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There are a number of features of the laws relating to financing pubiic
education that have caused concern since their enactment in 1973. In addition,
we have had Proposition 13 aﬁd the rumored or real tax revolt in recent times.
As the systems used to furnish money to local school systems change, there
is an obligation to attempt to alter them to correct educational or financial
defects. In fact, the concept of having somefhing for everyoné, or the “Cﬁrist*
mas Tree" approach used in 1975 and 1977, must be examined and, in our judgment,
altered before we reach.the point that school aid is in fact a simple political

| package,_rather than educational package with political consequences. It is,
:i bf course, obviéus to those of you who,knowius.that we sré'not suggéstihg"that
- the final decfsion.wi?] nbt be politica] as well as educational. What we do
‘want to suggeét, however;lis that we believe that we in educatioh must continue
"'.tq'make proapsa]s that will result iﬁ'improved equity and opportunity for all,
réther than just to make proposals for "me and my board," "our students," "our
taxpayers'--us four and no more, in the tradition of the fervent prayer of the
narrow-minded ﬁonvert who prayed for "me and my wife, son John and his wife--

us four and no more."

Access to State Dollars

By any standard, we did not in 1973 assure or even make possible full

accass for all districts to the maximum state dollars that the formula said



was possible. We know that there ére districts where, despite maximum effort
by hoards and school peréons, the Tocal citizens could not, or have not, been
persuaded to increase_their taxes to the maximum 1evé1 that the state will
“match. And, yes, we know that there are some districts that have not attempted
to achieve this maximum level of funding despite the opportunities that it
offers. Neverthe]ess, in 1973-74, the first year of the present formula, an
analysis of the cost of changing the formula pointed out that, if every district
went to the maximum tax levy, it would have cost an additional $230 million
dollars. The most recent figures from the ITlinois Office of Education set the
figure of the cost of full access at $42 million dollars. We believe that this
figure is now 1ow enough that in light of court decisions such as Cincinnati

V.. walters and the Togic behindlthis and other decisions, the argument against
the state not sending its calculated share should be "moot” and we, therefore,
suggest that the reﬁard for efforflfeature bé eliminated or reduced. In the
proposal, which will be made to you shortly, there will be no peralty. Alter-
natives to this proposal are in a paper available From fhe-Center Since the

General Assembly may wish a number of less drastic opportunities.

Appropriate Level of Support

In 1973 when $1,260 was the maximum level that the state system Qou]d
participate in the support of a weighted pupil, $1,260 would buy a quality
Tevel of education. Despite the fact that this 1nc1uded all operational funds,
rather than the normally calculated per capita cost of the edgcationa? fund,
the $1,260 was a big step up for a majority of the districts of the state.
Currently, infiation has pushed the average expenditure well above this figure.
It is true that even with the "major" (with tongue in cheek) overhaul of the

formula that increased the Tlevel by $33 to $1,293, the state is not sharing



in a cost that pulls the educational level of most students up. Iﬁ.subsequent
statements ﬁhié paper will deal with this level of support, both for the short
and long run. |

There is attached to the copies of this paper a copy of part of a docu-
ment which was written to the [11inois School Problemg Commission in 1973 that
suggests that the 1973 formula commits the state to $1.5 billion dollars at
the end of 1977-78 with a possjble $1.7 billion by that date if each district
increased its tax rate to the maximum (Appendix A). I remind you that the lar-
gest appropriation ever made is for the current year and is only $1,359,000,000.
This 1s said to suggest that decreasing enrollment and increasing assessments .
have caused us to receive far 1es$ than the General Assembly and'the Governor
were actuaT]y anticipating spending by 1977 when the formula was enacted in 1973.
Suggestions which»wi]]_be madé subsequently will still be within theéé levels
of suppdrt, o | | |

The level of support should have increased at a faster rate than the
ncminal changes whfch nave in fact been made. This féi?ure-to keep the state
guarantee at a high level is significant beginning with the 1977-78 year, since
the original proposal was to haQe been phased-in through 1976-77. The 1977-
78 year was not increased significantly and 1978-79 has been 1néreased only
$33 per weighted pupil and much of the change resulted from changes in weighting,
Other changes that affect districts are basically short-term and political
adjustments that cost money-but do not move the foundation or support level

in significant ways.

