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THE NUTS AN!) BOLTS
OF ACT 72

Introduction

• Seminarconsistsof PowerPoint®,handouts
andexamples

• PowerPoint®brokenout into several
sections

• Manyissuesstill not clearnorhasfinal
interpretationbeenmade
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The Nuts andBolts of Act 72

Major provisionsof Act 72

• Authorizesschooldistricts to reduce
propertytaxesusingstateandlocal
revenues

• Placesreferendumrequirementson school
districts

• Requiresearlyadoptionof preliminary
budgets

• Otherrequirements _______________________

C C.
3

b..4. Sd.~~JS_*

Overview of Act 72

• Setsforth formula for distributionof
gamingallocations

• Providesmethodby which schooldistricts
can acceptstategainingallocations

• Requiresdistrictsto makequalifying
contribution to receivegamingallocations

C P.,h~,J. S~k&~$•,* A.4&k

Overview of Act 72

• Authorizesschooldistricts to increase
income-basedtaxesto augmentgaming
allocationsfor propertytax relief

• Allows districtsto convertearnedincome
taxesto personalincometaxes

• Prescribeshow districts mustnotify
homeownersof opportunityto become
eligible for propertytax relief

© CopyrightPennsylvaniaSchoolsBoardsAssociation2004 2



The Nuts andBolts of Act 72

Overview of Act 72 ______________

• Requiresschooldistrictsto seekvoter
approval:
— To increaselocal income-basedtaxes

(front-endreferendum)

—For certainproposedschooltaxincreases

(back-endreferendum)

paba C&Ph.~.SCCS*~.d~. 7

Homestead/Farnistead
Exclusion

C ~ Ad.4~

Glossary of terms
• “Homesteadexclusion”— The exclusion

from taxationof aportion of assessedvalue
of individual’s primary residence

• “Farrnsteadexclusion”- Sameexclusion
appliedto assessedvalueof buildings and
structuresusedin commercialagricultural
productionon farm

© CopyrightPennsylvaniaSchoolsBoardsAssociation2004 3



TheNuts andBolts of Act 72

Glossaryof terms

• “Median assessedvalue” —Middle point in
sequentialdistributionof assessedvalues,
aboveandbelow which exist an equalnumber
of assessedvalues.Forexample,3 is median
numberin 1,2,3,4,5

C ~M r,*,.,,N.4. Sd,i •~,*

Glossaryof terms

• In a list containingthe The medianassessed
following assessed value is $97,500
values:

$65,000 Averageis $1 18,333
$70,000
$80,000

$115,000
$140,000

$240,000

jsI,á~

Glossaryof terms

• “Maximum allowable exclusion” — 50% of
medianassessedvalueof
homesteadlfarmsteadpropertylocatedin
district. This numbermultiplied by number
of eligible propertiesin district produces
maximumallowablelevelof taxrelief

• Maximum allowableexclusionin previous
exampleis $48,750

© CopyrightPennsylvaniaSchoolsBoardsAssociation2004 4



TheNuts andBolts of Act 72

Glossary of terms

“Sterling Act” — A 1932law that requires
individuals who work in Philadelphiato pay
wagetaxto thecity. This law has

discouragedmanysuburbandistrictsfrom
imposing their own earnedincometaxes

llomesteadlfarmsteadexclusion

• The method by which all propertytax
reductionsoccurunderAct 72

• Processbeginswith mailing of applications
to all residentialpropertyownersin district.
Iwo noticesrequiredthis year:
— First postmarkedby Oct. 16,2004

— Secondpostmarkedby Dec.31,2004

Psk—~ ~

Ilomesteadlfarrnsteati exclusion

Districtsalsomustsendout annualnotice
beginningDec. 31, 2005

All noticesmustinclude:
Explanationthathomeowners mustsubmit
applicationto becomeeligible to receive
propertytax relief

— Copy of application
— Directionsfor completing application

Application deadline— March 1

© Copyright PennsylvaniaSchoolsBoardsAssociation2004 5



The Nuts andBoltsof Act 72

Ilomesteadlfarmsteadexclusion
. Countyassessorsdeterminewhich

propertiesdo not qualify andissuereport
listing qualified applicantsandother
information to districtsby May 1

