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EXECUTIVE SUMMARY

States have imposed a variety of statutory
and constitutional limitations on local fiscal
autonomy. This report focuses on general tax
and expenditure limitations applied to coun-
ties, municipalities, and school districts. These
types of limitations exist in 46 states and are
designed ostensibly to (1) control and reduce
property taxes, (2) control the growth of gov-
ernment and public spending, and (3) improve
fiscal accountability.

This report presents the results of an
extensive study of local tax and expenditure
limitations (TELs) imposed by states. The
study emphasizes limitation design, amount of
allowable growth, affected local governments,
circumvention mechanisms, length of imple-
mentation, and significant alterations.

TYPES OF LIMITATIONS

There are six basic types of limitations.

Overall property tax rate limits
apply to all local governments.

Specific property tax rate limits, the
most widely used limit, apply to spe-
cific types of local governments or
specific functions (which were not
considered in this report).

Property tax levy limits (revenue
limitations) are the second most com-
mon TEL.

Limits on general revenue or
expenditure increases are the least
common form of TEL and are among
the newest.
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Limits on assessment increases
restrict the growth in assessments and
are also among the newest forms.

Full disclosure (truth-in-taxation)
requirements make taxpayers aware
of levy increase proposals and give
them an opportunity to participate in
public hearings.

These limitations vary in the extent to
which they restrict local government taxing or
spending. Most include some procedure for
circumventing the limitation if it becomes nec-
essary to do so.

EFFeCTS OF TAX AND EXPENDITURE
LIMITATIONS

Studies have shown that tax and expendi-
ture limitations have had no effect on the size
of government, but have had considerable
impact on its composition. Limits have been
reported to:

(1) Reduce reliance on traditional local
government revenue sources and on
tax sources for local own-source rev-
enue, and

(2) Increase local reliance on state aid and
the general level of state expenditure
and revenue responsibility, particular-
ly for education and highways.

TELSs have led to greater use of fees and rev-
enue sources other than the local property tax
(e.g., Income taxes, business property taxes,
and salestaxes).



Some researchers have found that limita-
tions may be leading to the creation of a more
centralized public sector that is possibly less
responsive to local preferences, more reliant at
the local level on nontax sources of revenue,
and a bit less accommaodating to the needs of
dependent populations. These effects appear to
be increasing over time.

Increased reliance on user fees and other
narrow revenue sources, for example, may
make the state and local revenue system more
regressive. A movement toward state aid and
away from local funding of public schools may
affect the equity of public school funding but
may at the same time reduce local control and
the efficiency of resource allocation.

Property tax revenue loss is sometimes
offset by increased reliance on other revenue

sources. This is often an intended effect of
some limitations. A local jurisdiction’s ability
to compensate for property tax losses improves
with the level of diversity of its economic base
and the range of alternative fiscal instruments
availableto it.

TELS ARE HErRE To STAY

It is likely that use of TELS will continue.
TELs should be carefully designed. For
instance, allowable growth must be tied to
appropriate indicators that accommodate
changes in demand, the environment, and the
economy. Even more important, the decision-
making process should be augmented with
information that reveals probable secondary
outcomes associated with the imposition of
TELs.
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rRODY CTIO!

States have imposed a variety of statutory
and constitutional limitations on local fiscal
autonomy. These limitations, which exist in 46
states, have:

o Resulted in more use of fees and mis-
cellaneous revenues and less use of
broad-based tax sources;

» Shifted power and responsibility to
the state through increased reliance
on state revenue sources and state
assumption of service responsibili-
ties; and

» Shifted responsibility for local gov-
ernment functions through the cre-
ation of special districts.’

The limitations have been designed osten-
sibly to (1) control and reduce property taxes,
(2) control the growth of governmentand pub-
lic spending, and (3) improve fiscal account-
ability.2

This report presents the results of an
extensive study of local tax and expenditure
limitations (TELs) imposed by states. The
study emphasizes design, amount of allowable
growth, affected local governments, circum-
vention mechanisms, length of implementa-
tion, and significant alterations.

