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Property Tax Reform Arithmetic, Projected to 2010

Using Statewide Data

Assume:

Levies increase 4% per year

Assessed values increase 2% per year

Existing state tax relief cap continues at $2 billion

Not Counting Circuit Breakers

Before After Notes

1. Levy $9.2 $9.2

(billions) ($2.8) Subtract state levy takeovers

$6.4 Smaller local levy

2. Net Assessed Value $296.9 $296.9

After deductions ($48.2) Subtract new homestead deductions

(billions) $248.7 Smaller net assessed value

3. Gross Tax Rate

Levy / AV $3.09 $2.56 Gross rate falls, levy falls more than AV

(dollars per $100 AV)

4. State Credits $2.0 none State credits eliminated

Revenue used to pay for levy takeovers

5. Net Levy $7.1 $6.4 Net reduction mostly due to added sales tax 

Gross Levy less credits

6. "Net Rate"

Net Levy / AV $2.41 $2.56 Gross rate falls, but not enough to offset

(dollars per $100 AV) elimination of credits

7. Percent Change in Net Rate

6%

Tax bill increase if taxpayer's AV doesn't change

Percent Change in Homeowner AV

-37%

35% Supplemental Homestead Deduction

Increase in Homestead Deduction cap to 60% of AV

Approximate change in 

average homeowner's tax bill

-31%

Tax relief directed to homeowners



A Summary of House Enrolled Act 1001-2008 

(Section numbers in HEA 1001 are in parentheses.)
Sources:  Indiana Legislative Services Agency, “Digest of HB1001”, March 14, 2008.

Indiana Legislative Services Agency, “HEA1001 Fiscal Impact Statement 11”, March 20, 2008.

Indiana Association of Cities and Towns, “Handbook, House Enrolled Act 1001, 2008 Legislative Session”, April 2008.

HEA1001 is an enormous 804 page bill, containing 872 sections. Every provision is important to some taxpayer, state or local agency or official, but here are the provisions likely to have the biggest effects on Indiana taxpayers and government.
Eliminate Property Tax Levies
1. School corporation tuition support levy (807; repeals IC 20-45-3)
2. Special education preschool property tax levy (809; repeals IC 20-46-2)
3. County welfare levies:

(a) medical assistance to wards fund levies (822)
(b) family and children's fund levies (823)
(c) children's psychiatric residential treatment services fund levies (824)
(d) children with special health care needs county fund levies (826)
4. Hospital Levies:

(a) Hospital care for the indigent fund levy (820)
(b) A portion of the Marion County health and hospital corporation levy (391)
5. State  property tax levies: 
(a) State forestry fund

(b) State fair

(c) Department of local government finance (DLGF) data base management. (424)
6. Maximum levies reduced by the amount of pre-1977 police and firefighter pension payments (the 1925 Police Pension Fund, the 1937 Firefighters' Fund, or the 1953 Police Pension Fund.) (840)
7. Levies used to pay the state department of corrections for juvenile incarceration. (821)

This is a new approach to property tax relief in Indiana.  In the past, we have provided across-the-board tax relief, reducing all property tax funds at once.  This was the original approach of the Bowen tax reforms of 1973.  HEA1001 instead removes whole functions from the property tax, most notably the school general fund and county welfare funds.  By 2010, these funds will amount to about $2.8 billion.

State Assumes Local Costs 
1. Increases the state tuition distribution by the amount of the school corporation tuition support levy (854)
2. Requires distributions to school corporations for special education preschool children (854, 856)
3. Child welfare services (822-826)
4. Hospital Costs

(a) care for the indigent fund levy (HCI) (820)  
(b) a portion of the Marion County health and hospital corporation levy (391)
5. Incarcerating delinquent children in a department of correction facility (372, 821)
6. Local government pre-1977 police and firefighter pension payments (36)

7. Costs of state forestry fund, state fair, and DLGF data base management. (859, 860)
All of these are functions currently financed by property taxes.  State spending will increase to replace these property taxes. 

Property Tax Relief
1. Provides additional homestead credits of $620 million in 2008, $140 million in 2009 and $80 million in 2010.  
2. Beginning in 2009, abolishes property tax replacement credits and state homestead credits (except for the temporary homestead credits in 2009 and 2010).  Revenue used to finance added state costs (above). (813; repeals 6-1.1-20.9, 6-1.1-21)

3. Homesteads receive a supplemental homestead deduction equal to 35% of gross assessed value less the standard deduction, up to $600,000, and 25% of gross assessed value above $600,000. (116)