• District mustcalculateamountof
homesteadlfarmsteadexclusioneachyear

they impose authorizedtax and they receive
stateproperty tax reductionallocations

~p~a C V.~
1

C..Nd..i

Ilomesteadlfarrnstead exclusion

• Amount of exclusiondependson amountof
gaming revenueavailableto district,
additional incometaxes,andnumberof

eligible propertiesin district

• Distsicts mustadoptresolution

implementingexclusionno laterthan last
day of fiscal year

o C’C P,.~.,,h.*J.~d.,,J O~.,*~

Sterling Act tax credits

• 1)istricts whoseresidentswork in City of
Philadelphiaandwhich levy at) incometax
areeligible to receiveSterling Taxcredits

• Unclearif receiptof creditsis dependenton
whetheror not district opts into act

CC”J ~
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The Nuts andBolts of Act 72

Sterling Act tax credits

Eligible districtsmustreportestimated
amountof creditspayableto them by

Dec. 15, 2004 andby Dec. 15 of everyyear
after

• Funding frotn PropertyTax ReliefFund

I,

Tax Structure Options

~sba ,~t.2* S,t.~O,.,d, 20

Glossaryof terms

• “FIT” — Earnedincomeandnetprofits tax;
typically leviedon individual wagesor
salary

• “PIT” — Personalincome tax; leviedon all
sourcesof income,including stocks,
dividends,interest,etc.

• Neithertax can be leviedon pensionsor
SocialSecuritypayments

cC~P ~ S.C O,.~thA,,,4.~C.,

© CopyrightPennsylvaniaSchoolsBoardsAssociation2004 7



TheNuts andBolts of Act 72

Glossary of terms

• “Stategamingallocations”— Also referred
to asPropertyTax ReductionAllocations

- (PTRA). Thesearepaymentsmadeto
schooldistricts from revenuesderivedfrom

34% statetax on gamingrevenues.They
can only be usedto reducepropertytaxes.

0 ~ 22

Glossaryof terms

• “Qualifying local contribution” — The
contribution adistrict mustmaketo become

eligible to receivegaming allocations.
Contribution can be madeby adopting one
of severaltaxoptions.Oncemade,subjects
district to act’sprovisionsrequiringback-
endreferendumandearlyadoptionof
preliminary budgets

~st~á 23

Tax structure options
• Options for qualifying for stategaming

allocations:

— Adopt resolutionto implement0.1%EIT by
May 30, 2005 - Option I

— Donot implement resolutionbut bold front-end
referendumin fall 2005-Option 2
Different provisionsfor districtsthat do not
currently levy EIT - Option 3

• Do nothing andrefusestategaming
allocations- Options4 & 4A

p~ba C ~ 52.4 O..-d. A~...5.,L_
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The Nuts andBolts of Act 72

Tax structure option 1
Boardadoptsthe resolutionfor 0.1%EIT by

- May 30, 2005:
— May hold a November2005 referendumto increase

Eli or to convertto aPIT to generaterevenuesfor
additionalpropertytax relief

— Must comply with earlybudgetadoptionguidelines,
beginningwith 2006-07

— Subjectto back-endreferendumprovisionsbeginning
in spring2006. if indexexceeded

C— r..,.sC* S2..~B.~d.&~.t.d..

Tax structure option 1
Boardadoptsthe resolutionfor 0.1% EIT by ____________________

May 30, 2005:

— RequiredNovember2007 referendum
CouvertEli to PIT, if desiredby schoolboard

• Must provideat leasthalfof maximumallowable
homesteadexclusion

• If ignored,loseeligibility for gamingallocationsuntil ____________________________
referendumis heldin subsequentyear at generalor
municipal election

C 505~ •..05. 26

rFax structure option 2 _____________________________________

Boarddoesnot adoptaresolutionfor the 0.1% _____________________________________________________
EIT, but wantsto becomeeligible to acceptstate

gamingallocations: _____________________________________________________________________

