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What other states have done and are doing in regards to urban-renewal and TIF
districts

2011

Hlinois: “State Senator Heather Steans has introduced TIF-Reform
legislation in Springfield” from an article in the Chicago Sun Times March 14
2011: Emmanuel (Rahm) and new alderman to tackle city TIF subsidies
Mayor-elect Rahm Emmanuel “tax-gobbling menace”

Idaho: Urban renewal bills have momentum March 8 2011 Coeur d’Alene
(CDAPRESS.com)

* House Bill 95 - establishes agencies by county elections, limits bonds to 20 years
and exempts farmland from being incorporated into new urban renewal areas;

* HB96 - allows taxing districts to "opt out" of a URD;

* HB97 - limits districts to specific projects; and

* HB110 - adds a public hearing requirement before an agency is created.

California: Wall Street Journal March 12 2011 The Mayors may have the
rhetoric down, but a new report from state controller John Chiang explains why the
governor is intent on closing these agencies. The report portrays them as a source
of waste and governmental abuse-not a generator of jobs and economic growth

New Mexico: SB-243 by Stephen Fischmann; An Act Relating to Tax
Increment Districts

2010

Colorado: New law bars ag land from urban-renewal district’s Denver
Business Journal, April 14 2010; “Urban-Renewal districts no longer can include
agriculture land within their boundaries under a bill signed (HB 1107) by Gov. Bill
Ritter

2009

Oregon: Tualatin drops urban renewal extension amid community, fire
district opposition The Oregonian April 06 2010, “urban-renewal to face stricter
guidelines established by lawmakers in 2009”

Ohio: Ohio Department of Taxation: This paper provides a general
explanation of the impact of recent reforms to TIF incentive districts and certain
other economic development tax exemptions on schools




2005

Indiana: Property Tax Rates and Tax Increment Financing: Michael J.
Hicks, Ph.D. Bureau of Business Research Miller College of Business Ball State
University

Summary: Existing research on tax incentives does not provide a strong call
for their use.

2002 Iowa: Do Tax Increment Finance District in Iowa Spur Regional
Economic and Demographic Growth? Department of Economics Iowa State
University
“The ease with which TIF district designation can be done...has become a
de facto entitlement for new industry”
“lowa’s counties are specifically burdened”
“Iowa schools are held partially harmless, as state aid kicks in to offset the
erosion in tax base”
“existing taxpayers, its households, wage earners, and retirees are
aggressively subsidizing business growth”
“We found virtually no statistically meaningful economics, fiscal, and social
correlates with this practice in our assessment; consequently, the evidence
that we analyzed suggests that net positions are not being enhanced, that the
overall expected benefits do not exceed the public cost”
“This analysis suggests that the enabling legislation for tax based incentives
deserves revisiting. Thought the TIF programs are highly popular among
city government officials and why wouldn’t it be given the growth in
property tax yield over the years, there is virtually no evidence of broad
economic or social benefits in light of the costs”.




HB 560

Amend 7-15-4214

7-15-4214. Hearing on urban renewal plan required. (1) All affected taxing entities The-loeal

governing-bedy shall hold a public hearing and approve en-an the urban renewal plan presented
by the local governing body requesting the urban renewal plan if a Tax Increment Financing
provision is being applied for after public notice thereof.

Section 8. Right of participation. The public has the right to expect governmental agencies to
afford such reasonable opportumty for c1tlzen part1c1pat10n in the operation of the agencies prior
to the final decision - ' e e




Senate Local Government
Testimony on HB 562
April 6 2011

Volume II Page 722: The subject of “equal education opportunity” has
become a particularly important doctrine.

Volume II Page 724 “the committee feels that a strong directive is
necessary” “the particular type of financing system is a matter properly left to
legislative determination, but the fundamental principles upon which such a system
is based are matters of a Constitutional nature; (1) that taxation for such a system
be equitably apportioned; (2) that the school funds be distributed in an equal
manner; and (3) that the funds supplied be sufficient to insure full funding. The
first two of these principles follow from the meaning of “equal education
opportunity” equality of tax burden for the support of education and equality of
distribution of education funds.