Unified Operational Fund

In 1973 the attempt to change the formula was so massive that wiser
heads persuaded us that to fight for a single operatonal fund might cause us
to lose the more important part of the proposal. Now as then, we believe that

there should be only two major funds for which taxes are collected and which



the state supports bécause our business is education. All funds for schoo]
‘purposes .should be combined into an operational fund and the Bond and Interest
Fund 1eft as it is. There could, of course, be funds Tike IMRF and liability
insurance funds which schools and other local governments are authorized to
use.. In the end, there must be a sensible approach to funds and having an
operational fund td-cover all cost wou]d-seriﬁus]y help solve the problem of
tax adjustmeﬁts, tax reductions, freezes, multipliers, etc. This suggests that
the GeneraT Assembly might need to arrive at a tax rate for the operational
fund that would not reduce anyone's local collection, even if it meant making
possible the raising of the tax rate for some districts without a referendum.
The number affected would be small and the amounts of increase insignificant.
If the Tast step of our procedure 15 gver énacted, it would make the question

- "moot."

Inflation and Its Problems

Fdr years sfaté policymakers have given increases to K—lZ_educatTon
exactly like they have to all other agencies, i.e., higher education, public
health, etc. If the state can afford a 7 percent increase (or any other per-
cent increase) in funding, each major area varies from the 7 percent increase
based on the crisis, or suppesed crisis, in the area; but, as we all know, the
variation sometimes results from the "wheel that squeaks the Toudest.” How-
ever, the variation was from 7% or whatever percent level .the estimates allowed.

This sytem may give hignher educaticn and public health and all the rest
of those agencies a percantage raise at or near the 7 percent. In the puolic
schools, however, because about 47 percent of all dollars are collectad from
property taxes, 6§ percent from the federal government and about 47 percent from
the state, simple mathematics says that a 7 percent increase in state dollars

will result in less than one-nalf of the state's percent c¢f increase being felt



by the schoal districts. Because with a 7 percent increase in state dollars
the average local school district can only increase its operations between 3
and 35 percent, the system forces the local school to cut its program or raise
property'faxes. The heavier and heavier weight that schools have put on prop-
erty téxés varies inversely to the wealth of a district. The wealthier a dis;
trict fs, the greater percent of its support it derives from the property tax
and the more it must increase the'property tax to make inflationary adjustments.
Some system to prevent this must be developed if we are to avoid a California

type property tax revolt.

Property Taxes as a Basis of School Support

As unpopular as it appears at the moment, the property ta* has been
good to public education. It has almost singularly caused the control of at
least some aspecté of education to'stay in local school diﬁtricts. It is the
very root of the vbice that local citfzens have in education. More importantiy,
it has provided a stable, evenlif at times an inédequate, income on which uni-
-form school terms and similar schob] programs have relied. Just as most young
persons at some time decfde that their parents just don't understand the prob-
lem, so many. persons whg have beccme disillusioned with the property tax just
don't understand what it would be 1ike without it. Our main task today is to
be sure that.correcfions of things wrong, or alleged to be wfong, with the
propekty tax are not corrected in a way that will be detrimental. When we have
proposed an adequate level of support for the public schools, we wi]?lsuggest
one such way that property tax relief could in fact be instituted without af-
Fectiﬁg the opportunity for either local control or flexibility in controlling -

local schocls by local citizens,



Combining All Formulas Into One

The Citizens Committee on School Finance recommended that we move to a
single forﬁu]a. The State Board of Education has made this one of their goals.
A11 reasonable persons, except those who profit from the multiple formulas,
agree with this goal. Any outsider who studies our sygtem quickly asks the
"$64 question.” - Why do you keep these formulas when all they really do is
to give those who draw from plans other than the Resource Equalizer an advantage?

| The obvious answer is first politics and then a seidom-admitted truism--
all or nearly all districts are spending all they get; therefore, any p]an that
cuts a part of their support affects their ability to operate.

The plan we will suggest includes a simple, but expensive, way to move
all districts to the same formﬁ]a without penalty through time and, in fact,

meet the other criteria we have discussed.

