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they go inte the polling booth:

_ L . 1. How do the caps work?
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TAX CAPS'

C\We're paying less ..

- property taxes began to decrease
after 2007 because of a series of
reforms, including a cap that limits

S a homeownar's bill te 1 parcent of

SRR i or her home's assesset value.

' © | * Here are the taxes coflected gach
year® statewide, in billions of
dollars:

$6.5 billion-
' $6-—-—"—""' .
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*Ninety-ona of 92 cunties reporting
far 2008 and 2049; 90 countles
reparting for 2000.

HOW MUCH LESS LOCAL
GOVERMNMENTS GET
$488.?| miilion
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~TAKCAPY IN
ONSTITUTION?

BIOSOUND ESAOTE, INC

OTERS DECIDE

By Mary Bath Schnalder
marybethschnaiderdindystarcam .
_ Hoosiers who go to the polls Nov. 2 will decide more than
which men and women will represent them in office.

They'll decide whether to change Indiana's Constitution to limit
how tmuch those and ather officeholders can charge in
~ Proporients call that an easy “yes” vote, But peopie on both
sides of the issve say ther's more voters shou]p

roperty taxes.
d know before

2 What do the caps mean for my home’s property taxes?

Ff ThY'SK - 3, What f Thn & business owner or Frrmer?
fgame. - - . ~4 What does it mean for loeal government?

5. Can local governinents exceed the caps if they need more ruonéy?
» REAR THE ANSWERS, AB-9 '

IMPACT SO FAR

... but bills stiil can rise

|€ you're under the 1 percent cap now
— a5 a majority of homeswners are
- and yaur property value risas, your
taxas could rise, too, as yoy're
brought up to the cap. In addition,
your bill could exceed the cap if
vokers in your area aparove a
referendum authorizing higher
property taves, Here's the percentage
of harnes that have reached the ¢ap

Governments are taking in less ,
Statewlde, local governments will racaive $404.5 million joss revenu in 2010 than
- they would have without the caps, affacting clties, eounties, Hbrartes and schools.

MARION AND SURRDUNDING
COUNTIES
'$126.7 miflton

3 Marfon
M surraunding
counties

4935

$12.7 .
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#Numbets for 2009 avd lower as the caps were being phased tn.

15T TIME
¢hampignship Squrces: Indlana Department of Local Gavarnment Finance, lmpact numbers from 2
i form of Dacrrsber 2000 analysls by the teglslative Services Adencl
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1. How do the caps work?
Court-prdeted changes in how Indiana
assesses property for taxation resulted in
somea Hoosiers' bills skyrocketing earlier.
this decade, igniting a taxpayer protest
that reverberated in the Statehouse, Gov,
Miteh Daniels and the legislature adopted

mediate relief and long-term controls.

The state shifted some expenses from
property owners — including the operat- |
-ing funds of schoals, ehild welfare, heslth
care for the indigent, and police and fire
pensions — to the state general fund, and
the sales tax was raised to 7 cents on the
dollar to pay for that,

The homestead deduetion, which
Towers the amount of a home's taxable as.
sessed value for a homeowner’s primary
residenice, was increased.

And s new law created property tax’
eaps, limiting a homeowner’s bill to 1 per-
cent of the home’s assessed value, Rental
and farm property is capped at 2 percent,
and busincss property 15 capped at 3 per-
cent of assessed value, :

For hommeowners, that 1 percent eap ap-
plies to their home, 1 acre of land and one
detached building, such ns a garage, Any-
thing else, such as more land, 2 pool or a
second garage, gets billed at up to 3 per-
cont of assessed value,

Taken as a whole, the reforms have
done what Daniels and the legislators
wanted: cut groperry tax bills for horne-
owners by about a third since 2007,

the state Departiment of Local Govern-
ment Finance, said the statewide totsl
taxes on homesteads « government’s -
word for a homeowner’s primaty abode,
which docsn't inelude farms, apartmnents
and businesses — went down 36 percent
from 2007 to 2010. Of that, she said,
0.6 percent is due to the tax caps.

