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FISCAL ANALYSIS 
 
 
Description 
 
This bill would remove noncommercial (residential) historic property from class 6, which has an assessment ratio of 5%.  
Instead, such property would be assessed under class 3 (owner-occupied residential), which uses an assessment ratio of 
10%.   
 
Estimated Impact 
 
Based on available data furnished by the Department of Revenue (DOR), it is estimated that the bill could generate a 
General Fund savings of about $(470,000) beginning in FY 2011.  The bill would increase total net assessed valuation 
(NAV), which would result in a decrease of the state’s K-12 education formula cost.   
 
Due to the state’s truth-in-taxation (TNT) laws, however, the bill could actually result in a net state cost.  The General Fund 
savings resulting from the NAV increase could be offset by lowering the savings of automatic school tax rate adjustments 
under the TNT provisions.  The net General Fund cost after accounting for TNT is estimated to be $1.4 million beginning 
in FY 2011. 
   
Analysis 
 
According to DOR’s 2009 State and County Abstract of the Assessment Roll, the total statewide primary NAV of 
residential historic property is $68.5 million.  Under the bill, such property would be assessed at 10% (instead of the current 
5%), which would result in a net increase of NAV of an equal amount, or $68.5 million.  (Note that while class 3 NAV 
would increase by $137.0 million, class 6 NAV would simultaneously decrease by $(68.5) million, for a total statewide net 
increase of $68.5 million.)   
 
The bill requires for enactment a two-thirds majority vote (Proposition 108) and becomes effective on the signature of the 
Governor.  If enacted, SB 1166 would affect property taxes levied for tax year 2010.  From a budgetary perspective, the bill 
would affect the General Fund for the first time in FY 2011.   
 
Under the Basic State Aid formula, the state pays for the cost of K-12 education not generated by local property taxes.  The 
state also pays a percentage (40% in FY 2011) of residential school property taxes through the Department of Education’s 
Homeowner’s Rebate program.  As noted above, SB 1166 will have the effect of increasing total primary NAV by $68.5 
million and class 3 primary NAV by $137.0 million.  The total statewide NAV increase of $68.5 million will result in a 
direct decrease of Basic State Aid of $(2.1) million in FY 2011.  The Basic State Aid savings, however, will be partially 
offset by a $1.6 million increase in the cost for the Homeowner’s Rebate program resulting from the class 3 NAV increase 
of $137.0 million.  Homeowner’s Rebate is not applied to class 6 properties.  Thus, the overall net impact of SB 1166 on 
the General Fund is a cost savings of $(470,000).      
 
The NAV increase under the proposal will also raise costs through the state’s TNT program.  TNT changes the qualifying 
tax rate (QTR) each year to offset the annual statewide appreciation or depreciation of existing property.  This rate change 
occurs automatically unless the Legislature decides to forego the TNT adjustment.  Due to declining property values in 
FY 2011, the QTR is expected to be increased by 11.4¢ under existing statutes.  However, the higher NAV under the 
proposal would result in the tax rate increase being (0.2)¢ lower than under current law, or 11.2¢.  The Basic State Aid  
 

(Continued) 



savings resulting from the $68.5 million total NAV increase will be almost exactly offset by the cost increase due to the 
(0.2)¢ lower QTR under TNT. This means that under TNT, the bill would have essentially no impact on Basic State Aid.  
However, unlike Basic State Aid, the Homeowner’s Rebate program will be affected by SB 1166.  The $137.0 million 
increase in class 3 NAV will raise the cost of the Homeowner’s Rebate program by about $1.6 million.  This cost increase 
would be reduced by $(0.2) million, for a net impact of $1.4 million, after the QTR reduction under TNT is included.  Thus, 
if TNT is accounted for, SB 1166 is estimated to result in a net General Fund cost increase of $1.4 million in FY 2011.     
 
As noted above, the fiscal impact of the bill depends on whether the TNT impact is included or not.  In the absence of a 
TNT adjustment, it is estimated that the bill would save the General Fund $(470,000) beginning in FY 2011.  However, if 
the QTR is adjusted to account for TNT, the bill would result in a General Fund cost of $1.4 million. 
 
Local Government Impact 
 
The bill would primarily affect taxing districts where residential property is moved from class 6 to class 3 by increasing 
their property tax levies.  The bill could also result in a shift of the tax burden from owners of non-historic residential 
property to owners of historic residential property.     
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