
 

HB0598.01.docx  
3/26/2013 Page 1 of 4 

 

 
Fiscal Note 2015 Biennium 

Bill # HB0598 Title:
Referendum to exempt a portion of market value for 
certain residential property

Primary Sponsor: Fiscus, Clayton Status: As Introduced No

   Significant Local Gov Impact

   Included in the Executive Budget

   Needs to be included in HB 2

   Significant Long-Term Impacts

   Technical Concerns

   Dedicated Revenue Form Attached

FY 2014 FY 2015 FY 2016 FY 2017
Difference Difference Difference Difference

Expenditures:
   General Fund $0 $2,203,874 $11,571,353 ($3,186,148)
   State Special Revenue $0 $0 $0 $0

Revenue:
   General Fund $0 $0 ($27,064,000) ($27,240,000)
   State Special Revenue $0 $0 ($1,694,700) ($1,705,700)

Net Impact-General Fund Balance: $0 ($2,203,874) ($38,635,353) ($24,053,852)

Description of fiscal impact: This bill requires a statewide referendum that, if approved, exempts the first 
$100,000 or less of qualified owner occupied residential property from taxation.  This reduces revenue to the 
general fund by approximately $27 million per year, the university special revenue account by approximately 
$1.7 million per year, and shifts approximately $130.8 million in tax payments from qualified applicants to 
property taxpayers.  This bill applies to tax years beginning with 2015. 
 

FISCAL ANALYSIS 
Assumptions: 
Department of Revenue 
1. The department used tax year 2012 data to provide this fiscal analysis.  
2. The department assumes 278,000 qualified applicants, based on research performed on the department’s 

property database and U.S. Census data.  This fiscal note assumes the number of qualified applicants will 
grow from the TY 2012 estimate by the increment in new single family housing starts predicted by IHS 
Global Insight to 292,810 (1.67%) in TY 2015 (FY 2016) affecting tax collections. Growth will grow by 
0.65% for FY 2017. 
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3. The department assumes the average exemption amount is $73,685, based on a distributional analysis 
performed around the assumed median home value of $178,900.  For simplicity, this fiscal note assumes the 
average exemption amount will remain constant at $73,685 between TY 2012 (FY 2013) and FY 2016, as 
well as FY 2017. 

4. The market value of the exemption is estimated at $21,575,705,000 (292,810 x $73,685) in FY 2016. 
5. The homestead exemption is estimated to be $10,140,581,000 ($21,575,705,000 * 47%). 
6. The market value of the exemption net of the homestead exemption is $11,435,124,000 ($21,575,705,000 - 

$10,140,581,000). 
7. The taxable value of the exemption is estimated to be $282,447,550 ($11,435,124,000 * 2.47%). 
8. Applying the statewide weighted average general fund mills, this bill reduces general fund revenue by 

approximately $27,064,000 in FY 2016 ($282,447,550 * .09582). This increases to $27,240,000 
(1.0065*$27,240,000) in FY 2017. 

9. This bill reduces university state special revenue (6 mill) by approximately $1,694,700 in FY 2016 
($282,447,550 * .006) and $1,705,700 in FY 2017 ($1,666,805* 1.0065). 

Administrative Costs 
10. The Department of Revenue Property Assessment Division staff would be required to review the application 

and determine whether the taxpayer is eligible for the exemption based upon the qualifying criteria.  
Additionally, the staff will have to manually identify all properties eligible for the exemption and allocate 
the value based upon 1 acre; this requires the staff to review the property record card of each applicant.  If 
the property has outbuildings on the parcel, department staff will have to exclude the allocated value of the 
outbuilding so it is not part of the residential dwelling unit value in order to apply the exemption.  Finally, 
the exemption portion will need to be tracked. The exemption of value will have to be certified to the 
counties but will have to apply post exemption values to special districts  other than SIDS or RIDS 

11. The Department of Revenue assumes 292,810 applications will need to be reviewed in FY 2015 and 40,000 
applications each following year based upon the number of real property transfers each year. The 
Department of Revenue estimates that each application will require 0.33 hours to review, confirm the 
qualifications, and update each property record, causing a need for an additional 46.00 FTE in FY2015 and 
6.00 FTE for years after FY 2015. 

12. This bill requires the development of a new form in FY 2015.  The department assumes the cost of this form 
will be $2,119 in FY 2015. 

13. This bill requires property tax system changes including adding a new tax exemption, collecting additional 
data for the tax exemption, changing class four property calculations, and incorporation of a new class code. 
The estimated cost of these changes is $41,250 and assumed to occur in FY 2015.  