TAX AND EXPENDITURE LIMITATIONS IN
CONTEXT

Many explanations have been offered for
the most recent wave of tax and expenditure
limitationsthe so-called “tax revolt.” Most of
these explanations suggest that government
had become too large to suit the voters, and

that the intended effect was a scaling back of
government. However, support for limitations
occurs relatively independently of the public’s
desire for government services. In fact, many
surveys in states with TELs suggest that citi-
zens were satisfied with the level of public ser-
vices and often desired more, but simply
wanted to avoid paying for them.3

The local property tax was the initial tax
limitation target. This tax is highly visible and
has historically raised the ire of taxpayers.4 The
earliest efforts to limit property taxes took
place in the 1880s—a period associated with
the emergence of local home rule—and they
have continued, augmented by limitations on
state and local general revenues and expendi-
tures.

Tax and expenditure limitations impose
potentially formidable budgetary constraints.
However, with continued demands for public
services, these constraints will often cause dis-
tortions in the structure of state and local rev-
enue and expenditure systems and in the
distribution of relative levels of responsibility
for providing government services.

Currently, states impose one or more limi-
tations on the ability of local governments to
raise revenue and spend money (see Box on
next page). The most common categories of
limits are those on:

*  Overall property tax rates;
«  Specific property tax rates;
* Property tax levies;

»  General revenue or expenditure
increases;



TypPEs oF LIMITS

Overall Property Tax Rate Limit
¢ Setsa ceiling that cannot be exceeded without a popular vote.
e Applies to the aggregate tax rate of all local governments.
* Is potentially binding if coupled with a limit on assessment increases; otherwise, it
can be easily circumvented by altering assessment practices.

SpeC|f|c Property Tax Rate Limit

Is the most common form of TEL.

*  Setsaceiling that cannot be exceeded without a popular vote.

*  Applies to specific types of local jurisdictions (e.g., school districts or counties) or
narrowly defined service areas.

* |s potentially binding if coupled with a limit on assessment increases; otherwise it
can be circumvented by altering assessment practices or through interfund transfers
for specific services.

Property Tax Levy Limit
*  Constrains total revenue that can be raised from the property tax, independent of
the rate.
* |s often enacted as an allowable annual percentage increase in the levy.
* Is potentially binding because of the fixed nature of the revenue ceiling, but can be
limited through diversification of revenue sources (which is its underlying intent).

General Revenue or General Expenditure Increase
*  Capstotal revenue that can be collected and attempts to constrain spending.
* |s often indexed to the rate of inflation.
* |s potentially binding because of the fixed nature of the revenue or expenditure
ceiling.

Assessment Increase
¢ Controls ability of local governments to raise revenue by reassessment of property
or through natural or administrative escalation of property values.
* s potentially binding if coupled with an overall or specific property tax rate limit;
otherwise it is easily avoided through an increase in property tax rates.

Full Disclosure/Truth-in-Taxation
* Requires public discussion and specific legislative vote before enactment of tax
rate or levy increases.
e s nonbinding because a formal vote (generally a simple majority) of the local leg-
islative body can increase the tax rate or levy.

Source: Phil G. Joyce and Daniel R. Muliins, “The Changing Fiscal Structure of the State and Local
Public Sector: The Impact of Tax and Expenditure Limitations,” Public Administration Review 51
(May/June 1991): 240-253.




*  Assessment increases; and
. Full disclosure (truth-in-taxation)

requirements.

While none of the limits are necessarily
binding with respect to the overall revenues or
expenditures of local governments, some are
more effective than others.5 Limits on annual
increases in property tax levies, annual revenue
(total or for specific types of local govern-
ments), and expenditure increases are poten-
tially the most binding because they impose a
fixed ceiling. At the other extreme, full disclo-
sure is a minimal constraint that requires only a
public hearing and a simple majority vote by
the legislative body to override and raise a
property tax levy (even if there is no tax rate
increase).

