Chairman Roemer, Vice Chair Thomas, Ranking Member Troy, and members of the Ohio
House Ways and Means Committee, thank you for the opportunity to submit opponent
testimony on House Bill 186. My name is Jim Cook, and 1 am a 23-year member of the
Board of Education for St. Clairsville Schools located in Eastern Ohio, as well as a former
smalt business owner.

While we fully recognize the need to address the seemingly unchecked growth in property
taxes, this legislation contains a blind spot. As written, the Bill's GDP Deflator will limit
local property tax revenue growth at school districts in an unsustainable manner. | am here
to propose a solution to HB 186 that would shield districts from low GDP rates while at the
same time having a minimal effect on taxpayer credit.

From 2000 to 2020, the average annual change in GDP was just 1.8%, a tevel at which you
can not successfully fund school districts. At the same time, property values in rural and
small-town Ohio grew at rates significantly less than they are today. Our district’s rate grew
at 9%. This is the period that | believe Chris Kline was referring to in his proponent
testimony when he talked about growth and corresponding property taxes being
“manageabte.” And we don’t believe we would be having all these discussions abaut
property taxes today had the reappraisal rates remained around the 10% or below level.

The districts that will be most negatively affected by HB 186 are the districts whose state
share percent of school funding is tow and who, therefore, depend heavily on local support.
Our district, St. Clairsville Schools, is one of those districts. We are funded at the state
share minimum of 10%. And to make matters worse, our District’s unrestricted state aid
has flatlined at $4 million far 25 years.

Our proposed solution is to establish a 3-year Minimum Inflation Rate of 9%. This would
give school districts nominal growth to use for budgeting, forecasting, and contract
negotiations. However, to fully benefit from this minimum rate, a district’s reappraisalrate
would have to be greater than 9%. We are proposing a minimum rate to be used when
doing the calculations prescribed by HB 186. There are two tables attached that illustrate
how much a taxpayer’s credit would decrease if the minimum rate were adopted. The
tables compare a 3-year GDP rate of 5% to the proposed minimum rate of 9% and are
based on a market value of $100,000. The first table illustrates reappraisat changes of
20%, 25%, and 30%. Note that the taxpayer credit would decrease by the same amount in
each case. The effect on the taxpayer credit doesn’t change once the reappraisal change
exceeds the 9% minimum rate. However, the absolute value of the tax credit continues to
increase as the reappraisal rate increases. We have done nothingto change that. The
second table illustrates three reappraisal rates, 4%, 7%, and 10%, and shows the effect on



the taxpayer credit if the reappraisal rate is between the GDP rate of 5% and the minimum
rate of 9%,

From 2000 to 2020, the average 3-year percent change in GDP was just 5.4%. We believe
we are proposing a fair compromise--a balance between the taxpayer and the school
district. The proposed minimum rate would shield the district from low GDP rates while at
the same time having a minimal effect on taxpayer credit. And we believe itis consistent
with reappraisal increases that occurred in a period that has been referred to as
“manageable”. We urge the committee 0 adopt our proposal. We have attached a
proposed amendment for your consideration,

Thank you for your time, and | would be glad to answer any guestions.
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House Bill 186 — Proposed Amendment — Domestic Product Deflator

“Floor”
R.C. 319.303
(A)  Asused in this section:
{1} "Qualifying nonbusiness property” means real property or a manufactured or

mobile home that meets all of the following requircments:

(a)

(b)

(c)

The property is either of the following:

(i) Real property that is classified as to use as residential/agricultural
property pursuant to section 5713.041 of the Revised Code, but is
not classified as a pond or lake;

(ii) A manufactured or mobile home on which a manufactured home tax
is assessed pursuant to division (D)(2) of section 4503.06 of the
Revised Code.

The property is located in a school district or joint vocational school district
that, for the tax year, is subject to an adjustment under division (E) of
section 319.301 of the Revised Code with respect to property classified as
to use as residential/agricultural property pursuant to section 5713.041 of
the Revised Code.

The property was subject to taxation by that district for the tax year in which
the immediately preceding reappraisal or triennial update occurred.

(2) "Qualifying business property” means real property that meets all of the following
requirements:

(a)

(b)

(©
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The property is classified as to use as nonresidential/agricultural property
pursuant to section 5713.041 of the Revised Code, but is not classified as
vacant property within this class.

The property is located in a school district or joint vocational school district
that, for the tax year, is subject to an adjustment under division (E) of
section 319.301 of the Revised Code with respect to property classified as
to use as nonresidential/agricultural property pursuant to section 5713.041
of the Revised Code.

The property was subject to taxation by that district for the tax year in which
the immediately preceding reappraisal or triennial update occurred.




(3) "Taxes charged and payable" means real property taxes, and manufactured or
mobile home taxes assessed pursuant to division (D)(2) of section 4503.00 of the
Revised Code, that are charged and payable after the reduction required by section
319.301 of the Revised Code but before the reductions required under this section
or sections 319.302, 323.152, 323.158, 4503.065, and 4503.0610 of the Revised
Code.

(4) “Reappraisal or triennial update” means a tax year in which section 5715.24 of the
Revised Code applies in the county.

