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Good morning.

My name is David Baldinger and | am here today representing the Pennsylvania Coalition of
Taxpayer Associations, an affiliation of seventy-two grassroots taxpayer advocacy organizations
from acrossthe state. i want toexpress my thanks to the members of the House Finance
Committee for giving me the oppportunity to testify today on behalf of the PCTA about House
Bill 1776,

Today I'd like to discuss the benefits of HB 1776, a few of the objections to the plan, and the
results of research done by PCTA members and others.

I'm sure you're allaware of the extreme pressure homeowners of all ages are facing because of
relentlessly rising school property taxes. Our research has shown that as many as ten thousand
Pennsylvanians lose their homes to prbperty taxsheriff's sales eachyear and that total doesn't
include those who sell, sometimes at aloss, to avoid losing their equity through such an event.

As one supporter recently wrote, "My husband and | are senigr citizens and every year it
becomes harder for us to pay our school taxes. We have paid our school taxes since 1965 and
our fear s that one of these years we will be unable to do so and will have to move from the
home where we raised our children."

Completely eliminating the school property tax through House Bill 1776 is a giant step toward
giving these homeowners peace of mind and forever ending the unconstitutional seizure of
their property.

Butthe damage causedto homeowners is only the very tip of the property tax iceberg.
Eighty percent of non-government jobs in Pennsylvania are provided by sttialt businesses. As
the second biggest fixed expense for these job treators, the property tax, through its uncertain

nature, discouragessmall business expansion and hinders job growth.

A small business owner from York County recently wrote this, "As a small company owner n
the auto and truck reparrtrade that already has five workers, we were looking to open a second



branch in York. We would have been able tg hire at least three to five more people to run the
second location. The monthly lease payment was two thousand dollars, but then our lawyer
found that the school taxes would be twenty-three thousand dollars per year. We have now
putthe brakes on opening a second branch in Pennsylvaniaand we have been looking at other
statesto open our new location."

The enactment of HB 1776 would give these entrepreneurs a well-deserved break and would
allow them to expand their businessesand create much-needed jobs for Pennsylvania.

And through Keystone Opportunity Zones we already know thattargeted property tax
abatements attract new businesses to Pennsylvania. Why not elirminate the property tax and
welcome new businesses by making the entire state a KOZ?

In a February 29,2012, Tax Foundation "Comparative Analysis of State Tax Costs on Busiriess,” a
measure of business friendliness, Pennsylvaniawas ranked number forty-nine of fifty for new
firms and dead last, at number fifty, for mature, estahblished, firms. Not oiily is Pennsylvania's
tax burden, which includes the property tax, discouraging new businesses and the jobs they
create from locating here, it 1s also driving existing businesses and their jobs from Pennsylvania

Please see the chart from the Tax Foundation on page six and additional supporting
documentation from businesses on pages seven to nine of my written testimony.

Agriculture, Pennsylvania's largest industry, is being decimated by the property tax as farms
that have beenin familiesforgenerations are being sold acre-by-acre by owners who trade
their land for property tax payments.

A few months ago durrng one of my presentations about HB 1776 to a group in Monroe County,
awomantold me how her father, a Christmas tree farmer, has sold thirty of his forty acras
piecemeal in the pastten years simply to pay his property tax And at the Capitol Property Tax
Independence Rally on May seventh another fannertalked about selling homemade baked
goods in addition to his farmingto raise enough money to pay his property tax.

Farming — Pennsylvania's heritage and its lifebiood — is being destroyed by the property tax
This could end now with the enactment of HB 1776.

The housing market is at a standstill in Pennsylvania. During our research realtors have told us
that through the elimination of the greatest portion of the monthly property tax escrow = an
amountthat rn some areas tan equal the mortgage payment— Pennsylvania's real estate
market would explode with new buyers. Thousands of young farilies who now cannot afford
their piece of the American Dream could almostimmediately become homeowners by the
elimination of the school property tax escrow through HB 1776.

But besides the benefits to taxpayers, HB 1776's advantages for schools need to be considered.