Effect on County or Other Local Revenues or Expenditures:
1. If as a result of SB 358 as amended, cities and counties create more targeted
economic development districts than they would have created under existing
TIF laws, there will be reduced local govemment and local school dlstrlct
mill revenue. = i@ oceocooTeene cnoe e To g v dlivest
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20-9-331. Basic county tax for elementary equalization and other
revenue for county equalization of elementary BASE funding program. (1)
Subject to , the county commissioners of each county shall levy an
annual bas1c county tax of 33 mills on the dollar of the taxable value of all taxable
property within the county for the purposes of elementary equalization and state
BASE funding program support. The revenue collected from this levy must be
apportioned to the support of the elementary BASE funding programs of the school
districts

; . Procedure for calculating levy. (b) Newly taxable property
does not 1nclude an increase in value that arises because of an increase in the
incremental value within a tax increment financing district.




A school district with a TIF does not use the taxable value in the TIF so that
school looks poor to the state and a school district that does not have TIF has to use
all of their taxable value and for that, the TIF district skewed the calculations? The
state share that is equitable share is Transportation, retirement, facility’s and Base
Aid “Base funding program” means the state program for the equitable distribution
of the state’s share of the cost of Montana’s basic system of public education”

Currently there are schools with at least 10 percent of their taxable value are
in TIF districts and it may as high as 13 percent and for that the equitable
distribution of the state share is disrupted.

Comments on SB 403 “Sen. Ryan Zinke, R-Whitefish, “In the Legislature, it
is our job to equalize it. It is our job to make it a fair system, so it shouldn't make a
difference which side of the fence a kid grows up on."

In the Finance and claims committee on Saturday the March 19" 2011 on SB
403 Dan Villa from the Governor’s office said “poor on paper the state
contribution increases”

So when a school district with a TIF district does not have to use all of their

taxable value they look poor on paper. This appears to be clearly a case of
discrimination.

Long-Term Impacts:
1. If as a result of SB 358, as amended, cities and counties create more TED
districts than they would have created under existing TIF laws, there will be

a reduction in mill revenue for all Jurlsdlctlons Wlth these dlStI'lCtS (except

the unlver51ty 6 m111 1ev1es i ot Baldd pHon an
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Article X Section 3. The public school fund shall forever remain inviolate,
guaranteed by the state against loss or diversion. Volume II Page 725 “in securing
assured sources of support for the education system, the committee agreed that
Constitutional protection should be supplied to the public school fund”.




This is not an opportunity to address this constitutional issue, this is an
obligation to correct this constructional issue, Article III Section 3. “I will support,
protect, and defend the constitution of Montana”. The state law that provides this
equalization aid is, MCA 20-9-309. Basic system of free quality public
elementary and secondary schools defined -- identifying educationally
relevant factors -- establlshment of fundlng formula and budgetary structure -

leglslatlve review | o o o e e Mo

Spstevetice, the alsintere B res aioe o 10 prov1de abas1c system offree quality
pubhc elementary and secondary schools throughout the state of Montana that will
guarantee equality of educational opportunity to all.

If you believe that the oil and gas should be equitable shared then why not
the 95 mills on the appreciated taxable value in a TIF when the Business are
Cabela’s, Wal-Mart, Sam’s club, Fed Ex, McDonalds, Holiday Inn Yellowstone
county equipment “John Deere farm equipment, and the list goes on and on this is
truly a state resource that should be shared by the state.

The 6 mills for the university system are not captured but the Vo Tech and
Community Colleges mills are, in direct violation of the constitution. In 2010
"$164,178.00 were captured in TIF’s. “equal protection under the law”

Sectlon 10 State umversnty funds The funds of the Montana umversrty
system RS 73 SRR L ES BANEs C, ¥
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Phey v el The various funds shall be respectwely mvested under such
regulauons as may be pr0v1ded by law, and shall be guaranteed by the state against
loss or diversion. The interest from such invested funds, together with the rent
from leased lands or properties, shall be devoted to the maintenance and

perpetuation of the respective institutions.

