Legislative Update
The following legislative information was presented by Dr. Frank Bush, Executive Director of the Indiana School Boards Association in an email to superintendents on December 3, 2009.
Legislative Information

The Senate Tax and Fiscal Policy Committee met on Tuesday, December 1, at 9:00 a.m. in room 431, hearing:
SB 23 Unemployment contribution rates — Senators Hershman, Kenley, Kruse, and Charbonneau

Synopsis: Delays from January 1, 2010, to January 1, 2011, changes in the taxable wage base and employer contribution rates for the unemployment compensation system.
Effective: January 1, 2010 (retroactive).

The Chair called for testimony on SB 23.  He heard from the Chamber of Commerce, Manufacturer’s Assn., and others on the positive aspects of the bill considering the economic climate and the potential for even more funding for future, additional claims.  Because of the lack of a quorum, no vote was taken.

SJR 1 Circuit breakers and other property tax matters — Senator Kenley

Synopsis:  Requires, for property taxes first due and payable in 2012 and thereafter, the general assembly to limit a taxpayer's property tax liability as follows: (1) A taxpayer's property tax liability on homestead property may not exceed 1% of the gross assessed value of the homestead property. (2) A taxpayer's property tax liability on other residential property may not exceed 2% of the gross assessed value of the other residential property. (3) A taxpayer's property tax liability on agricultural land may not exceed 2% of the gross assessed value of the property that is the basis for the determination of the agricultural land. (4) A taxpayer's property tax liability on other real property may not exceed 3% of the gross assessed value of the other real property. (5) A taxpayer's property tax liability on personal property may not exceed 3% of the gross assessed value of the taxpayer's personal property that is the basis for the determination of property taxes within a particular taxing district. Specifies that property taxes imposed after being approved by the voters in a referendum shall not be considered for purposes of calculating the limits to property tax liability under these provisions. Provides that in the case of a county for which the general assembly determines in 2008 that limits to property tax liability are expected to reduce in 2010 the aggregate property tax revenue that would otherwise be collected by all units and school corporations in the county by at least 20%, the general assembly may provide that property taxes imposed in the county to pay debt service or make lease payments for bonds or leases issued or entered into before July 1, 2008, shall not be considered for purposes of calculating the limits to property tax.
Effective: This proposed amendment must be agreed to by a second general assembly and ratified by a majority of the state's voters voting on the question to be effective.

Senator Kenley introduced the bill stating that public schools will be protected during the next two years from shortfalls with the circuit breaker.  He also stated that after the two-year period, the state will have to assess the impact of property tax relief on schools and either adjust the support for education or review the efficiencies of the levy funds that receive a circuit breaker impact such as the CPF, Transportation, and School Bus Replacement.  

The LSA data that was shared reflects a $100M estimated levy replacement grant for 2009-2010 for all school corporations with a net credit of an estimated $90M, so the state will have to increase the credit to fully support the estimates posed at this time.  Further, during the same time span, the estimated impact on the budgets of the schools’ levy funds affected is a combined 2.6% statewide.  The data may be accessed at http://www.in.gov/legislative/ and refer to circuit breaker report December 2009 on the right-hand column of the Web page.

Several groups testified on the impact of the circuit breaker such as IPS, Assn. of Cities, and Assn. of Counties, who explained the negative impact of the loss of property taxes to these local units of government.  In reference to testimony, the Associations do not have legislative resolutions on the constitutional amendment.  But the Associations did support the enactment of the mechanism to provide relief for any losses to school corporations.  So the issue in SJR 1 is to permit the voters to decide on whether to place the property tax standards in the Indiana constitution.  This will be a debatable issue statewide with political posturing on the viability of the concept as a needed state tax policy position.   

Because of the unknowns with the economy and thus future state fiscal condition, a permanency as such in the state constitution may be the major point of contention.  However, since schools have been recognized in need of support for loss of revenue, it will be questioned as to what standing the Associations have on behalf of their memberships in either support or opposition of the tax policy initiative, if we do offer testimony.  This is a challenging problem given the fact that the General Assembly has approved statute to protect the public schools in the near future.   

The Chair ceased testimony, did not call for a vote, but called for a recess of the meeting at approximately 12:00 noon until December 8 at 1:00 pm.
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