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__________________________ SCHOOL DISTRICT
2009-2010 Homestead and Farmstead Exclusion Resolution
[This is a sample resolution to provide the homestead and farmstead exclusion as authorized or mandated by Act 50 and Act 1.  The sample assumes most of the relevant calculations will be set forth in the resolution form  An alternative approach is to include only paragraph 5, and to provide all relevant calculations in a supporting document prepared by the School District Business Office.  This resolution will be used only when amounts become available to fund a homestead and farmstead real estate tax reduction from gambling tax funds, Philadelphia tax credit reimbursement funds, or tax shifting funds.  When the resolution is used, only the subparagraphs of paragraph 1 that are applicable should be used, and the remaining paragraphs should be deleted.]

RESOLVED, by the Board of School Directors of ______________ School District, that homestead and farmstead exclusion real estate tax assessment reductions are authorized for the school year beginning July 1, 2009, under the provisions of the Homestead Property Exclusion Program Act (part of Act 50 of 1998) and the Taxpayer Relief Act (Act 1 of 2006), as follows:

1. Aggregate amount available for homestead and farmstead real estate tax reduction.  The following amounts are available for homestead and farmstead real estate tax reduction for the school year beginning July 1, 2009:

a. Gambling tax funds.  The Pennsylvania Department of Education (PDE) has notified the School District that PDE will pay to the School District during the school year pursuant to Act 1, 53 P.S. § 6926.505(b), as a property tax reduction allocation funded by gambling tax funds, the amount of $______________.  
[Act 1 requires PDE to notify the School District of this amount by May 1.]
b.  Remaining Property Tax Reduction Funds.  Funds will be available during the school year for real estate reduction as a result of undistributed funds from the property tax reduction funds received in 2008-2009.  These funds will be added to the allocation for this school year in the amount of $_____________. 


c. Property Tax Reduction Funds Distributed Over the Allocated Funds.  During the 2008-2009 school year additional funds beyond those funds allocated for property tax reduction were distributed.  As a result, those funds distributed in excess of the allocated funds will be deducted from the allocation for this school year in the amount of $__________.

d. Philadelphia tax credit reimbursement funds.  PDE has notified the School District that PDE will pay to the School District during the school year pursuant to Act 1, 53 P.S. § 6926.324(3), as reimbursement for Philadelphia tax credits claimed against the School District earned income tax by School District resident taxpayers, the amount of  $_____________.  
[Act 1 requires PDE to notify the School District of this amount by May 1.]
e. Tax shifting funds.  Based on the 2007 voter referendum directing School District levy of an increased earned income tax, and on calculations provided by the School District Business Office from the best available information and carefully evaluated by the School Board estimating Act 1 earned income tax receipts for real estate tax reduction of $__________, minus $__________ representing 2% of such receipts retained to offset School District expenses, funds will be available from tax shifting during the school year for real estate tax reduction pursuant to Act 1, 53 P.S. § 6926.334(a)(3) or (4), in the amount of $______________.  
[The School District Business Office should provide documentation showing the basis for calculation of  the first dollar amount in this paragraph – the estimated new earned income tax receipts that are required to be applied to real estate tax reduction.  A “Year 1 collection factor” will substantially reduce Year 1 receipts (2007-2008) below the amount that will ultimately represent “full collection.”  It is very important that the Year 1 receipts not be overstated.  If Year 1 receipts are overstated, the School District will have a shortfall in funding real estate tax reduction.  The tax receipts amount will increase from Year 1 to Year 2, and from Year 2 to Year 3 if the School district determines that it will not attain “full collection” of the increased tax until Year 3.  The earned income tax receipts amount applied to real estate tax reduction will be frozen, and will not increase after the year in which the School District determines that it has attained “full collection.”]
f. Other sources.  Funds will be available during the school year for real estate reduction from other sources, namely ________________, in the amount of $________________.  
[The School District may fund homestead and farmstead real estate tax reduction from any sources other than an increase in the general real estate tax millage rate.  The School District should consult legal counsel concerning any amount proposed to be allocated under this category.]
g. Aggregate amount available.  Adding these amounts, the aggregate amount available during the school year for real estate tax reduction is $_______________.

2. Homestead/farmstead numbers.  Pursuant to Act 50, 54 Pa. C.S. § 8584(i), and Act 1, 53 P.S. § 6926.341(g)(3), the County has provided the School District with a certified report listing approved homesteads and approved farmsteads as follows:
a. Homestead property number.  The number of approved homesteads within the School District is ___________.

b. Farmstead property number.  The number of approved farmsteads within the School District is ___________.

c. Homestead/farmstead combined number.  Adding these numbers, the aggregate number of approved homesteads and approved farmsteads is ____________.

