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Good mosi~ing. 1 am Lisa Schaefer, Government Relahons Manager for the County 
Con~nirssioners Association of Pennsylvania. The CCAP is a non-profit, non-pnrtlsan association 
providing legislative and regulatory representatioii, education, research, insurance, teclmology, 
and other services on behalf of all ofthe Commonwealth's 67 count~es I ampleased to appear 
before you today to present our comments on House Bill 2230. 

Counties provide a broad and expalid~ng variety of services to Pennsylvania's citizens. Thcy 
preserve democracy by administering thc election process, lmprove health and welfare by 
providing those in need wrth human services, respond in times of emcrgcncy, keep our streets 
safer wit11 local courts and corrections progtams, and preserve and showcase I'ennsylvania's 
natural, cultural and hislolic resources through careful and effective planmng and economic 
development. 

However. because the same mequitable tax base has been in place throughout tbe 
commonwealth's hrslory, counties are forced to fund an rncrcasing local share of this broad 
sTechum of responsibsl~tles with thc rcal property tax. This is a taxation system that ne~thel 
equitably nor adequately reflects a homeowner's economic condit~on, and that places an unfair 
burden on many property owners. For that rcason, Penlisylvania's counties have lot~g advocated a 
divcrslficahon of the~r  tax base beyond the property tax - in fact, rcvenuc optlons and tax fairness 
have been one of our members' top prioritres for scvcral yews, including 201 2 

It is important for local governments to use a balanced portfolio of local taxes, matching the 
strengths and weaknesses of different taxes to spread the tax buden fairly across taxpayers and to 
ensuTe a leliable source of fevenue. In additron, the economic base is different throughout 
Pennsylvania, and local officials should be empowered to choose the right inlx of Iaxcs b a e d  on 
local conditions and to diversity the tax base to bettcr absorb changmg economic conditions. For 
instance, property taxes may acluany be the most equitable measure based on economic condition, 
rate of development and demograph~cs. Wherc thcrc is a strong tourism industry, the sale3 tax 
works wcll to d~strlbute the tax burden to non-residents who also benefit from govenuncnt 
servlces Inconie taxes are considered more equitable than thc property tax, but if a large portion 
of the local community consists ofretuees, UIZS source of revelme may be less appropriate. 

However, counties are dependent on state law to authorize the use of these options, and so cormty 
governments currently lack any effective altcrnatics lo the real property tax, and have fewer local 
tax options than do municipalities and school disbicts. Although the legislature has dealt 
repeatedly with property taxes over the last two decades, the focus has been moll schools only, and 
county tax issucs have not been included in the refonn PI-ogra~ns adopted to date. Complete 
propelty tax refonn will not be achieved until counties arc also included in these discussions, and 
we appreciate the opportunity for such dialogue that the introduction of House Bill 2230 is 
ofrer~ng 

Counties have exp~essed theil support for alternatives such as the camedincome, personal income 
and sales taxes. Two of these, the earned Income tax and the personal income tax, are included as 
options for coulities in House Bill 2230; an optional one percent sales tax for coullties has hem the 
focus other recent legislative efforts, and 1s incorporated inHB 2042 by Rep. Sturla. Senator 
Blake has circulated a cospo~~sorship memo for a companion to HB 2042 In the Senate. 



While CCAP supports the option for counties to lcvy an earned income tax or personal income 
tax, at their discretion. and that the revenues generated would be designated for corresponding 
property tax rcdrtctions, tlie Association's legislative platfo~lii opposes statutory local spendmg 
lim~ts Counties belicvc that locally elected officials should have the sole responsibility for 
determining and levying the taxes necessary to fund public services. Howcver, House Bill 2230 
would cap any hture increases in the earned income tax or pcrsonal tax I-ate to what is essentially 
the inflatlonary Act 1 index imposed for school dtstrict property tax rate Increases under the 
Taxpayer Relicf Act oC200h. 

Spending or taxatlon controls are an illusion. Likc thc state, local budgets must be balanced. Local 
elected officials are accotmtablc to their constituents, seeking first to emure that they are being 
good stewards of the taxpayer dollars they recelve and providing prograuns in the most effective 
and efficient manner, and increasing taxes only as a last resort. Howcvcr, many local costs are not 
under the direct control of elected officials, includ~ngstate and federal mandates. court decisions, 
and economic conditions that establ~sh apecific services that must be offered (e.g. entttlemer~t 
services for abused or neglected children, mental health and mental retardation services), the level 
of scrvlces to be provided (e.g. advcrsc ccononllc co~iditlons directly affect levels ofjudiclal and 
hornan services). how services must be prov~ded (c.2. bidding requirements, and prevail~ng wage 
rrquircmcnls), and how employees arc p a d  (e.g. pensron expenses, collecbve bargaining 
agreenlents). Mandatcs then become the drrvlilg force in local decision-making, and often the 
spend~ng or taxation controls make rcvcnues madequate to deal with these responsibil~t~es. 

