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Homeowner Property
Tax ReliefAct

APAS8O#PflSAW~b~

Preparing for Referendum:
An Overview Of The New
Property Tax Legislation
And State Budget Recap

July 27 and August 3, 2004

Homeowner Tax ReliefAct
Major ProvisionsofAct 72-2004

~ SchoolProperlj Tax Relief—PartI

~ StateFunding/LocalTax Effort

~ HomesteadCredits

• Front End Referendum

HomeownerTax ReliefAct
Major Provisions of Act 72-2004

• SchoolPropeI?)i Tax Restrictions—PartII

• Index

a BackEnd Referendum& BudgetAdoption

• Exceptionsto BackEnd Referendum

• Reassessment
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HomeownerTax ReliefAct
Major ProvisionsofAct 72-2004

• ReportingandOtherImplementationMandates—Part

III

a HomesteadNotices

• SterlingAct Credit Filing

a AnnualPropertyTax IncreaseSubmission

HomeownerTax ReliefAct
Major ProvisionsofAct 72-2004

• SpecialProviiionsfor Phiiadei~/thiaandsuburban

counties—PartIV

• WageTax Relief

• SterlingAct Credit Rebate

• PhiladelphiaPropertyTax Rebates

Homeowner Tax ReliefAct
Major Provisionsof Act 72-2004

a ImmediateConsiderations—PartV

a Effective Date = 60 daysfromJuly 5 (on or

aboutSeptember3)

• Debt Exception

• HomesteadMailing_Oct 18/Dec. 30

• EIT RevenueProiecuons—Dec.15

• SterlingAct Credit Filing—Dec 15

2



HomeownerTax ReliefAct

....

• LongerTermConsiderations—PartVi

• Is theOption ReallyanOption?

• PropertyTaxationPattern

• EarnedIncomeTax v. PersonalIncomeTax

• CommunityDiscussions

• Tax Collection

State Funding/Local Tax Effort

a StateFunding

a
34

% of Slots Revenue

• PropertyTax Relief Fund

• 14 licenses(12 at $50 million)

• Whenthe Fund accumulates$900 million
districtswill receivea mimmum of $500million
for homesteadcredits if. -.

State Funding/Local Tax Effort

a The district imposesa O.1%EarnedIncomeTax

by resolutionof the schoolboardby May 30

• Exceptionfor districtsnot levying the EIT asof

May 30 of the yearin which the Budget

Secretarycertifies revenues

• Section 331(B) page66, line 27

• Certificatsonof availablefunds by Budget
Secretaryis April 15 annually,beginning2005
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Warning

• When increasingyour
EIT in the middleof a

calendaryearyou need
to considerseveral

factors thatwill impact

cashflow for theEIT

increase...

Collection Issues

• Employerslocated

outsideof thedistricts
arenot mandatedto

collect from employees

• Employersmaynot

timely change

withholding rates

• Thecollecnonprocess

may havea 6 monthor

longerdragso an

increasefrom 5% ~o
may not producea 20%

increasein cashflow in
the first fiscal year.

Creditsfor Out-of-StateWorkers

• “Payment of any tax on income to any state

other than Pennsylvaniaor to any political

subdivision located outsideof the boundariesof

this Commonwealth,by a resident of a school

district located in this Commonwealth, shall not

be credited to and allowed as a deduction. - -for

any income taximposedby the school district of

residencepursuant to this chapter.”

• Seesection323(B)page63, line l8
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StateFunding Formula

• Unchanged in Act 72 from recent versions of

SB 100 and HB 113

• Four Components

• New and Different Compared to Other Funding

Formulas

• “Interesting” Impact

• Section 505, page 93, line 21

Formula Components

• Property Tax Reduction Index

• Array the following dataandassignanumerical
tanking

• 2002 PersonalIncome/03-04ADM

• 04-05MV-PI Aid Ratio

• 02-03 EqualizedMills

• 02-03SchoolTax Ratio

• Schooltaxes/personalincome

Formula Components

• 2002PersonalIncome/03-04ADM

• Lowestproductgetshighest ranki.e.501

• Highestproductget lowestranki.e. I

• Example:
• P1 of $100 million ADM of 2,000 = 50,000

a PI of $100 million ADM of2,500 = 40,000

• P1 of $200 million ADM of2,000 = 100,000

a You maximizeyour distrihutionwith low PT and
high A1)M
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Formula Components

• 04-05MV-PI Aid Ratio

a 02-03EqualizedMills

• 02-03SchoolTax Ratio

• 1-ugliestin eachcategotygetshighestrank

• Lowestgetslowest rank

• Higher aid ratios,equalizedmills and tax ratio gets

you more “ponirs”

Formula Components

• The poorer school districts and school

districtswith higher localtaxesgethigher
ranking.

