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What to do when the money runs out

In the face of the property tax rate caps under 
the 2008 HB 1001 tax reform, how can you be 
sure your Township will have enough cash to 
get through the year? 
This session will explain the impact of the 
legislation on Township government and also 
show you how to identify potential shortfalls, 
find alternate revenue streams and savings 
opportunities, and continue to provide your 
Township with the services it needs.
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The Circuit Breaker

 Each unit of government in the county (schools, 
cities, townships, etc.) adopts a budget and 
calculates a tax rate based upon their projected 
spending.

 Counties will then determine the Circuit Breaker 
cap for each property using property values 
annually adjusted by local assessing officials to 
reflect current market conditions.
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The Circuit Breaker
Property Class 2009 2010 and 

after

Homestead 1.5% cap 1.0% cap

Other residential & rental property 2.5% cap 2.0% cap

Agricultural land 2.5% cap 2.0% cap

Long term care property 3.5% cap 3.0% cap

Nonresidential real property 3.5% cap 3.0% cap

Personal property 3.5% cap 3.0% cap
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Source: Department of Local Government Finance, Circuit Breaker Fact Sheet, April 2008.



The Circuit Breaker

 If the total tax liability for the property exceeds 
the Circuit Breaker cap for that property type, the 
county auditor will provide a tax credit for the 
amount that exceeds the cap. 

 For example, in 2010, if a homestead property 
with a gross assessed value $100,000 has a 
total tax bill of $1,500; the county auditor would 
give the property owner a $500 credit to reduce 
the tax bill to $1,000. In this example, the credit 
reduces the tax liability for the property to the 
one percent (1%) cap of $1,000. 5



Hypothetical Homestead Property Tax Bill
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Pay Year 2009 2010

Gross value of homestead $100,000 $100,000
Value not subject to homestead credit 0 0
Total value of parcel 100,000 100,000
Standard (homestead) deduction (45,000) (45,000)

55,000 55,000
35% homestead supplemental deduction (19,250) (19,250)
Mortgage deduction (3,000) (3,000)
Net assessed value 32,750 32,750

Rate per $100 4.5790 4.5790

Gross tax 1,500 1,500

Circuit breaker credit 0 (500)

Net Tax $1,500 $1,000



Impact of Circuit Breaker Credit

 The $500 credit to the hypothetical 
homestead reduces the taxpayer liability.

 Your Township’s budget and rate and levy 
will remain the same.

 However, the County will allocate the 
credit among all units in proportion of that 
unit’s levy to the total levy of all units in 
that taxpayer’s taxing district.
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Impact of Circuit Breaker Credit

 While your Township’s budget and rate 
and levy will remain the same, the amount 
of property taxes you receive from the 
County will be reduced, leaving a portion 
of your budget unfunded.

 The credit would be allocated among your 
funds in proportion to the levy for each 
fund.
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The Circuit Breaker: 
Allocation among funds

Approved Percentage of Circuit Breaker
Levy Total Levy Credit

Township Fund 17,250.00 3.10% 93.13
Township Assistance Fund 5,850.00 1.05% 31.58
Fire Fighting Fund 527,560.00 94.94% 2,848.29
Fire Building Debt Fund 5,000.00 0.90% 26.99

555,660.00 100.00% 3,000.00
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The Circuit Breaker Impact: 
Debt Service Fund

Fire Building Debt Fund

Approved levy 5,000.00
Miscellaneous revenue 100.00
Circuit breaker credit (26.99)
  Total revenues 5,073.01

Appropriations 5,100.00

Shortfall 26.99

Solution: Appropriate and transfer $26.99 from another fund.
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The Circuit Breaker Impact: 
Fire Operating Fund

Reductions of spending
Fire Fund

Circuit breaker credit 2,848.29
Debt service transfer 26.99
  Total reductions 2,875.28



WARNING!!

 Do NOT cut your budget and levy in 
anticipation of the circuit breaker credits.

 Your township would still receive less 
property tax revenue in proportion to its 
(lower) share of the credit.
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Coping with the Circuit Breaker
 Step 1: estimate the impact on your unit. The Legislative 

Services Agency made estimates for each local unit, 
including yours. These were used by Representatives 
and Senators when they voted on the bill (House Bill 
1001) which passed and was signed by the Governor. 
http://www.in.gov/legislative/pdf/CircuitBreaker_CurrentLaw_20090323.pdf



Coping with the Circuit Breaker
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Coping with the Circuit Breaker
 Step 2: plan out your unit’s revenues and expenditures at 

least for the next three years. Take into account not only 
property tax revenue, but also other forms of revenue, 
such as income tax and user fees.
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Coping with the Circuit Breaker
 Step 3: contact other units of government that overlap 

your own, especially the school districts. They may have 
plans that would cause additional lost revenue due to the 
circuit breaker.
For example, if a school district undertakes a construction project, it will probably 
result in an increase in property tax levies and result in more circuit breaker credits 
being owed to taxpayers. All units, including yours, share in the cost of the credits to
taxpayers, even if your unit has nothing to do with the project. For example, if your 
school district undertakes a construction project within the Circuit Breaker cap, your 
unit of local government will be required to finance part of the credits to taxpayers.
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Coping with the Circuit Breaker

 Step 4: consider alternative revenue sources. Recent 
legislation seems to encourage the enactment or 
increase of local option income taxes 
(LOIT). Consequently, it is expected that the units most 
affected by the Circuit Breaker are likely to turn to these 
alternatives. 
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Coping with the Circuit Breaker
 Step 5: begin to consider what expenditures can be 

reduced or avoided in the future. A fiscal plan will help 
you identify and track these savings. 
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Coping with the Circuit Breaker
 Appeals: There is no assurance an appeal will be 

granted but each unit affected by the Circuit Breaker 
should consider an appeal. The deadline for budget year 
2010 is December 8, 2009. The effect of an appeal 
could be for the revenue loss to be reduced or deferred.
http://www.in.gov/dlgf/files/PoliciesProceduresForPetitioningDUAB_Memo.pdf

Note: A “distressed political subdivision” is defined as a political subdivision (e.g., 
county, city, town, township, library district, fire protection district, school corporation, 
special taxing district) that expects to have its property tax collections reduced by at 
least five percent (5%) in a calendar year as a result of the Circuit Breaker credit. IC 
6-1.1-20.3-2.



Thank you for joining us!

C.L. Coonrod & Company
www.coonrodcpa.com

5664 Caito Drive, Suite 120 · Indianapolis, IN 46226 
(317) 562-4920


