Senate Ways and Means Committee
Substitute HB 343 Opponent Testimony
December 5, 2018

Chairman Eklund, Vice Chair Terhar, Ranking Minority Member Williams and members
of the Ways and Means Committee. My name is Kerri Johnson, Treasurer/CFO for the
Anthony Wayne Local School District, in Lucas County Ohio. Joining me today is Ryan
Stechschulte, Treasurer/CFO of Toledo Public Schools, in Lucas County Ohio. Thank
you for the opportunity to speak to you today in opposition of Substitute House Bill (Sub.
HB) 343.

| have been a treasurer for 26 years and an assistant treasurer for 3 years, giving me 29
years of experience in the school finance office. Ryan has been a treasurer/CFO for the
past 25 years. Although many 'bills' have represented a great amount of importance to
our careers, we have never felt the importance of involvement, professionally and
personally, as we do today, which is why we are here.

We strongly believe Substitute HB 343 originates from the residential complaints filed in
Lucas County. We believe this is because the legislator who introduced HB 343 is from
Lucas County and is aware of the complaints received by school districts due to the
ongoing media coverage it has received. It is public knowledge in Lucas County that
there is a philosophical difference between the county auditor and the school districts
concerning the process for maintaining the most accurate property values possible.

In my 12 years at Anthony Wayne, this has only become a major issue in the last two
years. In 2017 (regarding Tax Year (TY) 2016 cases), the Auditor held "help clinics” in
each district to help residents file counter-complaints against the school districts
concerning the increase in property values we were seeking. The meetings were open
to all taxpayers. Computers and staff, were available to assist them with this process.

A short time after that, the Auditor met individually with each district asking them to drop
their 2016 cases, telling us that she would make each district whole with excess money
from the Real Estate Assessment fund, which is an account funded by auditor and
treasurer fees deducted when property tax payments are issued to schools and
municipalities. In exchange for dropping the pending challenges, school districts were
iven money to offset the lower tax revenue (because of values that were set too low).

When it came time to file claims (or counter-claims) with the County Board of Revision
(BOR) on the TY 2017 cases (in early 2018), Lucas County was in a reappraisal year.
Districts were asked by the County Auditor to abandon the property challenges and to
"let me do my job and the reappraisal will correct the problem." Districts, once again,
dropped their cases in anticipation that values would be set appropriately.

Again, 2018 is a reappraisal year for Lucas county. In talking with staff at the Ohio
Department of Taxation (ODT), and using data from their website




) the median ratio (taxable value to market value) should be
between percen and 110 percent to best reflect actual market conditions. In
practice, the ODT aims to have the ratios in the year of reappraisal or triennial update to
be at least 90 percent and, preferably, in the 92-94 percent range.

The Lucas County Auditor assured school districts that property valuations would be
corrected through the reappraisal process. Yet the Anthony Wayne Local School
District's, cumulative percent of market value is at 88.50%. Broken down by Jurisdictlon
(the district has four the ercentages are 91.01%, 86.61%, 93.5% and 83.06% (S€€

‘ #2). Of the residential cases for TY 2017, the valu
reS|dent|a| homes were set at an average of 66% of the sale price (S€¢ )
If homes were valued fairly, the number of cases filed with the BOR could be
minimal. The Toledo Public Schools’ cumulative percent of market value is at 85.33%.

This data leads us to believe the problem of undervalued property in our districts will not
in fact be corrected through reappraisal. We have obtained the atta O)DT)
from the State Tax Commissioner, dated November 27, addressed to the Lucas County
Auditor. This letter indicates that the Commissioner also finds progress is needed in
accurately assessing property values across the county .

Ryan will now continue our testimony.

Thank your Mr. Chairman for allowing me to speak.

The Anthony Wayne Local Schools and the Toledo Public Schools are informed of
potential property owner claims (anything above a $50,000 variation in value), according
to Ohio law. However, our districts choose to only contest residential properties with a
variation of over $100,000 in value (for both original property valuation claims and
counter-claims).

