Property Tax Replacement Options
B

Three Revenue Scenarios for FY 2007

Individual Adjusted Gross

Income Tax

Sales Tax (no services)

Sales Tax (with services)




Individual Income Tax Rate

Scenario for FY 2007

Current Individual Adjusted Gross
Income Tax Rate: 3.4%

Replace 50% of Levy Replace 100% of Levy

New Total Tax Rate: 6.0% | New Total Tax Rate: 2.0%
Additional Rate: 2.6% Additional Rate: 5.6%
Additional Revenue: $3,070 | Additional Revenue: $6,146

CY 2007 Estimated Net Property Tax Levy = $6,168



Sales Tax Rate Increase

Scenario for FY 2007

Current Sales Tax Rate: 6.0%

Replace 50% of Levy Replace 100% of Levy

New Total Tax Rate: 2.5% | New Total Tax Rate: 13.2%
Additional Rate: 3.5% Additional Rate: 7.2%
Additional Revenue: $3,039 | Additional Revenue: $6,150

CY 2007 Estimated Net Property Tax Levy = $6,168




Expansion of Sales Tax to Services

Scenario for FY 2007

Current Sales Tax Rate on Services:

N/A

Replace 50% of Levy

New Total Tax Rate: 8.0%
Additional Rate: 2.0%

Add’l Nonservice Revenue:

$1,748
Add’l Service Revenue: $1,300

Replace 100% of Levy

New Total Tax Rate: 11.1%
Additional Rate: 5.1%

Add’l Nonservice Revenue:

$4,397
Add’l Service Revenue: $1,736

CY 2007 Estimated Net Property Tax Levy = $6,168



Replacement of Property Tax Calculation (Million $)
Approximate Increased
Current Proposed Rate after Revenue $ Amount
Tax Type 2006 Revenue* Rate Increase Increase Increase Per 1%
Sales Tax 5,269.8 6% 6.0% - 878.3
Individual Income Tax 43222  3.4% 9.0% 7,118.9 1,271.2
Corporate Adj.Gross Income 703.2  8.5% 8.5% - 82.7
Financial Institutions Tax 61.7 8.5% 8.5% - 7.3
Insurance Tax 177.7 1.3% 1.3% - 136.7
Utility Receipts 1440 1.4% 1.4% - 102.9
TOTAL 7,118.9
Property Tax Homestead Final Net
(Pay 2006) Gross Levy PTRC Net Levy Credit Levy
7,821.1 1,804.3 6,016.8 362.5 5,654.3
Difference still needed to replace property tax dollar for dollar $ (1,464.6) million
* Does not include income from one-time amnesty program. Prepared by Sen. David Ford

The point of this exercise is to find alternative levels of different taxes that would completely replace the property tax.
By changing the values in the white boxes, you can estimate the mix that you think is most appropriate to reduce the bright green total to zero.

All numbers are taken from the Indiana Handbook of Taxes, Revenues, and Appropriations published by the Legislative Services Agency.
Numbers are approximations and change from year to year. This exercise is for approximation only.
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Replacement of Property Tax Calculation (Million $)
Approximate Increased
Current Proposed Rate after Revenue $ Amount
Tax Type 2006 Revenue* Rate Increase Increase Increase Per 1%
Sales Tax 5,269.8 6% 13.2% 6,323.8 878.3
Individual Income Tax 43222  3.4% 3.4% - 1,271.2
Corporate Adj.Gross Income 7032 8.5% 8.5% - 82.7
Financial Institutions Tax 61.7 8.5% 8.5% - 7.3
Insurance Tax 177.7  1.3% 1.3% - 136.7
Utility Receipts 1440 1.4% 1.4% - 102.9
TOTAL 6,323.8
Property Tax Homestead Final Net
(Pay 2006) Gross Levy PTRC Net Levy Credit Levy
7,821.1 1,804.3 6,016.8 362.5 5,654.3
Difference still needed to replace property tax dollar for dollar $ (669.5) million
* Does not include income from one-time amnesty program. Prepared by Sen. David Ford

The point of this exercise is to find alternative levels of different taxes that would completely replace the property tax.
By changing the values in the white boxes, you can estimate the mix that you think is most appropriate to reduce the bright green total to zero.

