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Summary and Recommendations

Senate Resolution 2010-250 directed the Legislative Budget and Finance
Committee to conduct a comprehensive study of the current real property tax (i.e.,
property tax) collection system in Pennsylvania and other states. The resolution
also directed us to consider the costs and benefits associated with consolidation of
the collection of current property taxes in the Commonwealth. The resolution did
not direct, and we did not consider, delinquent tax collection as part of the study.

We found:

In most counties, property tax collection is consolidated at the municipal
level, with municipal elected or appointed collectors typically responsible for col-
lecting county, municipal, and school district property taxes. Over 90 percent of
Pennsylvania municipalities have elected or appointed municipal tax collectors re-
sponsible for collecting current property taxes. Eight counties (Chester, Clinton,
Columbia, Dauphin, Lancaster, Lebanon, Lycoming, and Union) have more than 10
percent of their municipalities without local collectors. The General Assembly,
however, has provided certain exceptions to consolidated property tax collection by
municipal collectors:

e 11 (Allegheny, Beaver, Chester, Delaware, Greene, Lackawanna, Law-
rence, Lehigh, Northampton, Philadelphia, and Washington) counties—
typically based on their home rule charters or special legislation dating
back to the 1800s prior to the state Constitution’s prohibition of such leg-
1slation!—are authorized to centrally collect county property taxes;2

e 13 (Berks, Butler, Cambria, Centre, Clinton, Crawford, Dauphin, Fayette,
Lancaster, Luzerne, Lycoming, McKean, and Venango) counties collect
county property taxes in third class cities and home rule municipalities;
and

e 7 (Clinton, Columbia, Dauphin, Lawrence, Lebanon, Lycoming, and Un-
1on) counties (discussed below) collect county and/or municipal (and in
some cases school) property taxes in municipalities without elected local
collectors until such time as a collector is elected.

In addition, we identified 91 school districts that collect school property (and
other school) taxes in municipalities that are home rule, without a local collector, or
have been deputized by the local elected collectors; and at least 26 municipalities—

1 Pa. Const. of 1874, Art. III §7, Pa. Const. of 1967, Art. III §32. While not special legislation, the General As-
sembly in 1929 authorized Treasurers in Second Class counties (of which there is currently one) to collect coun-
ty current property taxes in municipalities throughout the county.

2 Only one home rule county charter (Erie) does not provide for central collect of county property taxes.
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often with home rule charters where the position of elected tax collector has been
abolished—that contract with private firms to collect municipal property taxes.3

Most local tax collectors serve municipalities with relatively few taxable
parcels, and many collect per capita taxes and other fees on behalf of their local
taxing districts. Of the 60 percent of local tax collectors statewide responding to our
survey, 92 percent were elected to serve and report collecting for 1,500 or fewer par-
cels. Two-thirds of the respondents report collecting other local taxes, with 80 per-
cent collecting per capita or occupational taxes and fewer than 15 percent collecting
earned income taxes. Approximately 90 percent of the collectors report receiving
payments through the mail or in person at their office, which is often their home.
In addition to billing and receipting property and other taxes, many reported re-
sponsibility for maintaining local per capita rolls, identifying new construction for
the county assessors, and issuing mobile home permits.

The seven counties currently serving as the appointed municipal tax col-
lector collect for approximately 3 percent of parcels statewide. Five counties that
responded to our survey reported that they collect property taxes for at least some
of their municipalities. One reported that it received no compensation for collecting
the municipality’s property taxes, and two others charged only their incremental
costs for collection. Two, however, charge municipalities more than the county itself
pays for county property tax collection. Municipal parcels in which the county
serves as the municipal collector accounted for about 15 percent of total county par-
cels in one county to as much as 90 percent in another. Three of the five counties
were positioned to take on municipal collections as they collected county real estate
taxes in third class cities which account for about 10 to 20 percent of total county
parcels.

Over 75 percent of the school districts that collect school property taxes
responding to our survey report using full- and/or part-time school district staff
and bank lock boxes to collect school property taxes. Some school districts collect
their own school property taxes. These districts account for about 10 percent of par-
cels statewide and typically collect for between 6,000 and 12,000 parcels, with al-
most one-half of the parcels concentrated in Allegheny, Chester, and Lancaster
Counties. Over one-half report collecting other local taxes, with about 80 percent
collecting per capita taxes and 30 percent collecting earned income taxes.

Real estate taxes are less costly to collect than other local taxes as they
have low compliance costs, due to property immobility, involve fewer transac-
tions, and are not as labor intensive as other local taxes. One home rule munici-
pality, for example, requires one-quarter of one full-time equivalent staff to collect

3 Allegheny County accounts for about one-half of all municipalities in which private firms have been designated
to collect municipal property taxes.

4 Local tax collectors reporting collection of earned income taxes were concentrated in eight, mostly western,
counties—Allegheny, Butler, Cambria, Centre, Clearfield, Erie, Mercer, and Westmoreland.
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property taxes and one and three-quarters staff to collect earned income taxes. The
return on collection costs, moreover, is significantly greater than for other local tax-
es. It costs the township 0.22 percent of township property tax revenue to collect
the property tax, 2.09 percent of earned income tax revenue to collect township
earned income tax, and 8.58 percent of local service tax revenues to collect the
township local service tax.

Counties and school districts typically compensate local tax collectors on
a per bill basis, while municipalities often compensate based on percent of reve-
nue collected. In our survey of local tax collectors, 85 percent reported school dis-
tricts compensate them based on the number of bills mailed or collected, however,
63 percent reported that municipalities compensate them based on the percent of
revenue they collect. Compensation arrangements are often highly complex, as illu-
strated by methods of compensation used by counties. LB&FC staff surveyed the 56
counties that do not have central collection of county property taxes and found:

e 39 relied on various forms of per bill compensation,

e 7 relied on forms of compensation based on the percent of current real es-
tate tax revenues collected,

e 4 relied on combined forms of per bill and percent of collection compensa-
tion,

e 3 relied on forms of compensation with certain caps, and

e 3 relied on other “hybrid” methods.

In addition to such compensation methods for local tax collectors, 12 counties rely
on county staff to collect county property taxes in 17 municipalities, and 11 counties
reimburse 19 municipalities using compensation methods that differ from those
used in other areas of the county.5

Property Tax Collection Compensation Costs

LB&FC staff also estimated county compensation costs and potential savings
to collect property taxes based on the various county compensation methods. Based
on a sample of 44 counties that account for more than one-half of parcels statewide,
we found:

County costs to collect property taxes through local tax collectors are rela-
tively low, with counties that reimburse based on the percent of revenue collected
having the highest per parcel compensation costs.

5 Detailed information on counties and their compensation methods can be found in Finding B2.
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e Our sample of 44 counties expended about $9.5 million in compensation®
to collect over $1.3 billion in county current real estate tax revenues, or
0.7 percent of collections.

e The typical per parcel compensation cost for the largest portion of parcels
in our sample (56 percent of all sample parcels, 31 percent of parcels
statewide, and 22 of 44 sample counties) is in the $3.00 to $4.00 range.

e Counties in our sample’ with central collection and those that compen-
sated local tax collectors based on per bill collected had the lowest average
per parcel compensation cost (about $2.00), while those that compensated
based on a flat percent of revenue collected had the highest average per
parcel cost (over $8.00). Counties that use a flat percent of collection me-
thod, however, account for less than 2 percent of parcels statewide.

e Typical county costs for printing and mailing, based on a more limited
county sample, are about $0.35 per parcel, and about $0.12 per parcel for
the tax collector’s bond.

e If our sample counties could reduce their per parcel compensation costs to
the average for counties using a similar compensation method, and they
are positioned to make any necessary investments to accomplish such sav-
ings, $1.2 million in potential county savings might be realized, with 8 of
the 44 counties realizing potential savings greater than $1.00 per parcel.

We also identified per parcel compensation costs for 29 of the 91 school dis-
tricts that collect their own school property taxes and provided costs data in re-
sponse to our survey.

School districts that collect their own property taxes typically have per
parcel compensation costs at the high end of the range of typical county costs
($4.00 to $7.00 for school districts compared to $3.00 to $4.00 for counties).

e School district property tax collectors in our sample reported spending
$1.5 million in compensation costs to collect over $814 million in property
taxes for roughly 300,000 parcels, or somewhat over $5.00 per taxable
parcel.

e School district average per parcel compensation costs are lower for school
districts that collect only school property taxes rather than property and
other taxes—about $4.00 compared to about $7.00.

6 Compensation costs include county personnel and benefit costs as well as banking fees when a bank lock box is
used in the collection process or payments to local tax collectors (including any benefits) and the employer share
of FICA associated with the collector’s payment.

7 Qur sample did not include several large counties with central collection of county property taxes, and, there-
fore, we had data for less than half of the parcels statewide with central collection.
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If the sample school districts that collect property and other local taxes
could reduce their per parcel costs to the average for their group, approx-
imately $185,000 in total potential savings could be realized by four school
districts, with such savings ranging from $0.27 per parcel to as high as
$8.00 per parcel. Similarly, if school districts that collect only school
property taxes could reduce their average per parcel costs, approximately
$180,000 in total potential savings could be realized by eight districts,
with such savings ranging from about $0.30 per parcel to as much as
$4.50 per parcel.

We also reviewed total costs for all taxing districts for a sample of counties
consisting of one county from each class, other than first and second class counties.
The seven counties by class were selected based on the high proportion of municipal
collectors responding to our survey. Our sample of counties by class accounts for 11
percent of parcels statewide. We found:

Counties, municipalities, and school districts in our sample of counties by
county class reported expending $5 million in compensation costs to collect over
$1.2 billion in property taxes, or 0.4 percent of the tax revenue collected by all
three taxing districts.

The average per parcel compensation costs for all sample taxing districts
was $3.75. Sample counties’ per parcel compensation costs ranged from
$2.49 to $4.74, average municipal per parcel compensation costs ranged
from $1.36 to $5.78, and average school district costs ranged from $1.85 to
$6.31 per parcel.

Municipalities in the sample had the greatest variability in their per par-
cel compensation costs, for example, ranging from $0.49 per parcel to
$23.13 in the 4th Class County. Such variability is due in part to the dif-
ferences within counties in municipal tax rates and the assessed value of
properties and their method of compensation. Two municipalities in the
4th Class County, for example have similar numbers of parcels (325), the
same method of tax collector compensation (5 percent of revenues col-
lected), but substantially different per parcel compensation costs—about
$3.00 versus $23. This can happen because the municipalities have sub-
stantially different assessed values and millage rates—$16 million with a
9.35 millage for the municipality with the $23 per parcel cost versus $1.7
million with a 12.35 millage for the municipality with the $3.00 per parcel
cost.

School districts in the sample of counties by class had average per parcel
printing and mailing costs of $ 0.84 per parcel—twice that of counties.
Their printing and mailing costs tend to be higher on a per parcel basis
than those of the county. In part, this is due to counties and municipali-
ties often sharing such costs, as they have similar tax collection cycles.
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e Potential savings for all taxing districts in the sample counties are under
$1 million, or about 20 percent of their compensation costs. Such poten-
tial savings, however, vary across the taxing districts, with counties po-
tentially realizing about 8 percent savings in compensation costs, and
school districts and municipalities more than 20 percent. Such potential
savings, moreover, vary across the counties, with savings ranging from 14
percent of compensation costs in the 8th Class County to 33 percent in the
4th Class County. Potential savings in the 4th Class County are largely
due the school districts in the county having the potential to reduce their
compensation costs by over 50 percent if they could reduce their per parcel
costs to those of their county (i.e., from over $6.00 per parcel to about
$2.85 per parcel).

e Potential municipal and school district savings largely occur due to differ-
ences in the compensation methods used by those taxing districts and
those of their county. Three of the five counties with potential school dis-
trict savings, for example, use some form of per bill compensation, whe-
reas the school districts in these counties use other methods (e.g., salaries
to compensate collectors, and percent of collections).®

Based on our various samples’ average per parcel compensation and printing
and mailing cost data and statewide county parcel and property tax revenue data
for all taxing districts, we estimated the costs to collect property taxes for most tax-
ing districts in the state (i.e., about 75 percent of all parcels statewide).® We found:

Taxing districts accounting for most parcels in the state spent nearly
$55 million to collect $11.6 billion in property tax revenues, or 0.5 percent of
collections—an amount nowhere near the 5 percent of taxes collected permitted
in the statute.l© School districts have the highest aggregate collection costs, be-
cause school tax revenues are relatively higher, but such costs are low as a percent
of tax collections ($21 million, 0.3 percent of collections). Municipalities have the
second highest costs, and such costs represent the highest percent of tax collections
($17.7 million, 1.8 percent of collections). Counties have the lowest collection costs
($14.3 million, 0.7 percent of collections).

If potential savings similar to the savings in our samples could be realized
by taxing districts across the state, such savings may be as high as 10 percent of
county compensation costs, 30 percent of municipal compensation costs, and over 20

8 In Pennsylvania, taxing district compensation for most local collectors is controlled by resolutions adopted by
each taxing district prior to the fifteenth day of February in the year of the election where the office is filled.

9 Excluded from our estimates are county property tax collection costs in Allegheny and Philadelphia and in
selected municipalities with county tax collection compensation methods that differ from those used throughout
the rest of the county; municipal property tax collection costs in municipalities where the county serves as the
appointed municipal tax collector, and school district property tax collection costs in Allegheny and Philadelphia
counties.

1072 P.S. §§5511.34, 5511.35.
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percent of school district compensation costs, totaling approximately $10 million in
compensation cost savings.

Such savings, while consequential, are significantly below the savings pro-
jected as a result of consolidation of local earned income tax collection. For exam-
ple, a state-sponsored study estimated that consolidation of local earned income tax
collection would result in the recovery of more than $237 million each year in uncol-
lected local earned income taxes, $127 million of which would be available to school
districts across the state. School district property tax collection costs for about 75
percent of parcels statewide are an estimated $22 million. If such costs are reduced
25 percent, school districts (not including Philadelphia and Allegheny Counties)
would realize only about $5 million in annual savings.

Property Tax Collection in Selected Other States

We reviewed property tax collection in our surrounding states (Delaware,
Maryland, New Jersey, Ohio, and West Virginia) and Illinois, which like Pennsyl-
vania has a substantial number of local governments. We found:

e Pennsylvania, Delaware, Illinois, Maryland, New Jersey, and New York
have local government municipal tax collectors. Municipal collection of
property taxes for all taxing districts, however, typically occurs only in
Pennsylvania, Illinois, and New Jersey.

e Ohio and West Virginia have county-based property tax collectors. In
Ohio, all taxing districts are required to share in tax collection costs of the
county.

e Delaware and Maryland provide for both county and municipal tax collec-
tors. In Maryland, counties (which also operate school districts) and mu-
nicipalities have the option of adopting formal resolutions providing for
county collection of taxes on behalf of the municipality. In Delaware,
counties collect county and school district taxes and provide such school
revenues to the state for distribution.

e New York permits taxing districts to collect their own property taxes,
though it encourages taxing districts to enter into agreements for coopera-
tive collection.

There are several advantages and disadvantages to Pennsylvania’s current
system, according to local tax collectors, and county and school district collec-
tors.

e The advantages are: it is “low cost” as local tax collectors do not receive

benefits and are often responsible for their office and equipment costs.
Local collectors, moreover, are a community liaison between taxpayers
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and their governments providing information to taxing districts to main-
tain per capita and occupational tax rolls; and information for the county
assessment office on district property sales, construction without permits,
unfit dwellings, address corrections, movement of mobile homes, and
property that may have been razed by fire for adjustment to real estate
taxes. As they are elected, they often provide customer services such as
answering questions about complex tax bills, contacting mortgage compa-
nies that have paid the wrong amount in order to prevent a taxpayer from
having to pay a tax penalty, and personally going to the homes (or as-
sisted living and nursing homes) of the elderly and disabled to receive and
receipt property tax payments. Those with good working relationships
with their taxing districts, moreover, help them maximize cash flow so the
taxing district does not have to wait a month or more for its revenue. In
particular, local, county, and school district tax collectors agree on the im-
portance of the personal contact between the taxpayer and tax collector,
and recognize the significant amount of time required to provide customer
services.

The disadvantages are: there are no qualifications (e.g., background
checks) for those running for the office of local collector, and in a few re-
ported cases those who have been elected have been unable to obtain the
surety bond required to hold the elected office and collect taxes. Training
of collectors is voluntary and not all taxing districts are willing to pay for
costs associated with such training. When the sole person responsible for
collection of taxes becomes seriously ill or dies, the outcome is lack of con-
tinuity in tax collection and a problem for taxing districts. The existing
required reporting and auditing by taxing districts, moreover, may not be
sufficient when someone who is not competent is elected. The current sys-
tem discourages the use of current technologies unless a taxing district(s)
elects to introduce such technologies and assume responsibility for their
costs. The current system, moreover, is non-uniform in that it permits dif-
ferent taxing districts to have different dates for receipt of tax payments;
charge different fees to perform tax certifications, issue duplicate bills,
and mobile home permits; and have different tax collector compensation.
Such non-uniformity can complicate taxpayer, attorney, and closing com-
pany involvement with Pennsylvania taxing districts.

Some taxing districts have addressed some of the disadvantages, for example, by
purchasing and introducing centralized computing and accounting systems used by
most taxing districts and collectors in the county, by requiring that collections be
deposited into taxing district accounts, by negotiating with their banks to provide
free lock boxes for use by local tax collectors, and by assessing fiscal penalties when
expected remittances deviate from those in prior years. Some taxing districts also
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pay for tax collector training and provide various automated technologies to facili-
tate prompt and accurate receipting of tax payments.

Mandatory state consolidation of property tax collection could have possi-
ble unintended consequences for local governments, such as higher collection
costs and need to develop other means for collection of other local taxes and
fees. County and school district statewide associations have policy positions en-
dorsing consolidated property tax collection. With respect to such consolidation,
counties would appear to be in the best position to take on responsibility for local
property tax collection as they are responsible for processing deed transfers, valuing
property, determining the level of assessment, maintaining the inventory of all
property to be taxed, and are often responsible for delinquent tax collection for all
taxing districts. County per parcel collection costs, moreover, tend to be lower than
those of municipalities and school districts.

Nonetheless, if consolidation at the county level would occur in our sample of
2A, 3rd, 4th 5th gth 7th gnd 8th Class Counties and assuming these counties charged
municipalities and school districts at the same rate as it cost the county to compen-
sate local tax collectors:

— over one-half of the municipalities (78 of 141) in the sample counties
would have higher tax collection compensation costs than they do now,
and

— over 40 percent (14 of 32) of the school districts would have higher tax col-
lection costs.

Such consolidation, moreover, results in some taxing districts expending more than
5 percent of their tax revenue on collection. One municipality in our sample, for ex-
ample, that currently expends $0.60 per parcel to collect municipal real estate taxes
for just over 1,000 parcels would increase its per parcel costs by about $2.00 with
consolidation based on the county’s per parcel costs. The municipality currently
spends about 6 percent of its real estate revenue on such collection. If the county
were to take on such collection at its current per parcel cost, the municipality would
be expending about one-quarter of all municipal real estate revenue on such tax col-
lection.

Requiring municipalities and school districts to compensate for tax collection
at higher costs than they now incur would be problematic. Similarly, requiring
counties to provide for collection without covering their actual collection costs would
be problematic. The County Commissioners Association of Pennsylvania in its
2010-2011 Official Policy Statement supports consolidated property tax collection at
the county level with a “mechanism for recovery of costs of administration.”
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Consolidation has the appeal of potential economies of scale due to higher vo-
lume and resultant cost savings. Our data, however, do not demonstrate that per
parcel compensation costs necessarily decrease as parcel volume increases. The me-
thod of collection compensation, which is controlled by the taxing district, and not
the parcel volume, most directly impacts property tax collection costs.

A previous experiment with consolidated municipal and school district prop-
erty tax collection through a non-government agency, moreover, was not without
problems. Currently, the county’s treasurer is collecting most municipal property
taxes in the county.

Consolidated collection of local property taxes, moreover, does not provide for
collection of other local taxes, such as the per capita tax. Three of the five counties
that responded to our survey of counties serving as the appointed municipal tax col-
lector do not collect other local taxes on behalf of the municipality. Municipalities,
therefore, would have to identify other means to collect local per capita, occupation-
al, amusement, or street light taxes, or forego such local tax revenue. In one county,
for example, where the county serves as the appointed municipal tax collector for 29
municipalities, almost 60 percent of such municipalities levy other local taxes in
addition to the property tax. In some cases, the municipalities have designated lo-
cal municipal employees to collect the other local taxes. Statewide, however, about
30 percent of Pennsylvania municipalities are without a full-time employee.

Local municipal tax collectors also play a role in maintaining the local per
capita tax rolls and in such tax collection. Over 60 percent of Pennsylvania counties
do not have county per capita taxes, and there are no longer municipal assessors re-
sponsible for maintaining the per capita tax roll.

The Pennsylvania State Association of Township Supervisors has taken a po-
sition in oppositions to mandatory countywide collection of the real estate tax.
Along with the Pennsylvania State Association of Boroughs, however, it generally
supports voluntary options for real estate tax collection as an alternative to the
elected tax collector. Municipal officials and school business managers, moreover,
have expressed caution about any changes to local tax collection systems at this
time. They note that they are now involved in implementation of consolidated col-
lection of local earned income taxes (Act 2008-32), and anticipate time and effort
will be required to assure that concerns they have identified related to such consoli-
dation are successfully resolved.

Recommendations
1. The General Assembly may wish to consider legislation requiring candidates

for elected local tax collector to certify prior to the election that they have not
been convicted of a felony and/or other infamous crime. Local tax collectors
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must qualify for a surety bond in order to hold office. When an individual who is
elected 1s unable to qualify for such a bond, this presents problems for local tax-
ing districts that require taxing notices be sent and are anticipating tax revenue
at the beginning of the elected official’s term. The Pennsylvania State Associa-
tion of Township Supervisors had adopted a position in support of such legisla-
tion.

. The General Assembly may wish to consider legislation to facilitate the tempo-
rary appointment of a county treasurer to collect property taxes on behalf of
municipalities and school districts in situations where a local elected tax col-
lector is unable to serve a full term due to incapacity or other reasons. Such
an option, as well as the option to designate a local tax collector in an adjacent
municipality, is currently available, and as described in this report, is current
practice. County treasurers who currently serve as the appointed municipal tax
collector in such situations note that proposed legislation, such as House Bill
715, would facilitate the county assuming the duties of local tax collector for the
remainder of the collector’s term and assure property taxes are collected in a
timely manner by eliminating the need for court petitions associated with such
vacancies.

. The General Assembly may wish to consider legislation permitting counties,
municipalities, and school districts to regularly enter into voluntary agree-
ments for county collection of current property taxes based on mutually
agreed-to resolutions of the taxing bodies such as in Maryland. Such a volun-
tary option for consolidation would be similar to the option currently available in
Maryland where municipalities can choose to have the county collect its taxes
based on voluntary, negotiated agreements, and resolutions of the local govern-
ment bodies, rather than through local elected tax collectors. Some Pennsylva-
nia counties have developed highly efficient property tax collection systems and,
if they are willing, might be able to more efficiently collect for other local taxing
districts. As we note in the report, however, two counties with highly efficient
systems advised us that they had reached peak efficiency levels and are unwil-
ling to consider taking on added collection duties at this time. They also ex-
pressed concern about the major amount of staff time required to address tax-
payer questions and resolve over- and under-payment issues. Conceivably, such
an approach need not necessarily eliminate the role of tax collector, but could re-
define the collector’s role as that of a liaison between the taxpayer and the local
government and person responsible for customer service rather than the receipt-
ing of tax payments.
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. Introduction

Senate Resolution 2010-250 directed the Legislative Budget and Finance
Committee to conduct a comprehensive study of the current real property (i.e.,
property tax) tax collection systems in Pennsylvania and other states. The resolu-
tion also directs that the study consider the costs and benefits associated with con-
solidation of property tax collection. The resolution did not direct us, and we did not
attempt, to identify the cost of delinquent real estate tax collection. Appendix A
provides a copy of Senate Resolution 250.

Study Scope and Objectives
Specifically, the study seeks to:

1. Identify the amount of property taxes collected annually by counties, mu-
nicipalities, and school districts.

2. Identify the various approaches to current property tax collection that are
in place in Pennsylvania.

3. Identify the costs associated with the various approaches to tax collection
and factors accounting for differences in costs.

4. Identify the overall cost to collect property taxes for Pennsylvania coun-
ties, municipalities, and school districts and opportunities for cost savings.

5. Identify provisions in place to provide property tax collection accountabili-
ty and oversight.

6. Identify the advantages and disadvantages of the various approaches to
property tax collection and opportunities to enhance the efficiency and ef-
fectiveness of the Commonwealth’s property tax collection system.

7. Identify the approaches to collection of property taxes in surrounding
states.

To i1dentify the amount of property taxes collected annually by counties, mu-
nicipalities, and school districts, we analyzed 2008 data reported by taxing districts
to the Department of Community and Economic Development and the Pennsylvania
Department of Education.! For more in depth analysis of selected counties and
school districts, we also obtained more recent data on current property tax revenues
from selected taxing districts.

1 During the course of this study, more recent revenue data became available through DCED for many counties
and municipalities. However, the newer data was less complete for counties and municipalities and varied less
than 1 percent in the aggregate from the 2008 data.



To identify various approaches to tax collection in place in Pennsylvania, we
contacted all counties, with the exception of Philadelphia, and surveyed selected
counties (see Appendices B and C) and approximately 2,500 elected and appointed
tax collectors (see Appendix D). We also spoke with officials from all school districts
that were reported by counties and/or elected and appointed tax collectors to be in-
volved in collection of current real estate taxes, and surveyed all school districts in
which the district (or its contractor) collected property taxes in at least one-half of
the municipalities comprising the district (see Appendix E).

To 1dentify the costs associated with the various approaches to tax collection,
we identified the specific tax collection compensation methods used in all counties,
surveyed counties and school districts that collect current property taxes, and re-
viewed contracts between taxing districts and third party collectors. We also sur-
veyed over 2,500 elected and appointed collectors to identify how they were reim-
bursed by taxing districts, and identified the costs to collect property taxes across
all taxing districts in a sample of counties (i.e., a 2A, 3rd, 4th 5th Gth 7th and 8th
class county). Based on such surveys and sample cost and revenue data, we esti-
mated the typical per parcel compensation cost to collect property taxes in counties
by county compensation method, in school districts that collect their own taxes, and
for all taxing districts in a sample of counties by class of county. Based on such da-
ta, we also identified potential savings.

To i1dentify the overall cost to collect property taxes for Pennsylvania coun-
ties, municipalities, and school districts, we used our estimates of typical taxable
per parcel costs for each of the various approaches to compensation. Based on such
costs estimates, we were able to project overall property tax collection costs and po-
tential savings.

To identify provisions in place to provide accountability and oversight of
property tax collection, we reviewed relevant statutes, the Department of Commu-
nity and Economic Development’s Tax Collector’s Manual, and individual taxing
district resolutions specifying various accountability and oversight requirements for
tax collection.

To identify the advantages and disadvantages of the various approaches to
property tax collection and opportunities to enhance the efficiency and effectiveness
of collection, we surveyed counties, school districts, and tax collectors. We met with
and solicited input from the Pennsylvania State Tax Collectors’ Association, the De-
partment of Community and Economic Development, several statewide associa-
tions, and title information service providers. We also spoke with several county
treasurers, local tax collectors, school business managers, and municipal finance of-
ficers.