A Step-By-Step Approach to Solving Edutationa] and Tax Problems

We would now like to propose a step-by-step process to meet the spécific
gha]s which we have outlined. .These proﬁosed steps may or may.not be attainF
ab]e quickly depending on the goals which you and others can persuade the General
Assemb]y and the Governor to accept. However, it is important that we in edu-
cation get our acp togethér in light of the real world and in a way that it
is. possible for those things which need doing for the students to be accomplished.
| Whether it is done this year or in some future year, intense work on
creating an operational fund including all purely educational purposes other
than debt service should be created. This means re-thinking all of our his-
torical avoiding of this issue by creating a new fund for each new item, but
then always admitting that one fund is desirable.. This should not be done per-
cipitously and may take Tonger than a single year, but the process should be

started. This could add more to the ease of understanding school finance than



those of you who have worked with the various formulas believe.

There would, of course, be no need to incorporate those taxes that all
governments ére authorized to collect, such as the IMRF tax and taxes for lia-
bility.

Step One: We believe that the General Assembly should increase the
basic support level to $1,400 per TWADA and let this be step one. The tax

rate required to participatershould be a computational rate of 3 percent for
.K-IZ districts, 1.95 percent for K-8 districts, and 1.05 percent for 9-12 dis-
tricts, whether or not a district chooses to Tevy these rates for operatioral
purposes. Until 1981, or the second year of.step two, districts which cannot
receive as much from this plan plus step two should be allowed to aontinue

' tHe present method of calculation. This plan would be based cn the TWADA count
and could rngect whatever political decisions are‘made about compensatory
education._'After 1980-81, or when the seﬁond year of stép two becomes effective,
all school districts should receive only the funds caicu]dted through the appli-
cation of step one and step two of this proposal. This simﬁ]y proposes the
present formula be changed only at the support level, the tax used for compu-
tation, and then that all be paid the full amount of étate aid, whether or not
the Jocal board chooses to levy the full or a greater or lesser amount of taxes.
Whether or not the 35 percent limit on increase remains is both a fiscal and

a political question that can be decided by the appropriate forum.

Steb one would cost considerably more than the present formula would
cost in 1979-80, but would not increase the 1978-79 appropriation more than
about 100 million dollars. It would, of course, use up the approximately 100
million dollars that the current formula would not cost in 1979-80 plus an

additional $100 million.



Step Two: Because it is currently mandatory that schools either in-
crease their property taxes or cut programs when inflation takes place, the
state éhould assume the full cost of the previous year's inflation on the basic
$1,400 program provided in step one when the General Assemb1y makes its appropri--
ation, but should increase only on $1,400 for each WADA in the district.  For
example, the 1979-80 schoo].year's appropriation would be made in the.spring
" of 1979 and the fiscallyear'1977—78 inflation of 7.2 percent would be the fig-

ures used if step two were.enacted in 1979-80. This plan of providing the pre- .
_ vious year's inflation increase wiT] only catch ﬁhe schoals up with the previous
. year's inflation cost and will not serve to be the cause of overall inflation.
In fact, schools will have to operate é full year with all the econcmies pos-
sible and boerrowed money befors receiving the relief to cover inflated coét.
CIf, in fact, the'nationa] program can succeed in reducing inflation to 5.5 per;
énet.as pfoﬁosed fbf 1978-79; that could be the amouﬁt that schools w6u1d use

to calculate aid received in 1980-81.

The proposal is simple--regardless of the tax fate or dollars spent
above or bé]ow-$1;400, the state would in 197%-80 pay all schools on the formula
the 1977-78 inflation (the previous year) times 31,400 per Weightad Average
Daily Attendance (WADA). In 1977-78 this inflaticn by the system then in use
by the Consumer Price Index was 7.2%. Thus, step two would authcrize payment
of a flat grant of.$100.80 per Weighted Average Daily Attendance calculated
for the district. After the second year of this plan, steps one'and two would
provide the only basis for calculating general fund aid.

Step one should be paid on the Title I Weighted Average Daily Attendance
figure, while step two shouid be paid only on Weighted‘Average Daily Attandance.
The argument, err how compensatory aducation dollars should be paid gnd measuread

is a political question and the full settlement of the need for dellars should



be settled in the calculation of the basic amount. We have no objection if
the General Assembly wishes to-pay inflation on the entire TWADA.