Our districts work with local Lucas County attorneys. They, on behalf of the district, will
initiate a complaint to increase the value. However, as treasurers, we personally review
the cases with the attorney before they are filed at the BOR, in order to understand any
unique circumstances, on commercial property mainly, such as school donation
agreements or community reinvestment areas, etc.

This process followed by both our districts is what we are permitted to do by law as part
of a fair system of checks and balances. Our Boards of Education feel this legal process
is fair to all taxpayers because it insures that everyone is paying their fair share.
Allowing properties to remain undervalued is unfair and essentially results in higher
taxes being paid by other taxpayers.

Many times the challenges we file are based on actual property sales. Typically, we
would look at properties that have been sold during the previous TY. These are
instances where the BOR has the benefit of information from an arm’s length
transaction, and typically, when financed, the financial institution will have required an




appraisal. There should be no doubt about the market value of the property in such
cases.

That said, | want to share with you some information about a specific example where
the Toledo Schools has worked to achieve a reasonable solution for achieving accurate
taxable values.

Recently, a commercial entity in Toledo purchased 13 contiguous parcels of property for
$4 million or $38 per square foot. Prior to the sale, the 13 parcels were valued at
$700,000 or $6.65 per square foot. Through negotiations, consultation with appraisers
and studying prior sales in the area, Toledo Public Schools was able to negotiate a
settlement ($23sq/ft) that all parties involved felt was fair and equitable.

The current property valuation and tax system has worked to benefit its taxpayers for
decades. Through the BOR, the system affords all interested parties the ability to
participate in the process, providing a proper procedure to preserve and maintain fair
and equal taxation practices. The new mandates in Sub. HB 343 appear to discourage
boards of education from accessing the BOR process through making the process more
restrictive. This result will negatively impact not only school districts, but also the
residential and commercial property owners whose values are accurate.

Rather than enacting the changes in Sub. HB 343, school board members should be
required to set parameters for when the district would challenge property values, such
as the types of property, dollar amounts and/or percentage change. Our Districts have
done this. Our procedures allow taxpayers fairness and equality in the actions the
district takes. County Auditors should be required to set (and follow) similar parameters
as well when it comes to valuing properties, increasing and decreasing values, etc.

This concludes our testimony. We urge you to reject Sub. HB 343. Thank you for your
time and we will be happy to address your questions.
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RESIDENTIAL SALES DATA BY COUNTY AND JURISDICTION

Valid for sales from 2005 through 2016 as well as through 2017 for those counties
undergoing reappraisal or update in 2018 or 2019

The attached spreadsheet contains residential property sales data by county from
calendar year 2005 through 2016; in addition 2017 data is available for those counties
experiencing an update or reappraisal during 2018 or 2019. The spreadsheet shows for
each county and subdivision (city, village, or township), the number of residential sales,
the median sales price for each period, and the median ratio of the county auditor’s
market value to sale price. The spreadsheet is divided into three worksheets; each
worksheet contains information for counties going through either reappraisal or triennial
update in the year indicated.

The number of sales reported in the spreadsheet includes only those sales that are
considered valid for use in sales ratio studies. Excluded are sales due to foreclosure,
sales between family members, sales where only a portion of a parcel is part of the
transaction, and other sales that are not deemed to be arm’s-length transactions by a
willing seller. In addition, sales where the price of the transaction differs from the market
value for tax purposes by more than 50 percent are also excluded.

The final column in the table is the median ratio of the market value for tax purposes as
a percentage of sales price within each jurisdiction. Under guidelines established by the
International Association of Assessment Officers (IAAO), the median ratio should be
between 90 percent and 110 percent for taxable values to best reflect actual market
conditions. In practice, the Department of Taxation aims to have the ratios in the year of
reappraisal or triennial update to be at least 90 percent and, preferably, in the 92-94
percent range.

Historically, when a county is coming up for reappraisal or triennial update, the value to
price ratio has been in the low to mid-80 percent range, so the county must raise values
to bring that ratio above 90 percent and into the acceptable range for the county
auditor’s value to reflect true market value. Under current real estate market conditions,
in areas where the ratio is approaching or has exceeded 100 percent, values may have
to be lowered.