To i1dentify the approaches to collection of property taxes in surrounding
states, we reviewed various state statutes and regulations. We also spoke with as-
sociation and government officials from other states.
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lI. Findings

A. Current Real Estate Tax Collection in Pennsylvania

1. Typically, Property Tax Collection Is Consolidated at the Municipal
Level, With Municipal Tax Collectors Responsible for All Current
County, Municipal, and School District Property Tax Collection

Over 90 percent of Pennsylvania municipalities have elected or appointed
municipal tax collectors responsible for the collection of current real property taxes.
As shown in Table 1, in over 80 percent of the counties, the local elected or ap-
pointed municipal tax collector is responsible for current county and municipal real
estate tax collection. Eight counties (Chester, Clinton, Columbia, Dauphin, Lancas-
ter, Lebanon, Lycoming, and Union) have more than 10 percent of their municipali-
ties without local tax collectors, including six (Clinton, Columbia, Lancaster, Leba-
non, Lycoming, and Union) where more than 30 percent of their municipalities are
without local tax collectors.

Exceptions to Consolidated Municipal Level Property Tax Collection

Typically, though not always, local tax collectors are responsible for collection
of current real property taxes for the county, municipality, and school district. As
shown in Table 2, eleven counties have the county, or another designated entity, col-
lecting all county property taxes. Such counties include six home rule counties (Al-
legheny, Delaware, Lackawanna, Lehigh, Northampton, and Philadelphial), and
five counties authorized by special legislation enacted in the 1800s (Beaver, Ches-
ter, Greene, Lawrence, and Washington). Table 2 also shows that 91 school dis-
tricts (or their contractors) in 25 counties are the primary collectors of current
school property taxes. Such school districts collect current school property taxes in
over 400 municipalities.

In addition to the counties that centrally collect county property taxes, sever-
al counties collect current property taxes in certain municipalities. As shown in
Exhibit 1, 13 counties collect county property taxes in third class cities and certain
home rule municipalities. Seven counties have also been appointed to collect county
and/or municipal property taxes in several municipalities that are without elected
local tax collectors. Four of the seven counties, moreover, have been designated to
serve as the appointed collector for school district property taxes in certain munici-
palities. In seven of the eight counties where 10 percent or more of the county mu-
nicipalities are without local tax collectors, the county has been designated to collect
municipal taxes in some municipalities without local tax collectors.

1 County property taxes for all municipalities in Lackawanna County are collected by the Scranton Single Tax
Office. In Philadelphia, the City of Philadelphia Revenue Department collects all current real estate taxes for
the city/county and school district.
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Table 1

Unduplicated Count of Local Tax Collectors by County

2000 U.S. Census Municipalities With
Reported Financial Firm
County Municipalities ® Local Tax Collectors Collectors
Adams........ccocceiveeeeenn. 34 34 -
Allegheny.......ccccocveveeenn. 128 119 10
Armstrong.........ccccvvvennnn. 45 45 -
Beaver........cccccvvvvininnnnns 53 53 1
Bedford...........ccoecuvvvnennn. 38 38 -
BErKS ..voveeeeeeeeeeeereeeen, 73 72° -
Blair .....ccoovveveeeieiiiin 24 23 1
Bradford..........c.ccecuvvneen. 51 51 -
BUCKS.....ovvieeiieeeieiiii, 53 54 -
BULIEN ..o 57 54° -
Cambria.....ccccccveeeeeiinnns 63 61 -
Cameron .......cccceeeeeeeennn. 7 7 -
Carbon.......cccoccveveeiiinns 23 23 -
Centre.....ocoeeeeeeeeeeeeeeen, 35 35 -
Chester.....cccoccevveeeeiiinns 73 55 12
Clarion.......cccccveeeeeiiinnns 34 34 -
Clearfield ..............ccuee 50 50 -
(11217011 JT 29 20° -
Columbia ......ocvveveeeenn.. 33 19° -
Crawford.......cccceeeevvinnnns 51 50 -
Cumberland................... 33 33 -
Dauphin.......ocovvveeeennnn. 40 34° -
Delaware...........cccuvvveee. 49 47 -
EIK oo 12 11 -
Erie...ocee e, 38 38 -
Fayette .......ccccvvvvvvvvnnnns 42 42 -
Forest.....cooovvevvevnininnnnns 9 9 -
Franklin...........cccoccvveeeen. 21 22 -
Fulton ..o, 13 13 -
Greene ....coceeeeeeeeeeeeenennn, 26 25 -
Huntingdon.................... 48 47 -
Indiana.........coecvvvvveennnnn. 38 38 -
Jefferson......ccccceeeennnns 34 34 -
Juniata........ccceeeeveeeiinnns 17 17 -
Lackawanna.................. 40 40 -
Lancaster........coooevu.n... 60 33° -
Lawrence........ccccuveevennnes 27 27 -



Table 1 (Continued)

2000 U.S. Census Municipalities With
Reported Financial Firm
County Municipalities ? Local Tax Collectors Collectors

Lebanon .......cccoeeveveeenn.. 26 11° 1
Lehigh.....ccccceveeiiiiinnnen, 24 25 -
LUzerme .......ccccvvvvvvvnnnns 76 76 -
LYCOMING ..., 52 32° -
McKean ........cccvvvvvevennns 22 22 -
MErCer ....uvvvvvevereeeeriennnns 48 47 -
MiIfflin e, 16 16 -
MONIOE ......vvvvveeeeeeieieenns 20 20 -
Montgomery .................. 62 62 -
Montour ...........ccevvvvnnnnnn. 11 11 -
Northampton ................. 38 37 1
Northumberland ............ 36 33 -
Perry ... 30 28 -
Philadelphia................... 1 1 -
Pike ..o 13 13 -
Potter......ccvvvveeeeiiinininnns 30 30 -
Schuylkill .........ccoeeeinnns 67 67 -
51)Y/0 (=] (S 21 20 -
SOMErSEt ..., 50 48° -
Sullivan......ccccceeveeeiiiinns 13 13 -
Susquehanna................ 40 40 -
LI oo - N 39 39 -
UNION v, 14 9° -
Venango..........eeeeeeveennnes 31 31 -
Warren.......ccuevvveveeeennnnns 27 27 -
Washington ................... 66 66 -
Wayne ........ooevevevevvennnnnns 28 28 -
Westmoreland............... 65 63 -
Wyoming .......cccceeeveeennn. 23 23 -
N o] 1 T 712 __ 67 -

Statewide .................... 2,562 2,411 26°

#The number of municipalities by county may differ from the number of municipalities with local tax collectors for sev-
eral reasons including differences in the way the U.S. Census bureau and local governments count municipalities
that cross county boundaries. The counts also differ as some municipalities have designated an alternate municipal
tax collector and some municipalities do not levy and collect real estate taxes.

b County is the appointed tax collector in certain county municipalities, though in some the parcel count is negligible.
“In addition to the 26 municipalities that have identified a financial firm as their local tax collector in their reporting to
the Department of Community and Economic Development, the LB&FC survey of local elected and appointed tax
collectors identified at least 12 additional municipalities that have designated firms as deputy collectors. They include
eight municipalities in Allegheny County, two in Luzerne County, one in Northampton County, and one in Westmorel-
and County.

Source: Developed by LB&FC staff from U.S. Census data and information reported by counties and municipalities.
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Municipalities that collect property taxes and are without a local property tax
collector have other options in addition to the county for property tax collection.
Some may designate local tax collectors from nearby municipalities to handle their
collections, or they may designate municipal staff to perform tax collection. Others
may elect to contract with financial firms for property tax collection. As shown in
Table 1, 26 municipalities, including those in which the position of elected tax col-
lector has been abolished under a local home rule charter, contract with financial
firm collectors. Several other municipalities have also designated such firms as
their deputy tax collectors.



Table 2

Collection of Current Property Taxes by Other Than Local Tax Collectors

School District (or Contractor)
County Collects All Is Primary Collector of
County County Property Taxes District Property Taxes
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Table 2 (Continued)

School District (or Contractor)
County Collects All Is Primary Collector of
County County Property Taxes District Property Taxes
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Source: Developed by LB&FC staff from information reported by counties, school districts, and local elected and
appointed tax collectors.



Exhibit 1

County Collection of Current Real Property Taxes
As of Second-Half 2010

County Tax County, and/or County in
Collected in County and/or Municipal and/or | Which Some
County Tax | Selected Third | Municipal Taxes School District School
Collected Class Cities Collected in Taxes Collected Districts
Throughout | and Home Rule Some in Some Collect School
County County Municipalities Municipalities Municipalities District Taxes ®
Allegheny v v
Beaver v
Berks v v
Butler v v
Cambria v v
Centre v
Chester v v
Clinton v v v v
Columbia v v
Crawford v
Dauphin v v v v
Delaware v v
Fayette v
Greene v
Lackawanna vP v
Lancaster v v v
Lawrence v
Lebanon v v
Lehigh v
Luzerne v v
Lycoming v v v v
McKean v
Northampton v v
Philadelphia Ve
Union v v
Venango v
Washington v

& Other counties in which some school districts collect school district real estate taxes include Blair, Bradford, Bucks,
Montgomery, Northumberland, Perry, Schuylkill, Snyder, Tioga, and York.

b County taxes collected throughout the county by the Scranton Single Tax Office.
°The City of Philadelphia Revenue Department collects all current real estate taxes for the City/County and School

District.

4 School districts are responsible for all reconciliation and reporting activities in areas where the county receipts cur-
rent school district real estate taxes on behalf of the school district.

Source: Developed by LB&FC staff.
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2. Most Local Tax Collectors Collect in Municipalities With
Relatively Few Taxable Parcels, and Many Collect Other
Local Taxes and Service Fees

In late 2010, the LB&FC staff surveyed local elected and appointed tax col-
lectors in all 67 counties, with the exception of Philadelphia. Over 60 percent (1,473
of 2,411)1 of the local tax collectors responded to our survey, and most of those (92
percent) responding reported they had been elected to serve. Consistent with Penn-
sylvania’s local government structure, township (rather than city or borough) tax
collectors represented the largest number of respondents (851 of 1,473).

Number of Taxable Parcels

Almost all (98 percent) survey respondents report collecting real estate taxes
for municipalities, with 88 percent also collecting for school districts, and 81 percent
for counties. Such local tax collectors collect real estate taxes for approximately 60
percent of taxable parcels? statewide.

As shown in Table 3, however, most are responsible for collecting real estate
taxes for relatively small numbers of taxable parcels. Ninety-five percent (1,397 of
1,473) of those surveyed reported the number of taxable parcels for which they col-
lected taxes. As shown in Table 3, local tax collectors typically reported collecting
for between 500 and 1,000 taxable parcels. Approximately 60 percent of those re-
porting collect for 1,500 or fewer parcels. Only 9 percent reported collecting for
more than 5,000 taxable parcels.

Consistent with the relatively small number of parcels for which most local
tax collectors are responsible, only 10 percent report having staff to assist with col-
lection activities, and only 12 percent report having posted tax collection hours five
days a week, seven hours a day. Many respondents, however, report that their of-
fices are in their homes and they are readily available to taxpayers seven days a
week and during evening hours. Several local tax collectors note they receive collec-
tions outside of posted hours, even at church services.3

Collection of Other Local Taxes and Service Fees

Two-thirds (965 of 1,473) of the local tax collectors responding to our survey
report collecting one or more other taxes or service fees on behalf of their local
taxing districts. Such other taxes include, for example, per capita, occupational,

I Lebanon is the only county with less than 25 percent of local tax collectors responding to the LB&FC survey.
In 11 counties (Armstrong, Bucks, Cambria, Crawford, Erie, Forest, Franklin, Indiana, Mercer, Monroe, and
Pike), 75 percent or more responded to the survey.

2 This includes 3.12 million out of an estimated 5.05 million taxable parcels, excluding Philadelphia.

3 Approximately 90 percent of the respondents report receiving payments through the mail or in person at the
office, which is often their home. About 20 percent also report tax payments can be made in person at the mu-
nicipal office, and about 2 percent provide for payments at a local bank office or a bank lock box.
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Table 3

Real Estate Parcels Per Local Tax Collector

Tax Collector Percent
Number of Parcels Respondents Respondents
Less than 100 .........c..c....... 20 1.4%
100 -500.....ccccccevevrreeennen. 261 18.7
501 —1,000......cccccccuveennnne 333 23.8
1,001 -1,500.....ccccc0ceuneen. 210 15.0
1,501 —-2,000......ccccccunennne. 149 10.7
2,001 -2,500.....cccccuvernnenn. 109 7.8
2,501 -3,000........ccvveneen. 61 4.4
3,001 -3,500....ccccccvvenenn. 51 3.7
3,501 —4,000......cccuernenn. 34 2.4
4,001 -4,500........cccuvvenenn. 18 1.3
4,500 — 5,000.........ccereneen. 24 1.7
5,001 -10,000................... 90 6.4
10,001 and over ................ 37 2.6

Source: Developed by LB&FC staff from the local elected and appointed tax collector survey responses.

earned income, local service, and amusement taxes. Examples of reported service
fees include mobile home permits and sewer and water fees.

Almost 80 percent (755 of 965) of those that report collecting other local taxes
or fees collect per capita taxes. Many of those that report collecting the per capita
tax also note they have a role in identifying taxing district residents to be placed on
the local per capita tax roll. In addition to tax collectors in the 26 counties with per
capita or occupational taxes,* collectors in 39 other counties report collecting per ca-
pita and occupational taxes on behalf of the other taxing districts.

Along with the local real estate tax, the earned income tax is a major local
source of tax revenue for municipalities and school districts. Relatively few (104 of
1,473) local tax collectors responding to our survey, however, report collecting local
earned income taxes. Such collectors from eight, mostly western, counties (Alleghe-
ny, Butler, Cambria, Centre, Clearfield, Erie, Mercer, and Westmoreland) ac-
counted for approximately two-thirds of all reported earned income tax collection in
our survey.

4 Over 60 percent of Pennsylvania counties do not have county per capita taxes. Only Adams, Armstrong, Bed-

ford, Cameron, Clarion, Columbia, Crawford, Cumberland, Elk, Fayette, Forest, Huntingdon, Indiana, Juniata,
McKean, Mercer, Mifflin, Montour, Northumberland, Perry, Potter, Schuylkill, Snyder, Venango, and Wyoming
have county per capita taxes. Fulton County has a county occupation tax, according to Department of Commu-

nity and Economic Development data.
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3. Counties Serve as Appointed Municipal Tax Collectors for
Approximately 3 Percent of Parcels Statewide

LB&FC staff surveyed seven counties that serve as the appointed local mu-
nicipal tax collector for a substantial number of municipalities.! Total county par-
cels in the seven counties (Clinton, Columbia, Dauphin, Lancaster, Lebanon, Ly-
coming, and Union) account for about 9 percent of parcels statewide. Five of these
counties, accounting for about 7 percent of parcels statewide, responded to our sur-
vey.

In total, the five counties collect municipal (and county) real estate taxes in
approximately 3 percent of parcels statewide. Municipal parcels in which the coun-
ty served as the appointed municipal collector accounted for about:

e 15 percent of total county parcels in one county,
e 25 percent in a second,

e 35 percent in a third,

e 50 percent in a fourth, and

e 90 percent in a fifth.

Three of the five counties were positioned to begin to collect real estate taxes
for municipalities. Prior to serving as the appointed municipal tax collector for se-
lect municipalities, the three collected county real estate taxes in third class cities,
which account for about 10 to 20 percent of total county parcels in such counties.

County Compensation for Collecting Municipal Real Estate Taxes

Compensation paid to counties to collect municipal real estate taxes varied.
For example:

e One county received no compensation for collecting municipal real estate
taxes.

e A second received the cost of a first class postage stamp for each munici-
pal real estate tax bill.

e A third received $0.35 to $0.45 per bill collected.

e A fourth received $0.75 per bill collected plus the postage cost for the mu-
nicipal and county property tax bill.

e A fifth received 2 percent of all municipal taxes collected by the county.

I In addition to the seven counties, LB&FC staff identified three counties in which the county also served as the
appointed municipal tax collector for a limited number of municipalities and parcels. One of the three counties
collected for two municipalities with a total of 27 parcels, a second for two municipalities with a total of 218 par-
cels, and a third for one municipality with fewer than 150 parcels. Such counties were excluded from our analy-
sis in view of the minimal number of municipal parcels for which they collect.
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In addition to collecting real estate taxes for selected municipalities, two of
the five counties collect school property taxes for school districts in some municipal-
1ties. Such counties charge school districts the same amount per bill collected that
the county pays local elected tax collectors to collect county real estate taxes. A
third county that does not collect real estate taxes on behalf of school districts also
links its charge to collect municipal real estate taxes to the amount it pays local
elected tax collectors to collect county real estate taxes.

Two of the five counties, however, charge municipalities more than the coun-
ty pays for county real estate tax collection. The difference is substantial (i.e., $0.25
per bill generated versus 2 percent of collections) for one of the two counties.

In response to our survey, only two of the five counties provided data on their
actual costs to collect current real estate taxes. One had compensation costs? of
about $1.00 per bill, and the second had costs nearing $3.00 per bill.

The county with about $1.00 per parcel actual compensation costs noted in
response to the LB&FC survey it is unwilling to consider collecting municipal real
estate taxes throughout the remainder of the county. The other four counties indi-
cated an interest in such collection, though several noted they would require addi-
tional staff and resources.

Similar responses were provided by the counties with central collection of
county current real estate taxes. The county with central collection and the lowest
per parcel compensation costs ($0.97 per parceld) (see Finding B3) indicated it is not
willing to take on responsibility for collection of municipal real estate taxes through
the county.

The two counties cited above with the lowest per parcel compensation costs
(about $1.00 per parcel, excluding printing and postage, bond, and other operating
costs) advised the LB&FC staff that they are currently operating at peak efficiency
and cannot take on additional collections without substantially increasing their per
parcel costs. They noted, moreover, that in the current fiscal environment, their
counties are not considering expanding staff and investing in additional technology.

County Collection of Other Municipal Taxes
Only two of the five counties collect local taxes in addition to current real es-

tate taxes for municipalities. One county (without a county per capita tax) collects
municipal per capita taxes in a municipality where the county is the appointed tax

2 Such costs include staff and benefit costs plus bank lock box tax payment receipting costs.

3 In addition to providing for payment of taxes in person at the county office, this county provides for bank lock
box collection and payment at banking locations throughout the county. The county relies on automated sys-
tems designed and operated by county staff in its tax payment processing.
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collector. A second county (without a county per capita tax) collects per capita taxes
and school property tax installment payments.

Three of the five counties, however, do not collect other local taxes in munici-
palities where they serve as the appointed municipal tax collector. Such municipal-
ities must identify other means to collect local per capita, services, amusement, or
street light taxes, or decide to forego such local tax revenue.

In Lancaster, for example, the county serves as the appointed tax collector
and collects municipal (and county) real estate taxes in 29 municipalities. The
county, however, does not collect other local taxes for these municipalities, and
school property taxes are often collected by the school districts. Almost 60 percent
of these municipalities have other local taxes (e.g., local per capita, amusement, or
street light taxes). In some cases, the municipalities designate local municipal em-
ployees to collect the other local taxes. Lancaster, however, is one of only five Penn-
sylvania counties® in which all county municipalities have at least one full-time em-
ployee. Statewide, about 30 percent of Pennsylvania municipalities are without one
full-time employee, according to Department of Community and Economic Devel-
opment data.

4 The County Treasurer and the County Assessment Office have slightly different municipal counts. Our analy-
sis relied on municipal counts provided by the County Assessment Office.

5 Lancaster, Lebanon, Lehigh, Monroe, and Philadelphia have at least one full-time employee in every county
municipality. Twenty-one counties (Bedford, Cameron, Clearfield, Clinton, Columbia, Forest, Fulton, Hunting-
don, Indiana, Juniata, Lycoming, Mercer, Montour, Perry, Potter, Sullivan, Susquehanna, Tioga, Union, Wayne,
and Wyoming) are without at least one full-time employee in 40 percent or more county municipalities.
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4. The Small Number of Municipalities That Have Designated Private
Firms to Collect Municipal Property Taxes Are Typically in Counties
That Collect Their Own Real Estate Taxes

As noted in Finding A1, 26 municipalities identify private companies as their
appointed local tax collectors. The LB&FC survey of local and elected tax collectors,
moreover, identified 12 additional municipalities that contract with private compa-
nies for municipal real estate tax collection. We estimate such private firms collect
municipal property taxes for approximately 2 percent of parcels statewide.

In almost 90 percent (33 of the 38) of the municipalities that use private
companies to collect municipal property taxes, the county itself collects county real
estate taxes.! As shown in Table 1 in Finding A1, most private firms serve munici-
palities in Allegheny and Chester Counties, with Allegheny County accounting for
about one-half of all municipalities in which private firms have been designated to
collect municipal property taxes. In Allegheny and Chester Counties, private firms
collect municipal property taxes for approximately 12 percent of total county par-
cels. Typically, such firms collect for municipalities with at least 1,500 parcels.

Collection of Other Current and Delinquent Taxes and Fees

LB&FC staff requested municipalities that have designated private compa-
nies as their local tax collector to provide copies of their contracts and agreements
with such companies. We also obtained information for additional municipalities
through our survey of local elected and appointed tax collectors when the municipal-
ity or its local tax collector had designated a firm to collect municipal property tax-
es.2 Based on our review of contracts and survey responses from 29 of the 38 muni-
cipalities3 that utilize five different private firms, we found:

e at least 21 of the 29 municipalities contract with private firms to collect
other taxes (such as earned income taxes) in addition to current real es-
tate taxes, and

e at least 15 of the 29 also rely on private firms to collect delinquent taxes
and fees.

Real Estate Tax Collection Compensation Methods

We also found that most of the 29 municipalities compensate for current real
estate tax collection on a per bill basis:

I In one additional municipality where the county contracts with a school district to collect county property tax-
es, the municipality contracts with a private firm to collect municipal real estate taxes.

2 Typically, such private companies were designated as a “deputy” collector or referred to as a tax “administra-
tor.”

3 Information was not provided in response to our request or was incomplete for 11 of the 38 municipalities.
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e 23 municipalities compensate using some form of per bill payment,
e 2 compensate using a flat payment amount,
e 2 compensate using the percent of revenue collected, and

e 2 compensate using hybrid compensation methods (e.g., payment on a per
bill basis plus a separate monthly payment for receipting the payments).

While most of the municipalities compensate private firms on a per bill basis,
there are variations in the per bill compensation methods used by municipalities.
For example, one of the five private firms, which collects for 11 of the 29 municipali-
ties, is reimbursed by eight municipalities on a per bill basis.4¢ Of the eight:

e 3 compensate on a per bill printed basis,?
e 3 compensate on a per bill printed and per bill processed basis,® and

e 2 compensate on a per bill printed basis and additional per bill compensa-
tion for other taxes and fees (e.g., fire hydrant tax, etc.) included on the
property tax bill.7

In addition to the per bill compensation, the municipalities also reimbursed the firm
for first class postage to mail municipal real estate tax bills.

Municipal compensation arrangements varied not only within a private firm,
but also across the five private firms. Per bill compensation, for example, ranged
from:

e $1.45 to $2.00 (per bill printed and excluding postage costs) to $5.00 (in-
cluding printing and postage, reminder notices, and preparation of delin-
quent tax notices) at one firm;

e $1.50 (excluding printing and postage costs) to $2.00 (with additional tax-
es on the real estate bill and excluding printing and postage costs) at a
second firm;

e $1.50 (excluding printing and postage costs) to $3.00 (with hydrant taxes
on the real estate bill and excluding printing and postage) at a third firm;

e $1.70 (with printing and excluding postage costs) to $4.25 (including
printing and processing of real estate, fire hydrant taxes, etc., and exclud-
ing postage costs) at a fourth firm; and

e $2.50 (excluding printing and postage costs) at a fifth firm.

4 The remaining three contracts were on a flat commission basis or other hybrid methods (e.g., payment on a per
bill printed and a flat monthly fee from receipting the payment).

5 Compensation ranged from $2.00 per bill printed to $3.25.

6 Compensation ranged from $1.70 combined compensation to $2.20.

7 Compensation ranged from $3.25 combined compensation to $4.25.
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Based on the limited data available, we did not find that higher taxable par-
cel volume necessarily results in lower private firm per bill compensation. One
firm, for example, was reimbursed:

e $2.00 per parcel (excluding printing and postage costs) by one municipali-
ty with just over 1,000 taxable parcels, another with 2,200 parcels, and a
third with about 10,000 parcels, and

e $3.00 per parcel (excluding printing and postage costs) by a municipality
with about 1,400 parcels.

It is possible that such compensation differences are due to the specific services the

municipality requires the firm to provide that are not detailed in the contract and
information available to the LB&FC.
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5. About 20 Percent of Pennsylvania School Districts Do Not Rely on
Local Municipal Tax Collectors to Collect School Property Taxes

As noted in Finding A1, 11 counties have central collection of county real es-
tate taxes. Pennsylvania counties, however, are not the only taxing districts that
collect their own property taxes. About 20 percent (91 of 501) of Pennsylvania
school districts collect school real estate taxes.

In late 2010, LB&FC staff surveyed all school districts that collect school
property taxes in 50 percent or more of the municipalities that comprise the district.
Over 60 percent (56 of 91) of the school districts that collect school property taxes
responded to our survey (see Appendix E). About one-half of the respondents (27 of
56) reported they had been appointed or deputized to collect school real estate taxes.
A similar number (26 of 56) reported a formal contract or agreement existed be-
tween the district and the local tax collector or municipality allowing the district to
collect school taxes.

For the most part, school districts collect real estate and other local taxes for
the school, but not other taxing districts. One large urban school district, however,
collects real estate taxes for the county, and a second collects earned income taxes
for other school districts and municipalities in the county.!

Almost two-thirds of the reporting school districts have been collecting real
estate taxes for a long time. So long, in fact, many cannot recall when the district
started to collect. Of those that could recall (42 of 56), five reported the district had
collected real estate taxes for 30 or more years, eight between 20 and 30 years, and
13 between 10 and 20 years. Three reported starting one year ago.

Counties With School Districts Collecting School Real Estate Taxes
LB&FC school district survey respondents included:

e 13 Lancaster County school districts,

e 6 Allegheny and Chester County school districts,
e 4 Lebanon County districts,

e 3 Berks County districts,

e 2 Dauphin and Delaware County districts,

1 This analysis does not include school districts that have been designated by a municipality as the local munic-
ipal tax collector. At least one of the LB&FC local elected or appointed tax collector survey respondents (see
Finding B1) is a school district appointed by its municipality as the local tax collector. The district collects all
municipal and school district taxes based on an agreement between the municipality and the district, with the
municipality responsible for reimbursing the district for its incremental costs incurred in the collection of mu-
nicipal taxes and fees.
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e 1 Blair, Bradford, Bucks, Butler, Cambria, Columbia, Lycoming, Mont-
gomery, Northampton, Perry, Tioga, and York County districts, and

e 8 multi-county (Berks/Chester, Chester/Delaware, Chester/Lancaster,
Lancaster/Berks, Lycoming/Tioga, Northumberland/Union, Northumber-
land/Union/ Montour, and Tioga/Wyoming) districts.

The reporting districts collect real estate taxes for about 10 percent (528,000 tax-
able parcels) of the state’s taxable parcels. Single county districts in three coun-
ties—Allegheny (26,908), Chester (69,821), and Lancaster (154,866)—account for
almost one-half of the taxable parcels collected by the reporting school districts.

School District Taxable Parcels

Typically, school district real estate tax collectors collect for a substantial
number of parcels. As shown in Table 4, over one-third (19 of 53) of the reporting
districts have between 9,000 and 12,000 parcels, and over 10 percent collect for
15,000 or more parcels. Only one of the reporting school districts has slightly fewer
than 3,000 taxable parcels. As noted in Finding A2 (Table 3), over 60 percent of the
local elected and appointed tax collectors collect for fewer than 1,500 taxable par-
cels.

Table 4

Range of Taxable Parcels in School Districts Collecting
Their Own Real Estate Taxes

School Districts* Range of Taxable Parcels
T Fewer Than 3,000
8 3,001 - 6,000

13, 6,001 — 9,000
19l 9,001 - 12,000
S T 12,001 — 15,000
ST Greater Than 15,000

*53 of 56 school district survey respondents reported taxable parcel counts.