In our judgment, however, the inflation increase is more palatable on
the simple WADA. The cost in 1979—80 based on 1978-79 cost of Tiving increases
would be approximately $204,926,400. The first yell we will hear is that the
state can't afford it. Let us suggest that this is just why prﬁperty taxes
‘have been going up and the gquality of education hurting. This amount of in-
flation is real and must be recognized. Property taxes are a curkent issue
and not facing this reason for their increase is dahgeroqs for both educators
and politicians.

Step Three: In some communities, persons who pay taxes have been wiiling
to pay high rates despite Tow assessments. Where these tax rates are higher
than those used in step one and the assessed value is below the average for
the staté {or some other poIiticaTTy arrived.at Tevel), there seems to be a
need for the state to assure those districts that their tax effort would at
Teast make them capable of securing what the average district in the state
wouﬁd receive. If in fact the power to tax were egual in a]i types of districts,
we would support this concept. However, since the 9-12 districts can in fact
tax equal to or nearly egual to K-8 districts, we have suggested the same rate
for 9-12 districts and K-8 above which the state would assure payment.

" The proposal is simply that when a district in K-8 or K-12 districts
exceeds the state-used rate in step one, the state assure those districts that
their tax rates will at least get the doilars that the average of all like dis-
tricts in the state would receive. In the 9-12 districts, we propose that when
they tax above 1.95 percent and have less than the average assessment for all

9-12 districts, the state assure them that they will receive the average amount.
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For formula statements, you need to see. the printed copies of this paper with
the attached appendices. The third step thus preserves a mini-version of the
"Resource Equalizer" which the General Assmebly passed in 1973. The cost of

this proposal would be about 11.8 million dollars.

A Plan for Property Tax Relief

JIn the beginning, it should be understood that the writers do not wish
to propoﬁe' that they have judged that a property tax reduction is necessary.
On the other hand, our heads have not been buried in the sand since the enact-
ment of Proposition 13 in California. We are fully aware of the great political
awakening that has 6ccurred as it relates to the inequities, or alleged inequities,
of the property tax. Having looked at multiplier freezes, extension freezes,
caps on taxes, and a host of other plans which Or. Hickrod has discussed, we
have decided that we in the school business should have a plan that accomplishes

the goal of those'who want or must have tax relief, but which still allows

schools to function.

Therefore, we base our proposal oh two assumptions:

1. That property tax reduction proposals are in fact based on a beljef
that pfoperty taxes are bearing a greater share of the cost of governmental
spending than they should.

2. That the feduction of ane tax must be made up by increasing some
other tax.

Without proposing the exact level of relief, I want to suggest a simple
solution to a compliﬁated problem. Being simple to understand does not, how-
ever, mean that it will be easy to achieve. If in fact there is a group of
persons who believe that the burden of supporting public education should be
Shifted from the property tax to a state level tax, then the following is sug-

gested.



cvery taxpayer in I1linois pays taxes to support educatﬁon. The amount -
of tax relief could easily be paid by the state to the tax collectar in lieu
- of taxes levied by local boards of education. OQur proposal is simply that tax
relief be given to taxpayers beginning at a $3 total tax bill for all educational
-tevies and moving downward. If the stats is willing to increase its income
from alternative tax sources by about 800 miilion doilars, then a $1 property
.tax rebate could be paid to tax collectors to replace any taxes at the 33 down
to the %2 rate. We would suégest-that the Taw aﬁthorizing this require the |
Tocal collection form to caTcuTate'the tax bill, reducs any taxes that the bill
reflects between 2 percent and 3 percent, and show on the Torm that the levy
made by the_board of ecducation had been paid to the lccal district and that the
taxpayer‘s:bijl was reduced by the amount of such taxes levied, but paid by.
" the state. The fax reduction would be obvious and the prerogative of the Toca]
board wou1d remaiﬁ. The state could, of course, rebate only a smaller amount
_from'current ré?enue by this method, i.e., péy the difference between .03 per-
ceat and 0290 percant. |

