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Act 72 Question & Answers

Q Wiat is Act 727

A. Act 72, known as the Honeowner Tax Relief Act, is a new | aw
t hat was passed by the Pennsylvania |egislature in June 2004,
and is neant to provide for reduced property taxes for certain
Pennsyl vani a honeowners.

Q Wien will ny property taxes be reduced?

A It is likely that the first tine you realize a reduction in
your school property taxes will be for the tax bill that is
delivered in July 2006. However, it could be later than this,
dependi ng upon when enough tax revenue from ganbling has been
collected by the state. A school district nust “opt-into” Act 72
in order to receive noney to reduce property taxes and
homeowners nust qualify their property in order to becone
eligible for the tax relief.

Q How does ny district “opt-into” Act 727

A Amjority of the nenbers of your school board nust vote to

i ncrease your |local earned incone tax by 0.1% They nust vote to
do this no later than May 30, 2005.

Q Is ny school board required to “opt-into” Act 727

A. No. Whether or not they opt the district into the Act 72 tax
systemis left to the discretion of the school board. Further,
after 2005, the board or any succeedi ng school board woul d have
no ability to “opt-into” the act.

Q Wiy does ny school board have to raise ny incone tax?

A It is arequirenent of the | aw. The school board nust use the
money it collects fromthis new incone tax along with the gam ng
revenue it receives fromthe state to reduce you property taxes.

Q What is a Homestead Excl usion?

A. This is the nethod by which honeowners will receive a
reduction in their property tax bills. In essence, the excl usion
means that a portion of the assessed val ue of a qualifying

i ndividual's home will be subtracted fromthe total val ue that
IS subject to taxation, resulting in a lower tax bill. Every
qualifying property in a school district that opts into Act 72



will receive the sane Honest ead Excl usi on and sane dol | ar anmount
of tax reduction.

Q How do | qualify for a Honmestead Excl usion?

A. In order to qualify your residence nust qualify as a

honmest ead property. You wll, or already may have, received a
honmest ead/ f ar nst ead application fromyour school district. You
must conplete this formand return it to your county assessor's
office prior to March 1, 2005.

Q Do | have to reapply for the Honestead/ Farnst ead excl usi on
each year?

A. No. You cannot be required to apply for a honestead/farnstead
excl usion nore than once every three years. Notw t hstandi ng, you
will continue to receive the tax reduction.

Q Wien will ny property taxes be reduced?

A. The answer to this question is dependent upon the anount of
ganbling tax revenue the state collects and how fast is accrues.
Most believe your tax decrease will be reflected in your 2006-07
tax bill, but it may not occur until the foll ow ng year.

Q WII the anmpbunt of ny property tax reduction stay the sane?
A. The amount of tax reduction a honeowner's in the school
district receive is likely to vary fromyear to year. This is
function of how nuch state and | ocal noney is available, as well
as how many properties becone eligible for the property tax
relief in your school district.

Q Can ny local incone taxes be raised to increase the anount of
nmoney avail able for tax reduction?

A. Yes, but only with voter approval. In any nunicipal election
(odd nunbered years), the school board may ask the voters if
they wish to increase their earned incone tax or convert to a

| ocal personal incone tax (the sanme as you currently pay to the
state) for the purpose of further reducing property taxes

t hrough t he honestead/farnstead exclusion. G her than the 0.1%
increase in the Earned Inconme tax, any increase in a district's
i ncone tax nust be approved by the voters.

Q Can the school board raise ny property taxes in the future?
A. Yes, but wwth [imts. The school board will not be able to
raise tax rates by nore than the “index”, which is a relative
measure of inflation. Over the previous five years the “index”
has ranged from2.8%to 3.6% Any tax rate over the index woul d
requi re approval fromthe voters in the school district.

Q Are there any exceptions to this rul e?



A. Yes. The school district can go to the court or ask the state

for an exception to the voter approval requirenent in limted
i nst ances.

PSBA | 774 Linmekiln Road | New Cunberland | PA 17070-2398
Phone (717) 774-2331 | Fax (717) 774-0718