Source: Developed by LB&FC staff from school district survey responses.

School District Collection of Other Local Taxes

While school districts differ from local elected and appointed tax collectors in
the number of taxable parcels for which they are responsible, they are similar in
that both frequently collect other taxes in addition to real estate taxes. Two-thirds
of local elected and appointed tax collectors (965 of 1,473), and over 50 percent of
the school districts (29 of 56) report collecting other taxes. Of those collecting other
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taxes, roughly 80 percent of local collectors (755 of 965) and school collectors (24 of
29) collect per capita taxes.

School districts that collect other local taxes, however, are more likely than
local collectors that collect other taxes to collect local earned income taxes. Based
on our surveys of local elected and appointed tax collectors and school district collec-
tors, we found:

e About 30 percent (8 of 29) of the school districts that collect other local
taxes collect the local earned income tax.?

e About 10 percent (104 of 965) of the local elected and appointed collectors
that collect other local taxes collect the earned income tax.

Bank Lock Boxes

School districts also differ from local elected and appointed tax collectors in
their reliance on bank lock boxes as part of the real estate tax collection process.
About 2 percent (25 of 1,473) of local collectors report using bank lock boxes as part
of the collection process. In contrast, 75 percent (42 of 56) of school districts report
using bank lock boxes to receive real estate tax payments through the mail, and 70

percent (39 of 56) report school real estate tax payments can be made in person at a
bank.3

Typically, school district survey respondents compensate banks for lock box
services, which generally involve banks having a dedicated post office box where
property tax bills are sent. The bank then collects and deposits the payments into a
separate account in the school’s name. Almost 90 percent of the districts that use
bank lock boxes (37 of 42) pay banking fees for such service. Ten percent (4 of 42),
however, do not report paying such fees. Those that do not pay banking fees ad-
vised LB&FC staff that their banks had agreed to waive such fees based on the dis-
trict’s relationship with the bank and the district maintaining a substantial daily
bank balance.4

2 With the implementation of Act 2008-32, three Pennsylvania school districts have been designated to collect
local earned income taxes for their region. Two of the three districts collect current school property taxes for the
district.

3 Five of the seven counties with central collection of county real estate taxes that responded to our survey re-
ported using bank lock boxes as part of their real estate tax collection processes, and six reported payments
could be made at a local bank.

4 Several school district business managers with whom we spoke that utilize local tax collectors to collect local
real estate taxes also advised LB&FC staff that they have been able to obtain “free” bank lock box services at
the district’s bank for use by the local tax collector in the real estate tax collection process. Through such ar-
rangements, school managers noted the district obtains immediate deposit and access to revenues that are col-
lected with no added cost to the local collector. The district, moreover, does not have to employ and/or assign
school district staff to answer taxpayer questions about their tax bills, resolve issues such as duplicate pay-
ments and under and over payments, and reconcile taxes paid against the tax duplicate.
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For the most part, school districts that use bank lock boxes and banks to re-
ceipt real estate tax payments do not rely on them exclusively. Approximately 50
percent report taxpayers can mail their real estate tax payments to the school dis-
trict (270f 56), or they can pay in person (28 of 56) at the district. Most school dis-
tricts (47 of 56) report posted tax collection hours that coincided with school district
hours.

Use of School District Staff

Over 75 percent of the school districts (43 of 56) report using full- and/or part-
time school district staff in the real estate collection process.? Typically, such school
employees hold clerical and accounting positions. Eleven percent of school districts
(6 of 56) report their employees have completed the Department of Community and
Economic Development’s Qualified Tax Collector program.®

School District Use of Private Firms to Collect Real Estate Taxes

Fewer than 2 percent of Pennsylvania municipalities use private firms to col-
lect municipal real estate taxes (see Finding A4).7 About 20 percent (11 of 56) of the
school districts responding to our survey, however, report using such firms to collect
school property taxes.8 As with private firms that collect municipal real estate tax-
es (see Finding A4), private firms that collect school real estate taxes frequently col-
lect other taxes (9 of 11) on behalf of the district, in particular the local earned in-
come tax.

Surety and Performance Bonds

Most school districts (39 of 56) report they have obtained a performance or
surety bond to cover school district (and contractor) staff that collect real estate tax-
es on their behalf. About 15 percent (8 of 56), however, report they have not. Twen-
ty of the 27 districts that have been appointed or deputized to collect school real es-
tate taxes also report they share in the cost of the local elected tax collector’s bond
with the other taxing districts.

Finding B4 provides information on school district per parcel compensation
costs for school districts that collect school property taxes.

50nly 10 percent of local tax collectors we surveyed report having staff to assist in their local tax collection ac-
tivities, and frequently such assistance is provided by taxing district employees.

6In response to the LB&FC survey of local elected and appointed tax collectors, 35 percent of the survey respon-
dents report program completion.

7 None of the counties with central collection of county current real estate taxes report use of private firms for
county real estate tax collection.

8In some instances, local municipalities utilized the same firms as the districts for real estate tax collection.
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B. Real Estate Tax Collection Compensation Methods and Costs

1. Current Real Estate Taxes Are Less Costly to Collect Than
Other Local Taxes

Different taxes have different costs associated with their administration and
collection. Current real estate taxes are among the local taxes that are least costly
to collect.

Current real estate taxes are less costly to collect than other local taxes, in
part, because they have low compliance costs. Real property is “visible” and “immo-
bile.” Property taxes, therefore, cannot be avoided. The real estate tax revenue col-
lected, moreover, is always due to the taxing district in which the property is lo-
cated. Such visibility and immobility distinguish real property taxes from, for ex-
ample, earned income taxes where taxes may be collected in one taxing district (e.g.,
where an individual is employed) and are due to another district (e.g., where an in-
dividual resides), and disputes can arise as to which taxing district is entitled to the
collections. They also distinguish the real estate tax from other local taxes, such as
per capita taxes, that are often levied on highly mobile individuals that must be
identified by the taxing district. And unlike other taxes, the taxing district can se-
1ze the property that remains in place to recover unpaid property taxes.

Collection of current real estate taxes is also less labor intensive than other
local taxes. Typically in Pennsylvania, current real estate collection involves one
mailing, payment receipt, and recording of the payment on the tax roll. Earned in-
come and local service tax collection, however, are more labor intensive and involve
multiple collection transactions throughout the year. Such local taxes, moreover,
have compliance costs for businesses and employers that property owners do not
have.

Comparison of Tax Revenue Generated and Tax Collection Costs

Real property taxes yield substantially more revenue in relationship to their
collection costs than other local taxes. Two townships with public employees serv-
ing as their appointed local tax collectors highlighted this point in their responses to
our survey of local elected and appointed tax collectors.

One township, consisting of over 4,000 taxable parcels, collects township and
school district property and earned income taxes. The township also imposes a local
service tax, and contracts with a nearby municipality to provide for such collection.
This township incurs personnel and benefits costs of just over $3,560 to collect
township real estate taxes (with a per parcel cost of roughly $0.90 for collection
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personnel with benefits), and $24,900 to collect township earned income taxes.! It
also pays just over $49,000 for local service tax collection. In other words, it costs
the township:

e (.22 percent of property tax revenues? to collect the township property
tax,

e 2.09 percent of earned income tax revenues? to collect township earned in-
come tax, and

e 8.58 percent of local service tax revenues* to collect the township local
service tax.

The second township consists of over 20,000 taxable parcels and has geo-
graphic boundaries coinciding with those of the school district. The township ap-
pointed the school district to serve as its municipal tax collector. In addition to col-
lecting the current real estate tax, the school district collects earned income, mer-
cantile, business privilege, and local service taxes on behalf of the municipality and
the school district. The total personnel and benefit costs to collect such local taxes
(for both taxing districts) is approximately $165,000.5 According to the school dis-
trict business manager/appointed tax collector, little staff time is required to collect
current real estate taxes because many payments are received from mortgage com-
panies. Earned income tax collection accounts for most staff time. As a conse-
quence, 80 percent of the taxing districts’ local tax revenue collections (approx-
imately $48 million) involve the least amount of personnel costs.?

The point is further highlighted by the experience of a school district that
responded to the LB&FC survey of school districts that collect their own current
real estate taxes. The district collects its own current real estate tax and earned
income tax. Annually, the school district collects $16 million in current real estate
and $8 million in earned income taxes. The district, which employs 13 tax office

1 One-quarter of one full-time equivalent staff is required for real estate tax collection and 1.75 full-time equiva-
lent for earned income tax collection, according to the township Finance Director/Tax Collector.

2 $1.6 million.

3 $1.19 million.

4 $571,000.

5 The municipality reimburses the school district one-half of the salary for two of the 3.5 staff involved in tax
collection and the cost to print and mail the municipal tax bills, and one-half of the cost of office equipment,
computers, and software. The appointed municipal tax collector (i.e., the school district) promptly transfers
municipal revenues that are collected to the municipality.

6 The district distributes 13,500 property tax bills to individuals and the remainder to mortgage companies.

7 Townships and school districts that collect their own real estate taxes are not the only taxing districts where
the cost to collect other taxes is greater than the cost to collect real estate taxes. LB&FC staff identified two
counties that reimburse local tax collectors the exact same amount to collect a real estate tax bill as a per capita
tax bill. As a consequence, one county expends the same amount per bill to collect approximately $38 million in
real estate taxes as it does to collect about $700,000 in per capita taxes. The second county expends the same
amount per bill to collect approximately $11 million in real estate taxes as it does to collect about $140,000 in
per capita taxes. As there are more per capita tax bills than real estate bills, moreover, the total tax collection
compensation cost to collect per capita taxes is higher than the total for real estate tax collection.
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staff, reports 7.75 percent of the time of two of its 13 tax office staff is required to
collect the current real estate tax.

Complexity in Determining Property Tax Bill Collection Costs

Efforts to identify property tax bill collection costs are complicated, in part, as
a result of the absence of a relationship between the resource inputs required to col-
lect various local taxes and the revenues each tax generates. They are also compli-
cated by other local considerations.

Difficulty in Associating Specific Costs With Specific Local Taxes and
Fees: When local tax collectors collect multiple local taxes and service fees, the ac-
tual unit cost to collect a specific tax (e.g., real estate or per capita tax) may be diffi-
cult to identify. Absent highly developed cost accounting systems, taxing districts
may not be able to identify complete tax collection costs as they apply to any specific
tax.

Preference for Bundled Local Tax Collection: Local taxing districts may
prefer not to “unbundle” their local tax collection as their unit cost to collect local
taxes may increase if they do. To illustrate, assume that a municipality has 500
taxable parcels that generate $1,000,000 in tax revenue and a per capita tax roll of
1,000 that generates $5,000. Further assume the total compensation to collect the
two taxes is $10,000, and current real estate tax collection requires 10 percent of
the tax collector’s time and per capita tax collection 90 percent. In this illustration,
the compensation cost to collect all local tax revenue is 0.99 percent of all tax reve-
nues ($10,000/$1,005,000). On a per bill basis, the “true” cost to collect the munici-
pal property tax is $2.00 per taxable parcel ($1,000/500), and the “true” cost to col-
lect the per capita tax is $9.00 per bill ($9,000/1,000). The overall per bill compen-
sation cost for both taxes is $6.66 ($10,000/1,500). If the municipality in this illu-
stration no longer collects the current real estate tax, the municipality’s per bill cost
to collect local taxes increases to $10 per bill.

Additional Functions Performed by Local Tax Collectors: Local taxing dis-
tricts that collect multiple taxes may take into account factors other than the re-
sources required to collect a specific tax when they establish compensation rates for
local tax collection. A small municipality that collects current real estate and per
capita and occupational taxes in a county without per capita or occupational taxes,
for example, may assign responsibility for updating the per capita or occupational
tax rolls to the local tax collector. Several local tax collectors responding to our sur-
vey noted they are responsible for helping to maintain such roles as municipalities
no longer have municipal assessors. They also noted that they perform other tax
assessment-related functions such as issuance of mobile home permits.
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Additional Local Requirements for Local Tax Collectors: Local taxing dis-
tricts have the option of establishing requirements for real estate tax collection that
go beyond the minimum requirements set forth in statute.® The taxing district may
take such local requirements into account when establishing its compensation for
property tax collection. Such local considerations may account, in part, for certain
differences in taxing district compensation for local tax collectors.

For example, one county, in its resolution establishing compensation for tax
collectors for the collection and remittance of county real estate taxes, established
relatively higher per bill compensation (i.e., about $4.00 per bill collected) within its
compensation resolution. The county resolution, however, also established a sche-
dule of collection remittance more rigorous than the one set forth in statute.® The
resolution, moreover, provided for tax collection submission monitoring and imposed
fiscal penalties on local tax collectors that failed to remit collections weekly during
the discount and face periods and bi-weekly during the penalty period.

Other Revenue: In exercising local discretion, taxing districts in their tax
collection resolutions and contracts may also authorize tax collectors to impose fees
and retain other revenue outside of their stated real estate tax bill compensation.
One municipality, for example, in its contract with a private firm for municipal real
estate tax collection:

e paid the private firm $3.25 per bill printed (plus first class postage),

e permitted the firm to charge requesting parties a fee of $10.00 for each tax
certification!® issued and to retain such revenue, and

e permitted posting, remitting, and reporting of taxes collected on a
monthly, rather than weekly or daily, basis.1!

A second municipality—a large township in southeastern Pennsylvania with
a local elected tax collector—further illustrates the importance of such local taxing
district discretion. This large township relies on its local elected tax collector to col-
lect a variety of taxes and service fees and provides the collector a salary of $6,000
annually to collect over $27 million in real estate taxes. In addition to the salary,
however, the township specifically authorized the collector to retain all revenue de-
rived from municipal tax certifications. According to the local tax collector, such
revenue 1s over $100,000 a year. Many municipalities, however, require that such
fee revenue be turned over to the municipality.

872 P.S. §5511.1 et seq.

972 P.S. §5511.25.

10 Tax certificates are official proof of payment of due taxes on property and are required when property is sold.
11 Similar provisions, as well as permission to retain certain interest, are included in other municipal contracts
we reviewed.
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Different Local Administrative Resources and Structures: Taxing districts
have different administrative resources and structures. As a consequence, a taxing
district with full-time staff, including staff with technical skills, may be better posi-
tioned to reduce its unit tax collection costs than one without such staff and re-
sources.

With such considerations in mind, the LB&FC staff have identified the per
parcel compensation costs for real estate tax collection in counties, school districts
that collect school property taxes, and across all taxing districts in selected counties
in Findings B3, B4, and B5. Such costs and the potential savings we have identi-
fied, however, should be considered as estimates and viewed cautiously in view of
the above noted problems in arriving at true unit collection costs.
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2. Counties and School Districts Typically Compensate Local Tax
Collectors on a Per Bill Basis, While Municipalities Often Compensate
Based on the Percent of Revenue Collected

Based on LB&FC survey responses from local elected and appointed tax col-
lectors, counties, municipalities, and school districts use different methods to com-
pensate local tax collectors. Per bill compensation is the primary method used by
counties and school districts, while compensation based on the percent of revenue
collected is the primary method used by municipalities. According to local tax col-
lectors responding to our survey, statewide:

e 85 percent (1,111 of 1,300) of the school districts and 72 percent (854 of
1,188) of the counties use compensation arrangements that are based on
the number of bills mailed or collected;! and

e 63 percent (910 of 1,439) of the municipalities compensate based on the
percent of revenues collected.

The compensation arrangements that are in place within such methods, however,
vary and are often highly complex. Such variation and complexity is illustrated by
the methods used by counties to compensate for collection of county real estate tax-
es.

County Methods of Compensating for County Real Estate Tax Collection

LB&FC staff surveyed the 56 counties that do not collect their own property
taxes to identify their method of compensating local tax collectors. We found that
most counties rely on per bill compensation for real estate tax collection, but there
are significant differences across the counties within their per bill compensation
methods.2 Specifically, we found:

* 39 counties relied on various forms of per bill compensation, including:

— 16 counties (Adams, Bedford, Blair, Bradford, Clarion, Crawford,
Cumberland, Dauphin, Lancaster, Lebanon, Lycoming, Mifflin, Nor-
thumberland, Snyder, Somerset, and Union) that compensate local tax
collectors on a per bill collected basis.3

1 In 15 counties (Armstrong, Cambria, Clearfield, Fayette, Forest, Fulton, Greene, Jefferson, Lawrence,
McKean, Potter, Schuylkill, Sullivan, Washington, and Westmoreland), 25 percent or more of the local tax col-
lectors reported the school district compensated them based on percent of collections.

2 A similar type of comprehensive analysis of reimbursement methods used by school districts and municipali-
ties is outside the scope of this study in view of the number of municipalities and school districts. Our review of
local elected and tax collector survey responses and other information (discussed in Finding A2), however, led us
to conclude that differences in compensation methods across counties and within counties also occur with school
districts and municipalities.

3 Such compensation method ranged from $0.20 (in Lebanon) to $3.80 (in Bradford).
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— 12 counties (Butler, Carbon, Centre, Columbia, Fayette, Franklin, Ful-
ton, Jefferson, Juniata, Luzerne,* Susquehanna, and Warren) that
compensate collectors on a per bill generated basis.?

— 6 counties (Berks, Bucks, Cambria, Erie, Montgomery, and Wayne)
that compensate collectors on a graduated per bill generated or col-
lected basis (e.g., compensation ranging from $1.75 for the first 1,000
bills generated, $1.50 for the next 3,000 bills, and $1.25 for 4,000 or
more bills).6

— 4 counties (Mercer, Perry, Venango, and York) that compensate collec-
tors on a combined per bill generated and per bill collected basis.”

— 1 county (Pike) that compensates collectors on a combined flat fee and
per bill generated basis (i.e., $4,350 for the first 1,000 bills and $1.66
per bill generated over 1,000 bills).

* 7 counties relied on forms of compensation based on the percent of current
real estate tax revenue collected, including:

— 5 counties (Armstrong, Cameron, Forest, Montour, and Potter) that
compensate collectors based on a flat percent of collections.?

— 1 county (Elk) that compensates collectors using different percents of
collections during different tax collection periods (i.e., 4 percent during
the discount period and 4.5 percent during the face and penalty pe-
riods).

— 1 county (McKean) that compensates collectors using graduated collec-
tion percents with such percents declining as collection amounts in-

crease (i.e., b percent for the first $20,000 to $30,000 collected with the
percent declining to 2.25 percent for $90,000 or more in collections).

* 4 counties relied on forms of combined per bill and percent of collection
compensation, including:

— 1 county (Clearfield) that compensates collectors based on a combina-
tion of per bill collected and graduated (and declining) percents of col-
lection.

4 Reimbursement is based on bills processed.

5 Such compensation method ranged from $0.25 (in Columbia) to $4.00 (in Fulton).

6 Such compensation method ranged from $1.75 for the first 1,000 bills, $1.50 for the next 3,000 bills, and $1.25
for 4,000 or more bills (in Berks) to $7.40 for the first 1,000 bills, $4.35 for the next 4,000 bills, and $2.79 for
5,000 or more bills (in Bucks).

7 Such combined compensation method ranged from a possible combined total compensation of $2.89 (in York) to
$4.00 (in Venango, which also has a $1,000 annual minimum compensation).

8 Such compensation method ranged from 2 percent (in Cameron) to 4 percent (in Potter).
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— 1 county (Monroe) that compensates collectors based on a combination
of graduated per bill generated payments ($3.07 for 500 parcels declin-
ing to $1.05 for more than 6,000 parcels) and a fixed percent of collec-
tion (3 percent) during the penalty phase.

— 2 counties (Schuylkill and Sullivan) that compensate collectors based
on a combination of per bill generated payments and a fixed percent of
collection.?

* 3 counties relied on forms of compensation with certain caps, including:

— 1 county (Westmoreland) that compensates collectors using a graduat-
ed percent of collection with the percent declining as revenue collection
amounts increase and with total compensation capped based on prior
compensation.

— 1 county (Clinton) that compensates collectors using combined per bill
generated and collected and percent of collection compensation with
compensation capped at $50 per bill for each collection over $10,000.

— 1 county (Wyoming) that compensates collectors using combined per-
cent (3.5) of collection with an individual bill cap ($714) and per bill
collected compensation (of $25) for each capped bill.10

* several counties relied on other hybrid methods, including:

— 3 counties (Huntingdon, Indiana, and Tioga) that compensate collec-
tors using a combination of differing percents of collection and other
criteria (e.g., if the payment occurred during the discount, face, or pe-
nalty period, the municipality in which the payment occurred, etc.).

County Methods of Compensating for County Real Estate Tax Collection in
Selected Municipalities

Within counties, there are also differences in county real estate tax collection
compensation methods. In several counties, county staff collect county real estate
taxes in certain municipalities. In others, the county has a compensation arrange-
ment for selected municipalities that differ from those in the rest of the county. In
particular,

e Twelve counties (Berks, Butler, Cambria, Centre, Clinton, Crawford,
Dauphin, Fayette, Lancaster, Luzerne, Lycoming, and McKean) rely on
county staff to collect county real estate tax in 17 municipalities (i.e., the

9 Such compensation methods ranged from $1.35 plus 1 percent (in Sullivan) to $1.80 plus 1 percent (in Schuyl-
kill).
10 This county also reimburses $1.00 per bill forwarded for delinquent collection.
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cities of Reading, Butler, Johnstown, Lock Haven, Titusville, Harrisburg,
Connellsville, Uniontown, Lancaster, Nanticoke, Pittston, Wilkes-Barre,

Williamsport, and Bradford, College and Ferguson Townships, and State
College borough).

e EKleven counties (Blair, Clearfield, Crawford, Elk, Erie, Mercer, Northum-
berland, Schuylkill, Warren, Westmoreland, and York) reimburse 19
municipalities (Altoona, DuBois, Meadville, St. Mary’s, Corry, Erie, Far-
rell, Hermitage, Sharon, Shamokin, Sunbury, Pottsville, Warren, Arnold,
Jeannette, Lower Burrell, New Kensington, Monessen, and York) using
compensation methods that differ from those used to compensate for coun-
ty real estate tax collection in other areas of the county.

The 36 municipalities account for over 5 percent of taxable parcels statewide.
In several counties, however, they account for a significantly higher proportion of
the county’s taxable parcels. For example, in:

e Blair, Centre, Elk, Erie, and Mercer Counties, they account for roughly 30
percent or more of county taxable parcels;

e Lycoming and Venango Counties account for roughly 20 percent or more;
and

e Berks, Crawford, Dauphin, Luzerne, Northumberland, Warren, and
Westmoreland Counties, account for roughly 15 percent or more.

Finding B3 provides information on county per parcel compensation costs to
collect county real estate taxes under the various approaches to tax collection com-
pensation. Finding B4 provides information on school district per parcel compensa-
tion costs when school districts collect their own property taxes. Finding B5 pro-
vides information on county, municipality, and school district per parcel compensa-
tion for local tax collectors for a sample of counties by county class.
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3. County Costs to Collect Current Real Estate Taxes Vary, Though
Counties That Reimburse Based on a Flat Percent of Collections Have
the Highest Per Parcel Compensation Costs

LB&FC staff surveyed the counties that centrally collect all county real es-
tate costs to identify their costs to collect current real estate taxes in Pennsylvania.
We also identified the method(s) used in all other counties to compensate for such
collection. With such information, we estimated the cost to counties to collect coun-
ty current real estate taxes by method of compensation based on a sample of 44
counties that account for more than one-half of all parcels statewide.

As shown in Table 5, the sample counties expended about $9.5 million in
compensation to collect over $1.3 billion in county current real estate tax revenues.
Compensation costs include personnel and benefit costs as well as banking fees
when bank lock boxes are used in the tax collection process. The typical compensa-
tion per taxable parcel for the largest proportion of parcels in our sample (56 per-
cent of all sample parcels, 31 percent of parcels statewide, and 22 of 44 sample
counties) is in the $3.00 to $4.00 range, with such compensation accounting for
about 1 percent of revenue collected.

As shown in Table 5, counties that compensate for collection based on a flat
percent of revenue collected have the highest taxable parcel collection costs (over
$8.00). Their compensation relative to revenue collected is also substantially great-
er (3 percent versus less than 1 percent) than in counties that use other methods of
compensation. Counties that use a flat percent of collections method to compensate
tax collectors, however, account for fewer than 2 percent of parcels statewide.

As shown 1n Table 5, counties with central collection and those that reim-
burse on a per bill collected basis have the lowest per parcel compensation (about
$2.00). We, however, did not have taxable per parcel data for over one-half of the
parcels with central county collection of real estate taxes and those that reimburse
on a per bill collected basis.

In all, LB&FC staff identified a total of $1.2 million in potential savings! (or
13 percent of total sample compensation costs). Realization of such savings might
require investment of county tax dollars. In 8 of the 44 counties potential savings
are greater than $1.00 per parcel.

1 Potential savings are the difference between a county’s compensation costs per taxable parcel and the average
parcel cost for the sample counties using the same compensation method.
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More detailed information about county compensation costs for each of these
methods i1s provided below. In addition, we have estimated county compensation
costs in select municipalities where the county uses a different compensation me-
thod than in the remainder of the county. Typically, such compensation is substan-
tially higher on a per parcel basis than in the remainder of the county.

Counties That Collect County Real Estate Taxes Centrally

Seven of the 10 counties (Allegheny, Beaver, Chester, Delaware, Greene,
Lackawanna, Lawrence, Lehigh, Northampton, and Washington) that centrally col-
lect all county real estate taxes responded to the LB&FC staff survey.2 The seven
counties responding to our survey account for 15 percent of total parcels statewide.?
For the most part, the reporting counties have substantial parcel counts.

Six of the seven counties provided data that allowed us to calculate their per
parcel compensation cost to collect current real estate taxes.4 Such costs include
staff and benefit costs and the costs of bank lock box services if such services are
used to collect and receipt tax payments. As shown in Table 6 below, the per parcel
compensation costs for counties with central collection of county real estate taxes
ranged from $0.97 to $3.61. Table 6 also shows such costs for the most part are
highest in the county with relatively fewer parcels (i.e., approximately 90,000 taxa-
ble parcels). The parcel weighted average cost to collect current real estate taxes for
the six counties was just over $2.00 per parcel (i.e., $2.03).

Table 6

Per Parcel Compensation Costs for Counties Collecting
County Current Real Estate Taxes by Parcel Counts

Number of Reported Parcels Per Parcel Compensation Cost
Fewer Than or Equal to 90,000 ...........cccocovvveeeveeenne.. $3.61
90,001 — 120,000................. $2.08 — $2.41
120,001 — 150,000 .................. $0.97
Greater Than 150,000 .......cccoeeeeeeeerererererennnn, $1.40 - $2.39

Source: Developed by LB&FC staff from survey response data.

We estimate such counties’ compensation costs relative to their real estate
tax revenue collections® ranged from 0.1 percent to 1.1 percent of current real estate
tax revenues. Such percents, however, are not directly related to county per parcel

2 Philadelphia, which has central collection of all taxes for all taxing districts, was excluded from the analysis as
it is specifically excluded in parts of Senate Resolution 2010-250.

3 The 10 counties together account for 27 percent of total parcels statewide.

4 The county that did not provide data is a county with fewer than 60,000 parcels.

5 We used actual revenue data from counties or Department of Community and Economic Development (DCED)
county real estate revenue data. As DCED data includes both current and delinquent tax revenue, based on
select counties and State Tax Equalization Board data, we assumed 95 percent of DCED reported revenues are
current real estate tax revenues. Additional information on real estate tax revenue for counties, municipalities,
and school districts and issues related to that data is provided in Appendix F.
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compensation amounts. The county with compensation costs representing the high-
est percent of collections (1.1 percent) had per parcel compensation costs that were
$1.20 less than the county with the highest per parcel compensation costs ($3.61).
Factors such as the county’s taxable property value and tax rate, which vary across
counties (as well as municipalities and school districts), influence the percent of real
estate tax revenues for which real estate tax compensation accounts.