2. What do the caps mean for my
home's property taxes?

ty. Your tax bill will never be more than
1 percent of your home's assessed value,
unfess the citizens in vour area vote 0
approve projects that raise taxes.

The state says that, with 96 of Indiana's
02 counties reporting their tax data,

1 | 134 percent of homeowners statewide

-have hit that 1 percent ¢ap,

What the caps don’t mean, though. is
that your bill will never go up, even if
you've hit that cap. :

*This is not a f{')egzc of property taxes”
said Larry DeBocr, a Purdue University
cxpert on propetty taxes “This is just 2
cailing on your property taxes, Passing the
tax caps into the constitution lsn't going
to lower your property taxes any mare
then they already are”

a seres of reforms aimed at providing im- .

Mary Jane Michalak, chief of staff for

Proponents say the caps niean certain- -

VOTERS DECIDE ON CAPS

A5 your home Yalue grows, 30 can your
property tax bill. -~ S

.But Karl Berron, a lobbyist fof the Inidi-
ana Realtors Association, which is push-

. inj1 for the caps to be in the constitution,
¢

ed them an “insurance poliey” do that
property owtiers never again see a sud-
den, unexpected juyp in their bills,
DeBoer said that by putting the caps in

_ the constitution, “it not only means the

legislature can't erode the caps them- + |
selves, but it really restriety other things

. ‘they c¢in do with property taxes”

“$uppose they want to reduce or elimi-
nate one of the homestead deductions,
That would send homeowner property
taxes up, but only to § percent. So it's a
real hard cap on what can be done with
property taxes and how much we can-rely’
on property taxes for Jocal povernment
revenue,” DeBoer said,

State Sen Luke Kenley, a chief archi-
tect of the caps, said that's the point.

Property values, said Kenley, R-Nobles-
ville, do mot reflect a person's ability to
pay property taxes. He cited the senjor
citizen who bought a home for $40,000-
and has sean the value grow to $200,000.

“1t eould take half of that person's monthly

income, he said, just to pay the taxes.
And, he said, local governments, includ-
ing schools, had been dependent on prop-
erty taxes for B0 percent of their revenue,
*That's not he;chy," he zaid, arguing -
that the eoat of government should be
spread amoiig all classes of taxpayers.

3. What if I'm a business owner-or

- farmer? ‘

The Indiana Farm Bureau and the Indi-
ana Chamber of Cornmerce have pro-
tested that the ‘caps treat their propetty
differently fromi a home. ~
_* “It says that your potential tax burden
can vary depending on how you use your
property, not the value of the property,”.
said Chamber President Kevin Brinegar.

The Indiana Constitution currently ré-
quires *a uniform ond equal rate of prop-
etty asscssment and taxation” - .

Hotise Minority Leader Brian Bosma,
an Indianapolis Republican who strongly
supports the caps, said that provision is a
rmain reason why the caps should be put
into the constitution; It will make the qure
rent law copstitutional and ensure that it
ean't be overturued by a court.

Brinegar said the homestead dedue-
tions — $46,000 per home, plus 35 per-
cent oft the remaining amount for homes
valued at up to $600,000, or 2§ percent
on the remainder for more expensive
homes - already have slashed home-

" owner bills, . -
. “A $200000 home ends up getting

taxed the same as a $100,000 business” ..
he safd, "We support property tax caps, -,
but they ought to be uniform and equal”.
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Kenley, though, said that argument ig-
nores the many breaks that farms and

-businassas gat. The state eliminated in-

ventory taxes a few years ago, a break
that helped push homeowners' tax bills
up. And with their property taxes capped
at 3 pereent, Kenley sdid, some businesses
in high-tax areas, such as Lake County,
will see their tax burden tumble.

The state estimates that 37 percent of
rental and farm property statewide has hit
the 2 pereent cap —in Marion County, a
whopping 96 percent of rental properties
have hit that cefling — with 40 percent of

" businesses statewide, and 45 percent in

Marion County, at the 3 percent cap,

Not all businesses oppose the caps. Fat
Kiely, president of the Indiana Manufae-
turers Association, said that although it

‘deesn't like having businesses treated difs

ferently from homes, it supports the long-
term certainty that the caps provide.