Overal] limits on the combined property
tax rate levied by all local jurisdictions (e.g:,

county, municipality, and school district) and
limits on the property tax rates of specific local
governments are potentially significant and
binding if they are combined with a limit on
assessment increases. Otherwise, rate limita-
tions may be circumvented by changing
assessment practices. Likewise, limits on
assessment increases are not binding without
rate limits.

There is considerable variation in the use
of limitations (see Table 1, page 5):

e 36 states have a combination of limits
(Arizona, California, Colorado, and
New Mexico have the most restrictive
combinations).

. 12 states limit overall property tax

rates.

» 30 states limit specific local govern-
ments’ X rates (24 limit counties; 27
limit municipalities; and 23 limit
school districts).

o 27 states limit local tax levies (24

limit counties; 24 limit municipali-
ties; and 15 limit school districts).

* 6 states limit the growth in assess-
ments.

* 2 states limit general revenue growth
(one limits counties, municipalities,
and school districts, and one limits
only schools).

» 8 states limit expenditure growth (4
limit only schools, and 4 limit coun-
ties and municipalities).

22 states (at least) have some form of
full disclosure requirement (4 have no
other limitations).

* 4 states (Connecticut, Maine, New
Hampshire, and Vermont) do not have
limits.

There are various mechanisms to suspend
limits, ranging from simple local legislative
votes to authorization by state tax commissions
and state legislatures to popular referendums.

Limits also are applied to varying ¢y bases.

Most of the limits exempt long-term debt
service costs. The exemption may offer an
incentive to reclassify expenditures and shift
the revenue structure to include a higher
reliance on debt financing.

FOCUS OF THE REPORT

This report focuses on limits imposed on
counties, municipalities, and school districts.
Each type of jurisdiction is considered sepa-
rately because, with the general exception of
assessment limits and full disclosure provi-
sions, fiscal constraints are not applied uni-
formly. Limits on special districts and specific
functions were not considered. Limits on local
sales tax rates are not specifically included, but
they may be in overall revenue limits.

Previous examinations of TELs have
tended to neglect school districts.6 This
appears to be a significant omission, given that
school districts accounted for 37 percent of
total local expenditures in 1991.7 Limitations



on school districts, counties, and municipali-
ties are often enacted together.

Allowable Growth

The most significant structural feature of
revenue, expenditure, and assessment limita-
tions is the amount of allowable growth.
Growth may be restricted to a specific percent-
age increase. Nevada, for example, limits
county and municipal annual property tax rev-
enue increases to a flat 6 percent. The restric-
tiveness of percentage limits is determined by
general economic conditions. In periods of sig-
nificant price inflation, real revenue or expen-
diture growth may be seriously constrained.
Some limits tie allowable growth to changes in
inflation and/or population. In many cases,
growth is allowed to keep pace with inflation
to ensure sufficient resources to maintain pro-
vision of goods and services (e.g., Illinois).
Allowable growth associated with population
change is intended to accommodate additional
demands on government as a result of absolute
increases in population, but not those associat-
ed with real income increases or the effects of
changes in population characteristics.

With expenditure pressures generally
unabated and increasing, if growth provisions
are too stringent, governments may experience
increasing fiscal strain, regardless of the
absolute capacity of their potential resource
base. Yet if growth factors are relatively
relaxed, the limitation will have little effect.

Overriding Limits

Revenue and expenditure limitations
often are constructed so that only property
taxes are constrained, leaving other broad- and
narrow-based taxes as alternatives. In these
instances, local governments may tumto sup-
plemental revenue sources. In a fiscal environ-

ment that threatens to reduce government rev-
enue and spending, evading limits is a logical
strategy to sidestep (probable) reductions in
programs, service provision, salaries, etc.
Sometimes, such limitations are intended to
shift reliance to other types of revenues.

