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Feckral Impact .Aid Program.
1832 M Street, N.W. - Suite 837

Washington, D.t: 20036 ,
* * * * * * * * * *1/4* * * * * * k* * * * * * * * * * * * * * * * * * * * * * * * * *

September 1, 1981

The Presidept
The White House

Washington, D.C. 20500

Dear Mr. President:

r

We submit the report of the Commission on the Review of the Federal
Impact Aid Program with our recommendations for changes''in tile.Impact
Aid Program as required by section 1015 of Public Law 93 -561.

-Our Tecommendations reflect the views of a majority,' of the members of
the Commission. Two Commissioners have submitted separate views which,
are,-included in this report.

We believe that ,our recommendations, if adopted, would strengthen and
simplify the Impact Aid Program and make the program more Dearly equita-

-ble in achieving its intended purposes.

The Impact Aid Program was originally authorizedas*a means of_ mitigat-
;ing the adyerse,bffectssof Federal activities on the fin ciat ability
of local educational agencies to carry out thdir functiOns--to compenl,
sate'them for the burden placed upon them by Federal immunity from State
and local taxation and by educating federally-connected children.

The program was designed 'to operate and does operate under tlAe laws of
the States -regarding the'financing and governance of local_educational
agencies. The program carries with it no Federalleducation policy. It

' is intended to ,preserve local control over education by compensating
them.for local revenues.

In opposition to the program, the following contentions were advanced:

(1) the Impact Aid Program overpays local edutAtional age Gies, in
that entitlements are greater than the .financial burden pfaced upon
them by Federal activities;

2) in most instances the economic benefits of Federal activities to
localities compensate for the burden placed upon them by those activi-
ties;ties; and . .

(3) if those_bendfits are not available to local educational agencies,
it is the result of inefftive State and rocal educational financing
systems.'

-The C ress did dot place the Auestion the adequacy of achool
laws within the scope of our mandated

411



The President
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Regarding 'the contentions that the entttlements overcomperidate for
Federal burden and -the economic benefits from,Federal activities, the
Commission conducted hearings and research to determine their' validity.
The original premiseS_Opon which the program was based were examined:

AK
(1) 'that Federal immunity from,State-and,local taxation deprives local'
educational agencies of necessary revenues;

.

a
(2) that, under the airs of the States, the owners and us4s of real
propert'y have an obligation to,support-public education; and

(3) thal the Federal Government should assist local educational
agencies in providing education for federally - connected

The law regarding Federal immunity'from State and local taxation, under
the Supremacx Clause of the Constitution, has been reviewed and, even
though finer distinttions have been drawn,allowing more taxation of
privat-e-interests in Federal property, the_ doctrine of immunity still
stands and deprives local educational agencies of revenues. A factor in,
limiting the broad coverage of that doctrine has been a recognition, OR
the part of the courts, that Federal immunity must, be balanced .against
the need of local governments for revenuesi. Even though there is a
-considerable"body of opinion that such bale cing should be carried out
through the political branches of the Gover nt, the,Supreme Court has
recently decided that there is a limit on the power of the Federal
Government when the federal systqn of govern t is threatened by the
exercise of otherwise valid powirs of the Na ional GdAfernment. When'
that limit has been exceeded and the Congres has not protected the
interests of the States and their subdivisions! t e courts have imposed
the limitation. The Impact Aid Programds one means by which the Con-
gressimay protect the States and their eubdiv4sions mcor the otherwise
valid exercisePof power by the F deral Government.

There have been significant changes in State laws fe4arding school
finanbe, with a trend toward greater share of the cost of education

'and less'reliance upon real proper y taxes or the, support of education.
These changes, however, have, not been so s bstattial as to change great-
ly the patterns in school 'finance into which Impact 'd -s, designed to
.fit or as to merit substantial alteration of the pr as it relates
to the financing of public schools.

The Federal Government has a long-standing interes in the educa
federally-connected children and has, .over the years, recognized an
obligation. for their education. On the basis of that interest and
obligation, the Federal,Government sh'Ould assist local governments which A

provide education for those childrenr in that the cost of their educa-
tion constitutes a burdeniczn thdse local educationafgencied.

".

1'
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Thera is nd'evidence to support the contention that there are net fiscal
benefits to local educate nal agehcies arising prom 'Federal activities.
On the contrary, in the ase sttdies conducted by the Commission, the
net. fiscal burden is generally commensurate' with the amounts .to which
the local educational agencies studied are entitled finder section,3 of
pishil,, Lam 87c .

From this evidence the Commission has concluded that. under the federal
system of government, there is an obligation on tbe partpE the Federal
Government to mitigate the adVerse effects of- Federal activities off
local .educatIonal'agencies and that, even though other means of'doing so
may be possible, a program similar to that authorized by Public Law,874
is necessary.

Ih these troubled times when drastic changes are being made in Federal
policy,° too often those making tfift policy lose eight of the basic
obligation of..the Government to the; people add act without knowing the,
.consequences of their actions. We hope that.thi,s report will give them)
sufficient informationto act ,Irisely with'respect to the Impact Aid
Program.

Yours respectfully,

Charlie Akins Fra

Polly Baca-Barragan arola

>;7114
/Bye

Edward C. Bolstad Barbara, Roberts

Robert L. Ch o m

,IDENTICAL LETTERS TO:

THE PRESIDENT OF THE SENATE

THE SPEAKER OF THE HOUSE OP REPRESENTATIVES

vir nia Allred Stacey
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EXECUTIVE SUMMARY

Creation of the Commission

When substantial reductions in funds for the Impact Aid Program were
considered by the Ninety-fifth Congress, it was determined that a review
and evaluation of the Impact Aid Program was neiessary. Tie Commission
ovy.tna Review of the Federal/Impact Aid Program sias established pursuant
/.(1 """I'M 1015 of.the Education Amendments of 1978 (Public'Law 95-561)
which was enacted November 1, 1978. The law provided for a Commission,
having ten members appointed by the President, Charged with the mandate
that it.review and evaluate the administration and operation of the
program authorized by Public Law 874, Eighty-first Conq'rese, commorrly
known as the "Impact Aid Prograi."

The Impact Aid Program was established in 1950 and payments were made
through that program to local educational agencies form fiscal year 1951
and each fiscal year thereafter. Those payments amounted to.$28 million
in 1951 and have grown to approximately $780 million in fiscal year
1980.

The payments are .made to those, local educational agencies which, under
the law, are sq affected by Federal "activities as to have had a burden
placed on them thereby which merits compensation. Two kinds of burden
have'been recognithd__bY-Ithe-law:t -OF a revenue burden arising from the
fact that Federal property in the school districts of. such agencies is
not sdbject to real property taxes, and (2) a service burden arising
from the fact that- those agencies provide educational services for
federalil-connected child7 without having a tax base, with respect to
those children, adequate providethem with these services.

The Impact Aid Program is the only non -categorical program of payments
6) local educational agencies. All other Federal elementary and second-
ary education programs,are designed and impleAented to carry out a
Federal policy affecting education; and therefore, have ,a Federal
purpose for which Federal funds are expended. The Impact Aid Program is
an.administrqively simp e piogram of payments designed 'to assist local
educational agencies in carrying out local pylicies which would, but for
those payments, be impaired by loss of revenue and the costs incurred as
the result of Federal activities.

4I

7

-Specifically iQcluded in the Commission's mandate was the requirement
that the review and efaluation emphasize a cohOderation of: (,)) the
equity of the present funding *st-ructure of Public Law 874; ,(2) the
relative benefit of sistance for Impiict Aid under Public raw 874 in
view.of the increaglng costs of the program endthe limitation on the ti

A

YI
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.

availability of "funds: and (3) the ways in which districts
*
of local.,,'

educational agencies which are federally-impacted can best be assisted
in meeting their_educational,needs.* -,

- 'if 4f . ( ..
. '

.

Section 1015 'requires' that thetCommission prepare and submit to the
President and the Congress a report-on its review and evaluation,
togetherwith such recommendations as the Commission deems appropriate:
Such recommendations include recommendations for legislation relating to

.the authorizationauthorization tor, an unding of, thliimpaa Aid Program.

.Meetings of the Commis-sioht On Augu4t 15, 1979, the President _appointed
the ten. members and a chirman for the Commission. These ten members
were to include persons who are not fulltime employees of the Federal
Government and who are knowledgeable about )he problems of local educa-
tional- agencies in impacted areas, including State and local officials,
authorities on 'education, and the general public. An executive director
was designated with authority to prepare for-the First Meeting of the
Commission which the Chairman scheduled for September 28 and `29, 1579:
This directibn included the development of a'proposed Plan of Study.

proposed W.an of Study whic4 had two emphases: (l)-

capability which was to preparefor making recom-
series of special studies on each of the 4sillamg
and (2) a limited number of he ings designed 't1F.,
interested parties acid gather eVi ce upon which_
be based.

The staff devetbpedo
an in -house research

mendations through a
likely to be raised,
elicit the views of
recommendations'cOuld

The gener-al rationale of the Plea of Study was -that the Commission would
hold hearings and the research staff would develop policy papers based
on special stUdies of the issues; the Commission then would, develop
draft recommendations with a view toward developing a consensus on those
recommendations (:,,at lea*, narrowing the issues to those in actual
disagreemegt so they could be resolved in a deliberate and judicious
manner. There was some variance from this Plan of Stud however, its

inciples were f?llowed in the development of the draft report, adopted
in January, 1981.

The Commissibn held, ten business meetings and ten hearings--five of
which were plannedto coincide--as well as conducted extensive in-house
research. All meetings and hearings were open to the gublicand
adequate notification of each was given through the Federal Register.

At the First- Meeting, held in Washington, D.C.°, on September 28 and 29,
1979, the Commission' considered the proposed plant of Study, hired
permanent staff,, adopted a tentative budget, and agreed to meet in

Chicago, Illinois, on December 14, 1979, tq consider a revised Plan of
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§tudy. Staff was d irected ..to develop a revised Plan of Study with
greater emphasis on public hearings and site visits, to make a report on
propgsed Impact Aid .reforms', and to survey statistical data availagle to
the 64inission. Authority was,giVen to hire additional staff necessary
to prepare for the SecOnd Meeeiing:,

1"'

Additional research staff entered upon duty November.4,' 1179. This
staff was chosen purposely with no -bdckground in Impact Aid in order
that-the study temain as objective and unprejudiced as possible. The
new staff prepared a revised Plail of Study in accordance 'with the,
directions of the Commission. At the Second Meeting_ on December 14,
1979, the Commission considered, modified, a adoptedrthe revised Plan

.of Study.

At the Seventh Meeting in Washington, D.C., oSeptember 18 an 19,
1980, the Commission began ,adoptibn of preliminary recommendations, a
process that continued thpugh its Eighth Meeting in Washington,
on November 6 and 7, 194. At this November meeting,' the Executiye
Director reported that due to political events, funding would be insuf-
ficient to complete several special_ studies and other work as planned.
The Commission ,considered but deferred adoption of a report until its
Ninth Meeting, when th(detailsof the Commission's budget situation
could be ascertained.

0

On January 22, 1981, the staff of the Commission was notified, that
the Commission would suffer a reduction in expenses of more than 60
percent belOw its then current operating level--in spite of -the fact
that both the authorizing law and the continuing resolution provided
that the current level should be maintained,. This was particularly
difficult since the Commi'ssion had not contracted out any of the study
and had relied upon' an adequate, law-paid staff*of temporary Federal
employees to conduct the study. As a result, more than two-thirds of
the staff was dismissed and the Commission turned to concluding its
affairs.

Concl sion of the C on. The Commission held its Ninth Meeting on
January 29 and 30, ,which the draft final report was adopted, in
substance, pending i aal approval atIthe Tenth Meeting. Jae report
now contained in large Part the bulk of the Commission's nebearch and
recommendations. The Commission also adopted a resolgtion regarding the
manner in which ;t would. conclude its affairs:

)

1) staff was direCted to submit a copy of the dr)aft report the
Education Department and the Office of ManageMent at1d3udget fo their
comments, with courtesy copies submitted to apprOpriate congressional
committee staff;



...,

.3111. ji.2) a meeting scheduled for 16 and 17., al, to consider any
comments receiv and to 4dopt the final report;

i

3) ptoceddres for selecting a subcommittee of the, Comiiission for
presentation to the Congress and the- public were ,deteAtiried; and IV

\...-'4) staff was directed to determine whether -any congressional commit-
'tees desired a hearing.

.* .

, * 1 .

For the remainder of. its time, the Commission was available to answer
any requests by the Congress, including preparatioris for any further
hearings, if necessary.,

The,Plan of Study ....- i.

The Plan of Study,' as adopted by the Commission on December14, 1979,
was to be conducted in the context of three major areas that fell within

_and paralleled theman4abes given the Commission by the Congress:
.,

1) The Equity of the Present Funding Structure.
. Special 'studies in

this area were td address the questions of how the Fedeial Government
burdens localities and whether compensation under Impact Aid for that
burden is adequate and fairly distributed.

2) The Relative Benefit of Impact Aid Assistance. This mandate was
puzzling because the law did not state whet the Commission was to

4wbompare in order to reach the "relative benefit" of Impact Aid. For
exam e, wen, the benefits arising from assistance to local education-
al agencies serving children residing on Indian Ands to be compared
with the benefits

*

arising from those agencies serving children resid-
ing in low-rent public n4using? If so, whose benefit was the Commis-
sion to `consider- -the Federal Government's? The local educational
agency's? The - children's? It was more likely a comparison of Impact
Aid to other programs with similar bericfits was intended.'

3) The Best Means of Assisting Federally Impacted School Districts
Meet Educational "Needs. Issues under this mandate were considered in
light of the propriety of basing Impact Aid payments)on the educationr
.al needs of federally- connected children rather than the amount it ip
assumed a focality would have contributed for the education of a
federally-connected child if tax revenues had not *been reduced by
Federal activities.

. .

A series of special studies were planned to cover these three mandates.
These special studies 'fell into threebroad categories: school finance,
educational needs, and economic impact. For example, a school finance



study .upder the equity islue would be "State and local sources of
revenue"; an educational needs study under equity would be "compliance
with Federal laws and 'regulations* (such as mandated bilingual and
handicapped 4phildren's education); and an economic impact issue under
-equi,ty would be

.

"eligibility.' "' These special studies would constitute
the in-house research,of the Commission..

-In addition, ten hearings and five site visits were planned and conduct-
ed. .ten hearAgs,cbvered all tegions" of the United State's and
ipcluded)sub'jecta,of special interest: for example, a hearing at Window
Rock Arizona,, was, specifically to hear Indian concerns. For each
-,eathlg, superintendents of. local educational agencies; nationalw and
regional issociatiOds,,Pederal agencies, and all interested parties were
invited to testify. -The site visits provided the Commission an opportu-
nity to view firsthand federally-affected districts that receive Impact
Aid. These hear, ngs and site'visits constituted the second emphasis of
the Plan of Study.'

,Variance from the Plan of Study

Repoxt. On March 31, 1980; the C o mmission received a request
from the"Waiiman of -the Senate Appropgiatione Committee to submit an
interim reportito the Congress. On Iptil 1, 1980, the Commis,pion
received a similar. request fiom the.Chaidan of the House Education and
Labor CommitVe.

..The Commission; under the Plan of Study, had not achedUled itself
to make policy deciiions'at that time nor even to have a meeting at
which such a report could be adopted. However, under the Plan of Study,
a hearing had been schedujed for April 22, 1980, in San Francisco;;a
call for a coinciding business meting was immediately placed in the
Federal'Register at the direction of the Commission's Chairman. Uncer-
tain whether i.decigion regarding policy could be reached in such a
Short time, a meeting was also=: lied to coincide with the _Commission'S.
next hearing, to be held in Mont4omery, Alabama, on May 1, 1980.

At the Third Meetiotkon April 22, 1980, the Commission adopted an
Interim Report.(With Supplemental Documentation to follow) which,
although it did not oVain recommendations, contained general policy
findings that would conotitste guidelines for recommendations. Atthe
Fouttfi Meeting on, May 1, 1980, the Supplemental Documentation was
adopted. 04

Econdlib Impact Study. ,The original Plan of Study did not anticipate
that an economic 'impact study could be conducted so thoroughly, nor that
an economic impact model could be developed so,quickly that was theoret-
ically sound when applied on a case study baiis. The study involved

ti
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examining the contention that there isva net economic benefit to locali-
ties from Federal activities. This examination took two forms: (1) a

review of studies made by the Defense Department on the economic effects
of base closings; and (.2).case stuties'on the effect of Federal activi-
ties on the finances of local educational agencien-

/The Department of Defense studies indicated
communitiesc.are economically better staff after
are with the base in operation. From this
there is no net economic benefit to thope
activities.

that, in the long run,

a base or-lifting than they

it can be concluded that
communities from Federal

The Commission's economic impact model measured the effects of_militafy
installations on the finances of local. educational agencies, compared
with what would have been the case under alternative use of the instal-

4 lations' real propety, in four case studies. In each instance, the
result was that there was aoet fiscal burden On the local educational
agency resulting from the Federal activity; and in three of four cases--
Chambersburg, Pennsylvania, Bellevue, Nebraska, and Douglas, South
Dakota--the amount of the net burden was commensurate with the Impact
Aid entitlement for the affectet local educational agency in fiscal year
1979. In one case -- Pensacola, Florida--the Impact Aid entitlement
exceeded the net fiscal Nrden because, ip Florida, there are high State
payments to loc4ieducational agencies--which means the State takes on
part_of.the Federal burden.

Time constraints did not permita thorough use of this model, however
and budgetary limitations prevented the development of an aggregate

$ study model.

Againr time constraints and u getary considerations required a decision
sto complete theCommissiop's work with regard to the traditiOnal Impact
Aid Program, and not to sake on any new areas 'unless sufficient funds
could be found. On ttie basis of studies completed bi January 9, 1981,
the Commission found that sufficient information had been gathered and
analyses finished to merit the submission' of a report on the areas of
the- study sufficiently completed as to support recommendations. The
are off the study which were not so complete are as follows:

a comparision of the reAtive benefits of Titlel of the Elem tary
and Secondary Education Act of 1965 with those of payments ba ed on
entitlements under the Impact Aid Program which arise from lo rent
public housing property;

2) the study of the impact of Federal pqlicies and activities (other
than those which are connected with Federal propertyron local educe-

/
tional agencies; el
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3) the relationshio/between Impact Aid payments and State programs of
financing public education; and

. 4) the disaster relief provisions of egiSting law.

Most of ehese questions are dealt with by recommendations to the Con-
gress that it continue to examine these areas-

Review and Evaluition by the Commission

....
At its beginning, the Commission was mindful thit prior to 195b, the
Federal Government had no established policy for educating depeadeKts oi_
its employees. Instead,. various Federal agencies, made ad hoc attempts

, to educate their employees' children. In many cases, federally-'-connect-
ed Children were afforded no opportimity to aftend public school at
all.

TheLwar Department was the first Federtl agency to 4ecognize the need
for public schbols for its employees and to apprise the Congress of that
need: In 1821, the Congress enacted into law regulations, providing'for
a system of public schools for military dependents; this system remained
in effect,.with minor changes for the next 100 years.

By the 1930's, nearly every Federal agency provided for dependents of
its employees in its own manner, performing similar services with
consideyable over14)ping. The need' for consolidation of administra-
tive authority over education, activities serving the same purp6se was
evidedt.

With the advent of Wor'ld'War II and the vistt number of families moving
to defense production and military install ions, fthe Congress provided
for federally,owned "war housing" and schools with passage of the Lanham
Act in 1940, and subsequent amendments to that Act.

In the early years folpwing the war, the need was recognized fon
continued 'funding of thoSe schools that had received assistance during
the:war. e islation passed in 1948 recognized that large num ers, of
children ng on tax-free government reserAtions constituted a-
continuing blem for some local educational -agencies for which the
Federal Govern ant had some responsibility.

Up to and includ -the Eighty-first Congress, many comprehensive policy
proposals were int oduced that authorized pgyments to local educational
agencies to provide' education for federally-Connectedtchildren. The
House Committee on Education and Labor decided to study 6he matter prior
to approving any of the proposed permanent legislation. The Committee



held hearings and condIcted.field investigAions at which over 42
States and nearly three-fourths of federally-affected districts were
reKesented. 1 4'

The Comgittee found thAt "(w) ithout conti&led Federal help, more thanl
1.8 million childfen in these federally-affected areas (would] not
receive normal school services....The U.S. has become an industrialist,
landlord, or a'businessman in many communities" by owning and using land
within. those communities. However, since the land is\tax-exempt, the
Federal Government has not; accepted "the responsibility"of the normal
citizen in a community" to meet.its financial obligation to Support
public schools under the existing school finance laws of the States.

With the outbreak of the Korean conflict in June, 1950p.and the result-
ant military buildup, the Congress enacted two bills--P blic Law 815 (on
September 23) and Public Law 874 (September 30)--as evice for Federal
compliance with the obligation of landowners and ilployers to support
public education.

Evidencoa Gathered through the Commission's Bearings. During the course
of its ten hearings, the Commission heard from 412 witnesses represent-
ing the 50 States and Guam, many Federal departments and agencies?
national and regional associations, and interested persons. Official
transcripts of thcAe hearings comprise over 3,000 pages. Written state-,
ments submitted for the record total nearly the name amount.

The task of summarizing thai testimony was not a small one. Muchof the
information presented by local educational agencies regarding the nature
and extent'lf the Federal presence in their communities was irreducible
and not generaUeed easily without sacrificing accuracy. However, the
scope and the "sense" of.testimony presented cag be organized around the
following:

1) views, on the proposal of
Aid in fiscal ye4r 1981;

he Education Department/to' reduce Impact

2) tke tax effort made by local educational agencies to finance their
operations, including costs imposed by the FederalGovernment;,

3) the nature and extent of the burden imposed,by the Federal presence;

. ,
4) additional Federal impacts for which the*Aderal Government does
not compensate local educational agencies;

1

11"1
5) the need for other, possibly more comprehensive payments in -lieu of
taxes to replace or supplement Impact Aid;



g
6) 'revenues lost because alternative use cannot be made of the feder-
ally -owned property;

;4

1

C
').the economic impact of the Federal presence;

8) the Federal obligation to compenslAte for the impact Of the Federal
presence as currently covered by D /"/" rdW 874; and

9) the special educational needs of federally-Connected children.

. r

In, summary, local educational agencies expressed disbelief and grave
concern over' the Administration's proposal to reduce ,Impact Aid pay-.

ments, especially in light' of the fact that it is such an administra-
t.iVely efficient and well-justified plogram: The Commission was told
virtually no loss is absorbed ea4ly, and that many localities were
already taxing at their State legal limit. Results if such a reduction
were to occur ranged from laying off teachers--thus increasing class
size--school closure, and reducing programs and services to refusing to
educate federally-connected children or chancing district boundaries so
as to exclude a Federal installation. w

/1
14oreover, the Federal Government imposes burdens-'-bevond'the traditions
"revenue" and "service" burdens--that are not covered under Public Law
874, such as the cost of complying with sdoh mandates as the education
of all handicapped children and the prov'sion of bilingual education.

.. ..

Theie are costs involved with tra on in sparsely_populated
areas, and in transporting special-ne children to facil4ies that can
ascommodate them. A military installat on has greater impact 14,eyond the
mere presence of federally-connected hildren, such as ithe costs of
diagnostic testing, special teachers, and program coor inators,inators, even

t
more- necessary for the child whose family is transfer,re

°
often. Local

educational agencies testified that the presence of undotumentec aliens
and refugees is the direct result of Federal policy. /Properties sur-
rounding Federal installations are highly restricted 1n their use and
field less tax revenue. Local educalional agencies testified as to
hese and other "hidden" burdens. \

Local educational agencies testified they would prefer a more comprehen-
Ove payment in-lieu of taxes program/ but such a concept is,difMtlt
to visualize beyond the level.of payments't6 local educational egency--
much less -so on a national level. Nearly all local_ educational agencies
stressed the and used .the term) "obligation" that the Federal Govern-
ment has to compensite for burdens it impoSes... In addition, military
dependents, .IIndian children, refugees and illegal aliens, and children
from low-rent-public housing all have special educational needs that
cost more. All local educational agincies:would prefer to be able to
levy taxes on federally-owned land. At best, most pcal educational
agencies could onl y 4--pr-tts-v-iestiratea as to how much revenue would
accrue to them if alternative use were made of the land.'

-

Ne.
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Though not within the CoMmission's. mandate for review and evaluation,
local eduCational agencies also testified regarding Public Law 815:
Section 10 of that law provides "for the constriaction of and repair of

4' urgently needed schocl....faci ities to house children residing on Federal
properties.... It 'should be noted that section 10 of, Public Law 815 is
permanent legislation and is only reviestable through the' appropriations
process , up Until 1967, Public Law 815 had
generally been funded fully. Since then, however, appropriations have
been insufficient to satisfy all entitlements. Fort Bragg in North'
C4olina,`alone, iK-$20 million behind in repairs and construction; $200
million is estimated to be necessary fdr repairs and construction for
all schools on Federal property.

b

cal educational agencies reiterate\d many times that they must use
Public 'Law 874 funds for construction instead of as general operating A
revenues. Representatives of school district's, particularly those with
military bases within their boundaries _or high Indian enrollment, have
urged the Commission recommend thaVublic Law 815 be funded fully.

I ,
School ,districts that experience rapid increases in enrollment due td,
transfer of military employees are hard-pressed to find space to accom7

1modate students. Many present section 10 buildings were built in the
.1950's and 1960's, and this 'now poses numerous pr-oblems:

1) they need extensive repairs;

2)., they are lacking in space and modern facilities;

.04

3) there is an increase in the number of families being placed in
on-base housing;'and

4)' children are in excess of the rated capacity of these buildings,
leading to (a)- split schooling eifts of reduced hours (morning /after-
noon) -;,and (b) requiring locating students in World war II wooden,
dilapidated, inferior buildings.

The

for
only witness to testify in favor of the AaMindstration's proposal
reducing the Impact Aid PrOgram was the Education Department, argu-

ing that Impact Aid should be4Cut becap%e it overcompensates localities
that enjoy a net economic benefit from Federal installations. Based on
the argument-that communities actively seek Federal installations, the
Education Dep4ment-concluded Federal activities myrt be considered an%

k economic plus. 'Further,. the Education Department argued that if local
educational agencies have not been able to tax the influx of wealth such
as additional payroll aid corporate profits flowing from Federal activi-

. ties,,it is because o . ineffective State.and loc 1 education financing A
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systems and not tht responsibility of the Federal Government. In
addition, the Government must Consider budgetary constraints and set
priorities among etiuca4on 'programs--Impact Aid not being high on the
list. None of this evidence was borne out, either through the hearings
or the Commission's research.

.

In addition, -the Commission heard tettimony from the Departments of
State, Defense,- and_Housing and Urban Development, as well as received
evidence from the Department o5. Justice. This testimony and evidence
indicated that the Department of-Education was the only Department in
the Executive Branch which favors reductions in 'he Impact Aid Program.
Morever, there is substantial evidence to show that the Departments of
Ebucation and Housing and Urban Development were in disagreement about
whether low-rent public housing property should b:fis included as "Federal
property". the Impact Aid Program. In addition, there is evidence
that while,the Education Department was recommending cuts in Impact Aid,
other officials were proiising Impact Aid for refugees.

a
Research of the Commission Staff. The Commission operated under the
mandate given it by the Congress; specifically, that it study: (1) the

requity, of the present funding structure; (2) the relative benefit of
ImpactAAid assistance; and (3). the best meahs.of assisting federally
impacted looal educational agencies to meet educational needs.

The Plan of Study provided that Bach of ehe questions -likely to be_
raised during the course of the Comission's work would be arranged
around theseissuesand would be the subject of a special stddy. These
special studies would then form thA basis for recommendations. Evidence
for use in those studies would home through in-house resbarch and the
series of hearings;

Underlying the' special 'studies and the evidence gathered through the
hearings were 4,undamental questions regarding the Impact Aid Program
that, when ant,Tered, led to the -Corpmission's policy regarding the
program:

1) What are the historical and legal princip4les upon which the program
-has been based?

1* .,
4

2) How does the prigram fit into the general scheme for financing
public schoolvand how should federally-affected schools be financed
144,1 that scheme? 1

1 i

3) Igthere to net f iscal burden upon local educationa'l a ncies,
resulting from Federal activities? and

-8i

1



4) What are the eduCational needs of federally-connected children and
how 'should those needs be'met?

In seeking the answers to these broadAuestions and; as a matter of
consequence, deducing a basic policy approach tow.l,rd the Impact, Aid
Program, it was "determined that findings and recomiendations could be
reached best through answering questions specifically geared toward the
Impact Aid Program that have been raised by its supporters and detrac-
tbrs. These-basic policy qued- ns were as follows:

1) Should the Impact Aid PrOgrii be continued?

Should there be basic changes in the Impact A' Program?

3) How should the term "Federal property" be ddfined?

4) What is the obligation of the Federal Governmen(with
the education of children connected with Federal property?

5) Should local educational agencied4ducpting children' in attendance
at public schools by reason of Federal lea or activities be compensat-
ed therefor?

6) Which local edpcational agencies should be eligible for, Impact Aid
payments?

4

respect to

7) What 'should be the amodnt'of compensation?

8) How should funds be allocated among local 4ducational agencies when
appropriations are insufficient to satisfy.a1,1 entitlements?

9) Shduld he States take Impact, Aid payments into consideration in.
their State aid programs?

All of these issues' were raised in research' and through the hearings.
At the Commission's Ninth Meeting on January 29 and 30, 1981, final
findings and recommendations,regarding each of these questions were
adopted in substance, pendipg final approval.

In opposition to the program, the following'contentions were advanced:
/---

the Impact Aid Program overpays local educationil agencies, in
hat entitlements are greater than the financial burden placed upon

'them by Federal activities;

(2) in most instance§ the economic benefits of Federal activi es to
localities compensate for the burden placed upon them by those activi-
ties; and

f
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(3) if those benefits are not available ei) local educational agencies,.
it is the result of ineffective Etate.and loofl educationa' financing
systems.

Congress did not place the question of the' adequacy of school 'finance
laws within the scope of oyr mandate.

Regarding!' the contentions that the entitlements overcompensate for
Federal burden and the economic benefits from Federal activities, the
Commission conducted hearings and research to determine their validity.
The original premises upon which the program was based wereexamined:

(1) that Federal immunity from State and local taxation deprives local
educational` agencies Of necessary revenues;

4) that, under the laws of the States, the owners and users of Teal
property have an obligation to support public educatic and

_

(3) that the Federal Government should asAist local educational
agencies in prOvidings,education for federallyonnected children.

The law regarding-Fedeial immunity from State and tocal taxation, undor.
the Supremacy Clause of the Constitution., has been reviewed and, even
though finer -distinctions have been drain, AlloWing more taxation of
private interests 'in Fedefal property, the doctrine of immunity still
stands and depriVes local educational agencies.of_revenues. A factor in .

limiting the broad coverage of that doctrine had been a rec nition, on
the part of the courts, that Federal immunity must be bal need agains%k
the need of local governments for revenues. Even thbug there is a
considerable body of opinion that such balancing should be carried out
through the political branches of the Government, the Supreme Court has
recently decided that there Is a limit on the power .of.the Federal
Government when the federal system f government is threatened by the
exercise of otherwise valid powers f the National. Government. When
:that-limit has been exceeded and th Congress has not protected the
interests of the States 'and their subdivisions, the courts have imposed
the limitation. The Impact Aid Program is one means by which the Con-
gress may protect the States and their subdivisiohs from the Otherwise
valid exercise of power by the Federal Government.

There 'have been significant changes in State laws regarding school
,finance, with a trend .toward. a greater share of the cost of education
and less reliance upon real property taxes for the support of-eddcation.
These changes, however, have not been so substantial as to change great-
ly the patterns in school finance inp, which Impact Aid was designed to
fit or as to merit substantial altation of the program as it relates
to the financing of public. sChools.
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The Federal Government has a long-standing interest in the education of
federally-connected, children and has, over the years, recognized an
obligation for their education., On the basis of that, interest and
obligation; the Federal Government should assist local fovernments whiCh
provide education for those craidren, in that the cost of their educe-
tion constitutes'a burden on those local educational agencies.

There is no evidence'to suppoft the contention that there are net fiscal
benefits to local educational agencies arising from Federal activities.
On the contrary, in- the case studies conducted by the Commission, the
net fiscal burden is .generally commensurate with the amounts' to which
the local eduCational agencies studied are#entitled under section 3 of
.Public Law 874.

From this evidence the eommission has concluded that, Linder the federal
system of government, there is in obligation on the part of the Federal
Government to mitigate the adverse effects of Federal activities on
local educational agencies and-that, even though other means of doing so
may be possible, a program similar to that authOrized by Public Law 874
'is necessary.

4)
RECOMMENDATIONS OF THE COMMISSION

The Commission on the /Review of the Fede41 Impact Aid Program, under
its mandate given by the Congress, is required to review and evaluate
the administration and operation of the program authorized by Public Law
874, Eighty-firstliCongreSs and report on that review-and evaluation to
the Congress. That reportis to include such recommendations,as the
Commission deems appropriate, The recdmmendations of the Commis (ion are
as follows:

THE COMMISSION, HAVING GATHERED EVIDENCE ON THE ADMINISTRATION AND
OPERATION OF THE IMPACT Ap PROGRAM, HAVING EVALUATED AND ASSESSED-THAT-
EVIDENCE, AND HAVING MADE POLICY FINDINGS BASED ON THAT EVIDENCE, MAKES
SUCH RECOMMENDATIONS AS DO FOLLOW IN THIS CHAPTER,

I. SHOULD THE IMPACT AID PROGRAM BE CONTINUED?

The Commission recommends

o
THAT THE IMPACT AID PROGRAM AUTHOBIZEDPUBLIC LAW 874, EIGHTY -FIRST
CONGRESS, BE CONTINUED.°

40'
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4II. SHOULD THERE BE BASIC CHANGES IN THE IMPACT AID PROGRAM?

The Commission recommend10.--

A. ADEQUATE '61/EL OF EDUCATION FOR FEDERALLY1CONNECTED CHILDREN

(1) THAT PUBLIC LAW 874, EIGHTY -FIRST CONGRESS, BE MODIFIED TO STATE
THAT THE FEDERAL GOVERNMENT HAS AN OBLIGATION WITH RESPECT TO THE /
EDUCATION OF FEDERALLY -CONNECTED4CHILDREN; AND.

(2) THAT THE OBLIGATION OF THE FEDERAL GOVERNMENT WITH RESPECT TO1THE
EDUCATION OF FEDERALLY-CONNECTED CHILDREN BE TAKEN INTO CONSIDERATION
IN DETERMINING THE AMOUNTS TO WHICH LOCAI:,EDUCATIONAL AGENCIES ARE
ENTITLED UNDER*?UBLIC*LAW 874 BY USING AN ADEQUATE LEVEL OF EDUCATION
AS A STANDARD.

B. DETERMINATION OF THE NET FISCAL BURDEN PLACED UPON LOCAL EDUCATIONAL
AGENCIES BY FEDERAL ACTIVITIES

(1) 'HAT THE EDUCATION DEPARTMENT DEVELOP AND USE A ME TO DETER-
MINE, ON AN OBJECTIVE BASIS, THE NET FISCAL BURDEN PLACE UPON LOCAL
EDUCATIONAL AGENCIES BY FEDERAL ACTIVITIES; AND

(2) THAT PUBLIC LAW 874 BE MODIFIED SO THAT THE AMOUNTS TO WHItli.I.ACAL
EDUCATIONAL AGENCIES AR) ENTITLED CAN BEADJUSTED IN CASES WHERE,THE
NET FISCAL BURDEN ROACED UPON LOCAL EDUCATIONAL' AGENCIES VARIES
SUBSTANTIALLY FROM THAT TO WHICH THOSE LOCAL EDUCATIONAL AGENCIES=
WOULD OTHERWISE BE ENTITLED UNDER THAT LAW.

r
III. HOW SHOULD THE TERM "FEDERAL PROPERTY" BE DEFPNED?

The Commission recommends - --
4 1,

4,
,

THAT THE TERM "FEDERAL PROPERTY" BE DEFINED AS ANY REAL PROPERTY IN ANY
SPATE WHICH IS NOT SUBJECT TO TCATION BY THAT STATE OR ANY POLITICAL
SUBDIVISION THEREOF BY REASOWOF FEDERAL LAW.

4.4

For the purposes of this recommendation, the amount necessary to
prollide an adequate level of education is defined as "the greater of
the State average 'per-pupil expenditure or the national average
per,- 'pupil expenditure."



-XX -

IV. WHAT IS THE OBLIGATION OF THE FEDERAL GOVERNMENT WITH RESPECT TO THE
EDUCATION OF CHILDREN CONNECTEIWITH*FEDERAL PROPERTY?

The Commission recommends -=

(1) THAT T H E FEDERAL GOVERNMENT EXPRESSLY RECOGNIZE ITS OBLIGATION TO
PROVIDE AN ADEQUATE 4EVEL OF EDUCATION FOR CHILDREN RESIDING ON
FEDERAL PROPERTY OR RESIDING WITH A 'PARENT WORKING ON FEDERAL PROPERTY
BY AMENDINGTHE LAW DECLARING SUCH AN OBLIGATION, AND THAT THE FEDERAL
GOVERNMENT HAS A SPECIIAL OBLIGATION WITH RESPECT TO CHILDREN WHO BOTH
RESIDE ON AND RESIDE WITH A PARENT EMPLOYED ON FEDERAL PROPERTY;

(2)

(a) THE CONGRESS.RECOGNIZE TIT THE UNITED STATES HAS A SPECIAL
AND UNIQUE OBLIGATION WITH SPECT TO THE EDUCATION OF INDIAN
CHILDREN WHICH ARISES FROM TREATIES BETWEEN THE UNITED STATES AND
INDIAN TRIBES AND THAT THE IMPACT AID PROGRAM IS ONE OF SEVERAL
MEANS BY.WHICH THE UNITED STATES CAN, IN PART, SATISFY THAT
OBLIGATION;

(b) THE EDUCATION OF INDIAN CHILDRERBE AVAILABLE IN SUCH A FORM
AND IN SUCH A MANNER AS WILL ENABLE THEM BOTH TO PERPETUATE THEIR
EXISTENCE AS INDIAN PEOPLE AND TO FUNCTION 'EFFECTIVELY IN THE
MAJORITY SOCIETY AND THAT DECISIONS REGARDING THE CONDUCT OF THEIR
EDUCATION SHOULD BE MADE BY THEIR PARENTS AND THE TRIBES OF WHICH
THEY ARE MEMBERS; ANP

(c) TO THE EXTENT THAT THE EDUCAT]ON OF INDIAN CHILDREN IS CARRIED
OUT THROUGH LOCAL EDUCATIONAL AGENCIES, AS DETERMINED BY THEIR
PARENTS ApiiiTHE TRIBES OF WHICH THEY ARE MEMBERS, THESE CHILDREN
SHOULD HA HE; FULL RIGHTS OF CITIZENS UNDER THE EDUCATION-LAWS
OF THE STATES, AS WELL AS-THE BENEFITS WHICH ACCRUE TO THEM UNDER
THE TREATIES OF THE UNITED STATES, AND THAT THE IMPACT AID PROGRAM
BE SPECIFICALLY DESIGNED a10 ACCOMMODATE THOSE RIGHTS.AND PROVIDE,
IN.PART,,THOSE BENEFITS;

(3) THAT THE LAW MAKE PROVISIONS FOR INSURING THAT LOCAL EDUCATION
-AGENCIES' WFH,HEAVILY IMPACTED SCHOOL DISTRICTS MAINTAIN THEIR
OF EDUCATION SERVICES;

(41 THAT THE FEDERAL-OBLIGATION BE IMPLEMENTED, BY PROVIDING THAT LOCAL
..EDUCATIONAL- AGENCIES BE COMPENSATED AT THE RAT OF PAYMIGeHALF THE
LOCAL SHARE OF THE COST OF EDUCATION PER CHILD FOR EACH CHILD RESIDING
ON FEDERAL,, RROPERTt AND HALL' OF THE LOCAL SHARE FOR THOSE WHOSE
PARENTS ARE EMPLOYED THEREON;

sk-

(5) THAT FEDERALLY-OPERATED SCHOOLS BE MAINTAINED AS THEY. ktESENTLY
EXIST.
age

4
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V. SHOULD LOCAL EDUCATIONAL AGENCIES EDUCATING CHILDREN IN ATTENDANCE AT
a PUBLIC SCHOOLS BY REASON OF FEDERAL LAW OR ACTIVITIEa BE COMPENSATED

THEREFOER

1140 Commission recommends --

(1) THAT

0(a) .THE LAW BE MODIFIED TO PROVIDE FOR SPECIAL PROVISION FOR
PAYMENTS TO LOCAL EllliCATIO14AL AGENCIES FOR THE EDUCATION OF
CHILDREN.OF DOCUMENTED 1LIENS (REFUGEES);

(b) SINCE THE FULL SCOPE AND NATURE OF THE'PROBLEMS OF PROVIDING
THOSE CHILDREN WITH ADEQUATE EDUCATIONAL SERVICES IS NOT YET
KNOWN, SUCH MODIFICATION BE IMMEDIATE, BUT OF A TEMPORARY NATURE
AND PROVIDE THAT ANY LOCAL EDUCATIONAL AGENCY PROVIDING FREE
PUBLIC EDUCATION &OR AT LEAST TEN SUCH CHILDREN DURING THE FIRST
TWO YEARS AFTER THEIR ENTRY BE COMPENSATED FOR THE COST OF THAT
EDUCATION;

,J
(c ) THE CONGRESS EXAMINE THOSE PROBLEMS IN ORDER TO DETERMINE
THEIR NATURE -AND SCOPE AND DEVELOP A MEANS OF SOLVING THEM;

(2) THAT, SINCE THE LEGAL OBLIGATIONS OF THE STATES WITH RESPECT TO
THE EDUCATION OF UNDOCUMENTED ALIENS ARE NOT YET DETERMINED AND THE
DEGREE TOWH;CH THE PROVISION OF. THAT EDUCATION IS A RESPONSIBILITY OF
THE STATES HAS NOT YET BEEN DETERMINED AND CAN BE DETERMINED ONLY WITH
FURTHER'STUDY, THE CONGRESS CONDUCT A THOROUGH EXAMINATION OF THESE
PROBLEMS IN-ORDER TO DETERMINE THEIR NATURE AND SCOPE AND DEVELOP A
MEANS OF SOLVING THEM; AND

(3) *THAT, SINCE THE" COSTS INCURRED BY LOCAL EDUCATIONAL AGENCIES IN
COMPLYING WITH FEDERAL LAWS AND REGULATIONS REGARDING EQUALITY OF
EDUCATIONAL OPPORTUNITY INVOLVE MANY ISSUES BEYOND THE SCOPE OF THE
*MANDATE OF THE, COMMISSION, THE CONGRESS 'EXPLORE THE FEASIBILITY OF
CONDUCTING SUCH A STUDY..

w

WHICH LOCAL EDUCATIONAL AGENCIES SHOULD BE ELIGIBLE FOR' IMPACT AID
PAYMENTS? '

A
4 4

The Commission recommends --

THAT THE ELIGIBLITY REQUIREMENTS BE RETAINED AS THEY EXIST IN CURRENT
LAW.



VII. WHAT SHOULD BE THE AMOUNT OF COMPENSATION?.

The'Commission recommends --

(i) THAT, PENDING THE DEVELOPMENT OF A METHOD OF DETERMINING A MORE
PRECISE MEASURE OF THE FEDERAL BURDEN PLACED UPON LOCAL EDUCATIONAL
AGENOIES, THE AMOUNT OF000MPENSATION TO WHICH LOCAL EDUCATIONAL
AGENCIESARE ENTITLED BE COMPUTED, WITH RESPECT TO CHILDREN CONNECTED
WITH1FEDERAL PROPERTY, AS FOLLOWS:

ta) LoCAL EDUCATIONAL AGENCIES, WOULD BE COMPENSATED ON THE BASIS OF
s. A "FEDERAL CONTRIBUTION RATE" (FCRi, FOR EACH SUCH CHILD IN ATTEND-

ANCE AT ITS SCHOOLS.

(b) EACH LOCAL EDUCATIONAL AGENCY WOULD BE ENTITLED TO A PAYMENT FOR
EACH CHILD RESIDING ON FEDERAL PROPERTY EQUAL ,TO 50 PERCENT OF THE
FCR.

.

(C) EACH LOCAL EDUCATIONAL AGENCY WOULD BE ENTITLED TO A PAYMENT FOR
EACH CHILD RESIDING WITH A PARENT EMPLOYED ON FEDERAL PROPERTY
TO 50 PERCENT OF THE FCR.

(d) THE FCR FOR ANY LOCAL EDUCATIONAL AGENCY WOULD BE EQUAL THE
LOCAL SHARE PER CHILD OF THE COST OF EDUCATION FOR THAT AGENCY.

(e) THE LOCAL SHARE OF THE COST ,OF EDUCATION FOR ANY LOCAL EDUCA-
TIONAL AGENCY WOULD BE EQUAL TO THE DIFFERENCE BETWEEN (1) THE
AMOUNT DETERMINED.TO BE NECESSARY TO PROVIDE AN ADEQUATE LEVEL OF
EDUCATION PER CHILD, IN THE SCHOOLS OF THAT AGENCY AND (2) THE
CONTRIBUTION PER CHILD BY THE STATE IN WHICH THAT AGENCY IS LOCATED
FOR THE MAINTENANCE AND OPERATION OF ITS SCHOOL.

(f) THE FCR FOR ANY LOCAL EDUCATIONAL AGENCY WOULD NOT BE LESS THAN
50 PERCENT OF THE AVERAGE PER-PUPIL EXPENDITURE IN THE STATE IN
WHICH IT IS LOCATED.

(g) THE AMOUNT NECESSARY TO PROVIDE AN ADEQUATE LEVEL OF EDUCATION
PER CHILD IN THE SCHOOLS OF A LOCAL EDUCATIONAL AGENCY WOULD BE THE
GREATER OF THE STATE AVERAGE PER-PUPIL EXPENDITURE OR THE NATIONAL
AVERAGE PER-PUPIL EXPENDITURE.

(2).! THAT,. IN CASES WHERE THE HILDREN RESIDING ON, OR WHERE THE
CHILDREN OF. PARENTS EMPLOYED ON FEDERAL PROPERTY HAVE EDUCATIONAL
NEEDS WHICH ARE SO SUBSTANTIALLY DIFFERENT FROM THE GENERAL EDUCATION-
AL NEEDS OF CHILDREN IN THE STATE OR IN THE NATION AS TO REQUIRE AN
EXPENDITURE OF GREATER THAN THE AVERAGE PER-PUPIL EXPENDITURE IN ORDER
TO MEET THOSE NEEDS, PROVISION BE MADE FOR ADJUSTING THE AMOUNT
NECESSARY THEREFOR ACCORDINGLY;

yt
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(3) THAT

(a) IN,A CASE WHERE THE EXTENT OF FEDERAL PROPERTY IS SO GREAT AS
TO IMPAIR THE ABILITY OF A LOCAL EDUCATIONAL AGENCY TO PROVIDE AN
ADEQUATE LEVEL OF EDUCATION FOR THE CHILDREN IN ATTENDANCE AT ITt
SCHOOLS UNDER THE LAWS OF THE STATE, THE AMOUNT OF THE ENT'ITLEMENT
OF THAT AGENCY BE DETERMINED IN ACCORDANCE WITH CRITERIA DESIGNED
TO INSURE THAT SUFFICIENT F&NDS#ARE AVAILABLE TO ENABLE SUCH
AGENCY TO PROVIDE SUCH A LEVEL O EDUCATION FOR THOSE CHILDREN;
AND 41

(b) IF THE AREA 04kFEDERAL PROPERTY IN THE SCHOOL DISTRICT OF A
LOCAL EDUCATIONAL AGENCY CONSTITUTES AT LEAST TEN PERCENT OF THE
TOTAL AREA OF SUCH DISTRICT, AND IF THAT PROPERTY aAs BEEN SUBJECT
TO STATE AND. LOCAL TAXATION AND HAS BEEN EXEMPTED FROM STATE OR
LOCAL TAXATION BY FEDERAL ACQUISITION OR OPERATION OF FEDERAL LAW,
A REBUTTABLE PRESUMPTION SHALL LIE IN FAVOR OF A DETERMINATION.
THAT T1E ABILITY OF THAT AGENCY TO PROVIDE AN ADEQUATE LEVEL OF
EDUCATION IS,IMPAIRED;

(4) THAT

(a) IN A CASE WHERE THE NUMBER OF FEDERALLYCONNECTED CHILDREN IN
ATTENDANCE AT THE SCHOOL OF A LOCAL EDUCATIONAL AGENCY CONSTITUTES
SUCH A HIGH PERCENTAGE OF'THE TOTAL NUMBER OF CHILDREN IN ATTEND
ANCE AT ITS SCHOOLS THAT THE AMOUNT TO WHICH THAT AGENCY WOULD BE
ENTITLED UNDER RECOMMENDATION (1) WOULD BE INSUFFICIENT TO PROVIDE_
AN ADEQUATE LEVEL OF EDUCATION FOR THOSE CHILDREN, THE AMOUNT OF
THE ENTITLEMENT FOR THAT AGENCY BE DETERMINED IN ACCORDANCE WITH
CRITERIA DESIGNED TO INSURE THAT SUFFICIENT FUNDS ARE AVAILABLE TO
ENABLE SUCH AGENCY TO PROVIDE SUM A LEVEL OF EDUCATION FOR THOSE
CHILDREN; AND

IF TMNUMBER OF CHILDREN WHO RESIDE ON-, AND RESIDE WITH A
EMPLOYED ON, ,TEDERAL PROPERTY ("A" CHILDREN) IN ATTENDANCE
SCHOOLS OF A2LOCKL EDUCATIONAL AGENCY CONSTITUTES AT LEAST

ERCENT OF THE TOTAL NUMBER OF CHILDREN IN SUCH SCHOOLS, OR IF
THE NUMBER OF FEDERALLYCONNECTED CHILDREN IN SUCH SCHOOL$-CON
STITUTES AT LEAST 25 PERCENT OF SUCH TOTAL NUMBER (COUNTING "B",
CHILDREN AS ONHALF), THAT AGENCY SHALL BE DEEMED TO HAVE SUCH A
HIGH PERCENTAGE OF FEDERALLYCONNECTED CHILDREN THAT ITS ENTITLE
MENT IS INSUFFICIENT;

4J

01 THAT THERE BE PROCEDURES FOR MAKING DETERMINATIONS CONCERNING THE
AMOUNTS 4VAILA111;oE TO LOCAL EDUCATIONAL AGENCIES RELATING TO THE
ADEQUACY OFI:THSPIEVEL OF EDUCATION AND THEIR:ENTITLEMENTS BE ESTAB
LISHED SO AS TO INSURE PRQPER ADMINISTRATIVE AND JUDICIAL REVIEW
THEREOF; AND



(6) THAT THE ENTITLEMENT OF EACH LOCAL EDUCATIONAL AGENCY BE REDUCED
BY.AN AMOUNT EQUAL TO THE AMOUNT SHAT IT RECEIVES IN PAYMENTS FROM
TAXABLE LEASEHOLD INTERESTS IN FEDERAL PROPERTY AND FROM PAYMENTS
IN-LIEU OF TAXES FROM THE FEDERAL GOVERNMENT.

0

VIII. HOW SHOULD FUNDS BE ALLOCATED AMONG LOCAL EDUCATIONAL AGENCIES
WHEN APPROPRIATIONS ARE INSUFFICIENT TO SATISFY ALL ENTITLEMENTS?

ti

The Commission recommends --

(1) THAT ALL ENTITLEMENTS UNDER THE IMPACT ma PROGRAM BE FUNDED
FULLY; AND

(2) THAT

ja) sligyLD CIR?bMSTANCES PROHIBIT FULL FUNDING OF ALL ENTITLEMENTS
FOR ANY FISCAL YEAR, THEN THOSE LOCAL EDUCATIONAL AGENCIES WITH
HEAVILY IMPACTED SCHOOL DISTRICTS BE GUARANTEED PAYMENT OF FULL,
ENTITLEMENTS FOR THAT YEAR, AND THE R4AINDER OF THE LOCAL EDUCA-
TIONAL AGENCIES BE PAID A PORTION OF THEIR ENTITLEMENTS ON A PRO
RATA BASIS, AND*,

111

(b) FOR THE PURPOSES OF THIS SECTION, THE TERM "HEAVILY IMPACTED
SCHOOL' DISTRICTS" BE DEFINED AS THOSE LOCAL EDUCATIONAL AGENCIES
WHICH HAVE BEEN DETERMINED EITHER (1) TO HAVE SCHOOL DISTRICTS IN
WHICH THE EXTENT OF FEDERAL PROPERTY IS SO SUBSTANTIAL AS TO
IMPAIR THE ABILITY OF THOSE AGENCIES TO PROVIDE AN ADEQUATE LEVEL
OF EDUCATION FOR THE CHILDREN IN ATTENDANCE AT THEIR SCHOOLS, OR
(2) TO HAVE IN_ ATTENDANCE AT THEIR SCHOOLS A PERCENTAGE OF
FEDERALLY-CONNECTED CHILDREN WHICH IS SO HIGH THAT FAILURE TO PAY
THE FULL ENTITLEMENT WOULD RESULT IN.THE CLOSURE OF THEIR SCHOOLS
OR SUBSTANTIAL REDUCTIONS IN THE LEVEL OF EDUCATION OFFERED TO THE
CHILDREN IN ATTENDANCE`-AT THEIR SCHOOLS. (FOR THE PURPOSES OF
THIS RECOMMENDATION, HEAVILY IMPACTED SCHOOL DISTRICTS ARE THOSE
FITTING WITHIN THE DETERMINATION MADE UNDER'RECOMMANDATIONS 3 AND
4 OF SECTION VII).

a. spout!) THE STATES TAKE IMPACT AID PAYMENTS INTO CONSIDERATION IN
THEIR STATE AID PROGRAMS?

The Commission-recommenass.- -

(1) THAT THE PROHIBITION AGAINST TAKING IMPACT AID PAYMENTS INTO 4

CONSIDERATION IN STATE AID TO LOCAL EDUCATIONAL AGENCIES BE CONTINUED;
THAT THE STATES MAY NOT REQUIRE OR MAY A LOCAL EDUCATIONAL AGENCY_
AGREE THAT LOCAL EDUCATIONAL AGENCIES SPEND IMPACT AID FUNDS FOR ANY
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STATE PURPOSE OR CONSIDER SUCH AN AMOUNT OF LOCALFUNDS FOR A STATE
PURPOSE,BASED UPON THE AMOUNT OF AN IMPACT AID PAYMENT TO LOCAL
EDUCATIONAL AGENCIES; AND THAT cENERAL PURPOSE UNITS OF GOVERNMENT
SHOULD ALSO BE PREVENTED From DIVERTING IMPACT AID PAYMMITS FROM
DEPENDENT SCHOOL DISTRICTS;

(2) THAT, NOTWITHSTANDING' sgE ?ROHIBITION IN RECQMMENDATION (1),

STATES WHICH HAVE IN-EFFECT PLANS OF STATE AID TO LOCAL EDUCATIONAL
AGENCIES WHICH ARE DESIGNED, TO EQUALIZE, AND HAVE THE EFFECT OF
EQUALIZING, AVERAGE PER-PUPIL EXPENDITURES AMONG SUCH AGENCIES, ARE TO
BE PERMITTED TO TAKE IMPACT AID PAYMENTS INTO CONSIDERATION IN DETER -
MINING4THE AMOUNT OF STATE AID TO AN AGENCY RECEIVING SUCH PAYMENTS
IF Fs--

cp.

(a) THE DISPARITY IN AVERAGE PER-PUPIL EXPENDITURES BY THE LOCAL
EDUCATIONAL AGENCY HAVING THE HIGHEST AVERAGE PER-PUPIL EXPENDITURE
IN THE, STATE DOES NOT EXCEED 110 PERCENT OF THAT HAVING THE LOWEST
AVERAGE PER-PUPIL EXPENDITURE IN THE STATE;

do'

. (b) THE AVERAGEPER-PgPIL EXPENDITURE IN THE STATE AT LEAST EQUALS
THE AVERAGE PER-PUPIL EXPENDITURE IN THE NATION;

. (c) THE EFFECT OF TAKING IMPACT AID PAYMENTS INTO CONSIDERATION
mpuLE NOT BE TO REDUCE THE AVERAGE PER-PUPIL EXPENDITURE BY THE
LOCAL EDUCATIONAL AGENCY TO A LEVEL LOWER THAN THE STATE AVERAGE
PER=PUPIL EXPENDITURE, AND

(d) 'THE AMOUNT OF SUCH PAYMENT TAKEN INTO CONSIDERATION MAY NOT
EXCEED 50 PERCENT THEREOF;

(3) THAT IN DETERMINING THE LOCAL EDUCATIONAL AGENCY HAVING THE
HIGHEST AVERAGE PER-PUPIL EXPENDITURE IN _A STATE, -ANA
AL AGENCY, WHICH (BECAUSE OF UNUSUAL CIRCUMSTANCES) HAS AN ,UNUSUALLY
HIGH AVERAGE PERPUPIL EXPENDITURE, MAY BE EXCLUDED, EXCEPT THAT THE
NUMBER OF LOCAL EDUCATIONAL AGENCIES SO EXCLUDED -IN ANY STATE MAY N
HAVE, IN THE AGGREGATE, AN AVERAGE:DAILY MEMBERSHIP EXCEEDING
PERCENT OF THE AVERAGE DAILY MEMBERSHIP OF ALL THE !pull., EDUCATIONAL
AGENCIES IN THE STATE; AND

(4) THAT THE PAYMENT TUANY LOCAL EDUCATIONAL AGENCY HAVING A HEAVILY
-IMPACTED SCHOOL DISTRICT. SHATE NOT BE TAKEN INTO CONSIDERATION.
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INTRODUCTION

The -Commission on the Review of the Federal Impact Aid Program was
established pursuant to section 1015 of the EduCation Amendments of 1978
(Publid Law 95-561) which was enacted Novembet 1, 1978. _e law pro-
Vided for a Commission, having ten members 'appointed by the President,
charged with the mandate that it review an evaluate the administration
and operation of the program authorized by PublicLaw 874, Eight -first
Contiress, commonly known as tfie "Impact Aid Program."

Specifically included in that mandate 'As the requirement that the
review and evaluation emphasize a consideration Of --

(1) the equity of the present funding sstruoture
Law 874,

of Public

(2) the relative benefit of ass nce for impact aid under
Public .Law 874 in view of he increasing costs of the
program and the limitation on the availability of funds,
and

(3) the waysin which districts of local educational agen-
cies which arejederally'-impacted can best be 'assisted in
meeting their easational needs.

As originally enacted, section 1015 required that the Commisaiontprepare
and submit, no later than December 1, 1979, to the President and the
Congress, 'a report on its review and evaluation, together with such

/ recomMenday.onp as the Commrssion deems appropriate. Such recommenda-
tions are to ;include recommendations for legislation relating to the

' authorization for.,)nd funding of, the Impact Aid Program. Subsequent
ublic Law 95-561, -the Congress enacted Public Law

96-46, which extended the time for the study 'and set the new reporting
date on Decembeel-, 1980, and Public Law 96-374, extended the reporting
date to September 3, 1981.

...3:41 members of ,the Commission were appointed/ by the President and. the
Commission began'its work on August 15, 1979. The membbrs so appointed
ate as follows:

Charlie kins, of Elizabethtown, Kentucky, superintendent of the
Hardin County Schools and State -ohairman of the Kentucky Impact Aid
Schodls brganizatifp

Polly taca-Barragan,' 0 Colorado State senator who serves on the board
of directors of the National Mexican-American Legal Defense and
Educational Fund and the National Rousing Assistaince Council;

Edward C. BolsItad, of Minneapolis, executive secretary of the Minne=
sota Federation of Teachers;

4
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Robert L. Chisholm, superintendent of schools for the Clover Park
School District in Tacoma, Washington, and a member of the board ofc
,directors of the Northwest Regional EdUcation Labora or-y;

ndow Rock
er educa-

Anselm G. Davis, Jr., assistant superintendent of
School District NO 8 in Fore Defiadce, Arizona, a
tion specialist with the Bureau of Indian Affairs;

Vranklin L. Lewis, a member of the Nebraska State Legislature and
former chairman of its Education Rommittee who has been a classroom
teacher;

Frank J. MacChiarola, chancellor of the New York City Public Schools
and a forotr pro,fessor of political science; ,

0 Barbara Roberts Mason, an executive director4of the Michigan Educa-
tion Association, president of the Michigan State Board of Education,
and former speech therapist;

Harold E. Rogers, Jr., a San Francisco attorney specializing in the
field of municipal law and finance (Chairman, designated by the
President);

Virginia Al red Stacey,...of San Antonio, Texas, a teacher in the
Lackland-In ndent School District and 1978-79 State president of
the Texas'State TeVdbeia Asgociation (Vice Chair, selected by the
Commission)..

The Commission held ten business meetings and ttn hearings, as well as
conducted in-house research. On the basis of study pompleted by January
9, 1981, the Commission found -that sufficient information had been
gathered and analyses finished to merit the submission of a report
on the areas,of the study so nearly completed as to support recom-
mendations. The areas of the study which were not so complete are as
follows:

(1) a comparison of the relative benefits of Title I of the Elementary
and Secondary Education Act of 1965 with tlase-of payments based on
entitlements under the Impact Aid Program which arise from low-rent

,public housing property;

(2) the study of the impact of,Federal policies and activities (other
than those which are connected with Federal prOperty) on local educa-
tAcal agencies;

(3) the relationship between Impact Aid payments and.Stlie programs of
financing public education; and I

(4) the disaster relief provisions Of existing law.



The. Commission acknowledges that this report is long on theoretical
analysis and short on statistical.data. The approach taken was esigned
to pIotidea-theoretical framework for the program based solely d i? n the
premises upon which the program was originally founded and an examina-
tion of the present validity of those' premises. The Commission is
cognizant of the fact that each facet of the program has deep-running
political implications which can be examined only with the use of
statistical and other data which either, support, or illustrate the
implications of, the recommendations made herein. Those data available
which give 4 contextual statement for this report are included. Those
illustrating the effect of the recommendations, were they_enactedc.are
not available because of limited funds for automatic data processing.

The Commission believes that having recommendations based on theory is
of value to the Congress, in that variances from the theoretical frame-
work of the recommendations, based upon_their pont-Joel implications,
can be adopted as conscious decisions to depart from theory or any basis
the Congress determines to be valid. Data relating to these decisions
would be available if the Congress requires them.-

Statistical and other data are, within funding capacity of the Commis-
sion, to be available so that policy makers can make their decisions
based on a factual statement as to what ought to be, the cane under pure
theory of that which is, on other grounds, also valid ground for making
policy.

As a matter of format, this report has five chaptersA the first three of
which are designed to be considered separately from the others while the
last two chapters rest upon th previous three. Therefore, material is
repeated rather,than referred to by cross reference. The additional
spade used in repetitions is more than justified by the difficulties
which arise from numerous cross references.
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X MEETINGS

OF OF THE

tOMNISSION ON TAE REVIEW

OF THE

FEDERAL IMPACT AID PaGRAM

1) FIRST MEETING: "September 28-29, 1(979, Washingt

C

-

/It

Adminstration of oaths of office for Commission tubers; organiza-
tion of the Commission; discussion and determination f the means by
b,h4ch thA-charge of the Commission is to be Implemented.

go

2) SECOND MEETING: December 14, 1979,-Chicago, Illinois

Commission considered a Plan,of Study 'for its evaluation and
review of Impact Aid, and determined the dates, sites, and purposes
of subsequent meetings of the Commission.

3) THIRD MEETING» April 22, 1980, San Francisco, California

Commission considered a staff re d adopted the Interim Report,
with the understanding that 'Su ental Documentation for the

Interim Reportwould be considered at the Fouith Meeting

4} FOURTH MEETING: May 1,

Commission considered a staff
Commission staff; and agreed to
Supplimental Documentation for

nt4omery, Alabatha

report previously submitted by the
submit a revised staff report as the
the Interim *port to the Congress.

5) FIFTH MEETING:, May 30, 1980, Washington, D.C.
1

. Commission adopted policies fdi the development of findings agd
recommendations to accompany the Commission's final report and
rescheduled activities at variance with the Plan of Study.

6) SIXTH MEETING: July 17-18, 1980, ChicagodIllinois

Commission considered policy findings based on the evidence gathered
through: the hearings, together with supplemental evidence, and
adopted a Special Report, requesting additionaliiuthority from the
Congress, regarding reports supplemental to its final report.



7) SEVENTH,NEETING: September 18-19, 1980, Washington, D.C.

Commission considered recommendations, and other Commission busine

8) EIGHTH MEETING: November 6-7, 1980, Washington, D.C.

Commission considered and deferred adoption of a report, conducted
O.>

other Commission business, including, scheduling a meeting of the
Commission January 29-30, 1981 for adoption of a report, and other
Commission business.

9) NINTH,MMTING: January 29-30, 1981, Washington, D.C.

Coiamission adopted a draft report, pending final approval at the
next Commission meeting, and conducted other Commission business.

10),UtNTH MEETING: July 16-17, 1981, Washington, D.C.
4

Commissibn adopted its finil report.

a.

,

f;7

a
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CHAPTER

THE ESTABLISHMENT AND OPERATION OF THE COMMISSION
ON THE REVIEW -OF THE FEDERAL IMPACT AID PROGRAM

'r-

The Commission on the Review of the Federal Impamt Aid Program is
established pursuant to section 1015 of Public Law 95-561 and is gov-
erned, to the extent not inconsistent with section 1015, by the provi-
sions of part D oif the General Education Provisions Act (commonly known
as the "EducatiodrAdvisory Council Code).

A. LEGAL AUTHORITY

Section 101'5 of Public Law 95-561 provided that the President was to
appoint a ComMission on the Review of the,Federal Impact Aid Program,
consisting of ten members, that the Commission was to review ana evalu-
ate the administration and operation of the Impact Aid Program, and that
the Commission was to prepare and submit to the President Fa to the
Congress, not later than December 1, 1979, a'report on its review and
-evaluation, together with such recommendations (including recommenda-
tions for legislation relating to the .euthorization of; and funding -for,
the Impact Aid Program) as the Commission deems appropriate.

The operation of the Commission has been governed by the authority and
procedures set out in Education Advisory Council Code (EACC). Under
the.EACC,

(1) the members of -the Commission are compensated at fates
fixed by. ,the Comiaiss4oner of Education (now the Secretary
of Educrion),and receive reimbursement for expenses as
zrrtermlent employees in the-Government service;

(2) the Commidsion is authorized to obtain.the seiviges of
such professional, technical, and clerical personnel as may,
be necessary to enable it to carry out its functions, and

C3) the Commission meets at the call of the Chairman and
keeps minutes of its meetings and is subject to audit and
review by the Comptroller General of the United -States.

In accords with these provisions of law, the Federal Advisory Commit7
tee A the Secretary of-Health, Education, and Welfare issued a
charter for the Commission on July 30, 1979. (That charter is attached
as Appendix A.)

On JUly 22, 1980, the commission submitted _a special report to the
-Congress in which it requested the authority to submit at least one, but
not more than three, reports supplemental to its final report. (A copy
of that special report is Attached as Appendix B.) In response thereto,
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the Congress, in section 1304 of Public Law 96-374, extended the dura-
tion of the Cbmmissibn until September 30, 1981,.and provided that the
final report of the Commission was to be submitted not later than
September 1, 1981.,

In addition, section 1304 of Public Law 96-374 clarified ambiguities
concerning the terms oCoffice and the. quorum for the Commission. Under.
the EACC, the terms of office of members of advisory councils are three
years -and their terms are to be staggered at one year intervals..
addition, the law has been interpreted sts requiring those NICUncils to
have quorums equal to the number of positions for members, regardless of
the nuMbep-which may be vacant. Section 1304 mage clear that the, terms
of office for the members of the Commissioff ar. to be coterminous with
the duration of the Commission and that,a quorum of the Commission is
eqUwite to a majority of-the number of members who are actually serving.

As a result ir- this legislation, a new charter was'hepessary. Thy
Commission adopted a new charter on November 7, 1980, a copy of which is
attached as Appendix C.

B. ESTABLISHMENT OF THE COMMISSION

On August 15, 1979, the President appointed -the members of the-Commis-
sion and, in so doing, desigA'ated Mr. Harold E. Rogers, Jr., Chairman of
the Cdmmission. A temporary Executive Director was designated, with
adthbrity to prepare fof the First Meetih4'of the' Commission Which-ehe
Chairman scheduled for September-28.3nd 29, 1979.

The 'direction to the temporary Executive Director to prepare for the
Picst'Meeting included the authority to develop a proposed Plan of Study
and the responsibility for the actual logistics of setting up that
meeting.'`

Upon direction of the Chairman, the staff developed a proposed Plan of
Study which had two emphases: (1) an in-house research capability which
was to prepare for making recommendations through a series of special
studies on each of the issues likely to be' raised, and (2) a limited
number of hearings designed to. hear the views of interested parties and
gather evidence upon which recommendations could be based. This Plan
of. Study was estimated to cost $575,000 for fiscal year 1980.

'At the Fi st Meeting,-held in Washington, D.C., on September 28 and 29,
1979, e Commission selected a ViceChair, Ms. Virginia Stacey, con-
sider d the proposed Plan of Study, hired the temporary staff as perma-
nent staff, adopted a tentative budget, and agreed to meet in Chicago,

:Illinois, on December 14, '1979, to consider a revised Pla of Study.
Staff was directed to develop a revised Plan of Stud with greater
emphasis on public hearings and site visits, to make a report on pa-

'posed Impact Aid reforms, and to survey statistical data available to
the Commission. Authority was given to hire additional staff necessary
to'prepare for the Second Meeting.
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Additional Staff, primarily research assistants, entered upon 'duty,
November 4,r 1979. The "research staff -was choSen purposely .with no
background in Impact Aid in order that the study remain as objective-and
unprejudiced as possible. The new 'staff prepared 'a revised Plan. vg
Study in accordance with the directions of the Commisstonc That Plan of '

Study was.mailn4to the members of the Commission on December 1, 1979.
At the Second Meeting on Decembet 14, the Commission considered, modi-
fied, and adopted the'Plan of Study.

The general rationale of the Plan of Study was that, during the MOnths
of Febtuary,- March, April, and May (1980), the Commission would hold
heartngs,ana the research staff would develop.pOlicy papers based on
special studies of thel issuest 'during the months 'of June, July and
August, the 'Commission would deveiopCrecgamendations by circulating
-drafts, by mail., with a! View toward .developing a consensus on -those.
recommendations or'; if none 'wee ,eo h \e. had, narrowing the issuedto
those yin actual' disagreement so they could be'resolved,in-a deliberate
and judicious manner.

The work.of the Commission'westo end with two.meeEings: one to consider
recommendations, and another to adopt a final report for submission to
the Congress not late than..Depember 1, 1980. -

C. THE PLAN OF STUDY

.--The Plan of Study, as adopted by the Commission on December
,was conducted in the context of three major questions:

14, 192i,

(1) Wet is the effect of Federal activities on. the -ability of logal
educational agencies to provide education for the children in their
schools? , Is there a net economic benefit or is there'a net burden?

-0- - - -ue n systematic manner, an "economic
impact model" was been developed, designed to determine the .net.ben-
efit or burden of Federal activities on a number of local educatiOnal
agencies.

(2) Bow do the States'and their local educational agencies finance the
operation of their schools? To what extent is there a reliance upon
taxation,of real property? In jurisdictions relying upon taxation of
real property as a source, of revenue, what are the obligations which
arise frpm mere ownership of land and whatiaresthose which arise from
the use of land? How does the Federal Government, as a user andowner
of land, fit,into the school finance picture in those jurisdictions?
Does Federal ownership and use of land create an inherent obligation
to the local government having jurisdiction over that land', without
regard for any economic benefit which may be had from Federal activi-

"hies

(3) What is the obligation of the Fedetal Government for the education
of 'federally-connected children? There is a history behind Federal
assistance for the educe ign 6f military dependents goi n back to the

W
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1820's.' There are_treaty obligations relating to the education of
Indian children. "re the obligations of the Federal Government for
the education of these children different'from those for that of
dependents of civilian employees of the 0oVernment? If thee is an
obligation, should not their educational needs be the major factor in
de*termining the amount'of assistance? '

The studies were grouped for discussion purposes into three areas paral-
leling the three specific charges under which the Commission operates.

1) The Equity of )he Present Funding Structure

The Commission examined the equity, of the funding structure of Impact
Aid by, considering how the Federal Government-burdens:localities and
_whether compensation through Impact Aid for that burden is adequate
and fairly distributed. The special studies outlined herein address
thesepestionsof burden and compensation.

In order to examine thMairnefis of the'funding structure of the Impact
Aid Program, the Commission studied the definition of Federal property,
asking' if all property burdening a locality is included and if all
propetty not burdening a locality is excluded from that definition. It

also considered whether t e'retionele of compensating localities IV
federally-imposed burdens lls for compensating local, educational
agenciet for the cost of educating the children of refug4es and undocu-
mented aliens and for the cost of complying with Federal regulations.
AliocOnsidered were the nature of the burden imposed by increased or
decreased Federal activities.-----

Pertinent to the fairAse of ae existing structure_of Impact Aid is the
eligibility requirement of.the law and whether aminimum local absorp-
tion of costs is pecessary for consistency with that, requirement.
Finally, the Commission considered' in-lieu of taxes payments some
Federal agencies make to loOalities:

After exaMiling the burden of Federal activities and nd ownership on
s

localities, the Commission considered the fairness of t*e measure of
compensationbased on. assumptions about local support for public .
education - -to determine its validity _in light of changes in school
financing, an increased State. role, and the possibility that other
measures may more aopurately reflect the cost of 4ducating federally-
connected children*. The Commission studied trends in financing educa-
tion, investigating the relationship between State and local sources of
revenue for education.

2) Relative Benefit of Assistance for Impact Aid

The Congress charged the Commission with considering the "relative
benefit of the assistance for impact aid under. Public Law 874 in view of
the increasing costs of the program and the limitatron on the availabil-
ity of funds." To do this, the Commission intended to compare similar
allocations under Impapt Aid and comparable categorical proguams.
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The Commission 'was to compare am allocation of funds under' Impact Aid,
for low-regt public housing with allocations under Title I of the
Elementary and Secondary Education Act of 1965, addressing where the
money for each,prpgram could go and for-what'purposes it would be-used.
Another comparison the Commission was to make was of the allocation of
funds under Impact "Aid with a simira-r-allocation under 'the Indian
EdUcation ACt. 0

31
.

The Best Means of Assisting Federally Impacted Sohodl Districts
i

The, Commission considered the best, means by' which impacted school
'districts can-be assisted in meetingiducational *de by addressing a
number of issues: (1) the propriety of Continuing to base entitlements
on the basis,of,the current concept of the local contribution rate;
(2) the...treatment" of heavily impacted school districts, of children
resieingon Indian lands, of dependents of military, personnel and
Wilian Federal employees, and of children in low-rent public housing;
and '53) the effect Qf State equalization plans on ImpaCt Aid policy.

Each of these issues was considered in light of, the propriety of basing
Impact Aid payments on the educational needs of federally-connected
children rather than an approximate amount as it is assumed a locality
would have contributed for the education of a federally-connected child
if tax revenues had not been reduced-by Federal activities.

D. VARIANCE PROM THE PLAN_OF STUDY

Circumstances did not permit the.Commission to comply precisely with the
Plan of Study adopted on December 14, 1979. Those circumstances were as
follows:

1) Congressional Request for an InteriM Report

On March 31, )980, the' Commission received a request from Senator
Warren G. Magnuson of Washington', Chairman of the Comtittee on Appro-
priations of the United States Senate, that the ComMission submit an
tnterim report to the Congress. On April 1, 1980, the Commission
received a similar request from Representative Carl D. Perkins of
Kentucky, Chairman of the Committee on Education and ,Laborgbf the
United States House of Representatives. (Copies of these two requests
are attached as Appendices D and E.)

0

The Commission, under the Plan of Study, had.not scheduled itself to
make policy decisions at that time or even to have a meeting at which
such a report could have been adopted. Even though there was'a
question regarding the applicability,of =the Federal Advisory Committee
Act to the Commission, the Commission-Was, as a matter-of good public
policy, acting in accordance with the public pariicipatioc 'provisions
of that Act. Therefore, it was necessary too publish notice of a
.meeting of the Commission in the Federal Register at least 15 days
prior to the meeting.
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The Commission had, under the Plan of Study, scheduled a hearing in
San Francisco, Califorpia4 for April 22, 1980, at which all members
were either scheduled or could arrange, .to be present. Therefore,
the Chairman of the Commissionexercising the authority vested in
that position under section 446 of part D of the General-Education

Provisions Act, issueska call for the Third Meeting of the Commission
to coincide ,with the previously scheduled hearing in San Francisco.
At the same time, because there was no certainty that a decision of
the Coimission could be reached_in the time allotted for the Third
Meeting, a call was issued for a busineis meeting to occur in,Montgom-
ery, Alabama, in.conjunction with a scheduled hearing at that site on
May 1,_1980. At the direction of the Chairman, the staff prepared a
report on the progress of the Wbrk of the` Commission which was to be
available for consideration at these meetings.

On A 22, at the Third Meeting of the Commission, .a decision was
e to submft. an Interim Report which did not contain recommenda-

tions, But did 'contain a statement of policy findings which indicated

,he Commission would recommend a continuation of the Impact Aid
Program and set out general policies which would constitute guidelines
for the development of final recommendations. (A dmpy of these
findings 'is attached as Appendix.F.) It was also agreed that the

c". staff 'report submitted to- the Commission, 'with a. few modifications,
would be laid before the Commission at the Fourth MeQ.ting in Montgom-
'ery, Alabama, as Supplemental Documentation for the findings announced
in the Interim Report.

On May 1, 1980, the Commission met in Montgomery pursuanb,to the call
of the Chairman, considered the Supplemental Documentation, and agreed
to its submission in conjunction with the Interim Report.

'Actions of the Commission, as the result of the congressional re-
quests, were at variance with the Plan of Study, preparations for
which actions and the result thereof required substantial modifiCation
of-the Plan oe Study. These modifications were formalized at the
Fifth Meeting on May` 30,1 1980, at which it Wls agreed that, rather
than use the circulating draft method of developing recommendations,, a

Sixth Meeting would be scheduled on July 17 ajd 18, 1980, to consider
policy findings, a Seventh Meeting would be scheduled for September 18
and 19, 1980, to consider recommendations, and an Eighth Meeting would
be scheduled for November 6 and 7, '1980, ,to consider a report .to the
Congress.

*2) The Economic Impact -Study

When the Commission adopted the Plan or Study, the procedure for
determining the econonlic,,,impact of Federal activities on local educa-
tional agencies was an incomplete concept, at best. The feasibility
of such a study was uncertain, and, if `such a study were feasible, the
extent that it could be-conducted by the Commission (with limited time
and budgetary onptraints) was even less certain.'
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By the second week of May a model designed to Measure the fiscal
'impact'of Federal military ihstalAtions on local educational agencies
on a case-by-case basis had been developed, tested, and found to be
theoretically sound. .

It was determined also that it was prObably ieasibleito devise another
model, on similar principles, which could measure that impact on an
aggregate basis.

The time constraints under which,the Commission was operating did not
permit a thorough use of the case study model. Budgetary limitations,
respecting the use of automatic data processing, pr;vented the devel-
opment of the aggregate study' model. These constraints and limi-
tations were the subject of discussion at the Fifth Meeting, within
the context of a motion to submit to the Congress a special report
requesting the authority-to submit reports supplementary tq the final
report. Further consideration of that motion was potponed until the
Sixth Meeting at which it was adopted; a special report to the Con-
gress was submitted; and 1 gislative authority permitting a more
thorough,ecommic impact sty was granted. The Plan of Study was
altered accordingly..

3) The Education of Alien Children

The ariginal flan of Study ad-,- because of early indications of
,,concern, provided or some nsideration of the financial impact on
local educat4onal agenc of Federallaws, regulations, and other
activities. However, e ence presented before the Commi9sion and
intervening events ma the Plan of Study obsolete, in -that'the Plan
ofStudy did.not en6oMpass sufficient consideration of these issues
.and that a plan to consider them having sufficient' quality and scope
could not be implemented within the time allowed the Commission to
finish its review and evaluatiOn of the Impact Aidiffogram.

Specifically, witnesses before the Commission expressed an overwhelm-%
inkbtlief, supported by evidence, that the Federal Government 'had an
obliga'tfild---to assist local educational agencies with the costs they
incur in-educating alien children, both Atcumented and undocumented,
who are in the United States .Wider, or in spite of, the immigration-

.

policies of the Federal Government.

The recent immigration from Southeast Asia and the Caribbean region,
as well as Federal court rulings regarding the rights of undocumented
alien children under the Constitution brought these issues before the
dpmmissionvo forcefully that, -at the Fifth Meeting, it was decided
that 'further study in this area should be considered at the,Sixth
Meeting in conjdnction with the proposal to submit a special report to
thp Congress.

4R3

.1
1
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In addition, witnesses noted that mounting costs to local educational
agencies in complying with Federal laws,and-,tegulations constitute a

Federal burden whichf, while nod ,of the. same magnitude, is just as real
as that which arises from educating children who are connected with
Federal property. Although there was some evidence regardinthe
`local coats of complying with many of `tie laws intended to promote,
equality of bpportunity, evidence was espeCially persuasive with
regard to,Federal requirements under the Education of the Handicapped
Act, as amended by Public Law 94-142. A question of tile prop,riety'of
entering into this area limited further consideration of this evi-
dence, even though recent regulations concerning bilingual education
could increase the magnitude of these costs sufficiently to merit
congressional concern.

4) Incomplete Studies

Two important studies originally set outin thEi Plan of Study*werfi,not
completed because of the inability to bbtain approval of contracts and
,experts:

4

(a) that which was intended to study the relative benefits of Impact
Aid payments under lowrent public housing, entitlements'Witk pay,
ments under Title I of the Elementary and Secondaiy Education Act of

.1965f ant

(b) that which intended to study the 4lationship between Impact Aid,
payments and State aid to education programs.

fr

Concern about the incompleteness ot these studies prompted- the motion
at the Fifth Meeting to submit a specialreport tO the Congress
requesting additional authotity.

The result of these-modificitions inolicy was a decision to complete
the' work of the Commission with regard to recommendations, on the
traditional Impact Aid "Program (including low-rent public, housing)
which would be presumed to be final except in those.areas which
completion would'be impossible without supplemental authority from the
congress.

E. HISTORICAL BACKGROUND OF. rife PROGRAM

The Impact Aid Program is relatively simple in concept: it has been
designed to compensate local educational agencies for the, financial
burdens imposed on them for (1) loss of revenue due to non-taxable.
Federal property, and (2) the burden of providing education for Fed-
erally- connected children.

The amou(4 of -compensation is determined by an entitlement for each
eligible local educational agency which is computed by multiplying the
number of federally-connected children by a portion of dollar amount of
local-revenues which could reasonably be expected for the education of
thole children.
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Payments are made bceligible local eddcational agencies directly from
the _Federal Government; however, State educational agencies are consult-
ed withreppectto 4eterminatioAs of the amounts of local contributions.
Because'the'Federal payment is-designed to compensaifor, Lack of local
revenues resulting from Federal activities, local educatiOnalagencies
use Federal payment In..thesame way' and for the same pGrpories .as
they use their other revengee raised from local sources. _

.0
In spite of,t4e simplicity' of this concept, years of seeking equity and
political compromiie have results d in an extremely complex law.

1) The.Beginni.nci df the ProgEam

,Daring World War II, .the FpcierarGoTiernment recognized that the actiOi-.
ties assbciated with he warl'effort,irere placing financial burdens on
local edu6ational agencies 'ithich they were not 'capable of- carrying

,-without assistance. -These local educational agencies generally had
school districts in which were located, or which were adjacent to,
Military Installations- In additl.on,_ there was a concern that children
of: military and civilian employees of the Federal Government receive en
adequate educat.ional opportunity, regardless-of,the .14cation of the
milltdr installation 'in conpection with which their parents were
employed

The Congress authorized the. Commissioner of Education to negotiate
contracts with those local educational agencies under which they were'to
receive sufficient funds to provide at least a minimum level of educa-
tion for all children in attendance at their schools. In negotiating
those contracts, flexible, informal'formulas forcomputing the amounts
-local educational ageqcies were to receive were developed and used.

. .

With the end bf World .War Jr and demobilization, the affected local
educational agencies sought hn alternative approach and began to work
for a more formalized program-depigned to continue payments to local
educationA agencies and te; give greater certainty 'as to the amounts
they would receive. With the outbreak of the Korean c6nflict in June,
1950, and -the resultant military build-up, the Congress adopted. the
approach advanced by the affecied'local educational agencies and enacted
two bills which were signed into law by President Truman in September,
1950--Public Laws 815 (on September 23) and 874 (on September 30) of the
Eighty-first Congress.

,

Public Law 815 authorized grants for the construction of school facili-
ties td houde'school enrollment increases due to Federal activities.

Public aw 874 authorized payment to` local educational agencies tit.

assist them with the maintenance and operation of their schools. The
program authorized by Public Law 874 has continued and expanded since
that,time. The aptiopriation for fiscal year 1951 was $29,080,788.

4

4



-10-

2) The -Law as Originally Enacted

'V

As originally enacted, Public,Law 874 provided for Federal assistance
under four citcumstances:

(1) local educational agencies in 'the-school districts in which the
Federal Government had acquired substantial real proper y after 1938

. (section 2);

(2)- local educaiionll agencies providing education for substantial
numbers of federally-connected children (section 3);

(3). local educational agencies affected by sudden and substantial
increases in enrollmentrras the result of Federal activities (section
4); and

(4) payments to other Federal agencies for the operation of schools.
for dependedtsof Federal employees in placeb where State and local
revenues could not kle,used for their education or where there were no
local educational agencies to provide suitable education:for them- -
these were usually schools on military bases (section 6).

4

The other sections of the law declared cong ressional policy (section
provided for applications'andmethods of making payments (iectir 5),
and set out administrative provisions and definitions: -

The most important section of the law, for the purposes of this study,
was section 3, in that payments under that section were made to the
greatest number of tbcal educational agencies, in the largest amounts.
Under section 3, a very simple formula was used to determine the amounts
to Which lotal educational agencies wereentitled. It contained three
factors: the number of federally-connected children, the local contribu-
tion rate (LCR), and minimum eligibility requirements.

r

Federally-Connected Children. The number of federally- connected chil-
dren to be counted for determining the amount of the entitlement of
a local educational agency was all of.the children in attendance at its
schools who both lived on Federal property aria-lived with a parent who
was employed on Federal property (this determinationwas made under
section 3(a) and, therefore; these children were, called "A" childreft),
plus the number of those children who either lived on Federal property
or,lived with a parent employed on Federal property (this determination
was made under section 3(b) and, therefore, "B" children). This factor
was necessarily controlled by the definition of "Federal property."

-41

Local Contribution Rate. Under this formula, the number of federally-
connected children was toibe_multiplied by the appropriate local contri-
bution rate (LCRI (or 50 percent thereof, in the case of "B" children)
for the particular local educational agency. The amount of the LCR for
a lotif educational agency was to be a determination of the cost per
pupil which would have been paid from local revenues had these revenues
not been reduced by Federal activities or which, would have been availa-
ble if local taxes had been paid to support the education of federally-
connected children. The determinations of these amounts were found to

4



be almost impossible to compute and, even if puted, were at best
theoretical. Thus the,--lay looks to comparabl 'school districts for a
guide as to what local revenues would have been for-federally -- connected
children. Li order to determine the LCR for the federally - affected!
local educational agency,oeher local educational agencies which are not
federally-affected are examined. The per-pupil expenditure from local
sources of those local educational agencies, which are comparable with
the affected local educational agencies, then becomes the dollar amount
of the LCR used in the computation.

Eligibility.- Originally, no local educational agency could receive an
Impact Aid payment unless the number of federally-connected children.
determined for that local educational agency was at least ten and, in
most cases, that number constituted at least three percent of the
enrollment at the schools of the local educational agency. In the eases
of local educational agencies in which the enrollment exceeded 35,000,
the number of federally- connected children had to be at least six
percent, in skfah'cases,the local educational' agencies. received payments
only with respect to the number of federally-connected children in
excess of three percent,of_their enrollment.

Deductions. In addition to these three factors, amounts
local' educational agencies were reduced by deductions equal

-:.other Federal payments from other agencies received by the
, tional agency.

V

Definitions. Two definitions in the law affected the number

received by
to taxes and
local educe-

of children
which could be counted as being federally-connected:

(1) the definition of "child" excluded any child who was a member or
dependent ofa member of an Indian tribe or organization recognized
by the Fedefal Government- if that child Was eligible for educational
sevvices through the Bureau of/Indian Affair", and

(2) the definition of "Federal property" waq confined to that which
was actually owned" by the Federal Government and not used for the
'benefit of the local area.

3) The Expansion of'the Program Prior to 1974

In spite of repeated efforts on the part of each administration in
control of the__EXecutive Branch to reduce, or prevent growth in, the
Impact Aid Program, the Congress, over the period of twenty years,
amended\Public Law 874 many times with the effect of expanding both the
number of local educational agencies receiving Impact Aid payments,and
the amounts of those payments.

Each of the factors which determined participation in the program and
the amounts of payments was altered in favor of expansion:

(1) the number of federally-connedted children was increased by
expanding the definition of "Federal property" and "ch4d;"
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(2) the method of computing ICR was modified by creating minimums
based on State and national average per-pupil expenditures as alterna-
tives to the comparable %chool district method;

(3) eligibility requirements Were lowered with the result that larger
local educatiopal agencies having less heavily impacted school dis-
tricts were made eligible; and

(4) deductions for taxes and other Federal payment to local educa-
tional agencies were discontinued.

Prior to 1974, the Congress tenactad 25 laws which amended Public Law,
874 effecting these changes. The major expansion took place as follows:

The Number of Federally-Connected Children

(1) Where s children of military personnel originally, were counted
onlyqf e military parent was actually etployed on Federal property,
amendments in-.1953 and 1956 permitted these children ta.be courted by
reason of .their parents' being in the uniformed services without
regard for the ownership of the property on-which they were serving.

.(2) Whereas originally Indian children served by_ the Burea of Indian
Affairs were excluded( from the count, amendments in 1958 permitted
those children to be counted.

(3) Whereas originally public housing property was' excluded, amend-
ments in 1970 expressly included low-rent public housing within the
definition of "Federal property."

Local Contribution Late. In 1953, the law was: amended to seta minimum
LCR equal to one-half of the State average per-pupil expenditure without
regard as to wDether those expenditures were from local revenues. In
1965, a second minimum LCR equal to one-half of the national average
per-pupil expenditure was established. In addition, the law has been
changed a number ff times regarding the method by :,which comparable
districts were to be determined.

Eligibility Requirements. Whereas the or-iginal law required local
educational agencies with enrollments in excess of 35,000 tb meet a six
percent eligibility requirement,. an amendment in 1965 set a uniform
three percent requirement for all local- educational agencies, atld an
amendment in 1966 provided that, if a local educational agency had 400
federally-connected children, it was eligible for payments without re-
gard for the percentage that number constituted of the total enrollment
of the local educational agency.

Deductions for Other Federal Payments. Whereas the original law recog-
nized that some local' educational agencies were being compensated for
tx losses through payments from other departments for.such activities
as grazing lands and forest lands and -required that the amounts of such <-

compensation be deducted from the Impact Aid-pAyments, an amendment in
1967 discontinued such deductions.

4

1
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During the period between the enactment of Public Law 874, through the
revision of 1974, and up to fiscal year ,1979, the-history of the aggre-
gate of the amounts to-which all local educational agencies were enti-
tled and appropriations to make. payments to satisfy those entitlements
is as follows:

HISTORY OF 874-FUNDING

Fiscal
Year

Total*
Applicantso

Ineligible*-:Eligible*
Applicants Applicants

Net

Entitlement

-..

Amount
Appropriated

1979 7 -4,409 117 4,292 807,182,816 768,882,539
1978 4,460 92 4,368 733,802,560 759,165,867
1977 4,472 132 4,301 745,702,360 _768,000,000
1976 4,436

.,87 4,349 709,790,604 715,000,000
1975 4,458 157 4,301 611,192,871 1 636,016,000
1974 ' 4,544 4,359 563,987,539 574,416,000185
1973 4,727 153 4,574 580,727,774 635,495,000
1972 4,789 186 4,603 584,470,Q28 592,580,000
1971 4,824 196 4,628 29 53 042b 536, 6 000
1970 4-.798 139 4,659 504,/88,007b 507,646 288
1969 4,864 340 4,344 501,202,458 505,900 000
1968 4,585 349 4,236

.

480,000 602 486,355,000
1967 4,4475 ' 427 4,048 41 44 657 416 200,000
1966 4,348 312 4.,036 369,151,ig1 388,000,000
1965 4,176. 129' 4,047 319,244,712 332,000,000
1964 4,182 130 4,.052 292,690,225 32Q,670,000
1963 4,270 160 4,110. 264, 6 , 73 282,322,000
1962 4,159 154, 4,005 238,675,168 247,000,000
1961 4,079 153 ,92 20 ,262, 62 217, 00;000
1960 3,963 6 3,797 1 4,82 ,548 186,300,000
1959 3,963 206 3,757 156,847,056 157,362,0
1958 3,518 175 3,343 122,379,504 127,000,000
1957 3,528 207 3,321 111,314,914 113,050,000
1956 3,018 193 2E-825 85,671,844 90,000,000
1955 2,832 149 21683 75,276,8439 75,000,000

72,350,0001
1954 2,673 149' 2,524 71060,007
1953 2,361 149 2,212 57,696,592 60,500,000
1952 1,891 128 1,761 47,814,282 51,570,000
1951 1,298 .126 1,172 ' 29,686,018 29,080,788,E

Applicants under sections 2, 3, and 4.

a Data for fiscal year 1979 is estimated.
b Payments prorated at 75 percent for fiscal-year 1979.
c Payments prorated at 9L.7 percent fox fiscal year 1969.
d Pdyments prorated at 98_percent for fiscal year1968.,
e $486,355,000 is the amount allotted of the $507;165,000

appropriated by the Congress.
Payments prorated at 98.7 percent for fiscal year. 1967.

g Payments, prorated at 99.5 percent for fisCal year 1955,
-h Payments prorated at 96 percent for fiscal year 1951."
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4) Appropriations far the. Peiiod 1951-1974

Pribr to fiscal year 1969, ,the appropriatiOns for making payments to
local educational agencies under Public Law 874 were, with the excep-
tions qf' fiscal years 1965 and 1967, sufficient to satisfy fully the
entitlements created under the-law. That being' the case, the provisions
of section 5(c) of the law, Mich made allowance for the eventuality of
insufficient appropriations, were of minor importance. Section 5(6)
provided that, if appropriations were insufficient to satisfy fully all
entitlements for any fiscal year, the amount paid on each entitlement
that year was to be reduced in proportion to the amount of the inguf-
ficiency.

Beginning with fiscal year t969, :appropriations ,4re consistently and
substantially insufficient to satisfy entitlements This was the period
when the authorizing law was expanded by lowering eligibility require-
ments, increasing the LCR, and including .low -rent public housing as
Federal property.

The insufficiency was $56.1 million in fiscal 196914-5,2 million in
1970, $399.2 million in 1971, $432.4 million in 1972, and $389.5 million
in 1973. The full effect of these insufficiencies was miemized,by
excludirig payments for entitlements; based on children from low-rent
public housing.-/EVell so, the,AiTsufficiencies were great .'enough that
the rdtable reductioli lanwage of section 5(c4 came into;play.

In the case of local educational.agencies for which Impact Aid, payments
were a relatively small percentage of their budgeted current expendi-
tures, .these reductions did not cause major disruptions in their school
operations. It'was different for local educational Agencies which were I

dependent upon Impact Aid payments. Heavily impacted school districts
were threatened with serious disruptions--even school closings. These
disruptions in school operations became a source'of real concern.

1/ In 1970, Public Law 91-230 amended Public Law 874 to include low-
rent public housing. Section 203(b) of Public Law 91-230 amended
the definition of "Federal property" to include real property which
is part of a low-rent housing project assisted by the Federal
Government. Section'203(c)(4) .of that law amended section 5(c) of
Public Law 874 (relating to adjustments naessitated by insufficient
appropriations) to provide that entitlements based on children
connected with low-rent public housing property were not to,be
funded unless appropriatiohs for the program were suffjcientoto fund
all other entitlements first or unless there were an.appropstation
specifically for the purpose of funding the low-rent public h9using
entitlements. Under neither provision, funding made.avatiaple.
In 1974, section S(c) of Public Law .874 was revised by 'section
305(a)(2) of Public ,Law 93-380. As so revised, public housing
entitlements'were to 6e funded at minimal leveli.
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The Congress had a choice: 'either to appropriate sufficient funds to
satisfy more nearly the entitlements of all local educational agencies
or to make some kind of special provision for heavily impacted school
districts. The latter choice was taken and emergency legislation was
enacted in 1969, which gave local educational agencies having an enroll-
ment of at least 25 percent "A" children payments equal to their full
entitlements. These local educationar agencies were, as a consequence,
recognized thgreafter as a special category of school disttict and
called, "Super A'S." Subsequent appropriations actd,,,in
recognition of the special needs o; "Super Am districts, contained
special language giving them full funding. In addition, those acts
provided that entitlements based op RAW children* in other school dis-
tricts would be paid at the rate of 90 percent and entitlements based
on "13" children would be paid at lesser percentages, dependent upon
ebtimates as to how much of the-"B" entitlements could be covered by the
appropriation. At the same time; the ratable reductiob language in
section_ of the authorizing law remained unchanged.

Byj974, the method of making payments controlled, by the appropriations
acts bore no resemblance to that for which provision was made in the
authorizing legislation, creating a'jurisdictional conflict between the
congressional committees responsible for the. authorizing legislation and
the committees on appropriations. This issue was one of several ad-
dressed in the,1974 revision of section 5 of Public Law 874.

5) Earlier Studies of Impact Aid

Impact Aid as been the subject f much controversy since its begin-
? ning. The Eisenhower, Kennedy,_ Johnson, Nixon, Ford, and "Carter Admin-.

istrations each re .. ded major reductions in the program, while the
Congress has consisten I expanded it.

The major proposals adva ced by the Executive Branch since 1960 can be
summarized as follows:

In 1961

(1) To reduce LCR for "B" children from 50'percent to 25 percent.

(2) To 'raise eligibility requireMents for "B" children to six percent.

(3) To elimin'ate the alternate minimums for LCR.
.

In 1966

(1) To require all school districts to "absorb" the first three
percent of the federally- connected children. (that is, to Make pay-
ments only on the basis of the'number of federally-connected children
in excess of three percent of their enrollment).

(2) To eliminate the alternate minimhms for LCR.

(3) To'elimipate from the definition of "Federal property" any
property leased from the Federal Goverhment.

IP

a
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In 1969

To amend section 5(c) (method of making payments) by authorizing
payments for AN children before making payments for "B" children.

t.
In 1970

01 To reddce LCR for "B" children to 40 percent if their parents
worked in the same county as that in which tffvschool district was
located and 20 percent for other "B" children.

(2) To requira'a three percent absorption.

(3) To reduce payments for wealthy school districts.

(4) To deduct Federal in-lieu of taxes payments from Impact Aid
payments.

The reasons for the divergence in policy tvara---Impatt Aid between the
two branches of the Government.probably involve-a disagreement in the
manner in which Federal funds ought to be allocated among Federal
activities and the method of applying for those funds and the approval
of applications. 4.1

In general, the budgeting process used by the Executive Branch places a
low' (or even, negat.ve) priority on the use of Federal funds fcrr the'
maintenance and operations of agencies and institutions which are under
the control of non-Federal' governments. In addition, the Executive
Branch generally hag a policy in favor of application.procedures
through which applicants compete for limited resources, under the
theory that competition, improves applications and, the programs operated
under those applications.

The Congress tends to find non-compet-itlyegrants of "no-strings" money
attractive because they are popdlar at the lodel level and cause fewer
irritations with "red tape." Under the Impact Aid Program, local
educatipnal agencies count the number of federally-connected children,
determine the local contribution rate, calculate the amount of their'
payment, and apply irectly to the Secretary of Education. If they are
eligible, they recei he funds which are placed in the school budget

- and expended in the sam manner as their local funds are spent. This
simple procedure is mo e nearly consistent with congressional policies
than with those of the ExecutiveBranch.

The current review of the Impact Aid Program is the third study of the
program mandated b Congress. These studies, have, in each instance,

YIV

been the result of e4 longstandingtions arising out of tOe.ongstanding disagree-
ment between the two ranches of the Government. The two previous
studies were_conducted finder contracts between the Office of Education.
and ptivate research organizationsthe-Stanford Research Institute
(SRI) and the Battelle Memorial Insbacelte.
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The first study Oas the result of a requirement includecCin Public Law
88-665 (enacted °cipher 16, 14641 which reqUired that the Commissioner
of Education attOffilP=by June 30, 1965, a report on, the operation of
Public Laws.815 eid 8/4, together with recommendations as to the-expent
to which both lass should be amended at the time the Impact Aid Program
was next to be extended (1966). The Commissioner contracted with SRI
for this study. This study*was completed, and a report was submitted to
-Congress, The recommendations formed the basis for some .of the legis-
lative proposals sent to the Congress by the'llohnson Adtinistration in
1966. For the most part those proposals were rejected by the Congresl.

In 1968, the Office of Edution sought and received an appropriationt
for another study which was conducted by the Battelle Memorial Institute
in 1969. The legislative proposals submitted to the Congress in 1970
were, in part, based on recommendations included in the Battelle
report.

Although no action' was taken on the Battelle recommendations or on the
bill submitted Co the Congress by the Nixon Administration,.some
aspects of the 1974 revisions of sectionA.3 of Public Law 874 have a
vague resemblance to,s8me of thetBattelle recommendations. -

6) The 1974 Amendments

In 1973, when the Congress began to consider legislation which became
law as the Education Amendments of 1974, conflict existed between the
Legislative Brandh and the Eicecutive.Branch. In the field of educa-
tion, this conflict hadbegun as early as 1966. As a result, members of
Congress having responsibilty for education legislation had consihera-
ble experience in finding the means of forcing the Office of Education
to carry out congressional wishes in spite of--Administration policy to
the contrary. This was done by legislating internal organization down
to position descriptions; legislating mandatory budget requests; re-
moving all discretion from the authority of administrators; legislating
affirmative policy backed up with negatives and, in the alternative,
penalties; and wrapping anti-Executive policies in mammoth bills in
which they were difficult to find and which were designed to command
two - thirds majorities--in case there was a veto.

The 1974 revision of Public Law 874 was developed in that atmosphere
and was a central part of a major education bill which was.-fading
veto. Because other parts of the bill were considered by some to be
unfavorable to large cities, it was necessary to balance the bill by
finding a means of insuring that the entitlements in Public Law 874
based on children frpm low-rent public housing were funded in the same.
manner as the other-Impact Aid entitlements.

At the same time, long years of attacks on the Impact Aid Program had
convinced some members of-Congress that some reform of the program Was
necessary--reform which would Cut down the. cost of the program. -"In

addition the jurisdictional conflict on the method of making payments
under section 5(c) of Public Law 874 and the policy question regarding
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State aid equalization _Concentrated enough difficult
Aid to require a revision of sections 5 of the law.

issues on Ipaot

Those who opposed Impact Aid most often attacked the program because it
Authorized,paythenta to local educational agencies having wealthy school
tlistricts.''. Invariably did examples used were the school districts
around Washingto,p, D.C. For this reason, the congressional leaders
favoring reform wanted to "do something" about the Washington suburbs.

The'reform which was adopted may be described best in terms of the
objectives sought to be achieved: cost reduction, funding

w-rent public housing entitlements, and jurisdictional control over
the -method of making gaymenta. In' addition, special conaiderationeas
given to tip treatAient of Indian children. 1

'Cos t Reduction. The .cost reduction in the 'program was accomplished .

by revising sections 3(a) and3(b) to create subcategories for describ-
ing the types of Federal conmection.of children who were to be counted
for the purpose of computing Chet amounts to which local 'educational
agencies Were to be entitled. These subcategories were then tied

IKIt'-individually to a specific percentage of the LCR under section, 3(d),
which percentage was intended to reflect an approximation of Federal
burden borne by the localleducational agency educating federally;
connected children.

.,r

Whereas, under the previous law all children who lived onFede
,property with a parent employed on FederaldtrOperty were clastif
toge,ther, with the entitlement computed on thd basis of 100 percerii.
LCR, the revised law- created three subcategories with entitleme

,computed as follows: ,

. e,

, . *

(1) Children who live 9n Federal property And have.a 'military parent
form the basis of an entitlethent computed at 100- percent of .LCR.

(2) Clkildren who live on Federal propJty with a parent employed on
-

Federal" property 1.ocated in the same codntyas that in which the loAl
educational agency is located form the basii of an entitlement comput-
ed at 90 percent of LCR.

(3) hildren who live-on Federal property with a parent employed. pn
Fed al gropirty located in another county (butiin the same State) as

in whichtheylocal educational agency is located form the baais
of an entitlement computed at 90 rcent of LCR.

AlSo,' local educational agencies with "Super` AN districts were given
special recognition by providing that 100 percent of LCR would be used
for computing the entitlement for a "A" children 41-their schools.,_

Wherea under pfevious law all children who either lived on, or'lived
with allarent employed on, Federal prOperty were classified together,

4 kith the entitlement computed on the basis of 50 percent of LCR, the
revised law created foun subcatoies with entitlements computed as
follows:
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(1) Children with military parents form the basis of an entitlement
computed at 50 percent of LCR.--

(2) Children who live on Federal pioperty form the basis of an enti-
tlement computed at 45 percent of LCR.

(3) Children who live with a parent employed on Federal,property in
the same county as thai in which the local educational agency is
located form 'the basis of an entitlement computed at 45 percent of
LCR.

(4) Children who live with a,parent employed on Federal property in
another county (but in the same State) as the local educational agency,
form the basis of an entftlement computed ae 40 percent of LCR.

In addition to the reductions in percentage of LCR used in computing
the amounts of entitlements noted above, the revision excluded from the
count any children whose parents were employed on Federal property
located in a State other than that in which the local educational agency
was located.

111.,

Jurisdiction Over Method of Making Payments. Section 5(c) of Public Law
874 was revised by initiating a new approach to making payments when
appropriations are insufficient to satisfy all entitlements. The new
approach was designed to limit the discretion which could be exercised
in the budgeting and appropriations process in determining the amounts
to be applied toward partially satisfying entitlements. This new
approach required that ,payments be made in three steps-o "tiers ":

In Tier I, a'uniform 25 percent of all entitlements were to be paid.
In Tier II, varying percentages of entitlements Were to be paid, in
addition to the Amounts paid under Tier I. These percentages ranged
from 75 percent in the case of "Super A" districts down to 28 percent
tri the case of entitlements based on "out-of-county" "B" children.
Entitlements based on children fro% low-rent ,public housing were
excluded fray payments under Tier II. No payments could be made
under TietlI unless all payments under Tiet I were made; and no
payments-mahld be made under-Tier II unless all payments were paid
under T

In Tier III, any funds remaining were to be paid in partial satisfac-
tion of unsatisfied_,entitlements in proportion to the extent that
they were unsatisfied at the completion of payments undet Tier II.

This rigid system of payments made almost ffiandator iations at al
level necessary to fund Tier II.

tin order to protect against impoundments, the language of section 5 was
drawn' in Wuch a manner as to be enforced by the anti - impoundment
provisions in the General Education Provisions Act which, by-that time,
were known to be enforceable in the courts.

Low -Rent Public Housing. The 1970 ame dments to Public Law 874 which
added_ low -rent public hous property to the definition of "Federal
property" also included a ision which istinguished low-rent public



housing entitlements from other entitlements and required an earmarked
appropriati9n for making payment on them. Through 1974, no appropria-
tions had been made available for low-rent publid housing.

The 1974 revision of section 5(c) removed that distinct on, thereby
requiring that low -rent public housing eneAlements-b nded at least
at the Tier I level. Low=rent public housing was excluded in Tier II,
but the effect of that exclusion was,to double low-rent public housing
allocations in Tier III (Under-Tier III low-rent public housing
payments amounted to about 45 percent of any,-money paid out under Tier
III, making Tier III funding very attractive to thejarge cities.)
Funds paid for low-rent public housing entitlements were required to be
spent on projects designed to meet the educational needs of educational-
ly deprived children from low-income families--a limitatiqn on the use
of funds for which there was no precedent in Public Law 874. (This
requirement was deleted in 1978.)

eatbent of Indian Children. Although previous law had, since 1958,
inc ndian children in the Impact Aid,Program, they were treated in
the same manner as all other federally-connected children--even though
they had characteristics which were unique. They were generally "B"
children because of their place of residence on reservations; and there
was most often no place of now-Federal employment because their parents'
livelih was from farming, grazing; or otherwise working on reserva-
tions. Very ttle school revenue could be raised, to support the cost-
of their education. In most respects the char46teristics of Indian
children resembled, more nearly those of "A" children than those of "El"
children. .

4

The reductions in LCR effected in the revision of section 3(b) were
found to be unjustified where they Were applied to Indian children.i

For this reason the 1974 revision of section 3(a contained a provision
which required that all children living on Ind an lands be treated in
the same manner as military "A" children, with the result that most
school districts on or near reservations' became "Super A" districts.

7) Implementation of the 1974 Amendments

The 1974 revision of sections 3 and 5 of Public Law 874 was probably
the most extensive modification of that law to be enacted since tke
inception of the Impact Aid,PrbgraM. The creation of the subcategories
within section 3(a) and 3(b), the variable.LCR in section 3(d), and the
complex payments provisions in section 5(c) presented an already
overloaded staff in the Division of School Assistance in Federally-rt.
Affected Areas with the difficult problem of revising almost every form
and procedUre which had been used in the past.

Local educational agency,officials across the country were confused by
the changes and uncertain abodttheir functions under the new law.
There were nese forms to submit and school budgets to put together under
circumstances in which past experiences did not provide any guidance as



-21- ,

to the amounts of Impact Aid payments which would be available in the
next fiscal year.

'Ws situation was complicated by the-fact that the Administration, in
its allocation of personnel and budgeting process for fiscal year 1976,
ignored the 1974 amendieents. The budget proposal submitted for that
fiscal year was conceptually 'the same as that which had beensubmitted

4 the previous year, making no acknowledgment of the changes in the law.
A

Appropriations were a problem.' Even though the total of the entitle-
ments had been, reduced th the reform (by approximately $100 million
from what they would have been without the reform), the mandatory
funding level under'the, new tier'System was to require approximately
$200 million more than arSpropriationsof the previous year. cCost
estimates .from the Administration were found to be so unreliable
that those of the Library of Congress had to be used.

,

Even though the appropriations to fund Tier II were-enacted, the
appropriations committees were known- to be-Unhappy about the strait
jacket into which they had been thrust. ,Some members of-those commit-
tees Were very unhappy that they .4ere forced to fund low- rent'public
housing entitlements for the first time, in a year during 'which they
had hoped to fund' no new programs, 'The natural tension which would

4arise from t ituation develop and increased in the appropriations
process duri the next two years. ,

8) The 19786endments

In 1977 and 1978,'duritsg the time when the legislation which became the
Education Amendments of 1978 was being developed, there was a reaction
against the mandatory funding requirements in the tier system. This
issue came to a head on, the Senate floor when the ,education tiiill was
being considered.

The Chairman of the Senate Committee on Appropriations and some of ,the
members of the Senate Budget Committee succeeded in amending the Senate
bill with a view toward eliminating the mandatory nature of the tier
system. Part of those amendments was the section Which created the
Commission on the Review of the Federal Impact Aid Program.

The final result of these amendments'was a 35 percent reduction in the
amounts to be paid under Tier II and the creation of a corresponding
payment authority which would allow appropriations legislation flexi-
bility in deterilning the amounts to be appropriated.

The Education Amendments of 1978 also created fu her distinctions in
favor of "Super A" districts which lowered the e igibility for- *Super
A" status from 25 perpent "A" children to 20 percent and provided for
funding military "B" children ellItlements in the same manner as such
districts are funded for "A" chi en entitlements.

.

t

iIt was in this context that the Commission was oreated under section
1015 of the Education Amendments of 1978.
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BASIC ELEMENTS OF THE DOA-CT AID PROGRAM

Public taw 874, as amended, provides financiaf assistance to local
educational agencies in federally-Affected areas. Title I of the Impact
Aid Program includes seven sections. Five of those sections authorize
program assistance as follows:

Section 2 entitles a local educationsl agency to a payment where the
Federal acquisition ofreal property results in a continuing and sub-
stantial financial burden.

Section 3 entitles a local-eddcational agency to a payment forlthe costs
arising from theibhildren of parents who work and live on Federal
property and for the the costs arjsing from the children of parents. who
work or live on Federal property.

Sectiqp 4 .entitles a local educational agency to a payment in -cases of
certain sudden and substahtial increases iri school enrollment due to
Federal activity.

01( A

60

Section-6 authorizes payments to Federal-or other agencies on account of
children for whom local school districts are unable or unwilling to
provide a free public education.'

Section 7 authorizes a payment to a local educational agepcyin the case
of certain natural or other major disasters.

In addition to those five different authorizing sections, section 1

contains the declaration of policy for the Impact Aid Program, and
section 5 specifies applications and payment requirements, including
thqse affecting the distribution of available funds when appropriations
are insufficialt -to pay in fulr entitled amounts. Section 5 also
contains provisions regarding the treatment of Impact Aid payments under
State laws for financing public education.

Title II, no longer part_of Public Law 874, is now Title I of the
Elementary and Secondary Education Act of 1965, which provides assist-
ance for educationally disadvantaged children of low-income families.
Title III, created by part A of the Indian EduCation Act, assists local
educational agencies educating children residing on Indian lands. Title
IV General Provisions defines terms used throughout Public Law 874.

Section 1. The declaration of poltcy set out in section 1 of pabric Law
874 describes, in general, terms, fourtypes of activities which merit
financial assistance, to loat ducationtl agencies: (1) ,the acquisition
of real property by the United States resulting in reduction in the
revenue available to local educational agencies fnom local sources;
(2) the education of children whose parents reside on Federal property;
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(3) thd education of children whose parents are employed on Federal
property; and (4) Federal activities.which-cause a sudden and substan-
tial increase in enrollment.

The policy statement ',describes the design of the law under which local
educational agencfes are compensated for two types of burden: (1) re-
moval of real property, from the local tax" rolls, and (2) the' cost of
educating children who either live'on Federal prolierty or who are
-connected with a Federal activity.

Section 2. Local educational agencies are compen'sated under section 2
of Public Law 874 foEithe financial burden of ownership of property by
the Federal Government in their district: Federal property is defined
in the genetal provisions of Public Law 874 as: "any real property.:.
owned by the United States,or leased by the United States, and which is
not subject' to taxation-by any State or by the District of Columbia."
That definition includes property held in trust by the United States for
,individual:fhdrans or Indian tribes and real property held by individual
Indians or Indian tribes which is subject to restrictions on alienation
imposed by the United States. In addition, low-rent public housing is
Federal 'property for'the purposes of Impact Aid, as is any school
providi,ng flight training to -Air=Force members at= a lawernment-owned
airport and tax - exempt, property owned By a foreign goyernment or by an
international organization. Any interest in Federal property tinder an
easement, lease, licendei permit, or other arrangement is Federal
property. Improvements of any .nature other than pipelines or utility
Vines on Federal property are included, even if those improvements are
taxable,by the State or locality. Thus it is the tax-exempt status of
property, rather than who oWns it, which triggers .special treatment
under Impact Aid.

Under section 2, a local eddcational agency is entitled to compensation
the Secretary determines that in any fiscal year ending prior to

October 1, 1983:

(1) the United States owns property in the school district of the
local educational agency, acquired after 1938:

(a) which it acquired other than by. an exchange for other Federal
property in the tchool district owned by the United States before-
1938:

(b),which also had, at the time of .ts acquisitiOn, an assessed
value of ten Percent of more of the assessed value of all real
property in the school district;'

(2) the acquisition placed a substantial and continued finan ial
burden on the local educational agency; and

4 -)

(3) the local educational agency is not being substantially,compens t-
ed, for the loss in revenue from Federal ownership by increases in

lit]

'1



revenue from Federal activities carried on with respect.to the Federal
_property..'

Applicants-under section 2 receive priority when insufficient appropila-
tions mast be allocated among applicant local educational agencies; they
are paid 100 percent of their entitlement under section 5(c) of the law.

The history of eligible lotal educational agencies, and their 'entitle-
ments and payments under section 2, is as fellows:

aff

FISCAL.

YEAR
NO. OF ELIGIBLE
LEA APPLICANTS ENTITLEMENT

NET
*PAYMENT

1979. unavailable 1 0 5,9_1=
1..- .

$12,065,981
1978 249 11,552,393 11,552,393
1977 231 9,8b7,997 9,807,997
1976 , 243. 11,955,080 7,651,250
1975 201 7,616,594 7,615,674
1974 179 7,865,267 7,865,267
1973 158 7,258,247 7,258,247
1972 153 6;243,205 6,243,205
1971 147 1 3,975,868 3,975,868 '
970' 132- : '13,671,827- 3,673,827
1969 108 3,747,614' 3,747,694
1968 98 3,295,361 3,295,361
1967 108 2,691,613 2,691,613
1966 . 99 2,427,788 2,427,q88

X1965 95 1,699,765 - 1,699,765
1964 89 1,523,580 1,523,580
1963 81 1,486,359 1,486,359
1962 78 1,250,065

I 1,250,065
1961 73 797,165 797,165
1960 57 603,264 603,264
1959 55 556,667 556,667
1958 48 , 498,139 498,139
1957 45- 357,531 357,531 .

1956 37 315,433 319,433
1955 32 323,541 323,541
1954 33 .259,780 259,780
1953 28 243,561 243,561
1952 25 319,844 j 319,844
1951 28 222,193 4 222,193

Source: Compiled from Division of School' Assistance in
Federally Affected Areas (SAPA) data.

Section, 3. Section 3 of Public Law 874 authorizes payients to local
educational agencies on the basis of entitlements for children of
paients who either work on or live on Federal' property or both. The
kinds of connections a child may have with the Federal Government
determine the burden impoi;ed by the Federal GoOernment on the locality
and consequently the amount of compensation. These children are classi-
fied under two broad categories: 3(a)', those living on Federal property
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with parents who also work on Federal property ("A" children), and 3(b),
those living with parents who either work or live, but not both, on
Fedeial property ("B" children).

"A" children have a double Federal connection- -the child's parent both
lives and works on Federal property--and the federally imposed burden is
presumed greater than that of children whose parents live or work on,
but not both, Federal property. For this reason, 1.01 educational
agencies are compensated tre per child for "A" childre than for "B"
children. Children are eer military or non-military; for children of
parents on active dut:y, in the military services, local educational
agencies receive more Federal compensation than non-military "A's."
Children residing on Indian landi are cl'assified as military "A's" for
the purpose of determining entitlements. Non-military "A's" are further
divided into two:categories: (1) children whose parents work on Federal
property located in whole or part in the same county in which the local
educational agency applying for Impact Aid is situated and (2) children
whose parents work on Federal property located in whole or in pact in
the same State as the school district of the applicant local educational
agency. Local educational agencies are compensated at the same rate for
both types of non-military "A" children.

There are three main categories of ,13" children: (1) those living with
parents. who reside on, but do not _work on, federal property; (2) those
living with a parent working, but not` living on Fedetar property; and
(3) those having a parent on active duty in the military. Children
residing with a parent employed on, but not living on, Federal property
are further divided into two types: (a) those with a parent working on
Federal property located in whole or in part in the same county as that
in which the school district of the applicant local educational agen6y
is located and (b) those with parents working on Federal Inoperty,
though not ithe same county, located in whole or in part in the State
as the school district of the applicant local educational agency.

Included in a count of "B" children are those in average daily attend-
ance for whom a school provides a free public education, and living with
a parent who was, at any time during the three year period preceding the
fiscal year of application, a_ refugee meeting the requirements of ,the
Migration and Refugee Assistance Act of 1962 which provides assistance
for Cuban refugees. ,

Local educational agencies are eligible to receive section 3 assistance
if they enroll at least 400 federally-connected children or have at
least three percent of their enrollment comprised of federally-connected
children. In any case, a local educational agency must have at least
ten federallylconnected children. The law provides two exceptions to
the three percent rule: (1) there is a gradual reduction of payments
over two years if a local educational agency fails to meet the three
percent requirement in one year, having been eligible the preceding
year, and (2) the Secretary is etithorized to waive the three percent
requirement if imposing it would defeat the purpose of the Impact Aid
law.
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A special, more stringent eligibility requirement exists for local
educational agencies basing entitlements on children of Cuban refugees.

those schOols, refugee children must constitute at least 20 percent
of the total numbbr of children in average daily attendance.

Section 3 contains a special provision for local educational,agencies
with an enrolIthent of which federally-connected children constitute
50 percent. Those local educational agencies, frequently referred to10

as *3(d)(2)(13)15," eceive an increased entitlement under section
3(d)(2)0) if the o ginal entitlement, plus State and local contribu-
tions to the 1 educational agency, .is less than reqUired to enable
it to provide a level of education equivalent to that maintained in
comparable local educational agencies.

A history of entitlements analpayments made tb eligible:- local education-
alagenciee under section 3 follows:

FISCAL
YEAR

NO. OF ELIGIBLE

LEA APPLICANTS ENTITLEMENT
NET

PAYMENT
1979 unavailable 1 187,005,793 $661,048,926(
1978 4,340 1,046,802,168 f 663,072,0871
1977 4,340 1,045,396,157 622,781,943
1976 4,111 _ 988,944,919 582,026,001

-1975 4,301 972,383,406 557,055,049
1974 4,363 981,525,733 5.18,052,851
1973\ 4,426 1,017,741,153 516,131,625
1972 "--- 4,600 505,345,548 540,483,146
1971 .4,627 L 482,941,412 491,503,087
1970 4,519 553,438,060 1-470,713,713
1969 4,325 513,489,448 I 467,836,919
1968 4,149 i 460,330,961 I 449,591,625
1967 3,836 382,825,442-1 386,476,970
1966 4,040 345-,-50-6,305 I 344,376,115
1965 4,071 307,6111,962 1 296,677,846
1964 4,075 280,611,457 274,524,892

L 1963 4,072 256,129i584
i 246,381,411j

1962 3,972 I 230,931,924_ 222,652,476
1961 4 3,897 201,185,020 195,058,190
1960 3,775 175,301,941 I 173,374,094
1959 3,736 147,294,381 I 147,230,438
1958 3,326 116,068,770 1 116,184,362
1957 3,300 104,790,053 104,785,040
1.956 2,806 76,930,644 76,930,928
-1955 2,631

j 67,114,248 66,745,336
1954 2,A45 , 64,152,852 64;152,852
1953 2,157 49,271,703 l , 49,271,703
1952 1,722 I 39,292,144J _39,284,743

1 1951 1,109 I 23,421,4520 22,236,991

Source: Compiled from SAM data.
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Section 4. Section 4 provides for 'increased payments to local educa-
tional agencies experiencing sudden and substantial increases in-enroll-
ment caused by increased Federal activities. The additional children
may, but need not, be AN or "B"children.

A local educational agendy is entitled to a
follosAng three facts are present:

ncrease.in payrde-nt if the

(1) the Secretary finds, on the basis of estimates made'in the previ-
ous year, that Federal activities have caused increases in average
daily attendande in the local educational agency amounting to at least
five percent of the difference between the number of children. in
average ally attendance during the preceding fiscal year and'the
number of children whoa attendance that year resulted from Federal
activities:- .

(2) those Federal activities have placed a substantial and continuing
financial burdlp on the local educational agency; and

(3) the local educational agency is making a relt6nable ax effort and
is, with due diligence, seeking State and other financial assistance,
but cannot find funds sufficient o meet the, increased costs of
educating the federally-connected ch en.

If-a local educational agency satisfies these three requirements, it is
entitled to receive an amount-equal to the cost of educating the addi-
tional federally- connected children, minus funds from other sources
available for their children.

Section 4 also makes proviiion for L6cal educational agencies which have
made preparations to.provi free public educ'ation to an additional
number, of children due tO_an i crease in Federal activities and there is
a decreaselinenrollment beca se Federal activities decrease, cease, or
fail to occur. In'such cases, a local educational agency redeives the
amount to which it is otherwise e itled under this section, increased
by the amount.,the Secretary judges it would have been entitled to but
for the decrease in.Federal abtivities, Minus any reduction in current
expenditures in that year the Commissioner determines the local educa-
tional agency has, or reasonably should have, experienced because of the
decrease in Federal activities.

A history of section 4 entitlements and payments made to eligible local
educationdl agencies follows:
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FISCAL
YEAR

, ,NO. OF ELIGIBLE

,LEA APPLICANTS
:

ENTITLEMENT
NET

PAYMENT

1979* 0 -0 0

1978* 0 0 0
1977* 0' . 0 -._ 0
1976* 0 t 0 0
1975* 0 0 0

`, 1974*
,.

.

0 . 0

0-973 1 131,642 . 131,643
1972 3 47,006 47,006
1971 5 23,392 -f-:. 23;392
1970 8 77,940 77,940
1969 7 725,177 725,177
1968 3 1,085,316 1,085,316
1967 16 1,659,663 1,659,663

1 1966 _. 13 2,274,852 2,274,852
1965- 10 1,905,424 1,905,424
1964 9 1,640,020 1,640,020
19636,- 12 . 1,479,549 1,479.549'.
1962 --- 9 1,551,739 1,551,739
1961 6 982,640 982,640
1960 17 1,651,375 1,651,375
1959 - 35 1,814,819 1,814,819
1958 2 14,356 14,356
1957' a 86 .908,911- 908,911
1956 146 , 3,617,397- 3,617,397
-1955 189 4,168,771 4,168;771'
1954 149 4,658,500 . 4,658,500
1953 145 5,085,638 5,085,6381
1952 133 5,414,16* 5,414,160
1951 122 5,967,393- 5,967,393

,

There have been no payments under section 4 since 1973.
to

Source: Compiled from SAFA data.
0,

Section 5. Section 5 specifies applicationand payment requirements,
including' those affecting the distribution of _available funds when
appropriations are insufficient to pay all entitlements in full.
Section 5 also coritalbs provisions iegardingthe treatment of Impact Aid
payments under State school finance plans,-

When appropriations in any year are insufficient to satisfy the entitle-
ments of all eligible local educational agencies fully, payments-are
reduted,according to a schedule set out in scion 5(c) whereby payments
are authorized in three "tiers":

Tier I. Twenty-five percent of entitlements under sections 3(a) and
3(b); 100 percent of entitlement under section 2. 4 = .
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Tier II. After, and only if, the amounts authorized jn Tier Dare fully
paid, the remaining funds are allocated on a graduated scale designed to
set°out priorities among local ,educational agencies and categories of
'children, to wit:

60.93 percent of entitlement to local educational agencies providing
educatiOn for children residing on Indian lands;

8 48.75 percent of entitlement .to local educational agencies receiving
an iicrease under section 3(d)(2)(b) (heavily impacted school dis-
tricts) ;

J -48.75 -percent of entitlement to 16Cal educational agencies having
"Super AP children and military "B's";

-b

- 42125 percent of entitlement to local educational agencies having
military "A's";

.6
36.85 peicent of entitlement to local educational agencies haling

'non-military "A's";
.

,

:

e-11.375 percent of entitlement to-local educational agencies having
military "B's" other than those in local educational 'agencies having

. "Sapex A" childieri;
u

e 9.36 percent of entitlement to local educational agencies having-,."B"
children connected with Federal property situated in whole or in part. .

in the same 'county or school district as the roCal educational agency,
-applying'for Impact Aid;

7.28 percent of entitleMent to local educatioftal agencies having "B"
children connected With Federalproperty located., in whole or in part
in the name State 'as the local edutational agency:'

This schedule' of payments,.ccmstitutes the first part of Tier II. The
second part of Tier II allocates any remaining funds, after the first
part is paid,'by:

insuring lOcal educational agencies 90 percent of their previous
year 'a -payment, and

e. allocating any amount remaining in accordance with appropriation
acts.

Tier III. If more funds become available after sums. Arp

providespursuant to the appropriations acts, a third tier of payments provides a
-pro. rata payment of these funds to local educational agencies on'the
.basis of their unsatisfied section 3 or section 4 entitlements.

Impact Aid and State Aid. Section 5(d) establishes rules goierning the
relationship between Impact Aid payments to local educational agencies
and payments to those local educational agencies under programs of State
aid for public education. No payments under the_ImpactAid Program may

' --
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be made to any local educational agency'in a State if that. State, in its
State aid program, takes into consideration the paymentS to any local
educational agency,under the Impact Aid Program.

'The exception to this rule is that,a State may take Impact Aid payments
into coideration when determining. the local educational -agency's

..financial resources andtneeds-if_it has a program to equalize expendi-
tures for public eduCation throughoutwphe State. However, whenever a
State or local educational, agency will be adVersely affected, b
requirement that a State can take Impact Aid payments into consideration
only if the State has a valid equalization plan, the local educational
agency will be afforded notice and opportunity for....a hearing prior tr)

reductionor termination ofimp5t Aid payments.

P

Section 5(dr(2) of the statute provides that "equalize expenditures"
shall not be construed to affect adv1ersely programs of State aid for
free public education for the handicapped, bilingual education, educa-
tion for the economically disadc4ntaged, or education of the gifted or
talented; thereby a State is not penalized for weighting the cost of
providing these educational programs.

The statute further provides that the State may consider Impact Aid
paymentslocal resources only in proportion to the share that local
revenues cohered under a State equalization plan make up of total local
revenues.

:Section 5(d) a o, provides that if a State desires o take payments
under that tectio into consideration' for any fiscal year, that State
js... not later than ixty days prior to the, beginning of that fiscal
year*, to submit notice to the Secretary of its intention to do so. This
notic4'is to enable the Secretary to determine the extent to which the
program of State aid'of that State is consistent with the equalization
provisions of section 5(d). In'addition, loca ucational agencies
within that State must have been given notice of he intention of the
State. If the Secretary determines that the progam of State aid of a
State so submitting notice is consistent _pith hose pro:iiaidne, the
Secretary is to certify.that determination to that State.

.
. e

Section 6. Section 6 allows the Federal Government to provide a free
public education for children residing on Federal property or who are
children of active duty members of the Armed Forces.

For children residing on FederaI,property,-the Secretary is authorized,
to make these arrangements only if: (1) no tax revenue of the State, or
:its political subdivision, may be spent to educate those children; or'
(2) after consultation with the State education agency, the Secretary
concludes that no local educational agency is 'able to provide a suitable
free public education for those children. t

For children of active duty member's of the Armed Forces, the Secretary
is authori'zed to make these arrangements only if: (1) the schools in
which a' fee pUblic education is usually provided for those childre are
made available to them by officiai actiorAif aState or lotal-govern-'
mental authirity; or (2) after consultation with the State education

6
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agency, the Secretary concludes that no local educational agency is able
to provide a suitable free public education for those children.

Under certain ciraMsaces, the Secretary may arrange to provide a

section 6 education for children residing in the area adjacent to
Federal property who had a parent employed on that property during some
part of the fiscal' year during which the education is provided. The
Secretary may do so only if, after consultation with the State education

''agency, he determines that (1) providing such an education fs appropri-
ate to carrying out the purposes of Impact Aid; (2) no local educational
agency can provide a suitable free public' education to such children,
and when the need for such education is not temporary; and (3) the local
educational 'agency or State education aggpcy, or both, will make reason-
able tuition payments to the SecreM7 for educating such children.

The following is a history of payments and entitlements under section 6
for all eligible applicants,, including the.number of eligible local

-.educational agency applicants. .1

FISCAL
YEAR

TOTAL
ELIGIBLE

APPLICANTS

ELIGIBLE
"LEA

'APPLICANTS, ENTITLEMENT

.

NET
PAYMENT'

1979 . 22 * $45,896,644 $45,896,644
1975 23 5 56,810,667 57,644,800
1977 25 5 ;52,455,720 52,386,927
1976 25 4 45,9513,960 45,866,899
1975 25 4 --- 42,962,308 42,675,678
1974 25 3 39,472,714 39,082,248

, 1973 28 8 41_,500,000 39,041,117
1972 29 8- 36,208,672 36,208,672
1971 30 "? 7 34,028,405 34,028,405
1970 32 7 29,972,946 29,972,946
1969 47. 17 .

f
28,892,668 28,89068

1968 48 -18 26,028;300 26,028,300
1967 4-- ,48 16 ,---- 22,6gqc411- '22,620,411
j1966 52' 20 20,072,416 20,072,416
1965 54' 22 18,974,472. 418,974,472
1964 55 22 174005;165 17,005,16' '
1963 61 21 15,016,054 15,011,054
1962 56- 22. 13,221,781 13,221,781
1961 56 22' 11,406,026 11,406,026
1960 45 13 9,191,907 9,191,907
1959 -33 2

. 7,249,346 7,249,346
1958 32 1

,

5,682,664 5,682,664
1957 32 3 5,268,394 5,268,394
1951 35- 4. 4,797,499 4,797,495
1955 3,670,283 '3,670,283
1954 24 '5 2,788,955 2,788,955
1953

.
* , 3,095,690 - 3,095,690

1952 2,788,034 2,788,034
1951 . *4 . 75,000 75,000
* Data unavailable.
SoliiibeCompiled from SAFA data.

-
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Section 7. Halon 7 authorizes assistance to local educational agen-
cies suffering damage from disasters, if four conditi'ons are met: (1)
lite school facilities %f the local edqOational agency must have'been de-
stroyed or seriously damaged as the result of a catastrophe; (2) the
Governor of the State in which the local educational agency is locat
must have certified the need for disaster assistance and assured reaso -
able'State assistance; (3) the Secretary must have determined that the
agency experiencing the disaster is using or will use all State and
other financial assistance available to it for providing a free public
education to children attending the damaged schools but because of the
disaster cannot obtain sufficient funds; and (4) the local educational
agency must have provided for conducting educational programs under
public auspices for private school children whose education programs are
disrupted bythe-disaster if the disaster-is extensive enough to have
impaired private education.

Section 7 further authorizes the Secretary, pending appropriations,
to spend any funds available to him necessary for immediate disaster
assistance. The Secretary must report any expenditure pending.appropri-
ation in the'form of a budget estimate to the House Appropriations and
E4ucation and Labor Committees and thelEenate Appropriations and Labor
sand Human Resources Committees within 30 days of the expenditure. These
expenditures Will be reimbursed from forthcoming section 7 appropria-
tions.

of
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CHAPTER II

EVALUATION METHOD

A. THE USE Of A PRESIDENTIALLY APPOINTED COMMISSION
TO EVALUATE AN EDUCATION PROGRAM

The Commission is a 10-member presidentially appointed panel, charged
with the responsibility for evaluating the operation and administration
of a major education program. The Ccimission is carrying out its
mandate by conducting its evaluation directly; using Federal employees
and procedures, rather than contracting with an experienced organization
not bound by normal Federal'procedures.

9-/diect Evaluation Rather Than Evaluation by a Contractor

When thetommission was originally established, the HEW administrators
in charge had assumed that the study would be conducted under private
contract. Cost estimates set out in its charter were based upon that
assumption. The two previous studies of Impact Aid were conducted
through contracts with private organizations. Therefore, the Chairman
of the Commission and the temporary executive director, upon their
appointment and designation, explored the possibility of contractifi the
currentstudy. It was discovered that contracting procedures would
require several months before the study could begin--as long as eight
monthsand that once a contAs4 had been let the degree of day-to-day
control of the work done by the contractor would necessarily hive been
limited by the nature of the contract, It was also found that2gontract-
ing would probably be more expensive than a direct evaluation.-2

In addition,
sistent, With

Presfdent, to
program.

was thought that contracting the study would be incon-
he use of a multi-member Commission, appointed by the
study an established, politic.ally sensitive education

The 'alternative o the contracting approach was to conduct the study
with to e-au4or y available to.the Commission tinder the law.

2) Authorit or' and Procedures for, Direct Evaluation

The law relevant to conducting the study directly was that contained in
part D of the General Education Provisions Act (the so-called "Education

/ When the ission was originally esablished, the Department es-
timated it= costs for fiscal year 1980 to be $575,000. The actual
expenditure for fiscal year 1980 was $447,000.

I
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Advisory Council Code" (EACC)).7 Provision for hiring staff to assist
the Commission in conducting the study is made in section 445 of the
EACC. Section 445 contains the authority for edudation advisory coun-
cils to obtain the services of staff. That authority is /set out in
subsections (a), (c) ; and (d) of section 445 of the General. Education
Provisions Act which provide, in part.*

"(1)rthat the Commission is authorized to appoint, with3ut regard to
the provisions of title 5, United States Code, governing appointments
in the competitive service, or otherwise obtain the services of, such
professional, technical, and clerical personnel as may be necessary to
enable it to carry out its functions, is prescribed by law; and

(2) subject to the regulationof the Secretary of Education, that the
Combission is authorized to procure temporary and intermittent ser-
vices of such personnel as are necessary to the extent authorized by
section 3109 of title 5, United States Code, but at rates not to
exceed the rate specified at the time_ of such service for grade GS-18
in section 5332 of such title; and

(3) that no employee of the ComMission may be compensated at a rate in
excess of that which such' employee 'would receive if such employee were
appointed subject to the appropriate provisions, of title 5, United
States Code, regarding appointments to, and compensation with respect
to, the competitive service, except' that ==

(a) the executive director of the Commission is to be compensated at
the rate specified for employees placed in grade 18 of, the General
Schedule set forth in section 5332 of such title 5; and

(b) in accordance with regulations promulgated by the Secretary,
other employees of the Commission are to be compensated at such
rates as may be necesbary*to enable the Commission to accomplish its
purposes.

3/ Section 1015(c)(2) of Public Law 95-561 provides that, to the extent
that part D of GEPA is not inconsistent with the provisions of such
section 1015, such part D applies to the Commissidn. Part D of GEPA
was designed to provide uniform law and-procedures for education
advisory councils. For councils having members appointed by the

'President, part D provides, and the Comptroller General has deter-
mined, that a great deal of independence vests in the appointed body
itself. Therefore, the administrative provisions of Tart D would
appear, in general, to be appropriate for a Commission mandated to
study, independent of Executive Branch control, an education program
of the_type that Impact Aid is.

e

1
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The, Commission is'an independent establishment in the Executive Branch
not part of any other 'agency.-/ Even so,,under the lag', the Commission
was attached to the Committee,Management Staff of the Department and
bound by the rules.and procedufes normally governing advisory committees
on education programs. The. administrative services for the, Commission
were to be provided by the ()Woe of Education (and its successor the
Education Department, hereafter referred to as the "Department").

The use of a multi-member Commission with Federal employees to evaluate
an established education program is unusual, if not unique. In fact,
the Commission has round no precedent for it. For this reason, the
Commission includes'in this report a discussion of this method of
conducting research. Should the Congress decide to use this method of
conducting a research study on another program or subject, some of the
lessons learned by this Commission may be helpful.

The Commission has determined that it is possible to conduct an unbi-
ased, academically sound, yet politically sensitive study, using
Government employees and procedures. The Commission, as an independ-
ent establishment in the Executive Branch, has, under existing law,
sufficient independence with respect to direction, purpose, and poli-
cies, to conduct an unbiased study.-/The same cannot be said with
respect to the administrative procedures set up by the Department in
compliance with that law.

The duration of the Commission was limited; therefore, its employees had
temporary appointments. The time during which its task was to be
completed was short, requiring that the normal administrative processes
governing the departmental program administration be modified for
expeditious action. Becauseof the nature of the work to be accomp-
lished, personnel classification standards had to be modified from those
governing program administration to ehose necessary for a study of the
type mandated by the Congress.

The normal procedures used by the Department for hiring employees and
procuring supplies and services have not been well -sui4ed to the needs
of the Commission. Most important among those neeis has been the

4/ This statement is supported by the reasoning and conclusions set out
in an opinion of the Comptroller General when questions Were raised
concerning the status of a body similar to the Commission. (De-
cision of the Comptroller Generpl of'the United States. File
B-179188, January 31, 1974 and Apri1,15, 1976.)

5/ At the time of this report there are substantial questions regarding
what existinAi law is applicable to the Commission. If it is found
that the provisions of the Federal Advisory Committee Act apply, in
full, the statement above would probably not be true.
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ability to find qualified personnel who area willing to take temporary
appointments at Government salary levels with none of the normal bene-
fits which accrue with permanent appointments. Almost as important has
been the need to procure meeting space, supplies, and expert services 'in
accordance with the schedule set out in the Plan of Study adopted by the
Commission. Because the Department is designed to administer programs,
rather than to conduct short term projects,, the administrative services
of that Department, and the procedyres for the use of those services,
have'not lent themselves well to the needs of the Commission.

Sixty days is the normal minimum time for accomplishing many administra-
tive actions in the Department--creating and filling positions, getting
approval for services, and renting meeting space. Longer periods of
time are necessary for contracts and obtaining the temporary services of
experts. This Commission has had to forego activities requiring the
services of experts.and the use of contracts_simply because- the -time
necessary to get approvals through the Department was greater than that
allowed under its mandate.

The major activities foregone were t to important studies concerning
major aspects of the Impact Aid Program.

(1) a comparison of the relative benefits of Title I of the Elementary
and Secondary Education Act of 1965 with those of payments based on
entitlements under the Impact Aid. Program which arise from low-rent
public housing property; and

(2) the relationship between Impact Aid and State- aid for publil
education.

-In each these cases delays of, and in some cases exceeding, three
months in arranging for contracts and experts made completion of ade-
quate studies impossible and, had an attempt to conduct them been made,
inefficient expenditure of Commistion funds might have resulted.

There is no comp4hensrq'document or set of documents which delineate
the 4uthority of Presideritial advisory councils, staffing procedures, a
description of their administrative responsibilities, or a statement
describing the relationsUp between the Department and those councils.

As a result, the Commission has had to operate_ by- trial-and-error on
contracts,.-A41 personnel, on travel, on requisitions, and on supplies.
The staff has not been able to give the Commissioners definitive answers
on the days for which they are entitled to be paid or by what authority
their salaries are 'set. The staff has had -no guidance as to what are
eligible expenditures from Commission funds.



The most serious problem in conducting a study under Federal laws is the
appointment and compensation of qualified staff. As of the date of this
report, the Commission has not been able to obtain from the Department a
concise body of rules and procedures governing the rights and privileges
of temporary staff. ;These rules and procedures have had to be discov-
ered on a case-by-case basis and they appear to have no consistency.
Some of the Commission employees have retirement and health benefits,
and others do not. Some appear to be eligible for quality step increas-
es, and others are not--without regard for the 'merits of their work.
This has. been the case even though section 445 of the GEPA explicitly
gtpes controls over this matter to the Commission.

A study of the type required by this Commission requires the use of
dedicated employees with good morale-. This is difficult to achieve when
they have questionable status in the bureaucratic establishment as is
the case with temporary appointments.

B. METHOD OF GATHERING RELEVANT INFORMATION

The Comm ission, at the First Meeting, decided that the nature of the
Commission's structure was such that conduct of public hearings as a
means of gathering evidence was the best approach. This approach was to
be supported by a research staff.

Central to this study has been a carefully coordinated combination of
gathering evidence through both public hearings and in-house research
by the staff of the Commission, with'a view toward balancing out weak-

' nesses inherent in both approaches.

The public 1earings were designed to elicit the views of all interested
parties, Federal Agencies, and experts in whatever form is most conven-
ient to them, while the staff research plan has been designed to provide
a theoretical and analytical framework for organizing and understanding
the evidence gathered through the hearing process.

The research staff provided the necessary support activities for the.
Commissioners during the hearing process and attended those hearings.
The in-house research included statistical data, legal research, the
study of school finance laws, economics, and an ex.tensive review of the
underlying premises of the Impact Aid Program and their present va-
lidity.

All of the information available indicated that the primary questions to
be raised would, in some way, revolve around these issues:

(1) Is there a Federal burden imposed by 'Federal activities on local
educational agencies; if so, what is the burden, and is there an
obligation to compensate local educational agencies for ihat burden?
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(2) Does the economic benefit of Federal activities compensate for
the burden imposed? (Is there a net economic burden?)

(3) How should Impact Aid funds be allocated, taking into considera-
tion the fact that some heavily impacted local educational agencies
are almost absolutely fiscally dependent upon payments under the
program and the fact that Appropriations have fallen short of the
levels necessary to satisfy entitlements?

These three questions matched up with two of the three specific charges'
given the Commission: that the Commission review and evaluate --

(1) the equity of the present funding structure under
Public Law 874,
(2) **t

(3) the ways in which districts of local educational
agencies which are Federally impacted can best be assisted

44in meeting their educational needse-

At the same time the staff was developed around three areas of research
which also matched,the three questions:

(1) Legal and factual research on the nature of the Federal burden on
local educational agencies;

12) Economic analysis of the economic effect of Federal activities on
financing the schools of federally-affected local educational agen-
cies; and

(3) Public school finance.

Accordingly, the information was organized around the following
questions (which also form the framework of the Commission's recom-
mendations):

(1) Should the Impact Aid Program be continuedf

(2) Should there be basic changes in the Impact Aid Program?

(3) Haw should tht term "Federal property" be-defined?

(4) What is the obligation of the Federal Government with respect to
the education of children connected with Federal property?

(5) Should local educational agencies educating children in attendance
at public schools by reason of Federal law or activities be compensat-
ed therefor?

Clauses (1) and (3) of section 1015(B) of Public Law 95-561.



(6) Which local educational agencies should be eligible for Impact Aid
payments?

(7) What should be.the amount of compensation?

(8) How should funds be allocated among local education agencies when
appropriations are insufgicient to satisfy all entitlements? and

(9) SAM the States take Impact Aid payments into_ consideration in
their State aid. programs?

C. METHOD OF REVIEW AND EVALUATION

Any evaluation must have a guideline by which the thing evaluated is to
be measured. Some value judgment must be made as to what relevant basic
principle has such overriding importance that it can be used to provide
a base line for considering the merits of all aspects of the thing
evaluated. That judgment is made by the creator of the evaluating.
instrumentin the case of this Commission, the Congress.

In 'two previous cases the Congress provided for studies of the Impact
Aid Program; and in each case the study was contracted to be done by
professional research organizations.

(1) The first study-/ was a highly technical attempt to measure
burden and the just amount of compensation. The basic premises of the
program were examined and accepted and based upon those premises a
precise measure of burden was attempted. .

(2) The second study1/accepted the 'fact that local educational
agencies were receiving Impact Aid funds and concentrated on alterna-
tives to the then current program and on fairness within the program.

In addition, an internal evaluation of the Impact Aid Program-
9/

by the
Department of Health, Educatix, and Welfare used, as a central evalua-
tive principle, the reduction of the costsof the program.

2/ Stanford Research. Institute, 89th Congs., 1st Sess., Impacted Areas
Legislation Report and Recommendations, Senate Subcommittee on
Education of the Committee on Labor and Public Welfare (1965 Comm.
Print).

8/ Battelle Memorial Institute, 91st Cong., 2d Sess., School Assistance
in Federally Affected Areas: A Study of Public Laws 81-874 and
81 -815, House Committee on Education and Labor (1970).

9/. Lawrence L. Brown, III, Alan L. Ginsburg & Martha Jacobs, Impact
Aid Two Years Later, An Assessment of the Program as Modified by
the 1974 Education Amendments (1978).

3
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For this study the Commission sought an evaluative principle. The
legislative history of the creation of the Commission indicates that thel
Congress wanted to know the extent to which payments under the Impact
Aid Program are still valid expenditures in light of the budgetary
constraints under which the Congress was operating. There appears to
have been little question about the validity of the principles and
assumptions upon which the original program was based in 1950.

On the basis of this legislative history two principles could be used in
the evaluation of the program:

(1) Accepting the validity of the principles and assumptions of the
original Act of Congress authorizing the, Impact Aid Program, have
circumstances so changed as to defeat their validity At this time?

t2) -To what -extent do budgetary constraints constitute changed circum-

stances which bring into question the validity of those principles and
assumptions?

The second of the twobudgetary considerations--affected the scope of
the study, involving subjects and issues beyond the scope of the mandate
given the Commission by the Congress, yet not clearly excluded from that
mandate.

For this reason, the staff, in its report to the-Commission, submitted
April 22, 1980, asked the COMmission for guidance-as followS:

Scope of the Study. Should budgetary considerations be
weighed against all of the evidence and all of the issues,
or should those budgetary considerations be used only as a
means of allocating appropriations vithin-the Impact Aid
Program? 'In other words, should the evidence be considered
to address weighing expenditures for Impact Aid against-
other needs for the Pederal dollr, for example, for
defense?

In the policy findings adopted in its Interim Report, the Commission
made the following findings:

(1) that budgetary,considerations-are political
-questions which change from year toyear, based on
many factors beyond the scope of this review and
evaluation of the Impact Aid Program;

"Ns, (2) the degree to Which Federal activities constitute
a burden on local educational agencies is relatively
constant over the years and.can be determined based
upon factors within the scope of this review and

4'evaluation;,

`.1

RI)
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(3) that budgetary considerations are not relevant to
determining the magnitude of burden placed upon local
educational agencies;

(4) that budgetary considerations, if they are to be a
factor in the amounts paid to local educational agen-
cies, should bear on determining the overall levels of
appropriations for the program, and

(5) that, if those levels, of appropriitions are
=insufficient to compensate local educational agencies
for the burdens placed upon them, the funds appropri-
ale for the program should be allocated within the
"ram on the basis of priorities which take into
consideration the magnitude of the types of such
burdens.

These findings on assessing the evidence were reiterated at the Fifth
Meeting with a policy decision by the Commission and at the Sixth
Meeting with a policy finding upon which recommendations were to be
based as follows:

(1) that budgetary considerations are political questions
which change from year to year, based omiblany factors
beyond the scope of this review and evaluation of the
Impact Aid Program;

(2) that the degree to which Federal activities constitute.
a burden on local educational agencies is relatiyely
constant over the years and cars be determined based upon=
factors within the scope of this review and evaluation;

(3) that budgetary considerations are not relevant to
determining the magnitude of burden placed upon local
educational agencies;

(4) that budgetary considerations shOuld not be a factor in
determining the level of appropriations for the Impact Aid
Program unless there is a general policy in favor of
reducing expenditures. by the Federal Government and, when
there is a determination of the level of appropriations,
under such circumstances, Vie, Government's obligation to
local educational agencies iShould be a primary factor and
this program should receive a high priority level;

(5) that budgetary considerations, ifthey are to be a
factor in the amounts paid to local educational agencies,
should bear on determining the overall levels of appropria-
tions for the program; and



(6) that, if those levels of appropriations are insuffi-
cient to compensate local educational agencies for the
burdens placed upon them, the funds appropriated for the
program should be allocated within the program on the basis
of priorities'which take into consideration the magnitude
and the nature of such burdens.

Even though the Education Department did not raise directly thg issue of
Impact Aid payments to "wealthy" local educational agencies, some have
argued that .the pro9rim is inequitable because Impact Aid is available
to local educational agencies in the districts of which reside affluent
persons and those havinVistricts in which property valuei are above..,
the national' average.--(Relative wealth is a factor in evaluating
programs in which relative need is a policy in distributing scarce
-resources. This type of policy necessarily is based upon budgetary
concerns and considerations which the Commission determined to be more
nearly relevant to priorities in distributing funds when appropriations
are insufficient to satisfy entitlements than to a measurement of
burden. Fdr this reason'relative wealth was not a policy factor in
determining whether a Federal burden exists.

With the exclusion of budgetary constraints as an evaluative_pmlmei-
ple, the historical approach inherent in tte first principle became
the basis for the assessment of the evidence.

In enacting the original Public Law 874, the Eighty-first Congress
operated on two assumptions:

(1) that the education of children whose attdndance in the schools of
a local educational agency was the result of Federal activities was a
burden on those agencies; and

(2) that the exemption of real property by the Federal Government
constituted a burden on local educational agencies dependent upon real
property taxes for their local operating revenues.

The major argument advanced against these assumptions has been (1) that
an assessment of the cost of educating federally-connected children and
the loss of revenue due to the federally-caused tax-exempt status of
real property is not a true assessment of burden since there_are eco-
nomic beliffits to communities arising from Federal activities, and (2)

that, if:those benefits do not accrue to federally-affected local
educational agencies, there are defects in State and local school
financing laws which do not make those benefits available to those local
educational agencies. }

10/ Id.3.

a_
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The second of these arguments raised a policy'question regardig whether
the recommendations of the Commission should include ip State
and local laws. On this'issue, the staff, in its report to the,...Commis-

.sion on April 22, raised the following question:

State and Local Laws. How should evidence which presumes.
that the States and localities should change their laws be
considered? Most of the evidence in favor of the program
is based on an assumption by the witnesses that Statq Saws
are not going to change to take advantage of the economic
benefits of a Federal presence, while the evidence availa-
ble which could....-4e used to support the contention that'
there is a net economic benefit is valid only if the States
change their laws.

The Interim Report, adopted on that day, contained the following
findings:

r-
(1) that if there are net economic benefits to the
affected localities, the revenues from those benefits
are primarily in the form of income and sales taxes
imposed and used by State government and local units
of general government, rather than by local education-
al agencies;

(2) that those revenues can only become available to
local educational-agencies through_substantialqanges
in State laws which would affect fiscal indepdhdence
of those agencies;

(3) that Federal policy should be neutral with respect
to the relationship between the States and their
subdivisions and with respect to fiscal independence
of local educational agencies; and

(4) that the policy in favor of treating the Federal
Government, to the extent practicable, as a private
owner is sound and should be-continued.

These findings were reaffirmed, in a modified form, at the Fifth Meet=
ing, and further modified and adopted, at the Sixth Meeting, as policy
frndings upon which recommendations were to be developed as follows:

(1) that, if ,there are net economic benefits to the affect-
ed localities, the revenues from those benefits are, except
in the case of taxes on the net .increase in property values

caused by Federal-pactivities, -primarily in the form of
income and sales taxes imposed and used by State government
and local units of general government, rather than by local
educational agencies;
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(2) that those revenues can only, became avAlilhbleto local
educational agencies throughsubstantial,changes in State
laws which would affect fiscal independence of, and, control
over, those-agencies;

(3) that Federal policy should be neutral withsespect to
the re'ationship bdtweeh the States and their subdivisions.
and with respect to fiscal independence of local educatilln-
al agendies;

(4) that the policy in favor of treating the Fedeial'
Government, to the extent practicable, as a private land-.
owner, under the school finance laws of the States, is
sound and should be continued;

5) at the economic benefits private land owners confer
on localities do not relieve those land ners of their
responsibility for real property taxes, a hough some local
governments do-gi limited tax relief to owners of some
;commercial prope y in .consideration of the economic
benefit derived fr the use of that property; and

(6) that increases in revenues from -Income and=sales taxes
resulting from Federal activities are not a relevant
consideration when determining the degree of burden placed
upb a local educational agency by Federal ownership and
use of real property but may be relevant in computing the
amount of compensation for that burden to that agency when
it is determined that those revenues are a fiscal ben
to that agency.

With these policies, regarding the scope and principles to be used in
making recommendations, in place, the Impact Aid Program and each of the
components of the program could be evaluated in accordance with the
following questions:

(1) What was the original premise underlying the program and each
component thereof?

(2) . What were the circumstances surrounding that original premike?

(3) Were the assumptions upon 'which the original premise was based
valid?

(4) What circumstances affecting the validity of Chat premise -have
changed?

(5) Have those circumstances so changed as to affect the validity of
the premise?
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(6) Is the original premiseatill

(7) If'so, what modifications in the program are necessary
more accurately the policy implications-of that premise?

.

(8) If the 0-14se is no longer valid, what changes are

It was with this approach the first evaluation Was made:
program' continue?

I

The-Impact Aid Program was based on the assumptions that --

(1) Federal property is s-elempted from- taxatiOn by State
governTents, under the Constitution; .

torefl4oi

necessary?

should the

and local

(2) the tak7-exempt status of Federal- property depriv0 local govern-
ments, which rely upon real property taxation for revenues, of neces-
sary revenues for the support of their operations; 0

v
(3) local educational agencies are to a great degree reliant upon real
property taxes for the local share of the revenues necessary to, sup-
port the operation of public schools;

(4) under the pattem of school finance in the United States under the
faws of the States, roughly SO percent of revenues from real- property
taxes= -are derlyed from taxes on residentialproperty, while the
remainder is derived from commercial, industrial- and utility property
taxes (which-are on places of employment);

(5) as a matter of fairness, Federal proir y should be treated, in so
far as practicable, in the same manner as private prop may;

.(6) Federal activities, whether or not assodiated with Federal proper-
ty, place children in the schools of local educational agencies
without the commensurate amount of local revenues necessary to provide
for their education;

(7) both the exempting of propeity from taxation and the placement of
children in public schools constitute a financial burden upon local
educational agencies;

(8) there should be compensation to local educational agencies for
each federally-connected child so that the amount available to support
the local schoolof the cost of education for each such child is
roughly equivalent to that which local taxpayers pay for the local
share of the cost of educating a child; and

0,) the local share of the cosbof educatiod should be determined
under the laws of the States.

.
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Thege.assumptions were examined and found to have been valid and, in
general, to be valid at thii time. ,On the basis of this examination,_
the ComMissian," at the .Sixth MeetAng, adopted policy findings upon
-which recommendations were to be developed as follows: -OW

(1) that, under a federal system of government, there
are constitutional reasons for its, continuation in
that it is one means by which ihe-Gongress may miti-
gate the adverse effects Upon the States andiatheir
local educational agencies, which result from the'
exercise of the power of^the Federal Government,
thereby limiting the potential for conflict between'
the necessary and proper exercise of power by the
Federal Government and the,right of the States and
their subdivisions to exist, which conflict could
arise as a natural consequence of the division of
sovereignty made by the Constitution with a federal
system of government;,.