Potential Savings: In all, the six counties that collect all county real estate
taxes expended approximately $1.7 million to collect an estimated $441 million in
current real estate taxes, or 0.4 percent of total current real estate tax collections.
Four of the six counties had taxable per parcel collection costs greater than the
$2.03 average collection cost per parcel. Such added costs ranged from $0.05 to
$1.58, with one of the four counties having added costs of at least $1.00 per parcel.

If these four counties could reduce their per parcel collection costs to the av-
erage for the group, in total they could realize approximately one-quarter of a mil-
lion dollars in cost savings.6 Such savings ranged from just under $6,000 (or 2 per-
cent of the county’s compensation costs) to approximately $140,000 (or 44 percent of
the county’s compensation costs). More typically, savings were in the range of
$45,000 to $65,000 (or 15 percent of the county’s compensation costs). Such savings
overall would reduce the six counties’ compensation costs to collect current real es-
tate taxes from 0.4 percent of current real estate tax revenue collections to about 0.3
percent of such collections.

Counties Using a Per Bill Collected Compensation Method

As discussed in Finding B2, 16 counties (Adams, Bedford, Blair, Bradford,
Clarion, Crawford, Cumberland, Dauphin, Lancaster, Lebanon, Lycoming, Mifflin,
Northumberland, Snyder, Somerset, and Union) reimburse for collection of current
real estate taxes on a per bill collected basis. Such counties represent approximate-
ly 16 percent of parcels statewide.

LB&FC staff estimated the cost to counties that utilize per bill collection
compensation methods for 11 of the 16 counties. Such counties account for approx-
imately 8 percent of parcels statewide.” Our cost estimates do not include county
collection costs in cities where the county itself collects the county real estate tax or
compensates for such collection using a different collection method. Our analysis
also excludes county real estate tax revenues from such municipalities.

As shown in Table 7, parcel volume does not appear to be determinative of
county per parcel costs to collect current county real estate taxes in counties using

6 $256,296.

7 Qur analysis did not include five counties (Dauphin, Lancaster, Lebanon, Lycoming, and Union) where the
county has been designated as the local municipal collector in selected municipalities (see Finding A3). The
data available for such counties did not allow for estimation of per bill collection costs in the remaining munici-
palities.
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per bill collected compensation methods. Table 7 shows the counties with both the
lowest and highest per parcel counts had between 20,000 and 40,000 parcels. Such
differences are accounted for by several factors, including the specific per bill pay-
ment amount established by the county and differences in county collection rates.
The parcel weighted average cost to collect current real estate taxes in the 11 coun-
ties was just over $2.10 ($2.13) per taxable parcel.

Table 7

Estimated Per Parcel Compensation Costs for Counties With a
Per Bill Collected Compensation Method by Parcel Counts

Number of Reported Parcels Per Parcel Compensation Cost
Fewer Than or Equal to 20,000.............c......... $2.42
20,001 - 40,000 ........... $0.79 — $3.75
40,001 - 60,000 ........... $1.31 - $3.61
60,001 — 80,000 ........... $1.70
Greater Than 80,000 .........c...cccvveene... $0.97

Source: Developed by LB&FC staff from county reported parcel counts and PA Department of Community and Eco-
nomic Development county tax revenue data.

We also estimated county compensation costs relative to real estate collec-
tions. Such estimates ranged from 0.2 percent ($0.79, $0.97, and $1.31 per bill col-
lected) to 1.5 percent ($3.39) of current real estate tax revenues.

Potential Savings: In all, the 11 counties that compensate collectors using a
per bill collected method expended approximately $975,000 to collect over $160 mil-
lion in current real estate tax revenues, or 0.6 percent of current real estate tax col-
lections. Six of the 11 counties had taxable per parcel collection costs greater than
the $2.13 weighted average collection cost per parcel. Such added costs ranged from
$0.29 to $1.62 per taxable parcel, with three of the six counties having added costs
greater than $1.00 per parcel. If these six counties could reduce their per parcel
costs to the average for the group, in total they could realize approximately
$235,000 in savings. Such savings ranged from about $5,300 (or 12 percent of the
county’s compensation costs) to approximately $74,000 (or 46 percent of the county’s
compensation costs). More typically, savings were in the range of $30,000 to
$40,000.

Counties Using a Per Bill Generated Compensation Method
As discussed in Finding B2, 12 counties (Butler, Carbon, Centre, Columbia,
Fayette, Franklin, Fulton, Jefferson, Juniata, Luzerne, Susquehanna, and Warren)

reimburse for collection of current real estate taxes on a per bill generated basis.
Such counties represent over 10 percent of taxable parcels statewide.
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LB&FC staff estimated the cost to counties that utilize the per bill generated
compensation for 10 of the 12 counties.® Such counties account for just over 9 per-
cent of taxable parcels statewide.

As shown in Table 8, the per parcel compensation costs for the ten counties
with a per bill generated compensation method ranged from $1.83 to $4.58. Table 8
also shows that per parcel costs are not necessarily related to parcel volume. The
county with the lowest per parcel compensation costs has relatively fewer parcels
than other counties with greater numbers of parcels. The compensation established
by the county itself is the key factor accounting for differences across the counties
using this method to compensate for tax collection.

Table 8

Estimated Per Parcel Compensation Costs for Counties With a
Per Bill Generated Compensation Method by Parcel Counts

Number of Reported Parcels Per Parcel Compensation Costs
Fewer Than 20,000 ..........cccccveeeeiineeeenns $2.55 - $4.31
20,001 - 40,000................ $1.83 — $4.58
40,001 - 60,000................ $2.83
60,001 - 80,000................ $2.37 - $2.92
Greater Than 80,000 ............c.ccccvveeeeennnen. $3.77

Source: Developed by LB&FC staff from county reported parcel counts and PA Department of Community and Eco-
nomic Development county tax revenue data.

We also estimated county compensation costs relative to real estate tax reve-
nues collected. Such estimates ranged from 0.6 percent ($3.77 per bill generated) to
1.3 percent ($2.37 and $4.58 per bill generated). Again, factors such as the assessed
value in the county and tax rates account for the absence of a relationship between
per bill compensation costs and the percent of tax revenue collected.

Potential Savings: In all, the 10 counties that compensate collectors using a
per bill generated method expended $1.6 million to collect $197 million in current
real estate revenues, or 0.8 percent of current real estate tax collections. Four of
the 10 counties had taxable per parcel collection costs greater than the $3.22
weighted average collection cost per parcel. Such added costs range from $0.55 to
$1.36 per taxable parcel, with two of the three counties having added costs greater
than $1.00 per parcel. If these four counties could reduce their per parcel collection
costs to the average for the group, in total they could realize approximately
$165,000 in savings. Such savings ranged from about $9,800 (or 25 percent of the

8 Qur analysis did not include one county in which the county itself collects county property taxes in certain
home rule municipalities and a second county that is the appointed municipal tax collector in selected munici-
palities. The data available for such counties did not allow for estimation of per bill costs in the remaining mu-
nicipalities.
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county’s compensation costs) to approximately $75,000 (or 15 percent of the county’s
compensation costs). Typical savings were about $40,000.

Counties Using a Graduated Per Bill Generated or Collected Compensation
Method

Six counties (Berks, Bucks, Cambria, Erie, Montgomery,? and Wayne) reim-
burse for collection of current real estate taxes on a graduated per bill generated or
collected basis. Such counties represent over 15 percent of parcels statewide. This
compensation approach effectively results in per parcel compensation that is higher
in municipalities with fewer parcels and lower in municipalities with higher num-
bers of parcels.

LB&FC staff estimated the cost to counties that use graduated per bill gen-
erated or collected compensation methods for five of the six counties. Such counties
account for approximately 14 percent of parcels statewide. All but one of the five
counties has more than 100,000 total county parcels, and the fifth has more than
90,000 parcels.

County compensation costs for the five counties ranged from $1.79 to $4.78
per taxable parcel. The parcel weighted average cost to collect current real estate
taxes in the five counties was just over $4.00 ($4.05). The differences in per parcel
compensation costs across these counties occurs as a result of differences in per bill
costs and graduated scales established by the county, and the mix of small and
large municipalities in the county.

The county compensation costs relative to real estate tax collections were
similar for this group. Such estimates ranged from 0.7 percent to 0.9 percent.

Potential Savings: Four of the five counties!? that compensate collectors us-
ing a graduated per bill generated or collected method expend approximately $3
million to collect over $375 million in current real estate tax revenues, or 0.8 per-
cent of collections. Three of the five counties had per parcel collection costs greater
than the $4.05 weighted average per parcel cost. Such added costs ranged from
$0.29 to $0.73—all less than $1.00. If these three counties could reduce their per
parcel collection costs to the average for the group, in total they could realize ap-
proximately $380,000 in savings. Such savings ranged from about $22,000 (or
about 7 percent of the county’s collection compensation costs) to approximately
$200,000 (or about 15 percent of the county’s collection compensation costs).

9 Montgomery County reimburses on a graduated per bill collected basis.
10 Current real estate tax revenue data were not available for one of the five counties for this analysis.
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Counties Using a Combined Per Bill Generated and Collected Compensa-
tion Method

Four counties (Mercer, Perry, Venango, and York) reimburse for collection of
current real estate taxes using a combined per bill generated and collected compen-
sation method. Such counties represent just over 5 percent of total parcels state-
wide.

LB&FC staff estimated the cost to counties that use a combined per bill gen-
erated and collected compensation method for three of the four counties. Such
counties account for approximately 4 percent of parcels statewide. Such counties
varied substantially in parcel volume with one county having fewer than 25,000
parcels and another about 185,000 total parcels.

The three counties had per parcel costs ranging from $2.88 to $4.00. The

weighted average cost to collect current real estate taxes in the three counties was
$3.39.

We also estimated county compensation costs relative to real estate collection
costs. Such estimates ranged from 0.5 percent to 2.0 percent.

Potential Savings: In all, the three counties expended approximately
$705,000 to collect about $114 million in current real estate tax revenues, or 0.6
percent of current real estate tax collections. Two of the three counties had taxable
per parcel collection costs greater than the $3.39 weighted average per parcel costs
for the group. Such added costs ranged from $0.10 to $0.61—all less than $1.00.

If the two counties with greater per parcel costs could reduce their cost to the
group average, in total they could realize approximately $27,000 in savings. Such
savings ranged from about $2,200 (or 3 percent of collection costs) to about $25,000
(about 15 percent of collection costs).

Counties Using a Combined Per Bill and Percent of Collection Compensa-
tion Method

Four counties (Clearfield, Monroe, Schuylkill, and Sullivan) reimburse for
collection of current real estate taxes using a combined per bill and percent of collec-
tion compensation method. Such counties account for about 4 percent of parcels
statewide. With, one exception, the four counties have more than 70,000 parcels.

LB&FC staff estimated the cost to counties that use the combined per bill

and percent of collection compensation method. Per parcel collection costs for
this group of counties ranged from $2.50 to $5.09 per taxable parcel. The parcel

39



weighted average cost to collect current real estate taxes for the four counties was
$3.50.

We also estimated county compensation costs relative to real estate collec-
tions. Such estimates ranged from 0.9 percent ($2.79) to 1.7 percent ($2.50, $3.62,
and $5.09).

Potential Savings: In all, the four counties that compensate collectors using
a combined per bill and percent of collection method expended approximately
$880,000 to collect approximately $6.6 million in current real estate tax revenues,
or 1.3 percent of current real estate tax collections. Two of the four counties had
taxable per parcel compensation costs greater than the $3.50 weighted average per
parcel cost. One county had $0.12 per parcel added costs and the second $1.59 in
per parcel added costs. If these two counties could reduce their per parcel collection
cost to the average for the group, in total they could realize approximately $132,000
in savings. Ninety-nine percent of such savings, however, are accounted for by one
of the two counties.

Counties Using a Flat Percent of Revenue Collected Compensation Method

Five counties (Armstrong, Cameron, Forest, Montour, and Potter) reimburse
for collection of current real estate taxes based on a flat percent of collection. Such
counties account for very few parcels statewide (1.49 percent).

LB&FC staff estimated the cost in the five counties that use a flat percent of
collection method to collect current real estate taxes. All of these counties have
fewer than 50,000 parcels. As shown in Table 9, such counties have some of the
lowest parcel counts of all counties in the state. They also have the highest per tax-
able parcel compensation costs in the state, with such costs ranging from $5.21 to
$10.72, with a parcel weighted average of $8.33.11

Table 9

Estimated Per Parcel Compensation Costs for Counties With a
Flat Percent of Revenue Collected Compensation Method by Parcel Counts

Number of Reported Parcels Per Parcel Compensation Costs
Fewer Than 10,000 ..........cccccevvvvvvvvvnnnes $7.01 — $10.72
10,001 - 20,000............... $5.21 — $8.87
Greater Than 20,000 ...........coevvvveereeerens $8.84

Source: Developed by LB&FC staff from county reported parcel counts and PA Department of Community and Eco-
nomic Development county tax revenue data.

11 Similar results occur for a county with a small number of taxable parcels (0.49 percent of parcels statewide)
that uses a graduated percent of revenue collected method to reimburse for current real estate tax collection.

40



We also estimated county compensation costs relative to real estate tax col-
lections. Counties that compensate local tax collectors based on a flat percentage of
revenue collected also tend to have much higher costs relative to revenue than coun-
ties using other methods to reimburse for collections. Estimates for these counties
ranged from 2.2 percent ($7.01) to 4.3 percent ($5.21 and $8.87).

Potential Savings: In all, the five counties that compensate collectors based
on a flat percent of collections expended approximately $700,000 to collect about $23
million, or 3.1 percent of current real estate revenue collections. Three of the five
counties had taxable parcel collection costs greater than the $8.33 weighted average
per parcel collection cost for the group. Such added costs ranged from $0.51 to $2.39
per taxable parcel. If these three counties could reduce their per parcel collection
cost to the average for the group, in total they could realize approximately $50,000
in savings. Such savings ranged from less than $10,000 (or 6 percent of the county’s
compensation costs) to about $21,000 (or 6 percent of the county’s compensation
costs).

Other Compensation Arrangements Within Counties

As noted in Finding B2, 11 counties (Blair, Clearfield, Crawford, Elk, Erie
Mercer, Northumberland, Schuylkill, Warren, Westmoreland, and York) have other
compensation arrangements in selected municipalities than those used in the rest of
the county. 12 Such counties include:

e three counties using a per bill collected compensation method,

e two counties using a combined per bill generated and collected compensa-
tion method,

e two counties using a combined per bill and percent of collection compensa-
tion method,

e one county using a per bill generated collection compensation method, and

e one county using a graduated per bill collected compensation method.13

LB&FC staff analyzed taxable per parcel county real estate collection costs in
13 selected municipalities in 9 counties where the county collection reimbursement
method differed from the remainder of the county (excluding municipalities in
which the county itself collected county taxes).14 Per parcel compensation in such

12 Finding A1 also notes that in 13 counties the county collects county current real estate taxes in third class
cities and certain home rule municipalities. County offices involved in such collection are also involved in other
activities. We, therefore, are unable to identify costs associated with county real estate tax collection for se-
lected municipalities in such counties.

13 Two additional counties have compensation methods that did not allow for estimation of their current real
estate collection costs on a taxable parcel basis.

14 LB&FC staff did not include in its analysis six municipalities in the two counties with compensation methods
that did not allow for estimation of current real estate collection costs on a taxable parcel basis.
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municipalities ranged from $1.49 to $9.75, with about a $4.10 weighted average for
the 13 municipalities.

Typically, such per parcel compensation is substantially greater than in the
rest of the county. Specifically, we found county per taxable parcel compensation in
selected municipalities was:

e almost the same in 1 of 13 municipalities,

e less than the remainder of the county in 2 of 13 municipalities (12 to 36
percent less), and

e greater than the remainder of the county in 10 of 13 municipalities (32 to
420 percent).

In three of the ten municipalities in which county compensation was higher, such
per parcel compensation was at least twice the compensation in the remainder of
the county.

Potential Savings: The nine counties expended over $475,000 to collect over
$45 million in county real estate tax revenue in the 13 municipalities, or approx-
imately 1 percent of collections. If the eight counties in which 10 municipalities had
higher per parcel compensation than the remainder of the county could reduce their
per parcel reimbursement to that of the remainder of the county, all eight counties
could realize at least $1.00 per parcel in savings. In total, they could realize about
$150,000 in savings, with such savings ranging from $5,600 to $31,000.

Other Costs

In addition to compensation costs, counties also have costs for printing and
postage and bonding. Average county costs for printing and mailing, based on a
more limited county sample, ranged from $0.22 per parcel to $0.75 per parcel, and
average about $0.35 per parcel. The tax collector’s bond ranged from $0.02 per par-
cel to $0.27 per parcel, averaging about $0.12 per parcel for our sample counties.
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4. Typical School District Costs to Collect Real Estate Taxes Are at the
High End of the Range of Typical County Costs for Such Collection

LB&FC staff analyzed the per parcel tax collection compensation costs of
school districts that collect their own real estate taxes in one-half or more of their
municipalities. Over one-half of such school districts responding to our survey (29
of 56) provided data on their real estate tax collection compensation costs (i.e., staff-
ing and benefit costs and associated bank lock fees).

The 29 school districts that provided cost data account for approximately 5
percent of parcels statewide. The number of taxable parcels in such districts ranged
from 3,400 to almost 27,000. Typically, such districts collected real estate taxes for
about 10,000 to 15,000 parcels.

School District Real Estate Compensation Collection Costs

The 29 school districts reported spending $1.5 million in compensation costs
to collect real estate taxes for over 300,000 parcels, or $5.03 per taxable parcel.
Such taxable per parcel costs ranged from just under $1.00 to $14.97, with a
weighted average per parcel cost of just over $5.00 per parcel.! The district with the
lowest per parcel costs pays an existing district employee slightly higher compensa-
tion to collect real estate taxes for 3,500 parcels. The district with the highest per
parcel costs collects multiple local taxes (i.e., real estate, earned income, per capita,
and local service) for a substantial number of parcels (almost 20,000).

About 40 percent of the school districts (11 of 29) reported collecting other
taxes in addition to real estate taxes. Because of the issue of cross subsidization of
collection costs when more than one local tax is collected, we analyzed the reported
data separately for districts that collect only real estate taxes and those that collect
real estate and other local taxes. We found that school districts that only collect
real estate taxes:

e Have substantially lower per parcel costs than those that collect multiple
local taxes ($3.99 compared to $6.89 per parcel).

e Have typical per parcel costs in the $2.00 to $4.00 range, though 20 per-
cent have per parcel costs in excess of $6.00 per parcel.

e Have per parcel costs ($3.99) at the high end of the range of what it costs
a typical county ($3.00 - $4.00 as discussed in Finding B3) to collect coun-
ty real estate taxes.

1 Qur survey did not ask school districts to report current real estate revenue. For the school districts that col-
lect only school real estate taxes, based on Pennsylvania Department of Education data, we estimate their com-
pensation costs (approximately $750,000) represent 0.15 percent of their real estate tax revenue. For those that
collect real estate and other taxes, we estimate their compensation costs (over $742,000) represent 0.23 percent
of collected tax revenues.
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Potential Savings

School Districts Collecting Real Estate and Other Local Taxes: The 11
school districts that collect real estate and other taxes expend approximately
$742,000 in compensation for such collection, or $6.89 per parcel. Four of the 11
districts have per parcel costs greater than the average for the group. If the four
districts could reduce their per parcel cost to the average for their group, they could
realize approximately $184,000 in savings. Such savings would range from $0.27
per parcel to a high of over $8.00, with two of the districts realizing at least $1.00
per parcel in savings.

School Districts Collecting Only Real Estate Taxes: The 18 districts that
collect only real estate taxes expend approximately $770,000 in compensation for
such collection, or $3.99 per parcel. Eight of the 18 districts have per parcel costs
greater than the average for the group. If the eight districts could reduce their per
parcel cost to the average for their group, they could realize approximately $180,000
In savings. Such savings would range from $0.14 to $4.41 per parcel, with all but
one of the eight districts realizing at least $1.00 per parcel in savings.

School Districts Using Private Firms

In addition to the 29 school districts that provided information on their real
estate collection compensation costs, five of the 11 school districts that use private
firms for school district collection provided compensation data. Typically, such
compensation was in the range of $1.50 to $2.00 per bill, excluding printing, post-
age, and other school district incurred costs. One district, however, compensated
the collector using a flat payment amount plus a per bill collected amount for each
local tax collected, including each installment payment. As a consequence, this dis-
trict compensated the private firm $3.75 per taxable parcel to collect district real
estate payments and a similar amount for per capita and occupational tax pay-
ments.
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5. The Three Taxing Districts in a Sample of Counties by Class Spent
Less Than One-Half of a Percent of Revenue to Compensate for
Property Tax Collection

Senate Resolution 2010-250 directs the LB&FC to identify total compensa-
tion costs across taxing districts in at least one county by class (other than Phila-
delphia and Allegheny Counties), and to consider cost savings associated with real
estate tax collection in such counties. Based on our surveys and other requests of
counties, municipalities, and school districts, we were able to identify the cost to col-
lect real estate taxes across the three taxing districts in one 2A, 3rd, 4th 5th @th 7th
and 8th Class County.! Such counties represented north- and southeastern, central,
and north- and southwestern Pennsylvania. In total, the counties in the sample ac-
count for 11 percent of parcels statewide.

The sample counties selected for this analysis were chosen because of their
class and the high proportion of local elected and appointed municipal tax collectors
responding to the LB&FC survey of such collectors. As shown in Table 10, typically,
more than two-thirds of the municipalities and school districts responded to our
survey or request for information? in each Class County. In Pennsylvania, munici-
palities typically do not cross county geographic boundaries, but school districts fre-
quently do. As a consequence, the 3rd Class, 4th Class, 5th Class, 7th Class, and 8th
Class County responding school districts included multi-county school districts that
cross the sample county’s geographic border.

1 Second Class A counties have a population of 500,000 to 799,999, Third Class 210,000 to 499,999, Fourth Class
145,000 to 209,999, Fifth Class 95,000 to 144,999, Sixth Class 45,000 to 94,999, Seventh Class 20,000 to 44,999,
and Eighth Class less than 20,000 based on 2000 U.S. Census data. Second Class A counties account for ap-
proximately 12 percent of parcels statewide, 34 Class counties approximately 25 percent, 4th Class counties ap-
proximately 9 percent, 5t Class counties approximately 8 percent, 6th Class counties approximately 15 percent,
7th Class counties approximately 2 percent, and 8t Class counties approximately 1 percent.

2 For this analysis of the three taxing districts in a sample of counties by class, LB&FC staff requested data
from all sample counties and school districts based in the county, according to State Tax Equalization Board
data. In response, all sample counties provided actual data on their payments to local elected and appointed tax
collectors and their current real estate tax revenues. Where available, the counties also provided data on the
county cost for printing and mailing of the tax bill, the cost of the tax collectors’ bonds, and other direct local tax
collector costs. All school districts in the sample counties were requested to provide similar information along
with their school district taxable parcel counts. Our reported school district data is based on such responses and
school district boundaries, which are not always coterminous with those of the sample county.
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Table 10

Municipalities and School Districts Providing Information on Local Elected and
Appointed Tax Collector Real Estate Tax Collection Compensation in
Sample Counties

Sample % Municipal % School District
County Class Respondents Respondents

2A i, 66% 92%

3 e, 74 62
4N, 56 75

5N e, 80 75

6 i, 78 100

Y AL 46 100

8" i, 78 100

Source: Developed by LB&FC staff.

Combined Real Estate Tax Collection Compensation Costs for the Three
Taxing Districts

The three taxing districts in the seven sample counties reported expending
almost $5 million in compensation costs to collect over $1.2 billion in county, munic-
ipal, and school district property taxes. Such total collection costs account for less
than one-half of 1 percent (0.4 percent) of the tax revenue collected by all three tax-
ing districts in the seven counties. Table 11 shows the reported compensation costs
for each of the seven sample counties.3

3 Reported compensation costs (i.e., tax collector compensation, benefits (including employer FICA), and bank
lock box fees) are actual reported costs for counties and schools in the sample. Such costs for sample municipal-
ities are estimated based on the method of compensation reported by the local elected or appointed tax collector
in response to our survey, county assessment office reported taxable parcels and taxable assessed values for the
sample municipalities, and the millage rate and property tax revenues reported by the municipality to the De-
partment of Community and Economic Development. The reported compensation costs exclude compensation
costs (and associated property tax revenues) for school districts that collect their own school property taxes and
county compensation costs (and associated property tax revenues) for collection of county property taxes in se-
lect municipalities where different tax collector compensation methods are in place than in the remainder of the
county.
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Table 11

Sample Taxing Districts’ Reported Current Real Estate Collection
Compensation Costs by County Class

Total Reported Compensation Costs for

Sample County Class Three Taxing Districts (% of Collected Revenue)
2A i, $2.0 million (0.3%)
3 e, 0.8 million (0.7%)
A" 0.7 million (0.9%)
5 e, 0.8 million (0.3%)
6" e, 0.4 million (1.0%)
T e, 0.1 million (0.6%)
8" e, 0.1 million (2.7%)
Sample Total .........ccveeeene $5.0 million (0.4%)

Source: Developed by LB&FC staff based on survey responses and other reported data.

Three Taxing Districts’ Per Parcel Compensation Costs

Typically, the taxing districts in the sample had weighted average per parcel
compensation costs of $3.00 or more.¢ As shown in Table 12, five of the municipal,
four of the county, and four of the school district groups in the seven sample coun-
ties had per parcel compensation costs of $3.00 or more.

Table 12 also shows that school district groups tend to have higher average
per parcel compensation costs than the counties and municipalities, with two of the
seven school district groups having average per parcel compensation costs of $5.00
or more, and one of the seven municipal groups having per parcel costs of $5.00 or
more. (See also Finding B4.) All counties had per parcel compensation costs below
$5.00 per parcel, including the one county that compensated for tax collection based
on a flat percent of revenue collected basis.?

4 The weighted per parcel compensation costs for all reporting taxing districts in the seven sample counties is
$3.78.

5 The seven counties in the sample compensated local tax collectors using a variety of methods. Three of the
seven used graduated per bill generated or collected compensation methods, one used a flat percent of revenue
collected method, one used a combined per bill generated and collected method, one used a combined per bill
generated and percent of collection method, and one used a method involving a flat compensation amount and
per bill payments after a certain parcel volume. For municipalities, compensation based on a percent of revenue
collected was the dominant method of compensation in six of the seven sample counties, and salary in the se-
venth county. For school districts, per bill generated was the dominant method of compensation in one sample
county, graduated percents of collection in two counties, flat payments or salary plus some other compensation
in three counties, and a fairly even mix of almost all types of approaches (e.g., graduated per bill generated, sal-
ary, combined graduated per bill generated and percent of collection, and percent of collection with a cap) in one
county.
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Table 12

Taxing District Per Parcel Compensation Costs by County Class

Actual County Average Municipal Actual or Average School
Sample Per Parcel Sample Per Parcel District Sample Per
County Class Compensation® Compensation Parcel Compensation®
2A........ $4.74 $3.72 $3.87
3 i, 4.34 3.51 4.88
am 2.86 2.98 6.31
5 . 2.74 3.62 1.85
6" e 2.49 5.78 1.90
" i, 3.49 452 2.43
8" 4.56 1.36 6.09

# Excludes municipalities in which the county collects county real estate taxes and those with compensation methods
that differ from those in place in the remainder of the county.

® Excludes school districts that collect their own property taxes and one district in a 2A Class County and one in a 7"
Class County that were unable to separate real estate and other local tax collection costs. The reported per parcel
compensation is actual for school districts in 6" and 8" Class Counties (where all school districts provided data) and
the average for the reporting school districts in the remaining sample counties.