Kevin Nelson
P.O. Box 23107
Billings, MT 59104
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COMMBRIS CE ERJOF1IY ERGPCSAL

Educaticn cccupies a place of cardinal ispcrtance in the
public realm. The educatioral system is charged with the task cf
shaping and cultivating the gind of each succeeding generation
and with d2velorping the capacities for cultural and technical
advancement cf scciety. State and local goverrmaais devote a-far
larger share of their financial resoUICEs te the suppcert cf edu~
caticn than tc any cther sisglepublic activity. o

Because of this cverriding impcrrance cf educaticn, the ccm-
mittee recognizes the awescge task cf trecviding the apprcrriate
Constitutichal provisicns Decessary tc protect and nurture tbe
public educational system. Each asgect of existing and groposed
Constitutional . lamguage was thcrcughly and deeply reflected ugcn
by the committee in light cf fresent and future reeds. Fupda-—-
mental to the committee's consideraticns were the twin gcals of
prctecting the integrity of a guality educaticral system and
allowing for flexibility tc meet changes  as yet unkncen but shich
will cartainly occur in future developments in the field cf
learning. '

In light of these aims, the ccomittee has preserved those
prcvisions in the existing Ccnstitution which have prcver werth
and which pos2 no hinderance tc¢ pctential developments. Cn the
other hand, the committee has gmade revisicrs in these places
where it saw a definite reed for cctcituticnal imprcvepent. Some
of these changes have to dc with Fasic aims cf the educaticnal
system; others are ccncfrned with structural cx administrative
adaptaticns to changing conditions in educaticr. The mest sig-
nificant revisicns are a clear statement cf ‘educaticnal gcals of
tha state, a mandate fcr the suppcrt of education allowing
increased financial flexikility, deleticn cf artiguatsd age and
school term restricticnr, and a revised adsinistrative ‘structure
for both the public schcol system and for higher education.

The committee views these propcsed changes as vital t¢c tke
quality and efficiency c¢f educaticn in Mcntara., The proposed
article provides appropriate guarantees tc the viability cf the
public school system, while leavirg the way open to future
transforrpaticns in the educationmalgrrccess.

Section 1. ECUCATICNAL GCALS AKLC DOTIES CF 1BE
STATE, It shall be the gcal cf the pscple cf Montana
tc provide for the establishment cf a system cf educa-
tion which will develcp the full educaticnal potential
of each person. Eqaality of educaticnal crpoxrtunity
shall be guaranteed to each perscr cf the state.

The legislature shall prcvide for a system of high
quality free public elementary and secondary schcéds.
The legislature may alsc prcvide fcr cther educational
institutions, public libraries and educaticmal frcgraes
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as are deemed desirable. It shall he the duty cf- the
legislature tc provide by taxaticn cr other means and
tc distribute in an equitable mannex funds sufficient
to insure full funding cf the public elemeptary and

secendary schecl systes.

CCMMENIS

The proposed sectick by the committee sculd replace
sections 1, 6 and 7 of the existing Ccnstitution. The com-
mittee desires tc broaden the goals set fecrth fcr an educa-
tional systek beycnd thcse which might have been apprepriate
fer public schools at the tipe cf writing the existing CCr-
stitution. fThe horizons of educaticn are ccmstantly expand~
ing. There has been a grcuing rfcogniticn cf educaticcal
rights which extend beycod arbitrary age and school term
lipitations. Society has accepted the duty &c suppcrt a
quality educational system, and courts have ‘stressed that it
must be made available cn approximately equal terms. Thus,
the committee Ppropcses a Inew secticn which takes inte
account the widened perspectives egbcdied in these develop—
pents.

The first sentence, "It shall ke the goal cf the Feofrle
of Mcntana to provide fcr the establishzent cf a system of
oducaticn which will develop the full educaticnal pctential
of each person," is apprcpriate as a statement cf purpase
for educaticn in the state. Learning is gradually beirg
recognized as a process which extends frow the early _months
£ill the late years of life. A lcng range gcalcf the state
should be to foster and support this learning process fcr
all citizens to the maximum level possible in any given era.
The committee realizes that ecoromic amd human resources msay
be insufficient at presept to promcto learning "to the full
educaticnal potential cf each persca,® but it feels strongly
that the goal should be set forth as an ideal tc serve as a
guide for educational develcpmect ip the state. All members
cf scciety should be ultimately eligible fcr the benefits cf
enlightenmeot and skills acquired through the educational
Prccess.

The subject of %“equal educaticnal cppcrtunity” has
become a particularly important doctrine in . mcderm educa-
ticn. 'Recent federal, district and state court decisions
have interpreted the Fourteenth agendmept tc the federal
Constitution as applying tc educational financing. Under
this doctrine, the state must show a compelling interest tc
maintain a classification system by wealth which interferes
with the individual's fundamental xright tc an educaticn., By
this standard the courts have ruled that the schcol district
financing systems in four states vioclate equal protecticn.

