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Good morning | am Matthew Malinowski, BusinessManager for the School District of
Cheltenham Township, and | am here today to offer testimony in support of House Bill 1877 on
behalf of the PennsylvaniaSchool Boards Association. | thank the committeefor the
opportunity to testify today on this issue of delinquent property tax collection, an issuethat will

have an impact on school districtsacross the Commionwealth.

HouseBill 1877 alowsschool districts, and other taxirig districts, that collect their own
delinquent property taxesto forego the 5% commission paid to loca county tax claim bureaus,
whichis currently required even where the county does not collect these delinquent property

taxes.

Asyou know, school districtsarevery reliant on local property taxes, especialyin these
timesof lean state and federal support for education. Local property taxes make up, on average,
about 57% of aschool district's revenue and fund essential programs, such asspecial education.
Under current 1aw, school districtsare required to send out their annua property tax bill by July
1 each year. Taxpayersthen have several options when it comesto paying thesebills. First, a
taxpayer may pay his or her property tax bill within 60 days and recerve a 2% discount on the
total due. For the next 60 days, taxpayersmust pay theface valueof their property tax bill.
From that point on until December 31, the taxpayer will be responsiblefor paying asmall
penalty in addition to hisor her property taxes. Propertytaxpayersmay also opt to pay their
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property taxesin installments. Theseschool property taxes, whether paid on August 1 or

December 31, are collected by thelocal electedtax collector and turned over to the county.

If, however, ataxpayer has not paid his or her property taxes by December 31, thetaxes
are considered delinquent and areno longer withinthejurisdictionot thelocal el ectedtax
collector. At this point, aschootl district hastwo options regardingthe collection of these
delinquent taxes. The school district can allow the county to collect these delinquent taxesor the
school district can chooseto have thesedelinquent taxes collected by itS delinquent tax eollector,
who is appointed by theschool board. This appointed delinquent tax collector is given all

authority and power given to aloca elected or county tax collecto.

Despitethe fact that school boards have the authority to appoint and have their own tax
collector collect al delinquent property taxes, school districts arestill requiredto pay thelocal
county tax claim bureau a 5% coirimission on the delinguent taxes collected. Asaresult, under
current law even wherethe county does no work to coTlect these delinquent taxes, it still receives

aportion of these revenuesat the expense of theschool district.

The School Digtrict of Cheltenham Township utilizes alaw firm to collect its delinquent
property taxes. The firmi’s ability to work through the legal processrelative to delinquent
collectionsis highly efficient and effectivewhen compared to the county tax bureau. The cost of
collection by the firm 1s recuperated by payment from the delinquent property owner. Since
2008, over $5 million in delinquent property taxes havebeen recovered. Without thisfunding,
the programs and services for the children of Cheltenham would be significantly reduced and

negatively impacted.



Through paying a5% commissionto the county tax claim bureau, the school district
would pay over aquarter million dollarsover afour year period. Thispayment would further
depletethelocal resourcestso fund our educational program. Asover eighty percent of the
Cheltenham’s revenues are funded by local sources, an additiona burdenis placed on the
taxpayersof Chelterhiam Township who currently pay one of thehighest equalized tax millage
ratesin Pennsylvania. Furthermore, thisadditional assessment serves to recoup revenue not paid
by those property ownerswho did not fulfill their obligation to support the local school program.
| attach to thistestimony achart of the School District of Cheltenham Township®® delinquent

property tax collectionssince 2008.

1 haveresearched the Montgomery County 2012 General Fund budget, and it mdicates
that operating expendituresfor thetax claim departient are $441,827 and revenuefrom thetax
clam bureau of $1.7 million. This data showsthat the bureau does not require the 5% feeto
providefor itsannual operating expenditures. Itisdisconcertingthat aschool district would be
mandated to make asubstantial payment to the county tax claim bureau when that entity neither
provides aservice to the end user nor incursan expenserelativeto thetransactton which

oceurred.

HouseBill 1877 smply undoestheinjusticeof the current law and allowsschool districts
that collect their own delinquent property taxes to keep the 5% that would otherwise go to the
county. While 5% of delinquent taxes may seem like an insignificantamount, in these lean
economic times, every penny saved by aschool districtis moneythat can go into a classroom or
go towards an educational program that may otherwise beon the chopping block PSBA
supportsthis common sense bill that relievesschool districts of unnecessary mandates and

ensuresfairnessfor school districts and taxpayers.
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Additionally,House Bill 1877 protectsaschool district’s right to utilize the services of
entities other than thelocal county tax claimsofficefor the collection of delinquent real estate
taxes in their district. By removing this unnecessary mandate, it no longer providesa
disincentivefor school districtsto collect their own delinquent property taxes and ensuresthat
they maintain the flexibility to appoint a delinquent tax collector if if iSappropnate for their
district.

PSBA encouragesthe committee to approve House Biil 1877, and | thank you for

allowingmeto testify today. { am happy to answer any questionsyou may have.



Attachment #1

School Didtrict of Cheltertham Township

Delinquent Tax Collection History

Tax Year Taxes Paid Interest Paid [5% Commission
2008 $ 2,01530036| S 83,7183.00| ¢  104,950.92
2009 $ 1,686076.81| S 47,234.34{ S 86,665.56
2010 $  1,278,126.05( § 15,165.39 | $ 64,664.57
2011* S 30,451.32]| § - 1,522.57
Grand Total [ S  5,009,954.54| $ 146,117.73| ¢  257,803.61

*Delinguent collection for 2011 is less than previcus years as delinguent tax cotlection has just begun.