(2) that, even though there are changed circumstances
0which affect the underlying slremisevof the program,

=those premises have validity -at this time and will
continue to have validity so long as taxation of real
property forms the Basis of support for the operation
of public schools, or so long asFederal activities
impokse a burden on these schools;

(3) that, since 1950, apProximately half of the real
kste property tax required- to meet the local 'share of the

cost of educating a child is derived from taxation of
residential property and half from taxation of .commer-
dial or Other real property; thus payments should be
mad& by e Federal Government to local educational
agencies n the basis of the use of-Federal property'

h as place-of employment dnd-as a place of
residence rid thoid-.0payments, should be cgmputed to
provide al of the liocal cost'of educating a child Who

-both resides, on Federal property and resides with a
parent employed on Federal property 'and half of tat
cost for a child who either resides on.Federal proper-
ty or'resi4eA with a parent employed on Federal
property;

(41) that there is noeubstantialbevidence before this
.0 s i,cin at this time which supports the contention

there are net economic benefits to local eduda-
t o agencies arising fr Federal activities which

gEte the burden imps upon thoSel agencies by
those activities; and

ti

S
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(5) that, because of amendments_ adopted since 1950,
changed circumstances, more nearly complete informa-
tion, and improved analytical techniques, refinements
of the program are possible and should be undertaken.

-Miring the course of the evaluation of the program changed circumstances
were found which were so substantial as to require modifications in the

i
program. These changes involve further development in constiAutional
law regarding inteTgovernmental tax immunities and the Power of the
Federal Government with respect the functions of the States, develop-
ments within the Impact Aid Program which implicitly incorporated the
concept- of adequate level of education, incipient movements toward
reform -of school finance laws within the States, changes in congression-
al attitudes with-respect to the extent th.at entitlements should be
satisfied, and improved analytical techniques-which make possible the
measurement of fiscal burden On the basis of empirical evidence.'

.

On the basis of these changed circumstances modifications of the exist-
ing program, were explored and recommendations were developed. Two
modifications are so extensive that they affect most facets-of
program. these art reflected in the following policy findings; 1-

,#

(1) that there-is an obligation of.the Federal Govern-
ment which arises from both- revenue buidens and ser-
vice burdens placed upon local educational agencies;-

(2) that the degree to which that obligation requires
compensation by the Federal Government should be based
on consideration of the burden placed on local units
of government and the cost of -*roviding an adequate
level of education for federally-connected children;
and /

4

(3) that, in d ermining.th amountgof compensation to
local eaucat nal agencies for that burden, the net
economic -benefit conferred by Federal activities-on
local educational agencies may be taken into consider
ation.

Critical to en understanding of whether Federal activities constitute a
burden on localeducational agencies and -whether the economic

- benefits
conferred by:activities compensate tor_ thatburden was the development
of analytical techniques in the field of,economics,which make possible
the measurement -of burden in.light of the benefits conferred. A model,
for measuring net:burden was developed by the Commission and tested-in a
number of cases. This model was examined by leading authorities in the
Afield of economic effects Of military bases and was found theoretically
sound. The iriformatiOn-availai4e from the use of that model suggests
dat there is a net burden resulting.from Federal activities.

d
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Since this issue is critical 'to this evaluation, the economic impact
study is treated separately, as a research method.

Upon adoption of the "policy finding that the Impact Aid Program should
continue, a presumption as placed in ,.favor of the program as it now
exists and a decision wa made-that recommendations in favor of modifi-
cations should be based pon substantial evidence, except in cases where
conflicts in policy ications required resolution, in which cases the
policy with the higher priority or more direct connection with the issue
would prevail.

In summary, those policies are as follows;

(11 teat the Impact, Aid Program should be continued with refinements
aand modifications, as may be appropriate;

(2) that budgetary considerations should not be a factor in determin-
ing the amount of entitlement (assessing bprden and compensation
therefor) ,but may be a factor in allocating funds when appropriations
are insufficient to satisfy all entitlements; and

(3) that the Federal Government should be'neutral with respect to the
merits of the laws of the States.

D. -METHODOLOGY- OF THE-EGON C- IMPAC STUDY--

Introduction

The Commission conducted'aneconomic impact study in order to measure
the fiscal impact of Federal facilities on local educational .agencies.
The goal of the study was to determine whether a Federal presence in a

community confers,a benefit, or places a burdip, upon the finances of
local educational agencies. This-study-attempted an intensive effort to
evaluateklether agencies receiving Impact Aid receive a net economic.
benefit or burden from the presence of the Federal Governmentiin their
community.

Economic impact of`Federal activities on local educational agetic es is
important to a study of Impact Aid for at least two reasons:

a Eligibility for Impact Aid under section 2 of the statute depends
directly on whether a local educational agency receives a net eco-
nomic- benefit or burden ,from the Federal presence. From the original-
statdte to the 1978 amendments, the legislation has provided for
entitlements only if revenue gains from the facility failed to
"Substantially compensate" for revenue losses.- According to the
statute, the local eduCational agency is entitled to receive an
amount "equal to the continuing Federal responsibility for the
additional financial burden with respect to current expenditures
placed on such agency by such acquisition of property." That princi-
ple has remained unchanged for thirty years while other portions of

2
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11/the statute have been amended-repeatedlye--

'o The Education Department has based its proposed program cuts for
fiscal 1981 in part on the rationale that a fyderar installation
confers a net economic benefit on a locality:---1 Presidents since
Eisenhower have frequently_ justified cutbacks by claiming that
revenue gains from the facility do exceed-losses. Local educational
agencies have countered by asserting the ,opposite--that Federal
bristallaetond impose a net burden on local educational agencies.

4

How does the mode measure burden? ATtFederal facility influences the
finances of a local dlupational agency by affecting its expenditures and
revenues. SChoolchildren associated with the facility add to the
agency's 40penditures. Employees affiliated with the installation
contribute ta the local tax revenge of the agency, though the facility
itself contributes no property tax revenue. The installation also

11/ The statute-provides that when the Federal Government -has, since
1938, acquired property constituting at least ten percent of the
assessed valuation of a district, the local educational agency for

-that district is eligible for section 2 aid if theFederal acquisi
tion has placed a substantial and continuing financial burden on
such agency...and...(thej.agency is not bAing substantially compen-
sated for the loss in revenue resulting from such acquisition by
increases in revenue accruing to the agency from the carrying on of
Federal activities with respect to the property so acquired...
(Pub. L. -No. 874, Eighty-First Congress, S2, 20 U.S.C. 36 (1950).)
The local educational agency is entitled to receive any amount
according to the statute, "equal to the continuing Federal responsi-
bility for the additional financial burden with respect to current
expeqditures placed on such agency by such acquisition of property."
(Id.)

12/ Commissioner of Education, William Smith, testifying at the Commis-
sion's first hearing in Washington, D.C. on January 31, 1980, said:

Over the past 15 years there have been 'two major mandated
studies of the Impact Aid Program.... .While each study
has recognized the existence of a Federal impact, none
has been able to do much with the question of the degtee
of net impact of Federal installations .on the community.
We do know that Federal installationd are actively ,sought

by communities.... This is done With the full knowledge-
that Federal property is otax-exempt and that the influx 4
Cf new workers and their families may4require additional
services.***

pp

The assumption must be made, theref re, that most commu-
nities consider such activities 'a net economic plus..4.
(Transcript of Hearing before the ComMission on the
Review of the Federal Impact Aid Program, Washington,
D.C. 7 (January 31, 1980).)
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affects State educational aid to the agency: most State aid formulas
increase assistance as the. assessed vaulation per pupil in a district
decreases.

4
When a facility increases agency expenditures more than it increases the
agency's revenues, the effect of the facility is to impose a burden.
When federally-attributable revenues exceed federallymattributable
expenditures, the facility has conferred a net behefit.

In determining the Federal burden, the study focused on the age y's
current expenditures, i.e., its maintenance and operation costs.
Impacts on capital costs were not examined both'because the Impact Aid
statute reimburses agencies on the basis of current expenditures and
because the cost of construction, like otherioverhead costs, cannot be
divided up and attributed to federally-connected pupils.

4%,

In considering Federal contributions to revenue, the study disregarded
the effect of the facility on categorical Federal aid. Agencies have no
discretion in determining how categorical funds are spent because
Federal regulations direct the funds 0 specialized needs. Thou _h the
Federal' presence may affect the level of categorical Federal aid, these
funds are provided on the basis_ of other criteria and may -not be used
for school maintenance and operation -expenses; therefore,_ the study
assumed that they do not affect the fiscal status of a local educational
agency.

While it necessdry to consider the -current effect of the Federal'
facility, the true impact of the installation can hot be captured unless
it is considered in historical context. Most sites occupied by Federal
facilities would have been used for purposes ran-king from residential
and du:imercial to agricultural or industrial uses. In many cases, a
variety of uses would have been made of the site, depending on the
quality of the site; the growth of the region,. and the needs of the

.

area.

Like the Federal fac4ity, alternative use of the site would have gener-
ated expenditures all-fevenues for the local educational agency. Resi-
dents woad have paid taxes and would 'have had children attending publid
schools.'ir In contatt to the Federal installation, industrial,'commer-
dial, Ors ultutal establishments on the site would have provided
property venue for the local educational agency.

. _

The net benefit 'to the agency from alternative use of the Federal site
are what economists refer to as "opportunity costs." These costs stem
from opportunities sacrificed_ because resource was not used in the
mbat produdtive way that is possible. 7fie full cost of a resource is
the,sum of its direct'and opportunity costs. For example, in deciding
whether or not to attend college, a prospective student should consider
not only the direct cost of attending school but also the wages he could
be earning if he chose to work instead.
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The Commission study incor porated the opportunity cost for legal as well
as economic reasons. Section 2 of the Impact Aid statute provides
guidance on the treatment of Federal ownership of land. It requires
(that the entitlement of an agency "shall not exceed the amount which
such agency would have derived...anr ld have had available for 957
rent expenditures from the property acq *red by the United States."
In other words, Federal compensation sho ld take into account alterna-
tive use of the site.

A determination, of how much property tax revenue--as well as education
costs and Staeeaid--would be generated if there were no Federal facil-
ity requires informedprojection about how that site would have been
used. Parallel compTiations then reveal the fiscal impacts of Federal--
facilities and alternative site use. A comparison yields the net impact
of Federal property -acquisition.

The primary consideration, then, is how a facility's fiscal impact on a
local educational agency compares with the fiscal impact the site would
tye had if the Federal-facility were ,not there? More specifically,
at is the diffeence between the net expenditures imposed by the

facility and the net revenue generated? The calculation of true burden
is made by comparing the burden or benefit of the base with the burden
or benefit under alternative use. That is:

Net Burden-= (ExpenditUres, Base Revenffes, Base)

- (Expenditures, Alternative Use\- Revenues, Alternative Use)

Federalimpact can also be computed by comparing the difference of
expenditures under present and alternative use with the difference in

'-'revenues under present and alternative use. That is:

Net Burden = (Expenditures, Base - Expenditures, Alternative Use)
(Rdvenues, Base Revenues, Alternative Use)

When local, site- specific data are used for this computation, the result
is the most precise estimate possible -of the true impact_of the Federal
facility on the local educational agency. It shows the fiscal effect of
the Federal acquisition of property that would-have been used for other

.

purposes.

13/ The report on the original bill from the House Committee Im,Educa-
tion and Labor added that the C ssioner, in determining the
amount of entitlement under seostion 2 may consider various factors
indicating the actual current, 'effect of property acquisition
upon the local agency in terms of its abi ity, with thelsources of
revenue available to it, to\meet its educational cost44 and the
present impact of the acquisiti-on its cost and ability to Peet
them."

The Commission used fiscal year.1979 data--the most recent year for
which data was consistently available--to determine economic impact
of Federal activities on local' educational agencies..
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The Study Sample

The economic impact study focused on the impact' of military bases on
local educational agencies. The Commission chose to examine the effects
Of military bases--and no other types of Federal facilities--for the
following reasons:'

1, The Impact Aid statute was designed in 1,950 to help local educa-
tional agencies co with fiscal problems resulting primarily from the
presence of militar bases within their scho l districts.

40 This statute was the culmination of a decade of piecemeal attempts by
Congress to provide relief to local educational agencies with military
bases established, for the most pait, during World War II. In 1941,
Congress passed the Lanham Act, 4thich was designed to tide over
federally,affected agencies through-the end of the War. Readjustment
to peace-time conditions_occured more slowly than expected, however,
and Congress provided assistance for maintenahcei and operation of
schools each year from 1946-1950. Each year's authoriing legislation
explained that the intent of Congress was -to withdraw Federal aid as
soon as possible.

In 1949, the House Committee on Education and Labor appointed two
subcommittees to study the issue. The subcommittees,-studied 410
school-districts, or abott 70 percelit of the federally-affected
agencies in the -United States. Military bases were the type of
Federal installation in over 75 percent of the 410 districts examined
by the subcommitees.- the findings and recommendations of .the subcom-
mittees laid the groundwork for the 1950 Impact Aid statute.

.

A decade=of legislation aimed at agencies with bases, and the extent
of military impaction in 1950 both indicate that the statute was, for
the most part, a response to problems created by military bases
located in school districts.

-2) Today, Impact-Aid on behalf of children associated with military
bases is by 'far the largest part of the program. Over half of the
Public Law 874 funds go to schools serving children connected with

J.-bases. The next largest group triggering Impact Aid payments is
,Indian children; schools educating Indian children receive about
one-eighth of the Public Law 874 funds.

In 1979, nearly $700 million 'as distributed to local educational
agencies with federally-connected children: over $350= million was
spent to cover children associated with military balls/. Schools
serving Indian children accounted for about $90

14/ This information was supplied by the Division of SChool Assistance
in Federally Affected AreasASAFA), Department of Education.

MA



3) The National Plannihg Association designed-ap economic impact model

for the Department-of Health, Education, and Welfare in 1974 to
measure the impacts of military bases. Its report was filed nine
years after the Staaford Research Institute applied a more general
economic impact model to five local educational agencies, most of
which Oused military bases. Though /the National Planning Association
model was devised to measure impacts on the community, and not the
local educatonal agency, the Commission adapted many of its sugges-

,

tions.

The National Planning Association model incorporatgd a number of
distinctive features of military bases. Among these were non -wage
military income, the fiscal effect of on-base residency and purchases,

the different multipliers for military and civilian personnel, and the
concept of alternative use.. A model that tried to study the opportu-
nity costs of land put to other Federal use- -e.2. Indian reservations
--would encounter different features and problems: the\age of Indian
reservations and the legal complexity of United States-Indian treaty
obligations would make the task both different and difficult.

The Commission selected for its study sample four school districts:
Bellevue, in Bellevue, Nebraska; Douglas, in Box Elder,'South Dakota;
Chambersburg, in Chambersburg, Pennsylvanfa; and Escambia County, in
Pensacola, Florida. All house military bases: These districts satisfy
each ofithecritertaTestablished-by the-Commission for its study sample.
Those criteria were as follows:

1) Heavy Impaction. The study examines local educational agencigA
with a substantial percentage of base-connected p Ails. These
agencies are the most dependent on Impact Aid and therefore stand to
lose the most from budget cuts. In addition, the range of error in a
Study of more impacted districts Could be larger, than in a study of
less impacted districts without the ultimate outcome being affected.
The Commission anticipated that the result of each case study-whether
a benefit or burden - -would be substantial in a heavily impacted
district. The magnitude of the outcome would allow conclusions to be
drawn with greater, confidence.

The percentage of base-connected ichildreh in each district is as
follows:

Box Elder, South Dakota. ...

Bellevue, Nebraska. ... . .

Chambersburg, Pennsylvania..
Escambia County, Florida...

2) Diversity. Two
A",districts where
military personnel
has a large number

..79 percent

..66 percent

..20 percent
...19 percent

of the districts, Bellevue and--Douglas, are "Super
over a0 percent of the pupils are= the child'en of
living on 4gse. A third district, Chambersburg,,
of civilian "Fr students, the children of civilian

.2
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base employees-living off base: about 19 percent of the pupils are
civilian "B's." _Escambia County, the fourth district, has a substan-
tial- numberof both military and civilian "B" students: about eight
percent of its student population are military -"B's" and nine percent
are civilian "B's."

. 5

Two of the 110triots are located in rural areas and two in metropoli-
tan areas. /Douglas, a "Super A" district, and Chambersburg Are
both located in rural areas; Bellevue, also a "Super A" district, and
Escambia County are parts of metropolitan areas.

The. variation is described in the .f011owing table:

I Rural

SUPER A
1

HEAVY B
Civilian 1 Military

Doug tas Chambersburg_
Metropolitan_ I Bellevue i Escambia -County Escambia-County

3) Geographical Distribution. DistrictS_from different regions of the
country were selected in an attempt to furthei diversify the sample.
Of the four distxic s one each is from the Northeast, the South, the
Midwest,-and thejle

1
4) Independent School Districts....The study focuses on local educi-
iional agencies with independent revenue-raising authority to simplify
the task of isolatiml,base-attributable.revenues and expenditures.
Dependent local educational agencies do not raise their own revenue;
the revenue is raised by another governmental unitusually -the city
government--and then distributed to lodal eddcational agencies. This
extra step complicates determination of base impact because the
percentage of revenue passed on to the-agency may vary from year to
year. Identification of base contributions to educational revenue
would be more time consuming and probably less reliable if the educe-
4_06n portion of the dity budget varied substantially. Independent

15/ The study uses the U.S. Census definition of metropOlitan area (or
SMSA--Standard Metropolitan Statistical Area) to classify the
locations of school districts. The Census definition of a metropol-
itan area is as fcalows:

Except in the New England States, a standard metropolitan
statistical area is a county or Troup of contiguous
counties which contains at least one city of 50,000
inhabitants or more, or "twin-cities" with a combined
population of at least 50,000. In addition to the county
or counties pontaining such a city or cities, contiguous
counties are included in an SMSA if, accordingo certain
criteria, they are socially and economically Integrated
.with the central city.
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districts are also far more numerous than depepdeq d t c s. over 90.
percent of public school systems are independent.--

5) Single Federal Facility. The Commission chose districts with one
major military base and Sew Federal installations other than the base.
Districts with just one military base were selected because the time
required to collect data from several bases and perform many more
calculations would have cut down on the number f districts that could
have been studied. The_COmmission also avoidi7d districts with major
non-military installations because an analysis bf the base's impact on
the local educational,. agency would describe only one partJof the total
Federal impact.

Both Chambersburg and Escambia County have pupils. living in low-rent
public housing, but in neither district do these pupils constitute
mo e than four percent of the student population. Estambia County
a o educates a small number of pupils whose parents work on a base
located several counties to the east.

6) Availability of Data. Only those districts were chosen for which
reliable data about the school system, military base, and local areas
were readily available. While information abo,pt the district and town
are generally collected at the Federal level and therefore of fairly
uniform-quality, key information about personnel working on base is
provided by each. base. The quality of the data varied widely from
base to base, and those districts that were selected had bases that
kept relatively complete data.

Data Collection

Commission staff visited the four sites under study to gain an under-
standing of the dynamics of the area and to obtain the most precise and
reliable data available. While Federal statistics provided much of the
information, some essential data could be collected only by interviewing
local offi4als. The key people interviewed during the two-to-three day
site visits were the business manager of the local educational agency,
the military comptroller, the county tax assessor, the city and county
planner, and local historians.

Some of the important data obtained from these sources included the
following:

(1) From the business manager of the local educational agency: data on
the number of children from each Federal installation and how many
were military or civilian; per-pupil cost figures for the State and
for comparable school districts; the taA structure of the local
educational agency and the amount of revenue raised by each tax;

16/ There are 15,115 independent school systems, as opposed to 1,386
dependent school systems. Bureau of the Census, U.S. Department of
Commerce, 1977 Census of Governments: Finances of Schools Districts,
vol. 4, no. 1, at (1979).

I



and, finally, the State aid formula, how it worked, and how much
revenue it provided to the agency;

. =

(2) From the military base comptroller: the number of base employees
living on base, in the school district, and in the county (or SMSA);
the percentage of those employees that were military and civilian in
those areas, and their average salary; and the amount of on-base
sales;

(3) From the
revenue from
valuation of
mobile homes
automobiles,
and

tax assessor: the percentage of district prbperty tax
residential and commercial sources; the mean assessed
agricultural and industrial property; tax treatment of
and their average yield; and the number of mobile homes,
and recreation vehicles owned by military employees;

(4) From the city and county planners, and from local historians,
topographers, or regional economists: projections about low the base
site might otherwise hive been used had the Federal Government not
moved in. Where the establishment of therbase predated World War II
so that the development of the base and the area have been closely
intertwined, the Commission requested projections about how the site
would be.used were the base to shut down in the near future.

In raising this question, the Commission was guided by tenets of
economic geography, which attempts to understand how, land is allocated
among the many activities that could be competing for it. This
discipline assumes that land use Is shaped by systemic forces, rather
than unpredictable human decisions. The Commission therefore asked
local land-use experts to projeCt alternative site use with two
perspectives in mind:

o .What uses does the site itself seem conducive to, taking into
account its topography, geology, and resources?

o What has been the pattern of development in the surrounding
region?

The Commission sought to achieve some certainty and consensus by
requesting estimates within a range of values. The result was a range
of projections about how the site would have been divided up among
residential, commercial, agricultural, and industrial -uses. The

ssion was then able to estimate the fiscal impacts of the site's
alternate use. The key assumption that-had to be made,to complete
this calculation was that the practices of the local educational
agency and the State would have been the same as they are today,
and that the per capita income and number of unemployed in the area
would also have been the same. Thus, the study used current data for
variables such as tax rate, assessed valuation ratio, per-pupil cost,
State aid formula, the number of unemployed, and average county
income.
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The Economic Impact Model

A thorough unclerstanding of the model itself requires an examination of-
its internal logic. The discussion that follows begins with an analysis_
of the structure of the model. The most important calculations. are
presented in_ummary form; a more extensive and detailed presentation is
given in Ap ndix G.

Following the analysis of the model's structure, the most important
assumptions of the model are discussed to show just'where generaliza-
tions had to -be made. Like any model, the economic impact model relies
on these assumptions to simplify reality so that the total economic
process can be described.

As part of this simplification, certain variables had to be' excluded
from the model. The least consequential and least_measurable variables
were excluded to permit analysis of the key interactions. Discussion-of
these variables follows the analysid of the model's assumptions.

The description of the internal dynamics of the model is followed by a
broader evaluation of the overall model. The Commission model is put
into perspective by comparing it with other models of its type.- Both
economic impact and cost-benefit models are analyzed to understand their
purposes and their'applications. The Commission model is compared with
both types of models to show where it adheres to'the norm and where-it
deviates.

A summary of the results of the model is then presented to'prepare the
way for the ultimate test of any model's methodology: is the model
valid? An exploration of economists' thinking on validation is under-
taken to try to evolve a profyssional standard.. Thit standard is then
applied to the Commission model' to'determine how well it compares
other models. Though insufficient data precludes a foolptoof test of
gv lidity, sufficient evidence has been gathered to permit a_meaningful

age of the model's value.

The model measures the impact of the base and of alternative site use on
the local educational agency's expenditures and revenues. It determines
the net impact of the base by comparing the burden or benefit'to the
agency of the base itdtv-lfri-I-h the burden or benefit of alternative use.
Another way of phrasing the same calculation is that 'net it is
determined by comparing the difference between the expenditures imposed
by the base,and.alternative use and the, difference between the revenues

(contributed by the base and alternative use.
4

The computation of expenditure effects-is a relatively simple operation
involving the number of pupils, the employment multiplier, and per-pupil
expenditures. The revenue side, however, is more complicated. The
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model considers four sources of agency revenue: residential property tax
revenue,_ commercial property tax revenue; general fund State aid, and
miscellaneous "other" local revenue, which refers to local non-property
tax revenue. Categorical Federal aid is excluded because the local
educational' agency has little discretion over its use.-

4

A flow-chart description of the way that revenues and expenditures
:attributable both to the=base and to alternative use are calculated is
`shown below:

Revenues

Employees
Income

Income
1 Multiplier

Total
Indome

Income, Residents
1 of School District

1 Residential

Property
i Tax

Revenue

THE ECONOMIC IMPACT MODEL

BASE/ALTERNATIVE USE

Consumption in
School District

Misc;

"Other"

Sources
of Local
Revenue'

Commercial
Property
Tax

IRevenue

Expenditures

Employees in
1 School District

Emp oyment
, Multiplier

1

Total
Employment 1

Y

2

rPupils in School
1

!District

1 State 1 Expenditures
Aid i
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The following is.a summary of the computations required to determine the
net economic impact of a military base, on a local- educational agency;

Expenditures

(Base-connected or Altefnative Use Employees
x Employient Multiplier x Pupils/Employee]
x'Per-pupil Expenditures

Revenues

a) Residential Property Taxaevenues =

No. f Base or Alternative Use Employees x Average Personal Income
x Income Multiplier x Income, District/Income, County or SMSA

Income, Base or Alternativ Use Employees, District

Income, -Base or Alternative Use Employees, District/income;
x Residential Property Tax Revenues, District

4 b) Commercial Property Tax Revenues =

NO. of Base or Alternative Use Employees x Average Personal Income
x Income Multiplier x Consumption/Income

Total Consumption, Base or Alternative Use Employees

(Total Consumption, Base or Alternative Use Employees - Base Sales)
x Co umption, District/Consumption, County or, SMSA

1:74_ Bad or Alternative Ise Employees' Consumption, Distri4

Base -or Alternative Use Employees' Consumption,

District/Total Consumption, District
x- CoMmercial Property Tax,Revenue, District

d) State Aid

District

State aid attributable to the base is calculated by inserting base-
attributable ADA and assessed valuation into the State' aid .formula.
State aid attributable to alternative use is calculated by substitute._
ing5the ADA and assessed valuation of the site under alternative use-,
into the State aid fotmula. _r

d)-Miscellaneous "Other" Local Revenue

,Revenue Associated with Income:
Income, Base Or' Alternative Use/Income; District.

x Miscellaneous !Other" Local Revenue, District .

Revenue associated with population;

=Population, Base or Alternative Use/PopOlation, District
x Miscellaneous "Other" Local Revenue, District

Net Impact

(Eicpenditures, Bibe - Revenues, Base] i

( Expenditures,_ Alternative U'- Revenue's, pau ative Use]

Another way of looking at the same calculation:

, (Expenditures, Base Expenditures, Alternative ;Ise]
-1Reve.nues, Base - Revenues, Alternative Use



R'
4

-60-

the number of children in attendance at the schools of a local educa-
tional agency as the result of a Federal activity is equal to the sum of
the number of schoolchildren of persons employed on the base and the
number of children of employees whose jobs Were induced by the spending
of ).,ase employees and their families. The number of induced employ-ru
ees--- is determined from the use of an employment multiplier that
`calculates the non - Federal. employment in a communityresulting from
spending by families of base.employees.

The per-pupil expenditure for a local educational agency 0 determined
on the basis of average'per-pupillexpenditures in the State-in which the
local educational agency is located and the weighted average of per-
pupil expenditures incomparable school districts.

Revenues affected by Federal activities are determined b calculating
the Federal-contribution to four primacy sourcesOf revenue: residential
property taxes, 'commercial property taxes, State aid for local educa-
tional agencies, and miscellaneous "other" local revenue.

Residential property tax revert-ties are calculated by mu1tid2ying the
residential property revenues of- the local educational agency by the
percentage of restdehtial itrycome in the,district ,-onstituted by the
income of base-attributable-m.Zemployees.

Commercial-property tax revenues are calculated by muttiplying the total
Commercial property tax revenue in the district by the percentage of
consumption in the district that is attributable to'the base.

State aid for local educational agencies is affected by Federal activi-
ties because most State aid payments take into consideration the as-
-sabsedvaluation of taxable property and the number of children in the
district of a local educational_agency. When property is exempted from,,_
taxation or when the number of childrenincreases, the average per-pupil
assessed valuation decreases and the amount of State aid triggered by
the base incr 'ases. To determine the amount of State aid attributable
to the base,, the model inserts into tihe State formula the Aount of as-

* sessed valuation a spciated with the places of residence, employment and
shopping of base- tributable employees and the number gp.schoolchildren
associated with.these employees.

17/ "Induced" refers to thole employees (as well iks their school-
children and'income) in the commercial sector who were hired to'
accommodate the spending of base employees. 0'Th-die employees are
the result of the "multiplier effect."

18/ "Base-attributable" refersto the sum of "base-connected" and
"base- nduced," and applies to employees, their incomes, their
schoolchildren, and their families. It also applies to the expen-
ditures and revenues of the local educational agency that have been
accounted for by base-attributab;e.famr Also; see note 168,
infra.

,
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Implicit in this calculation is the fact- that the true measure of any
Federal burden on a local educational agency is not achieved because
State aid programs do, to some extent, pay the coat of Federal activi-
ties. The model does not attempt to determine whether the States
themselves'have a net..fiscal burden as a.result of the Federal presence.
No method for measuring the fisca 'benefits received by the States frqm
Federal activities has been devis d; nor has a means for determining how
any ,such ...theoretical benefit accrues to a particular local educational
agency been devised.

The Federal contribution to miscellaneous .lother"_loCSIrrevenue, which
includes "local incometaxes, fees, and charges, is determined by multi-

f
pl ing total "other" revenue in the district by the proportion of income
or population (depending on whether the tax is a function of income or
population)' comprised by base-attributable employees.

The same procedures'are used to ulate the fiscal effect of alterna-
tive use of the site, except that judgment 2 are exercised as to what the
alternative use would have been. Alternitive use is determined on the
basis of local experts' projections about how the base site would have
been used 'had there never been a Federal presence. When the Federal
installation was established be ore World War II,'however, this alterna-
stive.use is determined on the asis of h9w the site would be used if the
Federal base were to close.

Assumptions of the Model

A look at the key assumptions of the economic impact model will reveal
how its various threads are woven together. Assumptions simplify any
model because they permit generalization. They spare the need for
detailed studies of each item and allow the model td_go forward even
though complete data may not be available: Often, assumptions represent
the best statements that cap be made about problems involving-data that
are inconclusive or unknowable.

In the case of the Commission model, these assumptions included the
following:

1) The Model uses two per -pupil expenditure figtifes in detetmining
baae impacts, on expenditures: the average State r-pupil cost, an
the dthrage

19/
per-pupil cost of comparable local edudityonal agencies

the STIte.--- The choice of which pee-pupil expenditure figures to
use was not a critical one: the conclUsions of the study were not
sensitive'to per-pupil expenditure figures. In fact, a wide range of

19/ These figures have been used only because they are the best an most
nearly uniform data available which can be used to alculate cost of
education. This use assumes only (that local ed ational agencies
spend what they can and not necessarily what the ought to spend to,
provide an adequate level of educaton'to bas connected children.
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'per-pupil expenditure figurAs
/
could have ben used without affecting

zu
the outcomes significantly. --

The model ,does not Lie'the pqr-Pupil expenditure figure for the
impacted districts under study because the .figures of those districts
include.Impact Aid- payments and federally-connected pupils. To use
the agencies' per-pupil expenditure figures'in the study would b4 to
assume that the Public Law 874 payments preciselyA cover the'actual
costs in the agency. The ieodel can not assume the legitimacy of the
very program that the Commission is reviewing

The model-must turn to sources outside the impacted district for the
Per7p44. expenditure figdre of that district. The State laverage is
one number the model uses because the State is the juritdiction most
r resentative of the district in location and size for which data is
ava lable.

To avoids the distortions in the study that would result from a diver-
gence between per-pupil expenditures of the local educational agency
and the State, the model also uses the average per-pupil expenditure
of the comparable local educational' agencies. Two of the districts

20/ The Commission tested the sensitivity, of the thOel to per-pupil
expenditures by determining what per -pupil expenditure figure
would have to be used each case study to change the outcome of
the base's ithfact from a burden to a benefit. In three of the fou
cases, the per-pupil cost- figures that changed the outcomes were o
deviant that no district in the State had per-pupil dosts of hat
size. In the fourth case, only ten percent of the distri ts n the
State had a per -pupil cost figure of that size.

The Commission also tried inserting the national averagcr of per-
pupil expenditures because it is the only other conceivable per-
pupil' expenditure figurethat could reflect what a district really
spends. The purpose-was to see whether any legitimate figure that
could have been used in the study would change the outcome that the
burden of the base in three of four cases was commensurate with
entitlement. The use of the national average of. per-pupil expendi-
ture's -- rather than State averages and the' average of the five
comparable districts--had only a slight, effect on the outcome. The(
burden remained commensurate with entitlement. The range of compa-
rability was slightly widened, however4 using just comparable
districts and State averages, the three burdens fell within a 21

percent range of entitlement; whell the national average was also
used, the burdens were a1. within 30 percent of entitlement.

110

The reason for the limited effect of the choice of the per-pupil
.

expenditure figures--the average of the comparable districts, the
State iverage4 and the national average--on the. result is that all-
the figuresipplicahle to a district were within 21 percent of each
`other.

'00

'

2



under'study--Bellevue, Nebraska, and Douglas, South Dakota--use the
comparable district athod in computing their annual entitlement. The
comparability of these five-non-impacted local educational agencies
has beencentified, by the Department of EduCation on the basis of
-various criteria'suCh as the number of pupils in the districts, the
,mill rates, and= -the tax bases of the local educational .agencies.

The two other' agencies, Escambia County, Florida, and Ch ersbur§,
Pennsylvania, do not use the comparable district meth. but instead
use half the national and half the State average, re-vstively,Sfin
computing their entitlements. To select the comparhble astricts tor
these agencies, the Commissipn approachedhe respeCtive State depart-
meets of education: 41 Florida, the State deputment of education had
already grouped the local educatiorial agencjis in the State on the
basis of five criteria: ,populatiOn,' average family income, eseicent
urban, median education, and number of white-collar worters."E The
Commission selected the four agencies in the Escambia County grouping
that were not impacted and used the average of their per-pupil costs.

r Chambersburg-

For Chambersburg, the Cbmmission requested that the De-
partment of Education select five comparable agencies f
on the basis of the Department pf Education criteria.

The model thus obtained two figures for each local educational agency
--State per-pupil expenditure 'and comparable local educational agen-
cies' per-pupil expenditure--that it used as the per-pupil expenditure
figureg for the local educational agencieslander study.

The model does not include capital expenditures in,per-pupil expendi-

/ tures both .because the Impact Aid statute doss not consider ttie
Federal impact on capital expenditures and because it is difficult to
attribute a discrete portion of these costs to a group of students.
The relationship between- the number of pupils and the amount of-
capital expenditures is not clear. Furthermore, capital costs are
financed-over a period of me,. and attributing these expenses to a
fluctuating number of stud ts would require a. heroic effort offering
returns of limited value.

.

. .1

2) Ih general, the model ass s that duced employees live throdigh-
out the county (or metropolit area, depending on the site), and that
their tendency to live in tlYe school district is the sane .as that of
other county residents. The assumption that'the residential loastion
vatternd of induced employees are similar to those -of everyone else in
the county is used to estimate the contribution induced employees ma)e
to local educational agency finances. The key operation is the
multiplication of the number of induced employees by the ratio. Of
*school.district population to coanty population.

ft

Thid, assumption applies .to all bases where the umbep. of military
children' constitutes less than 20 percent of ail pupils in the dis-
trict or wfiere the base is in a metrIblitan area. Jr: areas of this

n.

ti

A,

V
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sort, base employees liv throughout the area, and commercial develop-
ment is fairly typical. ase employeet willollive throughout the county
would tend to-shop.a11.817er t county:-.-(induced employees hired to
accom date this increased dema d would Mork throughout the county.
They wotzld also, therefore, tend to live throughout the county in a
random pattern-similab\to that of other county residentst.

In rural districts where military children make up 2.0 percent or more
of total pupils in the district, ,e.g., in the rural "Super-A" district''
of Douglas, South Dakota, the model's assumptions about induced
employees are modified to reflect. economic facts in those areas.
Commercial development in heavily military areas tends to cluster
around the base itself to accommodate the persOnnel living on base.
This is especially true in'rural areas, where. the base'may provide the
densest residential cluster. 'Induced employees are therefore likely
to 'work at stores in the district itself--in fact, very close to the
base--rather than ,at stores throughout the county. . The location pat-
terns of induced employees ar likely to parallel those of employees
on base since, their places .bf work are adjacent. Thus, the model
assumes, that induced employees are dispersed in ,a pattern similar to
that of base employees in rural, Super A" districts.

Regional economic impact studies have used similar techlypes to
reduce national impacts to the regional level. One study--(had to
reduce national employment effects for application to just Massachu=
setbs and New Englnd. To estimate the residences of the induced
employees, the study assumed that the residential patterns of these
employees reflected the location patterns of all employees throughout
the United, States. This involveti dividing the employment" in Massachu-
setts and New England by the United States totals.a

3) The CommissiOn model 'assumes that the residential property tax is
proportionate to income, i.e., that the amotnt of tax each reS.4dent
pays on hisorehl property increases proportiohately with the amount of
income he earns. The model_Leleids on this assumption to determine the
amount of residential property tax attributable to employees associat-
ed with the baseand with alternative use. The operation is to
multiply the residential property tax revenues Collected by the agency
by the portion of district income attribUtable to base and induced-
employees living in the school district.

Most sCholard hedge 'their conclusiont about who--the rich or the
poortends to pgy the residential property tea( because of the wide
variation in local property bases and assessment practices. They
agree that definitive ,statements can only be made for .a, particular

-21/ This assumption is based on the remise -- adopted by the Bureau of
Economic Analysisgthat all commercial activity by base employees
living in.the county takes place within the county.

22/ John J. Hughes, "Disarmament and Regional Employment," 5 Journal of
Regional Science (Winter 1964).
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locality, rather than for the country as a whole. If forced.to "Offer
an opinion about the national incidence of the taxivmany scholars
would argue that it is -probably mildly.regressive.--10ne- important
dissenter is Henry Aaron, former Assistant Secretary in the Department
pf Health, 4ducation,, and-Welfare, and 'currently at the Brookings
Institution. While he agrees that only.a locality-by-locality study
would have ay validity, he feels that the residential tax is progres-
sive in the long run.

The Comeis-sion lacks the resources to 'determine progressivity or
regressivity at-each site it studies. The model,- therefore, has to
apply-a single standard to each of the sites.' In light of the.des-
agreement among experts about national incidence, the assumption of a
proportionate residential property. tax- seems a fair one to make.

4) te Commission,model- assn ea that the per capita income in the
district is the ,same as in the county. This assumption is made so
that residential \property tax revenue Can be computed with as much
pr cision-as possible, Income data, which is-available only on the
county level) must be used because of the model's assumption thatthe
residential property'tex 4s proportionate to income.

The idea for using income data originated in the report mad by the
. National Planning Associa 'to the Department of Health, Education,

And Welfare. This idea, th Commission felt, improved on the method
used by the Stanford Researc Institute (S.R.I.), which used pupils

`instead
tof income,to estimate residential property tax revehue

4 attributable to base employees; By using the ratio of federally-
connected pupils to total Off-base pupils, the S.R.I. study assumed
that the amount of property taxes .paid by the average federally-
connected family was equal to the amount- paid by the average family in
the rest of the district. The S.R.I. study also assumed that the
number' of schoolchildren per family was the..same in the average
federa4y-conncted family as in the average family in the rest of the
district.

The*Commission found that neither assumpti on was likely to be corre t..
In the districts studied, the average income of !lase employees exceed-
ed the average income of employees in the rest of the area, sometimes
by a substantial Margin. -In addition, the numbekof schoolchildren
per family, the COmmission.foundg was substantially larger for the
average military family than for the average family in the area. The
,Commission felt that the use of income, rather thantpupils, to esti-
mate. residential property tax revenues substantially, ,improved the
model and justified the possible discrepancy between schoof,district
and county figures. 4

23/ See, for e3amplerRichard Bird & Enid Slacks, Residential Property
Tax Relief in Ontario', University-of Toronto Press, Toronto (1978)
and°Dick Ne4tzer, The Incidence of the Property Tax Revisited" in
26 Nat'l Tax U. 'Dec. 1973).

/
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*4.

5) The Commission model assumes that consumption is, proportionate to:
,income, i.e. that as income increases,jconsumptiOn rises by the same
percentage. s assumption underlies the estimation of commercial
property tax revenues attributable to'base and alternative use employ-

e ees._ From employee$' income, the model estimates their consumption
and, ultimately, their contribution to commercial property.tax,reve-
nue.

Studies ,have shown that consumption pqiiierns over the long ru vary
proportionately with long-term income.--(' These studiei, which dem-
onstrate .long-term correlation between consumption and personal
income, confirm the assumption of the Commission model.

6) The Commissio model' assumes that the market value of a retail.
establishment' is or related with its sales volume.. This assumption is
made to link base employees' consumption with the commercial property -

tax -revenues Melded by stores patronized by these employees. When
linked with the previous assumption tyidg income and ,FFInsumption,
this assumption completes the chain between 'employees'' income -and
the amount of commercial property tax revenue for which they are
responsible.

0 The Commission under ook a study to examine the correlation between
market value and s es volume for retail establishments. Data on
annual sales was u and, as a prosy for market :Wue, the product
of price per share ant the number of common shares.--(The Commission's
study covered 27' national retail chains, including 'supermarketb,
department stores,.drug stores, hotels,-and fast fopd chains. Using a
Pearson test, the Commission found that a correlation between market
value and sales existed with 95 percent confidence. This finding
suggested a very strong linear relationsh4p.between market value and,
sales, confirming the model's assumption.

'

7) The Comulission model assumes that variables used in computing
alternative useincluding the tax 'Fate, -assessed valuation Katio,
per-pupil cost, number of'unemployed, guage county income, and State
aid formula--would be the same as they are today. This assumption is
ma4e because the determinants of these'xariables are too nameroui and
complex tp take into account. The State aid formula, for instance, ks
a product of political, economic, institutional, and legal faCtors

. well beyond the realm of the model. Prediction .of a different State'
aid formula under alternative use would'be an overwhelming tasks The
impossibility of taking all events into account frequently, compels

24/ Franco Modigliani & Albert Ando, "The 'Permanent Incobe' and' the
'Life-cycle' Hypothesis of Saving Behavior: Comparisons and Tests,"
in Consumption and Saving Vol II (I. Friend & R. Jones eds. '1960):
and, Milton Friedman, A Theory of the Consumption Function (1957).

25/ An_ approach suggested by Professor Minor Sachlis, Professor of Fi-
nance at George Washington University. _____



I

$

economists to mak:a-this asSumpti
ore "other thing's being equal,"

examine the important relationsh
dZtermined.

on. Referred to as 'ceteris paribus,"
the assumption permits economists to
ipsemong variables whose value can,be

- , . I/
These seven assumptions allow generalization about variables incorporat'-
ed into the model. *To make an analogy betwee; An economic 1 and a. . s

map, assumptions allow the mapmaker to draw each city bl k the same
width, to depict each Street as being straight, and to space parallel
ci ty blocks the same distance apart: In fact, of course, there are
endless variations in streets` widthe, courses, and distances. 0*

Variables Excluded

Like any economic model, the economic impact model excludes certain
variables: thc:Se that are not tele/ant (to the objective of the study,

N and relatively insignificant variables that would be expensive to
obtain.

Because of the cOmplexity of economic processes, it id often necessary
to simplify these processes in order to understand them. A,model
identifies the most important factors, strippin away nonessentials that
confuse the issue. Left exposed afe the struc ral relationships among
the important variables.

Economic models simplify reality 'by relying on'mords, diagrams, and
mathematics. They are actually not very different from physical models,
which accomplish the same purpose._ Maps offer particularly good analo-
gies for economic models. -They generally reproduce only the relevant

4 features of an area woviding only enough information to help a stran-
ger find his way. They omit extraneous characteristics such as dust,
air,'and noise, and blur details like variations in neighborhoods and
housing. A thoroughly representative map, like any such model, would be
.very costly and probably impossible to use. .

z
e. closer look at base impacts shows that some impacts' influence the
icharacter of the district and the quality of education, but do not
actually affect expenditures or revenues of the local educational
agAcy. Anieples.cited in testimony before the Commission include the,
higher absenteelsm of federally-connected children and stimulation
resulting from the presence of more *worldly" military children. They
are excluded from the study because they do not affect the financial
status of the local educational agency in any apparent, way.

Other base impacts, if not intangible, are very difficult .to measure.
Examples cited in testimony before the Commission include the high
turnover rate associated with federal connected childfen, the dispro-
portionately large number of federal -connected children in language
skills prdgrams; and compassionate tr nsfers of handicapped children.
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Thopth these immeasurable effects are real, it turn26put that, in the
context of the study, their size is xelativell;'

a

Another variable excluded is the effect of base procurement, or whole-
sAle purchases, on the local economy. Determining thi, impact of p'o-
curemept would cost the Commission $5,000 per site.' The oniy way around
this expense would have been to try to capture the range_of possible
local impacts and apply this range to each locality. Unfortunately, the

4 size of the procurement multiplier varies so widely. from locality to
locality that economists at the Bureau of Economic Analysis advised
against using it. 4

Furthermore, bases tend to dovery little of their procurement in the
local- economy. Commissaries and Pk's associated with the Army, Navy,
and Air Force make no more than five to ten netcent2/ of their wholesale

--..purchases, on average, in the local economy. Excluding this variable
from the model, therefore,' probably does little to distort the model's
description of reality.

Comparison with Conventional Economic Impact Models

The preceding 4iscussion has explored the internal workings of the
Commission model in some ,detail--proceeding from an analysis of the
model's, structure to an examination of its assumptions and the variables
it has excluded. The focus now broadens to encompass the Model as a
whore. The model is compared with other models of its type to highlight
its structural conformity Ind non-conformity. The results of the model
are summarized and, finally, tne model's validity assessed by measuring
it against a 'professional standard evolved by economists.

Economic impact analysis is any approach used in the branch of6economics
known as regional economics. The field of regional economics has grown
during the last; three or four decades as economists have become inter-
ested in, applying orthodox economic tools to problets related to region-
al growth. A survey' of techniques in regional economics--especially
cost-benefit and economic impact approaches- -can reveal where the
Commissio model resembles the. norm and where it has had to .draw On
economic principles outside standard!economic impact analysth.

26/ The Commission actually attempted calculating the cost of turnover
by finding out the percentage of overalf turnover attributable to

salaries
the federally-connected children and applying that percentage

to

to the
of counselors, administrative, and qlerical staff

cope with turnover.--The fiscal impact of the turnover was relative-
ly small and the Commission staff headaches relatively largel

`27/ DirectOrs of operations and public relations associated with the
different services pointed out that, while local procurement would
vary from base to base, a national average -- common to all three
services - -would fall within this range.

f

0
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Both cost-benefit analysis and economic impact may invol4the applica-
tion of multipliers. early multiplier theory relied on economic base 4f

models to estimate regional impacts. These models and their more
sophisliCated successors, input-outprq models, help estimate the overall
effects of ran outside stimulus on a.region. Theory underlying i.he
economic- Ease approaciyholds that the local economy is divided into two
sectors: an export sector that sells goods and services outside the
area, and a service sector that provides goods and services to the
area of interest. A more detailed and complex view of a local economy
is provided by input-Ottput analysis, whioh has dominated regional
research since World War II. This approach breaks the economic base
down industry by industry, rather than dividing the economy into just.,
two sectors, and analyzes the Tcae of each industry in regional impact.

0
Cost-ben fit analysis is ..the principal framework used to evaluate the
economic* onsequences of public expenditure decisions. It attempts to
determine whether a project' provides a net benefit or cost to the
community. The concept can also be'used to compare competing progosals
to see which provides the labgest net benefit or. highest benefit per
unit of cost.

Economic impact analysis estimates the ultimate impacts on a community
of external .changes, such as base closings, budget cutbacks, and new
facilities.- Building on multiplier theory, economic impact analysis
focuses on the effect these changes have on regional output, income, and
emplqyment. Most studies rely on input-output analysis for this deter-
mination.

The C,

.

ommission's economic impact model, like other economic impact
models,4applies results from an input-output model to local data to come
up with overall effects of a base on employment and income. The model
uses the earnings and employment multipliers develoRed

zu/
by the Bureau of

liconotic Analysis for,application to militIfy bases.--

e\

In centraft to a more traditional economic impact approach, the model
borrows heavily from cost-benefit analysis--particularly in its compari-
son of the benefits ase burdens of the base and in its consideration of
opportunity costs; i.e., alternative use of the site. These\and other
adaptations have been dictated by the particular nature of the Commis-
sion's task. Each of the modifications' is grounded in economic theory
and.has been applied in empirical study by other economists.

28/ 714 Commission relies on a range of multipliers developed the
Bureau of Economic Analysis: This range covers The gamut of os-
iible multipliers that may apply to a community. The Burea of
Economic Analysis is. capable of calculating definitive multipli rs

for specific areas; in fact, the Departtent of Defehse has cont act-
ed with them to do just that. The Bureau charges'$5,000 to c
regional impact's for eacWmilitary base. The Commission has chosen
to forego this expense and Ase the range.



A. closer look at the' departures of the Commi'ss ion model from more
conventional' economic impact studies reveals the following:

(1) The Commission model coipares the benefits of the re4gral base .with .:..

'. the burdgns it imposes, an approach dictated by the statute and the'
4program's history.

4
An an lysis of the benefits and burdens of bases on local educational
agenci s is important to a study of Impact Aid for two reasons: section
2 of'ne impact Aid statute providep.forentitlements only,_if revenue
gains om the'facility do not "substantially compensate" fOr revenue
losses; and administrations since Eisenhower have based program cuts in
part on the' rationale" at a Federal install,ption confers a net economic,
benefit on a locality.--J

(2) The Commission model considers opportunity costs, the benefits lost
because a resource was not used in the most productive alternative way
that is possible. Many cost-benefit.studies incorporate Consideration
of opportunity costs because they evaluate the effects of government
projects. The costs of a governmerk project go beyond the cost of land*
or labor; they include the benefits those resources could have yielded
if they were to be used privately. professors StOkey'and Zeckhauser of,
Harvard cite the example of land on which a town plans to build anu
incinerator. If that landiwould otherwise be used for a high school
athletic complex, the opportunity posts of building the incinerator .

would consist of the net benefits that would ha'e been generated by!the
athletic complex. 1The true Cost of the incinerator then is its direct
cost plus the opportunity costs of not using the site for an athletic

j6

complex. .Cost-ben fit ftudies that fail ito comper opportunity costs
end up undervaluin the true cost of a project.--r

I

"'Ie The Commission study considers opportunity costs for legal as well as
economic reasons.; Section 2 of the Impact Aid statute, which treats
Federal ownership of land, .provides that the entitlement of a local

, educational agency "shall not exceed the ,mount which such agency would
have derived...and would have had available fo5opurrent

.
expenditures

from the property acquired by the United States."--t
.- .-

The Commission'study resembles- many costbenefit analyses in that it
considers thkimpact of government use of resources--in thiS case,
land. The statute no doubt included,the.concept because it wanted a
.true consideration-of Fedetral 'impact., Economic import studies of
military base closures, on tileother hand, do not have to consider
opportunity costs bedause they are projecting the effect'of private use

29/ See note 12, supra. .

30/ Edith Stokey and Richard ZeckhauAr, "Chap r 9: Project Evaluation:
Benefit-Cost Analysis" in A Primer fo Policy Analysis 25 (1977).

31/ See note 13, supra.
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Of wl-t1 was once a Federal site. The' question- of how the site
.

might
b. otherwise have-been used does not come up when what was once a govern-

,.

3-2/ . .ment- 4i }'e being -used privatelye-- .

13) The CoMiission model takes a retrospectivelvk at base impact._-It
,attempts to compare theeffect of the facility ia fiscal year 1,979 with
the impact th site would have had in 1979 if it weranot.used by the
Tederar. Government. In contrast, most economic impact studies are
forwird-looking: they attempt.to predict the future impacts of military
base closings of of facilities such as steel mills or aiNaRzts.'

. ,
.

(4) because the Commission it interested in 15cal educational agencies,
the study focuses on Federal impacts within the school districtand, ..4 ____....----- ao \ ,not say, the county, or metropolitan area.

(5) The Commission model examines the effect of a base on the finances
of-a' governmental unit - -an independent local educational agency. The
model computes net impact by comparing the effect of the base on expen-
ditures and revenues with the effect cif alternative use of the site on
expenditure and revenues. Most economic impact studies simply seek to

A
32/ The failure to'consider properly opportunity costs can significantly

alter theeresults of a cost-benefit_ analysis. One vivid example is
the 1967 analysis by the Bureau of Reclamation 'of the Nebraska
Mid-State 'Project, an irrigation Project that would hive served
agriculturi land in south-central Nebraska. -Professors Steve Hanke
of Johns Hopkins,'and Richard Walker of the University of California
at Berkeley show that correct assessment of opportunity costs would
have substantial ltered the Bureau's estimates.

Professors he and Walker based their critique on what they
, believed-JO be the dominant opinions' of the economics profession.
They noted that the water of the Platte River should not have been
treated as d free good, since there wer, many demands for its use.
If not used for irrigation, it Could have been used for municipal,
industrial: or recreational pbrposes. Any of these uses would have
yielded benefits for the area that the Bureau failed to consider.

The authors'aiso pointed out that, lile the Bureau did estimate the
opportunity *cost of owner-operator labor, it did so incorrectly.'
The opportunity cost of the increase in labor required, is the wage
that the employees could have been earning in the general area.
Instead, the Bureau used the wage earned on the parcel ol land
itself as the opportunity cost. Since %he salariet in the general.
area were Nigher than those on the farm, the authors point out that
the Bureau underestimated opportunity coats. `Steve Hanke & Richard
Walker, "Benefit-Cost Analysis Reconstde_ised: An Evaluation of the
Mid - -State Project,'" 10 Water Resources Research 898-908 (1974),
reprinted in Public Expenditure and Policy Analysis 329-352 (Rni.
Hayemad & J. Margolis eds. 1911)1t)

tl
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determine the effect of a .facility on the employments income, or output .
within a region, without tying thoe effects t'os the fiances of a
goveinmeetal.unit.. 0

.
r

I

The Commission model focuses oh local educational agencies because the
Impact..Aid statute is designed to provide reimbursement for thelburden
impose$ .by Feeral activities on spch agencies. The Declaration .ct

-Policy of'the Atatute-reads: "the Congress hereby declares it to be the
policy,. of the United States to provi financial assistance (as set*
forth in the following sections of thi title) 'for those local educa-
tional .assncies' upon which the United States has placed financial
burdens.--(If the Commission mod45. is to be of any help "to4policy-

. makers, it should try to determine the' validity of this legislative
assumption: '

Like-ather regional economic impact' models, then, the.Cohmission model
'starts with local data associated with.the,tastallation and applies an
input-output table to estimate the impact of the facility on employment
and .incomerin the county or metropolitan area. The Commission model
differs in important respects, however; frommost economic impact
models. These differences stem from the particular nature of the
Commission's task tie Commission model tries to'measure Federal impact
in a way that will show whether th'e functioning of the LOPaets

\- statute is consistent with the underlying principles of the statAii

-Results'

The Commission' model has made estimates for four lOca1 educational
agencies: Bellevue, Nebraska; Douglas, South. Dakota; Chambersburg,
Pennsylvania;-and_Escambia`County, Florida. All house military bases.
Two of these agencies have "Super AN districts: one of thege,Bellevue,
is part of a metropolitalitarea; the other, Douglas., is rural._ A third
agency, Chambersburg, is civilian "B," meanins,that most base,
employees ire civilians living off base; it:is in a rural are. Escam--
bia County, the fourth agency, serves a large population of military'

onnel living off base, making it a, heavy military "B" district; it
is partof a metropolitan area.

.

The results of the economic impact study of four local educational
agencies--discussed at greater length in the next chapter --sh hat
each local educational agency suffered a net burden. Thes4ellthe
burden, in three of the our cases, was commensurate with the Impact Aid.
/entitlement of the local educational agency; in -these cases, the burdens
were within -21 percent of the entitlements. In'the Courth case, the
burden was far smaller than 'the agency's entitlement.

4
33/ Act of September 30, 1950, Pub. L. No, 874, 81st Cong.; 2d Sess.,

§1, 64 Stat. 1100-1101 (current version at 2Q U.S.C.A. 5236 (1974. &

\Supp. 1978)),

%.
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'The Stanford Research Institute is the only other group that has con-
ducted Ptsimilar study; it formulated a 4rmidel that it applied, to five

Ar local educational agencies iril! 194p. The Stanford Research Institute
IF *model, the^Commission moder* examined the effects of Federal

installations on agency finances. It also estimated Federal aMloyees'
effect on agency expenditures and residential property tal!""raNnues.
The Stanford Research fnstitute4Model diverged from the Commission model
in that it did not consider revenues from commercial property' taxes,

. local non - property taxes,_and State aid. It also did not account for'
induced income and employment effects or for opportunity costs.

The Stanford 'Resel;ch" Institute study showed that.all five 'agencies
incurred a'burden. The size of the actual burden was estimated for four
of thy local educational agencies;, and the bun0,ens fell within 30
percent.of the entitlement of the local educatIlinal agency. ...Despite its
differences from the Commission model, the Stanford Research Institute
study produced conclusions similar to those of the Commission model.

`Conclusial: The Validity, of the Model

Are the conclusions of the economic impact mod correct? The Commis-
sion model has been examined from the outside king .in and from the
inside looking out. DE has been compared with oth= models and its own
internal dynamics have.been explored. But the uiti e question 1-in-
gers: is the model valid?'

In theory, how-should any piodel's.validity be judged? Nobel Prize-
winning economist Milton Friedman, in his article on economic method-
ology first published in the early 1950's, pointed out that models are
designed to explain objective reality. ThOugh they simplify the real
world, they do so in an attempt to describe and predict actual events.
The real test of a -model's success, then, is to examine how well its
predictions conform with empirical fact. Does,the evidence confirm or
deny the predictions of the model? tt

410n$4 factual evidetoe Can show,* writes Friedman, "whether [the
model] is...tenta

tee o
'accepted' as valid or 'rejected'...! The mnly

relevant, alidity of a hypothesis is comparison of its
predictions with nce. 'the hypothesis is rejected if its redic-
tions are conWdicted;."it is accepted if its predictions ar not
coryradicted."---

..101ther writers have echoed Friedman s conclusion. Three possible ways
that a model might be tested.have beeh cited.: how well it explains real
events, pred6icts,real events, or permits a policymaker to control real
events'. The u/Eimate test of the model, though, is how well it stands

34/ Milton riiedman, "The Methodology of Positive Economics," in Reae,
ing8 in Microeconomics 27 (W. Bniet & H. Hochman eds. 2d ed. 1971)
(hereinafter cited as Friedman]. .
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' up to empirical reality. "To see-whether (the model] is any good," it
has been said by the economip writer for the NeWLYork Times/ it must be
tested "in the-real world."--1

Two ;recent authors have reaffirmed the point Friedman -Fade over two
decades earliert A model should be judged by its predi&ions; "if
yields predictions that are correct for a satisfactory proportion of the

\.....bases we contder," two 'British professors write, "then it is a good
explanation."--1

40)
What is the role played by the'use of assumptions in economic modeling?
Assumptions serve, to simplify realitAdfrthat conclusions can be reached
that.prediot events in the real world. To_return to the road map
analogy, assumptions aboUt the width or-course of roads are successful
14 they enable the traveler to reach his destination. The test/Of the
validity of assumptions, Friedman says, is' the 'same as ihat for the
model in general: do they lead to results that accurately predict
reality?

. ,

The validity of the,&mmission model can ultimately be tested, then,
only by applying the professionally-accepted standard evolved'by Fried-
man et al. The Commission model, of course, does not offer predictions
about the future, but about the year 1979. It predicts the effect on
the local educational agency's finances that the site would have had
were it not used by the Federal Government. The model then compares
this impact with the effect that the base actually did *have in 1979.
The difference represents the model's prediction about the true impact

MO-Of the base on the local educational agency.

The empiri al reality to'which"these predictions should be compared is
the effect that base closings have had on local educational agencies. A
-look at base closings would show how ccomunities have fared when the
Federal Government, has indeed moved out and alternative use has been
made of the site. The comparison of the welfare of communities before
and after bases -shut down would highlight the true *act of these
bases.

The economists' test of validity can
by comparing its predictions with
findings of the Commission model are
results from empirical studies:

be applied to the Commission model
empirical reality. Three of the
listed beloW and then, compared with

1) BASES IMPOSE A NET 'BURDEN ON T.JOCAL EDUCATIONAL AGENCIES.

A Stanford Research Institute study for the Depaitment, of Health,
Education, and-Welfare (not to be confused with the one that applied an
economic impact model tO. f4y9 local' educational agencies) examined the
effects of base phase-outs--lon 29 local educational agencies. Within

,Leonard Silk, Contemporary Economics: Principles-and Issues 3
(1970).

36/ Ivy Papps &Willie Henderson, Modela' and Eco is Theory 64 (1977 .

37/ Defined as bases.tlosed down, reduced in for e, or consolidated.

*
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in one year of the phase-outs, 26 of the29 age Gies were in better
fisbai%ealth than they had been before the'base gtarted closing down.
In other words, about-90'percent of the agencies had benefited from base
phase-outs within a year. .

Why were agencies so much better off? In,16 of the 29 agencies, signif-
icant increases in assessed venation per pupil tpok place. The fact
that the bate site became taxable proved to be a'key factor, then, in
over half-of the Agencies' improved fiscal situations. Private use was
made of the base site and the property became subject to local taxes.
Other important' factors were increased State aid as a result of the base
phase-outs, increases In local property tax rates, and reassissmits ofJu/
local property Values;----

Another empirical study was done by the Office of Ecodomic Adjustment at
the Departmentiof-Defense. _In examining the effect of base closings on
91 communities, this survey found that ,a military ,base is "not a great
boon or stimulus to a localeconomy."--1

Specifically, the Office ".of Economic_Apustment found that a .total of
over 100,000 civiliadjobs developed on base sites after the base
shut down. =These .more than compensated for the loss of over 88,00q
former Department of Defense civilian or eont'rector jobs. The Offoice
Economic Adjustment dlso found that 42 high schools and colleges had
been estabtiihed at former bases, that industrial parks had been'set up
at 60 of the former bases, and that, airports had been developed at 39
former bases., =

A longer-terM study of base closings was also done by of the Office of
Economic Adjustment. The effects of base closings.on Seven communities
during the five or more years after shutdown were studied. That study
found that all tbe communities had become more "stable, diversified and4u/

A.tbefore-and-after comparison was made of the popula-
tion, employment, incomes, using, and retail sales of the seven.
communities, which revealed Vat

41/
"after a brief lull, local economies

bounced back with renewed vigor."---

Each of these, empirAN,ipal studies is consistent with the findings of
the- Commission'model that bases impose burcens on local educational
agencies. 0

38/ Phillip L. Adams & Robert G. kpiegelmen, Stanford Reseaarch Iri-
tute, Effect of Federal Installation Phase-outs upon School Dig -

;' tricts 57, (1965).

39/ Transcript of Hearing before the Commission on the Review of the
4

40/
Federal Impact Aid Program, Washington, D.C. 105 (May 28, 1980).
David A. MacKinnon, "Military Base Clodures: Long Range Economic
Effects and we Implications for Industrial Development," 31 Am.
Indus. Dev. COJ.ncil 3.1-42 (1978).

41/ Id. 17.



2) SIZE OF THE BURDEN IMPOSED BY THE BASE ON THE LOCAL EDUCATIONAL
AGENCY WAS COMMENSURATE WVH THE IMPACT AID ENTITLEMENT IN THREE OUT
OF.FOUR CASES.

The Stanford Research Ingtitae found that .26 of..,29 ocal educational
agencies benefited from base phase-outs by an amount equal to or greater
than the Impact Aid entitlement. The study, in other words, showed that
the agency's benefit was equal to or greater than the size of the Impact
Aid entitlement it 90 percent of the cases. This finding concurs with
the finding of the Commission that three of the four agencies studied
suffered burdens commensurate with their entitlements.

Siteen of those 29 local educational agencies behefited pritarily be-
cause the site was returned to the tax rolls. Similarly, the Commission
model has -found that bases impose a revenue burden chiefly because they
are tax-exempt.

3) EMPLOYEES ASSOCIATED WITH
ss

THE BASE CONTRIBUTE TO LOCAL EDUCATIONAL
AGENCY REVENUE PRIMARILY THROUGH THE PROPERTY TAX THEY PAY ON THEIR
HOUSING. EMPLOYEE CONTRIBUTIONS,TO COMMERCIAL PROPERTY TAX REVENUES
ARE MUCH LESS SIGNIFICANT.

A study of 24 communities by the Bureau of Economic Adjustment in 1570
shbwed that, during the year of the base clOsing, only seven communities
experienced even Moderate reductions in retail sales volume. Over 70
berdentof the communities experienced gains in retail sales within one
year after base closute.

The Longer' -term, study of seven communities showed that all- seven commu-
nities registered increases retail sales during the years after base
closure. In most of the co ities,- in fact, sales grew at a rate
equal to*or better than nation 1 levels of retail sales growth.

. .

Housing, on the others hand, was more severely affected by base shut-
downs; it

2rmioved to be' what the stUdy,called none of the most sensitive
sectors" of the local economy after a olosing. The unneeded homes
left behind by, departing base personnel resulted.in a sharp decline in

,
residential varies. According to the 1970 study of ight housing mar.L.
kets,losesidential sales activity *virtually

ftceased" 1 after closure
announcements. That study found that low-value housing suffered a
"severe" decline in values: low-income, single-family homes in sevene
communitiec s-declined by an average of about 14 percent.

The indings of these empirical studies are consistent with the resulAs
prod ced by the Commission model. Base personnel make their chief
cont ibutions to local revenue through the property tax paid on hous-
Lrig. Tax revenue resulting from employees' purchases is much less
significant. .

42/ Id-. 16.

4.17 John. E. Lydch, Local Economic Development After Military Base Clo-
sures 288 (1970).

V
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Before concluding-the discussion of validity, it should be noted 'where
the parameters of theseempi'rical studies fail to parallel, those of the
Commission model. The.Commission model applies the alternative use -test
differently in some Cases: for bases established during or after World
War II, the Commission model predicts what would have happened to the,
local educational agency ifsthe Federal Government had never establishdd
the base. Where bases were established before. this period, the model
asks the question; how would the bdse be used if the Federal Government
were to shut down. Community development ho beef: too closely inter-
twined with these older bases to identify the effects of the bakesv-- The
empirical studies, ,of.course, examine how communities have,used bages
that the Federal Government has.closed down.

A second difference betWeen the Commission model and some of the .em-
pirical studies is that some of the studies examine communities and not
local educational a9enciei. Studies by the Bureau of-Economic Adjust-
;dent Calk into this category.

Finally& the empirical study of local educational, agencies by the
Stanford Research Institute took into account State increases in discre-
tionary.State,aid ad-a result of phase-outs. The Commission model does
not try to predict what the4State will do in response to a phase-out.
This difference in approach makes it difficult tospinpoint just how
important a role taxation of the bade site--rather than 'increases in
discretionary State aid--played in the improved fiscal health of local
educational agencies.

How significant are these three differences between the empirical
studies and the CoMMisdion model? The Commission model has found that,
in most cases, how the question of alteriative.use is addressed is not
particularly imports it: private use of the site financed the cost' of
educating the children associateevith the site in the four cases
studied. Apparently, where. nonfederally- connected pupils were involved,
the assessment ratio, local tax rate, and State aid'formula meshed well
enough to ensure that enough revenue was raised to cover the costs'of
education.

The other two differences do not detrebt from the thrust ofthe empiri-
cal results: that most local educational agencies and communities
'beillefit from base closures; and that a 'principal reason' for the benefit
is that the communities put the site.to use and'derive tax revenues from
it.

One important question left unresolved by empirica l studies is the size.1"
of the burden. The Stanford Research Institute found that theThurden
was equals to or greltdr thah the Public Law 874'entitlement in 90
percent of the cases; unfortunately, that study- included ad hoc in-
creases in State aid. The flaws' in this cOmparispn of the Stanford

. s
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1
Research Institute findings with those of the Commission model recall a
point made by Milton Friedman about the diffic4ty of verifying economic
models. Friedman pointed out that clear-cut evidence is difficult- to
produce in ecOmics .because of the uncontrolled nature of the econo-
mist's system.-21:The absence of,laboratory controls on a model makes
It difficult to find' evidence that cONClaively confirms a model's
predictions.

4.*

The lack of a perfect match between empirical studies and the Commissiqh
model should not be disheartening; if anything, the'fit is closer than
for many economic modelb. The parallels are sufficiently close to
permit several definitive statements about the-consistency of the
Commission's predictions with'the empirical evidence. , The following_
conclusions can be drawn w4th confidence:

The findings of the Commission model that, milit ry bases impose a
net burden on local educational agencies is g6nsist4nt
results of empirical studies.

The findings of the Commission model in three cases that the size of
the net burden is commensurate with the Impact Aip entitlement is
consistent) with the results of the one empirical study done of that
issue. The Commission's findings are also consistent with the predic-
tions produced by the Stanford Research Institute model, the only
other economic impact model of this type.

Strong conclusions cab also be made about the converse:

o Most empirical evidence
bases confer a net benefit
time, no models have been,
benefits.

8

is noE consistent with the assertion that
on Local educational agencies. At the same
designed that have made predictions of net

ti

44/ Friedman, supra note 34, at 45.
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CHAPTER III

= REVIEW OF THE EVIDENCE

Under the Plan of Study adopted by.th Commission at theSecond Meeting
on December 14, 1979, the Conti/salon icheduledhearings for the follow-
ing sites and dates, to take place in 1980:

%

Washington, D.C. January 31- February 1
Denver, Colorado March 6
Chicago, Illinois ,March 7 ,
Seattle, Washington Marche7

A San Francisco, California April 22
-diWindow Rock, Arizona April 24

San Antonio, Texas April 25
Montgomery; Alabaia May 1
New.York, New York May 15-May 16
Washintiton,°D.C. M.4 29-May 30

In addition, it was agreed that members of the Commission would vis(t
the following sites for a firsthand look at Federal activities.C

Bellevue.,_NebrasAa
Window Rock, Arizona
Pensacola, Florida
Portsmouth, New Hampshire
Norfolk, Virgihia

March 6
April 23
May 2
May 16
May 30

Although the hearings were expected to provide the Commission with a

,full measure of-evidence regarding ,the operation o1= the Impact Aid
Program, it was found` that it was only through inhouse research that
many issues could be examined. Therefore a research staff was 'author-
ped to undertake three areas of special study: school finance, econo-
mics, and educational needs. In addition, the school finance and
educational needs areas were to.be supplemented with extensive legal
research.

It is from these two Sourceshearing testimony sand in-house'relsgar0--
that the information rieceskary to assist in devOg.oping and stimorting-
recommend4ions of the -Commission were gathered. Part A of this Chapter
summarizes the evidence gathered through the hearings; part B describes
that which his been developed through staff research.

The hearings scheduled were designedlo be, for the most part, regional
hearings with designated regions to be covered by each heAing as
follows: .

11,

3
3

m

A



I. WASHINGTON, D.C.
. C .

Delaware; District of Columbia; Maryland; North Carolina;
Pennsylvania; Virginia; West Virgini13

II. DENVER,f COLORADO

Colorado; Kansas; North Da.o a4. South Dakota; Utah; Wyoming

III. SEATTLE, WASHINGTON,.

Alaska;, Idaho; Montana; Oregon; Wathingtbn,

IV. CHICAGO, ILLINOIS

Illinois; Indiana; Iowa; Vich4gan; Missouri; Wisconsin; Minne-
sota; Nebraska; Ohio -7

V. SAN FRANCISCO, CALIRNIA

Arizona; California; Hawilif; Nevada

VI. WINDOW ROCK; ARIZONA.

Arizona; New Mexico; Oklahoma

VII. SAN ANTONIO, TEXAS

Arkansas; Louisiana; Oklahoma; Texas

VIII. MONTGOMERY, ALABAMA

Alabama; Florida; Georgia; Kentucky; Mississippi ;,South Caro-
lina; Tennessee

IX. NEW YORK, NEW YORK

Connecticut; Maine; Massachudetts; New Hampshire; New Jersey; =

New York; Rhode Island;, Vermont

X. WASHINGTON, D.C.

Final witnesses, including representatives of: Division of.'

School Assjstance in Federally Affected Areas (Education
TepartmentY; Office of Economic Adjustment, Department...of
Defense; Office of U.S. Coordinator .for Refugee Affairs,
Department of State; Immigration and Naturalization,Service/
Office of Policy-Development and Research,. Housing and Urban
Development.; Coaniod of Indian-Controlled School Boards.

Within each region, public, notice of the,hearing was given through a

press release,ta Federal Register notice, and etters of invitation to
present evidence. Letters of invitation were se to each State Educa-
tional Agency and each recipient of Public Law funds. At each
hearing, wiaesses were encouraged to provide the -Commission with



z
specific informatioriregarding the school districts of local educ'ational
agencies they represent, through a Guide for Witnessed to provide the
Commission with awriqen statement fOr inclusion in the record; and to
summarize that statement and be prepared to answer questions for the
record.

The Plan of Stddy required that in support of these hearings, thee
'Ressarch,Staff would be responsible for the following:

(1) Creating and maintaining a file on each 874 regipienb,
inuding:

(a) an inventory of all-Federal property against whic.

that recipient makes a claim,

.(b) a description of the type of property and the
activities conducted on that property,

(c) an estimate of the number of civilian and military
employees of the United-States connected With that
property,

(d) a list of the numbers of chi:Id-tell claimed by the
recipient from 1974 through the current year, by
category of the claim,

10,
(e) a description of the community,or region served' by
the recipient, in terms of geography and economy,

(f) a_report on Jihe scho61 finances of the recipient',
and

(g) a description of the enrollment in the schools of
the recipient;

,
(2) Preparing -a §ummary of the information in the file;

(3) Creating a file on the school financing policies and
programs of each State, with emphasis on the effects of the
policies od fegrally-affected local educational agencies;

(4) Preparing briefing papers' for the members of.the ti

Commission for each hearing, including a summary of the
ftlformation available for the region in which the hearing

`:was held (with back-up. materials) plus suggested questions
.to be asked of witnesses, designed to elicit information

4
not availablemin the files and background mateylal on each
scheduled witness; and

($) Reviewing the transcript for each hearing, compiling
the views and information in -the transcripts, and placing
this information in the files.

a
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A. EVIDENCES GATHERED THROUGH THE COMMISSION'S:HEARINGS9

a
'Introduction

.

During the cotKse of ten hearings held =in Washi4ton,' D.C.; Denver,
.

.

Colorado; Seattle, -Washington; Chicago, Illinois; San Francisco,
California; Window Rock, Arizona; San Antonio, Texas; Montgomery,
Alabama; and New York, New _York, the Commission on the Review of `the
Federal Impact Aid Program hawheard from 412 witnesses representing 50
States and Guam, the Department of Education, the Department of Housing
and Urban Development, the Immigration and Naturalization Service, and
rae Department of Defense, the Department of State; and the"Coalition of
dian- Controlledndian-Controllled School Boards. Official transcripts of those hearings

comprise over 3,080 pages.

,

The task of summarizing that testimony has not been a small one. Much
-of -the information presented by local educational agencies regarding the
nature and extent of the Federal presence in their,community'is irreduc-
ible and not generalized easily withou sacrificing accuracy. 'For that
reason the scope' and the "sense" of the kestimony ds piesented, oega-
nized around the following:,

mi

%
A (1) views on the priTosal of the Education DepaFtment to reduce Impact

Aid in fiscal 19/81;-/

.(2) the tax effort made py local educational agencies to.finance their
operatiohs, including costs imposed by. the Federal Government; this
subjedt includes a look at the results local educational agencies
predicted if the proposalof the Education Department were effected;

(3) the nature and extent of the burden imposed by the Federal
presence;

(4) additional' Federal impacts for which the Government does not
compensate local educational agencies, including the cost involving
-compliance with such mandates as the education of all handicapped
children, and the provision' of bilingual education;

(5) the peed for other, possibly, more comprehensive payments in-lieu
of taxes to replace or supplement Impact Aid;

e6) revenues lost because alternative use cannot'be made of the
federally-owned property;

(7) the economic impact of the Federal presence

fr

" 45/ See Appendix H for a presentation of Edlication Department testimony
= before the Commission. These views are described as those of the

_Education Department, since testimony offered by other departments
of the Executive Branch, indicates that other parts of the Adminis-
tration have views at variance with those of the Education Depart-
ment.
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(8) the Federal obligation for the impact of the Federal presence,. ap
currently.povered by Public Law-S74; and

(9) the special educational needs of federally- connected children:.

The Commission is cognizant of the fact that there is a basic philosoph-
ical difference between. those witnesses who testified in favor of the
existing Impact Aid Program and the testimony presented by the Education
Department. The evidence offered by the witnesses was evaluated in'
light of this difference.

The Education Departmenp took

role
positiOn that education -is a State

responsibility and that the role of the 'Federal Government should be
limited to ensuring equality of educational opportunity for all phildren
through such programs. as those authbrized by Title I of the Elementary
and Secondary Educatiori Act of:1965, the Bilingual Education Act, the
Education of the Handicapped Act, and the Indian Education Act. Assist-
ing local educational agencies in financing the maintenance and opera-
tion of their schools--which is the effect of payments under the Impact
Aid Program--is not consistent' with that policy.

Statements made by representatives of'the Educatign Department made this
position clear and indkcabed 'that the position TOf the Department.ewak
based on its budgetAry priorities--with,a limited budget available to
the Department, it must place the programs It administers for elementary
and sdc9pdary education on a scale of priorities; those programs de-
signed to provide special services for those, children ha ng special
educational needs is given a higher priority than "that 9i en the impact

-Aid Program.

The testimony and the legislatiie propositions advanced by the Education
Department can be understood only in the context of its budgetary
policies.

At the same time, witnesses representing local edildational agencies
almost invariably used the term "obligation" when speaking about the
proper Federal role in education respecting the maintenance and opera-
tion-of schools affected' by Federal activities. The use of that term
reflects an attitude that the obligations of the Federal Government
should have a higher priority than Adscretionary choices of the Educe-
tion_Lepartment based.upon budgetary considerations. The term "obliga=-
tion" has a number of meanings-- legal, moral, and politiCal--which,
unless the use of the term is carefully evaluated', can be confusing.
For this reason, testimony about pligation has been supplemented with,
and evaluated in the light ok, r4search on the question of what Is the ,

obligation of the Federal Government with respect to the burden imposed
by its activities.

The testimony of witnesses having a strong interest in continuing the
program must be viewed in the context of the threat they perceive in
efforts td-reduce the size of the program.. Some of their statements

A
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indicated. a belief that a substantial' reddction of the size .of the
program would reduce the number of local educational agencies.partici-

.

pating in the ptogram and,'accdrdingly,, its politicalt support. State-
ments reflecting this belief tended not to deal with the merits of the
program and their value as evidence was, linLited.

..Standard ArgumeKts

Before summarizing the testimony evidence addressed to those points, it
is useful .to review briefly the standard arguments offered. for and
!against Impact Aid. ,

f

t The Education Department argued in its originalttestimony presented in
Washington, D.C., on-January 31, 1980, that Impact Aid should be cut
because it 'overcompensates localities who enjoy'a net economic benefit
from Federal installations. 'Based on the argument that communities

.'actively seek' Federal installations, the Education Department concluded
Federal activities must be considered an economic plus. Further, the
Education Department ar4ded that if local educational agencies 'have not
been sable to tax the influx of wealth such as additional Payroli and
corporate profits flowing from 'Federal activities, it is because. of
ineffective State and local education financing, systems and not the
'esponsibility of the Fedefal Government.

Local educational agencies traditionally rgue that in fact communities
-

do not always seek /Federal installatiohs actively. In .,many cases,
military basis and similar installations are virtually thrust on a

`community'. Further,, while communities fight base,6losings, the concern
is for the short-term unemployment effects of a closing, rather than the
long-term economic gain which subseqpent private use of.a site brings.

Local educational agencies argde there is a Federal obligation to pay
for the effects of Federal activities,,just as non-Federal employers and
landowners pay localities,for services provided.

Ititias also been argued that it is not the place of the Federal dbvern
mene,,: dictate State and local taxing and financing arrangements; the
tradi of local control of educatiom and concepts "of federalism
prohi -,Nch a Federal policy.

The Impact Aid Program is further 'supported, it is argued, because, It
operates in a fair and efficient manner. Payments reflect actual costs
and are based on an actual number,of students in attendance; payments go

A
directly to local educational agencies wittlbut Federal program r4qqire-
ments attached; Impact Aid allows local control; Impact Aid has the
lowest proPortipn of administrative coat of any Federal education
program; and 'Impact A4 can be used for maintenance and operation,
allowing schools to fill budget gaps left by-unfunded Pedd'ral mandates
suctoas that set out in Public Law 94-142, ,the Education for All Handi-
capped Children Act.
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4 Impact Aid payments on the basis of "B" students Were deiended.on
several grounds: resideritial property taxes cannot; alone, support
'education; no private employers are allowed to,pay only, that fraction of
their commercial or industrial property ,taxes which are represented by
the percent of thei employees living only within the boundaries of

)their political jurisdigtion; the impact Of large numbers of "B" stu-
--' dents is proportionately as great as the impact of large numbers of "A"

students; if one accepts the rationale that payMents for "A" students
are justified, there is no logical reason to reject payments on.the

of "B" students,' which are 50 percent of compensation for "A"
students reflecting a presumed contribution from residential property
ytaxes.

Views on the Proposal of the-Education Department

Local educational agencies around the country expressed -disbelief: and
grave concern over the Education Department's proposal to reduce Impact,
Aid payments in fiscal 1981 to those local educational agencies receiv--
-ing "A" payments. which amount...to: 2.5 percenS of'theie total current
operating budget or "B" payments ,constituting fiv,e percent of their
budget. Local educational agencies questidned the rationality of the
proposal, calling into' question the validity of d'utting an education
program on the basis of. mere budgetary considerations rather than,an
analysis of the needs the program meets. Local "educational agencies
further questioned the procedure they observe annually of Federal budget
officers, rather than education policy and program officers, recommend-
ing cuts in Impact Aid.

Addressing those budgetary considerations, howeve, local educatiOnal
agencies mentioned that it does not make sense to cut Impact Aid--an
efficient and well-justified program--while leaving unexamined other
Federal programs. Categorical education programs can operate to reduce
the absolute number of dollars available to local educational agencies
for maintenance and operation and basic instruction. -

The Education Department testified that 81 per:e>bi-local educational
agencies which would lose their entitlement on the basis of "B" children
under the Education Department's proposal would suffer avloss which is
less than-one percent of their total expenditures. No local educational
agen4 wouId,losemore than five percent of tts expenditures. Also, 94
percent of local educational agencies cut out by the proposal would
suffer a loss OfAess than two,percent of their expenditures. Only one
percent of those local educational agencies losing their - Impact Aid
would absorb the full five percent.

,Tax Effort

Hearing from that 81 percent, the Commission was told virtually no loss,
is absorbed Yasily. Representatives from those districts pointed out
that inflitiOn takes a bite out of budgets yearly. Some representatives .

V.
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T

of districts admitted a modest inirease in local taxes--a single addi-
tional mill, for example--would replace lost Impict Aid funds. Others
expressed ,concern that they are not able,, legally,. to raise taxed or
inocease exppnditures. Nine States have,local budget caps; 31 States
have local tax limits. It was by far the exception to hear that a local
educational' agency conqdered 'it could absorb a cut in Impact Aid.
Quite the contrary, representative's of districts listed the results Of a
cut such as that proposed by the Education Department. Those results
included:

(1) Laying off teachers and other'personnel or cutting salaries. SW
figures of 4ocal educational agencies specifying how Any teachers
would be laid off if the Impact Aid cuts were effected reveal that
several hundred teachers would lose theit jobs.

.(2) Reducing programs and services--ranging from cutting out entire
programs such as music and lunch services tai eliminating teacher aides
and individualized instruction;

(3) Increasing class size;
ft

(4) Reorganizing the district for inclusion in another district;

(5) Refusing to provide a free-, publig education to federally-
connected children; and

(6) 'Changing the boundaries of 'a district to exclude a Federal instal-,
lation from the district.

Oftentimes thes&pffects would mean loss of accreditation, local educa-
tional

Local educational agencies with heavily impacted school districts cited
these disruptions and more; stating that tax increases of ,as much as 30
percent'would_be required to replace Impact Aid. Even more dramatic,
many 'heavily impacted schools' stated flatly they would have to clos
their doors if they did not receive their-Impact Aid payments.

Fiscally depndent local educational agencies- -'those with no independent
taxing authority which comprise a majority of local educational agencies
in nixie of the $0 States--stressed the problems they have of requesting
tax increases, frOm .local units of government under taxing eirocedures
Over which local, educational agencies have no control. Furthermore,
local educational agencies cited the political problems, resulting from
-Changing demographics in the Un ed.St es today, 9f lack of polit;pal
support for public educktion. One ness pointed out that only one-
'fourth of the adults in 'Georgia thave children in public schools; _the
largest portion of the electorate which would have to approve a tax
inexpase 1ps'no stake in and Trnot be supportive of tax initiatives
for public schools.

..

4.
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Burden Imposed by Federal Presence

One Of the major topics of testimony was the actual burden imposed by
the Federal presence in the scho91 district, county, or area thatthe

A witnesses were representing. Testimony upon such...topics included
actual listings of the Federal holdings in the school district, military
bases, Indrin'reservations, numbers of federally-connected students, and
lipal revenue sources. A distillation of all these facts into a ..rnean-
ingful, eas-kly comprehended whole is nearly an impoiible, task. A
complete listing, or printout, of the exact number of federally-
connected students, local education revenues, and type and number of
Federdl installations is available from the_computers of the Division
of School,Assistance in FeAltally Affected Areas. The percentage of
Federal land in each State is as follows:

NORTHEAST
Federal %

2.2

1. Connecticut 0.3
*2. Maine 0.7
3. Massachusetts X1.9
4. New Hampshire 12.3

5. New Jersey 2.7-

6. New York ' 0.8
7. Pennsylvania 2.3
8. Rhode Island 1.1
9. Vermont 4.8

SOUTH
Federal %

5.0

1. Alabama 3.5
2. Arkansas . 9.9
A, Delaware 3.2

*4. Florida 10.4
`5. Georgia 5.9
6. Kentucky' 5.4
7. Louisiana 3.7
8. Maryland 3.3

Mississippi 5.5
*10. North Cardlina 6,4
"1. Oklahoma 3.5,

12. South Carolina 5.9
13. Tennessee 6.7

14. Texas 1.9 1
15. Virginia 9.2
16. West.Virginia 7.0 .

* States which have federally

Federal %
MIDWEST 4.1,

*1. Illinois 1.6

). Indiana 2.1
*3. Iowa 0.6
*4. Kansas 1.4
*5. Michigan 9.4
*6. Minnesota 6.7
7. Missouri ,4.9

*8, Nebraska 1.4.

*9. North Dakota 5.3
10. Ohio 1.3

*11. South Dakota 6.9
*12. Wisconsin 5.3

'Iederal
WEST 53).5

*1.-=Alaska 96;4
*2. Atizona 43.7
*3. California 45.4
-*4.kCOleradd 36.1
5. Hawaii ,9.9
*6.Idaho 66:8
*7. Montana 29.6
*8. Nevada 85.8

**9. New Mexico 33:6
*10. Oregon 52.4
*11'. Utah 04;9
*12: Washington- 29.1
*13. Wyoming 48.1

recognized Indian

SOURCE: General Services Admnistration.

lands.
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In grand summary, the Summary Report of Real Property, Owned by the
United States Throughout the World as of September 30, 1978 (General
Services Administration: August 1979), shows the total hdadings of the
Federal Government are as follovsi

The Federal Government owns 23,988 installations inthe United States
comprising 775.3 million acres, 2,598 million square feet of floor area,
and various other'structures and -facilities.

Federal real property is located in each of the 50 States and the
District of Columbia and is worth over '$100 billion. Structures and
facilities represent nearly $50 billion or half of the total cost of
Federal real property in the United States. Structures and facilities
owned by the Federal Government include: utility systems;.communications

systems; roads and bridges;" railroads; monuments and memorials; airfield
pavements; harbor and port facilities; hydroelectric and other power
development projects; reclamation and irrigation projects;` underground
vaults; sliding shipways' sidewalks, and parking areas.

The 775.3 million acres that the Federal Government owns consis. of
711.9 million acres of public domain land and/ E3.4 million .434T s ac
quired by purchase, donation/4 or Other methods. No cost is.rec ded or
'reported for public domaih land; that acquired by purchase, don tion and
other methods is valued at $8.8 billion. Acreage owned by th- Federal
GoVernment consists of forest and wildlife reservations, graz ng land,
parks and historic sites, "Alaska oil and gas reserves, and military
fields. In all, nationwide, the Federal Government owns 33.7 percent of
`all land: 53.5 percent in the West; 4.1. percent in the Midwest;2.2-
percent in the Northeast; and five percent in the South.

the Federal Government owns 406,494 buildings with an acquisition cost
of $41.5 billion. The Department of Defense controls more federally-
connected building space than any other U.S. agency. The Departments of
Interior and Agriculture control more federally- connected lands than any
other agencies.

Additional Federal Impacts

The Federal GOvernment imposes burdens on local educational agencies by
owning tax-exempt land in districts altd by increasing enrollments with
Children of families who live work on Federal land. These are the
traditional'Impact'Aid "revenue" and "service" burdens. There are other

ens carried by local educational agencies because of Federal man-
date or Federal activities not covered by -Impact Aid. Local educe-

' tion 1 agenCies have argued in the hearings that these additional
impac's are caused directly by the Federal Government. Because they are
trac able to Federal policies or activities, it is argued that Impact
Aid should be expanded to compensate for the burden those policies or
activities imp6e.
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For eXampke, the Government will pay Impact Aid to a loyal educational
agency baked on the number of federally-connected military-dependents
located within the boundaries of its school district if a military
airbase is.placed there. But Impact Aid does not take into account that
the non-federally-connected properties surrounding the .base are higAly
restricted-in thei'r use and yield less tax revenue because of Federal
use of the airbase.

The most obvioup and direct additional impaqs' mentioned by local
educational agencies are those that stem from Federal laws -such as
Public Law 94-142, the Education for All Handicapped Children Act. The
greatest concern expred by these local educational agencies is that
while the Federal*Government requires all local educational agencies to
provide a free, 'appropriate public education to handicapped_ children
regardless of-cost, the Federal Government does not Isupport those
required services sufficiently. Other impacts arising from this mandate
are transportation costg'for children who must be bused to a neighboring
local educational agency capable of providing special education ser-
vices. In the case- of districts in parsely populated areas such as
Indian reservations, where transportat on costs can constitute over 25

" percent of a distr.ct's bird4et, trap rtation costs for handicapped
childred are especially high. In addition, lobal educational agencies
have additional costs of diagnostic testing, special teachers, and
program Coordinators.

Another Federal impact arising from a legislative mandate s the re-
quirement that children of limited English proficiency be provided
bilingual education. Still another is the prohibition against sex
discrimination which requires local educational agencies to provide
physical education programs without regard for sex of students. Final-
ly, desegregation orders are a cc tly matter for local educational
encies, one which many consider federally-imposed.

A m ita presence- causes fax greater impacts gran the cost of educat-
ing m ary dependentd alone. Fluctuating- enrollment cat:13es many
problems: additional paperwork and record keeping are both costly and
time-consuming and the mobile student often has special educational
needs. In addition, areas7near military bases often have special law
enforcement problems. Flight patterns can limit land use and value.
Finally, because many enlisted people are in need of Adult Basic Educa-
tion,-lootbeducational agencies have to supply such programs at their
own cost.

Another impact of the Federal Government is the presence of undocumented
aliens and refugees. It is argued that these aliens and refugees are
here as a dirWCt result of Federal policy. The refugees are here'

4.§./ Included as Appendix I is a Primary of testimony regarding special
burdens local educational agenctea bear because of a Federal pres-
ence in their community.

Stl
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because of the Gdvernment's resettlement program. The number of undocu-
mented aliens" increases because;the federal Government hasfailed to
enforce imeigration laws adequately.

Other additional impacts can be listedt,cash flow problems (when Itpact
Aid Payments `arrive tod late, some States will not let local educational
agencies substitute- funds marked fOr other purposes); inflation; the
removal of portions of the tax base by the construction of highways;
declining property values near military bases and low-rent public
housing; police enforcement problems near low-rent public ousing; and a
high staff turnover on Indian reservations and military ba

Payments in-Lieu of Taxes

The Zederal activities recognized traditionally by Impact Aid as
warranting compensation area burden upon local educational agencies.
These traditional impacts -consist bf the Federal Government not only
depriving loqal educational agencies of revenue by reducing- the local
tax base when it owns real property, but by imposing a cost on schools
when children livintron Federal land or living with parents working on
Federal land must be educated in the local school s In addition, the
concomitant impacts outlined above affect local educational agencies
financially.

All local educational agencies welcome .Impact Aid as it compensates for
traditionally recognized burdens. In fact, it is essential to the
operation of the school system in most of the local educational agencies
testifying. Impact Aid payments are'regarded as in-lieu.of taxes
payments and are the only Federal funds which the school system can use
as general fund money. Most local educational agencies assert that the
Government is,getting a bargain with Impact Aid, for the'payments are
far less than they would be if Federal property were taxable. But for
this very reason, Impact Aid payments axe not adequate compensation for
the sometimes overwhelming burdeh that the Federal presence imposes, and
local educational agencies expressed the need for a possibly more
comprehensive p,ogram of payments in-lieu of taxes*:(PILOT).

_

A 'crew local educational agencies testified that they would prefer a
comPrehensive PILOT program instead of Impact Aid. Virtually ery
local educational agency" providing information on assessed valuat on of
tedera,lly-owned property showed that, if, the property were taxed at
prevailing rates, the local educational agency would yield much more
revenue than Impact Aid providel;

The Commission kt aware of the fact that a policy in favor of PILOT has
been studied by various parts of the Federal Government for many years,
both in connection with the Impact Aid Program and with-respect to the
States and local units of government, *generally. A report of the
Adv,isory CommilOon on Intergovernmental Relations on PILOT has recently,
been released.--1

47/ R.D. Ebel
Relations,
(1980).

',I.E. Towles, Advisory Commission on Intergovernmental
Federal Payments In-Lieu of Local Property Tax Payments
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AS was the case in the hearings of this Commission, an equitable PILOT
pr-ogram with respect to local educational agencies is difficult to
describe', and even more difficult to conceptualize beyond the scope of
an individual school district. 'Inherent in*.any PILOT program is the
question-of alternative use of-the Federal property. How much revenue
would a particular piece of prOPerty raise if taxed?

Alternative Uses

A concept related to the revenue a locality would raise if Federal
property Were taxed is the revenue a local educational agency would gain
from the land if the Federal, installation had not been there. Most
local educational agencies acknowledged that they were unable ito say
with cawtainty how federally-owned land woould have been used--a determi-
nation requiring projections by local planners and land use expeits.

Some local educational agencies pointed out with certainty how property
owned by'the Federal Government would be used. In most cases it was
clear that private use of the land would yield the local Oucational
agency more revenue than Impact Aid provides. For example, local
'educational agencies located near beaches and coasts testified that
those areas could easily become revenue-producing recreational areas or
sites for develdPment of condominiums and motels.

I

The'school districts of some local educational agencies are located near
Federal installations surrounded by valuable industrial, commercial, or
residential, property. Those local educational agencies testified that
private use of the federally-owned land would surely yield more revenue
than Federal ownership does.

Local educational agencied with low-rent public housing pointed out that
almost any taxable residential unit would prodice more 'revenue annually
than the ten pdrcent paid by the Department of Sousing and Urbari Devel-
opment in-lieu oftaxes.

In each case,*if revenue is,lost by a .local educational agency by virtue
of the Federal presence,'it is a crucial part of a determination of
whether a local educpional agency bears acnet econdmic benefit or
burden as a result of the Federal presence.

Economic Impact
, C -

On the issue of net buden, which is the cornerstone of the Education
Department's proposal for r fitting Impact Aid in fiscal 1981, local.
educational agencies were, km Elle whole, unable to provide the technical
and sophisticated information necessary to determine`net economic
impact. This is not surprisi , given that the Commission is breaking

ritenew ground in developing a mo 1 to conduct an economi -c impact study.
Local educational agencies were, however, able to provide bits of
*information relating lo positive and negative effects of the Federal
presence considered alone.

y
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/'

Military installations by and large Were seen as having a positive
effect on the community, though not necessarily a positive economic,
Aeffect. Withoutlt highly technical ineprmatiOn, a community could not
tell,hOw muchmoneyoroduced by the multiplier effect actually got back
into the school system tokprovide for the education of military de-

,pendents. When citing positive effects, local educational agencies
mentioned the stimulating presence of the military, including the
-advantages of having people in the community with international back-
ground and experience.

it

Represeritatives from certain States provided examgleo of extreme nega-
tive

is owned by the Federal Government. Alaska has virtual y no tax

tive economic impact--:Alaska, for example, where 98 .perc t of the
_virtu

base from which to raise revenues for ±cal education expenditures.
Deficient tax bases also occur fn local educational agencies which are
located mostly, if not entirely, upon Indian reservations. 1

The energy development industry often locates in western areas with
extensive Federal ownership. Usdally those areas have .a small school
"system with a tax base capable of supporting only a small system.,
'Employment generieed by the industry can create havoc fo'r a small
system, bringing. large numbers of families with school-age children to
the Area. Economic benefitl'of the energy industiy,are limited because
the facility brings many of its employees with it to the area. Local
employees working in support positions on the installation ace often ,..

paid below market wages because the facility attracts an influx of
job seekers.

/ In Tullahoma, Tennessee, many employees at the Atomic Energy Development
Commission are engineers, chemists, and physicists. They are paid on a
higher wage scale than a typigal business wouldpay. Because of the
higher wage standards, especially at the-facility, other businesses have
loca elsewhere. This has resulted in.a limited industrial tax
baser--

48/ The Commis ion, using its in-house researq capacity, devoted
considerable time and expense to supplementing the hearing record-on
the iAgOes of alternative use of tax-exempt property and the econom-

.

ic impact of Federal activities on local eyational agencies.

The helrings were supplemented by site visits by the research staff,
led by the Staff Economist. These Site visits concentrated on
military instal4tions and included-such installations located in
Chambersburg,, 'Pennsylvania; Bellevue, Nebraska; Waynesville, Mis-
-solid; Box Elder,'South Dakota; Davis County, Utah;'Escambia County,'
Florida; Portsmouth, New Hampshire;- and Norfolk, Virginia. In each
OE these sites, informatf5h was gathered to de;.relop and test a model
designed to measure the impact of Federal activities on the finanpes
of local edircationalagencies.
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, .

Federal Obligation for Impact

a

Local educational agencies addressing the issue of the Federal GoVern-.

ment's financial responsibility toward the education of federally-
'connected children consistently argued that when the Federal Government
acts as an employer and a landowner, it should pay its way #s other
employers and landowners do.. Further, local educational agencies said-7,
the Impact Aid statute since its inception has expressed a ,Federal
concern for the education of children of its employees. Thus in ad-
ditiOn to purely financial obligations, the Federal Government is
obligated to ensure-that children of Federal employees have access to a
public education as'other childreril ave.

A few local educational agencies mentioned the particular probleia
'associate, l with base closings'and decreaied Federal 'activities. In'
those cares, schools are left with long-term cdn&racts for things such
as buildings, .buses, 'books/ and other supiplies'ivaich they do not need

4
because closure of.the--Federai installation has reduced enrollment.
Local educational agencies-testified that the Federal obligation in
those cases is especially strong.

Local educational agencies testifying at the Window gook, Arizona,
hearing spoke of'the special responsibility the Federal Government has
for the education of Indian children because of the very large number of
treaties Ath'ch expressly guarantee.education for Indian children.

Local ed.= tionai agencies also testifying-at the Seattle, Washington,
and San Francisco, California, hearings felt that it,is Federal policy
that brings refugees into the country and thus into their respective
school districts.

Many witnesses used the term "obligation' whdn testifying; and the
hearing record does- not make cieAr its technical meaning or meanings
when so 'used. In fact, its use, generally, was in a-loose sense of
"what ought to be done"--in the' dense 'of a moral or political (when
pampered with other uses of Federal- .funds) obligation. It was in this
sense that the hearing record was assessed by the Commission.

Those witnesses who expressed a belief that ,tee Federal obligation-was
'educational' in nature--that is, an obligation for the education 06
children in general or for continuing a progiam upon which local educe-

* tional agencies had become fiscally dependent--were heard; and due
consideration has been given to their evidence. Testimony regarding a
Federal qbligation arising from a fiscal burden placed upon a unit of
local government which has ,a right to exist and oper,ate under the laws
efi..,the States and which, under those-laws and the Constitution, must
providd-a7free public education for all children within their jurisdic-
tions, was given a greater weight,
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Educational Needs of federally-Connected Children
1

Local educational agencies testifiedthatifederally-connected children
require various specik services. Those special needs of military
dependents, American Indian students, refugees, and students residing on....,

low-rent public housing projects are summarized as follows:

Military. Military dependents are highly mobile students. The fre-
quency,suddenness, and unpredIctability_of military reassignment
procedures cause serious social and psychological stress on these
'students. Education programs which are not consistent from area to area
can cause children to arrive iar behind or ahead of new cladsmates,
generating a traumatic dislike for school which impedes their adjustment
to schools. This stress from constant reassignMent contributes to the
instability of the family and a lack of cbtnmitment to become involved in
the, community. Family patterns are often non-standard. For example:
many students live in one parent households because of extended duty on
ship by the other parent. These students are freqtently out of school
for an extended periodof time while the family moves from one base to
another or from one Government project to another. Absence from school,
coupled with the variation in curriculums, creates barriers" to the
students' learning.

Poverty is not uncommon to military families. Lower military ranks
frequently live in public housing and use food stamps at commissaries.
A significant number of military parents are married-to non-English-
speaking .spouses, thus creating learning problems for the children.
These children lack a sufficient command of English and experience
difficulty in classrooms because English is not spoken at home.

. . 3

Constant turnover in-a loclleducationeI agency's enrollment creates
both fihancial and administrative problems. Local educatiOnal agencies
must replace textbooks, workbooks, and other basic materials, in some
cases up to 15 percent a year. Mobility increases the need for remedial
assistance, additional secretarial and clerical assistance is required ,

:if

for keeping enrollMent and transfer records,/ocal educational encies
must provide extra counseling and psychological services to et the
special needs of highly mobile students, and testing for grade place7
ment, achievement, and special education must be duplicated in many
cases.

Indian Children. The Commission has heard testimony concerning conflict
'of values between the public school milieu_` and the home context of
Indian students. An Indian school superintendent observed that the
Navajo word for public schools is translated 'school of the little white
children," and indicated that the honoring of Indian culture in the
schools is relatively recent. American Indian students frequently speak
'their native language at home. and come to school with the standard
educational heeds of non-English-speaking or bilingual children. Con-
centrations of Indian students in a school district commonly require
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highly individualized diagnostid teaching, requiring a low 'teacher/
student ratio. Tipact Aid funds =are coramorsly----used to enable local
educational agencies to have the lower tsacher/stddent ratids. The vast
distances 'atudents must ride by school busmorning=andigternoon rides
as long as two hours were cited on the Navajo reservationrequires
transportation expenditures by local educational agencies which are
unusually high. N

6
.

Refugees and -illegal Aliens. Refugee families obsiiously have problems
of traumatic relocation. Enormous variations in successive waves of
Indochinese refugees have' been noted. The children, of, later "boat
people" are commonly observed in imblic schools to have much greater
problem of poverty and usually come from lower echelons of Vietnamese,

ln

Laotian and Cambodiansoieties. Thus there is usually less family
educati , and more prdblems with English. Hostile reception of later
refugees perceived to be foreign by othei refugees from the same country
has often .been a:problem for 4iari refugees, particularly where A threat
to the local job market'is feared. In addition to basic educational
services, local educational agencies must provide thesestuderits much
more concentrated services in bilingual education, special counseling,
and frequent tutoring services.

Children of undocumented aliens also have the problems attendant with
transience. Local treatment of the corresponding needs for these
childrenbilihgual education! smaller classes,- trans-cultural
understanding --- varies greatly. It is reported that:California has
affirmative action programs for such- children. Texas, until recent
=intervening court cases, effectively excluded them by requiring payment
of tuitionTheir illegal status means children having special problems"
are in the school system without being officially acknowledged.

Low-Rent Public Housing. Local educational agencies related the added
responsibility plaCed upon them as a result of servicing students from
low-rent publifc housing. These students are often in need of remedial
education in basic skills, especially reading. They often need 'special
counseling f9r,problems and pressures associated with poverty. Local
educational agencies must provide additional reading skills "programs,
special teaching servicfp and ddded counseling staff to handle .,-the
needs bf these students.--1

Public Lai', 815 (Construction)

I
Though not within the Commission's mandate for review and evaluation,
local educational agencies also testified regarding Public Law 815.
Section 113 of- that law provides "for the construct/ion of and repair of
urgently needed school facilities ;to house children residing on Federal

12/ See Appendix J for a discussion of testimony 'before the 'Commission
regarding Federal involvement in public housing.

=
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4

properties..." It should be noted that section 10 of Public Law 815 is
permanent-legislation and is only reviewable through the appropriations
process. Since being enacted in 1950, up until 1967, Public Law 815 ad
'generally been funded fully. Since then, however, appropiiations h
been insufficient to satisfy all entitlements. Fort Bragg in North
Carolina, alone, is $20 million behind in repairs and construction; $200
million, is estimated to be necessary for repairs and construction for
all schools on Federal property.

Local educational agencies reiterated many times that they must use
PUblic:Law 874 funds for construction instead of as geperal operating
revenues. Representatives of school districts, particularly those with
military bases or high Indian enrollment within their boundaries, have
urged the Commission recommend that Public Law 815 be funded. fully.

School- districts that experience rapid increases in enrollment due to
transfer of military employees are hard pressed to*find space to accom-
modate students.' Many present section 10 buildings-were built ;in the
1950's and*1960's, and this now poses numerous prob.ems:

dikb1) they need extensiv pairs;

2) they are lacking'in space and modern facilities;

3) ,there is an increase in the number of families being placed in
on-base housing; and

4) children are im excess of the rated capacity of these buildings,
leading to Carsplit schooling shifts of reduced hours (morning/after-
noon); and (b) requiring, locating students in W2rld War II wooden,
dilapidated, inferior buildings._ .

r)7
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B. RESEARCH OF THE COMMISSION STAFF

The Commission on the Review of the Federal Impact Aid Program was
charged by law with "reviewing and evaluating the administration and
Operation of the Federal Impact Aid Program." Specifically, that law
required the Commission to consider

(1) the equity of the presentfunding structure;40

(2) the relative benefit of Impact Aid assistance; and

(3) the best means of assisting federally: affected local educational
agencies, to meet educational needs.

The Plan of Study provided that each of the questions likely to be
raised during the course of its work would be arranged around these
issues and would be the subject of a spicial study. These special
studies formed the basis for the.recommendations set out in Chapter IV
of this report. The Commission gathered evidence for use tn those
studies through in-house research and a series of hearings,N Part A of
this chapter was a summary of testimony presented at the h4-ariongs; Part
B is a description of the research conducted by the Conimission and a
summary of the studies themselves.

1) The Equity of the Present Funding Structure

In its review of the equity of the present funding structure of the
Impact Aid Program, the Commission has examined the basic premides,of
the program in order to determine the concepts ofequity the Congress
used in creating the program and found that the underlying concept of
equity thlp used 'by the Congress was that local educational agencies
ought to te compensated for the burden imposed upon them by Federal
activities and that the amount of the compensation ought to'approxi-
mate the amount of the fiscal burden placed upon local educational
agencies by .those activities.

-

, -With respect to Federal=-burden associated with real property, the
evaluation involved'a determination of revenues lost because of
Federal laws exempting real property from local taxation and of the
cost of educating the children connected with that property; and with
respect to burden not so associated, it involved, a determination of
the cost of educgting children in attendance at public schools as thee'
result Federal activities and policies which do not involve the use
of- ax-exempt real property.

The Commission studied the definition of Federal property, in order to>
determine 'wheiii-Er-tkall. real property. burdening a local educational
agency is includedand whether all real property not constituting a
burden is excluded from that definition. In determining which real
property constitutes a burden, what factors should be considered? It
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also considered.whether the'rationale of compensating' local education-.
al agencies for federally-imposed burdens includes compensating local
educational agencies for the cost of educating. the children of refu-
gees and undocumented aliens.

As part Of the examination of the existence and magnitude of the
burden caused by Federal immunity from local taxation and by the coRt
of educating federally-connected children, the Commission studied'the
economic impact of Federal activities on local educational agencies.
'This study, in addition to gathering evidence from authorities in the
field, involved a thorough analysis of a small number* local educa-
tional agencies usinga model specifically.developed for that purpose
indreilte-specific data..

/* ti

After examining what constitutes a-burden on local educational agen-
cies, the Commission considered the fairness of the measure of cogmen-
sationl-based on .assumptioni abOut.local support of public education--
to deteamine its validity in, light of changes in. school financing,
patterns, an increased State role, and the possibility other measures
may more accurately reflept the cost of educating federally-connected
children.

2) Relative Benefit.oVssistance,for Impact Aid

The second mandatory part of the evaluation of the CommiSsioh,was a
study of ,the '" relative benefit of tle.assistance for Impact,Aid under
Public Law 874 in view of the increasing costs of the program'andthe
limitation on the availability of funds."

This charge presented the Commission with a problem of statutory in-
terpretation. The term "relative benefit" implies, indeed requites, a
comparison--but a comparison with what? Is the comparison internal to
thg Impact Aid Program.or is it a comparison with other programs? If
with other programs, is the-comparison sith other education programs
or with all ether programs funded by the Federal Government? The'
legislative history of. the amendment creating the Commission gave no
further-clue as to congressional intent.

The explicit reference to "increasing costs pf the program and the
limitation on the availability of funds" clearly indicated a comPari-,
son of costs and benefits--but to whom?, A comparison with all Federal
programs was impossible. A comparison with other education programs
wo d have been difficult without evaluating those programs, which was

the -resources available to the Commission. Impact Aid is
different frot all other education programs in that its payments are
non-categorical maintenance and operation funds, while the other
programs provide for narrow, Federal purpose,' categorical giants.
Categorical and non-categorical funds are so different that .th-s only
criterion they have in common for comparison involves administIative
costs.



With respect' to administrative costs, the Education Department could
give, no estimate fof all levels, btjt it is clear that 'categorical'..
programs, have an administrative cost at all levels whichekdeeds-five
percent and runs as high -as ten percent, while the administrative
costs of the Impact Aid T:togramare probably leas than one per"dent.

An attempt was Made Z41Compare IMpact Aid and two ether areas which' -

served some'of .the same' children: disadvantaged children living in
low -rend public housing prOperty and Indian children living on Indian
lands. a

The speci4ized skills of evaluators of education programs in the
fields of 'Indian eiliucation.and education .of the.disadvantaged--wifith
whom .,the Commission would contract independently"were needed to
satisfy this portfgn of the mandate. 4 Procedural complications with
ttie Education Department ,rellsulted in, inordinate delays in gettilig the
services .Of. experts so that consideration of the relative .benefit of
assistanCe under Impact Aid isAone df,the area the Commission .was

to complete due to funding and time constraints. :

With respect to relative benefit of assistance, internal to the Impact
Aid.Program, theiCommissiOn did considerothe.effect of Um 'Increases
in eneitlpments since "r0.10 and of no commensurate increave-in funding
levels forthe pr am to-covr,these entitlements.' Some local educa-
tional agencies have fewer.mon-Federal :revenues-than oEhers";- sbMe'are
almost totally dependent upon, the Impact Aid Program. In these in-
stances, the Impact Od Program is of greater relative benefit td-them
than it is to 'local educational agencies which are not 's() dependent.
If4,during any fiscal year,. the sums appropriated to makepayMents on
Impact' Aid entitlements are so substantially, less than those necessary
to make full payment on those entitlements that the more dependent
local educational agencies receive insufficient revenues to maintain
their level of education, then the relative benefit of assistance from._
Impact Aid must be considered. This issue, however, became a matter
of priorities.im allocating funds within the program and was consid-
ered as a matter under the best meanssof assisting federally-affected
local educational agencies.

3) The Best Means "of Assisting Federally-Affected Local
Eddbational Agencies

In considering the best means of assistin4 federally-affectedlocal
educational agencies, the Commissican'assuineli that the Congressintend-

*ed that, If thete is a financial burden Placed on local edSational
agencies,_ there should be compensation therefor and that,, if Ehereois
a Federal ob)igation with respect to the education of federally-

-. connected children, the logal educational gencies providing education
for those children should be assisted in doing so. These assumptions,

v
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when accepted, required a examination of ;the amount of compensation
for that burden and the extent to which Federal, State, and local
governments shoura share in paying the costs of educating federally-
connected dhildrenand'a,determination of the extent to which there is
antobligation with respect to the educatiof of various categories of
federally- connected children: Military dependents, Indian children,
children in schools operated by,local educational agencies which are
fiscally dependent upon Impact Aid, children residing in low-rent
public housing, and children in federally-operated schools.

In the case of heavily impacted school districts, since their, local ,

educational aqencies would, if their Impact Aid payments were to fall*,
substantially short of their entitlements, be required to curtail the'.
operations of their schools so substantially as to impair the educa-
tion of federally-connected children. Thus, any Federal obligation,
for their education would bp defeated.

In'tonnection with these issues, the relationship between Impact Aid
.

payments and State aid to Federally effected local educational agen-,
cies and the circumstances under which State aid programs should take

,N'Impaat Aid gaYments into consideration were studied.

In addition to the'evidencepresented during the hearings, the Co ,n is-

sion has, as evidence, Apjlementary infdrmation of a type and --rn
sources not likely to be iieilible through the hearingfproceSs. This
supplementary information has focused on policy questions underlying the
Impact Aid Program:
.
(1) What are the historical and legal principles upon which the

-. program has been bayed?
?

(2) How does the program fit into the general scheme for financing
public schools and how should federally-affected schools be financed
in that scheme?

(3) Is here a net fiscal iurden obn loda cAtional agencies
resulti from Federal activities? and

(4) What are the educatIonalneeds of federally-connected ch4dren and
how should those needs be met?

,Commission research Tres been conducted in the form of special studies as
described in they Plan of. Study. The subject matter of the special
studies was a combination of issues inherent in the various facets a
the existing program and those whighappeared likely to arise during the
hearing procesS. The studies were arranged around the 'three ch 'arges
given theCommission in its mandate and then around nine questions that 0,
this report was designed to address:

13
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1)'Should the Impact'Aid Program be continued?

2) Should there be basic changes in the Isipact Aid Program?

5) How should the term "Federal property" be defined?
"'

'4) What is the obligation Of the Federal Government"with-respect to-

the education of children' connected with Fediral property?
1

5) Should local educational'- agencies educating` children in -attendance
at public'schools by reason of Kederalla4 or activities be compere -,
sated therefor? ,

6) Which local educational agencies should be eligible for Impact Aies,..
,payments?

,%-7) What should be the *Fount of compensation?

8) How should funds be allocated among
appropriations are insufficient

9) Should the States take Impact Aid
their"State aid programs?'

local educational agencies when
to satisfy all entitlements? -

payments into consideration in

I. SHOULD THE IMPACT AID PROGAM BE CONTINUED?

The' Commission began its study by addressing the basic question bf
whether the ImpactAid Program should be continued. In this review and
evaluation of the ispgram, two means 'of lathering evidence were used:
(1) the conduct ofe/Mblic'hearinga at which all interested parties were
invited to,present :vidence, and (2), the conduct of independent research
on the economic i pact of Federal activities on local educational
agencies, the law elated to the Impact Aid Program,"and the means by
which, public educ ion is financed.

\
This qUes n was addressed.by examining the legislative history of the
enactment of the original law in order to -determine the reason the
Congress authorized the Impact Aid Program, by reviewing the rote of the
Federal Government in the fidld of education.as a context for authoriz
ing the program, and by assessing the evidence presentee* those wit
propose reducifig the program. On the basis of this study the premise*.
upon which program was eased and the questions regarding their
con 'a idity were set out for analysis.

The premise for the program is that the Federal Government places a
financial burden on local"educationaf agencies because it property is
immune from State and local taxation and its activities cause children
to be in attendance at the schools of-those agencies, that this immunity
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deprives local educational agencies of necessary revenues and the local
share of the cost of education for those children must be borne by those,
agencies, and that, uri67the federal system of government, the Federal
GoVernment should compensate thern,br that burden.

The major argument advanced against the program was that the present
program over,pompensates local educational` agencies for the burden
imposed because the program does not take into consideration the assumed
financial. benefits which accrue to localities by reason of Federal
activities.

These premises were examined to determine their current validity by
reviewing "the question of intergbvernmental tax immunities with a view
toward assessing the trends in the law during the past three deqAdes, by
reviewing changes in the patterns of school finance and the extent to
whic those changes affect the program, by questioning the continued
ed, as a matter of law, for the program under the federal system, and

4 by studying the economic impact of Federal activities on local educe-
tionall agencies in order to test the assumption that there are'net
financial benefits accruing from Federal activities.

A. BACKGROUND

Public Law 874,*Eighty-first Congress, wad enacted ing6,1950 to authorize
'payments to local eductional agencies to compensate them fqr burdens
placed upon them by Federal ownership of real property and by thglij
provision of educational services foe.federally:connected children
-In so doing/the Congress ways attempting to set out,a uniform policy for
compensating schools having previously authorized a dozen different
Federal agencied to olprovide diffeient kinds

/
of"-siassistance to local

DIeducational agencies` during World War II. Thede agencies_ included
the military departments, the Departments of the Interior (both the 4

Bureau of Indian Affairs and the Bureau of Reclamation) and Agricultu;e,
), the Federal Works Agency, the Panama Carial Company (which administers

nz
the Panama Canal. Zone, and the Tennessee Valley Authority.

Three sections of the-law were devoted to three situatio in which.the'
Congress found `that the Federal Government ,should Jclomp nsate local
educational agencies for financial burdens imposed upon by Federal
activities. Section 2 of the law was directed toward the situation in
which the FederAl Goverriment has imposed ,a substantial and continuing

50/ Act of September 301.1950 Pub. L. No. 874, 81st Cong., 2d.Sess., Si, /

64 Stab. )100-1101-lurrent version at 20 U.S.C.A. S236 (1974 .5,

Supp. 1978)),
II/ H.R. Rep. No. 2287, 81st-Cong., 2d Sese 5 (1950).
52/ Legislative Reference, Service, Library, of Congress; Education of

Children Living on Federal Reservations and Localities Particularly
Affected by Federal Activitiesi .0enate Committee on Appropriations,
81st Cong., Tst Sesa: 60-61-(Comm. Print 19'49) .
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burde . by acquiring a considerable portion of the real property in a.
school dietrict of a localeducational agency, depriving it,of a consid-
eratil'pOrtion of its tax base. Section 3 was designed for situations ,

in which the Federal GoveMment,'by owning tax-exempt property on which
children reside =ion which their parents. are employed, has imposed upon
a loca educational agency the burdenL

that

educating those children while
withhoi ing the opportunity to meet that burden by taxing that property.,
Section 4 was designed to apply in situations where the establishment pr
reacttvation of Federal activities in an area increased school attend-
ance sO suddenly and eubstantially tha

/
the affected local educational

oiagencies could not adjust finanpially.---

. p

The Rationale. The underlying philosophy of section 3, the major part of
the law, was that the Federal'Uovernment, as a property owner, should
pay toleach local educational agency an amount for each federally-
connected child roughly equivalent to the amount per child which other
property owners in compapable communities pay toward the' cost of educat-
ing children. Federal payments under section 3 werei.ntended to be more
closely Irgpted to the burden imposed, than to the value of the Federal
property Ht The amount of payments was computed based on a "local

.
dontribution rate," through hich the paymegt per child was equal to the
currentlexpenditures per child made from local sources in the local-
educational agency the State which are5v_comparable to that of the
federally-affected local educational agency. --

Federal Neutrality. In enec ng Public Law 874, the Congress4did not
intend to af,fect th means which schools were financed under the laws
of the Stated or to direc hose schools respecting the manner in which
federally-connected child n were to be educated.

In'fact, the -now traditional "no Federal control of education" clause
was first enacted as part= of Public Law 874, which originally provided
that In the administration of this Act, no department,` agency, officer,
or employee,ofthe-United States shall exercise an direction, supervi:-
sion, or control Oter the personnel, curriculum, or program of instruc-
tion of Any school or school system of any local or State. educational
agemdi."--1

Public Law 874 was intended to operate under existing school financing
patterns in the various States The Congress presumed that most local
educational agencies met the local share of the cost of educating chil-
dren from revenues- derived from taxation of real property. It was de-.
termined that, approximately half of the real property tax required to.

5 2/ H.R. Rep. No. 2287, 81st Cong., 2d Sess. 5 (1950f!
54/ Id. 114: '

iF,Pfd. 12. 0

51/ Act of September 30, 1950, Pub. L. No. 874, 81st Cong., 2d Sess.,
57(a), 64 Stat. 1107 (current version at 20 U.S.C.A. 51232a (1974 &

o Supp.

az



-104-

meet the local shave of the cost of educating a child was derived from
taxation on residential property and half from taxation on commeraal or
other real property; and; therefore, the Methed for computing the amount
of payments was desigped to protrAde all of the local cost of educating a
child residing on Federal property with a parent employed on Federal
property .and onelfy thereof for a child whose parent was employed on
Federal property.-- 4

Ihat being-the case, the Impact Aid PrOgram should be reviewed tot as a
program designed for the improvement of education, but-As a program to
assist schools under existing State schopl finance laws which have
incurred a burden impairing their ability to finance their operations
under= those laws. Impact'Aidshould not be considered-an' education
program in the sense that other programs'of grants to local educational
agencies by the Education Department are Federal,edUcati6n *programs.
Impact Aid payments carry with them no Federal education pdiicyj. it is'
not a categorical program; as are other Federal education programs;, funds
are made available to local educational agerfciei to assist tnem'in
carrying out local educational policies Wider the laws, of the -States,
Except for a brief period, when payments With rspeCt to children'in
16w-rent public housing wee/ required to be expended fox the education
of disadvantaged children,7-(Impact Aid Payments have never been zubject
to Federal direction or controls respecting. their use. They are to be
used in'the same_ manner as-local edtiCaEional agencies use the funds- they,
derive ,froril 16cal sources. This is only logical since Impadt Aid funds
are compensation for the local reventinfinedessary to support the educa-
tion of federally-connected children.---1

With this by way of background, theCommissicin has conducted, its review
and evaluation of the Impact Aid Program .by examining the underlying
premises of the original elaw (and-the amendments-thereto) and 'the
context in which the Congress has acted, This,examination-4has been
followed by. a study of the-vhangee in context during the past three
de8ades in order to- determine the extent to which those premises con -
tinue to be valid. This has involved a review of the history,of the
invOlvement of the Federal Govefnment in public education, the .role of
Impact Aid in the relationship between the Federal Government and..he
Statet,\and the propositions for reducing the program.

57/ H.R.41ep. No. 2287, 81st Cong., 2d Sess. 11 (1950).
58/ Between July 1, 1976 and October 1, 1919, section 5(f) of Public Law

874 placed a restriction on the use of these funds.
59f Federal control over the use of Impact Aid funds may be.the reason.

that the Impact Aid Program has a low priority in-the Education
Department. See the Statement of Dr! Minter, at p. 115, infra.
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B. FEDERALISWANDED6WION
',

t 5,

Publip-Education as a Traditionally'Local Field of Govarnmental Activi-
ty... The Constitution is silent*-on the. role of the FedecaliGoyernment in
education. Even though .a contention could be made that a Federal policy

,role in the field. of education is aeong the implied poWers.of.the
Congress, -the adoption of the TenthAmendment to the Constitution had
hade'suclea contentison,more tenuous, lreo--that pbblic education Is viewed

, 50/as za State' function.
, .

.

The Federal GO/ernment had aCtively encouraged and assisted the"Staies
to' assume responsibility for:TETI:dip, education, and to establish and
Operate schborsystems.- Prior tp the -adoption of the Constitution, the

- Congress, udder the Articles of Confederation, sad, In approving
,-- Northwest Ordinahcarbeguna polify of the support ..for schools. --d

.As the States were adpitted to the Union, the Federal Government, in an
effort to encourage- the States to establish publti/school systems,
grantedflands to the States `for the-Ruse of-schtibls."--1

Between 1960 and 1979, the doft5ress appropriated more than $50 billion
,for e ettary and secondary education, primarily' tote the purpose of
improv ng the quality,of education in public schools.--

60/ Recent trends toward greater involvement of the Federal Government
in the operation of public education have -not been -based upon'any
theory in favor of a substantive role of the Federal Government in
education, but'Upon the af'fect.of educatioj6n nights and privipages
guaranteed to individuals udder the Constitution. This involvement
has not been the resukt of kederal.educatioq policy nearly so.much
as the result of efforts toward equality of.opportunity under the
law.

siy Section 14 of "in ordidande for the government. of the territory of 4
the United States northwest of the River Ohio". provided articles of
compact between the Zriginal States and the(people and States in
that ;erritory. The figst sentence of Article IA, thereof, reads
as follows: "Religion, morality, and knowledge being necessary to
good government and happiness of mankind;-Schools,_and the means of
education shall foreyer be encouraged." (Northwest Ordinance,
Article III, 1 Stat. 51'"(July 13, 1787)).

ly Fla. 5 Stat. 788, S1, Ill. 3 Stale. 428, S6; Indiana 3 Stat. 249, S6;
Iowa 5 Stat. 789, S6; Kansas 10 Stat. 277, 5341 Neb. 10 Stat. 277,
MO: N.M. 9 Stat.:4460515; Oregon 9 Stat, 323, S20; Wash. 10 Stat.
172, 516; WisO. 9 Stat'. 56; S7; Arizona 36 Stat. 557, S25; Colorado
12 _Stat. 172, 514f N.D. & S.D. 25 Stat. 676, 510; Idaho 12 Stat.
808, S14; Minn. 11 Stat. 166, S5; Montana 13 Stat., 85, S14; Nev. '12
Stat. 209, 514; Ok. 26 Stat. 11,1, S18; Utah 28 Stat. 07, S6; Wyoming
t5 Stat.-178, S14.

, National Center for Edudation Statistics, Digest of Education Sta-
tistics 1979, at 166-1.67 (1979).

4
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The silence of theConstitution, together with active Federal encourage-
ment and assistance to the States, has resulted in education's becoming
one of the historically "local fields" Of governmental activity.

As public education developed under the laws of the States, a pattern of
school finance and control emerged, under which revenues for the support
of schools was derived from State'and local sources and policy control
was placed at the local level. That pattern is not uniform throughout
the Nation. In almost all States, however, the control and financing of
public schools was vested in units'of local government which, in Federal
law, are called "local educational agencies.' In most States local
educational agencies were organized with school districts in which the
localeducational agencies were given taxing authority, and, as such,
these agencies became, special purpose (as opposed to general purpose)
units of local Overnment.

. Docal educational agencies appear to have evolved from the school
committees of the New Ehgland town meetings which had, even before the
Revolution,.become independent of general purpose units',of local govern-
ment.

As public education became ,an expected governmental function with
greater' significance then-othe'r local governmental functions (in that at:,
had more daily contact with the people), the grant of independert taxing.
.authority became a general rule, especially in the Midwest a in'the'
West. That authority was vested in local school boards which also had
the administrative funCtionsi defined by State laws, necessary for the
provision of, and control over, public education; Thus, the tradition
in favor of local financing and control of education developed and
became deeply_imbedded in the system of government.

The Uses of Real Property Taxes for Education. With the enactment,of
compulsory attendance laws, adequate sources of revenue from tax sources
became necessary if local educational agencies were to have sufficient
funds to comply with their obligation to provide free public eddcation
under. those laws. A nearly uniform practice of taxing real property for
the support'a education was adopted throgghout the Nation.

-0 -
The use of land.grants for the,hupport of schools and Ole delegation by
the States of the authority to tax real property to local educational
agencies for'their support resulted in a strong association between land
and education. At a time when the vast majority of the citizenry earned
their livelihood through agricultdre, this association may have appeared
to be more rational than it does at this time, when the economy is not
tied so closely to agriculture.



The State Role in Financing Public Education./ Beginning about 1900,
concerns were being expressed about the inequities which arise from
inequality of the tax-base among local educational agencies within
States. the 1920's,tte States had begun to rilIkeSpayments to local,
educational agencies which were intended to diminish these inequities
and a number of different approaches to State aid were employed in this
conneCtion, sb that the degree to which the cost of education in public
schools was paid-from real property taxes became less in States having
State aid for education.

With State corttributions to education having become a significant factor
in school finance in the majority of States, the concept of State share
and local share of thecost of education developed in the general school
finance pattern, even though some States provided little, if any, con-
tributions. This_decrease in over-all reliance upon real property taxes
for the support of public schools (the State share generally, was-from/ r venues derived from non-property ,taxes).did not mean that the local
are was much less dependent upon property tax. Whereas 99.6 percent

of local revenues for .education was derived from prbperty tax in 1925,.
3constituting 78.., percent of total revenues for public education), in
1946,97.9 percert of local revenues was derived from property taxes
(constituting 62.6 ,percent of the total). During that period total
revenues for education increased by approximately $1.3 billion, of which
,approximately $700 million was from State sources and $600 million wag
from local sources.

At the time when the Impact Aid Program was first authorized thisy-
pattern of financing schools had become fully developed and, to tbe=
extent that the financing of education was reliant upon real property
taxes for ,revenues, it was nearly unifdrm in that almost all local
revenues were derived from real property.

I: summary, both Federal and State actions created public education 'as a
traditionally and historiqally local field of governmental activity; and
that activity, to the extent that it was financed at the local level,

, was dependent upon revenues from real property taxes.

The Effect of Federal Whership and 'Use of Real Property. The necessity
for preserving the independence of the dual system of Federal and State
governments-under the Constitution creates an immunity of all proper-
ties, functions, and instrumentalities of the Federal Government from
State and loge). taxation, unless the Congress expressly confers a right
to tax them.--/

64/ M'Culloch v. Maryland, 17 U.S. (4 Wheat.) 316 (1819); Smith v.
Davis, 323 U.S. 111 (1944); Jaybird'Min. Co. v. Weir, 271 U.S. 609
(1926); Kern-Limerick, Inc. v. Scurloc;t, 347 U.S. 110 (1954).

1`.
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The ownership and use of land by the Federal-Government, if it is-
substantial, can have a detrimental effect on the ability of a local
government Which relies upon revenues from real property taxation to
function, and" therefore/if the land owned by the Federal Government is
,so substantial within the area the local government has jurisdiction to
tax so as to heprive it necessary revenues, the ability of that local
government to function is diminished and may, if thexdiminutt..On is
great enou0,,threaten its existence as a viable government.

This potential conflict between the power of the Federal Government
under the Constitution and the right of the-States and their subdivi-
sions to exist under the Constitution is a natural consequence of the
division. of sovereignty made by the Constitution w)en a federal system
of government was adopted by the formulators of our-Government.

The equities involved in that conflict may be examined throbgh an
assessment of --

(1) the nature of Federal and State sovereignties in the United
States;.

(2) the revenue-raising ability each level of government enjoys as an
incident of its sovereignty; ,

(3) the jurisdiction over those sources of revenue;

(4) the extent to which the Federal Government can affect the ability
of the States and their subdivisions to raise revenue without endan-
gering the federal system; and

(5) the means_.by which the Federal Government can ameliorate the
effects of its interference by compensating -for lost revenue. .

Federal immunity from State taxation and a concomitant public policy,
espoused by the Congress by payments to local governments, in favor of
compensation for that immunity is the political context in which the
Impact Aid Program was first developed and continued.

Federal and State Sovereignties._ Both the Federal Government and the
governments of the States are sovereign and dtrive their power from the
people and exercise that powek directly, concurrently, on the people.
To the extent that a governmental function issvested by-the Constitution
in the Federal Government and there is a conflict between the exercise
of that function by the Federal Government and the exercise of a func-
tion by a State, the Federal Government is supreme. The pOwers of the
Federal Government are enumerated in the cdristituylp. Those not so
enumerated are within the sovereignty of the States.--'

65/ M'Culloch v. Maryland, 17 U.S: (4 Wheat.)-316 (1819).

k
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Each State has its own government and is endowed with all of the func-
tions essential to seperatesand-independent existence; The States can
exist independently; without the States there is no Federal Government.
The Constitution vested some aspects of the_powers of the States in the,
Federal Government. It contains, however, many provisions which recog-
nize the necessity of the States and their independent-authority. The
Federal and State governments are different "agents and trustees of the
people,'cogpituted with different powerd and designated for different
purposes."--

,

Revenue Raising Ability. Taxation is indispensable to the existence of
the States and to that of -tie United States; It is an essential func-
tion of government. The Constitution gave the power to tax, both
directly and indirectly, to the Federal Government and, subject to sgui9
limitations, that power was given, without any express reservation.--/

jederal'and tate governments have concurrent powers to tax the same
subjects. T e Constitution does lay down limitations on both the
Federal power to tax and that of-the States. The Federal Government may
not tax exports;-its indirect taxes must meetple condition,of uniformi-
ty; and itS direct taxes (other than' income takes under the SixgOnth
Amendment) must be in proportion to the population of the States. //The
States may not tax_when the effecis to burden or embarrass the opera-
tions of tlite United States. The ConstitutiOn doebg9 not authorize the
Congress to. abridge the powers of the States to taxe-

r

Jurisdiction over Sources of Renew,e. Both the Federal GOvernment and
theStates have the poWer to levy a tax on real property. The Constitu-
tion does not expressly limit that power with respect to the States; but
it does with respect to the Federal Government..

Direct taxes must be apportioned among the States in proportion to the
population counted in the Census. This limitation has been construed as
a limitation up'in capitationvtaxes and Aeal Troberty.taxea (as.well aim/
before the Sixteenth Amendment, xents and incomes from real pioperty).--1

The Federal Goveitment has. levied a direct real property tax in times of
war or threats.thereof, including the Act of July 14, 1.798, the Act of
August 2, 1813, the Act of January 9, 1815, and the Acts of August 5,
1861, 'Jay 1, 1962, Match 3, 1863, June'30, 1864, March 3, 1865, March
10, 1866, March 2, 1867, and July 14, 1870. Such a tax was intended to
be only, one of last.resort, when revenues from other sources were

sy Lane Count;,. Oregon, 74 U.S. (7 Wall.) 71,'76 J1868).
671 Ai.

68/ Springer v. U.S., 102 U.S. "(12 Otto.) 586 (1880); PollOck'V. Farm-
.

ere' Loan and Trust Company,"157 U.S. 429 (1895).
69/.1d.

70/ Pollock, 157 U.S. 429 (1895).
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71insufficient to meet the -needs of the Government
/
It has not been

used otherwise; and, since such a tax could be.both awkward in asses's-,
ment and, by its nature, not based on ability to pay, the time when the
Federal Government would exercise this authority may have passed.
Therefore, the use of real property'taxes for revenue may., in practice,
be considered exclusively within the jurisdiction pf the States and an
incidence of. their sovereignty which could not be usurped, but for the
supremacy of the United States in its immunity from State taxation.

Possible Limitations on Federal Immunity. Tple application of the
principld of Federal immunity from State taxation has -required the
courts to discern many fine distinctions in order to maintain thee
essential freedom of the Federal GoVernment in loerforming its functions,
without unduly limiting the taxing power which ip equypr essential to
both the' Nation and ,the States under .the dual qstem.--/Federal-ommer-,
ship of property clearly immunizes it from State taxation, yet the
immunity goes thither.

/ -

The Supreme Court has not, at this time, set a limit on the exercise-of
congressional power to acquire property, create Fedetal instrumentali-
ties, and exempt them froM State and local taxationand, in so doing,
limit the States and their subdivisions in their ability to raise reve-
nue. Mlle fact that the Congress cam withdraw real property From the tax
rolls and may possibly embarrass the finances of a State or one of its
subdivisions, and the yisdom:7i) doing so,.is. for the consideratiCh of
the Congress, not the courts.

Ameliorating the Adverse Effects of Federal TOmunity. The Impact Aid
Program is the result of such a consideratipn; and,,,it is a means by
which' the Federal Government can and, to some extent, does ameliorate
the adverse effects of its interference with the abiLity of loc'al
educational agencies to raise revenue, by compensating them for the loss,
thereof.

With this byway of legal and political background, it'is xeasonable,to
conclude that a prima facie-case can be made for the continuation of the
Impact Aid Progiam; and a prdsumption should lie ih favor of its con-'
tinuation. That being the case, evidence was sought to rebut that
presumption.

71/ .Id. fn

72/ James v. Dravo Contracting Co., 302 U.S. 1.34, 150 (1937).
73/ Federal Land Bankv. Bismarck Co., 314 U.S. 95, 104 (1941);,Boaid of

Commissioners v. Seber, 318 U.S. 705, 718 (1943). A.

F.



EVIDENCE FOR REDUCING T MPACT AID PROGRAM

Since most of the official proposals for reducing the Impact Aid Program
over the course of the previous,15 years had come from the predecessor
of the Education Department (the Office of Education), the Secretary of
Education was invited to open the hearings with a,presentation of the
views of the Department on Impact-Aid, The Commissioner of Education

,appeared onobehalf of the Secretary on Januar3/4311, 1980. The following
is the substantive part of_the stateraelitamade:/

-

Over the past 15 years there hve been two major mandated
studies of the Impact Aid, Program along with some lesser
analyses. While each study has recognized the existence of a
Federal impabt, nonelhas been able to do much With the
question of the degree of net impact of Federal installations
on the community. We do know .that Federal installations are
actively sought by communities. There are some rare excep-
tions, for 'example, where there may be a nuisance `or poten-
tial danger from these particular activities. This is done
with the full knowledge that Federal property is tax exempt
and that the influx of rie4uworkers and their families may
require additional services. . The assamptIon'-iust be made,
therefore, that most communities consider such activities a
net economic plus. We also know that most communities
vigorously oppose closing',of bases or moving of Federal
activities.

Part of the problem is that the financing of school districts
has been traditionally tied heavily to property taxes.
School districts have not in most cases been able to tax the
influx of wealth which takes the form of additional payroll
or corporate profits derived from Federal expenditures.
However, this. can be viewed as an ineffectiveness of the
State and local educational financing systems and not neces-
sarily a responsibility,of the Federal Government. Congress
recognized this possibility by asking you [the Commission] to
coordinate your activities with the SchoOl Finance Panel
authorized in the same laW.

, A
While .reduction in payments to some of the wealthiest
districts have been made in recent years, the assumption of
this Administration, in the absence [of evidence] to the
contrary, is still that the Federal impact entitlements under
existing law er overstate the need.

21/ Transcript of Hearing before the Commissioe-on the Review of the
Federal Impact Aid Program, Washington, D.C. 7-11 (January 31,
1980).
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[Education Department statement, continued]

We proposed, therefoie, as part of our Eiscal Year 1981
budget procedures, modest reductions in the payments tinder
the "A" provis3ohs of Public Law 874 and drastic reductimons
in the payments under the RIB" proyisions.

Our view is that' there is little justification fOr "13"
payments, children whose parents work _or live on Federal
property, but not both, since most of these payments are
for children whose parents live on property which is subject...,
to regular property taxes and whose income is subject to
State and local taxation.

The children living 'op Federal proerty only amount to a
minor number of pupils and affected _districts. Whethbr the
State is passing on to the local dilt.r4Lols a fair share of
the income or sales tax receipts, or-even tapping that
potential source is a separate but related issue...

In the case of public housihg children, the Federal vern-
ment initially provided capital funds to help eradicat
slum housing which produces little inAfroperty taxes.
addition to easing a local problem, such housin ices
provide in=lieu of tax payments tb local governmentV

...[T]he Impact Aid leg4slationr is some of the mO.kt complex
of.all Federal law, arid undoubtedly the most complex of
Federal education laws.' To bring about the reductions in
the Fiscal Year 1981 tiudget in the simplest poRsible way,
and to avoid the complexities of that law, we have built.
upon the language of the ntinuing Resolution for Fiscal.
Year 1980 and have added levels low which no payments to-,
school districts will be made.

To qualify for "A" payments in Fiscal Year 1981, a school
district must be eligible in Fiscal Year 1980 for an am nt
which equals at 'least 2.5 perdent of its school ar 1979
total current operating -expenditures. To quali for n

payments, the eligible amounts have to be equal to 5 rcent.
The eligibility levels would be based on the 1980 payment

4 schedules and could not exceed the Fiscal Year 1980 payment.
We would continue to make payments for the Special Prdvi-
sions, sections 2, 3(e), and 01, except that payments for
sectiot0(e)-(sic) would be eliminated.

Payments to Federal agencies for federally- supported schools,
under section 6, would be made in full with(actual increases
for Fiscal Year 1981( We s1. 4d continue the major disaster

provisions'utilizing carryover hold- harmless funds, but would
increase the required loss from the existing half percent or
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rE4pcation_Department statement, continued] ti

4k
$1000 to the lesser of 5 percent or $10,000. All of- the
abode changes.will be Slaugheboth by authorization legisla-
tion and appropriation language changes.***

Public-`Law 874 was. first funded in 1951. That year 1,172
achool districts, less than 2t percent of the total, with
512,000 federally-connected children received a' total of
$29,600,000. In 1979 paymehts were made to 4,308-school
districts, over 25, per-cent of the total, for 2,291,060- .1
children at a cost\of..$786,100,Q00. Actual` authorization
in that .year was Oer $1.25 billion. We do not believe
that these current levels are justified either" in terms of
actual Federal impact or in the- priority allodation Of
scarce Federal dollars.'

a

In order to give proper weight to the views of the Department, the
Chairman asked the following' question and received the following 're-

, /5
spollser--

76
MR. ROGERSr-- ...is there any possibility that this dra-
mat4c cut was a result of saying we only-have so much money
left over, and use it for the most pressing needs, or was
this proposal developed independently of any overall budget
restraints?

MS. BEEBE:22/The polity to reduce Impact, Aid payments was
developed independent of general budgetary considerations.
It was on policy grounds. Every President since Truman has
tried to reduce the Federal payment under this program. The
particular proposal that was developed was only one of many
that we looked at, aid it was submitted without consideration
of the whole budget ceiling.

The essence of the Department's position was a be]7if tDat there was a
--1positive impact from Federal activities as follows:

e4 .

Transcript of Hearing before ,tee Commission On the Review of the
' Federal Impact Aid Program, Washington, D.C. '23-24 (January 31,

1980).

26 Harold E. Rogers, Jr., Chairman, Commission on the Review of the
-Federal Impact 4id Program.

77/ Ms. Cora Beebe, Director, Division of Planning and Budgeting,
Office of Education, Department of Health', Education, and Welfare.

22/ Ttanscript of Hearing before the, admission on the Review of the
,'Federal Impact Aid Washi ton,. D.C. 34-35 (January 31,
1980).

,t
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[Education Department statement, corltinued]

MS. JACOBS;
19/

There are certain points of evidencethat
would...contradict the notion' that these activities are a
burden. You would have to have that kind of political evi-
dence.... [W]hen we_looked at property values for districts,
we `had-some data on equalized property values, by State, it
turns out,that most of the Impact Aid districts are relative-
ly well-off in terms of81 ;operty wealth compared to other
districts in their State.---1

.

MR. ROGERS: Do you know of any studies that exist right,,now
EP- which'we could turn to which could document these positive

impacts,...(whiShi demonitlIte....the positive -impAct--that--
(thp]...taxArevenues that are availabrie to a local school
district ate in excess of 10 percent, and all- you are doing
is. asking' them .to absorb 5 percent of that. Maybe It is
between 10 and 20 or 30 and 40 or some figure.

4

In other woxds,.do you fKoWof any studies that exist that
would lay this problem to rest, or is it still very.nebu-
lout and possibly going to be developed?

MS1 JACOBS: I thinicJit-is still Arexy nebulous. Again, the
only one I can polka to is the one- that doteloped models
for-looking at thiA.' fie didn't undertake Ehat. 'It was
well heYond our resources, the scope of our resources, and
in fact,.1 feel pretty confident that the kinds of things,
that we did, which was, to look at the district characteris-
tics, can give you a pretty good idea of where that money
is-going, what the digtricts look like, and attrbbuting
that to one -fact. or another, Ithink am not Sure that
it can be done with any great accuracy.;,--

/

aay

79/ Ms. Martha Jacobs, Office of Assistant Secretary for Planning ant"
Evaluatfon, Office of Education, apartment of Health, Education,
and,Welfare.

,

This 'statement iadePparently based upon pages '42-52 of Ginsburg
(LawreAce-L. Br -own' III, Ala L. Ginsburg ft- Martha Jacobs, Impact
Ai,'Two Years Latee, An Assessment of the Prpgram as Modified by.the

iro4 Education Amendments 42-52 (19781). ---z The statistical data'
vided'thertin simply do not s ppott this statement; and there is

no evidence provided therei which would indicate al correlation
between Federal activities an(relative wealth of property in 'school.,

districts. .

81/ Apparently this referenceto "models" is regarding a proposal for
. developing an economic impact maitlel by the National-Planning Astoci-'

ation. That proposal served a the beginning point f the model
.d loped -thy the Commission and is described elsewhere in this
rallmt. .

.



[Education Department statement, continued]

4

In flit Commission's second request for an' appearance by the Education
Department, the Commission had expressly risked the Departilent to provide
information without regard for budgetaryrconsiderationswin order' thati.k
the Commission could evalimate the program on its merits, avoiding, to
the extent possible, the p101itical implications inherent in budgetaty
considerations. (The text Of the letter requesting this information is
included as Appendix K.) The Department replied that it was not piSi-
ble to do so, and gave essentially the same statement at its second
appearance g9iMay 28, 1980:-.-TheSubstamqve part-of that statement was
as follows:---1

83/
DR. MINTER: ...In your letter requesting our testimony,
you asked jf we would provide evidence in addition to that
presented by Commissioner Smith ih his January 31 testimony
to support the reduction in Impact Aid.

The arguinents presented during *previous. testimony repre-
sent the central-reason for Administration-proposed reduc-
tions in Impact Aid. These arguments are based on several
major investigations of the Impact Aid Program, the latest
of which was published in March, 1978, by the Department of
Health,- Education, 'and Welfare. For the most part, the
findings of that study remain, applicable despite changes in
the Impact Aid law made in the education amendments of 1978
of Public Law 95-561. Moreover, the 1978 study reinforced
many of the findings of an earlier evaluation conducted&
the Battelle Memorial Institute and released in. 1970.--Z

These studies have identified three major problems with the
Impact Aid Program: first, payments are,made to districts
which appear to suffer little Or no burden and may even
benefit from Federal activities. For example, our 1978'
studyAwbund that the Impact Aid payments to distric s with
1 rcentages of Federal children are small when cor ared
wi other revenues.

82/ Transcript of Hearing befoee the Commission on the Review of the
Federal Impact Aid:Program, Washington, D.C. 7-10 (Ma!?,, 28, 1980).

83/ Dr. Thomas K. Minter, Assistant Secretary for Elementary and Second,
ary Education, Department of Education.

84/ If this statement is intended to mean that the recommendations of
the Battelle Study support the Department's position, it is a
misrepiesentatiOg of those recommendations. The Battelle Study did
find that some local educational agencies had Impact Aid entitle-
ments which, if funded fully, may result in overcompensation for the
Federal burden. This finding of overcompensation was made specifi-
cally with respect to some local educational agencies using the
*comparable districts method of computing local contribution rate
and not a general findim of overcompensation.

4
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[Education Department statement, continued]

Second and related to the above, payments' are mad under
Impact Aid'to children who are not .associated with a s stan-
tial burden that is federally- impost d upon a distLizt. Some

payments--$97 million In 1980--are made despite the fact
that they are tm Children whose parents live on property
which is subject to regular property taxes and whose income
is subject to State 'and local taxation.

Other payments are made for public housing children despite
the fact that public how:sing is -locally rather than fed-
erally-owned and the Federal Government provides substan-
tial aid to the communities through housing subWies, debt,

ts service guarantees and-in-lieu of taxes payments. /

Third, methods used td calculate entitleffient based on local
` contribution rates have been criticized as imprecise, result -A"
ing in considerable windfall payments because they rely-on
criteria that may [hot] reflect the impact of Federal activi-
ties. 'The comparable district.method'provides a poor approx-
imation of what local education costs would'have been in the
absence of Federal impact-. In effect, districts are able to

ire their Impact Aid payments,by
For'

the most
favorab districts for comparison. For example, the HEW
study. found.that in 1976 the local contribu "ion rate in
districts using the comparable district, method averaged 42
percent higher than it would have been had the most favorable
minimum -rate been used. Our budgetary' and legislative pro-
posals over the last three and one-half years have attempted
to address these and other problems identified in the studies
which have been conducted.

However, no study has been able to idettify the precise,
net impact of Federal installations on the community. We
do know that Federal installations are actively pought by
communities and we assume that they act in their own economic
self-interests.

Based on available inforACion and in the absence of any data
to the contrary, the Administration continues to conclude
that entitlements under the existing law far oveEstate the
actual burden imposed by the Federal Government. Moreover,
it is important to realize that compensation for Federal
burden is the central reason for the existence of the Impact

85/ For an examination of these payments and the-legal status of public7
-housing, see pages 275 to 285 and .Appendix L of this report.

1
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(Education Department statementI'continuedl

Aid Program. Its purpose is hot, as some liovd argue, to
'provide a general,program'of aid to education.--f

"k
87/On the question of priorities, the following exchange occurred:--

DEt MINTER: ....As we administer those progiIms, again enacted
by the Congress,, of regulations that have been overseen by

'tthe Congress for identifying those children and est4blished
eligibility, and then...we monitor the programs and make sure
that the programs are of quality and are focused on the
children forwhoi thpy were intended. In other words, they
want to- carry out the intent'of the Congress. It does cause
.for-a larger staff, which is one of_the questions that we
responded to earlier, and'it--and then we get the differences
in programs and program priorities. Impact Aid is not a
sharply focused-program.

. Impact Aid, as we know, flews to _school districts on ,the
,,basis of a general entitlement. It does not establish a need
criteria for-individual students, It is on that basis that I
have articulated the positionthat our priorities are set,on
advano supplementary funds and,services for those students
who re most' in need, and Impapt Aid does not fall in the
up most of that category.-

88MR. TAD:/ I appreciate the detail....I have been very
curious why teat carry-over philosophy went from Adminis-
tiation to Administration....I have not fdund anyone who is

86/ Testimony presented by John Lynch, Assistant,1Director, -Office of
Economic Adjustment, Department of Defense, disputes this assump-
tion. The Office of Economic Adjustment works with communities in
helping overcome dislocation caused by closuke of military installa-
tions, Lynch laid before the Commission evidence-which tended to
show that civilian "reuse' of military installations after their
closure resulted in greater employment with a more diversified'
economy-than had been the case wheh tho'se installations were used as
military facilities. (Transcript of Hearing before the Commission
on the Review of the Federal Impact Aid Program, Washington, D.C.
100-136 (May 28, 1980).]

87/ Transcript of Hearing before the Commission on the Review of the
Federal Impact Aid Program, Washington; D.C. 32-35/39-40 (May 28,
1980).

sy Mr. Edward C: Bolstad, Commissioner, Commission din the Review of the
Federal Impact Aid Program.

4tSr



' -118-

(Education Department-statement, continued] ;

living highon an Impact Aid [payment] and I have not found a
'school district--at least those that have brought testimoni,
to us--that they are going to be able to handle this cutback
as easily as I get the'feeling you might think it is.

DR. MINTER: I don't think, Sir; that our- position is taken-
lightly; that we have come to this position lightly.' 'We are
forced in the .position, again,' (due, to] the allocation of
scarce resources and--

,

MR. BOLSTAD: Let me interrupt. I know that, and again; it is
difficult for all of us because you are the fiist ones who
have testified before thiS.bodythat.have given us the other
side.... We hear only the advocatesi : I wish We could hear
somebody telling us why-this has to be done. So for that, I
appreciate what it is you are -saying. However, you say you
have to allocate scarce resources and yet you have just 'told
me that the poycy of several administrations has been to
look at priori es because Impact Aid is not categorical aid
and it was not a high priority. I don't think me 'can,place
all of the blame on the current Congress or on the current
President's idea of limiting resources, beqause the philoqor
phy of where Impact Aid is in your priorities has come
through-several administrations. It is'a cart and horse kind
of thing. Does'the philosophy come first or does the cut-
back come first?

DR: MINTER: The attempt to cut back on this type of total
expenditures, I think if we trace the Federal Government's
involvement in education, that...the Federal Government has
always been very c utious in taking a massive role in educa-
tion, because it isn't well-defined or not defined in the
Consti tion as a State and local responsibility. We have
always t ge those monkes to certain priorities that were
considered national priorities and priorities that would
benefit categories of citizens or would establish programs
that would be in the national interest. As we moved into
(the Elementary and Secondary Education Act) of 1965, we
moved into-the largest and most massive program of Federal
aid to elementary and secondav education inkthe history of
the Nation.***

I think. it is significant that, Title I of that Act--the very
first title-7-is focutied'on the education of disadvantaged and
is to provide equal educational opportunities for those



,

[Education D\partment,statement, continued]-

-019-

---
.--

citizens who'are most disadvantaged. I don't mean to imply
that ytim.go right dowc to Article X and then you find that is
the least priority. 11 don't mean that and I don't want you

a Government's involvement--in educa-

to interpret it that way, but -the basic function of our
involvement--the.Feder
.tion, I believe, and-IAthink I am-representing%the DepartT.
ment's position and,the Pbsition of previous Administrations,
that it is mainly to provide categorical aid and topidentify
'those students who are mot needy,and. then to allot funds

to iand eliminate e dscrepancy between various of our citizens.
*** .

.f..a

:

89/
MR. DAVIS: As was pointed out through several administra-
tions., Impact Aid has alwayp been a target for reductionsi
and with the number of scho4 districts that will no longer
be receiving Impact Aid, if cutsgo through, even the
super impact distelct--many tV.mes these districts have large
numbers of Indian children. Although they are not- going to
be'affected- as these particul4r districts will be this year
ar the .next year, there is,a Ilittle bit oftcbn&arn-that as
shifts are being made, they:141.4 in some way fall through the
cracks.

This Is being viewed as a majoristeptowards not only reduc-.-
tion of Impact Ald,moniesi but 'perhaps maybe elimination of
the total program AS a whole. ;And that as you look three,
four, Tive ten years doVn the': road, those districts that
have a great number of Indian children need Impact Aid for
their existence and there is a aot of concern there Any
comments on that?

DR. MINTER: Yes. In the matter of the total eliminat4on of
Impact Aid, I think that ,is, a policy question that I am not
prepared to respond to.'at this time, but I Can say in terms
of support for Indian chflaren thatiand I think I should say
in, terms of the reduction, the relationship between the
reduction of Impact Ai4 and other areas of the budget--that
very often trade-Toffs are made within-ttWbudgets, and that
if Xid- is reduced, t hope that that money will- be
moved- to another ,section of the 'budget where it is still
targetdd on children who are in need. So< that'would not

Iimply that ndian children would not continue to be served,
but maybe through some other mechanism,

a
22/ Mr. Aneelm G. Davis,,Jr., domMissioner, Commission on. the Review of

the Federal Impact Aid Program.

a
a
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The statements of the Department may be summarized as follows: (a) that
the Impact Aid Program overpays local educational agencies{ in that
entitlements are gredter than the financial burden placed updn them by
-Federal activities, #(b) that in most instances the economic benefits of
Federal activities to localities compensate for the burden placed uRon
them by those activities, (c) that if those benefits are not available
to local educational agencies, it is the result of ineffective State and
local educational financing systems, (d) that the Government mutt take
budgetary,constraints into consider ionand set priorities among
education programs on the basis of thos straints, and (e) that other
education programs have ,a higher priori 'with the Education Department
than that given to Impact Aid.

No other witnesses before the Commission in public hearings gave any
evidence that the Impact Aid Program should be discontinued or reduced.
Almost all witnesses contended that the program ought to be continued in
its present form with appropriation levels equal to the amounts neces-
sary to fund entitlements fully. Many witnesses favored and presented
evidence to support propositions which would# if adopted, expand .the

The hearing record left the Commission in a quandary. There was little,
if-1My, evidence-to support reductions in the pro4tam and nono_ to sup-
port discontinuation. The evidence offered by the Education tephrtment
was further weakened because--

(1) the policies of the States with respect to their. methods Eor
financing the operatipn of public schools are not under the mandate
of this Commission and the Commission had, on April 22, adopted a
policy finding that the Federal Government should be neutral with
respect to the laws of the States and would not make recommendations
on the basis of how the States should change their laws;

(2) the Commission had on April 22 adopted a policy finding that
budgetary considerations are irrelevant to an assessment of the burden
of Federal activities on the financing of local educational agendiee;

(3) priorities among_ education programs Cannot be,assessed without a
study of all education programs, which study is beyOnd the mandate
given this Commission by the Congress; and

(4) the Department was made aware of these limitationS prior to its
second appearance before the Commission.

The Commission Was left with the first two statements of the Department
as relevant evidence, In support of those two statements n4 substantive
evidence was offered--only a general statement of belief and assumptions.
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The only other evidence.found by the Commission which could be used as a
policy reason for substantially reducing the Impact Aid Program was a
section of a report entitled "Impact Aid Two Years Later: An Wessment
of the Program as Modified by the 1974 Education Amendments."--fOn page
42 thereof begins a section entitled "Are Impact Aid Funds Equitably
Distributed in Terms of District'Needs and Federal Impact.*

The Impact Aid Program is not a categorical program desi ned to assist

P
in meeting specific educational needs of individual stud I nts, as is the
case with almost all other Federal education programs, and, therefore,
doei not lend itself to evaluation on the basis-'of "need.* The basib
rationale for the program permits the use of only one criterion to
determine need: the measurement of fiscal burden.

Since the source of and the interpretation of data used in thatAsection
of that report is unclear, pages 42-52 of that report are reproduced and
included as Appendix M, without further analysis.