Nontana's school financing systenm is sinilar tc those
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declarsd ynconstitutional in the states where challenges
have been made. fThe same vast discrepancies in tax burdens
and educatiocrpal support exist in Boptana as exist elseuhers.
A recent study by the Office cf the Superintendent cf Fublic
Instruction (A_Study of Basic_ _Educational _Prcgram _Eunging
Hlethcdcleqy _ip_ _Montana, January 1¢72) shcus that Mcntana
schocl district wealth per AKR varies by as puchas a ratio
of 10,000 tc 1. Thz ancrmcus differencss in tax Lages mean
that many rich districts car prcvide guch LEetter educaticn
facilities with lewer tax rates. Scme pocr districts must

tax their residerts three or four tines as much as rich dis- .

tricts tc prcvide less than half as much #@cpey per student.
Clearly, the existing schcol fcundaticn pregras in Hccotana
does not attain its aim cf equalizing educat icnal kurdens
and benefits. 1Indeed, the study shows that in the state as
a whole, foundaticn prcgram exgpenditures actually subsidize
wealthier districts more than pocrer districts, aggravatirg
facto:;s which already tend to make educaticn a function of
wealtl,

lhis ccnforms to a naticnal pattern in which states
spend cn tae average twice as much to sducate the children
of the rich as tc educate the children cf the pecr. Other
forme of barriers tc aqual sducaticpal cpportunity, such as
cultural of linguistic factors ir mipcrity grcups, may also
hinder ths develcpment 0f children on an aqual basis.
Clearly the educational system must ke directed to the elig~
inaticn of Eklatant injustices which nay predetemine a life-
long disadvantage. The principle of egual educational
opportunity, as a corcllary to the right to equal prctectican
of tha laws, stands as a fundamental maxim fcr the gublic
educational system. - -

It has been suggested that Ccnstituticnal statement cf
equal educational oppcrtunity might te a mandate fcr the
attainment of an impossible ideal, and that such a statement
of princigple could open the door tc a welter cf demands fcr
making public educaticn aksclutely equal fcr every perscn in
society cn every. level, This intexgpretatics, kcwever, swculd
represent an extreme and absurd misccrstruction of the mean-
ing cf ths principle. The principle cf figgual edncaticpal
opportunity® is nc pcre an atstract absolute than is the
right to Yequal protection cf the laws" c¢r any cther Ccansti~
tuticnally guaranteed right cr freedcm, Nc right is abso-
lute : each must be considered in conpectice with cther
rights and freedcms and in terms of the sccial context tc
which it is applied. '

In keeping with the rational articulated in Serzang__Ys
Prigst and other court decisicnms in this area, the ccmeittee
agrees with the exemplary words cf a landmark U.S. Surreme
Court decisicns ' o

In these days, it is dcubtful that any child wmay
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reasonakly ke expected tc cuccesd in life if he is
denied the opportunity cf an educaticn. Such an . oppor-
tunity, where the state has undertaken t¢C prcvide it,
is a right which must be made availakle tc all On ggqual
torgs. [Browp_v._ _Aoard _of Educaticy. 347 U.S. 493
(1554) ] .

Likewise, the Califcrnia Suprege Ccurt held:

[I]ts unigucness aBCRY public activities clearly denr-
cnstrates that educaticm must raespend to the compand cf
ths equal protectiob. [ SELIase Y. EEizsl 96 Cal 601]

Both Erown and Serrang attacked the suhstantial disparities in
the aducational systems under review and ccncluded that neither
race nor wealth could be used tc ispair the equal right cf chil-
dren to an educaticn. Beitber cf these cases mandated some sort
of precise equality of sducaticn fcr the entire iifespan ¢f the
human being. Ihe furdamental princigle established, however, is
that 2very child should have apprcximpately the same cppcrtunity
to receive an adequate basic education. %®hat this means in prac-

tice will he legislatively defined in terms cf prevailing social
conditicns.

