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Things a Chief
School Financial
Officer Ought to
Know About
School Revenues
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 State Revenues 
Education Trust Fund (formerly
known as “Special Education Trust
Fund” or “ASETF” – now known
as “ETF”)
Created by the Legislature of
Alabama in 1927
“…for educational purposes only”
“…for the support, maintenance
and development of public
education and capital
improvements relating to
educational facilities…”

Major Sources of Revenue for
Education Trust Fund
• State income tax
• State sales tax – 4%
basic rate
• State utility tax (levied by the
State on the gross sales of
electricity, water, gas,
telegraph and telephone
services) – 4% of basic rate
(6% for telephone services)
• State use tax – 4% basic rate
(1/4 paid into ETF)
ETF allocation is distributed monthly –
in 12 equal payments – to local school
systems.
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The Education Trust Fund is the largest operating
fund of the State. Revenues credited to the Education
Trust Fund are used for the support, maintenance and
development of public education and capital improvements
relating to education facilities. Moneys on deposit in the
fund are appropriated by the Legislature on an annual
basis.
A Legislator’s Guide to Alabama’s Taxes; A Summary of the Major Revenue Sources of the
State of Alabama, Legislative Fiscal Office, January 2018.

A Legislator’s Guide to Alabama’s Taxes; A Summary of the Major Revenue Sources of the
State of Alabama, Legislative Fiscal Office, January 2018.

 Local Revenues 

Sales
Taxes

Ad
Valorem
Taxes
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 Local Revenues 
Ad Valorem Taxes
ad valorem – Latin, according to
the value of
A "mill" is equal to 1/10 of one
cent; one mill is equal to ten cents
on each $100 of assessed value of
taxable property. A single-family
owner-occupied home with a fair
market value of $100,000 has an
assessed value of $10,000 and, per
mill, will produce $10 of tax
revenue per year.

1/10 of

Property - real and personal,
including motor vehicles

SPELLING BEE

mil

mill
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Four Classes of Property as set out in the
Constitution of Alabama of 1901
Class

Type of Property

Assessment
Ratio
(in terms of
fair market
value)

Four Classes of Property as set out in the
Constitution of Alabama of 1901
Class

Class I

Type of Property

Utilities

Assessment
Ratio
(in terms of
fair market
value)
30%
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Four Classes of Property as set out in the
Constitution of Alabama of 1901
Class

Type of Property

Assessment
Ratio
(in terms of
fair market
value)

Class I

Utilities

30%

Class II

"All property not otherwise
classified." Generally:
business, commercial

20%

Four Classes of Property as set out in the
Constitution of Alabama of 1901
Class

Type of Property

Assessment
Ratio
(in terms of
fair market
value)

Class I

Utilities

30%

Class II

"All property not otherwise
classified." Generally:
business, commercial

20%

Class III

Agricultural, forest and singlefamily owner-occupied
residential property Amendment

10%

No. 373 allows agricultural
property to be valued at
“CURRENT USE” – not fair
market value.

Four Classes of Property as set out in the
Constitution of Alabama of 1901
Class

Type of Property

Assessment
Ratio
(in terms of
fair market
value)

Class I

Utilities

30%

Class II

"All property not otherwise
classified." Generally:
business, commercial

20%

Class III

Agricultural, forest and singlefamily owner-occupied
residential property Amendment

10%

No. 373 allows agricultural
property to be valued at
“CURRENT USE” – not fair
market value.
Class IV

Private motor vehicles

15%
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Q. How are property taxes calculated?
A. Assessed
Value of
X Millage =
Tax
Property
Rate
Revenues
(expressed
as a percentage of
fair market
value)

Q.

How are property
taxes calculated?

A.

