
 

On July 1(, the Ohio Office 

of Bud4et and Mana4ement 
8OBM9 issued its monthly 
financial re<ort for June. This 
re<ort com<letes the  
<resentation of data for the 
state?s fiscal year 8FA9 2CCD.   
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re8&ti5e to o99i:i&8 t&1 
re5e.6e pro;e:tio.$. 

HoweGer, for the entire 
FACD, State taI reGenues fell 
J2KD million 81.2L9 short of 
the official estimates  
<re<ared by OBM and the 
De<artment of TaIation.   

The table on <a4e 2 shows 
the actual recei<ts and the 
official estimate for each taI 
ty<e. Official estimates here 
reflect the numbers used 
when the bud4et was enacted 
in June 2CCO. They do not 
include an adPustment for the 
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House Bill 8HB9 (T2  

contained two <roGisions 
related to the calculation of 
the holdUharmless reimburseU
ment <ayments for the  
tan4ible <ersonal <ro<erty 
8TPP9 taI. One <roGision 
affected Pust a few districts, 
but clarifies the interaction of 
the loss of TPP taI with the 
<ublic utility reimbursements 

that were bein4 made  
<ursuant to the ori4inal  
electric dere4ulation bill in 
the late 1WWCs. 

The second X and more  
confusin4 X <roGision  
reYuires the recalculation 
after the end of each fiscal 
year of the TPP taI  
reimbursements 8offset and 
direct <ayments9 throu4h 

fiscal year 8FA9 2C1O, when 
those <ayments to school 
districts are set to eI<ire. 
This recalculation <rocess 
became necessary after it was 
discoGered that the law, as 
ori4inally written, did not 
allow for fluctuations 
throu4hout the fiscal year in 
factors that determine 

(Continued on page 4) 

reGised <roPections issued by 
OBM in January 2CCD. The 
final column com<utes the 
difference between the actual 
results and the <roPected 
<erformance. For eIam<le, 
state officials estimated that 
the income taI would raise 
JW,1SO million, but actual 
recei<ts eYualed JW,11(  
million. The difference of JK2 
million is com<uted in the last 
column. 8All amounts are 

(Continued on page 2) 
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rounded to the nearest million, 
and small discre<ancies in totals 
can result.9 

As noted in <reGious ETPI  
newsletters, the cor<orate  
franchise taI currently is in the 
middle of <hasin4 out <ursuant to 
business taI restructurin4  
le4islation. No future 4rowth will 
occur there.  A final S.2L  
reduction in income taI rates will 
<reGent much 4rowth from  
occurrin4 in that taI in FACW. 
HoweGer, some encoura4in4 
news results from the fact that 
income taI recei<ts came within 

(Continued from page 1) 

Receipts Actual Estimate Difference 

NonUAuto Sales TaI JT,TO1 JT,TWT 8J2T9 
Auto Sales TaI JWSK JWDS 8JS19 

Income TaI JW,11( JW,1SO 8JK29 

Cor<orate Franchise JO(K JDKK 8JOW9 

Ci4arette TaI JW(1 JWOC 8J1W9 

PU J1(D J1OD 8J2C9 

^WH J2K1 J22K JW 
Forei4n Insurance J2TO J2TK JS 

Domestic Insurance J1(( J1O1 8J1T9 
Other Business & <ro<erty 
taIes J22 J2C J2 

Alcoholic BeG J(O J(D 8J19 

LiYuor Gallona4e JK( JKT 8J19 

Estate JT1 JDC 8J1W9 

Total TaIes J1W,S1W J1W,T(D 8J2KD9 

Table 1: GRF Tax Receipts in Millions of Dollars By Tax Type 
– FY 2008 

C.K(L of estimates. The JS1  
million shortfall in the auto sales 
taI is not sur<risin4 as hi4her 
4asoline costs haGe affected sales 

of lar4er and hi4her <rice  
Gehicles.   

While the new Commercial  
ActiGity TaI 8CAT9 does not  
a<<ear on the table because it is 
not a GRF taI, its <erformance 
holds 4reat interest for schools. 

The CAT re4istered about JK1 
million less than <roPected in 
FACD, a K.1L shortfall. 
 