The sentence ®the legislature cstall previde fcr a system cf
high guality free' public elementary and seccndary schools,® is a
mandate to the legislature tc insure the existence of a quality
basic educational system. The word wquality® is an instruction
to the legislature to provide noct simply » winimup educational
system, but one which meets ccntempcrary needs and froduced capa-
ble, well-informed citizens. The word "free® is understced by
the compittes to mean that these aspects of an elementary O
secondary aducation shall be free from ccst which are essential

to those courses required by the gchecl fer graduaticn.

The committee also believes that ctherl educational insti-
tuticns and pregrams and litraries are ipgpcrtant rarts of educa-
fional activity in the state. . he particular Sorts of insti-
tutions and programs, however, must be left for the legislature

to determine, since changing ccnditicas may require a variety of
endaavcrs.

The final sentencein section 1 prevides a vital mandate tc
the legislature for the suppert cf the public school system.
The ccanittee feels that a - strong directive is necessary to
insure the support cf the ‘public elementary and secondary school
system. The particular type cf financing system is a matter
properly left to legislative determinaticn, bst the fundamental
princigles ugon which such a system is based are matters cf a
Constitutional nature. The copnittee specifies three .tenets of a
schocl financing system: (1) that taxaticn for such a system be
equitably apportioned; (2) that the schccl funds be distributed

in an equal manner; and (3) that the funds supplied be sufficient
to insure full funding of the system.
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ohe first tWo of these principles f£cllew frce the .geaning of
negual educaticnal oppertunity.” Tyec aspects cf equnal c;{cr-
tunity have been epphasized in the judicial decisicas: equality
of tax burdsn for +the sugport of fducaticn and equality cf
distribution of sducaticrnal funds. & wide variety cf particular
schoel financing plans, frcs a whclly state-financed prcgrag tc a
plan for substantial redistrictirg, have bean suggested to meet
thess critzria. 1The selection of _which plan best suits- the
situaticr in Fontana is a matter fcr the legislature tc decide.
the Ccnstituticnal language sclely established ROIRS for the
evaluaticn cf such glans,

The third grincigle set forth Ly the ccepittee, that cf full
funding, is a mandate tc _insure that the [uklic school system
will =xist On a plane of agual gquality rather than cf equal pcv-
erty. The maxim cf ®"full furding" is interded by the ccmmittee
é:o .require the sstablishment cf the schccl system cn a realistic
asis. . :

once ths needs for a tasic quality systens cf elagentary and
seccndary schools have been realistically assessed, the. state has
the cbligaticn tc guarantee that this minimum tasic program be
fully unded. This regqguirm=nt would substitute raticpality and
equity for the cenfusicn and injustice which have cften rlagued
schcel finance systees in the Fast.

Section 2. PUBIIC SCHCCL FBKL. The puktlic scheel
fund of the state shall ccepsist cf the grcceeds cf such
1ands as have heretcfore been granted, cr may hereafter
be granted, to ths state by the general government
kncwn as school lands; and ttcse grarted in Heum cf
such; lands acquired by gift (I grant fren aRy [Fersco
or corporation under any law c¢r grant cf the gemeral
government; and of all other grarts cf lard or money
made +to the state Ercm the general gcverpsert fcr gen-
eral cducaticnal purpcses, or whers no cther special
purpose is indicated 1in such grant; all estates, cr
distributive shares of estates that may escheaat to the
state; all unclaimed shares and dividends cf any corgc-~
ration incorporated under the laws of the state, and
all other grants, gifts, devises c¢r bequests made to
ths state fcr general educaticpal FUrpcses.

COMBEKIS

In securing assured sources cf support for the educational
system, +the ccmmittee agreed that Ccnstituticnal pretectics
should be supplied to the public scheel furd. section 2 in the
existing Constitution has provided this protection ty , itemizing
the componants cf the fund and uneguivccafly specifyirg that
these contributing funds shall be used fcr education. The name
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wpubiic schcol fur:" which apfears in this sectics is adcpted as
the pame tc te used consistently hereafter in the Ccnstituticn.

Secticn 3. PUBLICSCECCL 'FUEL: INVICLA1E. The rutlic

scheol  fund shall fcrever regain inviclate, guaranteed

By th2 state against lcss of diversicm, tc be invested
under the restrictions to be previded by law.