« Download RESIDENTIAL_SALES DATA *'¥

s Source; Ohio Department of Taxation
https://www.tax.ohio.gov/tax_analysis/tax_data_series/real_property/residential_sales_data.aspx
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RESIDENTIAL SALES DATA FOR COUNTIES GOING THROUGH REAPPRAISAL OR UPDATE IN 2018 /
Jurisdiction Number Median Sales|
County Jurisdiction Name Type Year of Sales Price
LUCAS WATERVILLE Village 2005 89 $ 160,000
LUCAS WATERVILLE Village 2006 67 $ 175,000
LUCAS WATERVILLE Village 2007 69 $ 164,500
LUCAS WATERVILLE Village 2008 35 $ 158,000
LUCAS WATERVILLE Village 2009 49 $ 148,000 . el
LUCAS WATERVILLE Village 2010 41 $ 140,000 ; 5 [ / \
LUCAS WATERVILLE CITY City 2011 29 $ 180,000 100.3% L / ( 0 '+ %
LUCAS WATERVILLE CITY City 2012 57 $ 148,500 94.5% k A A
LUCAS WATERVILLE CITY City 2013 57 $ 147,500 91.3% -
LUCAS WATERVILLE CITY City 2014 79 § 168,500 88.3% [} g - ").-’H
LUCAS WATERVILLE CITY City 2015 88 $ 169,500 90.3%
LUCAS WATERVILLE CITY City 2016 86 $ 165,000 83.9% (of 9 el
LUCAS WATERVILLE CITY City 2017 102 $§ 178,000 78.6%
LUCAS WHITEHOUSE Village 2005 58 $ 130,400 84.1%
LUCAS WHITEHOUSE Village 2006 68 $ 162,500 96.8%
LUCAS WHITEHOUSE Village 2007 50 $ 202,500 98.1%
LUCAS WHITEHOUSE Village 2008 28 $ 194,000 104.6%
LUCAS WHITEHOUSE Village 2009 27 $ 154,000 100.0%
LUCAS WHITEHOUSE Village 2010 34§ 171,000 98.3%
LUCAS WHITEHOUSE Village 2011 34 § 158,000 98.4%
LUCAS WHITEHOUSE Village 2012 36 $ 159,337 90.6% A
LUCAS WHITEHOUSE Village 2013 65 $ 160,500 86.5% / 0' \
LUCAS WHITEHOUSE Village 2014 56 $ 190,500 81.9% ( b 1 ‘)
LUCAS WHITEHOUSE Village 2015 76 S 188,450 82.9% A\ )
LUCAS WHITEHOUSE Village 2016 91 $ 193,500 79.3% q ([)(/ l "_r___f_ l
LUCAS WHITEHOUSE Village 2017 84 $ 246,200 75.3% ks e
12 | ot 9
LUCAS MONCLOVA Township 2005 174 § 228,750 92.0% .
LUCAS MONCLOVA Township 2006 153 § 244,900 99.6%
LUCAS MONCLOVA Township 2007 132 § 260,000 102.9%
LUCAS MONCLOVA Township 2008 136 § 239,000 103.6%
LUCAS MONCLOVA Township 2009 101 § 239,900 96.5% -
LUCAS MONCLOVA Township 2010 118 $ 237,500 99.0% — L
LUCAS MONCLOVA Township 2011 121 $ 230,000 99.3% 0! . 5/ \
LUCAS MONCLOVA Township 2012 131 $ 223,319 92.3% O )
LUCAS MONCLOVA Township 2013 125 § 215,000 87.5% A A '
LUCAS MONCLOVA Township 2014 143 $ 259,000 87.6%
LUCAS MONCLOVA Township 2015 213 § 237,000 89.5% il vl
LUCAS MONCLOVA Township 2016 205 $ 238,000 gaay O L'-f
LUCAS MONCLOVA Township 2017 224 $ 260,850 81.2% 1 al2. %0l
LUCAS WATERVILLE Township 2005 27 $ 225,000 86.1% ( Orielercedd J‘?...)
LUCAS WATERVILLE Township 2006 17 $ 200,000 99.8%
LUCAS WATERVILLE Township 2007 8 § 192,500 105.2%
LUCAS WATERVILLE Township 2008 10 $ 182,500 115.7%
LUCAS WATERVILLE Township 2009 11 $ 192,000 98.0%
LUCAS WATERVILLE Township 2010 12§ 173,250 102.2% i
LUCAS WATERVILLE Township 2011 5 $ 149,000 94.8% rae
LUCAS WATERVILLE Township 2012 15 $ 240,000 93.0% . %=
LUCAS WATERVILLE Township 2013 10 $ 240,500 84.4% (O)g(j(o / )
LUCAS WATERVILLE Township 2014 11 § 219,500 73.4% ’
LUCAS WATERVILLE Township 2015 24 $ 239,000 85.5% Mg o
LUCAS WATERVILLE Township 2016 31 § 249,000 78.8%
LUCAS WATERVILLE Township 2017 42 $ 260,450 % .01 = Q.16
l of ,-)_,!,-1'
Trienniel update . (O."LG{_L-!’LLK‘( !Q_,)