• A higher rank means that school districts will

getmore funding.

• The four numerical rankings for each school
district are added and the sum is divided by

1000 to produceits PropertyTax Reduction
Index.

Formula Components

a The PropertyTax ReductionIndex is then
multiplied by thedistrict ADM

a That figure is multiplied by a dollarvalue
thatwill drive out all of the funds available
for property tax reduction,subjectto a
minimum amountof 15 percent of the
residentialproperty taxesanda maximum
amount of 50 percent.

• Floor and ceilingarein the definitions
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HomesteadCredits

• Revenuesfrom new EIT plus statefunding
(includingSterlingAct credit payments)=

amount available for homestead credits

• Other than
2

% transition year allowance, dollar

for dollar reduction

• The credit is a reduction in assessed value that is

uniform throughoutthedistrict

• Every eligible propertyowner will receive the

samecredit without regardto propertyvalue.

2001 REAL ESTATE TAXNXTTCE FOSS CENTAXE DAUPHIN SCHIOOL DISTRICT

2001 l2~I
rRX~50A

352-5555 ~~~i~01KRFKATI0IIN02 35 027 378

dyl __________

05.20 [ l8~fl458~50O ~J~MR1I800850301

Maximum HomesteadExclusion

a Authorizelocal taxing authorities to
exclude from taxation an amount
based on the assessed value of
homestead property. The exclusions
~prize~yjhiscl~5Jseshallaot
exceed one-half of the median
assessed value of all homestead
property within a local taxing
urisdiction. A local taxin authorit
may not increase the mil age rate of its
tax on real property to pay for these
exclusions. . .

StateConstitutionArticle VIII, Section 2
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How Much Is the Credit?

• Combine your 0.1% EIT + additional ELF or PIT

• StateFunding(includingwagetaxcredits) =

• TotalAvailable for HomesteadCredits

• District calculated

• Final notification from county assessoron May 1
on the number of eligible applicants

Front End Referendum

• Wisen?

• NovemberElection

• Earliestpossibledateis November2005 ~d~un4ing-on
Aptil-1-5

5
-200.5-ecttificationbySecretaryoLBwdges)—

clearlyoptional
• Seet,on332 ~D.i), page70, line 27

• Next “option” is November2007

• Section 332 (ti) page71, i,nc Ii

• New tax in effect for first day of fiscal yearin which
statefunds arereceived

Front End Referendum

• What is the rate?

• Not specified in 2005

• Very specific for 2007

a Minimum nat—ateto allow 5O°/oof the maximum
Isomesteadexclusion

• Maximum is a rareto allow the maximum

homesteadexclusion
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Front End Referendum

• What?

• Additional EIT to produce more revenue for

homesteadcredits to further reduceresidential
property taxes

a Convert EIT to PIT to producemore revenue

for homesteadcredits to further reduce

residentialproperty taxes

Differences‘05 and ‘07

• Theminimum rate for
the 2007 ballot question
shall besufficient to

establisha homestead

creditof 50%of the

maximum underthe

Consntunon

• Thereisno minimum

rate specifiedfor rhe
2005 primaryvote

a The2007 ballot

questionis “shall”

unlessthe district is

alreadyat the maximum

homesteadcreditbut...

a The2005 referendumis

clearlyoptional

Sanctions

• A board of schooldirectorswhich doesnot
proposea 2007 front endreferendumshall be
ineligible to receivea propertytax reduction
allocation

• Section 332 (E) page71, line 14

• Front EndFailure?
a Imposethe 0.1°/uEll’ to maintaineligibility

• For ‘07 see section331 (B)(1), page67, line I

• For ‘05 see seCiilin 331 (l).1)(1), page71, line 5°°°
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The Ballot Questions

Do you favor imposingan additionalX%

(Earned Income and Net Profits Taxes). The
revenue generated from the increased tax rate

will be used to reduce taxes on qualified

residential property by an estimated amount

of $Y. The current (EarnedIncomeandNet

Profits Taxes)for theschooldistrict is Z%?