Source: Developed by LB&FC staff.

Table 12 shows there is wide variation in costs, particularly at the municipal
and school district level. As shown in Table 13, only one county in our sample had
per parcel compensation costs higher than both municipalities and school districts
in the county.

Table 13

Lowest and Highest Per Parcel Compensation Costs
for Sample County Taxing Districts

Sample County Per Parcel Municipal Per Parcel School District Per Parcel
County Class  Compensation Cost Compensation Cost Compensation Cost
2A $4.74 $3.72 -

3 s - 351 $4.88
A" e, 2.86 - 6.31
5™ e, - 3.62 1.85
(S - 5.78 1.90
AN - 452 2.43
8" e - 1.36 6.09

Source: Developed by LB&FC staff from survey response and other reported data.
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Of the sample county taxing districts, municipalities have the greatest varia-
bility in their per parcel compensation costs. As shown in Table 12, county per par-
cel costs range from $2.49 to $4.74. In municipalities, however, per parcel costs
ranged from:

o $1.14 to $16.58 in the 2A Class County,
e $0.64 to $13.35 in the 3rd Class County,
e $0.49 to $23.13 in the 4th Class County,
e $1.16 to $21.68 in the 5th Class County,
e $0.60 to $80.70 in the 6th Class County,
e $0.67 to $15.29 in the 7th Class County, and
e $0.14 to $3.32 in the 8th Class County.¢

In part, this variability occurs as a result of the differences in property as-
sessed values across municipalities within a county, differences in municipal tax
rates, and the small numbers of taxable parcels in some municipalities. Such wide
variability in municipal per parcel compensation costs within counties is illustrated
in the 4th Class County in our sample.

The 4tk Class County has two municipalities with a similar number of taxable
parcels (about 325), the same method of tax collector compensation (5 percent of
revenues collected), and substantially different per parcel compensation costs—
$3.08 versus $23.13 per parcel. The municipalities, however, have very different
assessed values and tax millage rates—$16 million in taxable assessed values and a
9.35 millage rate for the municipality with the $23 per parcel compensation and
$1.7 million in taxable assessed values and a 12.35 millage rate for the municipality
with the $3.00 per parcel compensation. Such differences in assessed values in mu-
nicipalities with similar parcel counts may be due to inherent differences in the
value of property in the municipalities. They may also be due to the presence of
several high value commercial properties in one municipality, and not the other.

Such variability in per parcel costs does not occur with school districts in the
counties with relatively fewer taxable parcels (5th, 6th, 7th and 8th), which have rela-
tively fewer districts. There is, however, certain variability in the per parcel costs of
school districts in the larger counties, though it is not as great as the variability in
per parcel costs for the municipalities. In school districts in counties with relatively
more taxable parcels, per parcel costs ranged from:

6 With the exception of 5t and 6t Class County municipalities, the municipalities with the highest and lowest
per parcel compensation rely on the same method to compensate collectors (i.e., a percent of compensation) for
municipal property tax collection.
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e $2.26 to $9.38 in the 2A Class County,
e $2.89to $7.47 in the 3rd Class County, and
e $2.75to $13.44 in the 4th Class County.

Such variability in school district per parcel costs appears to be due in part to
differences in methods of compensation. In the 3td Class County, for example, the
school district with the lowest per parcel costs compensates for tax collection based
on a capped percent of collections, while the district with the highest costs uses a
graduated per parcel and percent of collection method without a cap. Both districts
have similar numbers of taxable parcels, though the district with the lower per par-
cel costs collects more in property taxes than the district with the higher compensa-
tion costs.

Potential Savings

We estimated potential savings for all taxing districts in the sample counties
using the county’s per parcel compensation costs as our benchmark. The sample
counties had per parcel compensation costs that were below (4 of the 7 counties) or
only slightly above ($0.10 to $0.65) the average for all counties statewide using the
sample county’s compensation method (see Finding B3). The sample counties
tended to have per parcel costs between the lowest and highest average parcel costs
for the other taxing districts in the county.

Municipal Savings: About half (63 of 141) of the municipalities in the sample
counties had per parcel compensation costs greater than those of their county. If
such municipalities could reduce their average per parcel costs to those of the coun-
ty, they could potentially realize about $465,000 in total savings, with such savings
ranging from about $22,000 (in the 7tk Class County) to about $128,000 (in the 6th
Class County). Over 80 percent (51 of 63) of the municipalities with per parcel costs
greater than those of the county could potentially realize savings of $1.00 or more
per parcel.

In part, such relatively large potential savings occur because counties gener-
ally use different compensation methods than the municipalities. All counties with
municipalities with potential municipal savings (6 of 7) use some form of per bill
compensation, while the municipalities in such counties relying primarily on per-
cent of collection to compensate collectors. In all but two (2A and 4th) of the six
counties where potential saving may be realized, all such savings would occur in
municipalities that compensate tax collectors based on the percent of revenue col-
lected.

School District Savings: School districts in five (2A, 3rd, 4th) 7th and 8th) of
the seven counties had per parcel compensation costs greater than those of their
county. If the school districts in the five counties could reduce their average per
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parcel costs to those of the county, they could potentially realize over $315,000 in
savings. Such savings would range from about $500 (in the 7th Class County) to
over $200,000 (in the 4th Class County). Over 80 percent (15 of 18) of the school dis-
tricts with per parcel costs greater than those of the county could potentially realize
savings of $1.00 or more per parcel.

Potential school district savings also occur primarily due to the differences in
the county and school district compensation methods. In three of the five counties
with potential school district savings the county uses some form of per bill compen-
sation, but the school districts rely on a different, typically more expensive, method
to compensate tax collectors. In one (2A) of the five counties with potential school
district savings, more than 75 percent of such savings would occur in districts that
report use of salaries to compensate local tax collectors. In a second county (4th),
almost 75 percent of the savings would occur in districts that rely on percent of col-
lection to compensate tax collectors. In a third county (3rd), about 40 percent of the
savings would be realized in districts that report use of salaries to compensate tax
collectors, and approximately 50 percent in districts that do use some method other
than per bill or percent of collection compensation.

Aggregate Savings: We also considered possible savings across all of the
taxing districts. In the aggregate, we estimate the taxing districts in our sample
could potentially realize about 20 percent in compensation cost savings.” Such
amounts, however, vary across the counties, ranging from 14 percent of compensa-
tion costs in the 8t Class County to 33 percent in the 4th Class County.

Across the sample counties, moreover, there are differences in which taxing
districts have the greatest potential for savings. Such differences are illustrated in
Table 14. For example, as shown in Table 14, school districts in the 4th Class Coun-
ty appear to have the greatest opportunity for savings of any group within the sam-
ple. It also shows that across the sample counties, typically municipalities have
greater potential for compensation costs saving than the other taxing districts,
though they are effectively tied with school districts in overall potential compensa-
tion cost savings.

7 Potential county savings were benchmarked against other counties using similar compensation methods (see
Finding B3). Municipal and school district savings were benchmarked against county per parcel costs.
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Table 14

Percent of Potential Compensation Cost Savings® by
Sample County and Taxing Districts

% Potential % Potential % Potential % Potential
Compensation Compensation Compensation Compensation
Class Cost Savings Cost Savings Cost Savings Cost Savings
County School Districts Municipalities County Taxing District Aggregate
2A 10.4% 19.5% 14.5% 15.0%
3rd.cceeeenn, 21.1 25.1 6.6 15.9
A% e, 54.9 26.8 0.0 33.0
LSRR 0.0 39.0 0.0 16.4
B e 0.0 60.2 0.0 30.8
LU 2.1 52.3 2.9 17.16
Sth..ocoovnne 25.1 0.0 0.0 14.0
Aggregate..... 235 31.8 8.2 19.3

& Potential county savings were benchmarked against other counties using similar compensation methods (see Find-
ing B3). Municipal and school district savings were benchmarked against county per parcel costs.

Source: Developed by LB&FC staff.

Other Real Estate Collection Costs

The information provided by our sample counties also allowed us to consider
other costs, in addition to compensation costs, to collect property taxes. Typically,
such other costs include the cost to print and mail the tax bill and the cost of surety
and performance bonds for those involved in property tax collection.8

In Pennsylvania, counties and municipalities often have the same property
tax billing and collection cycle, and, therefore, can share the costs to print and mail
property tax bills. Pennsylvania counties also have the option to bid for a bond to
cover all tax collectors in the county, with all taxing districts sharing (in proportion
to their level of coverage) in the cost of tax collector bonds.?

School districts have higher property taxes than counties and municipalities,
and their property tax billing and collection cycles (and fiscal years) do not coincide
with those of the other taxing districts. As a consequence, districts can opt to par-
ticipate in the county’s cooperative program to share in tax collector bond costs, but
they cannot share their tax collection printing and mailing costs with the other tax-
ing districts.

8 Such bonds may cover liability in the case of uncollected taxes. They are also used to protect and guarantee
the public that the elected or appointed tax collector will honestly perform their tax-collecting duties.
9 Six of the seven sample counties are among the 48 counties statewide that provide this cooperative program.
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Table 15 provides the per parcel printing, mailing, and annual tax collection
bond costs for the sample counties and school districts. As shown in Table 15, some
counties were unable to provide their printing and mailing costs as such costs are
imbedded in cost centers that cover a variety of county functions.

Table 15 also shows that school districts tend to have higher per parcel print-
ing, postage, and bond costs than their counties. Printing costs, for example, are
consistently lower for counties than school districts. Similarly, six of the seven
counties have lower per parcel mailing and bond costs than school districts, in part
because they send out a combined county/municipal property tax bill, and therefore
share postage costs with the municipalities. When such costs are considered in the
aggregate for the three sample counties with complete data, the counties consistent-
ly have lower per parcel costs, with such combined per parcel costs ranging from
$0.31 (in the 2A Class County) to $0.66 (in the 8th Class County). The difference in
such costs between the county and the school districts in the 2A Class County is
significant (i.e., almost $1.00 per parcel).

The school districts’ higher per parcel costs for printing, mailing, and bonding
may be due to their inability to share such costs with other taxing districts and the
higher level of bond coverage associated with their higher tax revenues. They may
also be due to economies of scale. School districts in the 5th Class County in our
sample, for example, have printing, mailing, and bond costs that are almost equal to
their per parcel compensation costs ($1.85 vs. $1.45).

As shown in Table 15, two of the four counties for which we have data report
combined real estate tax bill printing and mailing costs of less than $0.30 a parcel,
including the 7th Class County. Such relatively low per parcel printing and mailing
costs are consistent with data reported by counties with central collection of county
real estate taxes (see Finding B3). Five of the six counties with central collection of
county property taxes report combined printing and mailing costs between $0.22
and $0.32 per parcel. Based on actual data for 14 counties, we estimate the average
county printing and mailing cost is $0.35 per parcel.
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Table 15

Per Parcel Printing, Mailing, and Bond Costs in Sample Counties

Sample Per Parcel Per Parcel Per Parcel Per Parcel Per Parcel Per Parcel
County Printing Cost Printing Cost Mailing Cost Mailing Cost Bonding Cost  Bonding Cost
Class County School District County® School District County School District

2A......... $0.22° $0.28 P $0.45 $0.09 $0.47

39 N/R 0.52 $0.34 0.38 0.07 0.14

4n N/R 0.28 0.17 0.33 N/R 0.11

5 N/R 0.55 N/R 0.56 N/R 0.34

6" 0.25 0.49 0.49 0.44 N/R 0.20

A 0.10 0.41 0.18 0.35 0.05 0.18

8" ... 0.13 0.38 0.43 0.37 0.10 0.06

% Some counties send a combined county/municipal property tax bill and therefore share postage costs with munici-
alities.
Combined printing and mailing cost.

Source: Developed by LB&FC staff from county and school district reported data.

Real Estate Tax Consolidation

Two of the taxing districts’ state associations have adopted position state-
ments concerning consolidated real estate tax collection. The County Commission-
ers Association of Pennsylvania in its 2010-2011 Official Policy Statement adopted
the following position.

The Association supports legislation to provide for county collection of
county, municipal, and school property taxes, including mechanisms
for recovery of costs of administration.

The Pennsylvania School Board Association has adopted the following position. The
School Board Association:

Supports legislation that abolishes the requirement for school districts
to use elected property tax collectors, permits centralized collection for
property taxes levied and allows regional tax collection with districts
having a voice in the appointing and management of the tax collector.

The regional collection endorsed by the School Board Association is similar to the
collection structure provided for by Act 2008-32 for the collection of local earned in-
come taxes by school districts and municipalities.

The Pennsylvania Association of Township Supervisors has taken the posi-

tion that it “opposes legislation mandating a countywide collection of the real estate
tax.” The Association, however, supports intergovernmental cooperation, and
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“supports voluntary cooperation as a means for local governments to creatively pro-
vide the levels of service demanded by their citizens while retaining their local au-
tonomy.”

Somewhat similarly, the Pennsylvania State Association of Boroughs adopted
a policy statement concerning tax administration endorsing options for local tax col-
lections. Specifically, the Municipal Policy Statement notes:

Municipalities should be given the option by ordinance to replace the
elected local tax collector with a municipal official charged with collec-
tion of the local taxes, and to make joint agreements with one or more
municipalities, the county, or the Tax Collection Committee for joint
collection of local taxes, as is presently authorized under Act 511, the
Local Tax Enabling Act.

As noted in Finding B1, the requirements for real estate tax collection are
very different than for other local taxes. In Pennsylvania, counties are responsible
for deed transfers. More importantly, they are responsible for valuing property, de-
termining the level at which it is assessed, and maintaining the inventory of all
property to be taxed. In Pennsylvania, counties are often responsible for delinquent
tax collection for all taxing districts. So in many ways, counties are in the best posi-
tion to take on responsibility for local property tax collection.

Consolidation of all current real estate tax collection at the county level, how-
ever, 1s not without challenges. If, for example, current real estate tax collection
were consolidated at the county level in the seven sample counties based on the
county’s current per parcel compensation costs:

e over one-half of the municipalities (78 of 141) in the sample counties
would have higher tax collection compensation costs than they do now,
and

e over 40 percent (14 of 32) of the school districts would have higher tax col-
lection costs.

Moving to county consolidated collection and county costs, moreover, could
result in some taxing districts expending more than 5 percent of their revenue on
tax collection. One municipality in our sample counties, for example, currently ex-
pends $0.60 per parcel to collect municipal real estate taxes for just over 1,000 par-
cels. This municipality would increase its per parcel costs by about $2.00 with con-
solidation based on the county’s per parcel costs. The municipality currently spends
about 6 percent!0 of its real estate revenue on such collection. If the county were to
take on such collection at current county parcel costs, the municipality would be ex-

10 This estimate includes the municipality’s employer share of FICA taxes, and for this reason is greater than 5
percent.
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pending about one-quarter of all municipal real estate tax revenue on such tax col-
lection.

Requiring municipalities and school districts to compensate for tax collection
at higher costs than they now incur would be problematic. Similarly, requiring
counties to provide for collection without covering their actual collection costs would
also be problematic. As noted in Finding A3, moreover, the counties that currently
collect real estate taxes at peak efficiency are not willing at this time to hire addi-
tional staff and invest in technology upgrades to provide for consolidated collec-
tion.11

Consolidation has the appeal of potential economies of scale due to higher vo-
lume and resultant cost savings. As noted in Finding B3, however, county real es-
tate collection compensation costs on a per parcel basis do not necessarily decrease
as parcel volume increases. Rather, the method of compensating for such collec-
tion—which is controlled by the taxing district—rather than parcel volume, appears
to more directly impact property tax collection costs. As a result, consolidation of
real estate tax collection does not necessarily result in lower per parcel collection
costs.

Potential savings in terms of recovery of “lost revenue” that are anticipated
with the consolidated collection of local earned income taxes over a wider area,
moreover, are not available with real estate tax collection.l? As noted in Finding
B1, real estate taxes are among the least costly local taxes to collect because of their
low compliance costs and the opportunity for taxing districts to seize properties in
their taxing district for failure to comply with the tax. Local control of such tax col-
lection, moreover, provides taxing districts with the ability to establish schedules
for immediate access to their tax revenues rather than waiting several weeks or
months for such access.

11 As noted in Finding A3, several of the counties that are the appointed municipal tax collectors perform such
duties without cost to the municipalities, or charge only their incremental costs.

12 In 2002, the Pennsylvania Department of the Auditor General in response to complaints regarding collection
of the local earned income tax and delinquent occupational assessment and per capita taxes by two private
firms acting as local tax collectors on behalf of school districts and other local governments found that earned
income taxes were not being remitted to the appropriate jurisdictions, and the earned interest on collected tax
funds was not being fully disclosed to the appropriate taxing authorities and paid to such authorities. In 2003,
the Auditor General also reported on a series of questionable practices concerning earned income taxes and
abuses in such collection related to non-resident earned income tax collection. In a 2004 report, the Department
of Community and Economic Development (DCED) considered earned income tax collection in Pennsylvania and
recommended such local tax collection be consolidated and that local jurisdictions be permitted and encouraged
to expand such local tax collection boundaries to include several counties in a region. DCED recommended such
consolidation (with state grants to support implementation) to reduce “inter-office disputes and improve cash
flow to municipalities and school districts.” In response to such concerns, the General Assembly enacted Act
2008-32, which, in part, provides for full implementation of regional collection of local earned income taxes in
2012.
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Previous local experiments with consolidated municipal and school district
real estate tax collection, moreover, have not been without problems. Municipali-
ties and school districts in one central Pennsylvania county provided for central
countywide collection of real estate and earned income taxes through a private or-
ganization, which they formed. The former director of the central collection agency,
however, embezzled taxing district funds over a four-year period prior to commit-
ting suicide in 2007. Subsequently, auditors determined that the collection agency
had substantially overpaid certain school districts and municipalities participating
in the central collection, and underpaid others. As of late 2010, proposals to resolve
such over- and under-payments had not been agreed to by all parties. Many of the
county’s municipalities, moreover, had appointed the county treasurer to serve as
their municipal property tax collector rather than continue to rely on the central
collection agency’s designated contractor.13

At this time, it may be premature to move toward consolidation of real estate
tax collection. In 2012, the state requirement for consolidation of local earned in-
come tax collection will be fully underway. Local school district and municipal offi-
cials have advised LB&FC staff they anticipate several implementation issues (e.g.,
local revenue cash flow, business compliance costs, etc.) that will require considera-
ble effort to address. Before considering consolidation of local real estate tax collec-
tion, issues related to other local tax collection should be fully resolved to the satis-
faction of all taxing districts.

13 In part, municipalities may have appointed the county to collect their real estate taxes as the cost for such
collection under the central collection agency’s new contractor increased from $0.30 per bill to $1.50 per bill.
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6. Property Tax Collection Costs Are an Estimated One-Half of One
Percent of Collected Revenues

LB&FC staff estimated the aggregate cost to collect current real property
taxes across all taxing districts (counties, municipalities, and school districts). Our
aggregate cost estimates include:

e compensation to appointed and elected tax collectors to collect current real
estate taxes,

e employer FICA and other benefits cost associated with such collection,
and

e property tax bill printing and mailing costs.!
Our estimated aggregate costs cover:

e county costs to collect county property taxes, with the exception of Alleg-
heny and Philadelphia Counties, and selected municipalities with county
tax collection compensation methods that differ from those throughout the
rest of the county;

e municipal costs to collect municipal property taxes in 2nd Class A, 3vd, 4th,
5th 6th 7th and 8th Class Counties, with the exception of municipalities in
which the county is the appointed collector of municipal property taxes;
and

e school district costs to collect school property taxes, excluding those in Al-
legheny and Philadelphia Counties.

Our aggregate costs estimates cover 75 percent of taxable parcels statewide.2

The LB&FC’s aggregate estimates are based on sample per parcel compensa-
tion and cost data discussed in Findings B3, B4, and B5; parcel data reported to
the LB&FC staff by counties and taxing districts; data reported by county assess-
ment offices to the County Commissioners Association of Pennsylvania; real estate
tax revenue data reported to the LB&FC staff by taxing districts; and real estate

1 Based our various samples, we estimated average per parcel printing and mailing costs of $0.35 for counties
and municipalities and $0.84 for school districts.

2 Allegheny and Philadelphia Counties’ taxing districts are excluded from the aggregate cost estimates as they
have substantially different arrangements for property tax collection than the remainder of the state, in par-
ticular their home rule status and the large number of home rule municipalities in Allegheny County. In Penn-
sylvania, home rule counties and municipalities are free to make their own arrangements for tax collection, and
local elected tax collectors in such taxing districts may or may not continue to collect property taxes. Allegheny
and Philadelphia Counties account for approximately 20 percent of taxable parcels statewide. Certain munici-
palities (and their associated property tax revenues) have been excluded because cost data are not available in
view of the variety of functions performed by county staff responsible for municipal tax collection. Other muni-
cipalities (and their associated property tax revenues) have been excluded because, as discussed in Finding B3,
they have per parcel collection methods and costs that differ from those in place in most of the county.
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revenue data reported to the Department of Community and Economic Develop-
ment and the Pennsylvania Department of Education. Based on such data, we were
able to extrapolate aggregate costs across taxing districts for much of the state.

Aggregate Cost to Collect Current Property Taxes in Pennsylvania

Aggregate county, municipal, and school district costs to collect $11.6 billion
in property taxes are about $55 million, and represent 0.5 percent of collected reve-
nues,3 with 0.4 percent due to compensation costs and 0.1 percent due to printing
and postage. (Under state law, boroughs and second class townships may compen-
sate local tax collectors up to 5 percent of collections.) As noted in Finding B3, how-
ever, collection costs as a percent of revenue collected are not particularly useful
measures to compare costs across taxing districts or costs associated with different
methods of collector compensation because of substantial differences in assessed
property values and tax rates across taxing districts. Table 16, therefore, provides
estimated aggregate costs for taxing districts across the state on a per parcel basis.

As shown in Table 16, counties tend to have lower per parcel costs on average
than municipalities and school districts, with average per parcel costs to collect
county property taxes roughly $1.00 less than municipalities and school districts.
School districts have per parcel costs just above those of municipalities, but their
total costs represent a substantially smaller portion of their tax revenues. In part,
their per parcel costs are somewhat above those of municipalities due to their high-
er per parcel printing and mailing costs ($0.84 per parcel for school districts com-
pared with $0.35 for counties). School districts, with property tax billing cycles that
differ from the county and municipality, have a disadvantage in that they are una-
ble to share such costs through the use of a single bill.

Table 16

Estimated Aggregate Property Tax Collection Cost by Taxing District

Aggregate Collection Cost Average Per Parcel Cost
Taxing Districts (% of Property Tax Revenue) With Printing and Postage
Counties........ccoeeeeveennee. $14.3 million (0.7 %) $3.41
Municipalities................. 17.7 million (1.8 %) 4.30
School Districts............. 21.3 million (0.3%) 4.50
LI ] - | 53.4 million (0.5 %) NA

Source: Developed by LB&FC staff.

3 Our analysis excludes the cost of the tax collector surety and performance bond. The available data indicates
such costs on a per parcel basis are negligible, ranging from $0.02 to $0.27 in the available sample data. As
noted in Finding B5, counties have available a cooperative program for taxing districts to secure such protection
for the taxpayers. Our analysis also excludes audit costs. We have excluded bonding and audit costs in our
analysis because they are required to protect taxpayers, and necessary regardless of the property tax collection
method utilized by the taxing district.
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As noted in Findings B3, B4, and B5, there are potentials for savings. In the
aggregate, if such potential savings are similar to the savings in our samples, such
savings may be as high as:

e over 10 percent of county compensation costs,
e about 30 percent of municipal compensation costs, and

e over 20 percent of school district compensation costs.

Such savings, while consequential, are significantly below the savings projected as a
result of consolidation of local earned income tax collection (see Finding B5). Using
FY 2004-05 data, the Pennsylvania Economy League of Southwestern PA estimated
the $237 million in local income taxes goes uncollected annually as a result of the
fragmented and inefficient system for collecting local earned income taxes. In 2007,
the Task Force on School Cost Reduction’s report to the Governor and General As-
sembly, “Driving More Dollars Into the Classroom,” based on a Department of
Community and Economic Development study, reported as much as $127 million
potentially would be available for Pennsylvania public schools as a result of consoli-
dated regional earned income tax collection. In the aggregate, school district prop-
erty tax collection costs are about $22 million. If such costs are reduced between 20
and 25 percent, school districts (other than those in Philadelphia and Allegheny
Counties) would realize only about $5 million in annual savings.

When considering potential savings, it is important to remember that such
savings are not uniform across the state, and the greatest opportunity for savings
on a per parcel basis do not necessarily occur in areas of the state with a large
number of parcels. As noted in Finding B3, for example, typical counties that com-
pensate for county property tax collection based on the percent of revenue collected
have the greatest opportunity to realize savings on a per parcel basis. Relatively
few parcels statewide (1.5 percent), however, are compensated in this way. Many
factors unique to individual taxing districts may also influence the potential to real-
1ze savings.

The opportunity to realize such savings, for example, may be restrained by
the staff, monetary resources, and administrative structures of the taxing district,
and the extent to which it is positioned to make necessary investments to realize
potential savings. A taxing district’s ability to reduce its per parcel collection costs,
for example, may depend on its ability to invest in automated systems, make such
systems available to local tax collectors (or taxing district staff), and the availability
of staff with necessary skills to operate such systems. It may also depend on the
availability of elected and appointed tax collectors who are able to adapt to use of
such new systems. If local tax collectors are unable to adapt to newly introduced
technology and decide not to serve, a taxing district’s ability to realize potential sav-
ings may depend on the extent to which its existing staff can take on responsibility
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for addressing taxpayer questions and concerns and resolving issues related to over-
or under-payment of taxes without need for additional staff.

The ability to realize additional savings, moreover, may be confounded by
other taxing district goals. Counties, for example, typically have lower per parcel
collection costs than other taxing districts. Many school districts, however, collect
their own property taxes, typically at higher per parcel costs than the county. Some
school districts that now collect their own property taxes might be interested in en-
tering into an agreement with the county to collect school district property taxes so
as to lower their per parcel collection costs. Others, however, may prefer more im-
mediate access to their tax revenues and administrative control over the collection
process, even though such important practices may come with added collection
costs.

Similarly, municipalities may have higher per parcel costs, but may also be
concerned about municipal cash flow, how they will provide for collection of other
municipal taxes and service fees, and both the direct and indirect costs associated
with such alternative collection practices.

61



C. Pennsylvania and Other States

1. Local Tax Collection in Pennsylvania

In Pennsylvania, various municipal codes! provide for the election of local tax
collectors and their qualifications. Local tax collectors authorized under the various
municipal codes are responsible for the collection of municipal, school, and county
real estate taxes and personal taxes levied under municipal codes. There are, how-
ever, certain exceptions to the state’s municipal-based consolidated real estate tax
collection structure.

Exceptions to Locally Elected Tax Collectors

The General Assembly has authorized counties to provide for collection of
county taxes in certain instances. Act 1929-136, for example, authorized the county
treasurer in second class counties to collect all county taxes.2 The County Code for
first, third, fourth, fifth, sixth, seventh, and eighth class counties, moreover, per-
mits county commissioners by resolution to provide for the billing and collecting by
the county treasurer of all county taxes levied within:

e third class cities,

e municipalities existing or organized under home rule charters or plan that
have eliminated the elective office of tax collector, and

e municipalities in which a vacancy occurs in the office of elected tax collec-
tor and the municipality appoints a municipal employee to assume the du-
ties of tax collector until a successor tax collector is elected. 3 4

In addition to permitting county treasurers to temporarily assume the duties of
municipal tax collector and collect county property taxes until a successor municipal
tax collector is elected, the General Assembly has also permitted school districts to
temporarily appoint one or more suitable persons to collect school district property
taxes when a vacancy occurs. ?