OGerall, Table 1 a<<ears to  
reflect Ohio?s current economic 
stru44les. Only the ^ilowatt Hour 
TaI, Forei4n Insurance Com<any 
TaI, and some miscellaneous 
minor business taIes made the 
tar4ets estimated for them. Not 
only did the final results for FACD 
fail to reach the ori4inal tar4ets 
shown on the table, but they also 
failed on a cumulatiGe basis to 
meet the estimates desi4nated by 
OBM as a dlow 4rowth scenario.e 

Table 2 summarizes where the 
actual <erformance of the State 
taI system fits within the  
different economic scenarios  
<resented either when the State 
bud4et was enacted or in  
subseYuent reGisions by OBM. 

Actual <erformance was closer to 
the zero 4rowth scenario than it 
was to the low 4rowth scenario. 
As used here, d4rowthe refers to 
4rowth in the State?s  economy 
rather than to chan4es in reGenue 
amounts. Com<arable <erformU

(Continued on page 3) 

!hile the ne) *o,,e-cial 0cti1ity Tax 5*0T6 does not  

appea- on the table because it is not a <=> tax?   

its pe-fo-,ance holds  A-eat inte-est fo- schoolsB  
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ance in FACW would yield about 
J1D.W billion in total GRF taI 
reGenue accordin4 to official 
OBM <roPections for FACW.  
ConseYuently, the State a<<ears 
on tracg to raise about J(CC  
million less in the current fiscal 
year than it raised in FACD.    

(Continued from page 2) 

In our last issue, we told you 

about an eIcitin4 new school 

fundin4 <roPect X James W.  

Guthrie, chair of the De<artment 

of Leadershi< at  

Vanderbilt UniGersity, 

<rinci<al inGesti4ator 

for the National  

Center on  

Performance  

IncentiGes and  

national eI<ert on 

school finance is on 

board and worgin4 hard for ETPI. 

He?s made seGeral tri<s to  

Columbus to talg with state  

leaders, education re<resentaU

tiGes and other inUstate eI<erts 

about Ohio?s education fundin4 

system and ideas for chan4e. 

In late July, Guthrie conGened a 

meetin4 of state leaders and  

eI<erts to discuss the conteIt of 

the state?s economy and the  

current fundin4 system. They 

discussed the future landsca<e for 

challen4es the education system 

will face and touched on how a 

new fundin4 system would need 

to be formulated to meet those 

challen4es. 

Update on ETPI Project School 
Funding with National Expert 

Fiscal Year +008 Final 
Budget Performance 
Review (con’t from pg 2) 

Scenario 

Total GRF 
Taxes in  
Millions of  
Dollars 

Ori4inal  
Estimated GRF 
TaI  
Total 

J1W,T(D 

Low Growth 
Estimate GRF 
TaI Total 

J1W,(2O 

Actual GRF 
Tax  
Total 

$19,419 

No Growth 
GRF TaI Total J1W,KW1 

Recession GRF 
TaI Total 

J1W,KST 

Table 2:  
Comparison of Actual GRF 
Tax Receipts to Estimates 
Based on Alternative 
Economic Scenarios – FY08 

The conGersation with this 4rou< 

will continue in Se<tember. 

Meanwhile, Guthrie will worg 

with consultants Driscoll & 

Fleeter to eI<lore and simulate 

Garious fundin4  

o<tions and 

i<riorities for  

consideration.  

The 4oal will be to 

haGe meanin4ful 

in<ut for the  

4oGernor and  

others worgin4 at the 

state leGel on a school fundin4 

<ro<osal for neIt year. With the 

<artici<ation in this <roPect by 

some gey leaders from the state, 

we ho<e our worg can be  

Galuable to them throu4hout their 

<rocess to determine a <lan. 
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whether a school district receiGes 
transitional aid or  
receiGes state funds throu4h the 
formulaic calculation. 

Because the ori4inal calculation 
called for the use of <roPected 
data, such as a district?s <roPected 
aGera4e daily membershi< 8ADM9 
count for the year, the results, in 
some cases, did not accurately 
re<resent a district?s TPP taI 
2CCS holdUharmless amount. In 
other words, if a district?s  
<roPected ADM count was  
artificially hi4h when the  
calculation was made, it caused it 
to a<<ear to be funded throu4h 
the formula, and therefore it 
would loog as if its state aid had 
increased because of the loss of 
TPP taI and lower Galues.  

