NOTICE OF INTENTION OF THE BOARD OF SCHOOL DIRECTORS OF THE COLONIAL SCHOOL DISTRICT TO AUTHORIZE A REFERENDUM QUESTION AT THE PRIMARY ELECTION OF 2007 SEEKING VOTER APPROVAL TO ALLOW THE SCHOOL DISTRICT TO LEVY, ASSESS AND COLLECT AN EARNED INCOME AND NET PROFITS TAX AUTHORIZED UNDER ACT 1 OF 2006 AND NOTICE OF INTENT TO LEVY AND ASSESS THE TAX IF APPROVED BY VOTERS

Pursuant to Special Session Act 1 of 2006 (“Act 1”), the Board of School Directors (the “Board”) of the Colonial School District (the “District”) is required to submit a referendum question at the primary election of 2007 seeking voter approval allowing the District to levy, assess and collect an earned income and net profits tax (“Earned Income Tax”) or a personal income tax under Act 1. New revenue from the increased tax will be used to reduce real estate taxes on qualified owner occupied residential properties and qualified farm buildings.

The District currently levies and collects from District residents an Earned Income Tax at the rate of 0.5%. In addition, the municipalities within the District impose an Earned Income Tax at rates which range from 0.5% to 0.75%.  Accordingly, the current combined District and municipal Earned Income Tax rate varies from 1.0% to 1.25%. 

The Board, after considering the local tax situation and recommendation of the Local Tax Study Commission, has determined that the imposition of an additional 0.6% Earned Income Tax constitutes the most equitable shifting of taxes from real estate taxes on homestead and farmstead properties to an income tax as required to be submitted for voter consideration under Act 1. The Board has determined that the imposition of an additional 0.6% Earned Income Tax would result in estimated revenues in the amount of $5,790,266 to be used to reduce real estate taxes on qualified owner occupied residential properties and qualified farm buildings.

As required under Act 1, this is a formal advertisement setting forth the intention of the Board to consider, at its duly advertised, regular public meeting on March 12, 2007, adoption of a resolution authorizing a referendum question to be submitted to voters of the District at the primary election of 2007 in substantially the following form, with additions or changes as determined by the Board or election officials prior to the election:

“Do you favor your school district imposing an additional 0.6% Earned Income Tax?  The revenue generated from the increased tax rate will be used to reduce taxes on qualified owner occupied residential properties and qualified farm buildings by approximately $542 in the 2007-08 school year and an estimated $571 in subsequent school years.  Currently, the school district collects an earned income tax at the rate of 0.5% in all municipalities.  Local municipalities also collect earned income tax rates that range from 0.5% to 0.75%, for a total current earned income tax rate that varies from 1.0% to 1.25%.”
As further required under Act 1, the District shall conduct a public hearing on the proposed Resolution which will be held on March 12, 2007, commencing at 7:00 P.M., at the Colonial Elementary School located at 230 Flourtown Road in Plymouth Meeting, Pennsylvania. The purpose of the public hearing is for the Board to share information and hear public comments on the proposed resolution authorizing the referendum question. All members of the public are invited and encouraged to attend the hearing. The public is also offered the opportunity to submit written comments to the Board prior to the hearing.  Written comments should be submitted to Mr. Dave Sherman, the Board Secretary, no later than 4:00 P.M. on March 7, 2007 at the Colonial School District Offices located at 230 Flourtown Road, Plymouth Meeting, Pennsylvania 19462.  The work session public meeting of the Board shall commence immediately following said hearing or at 7:30 P.M., whichever is later. 

If a majority of voters voting on the referendum question at the primary election of 2007 vote “yes,” the Board thereafter in May or June 2007, will adopt a new Earned Income Tax resolution increasing the Earned Income Tax rate collected by the District from 0.5% to 1.1% effective July 1, 2007. Pursuant to the Local Tax Enabling Act, 53 P.S. Section 6901, et seq. (the “Enabling Act”), and the District is required to advertise notice of its intention to pass any resolution imposing a tax or increase in any tax thereunder. To the extent the proposed increase in the Earned Income Tax as required under Act 1, if approved by the voters, is deemed to be subject to this requirement, this is a formal advertisement setting forth the intention of the Board to adopt, levy and assess said tax.

As noted above, the revenue from the increased Earned Income Tax will be used to finance homestead/farmstead property tax exclusions for qualified owner occupied residential properties and qualified farm buildings. The nature of the tax will be substantially the same as the Earned Income Tax that is currently levied by the District, except that the tax rate will be different and credits available against the tax are different for the increased tax rate percent payable pursuant to the referendum. The tax is levied on earned income and net profits earned by residents of the District. 

“Earned income” is defined in the Enabling Act as “compensation” subject to the Pennsylvania Personal Income Tax, but not including certain types of compensation specified in the Enabling Act. “Net profits” is defined in the Enabling Act as net income from the operation of a business, profession or other activity subject to the Pennsylvania Personal Income Tax, but not including certain types of net income as specified in the Enabling Act. The tax does not apply to investment income. 
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