4. Sets the standard deduction at $45,000, eliminating the phase-down to $40,000 by 2013.  Raises the cap on the standard deduction from 50% of assessed value to 60% of assessed value.  (115)
5. People aged 65 or over who own a homestead with a gross assessed value of less than $160,000, and who have adjusted gross income of $30,000 (in the case of a single return) or $40,000 (in the case of a joint return) can receive a property tax credit to hold the annual property tax increase to 2% per year. (225)
In 2008 property tax relief will be provided to homeowners with a large addition to homestead credits of $620 million.  This is in addition to the $250 million in added homestead credits authorized in 2007, and in addition to the regular homestead credits that have existed since 1980.  In 2009 regular homestead credits and property tax replacement credits will be eliminated, and the revenue used to pay for the added state costs from the takeover of some local property taxes.  The small amount of temporary homestead credits will continue, equal to $140 million.  Added tax relief will be directed to homeowners through increases in homestead deductions.  Lower income people age 65 and over can limit their annual property tax bill increases to 2%.  Together, these changes are expected to reduce homeowner property taxes statewide by about a third from what they would have paid otherwise.
State Sales Tax
1. Increases the sales and use tax rates from 6% to 7%, as of April 1, 2008. (310, 311, 314)
2. Reduces sales tax collection allowance percentages for retail merchants. (313)
3. Moves sales tax revenue from property tax replacement fund (which has been eliminated) to the state general fund. (317) 
The cost of the added homestead credits in 2008 will be paid for by the initial receipts from the sales tax increase.  Sales tax revenue plus the existing state PTRC and homestead credit funds will pay for the added state costs from the levy takeovers.  

State Balances and Revenue Distributions
1. Creates the state tuition reserve fund to support school general fund appropriations in times of revenue shortfalls (14).
2. Abolishes the tuition support account in the state general fund. Transfers money from the state general fund to the state tuition reserve fund. (8, 14)
3.  Revenues from income taxes and certain wagering taxes are deposited in the state general fund (as the property tax replacement fund is eliminated). (323)
The sales tax is a less stable revenue source than the property tax.  HEA1001 creates a state tuition reserve fund to sustain spending if sales tax revenues fall short.  
Circuit Breaker Property Tax Credit
1. For property taxes in 2010 and after, the circuit breaker credit limits a person's property tax bill to a percentage of the gross assessed value of the property equal to
(a) 1% for homesteads
(b) 2% for other residential property, agricultural land and long term care property
(c) 3% for nonresidential real property and personal property (223)
2. Circuit breaker credits are phased in for property taxes in 2009.  The circuit breaker credit limits a person's property tax liability to a percentage of the gross assessed value of the property equal to

(a) 1.5% for homesteads

(b) 2.5% for other residential property, agricultural land and long term care property

(c) 3.5% for nonresidential real property and personal property (222)
3. Provisions to address local government revenue shortfalls due to circuit breaker credits

(a) If a school corporation loses more than 2% of its property tax revenue because of application of the circuit-breaker credits, it receives an added state grant in 2009 and 2010 to replace a portion of the lost revenue. (456)
 (b) For Lake and St. Joseph counties, property taxes for debt service or lease payments entered into before July 1, 2008, will not be included in the circuit breaker credit calculation. (223)
 (c) The distressed unit appeal board may consider changes in budgets, organization, circuit breaker credit percentages and other measures to assist a distressed unit. (205)
(d)  A distressed local government may appeal a decision of the distressed unit appeal board to the tax court for judicial review. (209)
4. Local governments must fully fund the payment of their debt obligations, regardless of any reduction in property tax collections due to the circuit breaker credit. (226)
Earlier legislation set the circuit breaker for homesteads at 2% for 2008.  Circuit breaker credits will not be funded by the state, so local governments will lose that part of their property tax levies.  School corporations and governments in Lake and St. Joseph counties receive special provisions to reduce their losses.  The Legislative Services Agency projects total losses to all local governments at $524 million by 2010.  The bond market may see circuit breakers as limiting the capacity of Indiana local governments to repay debt.  This would increase the cost of borrowing.  The law tries to reassure the market by requiring local governments to meet their debt obligations despite any shortfalls from circuit breakers.
State Income Taxes
1. Increases the maximum state income tax deduction for renters from $2,500 to $3,000 (318).
2. Increases the Indiana earned income tax credit from 6% of the Federal credit to 9% of the Federal credit. (325)
3. Provides that an individual may claim a deduction for state income tax purposes for property taxes that were imposed on the individual's home for the March 1, 2006 assessment date or the January 15, 2007 assessment date, are due after December 31, 2007 and are paid in 2008 on or before the due date for the property taxes. (828)
HEA1001 increases sales taxes to provide property tax relief to homeowners.  Renters do not own homes, and so do not receive direct property tax cuts.  The do pay higher sales taxes, however.  The increase in the renter’s deduction on the state income tax partially offsets this increase in sales taxes.  Lower income households also receive an increase in the Indiana earned income credit, which provides added tax refunds to lower-income working households.