With this as the only evidence in favor of reduction of the Impact Aid
Program, it became necessary to review circumstances which have changed
since 1950. Federal immunity from State taxation was reviewed for re-
finements in the law in the last three decades--thit being necessitated
because the concept of Federal burden arises from that immunity; changes
in school fthance in the States wete reviewed in order to determine the
extent to which the patterns in school_finance upon whiqh Impact Aid-was
based remain; and the assumption that there are fiscal benefits to local
educational agencies arising from Federal activities was studied.

D. INTERGOVERNMENT TAX IMMUNITIES: IMMUNITY FROM TAXATION VERSUS
NECESSARY REVENUES UNDER A FEDERAL SYSTEM OF GOVERNMENT

4
Since the Impact Aid Program is designed to compensate local educational
agencies, in part, for the burden caused by loss (e-tAU revenues result-
ing from Federal immunity from State taxation, it -is necessary to
examine the nature of that immunity and where its limits lie.

Federal immunity from State taxation has its origins in the recognition
-that, under a federal, system of government, the States ought not have
the authority to tax the property of the Federal Government. The
Articles of Confederation, adopted by the original thirteen States in
1777-r expressly exempted property of the United States from State
taxation. Section 1 of Article IV thereof was intended "better to,

secure and perpetuate mutual friendship and intercourse among the people
of the different States." It set out the terms of the privileges and
immunities of the citizens of the States and guaranteed the right to
travel and freedom from inequitable restrictions on trade and commerce.
The second proviso on that section stated that "no imposition, duties,
or restrictions shall be laid by any State, oh the property of the
United States, or.either of them."

90/ Lawrence L. Brown, III, Alan. L. Ginsburg & Martha Jacobs, Impact Aid
. Two Years Later, An Assessment of the Program as Modified by the

1974 Education Amendments 42-52 (1978).
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Thisprohibition was not expressly carried over td the Constitution and
the question of Federal immunity from State taxation was not squately
addressed in a-holding of the Supreme Court until 1819, when the Court
came down with an opinion in M'Culloch v. Martland, 17 U.S. (4 Wheat.)
316 (1819), with Chief Justice John Marshall speaking for the Court
That case did not deal directly with whether a State could tax Federa,
property, but rather it dealt with State taxation of the operations of a
Federal instrumentality--a national bank:

The Rile in M' och. After determining that the authority to charter
a national bank was within the implied power of the Congress, the Court
addressed the question of whether the State of,Maryland could, without,
violating the Constitution;- tax the Baltimore branch of the national
bank. Acknowledging that the power of taxation is one of vital_impor-
tance,'that it was retained by the States, and that it is concurrently
exercised by the State$ and the United States, the Court found that the
"paramount character" of the Constitution is such that it can withdraw
any subject from taxation--nottng that the Constitution expressly does
so in that it prohibits the States from laying duties on imports or
exports. M'Culloch, supra, at 432.

Reasoning that if the Constitution could restrain a State from exercis-
ing its taxing power on imports and exports, %tie Court stated that the
same paramount character would seem to restrai410. State from such other
exercise of the power to tax as the nature of the .tax is incompatible
with, and repugnant to, the constitutional laws of the United States and
that a law\Jlehsolutely repugnant to another, asentirely repeals that
other as if express terms of repeal were used." Id.-433.

=--

Under the principle that the Constitution "and the laws made in pursu-
ance thereof are supreme," the laws of _the United States control thp
constitutions and the laws of the States and the laws of the United
States cannot be controlled by the States. /Prom this principle can be,
deduced the following corollaries:

1) that the power to create implies the power to preserve;

2) that a power to destroy, if wielded by a different hand, is hobtile
to, and incompatible with, the powers to create and preserve; and

3) that where this repugnancy exists, the supreme authority must
control. Id

In response to the contention that the States_may exercise their powers
on a dieation of the Congress, the Court considered the nature and
extent of the right of taxation which, under the Constitution, remained
with the States and admitted that the power of taxing the people and
their property is essential to "the very existence of government," "`and
may, be exercised "to the utmost extent to which the government may
choose to carry it," that the security against the abuse of that power
lies' in the structure of government, in that legislatureaimpose taxes
on their'constituents. Id. 434.
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The United States has no such.security with respect to a State legisla-
ture. The United States represents the people of all the States, not
just hose of the State impdsing the tax in question, so that, when that
tax fs imposed, it acts upon a constituency, broader than that represent-
ed by that State's_legislature. . The -people of a single State may not
confer upon the legislature of that' State the power to tax the means
which the United States employd'In-its Government. Id. 435.

Were this not the case, the States could tax all means employed by the
Government which, since the power to' tax involves,the pow'r to destroy
and the power 'to destroy may defeat and' render useless the power to
Create, could defeat all ends of the Government and, contrary to the in-
tention of the people in designing the Government, make' their Government
dependent on the States. Id. 436. If the right of the States 'to tax
the meanEll'employed by the Government "be conceded, the declaration that
the Constitution and the laws made in pursuance thereof, shall be the
supreme law of the nnd, is empty and unmeaning declaration." Id. 437.

On this line of reasoning, the Court held; as .the unavoidable conse-
quence of the supremacy declaration, that "the States have no power, by
taxation or otherwise to retard, impede, burden, or in any manner con-
trol, the operations of the constitutional laws enacted by, the Congress
to carry into execution the powers vested in the general government,"
sand the Court declared that the Maryland tax, hva.tax on the operations
of the bank, was a tax on the opeiation of an insttument employed by the
United States to carry its powers into execution and,, therefore, uncon-
stitutional. Id. 439,.

In so holding, the Court noted that the_ opinion did not deprive the
States of any- resources which they originally possessed. It did not
extend to a tax paid by the real property of the bank, in common with
other real property within the State, nor to a tax imposed on the
interest which the citizens of Maryland may hold-in the bank, in common
with other property of 'the same description throughout the State. Id:

Extension of the' M'Culloch Rule. By 1829, the Supreme Court had found
that oWgations of the United States were protected from State taxa-
tionse--/This ddctrine was later extended until

92
all property owned by

the United States was immune from State taxation. /

Even though g'Culloch.did not hold tillat State immunity from Federal
tax Won was a corollary with Federal immunity, reciprocity was extend-
ed.--(Reasoning that self-Treservation of a government requires that
its activities be exempt from taxation by another government, the Court
concluded that State sovereignty requires that State activitie be
immune from Federal taxation. However, dates' immunity has been

91/ Weston v. Charleston, 27 U.S. (2 Pet.) 449 (18291.
'92/ Clallam Co. v. United States, 263 U.S. .341- (1923).
93/ Collector v. Day, 78 U.S. (11 Wall.) 113 (1871).
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limited to their governmentalsactivitiesvit does not Immunize proprie-.

tary activities of the States from Federal taxation if those activities
are otfierwisesubject to taxation or regulation by the Congress.7-I,

On the other hand, the Federal immunity does extend to proprietary
activities of the Federal Government. See United States v. Tax Commis-
sion of Mississippi, 412 U.S. 363 (1973)1 421 U.S. 599 (1975).

After the decision in Weston v. Charleston, the Court applied the prin-
ciple of Federal immunity from State taxation to all Federal property,
salaries of FWral officeis, and agents,of the. United States (including
contractors).-- nIn the case of contractors, no tax.could be laid on
their franchises or operations, but their local proptAtf could be taxed
if the State tax did not (Wcriminate against'the contractor, as an
agent of the United States. /The Court appears to have set aside any
State tax on contractors which burdened the Federal Government or which
could impede the operations of the Government. This precluded taxation
of legal tender notes of the United States, income from Federal securi-
ties, incolie. from tax-exempt bonds, and gross receipts on Government
contractors.-- .

This expansion of Federal immunity, together with anAncrease in Federal
activity, had the effebt of depriving the States of necessary revenues.
kr: two cases, the Sqprethe Court begin to place limits on Federal immuni-.
tr from State taxation which appeared to reverse' the-earlier trend:
James v. Dravo Contracting Co., 302 U.S. 't35 (1937), which peimitted
West Virginia to apply anon- discriminatory tax on the gross receipts of
a codirector under a Government contract, and-Graves v. New York ex rel. v
O'Keefe, 306 U.S. 466 (1939), Which held tfiata State could tax t
income of an employee of a Federal agency. In both cases the Cou..,
indicatecy_that.Federal immunity could undulyrestrictthe taxing power
of the States. In Graves, supra,-at 492, -'the opinion stated ;,that
permitting immunity In that case *would impost to an inadmissible extent

, restriction on the taxing power which the Constitution.has.reserved to
the (S)tate governments." . In James,supra, at 150, the Court stated
that the #pplication of the principle'of Federal immunity "has required

94/ New "Ark v. United States,. 326 U.S. 572 (1946)v.South Carolina v.
United States, 199',U.S. 437 (1905).

95/ McGoon v. Scales, 76 U.S. (9 Wall.) 23 (1869); Dobbins v. Commis-
sioners, 41 U.S. (16 Pet.) 435 J1842); Clallam Co. v. United States?
263 U.S. 341 (1923); New Brunswick v. United States, ,276 U.S. 547
'(1928); Smith v. Kansas City Title Co., 255- U.S.' i81 2t (1921).

96/ Owensboro National Bank v. Owensboro, 173 U.S. 664 0899); Indian.
Territory Oil Co. v. Board, 288 U.S. 325 (1933).

97/ Bank v. Supervisors, 74 U.S. (7 Wall.) 26 (1869); Northwestern
Mutual L. Ins. Co. v. Wisconsin, 275 U.S. 136 11927); Millertv.
Milwaukee, 272 U.S. 713 (1927); Federal Land Bank v. Crosland, 261
U.S. 374 (1923); Telegraph Co. v. Texas, 105 U.S. (15 Otto.) 406
(1881).
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.the observing of close distinctions in order'to maintain tfre essential
freedom'of gthernment in performing its functions, without unduly
limiting the taxing power which is equally essential to both Nation and
State under our dual system."

In 1958; the Supreme Court permitted local,go/vernments in Michigan to
votax'private businOsses on Federal property: Most recently, the Court

upheld a tax on the pAssessory .interests of employees of the= Federal
Government gin. housing on Federal property, supplied by the Federal/Government: :

On the basis of these cases the doctrine of Federal immunity.froih State
taxation would appear to permit State taxation of private interestsin
Federal property so long as the tax does not fall upon Ape Federal
Government itself, the tax does not unduly burden the Federal Goveirnment
or impede its functions, and the tax is non-discriminatory.

bserved by the Court in these cases do'not apply with respect to

elusive Jurisdiction of the United States. The *clear distia4ions*
.

territory which- lies within the exclusive jurisdiction of. the United
States, where the laws of the States have no force:. Clause 17 of
section 8'of Article I of the Constitution provides that Congress shall
have the power-to_ ,Nexercise exclusive legislation in all cases whatso--
...ever',' over such District 'Anot exceeding ten miles square) as may, by

..: .cession of particular States, and the, acceptance of Congress, and to
"T "7 - exercise like authority over all places purchased by the consent.of the

. ,

';-
,..

- legisratureof the State in which the same shall be, for the erection of
forts', magazines, arsenals, dock-yards, and other needful buildings'.*

It would s'ebmfo'-have been the opinion of theframers of the Constitu-
. tion that, Oithout. ihe consent of the States, the Federal Government

-could not acquire land within themamd'that dupg consent should carry
with it political dominion and legislative authority over the land in
question. Purchase with such consent was the only mode then thbught for
the, acquisition of lands within the State< After the adoption of the
Constitution, that view did not prevail; and'State consent has not al-
ways been obtained upon Federal acquisition of property. Where, land is
acquired without consent, the possession of the United States'is simply
that of an ordinary proprietor, and property so acquired, unless used as
a means to carry out the purposes of the Federal Government, is subject
to the legislatiVeauthority'(other than that of ationl'of the States
equally with the property of privatelindividuals.---1

The States have both general and specific statutes consentingto Federal
jurisdiction over lands acquired. within- them, which range fro&a"oonsen,

98/_. United Statev-v: Detroit, 355 D.S. 466 (1958); United States 1.
City of Muskegon, 355 U.S. 484', 488 (1958); City of Detroit v.
Murray Corporation, 355 U.S. 489 (1958) [hereinafter .cited as The
Michigan Cases].

99/ United States v. County' of. Fresno, 429' U.$.J452 (1977).

100/ Fort Leavenworth Railroad CO. v. Lowe, 114 -U.S. 525, 530 -(1885). _

a

1
1
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to Federal jurisdiction over all property acquired Within the State to
consent to such jurisdiction so long as the property is used for-the
purpose acquired, to reserved concurrent jurisdiction, and to specific
consent with respect to specific acquisitions.

. "

Must Sle Federal Government accd7pt jurisdiction when the States consent?
-.Early Supreme Court' decisionspresumed acceptance when consent was
offered, unless there was evidence of a Federal dissent .to.the State
action. This presumption was based on the assumption that the passage
of jurisdiction from the State to itpf,Federal Government conferred a
benefit on the Federal Goveinment.---(As early as 1841,--the Congress
was legislating rules' concerning acquiAition oft; -hand and jurisdiction
oller land acquilropp- Acquisition authority was expressly limited without
State consent. 'However, in 1937, the Court held that the Federal
Government is not compelled to accept political jurisdiction, 45n
consent is offered, contrary to Its own conception of its interests:'
In additiOn, the Federal Government has the right to acquire property,
without the coinnt of the States, by the excise of the power
eminent domain.---

In 1940, section 355 of the Revised Statutes (containing the statutory
authority for 40 U.S.C. 255) was amended by deleting the requirement
that StSte consent be had for the-acqUisitiod of land. by the .Federal
Government and by adding a new paragraph'Providing that unless there was
explicit acceptance by the Federal Government, "it shall

10 /
+conclusively

'presumed that no such jurisdiction. has been accepted. . section

101/ Id. 528.

.1-142/ 5 Stat. 468, now classified to 40 U.S.C. 255 (1976).
10.3Z Silas Mason Co. v. Tax Commission of-Washington, 302 U.S. 186, 2b7

(1937).

104% James v. Dravo Contracting Co., 302 U.S. 134, 141 (1937); Fort
Leavenworth Railroad Co. v. Lowe, 114 U.S. 525,`531 (1884).

105/ Notwithstanding any other provision .of law, the obtaining of
exclusive jurisdiction in the United States over ilands or interests
therein which have been or shall hereafter be aCqUired by it t-shall
not be required; but the head or ,other authorized officer of any
department or independent establishment or agency of the Government
may, in such cases and at such,- tries as -he may .deem
,accept or secure from the State in which any lands or interests
therein under his immediate jurisdiction, custody, or- control: are
situated, consent to or cession of such jurisdiction, exclusive or--
partial, not theretofore Obtained, over any such lands 6r interesta_
as he may deem desirable and indicate acceptance of such jurisdic-
tion on behalf of the United States by filing a notice of slich_
acceptance with the Governor of such State or in such other manner
as may be prescribed by the laws of the State where .auchA.ands,are
situated. Unless and until the United States has accepted juris-
diction over lands hereafter to be acquired,ad aforesaid, it_shall
be ,conclusively presumed that no such jurisdiction has been accept-
ed. -(0 U.S.C. 255 (1976).)
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was intended td give broad discretion to the various I% grycies in order .

that they aght obtain only the necedgary jurisdictions. -r-

,When the 'Federal Government has acquired exclusive jurisdiction over
terra 85 it has all of the powers of the national and a_State govern-
.ment.---(Private.personal property located within such a jurisdicM9
cannot be taxed by the Stste,in which such jurisdiction is locatedeTg,

Exclusive jurisdiction OAAVuStatelaws on liability for'negligence, 'il/
and State criminal laws. -- `

Respontibility for governance in territories over which the 41:1nited
Statei has accepted exclusive jurisdictiRnipasses with such acceptance._
With respect to education, the Fede5a1 Government has accepted its
responsibility for governance in some cases of exclusive jurisdiction by
establishing AAA 'operating schools for children residing within that
jurisdiction. --- In these cases, removal.from,State taxation has been
accompanied, by an assumption of Federal r---esponsibility far goveodtre,,,
Were all cases where the Federal Government exempts property from State
taxatio also cases in which the Federal Government assumes jurisdiction
and responsibility, the conflict between tax immunity and the, need for
revenues for governance would:not exist. That has not been Ihe case.
ThP United States has extended tax immunity without acCeptirig jurisdic-
tion,-so that_the responsibility for governance has been severed 'from
the abilityato raise the revenues necessary therefor.

Federal JUsisdiction Other Than Exclusive. The States may qualify thete
consent to Federal acquisition of-property, and the FederarGovernment

andmay not accept the offer,;
the

State consent.---When State consent is
inconsiMpt with exclusive jurisdiction, concurrent jurisdiction
resulti.---"Wberi there is no o-State consent, no jurisdiction passes to
the United States and the United States holds the property in much the
same manner as a private proprietor, except that'tliooperty owned by
the United States is not subject to State taxation---(TKe Congress has
created

5/
Yederal instrumentalitiet and permitted limited State taxa-

tion. --.. In .such cases, the Operations of those instrumentalities are

106/ Adams v. pnited States, 31 .S. 312 (1943).
107/ Pacific Coast Dairy, Inc. v. Dept'. of Agriculture, 318 U S. 285

(1943).
-

122/ Surplus Trading Co. v. Cook, Sheriff, 281 U.S. '647,' 649 (19301.
..4401011"1-1- 109/ Arlington Hotel Co. v. Pant, 278 U.S. 439, 449-(1929).'

110/ Benson v. United States, 146 U.S. 325, 331 (1892).
111/ See Act of September .30, 1,950,. Pub. L. No. 874, 81st Cong., 2d

Sess., 56, 20 U.S.C.A. 5241 (1974 & ,SUpp. 1978) (original version
at ch. 1124,, 64 Stat.'1107 (1950)).

112/ "James v. Dravo Contracting Co.i 302 U.S. 134 (1937); Silts'Mason
Co. v.,Tax Commission of Washington, 302 U.S. 186 (1937).

113/' 77 Am. Jur. 2d Tiniied'States 584 (1975).
114/ 71 Am. Jur. 2d State and Local Taxation 65221-234 (1973).
115/ 71 Am. Jur. 2d State and Local Taxation 55140-243 (1973).

.;
1
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tax-exempt, while the property of.the instrumentality may be subjec.0
State taxation, dependent upon the terms of the Federal statute.

.

State consent to Federal jurisdiction
4
varies. Some consent to jurisdic-

tion, reserving only the right to service of process for crimes commit-
ted outside Federal jurisdiction, while others have res7ird the right
to tax specific items, such as railroads and bridges. Some States
have standing statutes consenting to Federal jurisdiction wherever or
whenever the United States acquires prOperty within their territorial
boundaries; a others give specific consent with respect to specific

This,has resulted in a patchwork pattern of exclusively Federal, concur-
rently State and Federal, and wholely State political jurisdiction over
Federal prOperty, so that the authority of the State to tax activities
on Federal property must be determined on a case7hyroase_basis.__This_____
determination bust-take into consideration themeans by which the
property;was acquired, the terms of State consent, if any, and whether
there has been an .acceptance by the United States.

An unanswered question is to, what extent does poll ice], obligation with
respect to the residents on Federal property pass with political juris-
diction-when it is less than exclusive? Do residents in such instances
have the rights as citizens of the States wherein they-reside when
jurisdiction has passed to the United States? With respect to Indian
fends, residents have their full rights as citizens of the States
because Federal iaw creates' those Eights, even though the jurisdibtion
over` those lands is a3most exclusively' Federal. Yet, this does not
appear to be the'rule in other cases.

I
Indian Lands. Different:from territory under exclUsive Ourisdiction
under clause 17 of section 8 of Article I of the:Conetikation and from
property exempt from State taxation under the Supremacy Clause is the
'case of real property held in trust by the United States for individual
Indians or Indian tribes or real property held by individual Indians or
Indian tribes which is, subject to restrictions on alienatidh ilpposed by

;the United States. The immunity Of the= lands and of- fqdians on
reservatfiqvAnde appears ,to stem frob heir having been distinct
political `Communities, with' territorial boundaries, within which the
authority of the Indiansis exclusive, which auttioritl-is guaranteed by
the United States; The United States' authority to make and enforce
that guarantee is derived from ihe,treatymaking power; of the Vresident
under' clause 2 of section 2 of,Article-II ef the Constitutionp froM the
poWet of the Congress ko regulate commerce,with the Indian tribes and,
in some cases, from the,Supremacy Clause, to the_extent-that Indian

HAW 'Id,
.. - 4(

M'Cullocti v. Maryland,,_ 17 U.S. (4 Wheat.) 316 (1819 .

117/ Fort-LeavenwOrth Railroad Co. v. Lowe, 114 U.S 25, 530 (1884).
118/'Id. - 11 -,

-.).

0
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reservations are instrumentalities of the United States.
119/

The commerce and treatydaking authorities, with respect to Indian
tribes, vested in.the Federal Government by the Constitution imply a
-sovereignty, on the part of those tribes, equivalent to that of foreign
nations, and, as such, the States may not interfere with rights created
by treaties betWeen tAe United Ipes and those tribes, and so may not
tax the members of those bribes.---(So long as there is a tribal organi-
zation recognizeeby the Federal Government, the Indians are a people
distinct from others, capable of making treaties, separated from the
jurisdiction of the States, governed exclusively by the Federal Govern-
ment. The Federal Government has had i policy of21permitting the Indians
to govern themselves without State interference. /

Even though, the Indian sovereignty doctrine has been eroded considerab--
1Y.r_it_waS, in force_lor_the period of_time_whea_treaties.were.dade and

_A many statutes affecting the rights of Indians were enacted. IL. 172.
It is in the terms of those treaties and statutes that the present
Indian immunity from State taxation is described or implied.

There is no uniformity among the treaties of Indian tribes regarding
their immunity from State' taxation; nor is there uniformity in the
statutes admittirig the States regarding the status of Indian tribes
within the territorial limits of the States. However, the treaties, in
general, obligate the United States to the protection of the rights of
Indigos, including their tribal existence, and retain sole jurisdiction
in the United States for goyernmental dealings with the Indians so long
as the tribes exist. Theganic acts of the States recognize this
jdrisdiction, so that the States do not have the jurisdiction to tax
Indian.lands. Indian immunity from'State taxation goes beyond the lands

. Geor ia, 31 U.S((5 Pet.) 515 (18311 United States v.
18. U.S. 375 (1886); United States v.,. Ri kert,'188 U.S. 432

1-19/ Worce

E29211a,
(1903).

The Cour
section 2
the jud

ii arising

autho
Since
made

OP

reached the treatymaking power authority by interpreting
of Article III of the Constitution which provides that
al power shall extend to all cases, in law and equity.

nder "treaties 'made, or whith 'shall be made, under" the
y of the Constitution or the laws of the United_ States.

treaties-had, prior to the adoption of the Constitution, been
ith Indian tribes, this has been construed as authorizing

the President to make treaties with Indian tribes thereafter..
Worcester, supra, at 558; Holden v. Jo , 84 U.S. (17 -Wall.) 211

The122/
Indians; f/21=7; ;1.1.:Jcs:161 (5(186t)
Tax Commission, 411 U.S. 164 (1973).

121/ The Kansas Indians, supoenote 120, at
120, tat 170.

(t872)..

737 ,(1866.1; 'The New York
McClanahan v. Arizona State

755; McClanahan, supra note
4
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and inFWes immunity f!om sales, and income taxes on. Indians on Indian
lands.---

The absence of State political- jurisdiction with respect to. Indian
tribes, together with the Federal.law-making members Of those tribes'
citizens of the States, creates a situation in which the States have
political obligations to citizens over whom they have limited political

''jurisdiction. These citizens are guqranteed equal protection of the
laws of the States _(including their laws providing for free .public
(education), yet they have guarantees with respect to education under the
treaties between the United States and Indian tribes.

ir

Summary of Immunities. No general rule on Federal immunities from State
and local taxation can be stated. Immunity is determined by political
jurisdiction over the prope4M in question. Setting aside the question
of jurisdiction, the States may not tax Federal property or its instru-
mentalities, States may not tax agents- (or contractors of the United
States if the tax creates an undue burden on the Federal Government or
impedes its operations, nor'may the States tax in such'a manner that
discriminates against those agents or employees. Beyond thesegimits,
the immunity of the United States, under the Supremacy Clause doctrine,
is yet to be defined. The present test for determining whether the
Federal Government may be taxed by a State, appears to"be defined by the
"rule of legal incidence": State taxation that falls directly upon (is
legally incident upon) Federal instrumentalities is forbidden. ,Taxes
that economically burden government operations but whose legal incidence
is on those selling goods and services to the government are generally
permitted, provided they2519 not discriminate against or severely burden
the Federal Government.---(A tax upon a Federal contractor may be valid
or a tax upon the possessory interest of employees of the Fedlul
Government residing in housing on Federal property may be

This discussion of Federal immunity under the Supremacy Clause of the
Constitution is not intended to be comprehensive.- It has not included
the entire scope of tax exemption by reason of Federal statutes.
Federal statutory law has permitted some forms of taxation with respect
to federally-chartered institutions--such as naticInal banks--and has
prohibited local taxation of non-Federal instrumentalities such as
federally-subsidized lociis)housing authorities, :which are discussed
elsewhere in this repbrt.---1

122/ McClanahan v. Arizona State Tax Commission, 411 164 (1973);
Mescalero Apache Tribe v. Jones, 411, U.S. 145 (1973).

123/ Boeing, Aircraft Co. v. Reconstructidn Finance Corp" 171 P.2d 838
(1946).

124/ United States v. County of Fresno, 429 U.S. 452 (1977).
125/ See R.D. Ebel & J.E. Towles, Advisory Commission on Intergovern-

mental Relations, Federal Payments In-Lieu df.Lccal Property Tax
Payments_ (1980) for a more nearly complete discussion of Federal,
immunity and its effects.
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Since Federal immunity is only the beginning point of a study of Impact
Aid and not entirely within the scope of'that study, this limited review
of some' of the major features of immunity is sufficient to lay the
groundwork for iaralasideration of some' of the implications of that
doctrine.

Limitations on Immunity. As early as the opinion by Marshall in
M'Culloch, concerns were expressed that .Federal immunity from State
taxation may

12o
aive to the Federal Government an inordinant power against-

the _States.--/Marshall set aside that argument stating that the Court
was simply declaring "a tax on the. operations" of the bank unconstitu-
tional and adding that the decision:

does not deprive the States,of any resources which they
originally possessed. It does not extend to a tax paid by
the real property of the bank, in common with the other
real property within the State, nor to a tax imposed on the
interest which the citizens of Maryland may hold in this
institution, in common with other, property of the same
description throughout the State. Id. 439.

M'Culloch did not address the question of Federal acquisition of real
property and, by such acquisition, the exemption of such property from
State taxation. The authority to lay a tax on real property is, except
in the case of an apportioned direct Federal tax, within the jurisdic-
tion of the States. When real property is exempted from taxation by
Federal activities or opeiation of Federal law

'127/
the Stites are deprived

of "resources which they originally possessed.

There is evidence that these concerns were a factor when the Court
reversed the trend-in favor of immunity in its decisions-4n James v.
Dravo Contracting Co., 92. cite, and Graves v. New York ex rely O'Keefe,laat. cite, in the late 1930's and the Michigan cases in 1958.--/

126/ M'Culloch, supra, at 439.
7j Federal statutes, including the Acts of Congs admitting the

Stated to the Union, provide that Federal, property within the
States, is to be exempt from taxation. See note 62, supra. In
addition, many State constitutions and laws provide that the
Federal property will be exempt from taxation. It has been rea-
soned that such provisions are merely,declaratory of what the law
is, regardless of the provisions, and they are unnecessary to
establish the exemption of Federal property*from Stata_taxation.
(Boe ing Aircraft Co. v. Reconstruction Finance Corp., 171 P'.2ti 838
(1946).] Federal property is not simply exempt from taxation,
which may imply a grant of exemption, by the State; it is immune
from taxation by reason of the Constitution and the federal system.

128/ TheMichigan Cases, supra note 98:
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Thus far the Supreme Cdurt
12
has

/
treated this concern as one for the Con-

gress, and not the courts.-- However, a recent decision of the Court
may shed light on some new thinking regarding relations between the
States and the Federal Government.

With National League of Cities v. Usery, 426 U.S. 833 (1976), the Court
invalidated the 1974 amendments to the Fair Labor Standards -Act which
required States to pay their employees minimum wage and overtime pay.
The Act had, since enactment in 1938, applied the same requirements to
private employers. The Supreme Court had, in 1941, unanimously upheld
the At as a valid exercise of the Congress' poTwer under the Commerce
Clause in United States v. Darby, 312 U.S. 100 (1941). In 1966, the
Congress amended the definition of employer under the Act to include the
U.S. Government, States, and their political subdivisions with respect
to employees of State hospitals, institutions and schools. The Court
upheld those amendments in Maryland v. Wirtz, 392 U.S. 183 (1968).
There the Court reasoned the amendments were a valid exercise of con-
gressional authority, and-to the extent that the Congress, in the
exercise of its validauthority, interferes with the State tarrying out
its functions, the State interests must yield. The 1966 amendment had
exempted from the Act's coverage any employee in an executive, adminis-
trative or professional capacity, including academic administrative
personnel or teachers in elementary or secondary schools; it covered
only employees of hospitals, schools, and institutions.

The 1974 amendments removed altogether the exemption of States and their
political subdivisions from being considered employers under the Act.
The amendments meant all State and munidlpal employees were to be paid
minimum wage and overtime pay_. National League of Cities -reversed
Wirtz; The Court held that such requirements, though a valid exercise
of the commerce power when applied to private employers, when applied to
States interfered with the States' ability to make fundamental employ-
ment decisions in carrying out traditional governmental functions.
This congressionally imposed displacement of State decisions may

substantially restructure tradition.f.pays in which the local govern-
ments have arrattged tfign affairs. * --1 The Court reasoned the congres-
sional enactments--which may be fully within the grant of. legislative
authority--may nonetheless be invalid if they Offend other provisions of
the Constitution such .arim the Sixth Amendment or the Due Process Clause

r3
of the Fifth Amendment.

1/

If the Fifth and Sixth Amendments can limit the power of the Congress
under the Commerce Clause, can the Tenth Amendment also serve, as a
limitation on thee Commerce Clause? The Tenth Amendment declares a

129/ Federal Lead Bank v. Bismarck Co., 314 U.S. 95 (1941)T Board of
Commissioners v. Seber, 318 U.S# 705 (1943).

130/ National League of Cities v. Usery, 426 U.S. 833, 849 (1976).
131/ See United States v. Jackson, 390 U.S. 570 (1968); Learpv. United

States, 395 U.S. 6 (1989)..
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constitutional policy that the Congress may not exercise power in a
fashion that impairs the integrity of thbpates or their ability to
function effectively in a federal system. //Citing New York v. United
States, as a limitation on Federal authority to tax the States, Lane v.
_Oregon, respecting the constitutionally recognized necessary existence
of the States and their independent authority, and Metcalfe and Eddy v.
Mitchell, 269 U.S. 514 (1926), the Court concluded that the commerce
power, which authorizes the Congress to regulate private business, does
not in the same miii9r permit the exercise of that power directed to the
States as States.---1

There are attributes of sovereignty attaching to every State government
which may'not be impaired by the Congress, not because the Congress may
lack an affirmative grant of legislative authority to reach the matter,
but because

.

the
1
Ripstitution prohibits it from exercising the authority

in that matter.--

After .examining the evidence concerning the financial impact of the Fair
Labor-Standards Act on State and local governments and the reduction in
State and local services as a consequence thereof, the Court noted that
the Adt displaced State policies regarding the manner in which they
could structure the delivery of those governmental services which their
citizens require, with the only disCretion left to the States being
either to fg9mpt to increase their revenues or to reduce the number of
employees. The displacement of State risions could substantially
restructure trfional ways in which local governments have arranged
-their affairs. /This is an impermissible interference with the inte-
gral governmental functions of the-States and their subdivisions, in
that, if the Congress is permitted to withdraw the authority from the
States to make fundamental decisions regarding employment and the per-
formance of their functions, there would be little-left of the States'
separate and independent existence and there would be an impairment
the States' ability to function effectively in a federal system.---J

a

132/ Fry v. United States, 421 U.S. 542, 547 n.7 (1975).
133/ National League of Cities v. Usery, 426 U.S. 833, 843 (1976).
134/ Id. at 845.
135/ Id. at ft46.

136/ Id. at 849.
137/ Id. at 851. Much of the evidence regarding the effect of complying

with the Fair Labor Standards Act dealt with" the costs to State and
- __local governments incurred by ,reason of compliance and the effect

of those costs on State and local governmental functions. It is
worth speculating whether the result would have been the same had
the Federal Government assisted those governments in covering those
costs. Were that the case, the analogy with, Impact Aid could be
extended.



-134-

On this line of reasoning the Court held that this exercise of congres-
sional authority "does not comport with the federal system of govern-
ment*--and that insofar as the challenged statute operates to displace
directly the States'- freedom to structure integral operations, in areas
of traditiOnal governisgtal functions, it is not within the' commerce
power of the Congress.----1

The Court distinguised this holding from that in Fry v. United States,
suprp,,in which Federal regulation of salaries of State employees under
the Economic Stabilization Act of 1970 was upheld by noting that Fedetal
'interference thereunder was less than that under the Fair Labor Stand-
ards Act since the

.59/
interference was only a temporary wage freeze imposed

as an emergency:

With respect to Maryland v. Wirtz, supra, the Court, stating that the
"Congress may not exercise that power [to regulate Commerce] so as to
force directly upon the States its choices as to.how essential decisions
regarding the conduct of integral governmental functions are to be
made,".agreed with the dissent of Mr. Justice Douglas in Wirtz in which
he wrned that the assertion of the power of the Congress, if unchecked,
would allow thesFederal Government

40/
to "devour -the essentials of [S]tate

sovereignty" and overruled Wirtz.-7-

This case is one of the few instances in which the Court has placed a
check upon the commerce power of the Congress. The full implications of
this decision are not yet apparent. The Court has not applied a similar'
check on the Supremacy Clause. The question arises whether the burden
placed on States and their political subdivisions (local educational
agencies) by the Federal Government under the Supremacy Clause sugi-
ciently interferes with the ability of governmental units to carry Tut
integral governmental functions, namely providing public education, to
merit a check upon that authority.

Whether the restriction placed upon the exercise of the Federal commerce
power in National League of Cities can be applied to Federal immunity
from taxation of the State is an open westion. d*In National League of
Cities, the Court dealt with FederaiWpgulation of State activity, not
with immunity from State taxation.---1In his disssenting opinion, Mr.
Justice Brennan disputed the reliance of the opinion of the Court on the
State sovereigfty doctrine, drawing a distinction between Federal
regulation and Federal taxation of s49 ,functions and stating that
"[t]hat reliance is plainly misplaced."---J

118/ Id. at 852.

139/ Id. at 853.

140/ Id. at 55.

141/ Id. at 843, n. 14.
142/ Id. at 863.



J

-135-

In response, Mr. Justice Rehnquist, in a footnote to his opinion for the
Court, stated that the *asserted distinction, however, escapes us.
Surely the [F] ederal power to tax is no less a delegated power than is.
the commerce power.... Nor can characterizing the limitation recognized
upon Federal taxing power as an 'implied immunity' obscure the fact that
this 'immunity' is derived from the sovereignty of the States and the
concomitant barriers which such sovereignty presents to otherwise
plenary [F)ederal authority.'" //

This njindicates a willingness, on the part of at least some of the
justices, to generalize State sovereignty limitations on the power of
the Congress under Article I. Further, it raises the question addressed
by this report: does the same .sovereignty which demands intergovernment-
al tax immunities in a federal system carry with it a limit on the
extent to which those immunities can be carried? Clearly, with respect
to State immunity, there are limitations. See New York v. United
States, supra, and United States v. California, 297 U.S. 175 (1936).

.

National League of Cities only dealt with the Congress' exercise of its
power under the Commerce Clause, and more specifically, only with one
act or exercise of that power- -the Fair Labor Standards Act. The Court
has not carried the reasoning of this case to any other exercise of
congressional authority. The Court has followed National League of
Cities i44/n two other cases dealing with the same Act and application
thereof. -- *The Court has specifically refused to apply the National
League of Cities holdiup

/ to limit the power of the CoAgress under the.01

Fourteenth Amendment. --It has also held the case does not apply when
the Federal Government requires a state to pay attorneys' fees on behalf
of indigents or

1
provide prison libraries as part of prisoners' access to
7161/

Federal courts.-- The case has been folloi4ed by some of appeal
in holding the Fair Labor Standards Act did not apply to wages paid to
prisoners in a State. and the Federal

7/
courta could not interfere with

integral decisions of the State legislaturee---

Applying the National League of Cities to the concept of exemption of
Federal real property from State taxation requires that, exemption be
equated with taxation or reg.ation. Exemption from State taxation is

143/ Id. at 843) n.14.
144/ Indiana v Usery, 42.7 U.S. 909 (1976) (No. 75-404), cert. granted,

judgmeht vacated, and case remanded for further consideration in
light of National League of Cities (426 U.S. 833 (1976)') Brennan v.
`State of-Indiana, 517 F.2d 1179 (7th Cir. 1975).

- New Jersery v. Usery, 427 U.S. 909 (1976) (1,1o. 75-532), cert.
grantid,. judgment vacated, and case remanded for further considera-
tion in light of Natlional League of Cities (426 U.S. 833 (1976))
Dunlop v. State of ew Jersey, 522 F.2d 504 (3rd Cir. 1975).

145/ Monell v. N.Y..City Dept. of Social Services, 436 -U.S. 658 (1978).
146/ Bounds Correction Commissioner, et al. v. Smith, et al., 430 U.S.

817 (1977).

112/ Wentworth v. Solem, 548 F.2d 773 (1977); David v. Akers, 549 F.2d
120 (1977).

a

I
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the result of the. necessity that Federal operations be free from the

21(

burdens of State 'taxation. In order to apply the National League of
Cities doctrine, it would be necessary for e Court to reason that
Federal acquisition.of real property so burd s a State in carrying out
its functions that the Federal Government's exercise of its power to
exempt from taxation violated the Tenth Amendment. It is important to
note that the Federal Government acquires property for various reasons
as an exercise of a number of powers--as an exercise_ of its war .power,
its foreign commerce power, and its taxing power. So it would-require a
balance between the exercise of 'the particular Federal power and the
taxing authority reserved to the States. Some Federal powers are
clearly paramount to the States' exercise of its functions, for example
the national defense power.

9

In his concurring opiniOn, in National League of Cities, Mr. Justice
Blackman stated that his concurrence was with the understanding thaI the
court's opinion adopts a balancing approachiWween the interests of the
Federal Government and those of the States.

Moreover, the four dissenters were of the opinion that the balancing of
those interests ought properly to take place in the "political branches'
of the GoVer

T'7nt where the States "are fully able to protect their own
interests.* .--- Indeed, with respect to tax immunities, th7ofpurt has
stated that it is a matter for the Congress, not the courts.---I

.

Before such a question would reach the courts, other forces within the
Federal Government would more likely come into play to mitigate the
effect of Federal burdens on commnities.__Impact Aid isu of course, the
result of some of these forces. While it is unlikely that court fiat
wild require a prograth like Impact Aid, the Congress has the power to

/enact a program to compensate local educational agencies for losses in
tax revenues resulling,from Federal tax immunity.

Supreme Court decisions do not dictate a4 like Impact Aid. If
regulations, taxation,- and exemption are essentially the same--inasmuch
as each costs localities money--it is possible to analogize from them to
conclude that the Impact Aid Program is warranted on legal, as well as
many equitable and political, grounds.

E. SCHOOL FINANCE AND IMPACT AID

Research into school finance issues for the purpose of studying" the
Impact Aid Program has revealed the following generalizations:

(1) Revenues for education from Federal and State sources have in-
_creased.

148/ National League of Cities, 426 U.S. at 856.
149/ Id. at 876.

150/ Board of Commis'sioners-v. Seber, 318 U.S. 705, 718 (1943).
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(2) Reliance on local taxation of real property for education revenues
has decreased to some extent; however, property taxes still comprise
the major part of local education revenues.

(3) Neither of these trends is so substantial as to require' a depar-
ture from the traditional approach of Impact Aid.

School Finance in 195Q. The local share of education revenues was 57.3
percent in igpi the State share was 39.8 percent; the Federal share,
2.9-percent.---/ Property tax revenues provided approximately 98 per-
cent of lgyal education revenues and 60 pexceqt of total education
revenues.---/ School finance reform movements of the 1920's and 1930's
had caused an increase in the State share of education revenues;, State
aid -was given primarily through Minimum Foundation Programs.

The American_ economy_ of, 1950
(
had been stimulated by World-War II.

School district consolidation had been proceeding and enrollments were
declining since the 1930's. Only after 1950 did enrollment return to
the= size' it was in 1930. Beginning in the mid=1950's, stveralsocial
and demographic factors pushed foi school finance reform: increased
enrollment, migration from rural to urban and suburban areas, decreasing k
usefulness of the properti tax base as a measure of ability to" pay
taxes, the movement for equality in educational opportunity, inflation,
and competition for scarce local resourcempsulting from-public demand
for social services other than education.---/

School Finance Today. The proportion of school revenues supplied by the
States remained relatively constant from 1950 until 1973, when .the State
share grew from approximately 39 percent of total revenues to nearly 41
percent. The State share has tincieased each year since 197 -3; it is
projected that 48.1 percent of 0i4tal school revenues will come from the

, State in 1979-80. The local share hovered around 57 percent of total
education revenues between 1950 and 1956, when it began a slow, steady
descent expected to reach 42.5 percent of total revenues in 1979-80.
The Federal share of education revenues has more 1bt han tripled since 1950
and is expected to reach 9.3 percent in 1979-80.---i

Impact Aid is based on the assumption that Federal ownership of land is
a local burden. Thus the measure tf Impact Aid per child is the local
contribution per child. There is evidence that States are paying an
increasingly larger share of the cost of education. To the extentlthat

151/ National Center for E cation Statistics, Digest of Education
Statistics 1979, at 71 (1979).

152/ E. McLoone, Effects of Tax Elasticities on the Support of Education
(1961) (unpublished Doctoral thesis in University of Illinois
Library).

153/ National Center for Education Statistics, The Condition of Educa-
tion 144 (1976).

154/ National Education Association, Estimates of School Statistics
1979-80 (1980).



-138-

-sr

States finance' education, Federal ownership of land is not a ,local
burden warranting payments to local educational agencies. Localities
continue to pay, on the average, a substantial portion of the cost of
education. Tax-exempt Federal property, therefore, continues to be a
burden in that the local sha'e of education is derived substantially
from local property taxes.

Although property, tax revenues have become less important in financing
public education from all levels of government since 1950, decreasing
from approximately 60 percent to 43.1 Percent in 1977, lbcal educational
agencies continue to rely heavily on them for local revenues. Local
education revenues from property taxes decreased onf5yrom approximately
98 percent in 1950 to 90.2 pefcent in 1966-77.---/In addition, the
majority of those property tax revenues continue to come, as they did in
1950, from taxes on residential and commercial property. Recent data on
education revenues from the property tax nationwide by source has indi-
cated that 49 percent tomes from residential property and 36 percent
comes from commercial and industrial property with the balance corn-.

ing fromigplic utilities (nine percent) and farm properties (six
percent).

Differences in the amount of Impact Aid payments on the basis of__IA "-
versus "B" student's have been based traditionally on the notLamethat
residential and commercial property each .provide half of= education
revenues. While the percentage of property tax revenues coming from
residential property ranges from 26.6 percent in North Dakota to 62.2
percent in Hawaii, half of the States are withil55./5 percentage points
of the average percentage, which is 46.7 percent.---(In 34of the States
the percentage of property tax revenues from residential sources is
within ten percentage points of 50 percent.

In 31 States and the District of Columbia, residential property taxes
comprise less than 50 percent of total tax revenues. This means that
districts in those States, on the average, lose less than half their tax
revenues because of children living on Federal property with parents
working in the private sector (live-on "B's")._ Thus in the case of
"live-on 'B's,'" the 50/50 assumption results in an overcompensation to
districts. Similarly, there is undercompensation with regard to
"work -on 'B's.'"

155/ National Center for Education Statistics, Revenues and Egenditures
foi'YPublic Elementary and Secondary Education 1976-77, at 13
(1970).

156/ Id:

D.K. Halstead & ELK% Weldon, National Institute of Education, DREW,
Tax Wealth in Fifty States, 1977 Supplement 164-171 (1979).
Bureau of the Census, U.S. Department of Commerce, Taxable Property
Values and Assessment/Sales Price Ratio/1977 Census of Government
41 (1978).

157/ D.K. flialstad-V-11;77-Weldon, National Institute of Education, DREW,
Tax Wealth in Fifty. State's, 1977 Supplement 162-171 (1979).

4



In J9 States, residentiaLpropentY taxes comprise more than 50 percent
of total tax revenues. In these-Stateb, the 50/50 assumptioi means that
local educational agencies are undercompensated for the tax /bee attrib-
utable to "live -on 'B'si" and overcompensated for the tax loss attribut-
able to *work-On IBES.'"

Any over- or undercompensation for one or the other of residential or
commercial property tax loss is cancelled when districts receive compen-
sation on the basis of *A* students and receive all of the local cost of
educating those students. 15u/

In 1950, the State' contribution to public school funding in most States
was minor; localitireS paid nearly 60 ,percent of the, coat. Based on
that,, the 1950 statute creating Impact Aid computed the amount of Impact
Aid, a local educational agency should receive foi its school districts
using an amount it was assumed the_locality would have contributed-to -
educate a federally-connected-child. That provision of the statute has
not changed since 1950. ,Some have pointed out that the State contribu-
tion to public school fi ading haq increased since 1950 and that policy
under Impact Aid of compensating local educational agencies using an
amount based on local. contribution should be reconsidered in light of
that increase. 'Analysis of trends in Federal, State, and local shares
of the cost of public education has addressed the significance of those
changes for.Impact Aid and -points to the conclusion that the change in
the State share of public education revenues has not increased a signif-
icant enough degree since 1950 to warrant a fundamental change in the
approach of Impact Aid to compensation. That conclusion does not mean,
however, that *local contribution rate," the technical measure of
compensation as set out in Public Law 874, does not require reevaluation
in light of the financing trends'discussed in this section.

F. IMPACT AID UNDER THE FEDERAL SYSTEM

Not only does the Federal Government deprive local educational agencies
of revenue when it exempts property from taxation, but it imposes a cost
on schools when children living on Federal land or living with parents
working on Federal land must be educated in the local schools.

Except in cases where real property is within the exclusive jurisdiction
of the United States, children residing on federal property or with
parents employed on Federal property ar Asually citizens of the State
where they reside. They have, under th Constitution, the same rights
is all other citizens similarly situated. Their mere presence brings
with it obligations on the States and their local educational agencies,
without regard for the reason for their presence. Among their rights is
that to a free public education.

158/ This is true to tte extent that 100 percent of education. revenues
comes from property taxes.
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The Fourteenth Amendment t8*the Constitutiotypibvides: "All persons born
or naturalized in the United States-ah4-subjedt to the .jurisdjeti047;
thereof, are citizens of the United States.and-Of,the 'state wherein.they
reside. No State shall...deny to any perscin within its jurisdiction the
equal.protection of the laws." Were a State to refuse to educate
federally-connected children to a manner similar .to tHtit in"whia hon-
federalli-dbnnected children are educated, that action would most likely_
be consic red unlawful ditcrimination- under the Fourteenth .4dendment.

If a court - scrutinizing the refusal of a State to edugae federally -
connected children decided that a .federally- connected alld's.interest
in receiving an education, similar to that received by nonfederally-
connected children is a fundamental interest, the State would have to
show,. that refusing to educate federally-connected children is necessary
to satisfy a compelling State interest. If a court decided, on the
other hand,that federally-connected children do not have a fundamental
interest in receiving a public education similar to that received by
nonfederklly-connected children, the State would still have to show it
had a rational basis for refusing to educate federally-conriected chil-
dren. It is unlikely a State could meet,either test.

The States haVe devised laws both for the educatiOn of children at
public expense and for raising the revenues necessary to provide that
education. Presumably those laws are designed to work together so that
the revenues raised are adequate to support the operation of schools to
provide that education. If the tax-exempt status of Federal. property
.prevents localities andStates from raising the revenues necessary to
provide a free public education for federally-connected children, it
impairs the operations of those laws. It thereby burdens taxpayers by
requiring that more revenues be raised from a tax base dimiqished by the
Federal Government's .presence. It follows that the Federal-GOvernment
has a resPonsibility for mitigating the effects of its presence.

G. MITIGATING THE ADVERSE EFFECTS OF FEDERAL ACTIVITIES ON LOCAL
EDUCATIONAL AGENCIES

Federal immunity from'State and local taxation, combined, with the, cost
of providing education for federally-connected children, places a
financial burden, on local educational.'agencies which varies with the
amount of property exempted from taxa on and the number Of federally-
connected. children. If the childre served by a local educational
agency adversely affected by Federal activities.are to receive an
adequate level of education, -'the cost of that adverse effect--the
Federal burden--must be borne by somebody, at some level of government.

-

How might the Federal Government mitigate the effectsof its presence by
compensating localities or States for'the burdens its presence imposes?
The authors of Public Las.' 874 intended that, to the extent possible, the

O
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Federalpovernment was to be treated ada private owner of real proper -1593
ty.---

It_ is argued that the Federal Government already mitigates the adverse
economic effects of its presence in localities because economic benefits
are codferred_when the Federial Government Injects money into the local
economy, increasing revenues available to local educational agencies.

These benefits, howeVer,,.are not only difficult to measuie but vary
among localities. Furthermore, the benefits to local educational
agencies of increased revenues from income and sales taxes 'vary among
the States according to State laws. Effects at the State level do not
lend themselves to precise measurement.

The relevance of economic benefits the Federal Government may confer on
a locality depends, at least in part, on the degree'tcyhich the Federal
Government should be treated as private landowners and Users re treated
in a locality.

Even though the Commission has made a major effort to determine, With
some precision, the effect of Federal activities on the fiscal capacity
of local educational agencies, the Commission has found that theeconom-
ic benefits of Federal activities with respect to Federal property has
little if any relevance to any obligations which may ,arise from its
ownership of real property. In the private sector, the economic benefit
a community may derive from the use of private property doesnot act to
`relieve the owner of that property from an obligation to pay a tax on
that property.

The Commission, in its 'effort to determine the extent to which the
economic benefits which may accrue from federal activities-are available'
to'local educational agencies, found that even though the original law
authorizing the Impact Aid Program requited, that, unde section 2 of
that law, there be determinations about the-fiscal benefits of Federal
activities to lode], educatiOnal agencies, no means for making those
determihations had been devised.

A method for making such determinations on a case-by-case bass has been
devised by the Commission and has been tested in a small number of
school districts. A report on this study-is set out in the next section
of this chapter.

No evidence found by, or placed before, the Commission Ehus far indi- -
cates that there are net fiscal benefits to "local educational agencies
resulting from Federal activities.

159/ EI.R. Rep. No. 2287, 81st Cong., 2d Sess. 1 (19501.

eA
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Changes in the Laws of the States. Were the evidence-to:show tfiat the
economic benefitsThf Federal activities on local educational agencies
compensate,fOr the,cost of Federal activities,_a case could be made that
the Federal Government-pays for tire cost of its.activitiesv HOwever,

-

this is not the case. Empirical evidence .before the.ComMission
-cates that Federal activities result in a net economic burden and that
the magnitude of the bUrden'ia commensurate With.he entitleMents of
local educational agencies under section of Public Law 874, except''

* where-State aid to local educational agenies isreater than Ole
nAtiOnal average--in which cases, the States are compensating local

Neducational agencies for'the Federagr burden.
a

This naturally raises the question of whether the Statesreceiiea net
economic benefit from Federal activities and, if they so, whether-the
States might not be expected to domPensate,)local educational agencies
for the burden plated upon them by those,activities. The Commission has
no evidence with respect to net economic benefits to the States, from
Federal activities, and such evidence could not be had without conduct-
ing statewideeConomic imp.act studies similar to those conducted for
local, educational agencies. These studies were beyond the resources of
the Commission and were not conducted. Even-if such studies ptotided
evidence that Federal activities conferred APnet economic benefit on the
States, a question of relevance could be raised: are theconomic
effects of Federalactivitied'relevant to how theStates finance public
education, and should the Federal Government make policy based upon a
relationship between the benefits accruing from its activities and their

_potential effect on school finance? Ifao, it-would seem that a dbuble
-violence to the federal system -of government Would be the result. Not
on would the Federal-Government adversely affect local governments'
ability to finance themselves, but it would; either directly or indi-
redtly

'41

.

dictate to the States the means by which they, finance their
schbols and the relationship between the States and their subdivisions.

The Commission-considered this question and determined that even.if the
econom benefits- of Federal activities. were relevant to the school
firaiancMUws 'of the StateS,Nthe xelatiOnship between'-the States and
their, subdivisions is iolelfvithin the prerogitives of the States, that
such relationship is not prOperly addressed by this Commission, and that
the Federal GovernMent ought to be neutral,on issues,which,affect that
relationship.

To ,do otherwise's:A.11d be to-open questions not within the mandate of
.zthis Commission and hOt .ansyerable by_thiaCommission with the resources
available to it, Commission cou141 not properly recommend 'to the
State .° ew Hampshire that it have an income tax or that it have a
greater S to 'share of the cost of education-. This report'is subMitted
tO Pre ident and the Congress of the United States with recommenda-
tions for $e Federal Government,,to act u Since the Federal Govern-
ment can not tell New Hampshi to tax its citizens or how to

1
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finance%is schools, recommendations by,this' Commissidn to that effect
would be useless.

The States are changing their school finance laws without' Federal
interference. 'There appears to be a trend toward equalization of
expehditures among local educational agencies within the States, toward
greater State aid to local educational agencies, and toward less reli-
ance on real property takes fo revenue to support the total cost of
public education., This Commi ion has no views with respect to that
,trend. Respecting the- laws o the ,States, however, the Commission
wishes ',not to make recommehdations which would inhibit that trend.

Other changegin State laws could take place which would affect the
Federal' Government and the Impact Aid Program. If the States were to
cede to_the Federal Government exclusive jurisdiction over all Federal
property within'their bOunderies and to'persuade the Congress't6 change
0 U.S.C. 255 to- require acceptance of -thatjurisdictiOn, the States
could effectively require the Federal Government to pay the full cost of
education for children residing on that property. In addition, the
States could impose an occupation tax on all eheir residents and givian
indirect creditIon that tax for persons employed within their jurisdic---
tions--thus shifting the cost of educating children whose parents are
employed on property within,the Federal jurisdiction to, those parents
and, indirectly, to the Federal-GOVernment: The .result could be a
nationwide system of federally-operated schools similar to that now
-supported under_ section 6 of Public Law 874. The.Commiision.does not
make recommendations to this effect, even though sach recommendations
would probably be more nearly within its mandate than those affecting
the school finance laws of the States.

/

Requiring That All Federal Agencies iay the Full Coat of Their
,

AotiNM.-
ties. the full cost of all the act ,vities of Federal agencies does not
appear, in the Budget of the United States. ,The Budget only shows
anticipated new oblig tions' authority and expected outlays in Federal-
funds for Federal a cies. ft does not include estimates wittr:respect
to expenses incurre by State and,looal governments in support of the
activities of those agencies in the form of sewers, police and fire
protection, traffic safety, highway and street maintenake; health
services, and educiiiion. Yet these local services are rendered toilthe
Federal Government th,the sat' manner as if the Federal Government I.-we
a private organization, paying _,local taxes. No estimates are available
with respect to the cost of these aceivitiesi

When a` military installation is proposed, the cost. estimates and the
cost/benefit ratios are calculated with respect to the Federal Govern-
ment. There is no evidence that major consideration is given to whether

A the local governmots in'the area affected by such a proposed facility
are able to provide the continuing local services made necessarrby that

"facility.

%ow
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At the same time, estimated costs do include those arising from utili-
ties-- electricity, telephones, and gas, presumably because utilities are
generally privately owned and the use of their services without compen-
sation would constitute an unconstitutional taking of property without
just compensation. Local governments are not so protected--yet local
taxpayers are paying the costs, frequently without just compensation.
Would the situation be different,if either the utilities were publicly
owned or the local services were provided by privately owned organiza-,
tiong?

The Commission gave more thaltpassing consideration to the idea that an
agency, such as the Department of Defense, should ,provide for the
education of the children of its employee's and that of/Children reiiding
on its property from that Department's budget, rather than from that of
the Edutation Department and that payment for the cost of education so
provided should be arranged by local basecoMmanders. Similar arrange-
ments-are now made in some localities for police protection and some
other public services. Outside the United Sates, the Department of
Defense does provide for the education of military dependents, and,
prior to 1950, there were a number of small programs for the education
of military dependents in the United States. Public Law 874 even now
has vestiges of this old policy. A return to those early years is not
recommended. It is worth speculating, however, whether there would be
opposition by the Education Depattment to Impact Aid if the cost of the
program -ware-to be estimated in tote budget --of_ other- Federal agn-dres-.

Consent to State Taxation or Zn-Lieu of Taxes 'Payments. The Congress
could fulfill the obligation arising from,Federal ownership and use of
land by consenting to Statevand local taxation. Difficulties with
assessment practices, the setting of tax rates, and collecting those
taxes probably preclude that policy. Over the past 30 years, however, a
number of alternatives to consent have been conaAdered: in-lieu of taxes
payments have been authorized4for, some kinds of Federal activities; the
Advisory eommissian on Intergovernmental Relationsj.after a year of
study, has endorsed a comprehensive in-lieu off6t7es payment program
and has encouraged lits.adoption by the Congress.---1

Proposals to make In-lieu of taxes payments to local education 1agen-
cies were considered prior to the enactment of Public Law 874 d have
been restudied on several occasions. .The Battelle Report considered the
question and rejected theloroposition. The Commission agrees with the
Battelle conclusibn and determined that further study of the issue was

160/ R.D. Ebel & J.E. Towles, Advisory Commission on Intergovernmental °14
- Relations, Federal Yayments In-Lieu of Local Property Tax Payments

(1980). .

.
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161not merited at this time: /

111/ The Battelle study stated, in part:

The option.in relatIonto other evaluation criteria

Paymwts,in lieu, of taxes have some appeal in terms off ,

federal/sm. That_appeal is that, if each govern-
ment pays t es to others, n8 level of g rnment can
effectively de y 'the revenue 'Sources of another. On the
other hand, as "thepower to tax is the power to destroy,"
intergovernmental tax immunities have long been cherished
in thPUnited States. -

The economic rationality of payments-in lieu of taxes
can be argued from a number of perspectives. From the.

perspective of resource allocation to and within the
Federal sector, payfrtent of taxes removes some of the bias
against doing things through private enterprise (whose
prices includes taxes) t'ather than government agencies
(whose prices do not include local taxeE0. However, for
the Federal Government-to begin to pay property taxes must
be judged as an extension of the revenue-raising potential

,and, thus, inequities inherent in atax that is probably
already inequitable at a single rate, and is clearly
inequitable when applied at hundreds of different rated by
hundreds of school districts throughout a single State.

Payments in lieu of taxes would unquestionably be
expensive, particularly if the concept were extended to
municipal, sewer district, county, library district, and
similar property tax levies., .It is doubtful that payments
in lieu of taxes would be as good a device for- fiscal
equalization as other alternatives, spch as revenue
sharing, available. It is also doubtfUlthat payments in
lieu ot taxes represent the most productive "utilization of
_Federal dollars for elementary and secondary educatioQ.
Thus, in terms of cost and education effectiveneis, in-

, lieu payments are not attractive.
1-

Isle Memorial Institute, 91 ,St Cong., Sess., School Avist-
anc n Federally Affected Aeeai: A Study Public Laws 81-8/% and
81-815, House Committee on Educatiod and Labor 42 (197Q)".

p
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A review of the -evidence regarding the necessity for continuing the
Impact Aid Program reveals that the program was originally authorized as
a mans of mitigating the adverse effects of Federal activities on the
financial ability of local educational agencies to carry out their,
functions--to compensate them for the burden placed upon them by Federal
immunity from State and local taxation and by educating federally-
connected children.

The program was designed to operate and does operate under theikaws of
the States regarding the financing and governance of local educational
agencies. The program carries with it no Federal education policy; in
fact, it is intended to preserve local control over education by compen-
sating them for local revenues, without which those agencies would
become more dependent upon the State and commensurately less subject to
local control.'

Evidence against the Impact Aid Program was presented by the Education
Department as follows: ,

A

(a the Impact Aid Program overpays local educational ageHeteo, in

that entitlements are greater than the financial burden placed upon
them by Federal activities;

(b) in most instances the economic benefits of
localities compensate for the burden placed upon
ties;

*o
(c) if those benefits are not available to local
it is the result of iheffective State and local
systems;

Federal activities to
them by those activi-

-

educational agencies,
educational financing

(d) the Government must take budgetary constraints .into consideration
and set priorities among education prograMs on the basis of those
constraints; and

(e) other education programs have a higher priority with the Education
Department than that given to Impact Aid.

The adequaCy of the school ,finande laws, budgetary constraints, and
priorities in funding among education programs are subjects not,placed
within the scope of the,mandate given the Commission by the Congress.

Regarding the_statements made that the entitlements overcompensate for
*Federal burden and the economicbenefits4rce 'Federal activities, the
Commission conducted hearings and research to determine their validity.
The original premises upon which the'prcgram wart based were examined:

(1) that Federal immunity from State and local taxation deprives local
educational agencies of necessary revenues;

1

444
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(2) that, under the 1.aws Of the States; the owners and users of real
property have an obligation to support-public education; and

(3) that the Federal Government should assist local educational
agencies in providing education for federally-connected children.

The law regarding Federal immunity f State and local taxation, under
the Supremacy Clause of the Constitutin,- has been reviewed. and, even
though finer distinctions have been drawn. allowing more taxation of
prIvate interests in Federal property, the doctrine of immunity still .

stands_and-deprives local educational agencies of revenues. A factor in
limiting the broad coverage of that doctrine has been a recognition, on
the part.of the courts, that Federal- immunity must be balanced against
the need of local. governments for revenues. Even though there is a.
considerable body of opinion that such balancing should be carried out
through the political branches of the Government, the Supreme Court has
recently decided, that it can limit the- power of the Federal Government.
when the federal system of government is threatened by the exercise of
otherwise valid powers of the National governtent.

There have beens significant changes in State laws -regarding school
finance, with a trend toward a greater share ofwthe cost of education
and less reliance upon real property taxes for the support of education.
These changes, however, have not been so substantial as to ch.#nge-great-
lythe patterns in school finance into which Impact Aid was designed to
fit or as to merit substantial alteration of the program as it relates
to the. finanoing of public schools.

The Federal Government'has a long - standing interest in the education of
federally-connected children and has, over the years, recognized an
obligation for their education-._ On the basis of that interest and
obligation, the Federal Government should assist /ocal governMents which
provide education for those children, in that tfie,cost of their educa-
tion constitutes a burden on those local' educational agencies.

There is no evidence to supportLthe assumptiod that there are net fiscal
benefits to local educational agencies arising from Federal activities;
and, in the case studies conducted by the 'Commission, the net fiscal
burden is generally commensurate with the amounts to which the loc 1
educational agencies studied are entitled under section 3'of Public
874.

From this evidenbe the CommiSsion has lakcluded that under he`federal
system of' government, there is an obligation on the part of the Federal
Government to mitigate the adverse effects of Federal gctivities on
local educational agencies and eha , even though other meana of doing so
may be possible, a program similar at authorized by Public Wew 874
is necessary. .

j

For thes-e reasons the Commission reco'mmend's that the Impact Aid Program
be continued.

a
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IX. SHOULD THERE BE BASIC CHANGES IN THE IMPACT AID PROGRAM?

During the thirty years since the Impact Aid Program was first author-
ized circumstances have changed which require modifications and refine-
ments in the program. Most significant of these are (1) the, implicit
development within the Public Law 874 concept-of providing an adequate
level of education for federally-connected Children,:and (2) the devel-
opment of analytical techniques in the-fie/d of economics which- make
possible the meas ement of the burden played upon local educational
agencies by Federal ctivities. With respect to these issues recommen-
dations are made.

A. ADEQUATE LEVEL OF EDUCATION FOR FEDERALLY-CONNECTED CHILDREN

Beginning in 1953 and continuing Over the course of the following 14
years, the Congress amended Public Law 874 in order to alter the method
for computing the amounts to which local educational agencies are
entitled thereunder by, establishing minimums in the local contribution
rate-and increasing those minimums. The legislative history of those
amendments indicates that there was a concern for the adequacy of the
level of education or federally-connected chiAgren and a sensa,..of
obligation to provide them with an adequate level of education, regard-
less of where they went to school.

This concern has been found applicable both to children who reside on
tax-exempt property and to those whose parents are employed on such
property. With respeqt to the former, the-provisions of 'section 6 of
Public Law '874 are an oblividbs expression 'of that concern. With
respect to the latter, a parallel can be-drawn between the Federal
Government as an employer, and private employees who are concerned about
the schools fOr the children of their employees.

Not only does the Federal Government have an obligation with respect to
a fiscal blipden on local educational agencies resulting from tax immuni-
ties, but, 'h a matter of sound public policy, it must make an effort to
provide its amplOyees with some assurance that, whenever they work for
the Government, their -children can have at least a minimum level of-
education.

7AM

-Even though there is no explicit statement in the law expressing the
concept of adequate 14velof education, the effect of the amendments,
which established and increasedleinimum local contribution rates, was to
increase payments for-local educational agencies having per -pupil
expenditures of less than the average of such expenditures in the Stlates
in which they were located and for local educational agenciei in States
havitqaverage per-pupil expenditures_ of less than the national average
of such expenditures. These amendments represented a movement toward
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providing
6zan

adequate level of eddat4tIon for federally-connected1/
childrene---

This movement was reinforced in 1974 and 1978 by amendments which set
local contribution rates in excess of 100 percent with respect to
certain federally-connected children for whom the cost of education was
obviously greater than the average:ffor handicapped military dependents
the rate was set, in 1,974,.at 150 percent of the normal local contribu-
tion rate, and for children residing on Indian lands the rate was set,
in 1978, at 125 percent thereof.

-

t

A review of the history of Fedtral policy regarding the, education of
military dependents and Indian children reveals a long-standing policy
'in favor of prov.idtng,, as a matter of obligation, .an adequate level of

no-7V
education for them.

The legislative history of Public Law 874 and the amtndments thereto
indicate that the Congress intended that the Federal ddvernment, as a
landoliner, should, to the extent practicable, be treated in the same
manner as piivate landowners. Since the method for computing the
amounts of payments under the program was not tied to the manner in
which the States taxed real property, it is only logical to conclude
that the intention has been to treat-Federal property as private proper-
ty regarding the obligations property owners have, under the laws of the
Statei, for the education of children residing on their _property or
Whose parents are employed on their property.

The unstated policy in favor of ah obligation to provide an adequate
level of education for federally-connected childrdn haOpeen effected by
unduly complicated legislative language in the law. An open expres-
sion of that policy could make possible a simplification of the statute
and the formula for determining the amounts to which local educational

162/ Explicit statements as to the congressional. motivation for the
*minimum LCR.11 amendments are rare on the official record. State-
ments by congressional staff persons who are knowledgeable with
respect to both'the Impact Aid Program and its legislative history

I generally hdve assumed that the intention behind these amendment%
was to make an effort to ihcrease_the level of education for
federally-connected children in local educational agencies having
low per-pupil expenditures. Labovitz found evidence in support of
this assumption. (I.M. Labovitz, Aid for Federally Affected Public
Schools 1-39 (103).] The same type of evidence was found in the
Battelle study. [Battelle Memorial Institute, 91st Cong., 2d
Seas., School Assistance in Federally Affected Areas: A Study of
Public Laws 81-874 and 81-815, House Committee on,Education and
Labor (1970).]

163/ See Appendix N, infra, with regard to the education of gilitary
dependents:
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agencies are entitled.
164/

For these reasons, the Commission has concerned itself with the ques-
tions of what is the obligation of-the Federal Government for the
education of federally-connected children and, assuming such an obliga-
tion, how should that obligation bd demonstrated in terms Of the amounts
to which focal educational "agencies are entitled under the Impact Aid
Program.

The Federal obligation is that there be compensation and that the amount
of the compensation be based upon an assessment of, but need not neces-
sarily,equal, the types of burdens impOsed. Evidence from the hearings
of the Commission tends to indicate that the revenge-burden (calculated
on the basis of taxing Federal property at the same rate as other
prOrperty in localities) is so great that it would be unreasonable to
expedt that sufficidnt funds would be available to cover the cost of
full compensation. In addition, an agreed upon method for uniform
calculations would be difficult to achieves Yet, the nature of the
revenue burden is such that it must -be taken into consideration in
determining that portion of the burden for whteh compensation ought to
be given, especially when Federal property is so extensive within a
school district that the revenue burden impairs the ability of its local
educational agency to function.

The-s#rViq-burden is a more reasonaSle and measurable factor, in that
actual numbers of children and actual expenditures of funds can be
known. Condistent with the principle of respecting the laws of the
States, using average per-pupil aperiditures in a State (or all the
States, twhichever _is greater) would be a fair, measure of an adequate
level of education.' Of course, there are circumstances in which the
cost of education varies so greatly `from the average that exceptions
would be merited. Both the minimum LCR's in current law and the use of
State and national average per-pupil expenditures ih computing entitle -

its under Title I ofthe Elementary arid Secondary Education Act serve
precedents for this measure.

When computing the amount of the service burden, consideration ought to
be given to the extent that the cost of providing an adequate level Of
education isloeyond the ability of,a local educational agency. The post
of education is the major factor in determining the amount of burden.

164/ Congressional staff have reasoned that heretofor an explicit
statement regarding an adequate level of education has been avoided
for fear that, since the phrase involves matters of judgment, it
might have been construed by some to authorize Federal intervention
,in the control of local education, contrary to the other policies
underlying the program. Whether that.fpar is still justified is a=
political quedtion and should be decided in the proper forum for
resolving political questions--the Congress.

1
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For these reasons the Commission recommends that the law ought to
include an explicit recognition that in determining the amounts to which
local educational agencies are entitled thereunder include a considera-.
tion of an adequate level of education for federally-connected children.

B. DETERMINATION-OF THE NET FISCAL BURDEN PLAMIUPON LOCAL
EDUCATIONAL AGENCIES BY FEDERAL ACTIVITIES---

When Public Law 874 was first enacted, the 'Congress acted upon an
assumption that there was a net fiscal burden placed upon local educa-
tional agencies by Federal activities. No measurement_ of that burden
was Twired except in the case of payments made under section 2 of the
law. Instead, the law provided for compensating local educational
agencies for the Federal burden by the use of a "local contribution
rate" which= was designed originally to make a payment for each
fe-rally-connected child. This payment was roughly egUivalent to the

unt contributed per child by private property owners in comparable
communities.

Since Public Law 874 was, enacted in 1950, analytical techniques_dn the
field of economics have improved and better data concerning Federal
activities have become available. Improved techniques and better data
make possible an examination of the basic assumptions about Federal
burden.-

In order to test these basic assumptions, evidence concerning analytiCal

techniques in the field of economics was sought and the availability of
data concerning Federal activities was examined in order to determine
the feasibility of conducting an economic impact study. During the
course of gathering this information, it was discovered-that the Nation-
al Planning Association had proposed a contract to the Office of Educe-
tion ,to conduct an economic impact study. The Office of Education chose
not to fund the contract. The proposal did contain a description of two
models for examining the fiscal effects of Federal activities on locali-
ties: one. was a case study model and the other used an aggregate method
for local educational agencies in general.

165/ Material included on pages 151-170 And G2-G3 of this report has
been published, without the Commission's authorization, as an
article in the 1981 Spring issue of the Journal of Education
Finance. No part of any section in this report can.be attributable
to any, particular member of the staff of,,the Commission.

166/ Section 2 of Public Law 874 provides for payments tolocal educa-
tional agencies that administer school districts in which substan-
tial real property has been acquired by the Federal Government;
payment is providgd if that acquisitiOn has placed a substantial
and cbntinuing financial burden on those agencies for which there
is no substantial compensation for the loss of Levenue by increases
in revenue from Federal activities..No means has been devised by
the program administrators for measuring either the loss.of revenue
resulting from Federal acquisition of real property or increased
revenues resulting from Federal activities.
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On the basis of the concepts underlying the case study model, the
Commission developed model specifically designed to determine the
effect of Federal activities on the finances of local educational
agencies..

The economic impact study conducted by the Commisativ,=
/
attempts an

intensive, sophisticated evaluation of the fiscal burdenand benefits
received by local educational agencies_ from Federal activities which
affect them. This evaluation is based upon,a measurement of the effect
of Federal activities on the revenues and theexpenditures of a local
educational agency, compared with the effect on those revenues- and
expenditures of the site had it been used, or were the site to be used,
for other purposes.

In order to measure these effects, the Commission has developed an
economic model that determines the effect on expenditures and revenues
of a site affected by_Federal activities and the effect on those expen-
ditures and revenues of that- site had it been subject to alternative
use. The two determinations are compared with respect to a single site,
and if the expenditures exceed revenues under current use by a greater
amount than any excesa of expenditures over revenues under alternative
use the model indicates a federally-imposed burden; if the excess of
expenditures over revenues under current use is less than would have
been the base under alternative use, the result is a benefit.

Expenditures undeL current use are determined by mu;tiplying the number
of children in attendance at the schools of a local educational agency
as the result of a Federal activity by the average per-pupil
determined for that agency.

The number of children in attendance at the schools of a local educa-
tional agency as the result of a Federal activity is equal to the sum of
the .number of schoolchildren of persons employed on the base and the
number of children of-employees whose'jobs were induced by the spending
ofpefe employees and their families. The number of,induced employ-
ees---(is determined from the use of an employment multiplier that
calculates the non-Federal employment in a community resulting from
spending by families of base employees.

The per-pupil expenditure for a local educational agency.is determined
on the basis of average per-pupil expenditures in the Statelin which the

167/ IA this section of this chapter the term "burden" 'describes a
mathematical'measurement made by the application of the economic
model to the facts relating to the particular local educational
agency in question. That term does not reflect, in any way, the
concept of "adequate level Of education" which is included in the
. meaning of the term "burden",when used elsewhere in this report.

168/, "rnduced" refers' to thOse employees (aa well as their school-
children and income) in the commercial sector who were hired to
accommodate the.spending of base employees, These employees are
the result of the "multiplier effect."
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local educational agency is 1 ated and the weighted average of per-
pupil expenditures in compare le school districts approved by, the.'
Departmene-o Education or the spective State education departments.

Revenues affected by Federal activities are ,determined by calculating
the Federal)Contribution to four primary sources of'revenues residential
property taxes, commercial_ property taxes, State-aid for local educa-
tional agencies, and miscellaneous "other" local revenue.

Residential property tax revenues are calculated by multiplying the
residential 'property revenues in the local educational agency by the
percentage of resideiVal income in the district comprised by the income
of base-attributable---(employees.

Commercial property tax revenues.are calculated by multiplying the total
commercial property tax revenue in the district by' the percentage of
consumption in the district that is attributable to the base.

State aid for local educational agencies is affected by Federal activi-
ties 'because most State aid payments take into consideration the as-
sessed Valuation of taxable property and the number of children in the
district $f a local educational agency. When property is exempted from
taxation or when the number of children increases, the average per-pupil
.assessed valuatioh decreases and the amount of-State aid triggered by
the base increases. To determine the amount of State eid attributable
to the base, the model inserts into the State formula the amount of as-
sessed valuation associated with the places of 4esidence, employment and
shopping of base-attributable employees and the number of dChoolchildten
associated with these employees.

Implicit in this calculation is the ,fact that the true measure of any
Federal burden on a local edudationa'l agency is not achieved because
State aid programs do, to some extent, pay the cost of Federal activi-
ties. The modeI- does not attempt to determine whether the States
themselves have allet fiscal burden as a Asult of the Federal presence.
No method for measuring the fiscal benefits received by the States from
Federal activities has been devised, nor has a means for determining how
any such theoretical 'benefit accrues to a particular local educational
agency been devised. 1

The Federal contribution to miscellaneous "other" local reldehue, which
includes local income taxes, fees, and charges, is deteriined.by multi-
plying total "other" revenue in the district by the proportion of income

P ore population (depending on whether the tax is a function of income or
population) comprised by base=attributable employees.

169/ "Base-attributable" refers to the sum of
"base-induced," and applies to employees,
schoolchildren, and their families. It also
ditures and revenues of the local educational
accounted -for by base-attributable families.
infra":

"base-connected" and
their incomes, their
applies to the expen-
agency that have been
Also, see note 170,
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The same, proCedures are used to calculitq the fiscal effect of alterna-
ti-ve useofthe site, except that judgments,are exercised as to what the
alternative use would have been.- Alternative- use is determined on the
basis of, local experts' projections about how the base site would have
beenused had there never been a Federal -presence.' When the Fedbral
installation was established before World.War II, however, this alterna-
tive use is determined on the basis of how the site would be used if the
Federal base were to close..

The Commission's economic impact study measured the effects of military
bases on four local educational agencies: Bellevue School District,
in Bellevue, Nebraska; Douglas School District, in Box Elder, South
Dakota; 'EscamSia;County School- District, in Pensacola, Florida; and
Chambersburg Area School District, in Chambersburi, Pennsylvania. The
military bases affecting these districts are, respectively, Offutt Air
Force Base, Ellsworth Air Force Base,, the Pensacola Naval Air Station,
and Letterkenny Army Depot. The following chart shows these relation-
ships:

1 School District =Town

Bellevue,41B
Douglas, SD
Chambersburg, PA
Escambia Co., FL

Bellevue
Box Elder

Chambersburg
Pensacbla

Military Base

Offutt Air Force Base
Ellsworth Air Force Base
Letterkenny Army Depot
Pensacola Naval Air Station

i70/
In all four districts, base-connected children-- constitute at least
20 percent of the total number of children in average daily attendance
at the schools of the local educatiffia,l. agency. Two of the districts,
Bellevue and Douglas, are "Super A "--- districts, where over 20 percent
of the children in attendance are the children of military employees
living on base. A th159,district, Chambersburg, has a large nutbir of
civilian "B" children, the children of civilian base employees living
off base. Escambia CountyA the fourth district, has'a substantial num-

17.5/
ber.of both military and civilian "B" children--all the children
of employees living off base.

170/ Base-connected children are those who live with parents either
,living on, working on, or both living and working on a military
base. There are two types of base-connected children: an "A"
child lives with a parent who .both lives and works on a military
base; a -"B" child lives with a parent who' either lives or works
(but does not do both) on a military base. Base-connected pupils
do not include those federally- connected pupils whose parents live,
work, or live and-work, on Federal installations other than mili-
tary bases. .

171/ "Super A* districts, as de-Cined in S3(d)(1) of Publib Law 874, are
those districts where 20 percent or more of the pupils enrolled in
school live with parents who both live and work on Federal property.

172/ Civilian "Mikphildren are those who live with a non-military parent
who eitheatrives, or works, but not both, on Federal property.

173 /Military "B" children are those who live with a military parent who
.does not live on Federal property.
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The following table shows the composition` of the base-qonne pupil '
popblation in, these districts:

Number of TotalBase-Connected (B-C) Children,
Districts, 1979

(figures in parentheses show.percentage
of total average daily attendande)

Total ADA B-C ADA # A's # Mil B's i Civ B's
Bellevue 9,191 (100) 6,005 (65) 3,256 (35) 2,258 (25)- 490 (5)
Douglas 2,584 (100) 2,037 (79) 1,808 (70) 141 .(6) 88 (3)
.Escambia Coi 40,907 (100) 7,617 (19) 7,13 (2) 3,324 (8) 3,580 (19)
Chambersbbrg. 84346 (100) ,692 (20) 74 (1) 42 (1) 1,576 (19)

Source SAFI(

=

Results of Economic Impact Study. The CommisAon's study revealed that
all four local educational agencies suffered net financial burdens in
1978-79. The results and each oval eltwitional agency's Public Law 874
entitlement accounted for by h base---(are summarized in the follow-

,ing table:

Burden Entitlement Accounted for,-

,.. School District (Million $) by the Base (Million $)
( , W

Bellevue $6.2_to $6.4 $6.0
Douglas "' $1.5 to $1.6 $1.9
Escambia Co. $0.7 to $0.8 $3.2
Chambersburg $0.6 to $0.7 $0.7 .

Source of entitlement data: SAFA:

The most important, conclusions to be drawn from these findings are the
following:

4.- ALL THE BASES IMPOSED A BURDEN: ON THEIR RESPECTIVELOCAL EDUCATIONAL'.
'AGENCIES,

174/ Under Pbblic Law -874, the amount of Impact Aid a 'Opal educational
agency receives is based on a figure kn:Nsin AS that'agency's "enti-
tlement." the entitlement is determined by multiplying a weighted
numb& of federally-connected -childsen by the,local Contribution
rate (LdR)--an approximation ntof the pdf-pupil expenditure that'
would. have been paid from local property. tax, revenues had those
revenues not beeb reduced by Federal activities. '-

The Public taw 874 entitlement actountet for by the ,hase,iS that
portion of _a local educational entitlement that has been
triggered by litipilswhose parents work on the ,military base. 'A

local education4.agency'i total=entitlementris a functioh of ;all
its Federal activities, not just the military base.
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-- THE "SUPER A" DISTRICTS; BELLEVUE AND DOUGLAS,'SUFFERED THE MOST'
SEVERE BURDENS. 4

-- IN THREE'OF THE FOUR CASES, THE laURDEN IMPOSED BY THE BASE WAS
COMMENSURATE WITH THE IMPACT AID ENTITLEMENT.

O

Analysis. The factors underlying the Commission's eesults.were the
following:

1) Each local educational agency sgffered a burden. All four agencies
were burdened because the total revenue attributable to military base
employees failed to compensate for the costs imposed by these employees.
This revenue shortfall resulted from- insufficient Federal contributions
to property tax revenue. In other words, property tax revenuesl,lattrib-
utable to base employees failed to cover the local share of thet6osts of
educ 'ating the-employees' schoolchildren. The evidence implies thht the
burdens did not result from shortfalls of other revenue: base-attribut-
able employees triggered more State aid than other employees in the'
district and contributed as muchmiscellaneous "other" localxevenue.

C

Three of the four States in the study contributed more aid per child to
the agency studied,-than-they-did,ion-average, to otai agencies in the
State. In these three impacted districts, the State's per-pupil contri-
butiodwas over 13 percent higher than the State averse.

State aid was higher to the impacted districts becads; the State formu-
las increased aid as -a district's assessedvaluation decreased and its
number of pupils increased. As a result, the lower per-pupil assessed
valuation of impacted districts triggered more, State aid for those
districts.

Furthermore, in all four districts studied, the State share of costs for,
the base-attributable children within the district was higher than for
non-base-attriNtable children. This is because the assessed valuation
associated wit14 each base-attributable child was lower that for each
non -ease- attributable child. The assessed valuation,of base-connected
"A" children consists simply of their families' contria4.4on to commer-
cial property tax revenues; the assessed valuation associated with "B"
children includes their families' contributions to residential and com-
mercial.property tax revenues. 04Unlike non-baA-attritigtable children,
there is no assessed valuation associated with the place of employment
of the parents of base-connected children. Consequently, more State
aid, which increases,when'assessed valuation per pupil decreases, is
triggered by base-connected children than by non-base-connected chidren.

amount if State aid per pupil provided throughout the States and to
the districts studied and the amount triggered by base-attributable
pupils and non-base-attributable pupils in the districts studied is
shown in the following table:

4 9

4

1
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State.Contribution to General FunA)Revenpefor the States,
tricts, and Base- and Non-Base-Attributable Children, FY 1979

. State Aid*
(million $)

,,

ADA
.

,

State
aid /ADA

Nebraska. $95.1 '278,808 $341
,Bellevue 5.1 9,191 555

Base-Attrib. 3.8 : 6,168 613
'Non-tBase -Attrib. '1.3 3,023 438

SoUth Dakota 31.8 129,955 244
Douglas ' . 1.2 2,584 482

Base - Attrib. t.0 2,054 482
Non-Base4-Attrib. -0.2 530 482

Florida 1,305.3 '1,438,655 11
Escambia County 42.1 40;907 1,030

Base-Attrib: 11.2 .10,017 1,0117

Non-Base-Attrib. 30;9 . 30,890 1,002

Pennsylvania 1,644.1' 1,856,400 % 875 .

Chambersburg. 6.4 8,346 , 766
-Base-Attrihr. 10-- 209-3-- '825
Non-Base-Attrib. 4.7 6,253 745

I

* Figures rounded for clarity..

Source: State education departments.

The local share of per-pupil expenditures in the four districts was paid
from property taxes and from miscellaneous "other" sources of revenue,

. 'which included local income taxes, _employee taxes, per capita taxes,
interest ihcome,.and school lunch revenues.

The data sugggests that employees attributable tothe base contributed
as much to these miscellaneous "other" local. revenues as did non-base-
attributable employees in the four impacted districts. The following
table shows the amount of "other". local revenue contributed ,by base-
attributable and non-base-attributable employees, the number of children
connected with both grOups of employees, and the amount of "other" local
revenue associated with each child inthe two categordew

Misceltmeous "Other" Local Revenue
0450 and Non -Base- Attributable

Vff

soCiated with as,e-Attributable
(Non B-A) Childreh, 1979

"Other" Local Reve-
nue (thou ands $)

ADA "Other" Local
Revenue/ADA

B-A Non B-A B-A Non B-A B-A Non B-A
Bellevue . $412 $203 . 6,169- 3,023 $67 $67
Douglas 84 18 2,054 530 41 33
Escambia Co. 576 1,731 10,017 30,890_ 58 56
Chambersburg 522 2,126 2,093 6,253 249 257

Source: The local educational agencies studied.

1(4'

I
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The amount of miscellaneous "other" local revejnue associated with each
base-attributable child is virtually identical with the amount associ-
ated with each non- base - attributable child in all four school districts.
Base employees' contributions to "other" local revenue appear to-4,--the---
same as non-base employees' contributions. This is so because of the
nature of these local taxes, fees, and charges. Most of the biscellarle-
ous "other" sources of revenue in the local educatior\al agencies studied
were a function of gopulatiop and number of childrent-Chambersbutg
imposes a local income tax-thai is proportionate to income: Boththe in-
comes of base-connected employees and the number of children associated
with those employees were no less--and usually were higherthan the"
incomes or number of children of non-base families in the fur local
educational1agencies. The revenues proportionate to income.,anb popula-
tion, therefore, do not differ between base'and non-base employees.
Thus, 4. does not appear that the Federal burden is caused by failure
of bas employees to pay their share of miscellaneous "other" local
revenues. /".)

Because the State share ofs the costs of base- connected children is far
above the norm, and base-connected families pay as high a portion of
miscellaneous "other" local taxes as do non=base families, theproperty
tax is the only source of revenue to which base employees could fail to
have contributed the same share paid by non-base employees. The follow-
ing table seems to confirm the suspicion that insufficient property tax
contributions by base families resulted in the revenue shortfall=in the
four local educational agencies studied. The table shows the property
tax revenue contributed by base-attributable and non=base-attributable
families and the number of children associated with these families in
the four local educational agencies. The results are as follows:

I

Property.Tax Revenue (PTR) Associated with Base- Attributable
(B-A):Children and Non-Base-Attributable (Non B-A) Children, 1979

'1

PTR (million $) ADA PTR /ADA
B-A Non-B-A B-A Non-B-A B-A Non-B-A

Bellevue $1.04 $2.31 6,168 3,023 $169 $764
Douglas 0.11 0.25 2,054 530 A54 480
Escambia Co. 1.99 12.43 10,017 30,890 199 402
Chambersburg 1.25 4.65 - 2,093 6,253 597 744

Source: SAFA,?dpa1 educational agencies.

The results show that the pr petty tax revenue associated with each
base -- attributable child is sestantially less than the revenue associ-'
ated with each non - base - .attributable child in all four cases. This data,

1
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when considered with data on State contributions and miscellaneous
"other" sources of locairvenue, shows that the burden in the four
districts is the result shortfall in the contributions of property
tax revenue from base - attributable .employees. Because the model con-
sidered property tax payments associated with employees' place of
residence, employment, and shopping, it is likely that the Coriamission's
result stemmed from the_property tax exemption of military ,base proper-
ty, including on-base residences and commercial estabbishmpnts.

Whtle the tax-exempt status of the base appears to explain e differ-
ensce in per-pupil property tax-.contributions from base- attri utable ana2
non-base-attributable families, it seems arguable that'a suff.ic'ientl9
high property tax=rate applied to the taxable property in the 8istrict
could yield enough revenue to cOmpepate for the difference. Though the
economic impact study did not exaffine 'local effort in detail, data
collected for the study does pot appear to support the conclusion that
burden results from insufficient local effort, 'The following table
shows the per-pupil taxable wealth And the local tax. effort of 4he four
districts studied and of the States in which they are located:

Taxable Wealth and Tax Effort for the Districi7\
and Their States,.FY 1979

' Assessed
Valuation/ADA Mill Rate .

'Bellevue $ 8,836 t2.59'
Nebraska 30y669 47.61

AGRIC./NON-AGRIC:
.Douglas 3,555 26.00/42(.00

South Dakota 35,279 ,NA/36.84

Escambia Co. 46,266* 8.00
Florida 82,058* 7.89

Chambersburg 47,816+ 20.90t
Pennsylvania 49,316+ 23.50$

Source: State education departments.

Florida Department.of.Education data on full-,time equivalent students
(FTE), converted to SAFA 'definition of ADA' using 1978-79 data from
SAFA.

Represents market value
,

per ADA.
t Represents equalized milL rate.

The table shows that.the per-pupil assessed valuation in the impacted
districts is, in all cases, less than Iheaverage in the respective
States. As'sessed valuation per pupil .shows the'vO.ue of taxable proper-

6 ty available to finance the cost of educating children in a district.

4

a
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It is a good measure o wealth because it.reveals_the revenue-raising
poeentia

1\

of an agency in relation' o its expenditure needs. The

\
per-pupil ssessed valuations in the-="Super A*. districts, Bellevue and
Douglas,,are fat below the average in the respective States; in neither
case is the `per -pupil assessed valuation as high as 30 percent of the
State average . In Escambi County, the per-pupil assessed Valuation is
only 56- percent of the St to average. Only,Chambersburg, where 'per-
pupil assessed valuation .is 97 percent of the State average, 1:1o0\ the
figure forthe impacted district approach the State average.

The other category in the table, the local mill rate, shows the tax
effort ofthe four agencies. Two of the four agencies--Douglas and
Escambia Countyare taxing at"the highest rate allowed by State law;
the other two--Bellevue and ChaMbersburg--are taxing at a-rate lower
than the State average. Because Bellevue's per-pupil assessed valuation
is so far below the State average, however, bOosting Bellevue's tax
effort to the level of the averagel'effort in the State 'would probably
not provide a great deal of property tax revenue. Of the four districts
studied, only in Chambersburg doei that an increase-in local
effort to the level of the average ffort in the State might make a
substantial difference irOcompensatilig for hA property tax shortfall
from base-attributable-familiee.- -

2) The *Super A" districts suffered the most severe burdens. The local
educational agencies suffering the heaviest burdens were Bellevue and
Douglas, the two agencies studied where over 20 percent of the children
were the children of military personnel who both lived and worked on
base. .Bellevue suffered a burden of $6.2 to $6.4 million aid Douglas a
burden of $1.5 to $1.6 million'in 1979, both substantially higher than

./the burdens incurred by the other two agencies. Therburdens per base-.

attributable child were also substantially higher in these two dis-
tricts; Bellevue's burden per child was $1,049, he highest of all the
districts, and ,Douglas's was $760, the second t3ghest. These latter
results show that the burden associated with each base-attributable
child was highest in the districts where the proportion of "A" children
was highest.

This.pgttern is the result of the fact that base employees living on
base contributed less to property tax revenues, on average, than did
,employees Living off base. On-base employees not only paid no taxes on
their iesidences,`but were more likely to shop at,the tax-exempt commer-
cial establishments of base. Consequently, the property tax 'per pupil
paid by base-attributable families was lowest in Bellevue and Douglas,.
the two "Super A" districts.

The following table shows the stqpy's estimates of burden per base-
attributable child and the property tax per pupil paid by base-attribut-
able families in the four districts studieth
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Bu dens and Base-AttribUtable Property Tax Revenues
(B-A PTR) Per Base-Attributable Child (B-A ADA), 1979

1

.Burden

"(million $)

B -A.PTR

(million $)
B-A
ADA

Burden/
ADA*

PTR/
ADA

Bellevue $6.2-6.4 $1.04 6,168 $1,049 $169
Douglas." 0.11 2,054 760 55 I
Escambia Co. 0.7-0.8' 1.99 . 10,017 .99 199
Chambersbur `0.6-0.7 1.25 2,093 385 59:7

*Computed using the midpoint of the -burden.

Source: SAFA, local educational agencies.

The data in the table show that the overall burdens and the burdens per
base-attributable child were both highest in the "Super A" districts,
and that the property tax contributions per child-from base-attributable
families were lowest in:the *Super A" districts. These results suggest
that Public Law 874 JO correct in assuming 'that the families of "A"
:children impose a greater burden on local educational agencies than'do
the families of "B "children.

f f
Burden-is-cotmensurate -with-en in three of four cases.

_

study found that the size of the burden imposed by the military bases
waswithin 20 percent of the Impact Aid ent*lemeni in three school
districts: ilellevue, Douglas, and Chambersburg. Only Escambia County's
burden did not approximate its entitlement:' the- burden in Escambia
tounty'was substaNktially less than its entitlement.

Entitlement-under -public Law 874 is the product of the locaj. contribu- .

tioh
1r70

(LCR) and the weighted number of federally-connected chil-
dren. --The LCR is an approximation of the expenditure per pupil ,which`
would have been paid fr912..lo'dal,property tar revenues had those revenues
not been reduced by Federal activities. The per-pupil expenditure
figure is either a weighted average ,of the per-pupil expenditures of
five comparable local educational agencies in the State, half the State
average per-pupil expenditure, or half the national, average per pupil
expenditure: whichever is highest.

122/ "Federally-connected children" are those who live 'with parents
either living bn, 'working-on, or both living an ,working on,
Federal property. There are_two types of federally-connected
children: an "A" child fives with a parent who both lives and works
op Federal ,,property; a "B" child lives with a parent who either
lives or works (but does not do both) on Federal property. Feder-
ally-connected children include base-connected children as weil'as
children whose parents live, or work, or both live and work; on
Federal installations other than military bases,

c:.

Ilr

4
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.

The weighted number of federally-connected children is determined from,
the different weights assigned bystatute'to each category of federally-
connected child. These weights-=in the _form-of percentages--ard de-
signed to reflect the relative property tax burdens imposed by, the
families of the various categFries of children.__ The formula multiplies`
each percentage by the number of,federally-connected children in ,that
category to find the weighted number of federally-connected children.

The size of the burden found: by the Commission Was commensurate `with the.
ditrict's,entitlement in three of the four case for both the following
reasons:

. .
, . .

a The discrepancies between the data used by the Commission and by the ,

Public Law 874 formula offset each other. (Iihese discrepancies oc-
....cu,rred in the dete mination of local,contribution per pupil. ("local
contribution rate") in all three cases. In tdditiOn, when burden was
commensurate with entitlement, discrepancies. between the 4,ighted .

number of pupil alSo occurred in the cases of Chambersburg and
Escambia County,,where the weights assigried by formula to the number
of federally-connected children did\ not. reflect the* CoMmisSion2s
estimatts-of these families' contributign to local revenue.

ler

-The variab-le-sused by the entitlementformula -to--estinvate -the
property tax burden were, for he most part, the same factors that the
Commission foUnd determined burden. The ecormAlic impact study. found,
in its four case studies, that these variables--the number of chil-
dren, the per-pupil expenditure, the fOcal share of education costs,
and the re ative contributions of different types of base' families - -
were'the st important in determining burcien. They collectively
explained most of the shortfall in property tax revenue from Federal
sources. The only variables that the Commission considered that Were
not,taken into account by the entitlement formula were the fiscal ef-
fect of alternative use of the base site, and employees' contributions
to commercial property taxes and miscellaneous *other* local-revenue.

,

Discrepanciei in
9
Data. Discrepancies between data estimated b the

,
'

Commission and by the Public Law874 formula appeared in three figures:
per-pupilexpendItures,local share of expenditures, and the -weights

.assignekl,to the different types of federally-connected children. The ,

per-pupil expenditure figure used under Public Law 874 is two years old,
but it includes Federal categorical'aid to the local educationalagengy.

iThe Commission study extracted Federal categorical funds from the Public
Law 874 figure and updated the two-year-old data. The Commiss4on
removed Federal categorical aid from'consideration of both expenditures
and revenues because the Commission's intent was to examine the Federal
impact on- current expenditur over which the 1pcal edudatiodal agency
has discretion. The study w s designed to be-consistent with Public-Law
874, which reimburses local ducational agencies on the basis of current
expenditures. .-..

.
r x

z
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The Com4ssion's estimates of per -pupil expenditure exceedqd the per-
pupil expenditure data used under Public Law 874 in ,three of the four
caseS1' The inflation in education costs between 1977 and 1979 that the
Commission's figure captured more than made.up for the amount of Federal
categorical. funds included in -the figure used under Public Law 874, but
excluded from the Commission's figure. Escambia County was the only
exception; the per-pupil expenditure figure applied under PubliciLaw 874
Alas 'higher than that found by the Commission because Escambia County
used the national. averager per-pupil expenditure in determining LCR.

The local share of education costs wastptermined Under Public Lmi 874
from the ldb4.11 share of costs in comparable distridZs. When the local
educational agency chose to use one-half the State or national average
to determine its LCR, the statute aspumed that the agency contributed
half the share of its education costs. In each of the four cases, the
study estimated a local share lower than( that determined under the
Public Law 874 formula. This discrepancy occurred because per -pupil
contributions- from State aid were invariably higher to federally-
impacted agencies than to non-impacted agencies. Moreover, the study
determined that, base- connected children., triggered more State aid than
did non-base-connected children in the four impacted districts. Because
the Commission found the State contribdting a hig r share of the costs
-of base-connected children- tharr did pile -Pubic aw 874 formula, th-e-

local share of these costs was lower In the Commission model than they,
were under the forthula.

The combination of the Commission's higher per-pupil expenditure figures
'and lower local share figures resulted in local contributionser-pupil
for Bellevue, Douglas,. and Chambersburg that Were close to the local,
contribution rates deta(m).ned under Public Law 874 for these districts.
In Bellevue and-Douglas the local contribution per pupil figures were
within f5 percent of their LCRs, as determinedby the Public Law 874
foripla; in Chambersburg, the local expenditure per-pupil was within 27
percent of LCR. In Escambia County, however, local contribution per
pupil was 62 percent below LCR.

3

The differences in per-pupil expenditure, lo6a1 share, and local contri-
bution per pupil between the Commission study and the PublictLaw 874
'formull can be seen ih the following:

Comparison of the Figuresdsed by the commission and by P.L. 874
to Compute Local_ Contribution Per Pupil and LCR, Respectively

Pqr Pupil Expend.
(PPE)

Local Share,
(LS)

Local Contribution Per
pupil /LCR (P)?E x LS)

Comm.* PL 874 Comm.+ PL,,,874 Comm. PL 874
Bellevue $1,772 $14568 .66 .81 $1,152 $1,272
Douglas 1,317 1,273 .64 77 843 975
Escambia Co. 1,414 1,560 .21 .50 297 780
Chambersburg 1,972 1,775 .58 .50 1,144 888

Average of State average and comparable districts' average expendi-
tures for fiscal year 1979.

Study's*estimates of non-State share of costs of base-attributable
children.
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In Bellevue ind Douglas, the:Commission's local contribution per pupil
figures were comparatively close to the Public Law 874 local contribu-
tion rate ,because the discrepancy Between the per-pupil expenditure
-figures and local share figures offset each-other. The Commission's
higher per-pupil expenditure and lower local she figures_ yieldedja
product of approximately the sane amount as the LCR..'

Chambersburg's entitlement was commensurate with the study's determine-
\tion of its burden despite a 27 percent difference between the COmmis-
sion's local contribution per pupil and the LCR: The Commission's local
contribution per pupil figure was higher. because both the per-pupil
expenditure and the local share figures used by the Commission were
higher than the corresponding 'figures'applied by the Public Law 874
formula ,(Chambersburg uses half the 'State average per-pupil expenditure
as its LCR). The Commission's estimate of burdeneand the Public LaW 874
entitlement were still comparable, however, because the Commission
considered base employees'. contributions to commercial property tax
revenue and to miscellaneous "other" local revenue while the formula did
not. In addition, the Commission's. estimate of the residential property
tax revenue contributed .from base employees was probably higher than
'that estimated by the Public Law 874 formula.

--The -weights in the entitlement fOrtdla reflect the assumption that
property tax revenues derive from places of residence and employment
alone. Employees living on-base are assumed to contribute no property
tax revenue, and military employees living off-base are assumed to
contribute revenue only throug4 their residences:. The Commission study,
however, estimated the commercial property tax contributions of all
base - connected employees living in the county. The per capita commer-
cial property tax contributions of base employees to Chambersburg were
the highest of all the districlLs studied both because the vastmajority
of base employees were civilian and because Chambersburg was the commer-
cial center of Franklin County. In'addition, the miscellaneous "other"
local revenues-7especially from local income taxesWere expecially high
in Chambersburg, constituting 25 percent of . locally- raised revenues.
Civilian base employees, like all residents, contributed to these,
revenues. Finally, the weights in the Public Law 874 formulaassume
that residential property tax contributions from base employees amount
to 50 percent of the, property tax contributions of non-federally-
connected employees. The Commission did not rely on this assumption and
instead estimated residential property tax revenue on the, basis of

$6,500 higher than the average salary of ot r county

residents' incomes. Since the average income of base was
$18,000 in 1979

employees- -the Commission'S method would have yielded a higher residen-
tial property tax contribution from base employees than from non-bases
employees.

The Commission's approach to estimating property tax contributionsboth
residential.and commercial--from basefamilie in Chambersburg led to
higher estimates of thelrevenue contributed bipthese families, than did
the assumptions reflected in the weights 'of the Public Law 874 formula.
,These additional revenues served to balAnce the Commission's higher

0
1
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local contribution per pupil by lowering the burden found by the Commis-
si.on model, yielding an overall burden commensurate with public Law 874
entitlement. (In gelleva and Douglas, in contrast, 'base employeps'
conti-ibutioUs ,to commercial property tax revenue and miscellaneous
'ffother""local revenues were relativelymall and their salaries more in
line with those of.non-base employees. in the area.)

In Escambia County, the Commission's determination Of burden was sub-
stIntially lower than_ the Public Law 874 entitlement as, a result of
Ecambia County's use of half the national average per-p6gt.expendl.ture
to determine local contribution rate. The national average per-p6pil
expenditure was over $100 higher than the Commission's, per -pupil expen-
diture figure, making Escambia County the only district studied where
the per-pupil exprhditure under Public -Law 874 exceeded the figure titled
by the Commission. °Far more important, however*' was the fact that the
Commission's estimate of the local share of baserigttributable expendi-
tures in EScambia County was substantially less than the 50 percent
assumed.by the entitlement formula. The Commission found that the State

* paid for 79 percent of the edudation cost of base-attributable school-
children in Escambia County-J-i percentage points higher than the
portion provided 'by the formula. The comparatillly large State coritrir
bution to Escambia County revenue reduced the local share of revenue. (0.
Thus, both-the-Ct.nmuission'tEYel=pupil expenditure figure and its local
share figure were lowethan the ,figures used under,Publid Law 874. As
a result, the bommission found a burden far less than Escambia County's

4 entitlement.

In Escambia County, as in Chambersburg, another factor contributing to
the reltatiVely low burden was the discrepancy between the weights
applied by,Public Law 874 to the number of federally-connected children
and the weights that'the Commission would have determined from the data
it used.' This discrepancy was fairly substantial in the Escambia County
study; as a result,- the Commission model attributed'more local revenue
to4Dase employees than the Public Law 874 model did. The reasons that
the discrepancy occurred were the same for Escambia'County as for
Chamberthurg: the commercial property tax Contributions of base-attrib-
utable employees was relativelyihigh; the amount of miscellaneous
"other" local revenue-sontributed by base-attributable families was also
relatively, large; and'the incomes of base employees were substantially
higher than the incomes of non-base employees in the area.

The per capita commercial property talL contributions of base-attributa-
ble employees to Escambia County were the second highest of all the
districts:etudie4 The reasons for this were twofold: Pensacola Nadal
Air Station employed a higher percentage of civilians than did any other
base but Letterkenny in Chambersburg; and E8cambia County, especially
the city of Pensacola,was the commercial center of ttle pensacola

.// Standard Metropolitan Statistical Area (SMS4).' In addition, miscellane-
ous "other" local revenues constituted 14 percent of locally- raised
revenue, a.proportioh eecond only to Chambersburg; base employees, like
all residents, contributed to thesA revenues.

O
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Finally, the Commission's ,study estimates residential property tax
contributions on the basis of residents' income and not on the Public
,Law 874 assumption that base employees' residential pr9perty tax pay-
ments amount to 50 percent of overall property tax contributions frop
,bon -base employees. Because the average income of base employees was
$15,000 in 1979 -- $3,000 higher than ehe' average income of other SMSA
employees--the Commission's approach' would have yielded a higher resi-
dential roperty tax contribution from base employees than from non-base
employees

Variables the Formula Prove to Be the Key Fact rs in Burden. ,In each
of the four case studies, the variables applied by the Public Law 874
formula largely explain the results.found by the'Commission. Those key
variables- -the number of children, the per-pupil expenditure, the local
share of educational costs, and the weighting of the contributions of
different types of base-connected families- -we're the moit.important
components of, Federal burden in the 'four districts studied. This was
true despite the fact that the data used by the Commission for those
variables differed from the data used by the Public taw 874 formula.

One factor not considered by the Public taw 874 formula that'did play a ,.
r_ole_ in _the _Commission's_resultr was the_ fi'ical effedton, they p

local educational agencies of alternative use of the base site. The'
Commipion's intent in evaluating alternative use was to compare the
present fiscal impact of the base on the local educational agency with
the fiscal impact-that alternative use of the site would have had. This
comparison was essential to a full understanding of the base's impact

7
because the site occupied. by the base would have generated revenues and
expenditures for the local educational agency if the base-had not been
established.

The study showed that alternative use in three of the four districts
tudied, had virtually no effect on the determination of base impact.

Projected alternatie use of the site would have generated just enough
,revenue to finance the cost of educating the children associated with
the site ipEouglas, Chambersburg, and Escambia County. Under alterha-
tive use, the site would.have provided sufficient revenue in the fbrim of
property tax revenue, State aid, and miscellaneous "other" local revenue
'to compehsate for the costs of the children affiliated with the site.
The site would have imposed neither a benefit Aor a burden.

In Bellevue, however, alternati/e use played a slightly Mdr$,..elgnificanit
role. Alternative use of the bade site in Bellevue was projected to be

-' largely industrial. (See Bellevue Profile; Attachment II, infra.) The
local' educational agency would have collected mar revenues from the
sitg than it would have paid out in educational xpenses because thd
'indutry on the site would have contributed -a bstantial amount of
property tax revenue, while relatively few of the employees--and their
schoolchildren--would have lived in the district.

.)
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The Commission substituted its own data into ehePtiblic Law 874 formula.
to- find out just how mudh of the Commission's results could be explained
by the variables in the formula. The product of local contribution per

4 pupil` (LCR) and the weighted number of base- attributable childfen ("fed-
erally-connected", children in Public Lai, 874) would be a 'district's_
entitlement. To determine ocal,contribution per pupil, -the Commission
used its own per-pupil expenditure and local share fiqures,,Sas reflected
in-the chart below). The Commission used the umber of base-attributa-
ble children rather than the smaller number of bage-connected children,
though it applied the same weights that were assigned in Public Law'874.

The folrowihg chart shows how rribch of the burden, was accounted Ior,hy
the variables in the Public Law 874 formula i7 each of the four case
studies:

A Comparison of Two Burdens:
The Burden Arrived At Using Most of the Variables

in'the P.L. 874 Forrfrula, and the Final Burden s e .

-- Local Con -.

tribution
Per Child

Weighted,
A of B-A-
Children

Entitlement
(million $)

(co1.1 x co1.2)

Burden
(million,

$)

Alternative
Use Surplus
(million $)

Bellevue $1,170 4;819 '$5.6 $6.3 $0.5
Douglas 1843 1,957 1.6 1.5 0.0
Escambia Co.

.

297 ,. 5,242 1.4 ' 0.7 6 0.3
Chambersburg 1,144 ', ' 983 1.1 0.6 0.0

Tg.e local contribution pe r pupil is comparable to the LCR in Bellevue
and Douglas; it is slightly higher in Chambersburg and substantially
lower in Escambia County. The weighted number of base-attributable
children is substantially'higher for Chambersburg and Escambia County
than the weighted number of base-connected children determined under the
Public( Law 874 ebrmula. This is because the Commission includes the
!number of induced children in its count, and in Chambersburg and Escam-
bia County the number of induced children is relatively,high.

4

The weights used by the Commission in.this chart are the same weights
that the Public Law 874 formula uses to estimate entitlement. When the
Commission-determined, entitlement, plus consideration of alternative
use, still does not equal the burden fourld by the Commission, it is

because the weights assigned under Public Law 874 have not taken into
account the contributions to commercial property tax revenue and miscel-
laneous "other° local revenue, nor have they considered residents!
income in estimating sesidenti$1 property tax payments of bade-attrib-
utable families. In Chambersburg and Escambla,County, the weights
assigned under Public Itaw 874 do not correspond with., the Commission's
estimates. The commercial property tart contritmtj.ons of base-attributa-
ble Eirmilies to these districts ..Se subsCantial 'because in both dis-
tricts there are a large numb of civilian base employees who-dc all
their shopping off-base and m st of_i$ within the distriot. In addi-
tion, miscellaneous "other" 1 cal revenues comprise a higher portion of

,
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.locally- raised revenues in these districts than the other twp.
Finally, the diffetences between the .incomes of b se employee's and
ndn-base employees in the area are particularly sharp in these two
cases.-

ft

-

The chart' confirms the point that the variables inthe Public Law 874
formulakexplain the bulk .of the" Commission's results in-most of the
cases,. 'The only variables that the Commission ccmsiderp that are not
,taken intb aacount by the forula are alternative use, commercial
property taxed, and miscellaneous "pther" local-revenue.

The Role 4:7.6 Multipliers. A disting king feature of the economic
impact mOdel. is its use of earniggs nd employment multipliers to.
estimate the -induced affects of spending by base employees, The model
incorporated multipliers to capture the effects of the base on
the area and ultimately, the local educational agency. The induced
effecta'are triggered by the spending of base employees: the commercial
sector hires employees to accommodate this increased demand for goods
and services, and these commercial sector employees are paid- for their
services. 4The newly hired commercial employees spend part of their
incomes on goods and services-=purchases that in turn increase_the
demand for more employees in the commercial sector. The process
continues until the initiallmoney paid to base-connected employees has
increased, both the income and the number of ,employees in tfie,

The model uses the earnings multiplier to determine the amount Of income
in the area that is attributable to base employdes. This base-attribut-
able incbmelNqludes the personal income of base familiet and the income
induced by the spending of these families. Base-attributable income is
then used to determine the share of property tax revenue that is ac-
counted for bybase employees.

-168--

a

Theemployment multiplier go. used to compute the total number of employ-
ees in the area that is attributable to base employees. The number of
base-attribktable employees includes the number of base employ&es, their
working spouses,. and, the number of emlirOyees induced by the spending of

families. 4The number of schoolchildren associated with induced
employees living in the district is then calculated and added to the
number of base-connected children to find the total number of children
that are in the district as a result of the base. The number of thope
base - attributable schoolchildren ii then Mukeiplied by per-eupil eeph-
diture to determine the amount, of local educational agency exp4ditures
attributable to the baie.

Multipliers are.applied militaryincomes of militarnd civilian employ-
ees, Non-Appropriated Fund personnel, and employed military dependents.
The size Of the multiplier applied to each category of employee is

different because. of the different spending\patteu.of eacfi, type of
employee.- The most important difference is 4etween the spending pat.-

te*,of military and civilian employees: civilian employees induce more
income and employment in the area because they do more of their shopping
in the local ceconomy. Not as much military income circulates.. in the

21L
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local economy because some' of it is spent at commercial establishments
on the base itself. 'Consequently, the civilian multipliers are larger
than the military multipliers.

411The,C6Mriassion relies a range of multipliers developed by the Bureau
of Economic Analysis an applied it to each area., This rangempoirm,
the gamut of possible mul pliers that could apply to a cominumfiy.
One exception to the Commission's lise of the Bureau of Economic Analysis.
multipliers *Was Douglas Schtlol District, where the study's own data
were used to calculate multipliers. Douglas was treated differently
because 'he small size of the commercial sector in thertirrisit resulted
in induce4,effecta that were too small to have been captured by BEA
studies. -1U'

.

In the Commission model, the multipliers ultimatliy ht very little net
effect on the financeb Olka local educational ency: in-fact, they
offset each other. Though the sizes of Multipliers for different types
of employees differed, the jaployment and earnings multiplier.applied by
the model to each type of employee ikre of approximately the same size.
This reflects the findings of the Bureau of Economic ,Analysis that :the
size of the multipyal effects on income and employees in an area were
of comparable size.--

Employment and earnings multipliers of similar size meant that the
percentage of base-attributable income that was induced was about the
same as the percentage of base-attributable employees that were induced.
Base-induced income `resulted in increased property tax revenue for the
local' educational agency' because part of that income was spent onf
housing.and.at commercial establishments in the district. However, the
base-induced employees resulted in increased expenditures fog the local
educational agency because:their schoolchildr n imposed education costs.

176/ The Commission model used the earnings and employment multipliers
developed by the Bureau of Economic Analysis qBEA), Department of
Commerce', for application to military lases. BEA has achievd the
c pacity to determi'n military base multipliers for any county in
the country: Earli
the Department
approach for det
These Federal age

is year, the BEA methodology was adopted by
se.and domestic agencies as the standard

g secondary impacts,of defense realignmetts.
use the BEA methodology for'economic adjust-

ment purposes.

TRe Bureau charges -$5,000 to compute regionfili. impActs for each
a military base. 1The Commission chose to forego this expense and

apply a range to each area.
177/ The Commission used data on retail sales in BoxElder and in the

general area to compute its multipliers. The original calculations
were made necessary by the fidt that none of the establishments
purchased any of their intermediate` goods from other stores in the
district. (The Commission verified its method with BEA.)

178/ Joseph:Cartwright & Richard Beemiller, Bureau of Economic Analysis,
The Regional Economic Impact of Military Base Spending 20 "(NDV.
1979).
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the multiplier effects of base employee spending, t refore, resulted in
induced income and employment that ultimately affect both the revenues
and expenditures-of the loc'al educational agency. Because the size Of
the earnings and employment multipliers were about the same/ the model
found that the base-induced effects do revenues and expenditures ulti-
mately offset each othery resulting in little net impact on ale finances
qf the local educational agency.

The Range of Results. The pact of each base is expressed as a range.
The results for three of t e case studies were within a range of $0.1
million, and in the fourth case, $0.2 ion. The span results from
the use of data that the stud incorpor d not as a single figure but
as a range to encompass all conceivable possibilities. The data ex-
pressed as a range include the following:

1) Per-Pupil Expenditures. The model applied to each casestudy two
estimates of per=ppil expenditure: the average of the comparable
diitricts' per-pupil expenditure and the State average per-pupil expen-
diture. These figures wve%used to estimate what the agency's per-pupil
expenditures would have, been if iti469 not received Impact Aid nor had
to pay for base- connected children.

179/ The Commission tested the sensitivity of the model to per-pupil
expenditurestbk determining what per-pupil expendifture figure would
have to be used in each Case study' to change the outcome of the
,base's impact from a *Arden to a benefit. In three of the four
'cases, the per-pupil expenditure figures that changed the outcomes
wer9 so deviant that no district in the State had per-pupil expen-
dfrfures gif that size. In the fourth case, only ten percent of the
districts in the State had a per-pupil expenditureifigure of that
size.

The Commission also tried inserting the national average of per-
pupil expenditufes because it is the only other conceivable per-
pupil expenditure figure that could reflect what a dWrict really
spends: The purpose was to see whethen any legitimate figure that
could have been used in the study would change the outcome that the
burden of the base in three of four cases was 'commensurate with
entitlement. The use of the national average of per-pupil expendi-
tures--rather than State averages and the'average of the five
comparable districts--had only a slight effect on the outcome. Tne
burden remained commensurate with entitlement, The range of
comparability was slightly widened, however:using just comparable
districts and State averages; the three burdens fell within a 21
percent, range of entitlement; when the national average was also
used_the burdens were all within 30 percent of entitlement.

The reason for the limited effect of the choice of the per-pupil
expenditure figures--the average of the comparable districts, the
State average, and'the national average--on the results is that all
the,figures applicable to any district studied were within 21
percent of each other.



2) Multtpliers. The model applied a range of earnings and employment
multipliers, obtained from the BureaU of Economic- Analysis, to Asveral
categories of base empldyees. A range was used to save the expense of
.contracting, with the Bureau to determine multipliers for each dis-
trict.

3) Alternative Use. The. Commission requested that local planners and
land-use experts make their projection's of alternative use in the form
of.a range so that beach Could make his projections with as much Conti-

/ Bence as possible and, a consensus among them could more easily be
achieved.

Summary. Even.thoggh the Commission conducted only four case studies
and ulp evidence it far from conclusive with respect to all Federal
activities, these studies do _not support the assumption made by the
Education DepartRIent_that there.,are net economic benefits to localities
from Federal activities. The- results certainly -indicate that policies

.ought not be made OnYthe basis of that aSsumptiin. 1

The model developed by the'lCommissio needs further testing and should
be adapted so that the .effects of .86er Federal activities on local
educational agencies can be determined. Should'the concepts used in the
case study method prove to.be valid ,indicatdrs of Federal burden an
aggregate study model could de developed.

4

4

These instruments would provide empirical evidence about the burdens and
benefits of Federal activities-- making unsupported assumptions unneces-
sary and inappropriate in policy making.

Forese reasons, the Commission 'recommends that the Education Depart-
ment' develop and use a model to 'measure the burden caused by Federal

---ractivities.
1,

The following section of this: phapter contains profiles of the four'
districts studied with the Camifiission's economic impact model, and a
more intensive examination of the result's,. --0

t.
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1) Bellevue School District, Bellevue, Nebraska

. .*
Introduction

/Bellevue School District is.an independent, heavily impacted district.
About two-thirds ,D the children enrolled in Bellevue schools are fed-
erally- connected.. /Most

of the federally-Oonnected children live on
Offutt Air Force Base and are "A" children, so that BelleVue qualifies
as a "Super A" district. Since more than 50 percent of t1 enroll4ent
consists of federally-connected children, Bellevue is eligible to apply
for an increased entitlement under Section 3(d)(2)(B) of Public Law 874.
Prior to fiscal year 19814 it had not done so.

Bellevue's Public Law 874' entitlement for fiscal year 1979 was $6.07
million, of which $6.04 million was accounted for by children connected
with Offutt.- Bellevue received $5.19 million in Public Law 874 funds
thSt year.

N
The Area

Geography. The town of Bellevue, with a population of about 23,500,
covers most of the northern part of the district and extends slightly
beyond the northern border. The southern portion of the district is
predominantly rur- Abutting the town of Bellevue to the south is
Offutt Air Force Base, which lies entirely within the district.

Jr

The.diArldt is part oft he Omaha, Nebraska metropolitan area, or Stan-
...; 1111/

Stan-
dard Metropolitan Statistical Area (SMSA)e--- /OmahaOmaha is on the eastern
bordwof Nebraska, separated from Iowa by the Missouri Rivet- The
metropolitan area encompasses three counties--Douglas afl Sarpy Counties
in Nebraska', and Pottawattamie

C114

nty across theeeastern border in Iowa.
Offlitt Air ,Force Base lies abo ten miles south of downtown Omaha.
Bellevue, which is in Sarpy County, is the third largest towd'in the
Omaha metropolitan area. (See Maps 1, 2, and 3, infra.).

Transportation. Bellevue is bordered on the east by the Missouri River
and lies just, north of the Platte River and its confluence with the
Missduri. Two interstate highways, Interstates 80 and 29, intersect in
Omaha to the northlU.S. Highway 73-75 runs north and south, connecting

Ile
t

180/ "Federally-connected" children are those who live with parents
either Xiving on, working on, or both living and working on Federal
property.. There are two types of federally-connected children: an
"A" child lives with a parent who both lives on and works on
Federal property; a "B" child lives with S parent who either lives \
on or works on (but not both) Federal prQperty. Federally-toonnect-
ed children include base-connected children as well as children

'whose parents.. live on, work on, or both live and work on Federal
installations other than military bases.

181/ A Standard Metropolitan Statistical Area is a county (Or a group of
contiguous counties) in, which there central city having a
population of at least 50,000.

a
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Offutt Air ForcetBase, Bellevue and Omaha., State Highway 370,,,the only
State highway running east and west through Sarp71 County, runs through
downtown Bellevue nortiof the base. (See Map 4, supra.),

The metropolitan area, served by nine railroads, is the fourth largest`
rail center in the n4tion.4 Burlington Northern, the.longest railroad
system in the United States, passes within one half mile of Offutt to
the east and runs along the eastern border of the city of Spllevue: The
Missouri Pacific Railroad, wbich'connects Canada aria Mexico, runs along
the wesVgrn portCon of the base crossing through northwest Bellevue.

The closest commercial...general aviation facility is Eppley Airfield,
which is owned by the Omaha Airport Authority. It is located northeast
of downtown Omaha near the-Missouri River.

The ECOnomy. Tables I and II provide an overview of demographic and
economic developments in Bellevue and the surrounding area:

TABLE I
.

Economic Development, Omaha Area and U.',
Total Population and Employees By Sector, 950 -78

(numbers in thousands)

- .
04 Percent Change,

Earliest-Most
Rece Year

POPULATION 1950 1960 1970 1 1978
Bellevue 3.9 8.8. 19.4 23.5 2.06
'Omaha SMSA 366.4 457.9 540.1 581.7 58.8
U.S. 151,13X1.8 179,323.2 ,204,335.0 218,717.0 44.5

,11;,CTURING 1963 1972 1977
ellevue NA NA NA NA NA

Omaha SMSA 30.6 35.1 38. 13 34.7 13.4
U.S; J6,125.6 16,958.4 19,026.8 19,596.9 21.5
RETAIL* 1954 1963 1972 1977 -
Bellevue 0.1 0.3 2.2 2.4 2,300.0
Omaha SMSA 26.0 28.6 39.9 44.8 72.3
U.S. 8,845.9 10,118.1 12,990.4 14,89 .2. 68.4
SERVICES* 1948 1958 1967 19.7
Bellevue 0.0 0.2 0.4 0.4 t
Omaha SMSA_ 5.8 t 11.8 14.8 26.0 348.3'
U.S. 1,902.11 3,864.5 5,029.0 8,172.0 329.6
AGRICULTURAL* 1950 1959 1969 1974
Bellevue NA NA NA NA . NA
Omaha SMSA' 6.8 5.5 3.9 3.3 51.5
U.S. 6,966.2 5,294.7 3,384.6 3,026.7 56.6

likariployment in these sectors is the sum of the number of establish-
11-ments and the number of employees. It is assumed that there is one
proprietor per ,estfthlishment. (Proprietors are excluded from
data on employees.)

t Rounding of numbers precludes meaningful calbuldtion.
NA Not Availdble.

Source: U.S. Census

2 A.

r.
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Employees b

TABLE II'

1 '

Sector as Percent of Total Employees,t
.Omaha Area and U.S.
parentheses indicate latest yeast

which data are available)
(figures i

f

*A(, (74) 44.ANU (77) *RET (77) *SERV (77) TOTAL
Bellevue NA . NA NA NA NA
Omaha 3.0 . 31.9 41.2 23.9 100.0

U.S. 6.6- 42.9 32.9 17.9 '100.0

t Total employees is the sum of employees ifi each sector for the latest
year8for which data are available.
Employment in'these sectors is,the sum of the number of establish-
ments and the number of employees. It is assumed that there. is one
proprietor per establishment. (Proprietors are excluded froethe data
yn employees.)

Source: U.S. Census

*

These data reflect the following developmenti:

Believue's rate of pop$Wion growth is running far ahead of the

'has
and Omaha metropolitan area ave;ages. -Beilevuers population

' has increased five-fold over the last three decades., while the popula-
tion in the Omaha aria has increased byk 59 percent and the United
States population has-grown by 4g percent.

The number of Omahi,employees in the service and-retail sectors is
increasing at a rate faster than the national average, while the

number in manufacturing has recently decreased. 'r

',Iv k

Employment in Omaha is distributed fairly evenly among the manufac-
turing, retail, and service sectors. 7; small percentage of the labor
force is employed inagriculture.

The School District-

For the last two decades, federally-connected children have conqpituted
a high proportion of the overall student population. As the following

table showsr federally-connected children have constituted at least
two-:thirds of the enrollmentin the district since 1960.

Number of Tot4,,apd Federally - Connected Children,
Bellevue*!rol District, 1960-1979

1960 r 1970 1979

'Total ADA* \:;,,Az(4, 3,283 10,421 9,191

ft derally-connected ADA%-:,6.2,374 8,,038 6,073

* Average daily attendanc

Source:' SAFA.

r



4

j

-179-

Bellevue School District had an enrollment of 9,191 pupils in fiscal.
ye'r 1979, of whom 6,073, or 66 percent, werefederally-Connected. Of
these federally-connected children, 6,005, or 99 percent,, were connectedir_
with Offut Air Force Base. Of 'the federally-connected dhildren,-3,256
were "A" children, the children of military parents living on base..
Since the number of "A" children constituted 35 percent, of the overall
enrollment, the district exceeded the 20 percent requirement for quali-
fication as a "Super A" district.

The "B".,children, whose parents worked but did.not live on Federal
property, numbered 2,817, or31 percent of the enrollment. Of these "B"
children, 2,749,' or 98 percent, were connected with Offut Base.: 'About
80 p4rcent of these "B" pupils were'the children of military parents.

182/'The composition of'Bellevue's base - connected--- student population in
fiscal year 1979 is reflected in the following table:

Composition of Base-Connected Children,
Bellevue School District, FY 1979

Total ADA 9,191
Federally- connected ADA 6,005

" Children 3,256
ilitary "B "-Children 2,259
ivilian "B" Children 490

Source: SAFA

With such a high proportion of base-connected ch4dreC, the Bellevue
district is heavily dependent on Federal revenue for the maintenance and
operation of.its schetols. Impact Aid provided $5.2 millcon in fiscal
year 1979--36 percent of the local educational agency's general revenue.
This funding was 15 percent lesSthan Bellevue's entitlement, which was
$6.07 million in fiscal year 1979. 'Federal categorical aid added
another $0.3 million. .State and local revenues provided the remainder
of-the revenue lc roughly equal proportions. The State contribution was

-_.$5.1 million, or 35 percent of total revenue, while Bellevue raised
$4.0 million, or 27 percent of its revenues from local sources. This
relationshle is` shown in the following chart:.

122 /,"Base-connecte0,.children are those who live with parents either
living on,'workincvon, or both living And working on a military
base. There are two types of base-connected an "A" child
lives with.a parent who both lives and wort oda military bdseisa

""B" child lives with a parent who either lives or, works ,(but not
both) on a military base. Base-connected children do not include
those federally-connected children whose parents- live, work, or
live and work on Federal installations other than military bases;
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Sources of Education Revenue,
Bellevue School District, 1978-79-7'

4ource: Bellevue School District.

T

Bellevue raised virtually all of its local revenue from the property
tax. About 89 percent of these revenues derived from real property
sources such as landeand buildings. Bellevue also taxes personal

property. Revenues from these sources provided 11 percent of Belleyue's

property tax returhs:

Bellevues average per-pupil assessed valuatiorOlas hifillorically been
among bhe,lowest in Nebraska. Bellevue's assessed valuation per pupil
of $8,836 in 1979 was the second lowest of the 297 unified districts in
'Nebraska.. The average assessed valuition per pupil of $30;669 in
Nebraska was 247 percent .higher than BellIvue's, according to the
Nebraska State Department of Education.

Bellevue's mill rate. was 42.59 mills in fiscal year 1979, a rate less
than the median mill e in the State, which was 47.61 mills.

The Base
4%4

The cast majority of Bellevue's 14,105 employeeS--About 90 percent of
them are military. The base payroll was nearly $300 milliori in 1979.

The numbe of base employees has 'grown ste adily o ver the last two de-

cades, fueled largely by increases in the number of military employees.
The-following table reveals this trend:

"Number of Employees at Offutt Air Force 'Base, 1960-79*

N; 1960 1970 1279,

Tbtal -9,573 13,408 1465
jitary .

ilian

8,347 11,32 11,726

1 6 1,776 2,439

It

*'These figures do. not include contractors or Non- Appropriated

fund employees.

'OP Source: Department of De se
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Virtually _all Offutt employees lived in the Omaha metropolitan area. Of
the 14,165 employees, 5,006 lified on se, either in barracks, family
housing, or mobile homes. Another 3, employees lived off base in the
Bellevue School District. Of theam oyees living in -the school dis-
trict, 72 percent were military. The average salary far-both military
and civilianemplOyees wasa$15,000 in 1979. This exceeded-the average
salary for non-base employees in the SMSA, which was $11,000.

There are a neber of commercial establishments on base':\incliiding the
. .

PX, commissary, clubs, and 'liquor stores. On-base sales totaled $S3
million in 1979, which was 43 percent of the total retail sales in
Bellevue'.

ele
Results of the Economic Impact Study for Bellevue School District

The following table summarizes thp,results of the economic
for the Bellevue School District.-1

4. ,Se n Nem

Expenditures

impact study

Alternative Use

(millions $)

$2.7 -$2.8 "

$2.7 -$2. -8

Se

Per-Pupil Base-Attributable
"fnditures (millions $)

Comparable districts $1,769 * $11.8-$11.0

State Average = $1,775 $10.8-$11.1

Revenues

$2.9-$3.1
40.2-$0.1

$0.1-$02

------
. .

Property taxes $1.0 -$1.1
State aid $3.7 -$3.8

.Miscellanaas "other"
local revenues $0.4-$0.4 .

Total $5.1-$5.3 $3.2-$3.4

Burden
1,.

-.;
Net Burden = (Current burden - Alternative use burden)

........ = (Current expenditures - Curient zevenues) .

- (Alterntive use expenditures - Alternative use revenues)

.0" Lower Bound Upper Bound
(millions $) (millions $),

C5rTIparabl9 PPE: (10.8-5.1) - (2.i-3.2)' , (11.0-5.3) -.(2.8-3.4)
$6.2 $6.3

State avg. PPE: (10.8-5.1) - (2.7-3.2) (11.1-5.3) - (2.8-3,4)
$6.2 .$6.4

ti

Entitlement accounted for by pffutt Air Force Base = $6.0 million.

* Figures rounded for clarity. Those used in'text are'.the midpoints.

I



Vt

-182-

The study found that Offutt Air Force Base imposed a fiscal burden on
Bellevue of between $6.2-$6.4 million in 1979.. Bellevue's Public Law

0 874 entitlement was $6.0 million that year as a result of pupils conk
nected.with Offutt. The midpoint of the burden estimated by the Commis-
sion's study, therefore, was within five percent of Bellevue's Public '
Law 874 entitlement.

Offutt imposed a burden primarily because its employees did not, generate
enough revenues to cover the costs of educating their children. In

particular, the employees failed to contribute as much property tax
revenue as non-Federal employees paid. Families attributable to Offutt
contributed as much to the other sources of revenue-- particulatly State
aid and miscellaneous "other" local revenue - -as families not associated '"we

with the base.

In addition, approximately $0.5 million of Offutt's burden, or ten
percent, resulted from the determination that

of
would have

received a fiscal 'surplus from alternative use of the site, given the
same assessed valuation practices, mill rate, State aid foiMula, and
per-pupil expenditures that are in effect today. The agency would have
benefited from alternative use because a large portion of the site
have been used for industrial purposes. (See Attachment II,' i
Bellevue has had to forego that revenue surplus as a result of the
presence of Offutt Base and, the study found, has suffered fiscal
burden as a result.

Bellevue financed 6,168 pupils attributable to Offutt 'at a cost of
upils associated ,with Offutt imposed costs of

$10.9 million on the local educational agency in 1979.

The employees associated with the base, however, contributed only $1.04
million in property tax revenue- -nine percent Of the costs of educating
their schoolchildren. They paid another $0.4 million in miscellaneous
"other" local revenue,- which included interest earned on .investments,
fines.and licenlIncees. Together, the, local tax contributions of
base-attribUtable---lemployees covered 13 percent of the costs' they
imposed. In districts throughout Nebraska, in contrast, local revenues
comprised 74 percent of total revenues, a difference of 61 percentage
points.

Bdse-attributable employees in Bellevue contributed substantially less
property tax'revenue'per pupil thad did other employees in the district.

183/ "Base-attributable" refers to the- sum -of "base-connected" and

flbase-induced," and applies to employees, their schoolchildren,
their incomes, and their families. It also-applies to expenditures

and to revenues of the local educational agency that have been
-ascounted for by base-attributable families. "Base-induced" refers
to thae employees (as well as.to their schoOlchildren and income)
in the commercial sector who were hired to accommodate the spending
of base employees.'
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Base-attributable employees contributed $1.04 million in property tax
revenue and were responsible for 6,168 children in the Bellevue district
in 1979. Their,per-pupil property tax amounted to $169. Other resi-
dents in the district paid $2.3 million in property taxes and accounted
for 3,023 children, a per-pupil property tax contribution of $764. TA
per-pupil property tax contributions of non-base-attributable families
lwere.4.5 times higher than the contributions of base-attributable
families. ,

The pro, rty tax `shortfall attributable to Offutt occurred chi4fly
because the 'places of employment, 'residence, and shopping for many of
its employees .were taxempt. Of the 14,487 employees (including
contractors) who worked at the base, 5,006 actually lived on base or in
tax-exempt mobile homes and paid no property taxes on tA.tr residences.
Another 4,235 employees lived off base in the Bellevue School District.

Furthermore, 70 percent of the employees living in the district, were.
military employees with shopping privileges at the commercial establish-
ments on base. The,$53.4 million in sales of Offutt establishments Was
equal to 43 percent of the sales of establishments in the town o
Bellevue.' These on-base'establishments, like the rest of the base,
tax-exempt.

,
.

Finally, the Soldiers and Sailors Relief Act exempts military employees

C14.

who declare residency out of State from paying personal prope ty taxes
in' Nebraska on automobiles, -recreation vehidles, and mobil homes.
Because military employees have the option of declaring residency in
States withouttpersonal property (or income) taxes, very few Offutt
employees actually paid personal property taxes in 1979.

,--

ate aid per pupil was higher to BITIevue than to the rest of the
St : Bellevue received $555 per pupil in State aid, compared with $341
per p pil other local educational agencies throughout Nebraska.
Nebrask rmula 'increases aid-as the assessed yafuation per pupil in
a distric ecreases: the assessed valuation per pupil in Bellevue Was
$8,836 in 1979, substantially below'thqkState average of $30,669.

the amount of State aid to _Bellevue that was triggered by base-attribut-
able families.,was even higher than that accounted for by non-base
families in the District. The study determined that the assessed
valuation per pupil accounted for by base-attributable families was
$4,106--a figure substantially lower than that associated with other
families in the district because the places, of employment and frequently
residence and shopping of these families were tax-exempt and therefore
not assessed.' Byiserting into the State formula the number of base-
attributable ppils and the assessed valuation'associated with base-
attributable employees" residences, shopping, and places of employment,
the study determined that base-attributable families' accounted for
$3.8 million 4m State .aid. Because 6,1'68 base-attributable children
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attended school- in the district, the amount of State aid per pupil
triggered by these families amounted to $613--$175 more than the
average of non-dse-attributable familibs, which was $438.

The following table compares the per-pupil revenue cantributions of
base- attributable families and other families in Bellevue:

Per-Pupil Revenue Contributed by Base-Attributable and
Non-Base-Attributable Families, by Source, FY 1979

Base-Attrib. Non - Base- Atkib.

$ 764

$ .438
67

Property, Tax Revenue/ADA $169
State Aid/ADA $613
Misc. "Others Local Revenue/ADA $ 67

Total $849 $1,269
r

The table shows that the additional State aid triggered by base-dttrib-
utable families was substantially less than the shortfall in their
property tax contributions. Thus, the bur-den found by the study appears
to be the result of the failure of base-attributabe families to con-
tribute as. high a shire of'property tax revenue as diaother families in
the district.

The correspondence between the Commission's finding of a $6.3 million
burden and the Public Law_ 874 entitlement of $6.0 pillion for Bellevue
stems chiefly from two factors:

The data used by the Commission and applied by the Public Law 874
formula proved to be similar. ,The local contribution per pupil
("local contribution rate,* or' LCR) ffgures were approximately the
same because discrepancies between data used to compute the figures- -
per -pupil expenditure and local share of expenditures -'were minor. In
addition, the figures for weighted number of puplli were similar
because the size of the commercial property tax contributions and
miscellaneous Pother" local revenues conferred ,by base - attributable
fpailies"a consideration that was taken into account by the Con
srdn model but not by the Public Law 874 formula--was very sma

.45-The Public Law 874 formula captured virtually all 'the patterns of
Federil impact that 'the Commission found applied to Bellevue School
District. The Commission found that insertion of its data into the
Public Law 874 formula, resulted in an estimate of entitlement within
ten percent of-the Commission's final determination-of burden. The
variables- in the formula therefore e*plained most of the burden found
by the Commission.

The Public Law 874 'formula determines entitlement by multiplying the
local contribution rate (LCR) by a weighted number of federally-connect-%,

4r_ ed children in the various categolfies for which provision is made in the
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law. BelleVue'S local contribution rate in 1979 was $1,273--arrived at
under the. Public Law 874 formula. by multiplying the per-pupil expendi-
ture of Bellevue's comparable distriFts by the local share df current
expenses in those districts. The Cpmmission found that insertion'of its
own data into the Public Law 874 formula resulted in a local contribu-

.tion of $1,170 per pupil.

The
was

the

4

following table shows how the local contribution rate for. Bellevue
determined under current law and what that rate would have been if
study's data were used:

Local Contribution Per Pupil and LCR, Determined Using
Commission Data and P.L. 874 Data, Respectively

cf. r
1

`Per-Pupil (Local
Expenditure !Share

Commission $1,772 10.6e
P.L. 874 1 $1,568+ 10.81

Local Contribution
Per Pupil/LCR

(PPE x Local Share)
$1,170

$1,273
s

**The'Commission 'figures represent the mi4point in the range of data
determined and Ailed by the study.

-

+ Bellevue determined its per-pupil expenditure under Public Law 874
by taking the weighted average of the per-pupil expenditures for
1977 in five comparable districts approved by the Office of Educa-
tion.

1' Study's determination of non-State share of cost of base-attrib-
}:table pupils.

The Commission's determination of local contribution per-pupil differed
by less than an percent from the local contribution rate under Public
Law 874. The reason, n effect, was.that.the discrepancies between the
data applied by-the OUblic Law 874 formula and the' data used by the
Commission offset,eadh.other. ,The pei-pupil expenditure used by_the
COMmission was higher than that applied by the Public Law 874 formula,
while the Commission's local share of these expenditures was lower than
the Public LaW 874 figures.

The per-pupil expenditure figure used by the Commission was higher than
that used under Public Law 874 beFatBe the Commission's data were more
current. The C6mmissionlused fiscal year 1979 data from Bellevue's
'comparable districts and from the State to estimate Federal impact in
fiscal year 1979; the Public 4aw 874 formula, meanwhile, applied. per-
pupil expenditure-figures from fiscal year 1977 to estimateNBellevue's
entitlement for fiscal year 1979. This two-year-old data did not
reflect the cost increases that occdrted between 1977 and 1979.

On the other hand, the Cordmission's estimate of the local share of
current expenditures--whiE amounted to 66 percent of total expendi-
tures--was lower than the, etermination of localshare made under the
Public Law 874 formula. The discrepancy resulty from tIle different
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approaches: the Commission estimated ,the- local share of _Bellevue's
current expenditures for base-attributable children'within the district;
the Public Law 874 armula applied the local share of curreht expendi-
tures for all children, in Bellevue's comparable districts. The State
share of current expenditures was higher (and the local share lower) for
base-attributable pupils in Bellevue than it was for the children in the
comparable districts. The State formula inINebraska increases aid- as
the per-pupil assessed valuation in a district decreases; because the
assessed valuation pet pupil associated with base-attributable families
in Bellevue was lower than it was for families in the comparable dis-4
tricts, they triggered more State aid. The assessed valuation per pupil
associated with Bellevue's base-attributable families was 4,106--

-
substantially lower than the $29,874 for families in the comp table
districts. Base-attributable families were %associated with a lower

per-pupil assessed valuation because their families work and frequently
live at Federal facilities that are tax-exempt and therefore not as-

.,

sessed at all.

4

The Commission estimated the local'.share-by first_ determining the
current expenditures imposed by base-attributable children and the State
revenue triggered by Vse-attributable families. The Commission then
divided the difference between the two figures by base-attributable
current expenditures to arrive at local share. (Local'Share (Expendi-
tures, Base-Attributable - State Revenue, Base-Attributable) ÷ Expendi-

.

tures, Base-Attributable).

Consequently,. the Commission's higher bier -pupil expenditure figure and
lower-local share neat-ly offset each -other in yicleling a-local -contribu-
tion per pupil that was within ten percent of the local contribution
r .ate applied by Public ,Law 874 to Bellevue.

The Public Law 874 "formula determines entitlement by multiplying the
local contribution rate by the weighted number of federally-connected
children. The weigh s assigned to,each child differ on the basis of the
statute's estimfiT o the relative property tax burden imposed by each
child's familye

--"4
184/, Children of military,,parents living on base are assigned a weight

of 1.0 according to the rationale, that their parent o contribute%no
property taxes to the local educational agency; 'ESildren of mili-
tary parents living oft base, on the other hand, are assigned a
weight of 0.5 on the ground that their' parents pay property taxes
on their residencelpewhich are assumed to account for,50 percent of
all property tax revenues. Other weights are assigned to pupils
whO are the children of civilian employees, and their weights
differ 'according to whether their parents live, in or out of the
county. Finally, still other weights are assigned to those chil-
dren participating in special education programs. The Commission:.

assigned'induced children;a weight of 0.45, the same weight that is
given by Public Law 874 to children of civilian employees who work
in the'county. ,e
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-The :ccamisei considers these property tax contributions from base-
attributabl families but also takes into account their contributions to
commercial property tax revenues and localnon-property tax revenues.
If the C ission model were to incorporate these revenue contributions
into the Pubaic Law 874 fdrmula, the effect would be to lower the weight

-applis by Public Law 874 to measure burden., tb-

To 'etermine how well the variables in the,gublic Law 874 formula
ca tured.Federal impact as measured by tn.-Commission model, the Commis-
s on estimated entitlement by inserting its own data into the Public Law
74 formula. The two inserted variables--somewhat different from those
actually applied to Bellevue' by the (formulawere the Commission's
determination of the local contribution per base-attributable child and
the number of base- attributable ch.ildren.using the weights assigned to
these Childrih by Public Law 874. In detwOning the number of chil-
dren, the Commission included base-induced---(children in the district
as well as children directly6connected to the' base. The Commission
incorporated induced employees and their schoOlchildren into all calcu-
lations of base effects on expenditures and revenues.

,

A comparison! of the determinations of entitlement using Comm-- data
and data provided under Public Law 874 yields the following results;

1;0 )tlement, Determined with P.L. 874 Data and
=mission Data (Using P.L. 874 Weights)

Public Law 874.

Local Contribution Rate '$1,273

Weighted Number of
x Base-Connected Children' 4,746
= Bntitlement $6.0 million

-Commission,

al Contribution Per
Base - Attributable Child $1,170

Weighted Number of
x Base-Attributable Children 4,819
= Entitlement

This $5.6 million figureLeached by inserting Commission data into the
,Public Law 8.74/ formula--is 11 percent below the Commission's final re-
sult of a $6/4 million burden. This closeness suggests that the Public
Law 874 formula captured most of the same dynamics of'Federal impact
.that the Commiss -ion found were taking place in Bellevue.

The $b.7 million difference is mostly the result of the budget surplus
of $0.5 million that would have accrued L.f the site were to have been
used by the private sector and elxed at the current mill rate. The
Public Law 874 formula does not. tale into account alternative use of ,the
baser'hte... The Commission model treated this surplus as an increased
burden bpcause the local educational, agency could have been that much

'185/. See note 183, supra, regarding the term "base-induced."

ti

Y
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better off if the base had not been established. The remainder of the

differe ce between the entitlement determined yith Commission data and
the 'C ission's burden resulted from the Commission's consideration of
the contribution to commercial property taxes and miscellaneous "other*
loct revenues_of_base7attibutable employees.

The Commission's determination of burden was commensurate with Belle-
vue's entitlement under the Public Law 874 formula because data used by
the Commission's study proved to be comparable with data applied in the
Public Law'674 formula, and because the variables in the formula cap-
tured most of the Federal impact. The Commission's results showed-that
the data on per-pupil local contribution that was used in the Public Law
874 formula waLwithin ten percent of the data arrived at by the Commis-
sion. The results also suggested that the variables in the formula
itself explained about 90 percent of the impact of Offutt Air Force Base
on Bellevue. LThe remainder of the Commission's_ result was explained
chiefly by the alternative use surplus, which was not taken into account
by the Public Law S74 formula.

Results of Alternative Use; Bellevue

The study reckons that Bellevue would have received a budget surplus
under alternative use of the site now occupied by_Offutt Air Forde Base.
The revenues contributed by the site would have exceeded the expendi-
tures reguirel for schoolchildren associated with it by $0.5 million.
Virtually all the revenue would have been provided by the property tax.

The surplus would have resulted fromtthe heavily industrial use of the
site: 50-60 percent ail- the -duvetopedlami-would-havebeenutmkifetr-
industrial purposes. (See Attach:tent II/ infra.) While Bellevue would_...---
have received substantial to -payments fiai-Tie industrial firms, the
costs of educating the children of-these indUatrial employees would have
been relatively small. Commuting patterns of civilian employees at
Offutt suggest that only 40 percent of the industrial employees would
have lived in Bellevue School District. The firms on the site would
have paid property taxes, but'because relatively few of the empl yees
would have lived in the district, the number of children att ding

schools in Bellevue Scdbol District would have been relatively small.
The result would have been an assessed valuation per pupil of $45,185
asociated with the site--a figure 47 percent higher than the current
State average.

The-amount of expenditures under alternative use would have been sub-
stantially smaller than they are now because-the number of children.
associated with the site Would have dropped from 6,168 to 1,535. 'This
decrease would have occurred for two reasons: the number of employees
working on the site under alternative use would_bave declined, as would

have the number of schoolchildreil associated with these employees.
Offutt employed 14,487 people in 197,9, 81 percent of whom were military;
under alternative use, the industrial and commercial establishments that



e comprised .75-80 percent of the usable land would have employed
.093 peopleOr only 46 percent of the,employeei at Offutt. The other
reason ts that the number of schoolchildren perfamily would have
decreased. At Offutt there were 6,005 pupils connected wah the 9,103
employees living onbase" and in the school district in 1979, aratio of
0.66 that reflected the large number of military employees who had
families. Among residents of the Omaha metropolitan area, the ratio of
pupils to employees was only 0.41,4which is the figure that the_model
used in determining the number of schoolchildren under alter ative use.

Most revenues would have come in the form of property taxes from the
site itself. More than half the prOLArty tax revenue would have origi-
nated from industrial uses. One-fourth of the revenue would have
derived from commercial sources, which would have occupied 20-25
percent of the site. The remainder would ?rive come primarily from
residences on the site.

.

The State would have provided only $0.1-$0.2 million to Sellevue on the
basis of the site alone. The State,formula decreases aid as per-pupil

J1( assessed valuation increases. The dbsessed value per-pupil of the site
would have increased to $45,185, which would have had the effect of
increasing the, entire district's assessed valuation' per pupil from
$8,836 to $27,478. The assessed vaulation per pupil in the State of
Nebraska was.$30,6694n 1979.

The remaining40.1,-0.2 million in revenues from employees -and residents
associated with the site resulted from their payment of miscellaneous
local fee and c

i
ges and the*r contributions to the interest earned

ou investments.

vim
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ATTACHMENT

STATISTICAL PROFILE, BEIIEVUE SCHOOL DISTRICT, FY 1979

Summary

I. School Diltrict

Average Daily Attendance (ADA)
Total 9,191

Base 6,005
Military A 3,256
Military B 2,259
Civilian B 490

Base Employees
Total 14,487
Militaryy total . . 11,706

Living in ict, on base 4,868
Living in d ict, off base 2,948

Civilian, total- 2,761

Living in district 1,287

Acres
Acres, district 14,160
Acres, base, 2,656

II. Local Educational Agency

Per-pupil expenditute, average'of $ 1,769
comparable districts

Per-pUpii>expenditure, State average $ 1,775

CI Property Tax Revenue $3,350,000

Residential sources
4

$2,242,000
Commercial sources $. 507,000
Industrial & agricultural sources $ 601,000

Total General Fund State.Aid

Miscellaneous "Other" Local Revenue

P.L. 874 Entitlement,
Offut Air Force Base

P.L. 874 Payment

r-

$5,103,000

$ 615,000r

$6,040,000

$5,185,000



Current Use

I. Current Expenditures

Average personal income
ADA/Job

Per-pupil expenditure, comparable districts
Per-pupil expenditure, State average
ADA, base

II. Current Revenues

$15400
0.414

so $1,769
$1,775

6,005

1- TYPE OF EMPLOYEE NUMBER AVG. WAGES & SALARIES
living in
district

SMSA (excl.
district)

living in
district

SMSA (excl.

district)
Civil service
Non-Appropriated Fund

employees (NAF)
Contractors
Arking spouses

648

317

322

222

987

487

0

225

$17,617
$ 8,000

-

$11,386

M2,038
0-8 000

,

*

$11,386
Military off base
Working spouses

2,798

1,167
3,910
1,693

$1 , 518

$11,386
$13,387
$11,386

Military on base
Military living in

4,868 0 $16,377

$14,518
$11,386

*

. *

mobile_ ..-. $

2,331
#

0Working spouses

Not applica4e

Personal Income Adjustment, base employees (except NAF) 1.18'

Personal Income Adjustment-, NAF employees

. -

1.09 A
1

Net Multipliers 3

Civil service employees .24 - .40
Spous4s, civil service employees .00 - .40
AAP employees .23 - .37
Military employees .17 - .33
Spouses, military employees .33

a. Re5144<ial Property Tax Revenue ($2,242,000)

Population 4 SMSA, 1978

Enrollmentidii.trIct, 1977 -
hrollment,
Per capita personal income, SMSA
ADA, non-base-connected families
ADA, low-rent public housing

581,700
10,082
136,402

$8,489
3,186

0

1

3

I 4
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b. Commercial Property Tax Revenue ($507,000)

Percentage of personal income spentbn
I retail goods. and taxable services

Military payroll, employees living
on base and in SMSA $ 171,811,000

InCome of retirees livibg in SMSA $ 33,523,000
Total on-base sales $ 53,430'000
Total retail sales & taxable services
receipts in Bellevue $ 123,013,000

Total retail sales & taxable services
receipts in SMSA p,022-,430,400

."

ti

ei

c. General Fund. State Aid ($5,103,000).

Non - categorical aid

Categorifial aid & miscellaneous *other" aid
$4,093,000
$:1;0.10,000

d. Miscellaneous *Other Local Revenues (Non-Property
Tax Revenues) ($615,000)

Total ADA, district
Miscellaneous otherselbcal revenue,

function of ADA $354,000
MiScellaheous'*othte local revenue,

function 'of local educational agency
revenues (Interest income) $261,000

9,191

Alternative Use so

III. Alternative Use Expenditures

Average personal income
ADA/Job
'Per-pupil expenditure, comparable districts
Per-pupil_expenditure, State average

IV. Alternative
/
Use Revenues

$15,200
0.414

.0,06 1,769

$ 1,775

No. % Land Avg. 'Tax, Emp. Per Avg':

Acres Used Per Acre Acre W&S.

Ind -trial 952-1,141 0.5 $3341 7.094 '$16,263

-fle ical 475-381 0.5 $3161 12.738 $ 6,774

Number of working spouses of a/ternative
use site employees

Average WO, working spouses of alternative
use site employees

- 1,314 - 1,329

$11,386

IMO
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Personal Income Adjustipent
Net Multipliers

Alternative_use employees .

Alternative use yorking spouses

40:

1.18

:24 = .40

.00 - .10

a. Residential PrOperty Tax Revenue ($2,242,000)
.

-

Percentage induced income accruing to \,
district residents 0.044%

yercapita personal ,income, SMSA . $8,489
ADA, noh-baSe conneCtid-fimilies-

. 3,186
. .

b C rcial Property Tax Revenue ($507,0.0

(In Bellevue, all commercial propeity tax revenue attributable
. to alternative use employees ias included in the revenue gener-
ated by the site itself)

c.Gzral Fund- State Aid ($4.103,000)
:--, .".

Non-categofical aides A t r $4;093,000.
. Categorical and miscellaneous"'otner".

State aid $1,010,000

.

14

Tax.tivenues) ($6110'00

Total ADA, district

Misdellaneous "othee local revenue,
function of ADA

Miscellaneous "other" local revenue,
function of lodal educational agency
-revenues (Intereit income)

9-'091

$354,000'

$261,000

d
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4 ATT4CHMENT-II

BASIS FOR_ PROJECTION'S OF ,ALTERNATIVE, SITE USE

Estimates regarding howithe site occupied by Offutt Air Force Base would
hive been used if the,base had not been established were made by three
experts on land use,in the area:

.Roger Corbin, Director of Community Development, City of Bellevue
John Watters, Chairman, Planning Commission, City of Bellevue

- Al Dvorek, Sarpy County Tax Assessorj

They separately rephed'a consensus that the site would have been used
-for the following,purposes: _

50-6D percent' industrial

20-25.percent commercial
20-25 percent residential

The followihg sections summarizetheir.main points:

The site occupied by Offutt, according to Corbin, is a "first-class
industrial tract" for the foils ing reasons:

Access to Port Facilities. The Offutt site is situated *within a few
miles of,both the Missouri River to the east and the Platte River to the
smith.. More river frontage ise ailable to the site than is available

ich is heaiily industrialized. One firm,.to adjacent Douglas County,
the. Allied Chemical Comany, ha taken advantage of this accessibility
and loated between Offutt and e confluepce of tile-rivers, three miles
south of the base. As an agribusiness, Allied Chemical relies heavily
on the two rivers.

e proximit of the Offutt'site.to river transport does not make it
ceptible the risks of flooAing, acapirding' e experts. Th4

site's' altitude puts it beyond the flood plain, making, , in Corbin's
words; "high and dry."

Access to Oth41-IIWKTRortation. The Burlington Northern Railroad
bordere'the base less than one-h.alf mile'to the eastr. This segment of
the railroad was buil! in 1870 18 years before President, Cleveland
signed the bill that authorized the purchase of what is now Offutt land
for the site of the original- Fort Crook..

Separating the Offutt Base proper from the military fathily housin/ is
Highway 73-75, which was a heavilpitraveled route before the Fort Crook
purchase and remains so today. It is the only four-lane highway in
Nebraska that ruffs north and south.

Inexpensive Land. Offutt would sell for $0.15-$6.20 per square foot if
vacant and sold eq.-industrial land,_ according to Progress,West, an Omaha

real estate firth. This compares, favorably with the price of industlial

land close to Omaha, which has rilcently sold for $0.30-$0.35 per square
foot. ,

D.
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of 'Labor: The population of the Omaha SMSA'is nearly
581,700, with, downtown Omaha 10 miles away from th, site.' Over 98
percent of the employed labor force is in non-agricultural employment

.

ofthewepployees,.25.2 percent are in trade, 13.9 percent in manufac-
turing; 8.7 percent in transportation, communication, and utilities; and
4.6 percent in mining and construction.

Industrial Plants Nearby. The lOcation of the plants nearby suggests
that industry finds the area desirable. A meat-paCking factory and a
radio parts plant have located on industrihl land-one-half mile
northeast of the base. The land is inferior to Offutt!s because it is

therefore more susceptible to flooding=-and because roa
access is poor. Other nearby plants include National ByptOductsrender
ing factory one-mile south, the Allied Chemical plant three miles south,
and,a tagging factory off Highway 73-75 to the west.

Offutt's Plant. Building was used for industrial purposes from 1941
to 1944.' The-1,3 million,square'foot building, that now houses. the
world's largest _computer complex, was used for aircraft assembly,.
producing about 55 finished planes peemonth. As 'many as 14;500 people
were employed there at one time, though 9,000-10,000 employees was about
average.;', (This compares with the economic impact study's projection
that 7;513-9,022'employees would work 'at industritial facilities on
Offutt. These projections were_tased on employee per-acre figures for
the Omaha $MSA.)

COMMERCIAL

,

Projections about commercial use of the site focus) ed on use of Highway
- 73-75, which separates le western edge oftile base proper from.the mil-

itary family hoUsing.1 The side opposite Offutt is lightly commercial,
as the town placed it under commercial restrictions at the request of
the base, according to the Bellevue Chamber of Commerce. The rest of
the highway in Bellevue is occupied almost exclusively, by commercial
outlets.' _.----

.
.

.

Of the 240,892 employees in tge SMSA, 2-1 percent are employed in ser-
vices and .8.7,percent.in finance, insurance, and realestate. It

RESIDENTIAL
y

.

.

Estimates regardi g-residential-use were based bn development patterns
along t ern border of. the base. The residential section of
Belles originated just northeast of the base, and that section remains
the most densely populated residental section of the city. Much of the
residential migration was westward, along the northern border of the
base, so that the section north of the base is thickly residential. The
land in. the northern part of the. base is suitable for residential
development, accordipg to Corbin. The military family housing, which'
consists of multi-room residential,apartments, would kr beenused in
much the same way, according to Dvorek and Corbin.