— Must hold a November2005 referendum
— Regardlessof outcome,this actionguarantees

disrrict will beeligible to receivegamingallocations
for property tax reduction

j~sba ‘~ ,.0oh..~.S.C*.’ COM. ~
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TheNuts andBolts of Act 72

Boarddoesnot adoptaresolutionfor the0.1%
EIT, but wantsto acceptstategaming

allocations:

RequiredNovember2005 referendum
• If passes,district is deemedto havemade its

qualifying local contributionandbecomes
eligible for stategamingallocations

• If fails, requiredto impose0.1%EIT, which
makesdistricteligible for stategaming
allocations.Minimum tax raterequestmusthe
0.1%

psba

Board doesnot adoptaresolutionfor the 0.1%
EIT, but wantsto acceptstategaining

allocations:

• Eli only, no conversionto PIT allowed

• Regardlessof outcome,district mustcomply
with back-endreferendumrequirementsand
proceduresfor theearly adoptionof

preliminarybudget

0505 05000.5. 0.0*5 ~

District doesnot adopta resolutionfor the
0.1%EIT, but wantsto acceptstategaining

allocations:

RequiredNovember2007 referendum
• ConvertEIT to PIT, if desired
• Must provideat leasthalfof maximum

allowableexemption
• If ignored,loseeligibility for gaming

allocations,until referendumis heldin
subsequentyearat generalor mutticipal
electionthat providesprescribedlevel of
propertytax relief

o oo~£00.0
0

C~,b06C.•*S. .~.
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TheNuts andBolts of Act 72

Tax structure option 3
l3oardwantsto qualify for stategamingfunds,but does

notcurrentlylevy anEli: ________________________
• May adopt0.1%resolutionormay:
• Adopt resolutionby May 30, 2005 proposing

November2007 referendum.In eithercasedistrict
must:

— Comply with earlybudgetadoptionguidelines,beginning
2006-07

— Subjectitself to back-endreferendumprovisions
beginningin May2006, if index exceeded

• Adoption of the OJ% resolutionmakesdistrict eligible
for SterlingTax credits

Board wants to qualify for stategaming funds
but doesnotcurrently levy an EI~r:

• Must proposea front-endreferendum in
November2007 that allowsfor at least50%of
maximumallowabletax relief -

• If questionis not approved,district mustenact
0.1%minimum qualifying local contributionto _____________________________________________________
maintaineligibility to receive gamingallocations

• If referendumfails anddistrict doesnot enact ____________________________________________________________
resolution,it may still besubjectto back-end
referendumrequirements

• 505 52

r[ax structure options 4 & 4A

Board doesnothingand choosesnot to acceptstate

gaming allocations:

-- tnterpretatioii# 4 - Stay in currenttax system;

nevercanopt into Act 72 ________________________________________________________
— Interpretation# 4A — District canopt to hold front-end

referendumin November2007or after that providesat ________________________________________________________
!c45t50%of maximumallowabletax relief using local
fundsonly ____________________________________________________________

p~ba 0S*5F.00
5

00â.S.0*5C5050*4005
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TheNuts andBoltsof Act 72

Questionsand Answers ____________

p~sba 0505 P55.00.5.0,0*5•..5.t A,55t2.*

Front-end referendum

•50•P55•5h.550.0*4C50t5554.d0 S

Glossary of terms
• “Front-end referendum”— A referendum,

usually held at thefall election, to ask
votersif they want to increasean EIT or
convertanFIT to a PIT in orderto generate

additional revenuesto increasethe level of

property tax relief

• “Municipal election” — The electionheld in
the fall of at) odd-numberedyear

0255 P00,t.*5. 6,0.54B,.,.L, ~
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The Nuts andBolts of Act 72

Front-end referendum
• With oneexception,only can bedoneata

municipal election

• Prior to holding front-endreferendum,
boardmustgive noticeof intent, adopt
resolution andcondttctat leastone public