It also is common to include one or more
circumvention mechanisms, usually in the
form of voter overrides and exemptions. Voters
may authorize an “excessive” overall increase
or an increase for a specified purpose. Over-
rides typically require a simple majority,
although several states require a supermajority.

The most common limitation exemptions
include special levies (e.g., for roads, recre-
ation, mental health centers); debt service
(typically general obligation bonds); court
judgments; and pension liabilities. Less fre-
quent are exemptions for home rule or charter
local governments, appeals to a state board,
and excessive increases decided by the vote of
a jurisdiction’sgoverning body.

METHODOLOGY

The tables in this report present compara-
tive information on limitations in effect for
each state, including the original effective date
of the provision. Amendments that significant-
ly altered the limitation’s structure have been
noted when appropriate dates could be deter-
mined. This information is essential for an
accurate assessment of a limit’s impact, as the
effects are expected to grow over time.

A decade ago, Steven Gold called the
information available on tax and expenditure
limitations “piecemeal, scattered and of incon-
sistent quality.” That information remains
inconsistent and often contradictory. The data
for this study were gathered through extensive
legal research (see Appendix A for legal cita-
tions), follow-up surveys of state and local
officials, and telephone conversations.



Table 1
Tax and Expenditure Limitations on Local Governments
Original Dates of Enactment

Overall Specific  Property
Property  Property Tax Assessment  General General
Tax Rate Tax Rate Revenue  Increase Revenue Expenditure Full
Limit Limit Limit Limit Limit Limit Disclosure
Alabama
County 1972 1875
Municipality 1972 1875
School District 1972 1916
Alaska
County
Municipality 1972 1972
School District
Arizona
County 1980 1913 1980 1921
Municipality 1980 1913 1980 1921
School District 1980 1980 1974
Arkansas
County 1883 1981
Municipality 1883 1981
School District 1981
California
County 1978 1978 1979
Municipality 1978 1978 1979
School District 1978 1978 1972 1979
Colorado
County 1992 1913 1992 1992 1983
Municipality 1992 1913 1992 1992 1983
School District 1992 1992 1992 1973 1992
Connecticut - none
Delaware
County 1972 1976
Municipality
School District
Florida
County 1968 1995 1974
Municipality 1968 1995 1974
School District 1855 1995 1974




Overall Specific  Property
Property  Property Tax Assessment  General General
Tax Rate  TaxRate Revenue Increase Revenue  Expenditure Full
Limit Limit Limit Limit Limit Limit Disclosure
Georgia
County 1991
Municipality 1991
School District 1945 1991
Hawaii
County 1977
Municipality
School District
Idaho
County 1978 1913 1991
Municipality 1978 1967 1991
School District 1978 1963 1991
Illinois
County 1939 1991* 1981
Municipality 1961 1991 1981
School District 1961 1991 1981
Indiana
County 1973
Municipality 1973
School District 1973
lowa
County N/A 1978 1983
Municipality 1972 1978
School District 1989 1978 1971
Kansas
County 1970
Municipality 1970
School District 1973
Kentucky
County 1908 1979 1979
Municipality 1908 1979 1979
School District 1946 1979 1979
Louisiana
county 1974 1978
Municipality 1974 1978
School District 1974 1978




Overall Specific  Property

Property  Property Tax Assessment  General General
Tax Rate  Tax Rate Revenue  Increase Revenue Expenditure Full
Limit Limit Limit Limit Limit Limit Disclosure
Maine: none
Maryland
County 1957 1977
Municipality 1957 1977
School District 1957
Massachusetts
County
Municipality 1980 1980
School District
Michigan
County 1933 1978 1982
Municipality 1949 1978 1982
School District 1933 1978 1982
Minnesota
County 1988
Municipality 1988
School District 1971 1988
Muississippi
County 1980
Municipality 1980
School District 1983
Missouri
County 1875 1980
Municipality 1875 1980
School District 1875 1980
Montana
County 1931 1987 1974
Municipality N/A 1987 1974
School District 1971 1974
Nebraska
County 1903 1990 1990
Municipality 1957 1990 1990
School District 1921 1991
Nevada
County 1936 1983 1985
Municipality 1936 1929 1983 1985
School District 1936 1956 1985