In fact, if the district?s actual 
ADM was lower, it receiGed  
transitional aid 8the SFUK  
4uarantee9 and did not receiGe 
any increases in SFUK state aid. In 

(Continued from page 1) 

this case, the district should haGe 
receiGed all its state TPP taI  
reimbursement by direct  
<ayment. Since the ori4inal  
calculation for the re<lacement 
amount was based on <roPected 
data, the district?s direct <ayment 
was lower than it should haGe 
been. 

The reGerse of this scenario was 
true for a number of districts. 
Assumed to be a d4uarantee  
districte 8receiGin4 transitional 
aid9 because of the ori4inal  
calculation based on <roPected 
data, these districts receiGed all 
their TPP taI re<lacement by 
direct <ayment. When their SFUK 
state aid was finalized for the 
year, they did not receiGe  
transitional aid, but saw an  
increase in state aid. This meant 
that the increase in state aid  
attributed to the loss of TPP taI 
and lower Galues, combined with 
the full direct <ayment amount 
they receiGed throu4hout the 
year, 4aGe them more than their 
TPP taI 2CCS holdUharmless 
amount. 

The ori4inal intent of the  
re<lacement <ayments was to 
mage sure school districts were 
held harmless at their 2CCS taI 
year TPP taI leGels. This would 
be done throu4h a combination 
of offset <ayments 8increases in 
state aid that result from the  

lowerin4 of taI Galues because of 
the reduction in TPP taI9 and 
direct <ayments to the school 
district. Com<licatin4 matters 
further, for the first fiGe years of 
the TPP taI elimination  
<rocess, districts would still  
collect some local TPP taIes 
8<hasin4 down oGer time9. 

It should be noted that the state?s  
res<onsibility for the holdU
harmless re<lacement <ayments 
is 4oGerned Gery s<ecifically by 
statute. The state must be sure 
that school districts receiGe the 
<ortion of the 2CCS TPP taI  
leGels that is no lon4er collected 
locally. This means that school  
districts should checg each year 
to be sure they are receiGin4 the 
correct holdUharmless amount. 

The Ohio De<artment of  
TaIation has 2CCS taI year  
leGels for each school district, and 
based on the schedule of the 
<hase down of the TPP taI, it is 
<ossible to learn how much the 
state is res<onsible for by way of 
re<lacement <ayments each year. 
So, districts can gnow how much 
their combination SFUK offset 
<ayments and direct re<lacement 
<ayments should be. 

To determine how much districts 
receiGe by way of direct  

 

(Continued on page 5) 
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<ayments, two calculations for 
each school district SFUK are 
made eGery year. One uses the 
<ro<erty Galues after the loss of 
TPP taI for that year, and one is 
made as if TPP taI Galues from 
2CCS were still in <lace. The  
difference re<resents the doffset,e 
or the amount of state aid that 
went u< because of the <hase out 
of TPP taI. The offset amount is 
then subtracted from the total 
state re<lacement res<onsibility 
for that year and the remainder is 
sent to the district by direct  
<ayment. 

This addition of the dtrueUu<e 
calculation has made it difficult 
for some districts to mana4e the 
re<ayments resultin4 from the 
calculation. That is why the new 
<roGision allowed for the  
re<ayment to be s<read out oGer 
the neIt fiscal year. But while 
these districts were receiGin4 
more than the holdUharmless 
amount they were entitled to 
durin4 the year, the ori4inal law 
had ge<t seGeral districts from 
receiGin4 bacg the total loss of 
their local TPP taI X their 2CCS 
holdUharmless amount. The net 
amount of re<lacement <ayment 
dollars that should haGe 4one to 
schools and didn?t under the 
ori4inal law was a<<roIimately JW 

(Continued from page 4) 
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million in FACD. 

