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Fiscal Note & Local Impact Statement
123 rd General Assembly of Ohio

BILL: H.B. 367 DATE: June 10, 1999

STATUS: As Introduced SPONSOR: Rep. Jacobson

LOCAL IMPACT STATEMENT REQUIRED: No — No local cost

CONTENTS: Provides property tax relief to residences' of school districts who bear a relatively high
burden of tax burden due to large proportion of residential land.

State Fiscal Highlights

STATE FUND FY 2000 FY 2001 FUTURE YEARS
General Revenue Fund
     Revenues - 0 - - 0 - - 0 -
     Expenditures - 0 - $1.5 million $3 to $5 million
Note: The state fiscal year is July 1 through June 30. For example, FY 2000 is July 1, 1999 – June 30, 2000.

•  Relief is provided to “bedroom” communities or school districts with very little commercial and industrial
property. These communities are typically located near large cities.

•  Bill applies first to tax year 2000, which includes the second half of fiscal year 2000 and the first of fiscal
year 2001. First half of property tax bills are due December 31, 2000 and second half due June 20, 2001.
Actual state disbursement for TY 2000 back to local taxing jurisdiction will occur first in the spring of 2001
(second half of FY01) and again in the fall of 2001 (first half of FY 2002).

•  Annual tax year cost is $3 million to $5 million and beginning with the second fiscal year (2002), state cost
will be $3 million to $5 million.

•  Approximately 80 – 100 school districts qualify for the reduction and approximately 25 percent are at the
HB 920 20-mill floor.

 Local Fiscal Highlights
 
•  No direct fiscal effect on political subdivisions.
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Detailed Fiscal Analysis

The bill creates a tax reduction formula to determine which school districts bear a
relatively high proportion of property tax burden and then reduces each resident’s property tax
bill by the determined excess burden percentage. Relief is primarily given to “bedroom”
communities, which are school districts that have a large proportion of residential property.

Subsidy Formula

In explaining the formula for reduction, the below definitions are employed.

Residential Property – Real residential property that is classified as residential/agricultural
property pursuant to section 5713.041 of the Revised Code.

Taxable Property – Real and tangible personal property listed on the real and public utility tax
list and the general tax list of personal property.

Taxes Charged and Payable – Taxes charged and payable against property after the reductions
required under sections 319.301,319.302, and 323.152 of the revised code and
disregarding the reduction granted by this bill.

School District Income Taxes (SDIT) – The tax liability for the preceding year under any school
district income tax levied by a school district pursuant to Chapter 5748. of the
Revised Code.

Using the above definitions, the calculations below are performed based on school district
level data.

Residential Tax Quotient (RTQ) is calculated as follows:

RTQ = (Residential Taxes Charged and Payable +  SDIT)
(All Property Taxes Charged and Payable + SDIT)

Average Residential Tax Quotient (ARTQ) is calculated as follows:

ARTQ = (Sum of All Residential Taxes Charged and Payable in the State +  SDIT)
(Sum of All Property Taxes Charged and Payable in the State     + SDIT)

Excess Residential Tax Quotient (ERTQ) is calculated as follows:

ERTQ = RTQ – (ARTQ + 0.1)

Effective Residential Tax Rate (ERTR) is calculated as follows:

ERTR = (Residential Taxes Charged and Payable +  SDIT)
(Taxable Value of Residential Property)

Annually, the Tax Commissioner shall do the following computations and steps:
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(1) Determine the ERTQ of each school district.
(2) If the district’s ERTQ > 0, the Tax Commissioner shall determine the districts’ ERTR.
(3) If the districts’ ERTR > 0.023, the Tax Commissioner shall determine the following:

Product = [lesser of 0.002 or (ERTR – 0.023)] × [District’s Total Taxable Value] × ERTQ

(4) Determine the percentage the Product represents of the total residential taxes charged in
the district or:

Excess Percentage = Product/Total Residential Taxes Charged in the district

(5) If Excess Percentage is ≥ 0.005, the Tax Commissioner shall reduce each resident’s
property tax liability (tax bill) by the determined Excess Percentage.

Analysis

LBO used data from 1994 –1997 (only available school district data) and applied the
formula. Table 1 presents the state cost, number of qualifying districts and the number of these
districts at the HB 920 20-mill floor for both property classes. The program’s cost varies between
$2.3 million and $3.2 million in these four years. The number of qualifying districts were around
90, with approximately 25 school districts at the HB 920 20-mill floor. A maximum ranges from
1.3 percent to 1.9 percent. On average, each homeowner in a qualifying school district receives
about a one- percent reduction in their property tax bill.

Table 1
Application of the Formula

Year Cost No. Districts Qualifying No. Districts at Both Floors
1994 $2.4 million 80 19
1995 $2.3 million 90 25
1996 $3.2 million 88 25
1997 $2.8 million 97 26

Summary

Using data from 1994-1997 and applying the tax reduction formula, it is shown that the
annual state cost would have been between $2 million and $3 million. LBO does not foresee this
cost estimate increasing much more than $5 million over the next few fiscal years due to the
parameter constraints within the formula.

❑  LBO staff:  Jeff Petry, Economist
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