[The County Assessment Office is obligated to provide these numbers and a tax duplicate to the School District by May 1.]
3. Real estate tax reduction calculation.  The school board has decided that the homestead exclusion amount and the farmstead exclusion amount shall be equal.  Dividing the paragraph 1(e) aggregate amount available during the school year for real estate tax reduction of $____________ by the paragraph 2(c) aggregate number of approved homesteads and approved farmsteads of ___________, the maximum real estate tax reduction amount applicable to each approved homestead and to each approved farmstead is $____________.  
[Round to nearest cent the last dollar amount in this paragraph – the maximum real estate tax reduction amount.  This paragraph 3 must be modified if the School District establishes a maximum real estate tax reduction amount for farmsteads that is lower than the maximum real estate tax reduction amount for homesteads.]
[3.
Real estate tax reduction calculation.  The school board has decided that the homestead exclusion amount and the farmstead exclusion amount shall be equal.  Dividing the paragraph 1(e) aggregate amount available during the school year for real estate tax reduction of $____________ by the paragraph 2(c) aggregate number of approved homesteads and approved farmsteads of ___________ (before considering the assessed value of approved homesteads and approved farmsteads having an assessed value below the preliminary calculation of the maximum real estate assessed value reduction amount to be established as the homestead and farmstead exclusion amount), the preliminary calculation of the maximum real estate tax reduction amount applicable to each approved homestead and to each approved farmstead is $____________.   
Based on calculations provided by the School District Business Office from the best available information and carefully evaluated by the School Board, considering the assessed value of approved homesteads and approved farmsteads having an assessed value below the preliminary calculation of the maximum real estate assessed value reduction amount to be established as the homestead exclusion and the farmstead exclusion amount, an additional aggregate amount of $___________ will be available during the school year for real estate tax reduction applicable to approximately _______ homesteads and farmsteads, resulting in an additional real estate tax reduction amount available for each homestead and farmstead of $______________.  Adding this additional amount to the preliminary calculation of the maximum real estate tax reduction amount of $_______________, the final maximum real estate tax reduction amount applicable to each approved homestead and to each approved farmstead is $____________.]  
[Use this alternate paragraph 3 if review of the real estate tax duplicate shows a material number of homesteads or farmsteads with an assessed value below the homestead exclusion amount derived by the initial calculation of real estate tax reduction that results from simply dividing the aggregate amount available for real estate tax reduction by the aggregate number of approved homesteads and farmsteads.  If this alternate paragraph 3 is used, the School District Business Office should provide documentation showing the basis for the calculation of the additional aggregate amount available for real estate tax reduction and the number of homesteads and farmsteads to which this amount is applied.  This paragraph 3 must be modified if the School District establishes a maximum real estate tax reduction amount for farmsteads that is lower than the maximum real estate tax reduction amount for homesteads.]
4. Homestead exclusion calculation.  Dividing the paragraph 3 maximum real estate tax reduction amount of $____________ by the School District real estate tax rate of _____ mills (.0__), the maximum real estate assessed value reduction to be reflected on tax notices as a homestead exclusion for each approved homestead is $_____________, and the maximum real estate assessed value reduction to be reflected on tax notices as a farmstead exclusion for each approved farmstead is $______________.  
[Round down to nearest dollar the last dollar amount in this paragraph – the homestead/farmstead exclusion amount.]
5. Homestead/farmstead exclusion authorization – July 1 tax bills.  The tax notice issued to the owner of each approved homestead within the School District shall reflect a homestead exclusion real estate assessed value reduction equal to the lesser of:  (a) the County-established assessed value of the homestead, or (b) the paragraph 4 maximum real estate assessed value reduction of $_____________.   The tax notice issued to the owner of each approved farmstead within the School District shall reflect an additional farmstead exclusion real estate assessed value reduction equal to the lesser of: (a) the County-established assessed value of the farmstead, or (b) the paragraph 4 maximum real estate assessed value reduction of $_____________.  For purposes of this Resolution, “approved homestead” and “approved farmstead” shall mean homesteads and farmsteads listed in the report referred to in paragraph 2 above and received by the School District from the County Assessment Office on or before May 1 pursuant to Act 1, 53 P.S. § 6926.341(g)(3), based on homestead/farmstead applications filed with the County Assessment Office on or before March 1.  This paragraph 5 will apply to tax notices issued based on the initial tax duplicate used in issuing initial real estate tax notices for the school year, which will be issued on or promptly after July 1, and will not apply to interim real estate tax bills.
[6.