hearing

p~aa P~,5f..2. •..,t

Front-end referendum
• Questioti mustbe submittedto countyboard

of electionsno later than 60 daysprior to
election

• Questionsmust state:
— Rateof Eli or PIT to be levied
— Reasonfor tax
— Estimatedper homesteadtax reduction
— Currentrateof Eli or I’lT leviedby district

psbri 0005 £00,k.5.S.%5dC5.,t600405 38

Effective dates for new taxes

• The 0.1%ElI implementedby board

resolution bccotrteseffectiveon first dayof
fiscal yearwhen district receivesgatning

allocation

• A tax approvedat front-endreferendum
becomeseffectiveon first dayof next fiscal
yearfollowing authorization

peba 0055 P0000.5.S,0.,58,.,t k,.*6C5
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The Nuts andBoltsof Act 72

Disposition of tax revenue

• The0.1% tax
— In yearof implementation,all revenue

generatedmustbeusedto reducepropertytaxes

— In subsequentyears,districtsmustuserevenue
to maintainamountof revenuegeneratedspent
on propertytaxreliefestablishedin yearof
implementation.Remainingrevenuecanbe
usedfor district operations

02554 P0•~0•4404~~I•_t 45.5515*

Disposition of tax revenue
• Taxes approvedthroughfront-end referendutn:

— District can retain2% of anticipatedrevenuesfor
district operations;mustadjustexemptionlevels
accordingly

— Notwithstanding,in yearof implementationmustuse
all revenuesto reducepropertytaxes

— Not sure this appliesto taxesapprovedin November
2005, if district hadnot previouslyapproveda
resolutionto implementft 1% FIT

psba 02551 2404COSt. &,556.6,~ 42

Disposition of tax revenue

• Taxesapprovedthroughfront-end
referendum:

— In subsequentyears,districtsmust userevettue
to maintainamountspenton propertytax relief
establishedin yearof implementation.
Remainingrevenuecanbeusedfor district
operations

— 000P00~.0,~C55*0,,,,15~0*

© CopyrightPennsylvaniaSchoolsBoardsAssociation2004 14



TheNuts andBolts of Act 72

Dispositionof tax revenue

Districts that collect or anticipatecollecting
revenuethat would provide for morethan
themaximumallowable homestead
exclusionmnustuseexcessto reduceincome
taxenactedunder this act

02551P~,.q0..51.0,t.o1C~.t105.15*

Preliminary Budget
Adoption Guidelines

&
Back-endreferendum

0005 P
5.

.5005.*0.t.*5 4505. 025.1.6.5

Preliminarybudgetadoption
requirements

• Apply only 10 districts that are eligible to
receivest;ttegaining allocations

• Beginwith adoptionof 2006-07prelimimtary
budget

• Must be madeavailablefor public
inspectionat least20 daysprior to adoption

• Must give noticeof intent to adoptat least

10daysprior to adoption

j~ssba 00426 £.OS,0~0,2.ss1C..,.04”55C2** 43
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TheNuts andBolts of Act 72

Preliminary budgetadoption
requirements

• Must be adoptedno laterthan 90 daysprior
to electionitnmediately precedingstartof

thefiscal year

• District mayopt to hold public hearing

• — P55~0_54.0,0•4 46

Notice of proposed tax increases

• If preliminary bttdgetcontainsan increase
in any tax, informationon increasemustbe
subtnittedto PDEno laterthan85 days
beforeelection

• PDE will determinewhetherincreaseis

below index within 10 daysof receipt,but
no later than 75 daysprior to election

0001 £0020.55.S,t554C.5,t 10.515215.

Back-endreferendum
requirements

• Apply only to districts that areeligible to
receivestategamingallocations _____________________________________________________

• Begin with the adoptionof 2006-2007

budget(i.e.January2006)

• Beginningdatenot subjectto availability of
stategaining allocations

02554 P.50y0
40

S.*...lCoS.015.,4.lC,
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TheNuts andBolts of Act 72

Back-end referendum
requirements

• Districtscannotraiserateof anytaxabove
indexwithout receivingvoterapproval

Districtscannotimposea tax theydo not
currently levy without receivingvoter
approval

0504P55.1055h06.5510.55tAt5.4.