Start with fair market
value

x (times)
assessment ratio
x (times)
millage rate
=
amount of tax

Big Question

My school district has ten (10)
voted mills that are about to
expire – what should I do?
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Three-Step Increases Under
Lid Bill Amendment
Step 1 public hearing by local taxing
authority
Step 2 approval by Legislature of
Alabama through the passage of a
local act
Step 3 approval by electorate –
referendum
Result: A “3 mill tax” might
actually be levied and collected at
the rate of 5.4 mills, for example.
Consider duration issue: Most ad
valorem school taxes (particularly those
levied by counties) are voted for
a specific duration, usually not more
than 30 years.

• Countywide taxes are allocated and
distributed on Foundation Program
(“ADM”) basis; district taxes stay in the
district in which collected.
• In connection with every mill of tax
levied locally for your board, you should
know:
 the constitutional authority for
levying the tax;
 who levies the tax (i.e., the City or
the County);
 are there any restrictions on the use
of tax proceeds (such as capital, not
salaries);
 what indebtedness might be payable
from the tax; and
 the duration (unless the tax is levied
without limit as to time).

Motor Vehicles
Month

First Letter of Last Name

January

A, D

February

B

March

C, E

April

F, G, N

May

H, O

June

M, I

July

P, L

August

J, K, R

September Q, S, T
October

U, V, W, X, Y and Z
Trucks, mobile homes, commercial &
fleet vehicles

November Trucks, mobile homes, commercial &
fleet vehicles

Judge of Probate
or
License Commissioner
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Amendment 373
“The Lid Bill
Amendment”

Class I
Class II
Class III
Class IV

66.66 mills
75.00 mills
100.00 mills
83.33 mills

Track Your Tax Dollar
Mary B. Taxpayer receives tax bill
before October 1 -- “Taxes due on
October 1 and delinquent after
December 31” -- mails check to
County Tax Collector/Revenue
Commissioner

State
6.5 mills

County Taxes
and Countylevied School
Taxes

Municipal
Taxes to
City Clerk

What Is the
Constitutional
Authority for Levying
Ad Valorem Taxes?

Section 216 of the Constitution of
Alabama of 1901 plus general and
local amendments
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What Is the Constitutional
Authority for Levying the Tax?
Section 269

Countywide

1 mill

What Is the Constitutional
Authority for Levying the Tax?
Section 269

Countywide

1 mill

Amendment
No. 3, § 1

Countywide

3 mill

What Is the Constitutional
Authority for Levying the Tax?
Section 269

Countywide

1 mill

Amendment
No. 3, § 1

Countywide

3 mill

Amendment
No. 3, § 2

District

3 mill
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What Is the Constitutional
Authority for Levying the Tax?
Section 269

Countywide

1 mill

Amendment
No. 3, § 1

Countywide

3 mill

Amendment
No. 3, § 2

District

3 mill

Amendment
No. 202

Countywide

5 mill

What Is the Constitutional
Authority for Levying the Tax?
Section 269

Countywide

1 mill

Amendment
No. 3, § 1

Countywide

3 mill

Amendment
No. 3, § 2

District

3 mill

Amendment
No. 202

Countywide

5 mill

Amendment
No. 382

District

3 mill

What Is the Constitutional
Authority for Levying the Tax?
Section 269

Countywide

1 mill

Amendment
No. 3, § 1

Countywide

3 mill

Amendment
No. 3, § 2

District

3 mill

Amendment
No. 202

Countywide

5 mill

Amendment
No. 382

District

3 mill
15 mills
(the "basic" 15)
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• County-levied taxes are levied by the
County Commission and the net proceeds
are paid over to the Board of Education.
• City-levied taxes are levied by the City and
the net proceeds are paid over to the
Board of Education.
• Various "local" constitutional amendments specific to your county and/or city
• Adjustments under Amendment No. 325
("Reclassification Amendment")
Non-voted increases (upward
adjustments in rates) would have
occurred in 1973
• Adjustments under Amendment No. 373
("Lid Bill Amendment")
Non-voted increases would have
occurred in
1978, 1979 and 1980