Local Option Income Taxes
1. Adoption dates

(a) A county council or county income tax council may adopt or increase a local option income tax (LOIT) for property tax relief or public safety at any time during 2008 (that is, before January 1, 2009). (867)
(b) The county council or county income tax council may change the distribution of LOIT revenue for property tax relief for the following year, before October 1.  (333)
2. Public meetings by the county council or county income tax council
(a) one public meeting must be held each year to discuss whether a LOIT for property tax relief should be imposed or increased. (331, 341)
(b) To adopt a LOIT that provides tax relief to all taxpayers (not homeowners only), a county council or county income tax council must make available an estimate of the amount of property tax replacement credits to be provided to various classes of property, and adopt a resolution acknowledging that some taxpayers in the county that do not pay the LOIT will receive property tax relief.  (333, 343)

3.  To adopt the public safety income tax, a county must adopt either the levy freeze income tax or the property tax replacement income tax.  The rate for one or the other, or the combine rate for both, must be at least 0.25%.  The county does not have to adopt both income taxes to impose the public safety tax. (332, 342)
4.  Local income tax distribution issues

(a) Counties will continue to receive CAGIT, COIT, CEDIT and LOIT distributions that would otherwise be lost due to the state takeover of certain property tax levies. (329, 336, 339, 346, 869)
(b)  The computation and distribution of excise taxes or local income taxes will be based on the taxing unit's property tax levy before circuit breaker credits. (228)
(c) Adjustments are made to the LOIT rates due to the effect of the elimination of inventory from the definition of personal property. (344, 350) 
(d) For Lake County, creates three additional options for the distribution of local option income tax for property tax relief. (333, 343)
5. In a county that adopted a local option income tax in 2007, the county auditor and the county fiscal body may petition the DLGF to use part of the additional 2008 state-funded homestead credit to increase the additional homestead credit provided for 2009 or in both 2009 and 2010. (848, 849, 850)
6.  Income tax withholding issues

(a) An individual requesting tax withholding for certain types of income, or filing an extimated tax return, must identify how much is withheld for the state income tax and how much for county income taxes. (319, 320)
(b)  The state revenue department will develop crosschecks between annual withholding tax reports and individual taxpayer W-2 forms. (321)
 (c)  Employers remitting income taxes that result from withholding will report how much is attributable to local income taxes.  (330, 340, 348)
7.  The department of state revenue and the office of management and budget (OMB) will develop certain reports related to local option income taxes. OMB will submit summary data and information related to local income tax distributions to the counties. (322, 327, 338, 345)
HEA1001 makes some modifications to the new local option income taxes created by the legislature in 2007.  In 2008 the deadline for adoption is the end of the year; local income tax hearings must be held each year, and only one of the two property tax reduction income taxes must be adopted before the public safety income tax can be adopted.  Homeowners in counties that adopted LOITs in 2007 will see sizable tax reductions, so those counties are allowed to postpone their added state homestead credits for a year or two.  This could smooth the transition from property tax relief based on credits, to property tax relief based on higher deductions and levy takeovers.  
Referenda for Capital Projects and Budgets
1. “Controlled” capital projects are subject to voter referenda or the petition-remonstrance project.  Controlled projects are those that cost the local government more than either $2 million or 1% of the unit’s gross assessed value of property (if that amount is at least $1 million). (188)  
2. A project approved by the county council that responds to a natural disaster, emergency, or accident which makes an existing facility unusable are not controlled projects subject to the referendum or petition-remonstrance process. (188)

3.  Controlled projects that are eligible for the referendum process are those financed by bonds or leases, to be paid for with debt service property taxes, and are
(a) School buildings for grades K-8 that cost more than $10 million 

(b) School buildings for grades 9-12 that cost more than $20 million

(c) Other civil and school projects with that cost $12 million or at least 1% of the unit’s assessed value.  (193)

4. Controlled projects that are not subject to a referendum are subject to the petition-remonstrance process. (191)
5.  Jurisdictions are not allowed to artificially divide bigger projects into smaller projects to avoid the referendum requirement. (194)

6. Referenda may be initiated by either 100 persons who are owners of real property within the local government or registered voters residing within the local government, or 5% of the registered voters residing within the local government.  If more than 100 signatures are collected, only up to 125 signatures need to be verified by local officials. (193)
7.  Jurisdictions are restricted in the use of public money, facilities and employees to promote one side of a referendum (the same restrictions apply to a petition-remonstrance question). (200)
8. Property taxes approved by the voters in a referendum are not subject to the circuit breaker credit. (222, 223)
9. After June 30, 2008, Department of Local Government Finance review and approval of bonds or leases for capital projects is not required. (197)
10. A school corporation may hold a referendum on whether a property tax levy should be imposed because it cannot carry out its duties without additional revenue, or to replace property tax revenue lost to the circuit breaker credit. A school corporation does not need the approval of the school property tax control board or the DLGF to hold such a referendum.  An added tax levy approved by referendum is not subject to the circuit breaker credit. (495-503)
Most states use referenda for capital projects; until now, Indiana has not.  Larger projects are subject to referenda if 100 or more voters or property owners sign a petition requesting one.  If passed, the added debt service taxes are outside the circuit breaker limits.  Smaller projects subject to the petition-remonstrance process are within the circuit breaker limits.  School corporations can submit additions to their budgets to a referendum.  If passed, the added taxes are outside the circuit breaker limits.
Township Assessors and Assessment Administration
1.  The county assessor will take over the property assessment duties of elected township assessors in townships with fewer than 15,000 real property parcels, and in townships in which there is a trustee-assessor, on July 1 ,2008.  The law provides procedures for the transfer of employees, property, funds and records from the townships to the county assessor, and for the adjustment of tax rates.  Elected township assessors may remain in office until their terms expire.  Their duties will be to assist the county assessor. (86, 710, 829-835)
2.  A referendum will be held in November 2008 in townships with 15,000 or more real property parcels to decide whether to transfer the duties of the elected township assessor to the county assessor. (693-698, 710, 832, 834)
3.  Assessor certification

