
ETPI                            Facts and Figures
  
 

                                    Education Tax Policy Institute
                                           8050 North High Street, Suite 100 

Columbus, Ohio 43235-6481 
614-540-4000; 614-540-4100 (Fax) 

www.etpi-ohio.org 
 
 

Spring Edition 2006 
 
ETPI ANALYZES THE TAX AND EXPENDITURE LIMITATION AMENDMENT 
 
The Education Tax Policy Institute has released a 64-page analysis of the proposed Tax and Expenditure 
Limitation (TEL) amendment to the Ohio Constitution describing it as an Òabysmal use of languageÓ that would 
generate confusion and litigation in every aspect of government finance. 
 
In the report, ETPI said the Òamendment is so sweeping in its scope that it will have many unintended 
consequences.Ó  Rather than improve the governmentÕs efficiency as it purports, ETPI said the amendment Òwill 
consume enormous government resources just to sort through the Constitutional mandates that it imposes.Ó 
 
The proposed amendment creates a new Section 14 in Article XII  of the Ohio Constitution, with language 
applicable to the total spectrum of public finances in Ohio. TEL Òdoes not show a glimmer of understanding 
about government accounting practice,Ó the ETPI report said.  The amendment Òhas no grounding in reality.Ó 
 
In short, TEL would permit expenditures by political subdivisions to grow annually by the greater of 3.5% or the 
sum of inflation plus population growth.  This provision is directed at cities, counties, townships, school 
districts, and apparently all other kinds of taxing authorities, ETPI noted.  A subdivision could not increase 
expenditures beyond the permitted growth rate, increase a tax, or levy a new tax Òwithout fi rst obtaining the 
approval of a majority of electors in that political subdivision.Ó (See story on ballot issues on page 2.) 
 
 
SPRING EDITION FOCUSES ON SINGLE TOPIC: THE IMPACT OF TEL 
 
This edition of ETPIÕs Fact and Figures newsletter is devoted to one subject: the proposed Tax and Expenditure 
Limitation (TEL) amendment to the Ohio Constitution, which is heading to the November ballot. 
 
The newsletter covers some of the most signifi cant findings from the analysis prepared by Levin, Driscoll & 
Fleeter at the request of ETPI. The Columbus-based tax consultant fi rm has served ETPI since 1997 in 
preparation of highly valued reports such as the effects of electric utility deregulation, the impact of repealing 
the inventory tax, a 10-year study of property taxes in Ohio, and an examination of funding in OhioÕs 21 urban 
school districts. To download the complete TEL report, go to: www.etpi-ohio.org. 
 



WHAT TEL WOULD CREATE: CONFUSION AND LITIGATION 
 
The lack of precise language in the proposed Tax and Expenditure Limitation (TEL) amendment and failure to 
define key terms will create years of costly litigation and confusion, according to the Education Tax Policy 
Institute study. 
 
TEL contains so many drafting errors, so many imprecise concepts, and omits so many critical definitions that 
the only certainty from its approval would be the certainty of lawsuits. 
 
For example, the ETPI analysis of TEL noted that Òany taxpayerÓ could sue for enforcement of the amendmentÕs 
provisions. Thus, an out-of-state resident who pays a trivial amount of sales tax becomes a taxpayer and has 
standing to challenge a government action.  A successful litigant can recover costs and attorney fees from the 
State, but the State cannot recover any costs from an unsuccessful litigant, unless the courts determine that it 
was a fri volous claim. 
 
Further, the amendment would supersede any other clause of the Constitution. ÒSuch an aggressive claim for 
precedence over other decisions by the people about governance of the state,Ó the ETPI report said, Òhas 
implications for issues such as the Constitutional guarantee for a Ôthorough and efficient systemÕ of common 
schools, use of highway taxes for highway purposes only, the independence of the judiciary, and municipal 
home rule.Ó 
 
 
REGISTERED VOTERS CAN DEFEAT AN ISSUE WITHOUT EVEN CASTING A BALLOT 
 
Proposed tax and spending limitations in TEL would allow a school district to go to the polls to make an 
exception in levying higher taxes or to make higher expenditures.  However, there is an important, potentially 
devastating, choice of words in the amendment.  
 
TEL would require a majority of all ÒelectorsÓ (registered voters) to approve those ballot measures, not just a 
majority of those who vote.  
 
Current laws spell out that in order for a ballot measure to be approved, it must secure a yes vote of a majority of 
electors voting on the issue. The Ohio Constitution (Article V, Section 1) makes clear that ÒelectorÓ equals 
Òregistered voter.Ó  
 
Under TEL, a school district would face an almost impossible task of getting a majority of registered voters to 
approve an operating levy or bond issue.  For example, if a district has a 60% turnout of registered voters, it 
would take a whopping 83% affi rmative vote at the pol ls to pass a new tax measure! 
 
 
ONE-SIZE-FITS-ALL RULE MAKES NO DISTINCTIONS ON CAPITAL IMPROVEMENTS  
 
TEL operates under the bizarre theory that all government spending is the same, making no distinction between 
expenditures for operating expenses and expenditures for capital improvements.  Moreover, proprietary 
functions of government, such as municipal electric companies, paid for by user charges, would become 
indistinguishable from other government functions, paid for with tax dollars. 
 