.

, 2
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2) Douglas School District, Box Elder, South Dakota

Introduction

pougla- hoof District isarindependent,-hedvily-impacted.distiW in

which 79 pe tit of the children _enrolled are base-connectedeconnected.

vast majority of trd-elki/dren reside -on Ellsworth Air Force Base and are
"A"-children, so that Dodglas is 4 "Super A" district. Since more than
SO percent of the enrollnient,,at the schools of the local educational
agency is base - connected, Dougias is eligible to apply or an increaeed_
entitlement under section 3(d)(2)/i3) of Public Law 874.-' Prior to fiscal
year'1979, it hacrsaode so only in eiscal year 1978.

Douglas' -Public Law 874 entitlement lc,7 fiscal 'year 1979 was $1.93
million, and it received $1.87 million.

The Area__

Geography. -Douglas School District, which worganized in the 1950's
to accommodate children associated with Ellswbrth Air Force Base, is

located in rural, western Seuth Dakota. The,arA,consists of vast open
land used for grazing cattle and sheep._ The BlackNEills arlia few miles
to the west dear the western border of South Dakota; Mount Rushmore is
within an hour's drive.

The,district is 10 miles from Rapid City, a town of ,070 that is the
. second largest in South Dakota. The district spills o'er from Penning-
ton County, which also houses Rapid City, into Meade\ County to the
north. The largest town in the Douglas Schdol Diatrict\is Box Elder,
which has a population of 865. (See Maps 5 and 6, infra.)

Transportation. Box Elder is 10 miles east of Rapid City,\to which, it
is connected along flat _range land by Interstate K., Trddsportation
in the Rapid City area depends, heavily on Interstate 90, ighich runs
east-west across the State of South Dakota and offers seven xit3-Into
the town. This highway provides an important route for Rapid ity's 20,

trucking companies and two,interstate bus lines. (Three freight ailroad
lines intersect at Rapid City. The Rapid City Airport, with..,fac lities
for three airlines, is eight miles east of the city.

lay "Base-connected" children are those who live with parents e then
living" on, working'on, or both living and working on a mili ary
base. There are two types of base-connected children: an "IA" ch ld
lives with a parent who both lives and works on,a military base; a
"B" child-lives wit/Ct.-parent who either lives or works (but .n t
both) on a military base. Base-connected children do not includ
those federally-connected children whodt parents, live, liock, or
live and work on-Fedeal installations other than military bases.

1
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Economy. The Douglas District is located in two counties that are used
primarily for agriculture. Pennington County is about 93 percent rural:
36 percent- of its land area is covered by national forests and nation
parks, according to the U.S. .Bureau of Land Management, and 57 percent
of the codnty is assessed as agricultural, according to the Pennington
County Assessor's office. In Meade County, 96 percent of the land is
assessed as agricultural, according to the Meade County Assessor's
office.

The following tablesereftect the econgmic base of Pennington and Meade
counties:

TABLE III

\

Economic Development, Meade and Pennington Counties
Total Population and Employees By Sector, 1958-78

(numbers in thousands)

ri-;

Percent Changed
Earliest-Most

POPULATION 1950 1960 1 , 1970 1978 Recent Year .1
1Meade County 11.5 12.01 16.6 19.6 71.4%
1Pennington Co: 34.1 58.21 59.3 71.0 10 .2

U.S. 1151,325.8 179,323.21 204,335.0 218,717.0 44.5

MANUFACTURING 1954
I 1963 1 1972 1977

Meade County- 00 1 0.1 I 0.1 0.3 1 200.0
Pennnington Co. 0.9 1 1.21 1.5 2.7 200.0
U.S. - 16,125.6 1 16,958.41 19,026.8 19,596.9 21.5'

RETAIL* 1954
1

1963 1 1972 1977
I

1

Meade Count 0.5 0.51 0.7 0.9 80.0
Pennington Co. 3.2 4.3 . 6.4

1 '100,.0:
U.S. 8,845.9 1 10,118.11 12,990.4 14,895.2 i 68.4

SERVICES *' 1948
1

,

1958 4967. 1977
04eade County 0.1 1 0.21 0.2. - -0.3 1 204.0
Pennington Co. 0.4, 1 1 >4 d 1.7 .-..- '3.-1 1 675A
U.S. 1,902.11 3-,864.51 5,029.0 8,172.0 1 329.6

AGRICULTURAL* 1950 1 1959 1969 1974 1

Meade County 1.3 i 1.1 1 1.0 1.0 f -23.1 1

1Pennington Co. 1.1,1 0.9:- 0.8 0.7 1 -36.4 i

Ti.s.
1 6,966.2 5,294.7! 3,384.6 3,026.7 1 -56.6 , !

iv Employment in these sectors is the sum of the number of establish-
ments and the number of employees. It is assumed that there is one
proprietor per establishment. (Proprietors are excluded from the data
on employees.) -

Source: U.S. Census

r



V

Employees by Sector as Percent of Total Eiployees,
Meade and Pennington Counties

(figuresin pahntheses indicate latest.yere
Ibr which data 'are available)

1

*AG (74)\,, mAN7-(77) *RET (77) *SERV (77) TOTAL

Meade County 40.0% 12.0% .36.0% 12.1 % 100.0%

Pennington Co. 5.4 \ 21.0
-..

49.6 24.0 100.0

U.S. 6.6 '42.9 . 32.9 \ 17.9 100,0

Employment in
ments and the
proprietor per
on employees.)

these sectors is:#e sum of the number of establish -
number of employeeSI 'It is assumed that there is one
establishment. (Proprietors are excluded from the data

Source: U.S. Census

The data reveal the following:,

Both counties are sparSely populated. Meade and Pennington counties

haVea combined population of only 90,600. These people are distrib-
uted over 6,224 square miles, giving thE'counties a density of only
14.6 persons per square mile. In. the United States, by way of compar-
ison, there was an average of 61.3 persons Rer square mile it 1978.

Meade County is primarily agricultural: 40 percent of sits employees,e
work in agriculture, compared to 6.6 percent nationwide.

The percentage of manufacturing employees in both counties is less
than half, the-national average.

The School District
I

Douglas School District was formed in the late 1950's to-serve\ the
children'of Ellsworth Air Force Base. It originated in 1891 as a
one-room school in /the town of Box Hader, South Dakota. Named for

Thomas Baird Doilglas, the father of six. of the original seven stu7
dents, its enrollment remained below 20 students for. almost 60 years;
When Ellsworth Air Force Base was reactivated in 1949, the school had to
accommodate .a huge influx of students. School officials organized an
elementary school but sent older children associated With Ellsworth to
Rapid City's intermediate and high schools. By 1955, the local educa-
tional agency served grades K-8 independently of Rapid City's school
system. iith the opening of Douglas High School in 1962, the'agency
became an autonomous K-12 system.

The base has dominated the district since its inception: -today, 79

apercent of the 2,584 children are base-connected. The proportion of
children connected with the base has actually declined over the last two
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_

decades: in 1960; base-connected children constituted 97 percent of the F
student population, and in 1970, about 86 percent. During the 1960's
the number of children attending Douglas schools tripled, as the follow-
ing table shows: '

I

Number of Total:And Base-Connected Children, A
Do glad School District, 1960-1979

1960 1970 1979
Total_ADA* 1,039 3,094 2,584
.Base-connected ADA* :1,007 1.2,673 -_ 2,037

*'Aver.*Age da4.y attendance,___

Source: SAPA..

The vast majority of base-connected children live on base: 1,808 chil-
dren are *A". students. Of the 229 *Bw students in the district, 141 are
the children of -.military, parents. The compositioh of Douglas's base-

, student population in 1979 was as follows:

Composition of Base-Cionnetted Children,
. Douglas Schbol District, FY 1979.

(

Total ADA .

- Base - connected ADA 2,037
wA" Children 1,808
Military *13* Children '14---

Civilian wIr Children 88

SoUce: SAPA

The local educational agency finances its schools with ,revenue that
comes primarily from Impact Aid and, to a lesser extent, from State aid.
Of'the agency's $4.72 million of revenue in fiscal year 1979, Federal
funds (predominantly Impact Aid) provided $3.00 million, or 64 percent
of the total. State aid contributed $1.25 million, or 26 percent. The
agency raised 10.47 million, or ten percent of its- revenue from local
sources. A chart illustrating these proportions is shown below:

---Sources of Eddcation_Revenue,.
.Douglas School District, FY 1978-79

Source: Douglas Schbol District

-a.



The tax base o the local educational agency ii)predominantly residen-

tial: 58 percent of the local property tax reVendes come from resi-
dential sources. The rest of the local revenues are generated by
commercial property, which contri 'btted 21 percerit of the property tax
revenue, and from agricultural_sourPes, which accounted for_21 percent
of the revenue.

The assessed valuation per pupil in Douglas is among the lowest in the

State. Its $3,555 per-Oupil assessed valuatiop ZbIlipaTed-ptsorty with the

State average of $35,270 in 1979. The value of taxable property availa-
ble for each pupil in the district,'in other words, was about one-tenth
the value of the State average.

ti

The mill rate used by the local educational agency was -the'highest
allowed by State law: Douglas levicld a tax- of 26 mills on agricultural
'pCoperty and 42 mills on non-Agricultural property. Only 42 of the 194

local educational agencies in South Dakota_taxed property at the maximum

rate. Of, the five agencieg approved by the Education Department as
being comparable to Douglas, only two taxed at the maximum rate.

Ellsworth Air Force Base. Ellsworth Air Force Base occupies 6,646 acres

in the middle of the distribt. It is by far the biggest employer in the
area: the number of 'iMployeesat_the base alone was about the same as

the number employed in the manufacturing, agriculture, and service

sectors in Pennington and Meade counties combined. The base payroll was

$86.9 million in 1979.

Employment at_ the base has grown steadily over the. past two' decades:

from 5,070 employees in 1960, employment r2se. to '16,114 in 1970 and
finally to the 6,,598 employed at _Ellsworth today. The sourceof most of
this growth has been the increase in military 'employees assigned to
Ellsworth, as the following table shows:

Number of Employees at Ellsworth Air Force Base, 1960-1979*

s

1960 1970 1979s,
Total , '5070 6,114 6,598

Military
A

4,619 5&477 ' : 6014
Civil Service , 451 t 637 ' 584

* These figures do not include contractors or Non-Appropriated
Fund employees.

Source: Department ofDefense

Sixty-ohe percent of the military employees, or 3,674 employees, lived
on base in 1979. Very few of the other-employees lived in the school
district: of the 2,924 employees that were living off base,,on.ly 327
lived in the district, despite its proximity to the base.
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I

The average salailr for Ellsworth's military employees was $12,543 in
1979, while the base's civilian employees had -tri average 'incom'e' of
12Q,000. The average salary for non-base personnel in the area; was
$11,132, in line with the military scale but far below that of civilian
base emprOyees.

Sales at commercial facilities on base totaled $18.7 million in 1979.
On-base sales were four times higher than retail sales in Box Elder,
where sales totaled $4.7 million in1979.

Summary of Results for Douglas School District

The fonDistrict. g table 'summarizes the results Douglas School.

Expenditures

Jg/
Per-Pupil Base-Attributable Alternative Use

. Expenditures $) $)

Comparable districts $.1,293 $2.7 -$2.7 $0.005-$0.005
O

State average $1,341 N $2.8-$2.8 $0.009- $Q.005

-Revenues

Source

Property taxes
State aid

Miscellaneous *other*
local. revenue

$0.1-$0.1

$1.0-$1.0
$0.1-50.1

ma
$0.0036-$0.0036

,$0.0021-$0.0021

$0.00113-$0.0003

Total $1.2-$1.2 $0.0060-$0.0060

Burden

Net Burden = (Current burden - Alternative use burden)
= (Current expenditures - Current revenues)
- (Alternative use expenditures - Alternative use revenues)

Lower Bound

Comparable Pft (2.7-1.2) - (0.006-0.000
$1.5

Upper Bound

(millions $)

(2.7-1:2) - (0.006 -0;a06).
$1.5

State avg. PPE: (2.8-1.2) - (0.005-2.006) (2 8-1.2) - (0.095- 0.006)
4 $1.6 $1.6

,

Entitlement accounted for'by Ellsworth Ais Force Base = $1.9 million.

*/ Figures rounded for clarity. Those used in text are-th'pOpoints.
o

"ma
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Results

The fiscal burden estimated by the study for Douglas School District was
between $1.5 and 1.6 million id 1979. The entitlement for the district
that year was $1.9 million. The study's estimate of the midpoirft burden
imposed by Ellsworth Air Force Base, therefore, was within 20,percent of
the entitlement deteriined by the Public Law 874 formula..

The study found Uhat the burden occurred because the revenues generated
by base employees failed to compensate fof the costs they imposed on the
local Wucatrbnal agency. The shortf'llsin revenue ocfarred because
base employees failed to contribute as much property tax per pupil.as
non- employees did. Base-attributable (employees and schoolchil-'
(ire wereas responsi le for as much or more of the other agency
ralepues7which consist gely of State aid and miscellaneous 'father'
local rOenu4--as nzb = ttributable employees and schoolchildren
Were, The study also found at revenues from alternativt use of the
s$te *quid .haVe paid for chi ren associated With that site. The
folldwing table compares per-pupi revenues contributdd by base-attrib-
utable-and non-base-attributable fam lies in Douglas:

Per-Pupil ReVenue Contributed Base-Attributable and
Non- Base - Attributable Famili -by Source, FY 1979

Base -Attrib. Non -Base -Attrib.

Property lax Revenue/ADA $ 54
.

$480

State Aid/ADA $482 $482

. Miscellaneous "Other" $ 41 $ 33

Local Revenue/ADA

Total $571 $995

The property tax contributions of employees associated with the base was
about $0.11 million, or'only four percent of the costs imposed on the
local educational agency by-the employees' schoolchildren.- Base-attrib-
utable families in Douglas paid $54 per pupil in property taxes, while
no -base- attributable families paid $480 per pupil. The- reasons for
these small contributions to property tax revenue include the following:

Only seven Rercent of the employees who worked at Ellsworth Air
Force Base lived off base in the Douglas School District. Of the
6,708 employees (including NAF employees and contractors) at the base,
only 437 paid residential property taxes to the district.

187/ 'Base-attributable refers to the sum of "base-connected" sand

"base - induced," and applies to employees; their schoolchildren,
their incomesv and their families. It also applies to expenditures

k and to revenues of the local educational agency that haves been
accounted for by base - attributable' families. "Rase-induced" refers
to those employees las well as to their schoolchildren and income)
in the commercial sector who were hired to accommodate the spending
of base employees.

1
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TommIrcial establishments at Ellsworth
. 1979. These sales dwarfed the sales of
within Douglas School District. The
Ellsworth were about four times as high
of the 24 establishments in Box Elder.

had sales of $18.7 Million in
ebtablishments in-Box Elder,
sales ofAestabrishments at
as the-$4.7 million 'in sales

Military employees who choose toshop off base also have the oppor-
tunity to shop in Rapid -City, a town. of 52,070 people approxitately
ten miles away, where retail sales totaled $379.8 million.

188/Induqd income from consumption by base employeee--- was- about
$0.6 million in Box Elder, resulting in $0.009 million in property tax
revenue. According to the study, the amount of induced income was so
Small because the amount of =consump=tion in Box Eider was relatively
small in comparison with Ellsworth and Rapid City and because the
intermediate purchases of establishments in Box Elder were all made in
Rapid City.

Though base-attributable families did not pay as much in property taxes
as other families; they accounted for just as much State aid. State aide
was the most substantial revenue Or which baserattributable families
were responsible: children associated with Ellsworth triggered $1..0
million in 1979, or 37 percent of the costs imposed by these children.
In contrast, distrIcts in the rest of South Dakota received only
percent of their revenues from the State. State'aid per pupil to
Douglas was $482, compared with $244 to local eddCational agenOies, on
average, throughiimt South Dakota.

Douglas's miscellaneous !other" Sources of local revenue-'-aside from the
property tax and general State aid-- included,,-chiefly, interest earned
from its investments. Base - attributable employees contributed $0.084
million to these revenues, which were a function of district revenue and
number_ of pupils, respectively. 'The per-pupil contritions to miscel-
laneous "other" local revenugs approximated the contributions. of non-
base employees in the district. Base-attributable employees paid $41 per
pupil in miscellaneous mother" local revenue,.and non-base-attributable
employees in the'district paid $83 per pupil.,

The correspondence between the Commission's finding of a $1.5 million
burden and the Public Law 874,entitlement of $1.9 million--a difference
of 21 percent--stems frOm two fattors:

,

The. data used by the Commission and applied by the Public Law 874
formula proved to be Isimilar. The local contribution per pupil
("local contribution rate", or LCR) figures were approximately the

188/ See note l'aT,77t---#1pra,regarding the term "base-induced."--...

410 c4
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same because discf4epancies between data used to compute the figures--
pei=pupil expenditures and local share of expenditures--were minor.
Iii additiolg the figures for weighted number of.pupils were similar
because tgi- size .:of the commercial property tax contributions. and
miscellaneous,*other" local revenues contributed by base-attributable
-familiesrevenues that were taken into Account by the Copmission
model but not by the,Public taw 874 formula--were very small.

The Public Law 874 formula captured virtually all the p atterns,of
Federal impact that the Commission found applied to Douglas School
District. The Commission found that insertion of its data into the
Public Law 874 formula resulted in an estimate of entitlement within
about $0.1 million of the Commission's final determination of burden.
The variables in the formula therefore explained virtually all of the
burden found by the Cdmmission.

e

Douglas's LCR in 1979 was $975, reached by multiplying the weighted
number of per-pupil expenditures in Douglas's five comparable districts
by the local share of expenditures in those districtb.' The Comtission
found that substitution of its own data into the Public Law 874 formula
resulted in a local contribution per pupil of $843, just 14 percent
below the LCR used in the formula.

The following table shows how the local contribution rate for Douglas
was determined under current law and what that rate would have been if
the study'S dgta were used:

4

Local Contribution Per Pupil and LCR, Determined Using
Commission Data and P.L. 874 Data, Respectively

Commission*

Per-Pupil
fipenditure

$1,317

Local
Share

Local Contribution
Per Pupil/LCR

(PPE x Local'Share)

P.L. 874 $1,273t

0.641%
0.77

$843

$975

* The Commission figures represent the midpoint in th ,range of data

determined and used by the study.
t Weighted average of per-pupil expenditures, five tomparable dis-

tricts, FY 1979. -

+ Study's determination of non-State share of costs of base-attrib-
utable children.

The Commission's determination of local contribution per-pupil was 13
percent below-the LCR under Public Law 874. This is because the Commis-
sion's higher per-pupil expenditure was offseAby the Commission's lower
estimate of local share, resulting in a product that also was lower than
the LCR determined by the formula.

a

Are
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The per-pupil extmnditure_figure used by th4 Commission was higher.thap
that used- under Public Law 874 becausethe Commission's dtta.was more

'current. The Commission estimated Federal impact for 1979 from fiscal
year ,1979 data oix per-pupil expenditures for the State and for the
comparable districts approved by the Department of Education. The
Public Lawc 874 formula, in''contrast, applied per-p6i1 expenditure
figures froM fiscal year 1977 to estimate Douglas'd entitlement for
fiscal year 1979( This two-year-old data did not reflect the cost
increases that occurred betWeen 1977 and 1979. -

-The ,Per -pupil expenditure figure used by the Commission, however, was
i4onit_$44 hither than that applied by the formula because, in computing
°per-pupil expenditures,fthe Commissicin did-not include Federal conttigiu-
tions to 12cal expjnses, while the figure appiied by the formula did
includd Federal contributions. (The Commission model.does%pot consider
Federal contributions to either expenditures Dr revenues bedause the
agency has no discretion over Federal categorical funds.) Local educa-
tional agencies in South Dakota received 13.5 percent of their revenue
from the Federal Government in 11791taccording to the Education Depart-
ffient. This Federal proportion of revenue was the third highest ofall States in the United States. The largest program grants were Impact
Aid, grants for educational] - deprived children, ''and- grants for Indian
.education to local educationAi agencies.

.

the local share 'of base-rattrib4table expenditures Zstimated by
Commissionwhich amounted to §4 percent of total expendituZes7-w
lower than the local share determined by the Public Law 874 form4
The 1Commission estimated the/ local share by-first determinin.grt
current expenditures impOsed by base-attributable children and the §ta
revenue triggered by base7attinutable families. The .Commpsion then.
divided 4e difference between the txo figures by, base-iEtributable
current expenditures to arrive at local share4Loca4/Share = (Expendi-
tures, Base-Attributable - State Revenues, Base - Attributable) ÷ Expendi-
tures, Base-Attributable].

The local share determined under the Public Las.? 874 formula was higher
because the formula uses the. local shareof total current expenditures
in five comparable districts--in contrast to the Commission's determina-
tion of nod-State share Of expenditures for base - attributable children
in Douglas School District. State contributions .per pupil to non-
impacted districts -Much as the fir comparable districts in South
Dakota) were generally lower than th e,to federally-impacted districts,

f

making the,..local share higher; this was because the'State formula
increased aid as assessed valuation per pupil in a district decreased.
The assessed valuation per pupil in Douglas's five comparable districts
was $33,085, nearly ten times as as the assessed valuation per
pupil in Douglas,-which was $3,555 in 1978. Thus, State Ad to the
comparabldistricbs was lower than that,to Douglas.
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Moreover, the assessed'valuation per base-attributable child in Douglas
was smaller than the sap figure for non-base-attfibutable children in
the district. This is because there was no assessed valuation associat-
ed with the place of employment of base employees or with the residences
of those employees who lived on base. The'-Commission found that ehe
assessed valuation per base- attributable child in Douglas was only
$1,331, considerably smaller thanthe $12,176rassociated with non-base-
attributable _children in thdt district. Because State aid to base-
attributable children in Douglas was substantially higher than to all
children in Douglas's five comparable districts, the Commission's
estimate of non-State, share of costs was substantially below the local
share determined in the Pgtplic-LipE1211_ formula.

Thus, the Commission figure fOi local contribution per.base-attributable
child was somewhat lower than thg TICR used in computing Douglas's Public
Law .874 entitlement. Because this difference was relatively small,
however, and because the revenue contributions that the Commission took
into account but the formula did not were also relatively small, the
.result was an estimate of burden that was only slightly below the Public
Law 874 determination of entitlement.

0 The Public Law 874 formula determines entitlement by multiplying tbe
local contribution rate by the weighted number of federally-connected---
ohildren. The weights assigned to each child differ on the basis of the
statute's estimalo

/
of the relative property tax burden imposed' by each

ivy
child's family.--

189/ "Federally- connected" children are those who live with parents
either living on, working on, or both living and working op_Federal
property. There are two types of federally-connected children: an
"A" child, live' with a parent who both lives on and works on
Federal property; a "B" child lives with a parent who either lives
9R or works on (but not both) Federal property. Federally-connect-
ed children Aiielude base-connected dhildren as- well as children
whose parent live on, work on, or both live and work on Federal
installatips other than military bases.

190/ ChildrelfOrf military parents living on base are assigned a weight
of_-1.4ecause their parents contribute no property taxed to the

1 local educational agency; children of military parents living
,off base, on the other hand, are assigned a weight of 0.5 on the
grouhd that their parents pay property taxes on their r7sidence,
which are assumed to account for 50 percent of all property tax
revenues. Other-weights are assigned bo pupils who are the chil-
dreh of civilian employees, and their weights diffet according to
whether their parents live in or out Of the county. Finally, still
other weights arg,,assignee to those children participating in

.spedial education programs. The Commission assigned indeed
children a weight of 0.45, the same weight that is giten by Public
Law 874 to children of civilian employees working in the county.

4
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The Commission Considerg-these property tax contributions rom base-
.

butions :to

revenues.

tributions
the weight

attributable families but also takes into account their contr
commercial proOrty- tax revenues and local non - property t
If the Commission model were to incorporate these revenue co
into the Public Law,874 formUla, the effect would be to lower
,applied by Public Liw 874 to measure burden.

Because contributions of base-attributable employees to 'commercial
property tax revenue amounted to only-$0.05 million in,Douglas in fiscal
&ear 1979, the weights applied by the Public Law 874 formula would not
differ very much from those that the Commission model would have applied
if it used the same method as the formula.

%,Itl

To determine how well the variables in the Public Law 874 formula
captured Federal impact as measured by the Commission model, the Commis-
sion estimated entitleMent by inserting its own data in to e Public
Law 874 formula. The two inserted sariablesv-somewhat different from
those actually applied to Douglas by the foiMula--were the_ Commission's
determination of the local contribution per,base-attribdtable child and
the number of base-attributable children using the weights assigned to
these.children.by Public Law 874. In determining the number of chil-
dren, the Commission included base-induced children in the district as
well as children directly connected to the base. The Commission incor-
porated induCed employees and their schoolchildren into all calculations
of base -effects on expenditures and revenues.'

A comparison, of the determinations of entitlement using. Commission data
and data provided under Public Law 874 yields the following results:

Entitlement, Determined with P.L. 874 Data and
Coimission Data (Using P.L. 874 Weights)

Public Law 874

Local Contribution Rate $975

Weighted Number of
,

x Base-Connected Children 1,957
=I Entitlement $1.9 million

ission

Local Contribution Per
Bade-Attributable Child $843

Weighted Number of
k Base-Attributable Children 1,965

Entitlement , $1.7 million

This $1.7 million entitlement-.- reached by inserting Commission data into c
the Public Law 874 formula--is $0:2 million above the Commission's final
result ,of a $1.5 million burden. This proximity suggests that the
Public Law 874 formula .captures many of the same dynamics of Federal
impact that the *Commission estimated were taking place in Douglas/

The $0-2 million difference stems from the Commission's considerar.
tion of additional revenue sources--such is commercial property tax
revenue and miscellaneous "other" local revenues--that would lower the

2
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weights applied to the number of.children to reflect their burden. The
contributions to these revenues from base-attributable employees'reduce
their burden to the local educational agency,- according to the model.

The Commission's determination, of burden was commensurate with Douglas's
actual entitlement becau'se the data used byithe'dommission study and
data applied by the formula were.similar: The Commission's estimate\of
local contribution per base-attributable"child was somewhat lower than
the corresponding figure applied in the Public Law 874 formula the

result of the smaller local share dptermined by the Commission), and the
weighted number of base-connected children would have been somewhat
higher. The differe es in the data were so small, however, that the
differencd in final esult was insubstantial. The other reason that
burden and entitlem nt were himilar was that the formula capturedcmost
of the impact of Ellsworth Air Force Base on Douglas School Distrct.
The most important components ofqederal impadt in the Commission seudy
proved to be the variables in the formula.

'Alternative Use. The study's analysis of alteinative use in Box Elder
reckoned that revenues froM,the site would, have paid for the school-age
children associated with that site. "Disttidt expenditures for-cKIldren
associated with the site would have amounted to $0.005 million; Reve-
nues generated by the site would alsohave approximated $0.006 million.

41,

The revenues d expenditures attributable to the site would have been
comparativel small-because the base would have been used entirely for
agriculture. (See Attachment II., infra.) The 6,646 acres of the base
would probabl have been used for three farms. (A farm is typically
2,096 acres in Meade and Pennington counties.) Alternative use of the
base site would have raised the per-pupil assessed valuation in the
district from the current $3,555 to $12,254. The size of this figure is
comparable to the per-pupil assessed valuation associated with non-base-
-attributable families in the district today, which is $12,176.

The study found that there would have been four school-age children
associated with the site -and that, with per - pupil expenses between
$1,293-$1,342, the expenditures they would have imposed on the local
educational agency would have been $0.005 million. These three farms.
would have contributed about S0403-6 milliod in roperty tax revenue.
This projection is based on the assumption that t e assessed valuation
of the three farms would have been the same as the typical farms-in this
area in'1979--about $29 per acre in Pennington County and $14 peracre
in Meade County, according to the County Assessors.

The four children from the site would have triggered State aidwfunds of
$482 per pupil, as Douglas children did in 1979, for a total State
contribution of $0.002 million as a result of the site.
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ATTACHMENT I

STATISTICAL PROFILE, DOUGLAS SCHOOL DZZICT, Ti 1i79

Summary

\ I. School District

Average Daily Attendance (ADA)
Total
Base

Military A
Military B

\_ Civilian B

Base,Employees
otal

Military, 9.61
. Living in district,

Livi in district,
Civili , total

Living i5 district

Acres

Acres, district
Acres, base \

_ \

4 .7

T 6,708 0

6,014
on base 628
off base

694

2,584
2,037
1,808

141

88

228

93,645
6,646

II. Local EduMationa Agency

Per-OZipi1 expenditUre, average of $ 1,293
comparable districts

Per-pupil expenditure, State average $ 1,342

Total Property Tax Relknue

Residential sources
Commercial sources,
Industrial & agricultural

$_ 367,000

$ 214,000.

$ 77,000
sources $ 76,000

Total-General Fund State Ai 4 $1,246,000

Miscellaneous "Othnir.Local 11 venue

P.L. 874 Eitlement,
Ellsworth Air Force Base

P.L. 874 Appropriation

$ 101,000

$.1,927,000

$1,873,000
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Current Use

Current Expenditures

Average personal income
ADA/Job

,Per-pupil expenditure, comparable distribts
Pei-Pupil expenditure, State average
ADA, base

II. Current Revenues'

113,400,
0.411

$1,292
% $1,342

2,037
0

-.T1Te Of .

Employees
No. living
in district

Avg. Wage &
Salaries (WAS)

Civil semice . -

, . 72 $20,114
Non-Appropriated Fund
employees (NAP) .

g 39 6,448

Contractors 71 .. 11,132

Working spouses- 45 11.,132

Military off base 255 11',865-

Working spouses - _68 11,132

-Civil derVict.iiiing
- t. 1 ,a .

onbase 46 14,7.34

Military living on ese 3,628 .11,192

)Military living in tax -
exempt mobile homes . - 2$ -11,865

Wbrking,spouses 931 $11,132

Personal IncoMe Adjustment, base,employees (except NAF) 1.17

Personal Income Adjustment., 11AF,employees

Net Multipliers\
Civil service:emproyees
Spouses, civil kecvice.employees
RAF employee's \

Military employee4 1.4w

Spouses, mtlitary employees

a. Residential PropertYNTax Revenue ($214,000)
, .

Civil service, living in district
Civil service, total
On-base population ."

Per capita personal incoc
ADA, non- base - connected, riving in district
ADA, low-rent public housi!
Population/ADA, off base

.09

.00 - :09
.09

.04

.00 - .04

118

584

8,689

$7,760
547

0

,4.79



b. Commercial Property T

Ao.

Percentage of peisonal
retail, goods and taxab

Military payroll, employe
on.baie and in district

Military payroll, erIployees
county or SMSA

Total. On-base-sales

Number of eStablishments, Box
Average earnings per establishm

ningfon- County' (excluding Rapi
Purchases of retail goods &-taxab

in Box Elder by,non-military fam
Total purchases of retail goods & t
services by non-military families

-213-

Revenue ($77,000)

ncome spent on
e services
s living

living in

lder
nt, Pen-

City)

e service
lies

able

c. General Fund State Aid ($14246,000)

ivNo-categorical aid
Categorical aid & miscellaneous "other"

ILIgisceIlaneObi *Other" Local fevdnues-(NOn14

2
-

\I

$65,254,000

$75,436,000
$17,863,000

24

$ 194,790
s

-$ 2,269,000

$16,337,000

Tax Revenues) ($101,000)

Total ADAJ district

Miscellaneous-"other" local revenue,
function of ADA '

Miscellaneous,Nother" local revenue,
function of local educational agency
revenues (Inigrest income)

'Alternative Use

III. Alternative Use Expenditures

Average personal income\
ADA/Job

_Pei-pupil expenditure, comparable districts
Per-pupil expenditure, State average

IV. Alternative Use Revenues

$1,214,000
$ 32,000

Z,-e;

erty

2,584

2,000

$ 49,'00

$13,400

0.411
$ 1,293
$ 1,342

NO.

-Acmes

% Laild

Used\
Avg. Tax
Per Acre

Emp. Per
Acre

Avg.

W&S
Agricultural land

Pennington Co. 2,809 100 \ $.69
Meade County 3,837 100 \ $.34

Agric. Proprietors .0005 $9,816
Agric. Employees .0001 $5;442
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V

Number of working spouses of alternative
use site employees

Average W&S, working spouses of alternative

1

use site employees $11,132

Personal Income Adjustment 1.17

Net Multipliers
Alternative use employees 1.03.

Alternative use working spouses 0 - 1.03

a. Residential Property Tax Revenue ($214,040)

Percentage induced income accruing to
district residents 5.5%

On-base population 8,689

Per capita personal income $7,760

ADA, non-base families 547

ADA, low-rent public housing 0

Population/ADA, of base 4.79..

Commercial Property Tax Revenue ($77,000)

centage of personal income spent on.
etail goods & taxable services 59.3%

Percentage of purchases of retail goods and taxable
eei ices by residents of district in district 4.8%

e, of establishments, Box Elder 24

Average earnings per establishment, Pen-
nington County (excluding' Rapid City) $ 194,790

' Purchased of retail goods & taxable services
in Box ,Er by non-military families $ 2,269,000

= Total purchases of retail goods & taxable
services by non-military families '$16,337,000

c. General Fund State Aid ($1,246,000)'

Non-categorical aid $1,214,000

Categorical aid & miscellaneous "other" aid $ 32,000

d. Miscellaneous "Other" Local Revenues (Non - Property

Tax Revenues) ($101,000)

Total ADA, district
cellaneous "other" local revenue,
function of ADA
scellaneous" other" local revenue function

of local.educational agency revenues
--(Interest income)

2,584

$ 52,000

$ 49,000
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ATTACHMENT It

BASIS FOR PROJECTIONS OF ALTERNATIVE SITE USE

Estimates of how the site occupied by Ellsworp,Air Force Base would
have been used if the base had never been established were made by thet
folloWing experts-on land use in the area:

Bernard Bachman, Budget Office, Ellsworth Air Force Base
Belen,Daughenbaugh,(Pennington County Auditor
Tom Fdhrmann, tonengton County Director of Equalization
Lillian Jurans, Deputy Penningtbn County Auditor
Van Lindquist, 6th District Council of Local Govenments
Frank McDaniel, Pennington County Planning and Zoning Office
Bob Stokes, Senior City Planner

They reached a consensus that the entire site- -100 percent of .the
land--would have been used for agricultural purposes.. pey agreed
that most 'of it would have 'been used as croprgffd and sorrig'as grazing
land. Their conclusions were founded on two'arguments:,,the quality of

sthe site is conducive to agricultural Use, and the area urrownding the
base is predominantly agricultural.

Until the site currently occUpielloy Ellsworth ces sold to the Federal
Government in 1942, it was used entirely fo011agricultural purposes
--primarily as cropland. it is a flat plateau of ground--"like a
table," safdBadhman, who has been "involved in real estate in the area
for over 30 yetis. The site was "ideal" for farmland, the panel agreed,
because the soil texture is choice--a dark, loam soil that provides a
fine bed for seeds. The soil contains_few_rocks, and the site itself
has very few ditches.

.f

The area surrounding the site occupied by EllswOrth Air Force Base is,
also predominantly rural. The city of -Box Elder (population: 865), in
which the base is located, develOped commercially and residentially
around the base: Box Elder did not become an incorporated city until
After Ellsworth was established. The closesttown to Box Elder-is New
Underwood, about ten miles away, which has a population of 416. Down-
town Rapid City ,Cis 15 miles from Box Elder and has a population of
52,070.

The site occupied by the base is located in both Pennington and Meade
Counties. About 93 percent of Pennington County--which includes Rapid
City--is rural: 57 percent of the county is assessed as agricultural,
according to the Pennington County Assessor's Office, and 36 percent is
covered by national forests and national parks--incldding the Mount
Rushmore National Monument Memorial, the Black Hills National Fdrest,
and Badlands National Monument--according to the- U.S. Bureau Of Land

'Management. In Meade County, ,96 percent of the -land is assessed as
agricultural, according td the Meade County. Assessor's office.

2 5 (J
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In Douglas School DistrIct there were 49,389 acres that were.appraised.
Of these, 141,007 acres ;-or 69 percent of the acreage in the district- -
were assessed as agricultural. One thousand nine hundred one acres--or
four percent of the district's acreage--were under residential use, and
108 acres--or 0.2 percent of the dkstrict --were under commercialuse.
There are 1,202 residential lots in the district and 50 commercial lots,
according to the Pennington County Auditor.

\
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3) Escambia County School District, Pensacola, Florida

Introduction

The Escambia County hool'Districtis run by an independent educ'ational
agency that receive most of its revenue from the State under the school
finance laws in Florida. The State provides' over half of all education
revenues in Florida and two-thirds of the ?avenues in the Escambia
County School District. The district is impacted primarily by the
Pensacola Neval'Air Station, which has five lar.ge fields located in

.the southern part of the district, and somewdat by Eglin Air Force Base,
whi h has a small field located in Escambia County. The Public Law 874
en itlement of Escambia County that was accounted for 15Y. fgese two bases'was 3.2 million in fiscal yeti. 1979; its actual payment as a result of
thes facilities was $1.8 million that year.

The' Area if
Geography. The Escambia County School District is coterminous with
Escambia County. ,The County is the westernmost Bounty its the Flotida
Panhandle, bordered on the north 'and west by the State%of.Alabama,-on
the south by t14 Gulf of Mexicb, and on the east by the rest of the
Florida Panhandle. The county attends approximately 50 miles north from
the Glelf of Mexico to the Alabama border. (See Maps and:8,.infra.)

Pensacola, the jaunty seat of.Escambia County, is the largest city and--
the leading commerciat and industrial' center in Western Florida. The
city occupies 24 square miles on the'northwest shore of Pensacola Bay.

Pensacola is the 'central city' of the Pensacola SMSA,,in which Escambia
and Santa Ross counties are located. In 1978, qestimated population
for Pensacola was 61,000 and that of the SMSA was 75,000.

The Pensacola naval complex is headquarteied at tote Naval Air Station on
Pensacola Bay. Six other naval installations are scattered. around the
southern portion of Escambia COunty, and one is'locatedin'neighbOring
Santa Rosa Codek.y.

Transportation. Transportation services in Escambia County are exten-
sive. Air service by two major airlines is provided at Pensacola
Regional Airport, whiah'is opfrated by the city.- It is located in
northeast' Pensacola, just nortH of the Port of Pensacola, and ten miles
northeast of the base. The Port of Pensacola, a deep-water port facili-
ty, connects with the intracoastal warrway to provide shipping accesS
to the Gulf of Mexico. Escambia County is intersected by four major
-highway, US 90, DS 98, US 29, and'Interstate 10, which ig part of the
Federal highway system. This network enables two interstate bus lines
and many trucking companies to serve Pensacola. (See Map 9, infra.)

t,
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Installations Affilidted with Pensacola Naval Air Statibn (No. and Nos. 3-7); and
Pensacola Airport- (No...2)1..
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The Economy. The following tables reflect the demographic and economic
trends in the Pensacola area over the past three decades:

TABLE V

Economic DevIrlopment-, Pensacola Area and U%S.:
Total Population and Employees By Sector, 1958-78

(numbers in thoudands)

Percent Change,
Earliest -Most

Recent YearPOPULATION
ft

1960 1970' 1978t
Escambia County 173.8 205.3 147,51-61 29.8
Pensacola SMSA 203.4 243.1 275.5 35.4
U.S. 179,323.2 204,335.0 218,717.0 22.0
MANU'ACTURING 1963 1972 1977
Escambia County 12.1 12.5 11.2 -7.4 '4

Pensacola SMSA 13.1 14.0' 12.7 -3.1
U.S. 16,158.4 19,026.8 19,596.9 . 15.6
RETAIL* 1963 1972 1977
Escambia County 9.1 14.1 16.7 83.5
Pensacola SMSA 10.2 15.5 18.8 84.3
U.S. 10,118.1 12,990.4 14,895.2 47.2
SERVICES* 1958 1967. 1977

County 3.0 4.1 7.3 143.3_Escambia
Pensacola SMSA 3.2 4.5 8.0 150.0
U.S. 3,8644 5,029.0 8,t72.0 111.4
AGRICULTURAL* 1959.-N 1969 1 1974
Escambia County 1.1 0.7 0.6 ' -45.4
Pensacola SMSA 2.1 1.4 '1,3 -38.1
U.S. 5,294.7 1 35184.6 3,026.7 -42.8

TABLE VI

EMpl yees by Sector as. Percent of Taal Employees,*
PedsaCola Area and U.S.

(figu es in parentheses. indicate latest year
forlwhich data is available)

Escambia
Pensacola
U.S.

*AG (74) 1MANU (77) *RET (77) 1*SERV477)
1.7 31.3 46.6 70.4
3.2 1 31.1 , 45.9 19.8
6.6 '42.9 32.9 1 17.9

I TOTAL

100.0 I /

j 100.0 1

1 100-.0 1. .

t Estimate. Q
+ Total employees is the sum of employees in each sector'for the latest
year for which data is available.

* Employment ip these sectors ielle sum of the number of establish --
.

ments and the number of employees. -It is assumed that there is one
proprietor per establishment. (Proprietors ,fe excluaed from the data
on emploYeles.)

Source: U.S. Census
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in Table V shows the following:

in Escambia County and in the Pensacola SMSA has been
a rate faster than the national average. The population
increased by over 29 percent, from 1960-1978, while the
the United States increased by 22 percent.

of employees in the retail and service sectors has also
a substantially higher' rate than the national average.

The number of epOloyees in the retail sector increased by over 83
percent in both Escambia County and the Pensacola SMSA; the number of
retail employees in the United States increased by 47.2 percent. In

the services sector, the numb of employees grew by over 143.perceni
in both Escambia County and= the Pensacola SMSA, while the number
increased by only 111.4 percent in the United States.

The number of manufacturing, employees in both Escambia County and
the Pensacola SMSA decteased,by over three percent from 1963 -77f while
the number in the United States increased by 15.6 percent during'this
period.

The number of agricultural employees decreased in Escambia-County
and the Pensacola SMSA at rates comparable to the national average.

The information-in Table VI shows that in recent years, the retail
and service sectors in Escambia County and the Pensiaola SMSA provide
over 65Nrcent of the employment. In the United States as a whole,
only 50.8 percent of employees work in these sectors.

The School District

Of the 40,907
percent, were
Force Base.
--6,904, or'91
-3,324, or 48

children attendlng Escambia County schools, 7,617, or 19
_connected with Pensacola Naval Air Station and Egliniti5
The vast majority of these base-connected children-1
percent--live off base. Of the children living.off base,
percent, were the children of military parents. The

191/ "Base-connected' children are those who live with parents either
living on, working on, or both living and working on a military
base. There are two types of base-connected children:ran 'A* child
lives with a parent who both lives and works on a military base; a
'B' child lives with a parent who either lives'oreworks (but not
both) on a military base. Base-connected children do not include
those federally-connected children whose parents live, work, or
live and work on Federal installatidns other_ than military bases.

2,,

I



table, shows the composition of base-connected children in Escambia
County:

Composition of Base-Connected Children,
Escambia County S'1ool District, FY 1979

Total ADA
Base-connected ADA

"A* Children

Military,wr Children
Civilian *8* Childrep

Source: SAFA

40,907
7,617

713
3,324
3,580

As noted, Escambia County relies heavily on State funding for its
general ,education revenues: the State provided $42.1 million, or 69
percent of the agency's general ,revenue in fiscal year 1979. This is a
substantially higher, proportion than the State average of 56 percent.
The agency raise 0 $16.7 million, or 28 percent of its revenue, primarily
from real property taxes, but_ also from personal property taxes on
business and from interest earned on investments. Impact aid funding of
$1.9 million for all Federal'activities accounted for three percent of
the revenue. The following chart illustrates this telationship:

Sources of Education Revenue,
Escambia County School District, FY 1979

.Source: Florida Department of Education J
Real property taxirevenuesi the most important type of local revenue,
came from diverse sources. Residential sources provided 59 percent of
the real property tax revenue. Another 17 percent came-from commercial
sources, with the remaining 24 percent originating primarily from
industry, but also from agricultuie.

Despite the diversified local property tax base, assessed valuation
per pupil in the district was extremly low. In 1979, it was $46,266,
which was 56 percent of the State average and'about half the average in
the non-impacted districts determined by the Florida Department of
Education to be comparable to Escambia County. Escambia,County's mill
rate'was eight mills, the highest allowed by State law.
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The Base

The 'Pensacola Naval Air Station complex consists
o
f seven sites

Escambia County totaling about 10,000 acres, and one site in Santa Rosa',

County. The p3ncipal site is the Naval Air Station on Pensacola Bay,
which covers almost 6,000 acres; the other important sites in Escambia \\

County include Bronson (1,100 acres), Saufley' (900), Ellyson (660), 'and

Corry (600).

The Pensacola complex employed 22,364 people, including 12,913 military
employees, with a total payroll of $330 million. Over the last two
decades, the number of employees at the base has grown by 78 percent.
The highest increase took place during the 1960's, and most of the
growth-can be attributed to the surge in the number of military person-

nel. The number of employees has leveled off during the past decade, as

the-following table shows:

Number of Employees at Pensacola Naval Air Station, 1960-1979*

1970 19791960

Total employees 13,150

Military 7,032

Civilian 6,118

22,612 22,364

14,758 12,913

7,854 9,451

* These figures do not iiiclude Eglin Air Force Base employees,
contractors, or Non-Appropriated Fund employees.

Source: Department of Defense

Of the 22,364 employees, 6,189, or 28.percent, lived on base and there-
fore paid no property taxes on their residences. Of those employees
living off base, 75 percent lived in the metropolitan area. Of the

off-base employees, 66 percent lived in Escambia and paid resi-

dential property taxes to the local educational agency
=71-

Civilian employeee of the base had an average annual income of over
-$22,000, while military employees earned $9,500 a year. The average

non-base salary in the area
ce

was $12,000 a year.

Of the 12,153 employees living of base in the metropolitan area, 5,058,

or 42 percent, were military. Military employees have the option of

Shopping on'Mse. On-base facilities sold $42 milliorrworth of goods in
1979: the PX sold $24 million, the commissary $15 million, and clubs and

liquor stores nearly.$3 million.

Some children.. who attended Escambia County public school in 1979 had

parents who worked at Eglin Air Porce Base. The number of Eglin employ-
ees living in Escambia County was 311, which was less than two percent
of the number of .employees from the Naval Air Station.
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The following table summarizes the results of the economic impact study
for the Escambia c9unty School District with respect to the Peneacola
Naval Air Station.-

Results for Escambia County School District

Per Pupil Base-Attributable
Expenditures

Expenditures

Alternative Use

$)(millions $)

Comparable districts $1,408 $12.9-$15.3 $13.9-$15.9

State average $1,421 $13.1-$15.4 $14.0-416.0

Revenues

Source

Property taxes $1.8-$2.2 $4.3 -$4.6
State aid $10.3-$12.1 $9.4-$11.0
Miscellaneous "other'

local revenue
$0.5-$0.6 $0.6-$0.7

Total $12.6-$14.9 $14.3-$16.3

Burden

Net Burden sr (Current burden - Alternative burden)
(Current expenditures - Current revenues)

- (Alternative expenditures - Alternative revenues)

Lower Bound Upper Bound
(million $) (million $)

Comparable PPE: (12.9-1,2.6) T (13.9-14.3) (15.3-14.9) - (15.9-16.3)
$0.7 $0.8

State avg. PPE: (13.1-12.6) - (14.0-14.3) (15.4-144.9) - (16.0-16.3)
$0.8 $0.8

Impact Aid entitlement accounted for by Pensacola Naval Air Station and
Eglin Air Force Base $3.2 million.

Figures rounded for clarity.-- Those used in text are midpoints.

According to the results of the'study, Escimbia County School District
suffered a burden of between $0.7 and $048 million from Pensacola Naval
Air Station in 1979. Children connected with the Naval Air Station and
Eglin Air Force Base accounted for $3.2 million of the Public Law 874
entitlement for Escambia County in 1979. The burden determined by the
study was about $2.5 million below the entitlement for Escambia County.

Escambia County is the only district of the four studied where the
burden differed substantially from the Public Law 874 entitlement. In
the three other cases, the burden was the result primarily of a shoFt-/ .
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fall in property tax revenue paid by lbase -attrib table employees.191
In Escambia County, however, though base - attribute e employees failed
to contribute as much property tax per pupil as oth employees in the
district, the State compensated for most of the difference. State aid
to Escambia County comprised a substantially higher portion of revenue
than it did for the other local educational agencies `the Commission
studied. Consequently, the burden-Imposed by PensacOla Naval Air
Station complex was mitigated by substantial payments frOMthe gate.

The Public Law 874 entitlement formula, as applied to Escamb a County,
assumed 'that State revenues comprised 50 percent of total e cational
revenue in 1979. In fact, however, Florida contributed $42.1 illion,
or 69 percent, of Escambia County's total revenue in fiscal yea 1979.
The State share of the costs of educating base-attributable childr was
even higher. The study found that the cost of these children was 14.2
million and that State MA accounted for $11.2 million of these co s.

state aid, therefore, financed 79 percent of the current expenses of tb\e
children associated with the Pensacola naval installations.

State aid was relatively high to Escambia County and due to base-attrib-
utable children within the county because the formula increased aid as
assessed valuation per pupil decreased. The assessed valuation per/
pupil was lower in Escambia County than it was, on average, in the rest
of Florida. Furthermore, the assessed valuation per pupil accounted for
by base-attributable families in Escambia County was even lower than
that accounted for by the other families in the district. The State-
wide average was $82,058 in-1979; Escambia County's assessed valuation
per pupil was $46,266 that same year --a, difference of 44 percent. The
study found that base-attributable families accounted for $26,089 in
assessed valuation per pupil, an amount substantially lower than that in
Escambia County because the place of .employment of these families- -
Pensacola Naval Air Station complex--was tax-exempt and not assessed at
all.

Escambia County's burden of $0.7 million came about for two reasons: the
State aid did, not compensate for all the(shortfaft in property tax
revenue, and, if the balm were to shut down, State and local revenue
generated by the site would exceed the education costs of the school-

-,
children associated with that site. Though the State aid formula,
according to he udy, financed 79 petoent,of the cost of base-
attributable chilatepe, it did not compensate for the entire shortfall in

192/ "Bate-attributable refers to the- sum of "base - connected" and
"base - induced," and applies to employees,, their schoolchildren,
their incomes, and their' families. It also applies to expenditures
and to revenues Of the local educatiohal agency that have been
accounted-for by base=attributable families. "Base - induced" refers
to those employees (as well as-to their schoolchildren and income)
in the commercial sector who were hired to accommodate the spending
of base employees. A

ti
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in property tax revenue. Base-attributable families contributed $199
per pupil in property tax revenues--substantially less than the $403 per
pupil contributed by the other families in Escambia County. -The State
partially made up this difference by providing $1,117 per base-attribut-
able child, which was more than the $1,002 it provided to other children
in the district. Together, the Sum of revenues from the State, property
taxes 'paid by base-attributable famBlies, and miscellaneous 'other"
local-relipue from these same families ($58 per pupil) failed to cover
the tota cost of educating base-attributable schoolchildren. (See
chart below.) These revenues were $0.4 million less than expenditures.

Per-Pupil Revenue Contributed by Base-Attributable and
and Non-Base-Attributable Families, By Source, 1979

Base-Attrib. Non-Base-Attrib.

Property Tax Revenue/ADA
State Aid/ADA

Miscellaneous 'Other"
Local Revenue/ADA

Total

$ 199

$1,117
$ 58

$ 403
$1,002
$ 56

$1,374 $1,461

In additionf-alternatiie use of the site would have generated more
revenue than it would have imposed in expenditures on the-iocal=educa-
tional agency. The assessed valuation per pupil of the site would
nearly double, so that if the mill rate were to remain at eight mills
(as the model assumes) , the property tax revenue generated by the site
would increase substantially. The study found that the site occupied by
the naval base would have a per-pupil assessed valuation of $50,994,
nearly double the $26,089 currently associated with the base. The
reason, of course, is that much of the base would become taxable. (See
Attachment II, infra.)

Though the amount of State aid to Escambia County would be reduced under
alternative use, it would not decrease enough to offset-the increase in
propertytax revenue.

A

The State aid triggered by the site would decrease to $10.2 million, or
67 sercent of revenue attributable to the site. The percentage of
revenue comprising State aid would still be above the average for other
local educational agencies in the State (which is 56 percent), because
the assessed valuation per pupil of the site, which would be $50,994, is
below the Florida average of $82,058. The assessed valuation for the
site under_ alternative use would be relatively low because both the port
and airport,' which would be operated by the municipal government, would
be tax-exempt. (See Attachment II, infra.) The sum of the increased
property tax revenue from the site, the still substantial State aid
triggered by the site, and the miscellaneous "other" local revenues
contributed by families associated with the site would exceed the
expenditures attributable_to the site by $0.3 million.

.
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The divergence between the burden of $0.7 million deterkined by the
Commission study and Escambia County's entitlement of $3.2 million under
the Public Law 874 formula can be traced chieflygto the large State role
in education in Florida. The Commission study found that the State fi-
nanced 79 percent of the costs of educating base-attributable children
in Escambia County. Thd Public Law 874 entitlement formula, however,
compensated Escambia County on the basis that the State paid 50 percent
of these costs (Escambia County uses one-half the national average
per-pupil expenditure to determine,its local contribution rate). This

difference of 29 percentage points regarding the State role accounted
for most of the disparity between the Public Law 874 entitlement and the
study's determination of burden.

Escambia County's local contribution rate (LCR) was $780' in 1979- -

reached by use.of the one-half national average per-pupil expenditure
method provided in Public Law 874 for calculating LCR. The Commission
found that substitution of its own data into the Public Law 874 formula
resulted in a per-pupil local contribution of $297.

The following table shows how the local contribution rate was determined
for Escambia County under current law and what that Tate would have been
if the study's findings were used:

Local Contribution Pet Pupil and LCR, Determined Using
Commission Data and P.L. 874 Data, Respectively

IPer-Pupil
Expenditure

Commission*, $1,414

Local Contribution
Local i Per Pupil/LCR
Share 1 (PPE x Local Share)
0.21 1 -$297

P.L. 874 I $1,560+ 0.50t $780

The Commission figures represent tffe midpoint In the range of data
determined and used, by the' study. -

+-Average per-pupil expenditure, United States, FY 1979.
t Study's determination of non-State share of costs of base-attrib-

utable children.

The per-pupil-looal-contribution determined by Commission data was $297,
or 62 pdrcent less than the Public Law 874 local-oontributioerate of
$780 for Escambia County_in 1979. The source of,most of this disparity
is the difference in local share, and not the difference in the per-'
pupil expenditure figures. The difference in- per-pupil expenditures
accounted for only six percent of the disparity between per-pupil local
contribution and LCR. Public Law 874 permits local educational agencies

Ito use the national average of per-pupil expenditures, while the Commis-
sion study uses the State average and the average of the non-impacted
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districts determined by the State to be comp
If the Commission had used the national avers
its determination of per -pupil local contributi
only $328--an increase just $31 over the per-p
actually found by the Commission. Thus, the di
per-pupil expenditure figures accounted for only a
disparity in local shares.'
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The source of most of the disparity between the Comm
local-ttntribution and the LCR under Public Law 874 wa
in the determinations Of local share. The local share of
-able expenditureswhich amounted to 21 percent of total
was lower than the local share of 50 percent provided by th
874 formula. The Commission estimated the local share by fi
mining the current expenditures iiposed by base-attributable
and the State revenue trriggered by base-attributable children
Commission then divided the difference between the two figu
base-attributable current expenditures to arrive at local

-m
share. [

Share (Expenditures, Base-Attributable - State Revenues, Bas'
utable) ÷ -Expenditures, Base - Attributable.] The Impact Aid law all
districts to assume local shares of 50 percent of.State or nationa
average per-pupil expendituies; Escambia County used one-half the
national average.

s

Thus the Commission figure for per-pupil local crtribution was substan-
tially lower than the LCR used in computing Escambia County's Public Law:
874 entitlement. This difference does not completely explain, however,
the ultimate difference between the Commission-determined burden and the
entitlement for Escambia County. The Commission's per-pupil local
contribution of $297 was 38 percent of the LCR of $780 under Public Law
874; however, the Commission-determined burden of $0.7 million was 22
percent of the $3.2 million entitlement for Escambia County. While the
Commission's per-pupil local contribution was substantially smaller than
the LCR it was not sufficiently small to explain fully the discrepancy
between the burden and the entitlement for EscambiaCounty. The other
component of the entitlement formula has to be considered if this
discrepancy is to be fully explained..

The Public Law 874 formula determines-entitlement by multiplying 4s
local contribution rate by the weighted number of federally-connected---/

193/ "Federally-connected* children are those who live with parents
either living, on, working on, 4r both living and working on Federal
property. There are two types of federally-connected children; an
"A" child lives with a parent who both lives on and works on
Federal. property; a "B" child lives with a parent who, either lives
on or works on (but not both) Federal property. Federally-connect-
ed children include base-connected children as well as children
whose parents live on, work on, or both live and work on Federal
installations other than military bases.

in
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children. The weights assigned to each child differ on the basis Of the
statute's estimatlemof the relative property tax burden imposed by each'
child's family. The different weights reflect the property tax
contributions from plates of residence and employment Oy the faMilies of
different types of children.

The Commission considers these property tax contributions from base-
attributable families but also takes into account their contributio to

commercial property tax revenues and miscellaneous "other* local eve-
nues. If the Commission model were to incorporate these revenue contri-
butions into" the Public Law 874 formula, the effect would be to lower
the weights applied by Public Law. 874 to measure burden. ,The lower
weights that the Commission model would apply would reduce the burden of
the base.

To determine just hqw large a role _the relative revenue burdens--as
measured by the weightsPlayed in explaining the Commission burden, the
Commission estimated entitlement by inserting its own data into the
Public Law 874 entitlement formula. The two inserted variables--some-
what different from those actually applied to Escambia County by the
formula--were the Commission's determination of the local contribution -4--

per base-attributable child and the number of base-attributable children
using the weights assigned to these Children by Public Law 874----rn
determifWg the number of-children, the Commission included base-
indUce&---(children in the district AS well as children directly con-
nected to the base. The Commission incorporated induced employees
and their schoolchildren into a/1 calculations of base effects on
expenditures and revenues.

A comparison.ofthe determinations of entitlemedt using Commission data
and data Provided under Public Law 874 yielded the following results:

194/ Children of military parents living oh base are assigned a weight
of 1.0 because their parents contribute no property taxes to the
local educational agency; children of military parents living
of base,.on the other hand, are assigned a weight of 0.5 on the
ground that their parents pay property taxes on their residence,
which are assumed to account for 50 percent of all property tax
revenues. Other weights are assigned to pupils who are the chil-
drtn of civilian employees, and their weights differ according to
whether their parents live in or out of the county. Finally., still

othe' weights are assigned to those children participating in
special education programs. The Commission assigned induced
children a weight of-0.45, the same weight that is=given by Public
Law 874 to children `of civilian employees working in the county.-

N-19ji See note 192, supra, regarding the term "base-induced.'
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Entitlement, Determined with P.L. 874 Data'and
Commission Data (Using P.L. 874 Weights)

Public Law 874

Local Contribution Rate $780

Weighted Number of
x Base-Connected Children 4,189
= Entitlement $3.2 million

Commission

Local Contribution Per
Base-Attributable Child- $297

Weighted Number.of
x Base-Attributable Children 5,242
= Entitlement $1.6' million

These calculations show that the variables in the Public Law 874 formula
explain a great deal of the disparity between the Commission's burden
and the entitlement for Escambia County, but not nearly all of it.
These variables with Commission data inserted would yield a burden of
$1.6 million, subsiantially below the entitlement of $3.2 million, which
was arrived at with Public Law 874 data. Variables other than those
considered by the formula, however, explain the difference between the
$1.6 million burden and the ultimate Commission-determined burden of
$0.7 million.

Because the budget surplus that would result under alternative use of
the base sites would be only $0.3 million, it is clear that the bulk of
the difference stems from the contributions of base-attributable employ-
ees to local revenues that have not been captured by the weights used-in
the formula. The contributions of base-attributable employees to com-
mercial property tax revenue and miscellaneous "others local revenue- -
contributions not taken into account by the weights in the formula, but
considered by the Commission*would have the effect of lowering the
weights applied by the formula to reflectTederal burden. The contribu=
tions 'of base - attributable employees in ,Escambia County are likely to be
particularly large both because Escambia County is the commercial center
of the Pensacola SMSA and because miscellaneous "other" local revenues
are substantial in Escambia County.

The extent of the concentration of commercial activity in Escambia
County can be seen from a comparisiqn of the retail sales in Escambia
County with the sales in the Pensacola SMSA. Retail sales and taxable
services in Escambia County totalled $1,118 million in 1979--an amount
comprising 89 percent of all sales and services in the Pensacola SMSA.
The civilian employees of the Pensacola Naval Air Station complex, who
constituted 42 percent of all base. employees, were, therefore, more
likely to do 89 percent of their shopping in Escambia County, according
to the model. These purchases resulted in commercial property tax
revenues for the local educational agency that were measured by the
model but were not taken into account.by the weights in the entitlement
formula.

Miscellaneous "other" local revenues in Escambia County consisted of an
assortment of revenues from investments, fees, and charges. Tb4 most
important source was interest earned on investments by Escambia County,
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which totaled $1.0 million in 19794, This gothef* loyal revenue aCcoUnt-

ed for 14 percent of Escambia County's locelly-raised reienue in-1979.
The model took into account base.'employees'-eontributions
revenues in measuring the burden of.the base..

,

The Commission's estimate of burden was far below-Escambia County!s,
entitlement under Public Law 874 primarily because the Commissidn's
estimate of the State_share.in financing the current-expenditures of
base-attritstable schoolchildren was substantially higher than the

assumption aout_State share that was made in the Public Law 874-formu-
la. This meant that the costs incurred by the local educational agency
as a result of. the Federal base were lower in the Commipsi6r%odel than
according to the assumptions of the entitlement formula. The Commission

found that the State of Florida stepped in to finance much.of the
education cost. The Commission estimated that the State paid 79 percent
of the costs of base-attributable schoolchildren in Escambia County, so
that the local share of these expenditures was 21 percent.- The Public
Law 874 formula, in providing a local contribution rate of one-half the
national average per-pupil expenditure, assumed that the local share was

50 percent.

The other principal factor that lowered the Commission's estimate of
burden was the Commission's consideration of base-attributable employ-
ees' contributions to commercial property tax revenues and to miscellan-

eous 'other* local revenues. The .entitlement formula applied weights
that estimated the contributions of base employees to residential
property- taxes. Though the weights do not estimate commercial property
taxes or_miscellaneous*other" lOcal revenues, the effect of the Commis-
sion's consideration of base employees' contributions to these addition-
al revenues was to lower the Commission's estimate of the burden imposed
on Escambia County by the Pensacola Naval Air Station.

Results from Alternative Use

The study reckoned that under alternative use, the amount of revenue
contributed by employees associated with the site would have been,
slightly more than the expenditures that their schoolchildren required.
The revenues added by employees associated with the sites would have
been ,$15.3 - million; expenditures associated` with educating the children

of these employees would have been $15.0 million. Revenues would
therefore have exceeded expenditures by $b.3 millidn.

The amount of expenditures and revenues s-undet alternative use would *be
higher because under alternative use both the number of employees and
the incomes attributable to the site would increase by nearly 10 per-
cent. (See Attachment II, infra.) If Pensacola, Naval Air Station
complex were to shut down, about 35 percent of the land on the sites
used by the_base would be used for industrial purposes and 15 percent
would be occupied by residences (Most of the remainder of the land would

be vacant!). The number of employees who worked and lived in the
Escambia County School District would increase.

.
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The expenditures imposed on ttie local ed6cational agency by. the site
would increase as the number of children associated with the site in-
creased to 10,616. With a per-pupil cost of $1,414, the local educa-
tional agency would have had to pay $15.0 million to educate, children
associated with the site.

Approximately 29 "percent of the revenue generat ed, by the site, or
4.5 million, would have come from local property taxes paid primarily
from industrial and residential sources. While this percentage would
exceed the 14 percent share of revenue paid' by,base-attributable employ-
eesfrom property tax revenue today, it is lower than the average in
districts throughout the State. ,Property tax revenues comprise 38
percent of local educational agencies' general and revenue thibughout
Florida.. The site,would contribute a relatively.. small share of the
property tax revenue under alternative use because most ogits industri-
al land would be tax-exempt. Nearly 2,000 acres ofthe Naval Air
Station complex would most likely be used, ,if the base were to shut
down, for a municipally-owned airport and an expanded, municipally-owned
port. The chief sources of property tax.revenue would be an inaustrial
park and,the residences of employees who work at the site.

State aid would accoupt for $10.2 million of the. site's revenue? of 67
percent Of total revenue. This would be about $1 million less than the
local educational agency now receives from the State as a result of the
base, under alternative use, the local educational agency's gain in
assessed valuation would more than offset the effect on the State
foimula of an increase in children to produce a loss of State aid.

The per-pupil amounts ofcategorical State aid and miscellaneous 'other"
local revenues, which include interest income, would be comparable under
alternative use with the amounts current* contributed by- the base.



-ATTACHMENT I

STATISTICAL PROFILE,'ESCAMBIA COUNTYACROOLDIBIRICT,%Fy 1979

Summary

I. School District

Average Daily Attendance 04*
a Total

Base

Military,A
Military B
Civilian B

Base Employees
Total
Military, total
Living in district,-on base
Living in district, offfibese

Civilian, total'
Living in district

Acres
'Acres, district

Acres, base 4.

II. Local Educational Agency
.

?or-pupil expenditurei
comparable districts

Per. -pupil expenditure,

, Total Property Tay..14Re.i,enue

4

averageof

State average

.
Residetial--sources
Commerclel sources

:\Industriel 1 agricultural sources

Total General Fund State Aid

scellanftus mOthei* Loc
./b

Lv 874 Entitlement, Pens
Air Station & Eglin Air
.C. 874 Payment, Pehsa
Station & Eglin Air Force Base

ReAnue

cola Naval
Force Base
a Naval Air'

40,90'7 ,

7,617 .

713

3,324
3,580

23,531
13,113
4,979
4,442

10,460
6,901*

420,480
10,262

1,40.8

.$ '1,421''

$14,420;000

$ 6,489A00
$ 3,335,1100

$ 4,606,000

$42,145,000=

$ 2,307,000

$ 3,151,005

1.1018,000,

. .
. . %

* Includes Egline military-employees living in.Escambia County,
,pglin civilians livihg in Escambia ant Santi' Rosa Counties,

...

find contractors. . - ...

r
S

4

IC)

I

I

I
3

I

.1.
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CurrenrUse

I. Current Expenditur s

Average personal income
ADA/Job

Per-pupil expenditure, comParabAdistricts
Per - pupil' expenditure; State average
ADA, base

II. Current Revenues

$13,500
- 0.41e

$1,468
$1,421

7,617

TYPE OF EMPLOYEE NUMBER - AVG. WAGES & SALAftES .

living in
district

SMSA (excl.
district)

living in
district

SMSA (excl.
district)

Civil service 5,591 876. $22,383 $22,253
Non-Appropriated Fund 709 103 $ 7,925 $ 7,95 l'

employees (W) A .
Contractors
Working spouses

553

1,161
81

183
$1 G947
'$11,947

,$11,947
$11,947

Military off base 4,344 616 $ 8;991 . $,991
Working spouses 1,516 -468 .. $11,947 $19,947
3(b)(1) parents 48 0 $11 ,947 t
Working spouses 8 0 $11,947- t
Military on base.

Families 915 412 $11,859- $11,859
Bachelors 4,064 998,\ $ 8,916 / $ 8,91,1.

Military living in
.

mobile hbmes 98 1.0 4 $ 8,991 t
Working spouses* 585 T83- $1,947 $11,947

.J Not Applicable&

Personal Income Adjustment, base employees.(except4NAF)
Personal Income Adjustment, NAF employees 1.0

Net Multipliers --.. 4

Civil service- employees .24 - .40. .

Spouses, civil service employees .00 -: .40
NAP employees .23 --.37.
Military employees - ;17 - .33
Spouses, military employees .00 - .35 f

This figure fox spAtes .is proportiOnately larger because all persons
living in "fatily quarters, are-assumed to be married. Also, all'.
persons living in ."bachelors quarter's" are assumed dot to'llave wives
withiri tie county. '

.. .

2'
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a. Residential Property Tax,Revenue ($6,489,000)

Population, county, 1078
Population, SMSA,..1978
Personal income, county
ADA, low-rent public housing

1.6 Commergial Property Tax Revenue ($3,335,000)

Percentage of.personal income spent on
retail goods anct*Wable services

Military payroll, employees livifig
on base and in district

Military payroll, employees & retirees
living in district sir

Total on-base sales
Total, retail sales & taxable services

in Escambia County, 1979`
Total, retail sales & taxable services,

SMSA, 1979

225,600

275,500
$1,536,856

582

59.3%

$ 9/1/,221,000

$ 161,512,000
$ 41,952,000

$1,117,685,000

$1,258,756,000

c. General Fund State Aid 042,145,000

Non-categorical aid $3,8,326,000

-Categorical aid & miscellaneous "other" aid $ 3,818,000

d. Miscellaneous 'Other" Local Revenues (Non- Property
Tax Revenues)" (($2,307,000)

Total ADA, district
Miscellaneous gotheeNlocal revenue,

function of ADA
Miscellaneous "other" local revenue,

function of local educational agency
retinues (Interest thcdme)

Alternative Use

III. Alternative Use, Expenditures f

40,907

$1.,354,00-0

$ 953,000

= Average personal 'Income $13,500
ADA/Job 0.1110

Per-pupil expenditute, 'comparable districts $ 1,408

Per-pupil expenditure, State average $ 1,421

Alternative Use Revenues

Number
Acres

Avg. Tax
Per Acre

Emp. Per
Acre

Avg.
W&S

Agricultural 893 $4.15 k,

Pioprietors .008 $ 6,737,

Employees .002 $ 7,563

Commercial 470 41,400 10.2 $ 8,788

InddstrAP1 1,200 $1,400' 10.2 $16,030

Port 0 300 0 15.38 i $16,030
'Ai 1,653 0 .273 1 fl6,030
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Number of working spo ses of alternative
use-site employees, county

Number of working spouses of alternative
use site employees, SMSA, excluding district

Ayerage WO, working spouses of aItetnative
use site employees

pritOnalincome Adjustment
Net Multipliers .

Alternative usalemployees
, Alternative uselworking'spouses

Pensacola Naval Air Station, Civilian employees,
.living in the distriot
Total, Pensacola Naval Air Station
civilian employees

a. Residential Property Tax Revenue ($6,489,000)

Percentage induced income accruing to
district residents

Population, county, 1978
Population, SMSA, 1978
Personal income, county
ADA, low-rent public housing

b, Commercial Property Tax Revenue ($3,335,000)

Percentage of personal income spent on
retaii gordsaand taxable services

Total, retaiiikales & taxable servidei
in EscaMbia County, 1979

Total, retail sales & taxable services,
SMSA, 1979

c. General Puhd State Aid ($42045,000)

Non-categorical aid e -
Categorical and miscellaneous *other"
$state aid

1,969

274

$11,-947

1.13

.24 - .40

.00 - .40

6,246

9,451

83.5%

225,600
275,500

$1,536,856

582

59.3%

$1,117,685,000

$J,258,756,000

$38,326,000

$ 3,818,000

d. Miscellaneous 'Other" Local Revenues (Non- Property
Tax Revenues) ($2,307,000)

Total ADA, district p 4-0,907
Miscellaneous "other" lOpal revenue,

function of ADA _$1,354,000
Miscellaneous "other" local revenue,

function of,local educational agency
revenues (Interest income)

_ 9

$ 953,000
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ATTACHMENT II

BASIS FOR PROJECTIONS OF ALTERNATIVE SITE USE

'Estimlites of how the sites occupied by tie Pensacola Naval Air Station
complex would be used if the base were to close down were made by the
following experts on local land use and history:

Duncan Bus hart, West Florida Regional Planning Council
Peter DeVries, Pensacola City Plannid4 Department :

John Jones, -Bscambia County Appraiser
Leora Sutton, Escambia County Historical Society
Ike Wilson, Escambia County Planning Department

The Capmission examined the alternative use of Pensacola Naval Air
.Station headquarters,,and three affiliated stations scattered throughout
southern Escambia County% The experts'. projections about alternative
site use also included the Pensacola Municipal Airport, located 11 miles
from the Naval Air Station. The important .sites that would be involved
if the Navy were to close the Naval Air Station complex, according to
the local experts, included'the following:

Pensacola Naval Air Station (5,821 acres)
Pensacola Municipal Airport (1,200 acres):
Bronson Field (1,9_08 acres)
Ell.yson Field (620 acres)

Corry Field (604 acres),

The
.

most important events that would be triggered by the base closure
would involve the,Naval Air Station and the PensaCola Municipal Airport.
The experts felt that closure of the base would substantially alleviate
thy'demand for land in southern Escambia County'? This demand is in-
creasing both because the residential population of Escambia County is
rapidly growing and because trade firms want to use the facilities at
the well-situated Pensacola' port.

Less land is currently developable in Escambia County than would be
.available for development if the base were to close down. Facilities
owned by the city of Pensacola are .duplicated on the base: like the city
of Pensacola; the base has both a port and an airport, but both facili-
ties are restrict to use'by the U.S. Navy. These-facilities arie fewer
than 12 miles from the port and Airport run by Pensacola. Evidiince of
the increasing demand for residential land in Escambia County is provid-
ed by population data. IThe population of both Escambia County and the
Pensacola SMSA' (which Tineludes Escambia and, Santa Rose counties) has
been increasing at a rate faster than the national average. The papule-
1cpn of Escambia County- has grown from inspo in 1960 to 225,600. in

\,1978, an increase Of 29.8 percent.. The population of the Pensacola SMSA
has also grown--from-203,400 in 1960 to'275,000 in 1978, a 35.4 percent

.growth. The rate of increase in the United States, meanwhile, was only
22.0 percent between 1960 and 1978.

ca
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--These population oains were concentrated in the residential areas
surrounding the, Pensacola Municipal Airport, which is located in a
suburban area northeast of the city. The largegt population' increases
in Pensacola from 1970-78 took place in census tracts 10-13, which are

.adjacent to the airport; census tr 14, which-begins less than one
mile west of the airport; anc; census tr t 35, which begins less than
one mile north of the airpOrt. 9e/

The pressure resulting from the demand- for residential land around the
Pensacola municipal Airport has resulted in two lawsuits filed by
residents against the city. In 1978, the Gonzalez family, which owns
land east of the airport, filed a suit against the city because the
family wanted to sell its land to bedeveloped rather.than have it used--
as a buffer zone against airport noise. The city ended up buying the
60-odd acres and is using it as'a buffer zone. In a similar case, the
Bears Estate, which owns land to the south of the airport, also wanted
to sell its land for development purposes, rather, than have it used'as a
buffer zone. That case; filed in 1977, is still pending.

Firms involved in export or import have also been interested in aoquir-
ing land Jr: Escambi& County. They have, been particularly interested in
using the facilities at Sand nearthe Port of Pensacola, which is lo-
cated eight miles north of the entrance to the Gulf of Mexico. These
firms have sought to locate near the port to take advantage .of the
port's des tole location and the high quality of-the labor fOrCe Tn
Peneacolae=2!

9

The port has not been able to accommodate all the requests for use of
port facilities because the warehouse are fill4d to capacity or because
--the port is not deep enough to service some of the large ships. The
port has been not been able to expand, accordingto the experts, because,
1,t is surrounded on all sides by residential and commercial develop-
ments. In addition, the two railroad lines that transport cargo from
the port--the San Francisco and the Louisville & Nashville railroads- -
delay downtown traffic with their present volume.

Consequently, the port has had to turn down numerous requests from firms
interested in using its facilities-. The Port Authority of Pensacolh
turned away 78,000 tons of cargo in fiscal year 1980 because of insuffi-,
cient capacity. In addition, inquiries from a half-dozen major corpora- -
tions seeking to use the facilities have been rejected by.the Port

196/ Source: Pensacola Planning Department AP
197/A. study.by the A.T. Kearney consulting firm of the desirability of

the Pensacola area as a business location listed the assets of the
area: the quality of the labos force, the supply of Ami- and
unskilled labor, the availabilf industrial and vocationpl
training, the low level of union activity, expanding transportation
services, and the quality of life.
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Adihority in the last three years. These firms, whiCh have included
coal exporters, grain companies, and manufacturers4of rail cars, red
quired warehouse space thaethe:port could not provide.

If'the Naval Air .Station were to be sold,,the local experts maintain,
both the residential demand for land at the Pensacola Municipal Airport
and the demand by .firms for use of the Pensacola Port could be satis-
fied. The naval air rt has facilities superibr to those of the munci-
pal airport, they s , and transfer of the naial airport to municipal
ownership wdUld enabl residential development on the current municipal

airport. Sale of the naval base to the city of Pensacola would supple-
d*

meni the supply of port facilities, provide a port deep enough to accom-
modate ships too large for the current municipal port, end alleviate the
congestion at the Port of Pensacola.

The current municipal airport is located five.miles northeast of down -
town Pensacola; on Escambia Bay. Its 7000-foot runway needs to be
expanded by 1,000 feetp,according to a long-range plan,drawn up by the
city. The naval airport has a runway of 11,090 feet - -4,000 feet longer
than the runway at the municipal airport. The buffer zone between the
municipal airport and `the adjacent residences is not as large as,that
provided at the naval airport; in fact, the noise level in some residen-
tial areas exceeds the 75 decibels allowed by the Department of Housing
and Urban Development, according to the local experts- They feel that
this level of noise may eventually result in lawsuits'against the city
by Pensadbla residents.

The naval port, if transferred to municipal control, would ease the
burden on the facilities of the current municipal port. The naval port
is located right at the entrance to ithe Gulf of Mexico, eight miles
south,of the municipal port. It is better sheltered from the elements
than is the municipal port, according to local experts. This is a
critical asset in Pensacola because thunderstorms occur frequently in
the area, and hurricanes can be expected once every seven years, accord-

ing to the Pensacola Planning Department. The fact that the naval port
is "landlocked,* according to Leora Sutton, affords it better protection
from these hazards. In addition, the water at the naval port is deeper
than that at the municipal port, permitting ships with larger capacity

Jmwto dock.

I
Closure of the Naval Aix Station. Headquarters would probablyjesult not
only in the transfer of airport and port facilities to municipal use,
but also in the sale of the res?of the station. The choice land near'
the naval port would become available, probably for use_by trade and'
industrial firms who-have been unsuccessfully seeking access to the
facilities at the Pensacola municipal port. The local planners agreed
that 1,200 acres neii the naval port would probably be set aside for use
as an industrial park under alternative use because of -the proximity of
the site to the-pOrt and because there are no environmental obstacles at
the site to prohibit such use.
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The presence of the airport on the site wotawlorobably prevent major
residential development on the site, the planners felt, despite the high
demand for housing in the Pensacola area. The property on the western
,part of the base, however, would be sufficiently buffered ftotn airport
noise to permit development for residential use. The natural amenities
of the waterfront, the planners agfeed, would be conducive to the,
development of about 150 acres fiv. middle- and upper-income housing.

Alternative use of facilities that would be affected py closure of the
Naval Air Station Headquarters is summarized below:

Naval Air Station Headquarters (5,821 acres):

28% Municipal A1:rport(1,650 acres)
51- Municipal Poet (300 acres)

21% Inddstrial Park (1,,200 acres)
43% BufferZone (2,521 acres)
3% Residential (150 acres),

__Pensacola Municipal Airport (t,200 acres):

100% Residential (1,200 acres)

Pensacola Municipal Port (68 acres):

_100%, Municlpal_Port (63 acres)

The projections by the local experts about how-the three fields affili-
ated with the Pensacola Naval Air Station Headquarters valid be used if
the base were to close include the following:

Bronson Field (1,098 acres)

75% vacant (823 acres)

25% residential (275 acres)

Bronson overlooks Perdido Bay on the western border of Escambia County,
six miles from the Naval Air Station Headquarters and 11.5 miles from
downtigwn Pensacola. It is currently used for aviation trailing 4nd has
few facilities other than a landing strip and_several watesetanks. Most
of the field is marshy and "susceptible to flooding, accoiding-to the
,local experts, so that it would probably not be developed. The Bronson
waterfront, however, offers desirable views=of Perdido Bay, so that this
acreage would -probably be developed for residential use, the experts
say. Similar waterfront across Perdido Bay has been developed, for
conddminiums, and the demand for middle- and upper-income housing in
Escamhia County would also probably result in the development of condo-
miniums on the Bronson site, the experts feel.



-Ellyson Field (620 acres)

76% comwrcial (470 acres)
24% vacant 1150 acres)

Ellyson is iodated on Escambia -Bay, 11 miles north= of the
Naval Air Station., -and six miles north of downtown Pensacola. Ellyson

was declared surplus by the Navy in 1979 and turned over to the U.S.
General Services Administration (GSA)._ The GSA is currently negotiating

the sale of the site to the city ofPensacolar which waheeto use it as
a commercial park. The infrastructure on the current site includes
shops, office buildings, recreational facilities, and hangars.

While the local experts'agreed that most of.the site-Would be used as a
commercial parki they felt that the low elevation of the northeast sec-
tor and resulting drainage problems would probably preclude development
of that area.

Corry Field (604 acres)

90% residential (544 acres)

108...2pcant.(60 acres)
.

Corry is located in suburban Pensacola, two piles north of the Naval Air
Station- and four miles west of downtown Pensacola; Corry is currently

used by the Navy, to, train students in cryptology, electronic watfare,
and. photography. Its,facilities'include'housingr schools, a hosiiital,

and recreation facilities.

The local experti agreed that most of Corry F9eld would be used for
residential purposes, primarily because it is situated amid a growing
re#dential.area where demand for low-"and'middle-income housing exceeds
supply. Corry is,bordered on-the northern, eastern, and southern sides
by dense residential housing; the lan's bordering the western siae--alio

residential--is not as densely inhabited because it is priMhrily swamp-
land.- The westernmost part of Peiimacola, about one mile from Corry,
recorded the fastest population gramth of Pensacola's 13 central and
older city census tracts from 1963-70, according to the Pensacola City

Planning Department. The local experts felt that the southern portion
of Corry would probably remain vacant to allow drainage of rainwater.
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4) Chambersburg Area School District, Chambersburg,.Pennsylvania

Introduction

The Chambersburg Area School District is administered by an independent
local educational agency that generates most of its revenue from the
local propAhpy tax. Over 20 percent of its ch dren are federally-
connected;---(the vast majority of them are' the iildren of civilians
who work at the Letterkenny Army Depot in the northern part of the
district. Chambersburg's Impact Aid entitlement accounted for by
children of Letterkenny employees was $0.7 million in fiscal year 1979,
and its payment was ,$0.4 million thpt year.

_ the Area

Geography. The district is located in the heart of predominantly rural
Franklin County, which lies on the southern border of Pennsylvania in
the center the State. (See Maps 10 and 11,.infra.) The town of-
Chambersburg,Nlitiich is the capital of Franklin County, is located in the
district. Chambersburg is the most populous town in the county (it has
16,500 people) and the catmercial center of the area.

Chambersburg is about one hour's drive from Pennsylvania's capital,
Harrisburg," to the northeast_ and Hagerstown, Maryland to the south.
Downtown Chambersburg. is five miles south of Letterkenny. Letterkenny
occupies about 45 percent of the land area within. the district. -

Transportation. Chambersburg is intersected by one major interstate and
one Federal highway. (See Map 12-, infra, for details.) Interstate 81
travels north - south, connecting Hagerstown, Maryland to tire south with
Harrisburg and Scranton to the northeast; Route 30 is less traveled and
runs east-west4from Philadelphia to Pittsburgh. Eight freight trucking
terminals and three bus lines make use of these highways.

Freight train transportation is provided by ConRail and Western
Maryland, which have terminals in Hagerstown and Harrisburg. The
Letterkenny Army Depot operates a railroad within its boundaries that
receives and ships about- one -fifth of the freight volume in Franklin
County.

198/ "Federally-connected" children are those who .,live with parents
either living on, working on, or both "*ying ana*rking on Federal
property. There are two types of fedeially-connected children: an
"A" child lives with a parent who both lives on and works on
Federal property; a '2" child lives with a parent who either lives
on or works on.(but not both) Federal property. Federally-connect-
ed childr,en include base-connected children as well as children
whose parents live on, work on, or both live and work on Federal
inptallations other than military bases.

2
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The nearest regdlar commercial air-service is provieled at Harrisburg,
Pennsylvania, and Hagerstown,'Maryland airports, with major connections
to four large municipal airport.

The Economy. Franklin County is a predominantly rural area, with over
85 percent of its leand used for agriculture, fdest lands, or recrea-
tion. Specifically, 45 percent of he land'is either crop land or'
pasture, 30 percent is forest land, and the remaining ten percent
consists of .State parks and forests.

Tables VII and VIII provide an overview of the economic base in Cham-
bersburg and Fianklin County:

TABLE VII

Economic Development, Chambersburg Area and U.S.:
Total Population and Employees By Sector, 1950-78

Anumbers in thousands) r4

Percent Change,
Earliest-Most
Recent YearPOPULATION__ - 1950' 1960__ 1970 1978

Chambersburg , 17.2 17.7 17.3 16.5 -4.1%
Franklin Co. 75.9 88.2 100.8 107.2 41.2
U.S. 151,325.8 179,323.2 204,335.0 218,717.0 44.5

MANUFACTURING 1954 1963 1972 1977
Chambersburg 3.3 4.7 5.2 4.9 48.5
Franklin Co. 9.1' 10.3 13.0 14.6 60.4
U.S. 16,125.6 16,958.4 19,026.8 19,596.9 21.5

RETAIL* 1954 1963 1972 1977
[

-4
Chambersburg 2.1 2.0 3.0 1 3.6 71:4
Franklin-Co. 4.3 4.5 5.8 6.6 53.5
U.S. Y .8,845.9 10,118.1 12,990.4 14 ,895.2 68.4

SERVECES* 1948 1958 1967 , 1977
Chambersburg" 0.3 . 0.41 0.7'7.. 1.0 233.3
Franklin Co. 0.6 1.2 1.4 2.1 250.0,,

329.601.U.S. 1,902.1 3,864.5 5,029.0. 8,172.0

AGRICULTURAL* 1950 1959 1969 ti 1974
Chambersburg NA NA NA NA
Franklin Co. 4.3 3.6' 2.3 2.2 -48.8
U.S. 6,966.2 5,294.7 3,384.6 3,026.7 -56.6

Soirce: U.S.. Census

* Employment in these sectors is the sum of the number of establish
ments and the number of employees. It is assumed that there is one
Proprietcl pei establishme9t. (Proprietors are excluded from the
dataon employees.)

NA Not Available.

0

/'



-248-

a

TABLE VIII

Employees by Sector as Percent of Total Employee's,

Franklin,County and U.S.
Efigures in parentheses indicate latest year

for Which data is available)

*AG (74) NAND (77) 1*RET (77) *SERV (77) 1 TOTAL
Chambersburg NA 51.6 37.9 10.5 . 1 100:0
Franklin Co. 8.6 . 57.3 2$.9 8..2- 1 100.0

1 U.S. ° . 6.6 42.9 1 32.9 1 17.9 100.0

'Source: U.S. Census

* Employment in these sectors is the sum of the number of establish-
ments and ,the number of employees. It is assumed that there is one
proprietor per establishment. (Proprietors are excluded from the
data on employees.)

NA Not Applicable.

. Th[s data reflects the following developments:

Chambersburg's population surged_ during the 1940's when Letterkenny
was atablished. In the last .30 years, the town's population has
remained at about 17,000. While Chambersburg'S population hasreached
a plateau, the number ofpeople in Franklin County has grown steadily
since 1950.

e Manuldcturing employment has increased more rapiely in Franklin
County !than in the United States. The number of manufacturing employ-
ees in Franklin County has increased by 60 percent, while the number.
in the United States has risen *just 21 percent. This trend has
not, however, extended to ChaMbersburg, wherg manufacturing employment
has leveled of over the last two decades.

e The number of agricultural jobs in Franklin Cgttnty has been decreas-
ing, but at a rate slightly lower than the nati nal decline.

The proportion 0,5f Frank! County emploPte9 in agricultultal and
manufacturing jobs is higher than the national average. Of Chmbers-
-burg's non-agricultural empl eesp the majority work in the manufac-
tur.ing sectof while a substant al portion work in retailing.

The School- District

Of the 8,346 children educated A-11 ChambersbUrg in fisdal year 1979,
1,692, or 20 percent, were connected with the Letterkenny Depot. About

0 r,
'CO)
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93 perdbnt of these base-connected 1224kildren were civilian."B" stu-
dents- -the children of civiliand working on the base.

The composition of Chambersburg's base-connected student population was
as*folloFs:

Composition of Base-Connected Children,
Chambersburg Area School District,FY,1979

`Total ADA 8',346

Base-connected ADA 1,692
"A" Children. 74
Military "B" Children 42
Civilian "B" Children

Source: SAFA

Most of Chambersburg's revenue comes frogl, local sources. About ,

percent of general revenue was raised locally in fiscal year 1979,
primarily from_the property tax. The State of Pennsylvania contributed ,1
over -$6 million in general fund revenue, or 41 percent; Impact Aid and
Federal categorical funds each accounted for three percent. Public Law
874 entitlement accounted for by.children of Letterkenny employees in
fiscal year 1979 was 10,7_millicni, though the_agenr7 received-only-$0.-4-
million: The following chart shows Chambersburg's fiscal sources-

Sources of Education Revenue,
Chambersburg Area School District,. FY 1979 ,

.4

'State

41% Local
53%

Source: Pennsylvania Department of Education,

Market value per pupil in the district, whic:h prOvides'the.bAsis for
general fund State aid, was below the State average. The Market value
of taxable property in the Chambersburg District divided by the average

199/."Base-connected" children.arethose-who live with parents either
living on, working on, or both living a:id working on a military
base. There are two types of base-connected children: an *A" child
lives with a parean/who both lives and works on a military bass; a
"B"Ochild lives with a parent who either lives or works (but not
both) on a military base. Base - connected' children do not include
those ederally-connected children whose .parents-live, work, or
live and work on Federal installations other than military bases.

f
1
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daily attendance-.:,was $47,816 in 19784 'in the State,, that

$49,316. The presence of Letterkenny--which'occupied 44 pep
land in the district and employed the parents of 20 'pe
children--was prbbably- a factor in ChamSersburg's low per
.value.

Of locally-raised revenge, 74 percent was raised by the
The remaining 26 percent was generated by a variety of in
employees and residents.

figure 'was

rcent of the
cent of, the
upil market

property tax.
Come taxes. on

r .

The pr erty tax base of the Chambersburg Aiea chool
largely residential and .commercial. Sixty-two percent of
tax revepue came frie residential sources and 22 percent fr
property. The remaining 16 percent came from agricultural
al sources.

The Base

District ie
he proper\ty

commercial
d industri-

/ .

Letterkenny 'Occupies' 19,524 acres or 44 percent of the land rea-within

'-the district. . Letterkenny was the largest employer in e county,_

employing' 5,360 people, or 11 percent of all employees in t,e, county.
Almost 98 percent of these employees were civilian. The ba ./Sayrpll

was-$99 million in 1979. '

The number of employees at Letterkenny has remained relativel Constant
over the past two decades, as has.the qumber of civilian employees. The

following tabe shows this, consistency:

Number of Employees at Letterkenny Army Depot, 1960_1979*

, Total Employees
Military
Civilian

1960 1970 1979

5,361, 5,356 5,360

61' 79 98

5,300 5,277 5,262

Source: Department of Defense:

* These figures not include Non-Appropriated Fund
employees or ontractors.

Residential patt rnd of Letterkenny employees reveal that 47 ercent of
all the civilian employees lived in the ChambersbUrg Diitrict, and about
75 percent of the civilian's lived in Franklin County. Of the 98'mili-
tary employees, 60 lived on base and most of the rtst lived in the
school district. The average salary for civilian employees 4as over
$18,000 in 1979; for military employees,- it was nearly $21,000. Both of

these exceeded. the average salaiy in Franklin 'county, which was $11,600

in 1979.
-

Letterkenny has no-commercial facilities on base, but'some of the.
military eMployees'travel 30 miles, to shop at the PX and commissary in

,

Carlisle.
404.. 2

-ti
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Summary of Results .,

The following table summailes the results,,,of the economic impact study,for the Chambersburg Area School District.--

Expenditures

Per-Pupil Base-Atti' utable
Expenditures ons $)

Alternative Use
(millions $)

Comparable ,districts $1,957 $3.944.3 $0.18-$0.22

State Average $1,987
ti

$3.9 -$4.4 $0.18-$0.22

Revenues

SoUrce
ti

Property .taxes $1.2-$4.3 $0.14-$0.18
State aik $1.6-$1.8 $0.04-$0.05
Miscellaneous "other"
local revue

$0.5-$0.6 $0.02-$0.03

Total $3.3-$3.7 $0.20-$0.24

Net Burden

Burden

(Curr"ent burden -.Alternative use burden)
(Current expenditures - Current tevenues)
(Alternative use expenditures - Alternative use revenues)

Lower Bound

(Millions $),
Upper Bound

(millions $)

Comparable PPE: (3.9-3.3) - (0.18- 0.20,) 14.3-3.7) - (0.22-0.24)
$0.6 $0.6

State vg. PPE: (3.9-3.3) - 10.18-0.t) (4.4-3.7) - (0.22-0.24)
$0.6 $0:7

Entitlement accounted for by Letterkenny Army Depot $0.7 million.
$

. .-40. .

*/-Figures-rounded for clarity. Those used in text are the midpoints..

Results, Chambersburg Area School District, Chambersburg, Pennsylvaniap
,,

The study .determined that Chambersburg Area School District suffered a
fiscal burden of between $0.6 arid $0.7 million in,fiscal year 1979. The0 Public Daw 8/4 entitlement for Chambersburg that, was triggered\by
childSen connected with etterkenn? Army Depot was $0.7 million. The
midpoint of the study's stimae of the burden imposed by Letterkenny,
therefore, was within seven percent of the entitlementdetermi;ned by the
Public Law 874 formula. ,

.
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The burden occuried,because the revenue generated by employees associ-
ated with Letterkenny failed to cover the costs that their schoolchil-
dren imposed,. The shortfall in ,revenue resulted from the failure. of
-employees associated with Letterkenny to pay .as much in lo5al

/
property

uu
taxes. as nor -base employees Paid. Le erkenny-attributable--- families

account for 'mote State aid than n-bese-attributable families
'and almost as much miscellaneous "other" local revenues; these reve-
nues, however, did not make. up"for the shortfall in local property tax
revenges,

The following table shows the per-pupil amount.of each type of revenue
that base-attributable and non-base-attributable families conteibLted'to
Chambersburg Area School District:

Pev.6Pupil Revenue Contributed by Base - Attributable and
Non-Base-Attributable Families( by Source, FY 1979

Base-Attrib. Non-Base-Attrih,

Property Tax Revenue/ADA $597 $744

State Aid/ADA --$825 $745

Miscellaneous *Other* $249 $257
Local' Revenue/ADA

Total $1,671 , $1,746

The table shows that while base -attributable families accounted for as
much as non-base-attributable families did in per-pupil State aid and
miscellaneous *other* local revenue, they did 'not contribute as much
property tax revenue per pupil

Two thousand ninety-three children associated with Letterkenny attended
. Chambersburg schools at a cost of $1,972 per pupil in/1979. About 24

percent of these pupils were the children of induced employees who were
hired to accomodate the demand for goods and services of Letterkenny
employees. .,The percentage of induced children was relatively high in
ChambOrsburg -because virtually all the employees at Letterkenny were
civilians who lived of base and shopped at local stores.ndther
reason that Chambersburg had a large number of pupils who re the
children of induced employees is that the town of Chambersburg is the
residential and commercial center of the largely, agricultural Franklin
County. There 'was a relatively high probabilitA that employees hired to

.accommodate base employees' demand for goods ands-services would live in
Chambersburg itself.

200/' "Base-attributable" refers to the sum of "base -- connected" and

"base-induced," and applies to employees, their schoolchildren,

their Incomes, and their families. It also applies to expenditures

'and to revenues of tht local educational agency that have been
accounted for by base-attributable fannies: *Base-induced" refers
to thpse employees (as well as to their schoolchildren and income)
in the commercial sector who were-hired to accommodate the spending P

of base employees.
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While children associated with Letterkenny imposed costs of abdut $4..2
million on Chambersburg, the employees associated with Letterkenny
contributed only $1.25 million in local property taxes--enough revenue
to cover only 30 percent of the education costs of their. school
children. In local educational agencies throughout Pennsylvania, in
-cOntrast, property tax revenues.financed about 40 percentof the cost
of education. Of the $4.2 billion in edudation revenue raised., by
agencies throughout Pennsylvania, $1.7 billion came frOm local property
taxes in 1979. =

se)

Within the Chambersburg Area School Distiict, base-atiiibutable families
failed to .contribute as much property tax revenue per pupil as did
families who were not associated with Letterkenny. Base-attributable
famillies, who accounted fOr 2,093 children in 1979, paid $597 per pupil
in property axes; non-base-attributable families, with 6,253 children,
contributed 744 per pupil, or $147 more tRan those associated with
Letterkenny.

)

State aid provided a higher,percentage of education revenue-in Chambers-
burg' than it did, on the average,- in the rest of Pennsylvania. In
addition, within Chambersburg itself, State,a10/per dhildwea 411/5her-to
base-attributable children than it was tonon-base-attributable chil-
dren. Chambersburg received $766 per child-from-the State, an amount
that comprised 41 percent-of its revenue`; agencies throughout Pennsyl-
vania received an average of 39.4 percent of their revenues from the.
State. State aid to Chambersburg, therefate, provided a portion of
revenue that was 1.6 percentage points higher than the portion provided
to agencies in the rest of Pennsylvania. Within Chambersburg itself,
State aid contributed $8251k per base-attributable child, or .49.4 percent
of the general'fund revenue for base-attributable-children. The base-
attributable children in Chambersburg, therefore, accounted for 159 more -
in State aid than did the average child ia Chamberaburg.

Base - attributable families accounted for a higher portion of State
xevenuesthan did other families in the district because they were'
associated with property having'less taxable -market value Per, pupil.
The State formula increases aid as the taxable market value .per pupil in
a district decreases. The per-pupil markEt value associated with base-
attributable employees' place of residence, employment, and shopping was
$40,31 in 1979, compared with the per-pupil market value of non-baie-
attributable employees of 150,301. The tax-exemption of the'place of )
work of Letterkenny employees reduced the_taxable market value associ-
ated with these employees and triggered,additional State aid. r

Chambersburg also imposed income and employee taxes, which ere a func-
tion of income and the number of employeesespectively. Leterkenny-
attributable employees paid $0.522 million in-these taxes, or $249 per
pupil. , This per-pupil payment was comparable with the payment made by
'non-base-attributable employees in the distcict, which ,was $257-7a
'difference of just eight dollars. -

e
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Thus, the revenue shortfall that stems from the presence of the base cash
be attributed to the shortfall in .property tax revenue.from employees
associated with Letterkenny. Their property tax contributions covered a
substantially smaller share of their education costs than did the same,
contributions cif' families throughout Pennsylvania. Furthermore, the
property tax revenue per pupil accounted for by bas,- attributable
families was .$147 less than was revenue per pupil from non-base-attrib-
utable families. 4

The shortfall in property tax c
4
ontributionsd .from Letterke*hy employees

ocCiltred despite the fact that a,high'proportion of the overwhelmingly
civilian ,workforce lived and shopped in Chambersburg. Furthermore,
-Chambersburg is the commercial center of Franklin County,, attracting
shoppers ,Who live throughout the county: 56 percent of the retail sales
in the county took place in Chambersburg in 1979. A substantial portion
of the shopping done by all Letterkenny employees, therefore, was done
in Chambersburg, contributing to its commercial property tax revenues.
Finally, the amount of income that Letterkenny employees received
exceeded the average income of other employees in the county. Base
employee contributions to residential commercial property tax revenues,
on average; were correspondingly higher than those of Pennsylvania. The
average income of civilian baee employees was $18,000 and of military
employees $21,000 in 1979, bo&I substantially above the county average
of $11,500.

Chambersburg suffered a burden from the base despite the presence in the
distt!ct of a substantial number of relatively affluent base employees
who lived andJdid most of their shopping in the district. The property
tax shortfall

\
frpm these employees could only have resulted from the

exemption from property tax enjoyed by their place of employment,
'Letterkenny Army Depot.

The correspondence between the Commissiont/ finding of a $0.6 million
burden and the Public Law 874 entitlement of $0.7 million for Chambers-
burg's Letterkenny- connected children stems-chiefly from two factors;

Discrepancies between the data used by the Commission and the Public
Law 874 formula cancelled each other out. These discrepancies oc-
currel in the determination of local contribution per pupil (*local
cdntributibn rates., or LCR) and in the weighted number of children
assocAste4 with the Federal hiuden. The Public Law 874 formula
petermines-entitlement by multiplying the LCR by the weighted,number
of federally-connected Children. The Commission's data on local
contribution per pupil was higher than the LCR from the formula, but
the Conimission's estimate of the ,weights for the weighted number of
base-attributable children Wou have been lower than the weights
assigned under Public Law 874.

4'.

r.
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e The Public Law 874 forpulacaptured most of the patterns of Federal
impact that the Commission found applied to Chambersburg. The Commis-
sion found that insettion of much'of its data into the Public Law 874
formula resulted in an estimate of entitlement within 40.4 mil/ion of
the Commission's final determination of buiden. The variables in the
formula explained a substantial part of the burden found by the Com-
mission.

Chambershurg'ip LCR in 1972 was $888 -- reached by use of the one-half.,
State average per-pupil expenditur% method provided yin Public Law 874
for calculating LCR. 'The ommission found that substitution of its own
data into the Public Law 874 formula resulted in.a local contribution
per pupil of $1,144.

The following table shows how the local contribution per pupil for
Chambersburg was determined under current law and what that rate would
have been-if the study's data were.used:

Local Contribution Per Pupil and LCR, Determined Using
ComMission Data and P.L. 874 Data, Respectively

'Per-Pupil
Expenditure

Local

Share

Local Contribution
Per Pupil/LCR

(PPE x Local Share)*
Commission* $1,972 0.58+ 1 $1,144
P.L. 874 f $1,775t 0.50 ,j $. 888

* The Commission figures represent the midpoint in the range of data
determined and used by the study.

+ Study's determinatiton of non-State share of costs of base-attrib-
utable children.

t Average per-pupil expenditure, State of Pennsylvania, FY 1977.

The tommlssion's determination of local- contribution per pupil was 29
,percent higher than LCR under Public Law 874. This is because both
Commission figures used to compute local contribution--the per-pupil.
expenditure and the local share of expenditures for base-attributable
children--were higher than the corresponding figures applied by the
Public Law 874 formula.

The per-pupil expenditure figure used by the Commission was higher than
that used under Public Law 874 because the Commission's data was morei( gcurrent. The. Commission estimated Federal impact for 1979 from fiscal
year 197 data on per-pupil expenditures for the State and for districts
determined to be c arable with Chambersburg by the Pennsylvania depart-
ment of Education.-- The Public Law 874 formula, in contrast, applied

321/ The Pennsylvania Department of Education applied Department of
Education-criteria to select the comparable districts at the
request of the Commission.

4 vit
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per-pupil expenditure figures from fibcal.year 1977 to estimate Cham=
bersburg's WntitleAent for fiscal year 1979. This two-year-old data did
not reflect the cost increases that occurred between 1977-and 1979.

-..\

The Commission's estimate of the local share of base-attributable expen-
ditures-,which amounted to 58 percent of total expenditures--was also
higher t an the local share provided by the Public Law 874 formula. The
Commiss on estimated the local share by first determining the current
expenditures imposed by base-attributable children and State revenue
triggered by base-attributable families4 The Commissidn then divided
the difference between the two figures by base-attributable current
expenditlites to arrive at local share. (Local Share = (Expenditures,

Base-Attributable -*State Revenues, Base-Attributable) i. Expenditures,
Base-Attributable.] The Impact Aid law 1;lows districts to assume local
shares of 50 percen4 of State or national average per-pupil expendi-
tures; Chambersburg used one-half the.State average.

Thus the Commission figure for'local contribution per base-attributable
child was higher than tDe LCR used in computing Chambersburg's Public
Law 874 entitlement. Despite the difference, however, the Commission's
estimate of burden turned out to be commepsgrate with Chambersburg's
Public Law 874 entitlement. The reason is that the Commission to into

account revenue Contributions that the Public I,a14 874 formula did
not.

The Public Law 874 fortula determines entitlement by,multiplying the
local contribution rate by the weighted number of federally-connected -

children. The weights assigned to each child differ on the basis of the
statute's estimabliof theirelative property tax burden imposed by each

familye---/The different weights reflect the property tax con-
A tribUtions from places of resiefece and employment by the families of

different types of children.

4 The Commission considers these prop4tty tax contributions from base-
attributable families but also takes into account their contributions to
commercial property tax revenues and miscellaneous "other* local

222/ Children of military parents living on base are assigned a weight
of 1.0-because their parents contribute noproperty taxes to the
local educational agency. Children of miliary parents_living off
base, on-the other,hand, are assigned a weight of 0.5 on the ground
that their parents pay property taxes on their residence, which are
assumed to account for 5'0 percent of all' property tax revenues.
Other weights are assigned to pupils who are the children of
civilian employees, and their weights differ according 'to whether
their parents live in or out of the county. Finally, still other
weights area assigned to those children participating in special
education programs. The Commission assigned induced children a
weight of 0.45, the same weight that is given by Public Law A74 to
children'of civilian employees working in the county.

rie
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revenues., If the Commission model were to incorporate these revenue
contributions int%) the Public Law 874 formula,, the effect would be to
lower the weights applied by Public. Law 874 to measjre entitleTent. She
lower weights that the Commission 'model would appry would reduce the
buriden and offset to some extent the Commission's comparatively high
estimate of per-pupil 1 al'cOntribution.

To.determihe just how large a role the relative revenue burdens-7as
easured by the weights. p1 yed in explaining the Commission'i burden,
e Commission estimated entitlement by inserting some of its own data

i to the Public Law 874 formula., The two inserted variables-- somewhat
different from those actually applied to Chambersburg by the:formula
were the CommiSsion's de-termination of the local contribution per
base-attributable child and the number of base-attributable children,
using the weights assigned to thee children by Public Law 874, In
determiV3p the number'of children, the Commission included base-
induced ''children

in the district, as well as children directly
connected to the base. The CommissiOn incorporated induced employees
and their schoolchildren into all calculations of-bar effects on
expenditures and revenues.

A comparison of the determinations of entitlement using Commission'data
and data provided under Public Law, 874 yielded the following results:

Entitlement, Determined with P.L. 8\74 Data and
Commission ITta (Using P.L. 874 Weights)

7 Public Law 874
, 'commission
v. -r----

Local Contribution Per
Local Contribution Rate $888 Base-Attributable Child 1,144

,

Weighted Number of Weighted Number of
q !--.1 x Base-Connected Children 802 x Base-Attributable Chil ren 1983

Entitlement $0.7 million Entitlement`,, $1.1 million
\ \

This $1.1 million figurereached by inserting Commisiio; data into the
PUblic Law 874 formulaiis $0.5 million below the Comn'10esion's final
result of a $0.6 million burden. This closeness suggests\tt'iat:the Public
Law 874 formula captufes many of the same dynamics of NFe eral impact
that the Commission estimated were tay.n4 place in Chambersb 'g.

,
t

al

The $0.5 million differ nce sterna from the Commtssion's,.conSid ration of
commercial property t revenue and miscellaneous "other* 1 1 reve-nues -- contributionsnues--contributions that would have the effect of lowering Ole weights
applied by the formula to reflect Federal, b rden. These contributions

203/ See note 200, supra, regar5ing the ter mbase-itiduced."-

1.0

1
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are not taken into account by the'weights in the foriula but are con-
sidered by the .Commission. The contributions of base-attributable
employees Chambersburg are likely to be particularly large both
because thambersburg is the commercial ceqer of Franklin_ County and
because miscellanedus "other" local revenue Is substantial in Chambers-
burg:

. .

The extent of the concentration of commercial- activity in Chambersburg
can be seen from a comparison of the retail sales in Chambirsburg with
the sales in Franklin County. Retail sales and taxable services in
'Chambersburg totaled $2`4.9 million in 1979--an amount comprising 56
percent of all sales and services in Frenklin,County. The population of
Chambersburg,however, was only 16,500--just 15_pertent of the Franklin
County population. The predominantly civilian employees of Letterkenny
Army Depot were likely to do 5d percent of their shopping in Chambers-
burg& accprding to the model, if they lived in Franklin County. These
purchases, resulted in commercial property tax revenues forthe local
educational agency Oat were measured 6,Y,the model' but were not taken
into account by the weights in the entitlement formula.

Miscellaneous *other" local revenues in Chambersbupg cnsisted chiefly
of various income taxes imposed by the agency on local employees and
residents., Chambersburg was the only district studied where these kinds
ot taxes were levied, and consequently these miacellanedus "other" local
revenues Constituted 26 percent of locally-raised revenue--the highest
proportion in any district that the Commission studied. Because Letter-
kepny employees were predominantly civilian, they contributed to these
revenues just as any employees- and residents in the district did.
A4ain, the model took these revenues into account in measuring the
burden of thA base, though the weights in the formula did not.

Finally,Ithp residential property tax contribUtions of base-attributable
families were probably higher in the Commission model than the contribu-
tions indicated )y the weights. The Public Law.874 formula assumes that
base employees living off base contribute as much residential property

\ tax revenue as other employees in the area; it is also assumed that
residential property tax payments constitute 50,perRent of all property

\\taxes accounted for by non-Federal employees. The Commission model
l'estimated the residential property tax contributions of base employees
On the basis of their, incomes: the higher the incomes of employees, the
More the model assumed they paid in residential property taxes. Base
.1.loyees in Chambersburg earn more, on average, than did.non-base
ployees in to ik area: their average infome of $18,000'was substantially
re than the $11,60eiveraged by other 'employees in the county in 1979.

The CommAsion model, unlike. the 'Public Layi 874 formula, therefore.

estimated the residential property tqx contributions of base employees
to be higher than. the conifibutions'of non-base employees.

II .

k

1
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.

. .
.

.
.

. The Commission's determination of burden wascommensurapte with Chambers-
burg's actual entitlement becadse discrepancies between data used by the
Commiss.rein'study and data'applied by the formSWcancelled each - other.
The Commission's estimate of local contribution per base-attebutable.

,

, child was higher than the corresponding figute applied in the Public LaW
874 formula, but 'its, weighted number of base-connected children would
have _been lower. The 'other rdason that burden and entitleient were
similar was that the formula captured .,a substantial part of theiwimpac

v of Letterkenny rraletepoton ersburg Area School District. - e
most important components of je ral impact in the Commission study
"proved to be the 'ariables thethe formula. 0-

.

Results from Alternative Use ,

The study reckoned that if Letterkenny4 Aimy Depot had not locaLd in

,

. .

Criamersburg and alternative use had been made of the site, Chambetsburg
School Dfstrict woald.have, received'-enough revenue from employees
associated with the sfte to have paid for the'childeen from that'site.
District expenditures for those children would have been $0.2 million,
and revenues from the site and from induced employees would have been
$0.22 millign.

1 -

. The amount of expenditures and revenues generated under a1tetve use.

would have been relatively small--the $0.2 million in.expendiVREes and
.

revenues would have been only five percent of the*expenditures imposed
-by cheldren assoopted with Letterkenny Army Depot now. /he land,
`occupied by the base would have been primarily. agricultural: over 90
percent of "the site would have been put to agricultural uses, with the
remainder divided between residential and.comdercial uses. .(See Attach-
ment II, infra.) Alternative use would haVe generated only five
percent as many students as Letterkenny doe . The leis intensive use

llf

of.the site woulhave imposed only about 100 schoolchildren on the
district: this contrasts with the 1,692 chi ren attributable to Letter-

._kevy today. ' 4

4

1

The retain to the tax rolls of Letterkenny's 19,524 acres, 'which-com-
-prise 44 percent of the land area in the district, would increase the
district's taxable market Value. The per-pupil market value of the
district would increase from the current $47,817 to $51,056. The
average per-pupilmarket value in Pennsylvania was $49,

.

The effect of returning Letterkenny tO'the tax rolls would have loten,-to
increase local property tax revenues from the, site and decrease vthe
proportion of.costs paid by State aid. Mast of the revenue associated
with the site would have derived from local property tax revenue and
State aia, Of the $0.22 million in revenue, $0.16 million would have
originated from property taxi revenue by the owners of 'the agiicul-
tural property and the scattered non-a icultural residencei, as Well as
from cotmercial establishments patronized by families working or living
or bOtii working and living, on the site.

4

4

t-kt4
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State aid triggered 6y the childreRfand market value of the site would,
,have'contributed betweenl$0.04 million,

0 1'

State aid as a proportion of education costs associated with the site

*ould have decreased from 41 percent with Letterkennr:tresent to about
22'percent unde'r alternative use. Tlie'PennsylVania State formula
decteases aid as market value per-pupil increases.

3

The remainder of the revenue generated by the site--$0.02 million--would
have come from miscellaneous "other" local reCt21:\I

. 4

a
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ATTACHMENT

STATISTICAL iRdFILE, CHAMBERSBURG.AREA SCHOOL DISTRICT, FY 1979

Summary

I. School District.

Average Daily Attendance (ADA)
Total 8,346
Base 1,692
Military A 74
Military B 42
Civilian B 1,576

Bhse s lo ees
1 6,119

litany, total 98
Living. in distridt, on base 60 set-
Living in district, off base 28

CivilkdA, total 6,021
Living in district 3,308

Acres
Acres, district 44,032
Acres, base 19,524

II. LoCal Educational
4
Agency

Per-pupil expenditure, average of
comparable districts

1,957

Per-pupil expenditure, State average' 1,987

Total Property Tax Revenue $5r899,000,

Residential sources $3,663,000
Commercial sources $1,303,000
Industrial & Agricultural sources $ 933,000

Total General Fund State Aid $6,393,000

Miscellaneous "Other* Local Revenue $2,126,000

N.
P.L. 874 Entitlement, Letterkenny. $ 710,000

.P.L. 874 Appropriation, Letterkenny $ 370,000
Army Depot

4
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Current Use

I. Current Expenditures.

*Average Orsonal income
ADA/Job "ko *

Per-pupil expenditure, comparable districts
"Per - pupil. expenditure, State average

ADA,.base

II. Current Revenues ,

$14,301
0.40

. $1 ,957

$1)987
1,692

TYPE OF EMPLOYEE NUMBER AVERAGE
WAGES AND
SALARIES'1"

living in
district

SMSA (excl.

district)

Civil service. . 2,612 1,20 $18,352

Non-Appropriated Fund
employees (NAF)

62 30 $ 8,944

Contiadtors . ''_ 634---... 44 0 $11,645

Working spouses 722 278 111,645
Militiry off base 28 : 10 $20,879

Working spouses 9 3 $11,645 ,

Military bn baie 60 . 0
r.

$20,879

Working spouies 19 4 0 $11,645

vio

Personal Income Adjustment, base employees (except NAF) 1.21

Personal Income Adjustment, NAF employees\ 1.12

Net: Multipliers
!Civil service employees

' Spous, civil tervice employees
NAF employees
Military employee's
Spouses, military employNe.---

4..,

a. ResIdentdal Property Tax Revenue ($3,663,000)

Enrollment, district
Enrollment, county
Population, county, 1978
Per capita personal income
ADA, low-rent public housing

' b. Commercial Property Tax Revenue ($1,303,000)

Percutage of personal income spent on
. retail goods and taxable services 59.3

Perntage of- military conpumption
at Carlisle .

30.0%

Total, retail salter& taxable services, -,'

district, 197 $234,900,000

Total, retail sales & taxableeservices,

county, 197i ' $418,474,000

.*-24 - .40

.00 - .40

.23 - .37

.17 - .33

.00 - .35

9,346

22,200
107.,00

A'1
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c. General Fund State Aid ($6,393,000)

Non-categoricai aid $5,055,000
Categorical'aid $1,338,000

14

I. Miscellaneous "Other" Local Revenues (Non - Property
Tax Revenues) ($2,12-47004)

-....,

Total ADA,-district-- 8,346
'Other* local revenue, function of WA

Total lSer capita tax $ 116,000'
Miscellaneous $ 285,000

"Other" local revenues, function of taxable income
Total earned income tax $1,203,000
Total real estate transfer tai $ 235,000

EmploYee tax per emploiee
.

$ , 10.
Other revenues not attributable to base .

employees $ 22,000

Alternative'Use

III. Alternative Use-Expenditures

Average personal income- $14,301 -

ADA/Job 0.40
Per-pupil expenditure, comparable districts $ 1,957
Per-pupil _expenditure, State average w-1/ 1,987 .

Iv. Alternative Use Rev nues

No. Acres % Land Avg. Tax EMp. Per Avg. W &S
.

Developed Per Acre Acre
Agricultural 19,524-17,572 .8445 $6.65 --
Proprietors -- -- -- .0084 $13,783
Employees -- .0052 $ 6,443

14 Number of working spouses of alternative
use site employees, district

Number.of working spouses of alternative
, use site employees, county, excluding district
Average W &S, working spouses of alternative

use site employees

Personal Income Adjustment
Net Multipliers

.

Alternative use employees
`Alternative use working spouses

%ft

39-35

4-4

$11,645
\.,--

1,/ 1.21

.24 - .40

.00 - .40
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a. Residential Property Tax Revenue ($3,663,000)

Percentage induced income. accruing to
distTict residents

Enrollment, district
Enrollmgnt, county
Population, county, 1978
Per capita personal income
ADA, low-rent public housing

a

A

b., Commercial Property Tax 'Revenue ($1,303/000)

37.4%

9,346
22,2004

107,200
$7,851

288

r

Percentage of personal income spent on .

retail goods and taxable services 59.3%

Percentage of military consumption
\....at Carlisle . . , 30.0%

TofTh retail sales & taxable services,
district, 19/9 $234,90 0001

Total, retail, sales & taxable services,
county, 1979 $418,474,000

c. General Fun State Aid ($6,393,0601

Non -oategorical'aid

Categorical aid
$5,055,000
$1,338,000

d. Miscellaneous "Other' LocalkRevenues (Non-Pro foerty
Tax Revenues) ($2,126,000)

Total. ADA, district 8,346

'Other* local revenue, function of ADA
Total per capita tax 116:000:

Miscellaneous- 285,000

"Othee.local revenues,
function of taxable income
Total earned income tax $1,203,000

Total real estate transfer tax $ _235;000
Employee tax, per employee 10

Other revenues not attributable to base
employees., $ 22,000
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ATTACHMEA' II

BASIS FOR PReacTIONS OF ALTERNATIVE SITE bSE
. .

Estimates of how the site 'occupied by Letterkenny Army Depot would-
Is .have been used if the base had never been established were made by

;the following experts on land usp in the area:

till Britten, Historian of. Franklin County
Tom Donahue', Franklin County Tax Assessor
Eugene Gayman, Vice-President, Pennsylvania Farmeis' Association
John Shearer, Franklin Coi4nty Extehsion Servide
Phil Tarquin°, Frank4n County Planning Commission

3
They reached a consenObs that 90-100 percent f the site now occupied by
Letterkenny would have been used-for agricc ltural purposes.' They als8
agreed that any remainder would have been put to low-density residential
use.

Thelir conclusions rested on two arguments: that the site itself was
conducive to agriculture more than to any other economic activity, and
that the' surrounding arealike the Letterkenny site--was agricultural
as a result of the natural and economic resources of the areal'

The U.S. Army acquired the 19,524-acre Site now occupied by Letterkenny
Akmy Depot in 1g42. The land was purchased from 381 individuals and
inclUded the farms o some 250 faMilies, eight public schools, five
churches, and eight cemeteries, acdording,to the Chambersburg Chamber of
Commerce.

Tti,p site is composed primarily of Berk& and\Weikert. soils, which `are
*4U-drained silt loams th4 contain a high 9F shales. This
'type of soil provides a fair-to-good agricult al base. The southeast-
ern portion of the site consists of Hagerstown soil, a d4'ep,' well-

, drained soil formed from limestone. This type of-.soil retains water
well and is considered a prime' base for crop land+, according to the

N FrankIlh County PlanningCommission.
4

kgh,
'

The Planning ComiissionAwhich rates areas, in Franklin County according
to their potential for development, has.liivli the area in which the site
is located a ranking of three but of a. pos ble five. Calling 'the site
a *tertiary developable* area, the Planning Commission described it as
an area that, if it were to be developed, should be done !very cafeful-
ly.* Any kiAd of residential develipmenti the Commission pointed out in'
its most recent Comprehensive Plan, would face *severe* sewage problems
as a result of the particular type of soil association.
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The /local experts projecting th alternative` use of the site agreed that
the site'was conducive neither to residential nor industrial develop-
went. Transportation facilities in the county are poor, they noted, and
the supply of public water was limited.

Transportation facilities, and especially those required fortbulk items;
are-limited because no river passes through Franklin County and because
no major railroad yards operate in the county. The nearest major river
is,the Susquehanna River, which flows through Hlriisburg, about 45 miles
from Chambersburg. Both ConRail and Western Maryland railroad carriers
pass through Ch4mbersburg, but the terminals for both carriers are at
Harrisburg and Hagerstown, Maryland, which-id about 25 miles from

4Chambersburg. This rail service is devoted exclusively to general
freight and raw material hapirling. Furthermore, the nearest air freight
service is provided at airports in Harrisburg and tHagerstown. Long-

distance transport of bulk goods in Franklin County is provided primari-
ly by truck along interstate highways 81 and 76.

The supply of public water available to the Letterkenny/site is also
-relatively limited.: The amount to which the site would have 4cess is
dwarfed by the supply available to the five boroughsOer,FranklinNCounty,
none of which has a population of more than 16,500. This small water
supply contributed to the classification of the Letterkenny site as a
'tertiary developable' area by the Franklin County Planning Commission.

The local experts pointed to h small amount of industrial activity in
Franklin County as evidence-tha the transportation facilities and water
supply would have precluded ind strial use of the Letterkenny site. Of

the 754.0 square miles in Fra klin County, only 2.6 square miles--or
0.34 percent of the land area--was used foi manufacturing in 4974.

;17

nsequently, they population in the county is also small., Chambersburg,
with a population of,1,6,500 in 1978, is the largest borough.' The next
largest is Waynesboro with a population of 10,000 in 1970, and the three
other boroughs--Greencastle, Mercerburg, and Shippengburg--have a com-
bined pcpulation_of less than 6,500.

.

14'
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III. HOW SHOULD T#E TERM "FEDERAL PROPEp=i2. BE DEFINED?

The general principle Underlying the ma"j9r part of Impact Aid As that
the existence of real property-which is not-subject to State and local
taxation the school district of a,local_educational agency entitles
that local2Wcational agency to,payments-to offset property tax reve-
rules lost. - -Thus, it is the tax-exempt status,of land which governs
its inclusion in the definition'of Federal -property., If Impact Aid
policy is to be both consistent and complete, the definition of Federal
property should incldde all ta4-exempe land'and include none which is ,
not entirely tax-exempt.

The statute has since 1950 defined "Federal propere generally as that
property which is owned or \leaged by the States and is not'
subject to State or local taxation. Prom the beginning of the program,
the definition has inclled exceptions or. _clarifications such as "Indian
lands,"-defined as real property which is either held in trust by the
United States for individual Wiens or Indian tribes or held by indi=
vidual Indians or Indian tAl2es and is subject to restrictions upon
alienation imposed by the Federal Government.

Excluded ',from the definition of Federal property in the 1950 statute
were" .

Al) any real property used by the United estates priiarily for the
provision of services to the local area in which thatproperty' is
located;

(2) any real property used for labor supply centers, labor homes, and
labor camps for migratory farm workers; and

(3) any low -rent housing part of a low-rent housing project assisted
under the United States Housing Act of 1937.

Post offices were effectively excluded frorit the definition of Federal
property in 1950' because the legislative history made clear that they
are considered propert%, used primarily for the provision of services to

A ea,localerea.

Other kinds of-property have been added to the definition of-Federal
property/ including private leasehold interests in Federal ptoperty,
property owned by foreign governments, and any school providing fligtt
training to members of the Air Force.

4

The following is a,description of the kinds o property which have been
included in, and excluded from, the definition of Federal property since
Public Lax. 874 was enacted, togethpr with he reasons for inclusion and
exclusion wher legislative history provide insight.

204 / H.R. Rep. No. 2287, 81st Cong., 2d Sess. 2, 7, 27 (1950).

,4



(1) Real property whichis owned or leased by the United States; and
which is not subject to taxation by any Staitt- or any political
subdivisfot cp-§.a State or by the District of Columbia.

This general definition was included in the original Impact Aid law
and remains unchanged today. This fs the category in which most
property falls agdinst which school districts claim for Impact Aid.
It is the.kind of property about which the origInallHouse Report on
Public Law 874 stated:.,

...the United States has become an industrialist, a

landlord, or a businessman in many communities of the
Nation withou't accepting the responsibility of the
normal citizen.in,a community because property under
Federal ownership or control generally is not subject
to,local taxation.,

pcause of this, the Repott continued:

Federal activities place a financial burden on adjacent
school districts for the following principal reasons:
1. Federal ownership of property reduces local tax
income for school purposes.
2. A Federal project or activity causes an influx of
persons into a community, resulting in an increasedAm
number of children to be educated.

Thus, *he ,rationale. for including real property owned or leased by.
the Federal Governmentvandsnot subject to taxation by localities is
the property's vary tax iexemption, which exists because. of Federal

ownership. .

(*2) Real property leased from the Secretary of the Army, Navy, or
Air Force under section 805 of th9 National Housing Act, as amended
(so-cal14&-"Wherry-SpenCe housing"). ..4

., . , .,

This property was inclOded in the original definition of Federal
property in Public Law 874. The rationale for inclusion, according

to the House Report on the bill, wasithat:

Wherry- Spence housing] was intended to play an impor-
tant role in providing housing to military and civilian
personnel connected with Federal activities_in a/bees
suffering acute housing shortages.

. A

.,

That same deport observed that the State and local tax status of
(Wherry-Spence houping] is kot clear at Ahis time" and that if

Wherry-Spence housing became "fully suOject to State or local
taxation,' inclusion in the definition of Federal,proproperty for

Impact Aid purposes would no longer be necessary.
c



%

-269-
4

The language- specifically referring to Wherry-Spence housing was
Astricken from the definition 'of Federal property in 1953 by' Public

Law 83-248. It is considered, however, tat Wherry-Spence housing
is included in-the general category of likslisproperty owned bythe
United States whether taxable or tax-exempt.---i

(.3) Real property Aeld in trust by the United States for individual
Indians or Indiaetribes and real property held by individual
Indians or Indian tribes which is subject to restrictions on aliena-
tion imposed by the United States.

X,

Indian lands have been included in the definition of Fede;a1 proper-
ty since 1950. There is no explanation for this inclusion in the

, legislative history, though it seems clear that Indian lands are
included because of their tax-exempt status.

(4) Any low-rent housing (whether or not owned by the United States)
which is part of a low-re housing project, assisted under the
United States Hqusing Act o 1937).

When Public Law 874 was originally enacted, low-rent housing pro-
perty was specifically excluded from the definition of Federal
property/. The House Report defended the exclusion on the grounds
that a PedeAl subsidy is 'a form of Federal aid to the local
communities.' The Report provided further:

It was intended that the communities bear a substantial
portion of tie cost 4nvolved (0 providing low-rent,
housing). ;t'was understood from the beginning, that
.full taxes could not be paid if the necessary low
rentals were to be,achieved and that the loss repre-
sented by the difference between full taxes and pay-
ments in Lieu of taxes would represent the local
contribution toward a joint Federal and local program
intended primarily for the benefit of the locality.

In 1970, Public Law 91-230 amended' the Impact Aid raw to include
housing in the definition of Federal property. The Senate

teport on that all reasoned that children residing on Jew-rent
housing have 'as heavy an impact on local edpcationagenCies as
that of children considered to be federally connected undet present
.law." That report also pointed out that inadequate payMants -
lieu of taxed "bear no relationship"to the cost of.probviding duce-.
tion for the children residing in flow-rent hodsing).'

7 f7:k

Thug low-rent housing projects are curZtly included io the d
tion of Federal property under impact Aid not because of

- 322/ See section 5, infra.
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inherent tak-exempt status resulting from Federal ownership, but
because of Federal law which renders)them tax exempt.

(5) Any interest in Federal property,..under an easement, lease,
license, permit, or other alrangement, as well as any improvements
of any naturk...on such property even though such interests or
improvements are subject to taxation by a State dr political subdi-
vision of a State or by the District' of Columbia.

This provision means thattinterests owned by private individuals or
firms in lands held in fee by the'Federal Government Are included in
the definition of Federal property.\-- The House Report on the 1953
amendment-adding this provision to the statute pointed out that
"property exesrealized on [ibme] leased property or improvements
are for the most part negligible and in no way represent a normal
tax return on the property involved." For this reason,Impact Aid
was amended to allow local educational agencies "to count children
whose parents live or work on (leased property]." Property taxes
"paid in-connection with such leas,d property and becoming available
to the school district," the amendment piovided, must be *deducted
.from any EITpact Aid] paymInts...."

.4)

Thus. federally-owned property leased to private individuals or firms
are included in Abe qf, Federal property becuse of the
tax exemption flowing from Federal ownership.

00

94

(A) Property,owned 'by a foreign got ernment or an international
organization which by reason of such ownershy is not subject to
taxation by/the State in which it is lodat d or a subdivision
thereof.

On the bpsis that foreign-owned property is tax-exempt, that'proper-'
ty was included in the definition of Federal prOperty in 1978. The

Senate Report on Public Law.95-561 provided:

...property owned by 'foreign governments and interna-
tional organizations should be treated in the same
manner as federally owned propene. Thus, where the
property owned by foreign governments and international
organizations is not subject to taxation by the State
in which it is located, or a subdivision of that State,
and where that property generates no local tax reve-
nues, oayments will then be made to the local educa-
tional agency....

It is government, though not Federal, ownership giving rise to taA-

exemptiOn which warrants inclusion of foreign-owned property In
the definition of Federal property.

A
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(7) Federally-owned- operty used by the United,States primarily
.

to

.

provide benefits to the`local community.

The. original Impact Ai, law pr vided property, though fed-
,

erally-owned and tax-ex mpt, wh oh, is used primarily to provide .

benefits to a local c unity, is not part of the definition of
Federal property giving r se to flipact Aid payments. Post Offices
and district courthouses w rq two' kinds of 'property mentioned firths
original House Report which provide benefits to a commu
Excluding property which benp its a locality squares with the
underlying rationale of Impac Aidcompensating fora Federll
burden. In 1966, however, Congress concluded ?hat it %/IS
"extremely determin when Federal property is, and when
it is not," primarily a benefi to a community. Further, as 'the #
House 'Report on Public Law 89-450 observed:,

(

...federally, owned property ono which children live or
their parents.are employed Creates a measurable 'finan-

. cial burden for Oeischo61 district, whether or'Obt the
property is used primarily for a' local service or
benefit. .

For this reason, the exclusionl of' federally-owned property which
primarily benefits a community yes eliminated from the definition in
1966. In !this case it is Fekleral ownership giving rise to tax
exemptionf",,Which justifies the inclusion in the. definition of

-' Federal p5operty under Impact Aid.

(8) Any ,real property under the jurisdiction of the Post Office
Department and used primarily for the provision of postal service.'

.. A

When Public Law 89-750 amended the definition of Federal property in
1966 to include property which primarily benefits a community, the
House Report made clear that "Whis amendment, does not include post
office buildings:" This provision preserved the effect of -a 1958
amendment to Public Levi 874,made by Public Law 85-620, which specif-
ically exempted post offices, as property providing a service and
benefiting localities, from the definition of Federalproperty under
Impact A'id. Thus, though post offices have been excluded from the
definition of Federal property in the legislative history of Impact .

Aid since 1950, it was not until 1958 that the statute itself was
:amended to read:

,
$ -...-

Federal property...does not inlude...any real property
under the jurisdiction of the Post Office Department
and used primarily for the proyision of postal services.

.

1 .'

The specific exclusion in the statute of post office property was
introduced as part of. the Adminfitration's 1958 Amendments. The
House and Senate Reports give_nO%rationale for the exclusion.
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Howeve , the' Congressional Record, which contains the Administra-
tion's proposed amendments to Public LaW. 874, states that "the
definit on of 'Federal Property' has been changed to exclude post
office roperty used primarily for the provision of benefits (aa
well as services) to local areas, since such property primarily
serves local rather than national interests:"..."

(9) .Any ,school which.is providinTf ght train' bers of the

Air Force, at en airport owned by tate or litical stiBdivision.

Public Law 84-949 added this prop rty to ne definition of Federal

property in 1956. The,Senate Repo t on that bir-pointed out that
"if the schools were run by the epartment of the Air Force on
federally cilmned or leased propertyr" 'children of parents working on
the property could be counted for Impact Aid purposes. The schools

"are locat4d on municipal ,airports which were once -federally owned
I(

but...were transferred...to the,municipalities'when their need for
military purposes after World_War II was completed."- Flight train-
ing is provide to cadets by a private company under contract with
the Air Force. "(T1hisitype of contractual arrangement...is of
decided advantage to the United States financially," the Senate
Report noted, concluding that "school districts serving these
installations Should.be permitted to count these children as if the
school were federally owned or leased."

(10) Any real property used for a labor supply center, labor home,
or labor camp for migratory farm workers.

This property was specifically excluded frOm the original definition

of Federal property in 1950 because, in the words of the House
Report -on Public Law 874, "(t)he Committee felt that such camps were
of benefit to the immediate area in which they were located and that

such benefit outweighed any burden which might be created in their
presence:*

'That specific exclusfbn was stricken from the Impact Aid statute in
1970, when Congress brought "housing property for migrant workers"
into the definition of Federal property along with other low-rent

-housinT' The Senate Committee Report on Public Law 91-230, the law
which expanded the definition to include low-rent and migrant
housing, observed thai*Ra single low-rent housing project may force
a local school district to construct. several new schools simply to
house children residing in the housing project." -

When determining whether a' class of p operty should be intluded within
the definition, the issue is: does the property in question constitute a

revenue burden? Is real property being removed from the tax 'rolls and
are children residing on that 1phoperty, or children whose parents are

47.

4
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.

employed on, that properti? 116 attendance at the schools of a local
educational agency? ff so, is the tax exemption the result'of Federal
law ?' When these tests are, applied to the definition in current law,
with a few exceptions, that definition meets those tests.

It is the exceptioWs which cause problems. They tend to be vestiges of
policies intended to limit the size of the prograM, of single purpdse
'amendments to accommodate particular piece's of pioperty, of judgments
as to whether a class of property constitutes a benefit to, the commui-
ty, and of policies to ease administrative functions. These excep ons
are not 2nly inconsistent 4ith the purpose of the defikbition--to y the
basis foE determining whether a revenue burden or service burden exists
--but cause the definition to be complex and confusing.

The Commission has had a policy in favor of simplification of the law
and, to the extent practicable, simplification of concepts. In order to
accomplish this it has been necessary to treat unusual or 'exceptional
situations individually and determine whether consistency with overall 4i

policies is possibl= and if it is not, whether the desired result
Merits an exception.

The policy stated in the test of whither the property in juestion
constitutes the basis of a Federal burdp on a State or its subdivisions
excludes three classes -of property now included. in the definition:

(1) interests in Federal property under easements, leases, licenses,
ermits, and other arrangements (as well as improvements on that prop-
erty) which ares subject to taxatio by the States and their sub-
divcsions;

(2) fli11/training schools on property owned by the States or their
subdivisions; and

(3) property owned or leased by the Alited States located in the
.8istriot of Columbia or located in'other jurisdictions governed by the
laws of the Mated States but which are not States.

insTaxable Interests in Federal Property. Taxable interesti i Federal
...r

property cause complexities not easily' handled with the simplified
'definitions., The trend in the courts in favor of permitting State

i
/taXation pf private property located on Federal property and of private

. leasehold interests in Federal property redEgnizes ,the need of local
'governments for revenues and, to the extent that privatrinterests28E,
taxecie there is"a reduction in the magnitude of Federal burden.-- -

206/ See James v. _Draw Contracting Co., supra note- 72; The Michigan
Cases, supra note 98; United States :A. County of Fresno, supra note

-

99. ..

do*

310

O
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If a local government may tax the private interest of a public employee
in a house owned by the Fed Government, should'a child living on
that property be counted a a resident of Federal property? If a
private business leasing Federal property is subject to local" taxation,
shpuld children whose parents work on that pThperty be considered'
federIlly-connected? Th4 first,, even thOUgh a taxable interest, is not

6
strictly a leasehold. The second, which is a leasehold interest, has
not' peen treated uniformly across the country.

411

Even if a uniform rule could be drawn covering most situations, this
adjustment in revenue burden may not bear a rational relationship with
the service burden c used by the st of educating federally- connected
children. The reco ndations of is Commission regarding amount of

_compensation are'calculated on the asis of_service burden rather than
revenue burden. Following that s e rationale- it would appear to be
most reasonable to include in the ount of federally-connected children
al),...Wldren connected with Federal-property, whether or,not that
property has taxable interest, and then, In order to'avoid overcompensa-
tion, deduct revenues received by local educational agencies from
taxation of those interests /from the amount of the entitlement pf that
agency: This approach would avoid the administrative problems of
determining they there are taxable interests in'Federal property and
the extent to which those interests may or may riot affect the status of
individual children. On the basis of this rationale, the recommendation

,is made.

Plight Training Schools. The flight training school exception appears
to be a vestige of a policy developed because of post-war transfers of

_Rederalc stations to local municipalities. The Commission has
received no evidence that a major probleb in this area continues and,
therefore, there .appears to be no. policy reason for continuing that
exception.

. ,

Jurisdiction, Other Than States. One class of property' excluded is

property owned by the United States located in'the District of Columbia
or in Puerto Rico, Guam, tKe Virgin Islands, American Samoa, and Wake
Island. These jurisdictions 'are,m4t"States and are-wholly within the
governance of the Congress, so that the concept of a Federal burden for
which State sovereignty requires' compensation does snot 'apply. This
exclusion does not address the need for Federal assistance in 'these
jurisdictional it is based solely on the underlying 'theory for the

Impact Aid Program. To include them would be inconsistent with the
rationale for the program.

P.
4

It is more appropriate that the'Congress address' tie educational needs
of the children in the schools of the District of Columbia and the
outlying areas through other education programs and through direct
appropriations to their local educational agencies.
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Puerto Rico, as i commonwealth, may merit different treatment from 'that
given to the other outlying areass'however, the status of the common-

. wealth is basically a polttical' question which should be dealt with as a
separate matter outside the Impact Aid,program.

The Federal Government owns such a substantial portion of the District
of Columbia and spends so much money therein that no general formula for
determining the equal burden could be made applicable to it. Ideally,
the Congress ought to appropriate directly to the District sufficient
funds for the operation of schools' within the District as part of its
Federal payment under the law adthOrizing home rule.

That issue has not been placed within the jurisdiction of this Commis-
sion.

Low-Rent Public Housing. With the exception of the question of low-rent
public houiing property, the previous studies of the Impact Aid
did not address the issues involved in the.definition of Federal proper-
ty with the exception of "overpayments" resulting from taxable, easehold
interests.

The tax-exempt status
If

test would include, within the d
classes of property which have been controversial: 1

housing and property owned by the U.S. Postal Servic
subject to local real property taxes. The question of w

inition two
-rent p blic
which i not
then pa ents

should be made with respect to children residing on that property or
whose parents are employed thereon is not properly addressed,as a
definitional questiOrt, but xather as a question ofw
exists, the amount df compensation, and priorit
there are insufficient appropriations to satisf nt

However, since existing law presents the issue as a
tion, it is dealt with in this.report as such.

In examining whether it is equitable or reasonable to include children
residing on low-rent public housing 411, the Impact Aid Progzam, the
`Commission has considered whether in factt,.federally-subsidized housing
is a Federal 'impact" which Impact Aid is designed-to mitigate.

s in payments when
tlements.

definitional ques-

In so doing, the Commission-has analyzed the long history of Federal
support of public housing,\and it has considered the nature of current
Federal - - compared with local--involvement in the finance and administra-
tion of public housing. (A summary of this study is included in Ap-
pendix,L.)

Of specific importance to the.Commission's inquiry into public housing
is the payment 8y housing authorities Aof in-lieu of taxes payments to
local governments. It has been argued that these in-lieu of taxes
payments make Impact Aid payments for low-rent housing childrerSNpeces-
sary or excessive. Commission research does not bear this out. In
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fact, in -lieu, of tax payments received per child by local educational
agencies. represent a fraction of Impact Aid payments per child; the

in-lieu payments per child are a negligible portion of per-pupil ,expen-
dituti: Furthermore, because in-lieu payments are made to localageneral
units'of government, dependent school districts may receive no part of
the payment. Finally, over 12 percent of housing authorities make no
payments in-lieu of taxes.

This study also addresses the amount of property tax revenues foregone
in the countiy because public housing is, by operation of law, tax-
exempt.. These rAgenues foregone'are part of the burden public housing
placed on a commuaty.

1

Also of importance is the fact that localitiei-are sometimes encouraged
to deyelop public housing because other Federal grants--such as Communi-
ty,Development Block Grants--are conditioned on a suitable public
housing program.' This increases the Federal nature of public housing
and undermines the argument that purely local decisions bring public
housing to h community.

Payments on the basis of children residing on low-rent public housing
has_been an area of controversy for many years. The dispute over
compensation for children residing on low-rent.public housing under the
Impact Aid Program has centered on whether those childre are, in fact,
federally-connected. The Ginsburg Report,. completed i 1975, observed
that "public housing islocalV, rather than Federally ed," and that _
public housing projects *have been constructed in response to local
governatent decisions under ground rules that were known in advance to

e nurg report notes, criti
that publicpsing is not iaposed on a local area by the Federal
-go ernment.

a. em. a. rea

Th= Ginsburg report further noted that "public housing may represent a
lication of Federal -funding efforts,""ince, in addition to Ithpact
, the Federal government shares in the initial cost of building

public housing units, guarantees debt service on bonds issued by local
housing authorities, and 209s annual contributions which subsidize
payments in lieu of taxes."---1

--rinaily, the Ginsburg. report relied on the fact that "long waiting
'lists* to which community residents add their names in order to qualify
for public housing show- -that public housing doeiboat draw "pdpils into
the community who would not otherwise be there."

MbLawLppce L. Brown, III, Alan L. Ginsburg & Martha Jacobs, Impact
Aidnvo Years Later, An Assessment of the Program as Modified-by
the 1974. Education Amendments 21 (1978).

208/ Id.

222/.2J.

3
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Based on these observations, the Ginsburg report concluded that

inclusion of public housing children as eligible Impact Aid
students is not consistent with the program's goal' of_:
-rovid .immpensation for Federally imposed burdens:

r,-these payments do not provide an equitable distri-
bution of funds to aid educationally needy children. This
assessment does not deny...the importance of the Federal
role in assuring educational opportunities for disadvan-
taged pupils. The point is that the Impact Aid...2;9gram is
simply not an appropqit vehicle for implementing this
Federal-responsibility.---=

The 1969 Battelle Study, concluded that 'the construction of public
housing units does not normally have a significant efpyt upon the costs
of providing education-in individual school systems.*---1

'Battelle found frog its question-naire that 'the average per pupil
paytent_in lieu of taxes was $10.03 annually"-in 967 or 1968, an amount
which *understate[sj the probable tax loss associated with public.
housing projects by an amount that is likelyNto be somewhat less than
$100 per pupil.: Impact Aid payments to cities in which public housing
is concentrated, Battelle said,.have local contribution rates 'in the
neighborhood of $400 per pupil,' -making a 'Federal payment of $200 per
pupil ,for ach public housing child...excessive-....* 'Por this reason
Battelle ncluded 'that.it would be inappropriatW9 blanket public
housing ils into the present Impact Aid program."---/

Others argue that low-rent public housing-children are in fact fed-!_____
-------ifilly-connected. Though public housing units are,locally owned and

operated, defenders_ of pdblic hodsing argue, the Federal Government
provides funds and technical: assistance for the housing. Without the
Federal funds, public housing would not exist. In fact, the United
States Housing Act of 1937 defines families of low-income as those ',who
cannot afford-to pay enough to cause private,enterprise in their locali-
ty or metropolitan area to build an adequate.supply of decent, safe, and

f sanitary dwellings for .their use.' 'Inherent- in this is the a that
'el without the intervention of "the Federal Government, private e erprise

would not provide for those families of low-income. Thus it s arguaple-
that-but for the Federal housing policy, low -rent' public houding"as it

pis today would not exist.

Further, though community participation and-local planning for public
housing required Federal housing laws, schobl officials are seldom

212/ Id. 24.

211/ Battelle Memorial Institute, 91st Cong., 2d Sess., School Assist-
ance in Federally Affected Areas: A Study...4 Public Laws 81-874 and
81-815, House Gommittee on Education and Zabor-t4S,(1970). .

12 / Md. 147, 148.

,f
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par; g the planningr it is argued. Thus public housing. sites are
chosen odt the consideration of local educational agencies who must
consider f eding patterns ands desegregation requirements. "These .facts,
it is argu belie any overwhelmingly local nature for low-rent public
housing.

To the argument that Impact Aid payments for loii-rent public housing
children duplicate in-lieu of tax payments, defendeis respond that not
only are in-lieu payments insufficient to cover property taxes lost to a
city due to Federal law which requires that low-rent public housing be
tax-exempt, but they often dd not even cover the costs of services

i provided by the city pursuant to contracts with the housing authority.
Furthermore, Federal funds for low-rant public housing go to the local
housing authorities, not to the local educational agencies; in-lieu of
taxes payments are made to the local government, not to the local
educational agencies.

In view of these arguments, the Commission has conduct. a survey of
seven housing authorities across the country--Montgomery, Alabama;
Peoria, Illinois; Chicago, Illinois; Los Angeles, California; New
Orleans, Louisiana; Denver, Colorado; and Washington, D.C. These
housing autMorities,have been chosen on the basis of regional distribu-
tion and size.

Some of the infor5iWon gathered through thii-survey is presented in the,
following tables; /additional data requested are not readily reduced.

Six housing authorities have stated that they do make payments in-lieu
4 of taxes (PILOTS) annually to a local' governmental body (city or county)

which distributes the funds to various local agencies, including local
board of education. -The seventh housing authority surveyed--Washing-
ton, D.C. -- reported that their PILOT payments have been waived. Of the
six, Denver, 1Flaimod that while it usually makes _PILOTS to the city
annually, on*arch 18, 1980 it made'its first'payments,since 1976. Th4
lapse in-payments was pecause their cooperatibn_dontract with the city
providet that deductions be made for services to the city from the

;annual PILOTS; for the years mentioned, the amounts for the services and
for the PILOT balanced out.- Alsdrr icago has not made a payment since
1978.

Three of the housing auth5iIiies did not have
foregone tax revenues on their federally-assi
housing authoritiesPeorif and Washington,D.C.
tax revenues for fiscar year 1980 to be 505,665 a
tively. --New Orleans estimated that there was no t
due to the poor condition of the property prior to c
low-rent public housing. Similarly, Chicago estimated
would be minimal since the projects wee develoged
blighted areas.

timates of the amount of
ted units; however, two

4.mated the foregone
,464,000, respec-
ss on the units
truction of the

at the tax loss
property in

213/ See Aftaahments I and II, infra.

J
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Six _of the housing authorities stated that new- tenants generally come'
from the immediate vicinity. Reasons for this varied from application
requirements to a lengthy waiting liite iehich in itself acts as a deter-
rent to families considering migrating. Montgomery was the only housing
authority of those surveyed which has: applicants for low-rent public
housing from the immediate_vicinityland others from rural areas who must
migrate into Montgomery in order to obtain affordable housing.

As shown in Attachment II, payments in-lieu of taxes represent only a
small amount of the total Federal dollars a local educational agency

jurisdiction. The Commission's survey found that a ong the seven

receives on the .basis- of low-rent' public housing, ch
T

en within its

housing'authorities surveyed, the asierage per-pupil payment in-lieu of
taxes was-$10.28 in fiscal year 1979 while the average per-pupil Impact
Aid payment was $76.81 in fiscal year 1979. It-As evident from these
data that the argument' that Impact Aid payments for low-rant housing
children duplicate in-lieu of taxes4payments has no basis.

When Public Law 874 was originally enacted,' low-rent housing property
was specifics ly excluded from the definition of Federal,property oh- the
grounds tha the Federal ho ing program is 'a form df Federal aid to,
the local communities.' e HoUse report. explained that "(i)t,owas
understood from the begin ing, that full taxes could not be paid if the
necessary low rentals were to be achieved and that the loss represeqted
by the- difference between fill taxes and payments in lieu of taxes wOhld
represent

21
tbe local contribution toward a joint Federal and local pro-.4/

gram....----

Public Law 91-230 amended the Impact Aid law to
include low-rent housing in the definition of Federal property. The
Senate report on that bill reasoned that children residing in low7rent
housing have 'as heavy an impact on' local educational agencies aethat
of children considered to be federally connected under present law.'
That teport also pointed out that inadequate '' lieu of taxes' pay-
ments whic are made to local governments...beir r relationship to the,
cost of Wding education for the children residing in (low-rent
housing) --(This reasoning is still valid today.

Thus children residing in ).ow-rent Alousing5rojects are currently
incltided in the Impact Aid Program not becauie-Of.the housing projects'

dinherent tax-exempt,staturesulting from Federal ownership, but because
of Federal law which renders them tax-exempt. Also, .as the Senate
report point out, low-rent housing children place a burden on loptal
educational 4encies. An underlying premise-of. the, program is that
Federal activities place a financial burden on local educatibnal
agenciesby reducing local tax income for school purposes which trigger

31i/ H. Rep'. No. 2287, 81st Cong., 2d Sess. 26 (1950).
.215 0S. Rep. No. 91.4, 91st Cong.,, 1st Sesst 68 (1970).

4
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a...Federal (obligation] to reimburse local educational agencies for
financial burdens that lit/ has imposed upon them by reason of Federal
activity in the area. ---- The,Cominission's study of federally-subsi-
dized housing has shown that, but for Federal involvement; public-Th
Musing would probably not exist. In addition, continuing Federal
involvement with virtually daily operations of housing authorities
belies a strictly local character of public housing. Thus it is argued
that the Federal Governmedt's housing policy-=specifically the subsidy
of ],ow -rent public housing--can be considered i Federal activity. This,
coupled with the legally tax-exempt status of public housing property,
justifies Impact Aid paAgrks on the basis of children residing on
low-rent public housirig.-11 4

The effect of low ;rent public hau4ing.on education has been the subject
of much discussion on the Commission and there is a substantial opinion
that the Congress should review the entire question, either in the
context of the housilg taws of the United States or- in that of the
educational needs of the children residing in low-rent public housing..
The Federal law which exempts this property from local taxation and the
provisions thereof for clearly unrealistic in-lieu of taxes payments
from shelter rents together operate to create a burden on schools
educating these children. This appears to be an unnecessary burden
created by defects in the housing laws.

Thii- rden, Which is real and substantial, when included irk the Impact
Aid ogram .has tended to distort the remainder of the program so that
the total amount of Impact Aid entitlements,'is far greater than the
-smounts which the Congress has been willing to appropriate to pay those
entitlements. This requires the setting of priorities for payments when
funds are not sufficient to pay all entitlements and has complicated the
program considerably.

There is considerable opinion that the housing la4s should be revised to
provide for a more realistic payment to local governments to cover the
costs of all local services and that Federal subsidies should be adjd-st-
ed to assist in covering those costs, with 'the result that the burden
created by defects in the housing laws would no longer exist.

This issue is not within the mandate given thiS Commission-and can not
be addressed properly in this report. That being the case; the Commis-
sion must accept the existence of present housing laws and treat the
turden created under them in/ the same manner as other Federal burdens.

216/ E. Rep. No. 2287, 81st Cong., 2d Sess. 7 (1950).
217/ It is worth noting that sup, as a 'matter of policy, supports the

inclusion of public housing in the Impact Aid Progiam. A recent
letter from HUD's General Counsel to the Office of Management and
Budget, included as Attachment*III, testifies to this.
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ATTACHMENT I

GENERAL INFORMATION--FEDERAL HOUSING ASSISTANCE SURVEY

HOUSING AUTHORITY Montgomery, AL Peoria, IL Chicago, IL

Total annual
subsidy

$ 2,662,114.00 (FY80) $6,928,807.92 (F40) $68,879,100.00 (FYBO)

Debt service .

teceived in
FY 1980 ,

$ 1,785,701.00 (FY80) $2,707,498.00 (FY80) '$32,332,105.00 (FY80)
.

PILOT payments
earmarked for
the local
educational
agency

$ 11,196.59 (FY80)'
$ 12,566.13 (FY79)
$ 12,324.82 (FY78)
$ 17,024.98 (FY77)
$ 18,258.61 (FY76)
$ 18,052.69 (FY75)
$ 16,331.18 (FY74)
$ 12,726.38 (FY73)

$ 13,148,30 (FY80),
$ 12,702.67 (FY79k
$ 16,854.8t'fPY78)
$ 23,221.98 (FY77)
$ 24,972.30 (FY76)
$ 28,338.86 (FY75)

$1,290,301.91t

)
o

Number of feder-
ally-assisted
units.

2,995 units
2,018 in
convention _wits, ,

963 units in section
8 program

Approximately i

40,000 families
(including elderly
and single persons)

Number of school-
age children in
federally-assisted
projects

3,902 children
896 conventional
units (sectioh 8
program estimates
unobtainablei

61,441 children
(Based on 1970

Census data)

Number of
applications
On waiting list s

Approximately 300

applications on hind

.

238 in cpnventional
units, 800 on sec-
tion 8 program Iist

Approximately .3
11,000 people

'

.

Averagp time
a family must
wait to be
housed

1

6 weeks

(
.

conventional units,
week to 60 days,
section 8 program
units, 6 wks.--1 year

'

1 -10 ,years (very

low turnover rate)

t The cavity treasurer's office distributed this payment on July 21, 1978. It represents
the Board of Education's share of the PILOT.Payments received for. th4 tax years 1973-1977.
Nothing has been received since then.

.



.ATTACHMENT I (cont.)\-----

GENERAL INFORMATION --FEDECL HOUSING ASSISTANCE SURVEY

4

HOUSING
AUTHORITY Los Angeles4 CA New Orleans, LA Denver, CO, Washington, D.C.

Total'annual
subsidy ,

$ 5,173,650.00,FY79)

. (

$ 9,985,282.00 (FY79) $ 3,363,140.00 (FY80), $15,7,58,890.00 (FY80)

. ..Debt service
received in

$ 4,734,283.00 (FY80) . $11,177,239.00(FY80) $ 4,187,467.00 (FY80) $11,024,796.00 (FY80)

FY 1980 -,

PILOT $ 337,027.89 (FY80)
payments. -

earmarked for
$ '1,60,7.61-(FY79)4
$ A6,619:71 ,(FY78)

' $ 57,792.32 (FM)
$ 51,669.31 (FY78)

$ 25,433.95* N/A
.

the local $ 270,577.14 JFY77) $ 48,428.65.(FY77) (D.C. has waived .

educational $ 236,709.724(FY76) $ 65,239.49 (FY76)
. payment for PILOT)

agency $ 219,112.19 (FY75) $ 55,066.08 (FY75)

Number of federally-
assisted units

.8,213 units - 13,965 units 6,27 units
.

12,534 units

Number of school- 13,666 children 23,836 children 5,375 children 12,800 children
age children in

.

federally- assisted
.

. 4
eprojects. I.

r R .Number of Approx. 9500 ' '7,325 Approx. 800-1000 Approx. 7,580
applications
on waiting list

people people people people

Average time a
family must wait

3-4 years** . 3-4 years 1-6 months 6 mos. -- 16 yrs.***
". (varies by size)

to be housed

* This figure represents two-thirds of the PILOT payma5t received March 18, 1980.
** Average waiting period for 3-5 bedroom units is five years-.
*** Efficiency: 4 yrs; 1 BR: 6-11 mos; 2 BR: 3.5 yrs; 3 OR: 6.5 yrs; 4+BR: 16

3 2 4

ti
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ATTACHMENT II

A PAYMENTS RECEIVED BY LEA ON BASIS OF LOW -RENT PUBLIC HOUSING CHILDREN (FY 1979)

PILOT Dollars/LRPH Child 874 Dollars /LRPH Child Total Fed. 8/LRPH Children
LEA PILOT $ to LEA PILOT $ to LEA' 874 LRPH $ 874 LRPH $ 874 LRPH $ & 874 LRPH $ &

ILRPH children SAFA's ADA foe- # LRPH child SAFA's ADA PILOT $' PILOT $
(housing LRPH children, '.(housifig. for LRPH # LRPH child. SAFA's ADA
authority

. 'authority childreal (housing for LRPH
figures) figures) authority, children

. figures)
Mont. $12,566.13 $12,566.13 ' $245,332.17 $254,332.17 $257,898.30 $257,898.30
Pub. 3,902 3,170.53 3,902 3,170.53 3,902 3,17,0.53
Schs. =83.22 =$3.96 k =$62.87 =$77.38 =$66.09 =$81.34Peoria $12,702.67 $12,702.67 $108,125.46 8108,125.46 $120,828.13 $120,828.13
Pub. S.D. 3,902 1,314.24 896* 1,314.24 ' 896* 1,314.24
N6. 150 =$3.22 =89.67 =$120.68 =$82.27 =8134.85 =891.94
Chicago $1,290,301.91+ $1,290,301.91+ $2,814,63619 $2,814,636.99 $4,104,936.90 $4,104,938.90
Pub. Schs, 61,441** 34,211.26 .61,441**, 34,211.26 ' 61,.441 ** 34,211.26
No. 299 =$21.00 4437.72 =845.81 =$82.27 =866.81 =8119.99Los $360,748.61 $360,748.61 81,059,259.97 $1,059,259.97 81,1440,008.50 $1,420,008.50
Angeles 13,666 12,138.24 13,666 . 12,138.24 1 13,666 12,138.24
Unif.S.D. =826.40 =829472 =877.51 .1.887.27 =$103.91 =8116.99Orleans 057,796.32 $57,796.32 $918,647.02 8918,647.02 $976,439.34 $976,439.34Parish 23,836 12,023.25 23,836 12,023.25 23,836 12,023.25
Sch. Bd. =82.42 =$4.81 .438.54 =876.40 =840.96 =881.21
Denver $25,433.951 $25,431.95t $583,107.93 $583,107.93 $608,541.88 $608,541.88
S.D.

