Amendment No. AM 135 3080

S. B. No. 186
As Passed by the Senate

moved to amend as follows:

In line 2 of the title, after "5713.18" insert ", 5715.01, 5715.012"

In line 5 of the title, delete "and" and insert ","

In line 7 of the title, after "property" insert ", and to modify the

procedures used to value real property for tax purposes"

In line 9, after "5713.18" insert ", 5715.01, 5715.012"

After line 391, insert:

"Sec. 5715.01. (»)

The tax commissioner shall direct and

supervise the assessment for taxation of all real property. The

commissioner shall adopt,

prescribe, and promulgate rules for

the determination of true value and taxable value of real

property by uniform rule for such values and for the

determination of the current agricultural use value of land

devoted exclusively to agricultural use.

(1) The uniform rules shall prescribe methods of

determining the true value and taxable value of real property.

The rules shall provide that in determining the true value of
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lands or improvements thereon for tax purposes, all facts and
circumstances relating to the value of the property, its
availability for the purposes for which it is constructed or
being used, its obsolete character, if any, the income capacity
of the property, if any, and any other factor that tends to
prove its true value shall be used. In determining the true
value of minerals or rights to minerals for the purpose of real
property taxation, the tax commissioner shall not include in the
value of the minerals or rights to minerals the value of any
tangible personal property used in the recovery of those

minerals.

(2) The uniform rules shall prescribe the method for
determining the current agricultural use value of land devoted
exclusively to agricultural use, which method shall reflect
standard and modern appraisal techniques that take into
consideration the productivity of the soil under normal
management practices, typical cropping and land use patterns,
the average price patterns of the crops and products produced
and the typical production costs to determine the net income

potential to be capitalized, and other pertinent factors.

In determining the agricultural land capitalization rate
to be applied to the net income potential from agricultural use,
the commissioner shall use standard and modern appraisal
techniques. In calculating the capitalization rate for any year,
the commissioner shall comply with both of the following

requirements:

(a) The commissioner shall use an equity yield rate equal
to the greater of (i) the average of the total rates of return
on farm equity for the twenty-five most recent years for which

those rates have been calculated and published by the United
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States department of agriculture economic research service or
another published source or (ii) the loan interest rate the
commissioner uses for that year to calculate the capitalization

rate;

(b) The commissioner shall assume that the holding period
for agricultural land is twenty-five years for the purpose of
computing buildup of equity or appreciation with respect to that

land.

The commissioner shall add to the overall capitalization
rate a tax additur. The sum of the overall capitalization rate
and the tax additur shall represent as nearly as possible the
rate of return a prudent investor would expect from an average
or typical farm in this state considering only agricultural

factors.

The commissioner shall annually determine and announce the
overall capitalization rate, tax additur, agricultural land
capitalization rate, and the individual components used in
computing such amounts in a determination, finding, computation,
or order of the commissioner published simultaneously with the
commissioner's annual publication of the per-acre agricultural

use values for each soil type.

(3) Notwithstanding any other provision of this chapter
and Chapter 5713. of the Revised Code, the current agricultural
use value of land devoted exclusively to agricultural use shall

equal the following amounts for the years specified:

(a) In counties that undergo a reappraisal or triennial

update in 2683+%#2025, the current agricultural use value of the

land for each of the 2637++—20348+——arad—2635-2025, 2026, and 2027

tax years shall equal the sum—average of the following amounts_

Legislative Service Commission -3-

47
48
49
50

51
52
53
54

55
56
57
58
59
60

61
62
63
64
65
66
67

68
69
70
71

72
73
74
75



determined under this section and section 5713.31 of the Revised 76

Code, and rules adopted pursuant to those sections: 77
(1) The current agricultural use value of the land for 78

that tax year—as—determined—under—+this section—and section 79
533t ——ef—+theRevised——Ccode—and—rules—adopted—pursgant—thos 80
81