Overall Specific ~ Property
Property  Property Tax Assessment  General General
TaxRate TaxRate Revenue Increase Revenue  Expenditure Full
Limit Limit Limit Limit Limit Limit Disclosure
New Hampshire - none
New Jersey
County 1980
Municipality 1976
School District 1976
New Mexico
County 1914 1973 1979 1979
Municipality 1914 1973 1979 1979
School District 1914 1973 1979 1979
New York
County 1894 1981%*
Municipality 1894 1986%*+*
School District 1894
North Carolina
County 1973
Municipality 1973
School District
North Dakota
County 1929 1981
Municipality 1929 1981
School District 1929
Ohio
County 1929 1976
Municipality 1929 1976
School District 1929 1976
Oklahoma
County 1933
Municipality 1933
School District 1933
Oregon
County 1991 1916
Municipality 1991 1916
School District 1991 1991 1916
Pennsylvania
County 1959 c.1940
Municipality 1959
School District 1959




Overall Specific ~ Property
Property  Property Tax Assessment  General General
Tax Rate TaxRate Revenue  Increase Revenue Expenditure Full
Limit Limit Limit Limit Limit Limit Disclosure
Rhode Island
County
Municipality 1985 1979
School District
South Carolina
County 1975
Municipality 1975
School District 1975
South Dakota
County 1915
Municipality 1915
School District 1915
Tennessee
County 1979
Municipality 1979
School District
Texas
County 1876 1982 1982
Municipality 1876 1982 1982
School District 1883 1982 1982
Utah
County 1898 1986
Municipality 1929 1986
School District 1929 1986
Vermont - none
Virginia
County 1976
Municipality 1976
School District
Washington
County 1944 1973 1971 1990
Municipality 1944 1973 1971 1990
School District 1944 1979 1990
West Virginia
County 1939 1939 1990
Municipality 1939 1939 1990
School District 1939 1939 1990




Overall Specific ~ Property
Property  Property Tax Assessment  General General
Tax Rate Tax Rate Revenue  Increase Revenue  Expenditure Full
Limit Limit Limit Limit Limit Limit Disclosure
Wisconsin
County 1994
Municipality
School District 1994
Wyoming
County 1890
Municipality 1890
School District 1911

Notes:

* Applies to non-home rule taxing units located in counties contiguous to Cook County.
** Nassau County only.
*** New York City only.
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PROPERTY TAX RATE LIMITS: OVERALL AND SPECIFIC

GENERAL

Rate limits are the predominant form of
state restrictions on local property taxes. Local
governments in 33 states are affected by over-
all and/or specific tax rate limits.

HisTorICAL TREND

The specific rate limits in use in nine
states were enacted from the 1870sthrough the
1890s. Rate limits (in combination with debt
limits) originated as a reaction against the local
governmentpractice of financing private enter-
prise, particularly railroad expansion, for pri-
vate benefit.? Public demand for accountability
in government spending also has acted as a cat-
alyst for rate limits since the 1800s.

Between 1914 and 1939, seven states
adopted overall rate limits, and ten states
adopted a specific rate limit for at least one
type of local government. In 1932, negative
reaction to increasing tax levies in Michigan
led to a voter-initiated amendment to the state
Constitution that created the state’s initial
limit.

The latest wave of limits started in the
1970s. Overall limits were enacted in Alabama
(1972), California and Idaho (1978), and Ari-
zona (1980). Two statutory provisions
strengthened existing constitutional amend-
ments (Nevada and Washington). Although
the popularity of rate limitations waned in the
1980s, there has been an increase in activity in
the 1990s:

A 1991 voter initiative enacted Ore-
gon’s overall property tax rate limit.
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A 1992 constitutional amendment in
Colorado limits a district’s tBX rate to
that of the prior year, unless a majori-
ty of the electorate approves an
increase.