The Ballot Questions

Do you favor converting the school district’s
currentEarnedIncomeand NetProfits Tax
into a PersonalIncomeTax atX%. The
revenue generated from the Personal Income
Tax will beusedto reducetaxeson qualified
residentialproperty by anestimatedamountof
$Y andto replacetherevenuefrom thecurrent
schooldistrict’s EarnedIncomeand Net
ProfitsTax which is now levied at Z%.

HomeownerTax ReliefAct
Major ProvisionsofAct 72-2004

• SchoolProper~’yTax Restrictioes—Part11

• Index

• BackEndReferendum& BudgetAdoption

• Exceptionsto BackEnd Referendum

a Reassessment
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What is the Index?
a Average

• StatewideAverageWeeklyWage
— PA DepartmentofLaborand Industry

• Tracks compensationpaidby employers

• Employment Cost Index (for Elementaryand

SecondarySchools)
• uSDepartmentofLabor,Bureauof LaborStatistics

• Tracks employerlaborcostsfor specific seciors

• Modified for SD’s with > .4000AR

• Multiply index lay .75plus MV/PI AR times 100

• Section 301—.-page53, line 23

Weighting of IndeX by AR

~iL~_li~ L~_J7~ °‘~‘ I
T<LP~°’ L_i’B~I ~

SAWW/E~IIndex History

~jf:v —~+: ~H I
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Back End Referendum

• When?

• Will-epply-to-tlae4itstbudget~aidepter1-fot-a-fise

which-state-property-tareduetion-furnls-ate-re~

• Implementationdateis the 2006-07fiscal year

• 2006-OlJanigeior2007-08budget?

• Section 333, (A)(2), page73, use 27

a Submittedtcs thecounty60 daysprior to tlsc the

pnmary

When Are the Primaries?

• Third ‘luesdayin May

• May 19, 1998

• May 18, 1999

• May 15, 2001

• May21, 2002

• May 20, 2003

a May 17, 2005

• Exceptfor Presidential

ElectionYeats

• Ftaurth‘l’uesday us April

• April 27, 2004

• April 4, 2000°

Back End Referendum

• What?

a Increasetherateof a tax by moretiTan the index

• For multiple countyschooldistricts theindex is

applied to eachseparaterate that is levied

• Who?

• Districts that have taken action to claim State

property tax relief funds wsth an EIT of O.l%

a Section 333 (A)(1), page 73, line 24
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Back End Referendumand
Budget Adoption

a SepteosberI index publishedlay PI)E

• September30 budgetcalendarfrom PDE
Preliminarybudget90 daysprior to the primary

a Publicinspection20 dayspnor and ten daysnotice
prior to acbsption

• May I notice of propertytax reductionallocation

• Finalbudgetby end of fiscal year

• Staretevenues-.-—firstweekits Februaryestimatedin
Governor’sbudgetaddress

ReferendumExceptions—lO

• Section 333(F’), page 77 line 1

• Emergencies

• Court/administrativeorders(stateor federal)

• Prtticspaland intereston debt

Principal and Interest Exception

a Existingdebtis notsub
1

ectto back-end(prior to

the effective date)

a For “new” debt

a inI.lchtcdlnessfor 60’Vo of the constructioncost for

elementary,cappedat $128 persq. ft., and
secondary,cappedat $133 persq. ft., buildings after
tlsc effccnvedateof the act.
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Principal and Interest Exception

• Existingundesigtiatedfund balancesand

constructionreservesare“fully conmitted”

• Fornon-academicfacilities e.g. athletic facilities

principalandinterestis limited to $250,000
constructioncosts

a PlanCon A amendmentdeleted

ReferendumExceptions

• immediatethreatof seriousphysicalharm

a Specialeducationcostincreasesthat exceedl0%
from previousyear

• Costsfor school improvementplan
implementation(net)

a Maintenanceof per studentlocal tax revenue
adjustedby the index if >

7
.
5

% over three
yearsor maintenanceof the AlE perAI)M if
less than theindex

ReferendumExceptions

• Maintenanceof revenuesfrom realestate,
incometaxes,basicandspecialeducation
funding basedon theindex