With the downturn in the housing market, many school districts have lost substantial revenue
through assessment appeals by both businesses and homeowners. Just a few exariples are:

- Chester Schools, $180,000 annual loss from a single appeal by a shoppingmall.
-« Wyomissing Schools, $250,000 annual loss through a single appeal by a nursing home.
-Upper Merion Schools, $2 milliorn annual loss through a single appeal by a manufacturer.

And these are only a few examples of many throughout Pennsylvania On April 17 a school
district business manager from Montgomery County wrote to me saying, "'Our district N the
poster child for property owner initiated tax assessmentappeals. We have lost $94 million in
assessed value in the past year alone. This translates into $1.7 million in revenue lost just since
last year. We have over 50 cases pending in the court system as well."

In Monroe County it is not unusual for property taxes on a two hundred thousand dollar home
to exceed ten thousand dollars. Because of this tax burden more than three thousand homes
are unpccupied and are generating no property taxes, resulting in ahuge revenue loss to tha
schools.

HB 1776 can end the uncertainty of property tax revenues and stabilize school funding for the
benefit of all Pennsylvania schoolchildren.

Finally, imagine fora momentthe stimulus to Pennsylvasia’s economy as ten billion dollars in
homestead propertytaxes is returned to the hands of homeowners to spend as they please.

In short, the Property Tax Independence Act would not only relieve an unfair burden on
homeowners but would also serve as a massive economic stimulus, encourage small business
developmenr and expansion, and create jobs for Pennsylvanians. House Bill 1776 would foster
an economic climate where every resident can grow and thrive.

In the interest of being proactive, I'd also like to refute three of the most common objections to
this legislation.

the most commonly heard objection is that "the numbers don't work." We'll know for certain
when the Appropriations Committee issues its fiscal note, but in the meantime it's sufficierit to
say thatthroughoutthe crafting of HB 1776 the numbers were constantly compared and
revised to conform to figures supplied by the House Appropriations Committee staff and the
Governor's 2012-2013 budget book. Because of this argoing fiscal diligence | am ¢onvinced
that the plan is financially sound.

Thesecond most common objection is the loss of school board local control. HB 1776 contains
no mandates of any kind and schools are free to use the reptacement funding in any manner
they wish. And school boards will still have the optionto levy a local earned income tax if itis
approved through voter referendum.



The most puzzling objection thatI've recently heardis that because of the retained debt
provision of HB 1776, property taxes will remain after the two year phase-out pericd. While
this is true, what is not mentioned is that for a large majority of Pennsylvania school districts
debt service is less than ten percent of their total budget. This means that almost alll
Pennsylvania homeowners will see animmediate property tax reduction of ninety percent or
better until the existing debt is satisfied, then the remainder ofthe property tax will disappear
completely.

Previous property tax elimination plans called for servicing existing debt from the state level
but many taxpayers from frugal school districts rightfully objected to paying for debtincurred
by high-spending districts Requiring each school districtto service its own debtis by far the
fairest method to address this issue while still promptly aflowing almost total sthool property
tax elimination.

Finally, please consider the broad-based taxpayer acceptance of House Bill 1776. Inthe last
year alone, our statewide taxpayer coalition has grown from thirty-nine participating groups to
the current seventy-two. This growthis a clear evidence of the continued and expanding
support of House Bill 1776.

For almost all property tax "relief' legislation that has been offered in the past, the sponsoring
lawmaker bas invariably talked about "my" plan.

What differentiates House Bill 1776 from other property tax plans is that itis "our" legislation.
Throughout the development of the bill, the prime sponsor conferred extersively with his
House colleagues so he could incorporate their input, But equally importantis the grassroots
taxpayer groups' continuing involvement. From the earliest discussions of this legislation in
November 2010, the PCTA has been afull partner inthe drafting of the Property Tax
Independence Act. House Bill 1776 15 truly a collaborative effort between lawmakers and the
taxpayers who supportit and, because ofthis collaboration, has gained widespread acceptance
by residents from across the Commonwealth.

On April 3 the Reading Eagle newspaper polled its readers about the Property Tax
Independence Act. 90% of the respondents agreed with the provisions of the fegislation. On
April 11, KQV Radio in Pittsburgh conducted a similar poll that resulted in an 85% approval.
And in a multipte choice poll conducted by the York Dispatch that was published on May 15,
only eight and one-half percent of the respondents disagreed withthe provisions of HB 1776.
Screen captures of these polls are available on pages ten to twelve of my written testimany for
your reference.