82

83

84

85

86

87

gpdate—in—the20+6—tax—year,—exceeds—the—~atue determined—under 88
gEristeor—(A 3 {a{iH—ef+this——seetionThe current agricultural 89
use value of the land for the 2024 tax vear, as determined for 90
counties undergoing a reappraisal or triennial update in the 91
2024 tax year; 92
(iii) The current agricultural use value of the land for 93

the 2023 tax vyear, as determined for counties undergoing a 94
reappraisal or triennial update in the 2023 tax vyear. 95
(b) In counties that undergo a reappraisal or triennial 96
update in 268482026, the current agricultural use value of the 97
land for each of the 2638+—263+5+—ana—2626—2026, 2027, and 2028 98
tax years shall equal the swm—average of the following amounts_ 99
determined under this section and section 5713.31 of the Revised 100
Code, and rules adopted pursuant to those sections: 101
(1) The current agricultural use value of the land for 102
that tax year—as—determined—under—this——Ssectionr—and—Section— 103
5133t ef+the Revised Code;—andrules—adeptedpursuant—thes 104
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use value of the land for the 2025 tax vear, as determined for

counties undergoing a reappraisal or triennial update in the

2025 tax year;

(1ii) The current agricultural use value of the land for

the 2024 tax vyear, as determined for counties undergoing a

reappraisal or triennial update in the 2024 tax vear.

(c) In counties that undergo a reappraisal or triennial

update in 26482027, the current agricultural use value of the

land for each of the 2638+—20820—ara—2623—2027, 2028, and 2029

tax years shall equal the sum—average of the following amounts_

determined under this section and section 5713.31 of the Revised

Code, and rules adopted pursuant to those sections:

(1) The current agricultural use value of the land for
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e r—eof+this——seetieonThe current agricultural

use value of the land for the 2026 tax vear, as determined for

counties undergoing a reappraisal or triennial update in the

2026 tax year;

(1iii) The current agricultural use value of the land for

the 2025 tax vyear, as determined for counties undergoing a

reappraisal or triennial update in the 2025 tax vyear.

(4) The uniform rules shall prescribe the method for
determining the value of federally subsidized residential rental
property through the use of a formula that accounts for the

following factors:

(a) Up to three years of operating income of the property,
which includes gross potential rent, and any income derived from
other sources as reported by the property owner to the county
auditor under section 5713.031 of the Revised Code. Operating
income shall include an allowance for wvacancy losses, which
shall be presumed to be four per cent of gross potential rent,
and unpaid rent losses, which shall be presumed to be three per
cent of gross potential rent. These presumptive amounts may be
exceeded with evidence demonstrating the actual income of the

property.

(b) Operating expenses of the property, which shall be
presumed to be forty-eight per cent of operating income plus
utility expenses as reported by the property owner to the county
auditor under section 5713.031 of the Revised Code. Operating
expenses shall also include replacement reserve fund or account

contributions which shall be presumed to be five per cent of
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gross potential rent. These presumptive amounts may be exceeded
with evidence demonstrating the actual expenses of the property.
Real property taxes, depreciation, and amortization expenses and
replacement of short-term capitalized assets shall be excluded

from operating expenses.

(c) A market-appropriate, uniform capitalization rate plus
a tax additur accounting for the real property tax rate of the
property's location. For federally subsidized residential rental
property described in division (A) (1) of section 5713.031 of the
Revised Code, one percentage point shall be subtracted from the

uniform capitalization rate.

The uniform rules shall also prescribe a minimum total
value for federally subsidized residential rental property of
five thousand dollars multiplied by the number of dwelling units
comprising the property or one hundred fifty per cent of the
property's unimproved land value, whichever is greater. The
formula and other rules adopted by the commissioner pursuant to
this division shall comply with Ohio Constitution, Article XITI,

Section 2.

As used in division (A) (4) of this section, "federally
subsidized residential rental property" has the same meaning as
in section 5713.031 of the Revised Code and "dwelling unit" has

the same meaning as in section 5321.01 of the Revised Code.

(B) The taxable value shall be that per cent of true value
in money, or current agricultural use value in the case of land
valued in accordance with section 5713.31 of the Revised Code,
the commissioner by rule establishes, but it shall not exceed
thirty-five per cent. The uniform rules shall also prescribe
methods of making the appraisals set forth in section 5713.03 of

the Revised Code. The taxable value of each tract, lot, or
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parcel of real property and improvements thereon, determined in
accordance with the uniform rules and methods prescribed
thereby, shall be the taxable value of the tract, lot, or parcel
for all purposes of sections 5713.01 to 5713.26, 5715.01 to
5715.51, and 5717.01 to 5717.06 of the Revised Code. County
auditors shall, under the direction and supervision of the
commissioner, be the chief assessing officers of their
respective counties, and shall list and value the real property
within their respective counties for taxation in accordance with
this section and sections 5713.03 and 5713.31 of the Revised
Code and with such rules of the commissioner. There shall also
be a board in each county, known as the county board of
revision, which shall hear complaints and revise assessments of

real property for taxation.