This trueUu< calculation will be 
the standard oGer the neIt few 
years, as lon4 as the re<lacement 
<ayments gee< comin4. It will still 
be necessary for the ori4inal  
calculation that determines the 
re<lacement <ayments a district 
receiGes in a current fiscal year 
8offset and direct <ayments9 to be 
based on <roPections. Ho<efully, 
because of the im<lications of the 
situation in FACD that caused this 

correction in HB (T2, state  
officials will Gery carefully mage 
the re<lacement <ayment  
calculation at the be4innin4 of the 
school year. But the trueUu<  
calculation could still reGeal that 
underjoGer <ayments to schools 
haGe been made, es<ecially if a 
district is hoGerin4 around the 
4uarantee 8transitional aid9. 

School district leaders are ur4ed 
to follow this combination of 
reGenue sources Gery closely 
8local TPP taI reGenue k SFUK  
increases k direct <ayments9 in 

the future to aGoid an  
uneI<ected correction when the 
trueUu< calculation is made at the 
end of the fiscal year. If there 
seems to be a discre<ancy durin4 
the year, it will be im<ortant to 
contact the Ohio De<artment of 
Education 8ODE9 to identify the 
<roblem. ODE will worg with 
districts that see a <otential  
<roblem based on the calculation. 

So, districts that were not  
affected by this new trueUu<  

calculation in FACD could find 
themselGes affected in the future. 
That is why we ur4e all districts 
to watch this reGenue source 
Gery carefully. 

For Yuestions about the trueUu< 
calculation, contact one of your 
statewide education  
or4anizations.  

The state ,ust be su-e that school dist-icts  

-ecei1e the po-tion of the CDDE TPP tax le1els that is no 

lonAe- collected locallyB This ,eans that school dist-icts 

should checG each yea- to be su-e they a-e -ecei1inA the 

co--ect holdHha-,less a,ountB 



 

Re<. John Adams and Re<. 

Thom Collier haGe introduced 
le4islation <roGidin4 for the 
re<eal of the Ohio <ersonal 
income taI oGer a tenUyear 
<eriod from 2C1C throu4h 2C1W.  
The income taI re<eal le4islation 
has been desi4nated House Bill 
8HB9 (KS. In addition to Adams 
and Collier, seGenteen other 
House members haGe Poined as 
coUs<onsors. 

The le4islation is Yuite sim<le in 
conce<t, althou4h its effects could 
deGastate fundin4 for schools and 
other <ublic serGices in Ohio. 
The re<eal would worg as 
follows. Each year from 2C1C 
throu4h 2C1D, taI<ayers would 
com<ute income taI liability as 
<roGided under current law, but 
the ultimate result would be 
multi<lied by a factor startin4 
with WCL in 2C1C, DCL in 2C11, 
OCL in 2C12, and so on until the 

factor reaches 1CL in 2C1D.  
Finally, in 2C1W, multi<lication of 
income taI liability by a zero 
factor would eliminate the taI 
entirely. 

In Fiscal Aear 8FA9 2CCD, the 
income taI <roduced about JW.1 
billion. Current law includes an 
additional S.2L income taI cut 
scheduled for taI year 2CCW. This 
reduction <roGides the final ste< 
in a 21L income taI cut enacted 
in 2CC( for im<lementation oGer 
the fiGe years from 2CC( throu4h 
2CCW. EGen after this final taI cut 
in current law, the income taI 
will yield about JW billion in FACW 
and FA1C.   

The enactment of HB (KS would 
mean annual reductions of about 
JWCC million <er year 81CL times 
JW billion eYuals JWCC million9 in 
current dollars. Of course, the 
effect of these reductions would 
occur in a cumulatiGe way. The 
reGenue loss would eYual JWCC 
million in the first year, J1.D 
billion in the second year, and so 
on.       

To <ut such a reduction in state 
reGenues into conteIt, the 
General ReGenue Fund 8GRF9 in 
FACD receiGed J1W.S billion in tax 
reGenue. Of that amount, the 
income taI accounted for JW.1 
billion or about SOL. If a SOL 
reduction in eI<enditures of taI 
reGenue from the GRF were 
s<read <ro<ortionately amon4 

Proposed Income Tax Repeal Legislation Introduced 
the different cate4ories of 
eI<enditures, <rimary and 
secondary education would lose 
about JK.2 billion in state 
reGenue 8SOL times JT.W billion in 
GRF eI<enditures for education9. 
Usin4 the latest <ro<erty 
Galuation data aGailable from the 
Ohio De<artment of TaIation, a 
<ro<erty taI base of about J2SC 
billion in real and <ublic utility 
<ro<erty would reYuire additional 
statewide <ro<erty taIes of oGer 
1K mills to mage u< a JK.2 billion 
loss in State reGenue.   