• Healthcarecost increasestindera current

collective bargainingagreement

• PSERSpaymentsif theincreasein theemployer
shareis > 7.5%
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Court Approval

• Someexceptionsrequireapprovalby theCourt
of CommonPleas—1,2 and4

• Mandateto providenoticeof intent to file and
noticeof hearingdatewhengranted

• School district submitsto court 75 daysprior to
the primary

• Court decision55 daysprior to theprimary

• Court sets dollar amount

DepartmentApproval

a All otherexceptionsrequirePDE approval

• Approval basedon AFR data

• PDE approval55 daysprior to primary

ReassessmentRestrictions

a Year after reassessment, property taxes limited

to growth index for the“real properties

containedin the duplicatefor the preceding

year.”

a “Percentageincreasein taxes”not rate

• Essentiallya property tax freeze
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HomeownerTax ReliefAct
Major Provisions ofAct 72-2004

a Reportin<gand OtherImplementationMandates—Part
III

a Homestead Notices

• Secnois341, page87, line 21

a SterlingAct Credit Filing

• Section503 (D)(1), page96, line 8

• Annual Property‘Fax IncreaseSubmission
• Section333 (F?),page76, line 8

HomesteadNotices

• Annually notification to eligible homesteadand
farmsteadpropertyownersby first classmail

• Not currentlyapproved(atexpiring

• Instructions

• Noticeof deadline

• Mailingis requiredlsixty days prior to Match I
deadliite

Sterling Act Credit Certification

• December15, 2004andannually thereafter

• The total amountof tax credits

• Firstyeardata?

• No qualification required
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Annual Property Tax Increase
Submission

• Annually to PDI?,noticethat the preliminary

budget contains a property tax increase (at lesser

85 daysprior to theprimary)

a Return notice to schooldistrictwithin ten days
but no later than 75 daysprior to primary

HomeownerTax ReliefAct
Major Provisions of Act 72-2004

• SpecialPro visionsfor Philadelphiaand suburban

counties—.--PartIV

a Wage‘Fax Relief

• Sterlitg Act Credit Rebate

• Philadelphia Property Tax Rebates

SpecialProvisions for
Philadelphia and Region

• For the City.

• Philadelphiaslotsrevenueis utilized for wagetax
reduction—-resident and non-resident

a Plsased-into reach 1.1851%(resident)and l.0526°/o
(tintsresident) lay 2009

• Specialpropertytax rebatefor Philadelphia
homeownersequalto

5
0

0
/s of the aniount received

uisderthe SensorCitizens RebateandAssistance
Act. Fundstransferredto Lottery Fund
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SpecialProvisions for
Philadelphia and Region

• For the suburbs...

• Payment for credits from non-resident

Philadelphia workers

• Reimbursedto schooldistrict of residencefrom
the Property ‘Fax Relief Fund

• No qualifying requirements

Homeowner Property
Tax ReliefAct

Break

Duringthebreak,pieaschandyour
qliCstiOiiS iii to the ,lfl—si(C

coordinatorto be sento PAS1SO.

You will alsohave anopponunity

to ask questionsat the Cr111 cut the

Proorain

HomeownerTax ReliefAct
Major Provisions ofAct 72-2004

• ImmediateConsiderations—PartV

• Effedtivc Date 60 daysfrom July 5 (on or ab<aut
September3)

a DebtF.xception

• I lomesteadlMailing—Oct. 1 8/l)ee.30

• ElI’ Rd’venuCProjccrions—I)ee.1 5

a SterlingAct Credit Filing—Dec. 15

a “Wait and See”
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Exceptions

a To pay principal and interest on any

indebtedness under 53 PA CS. Part VII, subpart

Bprior to theeffectivedateofthis section(on or about

September 2)

• DC&E1) Guidance

a I-iealth care cost increasesundera currentcollective

bargainin,gagreement

• One time window

“My readingof Act 72,therefore, is that aslong asthe
District has finally adopted its debt resolution prior to
September 3, 2004,it has ‘incurred’ die debt ‘prior to
the effectivedate’of Act 72 for purposesof
determiningif theabove-citedprovisionsapply, even
though the District will not be filing debt proceedings
with DCED or obtaining DCED approval of that debt
issue,or actually issuing the debt, until after