For example, ETPI notes the impact of the amendment would limit a school districtÕs expenditures regardless of 
whether the increase occurred to raise teacher pay or to construct a high school.  Likewise, it would limit a cityÕs 
expenditures regardless of whether a municipality wanted to hire more police offi cers or to replace an obsolete 
sewer system.  
 



STATISTICAL SIMULATIONS:  THE TELLING EFFECT OF TEL ON FIVE SCHOOL SYSTEMS 
 
The ETPI analysis of the TEL proposal included a look at the impact the amendment would have had on fi ve 
Ohio school systems Ñ  if the new public financing system had been in place from 2000-2005. 
 
ETPI used data from the Comprehensive Annual Financial Reports maintained by the Auditor of State to 
compare actual changes to simulated changes in dollars that would have occurred for Akron, Parma, South-
Western, Sylvania and Winton Woods if the TEL regulations had dictated expenditure levels through the 
amendmentÕs limits. 
 
The simulation of the proposed amendment on operations of the fi ve school districts created many diffi culties 
related to the Òimprecise language used in the proposal,Ó ETPI noted.  Nonetheless, the 18-page statistical 
examination of the systems showed an ominous result. 
 
The calculation took into account local expenditures, per cent of local growth, state expenditures, per cent of 
state growth, and federal expenditures for each district. As best can be calculated, here are the simulated effects 
of TEL on these fi ve systems over the six-year period. 
 
School District Cumulative Expenditure 

Reduction 
Average Annual Per Pupil 
Expenditure Reduction 
 

Akron $139 million $758 
Parma $54 million $679 
South-Western $175 million $1,467 
Sylvania $24 million $527 
Winton Woods $24 million $1,025 
 
 
 A SMALL SAMPLING OF QUESTIONS THAT WILL EMERGE IF TEL IS APPROVED 
 
The ambiguous language of the TEL proposal raises a host of challenging questions in Constitutional issues as 
well as operational details.  Here are but a few of the challenges in the amendment: 
 
--How does a government entity account for a gift made (such as money to a public library) in its expenditure 
limits if the donor does not specify the purpose of the contribution? 
 
--What if a subdivision curtails expenditures in one year because of tax delinquencies but is successful in 
collecting the underpayments the following year?  How is the expenditure limit fi gured? 
 
--How does a school district calculate bake sales and unused school building sales in its annual aggregate 
expenditure limit? What is the impact in a high school athletic program when the football ticket sales are 
calculated as part of the districtÕs expenditure level? 
 
--How does a school district know the U.S. Census data to determine its expenditure limit when the information 
does not coincide with the boundaries of the district, such as a Joint Vocational School, or when a slow-growing 
county population figure varies widely from a fast-growing district? 
 
--If  a school district somehow succeeds in obtaining voter approval for an exception to spending limits, does that 
approval apply only for that one year? Must the district request renewed approval each year for the original 
exception to avoid reversion back to the original spending limit? 
 
--Does an increase in state lottery prizes count against OhioÕs overall expenditure limit? 



TEL TACKLES UNFUNDED MANDATES — BUT IT CREATES ANOTHER SET OF PROBLEMS 
 
For decades, school offi cials and local governments have sought some method of curbing unfunded mandates 
imposed by the State. 
 
TEL tackles this issue, but in language so broad that any future cost sharing between the State and school 
districts would violate its provisions.  The entire School Foundation formula could come under question, ETPI 
observed. The language would prohibit the State from requiring school districts to pay for part of the cost of an 
adequate education, but it also would prohibit the State from expending the necessary State revenue to replace 
current chargeoff dollars. 
 
Under the amendment, the State need not Òappropriate moneys for mandates if more than two years have passed 
since the effective date of the mandate and no claim for funding has been made by the political subdivision 
during that period.Ó  This would mean that local governments and school districts would need to scrutinize each 
legislative enactment in order to identify possible mandates, resulting in thousands of claims from individual 
entities. 
 
 
 STATE EXPENDITURE LIMIT LUMPS REVENUE INTO ONE SYSTEM OF ACCOUNTING 
 
As with local government, the amendment would limit increases in State expenditures to the greater of 3.5% 
annually or the sum of inflation plus state population change.  This limitation applies to all State expenditures 
generated from taxes, licenses, fees, permits, and sales. 
 
TEL, according to the ETPI analysis, would affect the ability of the State to fund higher education from tuition 
and fees from college students. The proposal, for instance, appears to even include expenditures generated from 
concessions at Ohio Stadium within the one-size-fi ts-all system of accounting.  
 
In another instance, if the State wanted to raise the fee for hunting licenses, the additional revenue from such an 
increase could not be expended by the Oho Department of Natural Resources for improved hunting 
opportunities without counting against the StateÕs ability to increase funding for education. 
 
 
THERE’S CONFUSION EVEN ON IMPLEMENTATION OF THE AMENDMENT 
 
If approved, when does TEL take effect? Section 1b of Article II  of the current Ohio Constitution specifies that 
an amendment proposed by an initiative petition takes effect 30 days after the election at which voters approve 
the proposal.  Nothing in the TEL provides any guidance about whether it applies to a fi scal year already in 
progress. 
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