4'

5,375 4,131.01 5,375 4,131.01 5,375 4,131.01
No. 1 =84.73 486.16 08108.49 48141.15 =8113.22, =8147.31
Dist. $0'" $0` $1,072,507.30 81,072,563.30 81,072,507.30' $1,072,507.30'
of Col. 12,800 10,104.45 12,800 10,104.45. 12,800 10,104.45
Pub. Schs, =80.00 .$4.00 m$83.79. =8106.14 =883.79 =8106744

This figure only represents the schbolage children in conventional units. Peoria Housing
was unable to provide a figure from the section 8 program, hence the wide disparity petween
this figure and the figure from SAFA.
The Chicago Housing Authority has based this figuteon 1970 Census data, hence the wide
disparity between this figure and the figure from SAM.
PILOT payments received for the tag years 1973=1977. No-payments have been received since then,;
The city treasury received on March, 3, 1980, its first *PILOT* payment from the housing
authority since 1976, of which the schools will receive about two-thirds-this figure is
an approximation and can only be used as somewhat a comparison.
The D.C. Goivernment has waived *PILOT" payments.
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Mr. James M. 'Frey.

Assistant Director for
LegislitHve Reference

) Office of Eamagecient and' Budget
Washingpon, D. C. 20503

Attention: Ms. Celeste Wilder

Re: HEW draft bill; "TO.maIs.e-- o.
?

0A _certain miscellaneous
amendments td the Elementary .....

. and SecondaryEducation.Act-,. 44-
the Emergency School Aid Act, F.:

the At of SeptLIber- 30, 1950, r!

P.L. 93 -380."

Dear Mr. Frey:

This
.

is in response to yout 1-equest for the views of
this Department on the above HEW draft legislative propoSal.

Section 7(a)(1) o the draft would repeal subsection 3(b).
of the Act of September 30, 1950. Under subsection 3(b),
ghildren who reside with their parent's in federally assisted
low-rent public housing are included among those to be takeg
account of in computing the level of Federal assistance to be
sade available to school agencies under the Federal Impatt.
lid Program.

We strongly'objectto ehe deletion of this particular
-category of children. -Our understanding of the effect of
such a repeal is that it would redboe the level offederal
impact aid attributable'to residents of low-rent public
housing from approximately $80:million per year to approxi-
mately $1 million'per year.

4, 4.0. moataals.

ti
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- This dras,t eduction in Federal: aid would be suffered

solely "bye distiicts in compunitiei which have, in the

past; responded to the Nation's long standing policy of
encouraging.a'commitment by local governmdnts in providing

decenC,-safe and sanitary housing for its lower-income-

citizenS. With respect to low-rent publiC housing this

commitien.t takes the form .of an agreement by the Iiicalitj7=

to forego the'imoosition-of full property taxes and accepting

instead a lesser payment. IA lieb. of, taxes (PILOT).

The. loss in' potentialfcrevenues which localities. Tight
have othewide to support their schools is of course, th'e

major rationaleAfor having a Fe'deral"Impact-Aid Program in.

the first plac4 'Therelfore, not taking into account public
housing residenn id determin&pg 'such aid not only undercuts
our National Housiz:-a.polity but also_ks inconsistent with the

basic .purpose n= awe: justification for, any' t'pe of impactaid.
-

The injustice of this repeal becomes dramatically.. ,

apparent when it is recogniz4that the school districts

'and.the,co=unities which wiil'be most severely damaged-
are precisely those which have cooperated most in ca'rryinc,

out our national housing policy. These are also, in large'
part, those distressed communities'who can Least afford to

- make up from their own resources any cut in federal :aid and
those upon .wham. the PreAident's 'national urban policy is
concentrated:

11.0.444.14.4.m.

Sincerely,

/sj rd ward 7. Norton

4 Edward W. Norton
Acting General Coun4e1

4 ,4 tt,44 44:4441-re-.4 s44- ,-*
7 *
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JIV. WHAT IS ;EE OBLIGATION OFTHE FEDERAL GOVERNMENT WITH RESPECT
TO THE EDMATION OF CHILDREN CONNECTED WITH FEDERAL PROPERTY?

The Impact AidProgram or a similar program may be viewed as an oblige-
. tion. That obligation arises from a need to preeerve a federal system

of governdent. .The obligation runs to institutions within that system,
the political subdivisions of the States,charged by them with a govern -
'mental function historically within the prerogatives of the States--
eduation.

.(

In summaryo, that obligation is that the Federal Government ought not
exercise ,is power to acquire real property or otherwise exempt real
property from taxation and-use that property in such a manner as 'to
-.impair substantially the legitimate functions of the States. One means
of balancing the power of the Federal Government against the rights-cif
the States to carry out their legitimate functions is to compensate theta
kfor the adverse effects of the exercise of that power.

Obligation as the Owner and User .of Land

In'the case of education, the possible conflict between the power of the
Federal Government and the right to carry out State functions is espe-
cially potent because t e States have delegated theit historicalliespon-
sibility for educatio to subdifisions and have provided, to a gre0
extent, that those s ivisions--local educational agencies--derive
their revenues from taxation on real Property.

The States have also ,mired that local educational agencies educate
all children within Alrjurisdictions, so that children living in the
school districts of t se agencies must be provided a free public
education. Thus, local educationzil agencies` -have a revenue' burden
arising from the loss of revenue from tax-exempt real property and a
service burden arising from a requirement that.local educational agen-
cies educate children, residing on, or whose parents are employed on,
thatroperty.

The study regarding the obligation to provide fof n adequate level of
education is based; upon an increasingly evident shift in emphasis toward
looking at the educational needs of federally-connected children. this
required an examination of the obligation of the Federal Government with
respect to,the education of federally- connected children, together with
the obligation 'to ameliorate the loss caused by ownership of tax-exempt
property, which form-the basis of the Impact Aid Program. That double
obligation is inherent in that the Federal Government) as ta landowner
and an employer, is to be treated, to,the extent practicable, as private
landowners and employers are treated under the laws of the States.

The Federal Government, as an employer, has recognized for many year ran
obligation for the education of the children of-some of its employees.

,In 1821,'before a policy supporting public education became established
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throughout' the United States; the Congress appioved a code, developed by
the Oar Department, for the establishmeht'and support of schoola for

2 the4.

education

of children of Federal'eMployees on military posts.

the 1930'st-the Congress madeSpecial provisibp fornthe education of
ildren of 'employees of the Tennessee Valley Authority., the Veterans'

Administration, the Army Corps24, Engineers, and, the Departments of
Commerce,- Interior, and Justice. '

During World War II and, later, during' the transition from war to,peace,-
the Congress provided for the'maintenanc'e' and operation of school
facilities in areas affect, Federal activirties by enacting sever-.al pieces of legislation designed to, assist local etjtional

218/ Lloyd E. .8-latich and William L. Iverson, Education of Children on
Federal Reservations, Staff Study No. 17,.The Advisory Committee on
Education 19 (t939) [hereinafter cited as Blauch].

Legislative Reference Service, Library of" Congress, Education of
Children Living on'Federal Reservations and in Localities-Particu-
larly Affected by Federal Activities, Senate Committee oh Appro-
priations, 81st Cong., 1st. Sess. 6 7 (Comm. Print 1949) [herein-
after'cited as 1949 Comm. Print].

Catherine ,Ehrmantraut 'Martini, A Study of the Effect of Federal
Government Installations on School Facilities in Selected Areas,
at Preface, 20 (1948) (unpublished M.A. thesis in American Univer-
sity Library) Chereinafter'Cited as Martinil.

See. Appendix P ebtitled "History of the Federal Obligation Toward
the Education of Federal Civilian and Military Dependents."

219/ Blauch, supia note 218, at 46.
1949 Comm. Print, supra note 218, at 7.
Martini, supra note 21'8, at 26.

220/ SOMe of the major legislation enacted during this period included:

Lanham Act, Pub. t. No. 76-849, 76th Cong., 3d Sess., SS1-14, 54
Stat. 1125-1128 (1940) [covering October 14, 1940 throggh June 30,
)941] (amended by Lanham Act, Title I, Pub. L. No. 77-409, 77th4.

COng., 2d Sess.; SS1-9, 56 Stat. 11.-12 (19'42)); Lanham Act, Title
II, as amended,by Pub. L. No. 77-137, 77th Cong., 1st Sess., $3, 55
Stat.'361-363 (1941) [covering June 28, 1941 throlh June 30,
1946]; Lanham Act, Title II, as amended by Pub. L. No. 79-452, 79th
Cong., 2d Sess., 60 Stat. 314 (19_46) (covering June 267 1946
through June 30, 1947]; Landis Act, Pub. L, No. 80-3f7, 80th Cong.,
1st Spss., 61 Stat. 716-717 (1947) (covering August 1, 1947 through
June 30, 1948]; Landis Act, Pub. L. NI., 80-837, 80th- Cong., 2d.
Sess., 62 Stat. 1110 (1948) [covering June 29, 1948.through June
30, 1949] (amending 61 Stat.-716:717 (1947)). ,_.

( (Jo
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agencies on an ad hoc basis.
221/

This congressional action indicated:

...that the Congress has given recog
certain activities of the Federal-
ously the ability of some school,
school services by causing substantia
tipn in a relatively' short periofig
real property from the, tax rolls. -1

nition to the. fact that
Government affeCt seri-
districts to finance
1 increase in popula-
time and by removing

The Impact Aid Program was designed to repl
authorizations with

23
a uniform policy toward the

Federal employees.
/

ace these single purpose
education of children of

Legislative history of the original Impact Aid law indicates that the

Congress found that the laws of the States and their subdivisions have;
112rough .reliance on real property taxes, placed .upon the_owners and ,

sers of real *property an obligation for the financ al support of public
edUcation: The relevant Committee Reports state that the "United States
as become an industrialist, landlord, or a businessman in mancommuni-
ties" by owning and using land there. because that land is tax-exempt,
however, -the Federal Government has not accepted "tie responsibility of
the' nor

/
mal citizen in a community* for financial support of public
zz4Schools: Thus the_Congreel enacted,Pub1ic Law 874 to operate under

.

existing school finance patterns in the States as a device for Fed-
eral complisre with the obligation of landowners to support public
education.

The Commission has learned through its hearings that local educational
agencies across the country consider the Federal Government as having an
obligation to provide for the education of federally- connected children.
Local educational agencies addressing the issue of the financial respon-
sibility of the Federal Government toward the education caf'faerally-

231/ 1949 Comm. Print, supra note 218, at 2, 7-11.
Martini, supra note 218, at 12-15.

232/ 19491Comm. Print, supra note 218, at,j4.
223/ Id'. 15, 60-61.
224/ It should be ,noted that, even though there are Rio explicit cr

references between the Lanham Act and the amendments to 40 U.S
255 (which permitted Federal acquisition without State consent
the concomittant .transfer of jurisktotion), the simultaneo
consideration of the two-measures would aPpear to support a conten
,tion that Federal measures ,to provide' for education of feder-
ally-connecta...children in public schools were enacted in the con-
text of greatly expanded Federal activities without the assumption
of Federal responsibility for jurisdiction over them.

-221/ H.R. Rep. No. 2287, 81st Cong., /d Sess. 1 (1950).

oss-
..C

and

a-



connected children consistently argued that when the Federal Government
.acts as an employer and landowner, it should pay.. for local government
services as other employer6 'and landowners do. Further, representatives
of local educational agencies testified that since its inception the
Impact Aid statute has expressed a Federal,00nciiiifor the,educatioh of
children of its employees. The hearings reflect a general belief that,

.,°in addition to its purely financial obligations, the Federal Government
is obligated to ensure that children of Federal employees have access to
a public education as'other children have.

Children Residing on Indian Lands

A With regard to most federally-connected childien, the Federal Government
has a,responsibility'based on its tole as an employer of the children's
parents or on dts ownership of the real property on which they` reside.
With regard toward the education of Indian chiliff, the Federal Govern-
ment has a unique obligation based on treaties (and legislation.--

,The Impact Aid program which, since.1958, has inCluded all children t
residing on Indian lan s within its purview and, since 1974, has pre-
sumed that theAr parents both live and work on Indian lands, now
constitutes a mjor part of the Federal effoq810 meet the Federal

i obligation for the edacat on of Indian Children.

Children residing on Zn an lands represent a different issue from that
of all her Aderal onnected children. The same principles regard-

._ ing State .and local ws cannot be used in evaluating the Impact Aid
Program for -these ildren as are used for other children. In'fact,

. Indian children :ere not even part of the program in 1950, so that'the
original principles of the program may not be appropriately applied to
them.

amr
There is no egidence in the ,legislative history of Public Law 874 that
there was an intention that the inclusion of children residing on Indian
lands be related tg the satisfaction of treaty obligations to Indian
tribes with payments under the Impact Aid. Program. , However payments

riallirespect to entitlements based on children residing on Indian lands

'.2W andian Education TaSk orce Five, Final Report on Indian Education,
American Indian Policy Review Commission, U.S. Cong. 61-73,-314-415
(Comm. Print 1976).' (Hereinafter cited as Indian Task Fdrce
Report.)

222/Chap. 84, Sess. II, 3 Stat. 516 (1819). -r
228/ The second sentence of section 3(a) of Public Law 874, as revised

ia 1974" (section 305 of Public Law H3-380), provides that in making
a determination of the number of military "A",children for any
local educational agency, the number of children residing on Indian
lands are to be included.

4,
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now constitLapproximateLy one-sixth of.the:payments made under the
.

program. 'Payments under- Public Law 874, provide more .funds for the
education o' Indian children than,anyother single Federal source. The

result is, intended or not, if the Federal Government is satisfying

those obligations at all, a majoi part of that satisfaction is tied
through the'Impact Aid Prcgram--eipedially since title III of Publii row
874 was added by 'the Indian Education Act-in 1974.,

On the basis of evidence available to the Commission, it appears that
more Federal funds are being expended 'for the' education of Indian
children through the impact Aid Prograd than any other Federal program.
For this reason the Commission found it necessary to review the histoiy
and nature of the Federal 'respOnsbility for, the edUcation of Indian
children and to determine the extent to which,tpe Impact Aia Program
should.be considered,a part oe'that responsibilkiy: .

- A-,

The following table illustiates thpercentage of school,. rglenues- in
States in which local educationalagencies receive Impact Aid payments
due to Indian lands for the school year 1978-79.

9

PERCENTAGE OF SCH6OL.REViNUES FOR SCHOOL_TEAR
1978-79 IN,.STATES IN WHICH LOCAL EDUCATIONAL AGENCIES

RECEIVE IMPACT:AID DOE TOINDIAN LANDS

Federal State Locall Federal State Local

1, Alaska 15.3 66.0 18.7 14. Montana '8.4 51.5 40.1

2. Arizona 8.3 42.9 48.8 15. Nebraska .6.9 16.8. 76.3

3. California 12.0 64.9 23.1 16. Nevada ,*4.8 34.0 61.2-

4. Colorado 4.9 36.9 58.2 17.' -New Mexico 16.3 67.0 16.7

5. Florida 9.4 ,56.1 34.5 18. North Carolina! 14.5 *67'.0 18.6

6 Idaho ' 12.5 .46.9 40.5 19. North Daketi 8.44 46.1 45.6
N
7. Illinois 10.7 A, 39.6 -49.74.20'. Oklahoma 11.8 65.7'32.5
8. Iowa 5.8 38.9 55.3 ,21. Oregoh 7.2 30.3 62.5

9. Kansas 12.2 46.7 41.11/.22. South Dakota 12.5 44.6 73.0

10. Maine 7.6 47.11 45.2_23. Utah . 88 54.0 37.2

11. Michigan 6.5 44.8 48.7 24. Washington 9.5 i 61.3 29.2

12. Minnesota 5%9 64.5 3K6 25. Wisconsin , 4:3 3'6.5 59.2

13. Mississippi 24.7 1 52.4 22.9 26. Wyoming 6.2 28.1 65.7

Source: Bureau of Indian Affairs, `Department 0 the Interior, Impact
Aid--P.L. 81-874 as revised by Title z, Part A -, Sec. 11Q.Lal,
Information Booklet for Indian Parents and Tribal Officials) 8
(1979).

The Commission's review indicates that education for IndAan children was
a concern of European immigrants even in colonial times. The first'
nor- Indian efforts to educate Indian children were made by the mission-
ar-ies in'early colonial times in the hope of civilizing the Indians and

--ceeverting them to Christianity. Their efforts resulted not only in
teaching the Indians the rudiments of reading, writing, and arithmetic
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but also it establishing Sore than 15 schools which were subsidized by_
private and governmental funds. In addition, educatiOnal efforts
occurred at the higher education level, as is.evident by the early
'programs at Dartmouth, Harvard, -and,Wil/iam and Mary. Moreover, the
early educational alpftj.es of the 17th and 18th centuried influencedf
sudh 'future government policies towards the Indians as miasionary-

.suppOrted civilizing.-efforts, t4atymakinv, regulation. of trade and
intercourse with Indians, and the- precedence_ of national over locals?

ti urisdiction,for Indian affairs.

Under the Articles of' Crpfideration, ratified in 1781, the Federal
.Governtien,t. had *the soleand-exclusive, right and power of...regulating
the ttadeand mOing.all affairs with the Indians, not members of any
of the. States.Thereafter, with. the reorginizationof the gOvernmdnt
under the United States' Constitution, the Federal government was given
the distinct and sole authority-to manage Indian affairs. Ar4icle I,
-Section 8, known as the *Commerce.Clausei* declares$

The Congresd sh'alihave pOwer....fo regulate.commerce with_
foreign.nationsand among the several,seates And with the
Indien'tribes. ,

Thus, the Congress was gimen.authocity to regulate trade with the
Indians and the President was empowered to negotiate treaties with the
tribes, subject congressional approval. The numerous treaties signed
with Indian tribes, the Commerce Clause of the Constitution, and stat-
utes concerning Indian..education have become, the f5meyork for the, role
of- the Federal Government _in educating the:/ndians.---1

The first'major policy guiding the.Federal Goverhment's political
dealings with the Indians was tteatymaking. The educational activities
of the Federal Government' contingent on treaty agreements with the
Indian tribes began with the treaty of December 2, 1794, with *le
Oneidas, Tuscarora, and Sto5kbri,dge.lndians, anqended in 1868. During
this period more than. Tylpundred treaties were.sigriaq which contained
educationalLprovisions.---/ ,Many treaties were vely specific about the
type of educational services which the government would provide; others
simply made general provisions for the purposes of_education, designat-
ing a certain amount or creating a fund to fulfill the obligations.
These provisions included ,promises for general education purposes,
teachers', salaries, constructiort apd maintenance of school 41414dings,

229/ Theodore Fischbacher, A Study of the Role of the Federal Gov nment
in' the Edugationeof the American Indian 37 (1967) (doctora sser-
tation,1i,zona StateolJniversity) (reprinted-in 1974) (h teinafter
cited as Fiachbacher).

230/ Indian Task iForce Report, -supra note 226,'at 29.
231/ See Attachment I for 'a chlonological list of treaties made between

Indian tribes and the United States Government containing educa-
tional provisions.

4
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support of manual labor and industrial schools, 4nstruction in agric
tural, mechanical, and industrial arts, school supplies and materia
and annuities or general funds for education.

232/
The Trade and Intercourse Act of 1802--- is considered the-first piec
of substantive legislation by.which the United States assumed respons
bility-for and committed Federal funds for social add educationa
services for the Indians. Section 13'of the Act authorized an annua
'appropriation of $15,000.

ul-
ls,

e

i-

While the specific expenditures of this fund [were consid-
ered) discretionary with regard to items purchased and
presented to the Indians, it [was] not a discretionary find
with respect to the fulfillment of the treaty obligations
by.the Uniisi2States tO,protect the Indians and to preserve
the peace. -

On March 3, 1819, the Congress created the Civflization,run4325( and
authorized'an annual appropriation of $10,000 to religiou's groups and
interested individuals whmwou,ld work and teach among the Indians., This
act.represents the *first legislative action taken by the United States
which does not refer to any treaty.or treaty7related responsibility,.but
instead assumes for, the United States a general obligat on for' -'the
civilitation of the-Indians (and]...efignds the Federal r sponiiibility

tfor Indian education...to all tribes."---

The courts have held that thin statutecovers all tribes
whether they held any treaty relations with the United--
States or not and from this statute comes the authority of

- the federal government to proyide services for all Indians,-
regardless of locagep or.previous legal _relationship with
the United States.---

_1

1
1

However,the encouraging effects of the Civilization Act were.hampered
as a result of the Indian Removal Act of May 28, 1830, which' initiated

232/ 2 Stat. 139.
233/ -vine Deloria, -Jr., Legislative -Anaxais_of the Federal Role in

Indian Education 8 41975) (hereinaftei'cited as Deldria's Legisla-

tive Analysis):
234/-3'Stat. 516. This Act.,establishing the Civilization Funds

trites the use of the term 'civilization' by the Indian Department:
'...to employ capable Persons of good moral character to instruct.
them in the mode of agriculture suited to their station; and for
teaching their children In reading, writing and arithmetic and

v_ performing such other duties as may be enjoined...* (Indian Task
Force Report, supra note 226, at 62, n.4.)

222/ Indian Task Force Report, supra note 226, at 342.
236 / Deloria's Legislative4nalysis, supra note 233, ae12.
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the government's policy of forceful evacuationof the Indians.from their
ancient tatrimony by providing for *an exchange of lands with the
Indians residing iqany of the states or territories, and for their
removal west of the river Misfissippi.* The sum of $500,2p1wasaPpro-
priated by the Congress to cover-the'anticipated expehses.

Those Indian, bribes which had advanced the farthest toward white accul-
turation were the most seriously affeced, for the improvements made
upon their lands and. the educational facilities which they had been
proiided all had to be sacrificed to the land-hunger of the new Ameri-
cans determined toidisplace the first Americans.

The 1850's and 1860's marked the era of transcontinental migration of
the Indians as-the Federal policy of reservation dettlemedt was being
enforced. The overriding concern of the Federal Government at the end
of the Civil War was .to *clean up" the Indian Bureau and-to bring
remaining *hostile* Indians odto reservations. In an effort*to remove
the position of Indian agent from political influence, President Grant
intitiated a Board of Indian Commissioners in 1869. This Inspecting and
Advisory body waa.responsible for hiring reliable Indian agents of high
*Christian character.* These agents were responsible for promoting
educational facilities and programs to civilize the'Indians. In 1870,
after a review of Indian reservations and schools, the Board of Indian
Commissioners Called on the Congress for a policy of more direct Federal
*involvement in the operation of schools for Indians; they noted that the

'Commissioner of Indian Affairs had remarked in.1855 that removal from
place to place had prevented Indians from acquiring settled habien or a
taste for civilized pursuits.

The years from 1870 to 1887 are referred to by writers on Indian affairs
as the Reservation .Peri9d because during that sixteen-year period the
Government vigorously grsued the pr,ctice of segregating. the Indians
withiarlstricted areas and made the first serious attempts to educate
them.

-430

A major polidy-change in Indian education resulted from the passage of
two general appropriations bills in the Reservation Period--the first in
1870 and the second in 1871. The .act of 1870 provided an unprecedented
$100,000 "for the support of industrial and ot/h= schools among, the

z.;,Indian tribes not otherwise provided This act brought
Indian education more directly under the control of the Indian Office
and stimulated the establishment of governmentlschools. -The 1871 act
prohibited the making of further treaties with Indian tribes and ended

227 / 4 Stat. 411, 412.

238/ Fisch ac supra note 229, at 83.
222/ 16 Stat. 335.

33?.,
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their independent status2
40/

21.; they would thereafter be regarded as wards
of the United States. --- Most of the treaties-previously negotiated
with ;Tidian tribes had contained education provisions; therefore, the
$100,60 appropriatOn was intended to provide for the retaining tribes
and to kurnish a means by which the Government_could meet its obligation

to proiide educational facilities and teachersfor Indiaq children.
Early i the Reservation Period (1873) the Civilization Act wasre-
pealOOthe fund aiding church schools was withdrawn, and by means of a
new system of contracts with all schools receiving Federal subsidies,
Indian education was gradually brought more directly under the control
Of the Indian Office. The Congress reinforced this control by authoriz-
_lag the appointment ofan Indian School Superintendent. Under the 1870
appropriation act, the Indian Bureau established day, boarding, and
,industrial training schools --all wits an emphasis on basic stills in
English, arithmetic, mechanical arts, and terming. Indian culture,
religious values, and tribal environment were purposely damaged by these
schools which were designed to assimilate Indian-children into the white
community. To reinforce the assimilation concept, the first non-reser-
vation boarding school for Indians opened independently at Carlisle,
Pennsylvania (1879).

\

-2947,

By the close of the Reservation Period there were several
categories of schools in operatton:

Day Schools:

established and supported by the Federal Government
o/supported by contract wfth religious societies

mission schools established and supported by religious

Boarding Schools:

located on reservations-and controlled by agents
independent schools --

supported by gener*al appropriations

supported by special appropriations
contract schools --

supported bygeneral appropriations
4supported by special appropriations A

mission schools established and chiefly atippOrted by religious
associations

different

societies

State and Tribal Schools:

Indian schools of New York State
242/

tribal schools of Indian territory ---,

240/ 16 Stat. .544, 566. While the Congress formally ended treatymaking
with the kndian tribes in 1871, for the next 40 years the Congress
did make *agreements' with the-trI5es which have been interpreted
as treaties by Federal courtst- AlthOugh these agreements were
identical to the treaties in format, they placed more emphasis ori
the rights of individual tribal-mgmbera rather than on the rights
of the tribal groups themdtives. (Beloria's Legislative Analysis,
supra note 233, at 22:)

Fischbacher, supra note 229, -at 81.
242/ Id. 110.
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The period from 1887 to 1934 is referred to-as the Allotment Period as,a
result of. the passage of the Dawes Act of 1887 which initiated a'govern-
ment policy of breaking down communally-held Indian lands and distribut-
ing them in allotments to individual Indians. This Federal policy was
designed to counteract the influence of the Indians' communalistic
culture in order to facilitate and to hasten their assimilation into the
prevailing white American culture and promote.indivl.dualism and pride in
the ownership pf one's own property.

The General Allotment Act of 1887,2430 commonly known as the Dawes Act,
contained four provisions:

1) a grant of 160 acres .t9 each family head., of eigqy
acres to each single person over eighteen years of age and
to. each orphan under eighteen, And of forty ,acres to- each
other single person under eighteen;

2) a patent in fee to be issued to every allottee but to be
held in trust by the government for 25 years;

3) a period of four years to be allowed the Indians in
.which to make their selections after allotment should be
applied :to any tribe--failure of the Indians to do so would
tesult in selection for them at the order of the Secretary

4he./nteriorp and

4)t.citizenship to be conferred upon allottees and upon my
other Indians who had abandOited

/ their tribes and adopted
444the habits A civilized life.--

Ar*
which had been intend0 as'a civilizing
primarily a means of depriving the Indian
of the Act:

Unfortunately, the )887 -law;
instrun(ent...tmed out to be
of his laude.' ---10.As a result

7-\
1.

1) the Indians lost 86,910;000 acres out of 138,000,000 or
more t).n 60 percent of their original holdings;

2) the Indian lands became Ln many cases isolated, and, as
a result, unvofitable for grazing purposes;

3) Indian heirship became a complicated-problem as a r4ult
of division and subdivision, of land, into small tract-0;

4) inaugurated a common practice of, keasing-Zndian
allotments to white settlersh

. .

,

5) it resulted in many legal complications; and

243/ 24 Stat. 388.

/11/ Indian Task Force Report, supra note 226, at 43.
212/ Fischbacher, supra note 229, at 118.

r
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6) it broke, up tribal organizations and thereby destroyed
the one cohesive element within the understanding oft the
Indians and through which they, wera able to Work. 4b/

_Criticism of the Dawes Act increased in the closing years of the 1800'i
and the beginning of the 1900's. Opponents'objected to the privileged
citizenship for the Indian which resulted from the allotment measm,
declaring that it granted *privileges without responsibility.*----

248/
On May 8, 1906 the Congress modified the Dawes Act so as to defer
the right of citizenship to\the close oflthe trust period instead of
having this privilege conferr ed at the outset. The Burke Ac t, as it-is
commonly known, also granted the Secretarx of the Interior the authori-
ty, at his discretion, to grant earlier citizenship to those Indians
Whom he deemed competent to manage their own/affairs.

Thereafter2,49qn June 2, 1924, the Congress passed the Indian Citizen-
ship Act,---1 also. known as the/Snyder Act, which declared *all non-
citizen Indians born within the-territorial limits of the United States"'
to be citizens.

Education policies during the Allothent Period Were designed to prepare-
Indian youth for speedy entry into the mainstream of American life as
'evidenced by the expansion of'Noff=reservation boarding schools, such as
Carlisle, where the currsiculumWas intended to eradicate Indian cultural
influences.by transporting Indian pupils far from their homei and all
reservations and surroundiung them. with white people.at the institutions
who taught them to be Christian farmers and homemakers-, as well_as other
"white* vocations.

'During this period legis).ation was also passed to limit, and later to
prohibit, the use of Federal funds to subsidize sectarian schools.
These schools thereafter diminished in number and influence, and grad-
ually Federal boarding schools became the 4ominant type of Indian
educational institution. Compulsory education was*also imposed during
this period to extend literacy to all Indian chlidren, and the merit

. system Was introduced to improve the quality of the Indian *Bureau's
teaching personnel..

In 1901, Commissioner W.A. Jones called for a shift from the off-
reservation.boarding schools'to On-reservation boarding and day schools,
'Claiming that their programs were expasive and were not geared to the
realities of Indian life,. This attitude was also supported by the next
Commisisoner, Francis _,Je

zupp,

who campaigned to construct schools,.
5 u/
tort

*carry civilization to -Indians... (notL5t,/ndian to civiAzation.

246/ Id. 119.

2.12/ id. ,- -. --_/
,-

248/'34 Stat. 182.
249/ 43 Stat. 2531! x. . N
250/ Indian Task Force Report" supra pote 226, at 46. -

, 1 .. .. ......
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'To plant' our schools among the Indians,' he declared,
'means to bring the older ,members of the race within the
sphere off influende of which every school is the center.
This certainly must be qt,basii of any practical effort to
uplift a whole'people.'---=

Commissioner Leupp opposed'the artificiality of the boaiding schools and_,
fawored0the community day school,,which he anticipated would in time
become, ordinary public schools serving Indian and white puPils'alike.

/ .

The next major change in educational policies came in' 1910 when there
was a shift in emphasis to public education. Contrasts were made with
local educational agencies for the public education of Indians. The
Bureau of /Indian Affairs (BIA} 'also-mandated the adoption of public

' school ,curriculum in the government schools. By 1912, the number of
Indian children in public schools was larger than id government schools.

Futther encouragement to place Indian children in public schools came-
pith" the 1924 act declaring all Indians to be citizens. States were
urged to treatC2hdians -equally with other citizens and to encourage..
Indian people to accept th'e'same duties and responsibilities as other
citizens, including public education for their children.

The same year the *Committee of One Hundred*252/ issued its report on
:Indian affairs. The report devoted_ special attention to education and
recommended increased Federal appropriations to Meet the need for morer competent personnel, better school facilities, increased enrollment of
Indians in public schools,and scholarships for high school and college

yr education. The BIA's response to the report was minimal; they increased
A the enrollment of Indian pupils in public schools and revised the

curriculum in their schools to parallel that which was offered,by public
schools.

The Problems of Indian Administration* (The Meriam Report), issued in
1928, pointed out the shocking conditions in the boarding schools and
called for their closure. It recommended that Indian children be taught
in ,the home environment of community day schools. The report also
supported Indian cultural diversity and advocated the use of education
as a tool to reinforce this In response to the report, the BIA exten-
sively revised its educational programs to include Indian cultural
traditions in the basic curriculum, organized a community school system
on the reservations, and increased Federal-State education contracts for
Indian children attending public schools. Efforts were also made to
afford qualified Indians the opportunity to attend college if they
desired to continue their education.,

a-nete-2E( Fischbacher, sup\ 2 29, at 149-150.
25 2/ The *Committee of One Hundred* consisted of approximately one

hundred public spirited citizens who weresappoihted by the Secre-
tary of Interior in 1923 to review and recommend improvements in
the field of Indian Service.

J
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In 129; a year 'after the Meriam4Report was published, ational
Advi ry Committee on'Education was organized by the Secretar of the
Interior to advise President Hoover on the extent and'kind of Federal
involvement in education: In 1931 the Commission issued its report,
"Federal Relations to Education," which ,.contained several recommenda-
tions regarding Indian education:

1) provision of adequate facilities' to attain the objec-
tives of the educational policy already-adopted by the
Bureau of Indian Affairs;

2) utilization of public school facilities wherever practi-
cable, maintaining of high. standards. and proviiion of
special Indian schools of improved type where necessary;

3) provision of schools of posi:-secondary grades for Indian
youth of superior ability;

4) provision for .a spore extensive' program of in-service
training for Indian Aervice personnel; and

5) maintenance of a oser liaison between the Bureau of
Indian Affairs and oth r Federal agencies concerned with
the education, healthb3/ea ,welfare of Indians- - notably, the
Offiqp of Education.

.

As a result of these'recommenda ions, a Fedval program was developed
which was designed to relate 0 tructlIn to the practical needs and
interests of Indian children in o der bo develop their independence and
initiative fn lieu of the erStwh le program whose p0.mary aid was to
acculturate the Indian,to the prev fling white civilization.

The Indian!Culturai renascence of the next two decades, knlown as the
Reorganization Period (1934-1953), had' a profound influence on Indian
education; curriculum was revised to emphas4ze Indian values and text-
books were oriented to the Indian-and no longer to the white man and his
standards and. values.

The aliening of this period was marked by the paste, of two laws, both
in 1934. The firs was the JohnsonrO'Malldy which facilitated
closer Federal-State cooperation in_the

2edbbucation
of Indians, and the

/
Second was the Indian Reorganization Act, -r also knoiin as the Whdeler-
Howard Act, which reversed the '7Dawes Act of 1887 and provided loans
to Indians to enable them to attend college or vocational and tr 'ade
schools.

is
The Johnson- GJMalley Act authorized the Secretary of Interior to make
contracts' with 'state agencies for the education, medical attention,
agricultural assistance, and social welfare, including relief of

312/ Fischbacher, supra note 229, at 162.
254/ 48 Stat. 596.
255/ 48 Stat. 984.

Y.
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distress, of Indians and to permit State agencies to use schoolbuild-
ings, hospitals, and other facilities, equipment, and property owned by
the Federal Government. This law formalized a pattern of.Federal-State
activity in Indian education which continues today.

Just two months after approving the Johnson- O'Malley Act, the_ same
Congress passed the Wheeler-Howard Adt (the Indian Reorganization Act)
whose principal purposes were to stop the alienation of Indian lands, to
acquire land for landless Indians, to stabilize tribal organization, and
to establish a policy bf government support for undergraddate and
graduate education for Indians. The educational loans provisions
extended Federal assistance to Indians who wished to attend tion4govern-
mental vocational, trade, and high schools as well as Colleges and
universities. D

r-
,1

During the Reorganization Period, the educational work of the Bureau of
Indian Affairs, was conducted through five types of schools:

.

o. 1) public schools,::which-the Federal Government aided with
tuition or other funds;

2) day schools, which were operated= as community centers
(on the reservations);

3) reservation boarding schovis, which were primarily
secondary and vocational institutions;

4) non-reservation boarding schools, which were essentially
vocational in natUre4.."%k; and

'5) contract schools, some of which were sectartzan
/
and some

Dasecular, some private and some State-supported.--

This period of support'for Indian tribes, their edgcation, their culture
and their economics ended 'after World War II under the belief that
Indians were prepared for equal. participation in AMerican. life. In
19,49', the Hoover Task Force on Reorganizing the Executive Branch recom-
mended that the *Federal Government relinquish its responsibility over
Indians to the States." This recommendation led to the Federifl policy
of termination which was formalized-by the Congress in 1953 ih House
Concurrent Resolution 108. The resolUtion's stated purpose was to free
the Indians from federal control and supervision, to end their status as
Federal wards, and. to make' them dubfedt-to the same laws and to be
entitled to the same privileges as other citizens which, in turn, would
affedt Indian education by shifting the'responsibility for education
frog to Federal Government to the States.'

House COncurrent Resolution 108 also represented a direOtive to the
Secretary of Interior to suggest legislation designed to end the Federal
Government's special relationship with the Diclien tribes. Accordingly,
during the second session of the Eighty-thir155ongress, ten termination
bills were introducedi'and six were approved.---i

256/ Fischbacher, supra note 229, at 174.
2227/68 Stat. 2501 718, 768, 868, 1099.
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Within three years of passage of House Concurrent Resolution 198, the
Federal Government had initia d withdrawal proctaures designed -to '
terminate its trusteeship or wardship relation nine separate Indian
tribes. By 1961, according to a report by he Commission on Rights,
'Liberties and Responsibilities of the Ameri . Indian, eleven basic
teetination laws hadabeen passed to implement the resolution.

The termination policy enunciated by House Concurrent Resolution 108 and
the ensuing legislation "created state of psychological shock' to
Indians across the country, because to them it implied the renunciation
of all Federal Indian treaties and the consequent responsibility by
Indians to psaxes, although they had bartered their lands for tax-
free status."--x Feeling abdndoned=by the Federal Governmenkand unable
to fend fosfthemselves, many Indians anaLtribes said their land (their
,orhy asset in order to support themselves and their families. As a
result many Indians were left homeless and destitute. <

However, paradoxically, as a result of the Federal policy of termina-
tion, the BIA*initiated swetai programs designed to bbOdge the cultural
gap -that sp1.11 separated Ind'ians from full assimilation into the main-
stream of American life, While withdrawing from special activity o
behalf of two-thirds of the Indian chi,Wren who were sufficien
acculturated to profit,,from.public school education, the BIA'beo
involved more aggreiSively in the 'sgmcial education of the retaining,
one- third. and their 'parents. The linguistic jkoblem.was bei' et-by
means of special Primary' classes for the youngest pupils, by ndacy
langudge programs and the use "of language laboratories for more:
adkfanced*students, and by basic education programs for adul The
geographic problem of Indian children in isolated areas was bel met by-
the use of trailer and,hogen schools, as well as by the prov siori-of
boarding hools,.on and off the reservations, arc dormitories near
public schools. The economic problem :was being met-in a variety of
ways, notably by- -work- training programs for high school students,
scholarship provisions for co
programs offered to adult In
AK-

stude ts, and vocational training

The climate of the country in, this period may well have affected the
treatment of Indiand under Public4,aw 874, which was enacted in 1950 to.
provide financial assistance to local educational agencies in areas
affected by Federal activities. For, whileit is true that the Johnson_,
O'Malley Act provides some educational suppoit for Indian children, it
was not adegOte. It is ironic that'the students who were suffering th'A
most from an inadequate ed54on, and from being federally-oonnect*,
were specifically excluded 'from this legislation, and its- subsequent
amen6lents, for nearly eight years. While real property held in trust
by the United States for Indians was included =in the definition of
Federal property under the picto..,,the definitionof.the child who-cquld be
served, specifically excluded ANY Indian child eligib1,0 for educational
vices-lhder a capital grant by the United States or under the super-7

258/ Fischbacher, supra note 229, at 192.
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vision of or pant to a contract or arrangement with the Bureau of -*
Indian Affairs.4f

--,2

r
On August 8, 1953, the Congress passid Public Law 83-248 Which amended
Public Law 874 by'pdllinig'a section 10' to the Act-. This section author-
ized the governor ofa State to elect to receive payments for,Indian
children under section '3(a) Of the ,Act, provided that neither of the
children's parents were regularly employed On non-Federal property. A
definition Of "Indian" waa included which required one-fourth degree or
more of Indian blood. However, this election meant that a State would
receive either Johnson-O'Malley payments or 874 payments but not both.
The rationale behind the-limited inclusion of Indian children under sec-
tiontion 3(a) was that the local educational agency would receive no taxes
from those

6u7
_parents who were employed on the reservation or on Federal

propertye--- Although this alternative eliminated a potentially
criminatory feature in the. original legiilation by° allowing Indian
children to be treated consistently with children of, other- Federal
employees, no real change or substantially increased benefit was real-

. ized for Indian students by the amendment. In fact,.Commissioner Glen
o L. Emmo reported in 1954 that "when-the fifteen States receiving

Federal id under the Johnson-O'Malley Act were given the alternative of
applying for this assistance under Public Law. 87161(as amended) all
elected to remain under the former contract statusi."----1

Thereafter, section 10 was amended 'in 1955 (Public Law 84-832) and in
1956 (Public Law 84-949) to extend its provisions and was subsequently
repealed by section 206 of Public Law 8 20 in 1958.

With the passage of Public Law 85-620 he definition of "child" under
theImpact Aid law was amended so that Indian children were considered
to be eligible children whose parents lived or worked on Federal proper-
ty. Not only did the Act authorize full acceptance of Indian children
as eligie recipients of 874 funding, but it also permitted al
educational agencies to receive supplementary assistance under
Johns 'Malley Act for special services.

w- El. rating on this shift in policy, House Report No. 1532 states:

H.R. 11378 makes a significant' change in the treatment of
school districts educating Indian children, by enabling
them to accept payments under Public Law 874 without
forfeiting the right to obtain payments under the Johnson-
O'Malley Act for special services and for 'meeting Zdu-
cational problems under extraordinary 'or exceptional
circumstankes. Under present law, the Governor of each
State must make a determination, in advance, wheth Nell

259/ E. Rep. No. 2287, 81st Cong., 2d Sess. 25 (1950).
268/ S. Rep. No. 714, 83d Cong., 1st Sess. 5-6, 10, 20 (1953).
261/ Fischbacher, supra note 229, at 197.



schools in a particular State shall seek assistari through
Public Law 874 or the Johnson70'MalleyAct. H.R. 1378, in
Mending Public Law 874 in this connectivp pre ents any
duplicate payments foe the same services.---/

Thus, local educational agencies were able to receive Federal assistance
under both the Impact Aid Adt and ,the Johnson-O'Malley Act based ulton
the residence of Indian children on tax-exempt land. Impact Aid funding-
wae to cover maintenance and operational costs for educational services
and Johnson-O'Malley funding supplemented the former by covering the
costs for special services..

\

Another important change instituted by Public Law 85-620 concerned the
provision in- section 2 o. the Impact Aid law which stated that "other
Federal payments* must-be deducted from the total amount a local educa=\
tional agency receives under the Act. The amendmehtOXOtided that
payments under the Johnson - O'Malley ,Act did not 'constitute\''other

. Federal. payments* for this purpose.

In addition, since Iildian childrih were -now included-in basic\874
funding,* Public Law 85420-amended the Act to exclude Indian children
from the definition of Federal property for the purposes of sectionA6.

In the 1960's increased emphasis on self-determination brought attenti
to the need for widespread reform in Indian education. In 1968, unde
the, leadership of Senator Edward Kennedy, the Special Subcommittee
Indian Education issued its report entitled,' *Indian Education: 1N
National Tragedy, A National Challenge.* . As a result of the Kennedy,
report, the Congress passed title 'IV bf the Education Amendments of\
1972, which is known as the Indian Tducation Act (Public Law 93-218).
Section 411 of Public Law 92-318 amends Public Law 874 by redesignat-
ing the existing title III as title IV and by adding a new *Title /II --
Financial Assistance to Local Educational Agencies for the Education of
Indian Children,* commonly known as titlep, part Ae The program was
designed to award grants to local educational agencies to meet the
special educational needs of Indian children.

As was the intent of the Congress, the passage of title IV marks a major
change'in the Federal policy toward the education of Indian children
Senate Report No. 92-346 Of'August 3, 1971, states in part:'

The- public school education received by Indian students has
been subsidized to Tome extent -by the Federal Government
since the 1890's. The purpose of the legislation appeared
to be bsofold. First, it gave legislative authority.to the
policy of integrating Indians into the white culture, thus
establishing the goal of assimilation with the publi.o,
schools as the vehicle for attaining that goal. Second, it
established the precedent of.providing subsidies to .public'
schools in order to encourage them to assume the responsi-
bility for Indian education.

262/ H. Rep. No. 1532, 85th Cong:, 2d Sess. 3 (1958).
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...the Indian Education "Subcommittee in 1969. found Indian
education to be a'national'tragedy. Some 'of Its general,
findings include the &Mowing:

Dropout rates are twice the national average, In both
public' and Federal schools: Some school districts have
dropout rates approaching -100 percent;

Achievement levels & Indian children are 2 to 3 years
below those,of white students; and the Indian child falls
progressively further behind the longer he stays in
school; ,

40ne-fourth of elementary and secondary school teachers--
by their own admisbion--would prefer not to teach, 'Indian
children-4a

;Indian children, more than any other minority group,
believe themOelves to kle beld4 average" in intelligpnce,-----'
even though evidence is contrary to this belief.

While Ibcal school districts themselves must share part of
esponsibility, VheIndian Education'Subcomittee

ncludedthat the Federal Government had failed to live up
o its` responsibilities in 'providing funds and leadership
or assisting public' school districts to better understand

meet the special needs of Indian students.

We have concluded that our national policies for educating
American ,Indians are a failure of major proportions. They
have not offered Indian children--either 49 years past or
today--an edu6ational opportunity anywherse/ near equal to
that offered the great bulk of American children. tap
generations of lawmakers and administrators have failed the
American Indian.

.

Thus, the policy underlining the title IV progkam marks a substantial
break with the past pattern of assimilation and paternalism, and the
supposedly humanitarian aims of turning Indians into "productive and
civilized" American citizens. _Instead, the law established, for the
prat time, the principle of Indian control over Indianreducation. The
definition of Indian was broadened from the requirement of One-quarter
blood under the Bureau of Indian Affairs programs to that of eligibility
by descent to the second generation. This means that any student- who
has at least one, grandparent who is a tribal member would be considered
to be Indian under the title TV program.; Of special import is the
program's principle of community control over the education provided to
Indians, as in Ehe public schools through\ Parent Committees with an
active advocacyz_ voice anelauthority. over he program's grant award.
Alternative IndTan schools run bylndians forIndian children could also
be funded through the program. i !-4
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In addition to the grant awards, the Act has some other ,significant
provisions. The Act provides for the establishment of a bureau-level
Office of Indian Education headed by an Indian as the Deputy Commission-
er. The Office would administer the provisions of the,title IV prograM.
The Act also creates'a National Advisory Council on Indian Education
consisting of )5 Indian' members .appointed bx the President. The Coun-
cil's responsibilities would include reviewing and evaluating all
Federal programs affecting Indiad education, advising the Commissioner
of Education, and providing technical assistance to `local educational

*agencies and Indian organizations. A provision ks also included in the
Act which requires an assurance that Indian children will participate on
an equitable basis in the schodl program of the local' educational
agency.

The .Education Amendments.of 1974, Public Law 93-380,' amended section
4 3(a) of the Impact Aid lag; by inserting a provision which stakes that
Indiads are to bc'counted as military *A* children. As a result of this
provision many local educational agencies became *heavily-impacted,'
meaning that the schools had an enrollment of 20 percent or more feder-
ally-connected *A> children. In fact, during fiscal year 1979, approxi-
mately 70 perceft of all heavily-laypted school districts were so
designated due to Indian enrollments.---1

The Education Amendments,of 1978, Public Law 95-561, amended Public Law
874 by creating title XI--Indian Education, Which is the product of the
Advisory -Study Group on Indian Education of the House Committee on
Education and Labor., This special group was esta shed by the Commit-
tee at the beginning of the 95th Congress to c duct research into, and
propose needed legislation pertaining to, the field of Indian education.
According VD House Report No. 95-1137:

The Advisory Study Group determined that the fol./owing

problems, documented by hearings and on-site inspections,
require immediate remedial legislation: (1) the lack of
Indian involvement and participating .in both public and
Bureau school programs; (2) the need for increased dollars
to meet the higher cost of supplying basic education
programs for Indian children; (3) the lack of adequate
funding to meet the special needs of Indian students, both
educational and cultural, preferably through the Indian
Education Act of 1972; and (4) the lack of Congressional
direction for i coordinated educational system within the
Bureau of Indian Affairs.... Additionally, the Committee
has found reluctance on the part of some key Bureau employ-
ees to solicit and encourage input by Indian tribes,

3E( According to the1ivision of School
ed Areas, Department of Education,
were 303 heavily-impacted school
which approximately 7d percent, or
3(a)(2)-special education students.

Assistance in Federally Affect-
during fiscal year 1979 there
districts in the country, of
218, served Indian 3(a)(2) and
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Title XI, part A, made two major changes in the mpact Aid law. First,
under the newly created subparagraph 3'(n)(2)-(D),_ the entitlement' of an
Indian :IA child would be increased to 125 percent of the ordinary
entitlement. Second, tinder the provisions of the newly created subpara-
graph 3(d)(2)(C4r, the ,local educationaiagencies redeiving these pay-
Ment's,must establish policies and proceddFes to insure the participation
of Indian parents and tribes in the education process. A complaint
procedure was also established which Would give any tribe, or its
designee (which has students in attendance at & school Of a local
educational agendy) the right to file a complaint against the local
educational agency if the ,tribe_feels the lagency has not fulfilled its
obligation to insure participation in the education process. Impact Aid
funds can be withheld from the local eddcational agency until this
complaint is resolved.

7 G AO A 1 . A r -

Parents of children served by a local educational agency must file
grievances through the tribe or its'designee. According to the amend-
ment,the policies ind procedures must insure that (1) Indian children
claimed under section 3(a) of the Impact Aid law will participate on an
equal basis in all'school programs with all Other children educated by
the local educational agency; (2) tribes and parents of Indian children
claimed under section 3(a) have='been consulted and involved in the
planning, development, and operation of programs assisted by Impact Aid
funds; (3) tribes and parents of Indian children claimed under section
3(a) are afforded an opportunity to present the.r views with respect to
the application, incluging the opportunity Co make recommendations
concerning-the needs of_their childred and the method tote used to meet
those needs; (4) that'program plant and eviluatiOns have been adequately
disseminated to the tribes and.'the parents of'the Indian children; and
(5) that the tribes and parents are afforded ageneral opportunity to
present their overall views on the education program and the degree of
parental participation allowed..

The complaint procecute was amended in 1979 by Public Lay 96?-46. This
ft -

amendment states that the.tribestiall have the discretion in choosing
complaints to file and that if students are withdrawn from the local
educational agency under the complaint procedgre,\ those children who
choose to remain in the school of the.local educational agency against
whom the complaint is being 1,0610, can_ continue to \be funded,. however,
no future complaints may be.filed on their behalf.

.3sy H. Rep. No. 95-1137, 95th Cong., 2d Sess. 112 - 113' (4,978).



Consequently, not only has the Congress provided specifically for the
equal educatiohal opportunity for

t
Indian children, for pafental involve-

ment, and for Indian control over Indian education, b t its has also
formally proclaimed that the amendment is based on the trust status of
the Indian tribes with the Untied States and thai, the implementation of
the-rights pet forth in title XI is clearly a part of Federal policy
regarding the education of Indian children. Thus, these legislative
changes and policy statements can be viewed as as renewed' recognition
that the Feder.al*Government has an obligation to maintain and restore
Indian'culturej as opposed to its Agrmer termination and assimiilation
policies, and Oai,given the Departmea of Education clear' and definite
responsibilities regarding Indian trust lands and the provision of flinds
for Indian education while Tecognizing Indian treaty obligations and the
concept of Indian control over Indian education.

Commenting on the Education Amendments of 1978 in his testimony before
the Commission on the Review of the Federal Impact Aid Program on May
29, 1980, Joseph t. Dupris, Executive Director of the Coalition of
Indian Controlled School Board, stated:

The newest, and paradoxically, the oldest, participant in
Indian education is the tribal community. It is clear that
. the return :of. control og 1.dian-educationo the Indians is
an overriding The *mariner in which this is
carried out should be decided by, the tribal governments so
that tithes may insure their continued control.

He further elaborated:

Federal Indian education programs should be directed
toward giving Indian communities a direct legal voice in
the operation of their own schools. We feel it is only
through this legitimizing force of the Federal Government
that a voice is guaranteed for the Indian parents and
community in the education of Indian children.

The central philosophy of the Coalition is that control of
one's own educational system is .vital to the development
and survival of American Indians.

It is within this context that the Commission is recommending that there
be a special policy in the Impact Aid Program regarding the education of
Indian children. This policy is a reflection of the unique relationship
between the United States and the Indian people and the obligations of
the United. States under the treaties with Indian tribes.i, That policy
ought not be either in favor of, or opposed to, assimilation--for deci-
sion0 respecting assimilation should be made by the Indian people. That

(
policy ought, however,, favor enabling the Indian people to perpetuate

. their existence as a national heritage-,-a heritage which, if exhausted,
can never be renewed.

41
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ATTACHMENT I

CHRONOLOGICAL` LIST OF TREATIES MADE BETWEEN INDIAN TRIBES AND THE
UNITED STATES GOVERNMENT CONTAINING EDUCATIONAL PROVISIONS

DATE TREATY WITH THE / STATUTE ARTICLE

Oneida, et al. 7 Stat. 47 3
Dec. 2, 1794
Aug. 13, 1803 Kaskaskia Tribe ' 7 Stat. 78 A 3
Aug. 18, 1804 Delaware Tribe 7 Stat. 81 ---N2
_Oct". 18, 1820 Choctaw Nation 7 Stat. 210 7,8
Aug. 29, 1821' Ottawa, et al. 7 Stat. 218 . 4
Sept. 18, 1823 The Florida Tribes of Indians 7 Stat. 224 6
Jan. '20, 1825 Choctaw Nation 7 Stat. 234 2
Feb. 12, 1825 Creek Nation 7 Stat.'237 7
June 2, 1825 Great & Little Osage Tribes 7 Stat. 240 6
June 3, 1825 Kansas Nation 7 Stat. 244 4,5 '

Aug. 5, 1826 Chippewa Tribe 7 Stat. 290 6
'Oct. 16, 1826 Potawatomi Tribe 7 Stat. 295

, 3
Oct. 23, -1826 ...Miami Tribe 7 Stat. 300 6
Aug. 11,.1827 Chippewa, et al-. 7 Stat. 303 5
Nov. 15, 1827 Creek Nation 7 Stat. 307 .....

May 6, 1828- Cherokee Nation '7 Stat. 311 5
Sept. 20, 1828 PotawAtomi Tribe 7 Stat. 317 2
Sept. 24, 1829 Delaw4re Nation 7 Stat. 327
July 15, 1830 Confederated Tribes of Sacs, et al. 7 Stat. 328 5
Sept. 27, 1830 Choctaw Nation 7 Stat. 333 20
Feb. 8, 1831 Menomonee Tribe 7-Stat. 342 ..' 4,5
Mar. 24, 1832 Creek Tribe 7 Stat. 366 13
May 9, 1.832 Seminole- Indians 7 Stat. 368 4
Set. 13, 1832 Winnebao Nation 7 Stat. 370 4
Oct. 24, 1832 Kickapoo Tribe 7 Stat. 391 7
Oct. 27, 1832 Pdtawatomis of Indiana & Michigan 7 Stat. 399 1 4
Feb. 14, 1833 Creek Nation 7 Stat. 417 5
May 13, 1833 Napew Indians 7 Stat. 424 3
Sept. 21, 1833 United Bands of Otoes & Missourias 7 Stat. 429 1

Oct. 9, 1833 Your Confederated Bands of PaWnees 7 Stat. 448 1

May 24, 1834 Chickasaw' Nation 7 Stat. 450 1 2*
Dec. 29, 1835 Cherokee Tribe 7 Stat.'478 10,11
Mar. 28, 1836 Ottawa, et'al.

1 7 Stat 491 4*
Sept. 17, 1836 .Ioway Tribe, et al.` 7 Stat. 511 3
Oct. 15, 1836 Otoes, et al. 7 Stat. 524 1 3
Oct. 21, 1837 Sacs 4 Foxes of Misscurl. 7 Stat. 543 2
Oct. 19, 1838 Ioway Tribe 7 Stat. 568 2
Mar. 17, 1842 Wyandot Nation 11 Stat. 581
Oct. 4, 1842 Chippewa of the Mississippi 7 Stat. 591 4

* Supplemental Artfais.
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'DATE TREATY WITH THE STAILJTB 'ARTICLE
Oct. 11, 1842 7 Stat. 596 2Sac, et al.
Jan. 4, 1845 Creek, et al. 9 Stat. 821 4,6
Jan. 14, 1846 Kansas Tribe 9 Stat. 842 '2

May 15, 1446 Comanche, et al. 9 Stat. 844 13
June 5,17, 1846 Chippewas, et al. 9 Stat. 853 8
Oct. 13, 1846 Winnebago Tripe 9 Stat. 478 4

2, 1814700r. Chippewa of the Mississippi ' 9 Stat. 904 3
Jug.

t. 18, Menomonee Tribe 1 9 Stat. 952 4,5
Apr. 1, 1850 Wyandot Tribe 9 Stat. 987 ---
July 23, 1851 Sisseton & Wahpeton Bands of-Sioui 1 10 Stat. 949 4
Aug. 5, 1851 Mendewakanton & Wahpahoota Bands

of Sioux --1-,

10 Stat. 954w 4

15, 1854 Otoe, et al. 10 Stat. 1038 4
`Mar.

Mar. 16, 1854 Omaha Tribe 4 10 Stat. 1043 4,13
May 6, 1854 Delaware Tribe 10 Stat. 1048 5,7
May 10, 1854 United Tribe of Shawnee Indians 10 Stat. 1053 3,6
May 12 1854 Menomonee Tribe 10 Stat. 1064
May 17, 1854 Ioway Tribe

I
1 10 Stat. 1069

May 18, 1854 Kickapoo Tribe 10 Stat. 1078 2
May 30, 1854 United Tribes of Kaskaskia, et al. 1 10 Stat. 1082 7
June 5, 1854 Miami Tribe 10 Stat. 1093 3,4,12,131
Sept. 30, 1854 Chippewa of Lake Superior i) 10 Stat. 1109 4
Nov. 15, 1854 Rogue River Tribe 10 Stat. 1119 2
Nov. 18, 1854 Quilsieton & Nahel a Bands of

Chasta, et al. 5

10 Stat. 1122 5

Nov. 29, 1854 Umpqua, et al. -I-10 Stat. 1125 3,6
Dec. 26, 1854 ' Nisqmally, et al. 10 Stat. 1132 10
Jan. 22, 1855 Dwamish, et al. 12 Stat. 927 3,14

Willamette Bands ...._ .. 10 Stat. 1143 2,3
Jan. 26, 1855 S'Klallams, et al. ._ 12 Stat. 933 11
Jan. 31, 1855 Makah Tribe a

1 12 Stat. 939 11
.

Feb. 22, 1855 Mississippi, et al. Bands of
Chippewa

10 Stat. 1165 3,4

June19, 1855 Yakama, et al. , 12 Stat. 951 5
fund '9,, 1855 Walla 14'alla, et al. 12 Stat. 945 2,4
June \11\, 1855 Nez Pierce Tribe 12 Stat. 95/ 5
June t2;,18155 Choctaw, et al. 11 Stat. 611 13
June 25, 1855' Tribes Of Middle Oregon 12 Stat 963 2,4
July 1, -1855 Quinaielt, et al. 12 Stat. 971 1 10
July 16, 1855 Confederated Tribe of Flathead,

et al. - _ _
12 Stat. 975 5

July 31, 3855. Ottawa, et al. ----,11 Stat. 621 1,2
Aug. 2, 1855 Chippewa Tribe of Sault St. Marie- 11 Stat. 631 2
Oct. 17, 1855 Blackfoot, at al. '11 Stat. 657 10
Dec. 21, 1855 Molallalas Tribe -12 Stat. 981 2
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DATE TREATY WITH THE STAluit 1 ARTICLE
Feb. 5, 1856 Stockbridge, et*al. 11-Stat. 663 f 4,7,8
Aug. 7, 1856 Creek, et al. 11,Stat4 699 r '5,7,8
Sept.,24, 1857 Four Confederate of Pawnees 11 stat. 729

I 3
Mar. 12,'1858 Ponca Tribe 12 Stat. 997 2
Apr. 19, 1858 Yancton Tribe of Sioux 11 Stat. 743

1 4
June 19, 1858 Mendawakanton & Wahpahoota sands
.

of Sioux --.. -
.

12 Stit. 1031.1 5

1July 16, 1859 Swan-Creek & Black River Bands of
Chippewa, et al.

2 Stat. 1105 1,3

Feb. 18, 1861 !Arapahoe, et al. 112 Stat. 1163 1 2
Mar. 6, 1861 ,Sac, et al. , 12 Stat. 1171 I 5,6 .

June 24, 1862 Ottawa of Blanchard's Fork, et al. 12 Stat.w1237 i ,6
June 28, 1862-1Kidkapco Nation

. 13 Stat. 623 3
Mar. 11, 1863 MissimiPpi, et, l. Bands of

Chippewa
12 Stat. 2149 1 13

4
June 9, 1863 INez Pierce Tribe

/ 14 Stat.,647 1 4,5
Oct. 2, 1163 Red Lake, et al. Bands of Chippewa 13 Stat. 667 1 3
May 7, 1864

4
Mississippi, et al. Bands of 1

Chippewa
13 Stat. 693 j 9,13

-

OCt. 14, 1864 Klamath, et al. 16 Stat. 707 I 4,5
Oct. 1$, 1864 Saginaw, et al. Bands of Chippewa 14 Stat. 657 I 4
Mar. 8, 1865 Winnebago Tribe 14 Stat. 671 I 4
Aug. 12, 1865 Woll,pahpe Tribe of Snake Indiads 14 Stat. 683 ) 7,8
Sept. 29, 1865 Great S Little Osage Tribes 114 Stat. 687 I 2,8
Oct. 14, 1865 Brule Band of Sioux . 14 Stat. 699 I

Mai. 21-, 1866
,Lower

Seminole Tribe 14 Stat. 755 I 3
Apr. 7, 1866 Bois Fort Band of Chippewa 14 Stat. 765 I 3
Apr. 28, 1866 !Choctaw, et al. 14 Stat. .769 1 9,21,46
June 14, 1866 Creek Nation - 14 Stat. 785 j 12,13
Feb. 18, 18'67. Sac, et al. . 15 Stat. 495 1 '9
Feb. 19, 1867 Sisseton & Wahpeton Bands of.Sioux 15 Stat. 505 1 6,7
Feb; 23, 1867 (Senecas, et al.

1 1
15 Stat. 513 1 10 19 244

.Mar. 19, 1867 4
Mississippi Band of Chippewas 16-Stat. 719 1 3 .

_Oct. 21, 1867 4 Kiowa, et al. -N. 'a, 15 Stat. 581 I 4,7,14
Kiowa, et al. 15 Stat. 589

x
2

Oct. 28, 1867 Cheyenne, et al. 15 Stat. 593 i 4,7,13
Mar. 2, 1868 Ute Tribe Stat. 619 ''4,8,10,15

ItStat.Apr. 29, 1868 Sioux Nation, et al. 635
f

7,9,13
May 7, 1868 Crow Tribe 15 Stat. 649 3,7,10
May 10, 1868 ('Northern Cheyenne, et al. 15 Stat. 655 1 4,7
June 1, 1868 Navajo Nation . 15 Stat, 667.4 3,6
July 3, 1868 Eastern Band of Shoshone, et al. 15 Stat. 673 I 3,7,10
Aug. 13, 1861 Nez Pierce Tribe 15 Stat..693 1 3

Source: The Institute for the DevelOpmer!t of Indian Law, "A.Cbronolgi-
cal List of Treaties and Agreements Made by Indian Tribes with
the United States" (1973).

I
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Heavily Impacted School Districts
3

,The hearings indiCate that as many'as 500*local educational agencies are
so dependent upon Impact Aid payments that a major reduction in those
payments would result in the closure of their schools or, if not clo-
sure, serious reductions of their'level of operation.

.4

In the case of heavily impacted school districts with high concentra-
tions of federally-connected children, the special educational needs of
such children require special consideration.

The majority of studbnts enrolled in heavily impacted school districts
are associated with military installations, with a large number of mar-
ried personnel, with both elementary and secondary school-age children.-
The heavily impacted school districts have a disproportionately high
number of students whose parents are highly mobile or first tour person-
nel. Since there is,a concentration of military children enrolled in
heavily impacted schools, the problems associated with a fluctuating
enrollment are compounded.

A heavily impacted school has to have a flexible curriculum and must be
better staffed than other local educational agencies in order to vivito-et-
ly serve the transient' population on a yearly. basis. -This kind of
flexibility and staffing to accomodate and educate military dependent
students places a financial burden on the local educational agendy. Few
would contend that the local community should,bear:the Federal Govern-f
ment's share Of the obligation and the cost to educate these children,,

in attendance at the schools of heavily impacted local educational-
agencies. .. ,

if.
u .

If heavily impacted local educational agencies are fOrced to close, the
federally-connected children in attendance there are deprived' oct free
public education, unless the Federal Government operates its own pools
for them. In-addition, non;ederally-cophected children attending those
schools are equally deprived of a free public education if they close.
For this reason, it can be contended that otherwise nonlederap-y-
connected children attending heavily impacted schools are federally-
aff4cted and, therefore, should be considered the subject oesome Federal
oblostation.

. -.

There are two types of local educational agencies which have heavily
impacted school districts: (1) those having a high percentage of fed-
erally-connected children in attendance at their schools, and (2)'*those
having school districts in which the Federal Government exempts a
substantial portion of the real, property frdM local taxation.

Both of these types of local,educatipnal agencies need special consider-
ation in the law. Existing law regarding local educational agencies

-with hrg-fi percentages of federally- connected' children is Clearly
inadequate to'meet their needs. Existing law covering the latter
situation was part of the original law and has not been substantially
modified. since.

. 6

The Commission has examined the need for special provisione for heavily
impacted school distribts. \
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Local Educational Agencies Having School Districts in'Which the Federal
Government Exempts a Substantial Portion of Real Property from Taxation.
Whereas sectio 3 of the law compensates local educational agencies for
the cost of educating children associated with Federal lands, and sectioh
4 was intended to compensate local educational agencies for the costs
associated with rapidly increasing enrollments ceased by Federal activi-
ties, section 2 compensates local educational agencies for the mere
presence of FedAal property within the boundaries of-their sot:fool
districts.

Section 2(a) of Public Law 874 presently pro des:

Where the Commissioner...aetermines... any fiscI,year...

I

-(1) that the United States owns Fed
school district of such local educatio
such property (A) has been acquired b
since 1938!..:an assessed value aggregat
more of the assessed-value ofp'all real pro
district (similarly determined'as of time

ral prop,rty in the
1 agency, and that
the Unitel-States
g 10 per cent or
rty in thchool
times wheg such

Federal property was acquired); and

(2) that such acquisition has placed
continuing burden on such agency; and

(3) that agency is ngt being substantially
the loss in revenue resulting frOm'such
'increases in revenue accruing to the agency
on of Federal activities...

substantial and

then the local educational agency shall be'ent
...such. amount as, in the judgment- of the

-esial. 'to the , continuing Federal retponsibilit
tiOnal fihanciar burden with respect to26F7r
placed. on such agency by such

e

compensated for
acquisition by
rom the carrying

tled to receive
issioner, is

for the addi-
nt expenditure

265 / The major amendments to section 2 of Public 874 occurred in
1953, 1958, 'and, 1968. Each of these amendm nts defined what .
payments, Federal or otherwise, may or may not deducted from the
amount of compensation a local educational age cyreceives under
section 2.

Public Law 83 -248 (August 8; 1953) 'restricted
%deducted from a local educational' agency's sect
to those which were madeopecifically ,for the
property within the local educational'agency.

Public Law. 854-620 (August 12, 1 -958) excluded p yments made under
the Johnson-O'Malley. Act from Federal payments :deducted from a
local educational agency's section 2 payment.

Public Law 90447 (January 2, 1968) femoved ntirely the re-
quirement that a local educ'ational, agency not be substantially
compensated for federally-acquired property thr ugh other Federal
payments. However, the amendment retained the requirement that the
local educational'agency's revenues not be increalsed as a result of
Federal activity on the federally-acquired property.

Federal payments
on 2 compensation
ederally-acquired

30-,
e

..



AF

t.
-3127

./4

Legislative history indicates that section 2,iS "directed toward the
situation in which the Federal; Government has imposed a sbstantial and
continuing burden on a local educational agency py acquirifig.a consider-
able portion of all real property in the school district,/thus-depriving

educational agency ofJa considerable portion of its tax'
//.

. -t'
/ '

Apparently, the Congress did n intend.to remedy'all Past bUrdens, but
to assist only those local educational agencies that suffer serious
curie5 losses of tax revenue because of activities related to World War
II..---This accounts for the limitation in section 2 to claims for
sCoperty acquired by the Feral GovermiWE since/1938. Legisl Eiv4
history reveals:

...that the major problems caused by Federal aoquisitiofn of
property occurred'where property has been acquired since
1938. The beginning of the defense program initiated large
Federal acquisitions of property whiCHPcontinued throughout
and since the war.. In general, localities have been able
to adjust themselves to acquisitions that occurred before
1939. Likewise, there has been no ,4ncreased financial
burden where the property at present ob4ned by the Federal
Government was acquired by exchafige'for otHer Federal
property in tHe same s%g91 district which the United
States owned before 1939.-1

The section 2 provision that a local'educational agency can make a claim
for payments under section 2 only if the Federal property owned consti-
tutes ten percent or Abre of the assesed value of all real property
(determined at the time of acquisition) in any school district of a
local educAtional agency was established because the Congress considered
that;

...where the-assessed value'cf the property removed from
the tax rolls amounted to less than 10 percent of the
assesed value of the real property in the school district,
the financial burden imposed by such removal %91ot suffi-
cientLy great Ap_warrant Federal assistance... ---.1

The, statute also provides that a local educational agency must bear a
-"subotantial and continuing" burden because of Federal acquisition of
land:IThe'Congress intended that_the Commissioner of Education make a

266/ B.R. Rep. No. 2287, 81st Cong., 2d Sess.-7 (1950).
267/ Opinion of the General Counsel, Education Division, Department of

Health, Education, and Welfare, "Interpretation of section 2(c) of
Pub. L. 81-874 (20 U.S.C. 237(c))* 2 (June 20, 1978) (hereinafter

citedtas Opinion of the Office of the General Counsel).
268/ H.R. Rep. No. 2287, 81st Cong t, 2d Sess.8 (1950).
269/ Id.

A

a
(
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A,
;determination that the,-burden -is "substantial ,continuing", and
provided guidance to the Commissioner for doing sor4.7:-.7(

In determining whether a particular acquisition has
placed a "substantial and continuing financial burden"
on 1the local educational agency concerned,..the Commissioner

of Education may consider various factors indicating the
actual current' effect of the property acquisition upon the
local agency in terms of its ability; with the sources of
revenue available to it, to meet its educational costs, and
the present impact of the acquisitions on its.costs and its
ability to operate. Thus, the Commissioner would compare
school enrollments for which the agency is currently re-
sponsible at the time of acquisition, and compare revenues
available immediately before and after the, acquisition.
Decreases in School enrollment, or decreases in school
costs, or increases in revenues or reliance on sources"
other than real-property revenues may singly or in combi-

;.1.., nation be taken into consideration in determining whenic
_the financial burden is "substantial and continuing".---1

.

Section 2 also requires that an agency cannot receive section 2 paymenti
if it is being substantially compensated, by other payments made with
respect 6 Federal property,"

(This], is intended to prevent what might otheryise amount
to double Federal payments for substantially the same
purpose. The activities carried on with respect to the
acquired property have resulted in, new or increased reve-
nues which substantially compensate the agpp for the loss
in revenue resulting from the acquisitione--1

4

Also written into section 2 is a polity of ne trality.mith regard for
the consolidation of school districts. Section (c) provides:

Where the school disqict of any local educational agency
shall have been for red, at any time after 1938 by the
consolidation of two or more former school districts, such
agency may elect (at the time it' files appidcation...) for
any fiscal year to have (1) the eligibility of such local
educational agency, and (2) the amount which such agency
shall be entitled to receive, determined under this section
only with respect to such of the former scho333districts as
the agency shall .designate in such election.---I

X270/ ,Implicit in this language,of course, is the notion that "burden'
can be. measured.

.271/ H.R. Rep. No. 2287, 81st Cong., 2d Sess. 8-9 (1950).
. -272/ Id': 9.

273/ Act of September 30, 1950, Pub.'t. No. 874, 81st Cong.,'2d Sess.,
S2(C) 2b u.g.c.A. 5237 (1974 &Supp. 2978) (original version at ch.

. 1124, 64 Stat. 1102 (1950)).

r
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The Congress was pursuing two policies in enacting section 2(c): (1) to

provide equity to local, educational agencies that\had Consolidated since
1938 from one:oc more former-sdhool districts which, but.forConsolida-
tion, would "have been entitled to assistance under section'2(a); and,
(2)- in the 2o7pinion of the Department, to promote consolidation of, school
districts: However, the legislative history, .which-appears, to con-

.

tradict the latter contention, is as follows:

The eligibility test in section 2, 'if applied to an entire
school district which has been formed since 1938 by conso-
lidation of two or more school districts, Wbuld,operate in
some instances to render the district ineligible for any
Federal payments even:though, hid.. the consolidation not
%taken- place, one or more' of the consolidated districts
consi8ered alone would operate inequitably as respects'

sihocil;aigtrice' reorganizations---which -stook place in the
past, but it also might tend to discourage desirable
school - district consolidations which might be contemplated
for the future. In harnonY with the committee's desire
Oat Federal payments under this bill insofar as possible
not influence matters of internal school policy such as

.school-district reorganization, special provision has been
made,in subsection (c) of section 2 under which, in the
case of any such consolidation, the schobl agency concerned
may elect to have its eligibility and amount of payment
determined with respect 6to whichever of the former school
distribts it selects, 'instead on the basis of the consoli-

z/D/
dated. school district as a whole. (emphasis addedI

The major amendments, to section 2 of Public Law 874 occurred in 1953,
19581 and .1968. Each of these amendments defined whdtaymentd* Federal
or otherwisio may or may not be deducted from the amour of compensation
a local educational agency receives under section 2.

The Administration of Section 2. Any local edUcational agency seeking
.compensation under section 2 is required to submit to the/Department
data whjeh is used to determine whether the local educational agency.
quali.kies under section 2 and, if so, the amount of compensation to
whih the local educational agency is entitled. The qualifications that
a local educational agency must meet are\outlined in the statute.
First, real property in the school district of the local educational
agency must have been acquired by the Federal Government since 4938, and
the property could not have been acquired'thrqugh an exchange ,of proper-
ty already heldlpy the Federal Government before 1938. econd, the
acquired property must have had an assessed valuation which w s equal to
at least ten percent of the as valuation'of all real p operty in

274/ Opinion of the Office of the General Counsel supra, note 2 7, at 3.

275/ H.R. Rep. No. 2287, 81st Cong., 2d Sess.401(1950).

e
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the school' district at the time of acquisition. This information is
submitted by the tax assessor for the school district on a standard
form. If the local educational agency is a first-time applicant under
section 2, its qualifying iormation is evaluated.

A-local educational agency.qualifies for section 2 payments if it meets
these two requirements. Once it does so, the amount of entitlement is
determined by multiplying the assessed valuation of the -section 2
property by the current tax rate in the school district. Data furnished
by the Idcal educational agency regarding the assessed valuation of the
Federal property should correspond to determinations made by the Depart-

, lrent. In addition to the assessed valuation data, a local educational
agenc'y must submit a narrative relating and special circumstances of the
Federal holding, budgetary restrictions, and property valuation that may
warrant special consideration. The narrative may assist in settling any
discrepancies between the information provided by a local educational
agency and that dompiled by the Separtment.

Section 2 payments are provided to a local educational agency as budget -
balancing funds. Therefore, a local educational agency can only receive
the amount of its section 2 entitlement needed to meet current expendi-
tures. After a local educational agency has received funds from all
other sources, including those under other sections of Public Law 874,
the local educational agency will,receive the portion of its section 2
entitlement that meets its budgetary deficiency. If there is no defi-
ciency, the local educational agency recieves no section 2 funds; in any
case, payment is limited to the amount of entitlement.

In determining the arniONt of payment, the Departient allows a local
,

educational agency a ten percent margin over its actual Avel of current
expenditures. This margin allows for any miscalculations or increased
costs e to unforsepn circumstances. On the entitlement computation
form, t e local educational agency is asked to provide,its total current(
expenditures; the ten percent is added t6 that amount. The local
educati nal agency then lists available, funds: the opening cash balepce=
forth current year,. Sate funds, section 3 payments made before Jane
30 of the current fiscal year, and payments received with respect to
Federal operty,,including Johnson-O'Malley Funds.

0 Thent local educational agenci mual*state the total funds needed from
y.tax to meet current expenditures. This mount translates into

otal current expenditures /plus ten percent) minus ail' funds
avail le to the_loc4,educational agency from other sources. Next, the
local educational ageilcy gives the assessed valuation of the property in

, the school district in the current year and the assessed valuation of
Federa property in the local ucational agency,. Then the tax rate
requi to-balance the bud t i figured, and the total funds needed
from property taxes is aiiid d by the total assessed valuation. of all
property in the school distri

(

ri
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The Department assumes that a local educational agency is due an enti-,
tlement if the foregoing' eligiblity requirements are met. To receive
funds, a local educational agency must'submit its assessed valuation of
the property acquired and an open..ended narrative iubstantiating burden
to the local educational agency. No guideline is provided in either the
program regulations or the application on how thelocal'educational
agency's maximum entitlement is to be deterdined. ,Actually, this
maximum is simply the property. tax rate multiplied-by the value of the
property.

7/

Ae
The probleffi with the Department's method of administration is that it
is a mechanical determination; eligibility for payment is established if
the assessed valuationof the land acquired since 1938 at the time of
acquisition amounts to4ten percent of the assessed valdation of the
total district of the local educational agency. This satisfies only two
criteria set out in section 2. The Act provides three additional
criteria that a local educational agency must meet and which determine
maximum entitltement: -

the financial burden must be substantial;

the financial burden must be continuing; and

the revenue that would have been deriVed must affect the amount
available to the local educational agency for,current expenditures.

Since the funding criteria in the law itself, it not precisely defined,
section .2 could provide windfall (or a shortfall) in payments to some
applicants inasmuch as actual burden is not measured and result in

inconsistent program administration across the nation.

Changes in finance patterns in some States and the mechanical method of
administration used by the Department require a complete reexamination
of section- 2 in light of conditions which have changed in the past
thirty years. As is the case in my general formula, exceptions must be
made for special circumstances, yet even those exceptions beCome obso-
lete or so encrusted by past practice that they sdo not serve their
intended purposes. Section 2 is an acknowledgement that the Federal
Governme has an obligation to nonfederallyConnected children when a
Federal ctivity is such a burden on a local educational agency as.to
threaten the adequacy of their education.

326/ See Memorandum to Richard Smiths
sion, from Bill Rock, consultant
ance in Federally-Affected Areas,
should be used to determine the

Executive Director of the Commis-
to the DivisiOn of School Assist -
regarding "What criteria, if any,
maximum entitlement for which a

Section 2 applicant is eligible?* 6 (Jan..16, 1980).

I
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A need for continuation of an exception to the,general rule has been

or

demonstrat . However, as should be the case with all discretionary
exceiitions'or formula exceptions, great care should be taken.in-its use
to insure that the reason for its existence is a primary concern in its
administration.

x_
---3-E-

It is for this reason the Commission believes that an exception for
those local educational agencies having school districts in which Fed
eral property constitutes such a high percentage of their geographical
area should be continued. That it seriously impairs their ability to
provide an adequate level of education should first be considered under
the regular formula to determine whether that formula is adequate.
Then, if it does not, each of them should be eligible for an exception
to the formula which the individual circumstances of the local educa
tional agency would-be considered in determining an entitlement.s:

Since no two situations areidentical, criteria set out in the law for
the administration must be flexible enough- to meet all situations.
Arbitrary numbers- and absolute dates should be kept to a minimuniZand
subject to some variation_in order to carry out the spirit of the
exception.

Local Educational A encies Having k High Percenta e of Federall Con '
nected Children in Attendance At Their Schools. Only a very narrow,
imperfect provision is made for local educational agencies-having high
percentages Of federallyconnected children in attendance at their
schdols.- Sections .3(d)(1)(A) and 3(d)(2)(B) of Public Law 874 give
special consideration to local educational agencies having enrollments
of 20' percent *A* children and thosb having enrollments of 50 percent
federallyconnected children, respectively., Section 3(d)(2)(B) does
operate to increase the entitlements of eligible local educational
agencies. However, its purpose has been defeated, in both cases, by the
reduction provisions in the payment section (section 5(c)) which prevent
those agencys' getting their full entitlement. This problem is avoided
in the case of section 2 because section 5(c) Ralrantees full payment of
tecttom 2 entitlements.

\The problems in funding entitlements for local educational agencies with
heavy concentrations of federallyconnected childfen hat not been
addressed, heretofor, as a problem as discrete as, and involving more
children than, that which section 2 was designed to solve.

For this reason, the,Commission bilieves that the concept behind section
3(d)(2)(B) ,of existing law (whic is an exceptibn from the regular
formula) should be Updated and expanded to include the socalled
"Super:A* local educational agenc and given treatment much like that
recommended for the section 2 exception to the formula.

.
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Federall erated hools

Section 6 schools- those operated directly by the Federal Government
when no local educa ional agency is able to provide a free public
education to childr residing on Federal land--have been controversial
for many years. epresenting a break with the tradition of local
control of education section 6 schools operate in special Circumstances
where children connected with the Federal Government would not, theoret-
ically, receive a ee public education if the Federal Government=did
not provide it. e original purpose of section 6, as expressed in the
statute, was to p .vide an educatiom for federally-connected children:

(1) if -no tag revenues of the State or any political subdivision
thereof may be expended for the free public education of such chil-
dren; or

(2) if it is the judgment of the Commissioner, after he has consulted
with the appropriate State educational agency, that no local educa-
tional agency is able to provide suitable free public education for
such children.

Legislative history of the original section 6 noted that Federal opera-
tion of public schools has the potential to allow States, and loCal
educational agencies *to disclaim responsibility for the education of
certain children, and thus*_to shift the responsibility and colt of their

education to the Federal Government.* To avoid this, the Congress en-
couraged that --

instead of shifting responsibilities for education to the
Federal Government, the State and local educational agen-
cies with the payments provided under (Public Law 874) will
find ways to extend their systems so as to2135qvide for the
education of Federal children now excluded. ---i

Current Section6Schools. There are 23 section 6 schools in operation

today. Sleven of them were acquired in 1952 from various Federal
agencie's which had established them before the enactment of Public Law

874. Those 11 are located in:

FOrt Benning, Georgia
Knok, Kentucky

-wort Campbell, ren-tucky

West Poigt, New York
Governor's Island Coast Guard Station, New York
Fort Bragg, North Carolina
Crater Lake National,Park, Oregon
Antilles School System, Puerto Rico

(Fort Buchanan, Roosevelt Roads, Fort Allen, Coast Guard Station)

Quantico, Virginia
Dahlgren Naval Weipons-Center, Virginia

277/ H.R. Rep. No. 2287, 81st Cong., 2d Sess. 23 (1950).

3 6'
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The other 12 section 6 schools are located in:

.1Port McClellan, Alabama
FOrt'Rucker, Alabama
Maxwell AFB, Alabama
Dover AFB, Delaware
Fort Stewart, Georgia
Robins AFB, Georgia

.England AFB, Louisiana
Hanscom AFB, Massachusetts
Beaufort Marine Air Station, South Carolina
Fort Jackson, South Carolina
Myrtle Beach AFB, South Carolina

In fiscal year 1980 these schools served 32,155 children at an average
per-pupil cost of $2,184.

Of the 23 current section 6 projects, 18 are operated by the military on
military bases. While all serve elementary students, five also serve
secondary students. Secondary students who reside on the 13 military
bases that do not operate high schools are educated by the nearest
public high schools of local educational agencies assisted under section
3 of Public Law 874 and by State and local resources. In these cases,
the elementary projectsually includes the cost of transporting the
high school students from the base to the public high school.

Pour projects are operated by agreement with local school districts.
Two serve children residing on the Hanscom Air Force Base in Massachu-
setts. The children who reside on the Dover Air Fo

Z
e Base in Delaware

are educated by the Caesar Rodney School District which the base is
located. The full cost of their schooling is,provided by section 6.
Children residing in the Crater National Park in Arizona are educated by
the Klamath Falls Schools District. These three projects are fully
funded under section 6.

Section 6 payments do ndt fully fund the elementary school at the Coast
Guard Base on Governor's Island, New York. The New York City Pdblic
School System, which operates the school, pays the balance of the cost;
assisted with section 3 funds. The high school students residing on the
Island are transported to public high schools in New York City; assist-
ance is also provided for, them under section 3.

Nineteen of the projects funded fn fiscal year 1980 were operated by the
military. Only six projects'were necessary because current State laws
prohibit or limit the ability of local educational agencies to operate
schools located on Fedeiii-property. The prdjects in Alabama, Georgia,,
Louisiana, and.South Carolina were established because the Secretary of
Health, Education, and Welfare determined, in 1962, that no looil
educational agency was able to provide suitable fr.e public education
for the onaA5ase children because of the segregation issue at the time.
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A variety of State actions have forbidden the expenditure of fundS for
the education of children residing on Federal property or have prevented
a local agency from operating an on-base. school. In Fen-
tucky, State aw'prohibits the expenditure of funds for the education of
children residing on Federal property. State Attorneys General opinions
rendered in Kentucky, Georgia, and North Carolina have ruled that those
States-cannot spend State or funds for children who live on
Federal property. The original piece of land ceded -by the State of New
Ydrk to 'the Federal Government to become West Point is not consvidered
part of'the State of New York. Thus, under State law, children residing
.there need not be provided a free public education. Under Oregon lawr
nä school district As required to provide free public education to
children residing in the National Park at Crater Lake. A Delaware State
law prohibits the expenditure of State and local funds for the education
of children residing on tax- exempt Federal property._

Element.iry schooldhildren residing on Hanscom Field in Massachusetts are
educated in a section 6 school because the Lincoln School District
refuses to accept fihancial responsibility for their education, an
action specifically allowed under Massachusetts law. While elementary
students attend a section 6 school operated by the Lincoln School
District, high school children residing- on Hanscom Field are educated by
the Bedford School District, which is willing to pay for their eduoation
using local resources, payments under section 3 of Public Law 87,G and
State aid.

Transfer of Section 6 Schools. It has been suggested that the operation
of section 6 schools might be transferred to the State in which that
school Is located. Such a transfer, some have argued, would violate the
longstanding principle that the Federal Government cannot dictate to
Statei how the States handle public education. It has been said that
such a policy, if adopted by the Impact Aid Commission, would violate
the Commission's own policy of promoting Federal neutrality under State
and local laws.

Some have .asserted that section 6 spools shtuld be transferred to the
local educational agency nearest the section 6 school. Twenty-two of
the 23 section 6 schools have a local educational agency nearby which
could,mceivably, take over operation of the federally-operated
school.

.

Many oppose such a transfer. Pointing out that transferring section 6
schools to local educational agencies puts still another burden on
schools plagued with budgetary problems, supporters of section 6 schools

278/ SAFA Director Stormer -stated in the July 17 meeting in
Chicago, Illinois that "With the exception of the Puerto Rican
arrangement, there are local educational agencies adjacent to (each
section 6 school] that varyin quality from high to low." Tran-
script of Meeting of the Commission on the Review of the Federal
Impact Aid Program, Chicago> Illinois 206 (July 17, 1980).



argue that some local educational agencies near section 6 schools are of
insufficient quality to satisfy the needs of the federally-connected
Student.

In fact, there is a presumption written into the law, added by amendment
in 1955, that no local educational agency near an Army, Navy, Marine, or
Air Force installation is capable of providing a suitable public educa-
tion for children residing tlAre until the Commissioner and the Secre-
Ory of the Military Department concerned determine jointly, after
consulting with the appropriate State education agency, that a local
educational agency can provide a suitable free education for those
children.

According to section 6 legislative history, the purpose of this provi-
sion was:

to insure that schools provided under this section shall
not be closed without thorough and careful c4954deration of
all factors affecting the children concerned.---I

The needs of children who attend section 6 schools are paramount in the
minds of those who support maintaining section 6 schools as they are
today. 'Section 6 schools *belong to the parents and the children they
.serve," it is said. Those military parents deserve to be confident that
wherever they go, there will be a suitable school for their children.
Transferring section 6 schools to States or loca educational agencies
will undermine that confidence, placing the education of military
dependents at a low priority at the same time that evidence shows the
military is-increasingly needful of special services and treatment.

It is not clear that the needs of children currently served by section
schools could 'be met if local educational agencies, which would become;
heavily impacted districts by doing so, were to takeover operation of

279/ S. Rep. NO. 871, 84th Cong., 1st.Sess. 1-2 (1955). This amendment
was at least in part.a response to a decision.by the Commissioner
oViEducation to liose the section 6 high school on the Marine Corps
base at Quantico, Virginia. Concerned that the Commissioner's
decision was based on "a narrow interpretation of the present law,*
the Congress required decisions to close a school be made jointly
by the Commissioner of Education and the Secretary of the military
department concerned in order to --

insure that those most vitally concerned with a school
closing will be afforded proper representation and con-
sideration before the decision -is made to close their
schools, and.-..avoid any possibility of arbitrary and
unilateral action by the Commissioner of Education....

16*. No. 871, 84th Cong., 1st Sess. 3 (1955).)
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section 6 schools. Those agencies would then have to rely on section.3
Impact Aid funds for their successful operation, without benefiting from
the full funding guaranteed to section 6 schools.

What is the validity of these arguments, given the original purposes for
which section 6 was enacted, the facts under which section 6 operated in
1950, changes in section 6 since 1950, and the facts as they are today?
What follows is an analysis of the policy which a commitment to Federal
neutrality may require and a look at a rationale for section 6 schools
which some say is outmoded' today.

a) F eral Neutrality in Education

Introduction.- It is a longstanding general rule that the Federal
Government shall not interfere with local operation of public schools.
This principle is embodied in the general provisions title of the Impact
Aid 'statute, by amendment in 1978. Section 432 of that title reads:

No provision of any applicable program shall be construed
to authorize any department, agency, officer, or employee
of the Uhited States to exercise any direction, supervi-
sion, or control over the selection of {library resources,
textbooks, or printed or published instructional' materials
by any educational institution or school system, or to

require assignment or transportation of edents or
teachers in order to overcome racial imbalance.----1

Impact Aid and Neutrality. Thu general provisions of the Impact Aid
statute ensure Federal neutrality in education.- Furthermore, section 6
itself was amended in 1953 by Public Law 83-248 to provide that in

administering section 6, the Commissioner shall not exercise any,discre-
tion,\supervlsion, or control over personnel, curriculum,,or instruc-
tional\ programs. Legislative history reveals that the amendment was
designed to:

render it' impossible for the Office of Education to take
any steps `in the direction of actual school operation or
control over school curriculum or programs of instruction.
...\The amendment precludes the Commissioner from ctntrol-
ling\ the personnel, curriculum, or program -of irergotiOn
of apy (section-6 school,) instead making the local edu-
cational agency or other Federal agency-providing_ the
education responsible for such matters and-for seeing to it
that the education provided LI

1/
comparable to that provided

11

in comparable communities.....--- '\\

280/ Act of\September 30, 1959, Pub. L. No. 974, ,81st Cong., 2d Sess.,
S432, a amended (original version at-h. 1124, 64 Stat. 1107
(1950)).\

281/ H.R. ReP.-No. 708, 83rd Cbhg., 1st Sess. 7 (1953).
\ _

ro
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Finally, the Impact Aid Commission ties confirm
Federal neutrality under State and local laws in i
Policy Findings Upon Which Recommendations Can Be

d its commitment to
s InterimAport, and
eve loped.

Neutrality and Section 6. It is agreed that t e Federal Government
should be neutral and not dictate education polio es to State and local
governments. Does neutrality require, then, that the Federal Government
continue to operate section 6 schools? Or does eutrality require that
the Federal Government transfer operation of,sec ion 6 schools to State
and local educational agencies'

It has already been noted that section 6 was enacted originally to
author4e the Federal Government to operate publ c schools for .children
residing on Federal land (1) when no State tax evenues could be spent
for their free public ecnication or (2) when i the judgment of the
Commissioner, no local educational agency coul provide suitable free
public education for them. The original law stipulated that the
federally-provided education was to be comparab e to28tp, public educa-
tion provided in comparable communities in the S ate.

Historically and analytically, section'6 schools are appropriate when
cal educational agency
ren residing on Federal
iction over federally-

s that property is not
ally located. :Property
ral Government is,, of
ng on that property are

ost State laws, do not
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e refuses to educate.
1 Government interferes

State law expressly prohibits the State or a 1
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property or when the nature of. the Federal liuri
owned land--usually exclusive jurisdict'i'on--me
legally part bf the State in which it is physi
under the exclusive jurisdiction of the Fed
course, tax-exempt. In addition, children resid
not legal residents of the State and, under
benefit from a compulsory education law. Under
Federal neutrality requires direct Federal
federally-connected children which the Sta
Otherwise, it might be argued that the Feder

282/ Interim Report of the Commission on the Review of the Federal Im-
pact Aid Program 5 (April 22, 1980); icy Findings Upon Which
Recommendations Can Be Developed 12 (July

283/ Section 6 was amended in 1953 by Public La
when the Federal Government provides publ
ally-connected students outside the contine
education is to be comparable with public e
schools of the District of Columbia. That
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1980).
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where the language of instruction in local schools is not English.



-324-

with State sovereignty either by (1) requiring the State to educate
children its laws allow it to refuse to educate or (2) by dictating that
a school be operated where there is insufficient taxable property to
support it.

It is uncertain whether section 6 schools could be transferred to States
in a manner which preserves State sovereignty and ensures Federal
neutrality. Possibly, the transfer could be made pursuant to an agree-
ment to which the State gives its full, informed consent. Also, when
there is no taxable property for support of locally-run or State-
operated schools, Federal compensation could be guaranteed pursuant to
agreeMent between a State and the Federal Government indepen4nt of
annual' appropriations.

Evidence before the Commission does not support the conclusion that
these requirdMents can be mete Thus the Commission asserts that Federal
neutrality does not require transfer of section 6 schools to the States
or localities. Further, Federal neutrality does require some guarantees
which it is not clear can be met.

Problems with Section 6 Schools. Some have argued there are problems
with Federal operation of section 6 schools which would_raise the
presumption that those schools should be transferred to States or
localities. For example, it has been argued that the very provisiod
prohibiting Federal interference with local education matters hamstrings
the Education Department in its attempts to live up to other, equally
binding provisions of the law: that the Commissioner ensure efficient
expenditures and the provision of a comparable education.

Quality of Education, Efficient Expenditures. The 1978 Education
Amendments added this provision to Public Law 874:

ti

...The Commissioner shall ensure that funds provided under
(section 6) are expended in an efficient manner, and shall
require an accounting of .funds by such agency at least on
an annual basis. The Commissioner shall further be provid-
ed with data relating to the quality and ty%od education
provided to such children under (section

Legislative history of this addition to the statute reveals congression-
1 interest in "bring(ing) about morP

zs5/
accountability for--the funding and

o ration of (section 6) schools."----

"Some have argued that the Department cannot exert sufficient oversight
over section. 6 schools to satisfy legislative requirements that the
Commissioner ensure efficient expenditures and the provision of a

----284/ Act of September 30, 1950, Pub. L. No. 874, 81st Cong., 2d Sess.,
56(d), 20 U.S.C.A...5241(d) (Supp. 1978).

2.85/-11TR7-Repr.-7No. 95-1137, 95th Cong.,.2dSess. 108 11978) .
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comparable education. The Commission disagrees
The- Department does not collect data that re
quality of education or visit schools to determi
of educational program offered. The Education De
require that sect-ion 6 schools keep pupil-accoun
ante, membership, and residence similar to those
of location, or by the District of Columbia, wb
At the end of each quarter of the fiscal year,
also required to subiit a report to the Commi
average daily attendance, and expenditures. The
the final-g7p-twrt for the fiscal year. This fina
a field survey report, is the basis upon which
Department further requires that section 6 schoo
gets, in the event of decrease or increase in av
rf, as the result of new or changed condition
average daily attendance will increase above an
budget can be increased by the Commissioner purs
the operating Pederal agency.
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1
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the Education Department to ens-ure ef.fidient expendr 'Ives and the
provision of a comparable'educatidn are.notwarranied. Thu hose
criticisms do not support the assertIon'that section 6 schooli should be
transferred to State and local educational agencies.

.

Elective School Hoards. There has been a recent improvement in the
administration-of section 6 schools. Until 14/8; there was nothing in
th4,... Impact Aid law allowing or requiring that section 6 schools -be..
govined-by an elected school board. Over the years, *school commit-
tees have advised base commanders in charge Ofasection 6 schools.
Those committees could' adviseonly4 nothangvthey.deolded could be
binding.

It is not necessarily so that a military officer can represent the

-interests of military parents; it is less likely that a military officer
can represent the interests of civilian parents. The unique situation
in the section 6 schools on Puerto Rico--the Antilles Consolidated
School System-:-brought this problem into prominence in 1978. That
school system is run by the Navy in bUildings loaned by the Army. The
chief admihrstrative officer of the schdol slffipm in 1978 was an admir-
al, who acted] as theentire schoolboard.*---,(Half of the enrollment,
however, came from civilian families. At Erne school, two-thirds of the
enrollment was non-military.

This organizational structure, according to parents registering their
concern with it, 'led to several unsound decisions to reduce program
,

mofferings and ancillary services, decisions which have adversely affect/
ed the quality of education and in which parents have had no input.*---

In response to these concerns, the Congress, in 1978 amended section 6
to require:

The Commissioner shall ensure the establishment of an
elective school board in schools assisted under this
section. Such school board shall be composed of a minimum
of three members, elected by the parents of students in
attendance at such school. ,The Commission9r,shalle,by
regulation, establish procedures for carrying "out such
school board elections as. provided in this subsectioA.

A school board establishedgader this (subsection] shall-be
empowered to oversee school expenditures and operations,
subject to audit procedures established by the Commission-

zu8/
er, and other proVisions of this section.---

2E/ H.R. Rep. No. 1137, 95th Cong., 2d Sess. 117 (1978).
E12/- Id.

288/ Act of September 30, 1950, Pub. L. No. 874, 81st Cong., 2d Sess.',
SS6(g) to 6(h), 20 U.S.C.A. SS24174g) to 241(h) (Supp. 1978).
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This provision is an attempt to guarantee parent participation,in
decisioni-making in section 6 schools. -The influence of a section 6
board can'never resemble that a standard school board. ksection 6
school board does not arguably have et constituency, it does not answer
to a taxpaying electorate; and base commanders in charge of section 6,
schools afd personally liable for the proper expenditure of section 6
funds, which they receive directly. The 1978 amendment, however, is at
least an improvement over the previously existing situation. In fadt,
it can be argued, dissatisfaction in one school system--the Puerto Rican_
school system--prompted the amendment. Presumably parents at other
section 6 schools are not dissatisfied with the administration of their
schools. That being the case, the concern that section 6 school boards
.cannot truly resemble standard schoolebdards is a minor one.

The conclusion is warranted that Federal neutrality does not require the
transfer of section 6 schools to local educational agencies. Problems
with overseeing section 6 schools and guarahteeing-parent input do not
suggest t is necessary for local educational agencies to undertake the
=operation of section 6 schools. It is unlikely--if not impossible--that
an orderly, gradual transfer and continued funding can be assured so
that the educational needs of section 6 schoolchildren can be met.

b) Desegregation

Originally, section 6 schools were established whonState law prevented
the provision of a suitable free public edUdation for children residing,
On'Federal land. Section was amended in 1960 to allow establishment
of a section 6 school 4rovide education for children of members of
the Armed Forces on active duty: q

-

...if the schools in which free public education is usually
provided for such children are made unavailable to them as
a result of official action by State or local governmental
authority and it is the judgment of the Commissionef, after
he has consulted with the appropriate State educational
agency, that no local educational agency is able to pro Me
suitable free public education for such children.,..---1

This amendment was pasied, along w th several bills concerning civil
rights introduced to the House Committee pn the Judiciary in 1960, to
provide more effective means to enforce the cWl rights of persons
within the jurisdiction of the United States. " - The specific amend-
ment to section 6 was designed to enable:

289J AVt of September 30, 1950, Pub.. L. NO. 874, -81st Cong., 2& Sess.,
56(a)(2), S241 (a) (2) (1974 & Supp. 1978).

290/ H.R. Rep. No. 956, 86thCong., 1st Sess. 1 (1960).
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.
.i. m,

the FederalGoverilment to provide for the education of all
children' of members of our Armed Forces, whether they-are
or are not residents on Federal property, when public

. N
schools have

1/
been closed because of'desegregation decisionio

zor orders: 6

Over half of the section 6 projects funded'in fiscal 1980-are in States
which formerly operated dual school systems. Some of these projects
were funded initially to ensure that children ok, parents in the Armed

. 'Services were able to attend unitary schools.

While it is no longer possible for local educational aqencies.to operate
segregated schools, .desegregation litigation continues today. Federal
desegregation orders still manddte school closures. Thus the existence
of section 6 schools to ensure militdry children are able to attend
integrated schools is not, despite desegregation efforts, entirely
,without foundation today.

Ibis study has outlined the arguments in support of keeping section 6
schools as they are today. Those arguments center around the position
that Federal neutrality in State and local education matter requires
Federal operation of section 6'schools.47 Supporters of section 6 schools
also point out that the military have -special concerns and deserve
assurances that their children will be educated adequately, wherever
they are transferred.

The COmmiSsion concludhs that Federal neutrality does not require the
transfer of section 6 schools to State or local educational agencies.
Furthermore, criticisms 'of the operation of.section.6 schools-including

'144P
Federal oversight in ensuring efficient expenditures and the provision-
of a comparable education in -section 6 schools--do not outweigh the
tundamentalflinterest in ensuring that the educational heeds of section t4I1
schoolchildren are met.

a
.

F r these reasons, the Commission does not recommend transfer of section

4
644tbools to State or,looal educationll 'agencies.

291/ Id.

1.

4

9

-a
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4

V. SHOULD LOCAL EDUCATIONAL AGENCIES EDUCATING CHILDREN IN ATTENDANCE AT
PUBLIC SCHOOLS BY REASON OF FEDERAL LAW OR ACTIVITIES BE COMPENSATED
THEREFOR?

The Commission is charged-with reviewing and evaluating the administ2h-4..,
tion and operation of the Impact, Aid Program. As part of that review

4
and evaluation, the Commissio .specificaLlyilas considered-the equity of
the present 'funding btruct e--how the Federal'Government burdens
localities and whether' compensation under Impact Aid for that burden is
adequate and fairly distributed.

J.-

-Dur,ing the course of its hearings,'the Commission heard testimony
regarding the'following issues:

whether local ,educational agencies are compensated (or, the in-.
creased costs caused biz sudden and substantial enrollments resulting
from Federal activities; .

. ...

whether the present provisions for including children dig, Cuban
refugees should be expanded to include other refugees and children
of undtUmented aliens; and

.

whether local educational agencies 'Should be compensated for the
costs they incur in complying with Federal, laws and regulations
regarding equality og educational opportunity.

The Federal Government imposes burdens on School districts by owning
tax - exempt land and by increasing enrollments with children of familia
who live or work on Federal land.-,These are the tcaditional Impact Aid
'revenue' and.'service' burdens. There are other burdens caraed by
lodal educational agencies beove of Federal' mandates or Federal
activities not covered by preserft law-, The existence of these addition7
al impacts, which e traceable to ',Federal policies or activities,-
raises the issue t Impact Aid should be expanded to compensate.for
the burden those polidies and activities, impose.

Section 4 of Public Law 874 Currently provides for pahenti to*local.
educational agencies experiencing sudden and substantial increases in
enrollMent caused by.-increased Federal activities. If additional
impacts; associated with' the education of,refugee children and undocu-
mented, aliens andthe costs associated with compliance with Federal laws

4 and regulations were to be included as Federal'activities-warranting
compensation under the Impact Aid Program, section 4 is the appropriate
place in ,the law to proilde fordsuch assistance.

1

Under current law, section 4 of Public Law 874 authorizes payments to
local edpcatigal agencies which experience an increase in. enrollment
amounting to five percent of the previous year's enrollment as-at-,result

.

I
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of Federal activities, if that agency is determined to be making a

reasonable tax effort and if-the Federal activs place a,substantial
and continuing financial burden on that agency.---1

The amount of payment to which the agency is entitled during the year of
the increase is to be baSed on the number of children determined to have
caused the increase and the cost per child necessary to provide free
public education for those children. During the year. following the
increase, an eligible agency is entitled to receive 50 percent of itS
first year's entitlemipt, minus the amount that agency is eligible to
receive for those chfltrren under section: 3.

Section 4 also contains provisions for adjustments for decreases in
Federal activities. air,

- Fiscal year -1974 was the last year in which there was an application
approved under section 4. - For several years previous to fiscal' year
1974, only small numbers of applicationsakere approved under,section 4.

'since 1975,' section-4 has been funded under Tier III in section 5(c)
so that no -funds have been available .for section 4.

Section 4 does not require that the children included in determining an
increase resulting from Federal activities-reside on Federal property,
-reside- with parents--working -on- Federal property,orbiedep'enderrts- of

Federal employees. They may be children of persons working for a
contractor of the Federal Governmet.' Section 4 was enacted because
the Congress recognized a *clear Federal responsibility to assist school
districts in meeting 440ancial problems which have their origin in the,
impact of Federal activities on a local community* regardless of whether
those activities are associated with Federal property'or Federal em-
ployees.

44,

1.N7Section 4 hay be considered a nullity today because it has not been used

for several years. It does, however, reflect an important policy with
regard to situations which may be considered the logica counterpart of
those covered by.section 2.s Whereas, section 2 provid s for compensa-
tion when mere acquisition of real property by the Fede 1,Government--
regardless of schoolchildren associated with that prop rty--imposes a
burden, section 4 provides for compensation when the mer presence of a

child in school as the result of Federal activities--regardless of
property ownership--confftitutes a burden.

:Section 4 was originally enacted to cope with rapidly growing school
enrollments, a problem in the 1950's and 1960's. Enrollments are
now declinin4; therefore, increases resulting from Federal activities,

if they occur, are- submerged in a general decline. The Commission
has heard testimony regarding rapid increases in enrollment in local

292/ 20 U.S.C.A. 5239 (1974 & Supp. 1978).

of

ti ;

`\
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educational agencies affected by indus 11 uses of Federal property in
the West to obtain energy resources. Even though these cases are
not widespread, they alone would be sufficient reason for considering
reactivating the operation of section 4.

Also important is evidence that Federal laws and polices ar; imposing
substtial and continuing burdens on local educational agencies for
whIchSipampensation is not available. Some compensation might be avail-
able if sec ion 4 were reactivated and modernize4, consistent with the
original poll y'underlyingssectiOn 4, to meet needs associated with
problems of the 1980's--.specifically, the presence of large numbers of
refugee children and children of undocumented aliens in public schools.

Refulee-hildren

The Impact Aid law provides that children of parents meeting the defi
nition of-a-refugee in the Migration and Refugee Assistance Act of 1962
are considered federally-connected children for purposes of qualifying
for Impact Aid. Section 2(b)(3) of that 1962 act limits coverage for
assistance to 'aliens whe...because of persecution or fear of persecu-
tion on ,account of race, religion, or political Opinion, fled from a
nation or area of the- Western Hemisphere." In,practice, aliens under
the 1962 act meant Cuban refugees only. Local. educational agencies
are eligible for Impact Aid, under section 3(b), by reason of havik4
children of refugees 'enrolled. A stringent eligibility requirement,
however, limits Impact Aid to school districts whose enrollment is at
least 20 percent Cuban refugees.

There may be some statutory authority/for broadening the coverage beyond
Cuban refugee children under the Impact Aid law. First, the term
"refugee' as defined in section 3 of the 1975 Indochinese Migration and
Refugee Assistance Act provides that:.

The term 'refugee' as defined in notion 2(b)(3) of the
Migration and Refugee Act of 1962.'..shall be deemed to
include aliens who...because of persecution or fedr of
persecution on account of race, Teligion, or political
opinion, fled. from Cambodia, Vietnam, or .Laos....

293/ During the Commission hearings tnesses testified thac the energy:
developient industry often 1 tes in western areas (i.e:, Utah,
Wyoming, Colorado) wit4 extens Federal,ownership. US4ally those
areas have a small school system with a. tax base-capable of sup-
porting only zOs.mall system. Employment generated by the industry
can' create havoc for, .a small system, bringing large numbers of
families with school-age-children to_the area. EconolOc benefits
of the energy indus't'ry are limited because the indusaY'brings many
of its employees- with it to the area. Local employees working in
support positions on the installation are often paid below market
wages because the facility attracts an influx of job'seekers.
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Thus the 1962 Act referred to in Public Law 87 as amended in effect by
the 1975 law so that the definition of a refuge includes, those fleeing
Vietnam, Cambodia, gnd Laos.

4 Secondly, section 2(a) of,the Indochinese Act of 1975 provides money
authorized under that act be available for the °functions set forth in
the Migration and Refugee Assistance Act of 1962." Section 2(b) bethe
1975 act reads that:

None of the funds authorized to be appropriated by this Act
shall be available for the performance of functions...04her
than carrying out provisions of theMigration and Refugee
Assistance Act of 1962..."

compensate rocal educational agencies for the presence of Indochinese
refugee children enrolled.

In support of expanding the Impact Aid Program to Indochinese refugees,
one witness at the Seattle,,Washingtoh hearing testified that:

Impact -Aid has 'been expanded once to include Cuban refu-
gees, one criteria being that they had to constitur0
percent of a school district's population. It also seems
appropriate that Southeast Asian refugees be included.

It is Lionel policy which gets or brings them or allows
them to come to the United States. As this Commission
noted in its Plan of Study, "Impact 'Aid, theoretically

'compensation for Federal activities burdening. localities,
seems an appropriate vfticle for assisting school districts
educating refdgee children."

It is difficult for the local school districts in Washing-
ton' and Oregon to cope with this (influx of Indochinese
reAmgees] situation. much longer without more assistance
from the Feder -al Government.

As a philosophical point, inasmuch as these children are
here because of the Government, the Government should use
Aatezer funds that havt been avail le

/-
in the past foE

simil1r situations and apply them now.

It is arguable Ehat the ZO'percent eligibility requirement--a stringent
and not entirely reasonable one--should be 'discontinued. .As it is;

before the recent 'influx of Cubans to Miami, only two school districts-
Union City and West New York,-New Jersey-:-met this requirement.

1.

294/ Transcript of Hearing%before the Commission on the Review of-the
Federal Impact Aid Program; Seattle, Washington 148-155 (Mar. 7,

1980).

a
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Responding to thi 20 percent eligibility requirement, a representative
from World Concern, a Christian relief and development agency holding
contracts with the United States Government and responsible for the
resettlement of Southeast_Asian refugees, commented, at the Seattle,
Washington hearing, that:

There has been sufficient ba kground of Indochinese refu-
gees as far as to the inclusion of Indochinbse refugees
under the definitions of federally- connected. World
Concern would be against any provision regardigg an arbi-
trary percentage that the refugees constitute of a school
district's population. For one thing, such a factor does
not reflect that the amount of money needed to educate a-
child with a multiplicity of problems--such as Va refugee--49can be and is greater than the normal student.

Additionally, Frank Loy, Head of the Department of State!t Office of
Refugee Programs, testified in Washington, D.C., that if Impact Aid were
to cover refugees,_ the 20 percent 'requiremerAp high and considerat
should be given to-a sensible cut-toff point.---2

Section 4, which 'provides for compensation to local educational-agencies
experiencing sudden and substantial increases in enrollments because of
increased Federal activities in an area, can fairly-be rOd_to_authorize
compensation tojocal_eddcational agencies faced suddenly with large
numbers of refugee children. Legislative history of section 4 provides:

there is a dlear Federal responsibility to assist school
districts in meeting financial problems which have their
origin in241p impact of Federal activities on a local
community.

Giving asylum_to refugees,, it can be argued, is a Federal *activity.*
Mr. Loy spoke to this point at'the final Washington, D.C., hearing:

...In large part, the Federal Government must pick up an
important part of the tab for certain services that thes2
refugees are going to get in thetirst years, because it a
too big a burden on the local community and it is

-fiesense, in essence, a Federal problem. [emphasis added) ---

295/ Id. 155.

296/ Transcript. of Hearing beforeq4e Commission on the Review of the
'Federal Impact Aid Program, Washington, D.C. 152 (May 29, 1980).

297/ H.R. Rep. No. 2287, 81st Cong., 2d Sess. 16 (1950)
298 / Transcript of Hearing fore the Commission on e Review of the

Federal Impact Aid Progra7-Washington, D.C. 141-42 (May i29, 1880).
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Looking closer at the legislative history, section 4 is addressed to the
cases in which the establishment or reactivation of a largescale
Federal activity has resulted in a sudden-and substantial increase in
the school enrollments of nearby local educational agencies." The use
of the word 'nearby" implies that a physical installation triggers
section,4.

('

But, one of the reasons Federal compensation is required, the House
Report says, s that "property values will lag behind* the need for
increased 'rev ues from taxes to support the newlyburdened schools.
Clearly, refuge bring little or no tax base to a locality.

At the San Francisco, California,. hearing, the superintendent represent
ing the Long Beach Unified School District mentioned their present
situation with Indochinese refugees and the local property tax:

One of the basic premises of Impact Aid has been Federal
policy that places sizeable numbers of students in a school
district without any sizeable increases in ,local propi4p
tax base. The refugee program fits this category.---1

At the Chicago, Illinois, hearing, a superintendent from St. Paul,'
Minnesota, said the Indochinese refugees residing in lowrent public
housing detract from the local property tax base that usually pays for
_theeducation of such children:

As of the present, St. Paul has received 1,320 additional
students from Southeast Asian families, with 650 arriving
this school year alone. Most of these children. hive in low
rent housing units. Most of them come without knowledge of
Engl,Ish and most of them come with very little prior formal,
education. Their needs are significant and the school
district's Tesponsibiaitytoprovide for those needs is

certainly apparent.

However., under these circumstances there is a Federal
obligation to communities and school districts such as St.
Paul affected by the nontaxable status of federally owned
properties within their jurisdiction, affected by federally
sponsored low rent housing units,

3uu
and affdtted by implemen

tation of other Federal policies..6---

299/ Transcript of Hearin before the Commission on the Review of the
Federal Impact Aid Pr ram, San Francisco, California 79 pr. 22,
1980).

300/ Transcript of Hearing before the Commission on the Review of the
Federal Impact Aid Program, Chicago, Illinois 185 (Mar. 7, 1980).
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The House Report continues:

The resulting financial 'AifficulMies which confront such
communities are traceable' directly to the advent of the

,,Federal activity and it is entirely just.that the Federal
Government take some reasogiable measures to help finance the
school systems of.tHe'affected communities for a limited
period-- until...(the community 5vi, finance its new obliga-
tions out of its new resources.--- .

If section 4 activities are triggered by their being *traceable directly
to'the advent of the Federal activity" and refugee policy can be con-
sidered a Federal activity, then this passage supports the conclusion
that the Federal Government ought to *help finance the school systems"
affected by Federal refugee policy.

Undocumented Aliens

The arguments 'for inclusion of refugee children also apply to,expandirg-
, Impact Aid to compensate for the presence of children of undocumented
aliens in public school's. It can be argued that the presence of undocu-
mented aliens in a school is *traceable directly" to a 'Federal activi-
ty," warranting financial assistance under section 4 of Impact Aid.

-impact,lidtraditionally. compensates educe-tie:sal agencies for the
4cost of educating federally-connected children. It is both supported by
the law, and it As reasonable to argue that fairness requires inclusion
in the Impact Aid Program of 'all children 4r:roiled because of Federal
-,sotivities. The case can be made that the presence of children of
undocumented aliens--who, the Commission has learned, flood some schools
in Texas and other States on the southern border of the country - -is-
attributable to a Federal activity. That activity is the selective
enforcement of the immigration laws of the'United States.

The Federal Government has an immigration policy which, while designed
to prevent the entry of persons across the southern border, is difficult
to enforce and results in the entry of undocumented aliens. While this
is not an affirmative -Federal policy= -as the affirmative decision to
allow refugees into the -entry is--the result in schools is the same:
there is an increase in Ppblia school enrollments of children for whom
there is little', if any, tax base to support their education.

There is further'support for the proposition that undocumented children
are "fedeially-connected.* The U.S. Justice Department has taken the
official position--through an amicus curiae brief--that undocumented
alCk children have a constitutional right to a free public education as
other children have.

The Justice Department took that position in a' case currently being
litigated -in Texas. A dismission of it follows'.

221/ a.R. Rep. YO. 2287, 81st Cong.r1 2d Sess. 16 (1950).
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The case In Re: Alien Children Education Litigation came before the

United States District Court for the Southern, District of Texas as 3$2/
- -action consolidated by the Judicial Panel ofMultidistrict Litigation'

of several lawsuits against the State of Texas and State educati44)

officials. The clads'action 'suit challenged 'the,validity of a Texas
statute which prohibited the use of a State fund to.educate persons38q
Aw
are.not citizens of-the United States or 'legally admitted aliens." '

(Tex. Educl Code Ann., tit. 2, 521.031.)

The plaintiffs in the case were -a class -Of s /age "undocumented"
children,` their parents, and the

'

United States.---(The State of Texas
and the Thxas Education AgenCy were named as defendants or were granted
'the right to intervene as defendants. The Governor of Texas and the
Commissioner of Education wes

/
later added, as defendants pursuant to

JuD
amendEents to the complaint.-- E '-/

In May 1975, the Texas Legislature, amended the Texas Education Code to
provide in pertinent part:

(a) All children who are citizens of the.United States or
legally admitted aliens and who are over the age of five
years and under the age of 21 years on the first day of

- September of any scholastic year 'shall be entitled to the
benefits of any Available School Fund for that, year.

/b) Every child in this° state who is a citizen of the
United States or a legally admitted alien and who is over
the age of five years' and not over the age of 21 years on
the first day of September of the year in which the'admis-
sion is sought Shall be permitted to. attend the public free
schools of the district in which he resides or in which his
parent, guardian, or the'person having lawful control of
him resides at the time he applies for admission.

302/ The Panel, on Novembet 16', 1979, issued an Opinion and Order
finding that the-claims against the State involved common questions
of fact and that centralization of theseclaime in the SOuthern
District Court of Texas for coordinated or consolidated pretrial
proceedings would serve the convenience of the parties and witnes-
ses and promote the just and efficient conduct of the litigation.

303/ For clarity, the district court referred to persons who are not
citizens and who were not authorized to enter the country as 'un-

documented.'
304/ On January 11, 1980, the United StateS filed e motion to intervene

and a complaint-in-intervention asserting that 521.031 violates.the
equal protection clause of the Fourteenth Amendment. By order of
February 1, 1980, the court granted the motion to intervene.

305/ The district court referred to the defendants collectively-las the
State.4-'

1)444) i 'J
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(c) The board of trustees of any pubAc free school di
trict of this state shall admit'into the public fre
schools of the district free of tuition all persons who are
either citizens of the United States or legally admitted
aliens and who are over five and not over 21 years of age
at the beginning of the scholastic year if such person or
his plarent,.guardian or person having lawful control
resides within the school district.

This provisionsection 21.031-- allows local =educational agencies to
deny undocumented children admission or to admit only tuition-paying
students. In effect, it excludes undocumented children Irom school.
The statute makes a classification which means undocumente0, children are
treated differently by the public schools than all other children Are
treated.

In July 1980, District Court Judge Woodrow Seal held that section 21.031
violates the EqualProtection Clause of the Fourteenth Amendment to the
U.S. Constitution. The court forbade .State education Officials from
denying free public education to any otherwise eligible child because of
the child's Immigration status.

The district court determined that section 21.031 was subject to strict
judicial scrutiny because:

the statute absolutely deprives undocumented children of
access to education thereby causing their great harm; there
is a direct and substantial relatiopship between education
and the explicitly guaranteed right to exchange ideas and
information; and,'the provision of educationOs not a
social or economic policy but a state function.---/

The court distinguished San Antonio Ind. School Dist. v. Rodriguez, 411
U.S. 1, 35 11973), in which the Supreme Court refused to scrutinize the
Texas education financing scheme strictly because *(e]ducation...is not
among the rights afforded explicit protection under our Federal Consti-
tution.* Id., at 29.

The Supreme Court ruled in Rodriguez that there is no right to rela-
tively equal expenditures for education. In Re Alien Children, however,
presents the case of absolute0Aeprivation of access to the schools by a
defined class of childrene--- Thus, the Court raj.sed the question

306/ In Re Alien Children Litigation, MDL No. 398, at 29 (July 21, 1980)
(hereinafter cited as (Alien Children].

307/ In Rodriguez, the Supreme Court stated that "no charge fairly could
be made that the (State financial's.] system fails to provide each
.child with in opportunity to acquire the basic minimal skills
necessary for the enjoyment of the rights of 'speech and of full
participation in the political_ process. Id., at 37. This there
was no absolute deprivation in Rodriguez.
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reserved in Rodriguez of whether there is a fundamental right under the
Constitution to minimal education. The district court noted the Supreme

Court said in Rodriguez:

that a system which contributes more funds for the educa-
tion of some children than others, does not infringe upon a
fundamental interest, (but] reserved the question whether
absolute deprivation of educat3%13a1 opportunity might
require strict judicial scrutiny.

Thus, In Re Alien Children, the district court said, *squarely presents
the issue reserved by the Supreme Court in Rodriguez: what level of
scrutiny absolutely deprives educappnal opportunities to some children

6 within the state's jurisdiction?*---1

That level of scrutiny is strict, the district court said. Under such

analysis, section 21.031 violates the Equal Protection Clause of the
Fourteenth Amendment. No compelling State intelest such as local
control over education justifies distinguishing between undocumented
children and other children so that undocumented children are excluded
from public schools.

The court noted that:

when only access to education is depiived, holding that a
fundamental interest is involved does - not occasion an
unprecedented Upheaval which would terminate state control
over education. An interest in a government cannot be
required to assume or maven to deter what constitutes
enjoyment of that process or program.---I

The court also recognized that °the-right to access to education when it
is being pryTided to other's does not'imply a right to equal enjoyment of

education.*----/

Acknowledging that States may treat undocumented aliens differently than

it treats Other residents, the court pointed out that the differing
treatment must be *reasonably related to

12
a
/
valtt governmental objective

and...not affect fundamental rights.*--- Citing Yick Wo v. HOpkins,

118 U.S. 356 (1866), the court said:

The Fourteenth Amendment to the Constitution-is not con-
fined to the protection of citizens. It says: 'Nor shall
any state deprive any person of life, liberty, or property,
without due process of law; nor deny to any person within

308/ Alien Children, supra note 306, at 16.
309/ Id.

310/ Id. 27.
111/ Id. 29.
312/ Id. 30.
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its jurisdiction the equal protection of laws." These
provisions-are universal in their application, to all
persons within the territorial jurisdiction, without regard
to any difference of race, of color, or Of nationality; and
the equal protection of laws is n pledge\of the protection
of equal laws. Id., at 369.

The district court concluded "that the qualifications 'within the
jurisdiction' of the state should be given its common, everyday meaning.
Accordingly, undocumented children who reside in T ,/and are subject-
to its laws are `within the jurisdiction' of Texas." .

In finding that section 21.031 effectively denied an education to
undocumented alien children, the court held that the statute discrimi-
nated against undocumented children on the basis of wealth. The court
noted that 'Equal Protection does not imply the abolition of differencei
created by wealth. Enabling a person to have access to a necessary
service or program neither assures him the same access which others have
nor requires that any burden imposed be proportioned to his individual

J14/
circumstances."---- However, the court made it clear that the crucial
argument in Alien Children is 'that the lack of person /resources
occasioned an absolute deprivation of the desired benefit."

The district court observed that in cases like Rodriguez, the States are
not required to insure absolute equality. The court distinguished
Rodriguez and concluded that 'a state law which operates to deprive
absolutely WAren of education when they are indigent should be
scrutinized."---1

One issue raised before the district court was whether Title I of _the
Elementary and Secondary Act of 1965 preempts section 21.031 of the
Texas Education Code. State legislation is preempted by Federal law if
it encroaches improperly upon an area of Federal responsibility or
concern. The court noted that:

(thel-pre-emption doctrine hag*two elements: state legisla-'
tion is pre-empted if it regulates matters which are
subject_ to exclusive federal legislative control or if it
conflicts' with the effectuation of congressional objec-
tives. Under the first formulation, congressional power
should beftdeemnd to 'must" state tthority when 'the nature
of the subject matter permits no 6' 41Nr conclusion" or
'when Congress has unmistakably so ordained. In the second
circumstances, when the federal legislation contemplates
complementary state legislation, state law will be held
invalid if it 'stands as an obstacle to the accomplishment
and execution of the full

222/
Purposes and objectives of Con-

gress."(citations omitted]-

112/ Id. 35.
314/ Id. 42.

315/ Id. 40.
314/ Id. 43.
212/ Id. 64.

J.

4
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Thee court found that Title I, which authorizes compensatory programs for
"educationally deprived* children, including the children of migrants,
does not preempt. section 21.031 eg the Texas Education Code. The court
found that neither element of the preemption doctrine was present. The

court ruled _tjkat Title I does not "oust the *states from thb field !of
education, ---- and section 21.031 does not conflict with Title I.

The court applied a two-part analysis to conclude that the Texas law
does not conflict with the Federal one. Noting that, the court will
assume that the legislature had no illicit purposes and that the (State]
statute was not

3
intended to regulate a matter subject to exclusive

federal poWer;-
/

" the Court said it must determine that neither the
express language nor the interpretation of the statutes can conflict.
The express language of the two statutes does not conflict, the court
said, noting that "compliance wiyio,oth the' State and Federal_ statutes
is not a physical impossibility."

Regarding the interpretation 'and application of the two statutes, the
court concluded likewise that there is no conflict. The purpose of
Title I can be effected in Texas, the court reasoned, even if undocu-
mented children are prevented from attending school. The salient
feature of Title I is that it iAelsigned to provide supplementary funds
to local educational agencies." The court observed that Title I pay-
kents are based on census counts of children, not school enrollment, so
the State statute's effect of excluding undocumented children from :
school has no effect on Title I. Furthermore, the court observed, Title
I "does not designate the children who should benefit from federal`

,assistance, but rather the schools
3-2z/
which contain significant numbers of

`educationally deprived students."---- Noting also that the "voluntary
nature of Titic, I militates against. finding that section 21.031 is

.3-23/
pre-empted , " the court concluded thafiptle I does not preempt
section 21.031 of the Texai Education Code.---Y

Thus Judge Seal enjoined the defendants from enforcing section 21.031 of
the Texas Education Code, which meant Texas schools had to open their
doors to illegal alien children in the fall. The State of Texas peti,-
tioned_the Fifth Circuit Court of Appeals to prevent. the injunction
from taking effect. The Circuit Court granted Texas' request and stayed
the injunction in late August.

318/ Id. 64-65.
319/ Id. 65,
320/ Id. 69.
321/ Id.
222/ Id.
323/ Id. 70.
324/. If there is a holding by the Supreme Court that Title I of the.

EleMentary and Secondary Education Act of 1965 is preemptive,
additional questions regarding Federal burden could be raised.
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Supreme Court Justice Lewis Powell ruled in respone'rt: requests by
plantiffs September 4, 1980, that the stay be vacated. The'plaintiffs
argued 'that the undocumented children R/iil suffer irreparable harm,*
while the, injury to schools is- minimal. /Commenting on the evidence
presented during the district court 'trial, Justice Powell noted that:

Not only are the children consigned to ingnorAce and
-illiteracy; they also are denied the benefits of associa-
tion in the classroom with students and teachers of diverse
backgrounds. Instead, most of the children remain 1.dle, or
are subjected prematurely to physicol toil, coWions that
may lead to emotional and behavioral problems.---1

The State argued that *the stay works minimal harm" on the undocumented
children. To the c ntrary, Justice Powell found that the State's

.

argument that, since ocumenteorchildren have-been out of school for
five Years, an additi al year to solve the problems associated with

J47/these children would cause no further harm "is meritlespon its face.R.--
Justice Powell pointed out that a delay would:

exacerbate the deprivation already suffered and mitigate
the efficacy'of tqlgyei relief (that) eventually may be
deemed appropr4tee----

In reaching hit decision to'vacate the stay, Justice Powell .concluded
that the harm to the undocumented children outwElighs 'the proposition
that the stay is pmpount,*to,avoid irreparable harm to the independentrschoodistricts."--=IFowell pointed opt, however, that if*the opera--,
tion of the injunction would severely hamper the provision of education
to all its stulgs during the .coming year, the granting of a stay would
be justified.*

Thus the United States has taken the position in an amicus curiae brief
that the children of undocumented aliens have a constitutional right to
a free public education as Other children have. Also, it has been
decided in the Federal courts that Texas schools must provide the
children of undocumented aliens a:free public education. The question
is whether this is sufficient,*Federal connection" to warrant inclusion
of children of undocumented Aliens in the- Impact Aid Program; All of
the facts required for informed Commission consideration of this-issuec
were not available to the Commission in the time given it to complete -

its etudy. Thus, the Commission is recommending tO,tille Congress that it b!.,

continue to study this issue.*

325/ In Re Alien Children Litigation, MDL No
Sept, 4, 1980) (Powell, Circuit Justice,

326/ Id:

222/ Id.
328/ Id. 7.:
329/ Id.

330/-Id. 7 -8.

398, slip cp. at 6 (U.S.
1960)
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ATTACHMENT I:

AMR REFUGEE AND UNDOCIDDDITIDtaEN GROUPS
IN THE UNITED STATES: DEMOGRAPHIC CHARACTERISTICS

° . AND PROGRAMS OF FEDERAL,ASSISTANCE

Introduction
Imd

The Commisiion undertook a demographic examination of refugees and
undocumented aliens and a review of the .Federal programs currently
assisting 'those communities. The study examines refugee and undocu-
mented alien populations and their relationships with the Federal
Government.

Data available,on refugees and undocumented aliens are limited. How-
ever, this data does describe the magnitude of ttie influxes, the
demograhic characteristics of theL4our major refugee gibups. an the
undocumented aliens, and indicates the'location of their resettlement.
The following is an overview of the Federal programs available, their
budget and appropriation levels, and a discussion of'five specific
Federal departments (Departments of Agriculture, Education, Health and
Human Service's, Labor, and State) which provide initial resettlement
servicee,,cash'and medical assistance, educational assistance, employ..

. dent and training services, and food assistance programs.

The United Natiims defines a refugee as any person who

'owing. to well-founded fear of being persecuted for reasons
of race, religion, nationality, membership in a particular
social group or political opinion, is outside the country
of his nationality and ismnable, or owing to such fear, is
unwilling to veil himself of the protection of that coun-
try; to who, hot having a nationality and being outside the4

country of'his former habitual residence as a result of
such events, is Byple or owing to such fear, is un ing
to'return to it.--jl

The United States, in-the Refugeat.Act of 1980, has essentially adopted
this definition and expanded it to include those wittaiApeir own

utcountries who have well-founded reasons to fear persecion.

World Refugee222/ U.S. Committee for-'Refugees,
inafter ited as World Refugee,Sdrvey].

332/ Title I of the Refugee Act of 1980, Pub.
94 Stat. 109 (1980) (amending 8 U.S.C. 1101

Survey 32 (1980) (here-
.

L. 96-2412,' S201(a)(42),

(a)).

I
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The U.S. CoMmittee for Refugees estimates in its 1980 World Refugee
Survey that there were approximately 154.9 ,mi&on refugees scattered
thoughout the world at the beginning of 1980.---The survey pointi out
that its count indluded persons who had fled their homelands years ago
and lihose lives are now well-established, although their regal status
has never, changed. The survey,e'stimates that about three million people
included in the above figure no longer require assistance though,
technically, they remain refugees. *

The U.S. Committee .for Refugees alsor timateslhit approximately one
million, or about six percent, of the nearly

334
16
/million refugees werein the United States at the beginn g of 198()e--- The Select Commission

on I gration'and Refugee Policy stated in34p October, 1980 newsletter
that he United States will have paroled---(a total of aRproximately
706,000 refugees, including Cuban/Haitialhgntrants of 1980/ during the

rperiod from 1976' until the end of 1980.---(This represents an average
of 141,200 per year and a rate of 30,5,00 per month during 1980. It must
be nbted,'however, that this total does not include previously paroled
refugees who adjust to immigrant status each year. It also does not
include refugee entries which were made under3pe conditional entry
provision of the Imdigration Nationality Act.---(This provision de-Zed the type and number of conditional visa immigrants who could
entry inthe seventh category of the prefetence system, he refugee
category, and defined "refugee" in geographically Nip ideologically
restrictive terms. A report on refugee policy by the Congressiopal
Research Service 'contains 13075 through 1978 total,for conditional
entry refugees of 38,498. The following tablt shows the Select
-Commission's yearly breakdown of immigratioh totals:

333/ World Refugee Survey, supra note 331, at 33-34. This total, like
all others quoted herein, does not include births to refugees after
arrival. No such figures are available at present.

334/ /d.

.212/ Paroling is the action in which the Attorney General, by authority
of sectidn 212(d)(5) of the Immigration and Nationality Act of 1952
(Pub. L. 82-414, 66 Stat. 166L, allows the admission into the
United State of any aliens in emergency situations or f r reasons
considered to be in the public interest.

336/ Select Commission on Immigration and Refugee Polidyg Newsletter 3
(Oct:1980) (hereinafter cited as New letter]. :-

337/ Title II of the Immigration and Nationality Act of Pub. L.
82-414, 5201(a)(7), 66 Stat. 166; nded Sept. 21, 1961, Pub. L.
87-256,-75 Stat. 527; amended Oct. 3, 1965, POI. L. 89-236, 79
Stat. 922. ,

222/ Congressional Research Service, Library of Congress, Review of U.S.
Refugee Resettlement Programs and Policies, Senate Committee on the
Judiciary 12 (Comm. Print 1980) (hereinafter cited as Resettlement].

I



soilmo

1

U.S. IMMIGRATION, 1975-1980222/
(nUmbers rounded to nearest thausand)

'-Imangrants sugject :o n4rnenoal
tinittallon entering once, tne
sevencategory prevence system

Imrtvgranh.entenng a: invneotale
Xr..XTAX (.iatn03 ano others tzempt from

I j nu-nem:al 1.mnahont
7q1,oxi .

R,,funnesemelingmovo;es:Mus.
tefnre oasza;e of tne =ao0
Rot (7rus cae;on,

eviousy parovad feu res -no .
adjust to onrarrirant Star ,s e.cn -rear )

400,0e0

300,003

424,M0

3-1
XXAXXX
XXXXXX

1.1%ca
XXXXXXX

xxxxxxx t .

XX::XXXX
137,000

`XXX XXX>:

VC:XX),:X

s$19,oco-F

132,000

7,16,000+

135,000

2

XXX XX XX
XXXXXXXX XX XXX X

X XXX X XX
iXXX XXX X

X

x xxxxx
XXXXXX.X I

139000+ I '"4VA4Pi r

XXX5(XXX I.XXXXXXX

XXXX X XX ,XX XXXX X

2:0,140

to
L.

1976 1371 1972 197

* This figure includes about 286,000 numerically limited immigrants and
55,000 admitted as a result of the Silva court decision.
+ Number is based on an estimate.

'Tables compiled by the Immigratitn and Naturalization Service (INS) from
information gathered during its 19$0, Alien Address Program show a total
of 217)551 refugees in the. United States. This information must be
quoted within the context of its acquisition protedure. It is based on
registration by the aliens themselves. Although registration is re-
quired by law,, it is obviously4t am accurate means of attaining total
figures for aliAls. In addition, the registration peribd was January
1980, after which a large number of- refugees entered the United States.
Nearly 125,000 Cubgiivarrived in the United States between April 21 and
November 30, 1980.---1

222/ News etter, supra note 336, at 3.
(340/ uba /Haitian 'Task` Force, Department of ,State, Monthl Entr

Re r for November 1980, at 7 (1980) (hereinafter cited- as C/H
Task Force).

1
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,The,INS total refugee tables 'that inClee breakdowns by State of resi-
dence and country of origiq are useful, nevertheless, not in determining
reliable quantities, but percentages of what can be preSumed to be a
scaled-down whole for the beginning of 1980.. According to these early
INS figues, -three States -- California, Florida, and New Yorkcontain
about'hal'f the refugee population in the United States. The ten States
containing the highest refugee populations are as follows:

!When these INS
State resideni
ranged:

REFUGEE POPULATION BY STATE,
January 1980

1) 'California 60,684
2) Florida 28,772
3) New York 19,131
4) Texas 11,818
5) Illinois 11;402
6) Pennsylvania' 7,616
7) New Jersey 7,272
8) Washington 6,553
9) Mihnesota 5,024

10) Michigan 1 3,94-

(

Source: INS

total refugee figures. are taken as proportions of total
population for 1979, the order of the States is rear-

DEMOGRAPHIC IMPACT OF
STATE REFUGEE POPULATIONS

Refmgee Pop. 1980/
State Resident Pop.

1) 'Florida

2) California

31 Hawaii
4) Washington
5) Orgeon

6), Nevada,

7) Minnesota
8) Rhode Island
u Utah
10) New York

.3247

.274

.2569

.1669

.1515

.1241

.1237
- .1213,

.1.144

.1084

Sources: These figUrescwere calculated by the Commission
.from INS and the Bureau of the Cenqus.

using tables

After Florida, the four States .containing the highest.perceneages,of
refugees io residents are all Pacific States.

3 4
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The United States proposes to admit 217,000 'refugees in fiscal year
1981. The foil wing table shows the breaJcdown by area of origin.

341/
REFUGEE.ADMISSIONS--- ,

Fiscal, Year: 1981

Proposed Admissions 1.

Area of Origin Fiscal Year 1981

Indochina 168,000

Soviet Union , 33,000

Eastern Europe 4,500

Near East 4,500'

Latin America 4,000
Africa 3,000

TOTAL 217,000

Asylum Status Adjustments 5,000

Refugees come to the United States fr all parts of the world. Refu
gees from Eastern Europe, the Near East Africa; Patin America, (lexclud

ing,Cuba and Haiti}-, and Asia (excluding Indochina) were expected to
number 30,200 8y

/
'ills end of fiscal year 1980 and '16,500 by the end of
4.d

fiscal year 1981.----The majority of-refugees currently settling in the
United StAtes originate in three areas: Indochina; Cuba and Haiti, and
the ,Soviet Union. "

Indochina

The term *Indochinese refugees* refers to those whose countries of
°rigid are Vietnam, Laos, or Kampuchea (Cambodia }. Tabulation by
country in this group is not alway done because of the mobile nature of
wartime Indochinese society. Due to the establishment of special
government assistance' programs, however, a wealth cg data exists on the
Indochinese as a whole, compared with other refugee groups.

According to a recent unpublished table by the Health and Human Services-
Office of Refugee Resettlement (ORR/HS$), the, total Indochinese popula
Cion in the United States as of October 31, 080 was 426,633. Nearly
all of these refugees arrived atterAl fall of Saigon in the spring of
1975, when 430,000 were dirlifted---(and some have by now achieVed

341/ Office cf the U.Sr Coordinator for Refugee Affaiis, Department of
State, Report to Congress: P5oposed Refugee Admissions and Alloca
tions for Fiscal Year 1981, table It(Sept. 1980) (hereinafter cited

as Proposed pdmissions FY 1981].
342/ ffice of the U.S. Coordinator, for Refugee Affairs, Department of

etate,and Office of Refugee Resettlement, Department of Health and
Human Services, Refugee Resettlement Resource Book, 9 (Oct. 1980)

343/ Resettlement, supra note 338, t13.
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permanent resident status. The Office of the U.S. Coordinator for
Refugee Affairs .(OCRA) estimates that 416,000 Zndochinese entered the
country under parole or other previsions of the Immigration and,Nation-,
ality Act during the periaA4,xtending from the fall of .Saigon until the
end of fiscal year 1980.-1 According,t6 another unpublished ORR/HSS
table, 166,727 Indochlnete arrived in the United Statesin fiscal year
1980, a rate 4rf 14,000 per month.

'The Indochinese Refugee Action Center, a private organization in 'Wash-
ington, D.C., estimated that there would have been 389,000 Indochinese
refugees in the country as of August_31, 1980, or one for every 566
other inhabitants in the United States. The following table shows that
only Canada and Australia'had lower ratios:

ENLOCEINEgg REFUGEES BY COUNTRY OF RESETTLEMENT345/

Country
,

1979 Est.

Population
(Millions)

'fetal

Through_7
8130/80

Refugees
Per $ Other

Inhabitants
United States 220:3 389,000 1 to 566
Peoples Republic

of Chihd* 950.0 .

.

,

240,000 1

,
s

to 3,958
France 53.4 ' 76,288 1 to 700
Canada 23.7 52,348 1 to 453
Austtalia 14.4 37,756 1 to 380
German Federal

Republic 61.2 '14,013 1

-
to 4,371

United Kingdom 55.8 y,087 1 to 4,292
Malaysia 13.3 2,919 1 to 4,586
Switzerland 6.3 3,273 1 to 1,969
Belgium 9.8 3,447 1 to 2,A 882
Norway, L,, 4.1 3,289 1 to 1,242
Sweden 8.3 2,267 . 1 to -3,608
Argentina 26.7 4,500 1 to 5,933
Taiwan 17.3 '1,000 1 to 17,300
Denmark b 5.1 1,370 1 to 3,642
Italy 56.9 1,365 1 to 41,684
Netherlands I 14.0 N. . 1,980 1 to 7,071
Spain. 37.6, 1,001 1 to 37,600
Zimbabwe-Rhodesia ' 7.2 1,000 1 to 7,100

4*-

* 8hina-accepted 2'30,000 ethnic Chinese frIlm the northern part of
Vietnam, and promised to accept 10,000 more. The refugees were
moved to agricultural settlements in southern China.

1

.

,

The' Immigration and Natukalization Servic1e, as a result of its Alien
'Address Program in January, 1980, provides significantly lower Indochi-
nese"figures: 128,563 refugeed,,,,062 total. These tabulations, like

'3,44../ Proposed Admissions Mil 1.981, supra note 341; at table 1.
345/ ''Indochina Befuge4-Aot.ion Center,)andochina Refugees Resettling in:

All Parts of the World', in World Refugee Survey, supra note 3311, at
16.

4'

44.
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those INS figures on toEal refugees referred to previously, were comr
piled earlier than the above and are based on registration by.the
individual aliens themselves,. not on -entry data. However, the totak
refugee figure is broken down by nationa).ity showing the Indochinese
refugee population to be approximately 71 percent Vietnamese, seven

percent Capbodian, and 22 percent Laotian.

The United State -continues to .xe4bsettle an, average of almost 14,0003/
Indochinese refugees ,per month.-- Refugees usually settle near their
former countrYMen. In the case of the Indochinese, this often means
California, Texas,. Washington, or Pennsylvania-- States which tcontain

about half the Indochinese in the United States. The following is an
unpublished 08R/HrES list of State-^Indochinese population, with the top
ranIsad ten:

U.S. INDOCHINESE' POPULATION/ BY STATE/TERRITORY,01980

_ -INDOCHINESE.

STATE

TOTAL

POPULATION RANK

.
) .

/.

STATE

TOTAL
INDOCHINESE
POPULATION RANK

1),Alabama 2,211 i 29) Nevada 1,875

2) Alaska 4 412 I 30) New'HampshIre 291

. 3) Arizona 2,936 3t) New Jersey 4,062

4) Arkansas 2,665 i 32) New Maxido ' 2,135

5) California 139,067 1 !3) New York 12,451 8

6) Colorado, 7,573 I 34) North Carolina 3,729

7) Connecticut 4,059 1 35) Narth.DakOta 579

8) Delaware 257 i 36) Ohio 6,078.

9) D.C. 3,319 I 371 Oklahoma 6,301

110) Florida 8,655 i 38) Oregon 12,55,2 7

11) Georgia - 4,440 39) Pennsylvania 17,280 4

12),Hawaii 5;881 I - 40) Rhode Island 2,350

13) Idaho- 802 41) South Carolina 1,588

141-Illinois 16,004 I 5 42) South Dakota . 876-

15) Indiana 3,785 I 43) Tennessee 3,335

16) Iowa 7,036 i 44) Texas 37,166

17) Kansas 5,405 45) Utah 5,613.

18) Kenttlicky 1407 46) Vermont ,224

19) LouiSiana 10,511 1 10 47) Virg i-mia 11,945 ''. 9

20) Maine 1 639 I 48) Washington 18,831 . 3

1211 Maryland 4,109 49) West Virginia 417 .

'22) Massachusetts 6;671 I 50) Wisconsin 6,043.

23) Michigan 7,851 j 51) Wyoming - 321 _ r

24). Minnesota 14,418 I 6 1 52) Virgin Islands 8

25) Mississippi 1,352 53) Guam I 379
.
.

26) Missouri 4,315 1 54) Puerto Rico --, 35

27) Montana 1,030 E OTHER Et UNKNOWN 287

28) Nebraska 2,052 [ 1 TOTAL 426,633.

Source: ORR/HHS

346/ Office of Refugee Resettlement, Department of Health and Human
Services, unpublished tables.(hereinafter cited as*OR4/HEIS).

V
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In.terms of demographic impact, the States rank somewhat differently.
The followirig are the-top ten States ranked by 1980 InfR,hinese popula-'
tion as a percentage of total 1979 resident populations---2

OEMOGRAfEIC IMPACT
INDOCEINESE POPULATION

Indochinese Population as Percent
of Total State PopullItion

go z

1). Hawaii 0.6427 -

2) California '0.6128
3) dregon 0.4967

. .4) Washington 0.4796
5) Minnesota 0.3567 (

6) Texas 0.027.7

7) Colorado 0.2732.
8) Nevada 0.2671
9) Louisiana . 0.2616
10) Rhode Island 0.7530

SourceS: These figures were calculated isy the Commission using tables
from:ORR/HES and the Bureau of, the Census.

Tfie,Pacific States currently contain approximately 41 percent of the
Indochinese population in'the United Statsititput only 14 percent of the
total United States resident population.---) As these western States
contain the usual-ports of entry for the Indoctiinete and because the
Indochinese influx began only five years -ago, they probably should-not
yet be considered ultimate 'locatiods'of resettlement. However, a
pattern of secondary migration within'the United qtates is-emerging
which shows that, while Oregon and Havtaii are losing relatively small
numbers, California an0 Washington are gaining substantially and that
/the Alaskan Indochinese refugee population is remaining nearly constant.
The following unpublished table indicates the 'flow of the Indochinese
refugeePopulation within the United States:

S

347/ The District of Cdllumbia, not included:in the ranking of States,
shows a relatively high percentage of fts'population as Indochinese
--Mt percent. This figure may be overstated, however. ORR/HES
assumes that refuge9s record relief headquarters.in the District of
Columbia as their place of residence when they,are in the process
of resettling in Maryland or Virginia.

348/ ORR/HES, supra note 346, Bureau of Cens s, Department of Commerce,
Population Estimates and Projections 6 ( eb.,1980).

3 q
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.

ESTIMAT6 NET SECONDARY MIGRATION (ESM) OF INDOCHINESE
REFUGEES BY STATE, JANUARY 197,2.-- JANUARY 1980

STATE ESMt STATE ESMt
1) Alabama - 300' 28) Nebraska - 450
2) Alaska * 29) Nevada .. - 15U-
3), Arizona - 200 _30) New Hampshire I *

4) Arkansas - 550 31) New Jersey -+.200
5) California + 9,350 j 32) NeW Mexico - 250
6) Colorado .,- 550 31) New York - 950
7) Connecticut - 50 34) North Carolfna - 150
8) Delaware * 35) North Dakota' - 200"
9) D.C.** - 2,650 '36) ohia - 300
10) Florida - 750 37) Oklahoma - 400
11) Georgia - 450 38) Ore ri - 400
121 Hawaii - 700 ( 39) Penns lvania - 30
13) Idaho *

_

40) Rhode Island -. 150
14) Illinois + 100 i 41) SouthCarolina *
15) Indiana .- 300 42) South Dakota - 50.
16) Iowa * '43) Tennesse - 1,100
.17) Kansas + 300 44) Texas ,+ 600
18) Kentucky - 300 45) Utah i - 250
19) Lodisiana - 300 .1. 46) Vermont *
20) Maine .7, 50 47) Virginia + 750
21) MAryland + 300 -48) Washington 1,150
22) Massachusetts + 400 49) West Virginia
23).Michigan + 150 50) Wisconsin + 100
24) Minnesota +.250 /r-51) Wyoming 0 + 50
25) Mississippi ONO2) Virgin Islands
26) Missouri, - 450 1V) Guam - 50
27) Montana - 100 11-54) Puerto Rico'

* Less than 50;
**,..See note 347, supra.

t Estimated net inflow (+) or net outflow (-) of Indochinese from
or to a State.' Derived from adjusted.INS alien registration
data and data on initial resettlement location of new refugees

r

who arrived in the United States during 1979. Figures are
rounded to the nearest 50'. T14 net inflow and net outflow were
approximately 13,800 each. Figures do not add to total due to
rounding.

Source: ORR/HES.

Other States.with large Indochinese populations-that are attracting ad-
ditional Indochinese from within the United States are Texas,
Minnesota, and Virginia. Pennsylvania, New Ydrk, and-Louisiana bawd'.
experienced losses due to secondary migration.

a
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Once_resettled, Indochinese refugees have shown gains in employment and
income relative to thellen4tIrkof, their residency. The following-tables
illustrate this:

LABOR FORCE PARTICIPATION RATE, .--INDOCHINESE REFUGEES---
349/

r of Entr Male Female

as

I.
1

1977

1976

1975

U.S. rate

58.4%
65.5

69.1

78.2

29.6%
34.4

42.9

50.7

350/MONTHLY' HOUSEHOLD INCOME, INDOCHINESE REFUGEES-
. ,

Under

.

f

$200

$/00-399
$400-599 c
$600-799
$800 and over
Unknown
TOTAL

1
i

/par

1975*

2.7%

3.6

4.4 .

41.6
77.6
0.0

of Entry
1976 '1" 1977 '

3.3%

4.1

6.2
15.7

70.2

0.5

4.6%

5.6
15.8

12.4

60.8

o.g
99.9%' 100.0% 100.0%

4r. * The sum of this column is not 100.0% due to rounding.

This evidence seems to support the contention of the Office ofdtke U.S,
Coordinator" for Refugee Affairs that "experience in the country of re-
settlement, a chance to become proficient'in English, and an opportunity
to adjust to American society 101, its economy are constributing factors
to labor force pacticipation."----/

4

Also affecting these figures, however, is .?ir4pparent dichotomy in the
composition of the ,Indochinese refugee population during the years
covered. According to the,ORR/EBS, it is knownk though not yet docu-
mented'; that the current *new wave* Indochinese rgfugees--those, includ-
ing the sg'-called "boat people," who strived after 1977--are generally
less educated ,and of lower financial strata than their predecessors.
Many have nQJ- 1fansferable Sob experience and little exposure to Western

---urban life. -/ /Correspondingly, it could be assumed that a lower,per-
9entage 'of the recent Indochinese refugees are conversant in English.

212/ Social Security Administration (SSA) and Pffice of Refugee Affairs,
Department of Health, Education, and Welfare, Report to Congress:
Indochinese Refugee Assistance Program 6 (Dec. 31, 1979) (herein-
after cited as Assistance Program).

212 Id. 7:

212/ Proposed Admissions, FY 1981, supr.;.note 341, at 35. .

352/ U.S. Refugee Programs:AHearing Before the Senate Committee on the
, Judiciary, 96th Cong., 2d Sess. 336 (Apr. 17, 1980) (statement of

the Inspector General, ,Depertment-of Health, Education, and Welfare
on the Indochinese Refugee Assessment).

OP'
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The following tal4pa were compiled by the Commission 'frog
gathered during April, May, and June, 1979, on 1,608 Vietnaiese, 814
Cambodian, and 1,117 Laotian refUgees who were admitted to te United
Stites throughiDecember, 1977. The first shows the perdentagein each
group of refugees who understand English."

,

ENGLISH UNDEASTANDING,'INDOCHINESE4BFUGEE.031
t Age 16 and over

Vietnamese* Cambodians Laotians*I
\Not at all 11.5% 11.3% 16.0%

Sote 59.8% 69.9% 59.2% i

Well 28.8% 18.8% 24.7% j

* These figures do not add to 100.0% due-to rounding.

-./
The Laotian group contained the highest percentage of refugees who did
not understand English at all. The .Vietnamese group contained the
highest percentage of those who teportedly understood it well and the
Carbbodians had the lowest percentage oethose who did not.

.
(.-

Other results df this survey indicated some of the economic effects of
,tese levels of English proficii.ency. These are summarized in the
following three tables:

I
ECONOMIC EFFECT OF ENGLISH PROFICIENCY, INDOCHINESE REFUGEES

(weighted percentages)

VIETNAMESE
354.

1 Understand Englikh (%)
Not at all Some Well

-.Labor Force Participation I 33.0%
(Unemployment Rate*
Earn $200 oe more/week+ 26.4

11.7

56.1% 61.3%
2.9f- . 2.7

41.6 48.7

Understand English
Some

(%)

Well
,

CAMBODIAN
355

( -Rot at all
Labor Force Participatidn 4.1% 70.4% 69.3%
Unemployment Rate* -- 17.3 I --

Earn $200 or more/week+ 22.2 4 36.8 41.8

.

* The seasonally-adjusted unemployment rat in the United Stabies for
Nay 1979 was 5.8 percent according to the Bureau of Labor Statistics
(BLS), Department of Labor.

+ The lapor force participation rate in the United ,Stites for May 1979
was 63.5 percent, according to the BLS.

/ 2
2j2/ Refugee Task Force, Department of Health, Education, and Welfare,

Seventh Wave Report: Indochinese liesettfement*Operational.Feedback,
fable 5 (July 10, 1979) (hereinafter cited as Seventh Wave Report).

354/ Assistance Program, supra note 349, at 7.
355/ Seventh Wave Report, supra note 453, tables 4, 15, and 5. 'F.

/v"r-
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'Understand En lish (%),
LAOTIAN

356
' Not at all Some Well

Labor Force Participation 12.4% - 56.3% 66.6%
Unemployment Rate* -- 2.6 2.3
-Earn $200 or more/week+ 24.2 41.2 __.

* The seasonally-adjusted unemployment rate in the United Sttes for
May 1979'was*5.8 percent according to the Bureau tof Labor Statistics-
(BLS), Crepartment of Labor.

+ The-labor force participation rate in the United States for May 1979
was 63.5 -percent, according to the BLS.

A direct effect on wages by English proficiency is shown in these
tables, 'as well as. the degree to which lack of th-glish-undeestanding
ability inhibits labor force participatiOn., 'Of the Indochinese not
seeking employment,_ 21.2 percent of the Vietnamese, 8.2 percent oft the
Cambodians, and; 22.3 percent of the Laotians .cited/ English* as.
their primary reason'for not doing,so. _

A thorough study by the 0,142/IISS of the sociodemographip characteristics
;of refugee populations is in progress. , It. is presently known that the
Indochinese refugee tends to be younger than the average United States
resident. As of -January 1, 1980, 37.0 percent of the'Indochinese
refugee population waS'under,the age364/18 years' and 31.2 percent. of the
total was from six to .17 years old.---/When the later figure.is applied
to the WEBS Indochinese 'populatibn total of.-426,633, a schoglage
Indochinese population of 133,189 can be estimated for the end of
October, 1980. In comparison, 28.4 percent of the United States popula-:.
tion

lbd
in
/ 1979 was under. 18 and 20.0 percent was from six to 17 yeais of

age.---

Levels of education and of familiarity with English also vary greatly
within the second vw/e. Accordingto OCRA;' it is evident that a number
are illiterate, many are nonconVersant in, English, land that often the.
Indochinese/refugee citild haS experienced, long periods of interruption
in his or her schooling. Special, educaaonal problems result. In
addition, the lAtest group'p concentration in the ten to 16-- year -old
bracket' will cause these children td be intryduced tos59the.American
-educational syttem in the centei of the K-12 progression.---

Cuba

The INS Alas listed a total of 669:10 Cuban arrival's -from ,January 1,
1959 to September 30, 1978. The f011owing is a breakdown of thA figure

-
by period of entry: " .

,
- -,.

-

4

221/- Id.. -

s). 3,57j. ORB/HHS, supra note 34e.

.22/ Bureau of 'the Census, DepartmenKf CtIperce.
359/ Proposed Admissid6, Ft 1981,`pupra note 341, at 32-33.
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CUBANS ARRIVED IN TgE UNITED STATES,
JANUARY 1, 4959 - SEPTEMBER 30, 197,

_Januark-June, 19,59 26,527

Year ending ,June 30/ 1960 60,224
le 1961 t '49,961

, 1962

1963

, 78,611.
42,929'

1 1964
.

15,616
1965

1966
a 1967..

w .

-.°

t/

iv.