1 Third Class City Code, Act 1931-317, as amended, at 53 P.S. §37532; Borough Code, Act 1965-518, as
amended, at 53 P.S. §46086; First Class Township Code, Act 1931-331, as amended, at 53 P. S. §565805; and
Second Class Township Code, Act 1933-69, as amended, at 53 P.S. §66001.

272 P.S. §5527.

3 County Code, Act 1955-130, as amended, at 16 P.S. §1701.1

4 When a vacancy occurs in the office of elected tax collector, such county commissioners are also permitted to
reimburse the municipality rather than the municipal employee for cost attributed to the billing and collecting
of county taxes in the municipality, and to enter into an agreement with a tax collector in an adjoining munici-
pality to assume the duties of the tax collector and receive the compensation that otherwise would be attributed
to the billing and collection of county taxes in the municipality with the tax collector vacancy.

5 When there is a vacancy or where any elected tax collector refuses to qualify or furnish a bond, the board of
directors in each school district of the second, third, and fourth class is authorized to annually appoint one or
more “suitable persons as tax collectors” in the school district (Public School Code of 1949, Act 1949-14, as
amended, at §6-683).
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Several counties were also authorized to collect county taxes under special
legislation that predates the 1874 Pennsylvania Constitution prohibiting the Penn-
sylvania General Assembly from passing any “local or special law” “regulating the
affairs of counties, cities, townships, wards, boroughs, or school districts.”® The
Constitution of 1874 itself did not repeal special laws that were in effect when it
was adopted, and as noted in Finding A1, several counties currently collect county
property taxes under special legislation that predates the 1874 Pennsylvania Con-
stitution.”

The General Assembly has also permitted exceptions to elected local tax col-
lectors in home rule counties and municipalities. Counties with home rule charterss
may make their own arrangements for county tax collection under their charters.
Such counties may designate the individual responsible for tax collection and the
manner of compensation for this function. The county may also choose to have dif-
ferent due dates and penalties than are included in the Local Tax Collection Law.
Local elected tax collectors in the municipalities within those counties may or may
not be responsible for the collection of county taxes. As noted in Finding A1, all
home rule counties, with the exception of Erie, have chosen not to use local elected
tax collectors to collect county property taxes.

Home rule municipalities may also designate the office responsible for collec-
tion of taxes for the municipality and provide for the duties, responsibilities, and
compensation of the tax collector in their home rule charter. In some cases, the
municipality may designate a municipal official or employee as tax collector, or the
municipality may contract with a specialized firm to perform the tax collection func-
tion.

Terms of Office

Local tax collectors are elected for four-year terms beginning the first Mon-
day in January following the municipal election.

e In 3vdclass cities and 1st class townships, the treasurer serves as tax col-
lector until a successor 1s elected or appointed and qualifies. If no new
treasurer is elected, an incumbent remains in office until the governing
body appoints an individual to fill the vacancy.

e In boroughs and 24 class townships, the tax collector serves until the first
Monday in January four years after their election. If a successor is not

6 Pa. Const. of 1874, Art. III, §7; Pa. Const. of 1967, Art. III, §32.

7 Such special legislation was enacted for Venango, Lawrence, Crawford, Clarion, Mercer, Beaver, Washington,
Greene, Jefferson, Forest, Bedford, Fulton, and Chester Counties, and was later repealed for Venango, Craw-
ford, Clarion, Mercer, Jefferson, Forest, Bedford, and Fulton Counties.

8 Allegheny, Delaware, Erie, Lackawanna, Lehigh, and Northampton are home rule counties, according to De-
partment of Community and Economic Development published data.
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elected or fails to qualify, the position remains vacant until the governing
body appoints an individual to fill the vacancy.

In general, candidates for local tax collector must meet minimal qualifica-
tions under Pennsylvania law:

e In 3rdclass cities, the candidate for treasurer must be a competent accoun-
tant, 21 years of age or older, and a resident of the city for one year prior
to the election. Once elected, moreover, the treasurer cannot serve as an
election officer.

e In 1st class townships, the candidate must be a registered voter of the mu-
nicipality and cannot hold another township office.

e In boroughs and 2»d class townships, the tax collector must have resided
in the municipality for one year before the election and continue residency
during the term of office. The tax collector may not hold another elected
office, but in 2nd class townships, the tax collector may also hold an ap-
pointed office. In boroughs with population over 3,000, the tax collector
cannot also be a borough employee.?

When a vacancy occurs in the office of tax collector, whether by resignation of
an elected tax collector, the lack of a qualified candidate for the position, or failure
of the elected tax collector to qualify for a surety bond, that vacancy is to be filled by
the municipal governing body. If the governing body fails to fill a vacancy, the court
can be petitioned to fill the vacancy.

In boroughs and townships, the governing body must officially accept the res-
ignation and fill the vacancy by appointment within 30 days. A tax collector ap-
pointed to a vacancy holds office until the first Monday in January after the first
municipal election occurring more than 60 days after the vacancy occurred. When a
vacancy occurs in cities, the city council appoints a person to fill the vacancy until a
successor 1s elected at the next municipal election.

When a vacancy exists in the office of tax collector, the governing body of a
taxing district may, by ordinance or resolution, enter into an agreement with an ad-
joining or conveniently located taxing district for the joint collection of taxes. Two
or more taxing districts may enter into such an agreement.

In 1995, the Supreme Court of Pennsylvania ruled that the only constitution-
al method for removal of an elected official, including tax collectors, is contained in

9 All tax collectors are prohibited from holding the offices of district attorney and school director while serving
as tax collector.
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Article VI, Section 7 of the Pennsylvania Constitution. Tax collectors can only be
removed from office in Pennsylvania:10

e Dby impeachment in the General Assembly;

e Dby the Governor for reasonable cause after due notice and full hearing on
the address of two-thirds of the Senate; or

e by the courts after conviction of misbehavior in office or of any infamous
crime.11

The Local Tax Collection Law

The Local Tax Collection Law (Act 1945-394, as amended)!2 does not provide
for local tax collectors or their qualifications. It does, however, set forth the powers,
duties, and responsibilities of certain local tax collectors. Act 394 specifically de-
fines “tax collector” to include:

Every person duly elected or appointed to collect all taxes, levied by
any political subdivision included in the provisions of this act, includ-
ing the treasurers of cities of the third class and of townships of the
first class in their capacity as treasurers, and county collectors of taxes
in counties of the third, fourth, fifth, sixth, seventh and eighth class
who have been designated to collect county and institution district tax-
es in cities of the third class and county treasurers in counties of the
fourth, fifth, sixth, seventh and eighth class who have been designated
to collect county taxes in municipalities existing or organized under
the...Home Rule Charter and Optional Plans Law that have eliminat-
ed the elective office of tax collector. The term also includes a person
authorized to collect taxes...[through a Joint Tax Collection District!3
provided for by this act].14

Act 394, however, does not apply to the collection of real estate taxes in cer-
tain counties and municipalities. Specifically, it excludes, for the most part, first
and second class counties, cities, and schools?® (i.e., Philadelphia taxing districts
and Allegheny County and Pittsburgh taxing districts), and home rule municipali-
ties and counties that elect to eliminate the elective office of tax collector. The Act
further specifies that it is not to be construed to repeal any “local or special act”16
that authorized certain counties to collect county taxes outside of the provisions in
the relevant municipal codes.

10 Tn re Petition to Recall Reese, 665 A.2d 1162, 542 Pa. 114, Sup. 1995.
11 Pa. Const. of 1967, Art. VI, §6, §7.

1272 P.S. §5511.1 et seq.

1372 P.S. §5511.4b.

1472 P.S. §5511.2

1572 P.S. §5511.3(a), (c)(1).

1672 P.S. §5511.3(d).
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Surety Bond Requirement: Act 394, as amended, requires that all tax col-
lectors before taking office enter into a surety bond that must be presented to the
court to secure the taxing district against any losses of tax funds.!” Such bond costs
are the responsibility of the taxing districts and not the tax collector. Failure to ob-
tain a bond disqualifies a person from serving as tax collector.

e In 3rd class cities, the bond must cover all duties of the treasurer including
tax collection.

e In 1st class townships, the bond amount is set by ordinance or resolution.
The bond must cover the treasurer as township treasurer as well as collec-
tor of local taxes.

e In boroughs and 2rd class townships, the bond covers the collection of all
municipal, school district, and county taxes. The premium is paid by the
taxing districts. Failure to obtain a bond creates a vacancy in the tax col-
lector position.

Compensation: Compensation for the local tax collector is set and paid by
the local taxing district.!® Any changes to the compensation of the tax collector
must be adopted prior to the fifteenth day of February of the year of the election
where the office is filled. This is to prevent a change in the compensation arrange-
ment during the term of office.

e In 3rdclass cities, the treasurer receives a salary and cannot be paid on a
commission basis. The salary is set by joint action of the city council,
school board, and county commissioners. The three taxing districts (city,
county, and school district) often have an agreement on how the costs of
tax collection will be shared with each entity paying one third of the cost
including the tax collector’s salary, printing, postage, and office adminis-
tration.

e In 1st class townships, compensation for the treasurer is set by an ordin-
ance. If a rate is not established by ordinance, the treasurer receives the
statutory rate of 5 percent of collection and 1 percent of other township
funds received, subject to a $10,000 maximum. When the treasurer col-
lects school and county taxes, the compensation is set by the school board
and county commissioners and is not to exceed 5 percent of the taxes col-
lected.

1772 P.S. §5511.4.
18 All compensation for tax collectors is subject to Social Security and Medicare withholding and the taxing dis-
trict is responsible for the employer’s share of these taxes.
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e In boroughs and 2nd class townships, the compensation is set by each tax-
ing district independently. The compensation may be on a salary, a com-
mission, or a mixed basis. The total compensation is not to exceed 5 per-
cent of the taxes collected for each taxing unit.1®

The tax collector may not deduct their compensation from the taxes collected.
All funds collected and any interest accrued must be transferred to the taxing dis-
trict. Compensation is paid directly by the taxing district to the tax collector.
Commissions are usually paid when the tax collector’s periodic reports of collections
are received by the taxing district. Salaries can be paid evenly throughout the year.
Taxing districts must withhold federal, state, and local income taxes from compen-
sation payments.

In addition to responsibility for the cost of the bond, Act 394, as amended, re-
quired taxing districts to pay for the postage and printing of tax notices.20 These
expenses are not part of the tax collector’s compensation.

Although there is no statutory requirement for the taxing district to cover
other office expenses or training, some taxing districts provide additional payments
to tax collectors to cover expenses such as office supplies, computer hardware and
software, and training, while others do not. Tax collectors may not deduct the costs
of their expenses from the tax money collected for the taxing districts.

Office Administration: State law provides limited guidance regarding tax
collector offices. Administrative practices for these offices tend to follow local cus-
toms and expectations.

e In 3rdclass cities, the treasurer’s office is provided by the city and taxes
are usually collected from this office.

e In 1stclass townships, the treasurer often has offices in the municipal
building.

e In larger boroughs and 2nd class townships, the tax collector may have an
office in the municipal building. In smaller municipalities, tax collectors
often work out of their home. Expenses for maintaining an office on pri-
vate property are paid out of the tax collector’s compensation.

Office Hours: Act 394, as amended, requires the tax collector or other autho-
rized person be available for receiving and receipting taxes on at least 3 days of
each of the last 2 weeks of the discount period. The place and time of receipt of tax

19 Tn 2nd class townships with populations less than 3,000, total compensation may not exceed 10 percent of tax-
es collected.
20 72 P.S. §5511.9.
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payments must be identified in the tax notice.2! Most tax collectors have office
hours in excess of the minimum requirements.

Deputy Tax Collectors: Act 394, as amended, permits the tax collector to ap-
point one or more deputy tax collectors with the approval of the taxing district and
the bond issuer. Deputy collectors are authorized in writing to receive and collect
taxes with the same authority as the tax collector. When such deputies are ap-
pointed, the act notes that the tax collector must be responsible and account to the
taxing district for any funds received or collected by the appointed deputy.22 In
some taxing districts, the elected tax collector performs none of the tax collection
activities but instead has appointed an accounting firm or school district as the
deputy tax collector. The tax collector remains responsible for all collections by an
appointed deputy.

Tax Receipts: Act 394, as amended, requires tax collectors to furnish each
person upon payment of taxes a numbered receipt. The receipt must include the
date of the payment, name of the taxpayer, the taxing district, separately stated the
amount of the specific taxes paid, and parcel identification for property taxes.

When such payments are received by mail, a receipt is only required to be provided
if the taxpayer encloses with the payment a self-addressed and stamped envelope
for the return receipt.23

Account Depository: Act 394 itself is silent on account depository require-
ments for tax payments. Certain municipal codes, however, have specific account
depository requirements. In 3rd class cities, all taxes collected on behalf of the city
are deposited in the official depository designated by city council. In 1st class town-
ships, the treasurer is required to keep all township funds, including taxes collected,
in the official depository designated by the board of commissioners. In boroughs
and 2nd class townships, however, there are no specific depository provisions, and
the tax collector is responsible for all taxes collected until they are transferred to
the taxing district.

The Department of Community and Economic Development recommends that
tax collectors not deposit tax funds into a personal account but instead establish an
account using their name and the EIN identification number for the taxing dis-
trict(s). In some areas, however, taxing districts require tax collectors to deposit
collections directly into the accounts of the taxing district.

While Act 394, as amended, does not specifically include account depository
requirements, it does explicitly prohibit tax collectors from retaining any interest or
Iinvestment income associated with tax revenues collected. Specifically, it states:

2172 P.S. §5511.13.
2272 P.S. §5511.22.
2372 P.S. §5511.14.
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If any person charged with the collection, safekeeping or transfer of
any taxes under this act, shall convert or appropriate the money so col-
lected, or any part thereof, to his own use, in any way whatever, or
shall use by the way of investment, in any kind of property or mer-
chandise, any portion of the money so collected by him, and shall prove
a defaulter or fail to pay over the same, or any part thereof, at the time
and place required by this act to the person legally authorized to de-
mand and receive the same, shall be guilty of embezzlement, and every
such tax collector and every other person adding or abetting or being in
any way accessory to such act, and being thereof convicted, shall be
sentenced to undergo imprisonment....24

Transfer of Taxes: Act 394, as amended, requires the tax collector to pay
over to the taxing district all tax money collected in the previous month by the tenth
day of the subsequent month. Act 394 also requires transfers to be made more fre-
quently if required by resolution of the taxing district.25

Records and Reports: Act 394, as amended, requires the tax collector to
keep a correct account of all funds collected as taxes.26 The collector must record
each tax payment, including the amount and date of the payment, on the tax dupli-
cate.?’” Amendments to the Local Tax Collection Law in 1998 provided local taxing
districts with tools to improve accountability in the tax collection process. Taxing
districts can impose additional timeliness and reporting requirements and impose
potential penalties for failure to meet those requirements through an ordinance or
resolution.

At a minimum, the tax collector is required to provide monthly reports to the
taxing district. This report must include the names of taxpayers and the amount
collected from each, including discounts and penalties. The report must also include
a reconciled tax collector’s report showing the amount of each type of tax collected
for each taxing district reconciled from the tax duplicates to show the remaining
taxes due. The taxing district may impose penalty fees if the reports are late and
may require supplemental information and a more frequent reporting schedule by
passing a resolution or ordinance with such requirements.

Tax records must be retained according to the Municipal Records Manual.
These records are public documents and are the property of the municipal taxing
district and should be maintained and stored by that district.

It is the duty of the tax collector to notify the sheriff of any unpaid taxes out-
standing against any property advertised for sale by the sheriff.28

2472 P.S. §5511.39.

2572 P.S. §5511.25.

26 72 P.S. §§5511.14, 5511.25, 5511.26.

27 The duplicates of the tax collector may be inspected by any taxing district at any time.
28 The sheriff pays the taxes out of the sale proceeds after payment of the costs of the sale.
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Although there is no legal requirement that tax collectors must provide a cer-
tification of taxes paid on real estate being sold, the municipal governing body may
enact an ordinance establishing a fee for this service to be collected by the tax col-
lector. A municipal ordinance may establish other fees for services provided by the
tax collector such as providing duplicate bills or copies of other information.

Closing Out the Tax Year: The tax collector must make a final settlement of
the taxes on the duplicates by January 15 for the prior calendar year.29 The tax col-
lector presents the accounts to the taxing district so the district can examine the ac-
counts and determine if the tax collector has discharged all responsibilities. As part
of the final settlement, tax collectors must sign an oath swearing they have made a
true and just return of all taxes collected by them. The tax collector’s responsibility
for collection of the real estate tax ends after they are returned to the tax claim bu-
reau. The tax collector does not receive commission for taxes collected by the tax
claim bureau.

The tax collector must also discharge the bond liability. A tax collector is dis-
charged from liability:

e In 3rdclass cities when all duplicates are either: (1) collected and paid
over, (2) returned to the tax claim bureau, or (3) a record of those remain-
ing uncollected is filed with the taxing authority.

e In 1st class townships when all duplicates are either: (1) collected and
paid over, (2) returned to the tax claim bureau, (3) set forth in a schedule
certified to the taxing district, or (4) a record of those remaining uncol-
lected is filed with the taxing authority.30

e In boroughs and 2rd class townships when all duplicates are either: (1)
collected and paid over to the taxing district, (2) returned to the county
tax claim bureau, (3) returned to the county commissioners for sale of the
real estate by the county treasurer, or (4) accounted for by exoneration.

The tax collector’s accounts are audited by the duly authorized auditors of the
taxing district, the elected auditor, controller, or an independently appointed audi-
tor. The taxing districts may agree to conduct one audit for all taxing districts. The
audit includes the tax collector’s final accounts and records, monthly or other peri-
odic returns, payments, and duplicates.

If the taxing district or its auditors find any unpaid taxes due, the tax collec-
tor is liable for those taxes. The taxing district can file a certificate of liability in

29 Settlement for the current year must be complete before the tax collector can receive the duplicates for the
next year.
30 53 P.S. §55801.
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the office of the prothonotary stating the amount due by the tax collector. If the
Liability of the tax collector is upheld, judgment can be enforced against the tax col-
lector or the bond issuer.

Training: Act 394, as amended, encourages, but does not require, local tax
collectors in Pennsylvania to attend training and complete testing to obtain a quali-
fied tax collector designation. The Department of Community and Economic Devel-
opment administers the program and maintains a listing of qualified tax collectors
who have completed the required course work and passed the exam.3! The act does
not address reimbursement for such training. Tax collectors, therefore, are respon-
sible for training and related travel costs, unless their taxing districts agree to cover
such costs.

A tax collector who has passed the exam and earned the designation of quali-
fied tax collector must complete six hours of continuing education each year to
maintain that status. Tax collectors who have served eight or more terms are ex-
empted from this program.

This training and testing program is a voluntary training program designed
to increase the knowledge and professionalism of local tax collectors. DCED cur-
rently offers the course Best Practices in Tax Collection3? to help both new and ex-
perienced tax collectors become more comfortable with their duties. This course is
offered in limited locations across the state. DCED also offers a training CD, Basic
Training for Municipal Tax Collector Qualification, that can be used by tax collec-
tors to prepare for the qualifying exam. DCED also offers this course as an optional
one-day review in conjunction with the qualification exam.

Additional Tax Collector Responsibilities

Act 394, as amended, does not provide an all-inclusive list of duties and re-
sponsibilities of local tax collectors. For example, the local tax collector is responsi-
ble for issuing mobile home removal permits and assuring that all property taxes on
such homes have been paid prior to issuing such a permit.33 Many of the tax collec-
tors responding to our survey reported performing duties previously assigned to
municipal assessors prior to the elimination of such offices.3¢ Frequently mentioned
by local tax collectors responding to our survey is responsibility for maintaining

3172 P.S. §5511.4a.

32 Best Practices in Tax Collection includes a review of the local tax collection act and manual, common pitfalls
for the tax collector, process improvement, computer and data security and data management, and computeriza-
tion of the tax collection office.

33 72 P.S. §5020-407(e).

34 Act 2006-166 and Act 2006-167 abolished the office of elected assessor in all second class townships in the
Commonwealth, and Act 2010-93 abolished locally elected assessors in boroughs, towns, and townships of the
first class in 4th-8th class counties.
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local per capita35 and occupational tax rolls and identifying new mobile homes si-
tuated in their municipalities.

Other responsibilities that are performed by local tax collectors that are not
specified in statute were identified in survey responses in their comments on the
advantages and disadvantages of Pennsylvania’s system for property tax collection.

Advantages and Disadvantages of Pennsylvania’'s
Local Tax Collection System

In our surveys of local elected and appointed tax collectors, counties, and
school districts (see Appendices B, C, D, and E), LB&FC staff asked about the ad-
vantages and disadvantages of Pennsylvania’s system for property tax collection.

Local Elected and Appointed Collector’'s Comments

Most local tax collectors strongly endorsed the current system. Several en-
closed signed petitions with local taxpayer signatures in support of the current sys-
tem. Some also included letters with endorsements from municipal officials and let-
ters forwarded to state legislators in support of the present system. Several local
tax collectors noted that a locally-based system of collections keeps money in their
community in local banks and provides local employment often in areas where rela-
tively few jobs are available.

Exhibit 2 highlights several of the key advantages and disadvantages noted
by the local elected and appointed tax collectors. Such advantages include their role
as a liaison between their community, the taxpayer, and local government; the cus-
tomer services they provide that are necessary but not mandated by statute; their
relatively low costs; and other benefits such as opportunity for improved cash flow
and other services provided to their taxing districts.

The key disadvantages noted by the local tax collectors are the absence of un-
iformity across taxing districts (i.e., specific dates for distribution of tax bills and
discount and penalty periods and mandatory fee schedules); their low pay and ab-
sence of benefits; the absence of requirements for the position; the absence of state
imposed uniform accounting and internal control guidelines; and need for increased
reliance on automated rather than manual accounting and reporting tax collection
systems.

35 Municipalities and school districts also have the option of levying the per capita tax under Act 1965-511 ra-
ther than the municipal code. Municipal tax collectors are not required to collect per capita taxes levied under
Act 511.
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Exhibit 2

Local Tax Collector Reported Advantages and Disadvantages

Advantages
Liaison

* Tax collectors are the “liaison” between the residents and the government.
* Knowing the taxpayer, being a buffer between taxing body and payer.

* We give a ‘face’ to government. The tax collector is one of the few government officials people can
and do talk with.

* Local Tax Collector knows the community they serve and deals with more residents on a daily basis
than any other elected official serving in any capacity.

* Alocal collector is aware of the following: district property sales, construction without permits, unfit
dwellings, areas that are not taxed.

* ...Gets the correct addresses for the County and pass on this information.

* We ...keep track...of the new people in the area, those who have moved out of the township, passed
away, married, moved to a nursing home, bought or sold homes, etc....We know the area, and a lot
of the people, and can inform the County of changes occurring in the township.

* Maintain per capita listing and keep it updated. Update addresses on both the real estate taxes and
the per capita taxes.

* Because tax collectors are local and “know” their area, they're in a position to monitor the movement
of mobile homes.

* ...Notifies the Assessment Office of homes/buildings which may have been razed by fire or some
other means in order for the property to be “tagged” and checked by the County Tax Assessor for ad-
justments to real estate taxes. Any construction or additions to properties are also brought to the at-
tention of the County Tax Assessor and checked against the building permits submitted from the mu-
nicipality.

Customer Service

* We are the protective layer between the Assessment Office and the Tax Claim. We catch mistakes,
and obtain corrections before the homeowner even knows.... We strive to get bills delivered when
residents have moved, in the Nursing Home, off on winter vacations, or have sold the property. We
frequently know whose house was sold because the Realtor/Settlement Agency/Attorney has called
for taxes at least once, and generally 3 times before closing.

* The County produces interim bills....I review each homeowner’s bill(s) and have caught errors at the
county level almost every mailing. Sometimes it is the number of months being taxed for each muni-
cipality or school, sometimes it is a date or other printed line, sometimes it is just an incorrect amount.

* Many...problems and situations occur with mortgage companies, paying the wrong amount, paying
on the wrong parcel, paying on only one parcel when someone owns two, etc. Any problem you can
imagine has occurred...| am able to call, explain the problem, and frequently get it resolved in 24
hours. The homeowner usually is not even aware of the problem with THEIR taxes. Non-Personal
Services would have rejected the check, and all the properties would have been in jeopardy.

* Personal service....My office is located in my home and | am available most anytime | am there....I

am very near to where most of the people who own the real estate live, which makes me easily ac-
cessible.
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Exhibit 2 (Continued)

Advantages (Continued)

Customer Service (Continued)

* ...Issues duplicate bill when a taxpayer loses the original....

* If I receive a check that is incorrect, | call the property owner and tell them what the problem is. If
necessary | even take the incorrect check back to them and pick up a corrected check.

* | make personal contacts regarding payments due on the payment plans for the school district if not
received by the day prior to the due date as a reminder. | will also contact residents that always pay
at discount or face if | see they have not paid in their usual manner, in case the bill was lost or forgot-
ten.

* ...we handle the escrow accounts for our taxpayers. We send the tax statements directly to the tax-
payers escrow account and track what has been paid and what has not been paid. If an escrow ac-
count did not pay a taxpayer’s statement, we inform the taxpayer so they are aware of the situation.

* | will personally contact mortgage companies in an effort to help taxpayers resolve problems.
* Follow up phone calls are made to accounts not usually on the delinquent list.

* On the very last day of October, one of my taxpayers had a mix up with his bank account. Through
no fault of his own, his check to me bounced. | worked with him and his bank until the check was
made good. | saved the gentleman over $500.00. If | had not gone the extra mile for this man, his
real estate tax bill would have gone into the penalty period, and it would have cost him a lot more
than the $5.00 resubmission fee the bank charged. His advantage was having someone at the other
end of the phone that could help him....

* Income tax preparers call me frequently, for amounts paid or copies to be faxed to them so that they
can complete someone’s taxes.

* We are not hired or appointed. This encourages us to provide the best possible service to those who
vote and pay taxes in our districts, since our performance can have a direct affect on whether we get
re-elected.

* My office is in an area with three telephone areas and my number is available for free to all of the
taxpayers living in this area....The bank where my deposits are made is a local bank and this is help-
ful to the economy in my district.

Low Cost

* This is a relatively inexpensive method of collection, while keeping the funds paid for in the communi-
ty. Per PA law, the office, office expenses, insurance and retirement are NOT paid for by the taxing
districts. The tax is already basically collected by an independent contractor. 1, in turn, pay taxes
back to my community, the largest being wage tax. | also spend in my community to help the local
economy.

* For the municipality, county and school district: no expense of a building, utilities, insurance; no ben-
efits paid; personal service to taxpayers; can put 2,000 bills in 700 envelopes to save postage; very
low wages...; can provide immediate tax amounts to mortgage companies, banks and lawyers for real
estate closings, no staff needed.

* For the real estate tax collections..., the cost to the taxing bodies is 0.18 % of the funds collected.
This is an excellent return for the money that has been unparalleled in any other collection system.

* To increase our efficiency and accuracy most of us have purchased, at our own expense, software
designed for tax collection.

* Local costs per dollar collected due to the fact the Elected Tax Collector is NOT an employee of the
taxing district.
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Exhibit 2 (Continued)

Advantages (Continued)

Low Cost (Continued)

The cost to the municipality, county and school has to be minimal...compared to each having their
own collection system (person and equipment) in place.

Local tax collectors actually run a small business. They rent office space, own their own equipment,
and must be fully insured; therefore they are aware of their expenses. All costs come out of the tax
collectors pocket not a big muddles fund where no one cares how much is spent....

Other

All my deposits are made to the local banks and my collectors are turned over to the taxing district the
same day. It is important to the school district that their money is received ASAP.

Maximize cash flow to taxing districts due to proximity of local office.

Daily disbursement of tax funds to the local government to insure a more viable cash flow and interest
collection for the local municipalities. Without the daily disbursement of tax funds our municipality
would now have to take out a tax anticipation loan causing further expense to the taxpayer.