All numbers are taken from the Indiana Handbook of Taxes, Revenues, and Appropriations published by the Legislative Services Agency.
Numbers are approximations and change from year to year. This exercise is for approximation only.
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Replacement of Property Tax Calculation (Million $)
Approximate Increased
Current Proposed Rate after Revenue $ Amount
Tax Type 2006 Revenue* Rate Increase Increase Increase Per 1%
Sales Tax 5,269.8 6% 13.2% 6,323.8 878.3
Individual Income Tax 43222  3.4% 9.0% 7,118.9 1,271.2
Corporate Adj.Gross Income 703.2 8.5% 8.5% - 82.7
Financial Institutions Tax 61.7 8.5% 8.5% - 7.3
Insurance Tax 177.7 1.3% 1.3% - 136.7
Utility Receipts 1440 1.4% 1.4% - 102.9
TOTAL 13,442.7
Property Tax Homestead Final Net
(Pay 2006) Gross Levy PTRC Net Levy Credit Levy
7,821.1 1,804.3 6,016.8 362.5 5,654.3
Difference still needed to replace property tax dollar for dollar $ (7,788.4) million
* Does not include income from one-time amnesty program. Prepared by Sen. David Ford

The point of this exercise is to find alternative levels of different taxes that would completely replace the property tax.
By changing the values in the white boxes, you can estimate the mix that you think is most appropriate to reduce the bright green total to zero.

All numbers are taken from the Indiana Handbook of Taxes, Revenues, and Appropriations published by the Legislative Services Agency.
Numbers are approximations and change from year to year. This exercise is for approximation only.
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Replacement of Property Tax Calculation (Million $)
Approximate Increased
Current Proposed Rate after Revenue $ Amount
Tax Type 2006 Revenue* Rate Increase Increase Increase Per 1%
Sales Tax 5,269.8 6% 8.0% 1,756.6 878.3
Individual Income Tax 43222  3.4% 5.0% 2,034.0 1,271.2
Corporate Adj.Gross Income 7032 8.5% 10.0% 124.1 82.7
Financial Institutions Tax 61.7 8.5% 10.0% 10.9 7.3
Insurance Tax 177.7  1.3% 2.0% 95.7 136.7
Utility Receipts 1440 1.4% 2.0% 61.7 102.9
TOTAL 4,083.0
Property Tax Homestead Final Net
(Pay 2006) Gross Levy PTRC Net Levy Credit Levy
7,821.1 1,804.3 6,016.8 362.5 5,654.3
Difference still needed to replace property tax dollar for dollar $ 1,571.3 million
* Does not include income from one-time amnesty program. Prepared by Sen. David Ford

The point of this exercise is to find alternative levels of different taxes that would completely replace the property tax.
By changing the values in the white boxes, you can estimate the mix that you think is most appropriate to reduce the bright green total to zero.

All numbers are taken from the Indiana Handbook of Taxes, Revenues, and Appropriations published by the Legislative Services Agency.
Numbers are approximations and change from year to year. This exercise is for approximation only.




Homeowner Property Taxes, 2007

Estimated average increase in 24%,
homeowner taxes, statewide (before end-
of-year rebate)

Inventory tax elimination in 51 remaining 4%
counties

Cap on state tax relief 4%
Trending from 1999 to 2005 prices; 10%
possible business trending error

Increases in local government tax 6%

collections




How We Got Here:
Inventories

1 Restructuring schedules full elimination of
property tax on inventories for 2007 taxes;

41 counties adopt early; 51 remain for
2007

1 Counties are allowed to use income tax to
protect homeowners from tax shift; 42 did
SO

1 Inventory tax elimination ratified by voters
in 2004 constitutional referendum



Property Tax Uses — Cities and Towns
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Property Tax Uses - Townships
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Property Tax Uses - Counties
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Property Tax Uses — Schools
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Property Tax Uses - Total
B

2007 Estimated

Net Levy
Expense Categor (In Millions)
Operating $3,407.1 55%
Debt Service 1,458.5 24%
Capital 968.7 16%
Child Welfare 328.1 5%
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