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Taxation and Revenue Department (TRD)

Department of Finance and Adminidration (DFA)

SUMMARY

Synopsis of Bill

Endorsed by the Revenue Stabilization and Tax Policy Committee. This bill would require separate property
tax rates for operating and debt service and requires the gppropriate use of funds according to the type of
tax rate. Effectively, this bill would not permit local governments to switch agenera operating levy to pay
debt service on generd obligation bonds. The bill would require the established debt levy to be sufficient to
meet debt service requirements to prohibit local governments from over taxing property owners. Also
prohibits local governments from establishing an atificidly high operating levy with the intent of using the
operating revenue to pay debt service. Effective date would be 90 days following close of the sesson and
would first gpply to tax leviesissued in November 2000.

Significant |ssues

By switching components of levies from one category to another, loca governments can avoid yield control
limits. According to DFA, Berndillo County isthe only local government that sets a zero debt service levy
and increases the operating levy by the same amount, then wipes out the debt service cash baance to pay
debt service paymentsin order to increase revenue in the generd fund.

FISCAL IMPLICATIONS

According to the Taxation and Revenue Department, no direct fiscal impact on state government. Potential
effects on local governments are discussed in attached their fiscal impact report. According to DFA, over a
four year period, Berndillo County taxpayers paid approximately $14,000.0 morein property taxes dueto
this type of swap arrangement.
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ADMINISTRATIVE IMPLICATIONS

None for the Taxation and Revenue Department.
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