My borough, county and school district know if they need money weekly during the discount period
when money is coming in fast all they have to do is ask and | do a report and get them the funds with-
in a day.

Our close working relationship with the township has enabled us to find and correct discrepancies in
township records that have yielded improved billing in areas like solid waste collections, and in-
creased revenue by $50,000.

We have created synergies by doing additional work for the township. In addition to collection of
school taxes and township/county taxes we bill for and collect sanitary sewer rents and solid waste
fees for the township. Maintaining the billing and collections in a single office results in savings to the
township. We also handle all banking deposits for the township.

Separation of duties in accounting is a standard practice. The elected tax collector allows for the tax
to be issued by one entity and collected by another. This creates an important check and balance for
the system.

Disadvantages

Non-Uniformity

Overall lack of uniformity in tax collection process.

...Not all school districts or counties within the state have the same day to mail out the taxes or the
same discount, face and penalty periods. | feel that if this were uniform it would be much easier for
the taxpayers, attorneys, closing companies etc. If PA could adopt one day that all the county real
estate taxes have to be mailed out and a day that all School Real Estate taxes have to be mailed out
then everyone would be on the same page.....

Disparity in salaries throughout the state.

Disparity in fees charged by tax collectors to perform: tax certifications, issuance of mobile home
permits, duplicate bill.

...Some collectors are charging too much for tax certifications and duplicate bills. The PA State Tax
Collectors Association has urged members to charge no more than $10.00 per year for a certification
and no more than $5.00 for a duplicate bill.
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Exhibit 2 (Continued)

Disadvantages (Continued)

Qualifications

Background checks are not mandatory.
There are no minimum qualifications for tax collectors.

...A Tax Collector who would not take the time to return the call, leave the dinner table for a taxpayer,
or remit the money and reports timely to the taxing bodies....there is most likely one [like this] out
there somewhere.

Accounting and Internal Controls

Lack of security for cash being handled by tax collectors.

Minimal internal controls: there is no segregation of duties. Typically one person collects the money,
balances the daily transactions, deposits the funds and reconciles the bank statement.

Manual systems are being used too much by tax collectors.

Limited Reimbursement and Absence of Benefits

Tax Collector pays for office space, office supplies, utilities, staff and computer hardware and soft-
ware while local taxing districts set compensation rate.

...We only get paid on only the bills collected. The bills that have to be returned to the county as de-
linquent had to be sent out, tracked, reminders of non-payment sent and monthly and annual reports
done, but we get no reimbursement for any tax bill that is not collected.

It would be nice considering we are elected officials, to have some benefits to go along with the job
title. Even to be able to ‘buy’ into the county or school district healthcare program would be a plus for
those of us who don’'t have good healthcare coverage.

Other

Tax Collector currently must purchase and maintain tax collection database therefore the Tax Collec-
tor owns the data.

The Local Tax Collection Law has not been obeyed by some taxing bodies within the state. Due to
the misuse of the law, tax collection practices within the state are becoming fragmented, making the
tax collection system less efficient.

[The Local Tax Collection Law’s]...restrictions on partial payments and the rigid 2% discount and 10%
penalty are anachronisms from the days before computers and the ability to readily recomputed inter-
est payments. A more flexible sliding interest rate computed based on receipt of payment would im-
prove relations between tax collectors and taxpayers.

Source: Developed by LB&FC staff from survey responses.
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The local tax collectors also note the services they provide to elderly tax pay-
ers and their families. The tax collectors view such services as an important advan-
tage of the current system, when they are provided by local collectors. Exhibit 3
provides a list of some of the more frequently noted services provided on behalf of
elderly taxpayers.

Exhibit 3

Types of Assistance Provided to Elderly Taxpayers
* Breaking down the tax bills so they understand them.
* Meeting them at their home because they cannot get around.
* Providing service to the home or curbside when needed.

* Going to assisted living and nursing homes to hand-deliver tax bills, help write the check, and hand
receipt the tax bill.

* [Providing the Area Agency on Aging] information for [senior citizens] when they are filling out the
Pennsylvania Property Tax forms.

*  Providing receipts and filling out application for Clean & Green, Homesteads, Senior Citizens rebates,
etc.

* Providing information to family members with a mother with Alzheimer’s about tax payments.
* Notifying family more than once about an elderly relative that needed assistance with their daily life.

* [Forwarding tax bills on requests to children when their parents’] health is failing, and [they] write the
checks.

* Providing copies of their tax bills for the Property Tax Rebate...at no cost to them....

Source: Developed by LB&FC staff from survey responses.

School District Tax Collector Comments

School districts responding to our survey offered comments about the advan-
tages and disadvantages of Pennsylvania’s system of local elected and appointed tax
collectors and comments about the advantages and disadvantages of Pennsylvania’s
system when school districts collect their own property taxes. Exhibit 4 provides
school district collectors’ perspective on Pennsylvania’s system for local elected and
appointed tax collectors.

As shown in Exhibit 4, such collectors agree with the local collectors as to the
importance of local community knowledge and the personal service local collectors
provide. They also agree that disadvantages arise when the elected collector 1s not
competent and note that the current system does not always make the most effec-
tive use of existing technologies.
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Exhibit 4

School District Tax Collector Reported Advantages and Disadvantages of
Pennsylvania’s Property Tax Collection System

Advantages

* People collecting taxes are intimately connected to their community.

* [Our school district] does not have any elected tax collectors, which allows the district to maintain
100% control of collections.

* Personal contact with taxpayers and tax collector.

Disadvantages

* If atax collector is elected who is not competent there is no oversight.
* Ignores current technologies that can make the process more cost-effective for the taxpayer.

* Dictated by State Government which has shown more of an interest in appeasing the lobbyist instead
of allowing local governments to provide up-to-date services that benefit their communities and tax-
payers.

* Antiguated system, discourages efficiency, exposure to fraud and loss is greater.

* At any given election someone could run and be elected to a tax collector position and jeopardize the
current system.

*  Current law allows elected collectors to collect under very unsecure ways.
* School district does not have control in selecting a qualified collector. Current system of elected tax
collector is outdated.

Source: Developed by LB&FC staff from survey responses.

As shown in Exhibit 5, school district collectors consistently point to the cash
flow advantage and administrative control school districts have when they collect
their own property taxes. Some school collectors, however, are aware of the in-
creased costs and staff requirements associated with such collection despite its vari-
ous administrative and technological advantages.
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Exhibit 5

School District Collector Reported Advantages and Disadvantages of
School District Collection of School Property Taxes

Advantages

The school district collecting means there is no middleman taking a cut as well as the money is avail-
able to use immediately.

Increased cash flow, decreased expense, less chance of fraud/embezzlement.
The district serves their taxpayers on a one-to-one basis in the office.

Funds immediately available to the LEA [local education agency], accounting for funds done at the
local level.

Local control, better able to answer questions.

Collecting our own taxes is a huge advantage; we know our taxpayers, district boundaries, and we
have immediate cash flow.

Cash flow.

Provides the ability to take advantage of highly accurate and productive technology, including soft-
ware upgrades required for any new legislative fiat or mandate; duplicates are updated electronically
daily from bank posting of receipts, and the funds are secure in the bank and available to the district;
records are housed and maintained with dual image and dual location backups accessible via com-
puter to address questions and respond to taxpayer need; the single entity (i.e., district) control and
uniform administration of the process is provided at minimal cost to the taxpayers; the complexities of
Homestead/Farmstead exclusions, bill printing, MICR encoding, legal requirements, installment
process, cash reconciliations, audit needs, and internal controls are all coordinated and housed with
professional oversight; the process allows for significant elimination of cash handling as well as daily
deposits of funds in the bank provides improved financial controls. Additionally, any and all checks
(i.e., not just taxes received) received by the district are scanned electronically (at the district) and
cleared via the bank’s electronic deposit system (i.e., we do not take them to the bank). Bonding is
incorporated into other major district insurance coverage for economies of scale.

Disadvantages

The additional workload placed on school district staff.

Adds extra non-educational cost/duty to the school districts.
Labor involved, banking fees.

Duplicity of positions with school districts, townships, counties.

Very time consuming and inefficient; would be better done on a broader scale—such as the county or
state level.

Dealing with the mortgage companies.

Source: Developed by LB&FC staff from survey responses.
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Counties Serving As Appointed Municipal Collectors

LB&FC staff also asked counties that are currently serving as appointed mu-
nicipal (and, in some instances, school district) property tax collectors about the ad-
vantages and disadvantages of Pennsylvania’s current system of local elected and
appointed tax collectors. As shown in Exhibit 6, their responses are fairly consis-
tent with those of both local elected and appointed collectors and school district col-
lectors.

Exhibit 6

County Appointed Municipal Collectors’ Comments
Advantages
* Direct payments made to county, expanded hours, better technology [when the county collects on
behalf of a municipality].
* Tax collector is not paid a lot [by the taxing districts].
*  Opportunity to hold elective office and serve the public.

* Maintain local contact in municipality.
Disadvantages

* High volume of walk-in and telephone traffic [for county staff collecting property taxes].
* Lack of security, theft, incorrect reports [associated with some local tax collectors].

* Currently, with no criterion required as a tax collector, results in the election of an individual needing
proper knowledge and experience in handling millions of dollars of tax revenue....

* There is lack of consistency regarding office hours when tax information is available, i.e., when tax
collectors are out-of-town the week between Christmas and New Year’s, and citizens want to pay
their taxes before the December 31% deadline. People who have questions or need tax certifications,
etc., end up calling the county for answers.

* Local tax collectors’ pay rates (compensation) all over the board...

* Many hours are wasted by the county staff when incompetent tax collectors come to settle their dupli-
cate and are not in balance....

* When the sole person responsible for collection of taxes becomes seriously ill or dies, the outcome is
lack of continuity accompanied by various issues to resolve.

* Even when a tax collection program is available to the tax collector enabling them to process collec-
tions more efficiently, the need for computer compatibility is necessary. Too many issues with out-
dated computers and programs require a uniform method of accountability.

* The risk of computer crash or failure on personal computers owned by tax collectors has resulted in
data loss and inability to retrieve the information.

* Tax collectors may find it costly to upgrade computers and software to perform their job more effec-
tively, thus causing an issue with inputting data electronically.

* Computer illiterate tax collectors cause a burden to an updated computerized system for Tax Claims
creating a need to enter delinquent taxes manually.

Source: Developed by LB&FC staff from survey responses.
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Several of the survey respondents offer suggestions for improving the current
system. Local tax collectors often recommended that the program for training col-
lectors be mandatory and that web-based training programs be provided by the De-
partment of Community and Economic Development (DCED) due to the high cost of
travel and other costs that local collectors have when participating in such training.
DCED officials advised LB&FC staff that their training budget has budgetary con-
straints. Others have noted, moreover, that broadband access 1s not universal in
Pennsylvania. Currently, Senate Bill 837 would require that school district em-
ployees performing the functions of an elected tax collector be required to maintain
the same basic training, examination, and continuing education requirements as
the elected tax collectors. The bill, however, does not mandate such training for lo-
cal elected tax collectors or school district collectors, and, as noted in Finding A5,
relatively few of the local elected or school district collectors have completed quali-
fied collector certification.

Some collectors recommend that smaller municipalities be required to conso-
lidate for purposes of tax collection. One noted that it is not financially feasible for
a collector in an adjoining municipality to collect for a small municipality that is
without a tax collector, as is currently permitted.

Some school districts that currently collect their own property taxes recom-
mended collection at the county level by the county assessment office or a county-
wide or statewide software or collection system as a way to modernize the current
system. While few counties provided recommendations for changes to the current
system, one recommended a centralized tax collection location with qualified, su-
pervised personnel and a uniform computerized system for processing tax collection,
current and delinquent.

As noted in Finding A3, some counties currently serve as municipal collectors
and collect municipal (and in some cases school district) property taxes. House Bill
715 would permit county treasurers in 34 through 8th class counties to serve as the
municipal tax collector based on an agreement with the governing body of the muni-
cipality and the county commissioners during the term of an elected tax collector
when a vacancy occurs. Such an agreement would expire when a successor tax col-
lector is elected and would not require court approval for its execution. According to
county treasurers with whom we spoke, House Bill 715 is intended to facilitate im-
plementation of practices currently in effect to assure timely collection of taxes, but
not mandate county treasurer collection.

During the course of our review, moreover, LB&FC staff became aware that
some counties have implemented countywide software collection systems. In at
least one county in northeastern Pennsylvania, almost all local tax collectors and
taxing districts utilize the system, which was developed by the county and financed
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jointly by the county and the other taxing districts without cost to the local collec-
tors. In other counties with such systems, tax collectors reported they may use the
county system for county collection purposes but are required to compensate the
county when they use the county system on behalf of other taxing districts.

Some school districts recommend that the office of local tax collector be elimi-
nated. They also recommend that school districts be allowed, at their discretion, to
collect property taxes or select contractors to collect such taxes on their behalf. One
district, however, noted that no changes should take place at this time, adding “let’s
work through the EIT [earned income tax] collection changes first before proposing
changes to other taxes.”
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2. Four of Pennsylvania’s Six Surrounding States Have Municipal
Property Tax Collectors, Though All Do Not Have Consolidated
Collection Across All Taxing Districts

LB&FC staff reviewed the approaches to current property tax collection in
place in surrounding states. We also reviewed the approach used in Illinois, which
ranks first among the states in the number of local governments, according to U.S.
Census data.

Six of the eight states we reviewed have local elected or appointed municipal
collectors collecting municipal property taxes. Such collection is typically consoli-
dated across all taxing districts in three of the six states with municipal-based col-
lectors.

Local Government Units in Selected States

Pennsylvania’s local government unit structure was established by William
Penn when he owned all land in the state. Penn’s Charter from the King of Eng-
land permitted him to divide his land into counties, townships, cities, and bo-
roughs—units of government that existed in England. Townships—the earliest
form of organized government in the United States—were first established by Penn
in 1683.

As the proprietor of the Commonwealth, Penn nominated county justices to
levy taxes and provide for local tax collectors. Such collectors or “receivers of taxes”
turned over their collections to Penn’s appointed treasurers, and they in turn
handed tax collections to the governor.

Pennsylvania has a strong local government tradition. As shown in Table 17,
Pennsylvania has more government units in total than its surrounding states. Ta-
ble 17 also shows that Pennsylvania is second only to Illinois in the number of mu-
nicipal and township government units.
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Table 17

Government Units by Type for Selected States

Total
Government Towns or  School Special
State Units Counties Municipalities Townships Districts Districts®
Pennsylvania .... 4,871 66° 1,016 1,546 515° 1,728
Delaware........... 338 3 57 0 19 259
lllinois................ 6,994 102 1,299 1,432 912 3,249
Maryland............ 256 23 157 0 0 76
New Jersey....... 1,383 21 324 242 549 247
New York........... 3,403 57 618 929 680 1,119
Ohio...eeeeeeeis 3,702 88 938 1,308 668 700
West Virginia..... 663 55 232 0 55 321

& Special district governments provide specific services not being supplied by existing general-purpose governments.
In some states, such government units levy property taxes.

b Philadelphia is counted as a municipality in the U.S. Census of Government.

¢ Community colleges in Pennsylvania are counted as governments. The Census data counts community colleges as
local government units, because the governing body of each school district or municipality that is a local sponsor
may levy an additional tax for community college purposes.

Source: U.S. Census Bureau, 2007 Census of Government

Current Property Tax Collection in Selected States

As shown in Exhibit 7, six of the selected states have current property taxes
collected by municipal/township property tax collectors. Such municipal collectors,
however, do not regularly collect property taxes for all taxing districts. Illinois, New
Jersey, and Pennsylvania typically have property taxes collected at the municipal
level for all taxing districts.

Exhibit 7

Typical Government Unit(s) Responsible for Property Tax Collection in
Selected States

State Counties Municipalities School Districts

Pennsylvania ...... X

Delaware............. X X

iNOIS.......cvevveee. x4

Maryland ............. X X

New Jersey......... X

New York ............ X X X

(0]1110 IR X

West Virginia....... X

@ Except in counties without townships. In such counties, the county is responsible for property tax collection.
Source: Developed by LB&FC staff.
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As shown in Exhibit 7, Delaware and Maryland have both municipal and
county tax collectors. In Delaware, county tax collectors are responsible for collect-
ing county and school property taxes. Subsequently, the county provides the school
property taxes it collects to the state, which is responsible for distributing them to
schools.

In Maryland, counties provide a variety of services, including public educa-
tion. As shown in Table 17, Maryland does not have separate school district gov-
ernment units. Maryland municipalities have the option of collecting municipal
real estate taxes or developing a local ordinance and agreement with the county to
collect property taxes on their behalf.

Exhibit 7 also shows that New York effectively permits all local government
units to collect their own property taxes. New York, however, encourages taxing
districts to enter into agreements for cooperative collection, and, as a result, varying
government units may be responsible for collection of property taxes for one or more
taxing districts.

Two of the surrounding states have current property taxes collected at the
county level. In Ohio, elected county treasurers collect! property taxes for all taxing
districts (including state and special district government units2), and property taxes
can be paid in installments.3 Local collectors are responsible for collecting other lo-
cal taxes, with exception for taxes collected at the state level, such as the local
earned income tax.

All taxing districts that levy property taxes in Ohio share proportionately in
the county’s property tax collection costs. Ohio is the only selected state in which
taxing districts are required to compensate the government unit that collects all

1 With the review and approval of the state auditor, a county treasurer may enter into a contract with a bank
depository to assist with receipt of property tax payments. The county treasurer’s surety bond must cover such
bank depository collections, and such collections must be audited.

2 In Ohio, special district government units such as Joint Ambulance Districts, Joint Fire Districts, Joint Fire
and Ambulance Districts, Joint Solid Waste Management Districts, Joint Township Hospital Districts, Park
Districts, Port Authorities, Regional Arts and Culture Districts, Regional Transit Authorities, Regional Water
and Sewer Districts and Authorities, and Sanitary Districts may levy property taxes.

3 Taxpayers that elect to pay in installments receive multiple bills.
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property taxes for such collection. > Such compensation is apportioned across
taxing districts based on the amount of revenue received by each taxing district.
County treasurers are compensated based on a graduated percent of collections,
starting at 2.9947 percent for the first $100,000 collected and ending with 0.1996
percent for all collections above $4.1 million.

West Virginia relies on the elected county sheriff to collect all property taxes.
The county sheriff issues one bill for all taxing districts,® which may be paid in two
installments. The county sheriff receives a salary for the various duties performed
by the county sheriff. Taxing districts do not compensate the county for property
tax collection, however, the sheriff is eligible to receive a percent of collection “bo-
nus,” for amounts collected that are greater than 85 percent of the property taxes
due on the tax duplicate. The “bonus,” is capped at $15,000.

In West Virginia, property taxes collected by the county sheriff are forwarded
to the state, which is responsible for distributing property tax revenues across all
taxing districts. As in Ohio, other local government taxes (e.g., municipal business,
occupation, and hotel taxes) are collected by the local taxing unit or the state.

Ohio and West Virginia are not the only states with property tax bills that
cover all such taxes due from the property owner. Illinois and New Jersey, where
property taxes are typically collected at the municipal government level for all tax-
ing districts, also have one property tax bill.

In Illinois, the county is responsible for developing local tax rates and assur-
ing that the amount of revenue to be collected does not exceed authorized levies. It
is also responsible for issuing a single property tax bill for all taxing districts, which
may be paid in two installments. In Illinois the single tax bill may include property

4 In Maryland, where municipalities can elect to have the county collect municipal property taxes, the munici-
pality and the county adopt resolutions and develop agreements in which matters such as compensation are
addressed. We were advised by Maryland county officials that municipalities typically do not compensate coun-
ties for collection of municipal property tax collection. Recently, however, some counties have started to request
compensation from municipalities.

5 Typically, counties that are required to collect property taxes for all taxing districts perform this activity as
part of their government function without compensation from other taxing districts. In addition to Ohio and
West Virginia, counties collect all taxing district property taxes in 11 states (Arizona, Arkansas, California, Col-
orado, Idaho, Indiana, Kansas, Montana, New Mexico, North Carolina, and Utah), and receive compensation for
such collection from other taxing districts, or the state, in three (Arkansas, Colorado, and Utah). Three states
(Georgia, Virginia, and Wisconsin) have in place arrangements similar to Maryland where the county collection
of property taxes is not mandatory, but taxing districts may designate the county to collect their property taxes
and may compensate the county for such collection through negotiated agreements.

6 In West Virginia, some special districts may levy property taxes. Such districts include, for example, the
Greater Huntington Park and Recreation District and sanitary districts.

86



taxes for eight or nine taxing districts.” Such taxes are collected by appointed town-
ship collectors, except in counties without townships,® and are distributed by coun-
ties across the taxing districts. In Illinois, local collectors are also responsible for
both billing and collection of other locally imposed taxes.

New dJersey, where municipal collectors collect property taxes for all taxing
districts, issues a single property tax bill. In New Jersey, municipal tax collectors
are both elected and appointed. In order to continue in office, New Jersey collectors
must be certified by the state and complete approved continuing education to retain
such certification. New Jersey municipal treasurers, who receive the revenue col-
lected by the municipal collector, are responsible for distributing property tax reve-
nues due the state and county and school districts based on schedules established in
statute.

Pennsylvania’s Property Tax Collection Compared With Other States

Pennsylvania’s approach to property tax collection is similar to that of Dela-
ware, Illinois, Maryland, New Jersey, and New York in that it has municipal level
property tax collectors, and such collectors may be elected or appointed. It is also
similar to Illinois and New Jersey where municipal collectors regularly collect prop-
erty taxes for all taxing districts; but the similarity ends there.

Illinois and New Jersey, as well as Ohio and West Virginia, issue one proper-
ty tax bill that lists all taxing districts that impose a tax on property. Pennsylvania
tax collectors typically issue two property tax bills at two different points in the
year—one for county and municipal property taxes and a second for school property
taxes.

Pennsylvania also differs from the four states (Illinois, New Jersey, Ohio, and
West Virginia) with single property tax bills in that it does not routinely provide for
installment payments for all property taxpayers. Pennsylvania school districts are
required to provide for property tax installment payments for property owners that
qualify for the Homestead exemption, but not others. While some counties and mu-
nicipalities may permit property tax installment payments, Pennsylvania does not
require installment payments for such local taxes.

7 In Ilinois, special district governments, such as airport authorities, cemetery maintenance districts, certain
civic center authorities, conservation districts, county historical museum districts, county water commissions,
drainage districts, fire protection districts, hospital districts, mosquito abatement districts, municipal joint ac-
tion water agencies, museum districts, park districts, public building commissions, public library districts, res-
cue squad districts, river conservancy districts, sanitary districts, school finance authorities, soil and water con-
servation districts, solid waste disposal districts, special recreation associations, street lighting districts, surface
water protection districts, township hospital boards, transit districts, and water supply districts may levy prop-
erty taxes.

8 In such counties, the county is responsible for property tax collection.

9 In New Jersey, special district governments include fire districts that may levy property taxes.
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Pennsylvania is also similar to New Jersey and Ohio in that it promotes
training for local tax collectors. It differs from such states, however, in that such
training is not required. Pennsylvania also differs from surrounding states (e.g.,
Maryland, Ohio, West Virginia, and New Jersey) in that it does not receive any
state revenue from property taxes and is not involved in direct equalization of local
property values or local taxes, and does not distribute property tax revenues across
taxing districts within the state.
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APPENDIX A

PRINTER"S NO. 1693

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE RESOLUTION
No. 250 “%0°

INTRODUCED BY EARLL, WOZNIAK, BAKER, FONTANA, ERICKSON, COSTA,
MENSCH, TOMLINSON, M. WHITE, VANCE, WASHINGTON, FERLO, WAUGH,
BOSCOLA, WILLIAMS, D. WHITE AND STOUT, FEBRUARY 9, 2010

REFERRED TO FINANCE, FEBRUARY 9, 2010

A RESOLUTION

Directing the Legislative Budget and Finance Committee to
conduct a comprehensive study of the current real property
tax collection systems in this Commonwealth to determine the
impact of the consolidation of those real property tax
collection systems, including the costs and benefits
associated with consolidation, and to compare them to real
property tax collection systems of other states, particularly
those states with demographics similar to this Commonwealth.
WHEREAS, The General Assembly recognizes that the current

systems of real property tax collection utilized by political

subdivisions in this Commonwealth are fragmented and overly
complex; and

WHEREAS, The overall cost of real property tax collection
throughout this Commonwealth is not fully known; and

WHEREAS, Good government demands fiscal efficiency,
responsibility and accountability in all areas of local
government; and

WHEREAS, Numerous political subdivisions in this Commonwealth
have their own elected or appointed tax collectors that are
responsible for the collection of real property taxes; and

WHEREAS, Different rules and requirements are utilized by
real property tax collectors in this Commonwealth; and

WHEREAS, The current systems of real property tax collection
in this Commonwealth may lack adequate oversight and
administrative controls of the governing bodies of the political
subdivisions to ensure effectiveness and efficiency; and
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Appendix A (Continued)

WHEREAS, Political subdivisions in this Commonwealth may
benefit from the consolidation of real property tax collection,
including consolidation of real property tax collection aligned
along countywide or other regional boundaries; and

WHEREAS, No comprehensive study has been published to date
that examines the systems of real property tax collection
currently utilized by political subdivisions in this
Commonwealth or provides recommendations as to the benefits and
the cost reductions that may be recognized by political
subdivisions and taxpayers of this Commonwealth from the
consolidation of real property tax collection; therefore be it

RESOLVED, That the Legislative Budget and Finance Committee
conduct or contract with an independent contractor to conduct a
comprehensive study of the current real property tax collection
systems In this Commonwealth and to determine the impact of the
consolidation of those real property tax collection systems,
including the costs and benefits associated with consolidation
to all political subdivisions In this Commonwealth; and be it
further

RESOLVED, That the study provide an analysis of the
background of the current systems of real property tax
collection iIn this Commonwealth; and be it further

RESOLVED, That the study include an analysis of the real
property tax collection in other states, particularly other
states with demographics similar to this Commonwealth; and be it
further

RESOLVED, That the study of real property tax collection of
other states include at least the following:

(1) what levels of government levy the real property
tax;

(2) who collects the real property tax, whether it is a
state, regional or local function and whether it is a
government function or contracted out; and

(3) whether there are uniform procedures throughout the
state;

and be 1t further

RESOLVED, That the study cover the most recently completed
fiscal year and provide for the following:

(1) 1identify the real property tax rates levied and the
total property tax dollars collected by each political
subdivision, disaggregated by county, municipality and school
district;

(2) identify the number of properties, lots or parcels
that each tax collector is currently responsible for
collecting, the real property taxes and the collection fee
collected by the tax collector, disaggregated by county,
municipality and school district;
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(3) compare the current methods and rates of
compensation, including any costs underwritten by a political
subdivision for its tax collectors and the total number of
tax collectors that are paid under each compensation method,
disaggregated by county, municipality and school district;
(4) i1dentify the number and locality of each political
subdivision that uses an elected tax collector and those
political subdivisions that have made other tax collection
appointments or arrangements, such as collecting their own
real property taxes or using banks due to a vacancy iIn the
elected tax collector office, disaggregated by county;
(5) analyze geographic patterns, efficiencies, safety of
assets, liquidity, iInterest earnings, reporting improvements
or other savings, if any, that a political subdivision may
have recognized, and identify those political subdivisions
that do and do not use an elected tax collector;
(6) analyze and make recommendations, statutory or
otherwise, regarding the current systems of real property tax
collection that require improvements in oversight,
administration, uniformity, enforcement, avoidance of fraud
and waste and tax collector accountability after a review of
other states”™ statutes, particularly those states with
similar demographics;
(7) 1i1dentify the aggregated costs, including type and
amount, incurred by each political subdivision due to the
fragmented systems of real property tax collection in this
Commonwealth and provide a Statewide estimate of cost
savings, iIf any, from a consolidation of the real property
tax collection systems in this Commonwealth, disaggregated by
county; and
(8) at a minimum, provide an individualized sample
analysis of at least one county from each classification of
county, except for counties of the first class, that will
provide the actual cost of the current systems of real
property tax collection in that county and an estimate of the
cost savings for that county, iIf any, that would result from
real property tax consolidation;
and be i1t further

RESOLVED, That the Legislative Budget and Finance Committee
prepare or contract to prepare a report of its findings to be
posted on its Internet website and to be submitted to the
Governor, the Finance Committee of the Senate, the Local
Government Committee of the Senate, the Finance Committee of the
House of Representatives and the Local Government Committee of
the House of Representatives no later than one year after the
adoption of this resolution.
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APPENDIX B

Legislative Budget and Finance Committee Phone (717) 783-1600
PO Box 8737 Fax (717) 787-5487
Harrisburg PA 17105-8737 info@Ibfc.legis.state.pa.us

Study of Current Real Estate Tax Collection in Pennsylvania
(Senate Resolution 250)

Questionnaire for Counties That Collect All County Current Real Estate Taxes

County Tax Collection Office

Please identify your county:

1. Do you collect other taxes in addition to current real estate taxes? Yes No
If Yes, please identify which other taxes you collect

2. How many current real estate parcels are you responsible for collecting each year?

3. Do you have staff to assist you in your current real property tax collection activities?

___Yes ___ No
If Yes, Please indicate by type the number of full- and part-time staff and who employees them.
County Staff Other
Type of Staff (Please also identify entity)
Full-Time Part-Time Full-Time Part-Time
Clerical
Accounting

Receptionist

Information Technology

Other (Please specify)

Other (Please Specify)

4. Have you or your staff completed the DCED Qualified Tax Collector program?
Yes No Some have and some have not

5. What are your posted tax collection office hours?

6. How are current real estate tax payments received? (Please check all that apply.)

Mail Payment to: County Tax Office Pay In Person at: County Tax Office
Local Bank Office Local Bank Office
Bank Lock Box

Other (Please explain)
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Current Real Estate Tax Collecting Responsibilities

7. Who is responsible for performing the following current county real estate tax collection activi-

ties?
County
Tax Collector
Activity (or contractor)

Other County
Agency
(or contractor)

Issues Tax Bills

Prepares Tax Bills

Prints Tax Bills

Mails Tax Bills

Prepares Interim Bills

Answers Questions About Tax Bills

Coordinates With Assessment Office on Returned Bills and Address
Changes

Receives, Records, Documents Tax Payments

Records Tax Payments

Issues Paid Receipts

Deposits Collected Taxes

Reconciles the Duplicates With Payments Received

Reconciles the Duplicates With Payments Received From Mortgage
Companies

Identifies Incorrect Payment Amounts or Duplicate Payments

Initiates Adjustments and Corrections

Initiates Taxing District Refunds

Prepares Delinquent Notices

Payments to Taxing District

Transfers Paid Taxes to County

Prepares Monthly Reports

Prepares List of Exonerations

Maintains a Record of Unremitted Taxes

Other

Stores tax Records

Audits Tax Collections

Forwards List of Unpaid Bills for Delinquent Collection

8. Does your county allow installment payments for current real estate taxes?
If Yes, do you collect these installment payments? Yes No
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Appendix B (Continued)

Current Real Estate Tax Collection Costs

9. Please identify if the following expenses for current county real estate tax collection (do not in-
clude delinquent tax collections) are part of your budget or incurred by someone else. Please in-
clude an estimate of the amount of the annual cost for each expense if you know it.