(5) "Indexed property tax revenue" for qualifying nonbusiness property or qualifying
business property means the sum of the following, as applicable:

(a) The taxes charged and payable within the ten-mill limitation, and in excess
of that fimitation with respect to any levy not subject to division (E) of
section 319.301 of the Revised Code, for a school district or joint vocational
school district, as applicable, against qualifying nonbusiness property or
qualifying business property for the tax year;

()  The taxes charged and payable in excess of the ten-mill limitation, other
than those described in division (A)(5)(a) of this section, for the school
district or joint vocational school district, as applicable, against qualifying
nonbusiness property or qualifying business property for the immediately
preceding tax year, less any reductions required by this section for that year;

() The product obtained by multiplying the amount computed with respect to
the qualifying nonbusiness property oOr qualifying business property of a
school district or joint vocational school district under division (A)(5)(b) of
this section, as applicable, by the greater of zere ‘nine per cent or the
percentage change in the gross domestic product deflator computed over the
three preceding tax yeats, as determined under division (E) of this section.

(6) "Floor tax revenue" means the taxes charged and payable for a school district or
joint vocational school district, as applicable, against qualifying nonbusiness
property or qualifying business property for the tax year.

(7)  Credit factor" means one minus the quotient obtained by dividing the applicable
indexed property tax revenue by the applicable floor tax revenue.

(8) *"Effective tax rate” means the effective rate levied by a school district or joint
vocational school district after making the reduction required by section 319.301 of
the Revised Code, but before making any reduction under this section.

(B)  Qualifying nonbusiness property qualifies for a reduction in the real property taxes or

manufactured home taxes levied by a school district or joint vocational school district as
follows:
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(1

2)

[f, for a tax year in which a county undergoes a reappraisal or triennial update, a
school district is described in division (A)(1)(b) of this section and its floor tax
revenue for qualifying nonbusiness property exceeds its indexed property fax
revenue for such property, qualifying nonbusiness property located in that district
shall qualify for a reduction under this division for that tax year and for the
following two tax years. For each such year, the reduction shall equal the result
obtained by multiplying the taxes charged and payable against the property for the
tax year by the credit factor computed for the district's qualifying nonbusiness
property for the tax year in which the county underwent the reappraisal or triennial
update.

If, for a tax year in which a county undergoes a reappraisal or triennial update, a
joint vocational school district is described in division (A)(1)(b) of this section and
its floor tax revenue for qualifying nonbusiness property exceeds its indexed
property tax revenue for such property, qualifying nonbusiness property located in
that district shall qualify for a reduction under this division for that tax year and for
the following two tax years. For each such year, the reduction shall equal the result
obtained by multiplying the taxes charged and payable against the property for the
tax year by the credit factor computed for the district's qualifying nonbusiness
property for the tax year in which the county underwent the reappraisal or triennial
update.

(C)  Qualifying business property qualifies for a reduction in the real property taxes levied by
a school district or joint vocational school district as follows:

(M

(2)

If, for a tax year in which a county undergoes a reappraisal or triennial update, a
school district is described in division (A)(2)(b) of this section and its floor tax
revenue for qualifying business property exceeds its indexed property tax revenue
for such property, qualifying business property located in that district shall qualify
for a reduction under this division for that tax year and for the following two tax
years. For each such year, the reduction shall equal the result obtained by
multiplying the taxes charged and payable against the property for the tax year by
the credit factor computed for the district's qualifying business property for the tax
year in which the county underwent the reappraisal or triennial update.

If, for a tax year in which a county undergoes a reappraisal or triennial update, a
joint vocational school district is described in division {A)(2)(b) of this section and
its floor tax revenue for qualifying business property exceeds its indexed property
tax revenue for such property, qualifying business property located in that district
shall qualify for a reduction under this division for that tax year and for the
following two tax years. For each such year, the reduction shall equal the result
obtained by niultiplying the taxes charged and payable against the property for the
tax year by the credit factor computed for the district's qualifying business property
for the tax year in which the county underwent the reappraisal or triennial update.
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(D) A reduction applied under this section shall reduce only the taxes charged and payable of
taxes whose effective tax rate is adjusted by operation of division (E)} of section 319.301]
of the Revised Code, in proportion to the extent to which each effective tax rate is so
adjusted. The county auditor and county treasurer, when settling tax collections under
section 321.24 of the Revised Code, shall compute the amount by which collections of each
such tax are to be reduced, and the county treasurer shall certify that information to each
affected school district upon making a payment of such collections to the school district.

(E)  For the purpose of division (A)(5)(c) of this section, the tax commissioner shall annually
determine the percentage change in the gross domestic product deflator determined by the
bureau of economic analysis of the United States department of commerce from the first
day of January of the third preceding calendar year to the last day of December of the
preceding calendar year. The commissioner shall certify the greater of the resulting
amount or nine per cent to each county auditor whose county undergoes a reappraisal or
triennial update, not later than the first day of December of each year.

Sunmary: The proposed amendment creates a domestic product deflator “floor” that allows for
a school district’s tax revenue to grow with rising property values, but with limitations. Increases
in property values that correspond or are similar to rising levels in inflation have historically been
manageable from a property tax perspective.’ The proposed amendment would provide a
mechanism to diminish the effects of historical highs and lows with regard to fluctuating property
values and the effects of such property values on property taxes while ensuring thai school districts
maintain a level of finding sufficient to provide education lo students across the state.

' in proponent testimony provided by the County Auditor’s Association of Ohio and the Lawrence County Auditor’s
Office, it is stated thal property value growth that roughly keeps pace with inflation is historically “manageable.”
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