14. A summary of the department’s administrative costs is presented below: 
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Office of Public Instruction 
15.  This bill will reduce property tax taxable value in school districts. School mills will rise to offset the 

reduction in taxable value for owners of principal residences. The estimated taxable value changes were 
loaded in to the school funding model and show that the decrease in taxable value due to this bill would 
create an increase to Guaranteed Tax Base Aid (GTB) paid to school districts in FY 2016 of $8,960,650 and 
a decrease of $5,801,746 in FY 2017 and beyond.  Local school property taxes could decrease by 
$8,960,650 in FY 2016 and increase by $5,801,746 in FY 2017 and beyond. 

16. Countywide retirement GTB will increase $2.34 million per year based on a historical average of 28% of the 
costs paid by the state and FY 2013 county levies equal to $80 million (10.46% decrease in property tax 
value times $80 million local levies times 28% paid by the state).  

 
 
 
 

HB 598 Administrative Costs
FY 2014 2015 2016 2017
Personal Services
FTE 0.00 46.00 6.00 6.00

Salary $0 $1,110,900 $147,798 $150,756
Medical Insurance $0 $404,616 $53,568 $54,372
Benefits $0 $188,853 $25,126 $25,629
Other Personal Services $0 $0 $0 $0
Total Personal Services $0 $1,704,369 $226,492 $230,757

Annual Operating Expenses
Contracted Services $0 $41,250 $0 $0
Supplies $0 $9,660 $1,278 $1,296
PC Replacement $0 $0 $1,980 $2,010
Phone $0 $16,192 $2,142 $2,178
Network Costs $0 $17,250 $2,286 $2,316
Travel $0 $0 $0 $0
Rent $0 $253,000 $33,498 $33,996
Utilities $0 $0 $0 $0
Training $0 $9,660 $1,278 $1,296
Other Annual Expenses $0 $0 $0 $0
Total Annual Operating Expenses $0 $347,012 $42,462 $43,092

One-Time Only Operating Costs
Office Equipment $0 $73,600 $0 $0
PC - without a printer $0 $59,800 $0 $0
Computer/Phone Install $0 $16,974 $0 $0
Other One-Time Expenses $0 $2,119 $0 $0
Total One-Time Only Operating Costs $0 $152,493 $0 $0

Total Expenditures $0 $2,203,874 $268,954 $273,849
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FY 2014 FY 2015 FY 2016 FY 2017
Fiscal Impact: Difference Difference Difference Difference
Department of Revenue
FTE 0.00 46.00 6.00 6.00

Expenditures:
  Personal Services $0 $1,704,369 $226,492 $230,757
  Operating Expenses $0 $499,505 $42,462 $43,092
     TOTAL Expenditures $0 $2,203,874 $268,954 $273,849

Funding of Expenditures:
  General Fund (01) $0 $2,203,874 $268,954 $273,849
     TOTAL Funding of Exp. $0 $2,203,874 $268,954 $273,849

Revenues (DOR):
  General Fund (01) $0 $0 ($27,064,000) ($27,240,000)
  State Special Revenue (02) $0 $0 ($1,694,700) ($1,705,700)
     TOTAL Revenues $0 $0 ($28,758,700) ($28,945,700)

Office of Public Instruction
Expenditures (OPI):
  Local Assistance (GTB) $0 $0 $8,960,650 ($5,801,746)
  Local Assistance (Co. Retire.) $0 $0 $2,341,749 $2,341,749
     TOTAL Expenditures $0 $0 $11,302,399 ($3,459,997)

Funding of Expenditures :
  General Fund (01) $0 $0 $11,302,399 ($3,459,997)
     TOTAL Funding of Exp. $0 $0 $11,302,399 ($3,459,997)

  General Fund (01) $0 ($2,203,874) ($38,635,353) ($24,053,852)
  State Special Revenue (02) $0 $0 ($1,694,700) ($1,705,700)

Net Impact to Fund Balance (Revenue minus Funding of Expenditures):

 
 
Effect on County or Other Local Revenues or Expenditures: 
1. This bill will shift approximately $133.0 million in tax payments per year from qualified applicants to all 

other property taxpayers (Average local residential mills = 572.835 – (95.82 + 6) = 471.015; tax shift = 
(471.015 / 1,000)* $282,447,550 = $133,037,033), some of these shifts will be paid by residential property 
owners.  

2. Due to GTB effects, local school property taxes could decrease by $8,960,650 in FY 2016 and increase by 
$5,801,746 in FY 2017 and beyond. 
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