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Section 35 of HEA 1072-2012 
Overview

• Section 35 of HEA 1072-2012 does not
– Change how circuit breaker credits and tax bills 

are calculated

– Change the treatment of circuit breaker exempt 
funds

– Affect the distribution of property taxes  
where there are no circuit breaker credits

– Increase in total a taxing unit’s circuit breaker 
revenue loss
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Section 35 of HEA 1072-2012 
Overview - Continued

• Section 35 of HEA 1072-2012 does
– Introduce two new terms “protected taxes” and 

“unprotected taxes”

– Increase the number of funds that are not to 
receive reduced property tax distributions due to 
circuit breaker credit revenue losses

– Require that the circuit breaker credit revenue 
losses created by the taxing unit funds that are
protected from circuit breaker credit revenue 
losses be distributed proportionally between the 
funds of the taxing unit that are not protected 
from circuit breaker revenue losses
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Circuit Breaker Credit 
Administration

• Not all property taxes are treated the 
same in the administration of circuit 
breaker credits

• The treatment differs by the type and 
category of the property tax 

• Currently in 2011 pay 2012 there are 
circuit breaker exempt taxes and circuit 
breaker nonexempt taxes
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IC 6-1.1-20.6-9.8 Amended

• Section 35 of HEA 1072-2012 
removes the terms exempt taxes and 
nonexempt taxes and added the terms 
protected taxes and unprotected 
taxes

• The terms protected taxes and 
unprotected taxes become part of 
circuit breaker credit administration 
in 2012 pay 2013
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Debt Service Obligations
• Section 35 of HEA 1072-2012 
defines debt service obligations as
– Principal and interest payable during the 
a calendar year on bonds; and

– Lease rental payments payable during a 
calendar year on leases;

– Of a political subdivision payable from ad 
valorem property taxes
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Protected Taxes
• There are two types of protected taxes

– One type of protected taxes are property taxes 
that are exempt from the application 
(calculation) of the circuit breaker credit. 
These property taxes are the same as the 
current circuit breaker credit exempt taxes.

– The other type of protected taxes are the 
property taxes imposed to pay debt service 
obligations that are not exempt from the 
application (calculation) of the circuit breaker 
credit.  Property taxes in this category are 
subject to (included in the calculation) of the 
circuit breaker credit regardless of their 
designation as protected taxes
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Unprotected Taxes
• Unprotected taxes are property taxes 
that are not protected taxes
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Calculation of Circuit Breaker 
Credits

• The types of property tax funds 
currently exempt from the calculation 
of circuit breaker credits continue to 
be exempt

• Section 35 of HEA 1072-2012 does 
not change the types of funds exempt 
from the calculation of the circuit 
breaker credit
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Distribution of Property Taxes
• Section 35 of HEA 1072-2012 does affect how 

property tax collections are allocated (distributed) 
between protected taxes and unprotected taxes when 
there are circuit breaker credit revenue losses

• Property tax collections shall be allocated to funds of 
protected taxes as if there were no circuit breaker 
revenue loss

• The taxing unit circuit breaker credit revenue loss must 
only reduce the property tax collections allocated to 
the funds of the unprotected taxes of the taxing unit

• The taxing unit circuit breaker revenue loss must be 
distributed proportionally between the unprotected 
funds of the taxing unit
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Adjusted Rate Calculation
• The current method and worksheet of calculating a Circuit 

Breaker Adjusted Rate for circuit breaker exempt funds for 
distribution calculations will continue

• Beginning next year with 2012 pay 2013 there will be an 
additional adjusted rate calculation for the protected funds 
that are not exempt from the application of circuit breaker 
credit (debt service and lease rental funds)

• Just like the current circuit breaker adjusted rate 
calculation for the circuit breaker credit exempt funds there 
will be a separate calculation for each taxing district for the 
debt service and lease rental funds
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Adjusted Rate Calculation
• Just like the current circuit breaker exempt funds adjusted 

rate calculation the abstract data will be used to calculate 
the debt service and lease rental adjusted rates

• One main difference between the circuit breaker exempt 
funds adjusted rate calculation and the debt service and 
lease rental adjusted rate calculations is that only the taxing 
unit’s abstract data within the taxing district will be used in 
the calculation of debt service and lease rental adjusted rate 
the and not the total taxing district data as it is with the 
circuit breaker exempt funds adjusted rate calculation

• After the abstract is approved and before 2012 pay 2013 
property tax distributions are calculated the adjusted 
property tax rates for property tax distribution will be sent 
to the county auditor and treasurer
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