CGMKENTS

This secticn is identical tc section 3 cf the existing Ccn-
stitutice, with the excepticn that the Ccnstitaticnal investment
restrictions are removed. The ccpeittee is cf the .opinicr. that
the imvestmemt rolicy fcr the public fund.is properly a legis-
lative matter. HBeyocnd guaranteeing tks jrviclatf character cf
the fund, a Constitutional grcvisicn cannct apticirate investment
policies appropriate tc charging conditicns. #Mcrecver, the
existing languape, “to Le invested, sc far as pocssikle, in public
securities within the state, including schccl jistrict - bends,
jssued for the erection cf schcol buildings,” is both asbigucus
and cverly restrictives, 1The benefit tc the schcols might be much
greatsr if in any given period ‘the public ‘scheel fund suere cther-
wise securely irvested. Flexitility regquires that such policy
decisicns be madeby the legislature.

Secticn 4. BOARL CF LALKL CCEMISSIONERS. The gcver—
nor, superinterdsnt cf public jnstructica, secretary cf
state and attorney general shall censtitute the _state
poard of land ccBmissichers, which shall have the
directicn, control, leasing, exchange acd sale cf the
schcol lards cf the state, and the lands granted or
which may hereafter be granted fcr the support and ben-
efit of the varicus state’ educational institutions,
under such regulaticas and restricticns as may be pre-
scribed by law.

CORMENTS

This section remains almest unchanged from the origipal Ccn-
stituticn. B board composed cf fcul elective officials, the
governcr, superintendent of public instructicn, attorney general,
and secretary cf state, serves an impertant functicp im surervis-
ing the management ‘of tte state schccl lands and the income
derived frcm these lands. The board while cperating under this
Constitutional provisicm, has worked well in the past and wculd
appear tc be akle tc do the safe fcr the fcrseeakle future, The
only chamge deemed desirable at this time is the addition of the
word "exchange*' to the 1list of activities within the Dboard's
po¥er. The need for this has become evident im cases where the

state has been prevented from sakirg advantagecns exchanges cf

A
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"lrfmd ty the coissicn cf this pewer free the Present Ccnstitu-
ticnal rrovisich. o

The committee also considered revising the pewkership cf the
koard, and particularly reducing the pupker cf nembers tc three
by thz ocumission of the Secratary cf State, but decided that the
four Constitutiocnally nased elective cfficers Were an important
scurce cf direct pcpular ccntrcl and that an even-numbered board
requiring a majority of three fer a decision wculd emphasize the
principle of caution ¢vsr that cf exgpediercy. - L

Secticn 5. PURLIC SCHCGL FURD REVEKUE. Ninety-five
par czatus (95%) cf all the interest received ¢n the
school funds cf the state, ard nicety-rive per centun
(95%) of all reats received frop the leasing cf schccl
lands and cf all cther inccme freg the Public schcel
funds shall bs equitably appcrticned annually to Public
elementary and secondary schocls as prcvided by law.

the remainirg five per centum (5%) cf all the inter-
est receivedcn the schcol furds cf the state, and the
remaining five PE€r centun (S5%) cf all the rents
receivad frcm the leasing cf schcol lands and of all
cther inccme from the public schecl funds, shall anrLu-
ally he added t¢ the public schocl funds cf the state
and beccme and forever remain arp inseparakle and
inviolable part therecf.

CCHMENTS

The proposed secticn 5 is a shcrtened and revised versicm of
secticn 5 in the present Censtituticn. The intent of the FIcvi-
sicn, tc Constitutionally protect the interest and inccme from
the public schccl fund, is ippertants however the particular
restrictions as to its distributicn to schocls are copsidered
obsolete in light cf present cenditicrs. The language concerning
the pcrticns tc ‘be distrituted -and that which is tc be reinvested
remains the same 2§ in the present Constitution. The pethecds cf
distribution previously specified are replaced ty @ general
phrase %"shall be equitably appcrticned appually tc elementary and

secondary schccls as provided by law."

The replacement language provides the desired flexibility to
the legislature todevelcp school financing pIcgrams in tune with
current necessities. particularly relevant to this change is the
trend across the nation, in .acccrdance with xeceant ccurt deci-
sions under the equal frctecticn dcctripe, tc provide more equi-
table school financing systems. The "flat grapt" type cf aid
provided undex the old methcd of distrituting income and ijsnterest
te all scheol districts cn a census tasis is , clearly
anti-equalizing under the standards discussed ir the ccmmfntary
to section 1. By specifying only that the distribution must te