Back-endreferendum
requirements

• Index calculation:
— indexis averageof two percentages

— Percentageincreasein StatewideAverage
WeeklyWage(SAWW)

— Percentageincreasein EmploymentCost
Index (ECI) for elementaryandsecondary
schools

0001 P0000.520,0*54 4,,.0410

Back-endreferendum
requirements

• Index calculation:

— Districtsthat haveaid ratiogreaterthan0.400
receiveadditionalrelief in indexcalculation:

— District aid ratio -F 075, thenmultiply sumby
index

• Index calculatedeveryAug. 15 and

publishedin PA Bulletin by Sept. 1

02501 P~..Th..J.0,15044,015.S.5,,1540 SI
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TheNuts andBolts of Act 72

Back-end referendum
requirements

• Questionmustbe submittedto Boardof
Electionsof eachcounty in which district is
locatedno laterthan 60 daysbeforeelection

• Questionmust includeproposedtax and
rateat whichit will be levied

025 P50l,0.5MS,1551C5510554455 52

Back-end referendum
requirements

• Questionmustbeaccompaniedby nonlegal,
interpretivestatementto bedevelopedin
consultationwith county officials

• Statementmust include:

— Informationthat referencesitemsof
expenditurefor which increaseis beingsought

— Consequencesof referendumbeing
disapprovedby electorate

— .- S 5,

Back-end referendum
requirements

• If questionfails to receive a majority vote:

— District can raisetaxesup to indexamount

— District cannotimplementnew tax

C0540,55,.I.550,t.*5b01,&0555126155

© CopyrightPennsylvaniaSchoolsBoardsAssociation2004 18



The Nuts andBolts of Act 72

Back-end referendum exceptions

Districtscan seekan exceptionto raise

taxes beyondthe index without voter

approvalif

-- A districtcannotbalanceits budgetbecauseof
an increasein certainline itemsspelledout in

theexceptions

— The revenuegeneratedby exceptionwill be
usedto pay for it

00155 P~., ~ 4.5.0*5555455 55

Back-end referendum exceptions

• Costsincurred in respondingto declared
emergencyor disaster

• Coststo implement court orderor
administrativeorder from stateor fedcrtI
agency

Cr5510555260.04.0,6..1 454.15*5.0,5 56

Back-end referendum exceptions

• Costsincurred in paymentof interestand

principal on indebtednesslegally incurred
prior to effectivedate of section

• Costsincurred in paymentof interestand
principal on anyelectoraldebt

— 025540s,oS.,4.0,1.slRS,.tSSOsS*
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The Nuts andBolts of Act 72

Back-end referendum exceptions

Costs incurredto payinterestandprincipal
on indebtednessfor up to 60%of the
constructioncostaveragepersquarefoot
— $128/squarefoot for elementaryschools

— $133/squarefoot for secondaryschools
— Dependenton severalfactors:

Construction factors

• Indebtednessis for projectacceptableunderstate
regulations

• Indebtednessto fund appropriatedebtserviceis
incurredaftereffectivedateof section

• Indebtednessis incurredonly afterexisting fund
balancesfor schoolconstructionandany
undesignatedfund balanceshavebeenfully
committedto fund project

321 02555 P50.70.* S.~tCOSt 455555*

Construction factors

• Indebtednessis for academicschool

building

— Excludesnatatoriums,stadiumbleachers,
athleticfields, athleticfield lighting equipment,
apparatususedto promoteand conduct
interscholasticathletics

• Indebtednessis for projectthathas been

approvedby PDE

— 0054 £ss,Syh.54.0455~4.55*6001.6,.
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TheNuts andBolts of Act 72

Back-end referendum exceptions

• Costs incurredin paymentof interestand
principal on indebtednessfor up to

$250,000of constructioncostof
nonacademicschoolconstructionproject, as
adjustedby index -

• Costs incurredin respondingto conditions
thatposean immediatethreatof dangerto
students,staffor residents