(a) A person running for county assessor or the remaining elected township assessor positions after January 1, 2012 must be certified a level three assessor-appraiser before taking office. (2, 3)
(c) Employees of the county assessor’s office who perform real property assessing duties must be certified at the same level as the county assessor after June 30, 2009. (699)
 (b) Employees of a property assessment contractor must be certified a level two assessor-appraiser.  (275)
4.  Allows county assessors and township assessors who fail to perform their duties to be removed from office. (81)
5.  Amends the procedure for review by the county property tax assessment board of appeals. (137)
Most states base their assessment administration with the counties.  Until now, Indiana has based assessment administration with townships and counties.  HEA1001 transfers the assessing duties of the township-trustees to the county assessor.  It eliminates the office of elected township assessors in townships with fewer than 15,000 real property parcels, and transfers their duties to the county assessor.  Elected township assessors in bigger townships will face a referendum in November 2008 to decide whether their positions will continue.

Review of Taxes, Budgets and Capital Projects
1.  Abolishes the county boards of tax and capital projects review, which were to be established by 2009. (801; repeals 6-1.1-29.5)
2.  Non-school taxing units shall file the proposed tax rates, levies and budgets for the following budget year with the county council, at least fifteen days before rates are fixed and budgets adopted. The county council will make a nonbinding recommendation about the tax rates, levies and budgets. (148)

3.  The applicable county, city or town must approve bonds or leases payable from property taxes for taxing units with a governing body that does not consist of a majority of officials elected to that body.  The same county, city or town must approve budgets of such units that increase more than the maximum levy growth percentage. (163, 164)
These provisions may have been inspired by the Local Government Reform Commission recommendations, made in December 2007.  Instead of the tax and capital projects review boards, a new layer of government that was to be established in 2009, the county, city and town councils are given review duties for the capital projects of jurisdictions government by unelected boards.  In addition, a new step is added to the budget process.  Non-school units will submit their proposed budgets, levies and tax rates to the county council before there are final.  The council will make a non-binding recommendation.  This new step could be especially useful in counties with substantial circuit breaker credits.
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Primary Distribution of Relief Total  Total

Decision Levy Property Tax All  Homesteads/ Public Added LOIT

County Body Freeze Relief Taxpayers Homesteads Rentals Safety Rate Rate

Benton County Council (CAGIT) 1.00% 100% 1.00% 2.290%

Brown County Council (CAGIT) 0.20% 0.50% 100% 0.25% 0.95% 2.200%

Fayette Connersville City (COIT) 1.00% 100% 1.00% 2.370%

Howard Kokomo City (COIT) 0.50% 100% 0.50% 1.600%

Jasper County Council (CAGIT) 0.30% 1.00% 100% 0.25% 1.55% 2.925%

Jay County Council (CAGIT) 0.40% 0.50% 100% 0.05% 0.95% 2.450%

Marion City/County Council (COIT) 0.20% 0.45% 0.65% 1.500%

Montgomery Multiple Units (COIT) 1.00% 20% 80% 1.00% 2.050%

Morgan County Council (CAGIT) 0.20% 1.00% 100% 0.25% 1.45% 2.720%

Parke County Council (CAGIT) 0.30% 0.25% 100% 0.25% 0.80% 2.300%

Pulaski County Council (CAGIT) 0.40% 1.00% 100% 1.40% 3.130%

Wabash County Council (CAGIT) 0.30% 1.00% 50% 50% 1.30% 2.800%

Warren County Council (CAGIT) 0.30% 0.25% 100% 0.25% 0.80% 2.085%

Wells County Council (CAGIT) 0.40% 0.20% 100% 0.05% 0.65% 2.100%

Sources:  Legislative Services Agency; State Budget Agency.
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Homesteads

Non-Homestead 

Residential

Commercial 

Apartments

Other Real 

Property

Personal 

Property Total

Change from Taxes Under Current Law due to:

Levy Takeovers, 35% Homestead Deduction -31.7% 6.1% 7.3% 6.5% 0.0% -10.4%

Circuit Breaker 1/2/3 Limits -4.6% -18.7% -21.3% -4.3% -4.4% -7.2%

Total -36.3% -12.6% -14.0% 2.2% -4.4% -17.6%

Source:  Legislative Services Agency, "Estimated Impact on Net Property Tax, HB1001 (2008) CC08 Update", March 13, 2008.
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(Legislative Services Agency, March 2008)

2007* to 2008 to 2009 to 2007* to

2008 2009 2010 2010

Indiana Average -30.4% 3.4% 0.5% -27.7%

1 Adams -26.3% 13.0% 3.4% -13.9%

2 Allen -31.5% 10.4% -0.1% -24.5%

3 Bartholomew -34.0% 14.9% 3.9% -21.1%

4 Benton -41.9% 13.7% 1.8% -32.8%

5 Blackford -29.8% 7.7% -2.9% -26.6%

6 Boone -10.2% -19.8% -5.0% -31.7%

7 Brown -48.6% -25.4% 6.0% -59.3%

8 Carroll -33.1% 18.4% 0.3% -20.6%

9 Cass -35.3% 9.2% 0.6% -28.9%

10 Clark -48.9% 32.5% 9.5% -25.8%

11 Clay -40.8% 40.0% 5.5% -12.6%

12 Clinton -32.8% 14.8% 3.9% -19.8%

13 Crawford -28.1% -0.8% -8.2% -34.5%

14 Daviess -32.5% 23.1% -3.5% -19.8%

15 Dearborn -21.6% -4.5% 4.9% -21.5%

16 Decatur -30.8% 12.5% 7.5% -16.3%

17 DeKalb -54.4% 63.5% 7.7% -19.8%

18 Delaware -32.7% 6.1% 0.4% -28.4%

19 Dubois -22.1% -1.3% 1.0% -22.3%

20 Elkhart -28.5% 4.2% -0.2% -25.6%

21 Fayette -70.4% 46.8% 14.7% -50.2%

22 Floyd -33.1% 14.3% 6.7% -18.4%

23 Fountain -33.8% 13.2% 4.7% -21.5%

24 Franklin -31.1% 21.7% 6.1% -11.0%

25 Fulton -35.7% 11.3% 4.5% -25.3%

26 Gibson -30.5% 8.6% -1.8% -25.9%

27 Grant -41.4% 13.3% 5.5% -30.0%

28 Greene -24.2% -1.9% 0.2% -25.4%

29 Hamilton -17.0% -7.4% 2.4% -21.3%

30 Hancock -23.1% 4.2% 1.2% -18.9%

31 Harrison -27.0% 6.2% 5.9% -17.9%

32 Hendricks -16.0% -6.9% -4.2% -25.1%

33 Henry -29.6% 7.1% 2.0% -23.1%

34 Howard -46.7% -10.1% 11.0% -46.9%

35 Huntington -36.8% 23.7% -0.5% -22.2%

36 Jackson -33.3% 12.6% 6.6% -20.0%

37 Jasper -46.7% 2.5% 5.2% -42.5%

38 Jay -50.2% 16.3% 6.3% -38.4%

39 Jefferson -30.9% 3.8% 1.4% -27.3%

40 Jennings -30.1% 8.8% 1.8% -22.5%

41 Johnson -21.0% -0.5% -0.5% -21.7%

42 Knox -35.5% 10.7% -2.6% -30.4%

43 Kosciusko -25.8% 0.2% 5.5% -21.6%

44 LaGrange -27.2% 4.4% 5.7% -19.7%

45 Lake -31.0% -3.2% 0.7% -32.7%

46 LaPorte -39.0% 27.7% 0.7% -21.6%

47 Lawrence -32.3% 13.6% -0.5% -23.5%

48 Madison -37.1% 14.6% 3.4% -25.5%

49 Marion -28.8% -1.3% -6.5% -34.4%

50 Marshall -29.0% 5.3% 4.5% -21.8%
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2007* to 2008 to 2009 to 2007* to