(C) The commissioner shall neither adopt nor enforce any
rule that requires true value for any tax year to be any value
other than the true value in money on the tax lien date of such
tax year or that requires taxable value to be obtained in any
way other than by reducing the true value, or in the case of
land valued in accordance with section 5713.31 of the Revised
Code, its current agricultural use value, by a specified,

uniform percentage.

Sec. 5715.012. The tax commissioner shall make sales-
assessment ratio studies of sales and assessments of real
property for the purpose of determining the common level of
assessment of real property within the counties pursuant to
section 5715.19 of the Revised Code and for the purpose of
equalization. Sweh—

(A) Division (A) of this section shall apply to all tax

vears other than tax vyears 2025, 2026, and 2027. Sales-
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assessment ratio studies shall be based on a representative

sampling during the three years prior to the tax year to which
the sample is applied of open market arms' length sales by a
willing seller to a willing buyer for a current like use within
the class or classes of real property sampled by the board.
Where there are not sufficient arms' length sales to constitute
a representative sampling for such studies within a class, the
commissioner may also conduct appraisals of real property in
that class, which shall be a part of such studies. Such studies
and other information of the commissioner may be used by the
commissioner as guidelines, where applicable, in the
equalization of a class or classes of real property. Such
studies or other information of the commissioner shall not be
applied by the commissioner on a taxing district, countywide, or
statewide basis for the purpose of equalization unless the
commissioner first finds there are sufficient arms' length sales
for a like use included in the sample in a class, or arms'
length sales and appraisals conducted by the commissioner for a
like use included in the sample in a class, to provide an
indication that said sales or sales and appraisals in the class

are representative of all parcels in the class.

In addition, the commissioner shall make other studies of
the value of real property within the counties which may be used
as guidelines, where applicable, in the equalization of a class

or classes of real property.

(B) Division (B) of this section shall apply to tax vears

2025, 2026, and 2027. Sales—-assessment ratio studies shall be

based on all open market arms' length sales during the three

calendar vyears prior to the tax vear to which the study is

applied between a willing seller and a willing buyer for a

current like use within the class or classes of real property
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studied. In conducting such studies, the commissioner shall not

give more weight to sales occurring in any particular year

during that three-year period. The commissioner shall confirm

the sales data with data collected by county auditors. If the

number of arms' length sales for a like use within a class of

property in a county during that three-vear period does not

equal at least five per cent of the total number of properties

in the county within that class, the commissioner may also

require that the county auditor conduct appraisals of real

property in that class, which shall be a part of such studies.

The commissioner shall use such studies and other information,

including current economic conditions, in the equalization of a

class or classes of real property. Such studies or other

information of the commissioner or a county auditor shall not be

applied by the commissioner on a taxing district, countywide, or

statewide basis for the purpose of egqualization unless the

commissioner first finds there are sufficient arms' length sales

for a like use included in the sample in a class, or arms'

length sales and appraisals conducted by an auditor for a like

use included in the sample in a class, to provide an indication

that said sales or sales and appraisals in the class are

representative of all parcels in the class.

In addition, the commissioner shall collaborate with

county auditors to collect data and make other studies of the

value of real property within the counties, which may be used as

guidelines, where applicable, in the equalization of a class or

classes of real property."

In line 917, after "5713.18" insert ", 5715.01, 5715.012"

The motion was agreed to.
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SYNOPSIS
Temporary property tax valuation changes
R.C. 5715.01 and 5715.012

Temporarily revises, for tax years 2025, 2026, and 2027,
the information considered in the sales-assessment ratio studies

that the Department of Taxation uses to review property values.

Temporarily, for the same tax years, adjusts the current
agricultural use value (CAUV) of farmland for property tax
purposes. Instead of directly applying the CAUV formula, a
farm's CAUV at its next reappraisal or update will equal the
average of the formula value calculated for that year and the
values that would have been assigned if the land were in a
county that underwent a reappraisal or update in each of the

preceding two years.
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