House Bill 1776 is sodid, effective legislation with bipartisan support from seventy co-sponsors
that has captured the enthusiasm and approval of Pennsylvania taxpayers. Through its
enactment this legislation can serve to not only remove an oppressive burden from
Pennsylvania homeowners but can also have positive, far-reaching effects on Pennsylvania's
schools, business climate, job growth, and our Commonwealth's economy in general.



The Pennsylvania Coalition of Taxpayer Associations strongly urges the members of the House
Finance Committee to swiftly vote for approval of HB 1776 for the benefit sf all Pennsylvanians.

Thank you very much far this opportunity and for your time and attention.
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SEPTLEVMENT GOUPLNY
55 Commerce Drive
Wyomissing, PA 19610
(610) 478-2717
Fax (610)478-1716
E-mail: heartland@heartlandsettlement.com
Visit us on the Web at www.heartlandsettlement.com

May 17, 2011

PTCC
Attr: David Baldinger, Administrator
225 New Castle Drive
Reading PA 19607
Ré: School Property Taxes

Dear David,

Please accept this letter setting forth my opiren onthe effect of school property taxes on small
businesses

| own aland title insurance company, which prior to the economic downturn employed 13 people. That
number has now been halved.

Furiding of public schools on the backs of fesidential and commercral real estate adds to our economic
woes. School taxes have grown dramatically at an uncontrolled rate, even while business inceme has
plunged. School taxes alone cost me ¥: of a ¢lerical salary

We are nowin atime when both residential and commercizl land owners are finding the burden of real
estate taxes to be aserious economic hardshio.

Please push with all efforts available to replace schootreal estate taxes with a sales tax.

Thank you for your time.
Very Truly Yours,

Joseph E. Schaeffer
President
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August 15, 2011

To Whemn It May Coticemy,;

This letter is in support of properly lax relorm, As a home owner and business owner I pay property
taxes bolh for my dwelling as well as the office in which [ practice medicize where the taxes are auile
high We participate with many insutance companiesthat thereby limits our reimbersement to
somewherearound Medicaie rates. Years ago Medicarewas aceeritad purely as aservicetu theelderly.
as commercial insurancerates were significantly higher. 1 and my partrers operate asefficiently as
possibleand ar¢ generatly booked with scheduled patientsand filled schedules severd weeks in advance
not allewing the possibility of increasing our patient loadto help pay the bills. We feel thar we practice
safe and thoughtful medicine and must maintain thishigh standard.  Unfortunately however, our
averhead contuites to go up unchacked, my and my employees’ health benefiis continue t0 eost more
nraney, supplies, et My meome eontemues [ fall yearly  Certainly abusingss with inereasingt
overhead and decreasing reimbursement cattiot survive fer long. Thereby tax relief wauld provide the
abifily 10 [urthier expand, help provide raisesfor loya employees, hire additional personnedl, etc. We
have been unable to do sa in light of the aforementivned congtraints.

Sitcerely,
-2 e

e
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Kot T e sl
Howara B, Melmck, M.D.
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527 Russell Drive, Lebanon,PA 1704% « (T17) 2749775 o FAX (717 274-9504



http://polldaddy.com/poll/6102343/

Thank you, we have zlready counted yvour vols

Doyou agreewith the school property tax
elimination proposal introduced by a group of

statelawmaker s?

Yes 1578 vates Q0%

136 vates £9%

No

Undecided BOvates 39
1,746 Total Votes

HrTweet & B thke 129 Faosten o weeks ags.
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KQV Radio, Pittsburgh, 04/11/12
http://www.kqv.com/opinionpollarchive.asp

Daily Opinion Poll Archive

Wednesday, April 11,2012

Do you support the elimination of school property taxes in exchange for a higher salestax that
would apply to more goods and services?

Internet Results Phone Results
Yes: HET4% Yes T 85%
No: 25 26% No: %8 15%

Total Votes: 649 Total Votes: 1,331



http://www.yorkdispatch.com/viewpoints/ci_20626930/poll-results-tax-reform
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