2008 2009 2010 2010

51 Martin -20.7% -3.6% 1.8% -22.1%

52 Miami -39.2% 14.9% 4.2% -27.2%

53 Monroe -32.9% 7.8% 7.1% -22.5%

54 Montgomery -52.5% -31.0% 11.2% -63.5%

55 Morgan -54.1% 12.3% 5.3% -45.7%

56 Newton -32.2% 16.2% 2.3% -19.5%

57 Noble -32.3% 14.1% 5.7% -18.4%

58 Ohio -41.2% 25.9% 8.1% -20.0%

59 Orange -27.8% 8.1% 5.1% -17.9%

60 Owen -17.4% -5.4% 2.8% -19.6%

61 Parke -32.7% 7.2% 2.0% -26.3%

62 Perry -39.5% 28.2% -0.4% -22.7%

63 Pike -29.7% 6.4% 1.4% -24.1%

64 Porter -28.9% 7.5% -0.1% -23.7%

65 Posey -43.2% 18.9% 4.2% -29.5%

66 Pulaski -52.8% 13.8% 6.0% -43.1%

67 Putnam -28.9% 4.6% 3.3% -23.1%

68 Randolph -34.4% 9.5% 1.9% -26.9%

69 Ripley -23.4% -1.2% 6.9% -19.1%

70 Rush -39.8% 32.9% 6.5% -14.7%

71 St. Joseph -38.2% 11.6% 3.1% -29.0%

72 Scott -25.6% -2.0% 2.0% -25.6%

73 Shelby -29.1% 4.9% 0.9% -25.0%

74 Spencer -26.7% 4.5% 5.4% -19.3%

75 Starke -28.3% -1.4% 4.3% -26.2%

76 Steuben -30.1% -4.0% 6.5% -28.5%

77 Sullivan -32.0% 4.5% -1.0% -29.7%

78 Switzerland -31.0% 7.3% 7.2% -20.7%

79 Tippecanoe -30.2% -1.8% 7.2% -26.6%

80 Tipton -33.0% 24.6% 3.8% -13.4%

81 Union -23.4% -4.5% 2.2% -25.3%

82 Vanderburgh -44.7% 27.6% 6.9% -24.5%

83 Vermillion -23.4% -0.8% -2.1% -25.6%

84 Vigo -46.9% 41.0% -1.4% -26.2%

85 Wabash -69.3% 32.9% 13.9% -53.5%

86 Warren -39.3% 18.6% 4.0% -25.1%

87 Warrick -26.3% 8.9% 5.5% -15.3%

88 Washington -28.0% 10.8% 3.0% -17.8%

89 Wayne -38.6% 26.7% -3.7% -25.2%

90 Wells -31.1% -4.1% 6.3% -29.8%

91 White -29.8% 7.9% 5.2% -20.3%

92 Whitley -29.5% 14.2% 4.2% -16.1%

*2007 homestead levies without the end-of-year rebate.

Source:  Legislative Services Agency, "Estimated Impact on Net Property Tax, 

HB 1001 - CC08 Update," March 13, 2008. 
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    Median Homeowner Median Renter

Income 55,634       24,992   

Home Value 120,700     -         

Dollar Pct. Dollar Pct. 

Before After Change Change Before After Change Change

Property Tax 1,326            906            (420)           -32% -          -          -              -

Sales Tax 1,200            1,392         192             16% 894         1,034      140              16%

Income Tax 2,192            2,210         18               1% 693         622         (71)              -10%

State Excise Taxes 717               718            1                 0% 567         567         0                  0%

Federal Income Tax 3,149            3,209         60               2% (1,638)     (1,638)     -              0%

Federal Other Taxes 4,661            4,661         -             0% 2,246      2,246      -              0%

Total Indiana Taxes 5,434            5,226         (209)           -4% 2,154      2,224      69                3%

Total Taxes 13,244          13,095       (149)           -1% 2,762      2,831      69                3%

Policy changes based on HEA1001, the 2008 Indiana tax reform.



[image: image11.emf]Tax Changes in Dollars for 60 Representative Households

Households with Three People

Household Income

15,000       27,500        42,500       62,500    87,500    150,000      

Home Renter

17              69               144            175         213         297             

Value 15,000         

(1)               67               126            164         203         294             

40,000         

(66)             2                 61              108         148         245             

60,000         

(118)           (50)             9                64           104         206             

75,000         

(157)           (89)             (30)             31           71           177             

85,000         

(183)           (115)           (56)             9             49           158             

95,000         

(222)           (154)           (95)             (24)          16           128             

150,000       

(508)           (440)           (299)           (267)        (228)        (86)             

225,000       

(929)           (862)           (657)           (626)        (586)        (402)           

375,000       

(2,145)        (2,078)        (1,691)        (1,659)     (1,620)     (1,314)        

Households have two adults under age 65 and one child.

Property, PTRC and homestead rates set at state averages. 

Taxes include property, sales, state and local income, excise; Federal income, social security

and excise.

Shaded cells show tax changes of less than $50, increase or decrease.