Minnesota repealed the specific rate
limit on municipalities effective fiscal
year 1992-93.

Effective 1993-94, Wisconsin’s coun-
ties are limited to the FY 1992-93tax
rate.

STRUCTURE

Overall Rate Limits

A rate limit’s restrictiveness depends on
the maximum limit, definition of the taxable
base, voter overrides, exemptions, and whether
assessment increases also are limited.

Maximum authorized rates range from 0.5
percent (Class | property in Kentucky) to 3.64
percent (Nevada). A 10 percent aggregate
limit is imposed on all property classes in five
states, on Class III (residential) property in
Alabama, and on ClassII (residential) property
in West Virginia.

The effects of the rate limit vary greatly
by state because real property valuations are
based on measures as diverse as acquisition
cost, market value, cash value (adjusting for
depreciation), and true cash value. Assessment
ratios also vary from 30 percent to 100 per-
cent.!0 For example, a 1 percent rate is applied
to assessed value that is one-third of market
value in Ohio and full cash value in Arizona.



Oregon’s limit is applied to real market value,
with a 100percent assessmentratio. If property
values and rates were held equal between Ohio
and Oregon, Ohio’s fractional base would
make its limit three times more restrictive.

Most states exclude debt service, but a
few states include it in rate limits. One exam-
ple is Nevada, which also has the highest
absolute rate of 3.64 percent with an allowable
increase of up to 5 percent if directed by law.
West Virginia includes county and municipal
debt service but not that of school districts.

In California, exclusions for debt service
on bonds issued after July 1, 1978, require a
two-thirds majority vote of the public. In
Washington, the limit may be exceeded to pay
debt service on bonds if approved by a three-
fifths majority vote of the electorate.

Voter-approved additional levies are a
common override mechanism (Arizona, New
Mexico, Ohio, Oklahoma, Washington, and
West Virginia). Oklahoma voters may approve
an emergency 5 mill limit for school districts, a
10 mill local support levy, and others. Exclu-
sions that allow special purpose levies outside
of the limit also are common. Arizona excludes
special districts from the limit, and Washington
excludes debt service, voter-approved increas-
es, payments on contracts, port and public util-
ity districts, conservation futures, emergency
medical service levy, and others.

Specific Rate Limits

Specific rate limits have features similar
to overall rate limits. Voter-approved increases
and special purpose levies are common fea-
tures, and almost all specific limits exclude
debt service. There also are some exceptions:

12

Nevada’s 30 mill limitation on
municipalities includes debt service,
and there are no approved increases.

Texas excludes county debt service
for specified projects (e.g., dams and
roads). All municipal debt service is
included, with no special levies or
approved increases.

Kentucky counties and municipalities
must have a two-thirds majority pop-
ular vote to approve debt that exceeds
total revenue in a given year.

New York does not allow special pur-
pose levies for counties, municipali-
ties, or school districts, and includes
debt service on short-term debt for
non-capital purposes. New York is
unique in applying its rate limits
against the average full value of tax-
able real estate for the preceding five
years. This guards against an unusual-
ly large tax bill in the event of a dra-
matic increase in valuation.

Illinois and North Dakota determine a
local government’s maximum rate by
population. Pennsylvania and West
Virginia set maximum rates by class
of property, and Missouri and Utah
use total assessed valuation.

School districts in lowa, Montana,
and Nevada are subject to mandatory
rather than maximum rates. A school
district in lowa that wants State
School Foundation Program funds
must levy 5.4 mills for its general
fund.



