FUNDING LOCAL GOVERNMENT

by

Den Fluke and Jeanie Tittle

RKosciusko Leadership Academy III
April, 1984



. INTRODUCTION

It has been said that there are only two certainties about
life--death and taxes. Many people speculate on what happens
after we die. Many believe in life after death. But what about
taxes? What happens to our tax money once it has gone to the
almighty tax collector? This paper attempts to clarify the
uncertainties of rthe after-life of our tax momney. It focuses on
the methods and sources of funding of local government and

explores the different ways in which revenues are spent.

APPROPRIATION

The Budgeting Process

The appropriating of funds and spending of tax dollars begins
with the development of detailed budgets by the various local
taxing unlts. These taxing units are governmental bodies: school
boards, township trustees, county commissioners and town or city
councils. Each of these units appoints an individual or
individuals to estimate expenditures for the upcoming year for
items such as salaries, office supplies, insurance, utilities,
etc. The appointees then estimate revenues (other than property
taxes) that the unit expects to receive and deducts these from the
estimated expenditures. This remaining balance then is the amount

which must be raised by levying the property tax.

. Indiana law provides county property owners with several layers



of protection against excessive and burdensome property taxes.
Once budgets have been developed, a review procege i1s begun to
insure this protection. At each stage of the review process,
public hearings are held which allow for taxpayer input into the

budgeting process.

The first step in the review process is a review by the
governing body of each taxing unit. The county council, school
board, township advisory board, city council, and other taxing
units review the budgets developed by the appointed members of
each regpective unit. The development of 2 budget and the review
by the governing body is a painstaking and lengthy process which
normally begins around June and must be completed by early

September.

The second step of budget review is the responsibility of the
County Board of Tax Adjustment. This board is comprlsed of seven
members only four of which may be from the same political party.
The work of this board begins on the second Monday of September
when the county auditor presents the adopted budgets and the tak
rates for each of the taxling units in the county. The duties of
the Tax Adjustment Board Include review of the variqus budgets to
Insure, if possible, that the tax rates remain at or below the
limits set by the gtate legislature. The board cannot raise any
appropriation or tax rate. They can only change or reduce budget
classlfications for a given department or office. The board may

find that it can't lower tax rates below the prescribed limit for



a taxing unit or the county as a whole. It then submits 1ts
recommendations to the county auditor who in turn submits the
budgets and tax rates to the State Board of Tax Commissioners.
This is an automatic appeal provided by law. Other appeals may be
made by any group of ten or more taxpayers or by the actual taxing
unit. Again, the public is kept informed through public notices in

the newspaper of the actlons of the board.

The final phase of budget revliew rests with the State Board of
Tax Commissioners. Along with budget revliew, the State Board also
superviges the general ?roPerty tax system in the state. When an
appeal has been made (whether automatic, due to higher than
allowed tax rates, or by taxpayer group or taxing unit), the tax
board rules on the action. The board has authority to confirm the
decision of the lower board or to increase or decrease the budget
clagsifications and tax rates as it deems necessary. Once again,
the public is given due notice and hearings are held for any
taxpayer lnput before a decision 1s made. The action of this

board is final.

When the review process is complete, the county auditor applies
the appropriate tax rate to the assessed value of real and
pergonal property for each property owner im the county. The
auditor then prepares'tax statements and turns them over to the

county treasurer for collecticn.



SOURCES OF REVENUE

Local Sources

Property Tax

In Indiana, the principal source of revenue for local
government has always been the property tax. .This tax is levied
against land and buildings, business equipment and inventories,
livestock and other tangible property. Although in recent years
the state has developed programs to ease the burden on property
owners for the funding of local government, the property tax still

remainsg the major source of revenue.

Each township in the county has an asgssessor responsible for
placing a value for taxing purposes (assessmeﬁt) on all real and
personal property. In townships with a population of more than
5,000 the assessor is an elected official. Where the population
of a township is less than 5,000 the township trustee acts as the
township assessor. Two townships in Kosciusko county have elected
assessors--Wayne (Warsaw/Winona Lake) and Turkey Creek (Syracuse).
Township assessors work under the direction of the county
assessor. However, a township assessor may only be removed irom
office for failure to.discharge his or her duties, ;nd that is

done by the State Board of Tax Commissioners.

Each year personal property is assessed for taxing purposes.

Personal property consists of boats, motors, trailers, campers,



















