“As we move forward, we need the pro-
tection more than the homeowners do)”
Hiely said. “We'd be the ones that would
be targeted (for = future tax increase) be-
cause we're not the visible face of the
voter with the home”

An analysis by Ball State University's
Center for Business and Economie De-
velopment found that the caps should

*boost Indiana’s econotny by increasing

homeowners' disposable income and
lowering costs for business.

4. What does it mean for lacal

governinent?

Nothing good, at least at first. Cities,
counties, libraries and schools have scen
the caps cut into their revenues,

Statewide, local governments will re-
ceive $404.9 million less revenue in 2010
than they would have without the caps,
aceording to a December analysis by the
Legislative Services Agency. In 201, that's
expected to be $488.7 million less,

Moblesville Mayor John Ditslear said
his cormmunity has last about 10 percent
of ite budget. And with the recession,
other tax. revenue also iz down.

“We're obwiously going to have to make

“aome decisions about what services we

provide our citizens,” he said. .

So far, he said, the eity has not laid off
any employees but has left about 18 posi- -
tlons vacant, including two police officers
and two firefighters,

Ditslear and other mayors said they're
going to have to consider other options,
such as eutting hours that offices are
apen, eliminating recreational activities
and charging fees for such things as trash
pickup. He said the state shouldn’t leck
the caps into the constitution before the
full impact is known,

Libraries also are in a bind, The hoard
of the Indianapolis-Marion County Public
Library ret:amfy voted to close most
bratiches two days a weel, with the Cen-
tral Library Downtown closed on Thurs-
days, to help plug a $4 million budget

shortfall, It also plans to eliminata 35 to
40 jobs end reduce spending on books
and other materials.

Susan Akers, executive director of the
Indiana Library Federation, said that al-
thaugh everyone wants lower taxes, peo-
ple also expect services. She and others ..
argued that the public could find feés and
fines proliferating to help make up for the

" lost property taxes,

-~ “Oh my goodness,” DeBoer said.
“Evetything that can be charged for will
be charged for from now on. But on the
other hand, there’s an, ability-to-pay prob-
lemn here. You raise the price of a library .
card, if it has a price at all, and yon price

out of the library the very people who ..

you would most like to serve.”

In‘addition, counties can adopt local
option income taxes to raize revenue; 20
far, DeBoer safd, 24 of Indiana’s 92 cotin-
ties have done so. -

Cap supporters, including Daniels, say -
the budget pain is the tough medicine
needed to force government to operate
more creatively and more efficiently, and
to stop treating property awners like an
ATM. And, they say, it may spur Jocat
governments to adopt reforms, sich es

- elimitiating or cansolidaring townships,

that they've resisted in the past.

5, Can local governmenits exceed the "

caps if they nead moye money?.

In some cases, ves. The law providey -
for a referendum process to fund capital
projects. If vaters sive the QK, their prop-
erty tax bills would rise to coverthe debt
service on these projects, even for home- |
owners who have hit the 1 percenit ceiling:

Only schools can seek voter appraval to
rajse taxes to cover their gpemting hudgets,

Danfels'has called it a “safety valve” .

Tut it doesn't always work. Just ask Wal-
ter Bourke, superintendent of Franklin
Township Schools, where voters last year
rejected the district's request for $9 million
to plug its budget. The district, hoping
voters will reconsider, will try again i May.

Faflure, he sald, “would mean, right off
the top, the complete elimination of
transpottation in this school district.”

The district tried to add a fee for
buses, but Indiana Attorney General Greg
Zoeller jssued an opinion that that would
violate the constitution. ’

Voters, Bourke said, need to know that
“when your property taxes go dowt, 50
do your services, And in eur school dis-
trict, the loss of those services will he
significant and great if we don’t replace
them with » veferendum.”

Daniels said the important thing is
that voters get to decide, :

“The critical difference shout the caps
is that when local spending units want to
raise more moncy, they have to get the
people's permission to de it he said.
«That's the way it should be’ ;

# Call Star reporter Mary Beth Schralder
at {317) 4442772,
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