[image: image4.emf]Estimated Shares of Households by Total Tax Bill Change

(includes Local, State and Federal taxes)

All Households

Tax Cuts of More Than $50 57%

Changes of Less Than $50 21%

Tax Hikes of More Than $50 23%

Homeowners

Tax Cuts of More Than $50 78%

Changes of Less Than $50 13%

Tax Hikes of More Than $50 8%

Renters

Tax Cuts of More Than $50 0%

Changes of Less Than $50 40%

Tax Hikes of More Than $50 60%



[image: image5.emf]Estimated Circuit Breaker Credits by County

(Tax savings for taxpayers/Lost revenue for local governments)

2008 2009 2010

Total Total Total 2010

Estimated Estimated Estimated Credit as % of

County Credit $ Credit $ Credit $ Budget Levy

Summary By County

Adams 2,092 288,698 1,200,780 2.6% 4.4%

Allen 7,129 5,451,341 25,240,593 4.3% 7.1%

Bartholomew 0 181,960 2,298,404 1.6% 2.9%

Benton 0 85,436 388,626 2.1% 3.5%

Blackford 2,888 588,457 1,363,216 7.0% 12.2%

Boone 0 22,015 2,796,042 2.5% 4.5%

Brown 0 0 289 0.0% 0.0%

Carroll 2,399 590,152 1,328,994 5.0% 7.6%

Cass 11,267 2,712,354 5,411,644 9.3% 15.2%

Clark 0 138,491 303,230 0.2% 0.5%

Clay 0 103,862 508,862 1.8% 3.3%

Clinton 7,002 1,103,417 2,366,665 4.4% 8.2%

Crawford 6,302 264,903 907,260 7.8% 12.1%

Daviess 1,058 1,078,881 2,737,821 7.0% 11.2%

Dearborn 0 4,068 111,494 0.1% 0.3%

Decatur 0 28,491 40,454 0.1% 0.2%

DeKalb 94 180,368 567,826 0.9% 1.5%

Delaware 32,260 9,545,764 20,649,779 11.1% 18.1%

Dubois 39 148,235 1,275,835 1.9% 3.3%

Elkhart 689 3,817,392 12,573,923 3.8% 6.3%

Fayette 0 142,883 599,168 1.8% 2.8%

Floyd 0 146,702 1,254,718 1.4% 2.2%

Fountain 0 32,283 331,715 1.7% 2.7%

Franklin 0 17,428 52,256 0.2% 0.4%

Fulton 0 87,774 616,464 2.2% 3.8%

Gibson 4,575 1,033,285 2,740,439 5.8% 8.0%

Grant 4,308 1,973,906 4,595,057 5.0% 8.5%

Greene 1,594 340,685 1,170,218 3.7% 6.6%

Hamilton 0 60,372 4,478,264 0.7% 1.5%

Hancock 0 72,783 1,684,050 1.6% 3.0%

Harrison 0 17,253 60,096 0.2% 0.3%

Hendricks 4,242 1,434,947 10,090,300 3.7% 6.7%

Henry 21,464 1,219,817 3,097,928 4.7% 8.2%

Howard 0 887,887 3,868,383 2.7% 3.9%

Huntington 2,822 1,353,238 4,016,580 7.6% 12.0%

Jackson 118 56,187 109,117 0.2% 0.3%

Jasper 0 9,117 13,857 0.0% 0.1%

Jay 0 63,273 372,747 1.4% 2.1%

Jefferson 2,389 112,575 1,273,527 3.1% 4.8%

Jennings 0 200,976 760,590 2.6% 4.4%

Johnson 0 1,916,101 7,802,018 3.4% 6.0%

Knox 4,995 1,846,007 4,253,010 7.7% 13.6%

Kosciusko 0 9,219 224,826 0.2% 0.4%

LaGrange 0 41,509 161,026 0.4% 0.7%

Lake 3,613,330 113,501,135 154,121,765 14.7% 20.0%


[image: image6.emf]Estimated Circuit Breaker Credits by County

(Tax savings for taxpayers/Lost revenue for local governments)