• Remember Amendment No. 778 –
the ten mill minimum!!!
• Be familiar with YOUR local
revenue sources!!!
• Public Affairs Research Council
of Alabama – PARCA - studies on
school ad valorem taxes and sales
taxes

• Sales Taxes – based on gross sales or
receipts of businesses
A "one cent sales tax" means
one cent per dollar of gross sales.
• County-levied – Alabama Code section 4012-4 authorizes County Commissions to levy
sales tax for public school purposes
countywide; net collections are
allocated on Foundation Program basis.
Sales tax also may be levied pursuant to
local law which prescribes distribution or
allocation formula.
• City-levied – levied at discretion of the City
Council; proceeds often used to fund longterm capital borrowing or paid to City Board
to fund operations
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Part II
Issuance of Debt
— or —
How to Borrow Money

Reasons to Borrow Money
• Capital Projects

• Refunding

• Operating Expenses

Who is the Borrower?
• City on behalf of
City Board of
Education?
• County on behalf
of County Board
of Education?
• Board of Education
directly?
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When the BOE is
Borrower
Article 14 of Title 16
of the Code of Alabama
Establishes the Rules of the
Road. 

Summary of Warrants Act
Authorizes boards of education to
issue and sell warrants for the
following purposes:
• Costs of “public school facilities”

• Refunding “all or any portion” of
debt incurred for school purposes
(both Board and non-Board debt)

Summary of Warrants Act
(cont’d)
• Extraordinary items (e.g. casualty
losses, legal judgments, etc.)

• Operating expenses (often issued
on a taxable basis)
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Summary of Warrants Act
(cont’d)
Source of Repayment – Pledge of
Tax(es) or Revenues
“Warrants issued under [Act
2011-631] shall not be general
obligations of the board issuing
such warrants but shall be payable
solely from the designated
revenues or tax proceeds of the
board….” (§ 16-13-303(a))

Summary of Warrants Act
(cont’d)
Permissible Sources of Repayment:
*Can
pledge
one or
more of
these*

1. Ad valorem taxes
(one or more)
2. Privilege, license or
excise (“Sales”) taxes
3. Any other revenues that
may be available to the
Board
EXCEPT:
• Neither Foundation Program
Fund moneys nor any other
revenues paid over by the
State of Alabama may be
pledged

Summary of Warrants Act
(cont’d)
• Details of Warrants Issued
Under 2011-631:
 Maximum maturity = 30 years
 Fixed or (with ALSDE approval)
floating rate
 Signed by BOE President and
Secretary (Superintendent)
 **Big change: can be sold at
public or private sale**
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Summary of Warrants Act
(cont’d)

***Very Important***
“A board shall obtain the
prior written approval of the
State Superintendent for the
issuance of any warrants
under [Act 2011-631].”

Q & A Between
Superintendent/CSFO
and a Bond Lawyer
Question #1 (CSFO):
I just learned that we have 30
school buses being delivered next
month and we do not have the
money to pay for them. What do
we do?

Q & A Continued
Question #2 (Superintendent):
We issued warrants in 2010 to
build a gymnasium and one of my
board members asked last week if
we should consider refinancing
the debt. How do I know if that
would be a good idea?
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Q & A Continued
Question #3 (CSFO):
Our City Council appropriates
$1,000,000 to us annually. We read
in the newspaper the other day that
the Council is working on the
budget for next year and is
considering decreasing that amount
and using the money saved to pay
for street paving projects. Can they
do that?

Q & A Continued
Question #4 (Superintendent):
Our long-range capital plan calls
for a new elementary school to be
built and open in four years. Is it
too soon to start thinking about
how we will fund this?

Q & A Continued
Question #5 (CSFO):
Our school bus vendor proposed
that we lease our new school
buses rather than purchase them.
Is that a good idea?
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Electronic Municipal
Market Access (EMMA)

http://emma.msrb.org

Questions?
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