Make no mistake. Th{s is not equalizétion, but tax relief through'
property tax replacement. The higher a local district's assessment, the greater
the rebate if they lavied the tax. We would prefer to allow reducticns to be
paid to the area only on assessments up to the amount which the state guaran-
tees, but this would complicate the matter and make 11ttje difference in real
~cost. Aitached to this paper as Appendix B are formulas describing the way
this would work. The cost of lowering the tax rate $1 on‘a11 croperty for the
current year (1976 tax year) would have been 378 million dollars. As assess-

ments go up, the state cost would increase.
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APPENDIX A - _ April 73

AN ANALYSIS OF THE COST
OF CHANGING THE FRESENT FORMULA
TO A RESOURCE EQUALIZER FOCRMULA
THROUGH FOUR OR FIVE YEARS

If the alternative two formula found in "A New Design; Financing
for Effective Education in Illinois™ (attached as a ‘bill} were ad.'opted in
a single year, the OSPI estimates baszd on 1871-72 data thé-t it would cost
$1, 530,718,000, This is an incresse of £750, 648,000, Because many
districts are not at the maximura tax rates ailowéd, it could be expected
that the ultimate _cost might exceed this by a maximum, if all districts
levied the full amount, of $230, 850,000, This could mean an eventual
cost of $1,.761, 566, 000. VHowever, as zssessmerits increased 1n
‘relation to studsnts the state would raduce its ccntribtition. Conversely,
i\;. could be established by law that a district could only increase its taxes
at some minimzal amount each year if .théj," ware below the allowed tax
level. (Exampie —;- No district may increase their local taxes more than
10% without state funds being éut proporticnately. )

Despite this great increase the formula has merit if it is calculated
to be put into effect through four or five years, To put it into efiect
through four yvears would require an increase of §188,013, 000 each year,
To put it into effect in five years w aild require an increase of §150, 410,000
esch year plus any increase because of increased loéal effort that would

not be offset by increasaed ascessments,
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1f, however, the foz"mula' had a provision that no district could have
_its state aid increased more than 25% each year, an interesting thing
occurs. High school districts would have their increase delayed so that
the full formula divided 53r four would cost $39, 355,_0()0 less each year, or
a net of $148, 858,000 (188,013, 000 less 39, 355).

The fofmula would force high tax districts to Iroll back taxes as
the state 'increased its support and would encourage districts with low |
~ tsXes to raise their taxes. It would through tiﬁe give equal reward for
equal effort.

" Actually, the formula would move the state toward mee.ting the
principles oi equal funding for weighted pupll where. the effort was equal,

In the past we have resorted to the same formula on the grcund::
'that.peo;ale understood it. With the many additions and L"lan’]'i“ this is no
l'ongér true. A formula lt‘nat would give ail dis_tricts mak"lng the same tax
effort the same funds would be a major improvement. 1f the 257 increase
limit were enacted it_would take several years for some districts to get
equal treatment, but when {uily funded the formula wouid solve the d.ual Vs.
unit problnm and would fund all schools pv'oportlonately T‘rle forced roll
back in taxes would hold maximum expenditure districts where they are
while the others catch up axcept for the provizion for innovative programs

{see bill attached),
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With thé 25% limit on inéreases the full fczrmula oqul_d be enacted
for about $148, 658, OOO if the four year base were used, If ﬂx;‘e years were
uéed the formula might be installed for an increase of about 18, 228, OQO.
Ca;léulatibns for this are shown in Table I attached,

The commitment to thls formula over gither four or five years

- |
would commit the state t¢

a plan for eqr_létlizinq educational oppiortunity up
to RLZ250 ber weighted pupil in steps that are achievable, The formula
ailows tﬁe state to weight students for any of the categorical programs
and would if uzed cause these funds to berequ_aliZed on 2 basis of poar
di-stri-::ts getting more than the v;ealth'j, It seemed wise, however, to
 recommend e_stablish_‘lng the formula to first replace the pfesent forfnula_
including the size factor (density) impaction, and the flexible aid, This,
however, would not be cut out for. d_istrict_s that would not qét 'as much
under the new formula. | |

No district would gei less_ undevr this proposal than they get at
‘present.

