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Things a Chief 

School Financial 

Officer Ought to 

Know About 

School Revenues

(With a Particular 

Focus on Local 

Revenues)





Alabama Constitution Section 260 – 3 mill 

state-wide tax

Section 16-13-234 of the Alabama Code 1975 apportions the 

Public School Fund held by the State for the following 

purposes:

1. payment of any interest due as interest on 

sixteenth section fund

2. payment of any "hold harmless" allowances

3. "capital purchases" – goal: "…have each local 

board of education complete its comprehensive, 

long range capital plan and begin making 

satisfactory progress in implementing the plan for 

providing adequate school facilities for all 

students."

 State Revenues 
Public School Fund

"shall be applied to the support and 

furtherance of education"

"for educational purposes" as the 

Alabama Legislature shall prescribe



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…"

 State Revenues 



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); note:  

Simplified Sellers Use Tax 

("SSUT")

ETF allocation is distributed monthly –

in 12 equal payments – to local school 

systems.



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 2021.
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Sales

Taxes

Ad 

Valorem 

Taxes

 Local Revenues 



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 

(without taking into account the 

reduction in value related to the 

household exemption).

 Local Revenues 

Ad Valorem Taxes

ad valorem – Latin, according to 

the value of

1/10 of



Property - real and personal, 

including motor vehicles 



sales



tobacco/alcohol



"sin"



Ad valorem taxes are 

taxes on property and 

are determined 

"according to the 

value of " the property 

being taxed.



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

November Trucks, mobile homes, commercial & 

fleet vehicles

Judge of Probate

or

License/Revenue Commissioner

or

Director of Revenue



SPELLING BEE

m i l

m i l l





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)
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Constitution of Alabama of 1901

Class Type of Property

Assessment 
Ratio

(in terms of 
fair market 

value)

Class I Utilities 30%



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 single-

family owner-occupied  

residential property 

Amendment No. 373 allows 

agricultural property to be 

valued at "CURRENT USE" –

not fair market value.

10%



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 single-

family owner-occupied  

residential property 

Amendment No. 373 allows 

agricultural property to be 

valued at "CURRENT USE" –

not fair market value.

10%

Class IV Private motor vehicles 15%



Q. How are property taxes calculated?

A. Assessed

Value of

Property

(expressed 

as a per-

centage of 

fair market 

value)

x Millage

Rate

= Tax

Revenues



Q. How are property

taxes calculated?

A. Start with fair market

value

x (times)

assessment ratio

x (times)

millage rate

=

amount of tax due



Big Question

My school district has ten (10) 

voted mills that are about to 

expire – what should I do?



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).



Amendment 373

"The Lid Bill 

Amendment"

Class I 66.66 mills

Class II 75.00 mills

Class III 100.00 mills

Class IV 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 County-

Levied School 

Taxes

Municipal 

Taxes to 

City ClerkIncludes 3 mills 

for "support and 

furtherance" of 

education; PSF



Your Local Revenues 

Checklist

• Sales tax

• If you are a City Board, do

you receive an appropriation from 

your host city; is it "fixed" or 

"variable" – what is it tied to?

• Do you receive proceeds from one or 

more county-levied sales taxes?

• section 40-12-4 of the Code of Alabama 

1975

• local law pertaining solely to your 

county

• duration



Your Local Revenues 

Checklist

• Property tax (usually described in 

terms of mills)

• If you are a City Board, are any of your 

property taxes levied by your host city?

• What is the constitutional authority for 

levying the tax?

• If the tax is levied by the County, is it

• Countywide? 

• District?

Most countywide taxes (property 

and sales) are allocated based on 

ADM, average daily membership.

• Are there any limitations on use of the tax 

proceeds?  Capital purposes only?

• What is the duration of the tax?



Your Local Revenues 

Checklist

For municipal systems, your 

district boundaries will usually 

be co-terminous with the 

corporate limits of your host city.



What Is the 

Constitutional 

Authority for Levying 

Ad Valorem Taxes?

Section 269 of the Constitution of 

Alabama of 1901 plus several 

general and numerous local 

amendments



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

What Is the Constitutional 

Authority for Levying the Tax?



Section 269 Countywide 1 mill
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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?
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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)

What Is the Constitutional 

Authority for Levying the Tax?



• 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 40-

12-4 authorizes County Commissions to levy 

sales tax for public school purposes 

countywide; net collections are

allocated on Foundation Program basis.

Sales tax may also 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 long-

term capital borrowing or paid to City Board 

to fund operations.








