
In last week's column, I explained the master facilities planning process at Central City 

Community School District. As noted in the article, the planning process is to examine four ideas 

that may be refine into bids and ultimately building projects. In last week’s column, I indicated 

that I would write a future column explaining how the district was planning to fund the building 

projects and how the funding in the building projects relates to the upcoming Physical Plant and 

Equipment Levy (PPEL) vote. 

 

In preparation for submitting this column, I shared it at the PTO meeting and it was politely 

suggested that not everyone would sit down and ready a five page article about the PPEL Levy 

election and how it relates to the School Infrastructure Local Option (SILO) funds.  Further, it 

was suggested that the three important pieces of information about the election should be shared 

in the first two paragraphs.  To that end, the three important pieces of information that the voters 

need to know about the vote to increase the PPEL Levy from $.67 to $1.34 are the following:  1) 

This  will not increase the total tax rate because the School Board will reduce other portions of 

the tax bill to keep the tax rate flat, 2) The School Board would like to increase the amount of 

PPEL funds through the election in order to offset the use of the SILO funds for larger 

construction projects, 3) There are two opportunities to vote on January 31, 2014 from 6:00 PM 

until 9:00 PM at North Linn High School (during the basketball game) and February 4, 2014 

from 7:00 AM until 8:00 PM at Falcon Center in Central City.  

The purpose of the rest of this column is to explain how the district would fund building projects 

by using SILO funding and how this relates to the PPEL Levy election. The first part will begin 

by explaining what the SILO tax is, how the district would borrow money against the SILO 

funding, how SILO funds have been used in the past, why the district feels it is a good idea to 

borrow against SILO at this time, and how SILO funds relate to PPEL funds.  The last part of the 

column will explain what the PPEL Levy is, what the PPEL referendum asking voters to 

approve, how this will impact the tax rate, what the legal uses for PPEL funds, and state how 

Central City uses the PPEL. 

What is the “SILO tax”? 

On February 13, 2007, voters in Linn County approved the School Infrastructure Local Option 

(SILO) Sales Tax.  This tax is now state-wide.  SILO is a one-cent sales tax that may be “used 

for infrastructure purposes, repair, and improvements, the payment or retirement of outstanding 

bonds previously issued for school infrastructure purposes and payment or retirement of new 

bonds issued for school infrastructure purposes issued under Iowa Code section 422E.4 (2001 

Code of Iowa).”  The SILO tax generates funds that school districts can use for activities for 

which a school district is authorized to contract indebtedness and issue general obligation bonds 

under Iowa Code 296.1. This includes purchasing, repairing, improving or remodeling the 

facilities. 

 

  



How would the district borrow money against the SILO tax? 

The Central City School Board is considering borrowing money against the anticipated sales tax 

revenue (SILO funds) to fund building projects. This method of funding school building projects 

is called Tax Anticipation Revenue Bonds.  These bonds can be approved at a Board of 

Education meeting with a vote by the school board. By borrowing against the future SILO 

revenue, the district would be able to proceed with larger capital improvement projects then if 

the district waits for the annual SILO payments. The district receives approximately $400,000 

annually in SILO payments, in monthly payments.  Borrowing against the SILO revenue is a 

common practice among school districts in Iowa.  As a point of reference, an estimate from an 

investment banking firm in Iowa, was that approximately 70% of the districts in the state have 

borrowed against the anticipated income of the SILO tax. 

How have SILO funds have been used in the past? 

In the past SILO funds have been used to complete facility upgrades. Examples of upgrades 

include new windows for the old part of the building, elementary roof repairs, updating the 

school’s boiler with a new door installed, waterway improvements to prevent flooding, insulation 

and heating updates for the multipurpose building, seal coating the back road, repairing leaking 

plumbing and repairing sidewalks.  In addition, this year the school has purchased a new school 

bus (to be delivered in late February) as well as a new Suburban.    

Why does the district feels it is a good idea to borrow against SILO at this time? 

This is a good time for the district to borrow against SILO to build because of the district’s fiscal 

situation, the timing of the project, and increasing opportunities for students. 

  

The district is in good fiscal health with a 14.4% solvency ratio (the Iowa Association of school 

boards recommends maintaining between a 5% and 15% solvency ratio).  This means that the 

district does have the ability manage short-term and long-term unexpected demands with cash on 

hand. The district has the debt capacity of 43%, which means if a need should arise, the district is 

able to borrow for new projects.  The districts long-term debt for the high school and the 

gymnasium are set to retire in 2025 (high school) and 2027 (gymnasium). Funds have been set 

aside in order to prepay the high school debt and retire it early by approximately two years. 