Taxes in high tax districts would be farced back while low tax aress

]

would be sble to raise their taxes to assist in paying for the education of

7]

their children,
Another real plus for the igrmula would be that it eliminates any
need for districts with high assessments avaiding conselidating with

districts with low asseséments, When the state guaranteed the same amount
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of assessment for districts (all but 6% would be guaranteed the same) i.t
lwould not affect tax rates if low and high assessment districfs consolidated,
It should aid in organizing districts for educational purposes rather than
organizing them basad on assessed value or wealth, |

The formula treats dual and unit districts altke through timé.
It forces duals to give up excessive taxing power but commits the state to
treating them eéual. It in other words allows dual districts the same funds
which it allows units but does not allow dualfj to gain an advantage, The

bill proposed is atiached,



TABLET

Analysis of Appropriation if Resource Iqualizer

with Title I at , 375 weighting is used

To put entire formula into effect in a single year

16

o Figures abcve this line from OSPI printonut,

Figures below the line are interpolated.

Total Elem
Appropriation  Dist Sec nit
Resource Equalizer $1,9830,716 387,282 246, 365 837, 083
1973 Approp for :

- Distributive Fund 3 780,088 204,285 57,942 517, 861
Increase $ 750,648 183,017 188,423 379,208
1/4 of Resource _ o :

Equalizer Tncrease $ 568,081 250,156 105, 048 812, 878
1873 Approp for : :

Distributive Fund $ 780,088 204,260 57, 942 517, 851
Tncrease - $ 128,013 45,891 47, 108 95,015
If no district could |

increase more than 25% _ ; .

it would save 3 39, 355 3,223 32,651 3, 480
Nzt total $ 148,658 42,808 14, 455 61, 535

- 1/5 of Resource
Equalizer Increase $ 920,478 240,977 95, 828 523, 873
1973 Approp for . o _

Distributive Fund $ 780,083 204,265 57,942 017, 861
Increase $ 150,410 26,712 37,684 76,012
Less estimated savings ‘

with 25% limit 3 31,484 2,578 26, 170 2,784
Net total $ 118,926 34,134 11,584 73, 228



- APPENDIX B

PROPOSED FORMULAS

Step One--Equalization Grant:

G = 1400 - rV
where: _
G = state aid per TWADA to district
r = computational (not mandated) operational tax rates set at
.0300 for K-12, .0195 for K-8, and .0105 for 9-12.
v = assessed valuation per TWADA in district
TWADA = Title I Weighted Average Daily Attendance

Step Twe--Infiation Grant:

G = X (1400) WADA

where:
G = state aid for inflation to district
X = inflation rate of previous year
WADA = Weighted Average Daily Attendance

Step %hree--High Effort/wa Valuation Grant:

G=r (¥ - Vi)

state aid per TWADA :

for K-12, positive difference between .03C0 and their operating
tax rate; .

for K-8, positive difference between .0195 and their operating
tax rate;

for 9-12, positive difference between .0199 and their operating
tax rate

V_ = average property valuation/TWADA for each class of district

a (k-12, K-8, 9-12) ‘

V., = property valuation per TWADA in district

{ O
WA

Step Four:

The tax replacement should be understood as just that. It has no effect
on the funding of schools except that it will reduce the burden cf the tax which
the local district taxpayer pays to the schools. Because it is a tax relief,
it must be used to replace the tax burden egually for all who pay the 3 percent
rate. This complicates only the way the local tax coliector shows the relief
for the taxing bodies when they are K-8 and 9-12. The formula for each tax-
payer who pays school tax will result in the same thing. The following formula
applies.

17
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where:
A = appropriation for tax replacement
V. = total property valuation in the state
v$ = valuation in the district
RE = replacement dollars

The dual district rates,where both are at the maximum rate of 1.95%

and 1705%, would be calculated by reducing the Re calculated in the formula by
.65% and .35% respectively. ‘

When any district or combination of districts did not need the ful]

3% for operation, they would receive cnly the relief allowed by subtracting
the Re of the formula from 3% times their assessed valuaticn and their remaining
rate would be the same as others.

When one of the dual districts did not tax at the 1.95% or 1.05%, they
would receive only the amount that .65% or .35% times *the value of Re subtracted
from the 1.95% and 1.05% times the assessed valuation. However, to be fair
to the taxpayer in the combined districts. the district which taxes in excess
of the rates to be reduced would have the state pay an additional amount of
“their taxes until such time as the other district levies the amount necessary
to receive the full refund. :
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