16,447

46,688
2,147

Year ending. June 30, 1968 55,945
1969' .52,625

. 1970 49,545
f971 5'0,001

1972 23,977
1973 12,579

T974 13,00
1975 814818

-19/6 4,515
1976* 1,439

Year ending,Sept. 30, *977 3,104'
1978 4,108

TOTAL 669,151

* Transitional quarter.
Source: INSr

AV'

OCRA provides a figure of 700,000 for the number'of those who kgp Cuba
for the United States priot to the 1980 wave of immigration. /It is

. estimated in a replort by the Congressional Research Service that,betm
1959 and 1971, 10,000 to .20,000 of these 700,000 returned to Cuba,p---
The 1980 influk accounted fortibproximately an additioni12125,000 Cubans
during the period from April 21 to the end of November. ---/These 4guree
indicate a radke of 805,000 to 815,000 Cuban entrants siN51959: °pm
puts the total overithe past two decades at over 900,000. '-

The amount of these 805,006 to 900000 Cubans that can be designated
4vroperly as refugees is unknown. Thousands who entered as refugees
h4ve, in their years of residence in the United States, so established
their lives that they no longer reglairefugeg assistance, Althou
they remain refugees in a legal sense. There are no accurate fi4uree

360)' Office oftheoU.S. CoordinatOr for Refugee Affairs, Department of
State, Overview of World Refugee Situation 59 (A4:1980) (herein-

- . after cited as,Overview].
162 Congressional Research Service, Library of Congress, World Refugee

Crisis: The International Community!s Response, Senate Committee on
the Judiciary, 212' (Comm. Print 1979) (hereihafter cited as World
\Refugee Crisis].

212/ C/HiTask'Force, supra note 3410, at 7.

212/ Id.'2. 0

211/ World Refugee Survey, supra note 331, at 32.

4
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available on Cubans 1Whodo require such air. Of the Cuban aliens
recorded by.the'INS34&gen Addiess' Program January, 1980, however, ,
1.2 percent -- 37,503---- as refugees. Adding thi's ,figure

plEb*tharkpril'through November total of nearly 125;000 results in a
, cUrrent'Cdban refugee total of at least 162,503.

.

Florida was the State,ofjnitial resettlement for 87.6 perCeht of the
Cuban refugees' who arrived during ftscal. year 1979 and fis 1 year 1980,
according to unpublished ORR/HHS tables that are incomp et .for 1980.
California, with S.6 percent, and New _Jersey, with 3.5 perc n were
second and third., The following is a ranking of States and territories
by percentage of total diabinireiugee population as'recorded in the 'INS
Alien Address /Program, January, 1980, indicating some movement'of the
Cuban refugee population away from Flordia:

'OA

CUBAN REFUGEE POPULATION

1(Florida 60.6%
2 ,New Jersey 11.2
3) California 8.6
4) New York , 7.3
5) Puerto Rico 3.1
6) 4llinois 2.5

Source: INS

If Florida's percentage in the above table can be applied to the previ-
ously estimated Cuban refugee Minimum of 162,503, an approximate*Cuban
refugee total of 98,477 could be determined for the State, which
wouldreprmepts 1.1 percent of Florida's 1979resident population of
8,860,000. /In

comparison, the State most highly impacted by total
refugee and non-r*Fee Indochinese population--Hawaii--has a ratio of

-approximately 0.6.---=

In their November report, the Department of State's Cubah/Haitian Task

te
Force e timated that about 18 perbent of the 1980 entrants were under 18
and 12 rcent were in e'5-17 age group. The3ggFcentage of children

e0-01 was said to have ris dily from mid-May.---/A recent influx of
v approximately 15,000 ge Cuban refuge children can be derived by

'applying the 5-17 bracket rcentage to the mboatlift" total of 125,000.
. The Task Force's August report notes low levels.of proficiency in

365/ Immigration and) Naturalization Service, :Department of Justice,
s Alien Address Program unpublished tables (Jan. 1980) (hereinafter
cited as IND.

366/ Bureau of the Census, Department of Comthercp.
2E/ See table p. 349, supra.
212/ C/H'Task Force, supra note 340, at 13.
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English and of "educatiog among 110,313 of the 1980 Cuban entrants: two
percent to five percent were estimated to speak English and the average
education was estimated to be 5th toAth grades. The occupational back-
ground of these refugees, approximately 54 percent of whom were Miig9
aged 18 through 59, was theaght to be'yrimarily in manual labor.

'

/

(1,=-____,

Haiti

- .

/
There

31u
.xere 223,000 to 32540 Haitians in they United States in mid

/
1979r--- according to a Senate Judiciary CaNttee report, though only
22,672 registered as aliens ingapuary, 1980.---/New York City contained
200,000 to 300,000 Haitians,---/by far the largest portion, equaling
1.1 percenhip 1.6'percent of the State's'1919-resident population of
17,648,000---/Aiami had,8,000*to 10,000 Haitian residents pi/approxi-
mately 15 0 others were lObated elsewhere in the country.----/Ap addi-

0 tional 1 0.0D Haitians are Own to have arrived during the first half
alv

of 1980r--- at least 1,5607-=/of whom can be added to the Committee
Repoit's Alami figure. Of the 8,000 Haitians apprehended between 1941
and the begir4ing of 1980 for.illegal entry, 550 have been deported.---=

* . ,

Information on 'the characteristics of the Haitian alien population is,
at the moment,- limited ,to that gleaned frqm preliminary evaluation of
data compiled on the 1980 entrants. The Cuban/Haitian Task Force of the
Department of State, which is currently analyzing this data, has stated
that these Haitians'are mostly single males between 20 and40 years old.
Females make up 20 to 25 percent of the total.

Miami's Community Action Agency, one of the sources for the Cuban/
Haitian/Tisk Farce's information, has records of 10,343 Haitians who
arrived from April 17 to November 28, 1980. iales'16 to 43-years of
age made up about 80 percent; males under 12 years of age made up
approximately eight percent.,( Approximately 95 percent of the Haitians
surveyed could neither read nor write English, 95 to 98 percent were-
thought to have been laborers in Haiti, and the average level of educa-
tion, according to the CAA, was second to fifth grades. '

369/ Cuban/Haitian Task Force, Department of State, Cuban Entrant Data
Report 2 (Aug,. 1980).

222/ World Refugee Crisis, supra note 361,'at 218.
371/ INS, supra note 365.
372/ World Refugee Crisis, supra note 361, at 218.
373/ Bureau of the Census, Department of Commerce.
374/ World Refugee Crisis, supra note 361, at 218.
375/ Overview, supra note 360, at 54;
22s/ Office of the U.S. Coordinator for Refugee Affairs,,Department of

State, Report to ihe'Congress Regarding Cuban and Haitian Entrants
17 (Sept. 1980). .

222/ John Tenhula, "Boat People" Flee Haiti to U.S., in World Refugee
Survey, supra note 331, at 52.
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The Council of Jewish FederatfOns, in unpublished ORR/HSS tables, has
totals of. 25,034 and 21,027:gbviet Jewish refugee arrivals for fiscal
years 1979 and 1980. The Hebrew Immigrant 'Aid SOciety (HIAS), which
assists nearly all the Soviet Jews entering, the United States, has
stated that 14,568 arrived piring_the first nine months of 1980. The
following table lists the totals of HIAS- assisted Soviet Jewish
refugees from 1975:- -

1975 5,250
1976 5,512
1977..., 6 842
1978 12,265
1979 28,794

'Sourde: HIAS

The World Refugee Survey 'shows .4i750 Soviet Armenians in the United
States at the beginning of 1980, though its count of only 30,000 Soviet
JeWil7ipfugees may indicate that these are actually totals for 1979
only.--...The INS Alien Address Program, tiStes have a total of 13,725
Soviet refugees in the country in January 1980.

Soviet refugee admissions for fiscal year 1980 were expected to b9 about
30,000, according-to'OC19)Which has proposed that 33,,000 be admitted .

during fiscal year 1981.-- Soviet authorities, howevericare apparently
putting tighter' restrictions on edigratioh.' A November 19; 19,80 mtws
dispatch indicated exit visas were being issueimp half 'the rate Id
'1979 when 50,000 people were allowed to emigrate.---1

A representative of the Tolstoy Foundation, which assists Russian
refugees, has'stated that most wish'to be settled in specific urban
areas and that usually ,pis is done. Soviet Jews favor New York City,
Chicago, Los Angeles, and San-Prancisco, while Soviet Armenians prefer
Los Angeles, Of the Soviet JewishsrOugee arrivalhIn fiscal year 1980,
according t9 the Council of Jewtlh Federktions,---144.2 percent ini-
tially settled in the State of New York, 'MI/ percent in,California,
and 8.1 percent in Illifio4s.

4

Almost half of the'SoNti Jewish refugees assisted by HIAS in 1979 were
21 to 50 years old. .Those under the age of,21 constituted 26.8
percent, 14.7 percent were under 11, and 8.3 percent were in the six to
ten-year-old bracket.

378/ ace Leimsidor, Hebrew Immigration Aid Society, 'Refugees Leave
Soviet Union, in World Refugee Survey, supra note 331, at 36
(hereinafter cited as Leimsidor).

379/ Proposed Admissions Fi75ii-7717Pra note 341, at 7.
Ay WashingtorrPost (Nov. 19, 198 ).
Al/ ORR/HHS, supra not 346.
382/ Hebrew Immigrant Aid Society, Analysis of HIAS-Assis USSR

Arrivals in thee United States-January 1 - December 31, -1979,
unpublished (hereinafter cited as HIAS 1979 Analysis).
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Soviet Jewish refugees in general" tend to be better educated than the
recent Indochinese, Cuban, or Haitian entrartt. According to HIAS, the

most distinctive aspect of this migration may wellJoiine
/
the high educa-

tional level of both men and women family members."---r Forty percent of
the Soviet Jewish refygl's ofworking age are estimated by HIAS to havb
university educations---(and 38 percent of the 1979 HI ZS-assisted Sovi-
et Jewish-arriMals were listed under the occupational headings of Pro-
feisionals,*

3
"Znnineers," "Technicians,* or "White Collar" a recent
dbf

data analyis..-7-

Undocumented Aliens

Illegal alies, now more commonly referred, to
wete defined in a June, 1977, House Judiciary C

as "undocumented aliens,"
ommittee report:

Illegal 'Aliens are persons of foreign nationality who have
entered the United States unlawfully': or who, after legal
entry, have -violated the terms of their admission, gen-
erally

86
by
7
overstaying and/or accepting unauthorized employ-

0

This definition is followed by the statement that no reliable estimates
are available on the, total illegal alien population in the United
States. Such an opinion, is echoed in a background' apex for the ,study
of the undocumented alien problem by the Seledt Commission on Igimigra-

rtion and Refugee PolicY: 0-1

No (data on the number and types of all illegal- wor
exists; estimates of the size of the illegal popu
contain large errors Ind do not permit sufficient regi

\

disaggregatioll'for multiva iate cross-sectional ,analys
no annual ti/series on-the total illegal migrant popul

. tion exists.---1

kers]
Iton
nal

is;

a-

A special paper on illegal residents in the United States submi
the Census Bureau on January,31, 1980,to the Select Commission en
"Preliminary Review of Existing Studies of the Number of Illegal
dents in the United States,".contained the statement that "then
currently no reliable estimates of the number of illegal aliens in
United Sh4tpes or of the net volumeA/illegal immigrants to the-Uni
States in any recent past period."---Similar statements were repea
in every relevant document reviewed by the Commission.

tted by
titled
Resi-

are
the

tS,A.

Cid

383/ Leismidoi, supra note 378.
lay Id.
385/ HIAS 1979 Analysis, supra :tote 382. -

386/ Congressional Research Service, Illegal Aliens: Analysis and Back-
,ground, House Committee on the Judiciary 1 (Comm. Print June 1977)
(hereinafter cited as Illegal Aliens).

387/ Select Commission on'Immigration and Refugee Policy, The Economic
Impacts of Illegal Migrants 5 (unpublished)`.

388/ Jacob S. Siegel, Jeffrey S. Passel, and J. Gregory, Robinson,
Preliminary Review of Existing Studies of the Number of Illegal
Residents in the United States, Bureau of the Census, Department
of Commerce 2 (Jan. 31, 1980) (hereinafter cited as Siegel).
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The Immigration and Naturalization Service is the ultimate source'of
most data on. undocumented aliens. The reasons INS figures are nit very
useful, according'to the Ouse Committeereporti are that offenses are

11
rebord'ea--not offenders; the figures are apparently a function of INS
funds and manpower; and-because these funds are limited, the numbers
reflect INS enforcement priorities. One example of how the INS totals ,./ can be distorted by these factors is thai because the INS maintained no
overnight facilities foi women at least cafe as 1976, INS agents were

t-t iusupllylreluctan o apprehend them. other is the' INS force_ con-
____ cen'tration on the Mexican born beca e of the priority of entry

preventioi.

'
The authors ,of the Census Bureau%s 'Preliminary Review' termed. INS°
estima.teS of 8.2 million illegal residents in the United States in 1975

. and six :billion in 1976, 'iterative informed -guesswork"- and "synthetic
- speculation,' respectively. INS gg imates ranged from one to .12 million

in the period from 1973 to 1,976.---- The INS itself is the fi st to emit
that scich data is, to slime degree, educated ,speculation, in 1978

. began a Residential Survey of the foreign -born population i order to.
gather 'harder" data. The results of this survey are not .yet avail-
able. The authors of the 'Pv4liminazy Review' offer 'cautious spec-
ulation" of their own that the total number of illegal residents in tge
United States in 1978 'is almost certainly below 64 mg3;on, and may
be substantially less, possibly only 3.5 to 5.0 million.'---I

The f011owing INS table presents yearly illegal alien figures from 1961
to 1980: -

DEPORTABLE ALIENS LOCATED, YEARS ENDED JUNE 30,
1961 -1976 TRANSITION QUARTER JUIZ7SEPTEMBER 1976,

AND YEARS ENDED SEPTEMBER 304', 1977-1980

Deportable--
. 'period aliens located*

1961-1980 .9,927,648
1961-1970 '1,608,356

1961 88,823
1962 92,758
1963 88,712
1964 86,597
1965 110,,371

t 166 138,520
1967 161,608
19Ag 212,051
1969 .1283,557
1970 3i5,353

The 1960 figures are for.total deportable aliens
located, including crewman violators.

232/ Illegal Aliens, supra note 386, at 3.
390/ Siegel, supra note 388, at 19. These and other estimates by Siegel

are not official estimates of the Bureau of,the Census.

ry



,DEPORTABLE ALIENS LOCATED, YEARS ENDED JUNE 30,
1961-1976, TRANSITION QUARTER JULY-SEPTEMBER 1976,

AND YEARS ENDED SEPTEMBER 30, 197/-1980

(continued)

Deportable
Period aliens.located

1971-1980 8,319,292
1971 420,126
1972 505,949
1973 655,968
1974 788,145
1975 766,600
1976 875,915
1976* 219,618
'1977 1,042;2151
1978 1,057,977
1979 1,076,418
1980 910,361

Transition quarter.

Source: INS.

The alien apprenhensions in, 1975, indicated' by the preCeding
766,600were almost twice the amount of legal 'immigrants that year.---f

The origin of most aliens apprehended by the INS is_ Mexico. A report
published in 1975 by Lensko Associates,,under contract to the INS,

/
esti-
svmated the illegal Mexican resident population at about 5.2 million.- -

Most Mexican undocumented lif9ns are believed to be Iodated in the
southwestern United States.--1The following tables reflect the degree
to which Mex.icans constitute a majority of the aliens rehended and
the origins of the 'others: .

DEPORTABLE ALIENS 14:..ATED, FISCAL YEARS 1975 -1980

Total Mexican
Mexican as per-
cent of total

.766,600" 680,392 . 89

19 6* 875,915 781,474 89 ,

1976 219,618 198,553 90
1977 1,042,215 954,778 a2- v.

1978 1,057,977 '976,667 ', 92 b,
_

1,076,418 998,830
1980 910,361 1 817,479 '90

* Transition quarter.

222/ Ille9aI Aliens, supra note 386, at 3.
392/ Id.
3 22/ Siegel, supra note 388, at 17.
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qtPORTATIE'ALIENS, BY NATIONALITY,

NATIONALITY

FISCAL YM6,1980

NUMBER LOCATED
All countries 9104361
Europe 10,712
Greece ! 1,793.
Italy 1,453
United Kingdom 2,089
Other Europe 5,377

Asia 23,157
China 1,599
Philippines 3,766
Other Asia 17,792

North America 860,344A
Canada

-01k 6,769
Mexico 817,479
B.W.I. and Beltze 1,848
Dominican Republic 3,080
El Salvador 11,392
Guatemala 3,785
Other North America

South America
15,591

8,757 r

Colombia 2,737
Eduador 1,348
Other South America 4,672

Africa 2,523
Other Nationalities -4,868

Source: INS

It must be reiteratO that the INS figures ie these tables ate actually
numbers of apprehensions; thus there is the possibility tht these num-1

Ibersma_yreflectMultiplecountsofsinglealiens.Also, INS enforce-
iment focuses on the Mexiun border. The authors4, of the *Preliminary

.Review,* after studying up figures and the half dozen undocmented alien
stud* and analyses conducted throughOut_the 1970's, concluded tat *it
does Aot appear that there is a substantial amount of permanent movement
of ill4ks to the United States from .Mexico.* They argued that the
seasonal return flow to Mexico is almost as large as the flow to the
'United States. In other words, illegal Mexipad aliens who are statisti-
cally indicated as being in the United States ons what is implied te...4p a
permanent basis are, in fact, unlike most non-Mexican' undocumented
aliens, not always in the United States. They are migrants tecorded as-
residents. The authors of the wPreliminafy Review* estiMAe the Mexican

illegal resident p9pulgtign to be *almost certainly less than 3 million*
and possibly only 1.5 to 2.5 million.

/

*According to a 1976 undocumented alien datisummary by North and Hous-
taunt-Mexican illegal aliens3iwusually recorded as adult males with an
average age-of 27-28 years. ---- another study prepared by North and

,.

394/ Illegal- Aliens, supra note 386, at 12.

I
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Houstoun for theDepartment of Laboi in 1976i
1

as-well/as in'studies by
Dagodag in 19751 and Reichelt and Massey in 1979., about 719Rercent of
illegal Mexican migrants are malas 15 to 44 years, of age.---el(The low
percentage of women can, perhaps, be partly explained-by thetpreviously
mentioned lack of INS female dentention.facilities.) In. their Depart-

,
ment of Labor study, North and Houstoun estimates an average of'4.9
years of schooling for the Mexican and that 76.4. percent did not speak
English.

39/
4

The non-Mex,ican component of the the illecialiresident population,
according to the 'Preliminary Review,"--aomes_primarily from Haiti, the
Dominican Republic, and South America. , Secondary sources are Asia,

pa ticularly the Philippines, and Africa. The previously noted estimate
a total Haitian population of 223,0010 to 325,000 compared with the

S 1980 Alien Address Program figure of only 22,672 Haitian alien
registrants seems to. reinforce the findings in the 'Preliminary Review'
that Haiti i a priMary source of'1 illegal aliens in the United States.

Most non-Mexican undocumented alien ,refidents, it is. believed by the
authors ofi the 'Preliminary Review,' enter the United States with legal
status and violate'the time limits of their visas or enter with fraudu-
lent documents. They very tentatively estimate the number of non-
Mexican fraudulent entrants combined with the undocumented aliens who
ente;ed without inspection Jay the INS to be lets than a few million.
The number of those non-Mexicans who haveavers toyed. or otherise
violated the terms of their visas are estimatedlo 'number in the
millions,' 'depending on the definition of,,. visa violation. These esti-
mates indicate that the non-MexiCan illegal aliep-pcpulatiOn makes alp a
larger share of the total. illegal_alien_population than is commonly
believed. The authors offer the statement that-*;T:non-Mexican'illegal
immigration may add to the permanent resident population to a far
greater extent than the Mexican migration flows. "--

Most non- Mexican undocumented ali 3g57 believe-d to be located sin the

urban areas, of the Midwest and East. ---yhe demographic characteristics
of Haitians in the United States havealreaay been noted. Limited in-
formation exists on,the other groups. The North-Houstoun Department of

'Labor study contained an estimate that non-Mexican Western Hemisphere
undocumented aliens had an average of 8.7 years of schooling and that
53.2 percent did not speak English. Eastern Hemisphere undocumented
aliens had a average of 11.9 years of formal educdtion and 16.2 percent
did not Speak English. TETi same study'showed-that noaL-Mexican undocu-
mented aliens tend to enter the United States with their families wl;ia
Rican undocumented aliens tend_to enter without their families.---1

395/ Siegel, supra note 388, at 15.
396/ Illegal Aliensfsupra note 386, at 11.

4 397/ Siegel, supra 4Ote 388, at 17.
ligi! Illegal Aliens, supra note 386, at 13.

so%
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Overview of Federal Assistance to Rqugees and Cub1n/Haitiah Entrants
'

In the first nine months of, 1980, approxi6ately 126,000 Indochinese,
125,000 Cubans, 15,600 Haitf1ns, and 14,500 Soviet Jews arrived in the
United States. These, the major refugee groups in 1980, total 280,500.
For fiscal year 1980, an additional total, of 30,240 refugees were ex-
pected from elsevihere in Latin America, Asia, Eastern Europe, the Middle,
East, and Africa: Admission levels proposed by the Office oE'the U.S.
Coordinator for Refugee Affairs VACIP49 for fiscal year 1981 indicate a
continuation of the 1980 IndoChintse resettlement rate of 14,000 per
vonth, for a total of 168,000. The proposed refugee figure for the
Soviet Union is'33000. Levels for other areas bring the total proposed
refugee admission level to approximately 217,000.

(

The Refugee Act of Ivo, Public Law 96-212, 399/contains a comprehensive
framework for 'developing refugee policies, procedures and programs in
the United States. Secti.14,301(b).(1) through (9) of the Refugee Act of
1980, Public 'Law 96-212,---testablishediand directs the Office of the
U.S. Coordinator fotRefugee Affairs to:r-

1) provide overall United States refugee policy;

2) coordinate international and domestic admission and resettlement
programs; .

1

3) design the overall refugee budget ,strategy with policy guidance to
Federal agencies;

4 present the administration's refugee policy and its relationship to
Federal .agencies' budget reque5ts to the Congress;

5) advise tePresident, the Secretary of State, the Attorney General,
'arid the Secretary of Health and Human Services on the relationship of
the overall refugee policy to the admission and resettlement of refu-
ge0,4n the United Stailes$ .

6) represent the Unkeed States to other governments and international
organizations concerldr74 the refugee issues;

7) act as a liaison between the Fedeial Government, voluntary reset--
tlement agencies, governors, mayors, and others;

8) rdIslommend to the President Federal priorities concerning the admis-1
si6n of refugees;. andP,

1.
9) 'review Federal regulations, guidelines, requirements, and pro-

. cedures.

((
399/ Refugee Act of,1980, Pub. L. No. 96-12, 94 Stat. 102-118 (amending

22 U4S4C. 52601-2605 (1975)).
400/ Refugee Act of 1980, Pub. L. No. 966212, 55301(b)(1) to 301(b)(9),

94 Stat. 109-110. I

,)
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Although the RefUgee Act of 1980 established the framework for selecting
groups `of refugees abroad for admission to the United States, the Act
did not take.into account the massive and uncontrolled influx of Cubans
and Haitians to the shores of Florida beginning in April /1980. Approx-
imately 140,000 Cubans and Haitians.have entered the Uni 4d Stales. The

fCubans and 'Haitians who arrived in the 'boat lift' ., ere by law un-
documented aliens seeking asylum in the United States. The Federal
Government requires a strict examination for those persons seeking
asylum, including a case-by-cairieview of each applicant seeking
asylum. The Cuban and Haitian arrivals were left .fn limbowithout the
proper overseas processing and valid documentation which presently
:exlltis as the Federal mechanism for.screening asylum applicants: As a

t, the Cubans and Haitians were ineligible for Federal assistance,
and, by present standards for granting asylum, were preventE'd from
qualifying for admission under that category. The Administration sought
a balance between protectingthe lives of Cubans and Haitians and
enfbiting standing immigration laws.

Pending permanent legislative solutions, t Administration, on June 20,
1980, announced that the parole of Cuban and)Haitians who arrived in
the United States between April 21 and June 19, 1980, and whose asylum
tequests were pending in INS proceedings, be renewed for six months.
The'Cubans and Haitians would be eligible for Federal assistance such as
Aid for Families with'Dependent Children (AFDC), Medicaid, and Supple-
mentary Security Income (SSI) under the entrant status.

For fiscal year 1980, the Administration requested a supplemental appro-
priation of $385 million to provide fund's for processing, maintenance,
transportation, initial relocation, health, and education. The actual.
fiscal year 19-80 supplemental appropriation was-$346 million.

Ambassador Victor H. Palimeri, appointed by the President to the post of
U.S. Coordinator for Refugee Affairs, chairs the Interagency Committee
for Refugee Affairs.' The Committee 'consists of representatives of all
Federal agencies involvedAn, and responsible for, the domestic refugee
.programs. Those agencies are the Departments of Commerce, Defense,
Education, Health and Human Services, Housing and Urban Development,
Justice, Labor, and State, as well as representatives from the Central
Intelligence Agency, Domestic Council, Office of Management and Budget,
and the National Security Council. Table I gives a budget overview of
all refugee assistance which is expected to amount ,to a total of $1.4
billion in fiscal year 1980. The estimated costs of refugee assistance
in fiscal year 1981 for eachTederal agency program (as shown in Table
II) are projected to-,be $1:6 billion. The budget for the office.of the

U.S. Coordinator fo Rguee Affairs in fiscal year 1980 and 1981 is

approximately $550,0 0 --21

401/ Office of the U.S. Coordinator for Refugee Affairs.

407.



TABLE I

FISCAL YEAR 1980 BUDGET OVERVIEW

PROJECT* COSTS OPREFUGEB ASSISTANCE
;

(in trillions 06) '

. \
Indochinese Resettlement $212
Soviet, Eastern European and Other Resittlement 62 -
FY -1980 Cost of FY-1980 Rtfugee Admissions- -BBS 244*
Estimated Cost of Food St4mps for FY-1980 Admissions 50*

a

SUBTOTAL $568

PROJECTED COSTS OF TIAN ENTRANTS
4

(in millions f $) /1

Processing, Transportation, and Cara and intenance $346
Resettlement 39
State and Local qpvernment 100

0'

SUBTOTAL

U.S. CONTRIBUTIONS TO INTERNATIONAL REFUGEE RELIE

(in millions of
01,4

$).*

Indbchina Assistance $ 50
Kampuchgan Famine 117
Africa 55
Middle-East 22
United Nations Relief and Works Agency 52
Food for Peace (estimate)

1 00
Other 10-

SUBTOTAL $406

TOTAL $1.459 billion

* The cost will be approximately twice this in fiscal year 1981 since
refugees admited in fiscal year 1980 will be' receiving .pervices for
the entire fiscal year. __J.-t

2
Source: Office of the U.S. Coordinator for Refugee Affairs
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TABLE II

ESTIMATED COSTS OF REFUGEE ASSISTANCE'IN FISCAL YEAR,1981
(in millions $)

8

COST FY 1981 TOTAL FY 1981

FEDERAL AGENCY PROGRAMS 402/
COSTS

Department of State:
Care and Maintenamof

Refugees Abroad---Y 169.00 169.00
Admissions Processing. 14.75

k
Transportation to U.S. 132.40 132.40

* Initial Reception and
Placemt Giants 105.95 105.95

Administrative and bperati9nal 5.00 5.0
Other International Programs 0.00, 105.20

Subtotal 427.10 532.30

Department of-Health and Human Services:
Office of Refugee Resettlement (ORR)1 -r

Cash Assistance 60e60. 269.40
Supplemental Security IocOme

(State Supplementation) (1.30) (5.00)

Aid to Unaccompanied Minors (2.00) (4.8d)-

Medical Assistance 20.50 139.40
, Social. Services 70.40 93.7d
State Administrative Cup
Educational Assistance=--f

11.30

19.50
4R.60
44.30

Voluntary Agency Program (Aid to
Non-Cuban, Non-Indochinese) 26.00 26.00

Preventive Health . 4 7.80 7.80
Center for Disease Control (3.00) (3.00)

Health Service Administration (4.80) (4.80)

I

r

402/ The 1981 appropriations now pending before the Congress will
provide funding for the admission-of 210,000 refugees to the United
States. The Administration will attempt to meet any additional
costs associated with the revised admissions for fiscal year 081
by reprogramming. If necessary, the Administration may have to
seek supplemental appropriations.

.4422/ This figure may overstate,the cost of care and maintenance for ref-
ugees resettled in the United States in fiscal year 19814 since it
repesents llnited States contributions to igkernational and private
organizations whose caseloads also include refugees not destined
for the United States. However, in some areas such as Southeast
Asia, the majorityof the
States, yet third- country
the budget for the Office
for 'Refugees.

Aoy Administered by Department

refugees resettled leave for the United
contributions accou4 for 70 percent of
of the United NatiOhs High COmmisiioner

of Education.
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TABLE II (dont.)
a

ESTIMATED `COSTS OF REFUGEE ASSISTANCE IN FISCAL YEAR 1581
(in*millions $)

FEDERAL AGENCY PROGRAMS

COST FY °1981

'ARRIVALS

TOTAL FY 1981

COSTS

Dept. of Health & Haman Services (cont.).

0.00

0.00

12.00

44.80

Applicants for Asylum
Federal AdministratiOn
Cuban Phasedown Program

,subtotal 225.20, 693.60

MAI to Families With Dependent Children , 9,20 41.00
Supplemental Security Income (Federal) 3.90 17.40
Medicaid 6.00 26.50

Other HHS Subtotal 19.10 84.90
. .

Department of Agriculture: .

Food Stamps Program and
Other Programs 36.50 17500 .

Department ofEducation* 33.00./

Immigration & Naturalization Service 2.50

Agency for International Development

87.10Food for Peace*

Ddpartment of Defense - 4.00

Department of Commerce

Department-of Housing and
Urban Development 17.60

4
Department of Labor 53.00

Department of Justice 1.50

ACTION 0.00 1.50

FEDERAL GOVERNMENT TOTAL 711.90
, 1;687.30

* These figures are,pased on estimates by Federal agencies as of
February 15, 1980. Funding is generally, not earmarked specifically

4 for r*efutiees; nor is an estimate of cots for 1.981 arrivale versus ,
prior arrivals available, -

SObrce: Office of the acS. CoordinatqL for Elfugee Affdirs

r
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Department of State

The Delortmenf of State is primarily involved in the initial relief and
resettlehTent of refugees. Such activites are'developed and programmed
by the Department under the auspices of the Bureau of Refugee Affairs
and carried out by 11 voluntary agencies under contract. The voluntary
agencies participating in'the agreement teceive a grant of several
hundreds *ok dollars. per refugee for initial reception and placement
services. These agencies also find sponsors for the refugeeN.from
local communities. The purpose for sponsoring refugees is to aid in
their becoming economically self-dufficient as quickly as pgssible.N./

att

The 1980 estimated expenditure of domestic resettlement for refligees

from Indochina will be.$215- million and for the refugees from the Soviet
Union 'and EaStern Europe the expenditure is expected to total $268
million. Table III gives a detailed listing of program activities and'"-'
expenditures for both domestic programs administered by the Bureau of
Refugees Programs,=6epartment of State.

TABLE III

BUREAU OF REFUGEE PROGRAMS, U.S. DEPARTMENT OF STATE--BUDGET

,

Programs
Program

Activities
1981 Estimated'
Expenditure

1381 Appropri-,

ation Request
Increase or
Decrease

1) Dtmestic
Indochinese

a. Selection &
documentation

$ 9,596,977 $ 9,500,000 $ -96,977

Refugees
1

Program b. Resettlement $121,461,000 $121,800,000 $ +4,200,000

movem%re ,

c. Reception & - 4 '

,

placement grants $ 84,000,000 $ 88,200,000 $ +4,200, 00
..

. Subtotal $21.6,0574977 $219,500,00Q $ +4,442 023

2) Domestic .

Soviet
Eastern

a. Care & Mainte-
nance, including
section &

$ 29,739,390 $ 37,118,000 $ +7,378,610

European documentation '

and , . '

.

Other i b. Tr4nsportation $ 7,200,000 $ 7,340,000 $ +140,000

Refligee 1

vs' n
Programs c.'Placement

grants
$ 16,061,500 $ 15,330,000 $. -731,500

.

Subtotal $ 53,060,890 $ 59,788,000 $ +6,787,110

. TOTAL $268458;867 $2794288,006 W1,229,1111

Source: 2Iffice of the U.S. Coordinate or Refugee Affairs.

.
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Department of Health and Human Services

Sections 411 and 412 of the 1980 Refugee Act405/--- define the responsibili-
ties for the Office of Refugee Resettlement in the Department-as provid-
ing assistance-, to refugees after their initial placement in-various
communities. -The Office, on the whole, administers social services,
cash ipsistanCe, and medical assistance to refugees through existing-

-FederaY programs- which are administeied by State governmAts. Addi-
tionally,.the Office of Refugee Resettlement administers specific
piograms,for refugees from Cuba, the Soviet Union, and other countries.

0
406/Social Services. Title XX of tham,Social Security Act--- OD by instruc-

tions specifically set out for Raugee Social Services by the Office of
Refugee Resettlement authorizes the type of social services available to.
refugees. in fiscal year 1979, the Office obligated nearly, $31.5 mil-
lion to the States, for social services for Indochinese refugees. For
fiscal year 1pADArthe Office received atotal of $94,.7 million for State
social services programs. However, the funds for fiscal year 1980 are
for all refugees without regard to geographical origin. For fiscal year
1981, the Office has requested an appropriation of $93.7 million for
social services prOgrams>,

Cashavistance. Under Section 412(e) of Title IV of the 1980 Refugee"'
Act, -- -needy refugees may qualify for Aid to Families with Dependent
Children (AFDC) and Supplemental' Security Income (SSI) if-they meet the
established eligibility- guidelines.. The Office assumes the costs of
cash assistance to refugees for aperiod of three years after they enter:
the United States. The Office pays for 100 percent of the ctsh assist-
ance cost for those- refugees eligible tinder the Refugee Program Assist-
ance, and reimburses States for the cost_of,, providing AFDC benefits to
r f

assistance to refugees and the Federal benefit to SSI recipient's.
Finally, the Office reimburses States for any supplementary mments
made to refugee SSI recipients':

In fiscal year 1979, the number of monthly .AFDC refugee recipients
averaged 28,621 and 26,806 for monthly Refugee Program AssistInce.
Additionally, an average of 2,800 cases a month received SSI payments.
The Office has recorded that, as of February 1980 approximately
130,000 Indochinese refuggeh or 43.0grcent were receiving some,fOrm of
AFDC or Refugee Program Assistance.--='-'

gy Refugee Act of 1980, Pub: L. No. 96-212, SS411 and 412, 94. Stat.
111-115.

406/ Refugee, Act of 1980, Pub. L. No. 96-212, f412(e), 94 Stat. 114.
Title XX of the Social Security Act.

407/ Resettlement, supra, note 338. Part A, Title IV of the Social
Security Act: Title XVI of the Social Security Act.

402/ Office of Refugee Resettlement, Department Of Health and Human
Services.

4 1 2
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In fiscal year 1979, thetOffice reimbursements to States for AFDC
refugee recipients totaled $16.1,million. The' reimbursements for
Refugee Program Assistance for fiscal year 1979 amounted to $39.6
milliop. According to the Social-Security Administration, SSI payments
to refugees 'for fiscal ydar 1979 Were $4.8 million and the Office of

Refugee Resettlement reimbursement for State supplemental SSI benefits
totaled $2.9 million. Administrative reimbursement to States totaled

$8.9 million for, fiscal year 1979, Also. For fiscal year 1980, the

total cash assistance appropriation was $165.2 million, and additional
supplemental appropriation totals $16.8 million. The appropriation

request by the Office of Refugee Resettlement for total cash assistance
for fiscal year 19131 amounts to $266.5 million.

Soviet and Cuban Refugee Resettlement Programs. The Soviet and other

non-Cuban, non-Indochinese refugee resettlement programs provide nation-
al voluntary resettlement agencies reimbursements up to 50 percent of

the cost to resettle such opgees. These agencies,are allowed a maxi-

mum of $1,00e per refugee.---!These Federal grants 'allow for activities

directed toward acculturation in order that the refugee achieve immedi-
ate employment and earnings. In fiscal year 1979, reimbursements to
voluntary agencies amounted to $26.7 million .of which $25:7 million wa
used by agencies serving Soviet-Idewish refugees. -6 fiscal year 19
the, total appropriation was $25 million. The'fiscal year 1981 appro

ation request is $24 million.

The Cuban program serves those Cuban'refugees who entered the ,ited

States between 1959.1!, 1979. The program does not serve the recent
1980 Cuban entrants. Those Cuban refugees fitting such a requirement

are eligible for cash assistance, medical assistance, and social servic-
es, which States normally provide for their own residents. The fiscal

year. 1981 appropriation request is $44,880,000 which will provide for
100 percent reimbursement to States that adminipter such services to
Cuban refugees who entered the United States after September 30, 1978.
However, reimbUrsements for those Cuban refugees who entered before
September 30y 1978, for the non-Federal costs of 'providing cash and
medical assistance, are prorated from fiscal years 1980 to 1983. Tpe,

phase-gown levels for reimbursements are as -follows: fiscal year
1980--75 percent, fiscal year 1981--60 peiric,nt, fiscal year 1982--45

percent, and fiscal year 1983--25 percent.---1

Med Assistance. Title TV of the Idligratiffi,and Naturalization
Act---(and Title XIX of the Social\Seturity ACt---Igrant refugees the

right to applYfor meaical'assistan6e under Medicgd. The eligibility
. ,

22/ Id. ,

ivy aspp. 361 -362, supra. .

411/ Refugee Act of 1980, Pub. L. No. 96-212, 5414(c), 94 Stat. 117.

Ey Title IV of the Immigration and NatUralizatign Act.
413/ Title XIX of the Social Security Act.

-L-= ,
-----\,
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criteria for 'hob-Medicaid medical assistance is established under HEW
policy instruction SRS-AT-75-27 (June 9, 1975). The Medicaid program fs
administered by the Health Care Financing Administration (HFCA) and is
normally an expense shared by both the States and the Federal.Govern-
ment. However, in the case of refugees, the portion of the Medicaid
Costs usually paid by the States is paidby the Office of Refugee
Resettlement, which Covers 100 percent of the codts oemedical assist-
ance provided to needy eligible refugees during their first three years
in the United States. Refugees that do not meet eligibility standards
for the Medicaid program thosd generally eligible for cash assistance
qualify for Medidaid) m %still receive medical assistance. This
non-Medicaid medical assistance, which is the same service offered under
a State Medicaid program, is paid at the full cost by bhe Office of
Refugee Resettlement..

Medicaid costs fot Indochinese refugees for fiscal year 1979 amounted 'to
$4.2 million. '-. Non-Medicaid medical assistance costs were $16.5 mil-
lion. In fiscal year 1980, the refugee medical assistance appropriation
was $82.0 million witr-am.adational $8.5 million supplemental appropri-
ation for nonnIndochinese refugees. The fiscal year 1981 appropriation
request is $139.4 millibn for Medicaid and non- Medicaid medical assis-
tance for all refugees.

Department of Education

The Department of Education administers four programs offering trect
assistance to local educational Witlatea which experience an increase in
enrollment of refugee, children.' The programs that address the specific
educationa4/ needs of refugee children are: the Transition Program for
Refugee Ch'ildr'en, the Cuban/Haitian Entrpat Program, the Refugee Educe-
on Assis .ace Program, and the Indochina Refugee Children Assistance

addition to the four programs targeted for refugees, the
lingual Education and Minority Affairs provides Federal

financi- a .istance to those local educational ageriEies, State educa-
tional a- cies, institutions of higher education, and non-profit
organizations to meet the special educational needs of limited English
speaking children. This program is not earmarked for refugees per se;
however, the Federal assistanceioffered is targeted for those students
with limited English speaking proficiency.. Such students are frequently
refugee childreh entering the United States. For school year 1980, it
is estimated that there are 133,109 Indochinese and 14,884 Cuban school-
age children in the United States. Presently, there are no figures:
available for Haitian schbolage.children.

Pr

Offic

In fiscal year 1980, the
Department of Hei',011tr and Human Services received -$100 million from a
supplementary appropriation to its budget. Under an interagency agree-
ment, the Department of Health and'Human Services transferred $23
million of that ,appropriation to the Department of,Education,to adminis-
ter the Transition Progrlm for Refugee Children.,The Transition Program

4J4
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has not been fully designed. The Depa4ment of Education expects to
issue final regulations by late January, 1981. However, the Department
has noted in its proposed regulations of September 11, 1980,,that direct
Federal grants to local educational agencies were preferred "because the
funds are distributed faster and the program operates more efficiently
because they do not hive to work through an intermediary, the state
educational agency." The Department, on the contrary, proposed that
State educational agencies administer two types of State-administered
formula grant projects. The first project calls for a subgrapt project
in which the State receives the money-from the Department then
awards subgrants to Ibcal educational agencies with large concentrations
of refugee children. The subgrant'is based on a weighted formula that
takes-into account the recent arrival of refugee childrenrtheanumber of
refugee children'enrolled_in the schools, the lack of English-speaking
proficiency, and the age of the children. The second project will allow
States to compete for funds for those eligible children not enrolled in
a local educational agency receiving a subgrant from the State. In'

addition, there would also be, disCretionary grants for projects such as
curriculum development, instructional material centers, and evaluation.

Theassistance 'offered-under the program will emphasize\'special English
language instruction. The concept underlying the program is to make the
transition into the mainstream of American society as successful as
possible for refugee children. For fiscal year 1981, the Department of
Health and Human has requested $44 million which will be
transferred to the department of Education to administbr the transition
Program.

Cubanrnaitian Entrant Program. The Cuban/Haitian Entrant Program re-
ceived $7.7 million in fiscal year 1980 ts) aid those public schools
presently receiving .Cuban and Haitian entrant children. The Entrant
Program is -funded under the Secretary of Education's, Discretionary
Projects as established 1.181pr sec 303 of the Education Amendments of
1978, Public Law 95-961.---/It has been proposed that the Cuban/Haitian
Entrant Program be tailored in the same fashion ae the Transition
Program for Refugee Children.

Refugee Education Assistance Prmam; The Refugee Education Assistance
Act of 1980, Public Law 96-422,--- provides general assistance to 1
educational agencies up to a maximum .of $450 for each Cubadrand Haitian
refugee iseptrant child entering the United States on or after November
1, 1979. Additionally, the Act allows special impact assistance for

414/ Act of November 1,,197E, Pub. L. No. 95-961, 8303, 02 Stat. 2210-
2211.

415/ Refugee Educatioh Assistance Act of 1980, -Pub. Le- No. 96-422, 94

Stat. 1799-1810.
416/ Id., $201, 94 Stat. 1801-1802.
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substantial increases in COban,lEaitian, and Indochinese refugee chil-
dren up to" 5750 per child foriN4strictt who are ac.try'affected by a
marked increase in enrollment 61 these students. For fiscal year
1981, the Department of Education has requested an appropriation of $15
million.

Indochina Refugee Children Assistance Program. Title II of the' Indochi-
na Refugee Childreapsistance Act, Public Law 94-405, as amended by
Public Law 95-01, 41

was appropriated $12 ml J i,on in accordance with
the Continuing Resolution, Public Law 96-123,--- enacted November 20,
1979. Ttie Indochina Refugee Children Assistance Program expended such
funds to meet the educational needs of those refugee students who en-
tered public schools, during the 1979-80 school...Year. The appfopristion
under4ge Continuing Resolution provided approximately $240 per refugee
child7r-(in which Federal grints were made to States and in turn used
to make subgrants to local educational agencies in order to provide the
type of education servieffInecessary for the Indochinese tefugee
Section 103 of the Act---(provides funds to State educational agencies

j to assist local educational agencies in providing such children with
spplementary educational services, additibnal basic instructional ser-
vices, and special inservice training. The Indochina Assistance ,,Staff
within- the Department of Education estimatesthat approximately $3
million call be carried over into fiscal year 1981.

1

4

Office of Bilingual Education and Minority Languages Aff Ti
of the_ Elementary and Secondary Act of 1965, as A. d by
Education Amendments of 1978, Public I.aw 95 -961, Author
Office of Bilingual Education and Minority Affairs t ent hose
qildreh who lack proficiency in. English and to make funds availab e for
frojects and activities which _provide bilingual, education to local
educational-egencitor-State-educatiomal agencies, institutions of igher
education, and non-profit organizations. Each project or ac..iVity
administered by the Offette is carried out through a discetionir ,,grant
or contract awarded for bilingual.aid prOjects and support-activ.ties,
which in fiscal year 1979 amounted to $158.6 million. The Office
reported that of the amount of funds available for fiscal year,1979--$6
million --was specifically made available to Indochinese refugees.. The
amount available to the'Office for fiscal year 1980 was $167 million and
the appropriation request fo4ofiscal year 1981 will be $192 million.

4171 Id., 5301,.94 Stat. 1803-1805.
418 Title II of the Indochina. Refugee Children Assistance Act of 1976,

Pub. L. No. 94-405, SS201 to/108, 90 Stat. 1229-1233, as amended by
Pub. L. No. 95 961, 8331, 92 Stat. 2363-2264.

112/ Act of November 20, 1979, Pub: L. No. 96-121.
420/ Indochina Refugee Staff, Department of Education.
El/ Title I of the Indochina RefUgee Children Assistance Act-of 1976,

Pub. L. No. 94-405, 003,90 Stat. 1227.
422/ Bilingual. Education' Acts, 20 U.S.-C.A.- S880b (1974 & Supp. 1978).

T.
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Department of Labor

The Department of Labor encourages the employment of refugees through
existing programs and service systems. Specifically, the Employment and
Training Administration (ETA) within the Department has primary respon-
sibility for refugee work' experience and work training programs. The
ETA accomplishes the necessary outreach to refugees through the provi=
sions of the.'CJ/omprehensive Employment and Training Act (CETA) of 1973,

42
as amilitsdr--- which includes the United States Effi9yment Service
(USES) /and Targeted Jobs Tax Credit Program (TJTC).---/The CETA funds
are allocated by formula to an estimated 473 "prime sponsors.' General-
ly, these prime sponsors' are offices of mayors, county official and

-374-

governor's. These State and local Uhlts of governmpt identify the ar as
in which refugees need training and employment services and respond by
subcontracting voluntary resettlement agencies and their local affili-
ates, State human resources agencies, refugee self-help organizations,1
and other service providers to deliver such services. However, there
are no available statistics on the number of., refugees served and the
amount of funds specifically for refugees because prime sponsors do not
tally the number of subcontracts serving refugees.

In addition to the programs offered by ETA, the Office of Youth Program_
(OYP) codplements a select number of CETA programs with high-refugee
populations. Assisted by Job Corps, OYP offeFs young refugees of ages
ranging from 16 ,to 21 with programs of education and vocational skills
training. There are 100 Job'Corps centers operating in ten teglons
throughout the United States which train refugee youths to obtain and
hold productiuglobs, return to school, or satisfy armed fordes entrance
requirements. The Office of Youth Programs reported that, as of the
end of 1480, 1,100 Indochinese refugee youths have been enrolled in Job

A Centefs across the country and $4927000 has been .allocated from OYP's
discretionary fund.

423/ The Comprehensive Employmentand_Ttaining Act of 1973, as amended.
"Department of Labor: Employment and Traning Administration;
Comprehensive Enioloynent and Training Regulations; Final Rule and
Proposed Rule," in Federal Register, vol. 45, 99, part IX (Tuesday,

'May 20, 1980)..
'Department of Labor, ETA Field Memorandum No. 126-80 (Jan. 23,

1980).
Departments of ;1.41=r, ETA Field Memorandum 14 ik-'80 (Feb. 29,

1980).

424 Department of Labor, USES Program Letter No. 10-79 (Sept..19,
1979) . -v

422/ Department of Labor, Manpower Administration Field Memorandum No.
85-40 (Dec. 19., 1979).

42B Title 117 of the You Employment and Training Program.
ETA, Office of Youth Programs, Department of Labor,-"Ah Employment
and Ttaihing Strategy for Refugee Youth" (Dec. 1979).
Department of Labor, Jobs:Corps Notice No. 80-54-(July 10, 1980).

417
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Department of Agriculture

Air

428/The Food Stamqpgram, (FSPP427/--- the School Lunch Program-- and Break-
fast Programel--(9505he Supplemental Food Program.for Women, Infants,
and Children (WIC) --- are all administered by thd- Food and Nutrition
Service (FNS), Department of Agriculture. These,food assistance _pro-
grams are available to all eligible refugees and Cuban/Haitian entrants
and is operated in,cooperation with State and local governments. FNS ip
fiscal year 1980 estimates that the total amount available for Food
Stambenefits was $115.4 million. The appropriation request for fiscal
year '1981 is $191.6 million. The School Lunch and Breakfast Programs
estimate that refugees received,S10.6 Allion in fiscal year 1980 and
estimate that for fiscal year 1981, the prArams will receive a total of
$20 million for refugees. In the third and fourth quarters for fiscal
year 1981,----

431/
the WIC Program,rece1yed $3,485,716, and for fiscal year

1981, recipienft will be limited to fourth quarter fiscal year 1981
levels. I ei

3.22/ Food Stamp Act of 1977, Title"13, Pub. L. No. 95- 113,,S6(f) (Sept.
29, 1977) (amending Food Stamp Act of 1964).

428/ Child Nutrition Act of 1960.
429/ National' Sbhool Lunch Act, enacted 1946-1-..N.,
A22/ Pub. L. No. 95-627, )

in/ The WIC Program provides '`special grants for food purchases and
administrativ costs to States which serve a substantial number of.

j ?
refugees. e program does not affect the current grant to whichi
State agen es -are entitlpd. Below is a table indicating the
estimates of the numbed of possible eligible.participants by State
and average costs to serve those refugees.

Indochinese Refugees and Haitian5, FY*1980

Food

Grant
Admin.

Grant
Tdtil

Grant

Delaware 1,178 393 1,571
Maryland 149,957 40,59-5- 190,552
New Jersey 53,283 16,534 69,817
Nei/York I 307,311 75,390 382,701
Virginia 174,984 43,171 218,155
West Virginia 1,745 582 2,327

Flotida 157,080 38,510 195,590
Georgia 9,314 3,105 12,419

Oklahoma 28,164 8,726 36,890*

MinnesOta 341,592 83,990 425,582
Wisconsin- 215;898 , 54,887 270,785

70,650 19,246 89,896
Kansas 50,148 13,823 63,971
Missouri 30,750 9,843 40,593
Nebraska 186,984 45,772 232,756
South Dakota 68,556 - 19,250 87,806
Utah 331,269 81,350 422,619

California 599,269 141,978 741,688

NATIONAL-TOTALS -2.,788,573 697,143 3,485,716

Source: Food and Nutritiop Servile, Department of Agriculture.

O
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VI. WHICH LOCAL EDUCATIONAL AGENCIES SHOULD BE EgGIBLE FOR
EMPAT AID PAYMENTS?

Since the inception of the'fmpact Aid Progiam, the Congress has limited
participation in the program by establishing minimum eligibility stand-
ards for localeducational'agencies. As the law now stands, in order'
for a local educations agency to qualify for payment, it must have
either 400 federi4y-co ected children in Tts average daily attendance,
or the number, of fede ly-connected children must equal three percent
of total average daily ttendance. In either case,,the local education-
al agency must have a least ten federally-connected children. The
fairness `and necessity f such minimum requirements in the Impact Aid
Program has been a subject of debate.

In developing eligibility requirements, _the Congress'iBught to confine
the program to local educational agencies which had a heavy concentra-
tion of federally-connected children in attendance. As a result of
this policy almost every large city school system was eliminated because
federally-connected children, while present in large numbers, did not
represent a large precentage of enrollment. Since 1950, eligibility,
requirements have been relaxed so that virtually no local educational"-
agency wfth a significant number of federally-connected children...ter
excluded from the program. In fact, the local educationalagencyvof
almost every large city now participatisarifife:prograra.

It appears that the underlying premise: of- limiting participation has
eroded over the last 30 years. Thus, an examination of the fairness' and
necessity of a minimum eligibility requirement is warranted. Prior stu-
dies of the program have pointed out the inequities of the4sigibility
requirements upon local educational agencies not qualifying. _1

J. -

122/ The Stanford Research-Institute-Study stated;

This situation creates two important lines of disconti-
nuity--one between those districts with slightly less
than 3% federally connected ADA that receive neP.L. 874
funds and those districts with slightly more than 3%
federally connected ADA' that receive funds for all
e4igible pupils; and the othei (an4 more important)
between those large districts sli4ntlyless than 6%
federally connected ADA that receive P,12:-874 funds for
all (at least 2,100) eligible pupils. A more equitable
program would be to require all ,districts -- eligible or
noneligible, large or small--to abWbrb the same percent-
age of federal students before federal payments were
made. (Stanford Research Institute, 89th Cong., 1st
Sess., Impacted-Areas Legislation Report and Recommenda-
tions, Senate Subcommittee on1Educa ion of the Committee
on Labor and Public Welfare 115 . Print 1965).)
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The legislative history of the' Impact AiB Program" indicates that ,the
three percent eligibility figure was set by the Congress as an estimate

Lcf an average level of Federal impact throughout the-country/1 It was
thought that only those -local educational iwpies having an above-
averaTt Federal impact should be compensated.-/The Commission has not
succeeded in obtaining evidence to support that estimate.

There have been a number of proposals to require that local educational
agencies receiving Impact Aid payments absorb the cost of educating a
number of federally-connected children equal to the number of "children
'a local educational agency must have tocbe eligible. The rationale is
that it is inequitable for ineligible local educational agencies to
receive no compensation for educating some federally-connected children,
while eligible agencies receive compensation for all such children. A
time-limited absorption provision was paib of Impact Aid originally
inasmuch as ,large school.districts igere,,.excluded.

In the original law, local educational agencies having an enrollment in
A/ excess of 39,000 were, in order to beeligible, to have to meet a six

percent requirement. . For those agencies meeting the six .iercent re-
quirement, there was also a requirement that they absorb the cost of
education for acnumber of federally-connected children equal to three
percent of their enrollment. This absorption provision continued so
.longlas the higher percentage for eligibility was retained.

In 1953, a general absorption requirement, for all local educational.
agencies at a level equal to the eligibility requirement was adopted
by the .Congress. The effective date of the absorption requirement
was twice delayed and then 'it was repealed, so that it never took
effect.

1974, the Congtese_adopted_ a narrower absorption requirement which
was based upon an average number of °B children in all eligible local
educational agencies. This'provision was in. effect for one year before
it was repealed.

f
These absorptiOn requirements were opposed with the contention that
higher percentages of federally-connected children represent a greater
concentration of Federal burden and that an absorption requirement
constitutes agreater,,burden on eligible local educational agencies
than on those not meeting the three percent threshold.

433/ Sge Battelle Meniorial Institute, 91st Cong., 2d Sess., School
Assistance in Federally Affected Areas: A Study of Public Laws
81-874 ar4 81-815, House Committee,:on Education and J..abori at X, XI
(1970). See alsO Lawrence-L.'Browq4 III, Alan L. Ginsburg & Martha
Jacobs, Impact Aid Two Years Later, An Assessment of the Program as
Modified by the 1974 Education Amendments 111 (1978).

I
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Acco didg to tbe.Stanford Reserch Institute study, *the basic require-
ments for eligibilitp...were based on the premise that every school
district should be able to

4/
absorb small numbers of federally-connected

4i
pupils without hardship.*---- Thus it appears that the absorption concept

has been artificially wedded to the eligibility factor. It is analyti-

cally clearer to deal with absorption as a matter of computing the
amount of payments to local educational agencies. Moreover, since local
educational agenciedmay now be eligible.wit0 as few as 400 federally-
connected -children, the concept of making eligibility equal to some
estimated national average of Federal impact no longer holds.

There appears to be little, if any, reason to set an arbitrary limit on
participation-in the program based on a percentage of federally-
connected children in the schools, of a local educational agency. The

obligation of the Federal Government for the education of those children
is the same for each federally-connected child without regard for
whether that child is one of a number constituting 2.9 percent 'of
enrollment or-44.0 percent of it. It has -been suggested previously that
since it can be-argued that each federally-connected child gives rise to,
some type of burden, there s d be.no minimum impact.to qualify for
assistance Icier the_program

Amplifying on existing 'inequities of the eligibility provision, I.M.
Labovitz wrote in'1963, *...the only feasible cure for this difficulty
may lie-in abandonment of the, 3 per cent minimum requirement where
this exceeds- 10 puprls....'Such a change would invite a multitude of
rtlatively.small current-expense claims and entail a considerable
increase in m4dmi4istrative costs, but it would promote equity and
uniformity. 1 -

The percentage eliOibility requirement`, therefore, appeats to have no
empirical foundation and is a vestige of an old policy designed to limit
the size of the prOgram, it has the effect of ignoring the.obligation

for the service burden to the excluded local 'educational a9encies.

434/ Stanford Reseatch Institutee 89th Cang., 1st ,Sess., Impacted Areas
-Legislation 44port and Recommendations, Senate Subcommittee on

Education of the Committee on Labor and Public Welfare 114 (Comm.
Print 1965).

435/ The Battelle study states that:

!..there is very little logical basis for defining a
particular cut -off point for eligibility, onceone
eliminates the case where the program would cost more to
administer; than the assistance it, would provide.
[Battelle Memorial Institute, 91st Cong., .2d Sess.,
School AssO.stance in Federally Affected Areas: PStudy
of Public Laws 81-874 and 81-815, House Committee on

Education and Labor 112 (1970).J
4'

436/ I.M. Labovitz, Aid for Federally Affected Public Schools 190 (1963).

re,
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The arguments on ,both sides of proposals surrounding both the eligibili-
A and absorption qUestions wete stated in terms of.burden and equity
among local educational agenciep. Underlying the proposals for higher
eligibility equirements and for absorption have been budgeliry consid-
erations. Indeed, the tecent proposals for curtailing the *ogrim were
submitted as budget requests and stated in t4rms40of reducing the cost of
the program. These pioposals would, had they (been adopted, have re-
quired local educational agencies to absorb'the costolof educating
federally-connected children. They were not, however, based upon a per-
centage of enrollment, but upon the percentage of the local educational
agencies' budget which the Impact Aid payment constituted.

-3

Eligibility for Impact Aid pa7ents is conceptually tied to an assess-
ment of the burden of Federal activities placed upon local 'educational
agencies. As such, this requirement ough,t not be based on budgetary
considerationswhich fluctuate from year to year and have no relatiOn-
ship to Federal burden.

The Commission has consistently avoided the use of budgetary considera-
tions in making determinations regarding the existence of, or the pount
of,"burden. If budgetary considerations are to have the efactiof
limiting participation in the program, it is more appropriate that they
should be a factor in that section of the law designed for limitations
on payments: priorities in all:boating funds when appropriations for any
fiscal year are insufficient to satisfy all entitlements.

Even though the original purpose of the eligibility requirement is'no
longer valid, there are administrative reasons for,retaining some
minimum number of federally-connected children as a prerequisite for
receiving Impact Aid paymentb based on a policy that the administrative
worknecessary g9F procassing an applitation and making a payment is
more costly both eo the applicant and to the Federal Government than any
benefit derived from bhe small payment which/ would result from the
application. This id irement with historical support both withhh
the Impact Aid Progr and in other Federal education programs,24-1

.

thotiah inflatiod ind ther economic factors may warrant 'either an
increase or.reduction i this threshold,. "The Federal 6overniaene has
not,.however, made a det rmination that such an alteration is warranted.

For these reasons, the Cbmiission recommends that the current eligi-
bility requirements b retained, with the understandins that this
recommendation is bets d only.on a consideration of administrative

437/ E.R: Rep. No. 2287,
438/ Title I4f the. Ele

L. No. 95-561,
S3241c(b)

81st Cong.; 2d Sess.'12 (1950).

ntary and Secondary Education Act of 1965, Pub.
14.(b) (I), 92 Sat. 2156 (1978) (amending 20
1)'(1.974)).
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VII. WHAT SHOULD BE TEE AMOUNT OF COMPENSATION? 4.

After having found that local educational agencies should be compensated
for the burdens placed upon them by Federal activities, that there are
obligations' which arise with respect to the education of federAlly-
connected children, the question the Commission addressed was the amount
of that compensation.

In general, the amount of compensation under current law is based upon a
calculation of the "service burden" (the Cost of educating federally-
connected children) rather than an estimated "revenue burden" (the loss
of revenue by reason of Federal immunity frod lotal taxation). The

exception is the case of payments undet the current `section 2 which are
payments for loss' ofrevenue.

The degree to Which payments under section 3 are based upon the service
bUrden is greater now than was the cafe under the original,law.

ft

The amount of compensation a local educational agency receivesunder
section 3 is determined by multiplying the number of federally-connected
children in various categories by an_appropriate percentage of the local
contribUtion rate (LCR) for that local educational, agency.

As Impact Aid was originally written,
439/

the LCR for a local education-
al agency in any State is determined for.each year on the basis of the
local portion of average 'per -pupil current. expenditures by. general it
comparable local educational agencies in the State. This method- of
computation was designed to insure that the-entitlement pei child would
be 'roughly equivalent to the amount per child which other property.
owners in

44u/
comparable communities pay toward the cost of educating

children," since it-i# difficult to calculate how much revenue would
be raised:, ocally_ in a federally-affectdd community in the absence of
Federal ownership.

t .

The effect'of the local contribution rate approach was to compensate
local-educational agencies tor losses in local revenues--not for any
loss of State revenues NO portion pf payment was to be made in consid-
eration of the-Stag 'share of ' the cost of educating children because,
accord1ng to legislative history of the original law, (1) the tax-exempt
status ofpFederal property did not operate to reduce State revenues, and
(2) .State governments could realize as much revenue from the parents of`
federally *inflected children thraph sales, income, and other taxes as
from other) rents' in th4 State.---Y

439/"See Attachment infra, for legislative history of local contribu-
tion tate provisions-of Public Law 874.

A62/ H.R. Bep. No 2287, 81st'Cong., 2d Ses8. 12 (1950).
111/ Id.= 13.

/
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Thus the LCR concept as originally formulated reflected congressional'
concern with the "revenue burden" on local educatiOnal agencies. Itlid
not necessarily reflect the cost of educating federally-connected chil-
dren or the educational needs of federa1111=connedted child'ien. In fact,....
-the theory-behind the original LCR'oonceptis neutral Cm the question of
educational.needs.*t4It predupposes that the Feddial-Government should
pay 'local educational agencies the ''money necessary for ,treating the
educational needs of 'federally -connected children the same way they
treat those of children who are-not federally-connected,

The LCR concept has been followed more in theory' than, in practice since
1950.. Amendments to Public Law 874 i 1953, 1056, and 1958 made it
possible for "local educatiorfprigencies-to choose LCRs other than those
with Comparable districts. In 1953,loeal educational agencies were
given the option of choosimg, half the State -average,per -pupil expendi-
ture as LCR; 'in 1956 districts wene4e110ed to choose half the national

. average local contribution rate. In 1918, that option was.changed to
'make the alternative-half' the national pex -pupil expenditure,

The 1953 Amendment. The House 'Committee, on Education and Labor acknowl-'
edged -in 1913 that-a "basSc -principle* of Impact Aid, as originally
enacted `was:- 4

..
the Concept-that the-Pieeral Government would compensate a
local school district for the burden imposed on such dis'
trict by the Federal Government and'woUld pay its just
share 'of the school4f14R5anance and operation costs borne-

-frouflocal taxation..

The Committee *observed in 1913 that this concept. 4s 'sound where the
bulk of the flinds are obtained by local taxation.' In States where
educatiOn.coststate borne*mora at the State level- -where school finance
reforms 'have ,attempted to equalize *educational opportunities" *Among
wealthy and less wealthy district's --the Committee pointed out that
the local portion of educatiqn funding is correspondingly low. This is
so though equalization reforms are often "coupled with a determined
effort t,raite the level, of education provided for all children."

,
Z

Those schools in States with equalization plans and low local contribu-
tions have a lower LCR and.hence'a lower Impact Aid payment than they
would have if equalization plans were' not in place. The Cdmmittee
observed that those districts have trouble meeting "the additional costs.
connected 4rit the provision of educatio for (federally-connected]
-children." . As a.result, 'the children in the school district,, both
federally=connected and non-federally-connected, have been penalized...
by a level of,eduaiiiqn which is less than that og comparable communi-
ties in the State."

442/ B.R. Rep. No. 703,,8'3d Cong., 1st Sess. 541953).
til/ Id.
1,14( Id.
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Thus, in 1953, .Public Law 874 was amended so that-local educational
agencies could, ab an alternative to the comparable distridt method, use
half the average per -pt it expenditures from all sources in the State.
However, the amendment did not change the fact that the use of.compara
ble districts acted as A substitute for individually Mt/ermined local
contribution rates and Created substadtial dispargtties.

Clearly, the legisla tive rationale for the change reflects a concern for
the, educational. needs of federally-connected pupilS. ,Aiso, the Congress

,Was allowing Federal compensation' for part'of the State contribution to
the cost of eduCating a child. This is a departure from the original
legislation, about which the House Re 6r t said, "There is no compensa-
tion for any loss ii State revenues." /By these actions, the Congress

141/ The law was= amended to require only that "generally,comparable"
distticts be selected for determining LCR. This change reveals the
difficulties already faced kn selecting comparable distiicts. No
standard procedure hasever 46en adopted for the selection of
comparable districts. Twelve guidelines were provided as criteria

.

for selection.' These were; 1) legal classification.; 2) total
number of pupils in ADA; 3) cost pevpupil,in ADA, paid from local

,..--source 'funds 'only, and paid from all source funds; 4) grade level's
maintained; 5) percent of pupils transported; 6) pupil/teacher
ratio; 7) assessed' valuation per pupil in ADA; 8) ratio of assessed
valuation to true valuati f'property; 9)* tax rate levied on real '1
property for school purAts, for current expenses-onlvand for
current expensed, debt service, and capital outlay; 10) curricula
offered; 11) teacher salary schedule; and 12) economic characteris-

' tics, such as'industrial, reOdential, or agricultural.

In using group rates, all,loc 1 funds derived by local educational
'agencies in the groups are otaled and divided by their average
daLly attendance. The res ping rate becomes the-local contribu-
tion rate for all eligible local educational agencies two years
hence. By groupihg districts together, substantial disparities in
local contribution to schools between distiicti'are averaged.
Especial

11
since the 1953 amendment to Public Law 874, districts no

longer e to be "most nearby comparable" b y "generally
.comparable." The result of this procedufe is that di ricts with
low local contributior% rates (relative to the group --average)
receive greater amount's for the Public Law 874 program, and dis-
tricts with high LCR's receive lesser amount than they would under
_the original procedure. (Stanford Research Institute,'89th Cong.,
1st Sess., Impact* Areas Legislation Report and RecomMendationsr
SenateSenate Subcommitee on Education of the Committee on Labor and
Public Welfare 84,89, 90.(Comm. Print 1965).]

446/ H.R.Alep. No. 2287, 81st Cong., 2d Sess. 13 (18'50):
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displayed A concern for the "service burden" associated with the pres-
ence of federally- connected children in a school in addition to--if not
to the exc,usion of--the "revenue burden," a shift in emphasip in the
theory of 'compensation.

The Houge,pdport itated,that,it

iishe(dl -to make clear that the "(amendment] has not% and
should not attempt to-equalize:rates between districts or
between State's. To do so would be to depict from the
concept of (Impact Aid] as that of the'Federal Government
assuming its rightful 'share of a particular ,burden-in
particular place. EdUcation programs and costs vary from
place to place ilnAccordance with the traditional American
philo6Phy of local cAnteol of education patterned to local
desirei and resources. Ibis

441/
law is not designed to change

'Cr influence that tradition.

The 1956 Amendment. In 1956, however, the Congress Amended the LCR
provision of Public Law 874 again to offer local educational agencies
the opportunity to,choose'half the average per-pupil local contribution
in the United States as their LCR for computing the amount of Impact Aid
payment. Tills option was intended to be a' "floor%or a minimum LCR
which high Stape'aid districts could-chbose. Recognizing that the half
State average per-pupil expenditure LCR option *has been a great benefit
to the federally-affected communities in those States where a substan-
tial proportion of the educational costs.'::are borne from State funds',"
the Congress observed *a very large gap between theiamounts received for
each fedeially-condected child in States with high Statb aid systems and
the amounts recsived i54hoSe States with very little State aid:"

Both committees in the House and Senate noted:

...there are seven States that receive'less than $90 for
each.child in the A category whip -on the other end of the
scale there are eleven States where the average payment is
more than $200 per child for each federally-connedied child
in the 4 category. The committee feels that, notwithstand-
ing the fact that the Federal payments under section 3 are 4D

based on a loss of local tax revenue because of federAlly-
owned property there is too great a disparity between the
lower amounts paid in the high-State-aid States and the
substantially higher amounts paid in the low-State-aid
States.

* * *

44Z4 H.R. Rep. No. 703, 83d Cong., 1st Sess. 6(1953).,

'42,6
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The [Houser Committee believes that the provision as it has
operated J.D1 the past discriminates againit high-State-aid
S ta tes.

f

'Thus, in 1956, the Congress gave local educational, agencies a third
alternative for computing ltical contribution rate. This third alterna-
ti4e allowed PederS1 payment in consideration of an even greater portion
of the State contribution than the alternative introduced in 1953
allowed. Like the 1953.amendment, the 1956 ,amendment was justified in
legislative history on the ground that without the higher alternative
LCR, some districts are *unable to' meet.the additional costs conneagl
with the provision'of education for (section 3) children....I--/
Again, the Congress departed from original concepts underlying Impact
Aid--compensation for local revenue losses--by focusing on "service

burden! an the educational needs of federally- connected children. As a
ns ce:

The minimum rate of one-half the national average per pupil
expenditures bears no relation to local education.costs.
In effect, it, serves as a floor on payment rates. It
addresses,a Concern which is really beyond the scope of thee
Impact ,Aid pro pm--the problem of-inter-State expenditures
disparities.---1 .

46.

The logic underlying LCR as originally formulated further contradict-
*ed by amendments since 1974 which.allow awarding 125 percent of LCR for
children residing on Indian lands and 150 percent of LCR for handicapped
dependents of military personnel. -Setting an entitlement at more than
100 percent ofl LCR belies the theory of compensating for a Eederal
burden as measured by local contribution which underlies the LCR con-
cept. The special entitlement rates for children residing on Indian.
lands and for handicapped-dependents of military personnel are based on
a recognition of the high cost ucating children with special
educational needs.

t

Because of these changes in computing the amount taewhich local educe-,
tional agencies are entitled under Impact Aid, the comparable district
metho&of computing LCR is used only by local educational agencits with
higher per-pupil expenditures' than the State average in States with
higher per-pupil expenditures than the national average. Previous
studies conducted by the 'Stanford Research Institute and the Battelle

lay H.R. Rep. No. 2357, 84th Cong., 2j1Sess. 12. (1956).,

449/ S. Rep. No..2753, 84th Cang., 2d Sess. 11 (1956).

ia/ -.Lawrence L. irown, III, Alan L. Ginsbuig & Martha Jacobs, Impact
Aid Two Years Laters, An Assessment of the Program as Modified by

the 1974 Education Amendments (1978).
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Memorial institute reached similar conckusions.

In addition, reductions in payments caused by insufficient appropria-
tions have resulted in a situation in'which the LCR used to determine
entitlement is reflecPed invayments only for local educational agencies-
receiving 100 percent of entitlement for *A* Childrenlocal educational
agencies which are in highly unusual circumstances-and for which the
*comparable district" method of computing LCR has not been-appropriate
in recent years.

For =these reasons the Commiiston believes that the entire concept of
local contribution rate should be avoided and a method of determining
the amount of compensation based upOn principlesconsistent with those
underlying the program should be devised.

1117 The Stanford Research insiitute found that --

0--...districts that elect to receive payment,on the,basis
of comparable district LCR (on the average] have costs
of education $89 higher than those paid at half the

(/state or national averag . Their local revenues per
pupil are about $170 pec pupil higher andltheir receipts
from the, state an,Ffederal government are $70 per pupil
lower than the average fo the others.**** It may be
cdhcluded that the abilit to elect half the state or
national costi)of_educati tends to help low income and
high stet aid district

. .

(Stanford Research
Legislation Report
Education of the_
Print 1965).]

J

Inst te, 89th Cong., 1st Sess., Impacted 'Areas
and(Recoimendations, Senate Subcommittee on

Comilittee on Labor and Public Welfare 114 (Comm.

The BattelleBattelle Memo? institute substantiated the Stanford Research
Institute's)findin by.describing that local educational agencies

,

not choosing comparable district LCR usually have high State con-
7bations or 'generally:low levels of per pupil expenditures....*.
EatearreTagreed with the Stanford Research Institute that those-'
States are usually in the South.

'Battelle also observed that rates used to calculate Impact Aid
entitlement *differ substantially among the various States.*
Thirteen Southern or border States--those combining high State aid
and low per-pupil expenditures--*had districts claiming without
ekception'the one-half national average local contribution rate of
$378.1

fan. States with average local contributions exceeding $400-relied
on the ddmparable district method. (Lawrence Brown, III, Alan
L. Gi sburlik Martha Jacobi, Impact Aid Two Years Later, An Assess -
m,: nt ofethe Program as.Modified bythe 1974, Education Amendments
(197 .V

- f.
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Burden is a combination of revenue Loft bec'ause of Federal immunity from
local taxation and-expenditures made because l*pederally-connected
children attend public school. The cost of providing an adequate level
of education for federal0Lconnected'ehildren is part of the financial
burden imposed by the Federal presence. Given the Federal obligation.
with respect to the eddeation of federally - connected children and the
expressed legislative conoern with that avel of,education, 'it is'
.reasonable that the cost of educating those children adequately should
provide a benchmark_ for* determining amount of compensation for the'
Federal presence.

Although improved analytical techniques in the fields of economics and
school finance that could make .a more precise formula for measuririg
burden and obligation under, State law are being developed, they require
a great deal of study and test.ng for their improvement 4nevalidatibn.
At seine point, the, Commission hopes 'that these techniques can be/per-,
Eected: The economfc impact model has been deVelop7d as part of this
effort.

The Commission believes that the principles in developing those teal -
ni s can be laid out and applied at this time in a generalsense'and
used i a formula for determining entitlements. A local educational
agency should be compensated/on the basis of a consideration of the
burden, placed upon it by Fedefal activaie's, and, in determining the ..

. amouml. -of that burden, the following shOuld be taken into consideration:

(a) loss of revenue;

(b) cost of providing an adequate level,of education;

(c) the fiscal benefit of Federalactivities; and
,4

(d) the Aligation a landETOper and,auser.tras, as such, under the,
school finance laws of the States.

The first Of these factori, if it were a primary factor in determining
the amount of compensation under any general formula, could.be,best
implemented by congfessional consent Co local taxation of ,Federal
propenty, thereby rendering, in most cases, the others unnecessary.
Consent to local taxation has not been considered practical, and evi-
dence before the Commission indicates that it would be both more expen-
sive and less equitable than payments under current in -providing

education for federally-connected children.

The latter two of these four factors are the subject of these improved
-

analytical techniques and their effectuation, must be delayed until such
time as the techniques can be perfected., Therefore,"it would'appear

. that the simplest and most nearly equitable means of calculating the
amount of compensation for a federally- affected local educational agency,

4 2 1r"
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o

_would be a method based'uporPthe service burden suffered by that agency;
that is, for the Federal Government to pay an appropriate pecentage of

,,,the local share-of the cost of Providing an adequate level of education.

A formula for .determining that amount must bp .basea upon. three defini-
.

Ily What is the.cost:Of*Ovid%ng an "a equate

Aiy What is the "local share'of.that coat?

feel a education"?

(3) What is the 4appr.optiate per-dkntage.t_of the 'local share of that
cost? . °-

,

.Its' defining these terms, the .COmmissionshas sought a.meansNof making
judgments which are as nearly consistent with the basic theory of the
"spoof Aid Program as is popsible. That theory is-that Federal payments
-'are for the purpose of enabling the States, through their local educa
rionil'agences, to carryout-their historic responsibilities under a
federal- pystem, notwithstanding- Federal buTdens imposed' upon those
agencies. Within,that'theorY.is an:additional principle thatfrthe amount
.of. those Poy#ents should take into, consideration the need to provide
federally -cOnected children an.. adequate level of education, wherever
they attend school.

6,

Onthe basis of this theory the three definitions can be developed as
'follows:

t
1) Adequate Level of Education
..

o
.

,Under the policy of Federal neutrality regarding the laws of the Sates,
action's of the States respecting adequacy -of the level of education they
provide for children in attendance' at the schools of their local eduta-
t.ional agencies should begiven-weight, And a presumption should lie in
favor of the decisions of the States' regarding the expenditures neces-
sary to provide thatL level of education- -that is, the acthual average
per -pupil expenditure by the local:educational agencies of the States.

From the policy of Federal neutrality a general rule can be drawn: an
adequ to level of education in the schools of a local educational agency
should equal, with some exceptions,'the average per-pupil-expenditure of
all the local educational agendies in the State in which its school
district is iodated. ..,

This rule can be based on the congressional policy first reflected
the 1953 amendments to Public Law 874 when one-half the State average
per-pupil. expenditure was authorized as an alternative LCR to the
comparable, district method of computing SCR.



Two exceptions .to
.

this rule are merited: (1) a conaideration of the
national tverage per-pupil expenditure as an alternative to the State
average per -pupil expenditure; and (2) higher than average costs associ-
ated with the education of certain categories or'classifications of
aderally-connected children. _1_,

(a) National Average Per-Pupil Expenditure. The expenditures. in
States having average per-pupil expenditures of ,less than the'national
average per-pupil expenditure may not be sufficient to provide fed-
erally-connected children with an adequate level of education.
Wherever a federally-connected child goes to school, the Federal
obligation follows. If, for Federal purposes, the parents of a child
must reside in a school district of a local educational agency having
'low expenditures per child,, should the education of that child be
hampered by the fiecal capacity of that local educational-agency?
With this factor-in mind, and carrying the Federal neutrality concept
a .little further, a minimum level of expenditures can be set for a
determination of adequate level of education: the collective decisigps
of all the States, so that the national average per-pupil a sen iture
becomes that minimum. -...,:

' .,
.

e(b) Adjustments to Average Per-Pupil Expenditure in'the Cases of 4ome
Federally-Connected Children. A number of lectors affect the cost of
education of federally-connected children which may -make it appropry-

-of education upwar from the State or national average per-pupil
ate to adjust the xpenditure necessary to provide an adequate level

expenditure-.-- Many federally-connected children have educational needs

which, or whose circumstances, require greater than the average
per-pupil expenditure appropriate for the affected local educational
agency. Byidence before the Commission indicates that the educational
needi of dependents of military personnel differ from those, of chil-
dren otherwise situated. The.Congress itself recognized this fact
when, in 1974, the-LCR for handicapped dependents of such personnel
was set at 150 percent of that which otherwise was calculated for a

I local educational agency.

Again, in 1978, the Congress recognized'that..there were additional.
costs associated wifir-children residing on Indian-lands by increasing
the LCR for those children to 125 percent.

In addition, testimony was offered to support the argument that the
costs of administration and, adjusting instructional programs were
extraordinary in local educational agencies yith a high proportion or
a large number of children from highly mobile military families in

44their classrooms.

Forlhese reasons, the Commission believes that the.law should provide
for adjustments by administrative procedure. These adjustments would
increase the amount of expenditures necessary to provide an-adequate

431
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level of education for categories of federally- connected children, such
as Indian children, military dependents, children in fay-rent public.
Mousing, childreq in heavily impacted local educational agencies, and
the costs involved in participating in the Impact Aid Program which are
incurred at the local level.

2) Local Share of the Cost of an Adequate Level of Educatioh

Present law requires that the local share of the cost of education be
deter)mielell\on the basis of locil expenditures. from local sources of
revenue. Defining local expenditures from local revenues is difficult,
especially with the changes in tax collection and dispersal methods used
now. In some States, the State collects-local taxes and then returns
the revenues therefrom to localities. Are these State or local reve7
mues? This situation is even more complicated in States which equalize
'real property tax revenues.

A simpler method of computing* local share is to determine what the
non-local share of the costs and then deem the remainder to. be local,
s.wthM. the local shake b'ecomesthat part of the cost of providing an
adequate level of education' far federally-connected children which is
not paid by the State or by the Federal Government. Thedata on these
sources are more readily available and tend to be more nearly uniform
than those available regarding local sources of revenue.

In order to avoid misrepresentation of what this factor actually meas-
ures, the current term *local contribution rate* should be abandoned and
the term *Federal contribution rate* be used as a more nearly accurate
Phrase.
V

The policy in faior of Federal neutrality with respect to State law
requires a consideration of the quption of increasing State contribu-
tion to local educational agencies. If the amo4ht a State contributes

4to a local educatiOnal agency increases beyond 50 percent of the cost,
the method described above wound penalize that local educational agency
in that itp Impact Aid payment woad be reduced. This would discourage
State policies in favor of more State aid and be negative rather thin
neutral. Therefore,4the Commission believes that a_ minimum Federal
contribution rate shodld be set so 'that no local educational agency in
any State should have a Federal contribution rate of less than 50
percent of the average per-pupil expenditure in that State.

3) The"Appropriate Federal Percentage of the Local Share

A precise 'measurement of the local share of the cost of educa on or:,

Which the Federal Government has an obligation is difficult. Previoua
studies have attempted such a measurement, and, in 1974, the Congress
adjusted the method of computing the amounts of entitlements under
section 3 in a move toward greater precision.

OR
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The appropriate .percentage of the local share determined-under the
original theory iwhich the data show to have continued validity) was
one-half the locals share for a/child who.either lives on, or lives with
a parent employed pn, Federal property and all of the local share for i
chile who both lives on, and lives with a parent employed on, Federal.
property.

041'

The 1974 adjustment\may have had a rationale insofar as it,dfstinguished
military dependents from dependents of civilian employees of the Federal
Government, in that military personnel _are, to a greater extent than
civilian employees, less subject to State and local 'taxation. The
distinctions regarding State and county boundaries between the location
of,the school and place of employment are, when considered in light of
the trend toward emphasizing liervice burden, devoid ofrrStionale: the
cost of education does not vary when a.child's parents cross the.line
between political entities to go to work. The political boundary
distinction Appears to haye_beeh an an$Chronistic resurrection of the
out-dated revenue "burden theory Which influenced greatly _the original
program. If revenue burden is not a primary factor in determinIng
compenSation, then whether the Federal property is within the School
district of the local educational agency is.irrelevant.

Regarding the distinction between the children of military personnel anq
those of civilian employefs, it is true that, because of the Soldiers
and Sailors Relief Act, and the availability of retail stores on mili-r
tary installations, military petsonnel are not subject to many State and
local taxes. However, these taxes are not-generally the type which give
rise to local revenues for local educational agencies. Children of
military personnel do have special educational needs which may merit
such a distinction, but the cost of meeting.those needs are more proper-
ly met through adjusents in the determination of an adequate level of
education for those children.

The various distinctions among the categories -of federaliy-codhected
children have made application forms .more difficult, have complicated
the approval process, and have made the law and the program,more complex
than is necessary; These administrative difficulties outweigh any
benefit 'to be achieved through the complex set of categories. 'FOr these
reasons the Commission is recommending that the Federal percentage be
100 percent for children who both reside on, and feside with a parent
employed on, Federal property and 50 percent for children who either
reside on, or reside with a parent employe-a- on, Federal'property.

Exceptions. As is always tffe case when a general formula is drawn,
there are exceptional circumstances which, when that formula is applied,
result in inequities. Present methods of calculating burden fail- to
reflect actual per-pupil payment necessary to_provide an adequate level
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of education.452/----r. In order to accomodate special circumstances, Public
Law 874 has been amended many times to alter the method for computing
the amounts of-entttlementsand the rates' at which payments are made on
those entitlements. This has-resulted in a complex law undax which all
local educational agencies must operiteeven'tbough the complexities
are the result of a minority of situations.

Rather than Continue a complex law, which even in its complexity fails
to achieve ,equity for local educational agencies in unique situations,
the Commission believes that_unusual cases ought to be treated individu-
alll in accordance with criteria reflecting the general philosophy and
theory underlying the Impact Aid Program.

Sven though a majority of local educational agencies with-heavily
impacted, school districts may fall into the _category of, having such
unusual circumstances as may require individual treatment, ease 'of
addinistratidb for the remainder of the local educational agencies in
the program would justify the extra administrative effort necessary for
individual treatment of those with heavily impacted districts.

As late as November 1980, there were local educational agencies for
which LCR's had not been determined for the school year 1979-1980, so
that, because, of, the complekities of the payments system, no local
educational agency in the Nation could determine, with precision, ,its
payment for theprevious school yeareven then as the cschool year
1980-1981 began. AdministratiVe appeals and judicial review of unusual
situations might hold off final determinations of the amounts,pf pay-&
ments for, some time into the next year.

452/ Battelle observed that:

The current Methods of matching local contributions per
pupil of comparable districts within the same State or
State groupings of districts were found todo-an inher-
ently poor job of meeting pet burden 'of Federal instal

,lotions. By-failing to reflect tbe actual State aid and
local resource of ,the recipienti the comparable dis-
tricts method will tend to overpay in some cases' and
underpay in others. Further, by_tying contributions to
activities in Aistriqts-tbat do not receive substantial
impact aid, these methods do not promide any automatic
correction factor to offset- a reduction in local tax
effort resulting from overpayments of 'impact ,aid.
(Battelle Memorial Institute, 91st Cong., 2d Sess.,
School' Assistance in'Federally Affected Areas: A:Siudy
of Public Laws 81-874 and 81-815,- House Committee on
Education and Labor 101 (1970).]
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It is for these reasons-that the-Commission believes that the law should
be made capable of handling payments to the great majosity-of local edu-
catiqndl agencies, while those with unusual,* difficult circumstances
get just treatment through the administrative'process. In line frith the

views of toe Commission respecting heavily impacted local ed/ticational
agencies as stated, in section ry'#f this Chapter, the Commission be-
lieves that broad exceptions to this formula should be createdi and used
for those agencies:

(1) An exception should be made for local educatiovl agencies having
school districts in which there is a substantial portion of Federal
property. This exception should parallel the current section 2.*

(2) Another_ exception, paralleling but expanding the current section
,3(d) (2) (B) , should be made for local educational ajencies haying a

high percentage of federally-connected children in their schools.-
I

The Commission is reluctant to suggest precise-figures to governthese
situations because any figure is arbitrary. The Commission, therefore,
would suggest that the policies in current law be folloWedf.-with some
room for flexibility. This, of course means that the Department would
make judgments affecting the'amount to which a local educational' agency
is entitled. .Those judgmentg should be ,reviewable along lines gtimilar
to proyisions in current law relating_ to administrative and jildicial
-review. ,

Deductions. Finally, some local educational agencies receive yments'

in-lieu of taxes from other Federal agencies because of, the tax- exempt
status of Federal property. These payments appear to be compensation,
in part, for'some,of the Federal burden. That being the case, the
Commission believes that the amount of those payments should be used to
reduce the amauntof Impact Aid payments.
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ATTACEMENT/I: 'LEGISLATIVE HISTORY OF
LOCAL CONTRIBUTIOWRATE.PROVISIONS OF PUBLIC LAW 874

In .computing the amount of entitlement to a local educational agency
under Publics Law 874, the Congress appears to have sought A formula for
determining the amount of money which would haye been spent on the
education of federally-connected children from local sources if the
local educational agency had been able to.ralse local revenues without
regard for federal activities or oxnership of land.

As originally enacted/ section. 3(c) of Public Law 874 provided for
determining the local contribution rate (LCR)'for a local,edudational
agency. Two. procedures were required to reach the LCR for. any local
educational agency: (1) A determination of which 'school, districts within
a State were most nearly comparable jin,the Coimissioner'stjudgtent)
with that of,an applicant local educational.agency; and (2) a mathemati-
cal determf4ation of the average per-pupil expenditures from local
sources in those comparable districts.

Subsection (0) of section 3'is comprised of three sentences: the first
directs the Commissioner of Education to determine comparable districts
and determine average per -pupil expenditures; the second sets the LCR;
and the third provides for an exception in the case of school districts
for which there are no reasonably comparable school districts.

Comparable School Districts. Under the first sentence of subsection
(c), the Commissioner is directed to determine/ after consultation with
the State educational agency of the State in which the applicAnt local
ucational agency is located, which school districts in that State are

most nearly "comparable with the school district of,the applicant agency.

Determination of Amount of LCR. The- LCR for any local educational
agency for any fiscal year was to be determined under clause (2) in the
first sentence of subsection 4c) and the second sentence of subsection
(c). The Commissioner was to determine two numbers: (1) aggregate
current expenditures which local educationil agencies of the comparable
school distriCts made from revenues derived from local sources; and (2)
aggregate number of children in average daily attendance for whom those
local educational agencies provided a free public education. Each of
these numbers was .to be determined for the second year preceding that
for which the computation was made. The LER for an applicant local
educational agency was'to be equal to the quotient obtained by dividing
aggregate current expenditures by aggregate number of children.

Exceptions. The third sentence of section 3(c),provided specially for
determining LOR of local.educatiorial' agencies which, because of unusual
geographical-factors, have no reasonably comparable school districts in
Ithe State in which they are located. Xf there were nd' such school
districts and, if unusual geographical factors affected the current

36



7394-

_expenditUres necessary to maintain, a level of education equivalent to
that maintained in the comparable school diStricts, the Commissioner was
authorized to increase the LCR for that laical educational agency. -The
increase was to be equal to that necessary to,' compensate the agency for

"the increase in current expenditures caused bit such unusual geographical
factors. The original language readsf

LOCAL-CONTRIBUTION RATE

(c) The local contribution rate for .0' local educational
* agency 16r any fiscal year shall be cOmpdtedrby-the Commis-
.

sioner of Education, after consultation 41.th !the State
educational agency and the local educationaagenbyr in. the
following manner:

(1) he shall determine *Which school distridti'within
the State are An his judgment most nearly compatable to
the school district of the agency for,..whlat-tkOrcompu--
tationis being made; and

(2) he shall then divide (A) /the aggregate current
1

expenditures, during the second, fiscal year preceding
the fiscal year for which he is making the computation,
which the local educational agencies: of ',such comparable

school distriits-made from revenges,derived from local
sources, by (B) the aggregate number of children in
average daily attendance to whom such agencies pfovided
free public education during such second°preceding
fiscal year.

-
The local contribution rate shall be an amount equal to the
quotient obtained under clause (2) of this subseqtion. zf

in the judgment of the Commissioner, the current expendi-
tures in those school 'distr'icts which he has selected under
clause (1) are ndt reasonably comparable because of unusual
geographical factors which- affect the current expenditures
necessary to maintain in the school district of the local
educational agency for which the computation is being made,
a level of education equivalent to thatimaintained in such
other districts, the Commissioner may 'increase ther local
contribution rate for su,411 agency by such amount,as he
determines will compensate such-agency for the increase in
current expenditures necessitated by such unusual, geograph-
ical factors.

1953, Amendments (Public Law 83-248)
r

4.÷

Section 2 of Public Law 83-248, enacted August 8,'1953, revised section
3 of Public_Law 87 in its entirety. In so doing,,the provisions
setting out the means for determining the LCR of an agency were redesig-
nated as subsection (d) of section, 3 an ',three substantive 'changes
affecting LCR were included: (1) special ovisions were included for
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outlyling areas, .as defined within Public Law '83 -248 (i.e., Alaska,
Hawaii, Puerto Rico, Wake Island," and the Virgin "Islands); (2) the
language "gene'tally =parable" was substituted-for 'most nearly com-
parable' 'in describing the school districts which were to be used in
determiling LCR' for- a local educational Agency/ and (3) provision
We's made for an alternative or minimum LCR for all local educational
agencies.

Special Provisions for Outlying Areas. -Alaska, Hawaii, Puerto Rico,
, Wake Island, and the Virgin Islands (hereinafter referred to as "the

outlying areas") were given special consideration in determining LCR.
The outlying areas were excluded from the applicability of the ,first a
three sentences of section '3(d) (as so redesignated). A new sentence
was added to 3(d) which provided that the Commissioner would determine
LCR for'local educational agencies in the outlying areas, in accordance
with policies and principles best effectuating the purposes of Public
Law 874 and most nearly approximating the policies and principles used
for determining LCR for local educational agenciesin the States.

Comparable School Districts. Under the original law, LCR for a local
educational agency was dj'termined on the basis of average per pupil
current expenditures in school district "most nearly' comparable with
that of the apOlicant agency. Section 2(b)(2) of Public Law 248 amended
section 3(d)(1) of public Law 874 by changing the term "most nearly' to
'generally' so .that the school districts used in determining LCR for, a
local educational agency were those that were "generally"' ?omperable
with the district of that agenOy.4

.

Alternative or Minimum LCR. 'Section 2(c) of Public Law 83-248 added
new sentence to section 3(d) of Public Law 874. That provision set a
minimum LCR in each.State equal to half the average per-pupil current-
expenditure in a local educational agency's State. Minimum LCR for any
local' educ tional agency in any State was to be half" of the quotient-
obtained by iding (1) the aggregate current expenditures made by all.
local educatio al agencies.in that State, regardless of the sources of
the 'funds from which those expenditures are made, by (2) the aggregate
number of.children in average daily attendance for wham'such agencies
provide free public education. '

i

1956 Amendments (Public Law 64-949)

Section 205 of Public Law.84-949 enacted August 3, 1956, amended section
3(d) of Public Law 874 by reinstating the original language regarding
comparable districts (thereby reverting to 'most nearly" comparable
districts)_and by rewriting the language relating to alternative or
minimum LCR. I

Comparable S pool Districts. Clause (1) of se'tion 205. of Public Law
. 84-949 amend d clause (1) of section Ud) of Public Law 874 by striking
out "general y amparable" and inserting in lieu thereof "most nearly
comparable.*
A

4 3e
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Alternative or Minimum LCR. The second clause of section 205 tf Public
Law 84-949 struck clgt the sentence added by section 2(c) of Public Law
.83-248 (relating to half the State average .per-pupil expenditure as a
minimum LCR) and'inserted in lieu thereof two new sentences which had

41.4 the effect 9f,adding a secondtYternative or minimum LCR.

The two new sentens added by clause (2) of section 205 were as fol-
lows: the first,provided that there be two'minimum levels. considered for
determining LCR;, the second.Aefined the terms used in describing these
minims revels.

G44---
tinder the amended law, the LCR. for a ldcal educational agency in a Stake__
could not 4p less thy either (1) half the average_er-pupil expenditure
in that State "or (21 the national average per-pugsl LCR. .,Az exception
provided that if the latter minimum is used, LCR cannot exceed-100
percent of the average per-pupil-expenditure in that State.

Average Ar-pupil expenditure in vSlate continued to be computed es
provided in.the amendment made by Public Law 83-248.

The term "national average per -pupil LCR" was defing4 as (1) the aggre-
gate amount,to which all 1641/ educational agencies in the States were
entitled for the second preceding year] at computed under section
1(c)(1) of Public.taw 874, diviiied by (2) the aggredttenumber of
children, counted for computing the amounts of entitlements under that
Section. In determining the aggregate number of such children, half 9f
those counted under section 3(b) of Public Law A74 were to be used.,

1958 Amendments (Public Law'85-620x,
,

z>1 ..

Section 202(d) of `Public Law 85-620 (enacted August 12, 1958) ',amended
section 3(d) of Public Law-874 bf Changing again the description of
'"comparable district" And by changing the minimum _relating to national

.==. average pg1,-pup4 LCR to 'one relating to national average per-pupil
expenditure: 4

Comparable School Districts: The amendment made by Clause (1) of
saction--201(drof Public Law 85-620 struck out "most nearly" ,before
"comparable -school district's" and inserted in lieu thereof 'generally."

ft

Alternativabr Minimum LCR., Clause (2) section 201(d) hf Public Law
85-620 struck out the two senlences add by Public Law 84-949 relating
to alternative or .einimum LCR and inserted in lieu thereof two new seri-
tenceliohaving1/4.tpe following effect:

.1

(a) Whereas, the first of the two senSginces provided that there would-
he two alternatiVe or minimum LCRs--Wall the State'average per-pupil
expendkgre and-tpe national average per-pupil LCR --the new sentence
providedwthat the two alternative or minimum LCRs would be half the

' pate average pei-pupil expenditure and half the national average
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per-pupil expenditure, except that an LCR baSed upon the national.
average per-pupil expenditura could not exceed 100 'percent of the
State average per-pupil expenditure. In addition, the new sentence
contained a provision which:had the effect Et holding local educa-
tional agencies harmless from the ,changes for one fiscal year.

4
.(

(b) Whereas, previously a secdnd sentence,defined-"national.average
per-pupil LCR" the new second} sentence defined ...average per -pupil
expenditure" in a State,or the United States.

1966 Amendments (Public Law 89-750)

Section 201(b) of .the Elementary and Secondary Education Amendments of
--'°° 1966 (Public Law 89-750, enacted November 3, 1966) amended section 3(d)

of Public Law 81-874 regarding the method of determining LCR.

sultation. Under the previous law, the Commissioner of Education was:.
_required, prior to computing the LCR for any local educational agency,
to consult with both that local educational.agency and -the State educe::
tional agency.',' As amended by section 201(b), the Commissioner was
required to consult. only with the State educational agency.

Comparable School Districts. Clause (1) of section 3(4) of Public Law
874 was amended to require that the Commissioner place each School
district within each State into a group of generally comparable school
districts. Clause-(2) of section 3(d) was amended to provide that the
computation of the,amount of LCR be determine on the basis of the
groups into which, such school districts had been 1 ced.

Per -Pupil Expenditure.' The definition of average per -pupil expenditure
was changed to ihclude direct current expenditures, by the State for the
operation of schools within the State.

1968 Amendments, (Public Law 90-247)

Section 206 o Elementary and Secondary Education Amendments of 1967
(Public, Law 47, enacted January 2, 1968) amended section 3(d) of
Public Law 874 by str4ing out the changes made by Public Law.89-750 in
1966; thereby reverting'to the law as it stood prior to the 1966 amenc14-
ments. ,

.'.

1974 Amendments (Public Law 93-380)

Section305oftheEducaticoAmendments-cf,1974 (PUblic Law 93-380,
enasted August 21, 1974)ievised section 3"lof Public Law 874 in its
entnety. Even though nd%substantive changes were made regarding LCR,
section 3(d) was reorganized so that the computation of LCR was govern
by aragraph (3) of section 3(d) of Public Law- 874. As reorganized,
.sec ion 3(d) provided the general rule for computing the amount of
an tlements'in paragraph-(f), the exception to that rule in paragraph
(2) he determination of LCR in paragraph (3).

4,1 )
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The language of section 3(d) of Public Law-874 as it now reads-f llows:
r-

Amount cfPaxpents

= 3(d)(1)paccept as is provided in- paragraph (2), the
amoun't to which a local edudational agency shall be entitled
under this section.for any 'fiscal year shall be -

(A) in the case' of-any local educational agency with
respect to whith the number of children determined for such
fiscal year.under subsection (i) amounts:to it least 20- per
centum of .the total number of 'children Mad(wete in. average
daily attendance at- the schools of such agency during such
-fiscal' year and for wham such- agency provided free public
education, an amount egual'to 104 per centum of the local
contribution rate mutt/plied by the number of children deter-
mined under such'su6section_plus the sum'of the products
obtained with respect to such'igency Under clauses (B)(iii),.
(B)(iv), (B)(v);-and.

01) in-any othet_case, an amount egual to the sum of --.

(i) the product obtained by multiplying 100 per
centum, of the local,contributiod rate by the nUraber'of
children determined trith respedt to such agency for- such
fiSCal. year under clause (2) of subsection (a), -

(ii the product obtained by. multiplying 90 per
centum 41f-the ioTal contribution-rate by the number of
children determined with iedbect to Such agency for such
fidbal year under clause (1) of subsection (a).

(iii) the proddct obtaidid by .multiplying 50 per
centum of- the local contribution rate by jOe number of
Children determined with respect to such agency for such
fiscal, year under.clause (3) of subsection (b),

(iv) the pgpduct obtained by multiplying 45 per
centum" of the local contribution rateluy the number of
children determined with respect to such' agency for such
fiscal yeertunder clauses (1) and (2)(A) of subsection
(b), and

(v) the product obtained by multiplying 40 per
centum of the local contribution rate by the number of
children determined with respect to such agency for such
fiscal year under clause (2)(B) of subsection (b).

3 (d) (2) (A) Repealed.

141

P,



p

4

-394-

3(d) (2)(B) If the Commissioner determines that --

(i) the amount computed undec, paragraph (1) as is
otherwise provided, in this subsection with respect to any
local educational agency for anyfiscil year, together
with the tunas available to such agency from State and
local sources and from other sections of this title, is
lesethan the amount necessary to enable such agency to
provide a level of educatioh equivalentto that main-
tained in ,the schoof'districts of the State which are
generally-omparable to the AbhOol district of such
agency;

-(ii) such agency is making a reasonable tax effort
and exercising due diligence in avAilinifitself of State,
and other financial assistance;

(iii) not less than 50 per centum of the total_
number Of children Who were in average daily attendance
it the schools of such agency of4ing "such fiscal year and
for whom such agency provided free public education were, 1"

during such fiscal year, determined under either subsec7.-
tion (al 'subsection (b), oiplodthi and

the eligibility of such'agencyunder State law
for-St e aid with respect to free public education -of
childi residing on Federal property, and theamouht of
such aid,are determined on a basis no less favorable to
such agency than the basis used in determining the
eligibility of local educational agencies for State aid,
and the'amount thereof, with respect to the free,,, public
education of other children in the State;

the Commissioner shall increase the amount computed under
para§raph (1) with respect to'such agency for such fiscal year
to the extent necessary to enable such agency to provide a
level of education equivalent to that maintained in such
comparable school districts.. The Commissioner shall not,
under, the -preceding sentence, increase the amount computed

-under paragraph _`(1) with respect to 'any local educational
.

4gencycfor any fiscal year to an amount which /exceeds the,
product of --

(I) the amount the tmmissioner determines to be the
,cost pek pupil of providing a level of educatibn maintainediin
such comparable school districts during such !fiscal year, '"
multiplied by -

(Il the number of children determined with respect to
such agency for such year under either subsection (a) or
subsection (b-),or both, minus Iteramount of State aid which
the Combigsioner deth6ines to be available with respect to
such children for the fiscal year for which. the computation is
being made.

442
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3(d)(2)-(C)(i) The amount of the entitlement of any local
educational agency under this section for any fiscal year with
respect, to handicapped Children and children with specific
learning disabilities for whom a determination is made under
subsection (a)(2) or (b)(3) and for'whom such local education-

-al agency is providing a program designed to meet the special
educational and related needs of such children shall be the
amount determined under paragraph (1) with respect to such
children foi such fiscal year multiplied by 150 per ceritum:

(ii) For the purposes of division (pa programs designed
to meet the special educational and related needs of .-such
children shall be consistent %nth criteria established under
division (iii).

(iii) The Commissioner shall by regulation establish
criteria for assuring that programs (including preschool
programs), provided by local educational agencies for children
with respect to whom thisdrsubparagraph applies are of suffi-
aient size, scope, and spality (taking into consideration the
special educational nedes of such children as to give reasona-
ble promise of substantial progress toward meeting those
needs, and in the implementation of such regulat.ions the
Commissioner shall consult with persons in charge of special
education programs foehandicapped children in the educational
agency of the State in which such local educational agency is
located.

(iv) For the purpose of this subparagraph the term
*handicapped children" has the same meaning as specified in
section 602(i) of the Education of the Handicapped Act and the
term 'children with specific learning disabilities' has the
sada meaning as specified, in section 602(15)- of such ,Act.

3(d)(2)a The amount of the entitlements of any local
educational agency under this section for any fiscal year with
respect to children who, while in'attendance at such agency,
resided on Indian lands, as described in clause (A) of section
403(), shall be the amount determined under paragraph (1)

with respect to such children for such fiscal year multiplied
by 125 per centum.

3(d)(3)(A) Except as is Provided in subparagraph (B), in
order to compute the local contribution,rate fOr a local
educational agency for, any fiscal year, the Commissioner,
after consulting with the State educational agency of the
State in which the local educational agency is located and
with the local educational agency, shall determine which
school diAtricts within such State are generally comparable to
the school district of the local educational agency for which
the computation is being made. The 1oCal contribution rate
for such agency shall be the quotient of -

413



- u-

-401-

(1) the aggregate current eipenditures, during the
second fiscal year'precedfnq the, fiscal yea; for which

---7,' the computation is made, which the local educational
agencies of such =parable school districts - derived

- from local sources,
divided by -- .

.
(ii) the aggregate number of children in average

daily attendance for whom such agency provided free
public education during such second preceding fiscal
year. . .

.

.

--"--

3(d)(3)(B)(i) The local, contribution rate for--_a local
educational agency in- any State shall not be less than -77 _

(I) 50 per centum of the average per pupil-expendi-
ture in such State, or' -

T11) 50 per centum of such expenditures in all the
States,,

whichever is greater,. except that clause /II) shall not
operate in such a manner as to make the local contribution
rate for 'any'iocal educational agency in any State exceed an
amount :,.equal to the average per impil-expenditurn -inrsuch
State.

(ii) If ,the current ,expenditures in those school dis-
tricts which the Commissioner has. determined to be generally
comparable to the school, district of' the local educational
agency for which a computation is made under subparagraph (A)

are not reasonably =parable because of unusual geographical
factors which affect the current expenditures necessary to
maintain, in the $64a.6!1 district of'such agency, a level of
education equivalent to that maintained in such other school
districts, the'Commissioner is authorized to increase the
local contribution sate, for SuCh,agency by such an amount...,
which he determines will compensate such agency for the
increase in curren expanditufes necessitated by such unusual
geograph-ical factors. --

(iii) The local contribution rate for any local educe-
d,'

tional agency in -- 0

. (I) PuerWsRico, Wake' Island, Guam, American Samoa,
the Northern Mariana Islands, or the Virgin Islands, or) 0

(IIi any State in'which-a substantial Proportion of
the land is in unorganized territorx, or

(III) any State in which there is only one local
educational agency



...shall be detttmined for any fiscal year by the Commissioner in
accordance with policies and principles which will best
achieve the purpoes of this section and which are consistent
with the policies and principles pr9vided in this paragraph
for determining local contribution rates in States where it is
possible to determine generally comparable school-districts.

3(d)(3)(C) For the purposes of this paragraph -
fp the Eerm *StAte* does not inolude Puerto Rico,

Wake island, Guam, American,Samoa,'thporthern Mariana
Islands, or the Virgin Islands; and

(ii)' the *average per pupil expenditure* in°a State
shall be- (1) the aggregate current expenditures, during
the second fiscal, year precedin4 the fiscal year for
which the computation is made of all local educational
agencies in the State, divided by (II) the aggregate
number 'of children in average daily attendance for whom
such agencies provide -free public education during such
second preceding fiscal year.
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VIII. HOW SHOULD FUNDSBE ALLOCATED AMONG LOCAL EDUCATIONAL AGENCIES
WHEN APPROPRIATIONS ARE INSUFFICIENT TO SATISFY ALL - ENTITLEMENTS?

Prior,to fiscal year 1969, the apprOpriations for making payments to
local educational agencies under Public Law 874 were, with the excep-
tions of fiscal years 1965 and 1967, sufficient to satisfy the
entitlements created under the law. That being the case, the ovisions
of section 5(c) of the law, which made allowance for the eventuality'of
insufficient appropriations, were of minor importance. Section 5(c)
prOlided that, if appropriations were insufficient to satisfy fully all
entitlements for any fiscal year, the amount paid on each entitlement
that year was to be reduced in proportion to the amount of the insuffi-
ciency.

Since fiscal year 1969, appropriations have been consistently insuffi-
cient to satisfy entitletents. The insufficiencies were great enough
that the ratable reduction language of_section 5(c) became a major
policy question.

In the case 'of local educational agencies for which Impact Aid payments
were a relatively small percentage of their bUdgets, reductions did not
cause major disruptions in their school- operations. It was different
for local 'educational agencies which were dependent" upon Impact-Aid
payments. Heavily impacted school distil.cts were thriaiened with
serious disruptions--even school closings. These disruptions in school
operations became a source,of real concern.

Beginning in 1969, the Congress made special provision for heavily
impacted school districts, which.gave local educational agencies having
an enrollment of at least 2p percent AN children payments equal to
their full entitlements. These local educational agencies were, as a
consequence, recognized thereafter as a special category of school
district and called, informally, 'Super A's." Subsequent appropriations
Acts,- in recognition of the special needs of "Super A" districts,

-contained special language giving them full funding. In addition, those
Acts provided that entitlements based on "A" children in other school
districts would be paid at the rate of 90 percent and entitlements based
on "B" children would be paid at lesser percentages, dependent upon the
estimates as to how much of the "B" entitlements could be covered by the
appropriation.

In 1974 section 5(c) of Public Law 874 was revised by initiating a new
approach to making payments when appropriations are insufficient to
satisfy all entitlements. The new approach-Not7designed to set priori-
ties for making payments among various types and degrees of Federal
burden. This new approach .required -that payments be made in three steps
or "tiers":-
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In Tier I, a uniform 25 percent of all entitlements were -to be paid.

In tier /I, varying percentages of entitlements were to be paid, in
addition to the amounts paid under Tier I. Thes; percentages ranged
from 75 percent in the case of *Super AN districts down to 28 percent
in the case of entitlements based on *out-of-county* *Ii* children.
Entitlements based on children from low-rent public housing were
'excluded from payments under Tier II. No payments could be made under
Tier II unless all p nts under Tier I were made, and no payments
could b4 made uncle ier II unless all payments were paid.under Tier
II.

In Tier III, any funds remaining were to be paid-in partial satisfac-
tion of unsatisfied entitlements in prOportion to the extent that they
were unsatisfied at the completion of payments'under Tier II.

With the enactment of the Education Amendments of 1978 there was a
reaction against the mandatory funding requirements in the tier system,
and section 5(c) was amended to cause a 35 percent reduction in the
amounts to be paid under Tier II and create a correspOnding payment
authority which would allow appropriations legislation flexibility in
determining the amounts to be appropriated.

1

__The Education Amendments of 1978 also created fur er distinctions in
favor of *Super-A* districts which lowered the eligAllity for *Super AN
status from 25 percent *A* children -to' 20 percent and provided for
funding military *B* children entitlements An the same manner as such
districts are funded for *A" children entitlements.

Subsequent appropriations Acts have further modified the effect of
section 5(c) so that section 5(c) no longer controls the priorities in
making Impact Aid payments, causing confusion, extremely difficult ,

administrative problems, and delays in making payments,

The Commission recognizes that, notwithstanding ttre merits of the claim
that local educational agencies have on the Federal Government for
compensation for the burden placed on them by Federal activities, there
are meritorious Federal activities which also have valid claims on the
Federal treasury, ill of which compete for limited financial rebources'
in the budget-making and appropriations process. Decisions affecting
the allocation of financial resources among those claims are political
in nature and are made on the basis of many factots beyond the scope of
the mandate given to this Commission. That mandate, however, does
require that this Commission recommend to the _Congress a method of

fundsavailable for Impact Aid .among local educational
agencies, based oh-priorities within the program.

The Commission wishes to make clear that, in, its assessment of the
equity in the structure of the Impact Aid Program, every' effort has been
made to make an objective determination of the_Federal burdens on lace).
educational agencies, based upon legal and economic principles, and that
the obligations which arise from those burdens are real and substantial.

I 7

v
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Among local eL1ucetional.agencies the degree and type of burden varies
considerably,tbut the burden is no less real for a lightly *impacted*
school disttict than it is for a heavily 'impacted* school district.
They diffei only in the degree to ich failure to compensate for the
burdens impairs the ability of. local ucational agencies to operate.

Appropriations ought to be sufficient to satisfy -all entitlements, and
it is only reluctantly'that the Commission would consider recoomend.r&
tions:Khleh'wOuld have the effect of giving entitlements of'some local
educational agenciesthigher-priority than those of others. The mandate
of the Commission, being as it is, does require that it do so, and,
therefore, the Commission has sought some rational ppinciple:upon which'
such a recommendation could be based..

Considering the legaland'educational policies-upon which the preceding
recommendations are based, tliere are two which appear to be appropriate
for forming the basis for a recommendation on priorities:

(1) The policy that Impact Aid is necessary under the federal system
of government to preserve local educational agencies with such heavily
,impacted school listricts that their ability to operate would be
threatened without Impact Aid payments. IN,

(2) The poliCy that the Federal Government has an obligation for the
education of/federally-connected children.

In the case o local educational agencies- with heavily impacted school
districts,'th potentially destructive force of the power of the Federal
Government is, a reality. In many cases, the reality is that local
educational agencies would be forced to close their schools A}t to
Curtail their operations so substantially that they woUld no longer be
viable units of locallovernment under State law.

.

The consequences o£ closures or curtailments would, be that children for
whom the Federal Government` has an obligation would not receive an
adequate'level of education and there would be a failure of obligation,
not only to the local educational agency under the federal system, but
to the children.

The Commission bel4eves'that these principles provide sufficient guid-
ance- for determining at least which local educational agencies must be -
guaranteed payment of their full entitlement: those which, if they do
not receive the full entitlement, can not provide an adequate level of.,
education for federally-connected children.

Past practice in Public Law 874 has been to give preferential treatment
to the so-called "Super'A* districts--those- which, under -current law,
have in attendance a number of children who both reside on, and resiae
with a parent employed on, Federal property (so-called 'A" children)

4 8
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and who constitute at least 20 *errant of the Overage daily attendance

ent 'A' children would expect that theijcg

of their schools.' gm a nat al average a local educational agency
with an enrollment of 20 per 7
entitlements based upon that 4umbtr would constitute approximately ten
percent of its current expenditures. If all of that local educational
agenay's.payment/were eliminated, then certainly.substantial disruption
of its schools' operations would occur, yet it is difficult to determine
the percentage of aslocal/educational agency's current expenditures A
reduction below which such/a disruption would almost-always occur. Any

percentege Of current expenditures would stem to .be arbitrary and
difficult to justify.-

..

At the same time, using only the percentage of "A" children is incon-
sistent with the policy statement in the findings of this Commission
that there *is no qualitative difference between 'A' children and "3"
children -only a quantitative difference. Therefore, using only "A'
children as a demarcation factor between heavily impacted and not -so-
heavily impacted districts would appear to be inequitable to those local
educational agencieS having a high concentration of military dependents
who are not A', children. Two "B" children, by definition,' equal of-M
'A' child under'thi theory and policy adopted under the,original-law and-

under that which this Commistion recommends be continued.

Tbe aatual question is which 'local educational agencies snot:ad:nave
full entitlements paid and which, if. circumstances require, -should.

suffer pro rata' reductions; otr stated .another way, which local educa-
tional agencies could' not endure a orb rata reduCtion to the extent
recent appropriations levels would require if ler:. had permitted such

across-the-board reductions. The only guidance the Commission has 'is
history: those which have suffered, substantial reductions and survived;
and, presumanly, those whiCh did not would not have,bten able to cOn-.
tinue their level of operations.

It ieon this basis that the Commission has. come to the conclusion that,
orb the basis of precedent, the 20 percent 'impaction' of "A" ch"A-on be
retained as aiuideline for priority treatment, but that, if when "B.'

children are Ancluded, being counted as one-half a child each, the

aggreg'ite :umber of all federally-connected children cons.-"-as at
least 25 percent of the average daily attendance of a local educational
agency, that agency should be given such treatment.

At this time, with a record of more than a decade of shortfalls in
appropriations, it would appear that expansion Of the program to inclade
local.educational agencies&with less than three percent of their average
daily membership being federally - connected and those with fewer than 400
federally-connected children is not equitable fOc those local education-

al agericies which have" heretofore been eligible. For this,reason the

Commission recommends that these local educational agencies with ex-
tremely lightly impacted school districts be given the lowest priority

-in making payments.

8
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Beyond the priority given heavily impacted districts and the low priori
ty given to extremely light0 impacted' districts, the Commission can
find no principle which can'be'applied rationally to dicide the entitle-
meant of one local educational, agency.from that of another, and, if they
must suffer reductions(' then equity requires that they all receive
similar treatment -72sorata reductions.

49

IX. SHOULD THE STATES TAKE IMPACT AID PAYMENTS INTO CONSIDERATION IN
THEIR STATE AID PROGRAMS?

.

Under current ,law, no Impact Aid payments-oan be made to a local edu-
cational agency in a .State which takes Impact Aid into consideration'
When determining 'the amount of State aid to which that ageno9 is
enti ed. There is an exception to this general rule: if a State aid
plan is designed to 'equalize expenditures,' then a local educational
agenc may receive Impact Aid even though the State considers those
payme local sources.

As State /programs of aid for education have developed over the years,
their forms and purposes have varied. _Some provided foi simple per
capita payments'to local educational agencies. Others made payments to

- local educational agencies based on some chonsideration of the amounts of
.,.,lexignue.raised from local property taxes; A number of State legisla-'
turesi% in developing their distribution. formulas, began to. consider

..e7p4tiact Aid payments as local resources. This amounted to substituting.
'7 Federal, moldy for,State money, diluting if not negating a benefit from

..

"'Impact Aid.

In 1968, the Fedetal-Districi Court for the Eastern District of Virginia
xu).,ed,,,,that Virginia couldtnot consider Impact 'Aid payments to local
educational agencies as anything but -a supplement'Ao' funds already
available for.educatiog in the State. Sfiepheard V. Godwin, 280 F. Supio.
865 (1968). In that case, Virginia taxpayers challenged the Virginia
State aid program, under which the State reduced aid payments to
federally- affected localities by the amount of Impact Aid received.
They argued that' the practice of the State violated the Fourteenth
Amendment to the U.S. Constitution because'it treated the children.of
Federal employees differently than it treated other students in the
State. Theralso complained that the State deduction burdened them as
taxpayers'because deficiencies in the budgets of Ibcal tedudational
agencies would have to be made up by'incre40ed,tax,levies.

The State supported its deduction, of Impact Aid payments by arguing that
those payments substitute for taxes and should be charged ,to_localities
as taxes are under the State\ald fortula. The State also argued- that
the, State counts federally-connected pupils.in.computing part of State

,For this.reason, the State argued it Is.not inequitable to insist
upon a deduction of a commensurate amount of [Impact Aid] moneys.'
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In finding Virginia's program inconsistent with 'congressional intent in
enacting Public Law 814, the court said the plan violated two policies
of Impact Aid: (1) that Federal funds are exclusively for supplementa-

, .

ticOn of lop/
.

source revenues for school purposes and (2) that Impact

Aid-was nintended to lessen State efforts.. Fcfr- these-reasons, the

court concluded:

...the State forula wrenches from the `impacted localitie
the yeti, benefaction the act was intended to bestow. Th

State plan must fall as violative of the supremacy.-clause
of the COilstitution... -

Allowing Virginia to deduct Impact Aid payments from the amount a
locality should Otherwise receive in State aid amounts to a "commandeer-
ing of credit for Federal Moneys," the court wrote. This is Federal aid
to States, which is-inconsistent with the_intent of Impact Aid. The

couet noted that the House Committee on Education and labor,, in:recom-
Ung passage 4f Public Law 874 in 1950, observed.thal"there should be
ederar compeimation, to the State:for the Federal presence in a

community. State revenues, the Committee noted, are not diminished by
the Federal presence---Zederalenployess pay sales.and income taxes as do
.other residents of tae "State.

response to .that, the Congress.in ,1968 amended Public Law 874, by
adOing, section 5(4)(2), to require that a local educational agency can
receive no DIMpact Aid payments if (1) the State tri which the agency was

located took Impact Aid payments into .cohiideration in determining
either the eligibility of an'agency for state aid or the amount of State

a which the agency 1::Lkentitled, or (2) the State in which the
agency ' located awarded lras State aid to arcagency if it was eligi-
ble for Impact Aid payments than if it were not eligible.

Kansas adopted a-peogram of State aid'which purported to be an equal,
tion program and which took Impact 'Aid payments into consideration.

order to avoid the -penalty in this section 5(d) (2), members of th

Congfeds representing Kansas and other 'states., in similar sit
succeeded ih enacting an- exemption for fiscal year-1973 from -eon.
8(4)(21 for local educational agencies in States which adopted -programs
of State aid designed to equaliNe expenditures among local education

agencies.

'Thisik1973 exception laoted'cmly one year. It was 'enacted with the
understanding that the equalization issue` would dealt_ with as a

datter'of long-range policy in the ].914 Amendments to Public Lew 874.

The policy of Impact Aid toward equalization is a matter of concern to
States attempting to equalize expenditures among districts. Thoie

'States contend that Impact Aid payments can contribute to 'pier-pupil

expenditure disparitiek. ;If Impact Aid payments cannot-be considered as
part of the resources available to a district, those States argue, then.

eqUalization.efforts will' be defeated.
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,The 1974 amendments created a.permanent exception to the 5(d) rule to
provide that a_ State with what the Education Department considers a
valid equalization plan can count Impact Aid payments as local resources
in assessing. local needs. To be 'valid, a State. aid plan must,be de-
signed.to 'equalize expenditures" for education among all local educa-
tiohal agencies in the State. Also, the State may consider Impact Aid
payments .as local resources only in proportion ;e3 the share that local
revenues covered'under a State equalization plan slake up. of total local
revenues.

The controversy respecting State treattept of Impact Aid payments stems
from the States' view of their StAte aid-programs and their view of what
Impact Aid is.

-So long as State aid programs to local educational agencies were based
on assistance to the extent that there was a finanbial need, many States
took Impact Aid paymehts into consideration as local resources_in deter- '
mining the need of local educational agencies for assistance. This
amounted to substituting Federal funds for State funds in the State aid
program and-las found to be inconsistent with the intention of the A;
Congress in Shepheard v. Godwin, supra.

The holding of'the Court was ratified by Statute by the Congress and the
question appeared to.be closed. However! the States' movement toward
equalizing expenditures amobg local educational-agencies raised a new
issue: expenditures per child regardles4 of source or need. by local
educational agencies should be to some extent equalized.

The States contended that if Impact Aid payments were not taken into
consideration in their State aid programs, those payments, when made in

,-addition to the equalization provisions of State law, had a disequaliz-
. inj effect and defeated/the perpove their plans. It was for this
reason that the equalization exception was made in the statutory prohi-
bition against taking Xmpact Aid payments into consideration in State
Aid.

The regulations implementing the equaliaation exception were broad. Not
only, was a great disparity in expetrditures among local educational
agencies (25 percent) permitted, but the regulations permitted 'Rpower
ualization* or "wealth neutrality" plans to qualify for the exception.
er equalization plans generally are designed to enable any local

education) agency in the State to raise the same revenue for each mill
-of taxation, and :do not even: address questicin of what is actually
expen4ed. MoreOver, there is e'idence that the Zaucation Department,
when it reviews,,power equalizatiot.plans, does not take into considera-
tion expenditure or revenue Ceilings- placed on local educational agen-
cieswhich may*confpct with 'the equalization plan,. so that what app$ars
1.75'be power equalizatiOn -under one State, law is not that at all/when
viewedjn the light/of other State laws.

/-
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It is the view Of this Commission that the Department has been 'unduly
ladlin enforcing the proqibiticin in section 5(d)(1) (in cases such as

Kansas, Maine, North Dakota, and :possibly Rhode Island), and unduly
"generous to the States in approving their equalization plans. (Michigan,
for example). The 25 percent dispar.ity permitted under the expenditure
equalization regulation, on its face, is'neit equalized expenditures

A
(especially when the 'highest and lowest expenditures are not included
within the disparity limits). The 'power equalization" regulation does
not-even address the issue of equalized'expenditures and appeard to haie
no basis in law.

The State treatment issue is entirely irrelevant when viewed on .the
basis of the theory and purpose of, the Impact Aid Program. The Impact

Aid Program is designed to pay a portion of the local-stare of the cost'
tt education, as determined under State law. Under this theory. the,:

States should, under their'own school financing law4, determine the
State contribution to local educational agencies, thereby also determin-,
ing the local share of the cost of education, It is to this'local share
that Impact Aid attaches.

The +Commission recommends that the prohibition,in current law against
the States' taking Impact Aid payments into consideration in their State
aid programs ought to be continued with 'modifications designed to
prevent'State actions having the same effect as takl;ng those payments
into consideration., Those modifications would prohibit

A
(1), d State from req uiring local educational agencies tq spend:Impact
Aid funds for any-purpotd which the State would otherwise fund; and

a

(2) general purpose units of government from diVerting Impact,Aid-
funds from local educational agencies.

With regard for the exception to the prohibition in the case of a

State's having an equalization plan, the Commission is recCmmehding

specific guidelines for- determining when a-State is equalized and 1the
degree to which ImpactAid funds may be taken into consideration ih
equalized tates. tL

th W
-

t &

First, the CoMmission recommends' that State equalization plans actually _
have the effect of equalizing expenditures.among local educational,

agencies. Current lair only reqUirei that State Plans be designed to.*
'equalize. This has permitted power equalization plans to be approlftd
even thoilgh,-there's no equalizing effect.

Second, the Commission recAlmatnds that the disparity in expenditures be
no great4r than en peicent. The 25 percent disparity-now permitted
results inAtatas,now g*Ilifying with wids(ranges of,expenditure - ,among

local educationai'agencies.

4,53
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ird, the Comthission recommends that no mote than two percent of the
enrollment in a State be excluded in determining the highest expendi-
tures in the-State. This exclusion is necessary because there are local
educational agencies which, because of unusual circumstances, have
extraordinarily high per-pupil expenditures. The cvrrent regulations'
exclude the top five percentiand the bottom five percent. ,Thetommis-
sion can find no rationale for excluding local educational agencies with

the least expenditures and has found that excl ding five percent at the
top permits disparities in expenditures which tare inconsistent with the
concept of equalization.

Fourth, the Commission recommends that no State qualify if the average
per-pupil expenditure in the State is less than the national average
per-pupil expenditure!. This is necessary because the formula foi
determining the amount of compensation sets national average per-pupil
expenditure as a minimum for an adequate level of education, and pays
local,.' educational agencies accordingly. r local educational agencies"
in a State are paid on the basis of a national average, and then that
State takes those payments into ccmsideration, that State would receive
a benefit from having less than the national average. This would be
inequitable.

Fifth, the Commission recommends that in no case should more than 50
percent of a local educational agency's payment be taken into considera-
tion. The costs incurred by 'local educational agencies in providing
education Agr federally-connected children--such as recordkeeping and
providing for a highly mobile student body--are sufficiently higher than
normal costs that' even in an eized State, special consideration
should be given to them.

Sixth,"ihe amounts of entitlements for local educational agencies with
ool districts.are to be computed on an individual
g .thote amounts, the Department, is expected to

e resources available to those local educational
State aid." If the States -were 'then able to deduct

om State aid, the purpose of individually deter-
ld be defeated. Therefore, the_ Commission recom-
equalized States, payments to local edutational
impacted school..- districts -.may not be taken into

heavily impacted
basis. In computi
consider all of

agencies, including
Impact Aid payments
mined entitlements wo

that, even A.
agenciet w4th hea4
consideration;

4
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CHAPTER

BINDINGS AND RECOMMENDATIONS
OF THE COMMISSION

.

The Commission on the Review of the Federal IMpact Aid Program, under
its mandate given by the Congress, is required to review and evaluate
the administration 94 .operation of the program authorized.by Public Law
874, Eighty-first Congress and report on that review and evaluation to
the Congress. That report is to include such recommendations as the
Commission deems appropriate.

THE COMMISSION, HAVING GATHERED EVIDENCE ON THE ADMINISTRATION AND
OPERATION OF THE IMPACT AID PROGRAM, HAVING EVALUATED AND ASSESSED THAT
EVIDENCE, AND HAVING MADE POLICY FINDINGS BASED ON THAT EVIDENCE, MAKES
SUCH RECOMMENDATIONS AS DO. FOLLOW IN THIS .CHAPTER.

In carrying out ita,-,mandate, the Commission Used, as an evaluative
device, a historical approach. It assumes that the original law -..was
good policy, based on valid principles; and, unless'effectively chal-
lenged, those principles would be used as-a policy guide in the evalua=
tion. So, the inquiry began -with the questionT!what are the underlying

PrenasesuPonwhichtlieProgramiehasedandwhatwerethe_circumatances7.
surrounding the adoption of those premises?"

This question was followed by a series of questions -.in such a manner
that recommendations could be deVeloped in a logical manner, based upon
consistent policies, as follows:

(1) Is there a valid challenge to any of the principles accepted by
the Congress in enacting the originallaw?

(2) Have circumstances changed so much that the original premises of
the program are no longer valid?

(3) Do changed circumstances require changes in the program?

The Commissio4 as a research method, (1) conducted in-house, research
and (2) gathered evidence through the hearing. process. _The former was
designed to inquire into'questions not likely/to be addressed, in public
hearings; and the latter was.fashioned in such a manner Is to obtain
information not otherwise gathered and published,. and to get a measure-
-of public opinion.

I
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The evidence was then arranged 'around the fó owing nine questions:

- (I) Should the Impact Aid.ProgrAm be continu

(2) Shohld there be basic changes-4ln the Impact Aid Program?

(3) Flow should the term *Federal property be defined?

(4)- What is. the obligation of-the Federal Government with respect to

the education of children connected with Federal property?

(5)- Should local educational agencies edUcating children in attendance
at public schools by reason of Federal law or activities be compensat-
ed therefor?

(6) Which,local educational agencies ,should be eligible for Impact Aid

payienti?

(7)What should be the amount cif compensation?

(8) Sow should- funds be allocated among local educational- Agencies
when appropriations are insufficient to satisfy all entitlements?

-_ (91 Should the States-take Impact Aid payments intaocionsideration in
4 their State Sid programs? I

. _

, I

i

I. SHOULD THE IMPACT AID PROfiRAWBE CONTINUED? 1
.

4

A review of the evidence regarding the question of continuing the Impact
Aid Program, reveals that the program was originally authorized as a

means of mitigating the adverse effects of Federal activities on -the
financial ability- _of local educational agencies to carry -out their

functions--to compensate them for the burden placed upon them by Federal

immunity from State and Local, taxation and by educating,federally-
connected children. The program carries 'with it no Fede,ral education

policy. It is' intended to preserve local control over education by
compensating them foNlocal ,revenues, without which those agencies would
become more depehAentlupon 6fie State and commensurately less subject to

local control,

In general, the Underlying philosophy of the major part of Public Law
874 is that the Fedetar"Governmint, as a,property owner and user,
should, without regard for the'tax-exempt status of that property, be
treated in much the same, manner as a private landowner and should pay to
each local educational agency an amount for 'each federally-connected
child which is roughly equivalent to the amount per child which private
property owners in comparable communities pay toward the cost of educat-

ing children.

1



Federal activities impose two kinds of burden on local educational
agencies: a revenue burden resulting from loss of revenue when the
Federal Government owns real property, thereby exempting that property
from State and local taxation or when Federal law or policies require
that real property be so exempted; and a service burden resulting from
the provision of educational services by local educational agencies for
federally-connected children. Public Law 874, Eighty-first Congress,
was enacted to compensate local educational agencies for these burdens.

Evidence against the Impa6t Aid Program was presented by the Education
Departmerit as follows:

(1) the Impact Aid Program overpays local educational agencies, in
-.that entitlements are greater than the financial burden placed upon

them by Federal activities;

(2) in most instances the economic benefits of Federal activities to
localities compensate for the burden placed upon them by those activi-
ties;

(3) if those benefits are not available to local educational agencies,
it is the result of ineffective State and local educational financing
systems;

(4) the Governmen't must take budgetary constraints into consideration
and set priorities among education programs on the basis of those,
constraints; and

(5) other, education programs have a higher priority with the Education
Department than that given to Impact Aid.

The adequacy of the school finance laws, budgetary constraints, and
priorities in funding among education programs are subjects not placed
within the scope of the mandate given the Commission by the Congress.
The Commission did, however, make policy findings -regarding these issues
as a means by which recommendations could be developed.

SHOULD THE COMMISSION MAKE REtoMMENDATIONS BASED UPON AN ASSUMPT;0NIT
THE STATES AND LOCALITIES SHOULD CHANGE THEIR LAWS IN ORDER TO TAKE
ADVANTAGE OF THE ECONOMIC BENEFITS OF FEDERAL ACTIVITIES?

The Education Department has contended that Impact Aid entitlements are
greater than the burden imposed by Federal activities, and that such
activitiesactually cieate economic benefits that offset and compensate
for any burden imposed within a locality. The Department contends
further that if those benefits are not available to local educational

A
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agencies, it is-the, result of ineffective State and local educational
financing systems. None of these contentions were borne out through the
Commission's hearings and research.

The Commission made a major effort to determine the extent to which the
economic benefits which may accrue from Federal activities are available
to local educational agencies. Even though the original law authorizing
the Impact Aid Program required that, under section 2 of that law, there
be determinations about the fiscal benefits of Federal activities to
local educational agencies, no means for making those determinations had
been devised. In the case studies conducted by the Commission, the net
tiscal burden is generally commensurate with the amounts to which the
local educational agencies studied are entitled under section 3 of
Public Law 874. In addition, the case studies showed that 'military
installations cohtribute substantially more to State revenues than to
local-educational agency revenues.

In Belle* School District, Bellevue, Nebraska, employees associated
with Offutlir Force Base contributed about $6.3 million to the State in
income and .sales taxes but only about $1.0 million to the local educa-
tional agency in property taxes. In Douglas School District, Box Elder,
South Dakota, employees related to Ellsworth Air Force Base paid about
$1.6 million in sales taxes to the State (South Dakota has no income
tax) but just $0.1 million in property taxes to the local educational
agency. And in Chambersburg Area School District, Chambersburg, Pennsyl-
vania, employees associated with Letterkedny Army Depot contributed
about'-$5.0 million to the State in income and sales taxes, but only
-about $1.2 million in property taxes.

Districts apparently fail to capture the benefits that States succeed in
accruing for at least six reasons:

(1) Many base employees live on base and are not subject to property
taxes; a

(2) Many base employees living off base live outside the district;

(3) Military employees frequently shop on base, denying maximum
commercial development to-the school district;

(4) Off-base shopping is frequently done outside the district, further
retarding commercial development;

) Base purchases may be made within the State but outside the
district; and

(6) State taxes Constitute a higher percentage of personal income than
do local-property taxes.
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Assuming that the Federal Government should be treated, to the extent
practicable, as a private landowner under the school finance laws of the
States, what relatioAthip.is there between economic benefits confdrred
by the ownership and use of the land and the objection to pay real
property taxes on that land? Private industry is generally considered
as having a positive economic benefit orb the community in which it is
located, yet among the benefits it confers is the tax it pays on the
property it,uses. Zoning laws and commercial property taxes are, in
large part, designed to regulate and capture the benefit of taxes on
productive property. To be sure, some communities give, subject to
State law,'limited tax preferences to industries in order to get them to
locate in their areas, but these preferences are generally limited in
time and are not in the form of tax-exemption altogether.

Even if there were a net economic benefit-conferred -hrredetir ictivi=-
ties on a local educational agency and if that benefit were to be a
factor in determining compensation for the burden imposed by those
activities, it should be taken into consideration in determining the
amount of compensation through the process of setting priorities rather
than as a substitute for any obligation as a landowner.

Moreover, -- Public Law 874 was designed to operate under the laws of the
States regarding the financing and governance of local educational
agencies. The law was based On an assumption that most local education-
al agencies derived the revenues for the local share of the cost of
education from real property taxes, approximately half of which came
from taxation of residential property and half from taxation of non -
residential property.

The manner in which the States finance public education is solely within
the prerogatiVes of the- States, under the Constitution, so long as the
laws of the States affecting the financing of public education clo not
operate to the disadvantage of petsons subject to a suspect classifica-
tion or interfere with the exercise of fundamental rights and liberties
and so long as those laws bear a rational relationship 1p the legitimate
State purposes of financing pyblic education.( San Antonio Independent
School District et al. v. Riodeiguez et al., 411 U.S 1 (1973).

It would be difficult to contend that the Congress cquld legislate
directly to determine how the States finance their schools or the
relationship between the States and their subdivisions--local education-
al agencies.

Failure to continue the Impact Aid Program because of a belief that the
States should change their laws to take advantage of the economic
benefits conferred- by Federal activities would be doing indirectly what
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the Congress could not do directly. Modification of the program based

on an assumption that the States would change their laws to accomplish

that purpose is, In effect, placing duress on the States.

Therefore, regarding the question of whether the Commission should make
recommendations based upon an assumption that the States and localities
shiDuld change their laws in order to take advantage of the economic
benefits of likeral activities, the Commission found --

(1) that, if there are net economic benefits to the affected locali-
ties, the revenues-from those benefits are, except in the case of
taxes on the net increase in property values caused by Federal activi-

ties, primarily in the form of income and sales taxes imposed and used
by State government and _local units of general government, rather than

by local educational agencies;

(2) that those revenues can only become available, to local educational
agencies through substantial changes in State laws. which would affect

fiscal independence of, and control over, those agencies;

(3) that Federal policy4should be neutral with respect to the rela-

tionship between the States and their subdivisions and with respect to
fiscal independence of local educational agencies;

(4) that the policy in favor of treating the Federal Government, to

the extent practicable, as a priyate landowner, under the school
finance laws of "the States, is sound and should be continued;

(5) that the economic benefits private land owners confer on Locali-

ties do not relieve those land owners of their responiibility for

real property taxes, although some local governments do give limited

tax relief to owners of some cammercial property in consideratiOn of

the economic benefit derived from the use of that property; and

(6) that increases in'revenues from income-and. sales taxes resulting

from Federal activities are not a relevant consideration when deter-

mining the degree of burden plaked upon a local educational agency by

Federal ownership and use of real property but may be relevant in

computing the amount of compensation for that burden to that agency
when it is determined that those revenues are a fiscal benefit to that

agency.

Even though these findings did not directly form the basis_of any

recammendations, they were policies which provided the guidelines.for

all of the r cdemendations. The Commission makes no tecommendations

based on an as umption that the States should change their laws respect-

ing the means which local educational'agencies are financed.

t;
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SHOULD BUDGETARY-CONSIDERATIONS BE A FACTOR IN DETERMINING THE EXISTENCE
OR MAGNITUDE OF FEDERAL BURDEN

Testimony before and research of the Commission overwhelmingly .support
the retention of the program and expansion of funding levels. The evi-
dence before the Commission which would support major reductions. in the
Impact Aid Program is based on a contention that the Federal Government
must reduce expenditures generally and that among Federal priorities
Impact Aid is of less importance than'other items in the Federal budget.'
This contention does not address the merits df the program on its own
terms but rather the relative merits of the program when measured
against other Federal funding priorities. Furthermore, priorities among
education programs cannot be assessed without a'study of all education
programs, which study was beyond the mandate given the.Commission by the
Congress.

The Commission found --

(1) that budgetary considerations are political questions which change
.from year to year, 'based on many factorsbeyond the scope of this-

, review and evaluation of the Impact Aid Program;

(2) that the degree to-which_Federal activities constitute a burden on
local educational agencies is relatively constant over the years and
can be determined based upon_factors within the scope of this review
and evaluation;

(3) that budgetary considerations are not relevant to determining the
magnitude of burden Placed upon local educational agencies;

(4) that budgetary considerations should not be'a factor in determin-
ing- the level of appropriations for tge Impact Aid Program unlesS
there is a general policy in favor of _reducing expenditures by the
Federal Government and, when there is a.datermination of the level of
appropriations under such circumstances, the Government's obligation
to local educational agencies should be a primary factor and this
program should receive a high priority level;

0

(5) that budgetary considerations,_if they are to be a factor in the
amounts paid to local educational agencies, should bear on deteAtining
the overall leVels of appropriations fot the program; and

(6) that, if those levels of appropriationr-are insufficient to
compensate local educational agencies for the burdens laced upon

t-'

them, the fund appropriated for the programshould allocated
within the program on the basis of priorities which take into Consid-
eration the magnitude and the-hature of such burdens.

These findings were appted as a matttr7of policy in determining the
manner in which evidence was to be weighed, and have no recommendations
based upain them.
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The Commission examined intensively the underlying premises upon which
the program is based. Although circumstances have changed in the 30
years since the enaction of Public Law 874, those circumstance's havb not
changed so greagy as to warrant substantial revisions of the program as
it relates to public school financing.

There have been significant changes in State laws regarding school
finance, with a trend toward a greater share of the cost of educatiOn
and less reliance upon real property taxes for the support of education.
The Stare-,share of education revenues, should continue to increase,
though how Much depends on the effect of State taxation, and expenditure
controls. Localities have contributed a smaller share of education
revenues since 1950 and have relied somewhat less on the property tax to
raise revenues; yet the residential and commercial property tax base

Lill
important. These c14nges, however, have not been so

s tantial as to change greatly the patterns of school finance into
which Impact Aid was designed to fit, or as to merit substantial altera-
tion of the program as it relates to the financing of public schools.
The Pederal Government still owns millions of acres of land and its laws
and policies require that still more land be exempt from State and local
taxation. Children who reside on that land and whbse parents are
employed thereon are in attendanbe at the schools of thousands of local
educational agencies, the great majority/of which agencies still rely
substantially upon real property taxes for the revedlies necessary to

gT
support the operation of those schools.

Regarding .Federal immunity from State and local taxation under the
Supremacy Clause of the Constitution, the law has been reviewed and even
though finer distinctions have been drawn allowing more taxation of
private interests in Federal property, the doctrine of immunity still
stands and deprives local educational agencies of revenues. A factor in
limiting the broad coverage of that doctrine has been a recognition, on
the pprt of the courts, that Federal immunity must be balanced against
the need of local governments for revenues. Even though there is a

considerable body of opinion that such balancing should be carried out
through the political branches of the Government, the Supreme Court has
recently decided that it can limit the power of the Federal Government
when the federal system of government is threatened by the exercise of
otherwise valid powers of the National Government.

'One trend which the original Impact Aid PrograM did not anticipate was
the move toward equalization of expenditures within a State. Theie is a
body of opinion that if there is equalization of expenditures among
local educational agencies within the State, the need for Impact Aid
payments would be limited to those local educational agencies having a
high percentage of federally - connected children in attendance at their
schools--especially if equalization were the case among the States--and
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that the Congress should exercise its spending power to encourage
equalization--even to the point that, as an inducement, the State
themselves (rather than their local educational agencies) would receive
Impact Aid payments if they equalize. This approach'is considered
'impractical at this time but merits consideration when the apparent
trend in favor of equalization so restructures school finance patterns
as'to alter the basic premises for the Impact Aid Program.

One other significant trend since the enaction of Public Law 874 was the
increase of refugees and undocumented aliens entering the United States,
especially in the 1970's and early 1980's. There is good reason to
broaden coverage under Impact Aid for- these groups because theii pres
ence is the direct result of Federal policy, war-ranting assistance under
Impact Aid.

The relatively unchangeorcirdumstances since the time Public Law 874 was
enacted show that the underlying premises upon which the program was
based have continued legitimacy. In order to integrate several pew
concepts added 'to Public Law 874 through amen however, the means
for determining the of amount of compepsati requires revision. In
addition, exceptions to the formula determining amount of compensa

.

tion should be broadened to accommodate those districts most heavilyor
impacted.

Overview. The original premiSes upon which the program was based were
examined to determine if they had continuing validity:

(1) that Federal immunity from State and local taxation deprives local
educational agencies of necessary revenues;

(2) that, under the laws of the States, the owners and users of real
property have an ,obligation to support public education; and

(3) that the Federal Government should assist local educational
agencies in providing education for federallyconnected children.

Although circumstances have changed somewhat since the enaction of
Publicr Law 874, the original premises upon which the program was based
continue 1<o exist, and it is mainly the determination of the amount of
compensation that requires substantial revision to reflect .current
education'nelds.

The effect Of Federal activities on the ability of a great number of
local educational agencies to finance the operation of their schools is
so substantial that, without payments from the Federal Government to
mitigate that effect, their continued existence as viable units of local
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government, as" subdivisions_ the States, is threatened. Such a threat
is evidence that a potential for destruction of local government under
the laws 'of the States is inherent in the power of the Federal Govern-
ment to acquire, and thereby exempt from taxation, -teal property.

even. though the acquisition and.use of real property is undoubtedly
within the necessary and proper powers of the Congress, the exercisd of
that power could be destructive of the federal system of government
.under the Constitution.

The implied power in the authority to "make all laws which shall be
necessary and proper for carrying* out the powers given to Congress
under section 8 of AllErale I of the Constitution is certdinli no
stronger than the expressed power given under the Commerce Clause in
that section, upon which the Supreme Court has found a limitation.
The Congress may not exercise its power so as to force directly upon the
States its choices as to how, essential decisions regarding the conduct
of integral governmental functions are to be made. If that power is not
checked the Federal Government could "devour the essentials of State,
sovereignty. National League of Cities v. Osery, 426 U.S.'833, at'855/
(1976).

Public education has traditionally been a function of the States and he

States have delegated that function, to a great extent, to subdivisi ns
thereof--local educational agencies. So long as education remair(s a

function of -the States in our system, the means by which that function
is financed is an essential State function--an element of the sovereign-
ty of the States guaranteed in/a federal system of government.

The Federal power to exempt from taxation is the power to destr a unit
of government dependent upon,` taxation. The power of the Feder Govern-
ment to- "acquire and use:real property is also th power o destroy
local educational agenciee dependent upon taxation of tha property.
Therefore, it would appear that when the 7ederal Governme t owns, or
otherwise exempts, real ,Iiroperty from taxation, it has an ligation to
mitigate the adverse effects thereof. The Impact Aid P ogram is one
means of mitigating those effects.

The Federal Government has a long-standing interest in he education of
federally-connected/Children and has, over the year recognized an
obligation for ttir education. On the basis or hat interest and /
obligation, the F, eral Government should assist loca governments which
provide education' Eor those children, in that the st of their educa-
tion constitutes/a burden on those local educations agencies.

Evidence beforA the Commission indicates that th elimination of, or a,

substantial Oduction in funds for, the Impact 'd Program would cause
serious edu,ational problems in almost all alol educational agencies

4
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participating in the, program. In the.-,-ca'set9t approximately 300-
1 educatitina): agencies, reduction's in funning would cause_

sings.. An additional 200 to 300 'local-educational agencies would
ffer severe disruptions in their operations if Impact 'Aid payments are
iminated.-

4-";
From this evidence the Commisstbnbastcluded that undei' the-federal
system of goveknment, there an obligation on the part of the Federal
Government to hitigate the adverse effects of Federal activities' on
local education41 agencies and that, even though other means'otOping so
may be possible, a program similar to that authatiied b'y Public Law 874
is necessary. _

The' Commission examined all of the preceding issues, 'following the
policy guidelines set forth by the findings regarding State laws and
budgetary'considerations, and found --

(1) that, Under a federal system of government, there are constitu-
tional reasons for its continuation in that one means by which
the' Congress may mitigate the adverse, effects upon the States and
their local educational agencies,which result from the exercise of
the power of the Federal Government, thereby limiting the potential
or conflict between the necessary and proper exercise of power by

the Federal Government and the right of the States and their subdi-
visions to:exist, which conflict could arise as a natural consequence
of- the division of sovereignty made by the Constitution with a
fedatallystem of government;

(2) that, even though there are changed circumstances which affect
the underlying premises of the program, those premises have vqlidity
at this time and will continue to have validity so long as taation
of. real property forms the basis of support for the operation of
public schools, or so long as Federal activities impose a burden on
those schools;

(3) that, since 1950, approximately half of the real property tax
squired to meet the local share of the cost of educating a.child is.
derived from talation of residelitial property and half from taxation
of commercial or other real property; thus,, payments should be made by
the Federal Government to local educational agencies on the basis of
the use of Federal property both as a dce of employment and as a -

place of residence and those payments should be computed to provide
all of the local cost of educating a child who both resides on
Federal property and resides with a parent employed on Federal
property and half of that cost for a child who either resides on
Federal property or resides with a parent employed-on Federal,
property;

465 z
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(4) that there is no substantial vidence before this Commission at
this time which supports the co ention that there are net economic
benefits to local( educational encies arising from Federalactivi-
ties'which mitigate the burden imposed, upon those agencies by those
activities; and,_

(5) that, because of amen is adopted since 1950, changed circum--
,stancese more nearly compl Ee information, and improved analytical
techniques, refinements of the Program are possible and should be
undertaken.

On the basisbf thesefindi7 s,.the Commission recommends

THAT THE IMPACT AID PROGRAM AUTHORIZED BY puBLIC.Lx4 874, EIGHTY-FIRST
CONGRESS, BE CONTINUED. /

II. SHOULD THERE BE BASIC CHANGES IN THE IMPACT AID PROGRAM? -

During the `thirty ye rs since the Impact Aid Program was first .au-
thorized, circumstan es have changed which require modifications and
refinements in the-- program. Most significant of these are (14 ,the

implicit devtlopmen within the 'Public Law 874 concept of providing an
adequate level of education for federally-con cted childrenv,and (2)

the development ofianalytical.techniques in the ,field of economics which

make poSsible-thelmeasurement of the burden placed\upon local education-
il agencies by, P deral activities. With respect to these issues recom-
mendations are de.

A. ADEQUATE I,EyEL OF EDUCATION

Shortly afte Public Law 874 was enacted, the Congress amended the
law by ihcr sing the amounts to which local educational agencies were
entitled. .The legislative history of these amendments indicated 'a
concern f r the adequacy of the level of education for federally-
connected children and a sense of obligation to provide that level.
Even tho p there is no explicit statement in the law expressing the
concept Oadequate level of education, the, effect of the amendments, was
to_incr ase payments for local educational agencies having per-pupil
expend ores less than the average of the Stated in which they are
locate or less than the national average of such expenditures.

This/was especially the case when local contribution rates were` set in
ex4ss of,100 percent with respect to certain federally-connected
chi,idren for whom the cost of .education was obviously 'reater than the
avArage: for handicapped military dependents the rate was set, in 1974,.
at 150 percent of the normal local contribution -rate: and for children
eliding on Indian lands the rate was set, in 1978, at 125 percent

a./
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In addition, a ,reView.of the history
education of military dependents and
-standing policy in favor of-providing
adequate level, of education for them.

of Federal policy regarding the
Indian, children reveals a long-
,^as a matter of obligation, an

The unstated, policy in favor of an obligation to provide, an adequate
level of edutation 'for federally-connected childfen has been effected by
unduly complicated legislative language in the _law.: An opep expression
of that policy.could. make- possible a simplification of the statute and
the fofmula for determihing the amoulkts to which local educatiohal
.agencies ar% entitled.

a

B. DETERMINATION OF THE NET FISCAL BUBDEN 'PLACED 41poN LOCAL EDUCATIONAL
, AGENCIES BY FEDERAL ACTIVITIES- -

When Public Law 874' was first enacted,, the Congress acted upon an
assumption that there was a net -fiscal burden placed upon local' educan
tional agencies' by Federal activities. NO measurement of that burden
was required except in the case of payments made under section .2 of theta
law. Instead, the law provided for compensating .focal educational agen-
cies for the Federal burden by the use of a "local contribution rate"
wh ch was designed originally to make ;a payment for .each federally-
co ected child., This payment was roughly equivalent to, the amount
nnributed per child by private property owners in comparable

communities. .

-Since 1'950, however, analytical techniques, in -the field of economics
have improved and better data concerning Federal activities Have become
available. Improved techniques and better data make possible an -exami-
nation' Of the basic assumptions about Federal bUrden.

tn -order to tedt _these basiu. assumptions, evidence concerning- analytical .

techniques the field of economics was sought ehd .the availability of
data conderlipg 'Federal activities was examined in .order to determine
the feasibirty . of condi-toting_ 3 ecgnolnic implact' study. During the
course of gathering this ihformal.idin, it was discovered that the Nation-
al. Planning Association had proposed a contract to the Office of Educa-
tion to Oondutt an economic impict, study: The Office of Education .chose

1
not to fund the contract. The Propose/ did contain- a description of two
models tot_ exam -ining the fiscal effects of Federal activities on locali-
ties one was a ,case si3tly model. end the other used an aggregate method
for 3;Ocaleduqational agencies in general.. 00 the "basis of the concepts
underlying the case =stludy model, the Commission developed a model
specifically signed to, determple the effect of Federal activities on
the finentes locSTeducational &gen es. °

4
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Evefi thoriqh the .Commission completed only four case studies and the
evidence is far'fiom conclusive with resPect'to all Federal activities,
these 'studies do not support the assumption made by the Education
Department, that .there are net economic benefits to localities from
Pederal.activities. The results certainly indicate that policies ought
not be made on the basis of that assumption.

All four of cthe case studies resulted in determination that there is a
net economic burden on,local educational agencies which results from
Federal activities. In three of thi four cases the Federalburden was

almost the same as the Impact Aid entitlement for 1979. In the fourth
case the entitlement was greater than the burden, primarily because
State aid to the local educational agency compensated for part of the

- Federal burden.

The model'developed by the Codmission needs further testing and should
be adapted so that the effects of'other Federal activities on local
educational agencies can'be determined. Should the concepts used in the
case study method prove to be valid indidators of Federal_burderij an
aggregate study - model, could be developed.

N,

These instruments would provide empirical evidence abOut the burdens and
benefits of Federal activities--making unsupported assumptions, inappro-
priate unnecessaiy.

1

mr
The Commission found --

(1) that there is an obligation of the Federal Government: which arises
from both revenue burdens and service burdens placed ppon local
educational agencies;.

(2) that the degree to which h-t obliggtgo requires compensation by
the Federal GOvernment should e based on con4derafion of the burden
vaaced on locarounits of vernment'and the cost of providing an
adequate level of education for federally- connected children; and

(3) that, in determining the amount of compensation to local '*.duca
tional agencies for that burden, the net economic benefit conferrlid,by-
Federal activities on local educational agencies may be.taken into
'Consideration:

On the,basis.of these findings, the Comdission recommends --
sT

A. ADEQUATE LEVEL OF EDUCATION FOR FEDERALTA-CONNECTED CHILDREN
t

(1) THAT PUBLIC LAW 874, EIGHTY-FIRST CONGRESS, BE MODIFIED TO klATE
1hAT THE ,FEDERAL GozammENT HAS ANIOBLIGATION,WITH RESPECT. TO THE
EDUCATION OF FEDERALLY-CONNECTED CH;LbREN; AND

V
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(2) THAT THE OBLIGATION OF THE FEDERAL GOVERNMENT WITH RESPECT TO THE
EDUCATION OF FEDERALLY-CONNECTED CHILDREN BETAKEN INTO CONSIDERATION
IN DETERMINING THE AMOUNT4. TO WHICH LOCAL EDUCATIONAL AGENCIES ARE
ENTITLED uNDER4ppLic LAW 874 BY USING AN ADEQUATE LEVEL OF EDUCATION
AS A STANDARD.---='

B. DETERMINATION 6F THE NET FISCAL BURDEN PLACED UPON LOCAL EDUCATIONAL
AGENCIES BY-FEDERAL ACTIVITIES

(1) THAT THE EDUCATION DEPiRattENT DEVELOP AND lisp A MEANS TO DETER-
MINE, ON-AN_OBJECTIVE BASIS, THE NET FISCAL BURDEN pLA5pb UPON LOCAL
EDUCATIONAL AGENCIES BY)TERAL ACTIVITIES; AND

(2) Mr PUBLIC LAW 874 BE MODIFIED SO THAT THE AMOUNTS TO WHICH LOCAL
EDUCATIONAL AGENCIES ARE ENTITLED CAN.BE ADJUSTED IN CASES WHERE THE
NET Fi$CAL'BURDEN PLACED UPON LOCAL EDUCATIONAL AGENCIES VARIES
SUBSTANTIALLY FROM THAT TO WHICH THOSE LOCAL EDUCATIONAL AGENCIE
WOULD OTHERWISE BE ENTITLED UNDER THAT4LAW.

III. HOW SHCOLD THE TERM *FEDERAL PROPERTY" BE DEFINED?

The_ genefal_principle underlying the major part of Impact Aid is that
the_existence,_ot real property. which. 4.s_not_subject-to State-end--local
taxation in the school district of a-local educational agen%ptitles
that agency to payments to'offst property tax'revenues
it is the tax-exempt status-of,land which governs its inclusion in the
definition of Federal property. Ike underlying principle in the defini-
tion is based on Federal immunity from State taxation under the Suprema-
cy Clause of th'e Constitution. Under this principle, the definition of
_Federal pr,operty should include,all tai-exempt teas property, which is
exempt by reason of Federal law.

The statute has since 1950 defined "Federal property" generally as'that
property which is owned or leased by the United States and i not
Subject to State or local'taxation. From the beginning of the pr ram,
the definition has included'exceptions or clarifications such as *I dian
landi,* defined as real property which is either held in trust b the
United States for individual Indians or Indian tribes, or hel by
individual Indians or'Indian:trihes and is subject to restriations upon
alienation imposed'by the Federal Government.

453/- For the purposes of this redommendation,-the_amount necessary to
provide an adequate level of education is defined as "the greater
of the State average per-pupil expenditure or thenationai average-
-per-pupil expenditure."

_

454/ H.R. Rep. NO. 2287, 81st Cong., 2d Sen.' 2, 7, 27 1950).

t.
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141tn determining 'whether a class of property should be inclua-d within
the definition, the issue is: does the property in question constitute a
revenue burden? Is ,real property being removed from the tax rolls and
are children residing on that property, or are children whose parents
are employed%on that property in attendance at the schools of a local
educational-agencyT If so, is the tax exemption the result of Federal
law? When :these tests areapplied to the definition in current law,
with a-few' except4pns, that definition-meets those tests.

It-is the exceptions whica cause problems; 2hey tend to be vestiges of
polities intended to limit the size of the program, of single purpose
amendments to accommodate particular"pieces of property, of judgments as
to whether a clips 'of property constitutes a b neftt to the community,
and of'polidies to ease_ administrative function These exceptions are
not _only inconsistent with the purpose' of the de ition--to lay the
basis for determining whether a revenue burden or ser ice burden exists
--but cause the definition to be complex and confusing.

The Commission has had a policy in favor of simplification of the law
and, to the extent practicable, simplification of concepts. In order to
accomplish this it had been necessary to treat unusual or e:iceptional
situations individually and determine whether consistency with overall
policies is possible; and if it 'is not, -whether the desired result
merits-an exception.