OVERALL PROPERTY TAX RATE LIMITS - SUMMARY PROFILE

Twelve states have overall property tax rate limitations, 9 of them in the West or South. No northeastern
states apply these overall limits. These limitations are relatively old, with 8 (66%) enacted prior to 1978. Eleven
states limit rates across multiple classifications of property (sometimes at different rates); one applies only to resi-
dential property. Debt service is excluded from the limit in 9 states (75%), special purpose and excess levies are
allowed in 6 states (50%), and home rule jurisdictions are exempted in 2 states. Six states also have general over-
ride provisions through popular referenda (one state requires a supermajority).

Occurrence Classification Exclusions Override Provisions
Prior to 1978: 8 Multiple Classifications: 11 Debt Service: 9 Popular Referenda:
Simple Majority: 5
1978 or After: 4 Residential Only: 1 Special Purpose & Supermajority: 1
Excess Levies: 6
Legislative:
Home Rule Exemption: 2 Additional Levies: 1

Special Purpose Districts: 1 Temporary: 2

SPECIFIC PROPERTY TAX RATE LIMITS - SUMMARY PROFILE

Specific property tax rate limitations are imposed by 30 states, and 88% of them were adopted before 1978.
At least 9 states had some form of specific limitation before 1900, and 20 had them by 1950. In the Midwest, 83%
of states impose specific rate limitations, followed by 76% for the West, 56% for the South, and only 33% for the
Northeast. Over the last two decades, these limitations were applied most frequently to municipalities (29 states or
91%). Counties were limited in 26 states and school districts in 24, while 21 states (66%) applied limitations to all
three simultaneously. Exclusions and override provisions are common. Full or partial debt service exclusions exist
in at least 22 states (69%). Special levies in excess of the rate limits are permitted in 19 states (e.g., salaries and
pensions, fire services, capital outlays, and highways). Home rule communities are exempt in three states. In some
states, rate limits apply only to general services, operations, or particular funds. General overrides are permitted by
popular referenda in 21 states, with a supermajority required in at least three.

Occurrence Scope ‘ Exclusions Override Provisions
Prior to 1978: 28 Units Applied to: Debt Service: 22 Popular Referenda:
Counties: 24 Simple Majority: 18
1978 or after: 4 Municipalities: 28 Special Levies/ Supermajority: 3
School: 24 Classifications : 19
Legislative: 1
States Limiting All: 21 Home Rule: 3
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Table 2

Overall Property Tax Rate Limits

State

Effective Year

Rate

Description (as amended)

Alabama

1972

(@am1978)

1.0% to 2.0%

Initial constitutional amendment limited taxes payable to
1.5% of fair and reasonable market value.

1978 amendment separated limits by class of property:
Class I, limited to 2%; Class i, 1.5%; Class III (includes
residential housing), 1.0%; Class IV, 1.25%.

Arizona

1980

1.0%

Maximum taxes collected from residential property limited
to 1% of full cash value. Exclusionsinclude taxes levied (1)
to pay debt service, (2) for special purpose districts, and (3)
excess following an election.

California

1978

(am 1986)

1.0%

Maximum rate limited to 1% of full cash value, excluding
existing debt.

1986 amendment excluded bonds issued after July 1, 1978,
limit if approved by 2/3 vote of electorate.

Idaho

1978

1.0%

Maximum rate limited to 1% of market value for assess-
ment purposes. Exclusions include debt service and special
assessments.

Michigan

1933

1.5%

1.8%

5.0%

Aggregate limit for operating purposes applies to unchar-
tered counties, unchartered townships, and school districts.
Levy within 1.5% limitation distributed to taxing units
through an allocation board. Voters may increase limit to
1.8%, at which time tax allocation is fixed. Limit may be
increased up to 5% for a period not to exceed 20 years, with
a majority vote. Debt service excluded.

Nevada

1936

1979

3.64%

1936 constitutionalamendment limited total tax levy for all
public purposes including debt service to 5% of assessed
valuation.

1979 statute strengthened limit by reducing maximum ad
valorem levy to 3.64%. State Board of Examiners may
adjust the rate upward (to the maximum 5%) or downward
if directed by law.

