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SUBJECT/TITLE
Homestead exemption

SPONSOR
Representative Dottie Sims

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban-County

X
Charter County
X
Consolidated Local

Program/

Office(s) Impacted:
 General Fund

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

The proposed legislation would provide to a married couple, each of whom is sixty-five years old or older, one homestead exemption each.  The purpose of the proposal is to double the amount of the homestead exemption for married couples sixty-five years of age or older.  (Current law provides only one homestead exemption regardless of the number of residents sixty-five years old or older who occupy the unit.)
FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 122 on local governments would be nil.  While doubling the amount of the homestead exemption for certain property owners would reduce the taxable value of property available to local governments, all local taxing authorities are allowed to adjust their property tax rates to compensate for the removal of taxable property from the tax roll.

A "compensating tax rate" is computed annually for each local government.  The rate is set at a level which will produce, when applied to the current year's assessment of taxable real property, excluding new property, an amount of revenue approximately equal to the revenue produced in the preceding year from real property.  The effect of this rate setting procedure is to offset the loss of taxable real property, whether lost by natural disaster, constitutional amendment, or legislative action as in the case at hand.

The compensating tax rate is not subject to recall (or public hearing), thus guaranteeing an affected local government the opportunity to produce the same amount of revenue from property taxes as was produced the year before.  Of course an adjustment in property tax rates to compensate for a loss of one source of taxable property results in a shift in tax burden to the remaining taxable property, but the local government is effectively held harmless.
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