The Commission found --

(1) that that definition continues to serve well as a basis upon which
the Impact Aid Program is structured and ought to continue as such;

(2)_that the'underlying policy for the definition should be based upon
whether the property in question is subject to State and local taxa-
tion and, if it is not, _whether its exemption from such taxation is
the result of Federal ownership or Federal law;

(3) that all real property which is so exempt Should be within, the
definition of t"Federal property" and all property which is not so
exempt should, unless there are sufficient reasons to the contrary, be
excluded; e

(4) that Federal property should, to the extent practicable, be.1
treated like private property; and

(5) that the extent -c-to which a class of property ip used for the
benefit of the locality in 'which it is located should not be taken
into consideration in the definition, but may t taken into considera-
tion in determining the amount of compensation for which payment is
made to a local educational agen69.
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On the-basis of these findings, the Commission recommends

THAT THE ', *FEDERAL PROPERTY* BE DEFINED AS ANY REAL PROPERTY IN ANY
STATE WH;p8 IS NOT SUBJECT TO `TAXATION BY TAT STATE OR ANY POLITICAL
SUBDIVISIft THEREOF BY REASON OF FEDERAL LAW.

This definition is consistent with the underlying constitutional reasons
for the existence of the Impact Aid Program. Consistency,in policy has
been a major guideline used by the Commission in developing,.recommenda-
tions. In the case of the definition of *Federal Propefty* the const
tutional nexus is Federal-State relations under the Supremacy Clause.
The term "State* in the recommendations should 6e taken literally, as
the fifty States.

Such a definitiodnecessarily excludes entities which are not States and
which are ultimately under complete control of the Congress, such as the
District of Columbia and the lautlying areas such as Wake Island, Puerto
Rico, and Guam. The Congress has the authority to deal directly with
the, schools in those entities and has the responsibility to do so.
These areas ought not be treated as States unless they are States with
constitutional protection as such.

For this reason, the definition should exclude Federal property in any
area which is not_a State. The Commission does feel, however, that the
needs of the non-State entities should be taken care-of by the Congress
through direct legislation designed to meet the particular needs of each
of them.

As a corollary-with the principle of tying the definition of Federal
,property to the tax-exempt status of re property by reason of'Federal
f

real.

-law under 'the intergovernmental tax immunities-theluy, and with the
strict\definition of the term *State,* the use of the word *any" should
be construed literally with the effect that a child connected with
Federal property in State. should be counted in whatever State that
child attends publit sdhools.

If the amount of compensationtere computed strictly on "revenue burden"
--which is not the case, nor would be the case under the recommendations
--then there would be reason for exb;uding children connected with
property in a State oher than, that in which the child_ attends school.
-However, both current law and the recommendations base the determination,
of the amount of compensation on =se'rvice*burden*--the cost of providing
educationin which case, the burcle6 is where the child.goes to school
rather than where the propert -is located.

,

Furthermore, the Commission is recommending that the law expressly
rec size what current law Lmpliesthat the FeA)ral Government has an
obli ation with respect to the education of federally-connected chil-,
dren. Any distinction among those children based upon State lines would
be inconsistent with an obligation to those children.

471
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Even though low-rent public housing property is not expressly mentioned
in the recommendation, it is clearly included because that property is
exempted from State and local taxation by reason of Federal statutory
law. This is the case when real property is owned by international
organizations, foreign governments, d Indian lands--even though a

statute may not expressly exempt the proper , for a treaty or interna-
tional agreement has the force of statutory w.

Finally, the recommendation makes no mention of flight training schools
or private leasehold interests in Federal property. The present inclu-
sion of flight training schamls appears to be an outdated vestige from
the period when the Federal Government was transferring airports to
local governments. Therefore, the Commission recommends its exclusion.

The Commission also recommends that real property owned by the Federal
G67ernment, having private taxable leasehold interests, be included
because the connection of children'4ith the property is not subject to
diminution by a priyate leasehold interest in that property. However,

the recommendation on amount of compensation does provide that any
revenues a local educational agency receives from taxation of a private
leasehold interest bededucted from its amount of compensation.

IV. WHAT IS THE OBLIGATION OF THE FEDERAL GOVERNMENT WITH RESPECT TO THE
EDUCATION-OF CHILDREN-CONNECTED WITH FEDERAL PROPERTY? ----- --

The Impact Aid-Program or a similar program may be viewed.ds an obliga-
tion. That obligation arises from a need to preserve a federal system

erire'

of government. The obligation runs to institutio within that system,
the political subdivisions of the States, charged y them with a govern-
mental function historically within - the prerogatives of the States- -
education.

In summary, that obligation is that the Federal Government ought not
exercise its power to acquire real property or otherwise exempt real
property from taxation and use thlt property in -such a manner as to
impair substantially the legitimate functions of the States. One means
of balancing the power of the Federal Government .against the rights beA
the States to carry out their legitimate functions is to compensate them
for the adverse effects of the exercise of that power.,

The States, in delegating the responsibility for education to local
educational agencies, have ,required that Apse agencies derive their
revenues from taxation on real property: The States have also required
that local educational agencies educate all children living within, their

jurisdictions. Thus, local educatihRal agencies have a revenufk burden
arising from the loss of revenue frot5-44,x7exempt real property and a
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S

servite burden arising from a requirement' that local educational agen-
cies Aducate:children residing on, or whose parents are employed on,
that property.

The study, regarding the obligation. to provide for an adequate level,of
education is based upon a shift in emphasis toward. the educational needs
of federally-connected children. This required An examination of the

SL

obligation of the Feder 1 Government with respect to the education of
federally-connected thil en; together with the obligation to ameliorate
the loss caused by owne hip of tax-exempt property, which form the
Nis of the Impact Aid Program. That double obligation is inherent in
the policy finding that the Federal= Government, as a landowner and an
employer, is to be treated, to the extent practicable; as private
landowners and employers are treated under the laws of the States. The
Federal Government, as an employer, has recognized for many years an
obligation for the education of the children of some of its employees.

There are other types of Federal obligation for the education of fed=
erally-connected children.- With regard to most federally-connected
children, theFederal Government has a responsibility based,on its role
as an employer of the children'-s-parents. With regard toward the
education of Indian children:, the Federal Gov5ppent has a unique
obligation based on treaties-- and legislation.---1 Moreover, in the
case of heavily impacted__school_districtslwith high concentrations of-
fidirally-connected children, the special educational needs of such
children require special consideration.

Heavily Impacted' School Districts

There are two types of local educational agencies which have heavily
impacted school districts: (1) those having a high percentage of fed-
erally-conneCted children in attendaase-et-their schools; and (2) those
having school districts in which the Federal Government exempts a
substantial portion of the real property from local taxation. Bothof
these types of local edribational agenciesneed special consideration in
the law. .The hearings indicate that as many as 500 local educational
agencies are so dependent upon Impact Aid payments that a major reduc-
tion in those payments would result in the closure of their schools or*
ifAmot closure, serioAla reductions in their 1pvel of operation. -Exist-
ing law regarding lodal educational agencies with high percentages of
federally-connected children.is clearly inadequate to meet their needs.
Existing law covering the lattiesituqtion was part of the original law
and has 0* been substantially modifi since.

455/ Indian Education Task Force Five, Final Report on Indian Educatlon,____
American Indian Policy Review Commission, U.S. Cong. 61-73, 314-415
(Comm. Print 1976). °

456 / Chap. 84, Sesi. II, 3 Stat. 516 (1819).

I



The law provides -for exceptional circumstances, whetwa State or 'a local
educational agency cannot or will nbt educate children residing n

Federal property, by authorizingt.tjae Secretary of Education to ange

with local, educational agencies dr with heads of Federal agencies to
operate schools for children residing on Federal lands in States which
cannot or will not provide them a free ptilblic education. Section 6 of

Public Law 874 authorizes the Secretary to "make such arrangements
as maT537-necessary to provide free public education for such

children."

The Commission.found

(l)° that the Federal Government has an obligation to support public
education under the laws of the States, to the extent that those laws
place such an obligation on the owners of real property and.to the
extent that theeFederal Government owns and uses real property within
those States;

(2) that the Federal Government has an obligation-to assist in: the
support of education for the children of its employees without regard
for their places of residence;

(3) that the Federal Government has an obligation for the education of
children living on Federal property;

(4) that the Federal Government has a special obligation, under its
treaties -with Indian tribes, for the ,education of Indian children;

(5) that the Federal Government has a special obligation to heavily.
burdened local educational agencies;

(6).that the'Impac Aid Program is appropriate for meeting, and should
be designed to fulfill, these obligations; and

(7) that the Federal Government should maintain section 6 schools as
they pjesently exist, under present law.

On the basis of these findings, the Commission recommends --

(1) THAT THE FEDERAL GOVERNMENT EXPRESSLY RECOGNIZE ITS OBLIGATION TO
--,PROVIDE AN ADEQUATE LEVEL OF EDUCATION FOR CHILDREN RESIDING ON
FEDERAL PROPERTY OR RESIDING WITH.A PAR MIT CORKING ON FEDERAL PROPERTY
BY AMENDING THE LAW DECLARING SUCH AN OBLIGATION, AND THAT THE FEDERAL
GOVERNMENT HAS A SPECIAL OBLIGATION WITH RESPECT TO CHILDREN WHO BOTH .

RESIDE ON IslID RESIDE WITH A PARENT MPLOYED ON FEDERAL PROPERTY;

457/ Pub. L. No. 874, 81st Cong., 2d tess. S6(a) as amended, 20 U.S.C.A.
5241(a) to 241(b) (1974 & Supp. 1978).
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(2) THAT

(a) THE CONGRESS RECOGNIZE THAT THE UNITED STATES HAS A SPECIAL
AND UNIQUE OBLIGATION WITH'RESPECT TO THE EDUCATION OF INDIAN
CHILDREN WHICH ARISES FROM TREATIES BETWEEN THE UNITED STATES AND
IND/ANSTRIBES AND THAT THE IMPACT AID PROGRAM IS ONE OF SEVERAL
,MEANS BY WHICH TEE UNITED STATES CAN,-IN PART, SATISFY THAT
OBLIGATION;,

(b) THE EDUCATION OF INDIAN CHILDREN BE-AVAILABLE IN SUCH A FORM
AND IN SUCH A-MANNER AS WILL ENABLE THEM BOTH TO PERPETUATE THEIR
EXISTENCE AS INDIAN ,PEOPLE AND .TO FbNCTIeN EFFECTIVELY IN THE
MAJORITY SOCIETY AND THAT DECISIONS REGARDING THE CONDUCT OF THEIR
EDUCATION SHOULD BE MADE BY THEIR PARENTS AND THE TRIBES OF WHICH
THEY ARE MEMBERS; ANT

(c) TO THE EXTENT THAT THE EDUCATION OF INDIAN CHILDREN IS CARRIED
OUT THROUGH LOCAL EDUCATIONAL-AGENCIES, AS DETERMINED BY THEIR
PARENTS AND THE TRIBES OF WHICH THEY ARE MEMBERS, THESE CHILDREN
SHOULD HAVE THE FULL RIGHTS OF CITIZENS UNDER' THE EDUCATION LAWS
OF THE STATES, AS WELL AS THE BENEFITS WHICH -- ACCRUE TO THEM UNDER
THE TREATIES OF'TBE UNITED STATES, AND THAT THE IMPACT AID PROGRAM
BE SPECTFICALLY'DESIGNED TO ACCOMMODATE THOSE RIGHTS AND PROVIDE,
IN PART, THOSE BENEFITS;
-

(3) THAT THE LAW MARE PROVISIONS FOR INSURING THAT LOCAL EDUCATIONAL
AGENCIES WITH HEAVILY IMPACTED SCHOOL DISTRICTS _MAINTAIN THEIR LEVEL
OF EDUCATION SERVICES;

(4) THAT THE FEDERAL OBLIGATION BE IMPLEIMMITED BY PROVIDING TEAT LOCAL
EDUCATIONAL AGENCIES BE COMPENSATED AT_THE RATE 6i PAYING HALF THE
LOCAL SHARE OF THE COST OF EDUCATION PER CHILD FOR EACH CHILD RESIDING
ON FEDERAL PROPERTY AND HALF OF THE LOCAL SHARE FOR THOSE WHOSE
PART ARE EMPLOYED THEREON; AND

(5) THAT FEDERALLY - OPERATED- SCHOOLS BE MAINTAINED AS THEY PRESENTLY
=1ST.

V SHOULD LOCAL EDUCATIONAL AGENCIES EDUCATING CHILDREN IN ATTENDANCE AT
PUBLIC SCHOOLS BY REASON OF FEDERAL LAW OR ACTIVITIES BE COMPENSATED
THEREFOR?

The Federal Government -imposes burdens on_school districts by owning
tax-exempt land and by increasing enrollments with children of families
who live or work on Federal land. These are the traditional Impact Aid

4 44'
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'revenue' and 'service* burdens. There are other burdenS carried by
local educational agencies because of Federal mandates. or Federal activ- .
ities not coveted by present law. The existence of these additional
'impacts, which are traceable to Federal policies or activities, raises
the issue that Impact Aid should be expanded to compensate for the
tpurden those policies and activities impose.

4

Section44 of Public Law 874 currently provides for payments to local
educational agencies. experiencing 'sudden and Substantial increases in
enrollment caused by increased Federal activities. if additional im
pacts associated with the education of refugee children and undocumented
aliens and the costs assoclated with compliance with Federal laws and
regulations were to be included as Fecieral activities warranting compen-
sation under the Impact Aid, Program, section 4 is the appropriate plade
in the law to provide for such assistance.

Section A may be considered a nullity today because it has not been used
for several years. It does, -however, reflect an important policy with
regard to situations which may be considered the logical counterpart of
those covered by section 2. Whereas, section 2 provides for compensa-
tion when mere acquisition of real property by the Federal Government- -
regardless of schoolchildren associated with that property --- imposes a
burden, section 4 provides for compensation when the, mere presence of a
child in school as the result of Federal activities--regardless of
property ownership--constitutes a burden.

The Impact Aid law provides that children of parents meeting the definir --

tion of a refugee-in the Migration and Refugee Asjistance Act of 1962
are considered federally-connected children for purposes of qualifying
for Impact Aid. In practice, aliens under the 1962 act meant Cuban
refugees only. A stringent eligibility requirement, however, limited
Impact Aid to school districts whose enrollment was at. -least 20 percent

Cuban refugees. There may be some statutory authority for broadening
the coverage beyond Cuban refugee children under the Impact Aid law. It_

is arguable that the Impact Aid statute should be read to compensate
local educational agencies for the presence of Indochinese refugee

children enrolled. It is also arguable that the 20 percent eligibility
requirementr-a stringent and not entirely reasonable one--should be

discontinued.

The arguments for inclusion of refugee children also apply to expanding
Impact Aid to compensate for the presence of children of undocimented
alielp in public schools. It can be argued that the presence of-un-
documented aliens in a school is "traceable directly' to a "Federal
activity," warranting financial assistance under section 4 of Impact

Aid.
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The United States has taken the position that/the children of undocu-
mented aliens have a constitutional right to a free public education as
other children have. Also, it has been decided ih the Federal courts
-that Texas schools must provide the children of undocumented aliens a
free public education. The question is whether this is sufficient
*Federal connection* to warrant inclusion, of children of undocumented
aliens .0 the Impact Aid Program. All of the facts required fok. in-
formed Commission consideration of this issue are not available to the-
Commission due to time constraints, but, such facts should be studied
further.

The Commission found --

(1) that section 4 of Public Law 874 is outdated and a nullity in
current law and, unless it is modified to meet current circumstances,
it should be repealed;

(2) that, even though the evidence before the Commission regarding
the full scope of burden placed on local educational agencies to meet
the educational needs of refugee children is inadequate, that eVi-
dence, taken with the uniquely Federal nature of policies giving rise
to their presence in public schools, is sufficient to ,support a,,
recommendation that section 4_be reactivated and modified to assist
local educational agencies in meeting the cost of their education for
a limited period of,timpi

(3) that the current provisions in section 3 of*Public Law 874
regarding refugee children should be removed therefrom and placed in
a modified form in section 4;

(4) that the evidencejon the problems arising in connection with the
education of the,children of undocumented aliens is insufficient, at
this time, to support a recommendation and needs further investiga-
tion; and .

(5) that the evidenge on the costs incurred by local educational
agencies in complying with Federal laws and regulatiorakindicates a
serious problem may exist and further study of that problem is
necessary:

On the basis of these findings, the Commission recommends

(1) THAT

(a) THE LAW BE MODIFIED TO PROVIDE FOR SPECIAL PROVISION FOR
PAYMENTS TO LOCAL EDUCATIONAL AGENCIES FOR THE EDUCATION OF
CHILDREN OF DOCUMENTED ALIENS (REFUGEES);

.
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FULL SCOPE.AND NATURE OF THE PROBLEMS OF PROVIDING
WITH ADEQUATE EDUCATIONAL SERVICES IS NOT YET

MODIFICATION BE IMMEDIATE, BUT OF A TEMPORARY NATURE
THAf'ANY LOCAL EDUCATIONAL AGENCY PROVIDING FREE

TION FOR AT LEAST TEN SUCH CHILDREN DURING THE FIRST
R THEIR ENTRY BE COMPENSATED FOR THE COST OF THAT

(c) w.r CONGRESS EXAMINE THOSE PROBLEMS IN ORDER TO DETERMINE
THEI NATURE AND SCOPE AND DEVELOP A MEANS OF SOLVING THEM;

(2) T SINCE 'TEE LEGAL OBLIGATIONS OF THE STATES WITH RESPECT TO
- THE UCATION OF,UNDOCUMENTED ALIENS ARE NOT YET DETERMINED AND, THE

DEG TO WHICH TOE PROVISION OF THAT EDUCATION IS A RES6ONSIBILITY OF
THE(STATES HAS NOT YET BEEN DETERMINED AND CAN BEE=4INED ONLY WITH

STUDY, THE CONGRESS CONDUCT A THOROUGH NATION OF THESE
ROBLEMS IN ORDER TO DETERMINE THEIR NATURE AND SCOPE AND DEVELOP A

/MEANS OF SOLVING THEM; AND

-(3) THAT, SINCE THE COSTS INCURRED BY LOCAL EDUCATIONAL AGENCIES IN
COMPLYING WITH FEDERAL LAWS AND REGULATIONS REGARDING EQUALIF
EDUCATIONAL OPPORTUNITY INVOLVE MANY ISSUES BEYOND THE SCOPE 0 THE

MANDATE OF THE COMMISSION, THE CONGRESS EXPLORE THE- FEASIBILITY OF
CONDUCTING SUCH A STUDY.

VI. WHICH LOCAL EDUCATIONAL AGENCIES SHOULD BE ELIGIBLE Fol, IMPACT AID
RAYMENTS?

Since the inception of the Impaci Aid Program, the Congress has limited
participation in the program by establishing minimum eligibility stand-
ards for local educational agencies applying for- payments. As the law
now stands, in order for a local edUcational agency to qualify kor

payment, it must have either 400 federally-donnected children in its
average daily attendance, Or the number of federally-connected children
must equal three perdent of total average drily attendance; in either
case the local educational agency must have at least ten federally-
connected children. The fairness and necessity of such minimum require-
ments in the Impact_ Aid Ptogram has been a subject of debate.

',Thera appears to be littlef-41T any, re4son to 2.11 an arbitrary limit
on participation in the program based on a pentage of federally-
connected children in the schools of a local educational agency. The

obligation of the.Federal Government for the education of those children
'iris the same for each federally-connected child without regard for

.whether that child is one of a number constituting 2.9 percent of
enrollment or 3.0 percent of it.. It has been suggested previously that
lipsince it can be argued that each federally-connected child gives rise to
some type of burden, there should be no minimum impact -to qualify for
assistance under the program.

3,e
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'ille'percentage eligibility requirement, therefore, appears to have no
. empirical foundation apd is a vestige of an old policy designed to limit
the size of the program; it has the effect of ignoring the obligation
for the service burden to the excluded local educational agencies.,

The Commisaion found --

(1) that the eligibility requirements limiting participation in the
Impact Aid Program are no longer valid and should be removed;

(2) that the requirement that there be at least ten federally-
sk connected children for eligibility is still valid and should be

continued; and

(3) that, if budgetary concerns are a faotor in limiting participa-
tion in the program, that factor should be considered as a matter of
priorities in making payments when appropriations are insufficient to
satisfy all entitlements.

HOwever, even though the original purpose of the eligibility requiriment
is no longer valid, there are_administrative reasons for retaining some
minimum number of federally-connected children as a prerequisite for
receiving Impact Aid payments. This is based on the policy' that the
administratiVe work necessary for processing an-application and making a
payment is more costly both to the applicant and to the Federal Govern
ment than any bendfit derived from the small payment which would result
from the application. This is a rp.gOrement with historical support
bot4 with the Impact Aid Program--- in other Federal education
programs, --- thou lation and other economic factors may wapiant
either an incre e or reduction in this threshhold; The Federal G?Vern-
ment has not, however, made a determination that such an alteration is
warranted.

Forthes reasons, the Commission recommends that She ctirrefit eligi-
bili;y equirements be retained, with the undersanding/that this
recomm dation is based only on a consideration of administrative
effici cy.

Tpere ore, the Commission recommends

THA THE EtiGIBLITY REQUIREMENTS BE RETAINED AS THEY

k
594 8/ H.R. Rep. No. 2287, 81st Cong

59/ Title I of the Elementary and
L. No. 95-561, 5111(b)(1),

53241c(b)(1) (1974)).

47 ;

IST IN-CURRENT

,.2d ,Bess. 12 (1950).

Secondary Education Act of 1965, Pub.
92 Stat. 2156/(1978) (amending 20
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VII. WHAT SHOULD BE ZEE AMOUNT OF COMPENSATION?

After having found that local educational agencies should be compensated
for the burdens placed upon them by Federal: activities, and that there
are obligations which arise with respect to the education of federally-
connected Children, the question the Commission addressed was the amount
of-that compensation.

In general, the amount ofcompensation under current few is based upon a-.
calculation of the *service burden' (the cost -of educating federally-
connected children) rather than an estimated *revenue burden" (the loss'
of revenue by ,leasion of Federal imsmity.from local taxation). iThe

exceptiOn is the case of payments under the:current section 2 -which
are payments for loss of revenue.

The amount of compensation a 1 educational agency receives under
section 3 is determined by multipl ng the number of ,federally-connected
children in various-Categories by an appropriate percentage of the local
Contribution rate (LCR) for that local. educational agency.

As Impact Aid was originally:written, the LCR for a local educa-
tional agency_ in any State is determined for each year on the basis- of
the local portion of average per-pupil current expenditures by generally
comparable local educational agencies in the State. This method of
computation was designed 'to insure that.the entitlement per child'would
be *roughly equivalent to the amount per child which otherproperty
owners in comparable communities pay toward the cost of educating

wchildren, -122(since it is difficult to calbulate haw much revenue would
be raised locally in a federally-Affected community in the absence of _

Federal ownership.

-The'eAfect of'the local contribution rate approach was to compen-
date local educationAl agencies .for losses in local revenues--not for
any loss of State revenues. No portion of paydent was to be made in
consideration of the State share of the cost of educating children
-because, according to legislative history4 of the original law, (1) the

etax-exempt status of Federal property -did not operate to reduce State
,revenues, and (2) State governowts could realize as muchrevenue fram-
the parents of federally-connedeed children thfefgh sales, income, and
other taxes as from Other Parents in the State.----/

The LCR concept as originallyformulated reflected congressional
concern wD91,the *revenue burden* on noel educational agencies. It did
not necesarily-reflect tfle cost of educating federally-connected
children or the educational needs of such children. In fact, the theory

460/ H.R. Rep.-No. 2287, 81st dong., 2d Sess. 12- (150).
161/11d. 13.



behind the original LCR concept is neutral on the question of education-
al, needs. It presupposes that the Fedftal Government should pay local
educational agencies the money necessary for them to treat the educa-
tional needs of federally-connected children the same way they treat
those of childien who are not federally- connected.

4The LCR concept has been followed more in theory than in practice since
1950. Amendments to Public'La4 874 in 1953, 1956, and 1958 made' it
possible for local educational agencies to choose LCRs other than those
with comparable districts. In 1953, local educational agencies were
given the option of choosing half the State average per-pupil expendi-

,

tuie as LCRr in 1956 districts were allowed to choose half the national
average local contribution rate. In 1958, that option was changed to
make,the alternative half the national per-pupil expenditure.

o

The rationale for the change reflects a concern for the educational
needs of federally-connected pupils. By these actions,, COngress dis-
played a concern for the "service=- burden" associated with tde:p'resence
of federally-connected children in a school in addition to--if not to
the exclusion of--the 'revenue burden," a shift in emphasis in the
theory Of compensation.

The logic underlying LCR as originally formulated is further contradict-
, ed,by amendments since 1974 which allow awarding 125 percent of LCR for

children residing on Indian lands and 150 percent of LCR for handicapped
dependents of military personnel. Setting an entitlement at more than
100 percent caf LCR belies the theory of compensating for a Federal
burden as measuredby local contribution which underlies the LCR con-
celit. The special entitlement rates for children residing on Indiin

' lands and for handicapped dependents of military personnel are based on
a recognition of the high-Cost of educating children with special
educational needs.

Reductions in payments caused' by insufficient appropriatibns have

Illi

resulted in a Situation in which the LCR used to deter e entitlement
is reflected in payments only for local 'educational age c es receiving
100 percent of entitlement for *A" children--local educational agencies
which are in highly unusual circumstances and 'for which the "comparable
district* method of :computing dtR ha...not been appropriate in recent
years. .

Burden is a combination of revenue lost because of Federal ownership of
tax-exempt land and expenditures made because federally-connected
children attend public, school. The cast of providing an Adequate levelof educati for federally-connected children is part'of the'financial
burden imposed by the.Federal presence,. Given the Federal obligation
toward the education of federally-connected children and the expressed

If 48i
44.t.
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legislative concern With that level ofeducation, it is reasonable that .
the cost of e ating those children adequately should provide a bench-
mark for,deter ning amount of compensation for the, Federal presence.

As always the case when a general fdrmula is drawn, there are excep-
tional circumstances which, when that formula is applieti, result in

inequities. In the past, Public Law.874 has been amended many times in
attempts, to alter the method.fOr computing the amounts of entitlements
and the rates at which payments are made on those entitlements in order
to accdm6date special circumstances. This has resulted in a complex law
under which all local edu9ational agencies must operate--even though the
complexities are the result of a minority of situations.

The

f

ommission believes that the entire concept of local contribution
rate should be avoided and a meaod of determining the amount of compen-
sation basecrupon principles consistent with those underlying the

r program should be,devised. Although improved analytical techniques in
the fields of economics and school finance that could make a more

..

precise 'formula for measuring burden and obligation under State law are
being developed, they require a- great deal of study and testing for
their improvement and validation. At some point, the Commission hopes
that these techniques can be pe fected. The Commission's economic
impact model, was developed as part o this effort.

The Commission believes that the principles in developing those tech-
niques can be laid out -and applied at this time in a general sense and
used in a formula for determining entitlements. A formula for determin-
ing that amount must be based upon three defin4tionsf

e What is the cost of providing. an adequate level of education"?

e What is the `local shares of that cost?

What is, the "appropriate percentage* of the ,local share of that
cost?

In defining these terms, the Commission has sought a means Of making
judgments which are as nearly consistent with the basic t eory of the
Impact Aid Program as is possible. That theory is that Fede al payments
are for the purpose of enabling the States, through their local educa-
tional-agencies, to'carry out "their historic reaponsibilities under a
federal system, notwithstanding Federal burdens fmpOSed upon those

'agencies. Within that theory is an additional principle dat the amount
of those payments should. take into consideration the needoto provide
federally-connected children an adequate level of education, whenever
they attend school.

ita
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It is for these reasons that the Commission belietes that the law should
be made capable of handling payments to the great majority of local
educational agencies while, at the same time, those with unusual or dif-
ficult circumstances-be provided wit& adjustments through administrative
procedure. These adjbstments would increase the amount of expenditures
necessary to-provide an adequate level of education for special catego=
ties, of federally-connected children, such as Indian children, military
dependents, children in low-re* public housing, children in heavily
impacted local educational agencies, and in cases where school districts
have extensive federally-connected enrollment or substantial amounts of
federally-owned property.

The Commissidn found -- j* l

. t

(1) that the amount of compensation to local educational agencies
should t)ebased upon a consideration Of --

(a) the benefit conferred, and, burden placed, upon local education-
al agencies by the Federal Government, and

(b) the obligation of the Federal Government to provide
level of education for federally-connected children;

&. 2) that the magnitude of the burden so place& and the
conferred should be determined on a consideration of --

an adequate

benefit ,so

(a), loss of revenue to such agencies by reason of the existence of
Federal property within their school districts,

(b) the cost of providing education for federally-connected chil-
dren at a level adequate to meet their educational needs and

(c) kle economic benefit to such agencies derived from Federal
activities;

(3) that the most nearly equitable method for computing thle amounts
to .which local educational agencies should be entitled as compensa=-
tion is feasible and .should be perfected; though time and budget
constraints have not permitted the Commission to perfect such a
method, that method should be based upon a consideration of --

(a) the net per-pupil burden placed upon such-agencies, and

(b) the per-pupil obligatios, under the laws of the States, if the
Federal Government were trEgted as a priyate owner and user of real
property in .the States-,

1
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('4) that, though the Comiissiom is not able to _perfect the most
nearly equitable methOd, for computing entitlements, a simplev yet
more nearly equitable method than that which is used under current
law can be achieved, to wit:,

(a) a fair measure for determirang an adequate le;.rel of education
for federally-connected. chjadren in any State can be based Upon a
consideration of the average per-pupil expenditure in that State or
in the United States, whichever,-is.greater,

(b) the Federal payment should be based upon the ,amount of the
local share of the cost of education under the Yaws of the States,

(c) local expenditures for education should be considered as thohe
expenditures by local educational agencies for the maintenance and
operation of schools which are derived from sources other than
State aid payments to them for that purpose, and

WO that any taxes or payments.in-lieu of taxes'receivee in a given
yeat in connection with any property included in the definition of
Federal property should be taken 'into consideration in.determining
the amount of the Lmpact Aid payment which that local educational
agency receives in that year; -----

.

() that, in the case of any local educational agency having a school
district in which' the existence of Federal property is so extensive
as to hake a payment to that agency based on the:pri iples stated
in findings (3) and (4) inadequate to compensate quitably that
agency for the burden imposed thereby, the amount of he payment to
that .agency should be.based on an assessment of the actuar burden
imposed by Federal ownership and the actual expenditures necessary to
provide an adequate level-of education for the children in attendance
at the schools of such agency;

,

,
. / . .

. _

(6) that, in the case of any local educational agency in which the
number of federally-connected children constitutes such a high
percentage of its' average daily membership chat a paytent to that
agency, baled on the principles stated in findings (3) and (4), is

.. inadequate. to provide an adequate level of education for the children
in attendance at the schools of that agency.4 the amount 'of the pay-
ment to that agency should be based on an assessment-of the actual
expenditures necessary to provide an adequate level of education fora
such children; (an 'adequate level of education' should be defined to
mean a per-pupil expenditure which meets or exceeds the average per-
pupil expenditure of eitherthe State in which the local educational
aigenOy is located or the nation as ,a whole; a Local educational.

43,4,
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agency may also be considered to be unable to provide an adequate
level of education if, even though the per--pupil, expenditure in that
local educational agency exceeds the State and the national average
perTpupil expenditure, a higher expenditure is required because of
special Arcumstances;

(7) that, if there is a ,determination that the fiscal benefit con-
ferred upon a local educational agency, plus the amount of the
payment to that local educaEidnal agency, based upon the principles

'stated in findings (3) an4 (4), exceeds the burden placed-on that
agency, such amount should be adjusted accordingly; and

(8) that there should be procedures, similar to those in'current law,
for initiating proceedings, making determinations, and administrative
and judicial review in the situations described in findings (5), (6),
and (7).

116

On the basis of these findings, t4 Commission recommends

(1) THAt,PENDING THE DEVELOPMM IF A METHOD OF DETERM INING A MORE
PRECISE MEASURE OF TEE YEDERAL BURDEN PLACED UPON LOCAL EDUCATIONAL
AGENCIES, THE AMOUNT OF COMPENSATION TO WHICH LOCAL EDUCATIONAL
AGENCIES ARE ENTITLED BE COMPUTED, WITH RESPECT IC CHILDREN CONNECTED
WITH FEDERAL PROPERTY, AS FOLLOWS:

k
(a) LOCAL EDUCATIONAL AGENCIES WOULD BE COMPENSATED ON THE BASIS OF
A'FEDERALtONTRIBUT/ON RATE" (FCR) , FOR EACH SUCH CHILD IN ATTEND-
ANCE AT ITS SCHOOLS.

413) EACH LOCAL EDUCATIONAL AGENCY WOULD BE/ENTITLED TO A PAYMENT FOR
EACH CHILD RESIDiNG-ON FEDERAL PROPERTY .EQUAL TO 50 PERCENT OF THE
FCR.

(c) EACH LOCAL( DUCATIONAL AGENCY WOULD BE ENTITLED TO A PAYMENT FOR
EACH.CHILD RESIDING WITH A'PAOINT EMPLOYED ON FEDERAL PROPERTY EQUAL

.1 TO 50 PERCENT OF THE FCR.

(d) THE FCR FOR ANY LOCAL EDUCATIONAL AGENCY WOULD BE EQUAL TO THE
LOCAL SHARE PER CHILD. OF THE COST OF EDUCATION FOR THAT AGENCY.

(e) THE LOCAL SHARE OF THE'COST OF EDUCATION FOR ANY LOCAL EDUCA-
TIONAL AGENCY WOULD BE EQUAL TO THE'D/FFERMICF BEIWEL4(1, THE
AMOUNT DETERMINEDITO BE NECESSARY TO PROVIDE Al ADEQUATE LEVEL OF
EDUCATION PER CHILD IN THE SCHOOLS OF THAT AGENCY AND (2)' THE
CONTRIBUTION PER CHILD BY THE STATE ICI WHICH THAT AGENCY IS. LOCATED
FOR THE MAINTENANCE AND OPERATIO4 OF ITS SCHOOLS.

elS5,
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(f) THE FCR FOR ANY LOCAL EDUCATIONAL AGENCY WOULD NOT BE LESS THAN
50 PERCENT OF THE AVERAGE PER-PUPIL EXPENDITURE IN THE STATE IN
WHICH IT IS-IpCATED.

AGENCY

(q) THE AMOUNT NECESSARY TO PROVIDE" AN ADEQUATE LEVJEL-0/PEDUCATION
PER CHILD IN THE SCHOOLS OF.A LOCAL EDUCATIONAL WOULD BE THE
G1ENFER 'OF THE STATE_AVERAGE PER -PUPILfiXPENDITURE OR TEE NATIONAL.,
AVERAGE PER-PUPIL EXPENDITURE.

(2) THAT, IN GASES WHERE THE CHILDREN RESI1ZING ON, OR WHERE THE
CHRDREN OF PARENiTS EMPLOYED ON, FEDERAL PROPERItAAVE EDUCATIONAL
NEEDS WHICH ARE sd SUBSTANTIALLY DIFFERENT FROM THE GENERAL EDUCATION.:
AL NEEDS OF CHILDREN IN THE STATE OR IN THE NATION AS TO REQUIRE AN
XPENDITURE OF GREATER THAN THE AVERAGE PER-PUPIL EXPENDITURE IN ORDER
TO MEET THOSE NpEUS, PROVISION BE MADE FOR ADJUSTING THE AMOUNT
NECESSARY THEREFO ACCORDINGLY; r

(i) THAT

(a)'IN A CASE WHERE THE EXTENT OF FEDERAL PROPERTY IS SO GREAT AS
TO IMPAIR THE ABILITY OF A LOCAL EDUCATIONAL AGENCY TO PROVIDE AN
ADEQUATE1LEVEL'OF EDUCATION FOR THE CHILDREN IN ATTENDANCE TS
SCHOOLS UNDER THE LAWS OF THE/STATE, THE AMOUNT OF THE,ENTI
OF THAT AGENCY BE DETERMINED1IN ACCORDANCE WITH CRITERIA DESIGNED

'3 TO INSURE THAT SUFFICIENT FUNDS ARE AVAILABLE -TO ENABLE SUCH
AGENCY TO PROVIDE SUCH A LEVEL OF EDUCATION FOR THOSE CHILDREN;
AND

4 (b) IF THE AREA OF FEDERAL-PROPERTY IN THE SCHOOL DISTRICT OF A
LOCAL EDUCATIONAL AGENCY CONSTITUTES AT LEAST TEN PERCENT op THE
TOTAL AREA OF SUCH, DISTRICT, AND IF THAT PROPERTY HAS BEEN SUBJECT
TO 'STATE AND LOCAL TAXATION AND HAS BEEN EXEMPTED FROM STATE OR
LOCAL TAXATION BY-OM/MU: ACQUISITION OR OPERATION OF FEDERAL LAW,
A REBUTTABLE PRESUMPTION SHALL LIE IN FAVOR OF A DETERMINATION
TEAT THE ABILITY OF THAT AGENCY TO PROVIDE AN ADEQUATE LEVEL 0?
EDUCATION IS IMPAIRED;

a.

( 4) THAT

'(a) IN A CASE THE NUMBER OF FEDEEALLY -CO CHILDREN IN
ATTENDANCE AT l'HE SCHOOL OF-A LOCAL EDUCATIONAL AG CONSTITUTES
SUCH A HIGH` PERCENTAGE OF THE TOTAL NUMBER OF CHILDREN IN ATTEND-.
ANCE AT ITS ECHOOLS TEAT THE AMOUNT TO WHICH TEAT AGENCY WOULD BE
ENTITLED iNDER RECOMMENDATION (1) WOULD BE INSUFFICIENT'' TO PROVIDE
AN ADEQUATE LEVEL OF EDUCATION FOR THOSE CHILDREN, THE AMOUNT' OF
-THE ENTITLEMENT FOR THAT AGENCY BE DETERMINED IN ACCORDANCE',WITH
CRITERIA DESIGNED TO INSURE THAT SFICIENT FUNDS ARE AVAILABLE TO
ENABLE SUCH AGENCY TO PROVIDE SUCH A LEVEL OF-EDUCATION FOR THOSE
CHILDREN; AND

4
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(b)CSI THE NUMBER OF CHILDREN' WHO RESIDE ON, AND RESIDE WITH'A
PARENT EMPLOYED1ON, FEDERAL PROPERTY ("A* CHILDREN) IN ATTENDANCE
&TITHE SCHOOLS 64.: A LOCAL EDUCATIONAL AGENCY CONSTITUTES AT LEAST
20 PERCENT OF THE TOTAL`NUMBER.OFCHILDREN IN' SUCH SCHOOLS, OR IF
THE NUMBER OF FEDERALLY-CONNECTED CHILDREN TN SUCH SCHOOLS CON-

.STITUTES AT LEAST 25 ,PERCENT OF StrIL TOTAL NUMBER (COUNTING *B*
CHILDREN AS ONE-HALF) ,.THAT AGENCYTSHALL BE DEED TO HAVE SUCH A
HIGH PERCENTAGE OF FEDERALLY-CONNECTED CHILDREN THAT ITS ENTITLE-
MENT IS INSUFFICIENT;

(5) THAT THERE BE PROCEDURES FOR MAKING -14TERMINATIONS CONCEfNING THE
AMOUNTS' AVAILABLE TO LOCAL EDUCATIONAL AGENCIES RELATING TO THE
,ADEQUACY OF THE LEVEL OF EDUCATION AND THEIR ENTITLEMENTS BE ESTAB-
LISHED Sb'AS TO I SURE PROPER ADMINISTRATIVE AND JUDICIAL REVIEW
TWEREOF; AND

(6) THAT THE ENTITLEMENT OF EACH LOCAL EDUCATIONAL AGENCY BE REDUCED
BY AN AMOUNT EQUAL TO THE AMOUNT; THAT IT, RECEIVES IN PAYMENTS FROM
TAXABLE LF2CSEHOLD INTERESTS IN FEDERAL PROPERTY AND FROM PAYMENTS
ZN-LIEU OF TAXES FROM THE FEDERAL GOVERNMENT:

These recommendations merit special comment in order to make clear some
of their implications.

The formula set out under recommendation (1) is, in principle, based
upon the same theory as that underlying quirent law.. It is, however,
'simpler than current law; it is cle_ar_er_i_ and it states explicitly what
is implicit' in current law.

The term *Federal Contribution Rate* (FCR) is used because **Local
Contribution Rate" is obsolete and misleading in practice. It is the
Federal ccintribution which is being determined for the purpose of
compensatin4- local educational agencies. for a Federal burden and a
Federal obligation. This approach is consistent with the service burden
method of computipg the amount of compensation.

Recommendations (1)(b) and (1)(c) would-requite a computatioh of ebti-
tleMenXs based on the place of residence of federally-connected children
apart b(rom that based upon the place Of employment of their. parents.;
Children in low-rent 'Public housing would be counted in the same
manner as t se residing on militaiy installations -- indistinguishably.
At the same time children of military personnel. would be counted In the.
same way as those of Civilian personnel.

This approach would no longer allow a distinction between so-called tA".
children and *B: children - -a distinction the Commission has found to'be
artificial and to have no basis in fact. or Iogic when computing the
burden.

457
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Recommenda(1)(d) and (1)(i) reverse the present procedure for de-
termining "local share" of the cost of education: The present procedure
was established in the original law at a time when local share *as
determined,aE,the local level and non-local.sources of revenue formed no
pattern upon which policy could be based. Cuktent donditions are
different in that local share, is now, by and large, deteriined by the

'States either by law or' by State contributions, of both. The States by
.their actions determine local share, in that the non-State share' is the
vocal share. It is upon this determination that the Federal contribu-
on should be based,

asc

strat4zely, the recommended approach' is, easi(r than thd current
method. Tie current method requires that each local edticational agency
determine which Of its, revenues come from local sources. State laws
regulating local taxation and taxcollection procedures tend.to blurthe
-distinctions necessary' to make nationwide, rules consistent. It is
easier to:deiermine the amount of State aid.

The .Stpt contribution approach is consistent with the policy of the
Commission in favor of operating the program to the extent practicable
under the education laws of the States.

Recommyndations (1)(f) and (1)(g) are corollaries with the minimum local
contribution rate provisions in current law--one-half the State average
per-pupil expenditure and one-half he national average per-pupil
expenditure.

The recommendation in favor of a minimum Federal contribution rate equal
to 50'percent of the State average per-pupil expenditure is 'necessary
because having no such*minitum would have the effect of penalizing local
educational agencies in States with high State contributions -- contrary
to the policy of Federal neutrality with respect to State laws and the
relations between the States and their local educational agencies.

The recommendation that the amount necessary to provide -an "adequate
level of education" for federally-cOnnected children be based. upon the
greater of the State average per-pgpil expenditure or national average
p4r-pupil expenditure is based upon two policies: (1) that the Federal
Government operate, to the extent practicable, under 'State laws (State
average per-pupil expenditure);* and (2) that, should the effect of that
policy come into conflict with the Federal obligation with respect to
the education of federally-bonnected chil,dren, it use the collective
decisions of all the States (national average per-pupil expenditure).

Recommendation (2), is based upon the provisions in current law which
create entitlements using local contribution rates at higher .than 100
percent: those for handicapped military dependents; and those'for_chil-
dren residing on Indian lands. The pol' underlying those provisions

a
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.
.

recoghizes- differences educational need and the costs of meeting
those needs. 4

The Commission believes that the specification of percentages in the law
is unduly rigid and that there may be categories gf federakir!connected(
children having special educational needs which should be recognized,
such as all ailitary dependents and children residing in low-refitpublic
housing. For this reason the Commission is recommending that a proce-
dure be adopted for adjusting the amouht necessary for an adequate lev-el
of education..

0 4 ,

Recommendations (3) and (4) are exceptions to the formula set cut in
Recommendation (1).

% fan. HOW SHOULD FUNDS HE ALLOCATED AMONG LOCAL .EDUCATIONAL AGENCIES
WHEN APPROPRIATICNS ARE INSUFFIdIENT TO SATISFY ALL ENTITLEMENTS?

Prior to fiscal year 1969, the appropriations for making p.ayment to
local educational agencies under Public Law 874 were, with the excep-
tions of fiscal years 1965 and 1967, sufficient to satisfy fully the
entitlements'creatd finder the law. However, since fiscal year 1969,
,appropriations have been consistently insufficient to satisfy entitle-
oments, and the Congress began-to make special provision for heavily
impacted school districts, resulting in the "three tier" system of
payments in 1974. Subsequent appropriations acts have modified further
this "ratable reduction" sectioni_of the law so that it no longer con-

- troll the priorities in making impact Aid payMents--causing Confusion,
extremely difficult Administrative problems, and delays in making
payments.

Appropriations ought to be sufficient tosatisfy'all entitlements; and
it is only reluctantly that the Commission would consider recoMmenda-
tions-which would have the effect of giving entitlements of some local
educational agencies higher priority than those of others. The mandate
of the Commission, being as it is,, does require that it do so; and
therefore, the Commission has sought some rational principle upon which
sUch A recommendation could be based. :

The Commission wishes to make clear that,. splits assessment of the
equity in the structure of the Impact Aid Program, every effort has been
made to make an objective determination of the Federal .burdens
educational agencies, based upon legal principles,economic inciples, a d that
the obligations which arise from those purdens are real and substantial.
Amon localeduconal agencies the flegree and type of burden varies
considerably,*but the burden is no less real for a lightly "impacted"
school district than it is for a heavily 'impacted" school district-
they differ only in the degree to which failure -to compensate for the
burdens impairs the ability of local educational agencies to operate.

ti
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Considering the legal and educational polices upon which the preceding
recommendations are based,qthere are two which appear .to be appropriate
for forming the basis for a recommendation on priorities;

.
. ;

(1) the policy that Impact Aid is necessary under the federal system
of.government to'preserlie local educational agencies with such heavily
impacted schdo diqtricts that their ability to 'operate would bp

threatehed wit ut Impaot Aid payments; and

(2) the polidy that the Federal Government
education of federally-connected children.

hasp an obligation foi*the

. /

The'commission believes that these principles provide sufficient guid-
ance for determining at least which lodal educational agencies must be,
guaranteed payment of their full. entitlement: _thifte which, if they do
not receive the full entitlement, can not provide an adequate level of
education lor federally-connected children.

In the case of local educational agencies with heavily impacted school
districts, the potentially deitructive force of the power of the Federal
Government is a reality. Evidence before the Commission indicates that,
,finless full entitlements are paid, there are more than'300 local educa-
tional agencies that would be'forced to close schools or that would have
their operations so severely disrupted as to affect adversely the
education of children for whom the'Federal Government has an obligation.
This would be i failure of obligation, not only to the localdeducational
agency under the federal system, but to the children. For these chil-
dren there shduld be an enforceable guarantee of full payment.

Beyond the priority given heavily impacted districts and the low priori-
ty given to.extremely lightly impacted districts, the Commission can
find no prindiple which can be applied rationally to divide the entitle-
ment of one local educational agency from that of another; and, if they

musX suffer reductions; then equity requiref that they all receive
similar treatmentma rata reductions.

The Commission delayed consideration of findings on ,priorities, and

thereafter adopted recommendations, without findings.

The Commission recommends --

(1) THAT ALL ENTITLEMENTS UNDER THE IMPACT AID PROGRAM BE FUNDED
FULLYL AND

(2) WHAT'

(gp

(a) SHOULD CIRCUMSTANCES PROBIIIIT FULL FUNDING OF ALL ENTITLEMENTS
FOR ANY FISCAL YEAR, THEN THOSE LOCAL EDUCATIONAL AGENCIES WITH
HEAVILY IMPAQT= SCHOOL DISTRICTS `BE GUARANTEED PAYMENT OF FULL

4 r;
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ENTITLEMENTS FOP' THAT YEARI'AND THE'REMAINDER OF THE LOCAL EDUCA-
TIONAL AGENCIES BE PAID A PORTION OF THEIR ENTITLEMENTS ON A PRO.
RATA BASIS, AND,

-f4

(b). raWTHE PURPOSES,OF THIS sElioN, THESTERM °HEAVILY IMPACTED
SCHOOL DISTRICTS" BE DEFINED AS THOSE LOCALEDECATIONAL AGENCIES
WHICH HAVE BEEN DETERMINED EITHER (1) td HAVE SCHOOL DISTRICTS -IN.
WH CH THE EXTENT' OF FEDERAL PROPERTY IS SO SUBST,ANTIAL, AS TO

IR THE ABILITY OF THOSE AGENCIES TO PROVIDE AN ADEQUATE LEVEL.
OF DUCATION FOR THE CHILDREN IN ATTENDANCE AT THEIR SCHOOLS, OR

(2) HAVE IN ATTENDANCE AT THEIR SCHOOLS A PERCENTAGE OF
FEDERALLY- CONNECTED, CHILDREN WHICH IS SO HIGH THNVIAILURE TO PAY'

1 THE FULL ENTITLEMENT WOULD RESULT IN THE CLOSURE OF THEIR SCHOOLS
OR SUBS1ATIAL REDUCTIONS IN THE LEVEL OF EDUCATION OFFERED TO THE
CHILDREN IN ATTENDANCE AT THEIR SCHOOLS. (FOR THE PURPOSES OF
THIS RECOMMENDATION, HEAVILY IMPACTED SCHOOL DISTRICTS ARE THOSE
FITTING WITHIN -171E DETERMINATION-MADE UNDER RECOMMENDATIONS 3 AND
4 OF SECTION VII).

IX. -SHOULD-'HE STATES TAKEIMPACT AID .PAYMENTS INTO CONSIDERATION IN y

THEIR STATE AID PROGRAMS?

Under current law, no Impact Aid payments can be made to a locareduca-
tional agency in a State which takes Impact Aid into consideration when,
determining the amount of State aid, to which that agency is entitd!.
There is an exception to this ,general rule: if a State aid plan-Ts
designed to "equalize expenditures," then a local educational agency may
receive Impact Aid even though the State considers those payments local
sources.

4

.

Tht policy of Impact Aid toward, equalization is'a matte;_ of concern to
States attempting to equalize expenditures among districts. Those
States contend that Impact Aid payments can contribute to per-pupil
'expenditure disparities.* If Impact Aid payments cannot be considered as
part of the resources available to a distiict, those States argue, then
equalization efforts will be defeated.

The controversy respecting State treatment of Impact Aid payments stems
from the States' view of their State aid programs and their view of
what Impact Aid is. The States 'contended that if Impact Aid payments
were not taken into consideration in their, Statesaid programs,* those
payments, when made in addition to the equalization piovisions of State
law, had a disequalizing effect and defeated the purpose of their plan.
It was for this reason that the equalization excepti was made in the
statutory prohibition against taking Iipact Aid payme s into tonsidera-
4on in State Aid.

49
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It Is the -view of this CommissioA that the Education Department has
been unduly lax in enforcing the prVibition. The 5 ,percent disparity

permitted under the expenditure equalization regula ion, on its face,Jis
not equalized expenditures (especially when th highest and lowest
expendituresare not included within the disparit limits). The "power
equalization" regUlation does_not even address the 4ssue of equalized
expenditures and appears to have no basis in law. r .

The StattcireatMent issue is entirely irrelevaqt when viewed on,the
basis of the theOrY and purpose of the Impact AiaZprogram. The Impact
Aid Program is designed to pay a portion of the local share of the cost
of education, as determined under State law. Under this 'theory the
States_ should, Under their own Ilchool financing laws, determine the
State_contribuion to local educational agencies,, thereby also determin-
ing the local share of the cost of education. It is to this-lbcal-share
that,Impact Aid attaches.

The Commission recommends that the prohibition in current law against
the States' taking Impact Aid payments into consideration in thelr State
aid programs ought to be continued with modifications designed to
prevent State actions having theseme effect,As taking those payments
into consideration. Those modifications would Prohibit --

(1-) a State from requiring local educational agencies to spend Impact
Aid funds for any purpose which the State would otherwise fund; and

(2) general purpose units of government from diverting Impact Aid
funds from local educational agencies.

.

With regard for the exception toAthe prOhibition in the case of a
State's having an equalization plan, the Commission is recommending
specific guidelines for determining when a State is equalized and the
degree to which Impact Aid funds may be taken into consideration in
equalized States.

These guidelines are intended jleither to encdbrage nor to discour-
age State equalization efforts. TheV are 'designed to be neutral if the
States develop and use true equalization.plans and to avoid windfalls if
windfalls result in a disequdlizing effect in truly_ equalized States.

TheNCommisSion found --

(1) that the prohibition against payments to local educational agen-
cies in States without plans to equalize expenditures but which take,
Impact Aid Paymenta into abcount as localoresources sh ld be
continued;

4
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(2) )that the current regulations defining "

allow too much digoarity among local. educati
result that States may take Impact Aid into co
they are,not truly equalized, defeating- the un
exception;

qualize experlitures" 4.
nal agencies 4Ith the
sidera0.onfteven though'
erlying toolicy for the

I
Y- ..

(3) ,that the current rejulationk permitting Stt tgs to take' Impact Aid '
into condidefation with power equalization ar probably_ inconsistent
with )he statute in that pOwer gqual deals with tax rates' l'a.

rather than with expenditues, as the la gqu res;
Afil, '

t' . -1%. i

(4) that the Impact Aid law ought not be used as a mater,of Federal
policy to effect State policy in favor of orlopposed to eqUalization;
and

, .

(5) that' ahy

'level Ilfc14r

equalizAbion

On the bOis of

'Impact Aid payments area Federal obligation dt the local
the laws of 'the States whether2w not the States have
plans.

these findings, the Commission recommends --

(1} THAT THE RROWIBITION AcIINST TARING IMPACT' AID PAYMENTS INTO
CONSIDERATION IN STATE AID TO LOCAL EDUCATIONAL AGENCIES BE CONTINUED;
THAT fist STATES MU NOT REQUIRE NOR MAY A LOCAL EDUCATIONAL AdENCY0111
AGREE ZRAT LOCAL EDDC*TIONAL AGENCIES SPEND IMPACT AID FUNDS FOR ANY
.STATE PURPOSE ,OR CONSIDER SUCH AN AMOUNT OF LOCAL FUNDS FOR A STATE,
PURPOSE BASED UPON THE AOUNT OF AN IMPACT AID PAYMENT TO LOCAL
EDUCATIONAL AGENCIES; AND THAT 'GENERAL PURPOSE UNITS OF GOVERNMENT
SHOULD ALSO BE PREVENTED FROM DIVERTING IMPACT AID PAYMENTS FROM
DEPENDENT SCHOOL DISTRICTS;,

(2) THAT, NOTWITESTANDINN THE PROHIBITION IN RECOMMENDATION (1),

STATES WHICH HAIN, IN EFFer PLANS OF STATE AID TO LCCAL EDUCATIONAL
AGENCIES WHICH ARE DESIGNED TO EQUALIZE,, AND HAVE TEEEXTECT.OF
EQUALIZiNG1.AVERAGE PER -PUPIL EXPENDITURES AMONG SUCH AGENCIES, ARE TO
BE PERMIT/MD TO/TAKE IMPACT AID PAYMENTS INTO CONSIDERATJON IN Dar2R7
MINING THE AMOUNT OF STATE AID TO AN AGENCY RECEIVING UCH PAYMENTS
IF --

(a) THE DISPARITY IN AVERAGE PER-PUPIL EXPENDITURES BY TEE
IEDUCATIONAL AGENCY HAVING THE HIGHEST AVERAGE PER-PUPIL EXPENDI1t

IN THE STATE DOES NOT EXCEED 110 PERCENT OE THAT HAVING THE tOWEST
AVERAGE PER-PUPIL EXPENDITURE IN THE STATE;

(b) THE AVERAGE PER-PUPIL EXPENDITURE IN THE STATE AT LEAST EQUALS
. 4

THE AVERAGE PER-PUPIL EXPENDITURE IN THE NATION;



i(c) THE EFFECT O' TAKING IMPACT AID PAyMENTS INTO CONSIDERATION
.

WOULD NOT BE TO AEDUCE THE AVERAGE PER-PUPIL EXPENDITURE BY THE
LOCAL EDUCATIONAL AGENCY.Tq eLEVEL LOWER THAN THE STATE AVERAGE
PEA-PUPIL EXPENDITURE, AND 44

. N
a

(d) THE AMOUNT OF SUCH PAYMENT TAKEN INTO CONSIDERATION Mri. NOT

EXCEED 50 PERCENT THEREOF;

.(3) THAT IN DETERMINING THE LOCAL EDUCATIONAL AGENCY-HAVING THE
HIGHEST AVERAGE PER-PUPIL EXPENDITURE IN A STATE, ANY LOCAL EDUCATION-
AL AGEgCY, WHICH (BECAUSE OF UNUSUAL CIRCUMSTANCES) HAS AN UNUSUALLY
HIGH' AVERAGE PEk=PUPIL EXPENDITURE, MAY BE EXCLUDED, EXCEPT THAT RECE

0 NUMBER OF LOCAL EDUCATIONAL AGENCIES SO EXCLUDED IN ANY STATE'MAY NOT
HAVE, IF *THE AGGREGATE, AN AVERAGE DAILY #171/1!:SHIP EkCEEDING TWO

PERCENT O' THE AVERAGE DAILY MEMBERSHIP OF E LOCAL EDUCATIONAL
AGENCIES'IN THE STATE; AND `)

4

(4) THAT THE PAYMENT TC ANY WCAL EDUCATIONAL AGENCY HAVING A HEAVILY
IMPACTED SCHOOL DISTRICT SHALL NOT BE TAKEN INTO CONSIDERATION.



-CHAPTER V -- LEGISLATIVE RECOMMENDATION

A
The Commission on the Review of the Federal,Impact Aid Program hereby
recommends that the bill entitled "A BILL TO PROVIDE FOR COMPENSATION

THE (w th the short title Aid Act"), which

FO, LOCAL EDUCATIONAL PFOR FINANCIAL BURDENSLACED UPON TEEM BY
HE FEDERAL GOVERN
bill is composed of the legislative language in this chapter (those
parts printed in italics), be considered by the Congress and enacted
into law as reflecting the recommendations of the CammisSion set forth
in Chapter IV of this report.

Theo "Impact Ai Act" would authorize payments by the, Federal Government
to local edu ional agencies to compensate them for the financial bur-
den placed upon them by Federal activities. The bill is the legislative
.reacemendation of the Commission on the Review of the Federal Impact Aid
Program and is based ufon, the findings and recommendations of the
Commission.

The first recommendation of the Commission is that the Impact Aid
Program be continued; therefore, the substantive provisions in sections
2, 3, and 5 for% the basis of this legislative recommendation and are
modified to the 'extent necessary to accommodate the policies of the
findings and recommendations of the Commission.

the findings and recommendations of the Commission are organized around
nine questions as follows:

/ A

1) Should the Impact Aid Program be continued?
2) Should there be basic stangeri in the Impact Aid Program?
3) Bow should the term *Federal property" be defined?
4) What is the obligation of` the Federal Gover nt with respect to

the education of children connected with Fede nal Prope*?
5) Should local educational agencies educating children in attendance

at public schools by reason of Federal law or activities be compen-
sated therefor? 41

6) Which local educational agencies should be eligible for Impact Aid
payments?

',7) What should be the amount,of compensation?
8) Bow should funds be allocated among local educational agencies when

appropriations are insufficient t9,satisfk all entitlements?
9) Should the States take Impact Aid paypents into consideration in'

their Stateiaid programs?

The findings and recommendations are set out in Chapter IV of the
Commission's report and are numerical and alphabetical designations on
the basis of these questions. Hereinafter, references to them use that
system of designation.
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SECTION 1. -- SHORT TITLE

The text of the first section of the bill reads,as follows:
. ,

43e it enacted by the Senate and the House of Representatives of the

United,States of'America:n Cnaress-assemble4 That this Act may' be

cited as the "Impact Aid Act."

This ssection contains the enacting clause required by section 101 of
title 1, United "'States Code, and a short 'title- -the "Impact Aid. Act."

,4
Existing, law contains no, short title for title I of Public Law 874',
Eighty -firstEighty-first Congress-.(hereinafter referred to as "Public Law 874").
Subsequent to the enactmedt of Public Law 874, a custom developed in the
Congress in favor it lsing short titles in order to facilitate refer-
ences. -In accordance with thls,custom a short title for the bill is
included. This short title is selected as being the most widely recog-
nized title for the progrAmtauthorized by title I of Public Law 874.

'SECTION 2. -- FINDINGS AND DECLARATION
OP POLICY; DETERMINATION OF BURDEN.

Section 2 of the bill contains statements of findings, a declaration of
policy, and a'directive to the Secretary'of Education, 'the text of which
,reads as follows. .

Sec. 2(a) The Congress finds --

(Z) that under'a federal system of ,government, a program of

pezymetto-loctif educdtioial agencies, similar to that authorf.sed

by title I of Public Law 874isighty-first Congress (commonly known

ae,the "Impact Ai4 Program"), is necessary as a means by which the

Congress may mitigate the adverse effects ,upon them which result

from the exercise of the power of the Federal Government, thereby

-limiting the potential fol. conflict between the necessdry'ane
7

proper exercise of power by the Federal Government and the right of

the States .(and their subdivisions) to exiet, 'which conflict could

arise as a na consegu6nce of the division of sovereignty in a
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federal system of government under the Constitution;

(2) that even though there are changed Circumstances which

affect the underlying original premises .of the *act Aid Program,

those premises have 'validity at this time and wiZZ continue to' have

validity so long as taxation of real property forms the basis of

support fqr the local share of the cost of the operation of local

educational agencies or so long as Federal activities impose a

financial burden on those agenci4s;

' (3) that theiv is no substantial evidenCe' which supports any

contention that there are net economic benefits to local education-

al agencies arising from Federal activit'ie'; which mitigate the

burden imposed upon, those agencies by those activities;

(4) that approximately half of the real property tax required

to meet the local share of the cost of educating a child in the

schools of a 4ocal educational agency is derived From taxation of

residential property and ha' fram'taxation of commercial or other

real property; therefore, payments should be made by the Federal-

Government to local educatiqnat agencies on the batis of the use of

Federal real, property both as, a place of employment and as a place

of Aosidence and the amount of such payments, should be computed to

cover all of tt local cost of educating a child who, both resides

on -Federal property and resides with a parent employed on Federal

property and half of thaticost for a -child who either resides on

AFederal property or resides with a parent employed on Federal

property;and

197

OW.
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a

(5) that chan3W circumstances, more nearly complete informs

tion, and improved analytical techniques, refinements Ofthe

')
program are possible and should be undertaken.

(b) It is the policy of the Vnited States

(2) that --

(A) there is On obligation of the Federal Government ,p

which arises from both revenue burdens and service burdens

placed upon local educational agencies;.
I

(B) the degree to which that obligation requires compen-

sation by the Federal Government be based on a consideration

of the burden planed on local educational agencies and the

cost of providing an adequate level of education for feder-

ally-connected children; and

(C) in determining the amount Of cOmpensation to local

educational agencies for that burden, if a means of measuring

economic benefits to local educattenal agencies on an objec-
.

tive
.

basis has been devised, the net economic benefit con-

ferred by Federal activitieson local educational agencies may.

be taken into consideration; and

(2) that --

4 (A) the Federal Government has an obligation to-provide

financial support for public education under the laws of the

States, to the extent that those laws place such an ,obligation

on the owners of'real property and to the extent that Federal

property exists within those States;
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(j) the Federal Government has an obligation to assist in

the support of education for the children of its employees

without regard for their places -cf residence;

(C) the Federal Government has an obligation for the

education of children living on Federal proPerty; and

(D) the Federal Government has a special obligation with

respect to the elcatign'of children in attendance at the

schools of heavily burdened local educational agencies; and

(3) that the Impact Aid Program is approp4ate for meeting,

and the foLlowing proviiions of this Act are designed to fulfill,

the obligations described in this subsection%

(c)(1) The Congress hereby recognizes that the United States has a

special and unique obligation with respect to the education of Indian

children which, arises from treaties and othei, agreements between the

United,States ana Indian tribes and that the Impact Aid Program is one

of several means by which *the United States can, in part, satisfy that

obligation.
MO!

(2) It is the policy of the United States that --

(A) the education of Indian children -014211 be available in

sucha form and in *such a manner as to enable them both to perpetu-

ate -their existence as Indian people and to fUnction effjOtively in
. *

the majority society-and that decisions regarding the conduct of

their education should be made by theiriparentS and the tribes of

which they are-members; and

I

I

I

I

I
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(B) to"tlze extent that the education of Indian children is,

carried 'Out through local'educational agencies, as determined by

their parents and the tribes of whilh they are member8, children

are to have the PALL rights of citizen? under the education Laws of

the States, as well ow the benefits which accrue to ,them under the

treaties and other agreements with the United States.

I'd) The Secretary of Education is hereby directed 'o develop, not

Later than October 1, 1983, a means 4f determining, on an objective

basis, using empirical evidence, the net fiscal burden placed upantoaaL

educational agencies by Federal activities.

This section has four subsections: subsection (a) contains congression-
al findings; subsection (b) declares the policy of the United St'ates;
subsection (c) states a special policy respecting Indian children; and
subsection (d) is a directive to the Secretary of Education respect-
ing the determination of fiscal burdens local educational agencies.

FINDINGS

Subsection (a) of section 2, the statement of findings,, is a single
sentence containing five designated classes, prefaced by the subject and
predicate of thir'Sentence: sThe Congress finds --:" These designated
clauses make findings respecting the constitutional framework surrou -
ing -the Impact Aid Program, the validity of the premises underlyin the
program, the economic benefits resulting from Federal activities the
implications of real property taxes onpayments under the progr and
refinements in the program. These findingsAre based upon ple find ngs
of the Commission set out in section I of chapter IV of the report and
form the basis for the Commission recommendations that the Impact Aid
ProgrAm be continued (Recommendation I).

Clause (1) of subsection(a) is a finding that a program, such as the
Impact Aid Progrfm, is necessary; that it is necessary in order to limit
the potential conact; and that the conflict is the natural conseguende
of divided sovereignty under a federal slkem of gover nt.

3
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in clause- (1), the Congress finds that, under a federal system off
government, a program of payments to local, educational agencies is a
means by which the Congress may mitigiie the adverse effects upon local
educational agencies which result from the exercise of, the power,of ths
Federal Government; that the existence of'such a'program would limit the
potential 'for conflict between the power of the national governmentiand
the right of the States (and their pol4ical subdivisions) to exist;
and that this conflict is the natural consequence of the division of
political' sovereignty between those,goiernmeftts in a federal system
under the Constitution.

2Clause (1) is derived from Pihding (1)s1` of section I of chapter IV ofthe
report.

Clause (2) of subdection (a) is T# finding respecting the validity of the
premises underlying the Impact Aid PrOgram.

In, clause (2), the Congress finds thlg, even though the circumstances
which affect the premises* upon which tee original Impact Aid Prdgram was
based have changed, those premises continue to be valid and will contin-
ue to be Valid under two circumstances: (1) so long as local educational
agencies are reliant upon revenues from taxation of real property for
the local share of the cost of operating local educational agencies; and
(2) so.long as Federal activities impose a financial burden upon local
educational agencies.

Clause (2) is derived from Finding (2) of section I of chapter IV of the
report.'

Clause (3) of subsection (a) is:a finding respecting benefits to local
educational agencies from Federal activities which may mitigate the
adverse effects of the financial burden plaCed upon local educational
agencies.

In clause (3), the CongresA finds that there is no substantial evidence
which sworts any contentions that there are net economic benefits to
local educational agencies arising from Federal activities which miti-
gate the burden imposed on those agencies by those activities.

Clause (3) is derived form Finding (4) of section I of chapter IV of the
report. ---,-

Clause (4) of subsectida (a) .1V a finding respecting the underlying
premises of the Impact Aid -Program, to which reference is made in clause
(2) of subsection (a): the means by which local educational agepcies

%,

support their opeVetions and the source of. the fin ncial burden imposed
by Federal activities. Clause (4) is also related to the finding- made
in clause (1) of sub4ection (a), in that the loss o -Eloienue resultant
from Federal activities and the cost of educating federally-connected

5
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children are burdens caused by th'hexercise of power by the Fedeial
Government which adversely affects political subdivisions of the States

educational agencies.

clause (4),. -the Congress finds that approximately one-half of the
al property tax required to meet the local share of the cost of

e ucating a child in the schOols of.a local educational.agency is
erJed from taxation -of residential property and the other half is

derived from taxation of commercial or other real property (places of
maployment). The implications of that finding are: (1) that the pay-
ments to which reference is made in clause (1) under a program based
upon the premises described in clauies (2) and (4) should be made on the
basis of the.useof real property by the Federal Government both as
places of residence and as a place of eiployment; and (2) that the
amount of those payments should be computed to cover all of the local
share of -the cost of educatihg a child, if 'that child both resides on,
and resides with a parent employed on,- Federal property, and one-half of
that cost for a child, if'that child either resides,on, or resides with
a parent employed on, Federal property

Clause (4) is derived from Finding (3) of section I of chapter IV of the
report,

Os

Clause (5) of subsection (a) is a finding.respecting recommendations for
changes in the Impact Aid. Program. The finding 'in clausC(2) of subsec-
tion (a) makes reference to changed circumstances affecting the,underly-
ing premises of,the Impact Aid Program. In enacting PUblic Law 874, the
Congress formulated some policies based on assumptions about circum-
stancesfor which information and analysis were inadequate. Clause (5)

) states the- reasons for recommending same basic changes in the grogram.

In clause (5), the Congress finds that'eTefinements in the program are
possible, becaUse of changed circumstances, more nearly cokplete infor-
mation, and .improved analytical techniques; and that such tainements
should be undertaken. . I.

Clause (sy is derived from Finding (5) of section I'ofi chapter IV of the
report.

Comment on -/a)

for the 'bill
prov4ions thereof were

Subsection- (a) is designed to provide the
regarding the,setting in which the substantive
developed. These fihdings reflect --

v

(1) -aliamary of the law on intergoternmental tax immunities.and the

J
limitaiidAs on the power of the Federal Government;

(2) a review of the underlyinq.premises of the Impact Ad Program,:th
circumstances affecting the enactment of Public Lhw 874, of,the
validity of those premised, and the extent to which circumstance
affecting their validity have changed; ''t=

J

0.
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(3) an analysii of the only c allenge to the validity of an.'underlying
'premise of the program;

(4) an examination of the means by which loca eiiCational agencies 0

are financed; and

(5) the extent to which chanitd circumstances re ire changes in the
vowprogram.

Subsection (a) also projects the basis for the following sections of the
bill and lays the groundwork for. determining obligations which accrue
from Federal activities, the development of analytical techniques for a
easurement of burden, determining the amount_of compensation for

burden, and relating the Impact Aid Program to the laws of the States

7/ \
regarding public education.

POLICY

Subsection (b) of section 2, the declaration of policy, is a single
sentence, containing three major clauses (each of the first two contains,
;eternal clauses having designations). The major clauses are prefaced

first of these clauses declares polf with respect to obligations of

by the declaration:/ "It is the.porilpf thesunieeff States --." The

the United States regarding compensation for burdens imposed on local
educational agencies; the second declares.policyrespectingobligations
for the education of federally-connected children; and the third de-
clares that the Impact Aid Program is appropriate for carrying out those
policies.

!
Clause (1) of subsection (b) is a policy declaration respecting the
obligations of the UnitedStates arising from-the Federal burden and the
amount of compensation fc5r thatburden. Three designated internal
clauses state three facets of that policy: they describe Abe obligation
of the United States with respect to revenue aqdAervice burdens; the
basis for computing the amount, of compensation; and the possibility of
considering economic benefits in computing that amount.

Clause (A) of subsection (b)(1) is a policy relating to the Federal ob-
ligation which arises from Federal)Durden. In clause (A), the Congress
declares it to be the policy of the United States, that there-is an
obligation pn the part of the Federal Government which arises from the
revenue burden and the service burden placed upon a local educational
agency. The term *revenue burdee,means to burden caused by loss
revenue resulting from the tax-exempt statu of Federal real pro rty.
The term "service burden" means the burden caused by the cost of rovid-
ing education for federally-connected children

ClaussAA) is,derived from Recommendatibn II(A)(1) ,of the report.

503
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Clause (B) of suhsitction (b),(1) declares it to be the policy,of the
United Stet& that the degree te, which the Federal obligation requires
compensation should be based up 4n asconsideration of the burden placed
on a local educational agency and the cost of providing an adequate
level of education for federally-connected children. The term "burden"
refers to the use Of that term in clause (A) of subsection (B)(1); and
the term 'adequate level of education" looks forward to the use of that
term in section 3(b) in connection with determining the amounts to which
local educational agencies are entitled.

Clatse (B) is derived from Recommendation II (Al (2) of the report.

Clause (C) of subsection (b)(1) declares it to be the policy of the
United States that, in 'determining the amount of compensation to local
educational agencies for the burden imposed upon them by Federal activiL
tiesepthe net economic benefit conferred by Federal activities on local
educational 'agencies may be taken into consideration; however, this,,

consideration is contingent upon the development of -a dArice for the
measurement of economic benefits to local educational agencies and that
.measurement must be achieved on the basis of objectiverAata.

Clause (C) is derived from Recommendation II(A).(3). )4(

.1)
.

Clause (2esubsectioh (b) relates to the obligations of the United
'States with-respect to public education under the laWs of the States and
the education of federally-connected children. Clause (2) states policy
in eix internally designated clauses.

Clause (A)'of subsection (b)(2) declares it to be the poi cy of the

United States that the Federal Government has an obligation_to provide
financial support for public education under the laws of the States.
The _extent of that' obligation is dependent upon two .factors: (1) the

,extent to which the laws of the States- place such an obligation on the
owners of real property; and (2) the extent, to which, Federal property
exists within the States.

Clause (A) is derived from Finding IV(1); it is also based on the
findings stated under statements of Commission findings relating to the
relationship with State laws and the definition of "Federal property*
which state that 'Federal property should, to the extent practicable, be
treated like private property" (See Finding III(4)).

It should be noted that the House Committee report on the bill'which
became Public Law 874 states clearly that it was the original intent of
the Congress that Federal property should be treated like private
property. This intention is. carried through as that of the Commission.
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4

' It should also be"noted that this policy states an obligation which runs
to local educational-agenciei as Institutions and, indirectly, to they
children served by those agencies, even though those children may have
no immediate Federal connection. This policy is to be implemented under
those recommendations relating to local educational agencies with
"heavily impacted' school districts. (See section 3(c) of the bill.)

Clauses (B), (C), and (D) of subsection (b)(2) state policy with regard
to the Federal obligation -for the education of specific categories of
federally-connected children. .

Clause (D) states that the Federal Government has, an( obligation to
"gEr.srir the support of education for the children Of its employees
withotat regardfor their Places of residence. The policy stated in this
claude is directly related to that stated in clause (A) of subsection
(B)(2),4in that employers i:/hq own real property have, under thilaws of
the,States, an obligation to pay taxes on that property; and thdise taxes
are 'used to finance public education.

-

The policy stated Ln.41ause (B) requires a departure_. from a policy in
current law. Under current la V, children of Feddral employees-who go to
school in a State different0.4from that in "which -the property on which

parents are employed is located are not counted as federally-
connected. The new policy would require their being counted.

Clause (B) is derived from Finding IV(2) and Reeommendatioh

Clause (p) states that-the Federal Government has an obligation for the
education of children living on Federal property. This policy is a
corollary with that stated in clause (B). It does not, however,ste-
quire a change in current law, in that current law, without exception,
counts, as federally-connected children all children residing on Federal
property.

Clause (C) is derived from Finding iv(3) and Recommendation IV(1).

Clause (D) states that the Federal Government has a special obligation
with respect to the education of children in attendance at the schools
of heavily burdened local educational agencies.

This policy is reflected throughout the Commission's recommendations.
Special provisions are made for individual determinations;of entitle-
ments for those local educational agencies; those entitlements are given
priority in payments; and those payments are guaranteed.

Two aspects of this clause should be noted: (1) tje use of the word
*specials as an adjective modifying *obligation"; and (2) the fact that
that 'obligation runs to all of the children irk' the schdbls of those
agencies.

4.
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The term "heavily burdened'' local educational agencies" 'refers td local
educational agencies which are eligible for special treatment under
subsection (c) of section 3.

Clause (D) is derived frau Finding IV(5) and Recommendation IV(3).

Clause (3) of suisectiom,(b) states that itjs'the policy of the ,United
States that theImpact Aid PrograM is-appeopriate for meeting the
obligations described in clauses,(2) and (3) of subsection (4) and that
the following provisions of the bill are designed to fulfill those
obligations.

Clause (3) is derived from Finding IV(6).

.

POLICY WITH RESPECT TO CHILDREN,RESIDING ON INDIAN LAND4Sw

Subsection (c) of section 2 is a special policy statement with respect
to Indian children residing on Indian lands. -This subsection montains
two paragraphs: paragraph,(1) is a st'ated recognition 6y ,the .Congress
regarding the education of Indian children, while paragraph IA states
the policy of the United States on the manner of their education.

1 . ,

Subsection (c) is derived from Finding IV(4) and Recommendation IV(2).

Paragraph (1) of subsection (c) states that in paragraph (1) the 'Con-
gress recognizes .(1) that the United States has a special and unique
obligation with respect-to the education of Indian children and (2) that
this obligation arises from, treaties (and other agreements) between the
United States and Indian dibes and (3) that the Impact Aid Program is
one of several means by which the United States can, in part, satisfy
that obligtion.

The'use of the term "in part" is intended to make clear that," since
therb are numerous obligations respecting educatiOn arising from tree-
'ies (many df which are beyond the scope of the 'Impact Aid PrograM),
this statement of recognition should not be construed as a declaration
of total or complete satisfaction of those obligations.

Paragraph (2) of subsection (c) states national policy with respect to
the education of Indian children. 'Paragraph (2) contains two clauses:
Clause (A) declared policy on the goals of their education, while clause
(B) states policy respecting the rights of-Indian-children under the
laws of the'Statep.

I

Clause (A) of paragraph (2) declares it to be the policy of the United
States (1) that the education of Indian children shall be available in
such a form and in such a manner as to enable them both to perpetuate

°

ti
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.
.

their existence as Indian people and to function effectively in the
majori.ty soci'ety, and (2) that decisions regarding the conduct of their'
education should be made by their parents and the tribes of which they
are members. 0

Clause (a) of paragraph (2) declares it io'be the policy of the United
States thit, to the extent that the eduCation of'Indian children is
carried out through local educational agencies (as determined bPtheir
parents and the tribes of which they are members), those children are to

)have the full rig is of citizens under the education laws of thg,States,. N
as weir as the 'Benefits which accrue to them under the treaties (and
other agreemehts) with the United States. -

ECONOMIC IMPACT MODEL

Subsection (d) of section 2 is a directive to the Secretary of Education
to develop a means of,determiding, on anoobjective basis, using empir-
ical evidence, the het fiscal burden placed upon local educational
agencies by Federal activities. This directiVe i* to be completed not
later than October 1, 1983. This subsection is made necessary by °
the finding stated in clause (43) of subsection (a) 'and the policy
declared in clause (c) of-subsection (b)(1): These provisfbns arise
from the contention, on the part of the Secretary of Education, that
there are net fiscal benefits resulting from Federal activities--a
contention based upon an unsupported' assumption. The development of a
means of measuring Federal .burden would provide a basis for operating
the program without.unnecessary or inappropriate assumptions regarding
the existence or dgige of burden.

Subsection (d) does not direct the Secretary to develop a particular
means of measuring burden; nor does it set any standards or criteria .for
the-device developed; however, the Commission's report does contain a
description of an, economic model developed by the Commission. Unless a
better model can be developed, it is expected that the principles used.
in the Commission model would be used by the Secretary.

Subsection (d) 'es derived from Recommendation U(B).

4

SECTION PAYMENTS TO LOCAL EDUCATIONAL AMIENCIES

WITH RE8PECT,TO CHILDREN WHO RESIDE ON FEDERAL PROPERTY
0 WHOSE PARENTS ARE EMPLOYED ON FEDERAL. PROPERTY

Section a'of the bill authorizes program of payments to local edu-
cational agencies which provide free public edpcation to federally-
connected children. This'section contains fohr subsections as follows:
'subsection (a) creates entitlemeha. for local educational agenciei ,

educating federally-connected chi3Ofen (and,determines the conditions
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for their eligibility); subsection (b) sets out a formula for determin-
ing the 'amounts of those entitlements; and subsections (c) and (d)

create two exceptions to that formula'for local educational agencies ,
with heavily impacted school districts.

The text of section 3 is as follows:

1,

Sec. 3(a)(1) Each local educational agency shalt be eniitled,tunder

this section, to a payment for each fiscal year with ,_respect to each

child who, during such year, iftin attendance at the schools of such

agency and, while so in attendance, resides on Federal Property.

(2)(A) Each ZocaZ educational agency shall befintitled,
,0-4.---

this section, to a payment r each fiscal year with respect to each

child who, during such year, 's in attendance at the schools of Such

agency and, while so ile"ittendance, resides with a parent employed on,

Federal property.=

(B) For the purposes of this paragraph, any child who --

under

(i) has a parent on active duty in the uniformed Services (as
,

defined in section 101 of title 37, United States Code), or

(ii) resides on Indian lands,

shall be deemed to hare; parent employed on Federal Property.

(3) No local educational agency, shall 45e,,eligible to receive a

payment under this section for any fiscal:yearunless the number of

children in attendance .at its schools for that year who are deicribed

in paragraphs (1) and (2) is at Least ten and constitutes at Zeast three

per centum of the total number Of children ,in, attendance at. its schools

for that year, except that any local educational agency,at,the Schaaf;

of which there are in attendance at least 40Q children so described
%

shall be so eligible..

5,08
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(4) For the:purposes of thie-Act

(4) the term "Federal property" mewl any real property in any

State which is not subject to taxation by, the States or their.

political subdivisions by reason ofjPederaZ Law;

(B) the term -*cal educational agency" means a board of

fucation or other legally constituted local school authority

having administrative control and.direction of free public elemen-

tary and secondary education through grade 12 in a county, town-

ship,"or other school district located within a State; and 'such

term also includes any Stte agency which directly operates and

maintains facilities fproviding free jublic elementaAy

secondary education through grade 12;

(C) the term "free public education" means education w

provided at public expense, under public supervision and direc-

tion7, without tuition charge, and which is provided as elementary'

or secondary school education;

'ID) the term "State" means one of the fifty States in the

United.States; and

(E) the term "Indian lands" means reaS property held in trust

by the United States for individual Indians or Indian tribes and

real property held by individual Indians or Indian tribes which is

subject. t restrictions on alienation imposed by the,United States.

(b)(11 The amount, of the payment to which any local educational

agency shall be entitled for any fiscal year shall be equal to the total

number of vhildrdn described in paragraphs (1) and (2) of subsection (a)

a
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for whom such, agency provided-freepisbZic edu;ation during such year

,,multiplied by 50 per cent= oflipthe Federal contribution rate for such
,

agency for such year.,
w

(2) The Federal contribution rate for any Local educational agen-

cy for any fiscal year shall be an amount equal to the difference

between
-1%

(A) the amount per pupil necessary to provide an adequate

level ofeducation in- the schools of
4
such an agency, during such

I
year; and..

(B) the amount pei Pupil contributed for such year to such

agency by the State in whi.ch it is located for the maintenance and)

operation of its schools, except that the Federal contribution rate

for any local educational agency in any State shall not e less

(
than 50 per centum of iiie average per-pupil exieriditure am that

State.

(3)( f For the purposes of thislwection, the amount per pupil

provide_an adequate level of education in the schools of a.

local tional agency in a State for any fisca6ear shall be equal

to the average perpupil expenditure for that year in that State or in

all the States, whichever is greater.

(BY For the purposes of this Act --

(i) the term" "average per-pupil expenditure" in a State for
2

any fiscal Jr shall be the aggregate current expenditures during

that year, of all local educational agencies in that State divided

by the aggregate number of children in average daily attendance for

1
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A

whom sue: agencies provided free public education during that

year;

(ii) the term "current expenditures" means expenditures for

free public education, including expenditures for administration,

instruction, attendance and health services, pupil trmiemrtation

services, operation and maintenance of plant, fixed charges, and

net expenditures to cover deficits for food services and student

body activities, but not'including expenditures for community

services, capital outlay, and debt service, or any expenditures

made from funds granted under the Elementary and Secondary Educa-

tion Aat of 1965; and

(iii) the number of children in attendance at the schools of a

local educatieal agency sha// be determined.on the basis of

average daily attendance of .such children in such schools: and,

subject to such regulations as may be necessary for'the purposes of

this section, average daily attendance shall be determined in

accordance with the appropriate State Zaw, and such regulations

shat permit-the use of data based on average daily membership in

'Neu of average daily attendance when appropriate, and shall"

'provide for equitable' treatment between local educatienal agencies

when children are in attendance at the schools of a,local educe-
,

tional agency,wnder agAemente between agencies concerning tuition

payments for suck children.

(C) Notwithstanding subparagraph (A), in cases where the children

in attendance at the schools of a local educational agency in any State
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who are:described in -paragraphs (2) and (2) of subsection (a) have

educational needs while are ao eubstantially different from thoise of

IP
children in public schoolf, in general, ad to require, in order to meet

the educational needs of the Vlitdren so described, an expenditure of

funds greater than the average per-pupil expenditure in that State or in

an the States (as the case may be), the amount necessary to provide an

adequate level of education for such chi:Jaren in the schools of such
r

agency shall be adjusted accordingly. Adjustments under this subpara-

graph shall --

(i) be based upon criteria established for such purpose;

(ii) be the result of a petition therefor by one or more Loma

educational agencies for a specific fiscal year; and '

(iii) include adequate consideration of the cost to a Local

educational agency of preparing for, and submitting, an application

under this title.

(D) For (the purposes of subparagraph (C), children who'have parents

he uniformed epices, those who live on Indian laude, ard those

'who live on lod-rentpublic hbuoing property shall'be deomad.to have

educational needs requiring substantially greater expenditifres of Ands

than that for which provision is made in subparagraph (A).

(4)(A) If any educati;;a agency receives a payment in -lieu

of taxes from any Federal'ag y (other thanja payment under this Act)

with respect air any Federal property in its school district far any

fiscal year, an amount equal to such payment shall be deducted from the

entitlement computed under this subsection with respect to that agency
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for that fiscal year.

(B) If any local educational agency receives payments from the

taxation of interests in Federal property for any fiscal year, an amount

equal toiaUch payments shall be deducted from the entitlement computed

under this -section with respect to that agency for that fiscal year.'

(c)(1)(A) In any case where the ability of a local educ ional

agency to provide, an adequate level of eduction for the children in

attendance at its.. schools is seriously impaired by reason Of the exist-

ence, Within, the school district of such agency, of a substantial area

of Federal- property, the amount of the entitlement of that agency-shall

be datermihed in acCiedance with criteria, established for the purposes

of this paragraph, designed to insure that qufficient funds are availa-

ble to such agency to enable such ency to provide such a- lewl of

education for such children.

(B) 'he criteria established for the purposes of this paragraph

shall make provision to insure that the funds available to a local

educational agency _in a State are at least equal to the product of --

(i) the rzge per -pupil expenditure in that State or in all

-"...4'the States ichever is greater; and

(ii) the number of children in attendance othe 'schools of

such agency. .

Such criteria shall 4ks into consideration such additional factors as

the athount of revenues which would be available to a locat educational

agency if the federal property, in its school district were taxed at the

same rate as other Simil.ar :real property in its school district is
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actually being taxed, the educational needs of the children in attend7

once at the schools of a local educational .agency,, and any unusual

geographical features of the school district, of a local educational

agenCy which increase the cost of education for the local educational

agency;

'(C) A presumption shall Lie in4fafor of a determination of eligi-

bility under subpartagraph (A) for any local educational agency if the

geographicararea of the Federal property in the school district of that

Local educational agency whickizas, in the past, been Subject to State

or local taxation and has been acquired by the Federal Government (or

otherwise been exempted from such taxation by operation of Federal Law)

constitutes at least 10 per Centum of the total geographical area of

that school d strict. Such a presumption may be rebutted by conclusive

evidence (1)_ that sufficient funds are available to the local education-

al agency to provide an adequate Level of education for the children in

attendance at its schools or (2) that, if there is, an insufficiency of

funds,'enich insufficiency is not the result of the tax-exempt status of

the Federal property in its school district, or (3) that the local

educational agency is being substantially compensated for the loss of

revenue resulting from the exiatence.of such Federal property by in-

creases in revenue accruing _to such agency from the Federal activities

carried out with retpeat to such property.

(2)(A) In any case where the number of children described in

paragraphs (1) and (2) of subs&ction (al in attendance.at the schools of

a local educational ag,AC-1; in a Szsate constitutes Such a substantial
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percentage of. the total number of children in attendance at such schools

/
that the ameA1-10f the payment such agency would receive on the gasis of

an entitlement computed under subsection (57-would be insufficient to

enable such agency to. provide an adequate level of education for the

children in attendance at its schools, the entitlement of that'agincy

shall be determined in accordance with criteria, established for the

purposes of this paragraph, designed to insure-that Sufficient funds are

available to such agency to enable such agency --to provide such a level

of education for such children.
4

(B) The criteria established for the purposes of this paragraph

shall. make provision for --

(i) establishing, with respect to 'the children in attendance

at the schools of, the local educational agency, an amount necessary

to provide such, children an adequate-level of education in accord-

once with subparagraphs (C) and (p) of subsection (b)(3)-;

(i) a consideration of effo'i rt the local educational

agency is making to raiee revenue from its local sources;

(iii) a coneidarationtof the resources available to the lo

educational agency from'that State and from other Federal sources

of funds; and

(iv). insuring that the per-pupil expenditure of the local

educational agency is.not less than that of other local educational

agencies in that State haying school diatTicts which are generally

comparable with that of such agency.

515
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(3) Any lethal educational agency shall bi deemed to meet the.

requirement of subparagraph (A) if --

6i) the number ofchildrenzin attendance at its schools who g

are described in both paragraph f,1) and paragraph (2) of subsecton

(a) constitutes-Nleast 0 per centum of the total number of

children in attendance at its schoble; or

(ii) the number of such children described both in paragraph

(a) and paragraph (2) of subeection-(a), plus one-half of the

number of such children whoars-deecribed in either Paragraph'(1)

or paragraph (2) of such eubeection (a) constitutes at Zeait 25

-per centum of the tota number of children in attendance at its

schools.

(d) If, in accordance with preScedurei and criteria, there.ie a

determination that any requirement in this-Section which,-when applied

to any local educational agency, would defeat the pUrposea of this

such requirement shall be waived for the benefit of that

agency. Such criteria shall be based upon the findinge.and policies

stated in Election 2 and shall take into consideration hardships result- I.

ing from the failure to pay the full Fount to which a local educational

agency is entitled to be paid under this tit/8.

This section-isthe equivalent to section 31in existing law and is
based, unless otherwise noted herein, upon the same principles as those
updhwhich ,phe current section 3 is based. The new section 3 differs
from the existing section 3, in that it includes, *s integral parts
thereof, necessary definitions of terms.
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ENTITLEMENTS AND ELIGIBILITY

SuBsection (a) of section 3 creates entitlements and establiihes
bility conditions for payments to local educational agencies which
provide education for children connected with Federal property. This
subsection contains four paragraphs: (1) and (2) create entitlements for
local educational agencies which provide education for children who
reside on Federal property and children whose parents are employed on
Federal property; paragraph (3) sets the conditions for eligibility for
payments; and paragraph (4) defines the terms used in subsection (a).

The structure of subsection (a), as paragraph (1) gives evidence,
differs from the-provisions in current law. Current law creates two
categories of federally-connected children: (A) those who both reside
on, and reside with a parent employed on, Federal property (the -so-
called "A" children); and (B) those who either reside on, or reside with
a parent 5paloyed on, Federal property (the so-called "B" children).
The structure of paragraphs (1) and (2) also creates two categories of
such children; however the two categories are (1)..fthose who reside on
Federal property; and (2 ose who reside.with a parent employed on

111441
federal property. A chit_ o is the equivalent of an RA" child is to
be counted twice, while one who is the equivalent of a "13* child is to
be counted once. Thus, the current practice of distinguishing between
*Air and 'B's* would not continue. The policy for this structural
chahge is derived.from 4 finding made by the Commissioh in its Interim
Report that there is no rational basis for a distinction between "A's"
and "B's." The children described in paragraphs (1) and (2) are re-
ferred to as "federally-connected.*

The new structure is required under,the policies stated in Recommenda-
tions IV (1) and VII (1).

ENTITLEMHNTS WITH RESPECT TO FEDERALLY -CONNECTED'CHILDREN

Paragraphs (1) and (2) of section 3(a) of the bill are comparable with
subsections (a) and (b) of section 3 in current law. Paragraphs (1) an
(2) do not contain serveral elements included in subsections (a) and (

of..current law:
4

(1)1References to the location of Federal property in clause (1) of
subsection (a) and clause (2) of subsection (b) in current law are not
included in the bill because of'the policy stated in clause (B) of
section 2(b)(2) of the bill regarding the obligation of the _Federal
Government with respect.to the education of its employees; -

(2) the use of the term 'average
graphs is omitted in favor of the
defined for the purposes of the

section 3(b)(3)(3) of the ,bill;

daily attendance" in the two para-
term in attendance," which is then'
entire section in clause (iii) of

ti 4
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(3) the language in both subsectiohs (a) and .(b) of current law
referring to uniformed services is the equivalent to clause- (i) of

section 3(a)(2)(B) of the bill;

(4) the language of the second sentence, of section 3(a)_of current law
(relating to chipiren on Indian lands) ist the equivalent to clause
(ii) of section.31a)(2)W of the bill ;'and

4$

(5) the second sentence of section 3(b) of current law (relating to
refugee children) is omitted; but the equivalent thereof is included
in the new section 4 of the bill.

Paragraph .(1) of subsectiorr(a) provides tha4 each local educational
agency is-to be entitled (under section 3) to a payment for each fiscal
year with respect to each child who (during that fiscal year) is, in at
tendance at the schools of such agency and who (while so in attendance)
resides on Federal property.

Paragraph (2) of subsection (a) relates to children whose parents are
.employed on Federal property. This paragraph contains twofau.,bpara-
graphs: subparagraph (A) is parallel with paragraph (1), subpara-
graph*(B) contains two exceptions for special circumstances.

Subparagraph'(A) of paragraph (2) oroyides that each local educational
agency is to be entitled (under section 3) to a payment for each fiscal
year with respect to each child who {during that fiscal 'year) is in
attendance at the schools of such agency and (while so in attendance)
resides with a parent employed on Federal propeity..

Subparagraph (B) of, paragraph (2) relates to two typed of Federal
connection which do not fit the-general pattern of Federal employment:
(1) children of military personnel who may not be working on real
property (such as a ship); and (2) children residing on Indian ;ands
whose parents may be engaged in agriculture rather than work for the
.Federal Government. This subparagraph provides that, for the purposes
of paragraph (2); such children shall ,be deemed to ,have'a parent em-
ployed on Federal property.

.Subparagraph (B)-contains two clauses describing those children: clause
(i) specifies a child who has. a parent on active duty in the uniformed
services; and clause (ii) specifies a child who resides on Indian
lands.

The ;term "uniformed services" is defined in section 101 of title 37',
United States Code.

..---2 >
The term 'Indian lan is defined in clause (E) of paragraph (4) of

subdection (a).

ij

I-
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ELIGIBILITY FOR PAYMENTS

Paragraph (3) of subsection (a) states the conditions under which local
educational agencies are to be eligible for payments under section 3.
This'paragraph provides that no local educational agency is to be eligi-
ble to recieve a payment under section 3 for any fiscal year unless the
number of children in attendance at its schools for-that year who are
described in paragraphs (1) and (2) of subsection (a) (federally-con-
nected children) is at least ten and that number constitutes at least
three percent of the total number of children in attendance at the
schools of, that agency for that year. paragraph (3)- contains an ex-
ception to the three percent requirement: if 04 number of federally-
connected children in its schools is at least oa.

Par &praph (3) of section 3(a) of the bill is the equivalent of -section*
3(c) in current law. Such paragraph (3) is, in substance,identical
with paragrap& J1) and (2) (A) (i) .of section '3(c) in eureent law. The°
remainder Of the provisions of section 3(c) is omitted. They are--

(1) division (ii) of-section 3(q)(2)(A), which makes special provision
for the eligibility of local educational agencies which have -been
eligible, bUt fail in an: Year to meet the three percent eligibility
requirement (the so-called7Turtell Amendment"):

(2) of'aeCtion *3(c)(2)1A).,, which allows thewaiver'..cf
that eligibility requirement; _and

(3) subparagraph (B) of seciton 3(c)(2), which is &special eligibili-
ty requirement for refugee children.

The first two special eligibility provisions would beelimi.nated in
order to simplify eligibility requirements. These two provisions are
'subsumed in the new section 3(d)= of -the bill. It

The-special provisions. for ,refugee children is made unnecessary by
reason of new section 4 of the bill.

DEFINITIONS

,Paragraph (4) of subsection Ca) contains necessary definitions,for the
'terms us in section-3. %Five terms are defined: "Federal property";
*local ducational agency"; "free public education"; *State"; and
"TAU lands.*

Clause (A) of paragraph (4)'defines the term *Federal property" as any
real property in any State which is not subject to taxation by 'the
States or their political_ ubdivisions by reason of Federal law.

Clause (A) ip based upon Recommendation III.

519
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Y

ClauseeW is the equivalent of section 403(1) in current law whicti'
defines, the term *Federal propOty.* The.riew definition is a simplifi-
cation of the current definitiomanddgfers from current. law 4n that --

a (1) the 'proputii must-,be .located in a State, 'as defied'in clause 'Op)
, of paragraph (4)' (which does not include the District of COlumbia nor
any of th2,outlying,areas);*

(2) current 'law considers Federal property to cont. ue.to.be 'such for
one year after it has been transferred, whj.le the new definition does
sot; c ,

.

(3) the current defini ion includes,Air Force flight training schools
at airpoita owned by the States (or.their subdivisions), while the new
definition_

i-

do4S not; arid- - ,

). - '=,' -, . , . . - .> ,,_.,
, .

. ,

(4) current law does,not include property-owned by the Postal Service,
while the new definition does include that' property if it is not
'subject to txition,,-- P t r
. , .

With regard to taxable interests in Federal property, the fact that a
State may tax an interest in.:Kederal property doek not defeat its Status
as Federal prOpertyolliyever, revenues from taxing such interest are
deductible under seceion-3(b) (.4), Of the bill,.

Clause (B) oil paragraph (.4) defines the term *local educational, agency
as a,boardof educationv(or other legally constituted local -school'
authority) having'adMinistrative control and direction of free public
eleienbaty and secondary education through grade 12 in a county, town-
ship, or other school district located within a.State. the term *local
educational agency' also includes any'Stateagency which directly
Operates end maintains facilities for providing free public elementary
and secondary education through ,grade 1`2.

This definition.isthe same as that in section- 403(6)(A} in current law.

*Clause- (C) of paraqraph'(4) s.the term *free public education* as
education which is proyided at lic expense, under public supervision
and direction, without tuition charge, and which] is provided as elemen-
tary or secondary school education.

Nir

This is the same _definition as is in section, 403(4) in current:law.

./
Clause (D) of pgragrakh (4) defined the term
of the. fifty States in. the United' States.

This definition differs from current law in
trict of Columbia aid the outlyihg,areas.

.

*State', as meaning any one

that it excludes the Dis-

.

1-
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Clause_ (E) of paiagraQ-(4) defines the term "Indian lands* as real
property either heldwin trust by the United States for individual
Wiens or Indian tribes of held by individual Zpdians or Indian tribes
which is subject to restrictions on alienation imposed .by the United

4States. -'

.

-4- This definition is derived from section 403(1)(A) in current law.
,r.

AMOUNTS OF ENTITLEMENTS '*11*

Subsection (b) of, section 3 determines the amounts of the entitlements
created under subsection (a). Thisisubsection, has four paragraphs:
paragraph (1)- states that the amount of the payments is based upon a
"Federal contribution rate"; paragraph (2) determines the means by which
the Federal contribution rate is computed using ''adequate level of
educatian" as a standard; paragraph (3) controls the manner in which an
adequate level of education is determined; and paragraph 14) provides
for reduction-of the amounts of entitlements.

Section (b) and subsection (c) of section 3 should be considered
-together. While subsection (b) contains a rule' for determining the
amounts of entitlements, subs' -on (c)' creates exceptions to that rule."4
'These two subsections reorgan , andare the equivalent- of,0 sections 2
and 3(d) Of current law. The fo lowing table indicates the comparabili-
ty of those provisions between current law and the bill.

Current Law Proposed

Sec. 2 z), Sec. (c)(1)
Sec. 3(d) (1) S 3(b) (1)
Sec. 3(d)(2)(B) a..... Sec. 3(c)(2)
Sec. 3(d)(2)M and (D) ....Sec..3(b)(3)(C) and (D)
Sec. 3(d)(3) Sec. 3(b)(2), (3) (A) and ao
No provision Sec. 3(b)(4)

41

COMPUTATION OF AMOUNT OF ENTITLEMENT
,

4
Paragraph (1) of subsection (b) provides that the amount of the payment
to which any local educational agency is to be entitled for any fiscal
year is to be equal to -vole total number of rederaly-connected children
for -whom that localoeducatiopal agency provided free public educatiOft
during that year multiplied by 50 percent of the Federal contribution
sate mno for that liocal eddcational agency for such year. .

Paragraph (1) is the same as paragraph (1) of section-3(d) in current
law, except that
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(1) the terra "Federal contribution rates (FCR) is Used instead of
;'

(2) a uniform 50 percent of nit is used for computation
ments,stead of the 5ariable percentages"sused in curredt

These changes reflect the policies of Recommendations VII'

"local contribution rate" (LCR) and

of entitle-

(1)(a), (b),

It should be noted that the "tier"- system of pa ments in current law
4 -

, ---

uses the variable percentages of LCR as a-means Of setting priorities Is
making payments. Since Recommendation VIII states i policy inconsistent
with the 'tier', system, these variable percentages are not necessary.

...,

Common practice has been use clause (A) of section 3(d)(1), of current
law, as a definition of a heavily impacted school district. Provision
for sudh a definitionis made'in section 3(c) of the bill.

Paragraph (1) is derived frail' Recommendation VII(1) (a) and (b).

Paragraphs (2) and 13) of subsection (b) are the equivalent of paragraph
(3) of section 3(d), in current, law.

FEDERAL, CONTRIBUTION RATE

Paragraph (2) of.subsection (b) provides' that the Federal contribution
rate for any local edugaitonal agency for any fiscal year is to be an
amount equal to the difference between an amount determined to be
necessary to provide,,Ao adequate level of education and an amount
contributed to that agency by the State. These amounts are calculated
on a per-pupi basis; and the State contribution must be for the purpose
of assisting if the maintenance and operation of the local educational
agency's schools. This paragraph contains an exception to the general.
rule on computing FCR: FCR for any Idtal edUcational agency in any State
may not-be less than 50 percent of the average per-yupil expenditure in
that State.

, 4 ,

This provision is sabetentially different from its comparable provIbion
in current law in that the "comparable school, distict" method for
computing LCR would not be continued and that the approach for the
present minimum LCR's (State or national average per-pupil expenditures)
would become the basis for computing FCR.

The special provision for computing. LCR in outlying areas and, single
school district States is omitted, as being unnecessary in light of the
changes in the method for Compdting'entitlements and in the definition
of State.

Paragraph. (2) is derived frdm Recommendation vII(11(d), (e), and .

(A522
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ADEQUATE LEVEL OF EDUCATION

Paragraph (3) of subsection (a) provides for determining the amount
necessary for'an adequate'level of education. This paragraph has two
qubparagraphs: subparagraph (A) contains the.formula fin determining the
amount; and subparagraph JEO4defineh or clarifies the terms used in that

-I formula.

Subparagraph (A) of paragraph (3) provides that, 'for the purposes of
section 3, the amount per pupil necessary to provide an adequate level
of edUcation in the schools of a local educational agendy in'a,State for
any'fiscal,year is to be equal to the average perZpupil expenditure for
that year in that State or in all the States, whichever is greater.

s paragraph'is the equivalent of the minimum LCR.provisib\in
s on 3(d)(3) In current law.

Subparagraph (A) is-derived from Recommendation VII(1)(g).

Subparagraph (B) of paragraph (3) defines the terms 'average per-pupil
expenditure, and 'current expenditures, and it permits the use of
average daily membership, as well as'average da,ily attendance.

This subparagraph' is the equivalent of subparagragN4(C) of section
J1d)(3) in current law.

Clause (i) of subparagraph (B)defines the -term -"average per-pupil
expenditure" "for the purposes of section 3. Such term, when used in
connection with a State for any fiscal year, is to be the quotient
obtained by dividing current expenditures by the number of children ix
average daily attendance at schools. The aggregate current expendituies
of all local educatiOnal agencies in the State are divided by the
aggregate number of children in average daily attendance for whamuch
local educational agencies provide free public education in the year for
which the calculation is made.

This definition is derived from subphragraph (C)(i) in cut tent law;

Clause (ii) of subparagraph, (B) defines Ncurrent,expendituree as
meaning expenditures for administration, instruction, attendance and
health services, pupil transportation services, operation and mainte-
nance of plant, fixed charges and net expenditures to cover deficits for
food services and student body activities. The definition expressly
excludes expenditures for community services, capitel...putlay, and debt
services; talso excluded are expenditures from funds gianted under the
Elementary and Secondary Education Act of 19654:

This clause is deriVed from section 403(5) current law.

r

ts;
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.

Clause WO of,dubparagraph (B) makes, provision for determining the

numbers of children in attendance at schools and average daily attend-
ance. This clause provides that the 'number of children in attendance at
the schools of a local eduCational *agency isto be determined on the
basis of average daily attendance of children in such schools. It also
provides that average daily attendance'is to be determined' in accordance
with the appropriate State lair; however, such determination is to be
subject .o such regulations (promulgated by the Secretary of Education)
as may be necessary for the purposes of section 3. 'Clause (iii) re-
quires that such regulations permit the use of data based on average
daily membership in lieu of average daily attendance when appropriate.
Clause (iii) also requires that such regulations provide for equitable
treatment'between local edubational agencies when children are in
attendance at the schools of a local educational agency wider agreementd
between local educational agencies concerning tuition payments for such
children.

Clause (iii) is based upon section 403(10),in current law.

Subparagraph (C) of paragraph (3) provides for exceptions in determining
the amounts necessary, for providing an'adequate level of education for
some categories of federigly-connected children. .

the first sentence of subparagrapI (C) provides that in' cases where
federally-connected children in ttendance at the schools of a local
educational agency in any Ste 'have educational needs which are so
substantially differenEffrom needs of children in public schools, in
general, as to require, in or r to meet those needs, an expenditure of
funds greater than that p ided in subparagraph (A) of paragraph '(B),
subparagraph (C), requkreS that the amount determined necessary to
prm4de an adequate level,of education for that category of children in
the schools of that agency be-increased accordingly.

,

This subparagraph (together with the folloviing subparagraph) is based --.

upon the concepts underlying subparagraphs (C) and (D) of_section
3(d)13.2 in current' law (which subparagraphs make special tpward'adjust-
ments iLn_the LCR for children living on Indian lands and handicapped,
militfty dependents). The new -language permits stch adjustments when-
ever costs of education require special treatment of a group or category
of children.

The categories selected for adjustments under this subparagraph ma be
determined on the basis of the type of property with which children are
connected or on the basis of educational needs. r

In scpe-tinstantes,echildren 1.is individual school districts may merit a

Special adjustment if unusual circumstances in. that district cause
increased costsof education. It is expected that children_ in many



.

hgavily impacted school districts would qualify for adjustments, under
this subparagraph determ4ned on the basis of Individual local education-
al agencies. I

The second sentence of subparagraph (C) requires that adjustments under
that subparagraph --

(1) be bassed upon criteria establIghed sPecifically for the purpose
of making such adjustments;

(2) be the result of a petition for an adjustment by one or more
local educational agencies for a specifip fiscal.ivear; and

_(3') include adequate consideration of the cost to.a local/educa-
tional agency of preparing for, and submitting,,inapOlication for
a payment on-a section 3 entitlement. 416',

4

Application costs under clause (iii) of subparagraph (C) .are included
because of the considerable -costs -which may be inogtred by a JOcal
educational agency in petitioning for an adjustment and gathering the
information necessary to support the petition, which information may
include the results of an economic impact study.

Xlt Should be noted that actions by the Secretary (or failures io act)
are subject to review under section 5(e) of the bill.

Subparagraph (C) is based upon Recommendations in .section IV and
Recommendation VII(2).

Subparagraph (D) of paragraph (3) mialtes-S statutory determination that
certain categories ofchildreg7 are within the exception set 'out in
subparagragh (C) of paragraph-\(3). ,In tip.eases of children who have
parentl in the uniformed services, those who live oh Indian lands and
those' whO'live on pidw-rent public housing property, .subparagraph (B)

requires- that they be deemed to have educational needs-of the type
described in subparagraph (C) and that the amount necessary to provide,
an adequate level of'education be adjustid upward. '

4

DEDUCTIONS FOR CERTAIN REVENUES

Paragraph (4) of subsection (b) provides for deducting certain revenues
from the entitlements of certain local educational agencigA.. This e

paragraph contains two subparagraphs: subparagraph JA) relates to
deductions for in-lieu of taxes payments; and subparagraph (B) re;abes
to deductions for taxable Interests in Federal property.

Paragraph (4) is based upon Recommendation VII(6).

5 2
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Subparagraph (Afof paragraph (4) requires that an amount be deducted
from the eptitlement of a tlocil educational agency computed under°
subsectiOn (6) for any fiscal ybar which is equal-to the amount that
agency actually receives as an ip-lieu of.taxes peyment,froia any Federal
agency with respect to any

year.
Property in the school district of

thet agency for that fiscal year.

Subparagraph .(3)' of paragraph (4). ,requires that an amount -Be deducted
frog tile entitlement of a local- educa,tional agency computed under
subsection _(b) for any fiscalyear _which is_ equal to the amount that
agency .actually 4receivis from the- taxation of interests in Federal
properly for tlat. fisC'al 4 --

a

EXCEPTIQNSFOR HEAVILY BURDENED 6CAL EDUCATIONAL AGBtCIES

- ' Subsection (c) of sestion*3 provides for .two exceptions tothe manner in
which entitlements are oompyted_ under subsection, (b). Subsection (c)

',treats thdse exceptions in two paragraphs: paragraph:- (1) relates to
local educationil .agencies in the school districts of wbich there is
extensive after& property, and paragraph (2) relates, educa-
tional

local educ-'
tional aq having high.percentages of federally-connected children
in attendance at their mOhools; .,

LOCAL EDUCATIONAL AGENCIES WITH scaooL DISTRICTS
wxqm SUBTANTIAL rEDERM., PROPHET!

Paragraph (1) of subsection (c) 'sets the conditions for special treat-
ment of local educational agencies which are, impaired-,in their ability
to provide:an adequate level of education for the children in attendance
at their schools because-Of the existence .of extensive Federal property
in their school distiicts. This paragraph contains three subparagraphs:
subparagraph (A) states

that
conditions fin' eligibilityeligibility for special

treatment and directs that those eligible be given special treatment in
accordance with criteria established for such purpose; subparagraph (B)
sets the standards for those criteria; and subparagraph (C) creates a
presumption of eligibility, in favor of local educational agencies having,
school districts having a substantial part of their area falling within
the definition of 'Federal propfirty.

Paragraph (.1) is comparable with section -2, of current law. Substan-
tively,. paragraph (1) differs from the current section 2 by recognizing
that mere exemptiorof real property from taxation may constit
such a -substantial burder upon a local educational agency that it
not be able to provide the children in its schools an adequate level of
education.

4

C
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Subpara?raph (A) of paragraph ('1) requires that' the entitlements of a
local educational agency be dAermined in accordance with criteria
establiphed specifically for the purposes of paragraph (1) of subsection
(c) if the ability of that local educational agency to-provide an
adequite level of education for all.the children in attendance at its
schools is seriously impaired by reason of the existence, within the:
school'district of that local educational agency, of a substantial area
Of Federal property. The criteria so established are to be designed to
insure that sufficient funds are available to the agency t4 enable such
agency to provide an adequate level of education for those children.

Any local educational agency may make application under paragraph (1);
and it is to be eligible' if it can .show that the existence of Federal
prOperty in its school'district is,s0 substantial that, because of its
tar.- exempt status, sufficient funds are not available', to the local,
iduCational agency to enable it to provide the children, in its schools
an adequate level of edycation. '

As a part of any such showing it is expected that if possible, a'local
educational agency may conduct an economic impact study' (of the type

_required-to be developed under section 2(d) of the bill) to measure the,:
extent of the Federal burden.

Subparagraph (B) of paragraph (1) controls the criteria required to be
established under subparagraph (A).

The first sentence of subparagraph, (B) sets a minimum for such criteria.'-
Such criteria are to make provision to insure that the funds availible
toa focal educational agency in a Stete are at least equal to the
product of an average per-pupil expenditure and a number of children
described in clauses (i)..epd (ii) of subparagraph (3).

Clause (i) of subparagraph (B) sets the figure for 'average per-pupil
expenditures for a local educational agency as being not less than
either the average per-pupil expenditure for the State in which it is
located or the national average per-pupil expendlture._

Clause (ii) of subparagraph (B) laiovides that the number of children
counted for determining the minimum entitlement is to be all of the
Children in 'attendance at the schools of the local educational Agency.

.

The second sentence of subparagraph'(B) provides additional factors
which are to be taken into consideration in establishing criteria under
paragraph y'(1). Such criteria are to take into consideration at least
such additional factors as

(1) the amount of revenue which yould be available to a local educe-
tiorial agencyif the Federal property in its school district were
taxed at the same rate as other similar real property in its district
is actually being taxed,;

527-
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(2) the educational ne-ed8 of the children in attendance at the school
of a local educational agency; and

:40

(31 any unusual geographical featufes of the school diitrict of a
local educational agency which increase the cost of 'education for the
local educational agency.

Existing law requires that two factors be taken into consideration in
determining the amount of a payment under section 2:

(1) the amount of the continuing Federal responsibility for the
additional financial burden plated on the agency; and

(2) the amount the local educational agency would have derived from
the property if it were taxed..

The second sentence of, paragraph (1)B) does not continue the first
factor, since this factor is to be taken into consideration in determin-
ingthe agency's eligibility under subparagraph (A) of paragraph (1).

'Two new factors are added by the second sentence o? subparagraph JB),
bothof which relate to the cost of, education: (1) educational needs,
and (2) unusual costs caused by unusual geographical features of the
school district.

If, an 'economic impact study is conducted in the school district, the
amount of the Federal burden measured by that study would be a factor.

Subparagraph (C) of paragraph (1) creates a presumption of eligibility
in favor -of any local educational agency in the district of which at
least ten percent of the real 'prwerty is Federal property, and provides
for a rebuttal to that presamptitm, in the cm" of any local educational
agency.

a 0
Existing law ,(clauses (1), (2), and (3) of section 2(a)) contains three
requirements for eligibility for section 2 payments:

(1) the United States must have acquired real pfoperty in the local
educational agency's school district (after 1938) with an assessed
valuation at the time of acquisition amounting to at least 10 percent
of the valuation of all the real property in that district;

(2) the acquisition must have placed a substantial and continuing
financial burden; and

(3) the benefit of the Federal activities.may not substantially
compensate the local educational agency for the Federal burden.

1
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Subparagraph (014 of paragraph (1) in
three clauses of the current' section

factor- becomes a threshold for.the
gitility which may be rebutted by

. factors.
4

J10.

The first sentenc of subparagraph-AC) provies that, 14 the geographi-
cal area of the Federal property. in the sch2 o1 district of a local

the bill is the equivalent of these
2(a). The equivalent -of the first
creation of a presumption of ell-
the equivalents of the other two

educational agency has, at some time,- been- subject to State or local
taxation and has been acquired by the Federal ,Government, and consti-
tutes at least' ten- percent of the total geographical area. of the,schoqL
distritt of that agency, then a presumptionl'shall lib in favor of, a
determination that it -is eligible 'for special:treatmenit under. paragraph
Old

This threshold for creating a presumption-of eligibility differs from
the fist eligibility factor in existing law in'three,respects:

(r) 'the 10.percent factor is geographical rather than a percentage of
assessed valuations'

(2) the property concerned is 'Feddral property" as defined in sectj.on
3, rather than real/property acquired by the United States. and

(3) current law requires that the property shall have been acquired
after 1938, the new language would have no date-but would provide that
the property__ should, at some time, have_been subject to State taxation
and have -been exempted therefrom by reason of its becoming Federal
property.

The second sentence of subparagraph- (C) Provides that the presumption
created by thefirai sentence thereof may be-rebutted only by conclusive
evidence that

(1) sufficient funds are'available to the local educational agency to
provide an adequate level of education for all the children in attend-

)

ance at its schools; or

(2) if there is an insufficiency of -finds_ to Provide such a level of
education, such insufficiency ).s not the result of the tax-exempt
status of the Federal property in its school district; or'

(3) the bocal educational agency is being substantially compensated
for the loss of revenue resulting from the existence of sudh' Federal
property by increases in revenue accruing -to-strch agency from Federal
activities carried out with respect to such property.

, -

The third of these possible rebuttals the equivalent of the third
eligibility factor in existing law. This rebuttal can only be carried
feorward by conducting an economic impaht, study with - respect to the
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Federal- activities concerned. Such a stud' is to be conducted by using
a model of the type directed to be developed in section 2(d) of the
bill. t'

Paragraph (1) is derived from RecomMendation VII(3).

LOCAL EDUCATIONAL AGENCIES WITH SUBSTANTIAL PERCENTAGES OF
FEDERALLY-CONNECTED CHILDREN IN ATTENDANCE AT THEIR SCHOOLS

Paragraph (2) of subsection (c) provides for special treatmeht for local
educational agencies in the schools of which there is in attendance a
high percentage of federally-connected children. Paragraph (2).has
structure which is parallel with that of paragraph (1) of subsection (c)
in that _subparagraph (A) 'provides-for establishing the eligibility of
focal eduqational agencies for specitl treatment; subparagraph (B) sets
standards for criteria fcm special treatment; and subparagraph (C) deems
certain local educational agencies to be eligible.

Paragraph (2) is comparable with subparagraph Sq of section 3(d)(2) in
current law..-"That subparagraph authorizes section 4 entitlements to be
increased for local educational,agencieshaving in-attendance at their
schools a number.of federally- connected children which is at least 50
percent of thp total'number of children in attendance at their schools.
In -the case of any such agency, if its regular -section 3 entitlement
(plus other funds 'available to the local educational agency) is less
than the amount necessary to enable that agency to provide a level of
education equivalent to that maintained by local- educational agencies in
the same State with comparable school districts, the Secretary is to in-
crease the entitlement of that agency to.the,extent necessary to enable
that agency to,provide such a level of education..

The amount to whit, an entitleMent may be increased is not to exceed the
per-pupil cost of:providing education in,

in

comparable school dis-
tricts multiplied by the number of, federally-connected/children n the
schools of the local educational agency, minus the amourit, per pupil, of
State aid to that a*ncy.

In accordance with ,Recommendation .V7I(4), this narrow, seldom used
provision in existing lay would.beexpanded into a major exception to
tthe -;regular section 3 formula.

Subparagraph (A) of paragraph (2) provides that any local educational
agency is to have its entitlement under section 3 de-termined in accord -,
ance with criteria establiihed forthe purposes of paragraph (2) of sub-
section} (c) if the number of federally-connected children in attendance
at the schools of such agency constitutes such a substantial percentage
of the total number of children in attendance, at such schools that the
amount of the payment such agency would receive on the ~basis of its

I
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entitlement, under subsection (b), would not be sufficient to enable
such agency to provide an adequate level of education for all the
`children in attendance at its schools. Such criteria,are to be designed
to ensure that sufficient funds- are to be available to such agency to
enable ach agency to provide-In adequate level of education for such
children.

The standards for determining whether ajercentage of federally-connect-
ed children is so substantial as to make S regular section 3 entitlement
insufficient to provide the children in the schoo1.4ean adequate level of
education appears be subjective. However, there--.4re sufficient o4- e

jective standards Oailable to make those determin%tions on an objective
basis - -objective e ugh that those dertermination can be reviewed

f'

administratively d judicially. The adequacy of the level of education
' will have been tablished under subparagraph (C) o subsection (b) (1);

the amounts av lable from non-Federal sources will be easily estimated;
and the amou of the payment on the regular entitlement after being

. reduced and r section 5(c) can be estimated. When the sum of the
regular pa nt and the amounts available from non-Federal sources are
not suffi ent, to provide an adequate level of educat=ion or the chil-
dren in he 'schools of a.local educational agency, then a prima facie
case of 1 gibility is established for that agency. It is reasonable to
assume thatthe more payments are reduaed for regular entitlements, the
more oval educational agenoies,w411 -have eligibility under Subsection_

41
(c). .

. .

a h (B) of ra a h () requires that the criteria established--
suant o subparagraph (A) ke provision for four factors which are

t vit.in.four clauses (i) rough (iv) of subparagraph-(B).
N , /

Clause (i) of subparagraph/(B) requires that there be established, as a
standard for computing an/ entitlement, an amount necessaryrfor providing
an adequate level of education for all of the children In attendance at
the'schools of the local educational agency. That level of education is
to bedetermined under subparagraph (C) of subsection '(b)(3).

In determining the amount of the' entitlement of any local- educational
agency under subsection (c), the criteria established pursuant to this
clause become the standard.against which the financial resourceeof the-
local edpcational,agencyare measured. The amounts established under
subparagraph (C) of subsection (b)(3) to provi!e an adequate level of
education, for federally-connected children in' the schools of local
educational agencies under subsection (c) are to have a direct effect or
the amounts to, which ).ocal educational agencies are so entitled.

Clause (ii) of subparagraph (B) 'requires that. t criteria take into
consideiation theeffort-Fhe local eddtationak--agency is making to raise
revenues from its local sources. ,

'-
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Clause (iii) of subparagraph (B) requires that the criteria take into
consideration the resources available to the local educational agency
from the State and other Federal sources. '

.

Clause (iv) of subparagraph (B) requires that the criteria insufe that
the per-pupil expenditure of the local educational agency be at least
equal to that of other local educational agencies in the State having
school districts which are generally comparable with that of the local
educAional agency.

Subparagraph (C) of paragraph,(2) deems local educational'agencies with
certain percentages of children in,attendalIce at their schools to 2,be
eligible fcK special treatment under subparagraph X2). aboie percent-
ages are specified in clauses (i) and'(ii) of suhparagraph(C).'

,

,Clause ti) of subparagraph (C) speCifies, as being automatically so

eligible, those local educational agencies having ln attendance at their
schools a 'nUmber ofchildren who both reside on, and reside with a
parent employed' on, Federal property, which is at least equal to 20
percent of the total number of children so in attendance.

Clause (ii) of subparagraph (C) syecifies, as being automatically so

eligible, those local educational agencies having in attendance at their
schools a- number of children who both reside on, and reside with a
parent:employed on, Federal properity, plus one-half of those who either
reside on, or reside with a parent employed on, Federal property which

,-.--.is at least equal 1.o 25 percent of the total number of children so in
attendance.,

WAIVER AUTHORITY

"/

Subsection (d). of section 43 provides for .a general waiver authority in
order to avoid cases of undue hardship. This subsection requires the
establishment of procedures and criteria for- determining instances where
the application of requirements or limitations in section-3 to particu-
lar local educational agencies would defeat the purposes of section 3.
If the application of anY such requirement or limitation would defeat
the purposes of section 3 with respect to any local educational agency,
then such requirement or limitation would be waived or modified for the
benefit of that local educational agency. The criteria established are
to be based upOn the findings and policies stated in section 2 of the
bill; and the criteria are to take into consideration hardships result-
ing from any failure to pay .the full amounts to which local educational
agencies, are entitled under sections 3 and 5.

Subsection (d) is a consolidation of exceptions and waiver authOrity in
sections 3(c)(2)(A) and 3(e) in current law and is based upon a policy
in favor of simplification of the law.

a

a
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SECTION 4: -- PAYMENTS TO LOCAL EDUCATIONAL AGENCIES WITH
RESPECT -TO CHILDREN WHO IN ATTENDANCE AT =THE SCHOOLS
THEREOF BY REASON OF ERAL ACTIVITIES OR-POLICIES .

Section 4 of the bill authorizes payments
which are providing free public educati
attendance at the schools of such agencies
-but who are not - connected withFederal-prope

-five subsections: subsection (a) authorizes en
governs the amounts oLentitlements; subsection
tive provisions; subsection (d) states the Fo

' and subsection (e) specifies a category of Phil
be in the schools of a local educational
policy.

to local educational agencies
on for childten who are in
by reason of Federal policy
rty. This section contains
titlements; subsection (b)

(c) contains administra-
ndi,tions for eligibility;

d en which is deemed to
y/ by reaso of Federal

(
The text of section 4 reads as follows:

Sec. 4(a) Each local educational agency enatz

this section, to a payment for each. fiscal year ending

1, 1984, with respect to

mined, in aecordalpe with

each child who, during such

regulations promulgated for t

entitled, under

r to October

year, is deter-

purposes of

h agency bythis section,- to be in attendance at ,the schools of sue

reason of Federal activities or policies and with reapedt for whom

t fiscalprovision is not made for payments under Section-3 for t

year.

(b) The amount of the payment to which a local ;educational agency

shal'be entitled for any fiscal year, rer this section, shallbe.

determined in accordance`' with such regulations, which regulations shaZZ'

make provision for paying for an, amount equal to the local share of t

wet of education for each child described in subsection (a).

(c)(1) To the extent appropriate, the principles underlying

seatten 3 shall be usai in developing regulations for this section.

e
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(2) For the.purposes of this section, the definitions Of terms used .

in sAction.-3 shall/ apply to similar terms used, in this section.

No locat educational agency shall be eligible to receive,

a payment under this section for any fiscal year, unless the number of

children in attendance at its schools, for that year, who are described

in subsection (a), is at least ten.

(e) For the purposes of subsection (a), any child Who is-a refugee

in the United Statesunder.the laws of the United States, as defined by

regulations, and who is in attendance at the schools of a local educa-
.

tional agency shall be deemed to be in attendance at such schools by
0

reason of Federal activities or policies.

Subsection (a) of section 4 provides that each looaneducational agency
is to be entitled, under section 4, to a payment for each fiscal year
ending pribr to October 1* 1584,,with respect to each chil61 who, during
such year, is determined'to be in attendance at the schools of such

--agency by reason of Federal activities aor policies and with respect to
whom provision is not made for payments under section 3 for that fiscal
year. Such determination is to be made in accordance with regulations
promulgated specifidally for the purposes of section 4. Such regula
tions are expected to include, as being in, attendance et a school by
reason of Federal activities or policies, any group or category:of
children covered -gander section 4 in current law.

I
Subsection (b} of section 4 provides for determining the-amounts of the
payments to which local educational agencies are entitled. The amount
to which any local educational agency, is to be entitled for any fiscal
year under section 4 is to be determined in accordance with regulations
promulgated for the purposes of section 4. Such regulations are to make
provision for paying to each local educational agency an amount equal to
the local share of the cost of education for each child qualifying under
section 4.

Subsection (c ?* of section 4 contains administrative provisions.

a
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Subsection (c) is deeigned to provide _guidance to the Setketary in
Carrying out the flexible authority granted tinder section 4. In admin-
istering- section 4 itis expected that all of those provisions of
section 3, except those relating to Federal property, be applied to any

' group or category- of childcen determined to be in attendance at the
'Agio schools of a local educational agency by reason of Federal activities or

policies. /4

Paragraph (1) of subsect4on 0...) provides tha t, to the extent appropri-
ate, the_ principles and in4 section 3 are to be used in developing
regulations for the administration of section 4.

Paragraph (2) of subsection (c) makes the,definitions of terms used 'in
section 31hpply to Silmilar terms used in section

eabsection.(d) of eection 4 controls the eligibility of local edUCation-
al'agencies for payments under section 4. This subsection provides that
no locala educational agency is to be eligible to receive a payment
under section 4 `for, any fiscal yar0 unless the number of children-in
attendance at its schools, for that tisCal year, who are described in
subsection (a), is at least ten.

tt

0

Subsection le) of section 4 zozlems refugee ,children to be within the'
scope of subsections (a). Such section provides that, ipr the purposes
of subsection (a) of section,iiak child who is a refugee in the United
States under the' laws of the 'United States (as defined by regulations
promy,lgated for the purposes of section 4) and who is in attendancesat
the wschools of a local educational agency is to be deemed 'to be in
attendance at such schools_by reasonof Federal activities or policies,.

%. Section 4 is 'based upon Recommendation VI; and .it is aa subdute for
the second sentence_of section 3(b) and sctons 3 and 4A in'current law.

SECTIONS. ADMINISTRATIO9; APPLICATIdN:
PAYMENTS; APPEALS AND JUDICIAL REVIEW

Section 5 Of the bill contains administrative provisions for section 3 .

;and, to the extent not provided in section 4, for section 4. This
section contains five subsections: subsection (a) charges the Secretary
of Education with.the4esponsibility for administerinrsections 3 and 4:

sections 3 and 4; subsection (c) prdes for making payments on the

subsection (b) goveins the submissions approval of applications under

basis of such kapplicatichAf subsection (d) governs State treatment of
Impact Aid *payments in the programs of State aid to eddcation; and
subsection ye) provUes for appeals and judicial review oft the actions.
of the Secretary.

II
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The text of section 5 reads as follows:

c
Sec-. 5(a).(/) The Secretory of Education 4ereinafter referred to as

the "Secretary") !hall be, riepoitsible for Ae administration of the
7

programs of payments to local educational agencies for which provisions

are made under sections 3 and 4, and this section and shall, in accord-

ance with section 431 of the General E ion Provisions Act, promul-

gate rules and. regulations as ma enacehary to carry out. theSUCJI,4,

s, provisions of such sections.

,(2) Regulations promulgated pursuant- to paragraph (1) shall make

provision for making deteririnations respecting entitlements and payments

(and, the amounts thereof) under sections 3 and 4, for each fiscal year,

on'the basis of the moat_ recent satisfactory uniform data available.

Such regulations-shall provide for making such determinations on the

basis of such estimates and projections of statistical data as may be

necessary to supplement available flata and make such data more recent

nearly uniform, except that determinatis based'upon such estimates and

projections shalZdnot operate to deprive any lOcakedUcational'agency of

the amount payment for which it is eligiele, for any fiscal year,

when dater Fixations are made on the basis of ,actual data.

(b)(1) Any local educational agency which desires to receive

payment under section 3 or 4 for any fiscal year shall submit to the

Secretary an application therefor, in accordance with regulations, which

lication shalt be in,euch form, COntain\such information, and be sub-

mitted at such time and in such manner as shall be prescribed in\uch

536
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re lations. SUch regulations shalt provide that aZZ det rminations.

essary for'the approval ofappZications shall be made within 60 days

after the date before which they are to besubmitted and that action on

approval of such applications shall be taken not later than 30. days

thereafter, unless the applicant requests a delay for a specific period

of time. The Secretary shall approlve any application which meets the

requirements Of the appropriate provisions of this Act.

TWA) Any local educational agency making an application under

this subsection foyany fiscal year with respect to an

created on the bags Of Indian children residing on Indian

include in such application a description of such policies

dureirestablished jay such agency to ensure that --

entitlement

Zands_shall

and p-r;oce-

(i) such children are to receive an adigquate level of educa-

tion, considerihg the special educational needs of such children;

(ii) the tribes and parents of suchchildren.have an oppor-

tunity to review the application and present their views thereon;

and

(iii) such tribes and parents are cbnaulted:and involved in,

the development and operation of the educational program designed

to provide such children an adequate levet of education.

(B) If an Indian tribe, or its designee, having a child in attend-

Tonce at the schools of a local educational agency, files a complaint

with respect to :the application of that agency subject to this-

graph, the Secretary shall, unless the Secretary determines that the
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compZaint is frivolous or otherwise without substantial mint, disap-

prove such application and. such diaapproval shall be,subject to adminis-

trative and judicial review, as provided' in this Act, except that the

tribe hr person making a complaint under this subparagraph shall be

entitled, to present evidence to support such complaint; and for such

purposes, a complainant under this subsection shall have the same right

of review as a Zama educational agency.

Lg)(1) Except as is otherdise provided in paragraph (3)., the

Secretary-shaZZ, for each'PecaZ year, pay to each ZocaZ educational

agency which has submitted, and hgs had approved, an applicaion

pursuant to eubsection (b..the-amount to which that agency is entitled

under-section r section 4 (or4ioih), as the case may be. Same

appropriated, for any fiscal year, to 'enable the Secretary to make

payments with 'expect to such an application shall, once appropriated,

remain available, notpithstanding any other provision of Zaw (unless

enacted expressly in specific limitation of this paragraph), for obliga-

tion and payments with respect to such application -until the-full amount

due on such-appZication is Paid:

(2)(A) Notwithstanding section 3679 of the Revised Statutes 131

665), the Secretary shall,' not later than 30 days after the

beginning of each fiscal year, make a preliminary payment to each local

educational agencyof an amount equal to not less than 75 per centum of

the amount the Secretary eetiOdtes-to. be the amount for which.' such

agency-ie eligible for that year under section 3 or 4 (or both).

eF
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(B) In order to be eligible for a preliminary payment for any

fiscal year under this paragraph a local,educational agency shall ,--

(i) submit a special appZiaation therefor; and

(ii) have received a payment under this subsection for the

preceeding fiscal year.

(3) If, for any fiscal year, the funds appropriated for makimy-
.

payments pursuant to paragraph (1) are insufficient to pay in full the

total amounts necessary to satisfy'all the entitlements created under.

sections 3 and 4, for such year, the Secretary shall --

' (A) make a pay74'(for which the full faith and credit of the

United States is pledged) to each local educational agency for

which an entitlement which has been established pursuant to subsea-
.

tion (c) of section 3 for such year of thepamount to which it is

entitled as so establishedf

(B) from the remainder of such funds, pay to -each other local

educational agency an amount which bears the some ratio to its

entitlement under section 3 for such year as such remainder bears

to the aggreg e of, the unsatisfied entitlements created under

section 3 for t year; and

(C) f funds appropriated for making payments on entitle-

ments created under section 4,_pay an amount to each local educa-

tional agency, eligible for such a payment, in accordance with-the

terms of the Act making the appropriation.

-(d)(1) No payment under his section shall be made to any local

educational agency for any fiscal year in any State if

ffl
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(A) that State has, during ihe preceding fiscal year, taken

into' consideration payments under this section in determining the

eligibility eany local educational agency in that State for State

aid for free public*edutation or the amount of such aid;

(B) that-State makee such State aid available to ;focal educa-

tional agencies in such a manner as to result in leee State aid to

any local educational agency whih is eligible for a payment under

this sectiothan such agency would receive if such agency were not

so eligible; Or

(C) that State requires or permits (i) local educational

agencies to spend funds from a payment under this section 67r-other

local funds based on the- amount of such payment) for any purpose

for which State funds (but not local funds) are otherwise made_
r

available, or (ii) general purpose units of local government to

divert such p4mente from fiscaZty dependent Local educational

agencies.

(2)(A) -Notwithstanding the prohibition in paragraph (1), States

which have in effect 'plans,of Stdte aid to local educational agencies

which are designed to equalize, and have the effect of equalizing,
---..-

average per-pupil expenditures among euch agencies, are to be permitted
-a

to take paymerds vadi; thin section .into consideration in determining
a

the, amount of' State aid to an agency .receiving suoh4payments if --

(i) the disparity in average per-pupil expendituree by the

local educational agency having the *highest per-pupil.expenditure
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in the State does not exceed 110 percentum of that having the
p

lowest Per-pupil expenditure in the State; _ ..

(ii) the average per-pupil-'expenditure in the State at least

equals the average per-pupil expenditure in all the States;

(iii) the effect of taking such patients into consideration

would not be to reduce the per-pupil expenditure by the local

educational- agency to a level Ober than the average per -pupil

expenditure in the State; and

(iv) the amount of such payment taken into consideration may

not exceed 50 percent thereof.

(B) In determining the Local educational agency having the highest

averaIRr,per-pupil expenditure in a State, any local e&cationa agency,

which (because of unusual circumstances) has an unusually high per-pupil

expenditure may be excluded, except that the number of local educational

agencies so excluded in any State may not have, in the aggregate, an

average. daily membership exceeding two percentum of the average daily

membership of alai the local educational agencies in the State.

(e') The payment to any local Pthii.atInal agency having an entitle-
.

ment estabtiahed under aubsection (c) of section 3 shalt not, in any

event, be taken into considektion by any State under this subsection.

(3) The,terms "State-aid" and "equalize expenditures" as used in

this subeection ahan be defined by the Secretary by regulation, after

consultation with State and local educational agencies affected by this

subsection: Provided, That the term "equalise expenditures"'shall not be

construed in any manner adverse to a program W State aid for free
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public education yhich provides for taking into consideration the

additional cost of providing free pUbLic education for particular groups

or categories of pupils in meeting the special educational needs of such

children as handicapped children, economically disadvantagegthose who

_need bilingual education, and gifted and talented children.
.

(4)?A) If a State desires to take payments under this section into

1

consideration as provided in this eubsection for any fiscal year, that i
1

I

State shall, not Later than sizty days prior to. the beginning of such ,
3

I,
.

I

fiscal year, submit notice to the Secretary of its intention to do so.
1

.
I

Such notice shall be in such form and be accompanied by such information I

1

as to enable the Secretary to determine the extent to which the program

of State aid of that State is consistent wish the provisions of this

subsection. In addition, such, notice shall be accompanied by such

evidence as the Secretary' finds necessary that each local erhlf.,7tional

agency in that State has been gipen notice of the intention of the

State. If the. Secretary atermines that the program of State aid of a

State submitting notice under this subparagraph is consistent with the

provisions of this subsection, the Secretary shall certify such determi-

nation to that State.
1

(B) Prior to certifying any determination under subparagraph (A)

any State'for any fiscal, year, the Secretary shall give the local

educational agencies in that State an opportunity for a hearing at which

such agencies may present their views with respect to the consistency

of the State aid program of that.State with the 'provisions of this

eubsection.
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(C) The Secretary shall not finally -deny to any State for any

fiscal year certification of a determination under 'subparagraph (A)

wit#out first giving that State an opportunity for a hearing.

(e)(1) Any local educational agency, which is-dissatisfied with an

action thethe Secre under section 3, section 4,for this section,

shall be entitled to administrative and judicial review asp

this subsection. A failure to act with respect to an application within

the time periods specified in'subsections (b) and (c) shall be deemed,

for the purposes of this paragraph, to be an adverse action thereon.

(2) Any local educational agency which desires to have administra-

tive review of an action, subject to review under this subsection,.shal%

submit an application for review thereof to the Education Appeal Board

nareinafter referred to 68 the "Board"), establilled under section 4.52

of the General Education ProvisionsAct. Upon recept by the Board of

any such application, the Chairman thereof shall, in accordance with the

provisions of such section not inconsistent with those of this subsec-

tion, immediately designate a pana,of three members to conduct such

review and decide the'case under expedited procedures, to which panel

the Board shall delegate its functions with respect to such application.

On any such panel 4.-

(A) no member shall be an individual in the full-time employ-__
ment of the Federal GOWMT4e7t:j

(B) no member shalt be an individual employed by a local edu-

cationaL agency eligible to receive _a payment under this section;

and
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(C) no member shalt be d resilelt of o employed by, the

State in which the applicort is located=

'(3) Any.local educational agehcg wh4ch-has received d written
. ... ,

notice of f-an actijinz4574-ixage widen this' section and desirep!, to have
, ..

. ,

t' action reviewed shall, ;2ithiii,thirtY
.
d4a after-eipt of susuch

,...

notice, submit an application for review. The failure to ceive notice

of action shalt, upan an allegation of such failure in an 'application.

for review, constitute notice if, in accordance with procedures daVel-

aped by the Board, a reasonable time for an action and notice thereof

has Lapsed.
4

j4) The Board shaZZ have the cn rz.ty, in order to Make a deci- -
4114, -

sion, to review aZZ matters 41 and fact raised in an appZica.ti.on fcir

review; and its decisions shaft, unless a petition for judicial review

has been filed within thirty days after notice of a decision has been

receieed by the-applicant, be final with respect to both the Secretary

and the applicant.
. -

(5). Decisions of the Board with respect to applications for review

under'this subsection shall be subject-to review, as provided in sect-ion

455 of the General Education Provisions Act.

(6) In any' case where an applicant for review, is the prevailing

party (either in a decision by the Board or in a decision upon ,judicial

review) the applicant's costs for such review (indluding any -donovags

incurred .by the' applicant) shall be assessed against the Secretary by

the Board or the court, as the case may be; end such applicant shallibe.

entitled to the payment of such costs.

3
3
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.

ADMINISTRATION

1 .

Subsection (a) of"section 5- vests in the Secretary of Education the
responSibility for, the administration of the programs authorized by
sections 3 and 4 and makes provisioff fdr the promulgation of necessary
regulations. This section-contains two paragraphs: paragraph (1), .

relates to administration;-and paragraph (2) gqverns regulations.,

=s.

REGULATIONS

Paragraph (1) of subsection (a) provides that the Secretary of Education,
is to be responsible for the administration of the programs of payments
to local educational agencies authorized by sections 3, 4, and 5. Such
paragraph also requires that the Secretary promulgate such rules and
regulatidna as may be necessary to carry out the provisions of such sec-
tions. Such rules and regulations are to be promulgated in accordance
with section X431 of the General Education Provisions Act (20 U.S.C.
1232). "

Paragraph (1 }_ is comparable with section 401(b) of Public Law 1374 in
existing law. Such paragraph includes new language which makes clear.
thit the procedures set out in section 431 df the General Education
Provisions Act are to, be used in promulgating regulations- under para-
graph. (1). Those procedures require '

(1) each prqvisitn of a regulation 'con a citation of- the ],egal
authority upon which it is based;'

-(2) there be delayed effective dates on regulations;

A
(3) during that delay, there be an opportunit!, for publiccomment on
"reposed regulations;

,

(4) regulAtions be enforced uniformly throughout the Nation;, and

(p) therebe an opportunity for congressional' determinations respect-
ing the validity of such regulations.

OF STATISTICAL DATA

Paragraph (2) of subsection (a) provides that reguirations promulgated
pursuant to patagrapb--(1) of subsection (a) are to make provision foi
making payments on the basis of the most'recent satisfactory uniform
data, available,' and such regulations are to provide for making such
estimates and projections of statistical data as maY be necessary.
Paragraph 12) contains two sentences: the first requires determinations
to be made on the basis of the most recent data; and the second relates
to estimates.

.6
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Paragraph (2).is'ComparabIe with section 31f) of existing law. Substan-

tively, paragraph (2) contains two significant policy differences from
existing law:

(1) Existing law uses data from the second year preceding the year.for
.whidh computations. are to be made. Paragraph (2) requires that the

data used be those for 41e most,recent fiscal year for which satisfad-
tory uniform data are available(

(2f Existing. law, simply authorizes the use of estimates in making
determinOions. Paragraph (2) requires the use of estimates and-the
use of projections of statistical data when ptojections are necessary
to make satisfactory uniform data available.

-6

e first sentence of paragraph (2) requires that such regulations make
p ovision for making determinations respecting entitlements and payments .

nd the amounts of such entitlements and payments) under sections 3. and
4, for each fiscal year, on the basis of the' most recent satisfacttry

unifo ailable to the Secretary.

e second sente
provide for mak

-s and projections o
available data and
Such second sehtenc

-7* 'determinations be mad

e of paragra
such deter
statisti
ke suc
dontai
on the

.

.

(2) -tequires that such regulations

detetminations may not

'nations on the basis af'such estimates'
1 data as may be necessary to stipplement
data more recent and more nearly uniform.
s an exception to the requirement that
basis of estimates and projections. Such

e to deprive any local educational agency,
Of the al-cunt of the payment to whidh,it is eligible, for any fiscal

year, when, -at some `later time,Aeterminations are made on the basis of

....Actual data. -

'71--
, 0

APPLICATIONS

Subsection (b) of section 5 governs th'e submissiOn and approval of

applications for payments under sections 3 and 4. This subsection

conpains two paragraphs: paragraph (1) governs all applications; and

paragraph (2) relates specifically to applications for payments on_the'
basis Of' entitlements for children residing" on Indian lands.

SUBMISSION APPROVAL

Paragraph (1) of subsection (b) contains three sentence's: the first

sentence controls the sumission of applications; tile becond ientence

provides for the time 'of their approval; and the third sentence requires

, approval of applicetidds.

#0.

1.
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The first sentence of paragraph (1) provides that any local educational,
agency, which desires to receive a.payment under section 3 or 4 for 'axly
fiscal year is to submit to the Secretary an application for such
payment Such applications are to be subMitt'd in suchform, contain
such inatmation, and be submitted at such time and in such manner as is
to be prescribed in regdlations. I. .-

--..\.) .....--7-.
This sentence is the equivalent of section 5(a) in current law.

.

The second sentence of paragraph (1) requires that the regulations
governing the submission-and approval of epplicatilcat set out a time-:
table foi actions in.such applications. =The regulations promulgated
pursuant to paragraph (1) of subsection (a) are to provide for making
determinations and taking action with respect to'their approval prior to
specified dates. All determinations necessary for the approval of an
application must be made within 60 da s after the date set in the
regulations for their submission. Pina acts n respecting the app oval
of applications must take place not 'later than 30 days after' uch
necessary determinations are made. If are applicant requests a del y in
making any such determiii`4ion or action for a specific period of time,
then those determinations and that action may be delayed for such period
of time. 4 ,

This sentence has no equivalent piOvision in current law; it ismade
necessary.in order to effectuate the review of 'procedures.in section
5(e).

_The third `sentence of paragraph (1) requires that-then Secretary approve
anywplication which meets the appropriate .requirements of the appro-
priaaJprovisions of the' impact Aid Act,

This sentence, like the second sentence, is made necessary by the review,
Procedures in section 5(e)..

APPLICATIONS WITH RESPECT TO INDIAN CHILDREN

Paragraph (2) of subsection tb) contains special provisions relating to
Applications for payments on the basis of entitlements for children
residing on 'Indian lands. This paragraph coniaihs two subparagraphs!
subparagraph (A) relates to the content of such, applications; and sub-
paragraph, (BI sets out the terms for reviegiand appeals of clisapproved
applications.

This paragraph is comparable with section 5(b) (3) in current law.

This paragraph simplifies the provisions of current. law because the
review procedures 'in section 5(c) dupliokate those. in current laW.

47
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Subparagraph (A) of paragraph (2) providet-that, any .local educational
agency making an application under subsection (b) for any fiscal year
with respect teen entitlement created on the basis ,of Indiana children
residing on Indian lands is to include descriptions of special policies
and procedures relating to the education of such children. The matters
to be described are set out in_clauses-(i), (ii) and (iii) of subpara-
graph .00. %

Clause (i) of subparagraph,(X5 requires that such an application include
a description of such policies and procedures established by the appli7
cant local educational agency which are designed to ensure that)Indian
children receiv* an 'adequate level of education, taking into considera-
tion the special educi i6bil needs of such children.

Clause (ii) of subparagraph (A) requires such a description ofjpolicies
and procedures designed to ensure that the 'tribes and parents of Indian
children have an opportunity to review the application and present tEgir
views on the, application.

Clause trti, of subparagraph (A) requires that such tribes and parents
be consulted; and involved.in, the development and operation of the edu-
cational programs designed to provide Indian children with an adequate
level of education. -

Subparagraph (B) of paragraph (2) provides fdr disapprovalof applica-
tions subject to paragraph (2). If an Indian tribe (or its designee)
having a child in attendance at the schools of a local ltducational
agency submitting such an application files a complaint with respect to
such application the Secretary must disapprove that application, unless
the Secretary determines that the complaint is 'frivolous or otherwise
without substantial merit. The dipapproved application is then subject
to appeals and udic'al review. The complainant is to be entitled to
present evidenc o upport uch a complaint and is to' be entitled to
review as if the compl inant wre an adversely affected local education-
al al agency.

PAYMENTS TO LOCAL EbOCATIOMAL AGENCIES

Subsection (c) of section 5 controls making payments on the basis of
entitlements under sections 3 and 4. This subsection contains three
paragraphs: paragraph (1) directs that payments be made; paragraph 2)
requires preliminary payments; and paragraph (3) allocates funds among
_applications when appropriations -are insufficient to satisfy all enti-

tlements.

This subsectionais based upon Recommendation VIII.
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DIRECTION TO MAKE PAYMENTS

ragra01 (1) of subsection (c) creates the. legal obligation 'to pay
amounts under_ applications and reserves the sums appropriated for making
parents.- The first sentence of paragraph (1) Airects.the Secretary to
make payments, while the second sentence controls the availability df

4 .appropriations for making payments.

The first sentence of paragraph (1) directs the Secretary to pay to each
local educational agency which has an approved application the amount to
which that local educational agency is entitled under that application,
as approved. This direction is qualified in that it is made subject to
paragraph (3) of subsection (c) which provides for paying less than the
full entitle&nt wren, funds are insufficient.

The second sentence-of paragraph (1) provides that*. funds appropriated
for making payments for applications approved by the Secretary are to
remain available for obligation and making payments until those payments
are made.

.

This sentence is comparable with the first sentence of section'5(b)(1)
in current law.

PRELLIMINABY PAYMENTS

.. . .

Paragtaph (2) of subsection (c) directs that.preliminary payments be
made. This ,paragraph' 'contains two subparagraphs: subparagraph, (A)
directs that payments be made; and subparagraph (B) sets the conditions
for receiving such payments.'

240411#

This paragraph is tilt equivalent of paragraph (2) of section 5(b) (1) in
current law and differs therefrom in that --

() preliminary payments are exempted from the apportionment an
antideficiencies provision of current_ law which have .defeated the
purpose of theipreliminary payments iequirement; and

(2) preliminary payments are to be based upon the amount the Secretary
estimates the local educational agency is to receive rather than the
previous year's payment.

Subparagraph (A) of paragraph (2) directs that the Secretary` make a

preliminary payment to edbh local educational' agency of an amount equal
to 75 ptrcent of the.amouni.the Secretary estimates to bp.the amount for
which that agency is eligible for each f4Cal year under sectso 3 and
4. Such paymeht0 are to be made not later-than 30 days_ fter the

1

0544.k/

1

I
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beginning of each fiscal year and are to be made notwithstanding the
provisions of,section 3679 of the Revised Statutes of the United States.

(31 U.S.C.

Subparagraph (B) of paragrAph (2f provides that no local' educational

agency is to be eligible for a preliminary payment for any fiscal year-

unless it received a payment for the preceeding fiscal year and it makes
special-application for a preliminary payme t.

,ALIACATION OF FUNDS WHEN APPROPRIATIONS ARE
INSUFFICIENT TO PAY ALL ENTITLEMENTS

Paragraph (3) of subsection (c) allocates appropriations among local

educational agencies when appropriations are insufficient to satisfy all

entitlements-. If, for any fiscal year, the funds appr-opriated -for

making payments pursuant to paragraph (1) of subsection (c) are not

sufficient to pay in full the amounts necessary to satisfy all the
entitlements created under sections 3 and 4, for that fiscal year, the
Secretary is directed to allocate the appropriations available for .that
year in accordance with priorities set out in clauses (A), (B), and (C)

of paragraph (3).

This paragraph is the equivalent of section 5(c) in current law. Its

adoptiorOrou7.4 eliminate the "`tier" system of payments in existing law.

This section makes section 5(c) in current law unnecessary.

Claude (A) of paragraph (3) gives the highest priority to payments on
entitlements for local educational agencies having heavily *acted
school districts. Under clause (A), the Secretary is directed first to

Pay to each 1 1 educational agency for which an entitlement has been-

established pun uant to subsection- (c) of section 3, for any fiscal

year,. the full unt to which it is entitled as established under such
subsection for that fiscal year Such clause dontains a parenthetical
clause which pleces the full-faith and credit of the United States for
the payments under clause (A).

Clause' B of ra h (3) relates to ,payments to all otter local

educational age cies eligible to receive paymerits under section 3. This

clause appli= to funds appropriated for payments under se-Ction 3 -which

remain after ayments are made pursuant to-clause (A) of paragraph (3). /

Under clause .13), the Secretary is directed to pay, from the remainder

.of such funds, each local educational agency an amount which bears the

same: ratio to, its entitlement under section 3 for that year as such
remainder'bearrip the aggregate of the nsatisfied entitlements created

'under section or that year. -

1
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Clause (C) of paragraph (3) relates to payments on entitlements created
under section 4. Clause (C) is-based upon an expectation that, wheh the
'operation of paragraph (3) is madq necessarp, any funds available for
payments for section 4 entitlements would be appropriated apart -from
funds available for'section 3 entitlements. Under clause (C), the
Secretary is directed to pay to each local educational agency eligible
-for a payment under section 4 an amount determined in accordance with
the terms of the Act making the appropriations. Clause n(C) is to be
construed to authorize legislative language in an appropriation Act for
the purposes of section 4.

STATE TREATMENT'OF PAYMENTS .
I

Subsection (d) of section ,5 payments= 'to local educational agen-
cies which take Impact Aid payments into consideration in their State
aid- programs. Subsection (d) contains four paragraphs: paragraph (1)
states the prohibition; paragraph '(2) provides an exception to the
prohibition; paragraph-(3) provides for definitions for the purposes of
subsection (d); and paragraph (4) controls the procedures for exceptions
under paragraph (2).

This recommendation is based on Recommendation IX..

PROHIBITION

Paragraph (1) of subsection (d) provides that no payment, under section
54 may bemade'to any local educational agendy for any fiscal year in
any State if any one of three circumstances exist. Those circumstances
are described in clauses (A), (B),,and (C) of paragraph (1).

Clause (A) of paragraph (1) prohibits payments to a local educational
agency in a State if that-State has, during the preceeding fiscal year,
taken payments under section 5 into consideration in determining the
eligibility_of any local educational agency in that State for State aid
for free phblic education or the amount of such aid.

Clause (B) of paragraph,(1)_ prohibits such payments if the State makes
State aid available to local educational agencies in such a manner as to
result in less State aid to any local educational agency which is
eligible for an Impact Aid payment than such local educational agency
would receive from State aid if such local educational agency were not
so eligible. r

Clause (C) *of paragraph (1) prohibits such payments if either --

'(1) the State requires or permits local educatioftal'agencies to spend
from an, Impact Aid payment (or other local funds based upon the amount
of its Impact Aid payrbent) for any purpose for-which State funds (but
not local - funds) arotherwise available; or=

I
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(2) the State requires or permits general purpose units of local
government to divert Impact Aid payments from fiscally dependent local
educational agencies.

EXCEPTION

Paragraph (2) of subsection (d) contains an exception to the prohibition
in-paragraph_ (1) and sets out the terms of that exception. Paragraph
(2) contains three subparagraphs: subparagraph-(A) creates and sets the
terms for the exception; subparagraph (p) contains an exclusion from the
applicability of one of those terms; and subparagraph (C) makes the pro-
hibition in paragraph (1) absolute in the case of any local educational
agency having a heavily impacted school district.

Subparagraph (A) of paragraph (2) creates an exception to paragraph (1)
of subsection ('d) for certain States.- That exception applies to States
which have in effect plans of-State aid to local edqcational agencies
which are designed to equalize, and which have the effect of equalizing,
average'per-pupil expenditures among local educational agencies in those
States. Those States may take Impact Aid payments into consideration. in
determining the amount of State aid to a local educational agency
receiving Impact Aid payments if such plan meets the qualifications
described in clauses (i), (ii), (iii), and (iv) of subparagraph (A).

Clause (i) of subRaragraph (A) states the _first qualification. The
disparity in average per-pupil expenditures by the local educational
agency in the. State having the highest per-pupil expenditure in the
State may not exceed 110 percent of the local educational agency having
the lowest per-pupil expenditure in that State.

Clause (ii) of subparagraph (A) requires that the average per-pupil
expenditure in the State must be at least equal to the average per-pupil
expenditure in all the States.

Clause (iii) of subparagraph (A) prohibits the use of lEle exception in
any case where the effect of taking Impact Aid payments into considera-
tion reduces the Ar-pupil expenditure by a local educational' agency to
a level lower than the average per-pupil expenditure in the State.

Clause 'iv) of subparagraph (A) limits the dMount' of the Impact Aid
payment which may be taken into Consideration in an otherwise qualifying
State. No State may take into consideratiOn more than 50 percent of the
Impact Aid payment to a local educational agency.

Subparagraph (B) of paragraph (2) permits, in _determining the highest
per-pupil expenditure in a State under clause (i) of subparagraph (A),
the exclusion of any local educational agency which has 'in unusually



-541-

high per-pupil expenditure if the high per-pupil expenditure is the
result of unusual circumstance's requiring a high expenditure. The
number of local educational agencies which may be so excluded in any.
State may not have, in the aggregate, an average daily membership which
exceeds two percent of the average daily membership of all the local
educational agencies in the State.

Subparagraph (C) of paragraph (2) prohibits absolutely am exception for
any State which takes into consideration any-Impact Aid payment to any
local educational agency which has a heavily impacted school district.

r-

DEFINITIONS FOR EXCEPTION

Paragraph (3) of subsection (d) provides that the terms "State_aid" and
"equalize expenditures" as used in subsection (d) are to be defined by
the Secretary by regulation, after consultation with State and local
educational agencies affected (d). Paragraph (3) contains
a proviso which states that term "equalize expenditures" is n t to
be construed in any manner adverse to a program of State aid for ee
public education which provides for taking into consideration e
additional cost of providing free public education for particular gr ups
or categories of pupils in meeting the special educational needs of such
children as handicapped children, economically disadvantaged, those who
need bilingual education, and gifted and talented children.

LJ

PROCEDURES FOR EXCEPTION

Paragraph (4) of subsection (d) sets out procedures to determine if
States may take into consideration payments under this subsection.
Paragraph (4) contains three subparagraphs.

