011 

Chester County budget document reflects the following: 
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The local school districts applaud this type of efficiency in government. It is dso an opportunity for HE 

1877 to provide relief from mandated tax collection costs without significantly impacting the county 

government's operation. 

School districts can also appreciate that the county is often hamstrung in the~r delinquent tax 

collection efforts by the offen cumbersome mandated timelines and activities under Act 72 Real Estate 

Tax Sale laws. These prevailing regulations limit the flexibility of both the school districts and county 

government in developingstrategies to assist the delinquent taxpayers. Private third -party tax 

collection agencies, operating under the Municipal Claims and Tax Liens Act, provide a reasonable and 

cost effective alternative fax collection method. This is even more beneficial when the mandated 5% 

fees charged by the local county government are waived in recognition of the reduced responsibilities of 

the county tax claim bureaus. This is exactly what isoccurring in Montgomery County, Pennsylvania, 

where the munty government has voluntarily waived the 5% fees in situations where a school district 

engages a third party collection agency. The current laws interfere with free markets, competition and 

achieving lowest price for this service. If passed into law, HB 1877 would allow school districts to 

reduce costs and improve efficiencies, and in turn become less reliant on state education funding. 

Changing the law would ultimately move jobsout of the publicsector and into the private sector, 

thereby reducing government spending and the burden on the taxpayers. 

Thank you for your consideration of HE 1877 and the flexibility that it would provide school 

districts in meeting ongoing budgetary pressures if it becomes law. I would be pleased to try to answer 

any questions that the Committee might have. Thank you. 