2008 2009 2010

Total Total Total 2010

Estimated Estimated Estimated Credit as % of

County Credit $ Credit $ Credit $ Budget Levy

Summary By County

LaPorte 1,621 3,987,608 10,799,583 6.2% 9.7%

Lawrence 996 1,311,175 3,366,196 5.7% 9.9%

Madison 4,995 6,733,397 14,442,850 7.5% 13.4%

Marion 90,706 31,250,201 111,639,159 5.9% 10.3%

Marshall 239 141,016 1,090,456 1.7% 2.7%

Martin 976 52,757 260,214 2.2% 4.2%

Miami 7,217 1,270,869 2,563,920 6.5% 11.2%

Monroe 0 40,077 181,615 0.1% 0.2%

Montgomery 0 1,721,175 3,343,519 5.0% 7.6%

Morgan 0 113,862 117,129 0.1% 0.3%

Newton 50 98,832 487,892 2.2% 3.3%

Noble 0 146,885 797,462 1.2% 2.1%

Ohio 0 7,799 9,080 0.1% 0.3%

Orange 0 37,792 222,850 1.0% 2.1%

Owen 0 16,737 220,791 1.1% 1.7%

Parke 0 48,269 170,860 0.9% 1.5%

Perry 0 342,962 912,411 4.3% 7.0%

Pike 411 220,962 695,366 3.7% 4.9%

Porter 10,553 1,364,456 9,637,325 4.0% 5.4%

Posey 688 155,014 544,841 1.2% 2.4%

Pulaski 0 19,717 27,716 0.2% 0.2%

Putnam 2,271 94,636 695,563 1.7% 2.5%

Randolph 901 1,043,315 2,098,819 6.0% 10.4%

Ripley 0 64 7,630 0.0% 0.0%

Rush 742 373,583 828,624 3.0% 5.7%

St. Joseph 43,704 16,038,549 34,630,372 7.4% 11.9%

Scott 2,480 401,304 1,103,050 4.0% 7.0%

Shelby 0 384,402 1,896,720 2.9% 4.8%

Spencer 100 69,839 276,968 0.7% 1.3%

Starke 192 122,587 480,545 1.8% 2.9%

Steuben 0 31 22,034 0.0% 0.1%

Sullivan 460 324,651 1,123,095 4.3% 6.1%

Switzerland 0 0 833 0.0% 0.0%

Tippecanoe 0 5,466 124,314 0.1% 0.1%

Tipton 87 274,374 734,613 2.7% 5.0%

Union 0 60,108 225,122 2.4% 3.9%

Vanderburgh 2,770 473,461 6,599,022 2.4% 4.1%

Vermillion 1,911 281,364 1,021,219 4.7% 5.8%

Vigo 7,237 4,216,524 11,420,345 6.5% 11.4%

Wabash 0 183,400 614,508 1.3% 2.5%

Warren 0 11,763 56,896 0.4% 0.7%

Warrick 618 365,628 911,045 1.3% 1.9%

Washington 0 237,870 757,128 2.2% 4.1%

Wayne 12,593 1,956,043 6,323,560 5.7% 9.9%

Wells 0 97,373 260,673 0.7% 1.3%

White 0 43,022 275,856 0.6% 1.1%

Whitley 0 85,590 474,983 1.1% 2.0%

State Unit 1,546 0 0 0.0% 0.0%

3,929,120 229,138,136 524,314,628 4.9% 8.2%

Source:  Legislative Services Agency, "Potential Circuit Breaker Credits, HEA 1001 (2008)", 

March 17, 2008. 



[image: image7.emf]Estimated Circuit Breaker Credits by Unit Type

(Tax savings for taxpayers/Lost revenue for local governments)

2008 2009 2010

Total Total Total 2010

Estimated Estimated Estimated Credit as % of

County Credit $ Credit $ Credit $ Budget Levy

Summary By Unit Type

Counties 615,283 28,310,920 74,375,017 3.2% 6.1%

Townships 91,656 9,945,254 21,683,205 4.6% 8.6%

Cities and Towns 1,692,040 96,687,956 188,088,906 7.0% 13.2%

School Corporations 890,154 56,468,958 159,109,967 4.4% 5.8%

Libraries 184,380 11,530,404 24,722,222 5.3% 8.2%

Special Units 452,151 25,723,009 54,978,958 5.4% 12.8%

Redevelopment Commissions 1,910 471,635 1,356,353 8.2% 8.3%

State Unit 1,546 0 0

3,929,120 229,138,136 524,314,628 4.9% 8.2%

Special State Appropriations for School Corporations with Circuit Breaker Losses

of 2% or more of their levies

School Corporations 0 48,788,027       69,997,324     

Net Circuit Breaker Credits 890,154 7,680,931         89,112,643      2.5% 3.3%




What’s Next?  Three Decisions for Local Governments in 2008
1.  Adopt Local Option Income Taxes?

· Deadline for adoption for 2009 is the end of the year, 2008

· Three LOIT options available—budget freeze, property tax replacement, public safety

· Three distribution options available for property tax replacement income tax

· To homeowners only

· To homeowners and owners of rental housing

· To all property owners

· Which option will reduce circuit breaker credit losses the most?

· Is additional relief needed for homeowners to smooth out “boomerang” tax increases in 2009?

· How will net taxes on homeowners and other taxpayers change with an income tax increase and a property tax cut? 

2.  Postpone 2008 State Homestead Credits?

· For counties that adopted the new LOIT taxes in 2007

· Homeowners will receive significant property tax relief in 2008 with the property tax replacement income tax

· Taxes “boomerang” in 2009 in some counties

· Should the county petition to postpone some or all of the additional 2008 state homestead credits to 2009 or 2010, to smooth homeowner property tax changes?

3.  Budget Process—how to handle interdependent budgets?

· In counties with significant circuit breakers, no jurisdiction can know how much property tax revenue it will receive until all overlapping jurisdictions set their tax rates:  no one can budget until everyone budgets
· HEA1001 requires that all civil units (non-school units) submit their tax, levy and budget proposals to the county council at least two weeks before they are fixed

· County council is to make non-binding recommendations about tax rates, levies and budgets
· County council could act as a clearing house for the information needed for each unit to budget

· Analysis would require simulated tax bill runs for all county property taxpayers, to estimate circuit breaker credits for each jurisdiction

For more information


DeBoer’s Indiana Local Government Information Website: www.agecon.purdue.edu/crd/Localgov
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