Thus, the aGera4e cost of 
re<ealin4 the income taI would 
eYual about 1K additional 
<ro<erty taI mills in order for 
schools to maintain current 
fundin4 leGels. This estimate 
shows the ultimate im<act of 
income taI re<eal rather than its 
year to year effects.   

HB (KS does not re<eal eIistin4 
school district income taI 
<roGisions. This means that 
school district income taIes 
rather than school district 
<ro<erty taIes could re<lace 
some or all of the lost state 
income taI reGenues. Such an 
outcome would shift fundin4 
res<onsibility from the state to 
school districts with <redictable 
conseYuences for eYuity in the 
distribution of education fundin4. 
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The State Ca<ital Bill, Amended Substitute House Bill (T2 8HB (T29, si4ned by GoGernor Stricgland on June 

2S, includes the followin4 new taI leGy o<tions for school districts considerin4 emer4ency leGies or the  
renewal of emer4ency leGies.  

A lon4Utime tool for school districts, one that 4iGes districts o<tions for raisin4 local funds eGen when they 
haGe reached the d2C mill floor,e has become more fleIible. With the <assa4e of HB (T2, emer4ency leGies, 
new or renewal, are now <ermitted for a term of u< to 1C years. These leGies haGe <reGiously been limited to 
only fiGe years in len4th. The lon4er term for emer4ency leGies a<<lies <ros<ectiGely to those new or renewal 
emer4ency leGies submitted to Goters after the new law tages effect. No eIistin4 leGies are automatically  
eItended as a result of the chan4e in the law. The lon4er maIimum term for emer4ency leGies allows districts 
to reduce the number of times they haGe to 4o bacg to the ballot for emer4ency leGy renewals. 

An entirely new leGy o<tion was also included in HB (T2. The new dsubstitutee leGy can be used by a school 
district with an eIistin4 emer4ency leGy. The district may submit to its Goters the substitute leGy o<tion to 
re<lace an eIistin4 emer4ency leGy. The substitute leGy can be for a term u< to 1C years or for a continuin4 
<eriod of time.   

This new substitute leGy must be <ro<osed at an initial s<ecified dollar amount for the first collection year 
eYual to the amount of the <ro<osin4 district?s eIistin4 emer4ency leGy or leGies. Thereafter, reGenues from 
the substitute leGy may eI<erience limited annual 4rowth based solely on new real <ro<erty im<roGements 
made in the school district in each year. As with an emer4ency leGy, the new substitute leGy will a<<ly at the 
same rate to both classes of real <ro<erty. It also a<<lies aboGe the 2CUmill floor, Pust lige an emer4ency leGy, 
and it may be substituted for more than one eIistin4 emer4ency leGy. The new substitute leGy will receiGe the 
same tan4ible <ersonal <ro<erty taI reimbursements as the emer4ency leGy it re<laced.   

One as<ect of the limited 4rowth <roGision that school district officials should gee< in mind is the fact that 
milla4e rates for all taI<ayers will be affected. PreGiously, milla4e rates would haGe been adPusted down as a 
result of new im<roGements in the district to gee< the leGy from <roducin4 more than the ori4inal amount 
a<<roGed by the Goters. This new <roGision allows the district to collect the increase that results from the 
new im<roGements, causin4 the rates to remain hi4her than they would haGe been under an emer4ency leGy.   

These new taI leGy o<tions may <ermit a school district to reduce the number of taI leGy elections, and in 
turn reduce leGy fati4ue. HoweGer, districts should tage care in understandin4 all the im<lications of these 
new tools before moGin4 ahead. If you are uncertain how the new <roGisions will worg in your district, be 
sure to contact one of the statewide or4anizations or the Ohio De<artment of TaIation. 

New “Substitute Levy” Option Available 
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ETPI Debunks Tax Foundation Special Report!  
To view the report, go to www.etpi-ohio.org. 
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