County Tax Someone Else
Expense Collector (Please Identify)
Salaries
Benefits

Surety/Performance Bond

Preparation of Tax Bills

Printing of Tax Bills

Mailing Tax Bills

Printing of Interim Bills

Mailing of Interim Bills

Banking Fees

Account Reconciliation

Initiating Adjustments/Corrections to
Tax Bills

Initiating Refunds

Preparation of Delinquent Notices

Preparation of Monthly Reports

Auditing Tax Records

Office Space

Supplies

Postage

Insurance

Training/Testing for Tax Collector
Qualification Program

Office Equipment

Computers

Software

Other (please identify)

10. If the county uses a lock box service for the deposit of current real estate taxes please answer

the following:

10a. Where is the lock box physically located?
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10b. Are there any fees associated with the use of the lock box? Yes No
If Yes, please identify those fees.

Advantages and Disadvantages of Present System

11. What do you consider to be the primary advantages and disadvantages of Pennsylvania’s cur-
rent real estate tax collection methods?

Advantages:

Disadvantages:

12. Would you consider providing current real estate tax collection services for other taxing dis-
tricts in the future? Yes No

How would this impact your office and staffing costs?

13. Please provide any suggestions you may have for improving the efficiency and effectiveness of
the local tax collection process in Pennsylvania.

(You may attach additional sheets if necessary.)

Name: Telephone:

Email:

The identity of individuals responding to this questionnaire will remain confidential.
Thank you for your assistance and cooperation with this study.
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APPENDIX C

Legislative Budget and Finance Committee Phone (717) 783-1600
PO Box 8737 Fax (717) 787-5487
Harrisburg PA 17105-8737 info@Ibfc.legis.state.pa.us

Study of Tax Collection in Pennsylvania
(Senate Resolution 250)
Questionnaire for Counties Serving as the Appointed Local Tax Collector for
Certain Taxing Districts

County Tax Collection Office

Please identify your county:

1. Please indicate the number of taxing districts, by type, for which the county collects current real
estate taxes.

_ 1%or2™cClassCity ____ 3“Class City

_____ 1% Class Township 2" Class Township
____Borough __ County

_____School District ____ Other (please describe)

2. For which taxing districts do you collect current or delinquent real estate taxes?

County Municipality School District
Current Delinquent Current Delinquent Current Delinquent

(If you serve as the tax collector for multiple municipalities and/or taxing districts and need more
space, please attach additional sheets.)

3. For what reason(s) did the county agree to serve as the appointed collector? (Check all that

apply.)
No candidates for elected tax collector Removal from office of the elected collector
Death of the elected collector Other (please specify)

3a. Is there a formal agreement between the county and the taxing district? Yes No

If Yes, please describe it or attach a copy.

4. Do you collect other taxes in addition to current real estate taxes? Yes No
If Yes, please identify which taxes

5. How many current real estate parcels are you responsible for collecting each year?
6. What are your posted tax collection office hours?

7. How are current real estate tax payments received? (Please check all that apply)

Mail Payment to:  Tax Collector Office Pay In Person at: Tax Collector Office
Municipal Office Municipal Office
School District Office School District Office
Local Bank Office Local Bank Office

Bank Lock Box
Other (Please explain)
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8. Do you have staff to assist you in your current real property tax collection activities?

Yes No

If Yes, Please indicate by type the number of full- and part-time staff and who employs them.

Type of Staff

County Staff

Full-Time Part-Time

Other (Please identify)
Full-Time Part-Time

Clerical

Accounting

Receptionist

Information Technology

Other (Please specify)

9. Have you or your staff completed the DCED Qualified Tax Collector program?
Yes No Some have and some have not.

Compensation for Current Real Property Tax Collection

10. What type and amount of compensation do you receive from each taxing district for collecting
current real estate taxes? Please report for all that apply.

County
Amount Paid

Municipality School District
Amount Paid Amount Paid

Per Bill Generated

Per Bill Collected

Per Cent of Collection

Other (Please Specify)

(If you serve as the tax collector for multiple municipalities and/or taxing districts and need more space, please attach additional sheets.)

Current Real Property Tax Collecting Responsibilities

11. Who is responsible for performing the following current real estate tax collection activities in

the taxing districts you collect?

Activity

County
(or contractor)

Elected
Tax Collector Municipality School District
(or contractor)  (or contractor) (or contractor)

Issues Tax Bills

Prepares Tax Bills

Prints Tax Bills

Mails Tax Bills

Prepares Interim Bills

Answers Questions About Tax Bills

Coordinates With Assessment Office on
Returned Bills and Address Changes

Payments to Taxing District

Transfers Paid Taxes to Taxing District

Prepares Monthly Reports

Prepares List of Exonerations

Maintains a Record of Unremitted Taxes
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Activity

County
(or contractor)

Elected
Tax Collector
(or contractor)

School District
(or contractor)

Municipality
(or contractor)

Receives, Records, Documents Tax
Payments

Records Tax Payments

Issues Paid Receipts

Deposits Collected Taxes

Reconciles the Duplicate With Payments
Received

Reconciles the Duplicate With Payments
Received From Mortgage Companies

Identifies Incorrect Payment Amounts and
Duplicate Payments

Initiates Adjustments and Corrections

Initiates Taxing District Refunds

Prepares Delinquent Notices

Other

Storing tax records

Auditing tax collections

Forwarding list of Unpaid Bills for
Delinquent Collection

H Current Real Estate Tax Collection Costs

12. Who is responsible for the upfront capital and ongoing operating cost associated with the fol-
lowing local real estate tax collection related activities? Please include the approximate cost for

each activity if you know it.

a. Upfront and Capital Costs

County Tax
Collector

Someone Else
(Please Identify)

Local Taxing
District

Providing Office Equipment

Providing Computers

Providing Software

b. Activity — Annual Operating Cost

Salaries

Benefits

Surety/Performance Bond

Preparing Tax Bills

Printing Tax Bills

Mailing Tax Bills

Printing Interim Bills

Mailing Interim Bills

Maintaining a Bank Account for Tax Collections

Account Reconciliation

Preparing Monthly Reports

Initiating Adjustments/Corrections to Tax Bills

Preparing Delinquent Notices

Initiating Refunds

Providing Office Space
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County Tax | gcal Taxing Someone Else
b. Activity — Annual Operating Cost (Continued) Collector District (Please ldentify)

Providing Supplies

Providing Postage (Other Than Initial and Interim Billings)

Obtaining Personal and Property Liability Insurance

Obtaining Theft and Fire Insurance for Tax Collector
Office

Training/Testing for Tax Collector Qualification Program

Auditing Tax Records

Other (Please Specify)

13. Have the county commissioners in your county elected to bid for a bond that covers all tax col-
lectors in your county? Yes No

14. If you or the taxing district(s) you serve use a lock box service(s) for the deposit of current real
estate taxes please answer the following.

14a. Where is the lock box physically located?

14b. Are there any fees associated with the use of the lock box? Yes No
If yes, please identify those fees.

14c. Who pays the lock box fees?

H Advantages and Disadvantages of Present System

15. Would you consider providing current real estate tax collection services for other taxing dis-
tricts in the future? Yes No

How would this impact your office and staffing costs?

16. What do you consider to be the primary advantages and disadvantages of Pennsylvania’s cur-
rent real estate tax collection methods?

Advantages:

Disadvantages:

17. Please provide any suggestions you may have for improving the efficiency and effectiveness
of the local tax collection process in Pennsylvania.

(You may attach additional sheets if necessary.)

Name: Telephone

Email;

The identity of individuals responding to this questionnaire will remain confidential.
Thank you for your assistance and cooperation with this study.
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APPENDIX D

Legislative Budget and Finance Committee Phone (717) 783-1600
PO Box 8737 Fax (717) 787-5487
Harrisburg PA 17105-8737 info@Ibfc.legis.state.pa.us

Study of Current Real Estate Tax Collection in Pennsylvania
(Senate Resolution 250)
Questionnaire for Elected or Appointed Local Real Estate Tax Collectors

H Tax Collector Office H

Please identify the county in which you are located:

1. For which type of municipality are you the municipal officer who collects current real estate taxes?

1% or 2" Class City Borough 2" Class Township

1% Class Township 3" Class City Other (please describe)
la. Has this municipality adopted: a Home Rule Charter Yes No

an Optional Plan Yes No
2. How were you chosen to fill the position of real estate tax collector?
Elected Appointed Other (please explain)

3. Have you appointed a deputy tax collector(s)? Yes No If Yes, how many?
Are these employees of the municipality the tax collector

other (please identify)

4. Has this municipality or any of the taxing districts for which you collect implemented a plan allow-
ing for installment payments for current real estate taxes? Yes No If Yes, do you
collect these installment payments? Yes No

5. In addition to serving as the municipal tax officer for the municipality in Question 1 above, have
you been appointed as tax collector for other municipalities and/or taxing districts?
Yes No If Yes, please specify.

6. For which taxing districts do you collect current or delinquent real estate taxes?
County Municipality School District

Current Delinquent Current Delinquent Current Delinquent

(If you serve as the municipal tax collector for more than one municipality and/or taxing district and need more space, please attach additional sheets.)

7. Do you collect other taxes in addition to current real estate taxes? Yes No

If Yes, please identify which other taxes you collect

8. How many current real estate parcels are you responsible for collecting each year?

9. What are your posted tax collection office hours?
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10. Do you have staff to assist you in your tax collection activities?

Yes No

If Yes, Please indicate by type the number of staff and who employees them.

Type of Staff

Tax Collector Staff Mun

icipal Staff Other Please identify

Clerical

Accounting

Receptionist

Information Technology

Other (Please specify)

11. Have you or your staff completed the DCED Qualified Tax Collector program?

Yes No

Some have, some have not

12. How are current real estate tax payments received? (Please check all that apply.)

Tax Collector Office
Municipal Office
School District Office
Local Bank Office
Bank Lock Box

Other (Please explain)

Mail Payment to:

Pay In Person at:

Tax Collector Office
Municipal Office
School District Office
Local Bank Office

13. Is the bank account that you use to deposit collected real estate taxes in your hame as

tax collector taxing district's name(s) other (please describe)

H Current Real Estate Tax Collector Compensation H

14. What type and amount of compensation do you receive from each taxing district for collecting

current real estate taxes? Please

report for all that apply.

Paid Compensation

County
Amount Paid

School District
Amount Paid

Municipality
Amount Paid

Per Bill Generated

Per Bill Collected

Percent of Collection

Regular Salary

Other (Please Specify)

14a. Do you receive any of the following benefits? Please ch

eck all that apply.

Benefits

County

Municipality School District

SS and Medicare

Retirement

Health Care

Paid Leave

Other (Please Specify)

15. Please identify any compensation you receive from any taxing district in which you are the
elected tax collector, but the taxing district itself performs the tax collection functions.

County Amount Paid

Municipality Amount Paid

School District Amount Paid

15a. Is there a formal contract or agreement between you and the taxing district that establishes

this arrangement? Yes

No

If Yes, please describe or attach a copy.
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Current Real Estate Tax Collecting Responsibilities

16. Who is responsible for performing the following current real estate tax collection activities in

the taxing districts you collect?

Activity

Elected
Tax Collector Municipality School District County
(or contractor) (or contractor) (or contractor) (or contractor)

Issues Tax Bills

Prepares Tax Bills

Prints Tax Bills

Mails Tax Bills

Prepares Interim Bills

Answers Questions About Tax Bills

Coordinates With Assessment Office on
Returned Bills and Address Changes

Receives, Records, Documents Tax
Payments

Records Tax Payments

Issues Paid Receipts

Deposits Collected Taxes

Reconciles the Duplicate With Payments
Received

Reconciles the Duplicate With Payments
Received From Mortgage Companies

Identifies Incorrect Payment Amounts and
Duplicate Payments

Initiates Adjustments and Corrections

Initiates Taxing District Refunds

Prepares Delinquent Notices

Payments to Taxing District

Transfers Paid Taxes to Taxing District

Prepares Monthly Reports

Prepares List of Exonerations

Maintains a Record of Unremitted Taxes

Other

Storing Tax Records

Auditing Tax Collections

Forwarding List of Unpaid Bills for
Delinquent Collection

Current Real Estate Tax Collection Costs

17. Who is responsible for the upfront capital and ongoing operating cost associated with the fol-
lowing local real estate tax collection related activities? Please include the approximate cost for

each activity if you know it.

a. Upfront and Capital Costs

Elected Tax Someone Else
Collector (Please Identify)

Providing Office Equipment

Providing Computers

Providing Software
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Elected Tax Someone Else
b. Activity — Annual Operating Cost Collector (Please Identify)

Obtaining Surety/Performance Bond Insurance

Preparing Tax Bills

Printing Tax Bills

Mailing Tax Bills

Printing Interim Bills

Mailing Interim Bills

Maintaining a Bank Account for Tax Collections

Account Reconciliation

Preparing Monthly Reports

Initiating Adjustments/Corrections to Tax Bills

Preparing Delinguent Notices

Initiating Refunds

Providing Office Space

Providing Supplies

Providing Postage (Other Than Initial and Interim Billings)

Obtaining Personal and Property Liability Insurance

Obtaining Theft and Fire Insurance for Tax Collector Office

Training/Testing for Tax Collector Qualification Program

Auditing Tax Records

Other (Please Specify)

18. Have the county commissioners in your county elected to bid for a surety/performance bond-
ing that covers all tax collectors for all taxing districts in your county? Yes No

If yes, are you covered by that county bond? Yes No

19. If you or your taxing district use a bank lock box service for the deposit of current real estate
taxes please answer the following.

19a. Where is the lock box physically located?

19b. Are there any fees associated with the use of the lock box? Yes No
If yes, please identify those fees.

19c. Who pays the lock box fees?

Advantages and Disadvantages of Present System H

20. What do you consider to be the primary advantages and disadvantages of Pennsylvania’s cur-
rent real estate tax collection methods?

Advantages:

Disadvantages:

21. Please provide any suggestions you may have for improving the efficiency and effectiveness
of the local tax collection process in Pennsylvania.

(You may attach additional sheets if necessary.)
Name Telephone
Email

The identity of individuals responding to this questionnaire will remain confidential. Thank
you for your assistance and cooperation with this study.
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Legislative Budget and Finance Committee Phone (717) 783-1600
PO Box 8737 Fax (717) 787-5487
Harrisburg PA 17105-8737 info@Ibfc.legis.state.pa.us

Study of Current Real Estate Tax Collection in Pennsylvania
(Senate Resolution 250)
Questionnaire for School Districts That Collect Local Real Estate Taxes

Tax Collection Function

Please identify the county(ies) in which the school district is located:

1. Please indicate the number of taxing districts, by type, for which the school district collects school
district current real estate taxes.

____1%or 2" Class City ____3"Class City
_____1%Class Township ____ 2" Class Township
_____Borough ____ County

_____School District _____Other (please describe)

2. How was the school district chosen to fulfill the responsibilities of real estate tax collector for these
taxing districts?
Deputized Appointed Agreement with taxing district

Other (please explain)

2a. Is there a formal contract or agreement between the school district and the tax collector and/or
other taxing district that establishes this arrangement? Yes No If Yes, please
describe or attach a copy.

3. How long has the school district been collecting current real estate taxes?

4. Has the school district implemented a plan allowing for installment payments for current real estate
taxes? Yes No

5. Does the school district collect other taxes in addition to current real estate taxes?
Yes No If Yes, please identify which other taxes you collect

6. How many current real estate parcels is the school district currently responsible for collecting?

7. What are your posted tax collection office hours?

8. How are current real estate tax payments received? (Please check all that apply.)

Mail Payment to:  School District Office Pay In Person at:  School District Office
Local Bank Office Local Bank Office
Bank Lock Box

Other (Please explain)
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9. Do you have staff to assist you in tax collection activities? _ Yes _ No
If Yes, Please indicate by type the number of staff and who employs them.
Type of Staff Schpol District Sta.ff Other (Please also identify entity).
Full-Time Part-Time Full-Time Part-Time
Clerical
Accounting

Receptionist

Information Technology
Other (Please specify)

Other (Please Specify)

10. Have you or your staff involved in tax collection completed the DCED Qualified Tax Collector
program? Yes No Some have and some have not

Current Real Estate Tax Collecting Responsibilities

11. Who is responsible for performing the following current real estate tax collection activities in
the taxing districts collected by the school district?

Elected
School District Tax Collector Municipality County
Activity (or contractor) (or contractor) (or contractor) (or contractor)

Issues Tax Bills

Prepares Tax Bills

Prints Tax Bills

Mails Tax Bills

Prepares Interim Bills

Answers Questions About Tax Bills

Coordinates With Assessment Office on
Returned Bills and Address Changes

Receives, Records, Documents Tax
Payments

Records Tax Payments

Issues Paid Receipts

Deposits Collected Taxes

Reconciles the Duplicate With Payments
Received

Reconciles the Duplicate With Payments
Received From Mortgage Companies

Identifies Incorrect Payment Amounts and
Duplicate Payments

Initiates Adjustments and Corrections

Initiates Taxing District Refunds

Prepares Delinquent Notices

Payments to Taxing District

Transfers Paid Taxes to Taxing District

Prepares Monthly Reports

Prepares List of Exonerations

Maintains a Record of Unremitted Taxes
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School District
Activity (or contractor)

Elected
Tax Collector Municipality County
(or contractor) (or contractor) (or contractor)

Other

Storing Tax Records

Auditing Tax Collections

Forwarding List of Unpaid Bills for
Delinquent Collection

Current Real Estate Tax Collection Costs

12. Who is responsible for the upfront capital and ongoing operating cost associated with the fol-
lowing local real estate tax collection related activities? Please include the approximate cost for

each activity that applies.

a. Activity — Annual Operating Cost

Someone Else
School District (Please Identify)

Surety/Performance Bond

Compensation for Elected Tax Collector

Salaries for School District Staff Involved in Tax Collection

Benefits for School District Staff Involved in Tax Collection

Printing Tax Bills

Mailing Tax Bills

Printing Interim Bills

Mailing Interim Bills

Maintaining a Bank Account for Tax Collections

Account Reconciliation

Preparing Monthly Reports

Initiating Adjustments/Corrections to Tax Bills

Preparing Delinquent Notices

Initiating Refunds

Providing Office Space

Providing Supplies

Providing Postage (Other Than Initial and Interim Billings)

Obtaining Personal and Property Liability Insurance

Obtaining Theft and Fire Insurance for Tax Collector Office

Training/Testing for Tax Collector Qualification Program

Auditing Tax Records

Other (Please Specify)

Other (Please Specify)
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Appendix E (Continued)

Someone Else
b. Upfront and Capital Costs School District (Please Identify)

Providing Office Equipment

Providing Computers

Providing Software

13. Have the county commissioners in your county elected to bid for a bond that covers all tax col-

lectors for all taxing districts in your county? __ Yes No

If yes, is the school district covered by that county bond? Yes No
13a. Has the school district obtained a performance or surety bond covering

(1) the local tax collector? Yes No

(2) school district and/or contractor staff who collect taxes? Yes No

14. If the school district uses a lock box service for the deposit of current real estate taxes please
answer the following.

14a. Where is the lock box physically located?
14b. Are there any fees associated with the use of the lock box? _ Yes No
If yes, please identify those fees.

14c. Who pays the lock box fees?

Advantages and Disadvantages of Present System

15. What do you consider to be the primary advantages and disadvantages of Pennsylvania’s cur-
rent real estate tax collection methods?

Advantages:

Disadvantages:

16. Please provide any suggestions you may have for improving the efficiency and effectiveness of
the local tax collection process in Pennsylvania.

(You may attach additional sheets if necessary.)

Name: School District

Email: Telephone:

The identity of individuals responding to this questionnaire will remain confidential.
Thank you for your assistance and cooperation with this study.
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APPENDIX F

Real Estate Tax Revenue

Real property taxes are an important source of revenue for counties, municipali-
ties, and school districts. From 2000 to 2007, local government real property taxes in-
creased from $10.23 billion to $14.85 billion. In 2007, as shown in the table below,
counties generated about one-third of their total revenues and 97 percent of their tax
revenues from real property taxes. As shown in the table, the largest share (71 percent)
of real property tax revenues goes to school districts. Counties, including Philadelphia,
receive 19 percent of such revenues, and other municipalities 10 percent.

Total Revenues, Total Taxes and Real Estate Taxes
Pennsylvania Local Governments, 2007*

($ in Billions)
% of Real Real
Estate Tax Estate
Revenues for Real Estate Taxes as
Total Total Real Estate Local Taxes as % % of
Revenues Taxes Taxes Government of Revenues Taxes
School Districts?® ... $23.07 $12.78 $10.47 70.5% 45.4% 81.9%
Counties............... 7.08 2.51 2.43 16.4 34.3 96.6
Philadelphia.......... 8.61 2.81 .40 2.7 4.6 14.2
Municipalities........ 8.82 3.50 1.55 10.4 17.6 44.2
Total ..ccccevvevnen. $47.59 $21.60 $14.85" 100.0% 31.2% 68.7%

*2007 is the most recent year for which comprehensive data for all taxing districts is available. More current reports
for school districts are available on the PDE web site and more current reports for many counties and municipalities
are also available on the DCED web site.

% Includes data for Philadelphia.

®InFY 2007-08, the state’s General Fund collected $10.9 billion in personal income taxes and $8.5 billion in all sales
and use taxes.

Source: Developed by LB&FC staff from Departments of Community and Economic Development and Pa Depart-
ment of Education data.

Information on real estate tax revenue for individual school districts is available
from annual financial reports provided to the Pennsylvania Department of Education.
School districts that are not coterminous with county boundaries are assigned to a sin-
gle county based on PDE criteria even though some taxable properties in that school
district are physically located in a different county. Listings of real estate tax revenue by
individual school district are available on PDE’s web site at: http://www.education.state.
pa.us/portal/server.pt/community/summaries of annual_financial report data/7673
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The following table shows real estate revenue reported by counties to the De-
partment of Community and Economic Development for 2007. This figure includes cur-
rent year real estate tax collections and may include prior year taxes that were collected
in the current year.

Additional information on real estate tax revenue for individual counties and mu-
nicipalities is available in financial reports provided to DCED. These reports as well as
summary revenue information compiled by DCED and property tax rates levied by coun-
ties, municipalities and school districts are available on DCED’s web site at:

http://www.newpa.com/get-local-gov-support/municipal-statistics.

110



Allegheny ..........
Armstrong .........
Beaver ..............
Bedford .............

Cameron ...........
Carbon ..............
Centre ......cc.......
Chester .............
Clarion ..............
Clearfield ...........
Clinton ..............
Columbia ...........
Crawford ...........
Cumberland ......
Dauphin ............
Delaware ...........

Fayette ..............
Forest ................
Franklin .............
Fulton ................

Huntingdon .......
Indiana ..............
Jefferson ...........
Juniata ..............

& Data not available.

2007 County Real Estate Revenue

Real Estate Tax
Governmental Total

$ 24,238,876
273,781,207
13,708,042
38,494,475
8,230,634
123,844,898
19,395,021
10,831,009
172,902,475
31,762,875
25,913,276
NA
10,431,742
20,060,474
135,308,144
6,074,915
10,413,712
9,213,830
7,422,693
23,484,212
374,452,773
94,483,528
132,541,187
6,097,321
54,402,710
15,746,231
1,600,177
26,432,877
3,552,555
9,987,034
6,499,537
11,783,273
7,239,417
4,345,320

b Philadelphia does report as a county.

County

Lycoming ...........
McKean .............
Mercer ...............
Mifflin .................

Montgomery ......
Montour .............
Northampton ......
Northumberland .

Potter .........c.......
Schuylkill ...........
Snyder ...............
Somerset ...........
Sullivan ..............
Susquehanna ....

Venango ............
Warren ...............
Washington .......
Wayne ...............
Westmoreland ...
Wyoming ...........
YOrK oovvvvvvivninnnns

Source: Department of Community and Economic Development.

Real Estate Tax
Governmental Total

$ 52,527,624
94,489,341
17,741,656
17,709,934
90,778,357
75,798,920
25,154,366

7,955,299
23,371,875
10,262,867
30,002,325

162,417,018

3,321,145
80,195,233
15,637,169

8,047,085

397,542,355
13,649,396

3,982,679
26,905,311

7,187,303
13,587,517

1,863,694

9,777,495

9,189,029

7,524,466

9,909,136

8,190,732
30,647,325
13,151,766
78,071,141

7,398,371

— 98,751,116

$2,830,415,496
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