00154 P.~s.yK.54S,804C5..*655.55* 6

Back-endreferendum exceptions

• Costs incurredin providing special
educationprogramsandservices,if increase. -

in expendituresis greaterthan 10%over
previousyear
-. Dollar amountof exceptionmustequalportion

of increasethat exceeds10%

• Costsincurredin implementationof a
schoolimprovementplan requiredby
NCLB that arenot offsetby statefunds

1
jslaa 000*t55505h55.S5t*5C55t6S55655’SS 62

Back-end referendum exceptions

• Costsnecessaryto maintain per-student
local taxrevenuefor growingdistricts

— Canuserateof enrollmnentgrowthor growth in
actual instructionalexpense’averagedaily
membership

• To mnaintain total revenuegrowth
commensuratewith index

p~ba 0005£.,5260.s466.0*4B,.,*1.55.1.45*
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TheNuts andBolts of Act 72

Back-endreferendum exceptions

• Costsincurredfor increasesin health-care
benefitsthat areattributableto aCBA in ______________________
effecton effectivedateof section

• PSERSpaymentsthatexceedpreviousyear
commitmentsby 7.5%
— Dollar amountof exceptionmustequal portion

of increasethatexceeds7.5%

0055 P....5,054.0*.54C..,45As.s1.51_ *

Back-end referendum exceptions:
Application process - _______________________________________

• All exceptionsto back-endreferendum

requireapplicationandapprovalfrom __________________________________________________
either:
— Court of CommonPleas,or __________________________________________________
- PDE

0054 055.5550554.0,104C..5456*.50.4._ 65

Back-end referendum exceptions:
Court petition process

• Courtapprovalneededfor:
— Staleof emergencyornatural disasterdeclared

by governor

— Courtoradministrativeorderfrom stateor
federal agency

— Immediatethreatof seriousphysicalharm _________________________________________________________________

o 11555 P.s.s.,6.5d.6.054C55* 55,~* 66
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TheNuts andBoltsof Act 72

Back-end referendum exceptions:
Court petition process

• Application mustbe madeto court in
county wheredistrict’s administrative _____________________
offices are located

• Must petitioncourtno laterthan 75 days
prior to election

psbà O15,4P5*55~0*6,~C555555*_*51.5

Back-endreferendum exceptions:
Court petition process

• Must advertiseintent to seekexceptionone

week prior to filing petition in newspaper
and on district Web site

• Must issuefollow-up noticestating date,

time and placeof hearing,usingsame

medi a

psba 02544P.s*.~6.04.0.0,51•s~
4

.455,1_U 68

Back-endreferendumexceptions:
Court petition process

• Atty residentor taxpayerhasstandingto file
written objectionsto district’s petition

• District tnust proveby clear and

convincingevidence:
— That it qualifies for exceptionsought

-- Anticipateddollar amountof expenditurefor
eachexceptionsought

C05’5Pss*~56.54.6~tss5850&6s5.1_d5 09

59 .5
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The Nuts andBolts of Act 72

Back-endreferendumexceptions:
Court petition process

• Court mustinform district of its decisionno
laterthan55 daysprior to election

• Courtdeterminesdollar amount,tax rate

and durationof additional levy

0C5*P.s5.5~0*Ss0*54S..,t6*54.4.

Back-endreferendum exceptions:
Court petition process

• If petition is denied,district can submit

back-endquestionto county,but mustdo so _____________________
no later than50 daysprior to election
(exceptionto the60-day rule)

• Act doesnot clearlyprovide tinieframefor
appeal

• Still can raise taxestip to index amount

05555055526054.6,05040,.s5.45,55*5* II

Back-endreferendum exceptions:
PDE application process ____________________________________

• PDE approval

— All debtexceptions

— Increasein special educationexpenditures

— Costsfor implementingNCLB improvement
plan

0555400096.51.6.6s048,.stl....1..is.
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Back-end referendum exceptions:
PDE application process ________________

• PDE approval

—- Per-studentrevenuegrowth(growing districts)

— Maintenanceof total revenuegrowth

— PSERSincreases

015*5 Fs.ss.
55

0.sJ.0,0551R~,t 5550.5*..