  

There are a few fiscal indicators that make this a good time for the district to borrow against the 

SILO.   There is less need for small projects, interest rates are favorable, and the cost to build 

(construction inflation) is set to increase.  The school board has completed the list of smaller 

projects, which has used the SILO funds to complete facility upgrades (new windows, roof, 

boiler), which they refer to as a punch list.  As this punch list of smaller projects is completed, 

the board is able to borrow money to complete larger projects.  Currently interest rates are low, 

which means it is a good time to finance new construction.  While interest rates have begun to 

rise, they still remain lower than construction inflation.  Construction inflation is the amount a 



project’s cost increases over time.  As an example, six years ago, the district received an estimate 

for the track at $150,000 at this time the same construction would cost about $300,000. 

  

The School Board feels strongly that the students at Central City Community School District 

have the same opportunities as students who attend schools in larger districts.  While it is 

impossible to match the facilities and course offerings of the larger metropolitan districts, the 

district has taken steps to provide opportunities to our students.  Examples of these opportunities 

include the 1 to 1 laptop initiative, the opportunities for junior and senior students to attend 

Kirkwood classes and earn college credit while still in high school, school sponsored robotics, 

FFA, and athletics.  The board feels strongly that the investment to improve the facilities for the 

district will benefit current students as well as future students.    

  

How do SILO funds relate to PPEL funds? 

Perhaps the major difference is the manner in which the two funds are generated and distributed.   

SILO funds are generated by spending in the state (as they are a sales tax) and are distributed by 

the state legislature. PPEL funds are generated at the local school district level and are set by the 

school board and approved by local voters.  The SILO and PPEL funds are similar in what they 

can fund. In this matter if the district were to borrow money against the SILO funds, that would 

reduce the amount of SILO funds each year that would be available to the district.  The school 

board would like to increase the amount of PPEL funds in order to offset some of the SILO 

reduction.  

What is PPEL? 

The Physical Plant and Equipment Levy (PPEL) fund is a special revenue fund which can only 

be used for the purchase and improvement of land, purchase and improvement of buildings, 

purchase of a single unit of equipment exceeding $500 in value, and other expenses defined in 

section 298.3 of the Code of Iowa.  

The PPEL fund is comprised of revenue from two levies:  a voter approved levy and a Board of 

Education approved levy.  The first PPEL levy, the voter approved levy, can total $1.34.  

Currently, Central City voters have approved a $.67 PPEL levy, which will expire in 2015.  A 

voter approved PPEL Levy is approved for a ten-year period.  The second PPEL levy is the 

Board approved levy.  The Board has approved this levy at its maximum level of $.33 currently.   

When combined, Central City Community School District’s current PPEL levy is $1.00.  Raising 

the district’s voter approved PPEL levy from $.67 to $1.34 would increase the the total levy from 

$1.00 to $1.67.   Central City’s current voter approved levy of $.67 generates $80,000.  A voter 

approved PPEL of $1.34 would generate approximately $160,000. 

 What is the PPEL referendum asking voters to approve? 



The referendum on February 4, 2014 is asking for voters to approve an additional $.67 on the 

voter approved PPEL levy, taking it to its maximum amount, $1.34.  The district’s current PPEL 

levy will expire on June 30, 2015.  If this levy were approved, the rate would increase from $.67 

to $1.34 on July 1, 2015.  

Will this increase the district’s tax rate? 

No. This is considered a “No Increase, Increase”. The District will offset the additional .67-cent 

PPEL levy by reducing other levies by at least $.67 cents.  The Board of Education is committed 

to keeping the property tax rate flat, with no increases, for the Central City taxpayers. 

What are the legal uses for PPEL funds? 

• purchase and improvement of grounds 

• construction of school houses or buildings 

• opening roads to school houses or buildings 

• purchase of a single piece of equipment exceeding $500 in value 

• payment of debts contracted for the erection or construction of school houses or buildings 

• procurement or acquisition of libraries 

• repairing, remodeling, reconstructing, improving, or expanding the school houses or buildings 

and additions to existing schoolhouses 

• expenditures for energy conservation 

• rental of facilities 

• purchase of transportation equipment for transporting students 

• lease purchase option agreements for school buildings or equipment 

How does Central City use the PPEL? 

The Central City Community School District uses the PPEL funding for three primary purposes: 

(1) The district has used PPEL to continue to update and provide technology for our students. 

We expect this expenditure will continue the district’s 1:1 initiative. 

(2) During the course of the school year, various repairs are needed to the facilities. This could 

include heating/cooling systems, plumbing, walls, windows, doors, sidewalks, and playgrounds, 



to name a few.  A good portion of the PPEL funding during the course of the year is used to fix 

and maintain the buildings. 

(3) The district purchases all of their transportation needs through the use of PPEL. This would 

include buses, vans, or cars as needed by the district. 

PPEL funds are restricted in how they may be used. PPEL funds may not be used to fund salaries 

and benefits.  The district is creating a prioritized list for use of the funds that may include but is 

not limited to the following: 

• Bus and vehicle replacements 

• Install doors and security systems at schools 

• Continue the 1:1 computer initiative 

• Complete remaining HVAC upgrades at the Elementary School 

• Expand parking on campus 

• Energy efficiency projects 

• Upgrade old restrooms  

• Continue to maintain facility and grounds  

 