New Mexico

1914

2.0%

Maximum rate of 2% applied to real and personal property.
Debt service and approved special levies excluded. Addi-
tional levy may be authorized by majority of voters.

Ohio

1929

(an1934)
1953

1.0%

1934 constitutional amendment reduced maximum limit
from 15%to 1%. Limit applies to each dollar of tax valua-
tion, approximately 1/3 of market value. Voter-authorized
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State Effective Year

Rate

Description (as amended)

Ohio (continued)

debt service and charter cities with higher limits excluded.
Additional levy may be authorized by majority of voters.

1953 statutory provision limited the rate to “10 mills on
each dollar of tax valuation.”

1.5%

Maximum rate limited to 1.5%, with minimum of 5 mills
for school districts.

Additional levies may be applied without voter approval:
counties may levy 4 mills for schools; school districts may
levy 15 mills with Board of Education authorization.

Additional levies may be applied with voter approval:
emergency 5 mills for school districts; a 10% mill local
support levy; and others. Debt service is excluded.

varies

Limit created through a voter initiative, Measure 5. Aggre-
gate rate on taxing districts is divided into two categories:
(1) to fund public schools and (2) to fund other government
operations.

Limits: FY 1991-92- 2.5% (1.5% for schools); FY 1992-93
- 2.25% (1.25% for schools); FY 1993-94 - 2% (1% for
schools); for FY 1994-95 - 1.75% (0.75% for schools); FY
1995-96 - 1.5% (0.5% for schools). Debt service excluded.

1.0%

1.0%

Original 4% rate limit applied to assessed value (50% of
true and fair value).

1972 amendment reduced limit to 1% of true and fair value.
Port and public utility districts are excluded. Limit may be
exceeded (1) on a 3/5 vote of the electorate; (2) to pay debt
service on g.o. bonds that received 3/5 majority vote; and
(3) to meet court-ordered contractual obligations.

Additional statutory limit provides that aggregate rate may
not exceed 0.95% as applied to assessed value. State levies
0.36% for school purposes; 0.59% apportioned among
remaining districts. Excluded from limit: excess levies
referred to above, port and public utility districts, conserva-
tion futures, emergency medical service levy, and others.

Oklahoma 1933

Oregon 1991

Washington 1944
(an1972)

1973

West Virginia 1939

0.5%to 2.0%

Separate limits for each class of property: Class 1, 0.5%;
Class 11 (includesresidential housing), 1%; Class 111, 1.5%;
Class 1V, 2%. Debt service for school districts excluded.
Limits may be increased by 50% for up to three years for
counties and municipalities, and by 100% for up to five
years for school districts.
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Table 3

Specific Property Tax Rate Limitations

State Effective Year Description/Millage Limit (as amended)

Alabama

Counties 1875 Limited to 5 mills for county general purposes; up to 2.5
mills for debt service; 2.5 mills for debt prior to 1875; !
mill for schools; additional 30 mills for schools if approved
by voters (effective 1916); constitutional amendments have
authorized additional taxes for special purposes.

Municipalities 1875 Limited to 5 mills, except for Mobile (7.5 mills); amend-
ments have authorized additional special purpose taxes.

School Districts 1916 If voters approve, may raise special district t&x for school
purposes.

Alaska

Municipalities 1972 Municipalities are the only type of local government; rate
limit may be considered either overall or specific.
Limited to 30 mills, excluding debt service. Second class
cities, by referendum, may levy up to 15 mills. No
approved increases.

Arkansas

Counties 1883 Limited to 5 mills for general purposes with additional 5
mills for debt incurred prior-to 1883. Amendments autho-
rized additional taxes for special purposes (e.g., effective
1983, an additional 3 mills for county roads).

Municipalities 1883 Limited to 5 mills for general purposes; additional mills for

School Districts (nogeneral limit)

debt service. Specific purpose levies authorized (e.g., 2
mills for pensions).

No specific limit for general purposes; tax rate requires
voter approval. Effective 1989, 2 mill limit for 