flack-end referendum exceptions:
PDE application process

• Must advertiseintent to seekexceptionone
weekprior to filing applicationin _____________________________________________________

newspaperandon district Web site

• Must issuefollow-up noticestatingdate,
time andplaceof hearing,bitt only if one is

scheduled

p53~323 0554 P55.250.51.01655455.45. 4550*55 1

Back-endreferendum exceptions:
PDE application process

• With someexceptions,PDEwill baseits

decisionson datafrom mostrecentyearin _____________________________________________________

which annual financial reportshavebeen
receivedfrom all districts ________________________________________________________

• PDE will identify pertinentyearto all
districts no laterthan 30 daysprior to
deadlineto display preliminarybudgets

0055l8ss55yh..51.0.t5slC504s6S5l.555* 70

_ .9© CopyrlghtPennsylvanIaSchoolsBoardsAssociation2004 25



The Nuts andBolts of Act 72

Back-endreferendum exceptions:
FDE application process ________________

• PDE mustapproveif:
— Reviewof datademonstratesdistrict qualifies

for exception
— Exceptedexpenditurepreventsdistrict from ________________________

balancingitsbudgetwithin index

0005P..s.,l5554S5l*54C,.5d~1055451_* 76

Back-end referendum exceptions:
PDE application process ___________________

• PDE must inform districtsof its decision-no
later than55 daysprior to election -

• PDE determinesdollarvalue andtax rate

— 00050,5500.54.0,05505,5.0.5.51.0..

Back-end referendum exceptions:
PDE application process

• If applicationis denied,district can subtnit
back-endreferendumquestionto county,
but mustdo so no laterthan 50 daysprior to
election(exceptiortto 60-dayrule)

• Act doesnot clearly provide timneframefor

appeal

• Still can raisetaxesup to indexamount

05555ts..s.,0.51.0,0s54C..54.4556.105
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The Nuts andBolts of Act 72

Back-end referendum:
Miscellaneous

• Public fundscannot:

— Beusedto urgeindividuals to vote acertain
way on referendumquestion

— Be appropriatedfor political orcampaign
purposes

02554 05.5556~54.6.05.5C.04,4s.415.s._

Back-endreferendum:
miscellaneous

• Public funds can beusedto disseminate

factual information aboutreferemmdumn
question

• ‘Public funds” are any fundsappropriated

by GeneralAssembly or political

subdivision

psba C554I5~s76.ss.0,*Cs,t4.5s1.l1s. 46

StateGamingAllocations

015*4 P.s.s.h.4.6,1.510o..06.4s1.45. RI
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State gaming allocations

• No allocationsuntil $900 million available
— $500 million in distributionfund

— $400 million in reservefund

j~~E *2

Stategamingallocations

• First yearfor allocation likely 2006, but

stay tuned!

• 0.1%EIT takeseffectfirst dayof fiscal year
in which allocationis made

• Back-endreferendumcan takeplacebefore
aimy gaining allocationsaremade

-— 05*5055500.545055551B5.555555,,0* 85

Stategamingallocations

• By April 15, certification of amountin
fundsmust be made

• By April 20, PDE notified whetheror not
therewill beallocationfor theyear

• By May I, districts informed of amount of
allocation

• 1-Iomesteadlfarmnsteadexclusionmust be set
by eachschooldistrict by June30

0415111955545*045.1R...t ~ *

.5
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Stategaming allocations

• Factorstakeninto accountfor the
distributionof stategaming funds include:

— Personalincome/ADM

— Aid ratio
— Numberof equalizedmills

— Schooltax ratio

fasIsa

Stategaming allocations

- Currentprintoutsarenot accurate

• AllocationswilIbe distributedalongwith
first two subsidy-paymentsof year(Aumgust

andOctober)

• Formulafor distribution will be calculated
only once

0 1555 Pss..
5

0.Ms0,055405.5,00555.1.6.., *6

OtherAct 72 Issues

-— 055505.590.54.111b..1*5.5*A44515~k.
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Act 72 potpourri

• Tax register— July 15 deadline

• Tax bills andnotices

• Out-of-statetax credits

- Act 50 districts

• Act 24 EIT vs.PIT

• Reassessmentlimits

• 1555*0.55.5,0.55.0,05405.455555550.5..