Reappraisal

2450
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Ohio Department of
O TAXATION JOURNAL
mima S ENTRY

Date: — nov 2 7 2018

The Honorable Anita Lopez

Lucas County Auditor

One Government Center, Suite 600
Toledo, Ohio 43604-2255

Entry Number: 18-11-0440

RE: Lucas County 2018 Reappraisal

On June 4, 2018 the Lucas County Auditor filed a tentative abstract of the values produced by its 2018
sexennial reappraisal. Pursuant to Ohio Administrative Code section 5703-25-16, the Tax Commissioner
reviewed those values and found that residential property had not been assessed at its true value in money.
The Commissioner informed the County of the specific areas that were underassessed and made
recommendations for the necessary adjustments in each of those arcas.

The County responded to the Commissioner’s notice by filing a second and then a third correcting tentative
abstract, neither of which brought the values into the minimum compliance range according to the
Commissioner’s sales ratio studies. On June 26, 2018 the County filed a fourth tentative abstract that
incorporated the changes requested by the Commissioner. In response, the Commissioner issued Journal
Entry Number 18-05-0111 on June 28, 2018 accepting the proposed total market value of $21,370,286,900
and instructing the Auditor to prepare a final abstract of taxable values that would show 35% of the approved
amount (approximately $7,480 Million) plus the taxable value of minerals and new construction and less
the reduction in taxable value for property on the CAUV program.

By email dated October 31, 2018, the County notified the Commissioner that due to input from taxpayers
the county had decided to abandon the values approved by the Commissioner in June and instead file a final
abstract of values based on its initial tentative abstract filed on June 4, 2018. That final abstract is now
properly before the Commissioner for review pursuant to RC 5715.24.

The Commissioner finds that the final abstract is not in compliance with the requirement that real property
be valued at its true value in money and as ordered by the Journal Entry 18-05-0111. Therefore, the
following changes in residential value are hereby ordered:

Harding Township 8%
Jerusalem Township 8%
Monclova Township 12%
Providence Township 3%
Spencer Township 10%
Springfield Township 13%
Swanton Township 8%
Sylvania Township 13%

Washington Township 8%




Holland Village 6%

Ottawa Hills Village 7%
Swanton Village 13%
Maumee City 12%
Oregon City 10%
Sylvania City 14%
Toledo City 7%
Waterville City 12%

These are to be aggregate increases from the values reported on the final real property abstract for tax year
2017 and are increases in the value of existing property only, exclusive of new construction. They are equal

to the increases that were approved by Journal Entry 18-05-0111.

The auditor has ninety days from the date of this entry to file an adjusted abstract giving effect to this order
to avoid imposition of the mandatory penalties prescribed by Revised Code section 5715.26(A)(3).

[ CERTUY THAT THIS 1S A TRUL AND ACCURATE COPY OF THE

FENTRY RECORDED IN THE TAX COMMISSIONER'S JOURNAL /s/  Joseph W. Testa
CD/ A ; Joseph W. Testa
OsEPH W, TEST ‘o
) Tax Commissioner

TAX COMMISSIONER

SW/cmz
CC: The Honorable Dave Yost, State Auditor