The~e arc useful lasons to be learned about the role of niandates in all local~unsdictionr' budgets 
and tax increases from the impact offhe imple~nentation of Act 1 on school districts, which 
focused solcly on the revenue side. Act 1 made all Peimsylvania school districts subjcct to a 
backend referendum, requiring voter approval for tax increases when they exceed an inflationary 
index, but provides escape mechanisms for somc mandates and other non-local costs. The 
rclahvely high percentage of districts that have received these cxcmplions suggests that school 
district budgets arc often driven by costs that are out of the controI of the district. 

More important, wh~le spending and taxation controls may hold down costs, they are an artlfice 
that instead takes away the ability of locally elected officials to do the jobs for wh~ch they were 
elected - to deal with problems, issues and priorit~es cstabllshecl in the community. Simply cuttlng 
the tax revenue local jurisdictions can ralse ulllnlately forces budgets to focus first, and potentially 
exclusively, on meeting mandated costs, at the expense of locally detenniiied priorities 
(dlscrehonary progranls). While local officials can control the discretionary programs, 
programmatic spendlug mandated by state and federal law 1s outside the local official's control - 

The practical result is a disproportionate effect on locally determined primltles, since  pending and 
taxatlon con6-ois take away the ability of local jurisdictions to set them. Tme control of local 
budgets and taxation comes by giving local jurisdictions greater flexibility m whether and how 
they respond to state and federal priorities, both programmaticaIly and fiscally, and by providing 
full reimbursement from state or federal funds to pay Tor such mandates. 

For a matter ofperspective, local non-tax revcnwmcludes departmental earnings. Interest income, 
and mtergouerninehtal transfers from the state and federal governments. Intergovernmental 



transfers are particularly important Ior Pennsylvania county governments, account~ng for almost 
half (46 percent) of their- revenues m 2004, but these traiisfeis have decreased in recent ycars. 
These transfers to count~es are relat~vely large, in part, becausc counties formally administer many 
state and federal programs, such as drug and alcohol treatment. and children and youth services, 
although they havc little discretion about whether or how to dchver those senrices. These 
intergovernmental transfers hclp pay for mandated servrces, but how completely theso fitnds cover 
the programs' costs 15 often a souice of debate between the General Assciiibly and local officials. 
Coant~es' heavy dependence upon intcrgovem~nental transfers helps keep local taxes lower than 
they would be othenv~se, but also means county governments are especially vulnerable to changes 
in the sfate and federal budgets. 

If a county elects to Impose an earned income tax or personal incomc tax, the leg~slation caps any 
future increases to the eqnivalent of the Act 1 index for school districts. In recent years, tlie base 
Act I index has bccn 1.7 pcrcent (2012-20131, 1.4 percent (201 1-2012) and 2.9perceiit (2010- 
201 1) and just over four percent in the two years prior to that. These caps proposed by Housc Bill 
2230 would almost cntlrely remove the ability of county governments to have any say over their 
own budgets or respond to changes in state and fcdcral funding, as well as economic conditions. In 
the event that state and fcderal governments fail to meet their funding obligat~ons for mandated 
programs, this coald leave counties with no choice but to cut service'; to our most vulnerable 
populations. This 1s not a farfctched n o t l o n  we note that counties have endured a senes or  
ongoing cuts and reduction.; to state and federal alIocat~ons over the past decade With local 
reserves depleting and demand for services increasing. even counties that havc been able to get by 
without increasing laxes over the last two to three years now stand on the threshold of having to 
do so 

Furlhermore, if a county elecfs to impose an camed income tax or personal mcome tax under 
Flouse Bill2230, thc leg~slation also freezes the newly rcduced real property tax millage rate in 
perpetuity, except to ensure tax unifo~m~ty In apolil~cal qnhdivision lying in more than onc 
county, or to ensure lax un~forn~ity following a countywide reassessment. There may, though, be 
other equitable reasons in the future, based on local conditions, to rase  the property tax instead of 
tlie income tax. Also, generally in investing, it is best to diversify, so that when one segment of 
yourportfolio suffers losses, your entire invcstment does nof suffer. In local budget-making, the 
concept is the same, and CCAP accord~ngly supports both flexibility and alternatives m local 
taxing opt~ons. For the same reason, we support the notion {hat we can increase the income tax; 
historically, tax authorrzation legislation has givenus a flat rate sales or income tax altemative, 
relegating any necessary f u t ~ r e  tax increases to the property tax. 

The Association appreciates this opportunity to eontlnue a meamnghl d~alogue on tax fairness and 
revenue options for local governments. Because of tlie diversity of this commonwealth in all 67 
counties, our members support a menu of local laxing options, but not at the expense of local 
discretion aid decision making on commumly programs and priorities. We express ouf 
commitment to working w ~ t h  you on passage of legislation on this issue, and would very much 
appreciate the General Assembly's assistance m addre3sing those mandates that are beyond their 
control, We would be happy to discuss these comments further and answer any quest~ons you may 
have. 