Tax register

• Districts mustfurnish information to I)CED
for inclusionin statewidetax register

• Informationmustinclude new tax

enactments,repealsandchanges

• Deadlinefor filing July 15

— Informationfiled latewill not be included in
register;employerswill not be requiredto
collect any tax not included in register

055555050050*045.5.4*50450.5*51.555* *9

Tax bills and notice

• Tax bills:

— Must itemizehomesteadlfarmsteadexclusion
— Must indicateoriginal amount of tax liability
— Must indicate amountof exclusionandamount

dueafterexclusionis applied

C 1*5Psss~l..s..1,5*5405.54.05**
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Tax bills and notice

• Tax notice:

— Must be includedwith tax bill ____________________________________________________________

— Must statethatbill includeshomesteador
farmsteadexclusion ____________________________________________________________

• Notice must,at a minimum, takefollowing

form:

P~?a 00550.55545.54.050.54
05~

t*55,0.11.. 5I

Tax bills andnotice

“Your enclosedtax bill includesatax reductionfor
your homesteadand/orI~irmsteadproperty.As an . . -

eligiblehomesteadand/orfarmsteadproperty
owner,you havereceivedpropertytax relief
througha homesteadand/orfarmsteadexclusion,
which hasbeenprovidedunderthe Iionieowner
Tax ReliefAct, a law passedby time PA General
Assemblydesignedto reduceyourproperly
taxes”

P~ba C95*0555’0*0~0554•5045A~0.05* 92

0ut~of-statetax credits

• P:tymentof income tax to anotherstateor
mttnicipality located in anotherstatecannot ______________________________________________________________________
he credited againstpaymentof any tax

authorizedtinderAct 72 _________________________________________________________________

psba 0Il55055556~.0,~85.54.15550.d.5

© CopyrightPennsylvaniaSchoolsBoardsAssociation2004 31



TheNuts andBolts of Act 72

Act 50 districts

• Districts thathaveimplementedprovisions
of Act 50 canbecomeeligible for gaming
allocationsby adoptingresolutioncalling
for 0.1%increasein EIT

• EIT underAct 50 mustbe convertedto an
EIT underAct 72

• Districts can no longeropt in to Act 50

015*405,55,0.54.65054*50,0115554.505

Act 24 EIT vs. PIT

* If district convertsEIT to aP11’, no longer
canadoptprovisionsof Act 24 of 2001

• No district canadoptAct 24 in 2007

psba 0155505.590*0.K.54850*A5*51..

Reassessmentlimits

• The implementationof assessmnentlitnits
increasesin property tax rateto prior year’s
index

• Also applies to changein ratio

• Doesnotapply to new construction

Will needhack-endreferendumfor
increasesaboveallowable limits

055*5 1955501..54.1.1554 B504. *55550*1.55 96
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Immediate deadlines

• Lastday to incurdebtundercap — Sept.2,
2004 (Differing interpretations)

Effectivedateof act — Sept.3, 2004

• First noticeto homeowners— postmarked

by Oct. 16, 2004

05555 055sII.54.04554 •5.~***.sS.U

Immediate deadlines

• Submissionof estimateof qualifying
contribution — Dcc. 15, 2004

Submissionof estimatesof SterlingTax

credits(only for districts that levy an
incomnetax) — Dec. 15, 2004

• Secondnoticeto homeowners— postmarked

by Dec. 31,2004

0155*Pss~0.04.6,t554*..,th*55.,Ü*..

PSBA Act 72 resources

• PSBAweb page

— Copy of theAct

— PSBA Act72 newsletters

— Links to EDE, PASA, PASBOamid others

— Questionsandanswers

— Statusof court challenges

— Othernewsandupdates

— Upcomingseminars

05555 I00,h.51.050554B504.*55I.*...
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0*55 P5.5905.4.0.t.54*5..t0..s4.. 400

Questionsand Answers

Pennsylvania School Boards Association

(800)932-0588 www.psba.org

Leadership Service’~ Advocacy
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