September3rd.”

i(e,,udvlurl(,e~iuie,
Depucy(iced Couuuel
Office oldieSCocmuel
tIepauucuu.ulcci (o~ccc~~~IuI,ya,,d i.cc,,,cc,,ucDc

HomesteadCredit Notices

a Within 45 daysof theeffective dateof Act 72
(on or about October 17), all districts must

provide a notificatioti by first class mail

a l?ach owner of residennal pr petty in the disrrict

a Applicistiori (developedby DC&El)) and
iisstrucnons

• Nonceof Deadline(March 1)

• Secondnotice on oraboutDecember30 to non—
filers and thosethat will expire
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EIT RevenueProjections

• Certify theestimated“qualifying contribution”
basedon previousyear’sEI’r and cashflow

experience

a If not levying EIT, estimatebasedon financial

datafrom Departmentof RevenuethatPDE
will forward to thedistrict

• Section 503 (B), page 95, line 23

HomeownerTax ReliefAct

a LongerTermCon.ciderations—-PartVI

• Is the Option ReallyanOption?

a PropertyTaxationPattern

• EarnedIncomeTaxv. PersonalIncomeTax

• CommunityDiscussions

a Tax Collection

Homeowner Property
Tax ReliefAct

State Budget Recap
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BasicEducation Funding

• $4,361,024,000

• 3.57%Increaseover 2003/04BEF

• $1 50,401,000increaseover03/04appropn0000

• PDE web site

• l?snmatedBasic1/ducanonFunding2004 05

a BasicI?dueaticanFunding2003.04

BasicEducation Funding

a III (I
5

Components:

• BaseSupplement(3tiers)

• l’ccvcrty Supplemetut

• l’ax Eficurt Supplenuent

• (;rowth Supplement

• Small District Assistance(ADM 03/045 1,500)

~ $73 u

Piuu

— $55 u 3DM (ii MV/Pt .30 5 5000)

• Minimum Gu,irantee r

Basic Education Funding

a BI?F Additional Pri>visiians(Exclusiveof the BFI~

formula and2°cc minimuni)

• TempccrarySpecialAid fuse SesereIncreasesin ‘ki)M &
MV/l’l AR (Is,300,000 ii schooldistricts)

— TemporarySpedial Aid for Iixtrcinel~I ugh I’-tx l?ffccrt

(1750,1)00— 6 Schc,c,l districts)

• I muted English Pmccuiciemuc) (511,135,07(1 pro rica shaieif

2002/03 1.1ii’ � ~° cc (2002/03 AI)M)
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SpecialEducation Funding

• $929,175,000
a 2.7°/uIncreasetaver2003/04SEF

• $24,569,000increaseover 03/04appropriation

• SEPdistnbution:
• BaseSupplementFunding= 03/04appropriacmccn

($836,000,000)

— Proratsshare$16,711)1,15(1))
— 16% 43/04 ADN a MV/Pt AR

• 2%Minimum Guarantee

a Pl)Eweb site
• 2004/05estimates

— 2003/04updates

SpecialEducation Funding

a Other SpecialEducationProvisions:

• $9,300,000Coiatingencvfund = la/u of appropriation

• $46,430,600CORE fundingto lUs = 5°/uof

appropriation

• $9,750,000Institutional (;hildren’s fundingto llJs

• $500,000Commuinity Servicefunding

Vocational Education Funding

• $58,181,000
• 144,323,1(00ailcccacedlfor SecomudaryVocaliccrcai Edlcmcacco,c

Fuuuudung

— Sclucccclt),ct,ucusclcare ~ $10.30t.516

— A\’ls clu,ure= 13i,020,467

a 2.5°/uliscreaseover2003/04

— $1,419,001)increaseccver03/04 apprccpruatuccmc

a Pl)I( wel, site
• SulcsidyCalculacmccns

• Vocational Education I~ Data
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PA Accountability Grants

• $200,000,000
• Gvm,cuaicphmc)mticcm~iccrmumlahcaseclcups,,,a,nountof Ii 75,000,000

— iulSNNl,INK — 7/13, Secretaryof Education,Acidiricanal $25
million iii Accountability Block Grants