Homestead/farmstead exclusion authorization – interim real estate tax bills.  No homestead or farmstead exclusion will apply to any interim tax bill except an interim tax bill applicable to a property that includes an approved homestead or approved farmstead listed in the report received by the School District from the County Assessment Office on or before May 1, but not included in the tax assessment reflected in the July 1 tax bill for the property.  In most cases, the assessment of approved homesteads and approved farmsteads will be reflected in July 1 tax bills.  However, in any case when there is an approved homestead or an approved farmstead that is not included in the assessment reflected in the July 1 tax bill, and when an interim real estate tax notice is issued later based on an interim assessment including the approved homestead or approved farmstead, the interim tax notice shall reflect a homestead or farmstead exclusion real estate assessed value reduction calculated under paragraph 5, except that the paragraph 4 maximum real estate assessed value reduction will be prorated in the same manner as the real estate tax is pro rated.  Assuming the interim tax notice reflects taxation as of July 1, as will occur in most such cases, the full amount of the paragraph 4 maximum real estate assessed value reduction will apply.  In the extraordinary case where the new interim tax assessment is effective after July 1, the paragraph 4 maximum real estate assessed value reduction will be pro rated in the same manner as the real estate tax reflected in the interim tax bill is pro rated.]  
[KKAG believes School Districts in most cases may dispense with paragraph 6.  This optional paragraph 6 arguably is required because of the provisions of Act 50, 53 Pa. C.S. § 8583(d) and 8585(d) which dictate that if a building is “constructed during the taxable year,” the homestead or farmstead exclusion “shall be prorated in a manner consistent with the assessment of real property taxes on that [building].”  Under normal circumstances, School District interim tax bills should never reflect a homestead or farmstead exclusion because under Act 1, 53 P.S. § 6926.341(d), homesteads and farmsteads are eligible only if approved by the County Assessment Office on or before May 1 based on applications filed on or before March 1.  Since the application requires that the property be used as a dwelling or a commercial farm building as of the application date, the mandate for providing and prorating the exclusion on interim tax bills generally should not apply to most School Districts because the homestead or farmstead that was constructed by March 1 and is included in the May 1 list of approved homesteads and farmsteads will also be assessed and included in the tax duplicate used for July 1 School District tax bills. 
Although it is hard to understand what the legislature intended, one possible interpretation is that the Act 50 provisions on proration were intended to apply to municipal (and possibly Pittsburgh School District) tax bills, which are issued as of January 1, in contrast to tax bills for most School Districts which are issued as of July 1.  For municipal (and Pittsburgh School District) tax bills, it is possible that construction of the home or farm buildings approved as a homestead or farmstead will occur after the January 1 date of tax bills and before the March 1 deadline for homestead and farmstead applications.  Based on the interpretation that the Act 50 provisions were intended to apply only to taxing authorities that issue tax bills as of January 1, KKAG believes School Districts in most cases may ignore these provisions, state that the homestead exclusion will not apply to interim real estate tax bills, and dispense with paragraph 6. 
Another option is to include paragraph 6 based on the failure of the Act 50 provisions to expressly state applicability only to municipalities (and possibly Pittsburgh School District) and the possibility of application to a School District in an extraordinary circumstance.  The extraordinary circumstance might exist when the County Assessment Office is behind on its work, resulting in property approved as a homestead or farmstead, yet not included in the assessments reflected in the tax duplicate used for July 1 tax bills.  In this extraordinary circumstance, the July 1 tax bill would not provide a homestead exclusion because the tax bill does not reflect taxation of the homestead or farmstead, but Act 50 arguably mandates that the property be provided a homestead or farmstead exclusion at the later date when an interim tax bill is issued.  In most such cases, the exclusion amount will be 100% and will not be prorated to a lesser amount because in order to be an approved homestead or farmstead, the home or farm building had to be constructed before March 1 and the interim tax assessment and interim tax bill for the current school year will therefore be effective retroactive to July 1.  In the even more extraordinary circumstance when the County Assessment Office is not only behind in issuing interim assessments but also fails to make the interim tax assessment retroactive to July 1 or the earlier pre-March 1 date when the construction was completed, it is arguable that the interim tax is not effective until the post-July 1 interim assessment effective date established by the County Assessment Office, requiring proration of the maximum homestead or farmstead exclusion amount in the same manner as the real estate tax reflected in the interim tax bill is prorated.  The net result would be that the original tax liability for the interim assessment amount, the homestead or farmstead tax reduction, and the net tax amount will reflect amounts based on full year taxation, divided by 12, and multiplied by the number of months remaining in the school year after the interim assessment effective date.  There is an open legal question concerning whether taxation in this extraordinary circumstance should be effective as of the post-July 1 interim assessment effective date or retroactive to July 1 or the earlier pre-March 1 date when construction was completed; accordingly, legal counsel should be consulted in this extraordinary circumstance.
If interim assessments are prepared properly, there will never be a circumstance when a homestead or farmstead exclusion applies to interim tax bills for most School Districts.  Accordingly, KKAG believes School Districts in most cases may simplify this Resolution by eliminating paragraph 6.  The School District should consult with legal counsel in making this decision.]
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