— Adding mcew $ to apiurovedpmoguamnmu apphmeasion(mmdlye,urr,:poru
adsicimuceudt)

• Clmaugumcgwithin pmograrucarea. umnumeg,euccc Icumlget (cue menus (uummdyeae
uelcortadjuum,uuemcm)

• Add sew programcur rencccvcumgnmouuey fncuuuapprovedprccgr.mumuure:m mu

unpplmcasou(Anmexiulineni in appticariun muit be receivedby
Sepiemberi)

— Pc,rncuiafist 2005/06 l,asedupomu 5200,1)00,000

Reimbursementof Charter/Cyber
School

• $80,587,000

• bO% statereimbursementto schooldistricts for
2003/04residentstudentenrollmentsin
charter/cybercharterschools

• If insufficient futTdsappropriated— pro rata
basis

•
27

.
4

)/cc rcimborsenaetsrper printouton I
5

DF web site

Educational AssistanceProgram

• $38,000,000

a Clarifies formula basedupon 2002/03 PSSA
data

• ‘Fargets82 schooldistricts whereat leastone
building did notmake adequateyearly progress
in readhsngor math

• Eligible schooldistrict choosenot to receive
funding distributedon pro ratu basis to other
eligible schooldistricts
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SchoolCodeChanges- YSYM
• Amendssection613

• RemnccvesYSYM reportingrequireirmentfume gradelevel
(elementary)andsubjectlevel (muddle& high school)

• Still requires:
• Bccclchmucglevel repoutuumg(all govermuuueuur.mticummdc)

• Ctuouucocmuumuu,,uccuucmu(10(03

• i,uucuucmiouuaiuuudeu,cuppout(2i00,22(01,2.iO() & 2904)

• Fuc(tm,cesucd ptuut ncucagouuuouu(2600)

— i)iutr(cm-wicle (all govemicmeuuralRm,mds)

• lIndailctccca,mccucuccu-mnc,mcucuiccuduomdeumucmtucxcuu
• Prccfccmiccmcaicieuvtccpuueuut

• tec(uuccctccgy

SchoolCode Changes— Delinquent
Taxes

• Amendssection686

• Permitsschooldistrictsto assignor sell its
claimsfor delinquentschooltaxes

• Previouslyonly Philadelphiaand Pittsburgh
schooldistrictshad authorization

SchoolCode Changes— Annual
Budget

a Ainencls sectioti 687

a Allows (but doesnot require) schooldisunetsto

reopen2004/05 budgets
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SchoolCodeChanges— School
PoliceOfficer

• Amendssections778 & 1714-B

a Annual reportingrequirementfor schoolpolice

(name,number,municipalities,date& typeof

trainin&

• Section 778 not subleetto mandatewaiver

program

SchoolCodeChanges— Approved
Private Schools

• Amendssecticsns1376 & 1376.1

a Establishesnew bcmdgcting atcdl fundingmechanism(30
APSs& 4 charteredschoolsfor deaf& blnsd)

• Retainsconrnbunonratio
• 60’/u state

• 40c/, schucculdistrict

• Changesactualauditedcostreferenceto approved
tuittois rate

a Distributes$7,000,000part <if multi-yearplanwhat
statestill owes

SchoolCodeChanges— Charter
SchoolProvisions

a Amendssections633,1714-A,1722 —Afy) &
1729-A

• Allows charterschoolto incur debt for

constructionof school facilities

• Requirescharterschoolsto report a list of bonds

or otherindebtedness

• Providesfor disposition of charterschoolassets

if ceasesto operate
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Public School EmployeeRetirement
CodeChanges

• Act No. 63 of 2004 (SB 200,P.N. 1765)
• Amemuds24 i’a CS § 8346, terminatmot,ccf annuities

• Returnto serviceduringemergencies
• Extemmdedtua other personnel(schoolbusinessuaffmciais)

• Changes95 daysOuhl-daysessionsto ncct tcu exceedone
schoolyear

• Extracurricularposition — edantractposition filled by an
atunuitantthat is separatefrom the estahhishedlacademic
coursestructure,includitug thepositionofathletic
director.

HomeownerProperty
Tax ReliefAct &

State BudgetRecap

Pleaseidentifyyour nctmeand
locatiuaosvheii askingyomur

d
1

ueshidans!
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