Subparagraph (A) of paragraph (4) provides that if e State desires
to take payments under section 5 into consideration as provided in
subsection (d) fa r any fiscal year, that State is, not later than
sixty days prior to the beginning of such fiscal year, to submit notice
to the Secretary of its intention to do so. Such notice is to be in
such form and be accompaWied by such information as to enable the
Secretary to determine the extent to which the program of State aid of
that State is consistent with the provisions of subsection (d). In
addition, such- notice is to be accompanied by suctwevidence as the
Secretary finds necessary to ensure that each local educational agency
in that State has been given notice of the intention of the State. If
the Secretary determines that the program of State aid of a State sub-
mitting notice under subparagraph (A).is consistent with the provisions
of this subsection, the Secretary is to certify such determination, to
that State.
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Subparagraph (B) of paragraph (4) provides that prior to certifying any
determination under subparagraph (A) for any State for any fiscal year,

the Secretary is to give the local educational-agencies in that State an
opportunity for a hearing at which such agencies may present their views
with respect to the consistency of the State aid program of that State
with the provisions of this subparagraph.

Subparagraph (C) of paragraph (4) provides that the Secretary is not to
finally deny to any State for any fiscal year certification of a deter-
mination under subparagraph (A) without first giving that State an
opportunity for a hearing.

Comment on subsection (d). Subsection (d) and its variance from section
5(d) in current law represent a careful balancing of the policy in favor
of Federal neutrality with regard to the laws of the States against the
paramount interest of the Federal Government in the education of fed-

erally7oonnected children. It reflects a recognition of a trend toward
equalization in State school finance laws and the consequent lessened
reliance of local eduCational agencies upon local real property taxes
for revenues and a recognition that equalization tends .ta'pread the

effect of the Federal burden across an equalized State. At the same
time, experience during the past five years has shown that the Education
Department has been overly tolerant of State equalization programs which
do apt result in equalization and that the States tend to be less
sensitive to the needs of heavily burdened local educational agencies.
It is expected that the recommendations would accomplish a better
balance with respect to these policies than has been the case.

ADMINISTRATION AND JUDICIAL REVIEW

Subsection (e) of section 5 sets out procedures for administrative

appeals and judicial review of actions by the Secretary. Subsection (e)

contains five paragraphs;'paragraph (1) entitles localaeducational agen-
cies to administrative and judicial review of actions by the Secretary;

paragraphs (2) and (3) provide procedures for administrative review;

paragraph (4) authorizes the scope of administrative review;' and para-

graph (5) authorizes judicial review.

This subsection is based upon Recommendation VII(5).

ENTITLEMENT TO REVIEW

Paragraph (1) of subsection (e) entitles local educational agencies to

administrative.and judicial review in accordance with the provisions of

subsection (e). It contains two sentences: the first entitles lcical
educational agencies to review of actions by the Secretary; and the

second deems certain failures to act to be adverse actions.

J
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The first sentence of paragraph (1) entitles any local educational
agency to administrative/ and judicial review if it is dissatisfied with
an action by the Secretary under section 3, 4, or 5 of the Act. Proce-
dures for such review/are to be governed by subsection (e).

ti
The second sentence Of paragraph (1) deems, for the purposes of para-
graph (1), failures to act on applications within certain time limits to
be adverse actions. If, with respect to any application submitted under
subsectiqn (b) or (c) of section 5, there is a failure to act within the
time periods set therein, that failure is to be deemed to be an adverse
action by the Secretary and subject to review under 'subsection (e).

PROCEDURES FOR REVIEW

Paragraph (2Y -of subsection teY -provides -for-procedures to be used in
cases of, Administrative .review of actions of the Secretary. Paragraph
(2) contains three sentences: the firsyP7ides for the submission of
applications for review to-the Educati Appeal Board; the second
requites that Board to designate a panel to review such an application;
and/the third specifies limitations on the membership of that panel.

The first sentence of paragraph (2) provides that any local educational
agency which desires to have administrative review of an action of the

'Secretary under section .3, 4, or 5 is to submit an application for
review of that action. Such application for review is to be submitted
to the Education Appeal Board established under section 451 of the
General Education Provision's Act.

The second sentence of paragraph (2) requires the Education Appeal Board
to designate a panel immediately upon receipt by that Board of an
application for review under the first sentence of paragraph (2). Such
panel is to be designated in accordance with the provisions of section
451 of the ,General Education Provisions Act to the extent that such
provisiOnS are not inconsistent with those of subsection (e).

Spch second sentence requires that a panel (designated thereunder is to
have three members and that the Education Appeal Board delegate its
functions with respect to the application in question to that panel.
The panel is to conduct the review for which the application is made
under expedited procedures and decide the case bn question.

The third sentence of paragraph (2) contains three clauses which govern
the membership of any-panel designated under the second sentence of
paragraph (2).

Clause (A) in such third sentence provides that no individual who i
the full-time employment of the Federal Government may be a member of
any such panel.

555
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Clause (B) in such third sentence provides that no individual employed
by a local educational agency eligible to receive an Impact Aid payment
may serve on any such panel.

Clause (C) in such third sentence provides that no resident of the State
in which the local educational agency making application for review may
serve on such panel.

APPLICATION FOR REVIEW

Paragraph (3) of subsection (e) provides for the time for submitting

applications for review. Paragraph (3) contains two sentences: the

first sets the time for application when notice of an action has been
received; and the second provides for applications when ino notice has
been received.

The first sentence of paragraph (3) requires that any local educational
agency which has received notice of an .action reviewable under subsec-
tion (e) and which desires to have such action so reviewed submit,
within 30 days after receipt of such notice, an application for review.

The second sentence of paragraph (3) provides that the Education Appeal
Board establish procedures for determining a reasonable time for an

action subject to review and for notice thereof. If, yithrespect to
any such action or notice, sufficient time has lapsed, under such
procedures, and a local educational agency submits an application for
review (even though it has not received notice of a reviewable action)
which alleges a failure to receive notice, such allegation is to be
deemed a notice of an action and that action is to be reviewable as if
such a notice had been received/by the local educational agency.

SCOPE OF REVIEW

Paragraph (4) of subsection provides that the Education' Appeal Board
is to have the authority to review and decide all matters of law and

--------faat-raised in an application for review. The decisions of the Board
are to be final with respect to both the Secretary and the applicant
unless, within 30 days after notice of a decision .has been received by
the.applicant, a petition for judicial review of any such decision has
been filed by either the applicant or the Secretary.

JUDICIAL REVIEW

Paragraph ) of subsection (e) provides for judicial review. Decisions

of the cation Appeal Board with respect to all matters of law and
. fact in an application for review are to be.subject to judicial review
under section 455 of the General Education Provisions Act.



-515-

ASSESSMENT OF COSTS

Paragraph (6) of subsection (e) provides for assessing the costs of
review and damages against the Secretary. If an applicant is the
prevailing party in any decision of the Education Appeal Board or of a
court, upon judicial review, that applicant's costs for the review and
any damages suffered by the applicant which were caused by the action
reviewed are to be assessed_ against the Secretary by the Board or the
court, as the case may be.

SECTION 6. -- EFFECTIVE DATE AND EFFECT ON EXISTING LAW

Section 6 of the bill provides that the bill is to be effective with
respect to fiscal years beginning after September 30, 1981, and with
respect to such fiscal years, the provisions of title I of Public Law
874, Eighty-first Congress are to have no effect, except that sections 6
and 7 of such title I are to continue in effect in accordance with the
terms of such sections.

The text of section 6 is as follows:

' ,Sec. 6. This Act shaZZ be effeciTve with respect cat years

beginning after September 30, 1981, amr-with respect to such fiscal.

years the provisions of title T of Public liaw 874, ighty-first Congress

sh411 have no effect, except that sections 6 and 7 thereof shall con-

inue to be effective in accordance with the terms of those sections.
rt

j
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DIX A

CHARTER

COMMISSION ON THE REVIEW OF TEE FEDERAL IMPACT AID PRCGRAM.

PURPOSE

APP -1

In recogni ion of the responsibility of the United States Government,
the Congre s has declared it be 'the policy to provide financial.assist-..

ance to th se local 'educational agencies whose school populatipn is
impacted by he presehce of Federal activities. Public Law 81-874, as
amended, charges the Commissioner .of Education to pays these local
educational agencies a ptescribed amount which is meant to compensate
them for the_financial burden placed upon them by reas6n of loss of tax
revenue Or provision' of educatioqal services to federally connected
children or, by sudden or substantial increase in school attendance as
the result of Federal activities. The-Education Amendments of 1978,
Public Law 95-561, require a review .and evaluation of the administration
and operation of the impact aid program under Public Lam 81-874, inplud-
ing the equity of the pres' t funding structure, the -relative benefit of
the program in view of it increasing_ooits and the limitationon
available funds, and the way in which these local educational agencies
can, best be assisted in meeting their educational needs. Discharge of
these *responsibilities requires .the establishment and advice of the
Commission on the Review of the FederaLI6pact Aid Program.

AUTEORITY

This Commission is established under Section .1015\Of Public Law 95-561,
the Education Amendments of 1978. It is governed by prOvisions ofTart
D of the General Education:Provisions Act (P.L.90 -247, as amended; 20
U.SP0.1233 et 223..) and the Federal Advisory Committee Act (P.L.92-463;
5 U.S.C. `Appendix I),whiah set forth standards for, the formation and use
of committees.

" -
FUNCTIONS

The Commission advises the Congress, the President, the Secretary of
Health, Education, and Welfare,. the Assistant Secretary for Education,
and the Commissioner of Education. The Commission shall review and

/ evaluate the administration and operation. of the impact aid program'
under the Act of September 30A 1950 (Public ;Jaw 874, Eighty-first
Congress) including:

1) the equity of the present furidingstructure unties ublic Law 874,
.

2) the relative benefit -of the assistan50 for impact aid under Public
Law 874 in view of the increasing costs of the program and the limita-
tion on the availability of funds, and

4

1



APP A-2 -
gut

34 the ways in which districts of loci]. educational agencie's which are/

Federally impacted caxbest be assisted in meeting their educational'
needs., f,

The Commission shall. closely coordinate its activitiehlith activities
of the Advisory Panel on FinincingElementary and Secondary Edudation
established under section 1203 of the Education Amendments, of 1978

(Public Law.05-561).

The Coimission shall'prepare and submit to the Preildent and to the
Congress no later than Bece it 1980, a .report on the review and
evaluation required by section 101 the Education Amendments of 1978,
together with such recommendations for legislation relating to the
authorization of the program and funding for the programr as 'the-Commis-1
sion deems appropriate.

STRUCTURE S.

16 Commission consists of ten gmmbers appointed by the PresIdent, one
of whom shall be designated by the President to chair the Commission.
Members shall include persons who are not fulltime employees of tyre

' Federal Government and who are knowledgeable about the problems of focal
-educational agencies in impacted areas, State and local, officials,
leading authorities in education and the social' sciences, and ,from the
general public. Members shall serve for terms not to exceed three Years
which in the case of initial members, shall be staggered.

The( Secretary of Health, Education, and Welfare shall assure that the
Department of Health, Education, and Welfare provide full support and
cooperation to the Commission.

The Commission iiNathaized to appoint, without. regard to the provi-
sions of title 5, United States Code, governing appointments in the
competitive service, or otherwise obtain the services of, such profes-
sional, technical, and clerical personnel as may bed necessary to enable
it to carry out its functions, as prescribed by law.

The Commission authorized to create such subcommittees, composed of
is parent membership, 'as necessary to enable the Commission to carry
out its functions. The Commission shall noti4 the Office of Education
Committee Management Officer upon such establishment or' modifications of
subcommittees, providing information on name, membership, functions and
estimated frequency of meetings.

.

Provision of administrative serv?ces shall be the responsibility of the
Executive Deputy CommIssioner of.Education'for Resources ,and Operations.

al

0

The Directbr, Division of School Assistance in'Federally Affected Areas,
shall the Office of Education Program Delegate to the ComM1s7
sion.

a
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MEETINGS
_-

4
The Commission shall meet' at the call of'the Chair, but 'not less than

- ,_two times each ye&r. Subcommittees
r

shall not meetexcept with the)

approvaliof the Commission Chaii.

Meetings are oien to the public except as
Commissioner. Adequate palip notificatio
each Commission meeting.

determined otherwise by the
V11:be given in advance of

Meetings are conducted, and records of proceedings kept,
applicable laws and Department regulations.

COMPENSATION

as required by

Meibers who are not fulltime Federal employees are paid at the rati.e of
$100 per day, plus per diem and travel expenses in accordance with

`ti Federal Traveir Regulations.

- ANNUAL COST ESTIMATE
4 e

Estimatedannual cost for operating the Commission, including coderoa-aAlia
- tion and travel expenses for the members but excluding staff support; is 711.

$568,200. Estimated andt3a1 person-years-of staff suppoit required is
3.5, at an estimated annual cost of $135,000.

r 1

REPORTS

The Commissionr'in conjunction with the report required in .tle function
section of this charter, shall make an annual report of its activities,
finding and recommendations A9 the Congress not later ,than Marth 31 of
each year, which Shall beubmitte:d with the Commissioner's annual
report: Thilireport shall contain, as a ainimum, a list ofmembhTs and
their business addresses, the dates and place's of meetings, the emo-
tion of the Commission, and a summary of the Commission's activities,
and recommendations made during the year.

Copies of all' Commission reports shall be provided to the Department and
'Office of Education Committee Management Officers and to the Office it
Education Program Delegate to the Commission.

DURATION

Subject to section 448(6) of the General Education Provisions Act, the
Commission shall terminate one month following submission of the repgtt
required by section 1015 of the Education Amendments of 1978 (Publi9/ihw
95-561). This charter shall expire two years ft date of signature or
whenever the Commission terminates, whichever, is ooner.

.

0
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SPECIAL REPORT
OP THE

COMMISSION ON THE REVIEW
017 TEE'

FEDERWIMPACT AID PROGRAM

The Commission on the Review of de .Federal Impact Aid Program, estab-,
fished under section 1015 of the Educatidt Amendments of 1978 (Public
Law 95-561) held' a scheduled butiness meeting on-July 17, 1980, and
hereby siibmits to the "President and the Congress a special report. The
purpose of this.specill 'repoivt is to request from the Congress the
authority to submit to the President and the Congress at leatt one and
not more than three reports supplemental to itsIipal Eepbrt whic% is to
be submieted'not later than'December $, 1980.

On April 29, 1980, this iltsionsubmitted an Interim Report,4adopted

.000#
on April 22, 1980, whic was followed by Supplemental Documentation on
May 6, 1980. The Interim Report, together with its Supplemental Ddtumen-,
tation, was submitted as the result of congressional requests regarang
the continuation, of,'andfunding fort the Impact Aid Program, which to
authorized by Public Law 874, Eighty-first Congress.

-Chaptdr II of the Supplemental Documentation reported Mon the uniqueness
of having an education prOgram evaluated by a multi-member^ presiden-
tially, appointed Commission, using a staff of Government employees and
'using regular procurement and contracting procedures. Th4 Chapter also
contained information regarding some OCthe difficulties which naturally
arise when those procedures arenot adapted to meet the needs of a
time-limited study, having a very narrow and definite purpose.

The inability to adapt procurement, personnel, and contracting proce-
dures to meet the needs of this Commission das caused sufficient delay
in the conduct of three very important. areas of study respecting the
Impact Aid Program:

(1) prov itns of Public ,Law 874, Eighty-first Con4sess
49. relating to the on of children residing pn Indian lands;

(2) the relationship = een payments under that program and programs
jebtate aid for public education;tand

(3) those provisions of that law which proVide for payments to local
educational agencies with respect to children who live in low-rent
public housing.

Each of these areas is complex and needed the expertise of highly
qualified persons to study them. It had been the intention of the
Commission, unde' its llan of Study, adopted December' 14, 1979, that
each of these qudies either be the subject of a special contract or be
dealt with `by 6cperts capable of handling the complex issues inherent in
them.

590
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Each of these studies was delayed
them was almost impossible (normally
about six months) or because, normpl

Aft,
at rates sufficient to empl y the

APP B-2

Several months because contrac ng

the contract approval, process to s

rules would not permit compensation
persons qualified to do- the work.

The Commission has studied these areas and expects that it will be able
tseeport on them; howe'Ve4 tie quality of the study has not been equal
to that' to which otherNeas of the program have been subjected or, to
that which the Commission expects of itself. In the time remaining it
is unlikely that the complexities of these issues can be dealt with in
the manner consistent with the standards set by the Co:mission regarding
the quality and depth of the study.

THE COMMISSION'S ECONOMIC IMPACT STUI5Y -

In addition, the 4tmmissign his been conducting an in-depth study of the
economic effect of Federal activities on the fiscal ability of local
educational agencies t o o pecate their schools. In order to conduct this
study the Commission is using an'economic impact study to measure the
Npal impact`-of Federal facilities-on school districts. The goal of
the study is to deteriine whether a Federal presbnce in a community,
confers a burden, or a benefit on the .finances of a school distiict.
This study represents-the firit comprehensive attempt to evaluate
whether districtErreceiving Impact Aid receive a net economic benefit or
burden from the presence of the Federal Government in their community.

SPro complementary studies are being conducted.
A
The focus of both has

been 5,wschoel districts with military, bases. The first usea.a Case-
study approach to .examine, as intensively as' possible, seven-districts
peavily, impacted by military/installations. It requkres7"site visits to
gather information from dystrie, city, and county officials and to
obtain the most precise, site-specific data available.

The second tudy covers a more extensive sample seVera1hundred dis-
tricts. F1 relies on more general and accessible data compiled in or
transferred to the ftpartment of Education.computer to ghin an overview
of the impact of Federal 'activities. Results froth/ the two studies
should capture, as deeply and as broadly id,- possible, the economic
impact of Federal facilities on school district finances.%

This is the first study of its kind ever attempted. The Battelle
Institute report on Impact Aid .to the Office of Education and to Con-
gress in 1969 determined that such.a study would be *Impossible* because
of data limitations, citing two problems in particular:. the speculative
nature of trying to 'determine how the site' would have been used if
the Federal facility were not there and the limited availability -of
school district data:

The National'Planning Association proposal to the Office of Education in
1975 recommended that a study be undertaken, but suggested that calcula-
tions be done for, communities, not school districts. The Commission
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has, determined that an economic impact study is essential to a review of
th Federal Impact Aid .Program. The study should evaluate school
districts if it is to reach results with policy application. The
Commission has analyzed the limitations of such a study and considers it
has Tormulated a workable approach, even though it is prepared to admit
that it is impossible to determine. with precision such matters as how
Nch property tax revenufe would have been generated and how many °pupils
tAxe would have bee9. The Commission has chosen to settle for data
that is less than ideal rather thah discard the-entire study. In
the case approach, the staff of the Commission has been asking local
planners and land-usk experts toLmake their best possible projections of
how the site would have been used, taking into account the topography oil,
the site itself, the dvelopment of the region, ..and local needs in
.making .their projections. For the aggregate study, it would be assumed
thatthe site would have develOped in a way consistent with the develop-
ment of the rest op the county. Using county data on land use, those
county-wide patterns, can be extrapolated to the site itself;

- ,

Even though data such as pop9lation, employment, and income-are compiled
at the county -rather thinthe school diatrict'level, reasonably good
estimates can be obtained. By relying on adaptive techniques, it has
been found that data gaps can be circumvented,. arriving at meaningful
approximations.

4

* Time Required Ito Complete the EconoMic act Study

be Commission staff lies made wo sets of estimates of the time required,
to complete the economic impact study: one for the completion of the
study of military impacted districts, the other if the study were
expanded to include all impacted districts. The basis for the projec-
tion of the time required for each case study is based on experience in
working through the computation, analysis, and writing of two case
studies. Time,,tiojeCtions for the aggregate study are based on tele-
Ohone-conversitions with technical person'hel at the Department of

Educationand at the five F4.41-41 agencies from which the Commission
staff is seeking data.

The time necessary teCOgplete the study of military impacted districts
will be 36 weeksi.or almost 26 weeks more than remains. -If the study
were to be extended to all types of impacted districts, the study would -

require 77 weeks in all, or about 67 more than are now available. This
assumes that the Commission should study six districts impacted bye
non-olilitary acti?itiee, including those adjacent to non-military
Federp -lands and °those, serving children residing on Indian lands,
children residing in low-rent public housing, undocumented aliens, and

*refugee children.

The time remaining in which to conduct the study extends from about
June 1 to September . Since-tfiemiddle of, February, the two analysts
associated with the .study have made seven site visits to districts

ti
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heavily impacted- by militaiy bases. The gathering and analysis of data
associated with these visits have taken up the bulk of their time. They
have also been involved in formulating the framewo4k of the two studies
and reporting to the Commission and ko Congress about the study.
Preliminary analysis of two districts has been completed.

Al,,]. work for the final Commission report under existing law should be
completed by early September in order to meet the,deadline for the final
draft to be completed.

The time required to complete the study far exceeds the time that
remains: experience from analyzing data for two case studies has
shown that a_joint staff effort will enable a case study to be completed.
in about 4.5 weeks. TheVisit itself takes a small portion of that
period; thehulk is needed for the laborious, paingfiking computations
necessary to capture with the most precision poAsible the impact of the
ifacility on the district. Another week is required to analyze and write
up these results, and a final week is needed to type and edit the
seemingly endless series of numbers and computations. With five case.
studies remaining, anetwo partially completed, about 24 weeks would be
required to complete the case study approach of military impacted
districts. The study of impacted districts would require an addi-
tional half, week per study for the site visits that have already.
been completed.

Preparation. for the Aggregate-Study

Preparation for the aggregate, computer-based study has already begun. .

All the education-related data has been gathered, organized, and key-
punched into the Depattment of Education computers. This includes data
on such items as property' tax revenues, education costs, and number
of pupils for 1500 school distri data will enable the computa-
tion of the costs impoSed ;by ehe ediral facility.,

In order to determine adequately the benefits of the facility, the
Commission needs data from five Federal agencies outside the Department
of Educationvincluding the GeneralServices'Administration, Department
of Defense,_ Bureau of Economic Analysis at the Department of Commerce;
the Census aureau,' and the Internal Revenue Service. Only these agen-
cieS caftrovide sucledtta as incomes of federally- connected employees,
number of civp.ian employees, and consumption patterns necessary to
compute thf.positivtefEect on district revenues of Federal facilities.

Obtaihing Wed applying data from these five agencies will be a time-
consuming task requiring, in sym, up to one month. The initial problem
is simply gaining access whibh, agencies told the Commission staff,
should take about.one week. The major problem then becomes adapting and
transferring data from one agency's computer to that of the Department
of Education. This requires a detailed examination of the data avail-

/ able and How it matches requirements.

YD.



4

4'

APP B-5

unle'ss the Federal agency has the same identification code_ as the
Department-of Education, the desired data to be adapted to fit the
Education Department code. The.agericies contacted do not have the same_
,identificatiOn code.

ft

Once thp transfer has occurred and the Education. Department- computer has
generated results, the 200'districts are to be analyzed. The Comdission
will be be looking for*relationships between key'characteristis. associ-.

ated with bases and the net burden imposed by the facility. It will try
to determine tke magnitude and'the significance of relationships between
the net Federal burden and variable's such as number of 'RA" aid "B"
pupils, base lodatioi), the number and type of base employees,. and
on-base sales. This will require that the 200 districts be grouped
according to these characteristics, and that regressions be run to
djermine the relationrhip_between the different variables and" Federal
impact.

Finally, during the course of the Commission's hearings, many witnesses
raised questiOns about, and'offered evidence on, types of Federal.
activities and policies not heretofore considered for compensation under
the Impact Aid 14ogram.- Among these were the costs of ObmPlying with
Federal laws and regulations and the#costs of providing educational
services for refugee children and the children of undocumented aliens.
The Commission had not adequately prepared for the study of these
questions but has determined that they are so substantial that recommen-
dations on them are merited. At this time, were .the Commission to
expend the resources necessary to do these questions justice, the
central part of to study of the Impact Aid Program would suffer.,

,For the aboye stated,geasons, the CoMmissionettinds that reports supple-
mental to its Final Report should be* pie-Oared and subiitted and recom-
mends that the followifig legislative proposal be -enacted to authorize
such reports.

Be it enacted by the Senate andthe House of Representatives of the
',UnieW States of Ametica in Congress assembled, That (a) the Commission
on the Review of the Federal Impact Aid Programs, established under
section 1015 of .the Education Amendments of 1978 (Public Law 95-561),
shall be continued for the purpose of enabling such Commission to
prepare and submit to the President and the Congress not more than.tgree
repori% supplemental to its final report required under the'pjovisions
of tsuch section 1015: The first of such reports shallhs submitted no
later than July 1,'1981; and the last therdbf shall be submitted ono
later than 18'0 days after the submission of the first thepot. Such,

supplemental reports shall include such information and recommendations
as such Comilssion determines to be appropriate and shall at leigt
'include reports on studies df 7-

(1) ,.the economic benefits and burdens on local educational
agendies resulting from activities taking place on FederAl property;

594
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(2) the operation of the programs aUtkorized by Public Law
874, Eighty -first Congress, with respect to lchildren residing on
Zdian lands;,

(3) the relationship between such programs and State programs
of payments to local edurionaliagencies, including equalization
plans;

(4) payments- to such agencies for the education'of children
residing in low-rent public housing; and

'(5) the costs to such agencies of complying with Federal
laws and regulations and of serving children who are in attendance
at theirschools by,reason oC Federal policies.

(b) All Ads designated, allocated ror othe ;wise a ailable (or to
be available) to the Commission for its operating e ses shall, not-
withstanding any other provision of law, be made vailable to such
Commission, and remain available to' such Commis'si'on for such purpose

'untrtio , with respect t the fiscal year ending September 30, 1981, the
expendedi without regard for fiscal year limitations. In addi-

tl

S eery of Education shall, notwith a ing y such provision of,
law makel available to such Commission, frp y funds appropriated to
the partment of Education, such funds as may be necessary to enable
the Commission to-maintain its level of operatiOns, except that the
total amount, so available for any month shall not exceed 110 percentum
of the average milfhthly amount available for expenditure by theCommis-
sion during the fiscal year ending September 30, 1980.

(c) In exercising its authority to appoint and compensate necessary.
staff under parf'D of the General, Education Provisions Act, such Commis-

) sion shall .40e such authority without regard for the provisions of
Chapter 51 and Subthapter III of Chapter 53 of TitleA, United States
Code, regarding the classification of positions andthe qpalffication of
persona to fill such positions. 'Upon the expiration of the Commission
all persons'employed by the Commission for a period in excess of one
year shall be considered as having held permanent positions in. the

Government service for the period of theirlemployment by the Commission,

(d) The terms of office of the members of such Commission shalt,
be coterminous with the duration of the COmmission and the numbei of
such members shall be equal 'to the number who are in office at any time,
except that such number shall not exce4h the number Specified io such
section 1015. A quorum of the Commission shill be equal to a majoiity
of'the members of the Commission whp have/qualified.

(e) Subsection (a) of this section shall beleffective upon: the
-submission to the Congress of a Special Report of such Commission
requesting the authority provided therein.

4'N
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CHARTER

(OAMISSIC5N ON THE REVIEW OF THE FEDERAL IMPACT AID PROGRAM

PURPOSE c

In recognition of the responsibility of the United States Government,
the Congress bas declared it be the'policy to provide financial assist;
ance to those, local educational agencies whose school 'population is
impacted'by the presence of Federal activities. Public Law 874, Eighty-
first Congress, charges the Commissioner of Education to pay these local
educational agencies a prescribed amount which is meant to compensate
them for the financial burden placed upon them by reason of loss of mi
revenue he provision of educational jervices to federally connected
children or by sudden or substantial increase in school attendance as
the result of Federal activities. The Education Amendments of -1978,
Public Law 95-561, require a.review and evaluation of the administration
and operation of the Impact Aid Program under ublic Law 874, includ-
ing the equity lof the present funding structure, the relative benefit of
the program in view of it increasing costs and the limitation on

t
available funds, and the way in which these local educational agtAcies
can best be assisted in meet ng their educational needs. Discharge of
these responsibilities requires the establishment and advice of the
Commission on the Review of the Federal Impact Aid Program.

AUTHORITY

This Commission is established under sectickn 1015
the Education Amendments of 1978. It is g verned
D of the General Education Provisions Act to

A provisions are not inconsistent with such section
0

FUNCTION

The fission is required to review and evaluate the administratfoy and
operation of the Impact Aid Program under the Act of September 30, 1950
(Public Law 874, Eighty-first congress, including:

of Public Law 95-561,
by ,provisions of Part
the extent that such
1015.

4
1) the equity of the present funding structure under public Law 874,

2) the relative benefit of the assistance for Impact, Aid under Public
La4 874 in. view of the increasing costs of the program and the
tion on the availability of funds, and

3) the ways in which districts of local educational agencies which are+
Federally impacted can best be assistedOn meeting their educational
heeds.

The Commission is to. coordinate closely its activities with activities
of the Advisory Panel on Financing Elementary and Secondary Education
established' under section 1203 of 'the Education Amendments of 1978
(Public Law 95-561) .
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The Commission is to prep re and submit to the'President and to the
Congress no later than Se ember 1, 1981, a report on the review and
evaluation required by secti n '1015 of the EducatApn Amendments of 1978,
together with such recomme dations far legislation relating to the
authorization of the program and funding for,theAlrogram, as the Commis:-
sion deems appropriate.

0,

STRUCTURE
4

The Commitsion consists of ten members appointed by 'the President, one
of whom is designated by the President to chair the Commission. Members
[delude persons who are notfialTiaWF0f-the Federal Government
and who are knowledgeable 'tbout the problems of local educational
agencies in impacted areas, State and\local officials, leading authori-
ties in education and the, social sciences, and from the general public:

The ,Scretary of Education is to assure that the Department ofEducatiOn
provide full support and cooperation toi_the Commission. .The Secretary'
of Education is to make available tNthe Commission, from funds appro-
priated to the-Department of Education, such funds as may be necessary'
tp enable the Commision to maintain its level of operations, except
tnat the total amount so available for any month/bay not exceed 110 per
centum of the average monthly amount available for expenditure by the
Commission during the fiscal year 1980.

The Commission is authorized (1) to appoint, *Withovt regard to the
provisions of title 5, United States Code, governing appointments in the
competitive service, or otherwise obtain the seffices of, such profes-,
sional, technical, pnd.olerical personnel as may be necessary to enable
it to carry out its functions, as prescribed by law, and (2) to compen-
sate the persons, the services of whom pre s6 obtained, at such rates as
the Commission determines, necessary to emble it to accomplish its
purposes. The terms of office of the members of the Commission are
coterminous with the duration of the Commission and the number of such
members shall be equal to-the number who are in office at any time. A
quorum of the Commission is equal to a majority of the member$ of the
Commission who have qualified.

MEETINGS

Unless otherwise determined by the Commission, the Commission is to meet
at the call of the Chair, but not less than two times each year.

0

Meetings are to be open itottee public. Adequate public notifttation
will be given in advance of each Commissionsmeting.

Meetings are conicted, and records of prPceeding kept, as requiZed by
applicable laws.

Q .1
(J kj .
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?..iCrtfcb ,5.7enczte
COMK117Cc ON Ar1'nornia'ner40

WASHINGTON. D.C. 20510

March 31, 19801('

14r. Harold Rogers`, Jr.
Chair an, Commission on the Review
of the Impact Aid Program

1832 M,Street, N.W., Suite 837 -

Washi gtOnf D. C. 20036

.

r-

Dear Mr. Rogers :.

Once again, the President's.budgel: request for the
ImpaCt Aid program proposes large reductions in funds. The
purposp of this letter is'to ask you and the members of your'
Commission for some assistance.

It would be most helpful if the Impact Aid Commission
could provide us with a brief interim report of what the
Commission has accomplished and learned to date.. Specifically,
the Appropriations.Committee useka recommendation on .

funding priorities for the progt,am in fiscal 1'981. In
towords, given the liinited funds we will "ve available to appro-

("- priate for Impact Aid, what items in th program should have the
highest priority for funding?

With the further- reductions the revised budget proposes
fo Impact Aid, it will be difficult to even equal the fiscal
1980 appropriation. Any specifiL recommendations or ideas you
can provide on. the maintenance and operation or construction
portions of the, Impact Aid program wilifbe appreciated. Since
we are working on a tight time schedule, we need your report
and recommendations by May 1, 1980.

The Cohmis io ha,s a difficult task, ahead of it. I want
you to kni?w that I supppart your efforts and want youll(be
involved ln advising the, Committee on possible ways to 4und mpact
Aid in' fiscal 1981. .

report.

1

WGM /fl t

ank you for your assistance. Welook forward, -o your

Sincerely,

WAREN G. MJ XNUSOW, Chairman
Nrik, Labor-HE W.Appropriations

Subcompittec
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HOUSE OF REPRESENTRTIVES
COMMITTEE ON EDUCATIO.R.AND LABOR1

SUBCOWITTEE ON ELEMENTARY, SECONDARY,
AND VOCATIONAL EDUCATION

13-34:4 RAYBURN HOUSE OFFICE BUILDING

WASHINGTON, D.C. 20515

April 1, 1980

Mr. Harold E. Rogers, Jr.
Chairman
Commission on the Review of the
Federaltpact Aid PrograM

1832 M Street, N.W. - Suite' 837
Washington, D,C. 200,36

Dear Mr. Rolprs:

As you are.well,aware,"the Administratidn has sent
tp the Congress a.proposal that would represent Lmajor
policy shift from the currently alithorized'impact aid pro-
gram. This proposal will bebonsidered by the Congress in
the next several months. As the Chairman of.the House d-
ucation and Labor Committee, I am concerned that any eci-
sion that Congress makes regarding impact aid be base on
an appropriate factual discussion of the program.

It4is my understanding that your Commission is not
plaay.ng to issue its final report until December. I am
informed that the Commission has conducted he4rings in
Washington, D.C., Settle, Denver and Chicago and has heard
from hundreds of witnesses. While I realize the Commission's
work is far from complete,'1 believe that the information'
gathered thus far would be extremely helpful tp congressional
decision making. Accordingly, I am requesting that the Com-
mission consider issuing a preliminary report that would sum-
marize the evidence gathered arid submit to the Congress the
Commission's preliminary recommendations concetning continua-
tion of the impact aid program.
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. .A;timely response from4the.Commission will greatly

aid the Congress as it respondsto the Administration proposaL

1 trust that your COmmission will expeditiously .onsi'der this

request tor a preliminary report:

z<7

CDP:jp

Sit).derely:

/- / /

r D. Perkins
Chairman

p.

r.
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1

INTERIM REPORT
' OP THE
COMMISSION

, A
ON THE

REVIHA OF TEE FEDERAL IMPACT AID PROGRAM

(tobe followed by Supplemental 6Ocumentation)

4
The Cotkission on the. Review of the Federal Impact Aid Program wag
established in accordance with section 1015 of the Education Amendments
of 1974 and given the,mandate that it 'review and evaluate the operation'
and administration of the Impact Aid Program, authoz.lzed by.Public Law
874,.Eighty -first Congress.

The Impact Aid Program was established in '1950 and payments were made
through that program to local educational agencies,for fiscal year 1951
and each fiscal-year thereafter. Tkiese payments amounted to $28 million
in 1951 and have grown to approximately $780 million in fiscal year
1980.

The payments are made tojthos9 local educational agencies,which, Under'
the law, are so affected by Federal activities as'to have had a burden
placed on them thereby which:merits compensation., Two kinds of burden
have been recognized bEbhe law:- (1) a revenue burden arisillq from the
fact that Federal property in the school districts of 9uch agencieis
not subject to real property taxes, and (2) a service burden arising
from the fact that those agencieseeprOvide educationaleiervices for
federally-connected children without having a tax base, with respect to
those children, adequate to provide them with these services.

The Commission has ten members, appointed by the President on August 15,
1979,. and has begun to carry out its charge under a Plan of Study
adopted December 14, 1979. Under the Plan of Study, the CommiPsion is
gathering 4vidence on,the operation of the program until,the end of May;
198U; and, during the succeeding four months, it is to develop recom-
mendations based on that evidence. The remainder -of the time is to be
used fox writing and approiing a final report.

Evidence is to be gathered both through public hearings at which all
interested parties are,to be given artiopPortunity to present views'and
through in-house research by the staff of the Commission. The research
staff supports the hearing proceds by prOviding necessary information to
the Commissioners to preparation therefor and conducts research.An
subject matter areas which do not easily lend themselves to examination
and analysiin the hearing process.

' At this time, the hearings are almost half completed and the staff
research is almost one-third through its "schedule: Thus far the re-,
search has three central areas of study: school finance, economics, and

6()2
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$
the education need s' of federally- connected children. Eachil,,of these
areas is' based on intensive legs research on the background of the
Impact Aid Program and the issue which gave rise to its creation and
continuation during the past 30 years.

Thus far, the school finance study has conc entrated on an examination of
the manner in which, public schools were financed at 'the time when Public
Law 874 was first enacted, trends in school finance since that Ulm, the
current -issues affecting the cost of operating schools, and, inthat-
context, the costs resulting from federal activities and policies. The
underlying issue' for the school finance study is. concerning 'the rela-
tionship between real property taxes and the revenues necessary for the
operation of public schools and the effect of Federal ownership and use
of land, including the obligations inherent therein.

The reason most frequently advanced for reducing the amounts paid, to
local educational, agencies is that the economic benefits to be derived
from Federal expenditures in conjunctionyith its activities compensate,
to some extent, for the burdens arising It= those activities. No hard
data was to be had on net economic benefits; and, therefor, the staff
has been developing an economic impact model which, at this stage, is.
being, used to measure, as objectively as possible, the net economic
burden or benefit of Federal activities on locitl educational. agencies.
At'this time the model is being tested on a case study basis, with
tests having been almost completed on two cases and being conducci on
three additional cases. If it appears from these test cases that the
'model is usable on any consistent basis, it is expected that, within the
time constraints and resources at hand, it can be adapted fOr wider use,
involving more edit disticts.

The legal research conducted by the staff has, during its early stages,
0 concentrated. on the original premises upon which Public Law 874 was

based and on the legal and historical background for those premises. It
is clear that Public Law 874 was" enacted in order to mitiga6 against
the. detrimental 'effects of the Federal Government's owning and using
tax-exempt real property on local educational agencies which under the
pattern of school finance laws of the States relied heavily upon taxa-
tion of teal ViibpertY for their revenues. These premises were not, and
are notil` based nearly so much on education as'on the question of whether
the Federal Government can, in carrying out its necessary and proper

%functions, inhibit the States and theirsubdi/isioy in carrying out
their functions'under the federal system devised by the framersarthe
Constitution. A

With less than half of the evidence gathered and'analysis still in thew
theoretical stage, the CoMmission is. unable to make any definitive
findings or recommendations. However, current proposals regarding
funding for the Impact Aid Progr for the coming fiscal year have
raise; preAaturely, a question especting the continuation of the
program as it has been known. The evidencetsupporting those proposals
has been examined by the Commission.

.
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The Commission has, at this time, completed only half of its evidence
gathering task; no final judgments can be made regarding recommendations
for changing existing law based on the evidence gathered to date. The.
Commission, through the hearing process and staff research,-has gathered
sufficient evaance_to formulate general policies which can be the basis
for the development of those recommendations.

CI .
,

A. VALIDITY OF THE UNDERLYING PREMISES OF THE PR86AM
A

At this point, the evidence makes cleat that many of the problems Public
Law 874 was Originally enacted to address'still exist today. The
Federal Government still owns Alp areas of land and uses that land as
places of residence for children in attendance in public schOeJ..& and as
places of employment for their parents.' School districts still rely on
property tax revenues to support their operations. Federal ownership
and use of land thus continue to deprive local educational agencies of
substantial amounts of revenues while placing ,children in their schools
without adequate Compensatio for the cost.

While some 'school. district today rely less heavily on local real
property taxation and whiff; there has been yme increase in thi percent-
age of fuRds for publtb7,_education that e from State sources, these!,
changes in the pattern of financirig public schools that have occurred.
since 1950 are not great enough to justify discontinuing the Impact Aid
Program in the foreseeable future. They are significant enough, how-
ever, to merit adjustments in the program with_respect to the method by
which the amounts of payments are computed. These adjustments are more
in line with determininga more accurate estimation of_aCtual burden-
than with Taking any major 'changes in the underlying policies of the
program, howe'er.

Specifically, local eddcational agencies which rely upon real property
taxes for revenues to support the operation of their schools continue to _

derive those'revenues from taxation. of residential property and commer-
cial property; both are major factors in the tax base. So long as the
Federal Government owns and uses land as -places of residence and
place's of employment,. it should carry a respionsibility similar to that
of a private land'owner

The Commission-finds, as of this time, that the evidende thus
0

far before
the Commission --

(1) shows little, if any, dispute respecting the Federal obligation to
assist in paying for the local share of the cost of educating children
who both reside on, and live with a'parent,employed on, Federal
property; and.

(2) shows with respect to the, education of children who either live in
lori-rent public housing; or li;n -with a parent employed on Federal
property, there is no basis to justify a policy distinction'between
(1) and (2) at this time.
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BLATATE AND LOCAL LAWS

Witnesses representing the Administration contended that the economic
benefits resulting from Federal activities are sufficient to compensate
lodal educational agencies for a major part of any burden placed upon
those agencies.by the Federal Government. The Commission is giving this
contention substantial consideration, questioning witnesses on economic
impact issues, and tentatively finds:-

(1) that if there are net economic benefits to the affected locali-
ties, the revenues from those benefits are primarily, in the form of
income and sales taxes imposed and used by State government and local
units of general government, rather than by local educational
agencies;

(2) that those revenues can only become avaiable to local educational
agencies Ahrough,aubstantial changes in State lasts -Which would affect
fiscal independence of those agencies;

(3) that Federal policy should be neutral with respect to'the rel
tionship between the States ancletheir subdivisions and with respec
fiscal independence of local educational agencies; and

(4) that the policy in' favor of treating the Federal Governme t, to
the extent practicable as a private owner is sound and sho ld be
continued.

C. SCOPE OF THE STUDY

The evidence before the Commission which Mould support major reductions
in 'the Impact Aid Program is based on,a contention Wit the Federal
Government must reduce expenditures generally and that among Federal
priorities-Impact Aid is of less importance than other items in the
Federal budget. This contention does not speak to the merits of 'die
program on its own terms but to the program's relative merits when
measured against other writorioUsOFederel activities. The Commission
finds:'

(1) that budgetary considerations are political questions which change
`from year to year, based on many factors beyond the scope of this
review and evaluation of the Imp ct Aid Programs

(2) the degree to which Federal activities constitute a burde6 on
local educational agencies is,relativelTconstant over' the years and

.'can be determined based upon factOrs within the scope of this review
and'evaluation;

(3) that budgetary considerations are not relevant to 'determining the
magnitude-of buzdenplaced upon local educational agencies;

(4) that budgetary considerationsif they are to be a factor in the
amounts paid to local educational a encies, should bear on determining
the overall levels of appropriations for the.program, and
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°

(5) that,l.f 'those levels; of appropriations are insufficient to
compensate Jogai educational agencies for the burdens placed upon
them, the funds appropriated for the program should be allocated
within the program on the basis of priorities which take into consid-4
eration thmagnitude of the types of such burdens.

D.. SUBJECTS OF RECOMMENDATIONS

The Plan of Study adopted by this Commission included as a means for
developing recommendations a series of special studies designed to focus
upon the issue* about which recommendatiOns would be appropriate. The
evidence to the Commis " tothus far appears to justify a dedision t
make recommendation* on a number of issues. The Commission finds that
recommendations should be made in the final report regarding the follow-
inging issues:

(1) The ,finds of ownership and use of land by-the Federal Govern-'-
ment which warrant consideration in an Impact Aid program, includ-
ing, but not 'limited to, Indian lands, low-rent public housing,
post offices, and leasehold interests; 'A

(2) The criteria, if any, which school districts should satisfy to
be eligible for Impact Aid;

(3) Whether in-lieu of taxes payments fram'Other agencie should
be taken into consideratiOn in determining the amount of I ct Aid
payments;

(4) Compensation for the .increased costs caused by sudden and
substantial enrollments resulting fUom Federal activities;

N*41\1.

.

(5) hether the present, provisions for including children of Cuban
'refu ees should be expanded to iftclude Indochinese refugees

d ildren bf undocumented aliens;

c1.6) Whetheivccal educational agencies shou,).d be compensated' for
° the costs they;incur in complying with Federal laws and regulations;

(7) The method of calculating the amounts to which local educa-
tional agencies are entitled;

(8) The obligation of the 2ederal Government with respect to the
education of federally-connected children; .

(9) State treatment of Impact Aid payments in their programs of
paymentsloAP local educational agenbies, including equalization
plans;

(10) The treatment of 'federally- operated schoold for military
dependents; and '

(11) Priorities in allocating funds when appropriations are insuf-
ficient to satisfy all entitlements.

r.i
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B. CONTINUATION OF 1;11)3 PROGRAM

Subsequent to the establishment of this Commission, the Administration =
submitte0 to the Congress a budget request which ;mid, were it adopted
by the Congress, result An a substantial reduction in the level of
appropriations &Jr the Impact Aid Peogiam for fiscal year 1981 from
those of fiscal year 1980 and preceding fiscal years. This request has
been a major subject of concern during the Commission's hearings.

This situation began with_ the-first witnesses at the Commission's
first hearing when the Admini'stration's representatives testified in
favor of its budget request. The 'situation has continued to the point,
that many people who testified expressed concern about the continuation
of the program even while the Commission is conducting its study.

It' as in this context that the Commidsioh was requested to submit to
the Congress amjnterim or preliminary report and to make a recommenda-
tion concerning funding continuation of the program.

The Commission finds:
N.,

(1) that the hearings have revealed that any major reduction in the
level of appropriations for Public Law 174 will cause serious disrup-
tions in the operation of many schools and, in the case of the more
heavily impacted districts, school closings;

(2) that there re local educational agencies (such as thosevulth
school districts wholly within.the boundaries of militaelt-ihatalla-
tions) which have limited or no local tax base and,tiiif6re,:
extremely or entirely dependent, upon Impact Aid. tayments for .their
operation and for which payment of less EhanAhe full amounts to

*- which they are entitled under, existing law threatens their ability to
continue operations;

(3) that any such reduction would so change:.01e program as to defeat
the value of the final report of this Commission;

(4) that on .the basit of evidence about:such factors as mobilityp
students, the disproportionate number orchildren in need of spec
.serving, the sudden fluctuation in entollments, and th0 competition
with 1private industry before the Commission there is justification
for continuation of the program with'soMerefinements; and

(5) that the basic premises of the original program-have validity
today and will continue to have that Validity until there is a major,
change in the structure of financing public education.

6
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APPENDIX G:

TEE ECONOMIC 4IMPACT MODEL

The economic impact model aleasures the impact of the base and of alter-
native site use on the expenditures and revenues of e ocal,education-
al agency. The model determine the net impact!, of the ba e by comparing
the burden or benefit to the agency of the base itself with the burden
or benefit of alternative use. Another way of performing the same
calculation is to compare the difference between the expenditures
imposediby the base and alternative use with the difference bteen the
revenues contributed by the base and alternative use.

The computation is performed in the following. way:

Burden m (Expenditures, Base - Revenues, Base)
- (Expenditures, Alternative Use - Revenues, Alternative goe)

The same calculation can also be structured as follows:
fu.

Burden m (Expenditpres, Base - Expenditures, Alternative Use)
- (Revenues, Base venues, Alternative Use)

A I

The economic-impact model is tructured around a series of operations
designed to capt e-the fiscal act of a military base on an agency.
These arithmetic rations estimate the magnitude of various aspects of
the beset's imps t.- They rely on an assortment of data that is as

as pose le.

/The model was apted differently in each case study, because,the econom-
ic activity of each area was distinctive.and the quality of data varied.
The operations and data applied to each study, consequently,, were
slightly different.

These operations and their various applications are described below.
This description is followed by an illustration of the model that is
presented in the same sequence as the description. The variables in
each operation and the operations themselves are shown ,using sample
data; the source of each figure used by the study is listed alongside
the operation. A,discussion of -- actual data used by the study is
presented in the footnotes that accompany the model. These footnotes
explain how the data,fpr each. case study was obtained, updated, and
adapted to fit the area&f econ ?ic activity. 1

A ummary of the Model

Expenditures under current use are determined by multiplying -the number
of pupils in a school' district is the result of a Federal activity by
the .average' 2upil expewliture.
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The number of children in a district as the iesylt of a Federal activity,
is equal to the sum of the number of children of persons employed on thee
base and the number of childrep.onmployees whose jobs were induced by
the spending of 'base employees and their families. The number of
induced employees is determined/from the use of a employment tultiplier
that calculates the non-Federal employment in a c Unity resulting from
spending by families of base 'employees.

The per-pupil expenditure for a local educational agency is determined
on the basis of average per-pupil expenditures in the State in which the
agency is located and the weighted average pt per-pupil expenditures in
comparable school districts.

Revenues affected by Federal activities are determined by calculating
the Federal contribution to four primary sources of revenue: residential
property taxes, commercial property taxes, State aid for local educa7
tional agencies, and miscellaneous *other* local revenue. .

4

Residential property tax revenues are calculated by multiplying the
resi4ential property revenues in the district by the percentage of resi-
dential income in theAstrict that is attributable to base emplgi,ees.

'
Commercial property tax revenues are calculated by multiplyiN

pezb
the total

commercial property tax revenue in the district by the-yentage of
consumption in the district that is attributable to the base.

State-aid for local educational agencies is affected .by Federal activi-
ties because most State aid payments take into consideration' the as-
sessed --valvartan-draxablw property and the of pupils intm
district. When property is exempted from taxation or when the number of
:children increases, the average assessed valuation per pupil decreases
and the amount of State aid increases. To determine the amount of State
aid triggared by the base, the model inserts into the State formula the
amount of assessed valuation associated with the" places of residence,
employment and shopping of base-attributable employees and the number of
schoolchildren assodpatedith These employees.

friir-Rideral contribution to miscellaneous *other" local revenue, which
includes local income taxes, fees, and changed, is determined by multi-
plying total miscellaneous "other" revenue in the disV1.gt by the pro-
portion of incpmeeor population that is attributable to base employees.
(The variable uNd depends on-whether the tax is a function of income or
population.)

The samesame pFocedures are-used to caldulate the fiscal effect of alteela-
tive ude of the site, except that judgments are exercised as to what the

Nialt native'use would have been. Alternative use is determined on the
basl of local experts' projections about how the base,site would have
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been used had.there never been al.Federal presence. Wheh the Federal
installation was establishqd before World War .II, however, this alterna-
tive use is determined on the basis or-how the site would be used if the
Federal base were to close. 4

A flow-chart description ob the way that revenues and expenditures
attributable both to the base and to alternative use are calculated, is
shown below:

*14 I
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THE ECONOMIC 4MPACT MODEL
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A sutmary of the computations required to determine the net economic
impact of a military base on a local education91-agency is presented
below:

.

Expenditures
.

-

[Base-connected or Algrnative Use EMployees
! x Employment Multiplier `* Pupils/Employee]

x Per-pupil Expenditure
__

Revenues 1

a),Residential Property TaxiRevenues'is

No. of Base or Alternative Use Employees x-Avertage Persohal Income
4 x Income Multiplier x Income, District /Income, County or SMSA
---= Income, Base or Alternative Use Employees, Distr4,Lt

Income, Base or Alternative Use Employees, District/Income, District

x Residential Property Tax Revenues, District

b) Commercial Property Tax Revenues =

No.rof Base or Alternative Use Employees x Average Personal Income
x Income Multiplier x Consumption /Income
= Total Consumption, Base orAlternative Use-Etplo yees

(Total Consumption, Base or Alternative Use Employees --Base Sales)
x Consumption,'District/Consumption, County or SMSA
= Base or Alternative Use Employee's' Consumption,_ District

Base or Alternative Use Emp oyees',Consumption,
District/Total Consumpti District

x Commercial Property Tax enue, District

c) State Aid

State aid,attributable to' the base is calculated- by inserting_baseT,
attributable Average Daily Attendance (ADA) and assessed valuition
into the Slate aid formula. State aid attributable to alternative use
is calculated by substituting the ADA, and assessed valuation of the
site under alternative use into the State aid formula.

d) Miscellaneous "Other* Local Revenue

Revenue Associated with Income:
Income, Base or Alternative Use/Income,"District

x Miscellaneous $04ters Local Revenue, District

7 kevenue Assodiated with Population:
_Population, Base or Alternative Use/Populattoni-District

x Miscellaneous 'Others Local.Revenue, District

Net Impact

(Expenditures, Rase - Revenues, Base]
- [Expenditures, Alternative Use - Revenues,-Alternative Use]2
Another way of looking at the same calculation:

(Expenditures, Base - Expenditures, Alternative Use)
- [Revenues, Base - Revenues, Alternative Use]
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A Detailed Description of the Model

Current Expenditures

TO compute current expenditures attributable to the base, data are
required on the.flumber of schoolchildren of employeet who work at ;he
base, the number of schoolchildren of loyees at jobs induced by these
base employeei, and finally the per-pu 1 expenditure for those school-
children..

The first figure, the number of schoolchildren associated with base
employees, is provided by the Department of Education.

Estimating the number of schoolchildren associated with induced employ-
ees is a two-step process that first requiies the calculation of the
number of induced job-holders who live= in the district.' This figure. is
calculated by dividing the amount of induced income accruing to district
residents by the average income per job in the area. The amount ofI induced income accruing to district residents is the product of the
total induced income in the area and the percentage of the area popula-
tion that lives in the district. (The model assumes that induced
employees have the same residential patterns as,the_rest of the popula-
tion in the area.) Section /IA of the model, which describes the pro-

. cedure for estimating the residential-property tax revenue attributable
to the base, shows how total induced income-ts-dete flied.

Ones the number of Induced job-holders in the d stfict has"been deter-
mined, the'next step is to estimate then
associated with these employees: The 'product of the pupils per job
ratio and thenumber of induced jobs yields the number of induced
schoolchildren. For each of the four districts studied, this ratio was
approximately 0.4. l 4

The sum of the number of base-connected and-base-induced schoolchildren
yields the total number of schoolchildren living. in the diserect that
are attributable'to'the 'base. To determine the total Costs that these
children impose on ,the local educational agency, their number is multi-
plied, by the average per pupil expendittire_for the agency. Because (-
per-pupil expenditure for the impacted agency varies with the amount off
Impact Aid it, receives', tOe mode/ relies on two per-pupil expenditure
figures:. the State average and the weighted average of. the per-pupil
expenditures in the districts determinedlto be comparable.to the one
under study.

II. Current Revenues

A. Residential Property Tax Revenue. The determination of residential
property tax revenue gtieih6table to th4 base requires three naMbers:
the amount of taxable income Libr res dents of the, district whose
employment is attributable to the kb se, jthe taxable income among all

612
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residents of the district, and total residential property tax revenues
.receided by ..the local educational agency. The product of the total
residential property tax revenue and the percentage of residential
district income constituted by the income of base-attributable,families
yields'base-attributable residential property tax revenue. The assump-
tion underlying this operation is that the amount of residential proper-
ty.tax that families pay is proportionate to their income. The amoent
of residential property tax revenue collected in a given year by a local
educational agency is available from that agency.

Taxable income attributed to the base includes both the income of base
employeesliving in taxable residences in the district and the amount of
induced' income accruing to district residents. Base-connected employees-
who pay residential property taxes include civil service employees,
non appropriated fund employees, contractors, and military employees
living off base (excluding those who live in tax-exempt mobile homes in
the district). The Incomes of the working spouses associated with these
employees is also considered in estimating property tax.paymehts,

Each group's "direct income is calculated by multiplying the average
salary of employees in the_group by the actual number of employees in

Illi

that group. This product. then multiplied by the persosal income
adjustment, which includes ese employees) non-wage income such as
dividend interest, rent, and employer contrinutions to pension,
health, and welfare funds. Personal tax contributions to social:insur-
ance are deducted from this adjustment.

"The amount of inA2C$d income generated', by each group of employees is
calculated by multiplying that group's direct income by the appropriate
net earnings Multiplier.' These net multipliers are taken from the

results of Bureau of Economic Analysis studies of military base impacts
on local communities. The Commission has incorporated the multipliers
into a range to encompass all the.possible effects when a single multi-
pl-st is applied to particularvommunities: The size of the multiplier
Ai rs for each group of employees as a result'of the different spend-
ing abits of these groups. The net multiplier effect from the spending
of military employees; for instance, is less than, the effect of spending
by civilian employees because the military spends money on base that
neverirculates in the local economy.

The lover range of the net,multiplier applied to working. spouses is zero
,too, al ow fgr the possibility that all these spouses, may fill the jobs
induced by base employees. To attribute induced income to the spending
&f working spouses id this situation, would be to count-twice the income
induced' by base employees.

. ,

The amount of induced income accruing to district residents is the

product of the amount of income induced 'by basd,ltraployees in the' area
and the percentage of the'area population residing in the district. The

model assumes that induced employees living in the district have the

V
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A

same average income as thine -living throughoul the area.- The-total
income attributable to the base is the sum of the direct income of each
group of base employees living. in taxable residences in the district and
the induced income accruing to district residents. r

The amount of taxable personal income in a district was- determined
differently in each case study. (See note. 134infra.) The determina-
tion was easiest in Escambia County, where the county is coterminous

:irith the district, because county data could be uipd. In the other case.
studies, district income was computed by multiplying the per capita
income of the county by the population of the district. The district
population, in turn, had been computed from data on enrollment in the
district and county, and population in the county. (See note 12,
infra.)!P
Dividing the income attributable to the base by the total income among
taxabl residents in the district yields the percentage of income among
taxable .residents of the district accounted for by the base. This
figure, multiplied by the total residential property tax revenue from
the district, yields the base-attributable residential property tax
revenue.

B. Commercial Property Tax Revenue,. The most important data needed to
estimate the amount of commercial property tax revenue generated by the
base are the following: the total income attributable to base employees
living in the area, the percentage of income spent on retail goods and
taxable services, the amount of on-base purchases by military employees
in the area, the percentage of spending that is done in the districti

vete-i-l---sabre-am4.1re-ctipts rrom taxable services of district
establishments, and the coamercial property tax revenue received by the
local educational agency.

The object of collecting these data .s to determine what percentage of
retail sales and taxable services in the district was attributable to
base employees and, ultimately, the percentage of commercial property
tax revenue that 'was contributed by base- attributable employees. The
model assumes that the amount of, propertytax paid by commercial estab-
lishments is proportionate to their sales.

The term 'area' refers to the region assumed by the model to be the
locus of residents' commercial activity. Where the school district is
part of a metropolitan area defined by the Census BureaU hs a Standard

Area (SMSA), the model uses the SMSA as the
relevant ; otherwise, the model uses the county in which the dis-

,

-trict fslocated as the area', of commercial activity. (The county is
defined by the .Burea of Bcodbmic Analysis as the locus of commercial
activity in its eeonzilic impact studies.) In the Commission's case
studies, the area in whiar-gonmercial activity was circumscribed includ-

- ed the following: for BellevUe, the Omaha SMSA; for Chambersburg,
Itfhnklin County; for Douglas, Rennington Co and for ,scambia
County, the Pensacola SMSA.
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The procedure'used to calculate base-attributable income in the area is.

.4!" identical to the procedure used to calCulate the direct and induced
income for each group of employees in determining residential. property
tax revenue. Because some employees who pay no residential prOperty
taxes in the district do make purchases there, additional groups of
employees ar6 considered--including military employees living on'base,
military employees who liye off base in tax-exempt mobile homes, mili-
tary employees who live outside the district but within the area, civil
service and non-appropriated fund employees living outside the district
but within the area, and the working spouses of all these employees.

The-percentage of personal income spent on retail goods and, taxable
services'in the United States was 59.3 percent in )477, the latest rear
for which data were availabrie. The total consumption of base-attributa-
ble employees is calculated by multiplying their income by this national
percerage of consumptiod to income. .Not all consumptiOn, however4 is
done at taxable commercial establishments: military employees and
retired militarya personnel do a significant amount of their shopping at
tax-exempt stores on base. To find the amount-of on-base purchases made
by military employees living in the area, the percentage of base pur-
chases made by military residents of the area is multiplied by total
on-base purchases. The proportion of base purchases made'by area
residents is estimated by dividing the payroll of these area residents
by the sum of the total milibeky payroll for the base and the income of
retirees living in the area. The on-base'purchhses of military resi-.
dents in the area is then subtracted from their total consumptiod too
yield their off-base consumption. To military employees' off-base-
consumption is added the 'consumption of civilian and induced employees;

tuntatien -ofbase-attVihutable--em-
.ployees.

The next step is to estimate the percentage of off -base couumptiOn that
was done within the district by base-attributable employees. This
percentage is estimated by diViding. the total tales and receipts of
commercial establishments in the district by the total sales and re-
ceipt:A...of all establishments in the area. The model assumes that
residentd of the area do-all their shopping in that area, and that no
purchases are made by residents fr6m outside the area. The model also
assess that these- base - attributable employees are as likely as the
other residents of the area to shop in the district. The ratio of
district 'sales to area sales would therefore indicate the percentage
oroff-base consumption_done in the district'by area residents.

With this information, the amount of retail goods and taxable services
purchased in the district by base-attributable employees can be esti-

-
mated. This is done by multiplying their total off-base consumption- -
the difference betteen their, total consumption and their on-base pur-
Chases--by the percentage of off-base consumption done in the district
(the ratio of district sales to area sales). The result is the amount

mrof base-attributable purchases in the district that contribute to
commercial property tax revenue.
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To find the final figure - -how much commercial property tax revenue in
"'the district' was produced by-purchases of base- attributable employees--
the'commerdial property tax revenue ift,-the district is multiplied by the
percentage of total- purchases in the district that weri'made by base-.-_,
attributable .employees. *The comietciakpkopez.ty tax revenue collected.
by a local' educabldnal ,agdncy in a given,year is available ftom that
agency. Thd base-attributable portiCn of district purchases is estimat-

es ed by dividing the'amoUnt of base-attributable purchases in the district
by total district sales. The- assumptiOn underlying this procedure is
that the amount of property tax that cotmercial,establishmeatS'pay
proportionate to their sales. The model assumeB that tho percentage of
district. Sales' attributable to base employees is eguivale t to the
percentage of commercial p.abCeity. tax-revenue .that- they acc unted for
in the district.

S , , I - 1

C. General Fund State Aid. The State pttoVide two typeaof general aid..,
.. i. to the to al educational agency: categotical funds and non7gategorical

funds. Categorical-funds ate tied to apedifi. e education programs such

State aid, is to be used by the schools of

as special education and vocational education. Nonlategorical aid,
which provides the bulk of S
general maintenance and opeeation:

. r
. . , . i , 4 s

..

The 'model assumes that base4itributable schoolchildren eneolltd- in
programs receiving categor-roal aid ,from the State are: alailirkely As
on:base-attributable children to be in. these ptograms. -The eefbte, the::
model treats categorical State aid as a functiOn of ADA and computes the
Amount of categorical aid tsiggeied by base-attributable children, by -*
multiplying the amount of categorical State aid that the agency receives
by the.perpentage of district children who are base-attributable.-

`Non-categorical State aid to the four districts studied is a function of
the_assessed viluation,of taxable oval property and the :Amber of pupils
in the district. State aid increases With decreasing assessed valuation,
per pupil. The model calculates the amount of base-attributable State
aid by first estimating-the,amount of assessed valuation and the number
of schoolchildren associated with base-attributable families; these' fig.
ures are then inserted into, the State formula.-.

The amount of assessed "valuation associated with base-attributable
families is estimated in a two-step process. The revenue from property
taxes on the homes and shopping,places of base-attributable families has
already been estimated in the sections in which base contributionsto,
residential and commercial property tax revenue were calculat (see
sections ZIA and I1B, supra). Because th4 place of employmen of base
employees--the military base--pays no taxes, no estimate has to be made
of its'assessed-valuatiOn. The ratio of the property tax revenue -

contributed by base-attributable families to revenue contributed by all
district families is likely to reflect the proportion"of district
assessed valuation associated with base-attributable .families. The
model estimates the amount- of assessed vildation assooiated with base-
attributable families by multiplying the total assessed valuation of the
'district by the percentage of district's property. tax revenue that

X

6 1
Y
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is attributable- to the base (sei Sections IIA pnd IIB, supra). This
figure, along with thglinumber of base-attributable children determined
in section I, is plug'ed into the State aid formula to 'determine the
amount of non-categoridal State aid accounted for by the Children of
base-attributable employees.

D. Miscellaneous *Wet" Local Revenue. The types of non-property tax
revenue raised by the local educational agency---varied among the
tricts. All agencies earned interest from investments and raised
revenue from a variety of license fees, rentals, and other charges. In

some cases these revenues came from the county government. In rs-

burg, local income ,paxes were levied.
0

Investments by local educational agencies are usually made when agency
revenues.tempOrarily exceed expenditures. The model treats the interest
earned on these investments as a function of total general fund revenue.
To determine how much of the total annual interest was attributable to
the base, the model multiplies the base-attributable portion of total
revenues -- property tax revenue, State aid, and Impact Aid,--by the total
interest earned on investments.

The model treats license fees, rentals, and other charges as a function
of the'number of students in the district. The total amount of this
revenue is multiplied by th rcentage that .base-attributdble school-
children constitute of the tot number of schoolchildren.

In Chambersburg,-the local taxes levied are the earned indme tax, the
per capita tax, the employee tax, and the real estate transfer tax.
_Military personnel are exempt,;--ilOm all these taxes as a result of the
Soldiers and Sailors ReliefirV Thetearned income tax is a tax on

andsand salaries an on bu nessofits. The model treats the
revenuefrom this tax as a function of civilian income,: it determines-
the base-attributable, portion* by multiplying total earned income tax
revenue by the percentage of total civilian taxable income in the
district attributable to base,employees. The per capita tax is leVied

each indig dual in the district; -the model treats it as a function of .

e number c schoolchildren inthd distract, multi in the total per
capita tax revenue by the percentage of total schoolchi en that is
constituted by base-attributable civilian schoolchildren. he employ-
ees' tax is a $10 tax levied on each employee working in the district;
the model- determines the amount of employee tax revenue attributable to
base employees by_multiplying tfie number of,base-attributable civilian
employees and their,wO7king spouSes by $10. The real estate tax is a
tax on the transfer of real estate; it increases as the value of prop -
ty transferred increases. Because the amount of property tax pa on

property also increases directly with'the vial* of the propert the

model treats real estate tax revenue as a faction of prbpert tax
revenue. The model assumes that civilian base employees are as likely
to buy and sell real estate as are other civilian employees, and esti-
mates the amount of base-attributable real estate tax revenue by multi-
plying ,the totaf'reai estate tax revenue by the percentage of property
tax revenue attributable to the base.

6
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III. Alternative' Use Expenditures
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PrOjecting,the current expenditures imposed on the local-educatidnal6
agencY'by alternative use of the site involves data and procedures
similar/di/those used to compute base-attributable current expenditures.

.

-.
.

Data is needed on the number' of .schoolchildren of employees who would"
-

work at the site, the number of schoolchildren of employees at jobs
'induced by site employees, and the'per-pupil expenditure for. the sphoOl-
children. Total' alternative use expenditures are calculated by multi-
plying the number of site- attributable schoolchildren by the per:pupil
expenditure for these schoolchildren. Unlike calculations 'for base
expenditures, however, that rely on Department of Edgcation data on the
,,number of base;.connected 'schoolchildren, the model must estimate the
number 01-Schoolchildren-asSociated with employees who would work on the
`site,

To estimate the number'of schoolchiidreh associated with, the site, the'
model first must_ determine how.many employees there would have been
under alternative use and how many of these employees would have lived
in'the district. These calculations are described in detail in section
TVA, whiCm also discusses the estimation c14 alternative use-attributable
residential property tax revenue. °nee the number of these employees
has been estimated, the-number of working spouses can also be calculat-
ed. The number of schoolchildren associated'with these families is then
.the product of the number of employees (and their working spouses) and
the pupil per job ratio for the area. "This ratio is the same one _used-
in section I to determine base-attributable expenditures.

The number of schoolchlkaren of induced employees is estimated using the
same procedure as used in section I. First-the amount of induced' income
accruing to district residents is divided by average income per fob in
the, region. The amount of induced income accruing to district residents
is the product of the total induced' income from site employees in the.
area and.the percentage of the area- population that livei in the dis-
trict. . The number of "schoolchildren associated with these job-holders
is then fdhnd by multiplying the number of induced jobs by the pupil, per
job ratio,'

. .

The total costs that the local educational agency would incur is esti-
mated by multiplying the sum of site-connected and site-induced school-
children by two Per-pupil4bxpenditure figures: the State average, and
the weighted average for comparable districts.

. The assumptions un-
derlying this procedure for determining the expenditures imposed by
alternative use are, of course, that the number -of employees per acre,
schoolchildren per, job, average income, and_ the azdount of per-pupil
expenditures associated with the site would be the same unaery.teoa-
tive use as they are in the_ appropriate= today. ,..

8
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IV. Alternative Use Revenues

Projecting the revenues that would have been' attributable to' the site
under alternative use involves procedures and data similar to those used
in calculating base-attributable revenues. There are, however, two
significant differences. Because the site would, have yielded property
-tax revenues if, the base were never established, the model must be

A adjusted to include those revenues. To estimate the amount of revenue
that would 'have been-generated, projectionp must be made about the use
of the base site and estimates made about the current assessed value of
commercial, industrial, and agricultural. property in the district. In
addition, data about the population, income, and residence of base
employees, which is provided by the military base.for,use in the model,
is not available for alternative use employees. The model must rely on
county data and the projections of local planners to estimate these
three variables.-

To estimate the amount of property tax revenues that the site itself
would yiald, data are first required on how many acres would be used for
residental, commercial, industrial and agricultural purposes. After
these projections'are made, data must be obtained on the average tax per
acre that is currently yielded by each type of land use. The amount of
revenue attributable to each -type- of use is simply the product.of the
number of taxable,acres and the appropriate tax per acre. The total
revenue attributable to the site itself is then .thefsum of revenue
generated by eaal type of use.

To determine the number of taxable acres develOped for each purpose, the
model multiplies the planners' projections about the numbei of acres
that would have been used for that.purpose_ty the current percentage of
total land in the area that is actually subject to property taxes (land,
used for roads, institutions, and utilities, for example, is not subject)
to property tax). Projections on how the site would have been used if
the base were not established represent the range of estimates by Vocal
experts. (See Attachment= II of each profile in Chapter III.B, supra,
for projections regarding the proportions of each eeite teat would have
been used for residential, commercial, industrial, and agricultural
purposes.)

To estimate the property tax revenue yielded from commercial, industrial
and agricultural use of the site, the number of taxable acres for each
use is then multiplied by the average revenue yielded per acre by those
same sectors .in the district today: The operation is based on the
assumption that each sector would produce as much psoperty tax-revenue
per acre under alternative use as it does-today. They product is ehe
total property tax revenue from each sector gn the site. Residential
-property tax revenue from the site is treated differently begause the
model estimates residential property tax revenue generated under alter-
mative use in the, same way that it estimates base-attributable residen-
tial property tax revenue. 'lb!' model assumes that residential property
tax revenue is proportionate to residents' income. .

.
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To find the income of residents living on the site, the model
first estimates the number of employees working on the site, the number
of these employees that would have lived in the district, and their
average income. The total number of employees working on the site -is
estimated by multiplying the number of taxable acres by the number of
employees per acre for each:sector in the county today. The total
number of employees_ working at the site is the sum of the number of
employees for each land use.

To estimate the number of these employees that live in the district, the
model assumes that these employees would haVe been as likely to live in
the district as would civil service employees working-on the military
base today. To estimate_thenumber of employees who live to the dis-
trict, therefore, the model' multiplies the number of employees in each
sectoi by the percentage of civil service employeees working at the base.
who live in the district. germ proprietors are treated differently from
other employees; it is assumed that they all live on thyarms they own.

To find the total income of employees for each sector, the model multi-
-plies the nipper of employees in each sector by the average wage and
salary earned by county employees in each sector today.

Ato
A. Residential Property Tax Revenue. The projection of the amount of
residential property tan revenue hat would be'attributable to the site
under alternative use requires ree figures: the of taxable
income among residents of the strict whose employment is attributable
to the'site, thetaxabfe inco among all residents of the district, and
the total residential propert taxes collected by the local educational
agency. As with current LIR ,-site-attributable residential prOOrti tax
revenue will be the product ok the percentage of residential district
income attributable to alternative use fimilies--tand total residential
property tax revenues.

Taxable income'attriblipable to the site would include the income of site
employees livin4 in t district, the income of their working wives, and
induced income accruing to district residents. Pout types of employees
are considered: commercial, industrial, farm and farm proprietors..

Each tqroup's direct income is calculated by multiplying the average
salary of group employees in the county by the number of employees--the
latter computed.tfroM local planners' projections about the percentag,e of
the site that would have been use by each Sector, and the numbet of
employees per acre in each sector in' the county today., This product is
then multiplied by the current personal income adjustl&nt, which in-
cludes these employees' non-wage income.

0
F -

The amount of induced income that would have been generated by each
group'is'calculated by multipAying that group's direct income by .the net
earnings multlie. The model, assumes that alternative use employees

4,
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would have had the same ,spending habits as base civil service employees
and therefore uses the same net multiplier for both groups. The lower
bound of the net multiplier range for working wivesis zero to allow for
the possibility that all of these spouseswould hive filled jabs induced
by site employees...

.

The amount of induced income accruing to district residents 'is the' e

product of the total amount-of income induced by bite employees in'the
area and the percentage of the area` - population that would have been
residing in the district. This percentage is the ratio,of digtrict.
population under alternative use to area population under alternative
use. The population associated with alternative use of the site can be
calculated-in the same way that base population was: by multiplying the
number of site employees livingin the distract by the population per
employee ratio. The district popula4ion under alternatiOeuse is
estimated by subtracting the base-attributable population and addfhg the -%;
alternative use - attributable population to thescurreht district popula-
tion. The population of the area can be calculated fn a similar fish1:-
ion: the number of base-attributable employees'in the area is multiplied
by the population per employee-ratio for the area and then suhtraCted
from the total area population. Population fry alternative use is
added to, the remainder by multiplying number of alternative use
employees living in the area.by the pation per employee "ratio.-
Alternative useemployees are- assumed-o'-have the same residential-
patterns as do civil service base employees.

The total income which would have been attributable to the site under
alternative'use.is the sum of the direct income of each group, of base
employees living in the district and the induced income accruing to
district residents.

Dividing the income attributable 'to the site by,the current income apong
taxable of the distr1b yields thvercentage of total taxable
'income accounted for-by the alternative use.. Site-atttibutable residen-
tial property tax revenue is the product of this Percentage and. the
total residential property tax revenue currently collected, by the,locai
educational agency.

B. Commercial Property Tax Revenue. 'The most important data needed to
estimate the amount of commercial property tax revenue from alternative
use of the site are the following: the total income attributable to base

0 employees living in the area, the percentage of income 'spent on retail
goods and taxable services, the. percentage of spending that would have
been done in the district, total retail sales.and taxable..service
receipts of district establishments, and the commercial property tax
revenue currently collected by the local educational agency. v-

. The object of, collecting thisdata is, to determine what percentage of
retail sales and taxable services in the district would have been
attributable to alternative use employees. The model assumes'that these

621
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employees would-have accourrePd for a percentage of commercial property
tax revenue equivalent to thetpertentage of district purchases that they

s, made. -1,n-Cdses where there woukdhave been commercial facilijies on the
site under alternative use, the model took steps to avoid doublez-count-
ing commercial tax contributiOn's_frdin alternative use employees that.
might alsoshaVe been included when commercial tax payments by facilities
on the site yere consigered.-* (See note 1.5,,..infrad

The procedure used to calculate Alternative use-attributable income is
'identical to.. the. .procedure used' to oaldulate the direct, and induced

. : income fof each group of:.emplokeel in determining residential property
tax revenue. SecauSe some -of, the site,employees ,who do not' live in the

- district-would still shops there, those employees who the area,-
but not in the district, are ipcluded as well es tho'se who live-in the

. 'district. The 'number of these'employets is calculated by`tltiplying
the number of total alternative use employees in each sectOr by the

-.percentage of civil service employees-working at the base Who live
within the area but outside the district."
The pticentage of' personal income. spent on retail goods_ and ,taxable
services in tNe,Dmited Ststes:was'59.3 percent'in 1877,:the latest year
for which to were availahle"The total consumption of site- attributa-
ble emplo es is projected,by multiplying their income by this national
percentage.

The next. step is to estimate the percentage of this consumption\ that
would-have been done within the district. This percentage is different
from the current use percentage--whidh,the model est/mates by taking\the-
satio of-district sales to area sales--because,the degree of'commeraial'
`coneentration in the area Oculd hive been.diSferent under alternatkve
.use, To estimate the extent'of the difference, the model mUltipbiesttlie
current use percentage by.the'percentage,ch4nge from current to alterna7
tive use ,in the ratio of consumption by district residents to consumpr
_tiOn by area residents. This change n thee ratio of; district to areA
consumption under alternative use approximates the extent of differencd
in the ratio of district sales to area sales.

The amount of retail goods and taxable services purohased in the dis-
trict by alternative use - attributable employees is estimated by multi-
plying their total consumption by the percentage pufchased within the
district. To find hot; much commercial property tax revenue, theeer-
purchases would have produced, the percentage of total purchases in the I

district made by alternatifr use-attributable employees is multiplied by
the total commirCkal property tax revenue collected by the local educi-
tional agency. The alternative use-attributable portion of distr
purchases is estimated by dividing the amount Of alternative use-attri
utable purchases in the district by total sales in the district. The
assumption underlying this procedure Is that ,,the amount of commercial
property tax revenue comni4rcial establishments pay is proportionate to
their saps.

4
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C. General Fund State Aid. The State provides two types of general aid
to the local edwational agencycategorical and non-categorical funds.
The model assumes that alternative use-attributable schoolchildren en-
rolled in programilireceiving categorical aid from the State .are as
likely amother children ,to be enrolled in these programs. Therefore,
the model treats categorical State aid as a function of ADA and computes
the amount of categorical aid triggered by alternative'use-attributable
children first by finding the proportion of children currently enrolled
in: the district that would have been constituted by alternative use-
attributable schoolchildren and then multiplying by the amountof
categorical State aid thlt the agency currently receives.

Rah-categorical State aid to the four districts studied is a function of
the ,assessed valuation of propertK and the number of pupils in the
district. The model projects the amdUnt of alternative use - attributable
State aid by first estimating the amapnelof assessed valuation and the
numbs: of schoolchildren connected with alternative use - attributable
faiilies, and then inserting these figures into the State aid formula.

,..
o A .

The amount oftassessed 1MNLuation associated with alternst4ve use-
attributable families is a function of the property tax revenue they

would have generated. (See introduction-to section'Mand sections avA
and IVB, supra.) 'The ratio of the property.tax revenue that alterdative
use-attributable families woad have contributed to-the total prope ty.

IF.

tax revenue currently collected is assumed to reflect the proportio of

district assessed- valuation that alternative use-attributable families
would have accounted for. The model estimates the amount of assessed
valuation attributable to alternative 'use families by multiplying the
percentage of total propecty tax revenue that they would have contribut-
ed by the current assessed'valuationof the district.. This figure,
elan with the number of alternative use-attributable children estimated
in section III, is'inserted into the State aid formula to project the
amount of non - categorical State aid that would have been triggered by
the schoolchildren of alternative use employees. .

D. Miscellaneous 'Other' Local Revenue. The types of non-property tax
revenue raised by the local educational agency varied among the dis-
tticts. The model treats the interest-earned on investments by local
educational agencies as a function of -total 'general. fundrevenue. To

determine how much-of the total annual interest would have been attrib-
utable to alternative use families, the model multiplies the alternative
use - attributable' portion of total revenuesproperty tax revenue,_ State
aid; and ImOact_Aidby theltotal interest earned on investments.

The model treats license fees,
of the number of students in
revenue is multiplied by the
would have been composed by
attributable employees.

rentals, and other charges as a function
the district. The total amount of this
percentage of total schoolchildren that
the schoolchildren of alternative use-
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In Chambersburg; the model'estimates the contribution of alternative
e-attributable employees to the earned income tax, the per capita tax,

the employee teX, and the.Fempl estate transfer tax. The model treats
the revenue from the earned- income tax as a function of.income; it
deterMines the alternative use-attributable portion by multiplying total
earned income tax revenue-by the, percentage of total taxable income in
the district attributable to alternative use employees. The per capita
tax is levied on-each individual in the district; the model treats it as
a function-of the number of schoolchildren in the district, multiplying
the total per'capita tax revenue by the percentage Of_total_schoolchil-
dxen constituted by alternative use-attributable schoolchildren. The
employees' tax is a $1t tax levied on each employee working in the
district; the model. determines the amount of employee tax revenue that
would have been attributable to alternative use employees by multiplying
the number of alternative use - attributable employees and their working.
spouses by. $10., The teal estate taxis a tax on the transfer of real
estate; the model treats, these revenuei as a function of Property_taX
revenue. The model assumes that' alternative use employees.would-have
been. as likely to buy and.sell real estate as would other employees, and
estimates,the.amounof alternative use- attributable real estate tax
revenue by multiplying the total real estate tax revenue.by the percent-
age of'current property:tax revenue that would have n attributable to
Talternative use.

V
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ABBREVIATIONS

ADA = Aver4ge Daily Attendance

pure of Economic Analysis,
jieprtment of 'Commerce

BLS Bureau of Labor Statistics,
Department of Labor

Local Educational Agency

Non - Appropriated Funds- 0

National Education AssociatiOn

APP G -18

SAFA Division of School Assistance for'Ffderally
Affected Areas, Department of Ed cation

SMSA Standard Metropolitan Statistical Area

Wages and Salaries

DEFINITIONS

1) Base-Attributable = Base-connected + Base-lnducsd.

2) Base-Connected =- Schoolchildren, income, expenditures, and revenues
associated with employees who work directly fOr the base.

3) Base-Induced = Schoolchildren, income, expenditures, and revenues
associated with employees in the commercial sector whO-Wre hired to
accommodate the spending"of base employees.

'4 N.

44 CoAsumption = Includes purchase of retail sales and taxable services
as defined by U.S. Bureau of the Census.

5) Net Multiplier = Induced portion of the earnings multiplier.

6) w3(b).(1) parents as- Civilian employees who -live but do not work on
base.'

.t
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'Summary of Results for Sample District

(Numbers Rounded for Illustrative Purposes)

B-4enditures'(Millions $)

Base - Attributable Alternate-Use /
$7.4 $1.9

Revenues
(Millions $

PropertyTax Revenue $1.5
State Aid 2.3
Other Local Revenue .6

$4.4

.3

_ .5

.2

$2.0

APP G-19

Burden

Burden la (Current Expenditures - Current Revenues)

- (Alternative Use Expenditures - Alternative Use Revenue)

($7.4 - $4.4)
($1.5 - $2.01

$3.1m

I. Current Expenditures ;

VARIABLE -., OPERATION SAMPLE SOURCE
Base-induced persolpl

income,district
Personal income per lob

2
.

--.
, ..

'7$44,730,00b
.,, ''

$15,000
-980

0.4

Sections IIA, II8
BEA

.

BEA, LEA

Induced jobs ri.

(ADA/Job) 4

ADA, bas induced

ADA, base-connected

A 392
.

3,330

.

SAFA,
ADA, base-generated

.

Per-pupil expenditure x .

3,722

$2,000

,

. ,

SAFA, State Ed. Dept.

Expenditures,
base-ittributable .

2

$7,440,000 ,

62
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II. Current Revenues

A.
.
Residential Property Tax Revenue

.
APP G-20 .

(Tdcludes civilian and mil4tary employees and their working
spouses living in'taxableresidences in the school district.)

a

VARIABLE OPERATION -SAMPLE'. SOURCE

Civilian Employees

x

x

v

600

$20,001
1.25

1

le

BA&Ef
1

,

BASE-

BEA

_14o. civil service employeSs
Avg. W&S, civil
'service employees

Pecs-anal income adjustment
6

.

a) Direct persona3 income
Net multiplier . x

$15,000,000

/
0.5- BEA

1) Induced personal iamellae

from civil service
employees

No. NAP employees
Avg. W&S, NAP employees
Personal income adjustment

=

x

x

- $1,500,000

BE
RASE
BtA

200-

$8,000
4 1.25

b) Direct personal income
Net multiplier ; '

>

=
.

$2,000,000

.
0.5 Marx

2) Induced personal income
from NAF employees ..

No. contracto5s4,

Avg. W&S, job
Personal Imam adjustment

=

x
x

. $1,000,000

400
$12,000 -,

1'.25

,

BEA
BEA
SEA

c) Direct perspnal income
Net multiplier

.

=

x .

< $6,000,00D
0.5 BEA

3) Induced personal income
from contractors l0

No. working spouses
Avg. W&S, job
Personal income adfdstment

x

'X

A
$3,000,000 ,

200200

$12,000
1.25

'EASE, BLS
BEA
BEA

d) Direct personal income
Netomultiplier .

=

x

$3,000,000
0.5 BEA

4) ind debed Personal income
from working spouses

.

Military Employees
fie

=

x

x

.. .

---- ,

$1,500;000
AM

.

0

000
-.......-/ 1.25

.

.

-: BASE '
A

'BASE

BEA

No. off-base .military
Avg. W&S, off-base military
Personal income adjustment
e) Direct personal income

Net multiplier- _ s

a

x

$50,000,000
0.5

.-

.

BEA
5) Induced personal income

from off-base military
, . $25/000,000

_, .



VARIABLE OP ON SAMPLE SOURCE
1 ,

Military Employees (cont.) -

x
800

$12,000
,

1.25

BASE, BLS
BABE
BEA

Na. watkin'spouses 11

Avg. was, job
Personal income adjustment
f) Direct personft income

Net multiplier
=

x
-$12,000,000

. 0.5 BEA
6) IndUCld personal_income

from working spouSes

Civilian and Military"
Employees ''

.

+

I . .$6,000,000

1.
,

$44,000/000
,-

$103,000,000

.

,

.

e

.

Induced personal income from
cesidents'of district
(1+2+3+4+5+6)

Induced personal income from
employees living outside of
district in county of SMSA
(Section B) ,

Induced personal
.,"income, Total

:0 Percentage induced income'
accruing district
residents x

$147,000,000

0.10 Census _

Induced personal income,.
district

Direct personal income,
district

(a+b+c+d+e+f)

u $14,700,000

.

. $88,000,000
_Personal income of

taxable residents,

base-attributable

Personal income of tafible
residents; district _

-IN

$102,700,000

$1,000,000,000 BEA, LEA
Percentage of personal income,

district,_ base- attributable

Residential property
tax revenue, district x

0.103

$10,000,000 ,

,

Local Tax
Assessor

Residential property tax
revenue, base-attributable $1,030,000

6,28

a,

3
1 3
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B. Commercial Property Tax Revenue (CPTR)

(Includes civilian and military amployees,and their working
spouses living on-base and throughout the.couhty or SMSA.)

VARIABLE OPERATION SAMPLE SOURCE
Civilian Employees .

x

x

50

$12,000
1.25

.

BASE
BASE
BEA

No. civil service employees
Avg. W&S, civil service on-base
Personal income adjustment
a) Direct persondl income

Net multiplier
=

x

r$750000
r - i 0.5 BEA

1) Induced personal income from
civil service-en(ployees

.*
No. 3(b)(1) parents
Avg. VMS, job
Personal income adjustment

=

-

x

x

'$375400-
k
N.

......_,$4,24000

..., 1.25

LEA
4

BEA
BEA

b) Direct personal income
Net multiplier

=

x

$750,0-0 ,

0 .5 BEA
2) Induced personal income .

from 3(b)(1) parents

No. civilians, oodiitx,or

SMSA (excluding dislrict).
Avg. was, civilians, county -

or SMSA (excluding district)'
Personal income adjustment

.,

(
x
x

$375-000

.

2000

$24,000
1.25

BASE

BASE
BEA

C) 'Direct personal income
Net multiplier , x

$60,000,000
0.5

.

I..

BEA
3) Induced personal income from

civilians, county or SMSA ........-

' (excluding district)
.

No. working spouses
Avg. W&S, job
Personalincome adjustment

=

x

x

$30,000,000

400-

$12,000

-
1.25

BASE, BLS.

BEA
BEA

d) Direct personal income
Net multililier

=

x

-
$6,000,000

0 5 \----4

4) Induced personal income
from working spouses

Military Employees

=
-

.

x

x

-4'

$3,000,000r

---.

2,000

$12,000
1.25

BASEL

BASE
BEA

-----4---,

No. of military; on-base
...--, ..-

Avg. W&S, military,.on-base
Personal-income adjustment
e) Direct personal income

Net multipliei
A

=

x
$30,000,000

0.5 BEA
5) Included personal income

from military, on -base
115,000,000

- ,
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VARIABLE _. OPERATION,/ SAMPLE SOURCE

Military Empli5yees cont.)

No. military iktax-. BASE, Tax
exempt. mobile homes .

200 Assesors
Avg. W&S, military x $14,000 BASE

- .

Personal income adjustient x . 1.25 BEA
f) Direct persdnal income f '$3,500,000

Net multiplier
. x 0.5 BEA

6) Induced personal income
from military in tax- .

exempt mobile homes

a. _ $1,750,000
....

NO. military, county or SMSA
(excluding district)

,-. 4,000 . BASE

Avg. W&S military, county or
SMSA (excluding district) x $15,000.

4
AASE .

Personal income adjustment x 1.25 BEA
g) Direct personal income = - $75,000,000

Net multiplier x 0.5 BEA
7) Induced personal income = $37/500,000

No.-working spouses
. 2,009

Avg. W&S,- job x \ $12,..00, BEA ,

Personal income adjustment x .___.-
1.25 BEA

h) Direct personal income 4 = $30,000,000
Net multiplier

. x 0.5 BEA ,

8) Induced persbnal income
from working spouses

.
.

..-

= $15,000,000

.

Total direct personal income,
employees living in county
or SMSA (excluding district)
(a +b+c+d+e+f+g)

.

$206,000,000
.

-

Total induced personal income,
employees living in county
or SMSA (excluding district)
(1+2+3+4+5+6+7) +

...,-._

$103,000,000

Total direct and induced per-
sonal income, employees in'
taxable _residences, district
(Section A) $132,000,000

Total persohal,income,"base;

attributable, county-or SMBA ' $441,000,000 .

Percentage of personal income
spent on retail nods and .. Census
taxable services

' 0.6 Natl.. Av.

630
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VARIABLE- -OPERATION SAMPLE SOURCE

On-base purchases* military
residents, county or SMSA

1 )

.

-1 $44,600,000 Base
Total consumptfOn, off-base
- t

. '=,

fercentage of .purchases of
retail sales andAffable
services, district - x

$220,000,000

-

0.5

,

-

Census
Consumption of base
.emploYies, district

17
Total Consumption, disttict -

. $110,000,000

$880,odo,000 Census
_..

Percentalp of consuption in
district; base-at iiiibutable

-16
COmmercil property tax.

revenue, district

=

f

t
0.13

.

. .

Q $ 4,000,000

`'

.

Local Tax
Assessor

Commercft.1 property tax reve-
nue, base attributable

41,

1. *
. $ 520,000

.

4
(

10.

,g. General Fund State Aid

411

Base-attributable portion obtained by inserting into formula
ADA add assessed valuation attributable to the base. For thej
sample calculations it is assumed that State aid depends on-
ly on ADA.

_

VARIABLE - 4- OPERATION SAMPLE . ',SOURCE

Base-attributable ADA
State aid per 'pupil x

-i.
3,722

$ 600 State Ed. Dept.
a) Non-c*egoi4calState as

34.

aid, base-attributable

o

= $2,2307000

ADA, Base-attributable
.

3,722
Total-ADA. 1- 40,000 SAFE
Percentage of ADA,
base-attributab/e O.09

Categorical and Other
State aid $1,000,000 LEA

b) Categoricak and other
State aid, base- -
attributable '. $ 90,000'

.

Total general fun& State aid tl

(a 4-1411 ! $2,320,000 -

V

Zj

631
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D. Miscellaneous Other Local ReVenues

APP G-25

fr

(Includes other local revenues and categorical Stateiaid0
r

VARIABLE OPERATION !SAMPLE - SOURCE
. 4If function of ADA:

ADA, base-attributable
Total ADA

.

.7
-`

I

3,722
40,000 SAFA

Percentage of ADA,
base-attributable ,

Total miscellaneous revenue
=

x

,

6.09

$2,000,000 LEA
a) Miscellaneous- revenues,

base-attributable-
.

If revenue function of
revenue collected:

Percent of residential prop-
erty tax revenue, commercial
property tax reventie, and
general fund State aid,
base-attributable
Interest income ,

=
.

x

.

$ 180,000

.

0.024
$1,000,000

#

Sections
IIA,

IIB,

IIC
LEA

b) Interest incdae,

base-attributable

If revenue function of
personal income:

Percent of taxable district
personal income,
base - attributable

Local income tax revenue

=

,

x-

,

$ 24,006

0.41

. $1,000,800
LEA .

c) Income_ tax revtnue,

base-attributable

rotal,misce_ - eous *other"
revenue
(a +b+c)

.
.

$ 410,000
;0

$ 614,000'

.

3-,
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Alternative Use of the Base Site .

7C
1144 Alternative Use Expenditures

APP G-26

VARIABLE OPERATION SAMPLE SOURCE

Induced personal income,
'district N,,

Pe sonal income per job
$2,000,000

$ 15,000

Sections
, Iva, IVC

BEA
Induced jobs-

_

employees,
dis ict ,

Working spouses19
site-connected

.+

+

133

.

1,58k

600

Sections
IVB, IVC

BLS '
Site-attributable jobs,
district -

ADA/Job ,

=

-

x

- 2,321
}-

-

it, 0.4 Section I
ADA,'site-attributable

Perlpupil expenditure
-

= 928

2,000 SAFA, State
Ed. Depts.

Expenditures,

site-attributable = $1,856,000'

IV. Alternative Use Revenues

A. Site - Generated Property Tax Revenue from Agricultural,

Commercial, and Industrial Land

(Figures assume site divided equally among.agricultural,
commercial, and industrial uses.)

VARIABLE OPERATION SAMPLE SOURCE

No. acres, agricultural

Average tax per acre
20

x

700

$ 1.00

Local Planners,
Historians

Lodal Assessor
a) Total property tax

revenue, agricultural

No. acres, commercial .

Percent of land developed

Average tax per acre
21

c =

x

x

$ 700

700

0.5
_-

$ 1,000

-1

Local Planned
County Planning

Documents
Local Assessor

b) Total property tax
revenue commercial

$ 350,000

4-

c3



VARIABLE` OPERATION SAMPLE , SOURCE
No. acres, industrial

.

Pprcent of land developed
, _

Avg. tax per acre -

x
,.

x

700

. 13.5
.

$ 2,000

Local Plihners
County Planning
Documents

Local'Assesscir_
c) Total property tax

revenue'industrial

Total property tax revenue,
site ,

(a+b+c) ,

.. =

/

$ 700,000

$1,051,0001

B. Residential Property Tax Revenue
22

VARIABLE ' OPERATION . SAMPLE SOUpCE
.

No. acres, agricultural 700 Local Planners
Farm proprie.tors per

agricultural acre x
,_

.

0.014

, . ,

BEA
Total-4am prop, ors . 1 ,

10
Avg. WaS fa . proprietor's x , 8,000 BEA
Personal'ince adjUitment x

_.

'1.25 !YEA
a) Direct pernal income = $ 100,000

Net multiplier , x 0.5 BEA
1)Induced personal income

from farm proprietors
.

= $ 50,00

. -No. acres, agricultural
* 700 $' Local Planners

Farm employees per
Local Planning

agricultural acre 'x 0.014 -Documents
Total farm employees . . 10
Percent living in dlstrict2. x 0.3
Farm employees, district . .-- 3 I' r

Avg. W&S, farm employees x $ 6,000 BEA ..,
Persondl income adjustment x 1.25 BEA
b) Direct personal income = $ 22,500

Net multiplier x 0.5 BEA
2) Induced personal income

from farm employees
--

= $' 11,250

i

Na. developed acres,
commercial 350

Gacal Planners,
BEA, Census

Commercial employees per - Local Planning
commercial acre x 10 Documents

Total commercial employees- 3,500 '

Percent living in'district L 0.3
Commercial employees, diltricb, 1,050

634-
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VARIABLE OPERATION SAMPLE SOURCE i

Avg. W&S, commercial
employee's .

-

Personal income adjustment

x

=x .

$ 6,400

1.25

BEA, Census,
Fla. Dept. of
Unemployment

B'EA

c) Direct personal income
Net multiplier

=
x

$ 8,400,000'
- -0.5 BEA

3) Induced-personal income
from commercial employees

No. developed acres,

= -, $ 4,200,000

.

.

4
--

Local Planning
industrial ,

3

350 Documents

Industrial employees per
industrial acre x ° 5 Local Planners

Total industrial employees = s 1,750
Percent living in district x 0.3
Industrial employees,

is

district- = 52i
Avg. W&S, industrial ..

employees x
.

12,800
BEA, State
Labor Dept.

Personal-income adjuStment x 1;25 BEA
d) Direct personal income

;''
$ 8,400,000

Net multiplier . x 0.5 BEA.
4lpanduced personal income

from industrial, employees
= $ 4,200,000

No. working spouses -

.

100 BLS
Avg. W &S, job x $ 12,000 BEA
Personal income adjustment x -1.25 BEAI
e) Direct personal income = $ 4,500,000 .../

Net multiplier x 0,5 BEA
5) Induced personal income

from working spouses
$ 2,250,000

G i
.

Induced personal income,
district . -

(1 +2 +3 +4 +5) $11,000,000

Induced, personal income from
employees in county or SMSA
(excluding /district) ,

(Section C) + --.... $30,000,000
Total induced personal income = $41,000,000
Percentage induced personal

. income accruingAo dis- o

trict residents. x 0.05

Induced personal income,
district $ 2,000,000



APP G-29

VARIABLE OPERATION SAMPLE SOURCE

Direct personal income,
.

district- .

(a+b+c+d+e) + $21,000,000 f_
Personal income, taxable

residents of district,
site-dttributable

= $23,000,000

Personal income, taxable
residents, district $1,000,000,000 *Section ZIA

Percentage of-- personal

income, district, .f.../

site-attributable

= 0.023

.

_

.,

Residential property tax Local Tax
revenue, 'district. x $10,000,000 Assesior

Residential property tax
revenue, site-attributable

,

= $ 230,000

C..; Commercial Property Tax RSvente
25

(Derived frOM spehdingby site-attribUtable
employees.in county or SMSA.)

VARIABLE OPERATION SAMPLE SOURCE

No. farm employees, county
SMSA (excluding district)

Avg. W&S, farm employees
Personal income adjustment .

-x

x

7

6,000

1.25
BEA
BEA

a) Direct persdnal income
Net multiplier ,

= $ , 52,500

0.5
...

B
1) Induced petsonal income,

from farm employees

`No. commercial employees,'

county or SMSA
(excluding district)

Avg. W&S, commercial
emp l oy ees . -' '

,

Personal income adjustment.

_.4

,

x
,

26,250

.

2450

8,000

1.25
BEA, Census

BEA
b) Direct perSOnal income

Net multiplier
=

x

$ 24,500,000

0.5 BEA
2) Induced person fl income

from commercial employees .

. $412,2*,000_ .

,.

.

64.
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VARIABLE * , OPERATION SAMPLE SOURCE

NO.-industrial employees,'
county or SMSA ,

(excluding district)

----

1225

.

Avg. W&S, industrial BEA, State
employees x $ 16,000 Labor Dept.'

4

Personal income adjustment 1.25 BEA
c) Direct personal income = $ 24 500,000

Net multiplier
-3)

x ' .0.5 BEA
Induced personal income = $ 12,250,000
from industrial employees - r"

No. working spouses 700 BLS
Avg. WEIS, job x $ 12,000 BEA
Personal income adjustment x 1.25 BEA
d) Direct personal income = $ 10,500,000

Net multiplier x 0.5 BEA
4) Induced personal income

from working spouses
= $ 5,250,000 .

Direct personal income, site
emp195mcs, county-or SMSA-
(excluding district) ,

(a+b+c+d)

_ .f.

$ 60,000,000

,

Induced persohal income,
site employees, county or -

SMSA (excluding district) ,
.

(1 +2 +3 +4) $ 30,000,000

Direct and induced personal
income, employees in tax-
able residences, district + $ 32,000,000 Section IVB

Total personal income,
site-attributable

=

.

$122,000,000

Percentage of personal in-
come spent on retail goods . Census
and taxable services x 0.6 Natl. Avg.

PerCentage-of purchases'of
retail goods and taxable
services spent iff4district x 0.25 -

Consumption, district,
site-attributable

$ 18,000,000

. .

Total consumption, district $880,000,000 Census

Percentage consumption,
site -aittribuiable

. 0.02

Commercial property tax Local Tax
revenue, district x 4,000,000 Assessor

Commercial property tax reve-
nue, site-attributable

= 80,000
a
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D.-General Fund State AO
4

VARIABLE . OPERATION SAMPLE SOURCE
ADA site-attributable 928 (
Non-categorical State hid - '; State Ed.

per pupil x $ 600 Dept.
a) Non-categorical State .

aid, site-attributable
'= $ 557,000 \

ADA, site-attributable 928
-TOtal ADA - 40,000

Percentage of ADA,

site-attributable
= . 0.02

i
Categorical State aid -- x $ '1,000,000 , LEA
b) Categorical State ai4,

site-attributable
= $ 20,000

Total general fund State aid
(a+b) $ 577,000

E. Miscellaneous 'Other' Local Revenue

VARIABLE OPERATION 1 SAOPLE SOURCE
If function of ADA:
ADA, site-attribikable 928
Total ADA 40,400 s LEA
Percentage of ADA,

site-attributable
= 0.02

Miscellageous other local'
revenue, district 3,000,000 LEA

a) Miscellaneous revenues, . 60,000

If f action of revenues
collected:
Percent of residential
property tax revenue, com-
mercial property tax reve-
nue, and general fund State
aid, site-attributable

.

, 0.012

Sections
IVB,

rvc,

IVD
Interest income, .

site-attributable x $ 1,000,000 LEA
) Interest income,

site-attributable

f function of personal
income:

. 12,000

Percentage of taxable
personal income,
site-attributable 0.09 A
venue, lcical income tax 1,000,000

) Income tax revenue,

site-attributable

otal miscellaneous "other"
local revenue,

site-attributable
(a+b+c)

=

%.

90,000

1$ 162,000
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FOOTNOTES To THE ECONOMIC IMPACT MODEL

The income of induced employees residing in the district.

*

(Total 440, Co unty or SMSA + Total -

proprietors' Income, County or SMSA) x ferson# al income adjustment
;No. jobs, County or StipA

BEAIPersonal Income data by county or SMSA was available only for
1978. All person income figures throughout the model were updated
to 979 by a the State-wide rate of increase in per capita
income from 1 8 to 1979.

1/ The number of induced jobs, rather than the number of induced
employees, was'calculated ,because data on the number of jobs were
available for the county. and SMSA, wherehs data on the number of
employees were not. Since the multiplier effect is assumed to occur
within a county or SMSA (depending on the; areal, the Commisspn felt
it important to use data, that were reliable at that loal level.
Though the number of induced jobs exceeds the number of induced
employees (some employees hold m6re than one job), the model's
estimate of induced ADA is not likely to be biased. The bias 4n,the
jobs variable is neutralized when the number of jobs is multiplied
by the ADA per job ratio. The model's estimate of the number of
induced ADA, therefore, is not affected by t use of data on jobs
rather than employees.

This figure was determined differently for each case because of the
'differences in the availability of data::

;Douglas School District:
' (Total..ADA, Pennington and Meade Counties

- on-base Ellsworth military ADA)

(Total Jobs, Pennington and Meade Counties
- Ellsworth military employees living on base)

Bellevue School District a nd Chambersburg Area School District:
(ADA/Population, School District)

x (Population/Jobs, County or SMSA)

Escambia County School District:
(Total ADA -.military connected ADA, Escambia County)
(Total jobs- military jobs, Escambia County}

The Commission-model uses both the State average of per-pupil
expenditures and the weighted average of per-pufal'expenditures for
the comparable school districts. The need forConsistent, uniform
data prompted 'the ,Commission to use statistics compiled at the

Federal level. his meant that SAFA data on State per-pupil expend-
itures'h be updated and that States' data. on comparable dis-
tricts' per-pupil expenditures had tobe standardized by applying
Federal data. In addition,'Federal revenues Mich are taken into

#

1
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accountiby SAFA and the State education departments in determining
per-pupil expenditdres) had to be subtracted from both figures
because the model does nOtConsider Federal contributions to the
revenue of the local educational ageAcy.

To determine the State average per -pupil expenditure, SAFA data from
FY 1978--the most recent year for which data was availale at the
Federal level had to be updated to FY 1979'. This was done by using
data from the State educationdepartments to determine the rate of.
increase in per-pupil expenditures from FY 1978 to FY 1979; this
rate of increase was then applied to the SAFA data from.FY 1978 to
obtain figures for FY 1979.

To determine the weighted average of pei-pupil expenditures in the
comparable districts,., the model had, to standardize State data for
the comparable dritricts because each State defineS,purrent expendi-
tures differently. ske, data on 'State average per-pupil expendi-
tures was compared to similar State data, and the result applied to
State data on comparable districts, in the following/way:

State average per-pupil expenditures,,SAFA,
, State average per-pupil expenditures, State

x Weighted average of per-pupil expenditures,
districts, State, FY 1979

FY 1979
, FY 1979

comparable

The above operation, applied to each State's data on per-pupil
expenditures, yielded a standardized estimate of per,pupilexpendi-

, tures for the comparable -districts.

The results of the operation discussed above are per-pupil expendi-
ture figures for the State and for comparable districtethat include
contributions from Federal, State,. and local sources. Because the
model considers only non-Federal revenues, thederal component of
per-pupil expenditures had to be subtracted..I This was done by
computing the percentage Of State average per-pupil expenditures (as
determined by SAFA) that derived from Federal revenue in FY. 1978.
This percentage was then subtracted from the per-pupil expenditure
figures calculated above for FY 1979 to yield per-pupil expenditures
from non- Pederai sources.

The comparable districts used to determine the per-pupil expenditure-
figure were approved, in two cases, by he U.S. Department of
Education and in the two other cases, by the State departments of,,,
education. Because the local contribution rates for Bellevue and
Douglas under Public Law 874 were determined on the basis of compa-
rable districts, the U.S. Department of Education was required by
regulation to approve the choice of these districts' according to
extensive criteria Such as the number of students, the assessed
valuation of district property, and the mill rate in the district.

6.40
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The Commission model relied on data from these districts in estimat-,
` ibg per-pupil expenditure figu4rea for Bellevue and Douglas.

.\,.,

For Escambia County, the-Commission relied on the classification '

scheme used in the annual report of the Florida Department of
Education. TheDepartment divided, Florida's districts into five
groups on the basis of five criteria: population size, average
*family income, percent urban, median education, and number of white-
collar workers. The Commistion then selected the non-federally-

. impacted distriCts froth Escambia County's group as the comparable
districts for the case study.

For Chambersburg, the Commission requested the Pennsylvania Depart-
went of Education to' selec( five comparable districtslibn the basis
of U.S. Department'of Education criteria.

The comparable districts used by the Commission model to estimate
the per-pupil-expenditure for the districts-studied were the fol-
lowing:

Bellevue: Auburn, Beatrice, Fairbury, Geneva, And Seward.

Chambersburg: Harrisburg City, Mifflin County, Warreb'Ccunty,
Wilkes-Barre, and Williamsport Area School District.

-Douglas: Brookings; Huron, Lake Central, Miller, Z(11 VerMillion.

Escambia'County4,Charlate, Collier, Indian, and Polk.

The personal. income adjustment is the ratio of Federal employees'
total personal income to their wages and salaries. Total personal..
income consists of the sum of non-wage income apd wages and sala-
ries, minus social security tax payments. Noil&age income includes,
other Labor income '(primarily contributions made by employers to
,private pensions, health, and welfare funds), and dividends,.inter-
est, and rent received.

The datesithat were used statistics on wages and salaries (W&S),

other laBor income (OLY), -dividends, interest and rent' (DIR), and
Social Security taxes (SST)--are available for county employees, but
not specifically for Federal employees. The only data available
from BEA for Federal employees consists of W&S and OLY combined into
one figure. To make the calculations necessary to determine a
personal income adjustment for Federal employees,the model assumes
that the constituent& of total personal income listed above are the
same-and of the same proportions--for Federal employees as for.

employees throughout the county.

Federal W &S is determined by multiplying the sum of Federal W&S and
OLY by the ratio of county W&S to county W&S and OLY. Federal OLY
is then the difference between the sum of Federal W &S and OLY, and

2
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Federal W&S.- Federal DIR is estimated by multiplying the county DIR
by the proportion of. county W&S,'OLY, and propvietors' income that
is comprised by Federal W&S and OLY (DIR is assumed to be a function
of W&S and OLY). Federal SST is estimated by multiplying county SST
by the proportion of county WO and proprietors' income composed.of
Federal W&S (SST is assumed to be a function of W&S). ((Total
Proprietors' IT:Come Prop. Y) is used in the determination, of

''-Federal DIR and SST because Proprietors' DIR and SST are part Of
the county figures and should not be attributed to wage and salary
employees.)

The results are estimates of th components of total personal income
for Federal employees. The ree kinds of income are then added
together, social security taxes subtracted, and the result divided
by W&S to yield the personal income adjustment for Federal employ-
ees. The personal income adjustment for Non-Appropriated Fund
emplOyees is less, however; because it is ealculated without consid
eration of OLY, since Non-Appropriated Fund benefits'are minimal..

_Personal Income Adjustment:
a

Sample (Millions)
4

Wage§ & Salaries, total, county

Other Labor Income, total, county
AS, county,

-
..AS + OW, Federal4.4.r d;

,a) W&S, Federal

, AS+EOLY,Federal'
AS Federal; -s

b) Other LaborIndome, Federal

X
71-

$4Q

.440

110

100

110

100

10
t t

AS + OLY, Federal ,-
.,- 110

AS + OLMcounty
+ Proprietor's Income 500
l

Dividends, Interest, & Rent, county X 90
c) DIR, Federal = 20

W&S, Federal : 100
. W&S, county + Prop. Y, county .

470
7 Social Security Taxes, county . x -- a3
d) SST, Federal. . = 5

1

a 100
b. 10
c '+ 20

5

-Personal Income 125
.

.

Wages & Salaries 100

Personal Income Adjustment- 1.25

642
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7/ The multipliers for three of the four case studies were obtained
from theBureau of Economic Analysis. For the studies of Bellevue,
Chambersburg, and cambia County, the Commission relied on BEA
findings,of the range of multipliers that could conceivably apply to
4nilitiky employees, civilian euloyees, Nion-Appropriated Fund
employees, and spouses of these_ employees. detftmines these
multipliers from input-output models it has-deshned in studies for
the Departmentrof Defense.

The Commission did not use BEA data on multipliers in its study of
Douglas because BEA had not conducted any studies Of areas with
commercial sectors as,sMall as Douglas'.' The Comm+esion determined
the multipliers forDouglag by applying the Keynesian formula that
provides the conceptual basis for more intensive, complex approes
to estimating multipliers. This formula underlies multiplier theory
and is applicable--assuming the availability of data--to all
regions.

The multiplier effect from introducing income into a region in-
creases as the percentage of income that is spent in the region
increases. That is, the higher the proportion of income that is
spent locally, the larger the multiplier:

c
* ,

MUltiplier 1/1 - marginal propensity to consume locally

In more self- sufficient urban economies, a relatively high propor-
tion of income is likely to be spent locally by both consumers and
by businesses making intermediate purchases. In rural economies
uch as Douglas', consumers and businesses:re likely to spend a

aively small percentage of their income in the local economy.
Mul pliers, as a rule, 'are higher in urban areas than in rural
areas.

In Douglas School District,. where theie are only 24 commercial
establishments, averaging an estimated $194,790flin annual sales,
very few of the receipts from consumer purchases are re.-spent infi

Douglas by,the commercial establishments. "Virtually all the'stores
are small retail establishments or commercial offices that make
their intermediate or Toalesale purchases either in Rapid. City
(population: 52,070), which is 10_miles-away, or outside the area.

The only local consumption in Douglas, therefore, is done by consum-
ers, not by businesses. USing ,the Keynesian formula to estimate the
multipliers for Douglas requires `simply a determination 'of con-

-

suTers. total income and the amount that they spend within the
district.

The Commission estimated the amount that military em ees spent
Douglas by multiplying the total sales intDouglas by the ropor on
of purchases in the local economy,that were made by milita y ploy-
ees. The percentage of local consumption by military ployees
was determined by first estimating the total consumption of both
military families and all families living in, the dis rict, using



APP G-37

national data on the percentage of income spent on consumption.
(Total Personal Income x Consumption, U.S/Income, U.S.). On-base
purchases attributable to these military families was then subtract-
ed from total military consumption. The result was the ratio of
off-base military purchases to purchases by all district residents.
This figure was then multiplied by total sales in Douglas, which was
estimated from U.S. Census data (see note. 17, infra).

The complete procedure for estimating-the military multiplier. was as
follows:

Multiplier

MCPL

Consumption
'in Local

Economy

Military
Consumption,,

Douglas

)/1 -.Marginal propensity to'consume locally, oll:PL)

,= Cons in local economy /Personal income

= Retail sales and taxable services, Douglas
x (Military consumption, Douglas/

Total consumption, Douglg)

= Total personal income, military on
x Consumption, U.S./Income, U.S.

On -base sales attributable to:military
on base apd in district

base and in district /

The multiplier for civilian employees -was' determined in similar.
fashion, except that no base sales were attributable to civilian
employees. The proportion of local consumption done by civilian
employees was therefore higher than that done by military employees,
resulting in a higher, marginal propensity to consume locally and,
ultimately, a higher multiplier.

8/ Of the four ,bases_studiedi only Pensacola Na'al Air Station ?dad
firm data on the number 'of contractors working on base. For the
other three bases, the number of contractors was estimated from
other data. The most i4ortant variable is base-connected ADA, a
statistic collected by SAFA that includes the number-of children
whose parents are contractors working on base. The number of jobs
on base (including contractors) and the number of working spouses
associated with employees' at thsse jobs is determined with the
.jobs/ADA ratio (discussed in noteR,'supra). To isolate the number
of contractors from this group, the number of now-contractor
civilian employees, their working spouses, and the ,working spouses

..400F761-. of thecontractors are subtracted. The following operation illus-
trates this procedure:

Base-connected ADA, civilian -

x (jobs/ADA) ,

Base-connected jobs + Working spouses

Base-connected Civil Service & NAF employees
+ their working spouses
Contractors' + their working spouses

Workin9, spouses

Contractors e

9/ Total mg, County or SMSA -

No;"jobs, county or SMSA (excluding proprietors)

(

64

11

3

1

I

1
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10/ For civilian employees the model assumes that working couples choose
where to locate on the basis of the husband's place of employment.
he personal income qg the non 7base-4ttributable working spouses of
the female civilian employees/ therefore,-'is not included in the
calculations because the model assumes that the couple would have
located where they did whether or not the base had been established.

The number of working wives of base employees was estimated from
data on the number of male employees on base, the percentage of
males that are married (either on base or in the State, depending on
what data was available), and the percentage-of wives in,the State
who work. The following operation show; -the procedure used (sources
of the data are in parentheses):

% .
.

Number`of'male employees, base (Base)
x Percent of"males married (Base or BLS)
x Percent of-wives who work (BLS)
,Ig Number of working wilts of base employees

11/ Both male And female working. spouses of military employees are
included in'the model ,because the locational decisionb for these
temiliee_are made by the Federal Government. The operation for
calculating the number of working spouses of military employees adds
a determination' of the number of working husbands to the prodedure

-- used in.note 10,supra, to determine the numberof, working wives.
That additional'procedure, like theoone shown in note 10, relies on
data on they number of female military employees, the percentage of
females that aremarried (either on base orin the State, depending
on what data was available), and the percentage of husbands in the

State who work; It is shown below (sources of data are in pafen=
theses) :

Number of fatale military employees, base (Base)"
x Percent female married, base (Base or BLS)

.x Percent of husbands who work (BLS)
= Number of working husbands

.

When base InfAmation has been available On the number of married
couples working at the base,.the number of working spouses has been
adjusted downwards.--Elisworth Air Force Base in Do glas School Dis-7
trict and nsadoIa Naval Air Station in Escamb a County School
District prov ded these data. Since the number of such couples is
relatively sill 1 (less than three' percent of base employees at
either. base are marries to other base employees) , there 'appears to
be little bias in the results foi bases without data.

12/ For all_districts except Douglas, the itsodel assumed tha induced
employees were as likely,.as other employees in the area to reside
in the district. That is:

inoqed employees, = population, district
livitgoin.ldistridt 'population, Codnty or SKSA9''
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In Douglas School District, the model assumed that induced employee
were as likely as civilian base employees to'reside in the district.
This assumption was made because of the extremely rural nature of

...1

Douglas, where it was unlikely
outside the district /wild
determine the number of
follows:

No. induced employees,
living in district

The model also assumed
family was the same in
SMSA. This made it

that any
live- in the

induced employees

= Civil servic
district

commercial employees working
district. The operation to

living in Douglas was as

employees, Total Induced
Employees

Civil service employees,
base

that the 'number of school-age children per
the district as throughout the -county --

possible to estimate the population of the
district:

Population, = Enrollment, district
x Population, County or SMSAliving in Enrollment*, County

district or SMSA

In Douglas, this procedure was applied.only to off-base population
because data for on-base population was provided by the base.

Since Esbambia County School District is coterminous with the
county, exact population flukes were Uvailable.

The years for which data were available varied.with the district.
In Chambersburg, enrollment data f9r 1975-76 were used. In Belle-
vue, data f 1977-78 were used. /In Douglas School District, data
for 1978-79 ere used. It is unlikely that the ratio of enrollment
in the distr ct to enrollment in the area would vary significantly
from 1975 t 1979. The latest year for which population data for
the county or MSA were avail able was 1978.

13/ Though the pr educe for determining the taxable personalincome of
each distric was basically tbp same, this procedure was modified
in each cap study because of the differences in the availability
of data

Bellevue S ool
Distribt

Population, district
Base-connected-ADA x (Pop. /ADA), district

x Per capita personal income, SMSA
Personal i ome, non-base-connected

taxable sidents, district
Persodal income, taxable basd-connected

reside ts, district.
Pere income, taxable residents, district
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A

Chambersburg'School Population, district
District Base-connected)MAx (pop./ADA), district

Low -rent. housing ADA x (pop./ADA), district
x Per capita. personal income, couhty

Personal income, non-base-connected taxable
residents, district,

Personal income, taxable base-connected
residents, district

Personal income, taxable residentd, district

Douglas School
District

Escambia 'County

School District

Non-base-connected ADA, district
x -(Pop./ADA), district
x Per capita personal income, county
= Perabnal income, non-base-connected taxable

residents, distiict
Personal income, taxable base-connected

residents, district
= Personal Income, taxable residents, district

Personal, income, county

- Personal income, non-taxable residents
.Personal income, taxable residents, district

14 / The model uses the ratio of sales-to-income to determine the con-
sumption-to-income ratio. It applies national data on sales and
income rather than local data in order to reduce the bias in these
estimates. Local data on commercial sales depend on the degree of
commercial concentration in the area and is not always likely to
reflect'the consumption of just the residents. In areas of greater
commercial concentration; the ratio of sales to income is probably
higher than the true consumption-to-income ratio for the residents
in the areal conversely, in areas of less commercial concentration
this method would yield a consumption-to-income ratio that is prob-
ably lower than the true ratio. In Escambia County, for example, an
area of high concentration, the proportion of retail sales and
taxable, service receipts to 'personal income is 72 percent--13
percentage points above the national average of 59 percent. In
neighboring Santa Rosa County, however, it 44,44,percentr-15 per-
centage points /below the national average. It is -Unlikely that
residents' of Escambia County spend 72 percent of-their income on
retail goods and taxable services while residents of adjacent-Santa-

.

Rosa County spend only 44 percent.

15/ Method' used to determine on-base purchases of countyror SMSA resi-
dents varied with the nature of the area in which the base was
located and with the availability of data. The general approach was
to multiply total on-base sales by the percentage of military and
military retiree-income in the area that was made up by the income
of military residents of'the county or SMSA.

6
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In Bellevue,.the purchases of military employees throughout the SMSA
were considered because the model assumed that all shopping of SMSA
residents took place within the SMSA. 4

In Chambersburg, Letterkenny'Army Depot has no commercial establish-
ments, but military employee *from Letterkenny can shop at Carlisle
Barracks, in nearby Carlisle.

In DouglaS, the model assumed that the only customers at stores in
,Douglas would be residents of the district or families living on
base.

In Escambia County, military employees throughout the county (but
not the SMSA) were considered because of information from Eglin Air
Force Base showing that military reSidents>of Santa Rosa County
(which is part of the Pensacola SMSA) were more likely to shop at
Eglin than at Pensacola Naval Aix Station.

Bellevue School District:

Military payroll, SMSA
Military payroll, total
+ retirees' income (SMSA)

Chambersburg School District:

x Total on base sales

An informal survey by base staff revealed that military employees
do 30 percent of their consumption at commercial establishments on
Carlisle Barracksin a neighboring county.

Douglas School District:

Military payroll, on-base and district
x Total on-base salesMilitary, payroll, total

Escambia School District:

Military payroll, County'
Military, payroll, total
+ retirees' income, County

x Total on-base sales

16/ For all districts except Douglas, the model assumed that resident's
of the county or SMSA did all their shopping throughout the county
or SMSA, respectively, and that these same residents wire the exclu-
sive patrons of commercial establishments in the district. The
model determined the percentage of these residents' purchases that
were made within the district by dividing the amount of total sales
in the district by the amount of sales in the county or SMSA. That
is:

Retail Sales and Taxable SerVices, district
'Retail Sales and Taxable Services, county or SMSA

Data on retail sales and taxable services is available from the
Census Bureau for counties, SMSAs, and cities with popullations of
2,500 or over. In Douglas, however, the-only town--Box Elder--had a

9

1
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population Of just 865 in 1978. The amount of retail. sale and
taxable- services for Box Elder (the figure in the numerator iie)

had to be estimated from other Census data.

Pennington County, in which Box Elder is located, is a rural. area
with one major tOwn,.Rapid City, which has a population of $2,070.
The commercial establishments in the county outside of Ral4d City
are similar in 'size to the establishments in Box Elder. To estimate
the amount of sales in Box Elder, the___Commission fiist determined
the average sales per establishment in Pennington County, /outside
Raptd City. The Commission then multiplied the number of esitablish-
ments in Box Elder (a figure obtained from school district offi-
cials) by the average amount of sales per establishment in the
county outside Rapid City to obtain total sales in Box Elder.

The total purchases made_by those who shop 14 the district (reflect-
ed in the denominator in the ratio above) 'also had to 1)4 treated
differently for Douglas. The model assumes that the only purchases
in Box Elder are made by residents of the district becamie of the
extremely rural nature of the area. The denominator, theref e,

should-reflect only district residents' total purchases of reta
goods and taxable services, rather than purchases by residents
the county or SMSA.

17/ Retail sales and taxable services data for 1977 was updated to 1979
by applying the percentage change in personal income for the county
Or SMSA from 1977 to 78 and the percentage change in personal income
for the State from 1978 to 79.

18/ Includes property taxes on utilities.

19/ The method Ls the same as that used to determine the number of
wohing,spous-connected with the. base (see note 10, supra). All
data is from BLS.

20/ Does not include tax on residential structures. In Chambersburg,
the amount of agricultural tax revenue per acre was estimated by
local planners. In Douglas and Escambia County, the tax was based
on the total agricultupl tax revenue divided by total numbei of
agricultural acres.

21 ,In Bellevue, commercial and industrial tax revenue per acre were
derived from estimates of the total'revenue produced-by each type of
land use dividedby the number of acres. Data limitations'in
Escambia County precluded distinCtions between commercial and
industrial acreage. Therefore, the model took an average from both
types of land use to determine the amount of tax revenues and the
number of employees per acre associated with commercial and indus-
trial land.

22/ The residence of alternative use employees was projected for the
district and the county or SMSA, but not for the site itself.
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23/ Alternative use
,patterns as base

Percentage
of induced
income

accruing to
district

residents
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employees are-tssumed to have the dame commuting
civil service employees.

= Percentage change in population, site employees liv-
ing im the district, from current to alternative use
Percentage change in population, site employees living
in the county or SMSA, from current to alternative use

X Current percentage of total induced personal income
accruing to district

25/ Becaude employees who shop in the district may also shop on the site
if it houses commercial facilities, the model would be double-count-
ing employees' contributions to commercial property tax revenue if
it were to separately consider commercial tax contributions from /
alternative use employees and frOm facilities on the site itself.

This was not a concern in Douglas and Chambersburg, where there
would have been no commercial facilities on the site. In Escambia
County, it was not much of a concern because alternative use was
considered prospectively, i.e., the model assessed what would
happen to the site if the base were to close in the near future.
Empirical studies of base closures by the Department of Defense have
shown, for. the most part, that closures have scarcely affected local
retail trade in the short run and have resulted in strengthened
retail'trade in the long run. (See especially John Lynch's Local

-Economic Development After Military Base Closings 288, 1970, and
David Mackinnon's *Military Base Closures: Long Range Economic
Effects and the Implications for .Industrial Developments in AIDC
Journal, July, 1978.) The model, which considers developments over
the long run, therefore assumed that the commercial sector off base
in Escambia County would not have been changed under alternative use
and that the amount of commercial property tax revenue in the dis-
trict would have increased in the long run by the amount yielded by
commercial establishments on the site.

In Bellevue, it is likely that the concentration of commercial
establishments under alternative use would have been different from
what it is now. As a result of the Federal presence, the commercial
sector is little developed along Highway 73-75, which is probably
the most desirable location for commercial establishments in Belle-
vue. Offutt Air Force Base owns property along one side of the
4ighway and the other side has been placed under commercial restric-
tions at the request of the base. ' The model assumes that the focus
of commercial activity in Bellevue under-alternative use would have
shifted to this part of town. It therefore considers just the
commercial property tax contributed by facilities on the site
itself, which would have included substantial contributions from
non-site employees as well as site employees.

f/ See note 23, supra.

I

12/ Percentage change in total consumption, district residents
Percentage-change in total consumption, county or SMSA residenth

x Current .percentage of consumption done in district

650
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.SUMMARY OF THE ADMINISTRATION'S TESTIMONY
BEFORE THE COMMISSION

The Commissioner of Education, testifying before the Commission in
Washington, D.C. January 31, 1980, on behalf of the Secretary, gave a
statement asserting:

(1) that) since' Federal installations are actively sought by communi-
ties, fully knowing that Federal property'is tax exempt and that new
worker; and their families may require additional services, the
assumption must be made that most communities consider.Federal activi-
ties a net economic plus;

(2) that, since part of the problem is that, the financing of local
educational agencies has been tied to reliance upon property taxes
and, therefore, local educational agenc es generally cannot tax the
wealth brought in by Federal expendit es, this can be viewed as an
ineffectiveness of the State-and local ed rational financing systems
and not necessarily a responsibility of the Federal Government;

(3) that, since the Federal *impact' entitlements far ov4rstate local
need, the Education Department is proposing, as part of its FY 1981
budget procedures, 'modest' reductions in 'A' payments and *drastic"
reductions in 'B' payments;

(4) that there is little justification for 'B* payments in that most
"B" children live in private residences subject to regular property
taxes and that, in the case of children in public housing, the Federal
Government initially provided capital funds to help ,eradicate slum
housing which, while producing little in property. taxes, provides
in-lieu of tax payments to local governments; and

(5) that, under the Education Department proposal, based upon fiscal
year 1980 payment schedules, -a local educational' agency would, in
prder to be eligible for any 'A' payment, pave tomhave had a fiscal
1980 mAm payment equal.to at least 2.5 peent of its total current
operating expenses; and, in order to be eligible for 'B' payments, a
local educational agency would have to have had a fiscal 1980 payment
equal to atleast-Wive percent of its current expenditures; and, in
addition, no local educational agency could receive a fiscal 1981
payment in excess of its fiscal 1980 payment.

Under the fifth point above, the Education Department testified that 81
percent of school districts within local educational agencies which
would lose their entitlement on the basis of 'B' children under the
Administration's proposal would suffer a loss which is less than one
percent of their total expenditures. No local educational agency

6 01
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would lose more than five percent of its expenditures. Also, 94 percent
of districts within local educational agencies cut out by the proposal
would suffer a loss of less than two percent of their expenditures.
Only one percentAof those local educational agencies losing their Impact
Aid funds would absorb the full five percent.

Subsequent revisions to the Education Department's budget request
submitted in March 1980 would 'make the total amount available under
section 3(a)'and section 3(b) 70 percent of the 1980 level, in effect
reducing payments by about 30 percent. In the original budget announced
in January 1980, an amount equivalent to the 1980 level would have bden;
available for payments to these local educational agencies. In all
Other areas, the revised 1981 budget for Impact Aid is identical to the
budget announced in January.

Witnesses representing the Education Department appeared, at the request
of the Commission, a second time at the Commission's final hearing in
Washington, D.C. on May 28, 1980. In preparation for that hearing, the
Education Department was requested to elaborate on its position support-
ing a reduction in Impact Aid as presented.by Commissioner Smith in'tis
January 31, 1980, testimony.

The Commission requested 'a' discussion of the Education Department's
policy toward Impact Aid withar regard for budgetary considerations.
Specifically, the Commission was interested in the Depa tment's position
with regard to each of the following issues, which the 6--"i,ssion agreed
would be areas on which it would make recommendation in its Report
to be submitted to the President and the Congress Sep.-..er 1, 1981.
Those issues are:

(1) The kinds, 6f ownership and use of land by the Federal Government
which warrant consideration in an Impact Aid Program, including, but
not limited to, Indian lands, low-rent public housing, post offices,
and leasehold interests;

(2) The criteria, if any, which school districts should'satisfy to be
eligible for Impact Aid;

(3) Whether in-lieu of taxes payments from other agencies should be
taken into consideration in determining the amount of Impact Aid
payments;

(4) Compensation for the increased costs caused by sudden and substan-
tial enrollments resulting from Federal activities;

(5) Whether the present provisions for including children of Cuban
refugees s ould be expanded to include Indochinese refugees and
children of undocumented aliens;

.(6) Whether local educational agencies should be compensated for the
coats they incur in complying with Federal laws and regulations;
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(7) The method of calculating' the amounts to which local educational
agencies are entitled;

(8) The obligation of the Federal Government with respect to the
education of federally-connected children/

(9) State treatment of Impact Aid payments in their programs of
payments to local educational agencies, including equalization plans;

(10) The treatment of federally-operated schools for military depend-
ents; and

(11) Priorities in allocating funds when appropriations are insuffi-
cient to satisfy all entitleients.

That request also noted that the EduCation Department's position on each
of these issues was essential to a fair and thorough consideration of
the Impact Aid Program.

The evidence submitted in response to that request at the hearing can be
summarized as follows.

The Department began by Stating that it is- not possible to explai
departmental poligy on Imgact Aid without regard to budgetary consid
erations, as requested by the Commission, stating that many of
issues raised by that request have direct budgetary implication
especially during a period when the Administration and the Congress
committed to eliminating the deficit in the Federal budget.

The. - Department testaified that arguments presented during prev us
testimony represent \he central reason for reductions proposed by the
Education Department. Three points were made:

(1) Piyments are made to local educational agencies which appe to
suffer little or no burden and may even benefit from Federal ac ivi-
ties. Impact Aid payments to these local educational-agencies- with
low percentages of Federal children--are small when compared with
other revenues. In districts where Impact Aid __students const toted
fewer than ten percent of 41 students, Impact Aid payments av raged
less than one percent of the amount of revenue received from St e and
local sources. Local educational atncies with lightly acted
districts are much,less dependent on mpact Aid funds than eavily
impacted ones and could adjust to the elimination or re uction
of these payments without suffering any undue-hardships. The e local
educational agehcies with lightly impacted districts tend to e at or
above State average property wealth suggesting that the a local
educational agencies receiving Impact Aid have not been sign ficantly
burdened by Federal activities.

4,
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(2) .Payments are made under Impact Aid to children who are not associ-
ated with a substantial burden that is federally-imposed .upon a
local educational agency. Some "B" payments are made despite the fact
that they are for children whose parents live on property which is
subject to regular property taxes and whose income is subject to State
and local taxation. Other payments are made for public housing
children despite the fact that public housing is locally rather than
federally-owned and the Federal Government provides substantial aid to
the-communities in the form of housing subsidies, debt service guaran-
tees, and in-lieu of taxes payments.

(3) Methods used to calculate entitlement based on local contribution
rates have been criticized as imprecise, resulting in considerable.
windfall payments because they rely on criteria that may fail to
reflect the impact of Federal activities. The comparable district
method provides a poor approximation of what local education costs
would have been in the absence of Federal impact. In effect, local
educational agencies areable to maximihe their Impact Aid payments by
selgoting the most favorable districts for comparison.

The Education Department continues to conclude that, based on available
information and in the absence of any data to the contrary, entitlements
under the existing law far overstate the actual burden imposed by the
Federal Government. Compensation for Federal, burden is the central
reason for the existence of the Impact Aid trogram, the Education.
Department asserts; Impact Aid is not a general program of aid to

' education.

In response to questioning on the number of children of military person-
nel that would be eliminated from the Impact Aid program, the Depaftment
stated that in eliminating payments for two-thirds of the "8" children,
234,000 of the 341,000 military "B's" would be eliminated.

Responding to the observation that a local educational agency might
refuse to edicate federally-connected children if 3(a) payments are
reduced sufficiently, the Department stated clearly for the record that
it does not want to move in the direction of more section 6 schools.

The Department also stated that the Impact Aid Program does not carry as
high a priority as some other education programs as regards the overall
education budget. The major priority is equalizing educational oppor-
tudity for disadvantaged studen, which places a greater emphasis

on funding categorical programs.

sz, 4
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SPECIAL BURDENS LOCAL EDUCATIONAL AGENCIES SEAR
BECAUSE OF A FEDERAL PRESENCE IN THEIR COMMUNITY

This appendix is a sUhmary of hearing testimony regarding special
burdens local educatiohal agencies bear beciUse of the Federal presence
in a community. These situations are addressed: the effect of a highly
mobile military population, the special problems of sparsely populated
school districts, and the effect of energy development in western
States, which is taking place in many cases on federallyrowned land.

Tliu Military and Mobility

Tile Fedeial Government, as an employer, transfers personnel from one
installation to another to accomplish Fedbral policy. _This is especial-
ly true of the defense establishment. Because of this mobility, the
Military presence in a.community causes impacts over and above the basic

-Ctst .of educating military dependents. Serving a fluctuating, mobile
population affects the resources of a local educational agency. Also,
mobile students have special educational and psychological needs.

Constant turnover in a local educational agency's enrollment creates
!both financial and, administrative problems. A school with an enrollment_
of 1,150 students--1,000 of them being military dependents--can has
20 to 30 percent turnover in yne year.- Local educational agencivs must
replace textbooks, workbookp and other materials--in some cases'up to
15 percent of their supplies yearly. Of the nearly 90 local educational
agencies testifying that fluctuating enrollment due to a military
presence was creating administrative, clerical, and personnel problems,
over 60 percent or two-thirds of them further, testified that those
students connected with the military needed diagnostic testing, remedial
teaching, counseling, or special education. Providing an integrated,
sequentially developed curriculum and testing program for students
entering or leaving during a school year costs a local educational
agency time and money because additional paperwork, bookkeeping, spe-
cialized teachers and instructional aides, and materials are required to
serve those students. In addition, local educational agencies find long
xange planning difficult when many students enter and leave during a
sauiool year.

The freqhency, suddenness, and unpredictability of military reassign-
ments can cause serious social and psychological stress on military
dependents :y This stress contributes to the instability of the family
and a lack/of commitment to become involved in the community. Also,
family patterns are often nonstandard. For example, many students live
in single-parent households because the second parent is on extended
duty on ship. These students frequently.have lengthy absences from
school while the family moves from one base to another or from one
Government project to another.

6
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Poverty is not .uncommon to military families,- Lower military ranks
frequently live in public housing and use food stamps at'commissaries.
In addition to the needs of military dependents, these children bring to
school the special needsof the disadvantaged student.

A significant number of military parents are mariied to non-English-
speaking spouses, which can cteate learning problems for the chillien.
These children lack a sufficient command of English and experience
difficulty in classrooms because English is not spoken at home. It is
sometimes necessary for a local educational agency impacted by a mili-
tary installation to establish special language programs to meet the
needs of foreign borhlitary dependents and military dependents of
foreign nationals.

Many military children travel through two or more school systems annual-
ly.. This interrupts a_child's sequentiallyAeveloped learning experi-
ences. Each time a child changes schools, the child is exposed to
different texts and different techniques. Education programs which are
not consistent from area to area can cause children to arrive far behind
or ahead of new classmates, generating a traumatic dislike for school
which impedes adjustment. Special help is usually required in reading
since a move often involves a change in reading series. A child may be
frustrated when introduced to a new reading series, needing special help
for vocabulary and reading skills. Classroom teachers do not have the
extra time to meet these individual needs, though instructional aides_
may help a child to catch up and progress normally within a grading
period.

More testing for grade placement, achievement, and special education Is
required for highly mobile students because mobility increases the need
for remedial assistapg7Mxtta coUnseling,,and psychological services.
In addition, testing sometimes must be duplicated because by the time a
student is identified as needing special services and a local education-
al agency begins the documentation and diagnosis, the student may be
transferred.

The military permits 'compassionate assignment" of civilian employees
and military personnel with handicapped children to areas with outstand-
ing educational programs for children with special needs. Because
servicemen request assignment to an area with a well-known program for
the handicapped, local educational agencies with those programs can be
overburdened. While some revenues for education are received from
prop7erty taxes paid by these parents,_the cost of special programs far
exceeds any State aid, Impact Aid, and Public Law 94-142 funds available
for those purposes.. (For example, in Fairfax County, Virginia, educa-
tion for an emotionally disturbed child costs $11,387 annually;. the
Impact Aid for such a handicapped military dependent is $668.) In

addition, the effectiveness, of special programs is diluted when compas-
sionate assignment increases enrollment so that teachers end up handling
more students than they should to achieve maximum results.



Sparsely Populated School Districts
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Western *Statesespecially those with Indian lands--thave special trans-
portation problems because of the sparsity of the population and con-
comitant problems such as poor roads and inadequate housing:

A typical sparsely-populated school district is Todd County Shoot Dis-
trict in Misa4on, South Dakota, which covers 1,400 equare.miles.and has
an average dakly membership of only 1.2 students per square mile. Todd
County transprts 65 percent of its students;, the buses travel 1,700
miles per day. These transportation needs are very *cosily to school
districts. In Arizona, for example, the average local educational
agency transportation budget is -five to seven percent; on Indian lands,
which are characteristically sparsely populated, it can be as high as 17
to 20 percent.

Federal laws, such as Public Law 94-142 further add costs to budgets
that already have an inflated transportation allotment. If the facili-
ties in a local educational agency are inadequate to provide special
services to students in need of themand some of these agencies can
barely afford basic educationthen'the child with specialneeds must be
transported as far as 100 miles, one way, to facilities that can meet
those needs.

In addition, while Arizona only recognizes and supports a half-day
kindergarten program, local educational agencies with sparsley populated
school districts cannot afford to run half-day programs because of high
transportation costs. Thus some local educational agencies run kinder-
garten all day, increasing -the cost, but collecting no aid from the
State to defray such cost.

In sparsely- populated school districts; roads are usually in poor
condition; many consist of gravel and ditt. Gravel and dirt roads
shorten the life of school buses and, in some cases, require the use of
four-wheel drive vehicles. All this adds to the cost of transportation.

Local educational agencies with sparsely-populated school ditITICts also.
have a high staff turnover because salaries are often low. Also, t is
often necessary for an agency with sparsely-populated school distA.cts
to pay for houging for its employees, without which it would be diffi-

qme .4bult to attract or retain staff. at all.

Energy Development

The Federal Government owns vast areas of land in the western States,
portions of which are being used increasingly to meet thi- energy needs
of the Nation. Usually those areas have a small school system with a
tax base capable of supporting only that small system. These small.
school systems, such as the Meeker School District Re- i in Colorado, are
unabl"o.meet the needs of_ the increased population which accompanies*
the energy development industry.- .Not only do such installations and
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industries engender an explosive growth in population, but that papilla-
tion is an unstable one. The construction phase may bring in 'workers of

. one, kind, whose children have special educational needs. Later, when
the installation is, operative, the children of engineers and other
professionals have different needs. In addltion to,a concern for-,

maintaining basic-educational levels! the local educational agency must
make special provision for a mobile and varied Student population. )

Other problems accompany the energy development industry. A local
educational agency must maintain:high educational standards to satisfy
the needs of professionals--such as nuclear physicists and engineers --
associated with the energy indubtry. The.Richland School District in
Washington, site` of the Hanford Nuclear Reservation, responds to this
need by offering many courses not usually fOund:in,asmall local educa-
tional agency. The Department of Education has expressed concern that -
expansions in enrollment may endanger the accreditation of various
schools by making the teacher/pupil ratio too high. This situation
exists in Idaho Falls, Idaho, the site of 51 nuclear rd'aators. The
induttry perisonnel there give priority to high quality educational
services for their children. The district-is hard-pressed to meet these °
demands because its tax base is limited by extensive federally-owned,
tax-exempt land.

In the Meeker School District Re-1, where 31 percerit of school enroll-
ment is federally- connected but Impact Aid funds account for, only five
percent of the school budget, teaching salaries cannot compete, with
salaries offered by the burgeoning energy industries_ nearby. - There is
marked staff turnover there because, of the draw 'of higher industry
salaries. In Tullahoma, Tennessee, higher salaries at the Atomic Energy
Development Commission have resulted in the relocation of local busines-
ses, which diminishes the local educational agency's industrial tax base.

Conclusion

The situations described in this appendix show that local educational
agencies bear many financial burdens for which Impact Aid does not
compensate directly. The 'details presented are examples of the subtle
ways in which costs arise when a local educational agency is affected by
a Federal presence in the community.
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APPENDIX J

TESZIMONY BEFORE.THE COMMISSION REGARDING
FEDERAL.INVOINEMENTNIN PUBLIC SOUSING

---.....
4 .

. .
ifist

The Director of the Division of Polidy Development, Housing and Urban
'Development (HUD),. Feather O'Connor/ and the Director of the Fiscal

' 'Management Division, HUD, Kenneth Moul, testified before'the Commission.
May 29, 1980, in Washington, D.C. In response to questions, they .

providedL the following information regarding the extent(and degree of
Federal

.

involvement in local public housing. .

,.\

In its subsidy of public housing under the Housing Act of 1937, HUD
assists approximately 3,000 local public housing authorities. It is
estimated that about 150 of those '4uthorities_have in their care 70
percent of the low-rent public housing Units iethe country.

TS

In 197H, there were 10,700 subsidized projects in management. It was
anticipated that in 1980, 40,000 projects would be started;. in 1981,
about 55,000 units.

The total subsidy cost of low-rent public housing projects is'$1,650:p&
-unit per year. The operating subsidy portion is about $725 per unit per

"CN_
W.Connor 'estimated that the foregone taxes ,on these federally7assisted
projects are between $250 and $400 per unit per year. Natidnally, the
tax,fougone'by local governmehtsleause,of the- tax-exempt status of
these' projects, netted out against yments o taxes (PILOT), is
arouR40438 million a, year. Although there area number of local
governments Which, for a variety of reasons, receive no PILOTs, the-
paymentsiiter month arodnd the country are somewhere in the, range of
$2.00 to $3.00 pet month per unit. O'Connor pointed out that it is
because local. governments must forego taxes that some local goveinments
are reluctant to -build _pUblic housing.

There haibbeen'a history of' interchange between the Department of
Health,. Education,, (HEW}- -and HUD 'regarding the public
housing. component of Impact Aid. _Since 1974, when the public housing
component was added tb the tiapect Aid formula, HUD has taken_the posi-
tion that the component is an sivportant element` of the program. It
proVides what HUD :considers an Zimportant urban cast" to Impact Aid
assistance. It alsolabeiStslocal governments in providing 'essential
services* which, without in-lieu of tax payients, they might not be able

fto provide
tart of-

secretary
expi,essi
component
would des

'Otherwise:. On two occas
Patricia Harris,' corr
thekDepartment%of H
DIsatrong opposi
the Impact Aid

o an incentive f
hdiming and
governments

ns, in 1978 and 1979, then-Secrp-
pond4 with Joseph Califano, then-
lth, Education, and Welfize (HEM,
on to removing the public housing

Harris -4 she felt that it
r local governments't6 accept public

its loss would have a significant effect on those IoCal
.
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.

Low-rent public. housing is more popular in-'some areas of the country
than in others; non-dialform distribution of public housing means that
people needing it-must move to an area where it is available. It .has

been noted that there is some interstate and intercounty migration of
families in order to obtain low-cost housing. However, HUD asserts this
migration is as likely caused by availability of employment as by
low-cost housing.

.711P

Before a local housing authority can receive Federal assistance, the
Federal Government requires it to enter into a cooperation agreement
with every agency having taxing jurisdiction in the area. That agree-
ment exempis public housing from taxation and provide for payments
in-lieu of, taxes (PILOTs). That payment is computed onl%he basiS of
ten percent of the shelter rents on the project. If the school district

-is dependent, the,housing_,authority would enter into a cooperation
agreement with the local governing body, which would receive the PILOT
and-would be responsible for distributing the funds, in the case of an
independent school district, the housing authority, should enter into a
cooperation agreement with the local educational agency having jurisdic-
tion over that school district in addition to the local governing.body.4,
That agreement would providelfor the_distribution of the PILOT to 'the
school district baied on an arrangement between the,sChool district and
the local governing body. Generally, PILOTs are'made.to every taxing
jurisdiction to provide servicesthat would otherwise be paid for
throughtaxes.

For various reasons, some local governments have' waived receipt of
PILOTs. In 1973, about 12tpercent-of the housing authorities did not
pay PILOTs. HUD does not know whether this was because of cooperation
,agreement waivers or because housing authorities did not have the money
to pax.

The Federal Government maintain a Arong .influence in the policy
decisions and day-to-day opetat ns of the loeal-housing authorities..
OVer the years its role in decidiona regarding, placement of Vublic
housing units has grown. O'Connor testified that *the Federal Govern-
.ment.has a stronger role...in a decision to place a public housing unit
than...might have [been] characterized in the past.* Furthe \, the
annual contributions contract between HUD and the local housing authori-
ty contains a 'fair* number of requirements which constitutes 40 pages.
Also, HUD governs. 'by .regulat*n tenant assignment policies, tenant
selection policies, .rent-.ranges, and tenant eviction policies), and
decides whether or not funds will be allocated for godernizatitn and
rehabilitation. While day - to-day management and many specific" policies
are handled by local housing authorities; they share with [HUD] the

responsibility for the qualityof,the living environment* of the public
hiwsing projects.

In 4110et, while federally-assisted public housing, *theoretically, at-f
least, Lis] not owned. by the-Federal Government and is not Federal
propertl,.::the Federal Government does.maintain great.deal of policy ,

decision making in the day-to-day., dpeeationg of (public housing).*.

d
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APPENDIX K

TEXT OF'MAY 6, 1980 LETTER FROM THE COMMISSION TO SECRETARY
OF EDUCATION HUFSTEDLER REQUESTING FURTHER TESTIMONY

* * * *

APP k-1

The Commission on the Review of the Federal Impact Aid Program, created
by Section 1015 of the Education Amendments of 1978 to review and
evaluate Public Law 874, 81st Congress, has been studying the program
for pearly six months now. We held our first hearing January 31, 1980,
in Washington, D.C. Comm.isationer of Education William Smith gave
testimony at that hearing describing the Adminfstration'

i
proposal for

reducing the Impact Aid Program in fiscal 1981. We havd held hearings
in seven other locations around the country at which hundreds of schbol
districts have 'responded to the Administration's proposal. We will be
holding our final hearing in Washington, D.C., May 28, 1980. The
Commission wishes to invite you to testify at mat hearing to elaborate
further the Administration's position regarding Fact Aid.

-4;

The CommissiOn is particularly interested in the following:

(A) Evidince in addition to that presented by Commissioner Smith in
his January 31 testimony to support a reduction in Impact Aid. That
testimony asserted that (a) since communities seek Federal installs-
tions,4_it can be assumed _that _ttter_e_ts . _11 _net__economic_benefit to. - -
communities with Federal installations; (b),if revenues from. net
economic benefits conferred by a Federal instillation are not availa-
ble to school distric , this is the result of reliance upon property
taxes for support of ucatiO4 and reflects the ineffectiveness of
State and local edu tional financing systems rather than- Federal
responsibility; and (c) Impact -Aid payments should not be made to
school districts on the basis of children residing on private property
since their residences are suWect to property tax;

(B)Adiscussion of the Administration's policy toward Impact Aid
siithout regard for budgetary considerations. Specificall , the
Commission is interested in the Administration's position with reg.ard
to each of the following-issues which it has been agreed will b areas.
in which the Commission_ will make recommendations -in its Final ebort
to be submitted to the President and the Congress December 1, 1980.
Those issues are: sk

(1) The kinds of ownership and use of land by the Federal Government
which;warrant consideration in an Impact Aid program, including,
but not limited to, Indian lands, low-rent public housing, post
offices, and leasehold interests;

(2) The criteria, if any, which school districts should satisfy to
4be eligible for Impact Aid;

4
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(3) Whether in-lieu of taxes payrants from other agencies should be
taken into consideration in determining the amount of Impact Aid
payments;

(4) Compensation for the increased costs caused_by sudden and sub-
stantial enrollments resulting from Federal activities; *

(5) Whether the present provision's for including, children of Cuban
refugees should -4e expanded to include Indochinese refugees and
Oildren of undocu4nEed aliens;`

(6) Wheth local educational agencies should be compensated for the
costs they incur in complying with Federal laws and regulations;

(7) The method of calculating the amounts to which local educational
agencies are entitled;

(8) The obligation of the Federal Government with respect to the
education'of federally-connected children;

(9) State treatment of Impact Aid payments .in their program of
payments to local educatidnal agencies, including equalization
plans;

Me

(10) The treatment of federally-operated schools fOr military
dependents;

(11),Priorities in allocating funds when appropriations are insuf-
ficient to satisfy all entitlements.

The Administration's position on each of these issues is essential to a
fair and thorough consideration of the Impact Aid Program by the Com-
mission. We hope to be able to learn of those views through your
testRiony.***

a
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THE HISTORY OP FEDERAL INVOLiMENT IN PUBLIC HOUSING

In the early 1930's, the United States Public Works Administration,
headed by Hatold-I,.. Ickes, formed a new deRfartment known as the Public

.Woiks-24prgency Housing Corporation, Thid Department funded low-rent
public housing projects, in Ickes' phrase, upon the *suhmis*tdh of a
satisfacto low-cost housing projects (plan) which meets -with our
approval." -1 Originally, the program's objectives were to alleviate
unemployment, clear slums, and provide adequate shelter as a *way
station* for low-income families who, once able, would move-on to
unassisted housing. 4

In 1934, the New York Housing Authority submitted a low-rent public
housing project proposal which was subsequently approved by the new
Department with a promise of $25 million to fund the project. Third
Street and Avenue Alknown as Block #430 on the New York City Housing
Authority's City Map of theitime, thereafter became the site for First
Houses, the nation' first public housing project built by a$ municipal
Housing Authority.* -/

With the passage of the United States Housing Act of 1937 a firm legal
foundation was-established for providing Federal assistance to lover ate
public housing projects. The construction of public housing in the
United States soon became synonymous with the 1937 Act. The 1937 Act
created the United States Housing Authority (USHA). Under section 1,
the U83A's broad mandate was to provide financial assistance to --

-.the seve5Al States and their political subdivisions to
alleviate present and recurring unemployment and to remedy

wthe unsafe and insanitary dwelY'ings for families of low-
income, in .rural or urban communities, that are injurious
to the health, safety, and morals of the citizens of the
Nation.

lk achieve this end, -the Act gave the power to USHA to prbvide funding
.

through loans, annual contributions, or capital grants to local housing
authorities for the construction of low-rent housing developments and
slum clearance. Of the three funding options, annual contributions,
proved to be the most practicable -formula. Under it, the Federal
Qbvernmept and the local housing authotity entered into a contract by
whiqk OSHA annually ubsidized local housing authorities for i Period
not texceed sixty years. The amount of this subsidy was not to exceed
yearlyAnterest and amortization charges and was reduced tiy the excess
of receipts over operation of each project. Basically,
the Federal GovernMent bo e the acquisition andodbvelopment costs of 4e

1/ bffice of Public Information, New, York Cit,4Housing Authority, New

01orkCitHousinAutl_y-!seislativeandFiscalliistor 1

(1980) (hereinafter cited as NYCHA/LRPH History).
2/ Id.



APP L-2

project while the residents assumed the operating expenses through their
rent payments. In addition, locayiousing authorities were vested with
the responsibility of administration of the low-rent housing program,
including responsibility for the esbablishment of rent and eligibility
requirements.

The 1937 Act also specified that USHA coul4 not contract with a local
housing authority for development of a low- ent housing project unless
"such project...is exempt from all real and personal property taxes
levied or imposed by the State, city, county, or other political subdi-
vidion; and such contract...require(s) the public housing agency to make
payments in lieu of taxes....' Those payments in-lieu of taxes must be
*equal to 10 per centum of the sum of the annual shelter rents charged*
in the project, or a lesser amount prescribed by State law or agreed to
by the local government in its agreement -for local cooperation.

The annual contribution's contract (or "ACC" as it is galled in housing
parlance) remains the principal mechanism used by moAt housing authori-
ties in the con ruction of conventional public housing developments.

N.
During the period just prior to United States involvement in World War
II; all government activities turned to defense. The Congress passed a
law enabling housing authorities to build projects in overcrowded areas
which we critical because the apartments could be rented to defense
workers-(The- first cities in the -country to take advantage of-I:Ilia--
law were Montgomery, Alabama and Pensacola, Florida. During the post-
War period there; was a critical shortage of housing throughout the
country. At the temporary defense housing, built in areas where war
industries were located, became empty, the buildings were cut into
panels, shipped to emergency areas' and re-erected. Defense housing is
also declared, by Presidential Proc]amation, to tee low-rent housing.-1

In the decade foliOwing its enactment, the United States Sousing Act of
1937 was amended many times. It was not until the, approval of the
Housing Act of 1949, however, on Jui. 15, 1949, that the Federal Govern-
ment initiated a new national housing policy. Section 2 of the 1949 Act
set out a national goal, to be realized as soon is feasible, of
"decent home and a suitable-living environment for every American A
family, thus contributing to the development and redevelopment of
communities ands to the advandftent of the growth, wealth, and security
of the Nation." "

3/ Lanham Act, Pub.L.No. 76-849, 76th *Mg., 3d Sess.;,54 Stat.
1125-1128 (1940) .

_

Li/ C. P. _Rogers, History of First Twenty -five Years in Operation of
Montgomery Housing Authority 1, L 6 (1964) (unpublished per by
the Executive Director of the H Authority of the Cityoi
Montgomery, Alabama). r

5/ MYCBA/LRPH History, supra note 1, at 2.
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The,Housing Act.of 1954 broadened the slum clearance and urban redevel-
opment program of title I of the 1949 Act. Its intention was made plain
by its title--"Slum Clearance and Urban Renewal.' This amendment to the
1949 Act authorized Federal assistance to local communities not only for
the clearance of slums but also to help4them in preventing the spread of
urban blight through the'rehabilitatidn and conservation of blighted and
detetiorating' areas. New contracts- for Feddral assistance to clear
slums could not be entered into unless the community as a whole had
presented aid approve a 'workable p;ograms for eliminating and prevent-
ing slums.

4Whe responsibility for the administration of the Nations public housir
program has changed hands several times Since the program's inception.-1
In 1965, the new Department of Housing and Urban Development was estab-
lished, which elevated'houSing and urban development to the Cabinet
level. The-new Executive Department of the Feddral Government subsumed
the Housing and Home.Finance,Agency and all of its legal powers.

The Housing and Urban Deielopment Act of 1965 aut zea increases in
annual contributions enabling construction of new u its, and the pur-
chase and rehabilitation, of existing housing. The 1965-Act added a new
Section 23 to the 1937 Act to authorize- local housing authorities to
lease private accommodations for low-income applicants (known as "Sec-
tion 23° housing). The Act also authorized ACCs for leasing 10,000

private- units per /ear .- Project costs,---serving as a Tars- for the
payment of.ACCs, would include the cost of surveys and unit Inspections
by the local authority. =ACCe for leased housing could not exceed the
amount authorized for comparable new public housing apartments and the
housing_agency was not permitted to lease more than ten percent of the
units in any one apartment house. The 1965 Act_provided further for the
retention of control by the local authority over the selection, removal
and rent to be charged to occupants ofc_Section 23 leased units. The
rent was to be negotiated by the local housing authority and the private
owner. The local housing authority could lease units for a minimum
term of gne year (maximum of three) with the power to make unlimited
renewals.z

Subsequent amendments (1966, 1968, 1969, and 1970) enlarged and broad-
ened the public housing program by increasinwthe authorizations for

.;=annual contributions, and making substantive changes. The 1970L iMend-
mehts, for example, gave local authorities the power to lease apartments

6/ Id. 10.
7/ The Federal -Works Agency had j isdiction of housing programs from

the 'early 1930's to 1937; the United States Housing- Authority,
1937-1942; the Federal Public Housing Agency, 1942-1947; the Public
Housing Administration, a department within the' Housing and Home
Finance Agency, 1947-1965.

8/ Id. 11-14.
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in new as well.as existing dwellings. TheIgleaAng* idea,with its
obvious attraction to the private sector, was to play a prominent role
in the creation of the Housing and Community Development Act of 1974.-1

The Housing and Community Development Act of 1974 established what is
presently referred to as *Section 8* pousing. In sum, the program
called for the local housing authority to make monthly payments to an
approved landlord on behalf of an eligible tenant. These payments would
constitute the difference between the rent that.the,tenant could afford
to, pay for the apartment and the established fair marktt rent for the
apartment. The goal'of the program is *economically mixed* housing.
Instead of *blockbuster* developments constructed in neighborhoods to
house low-income faiilies, the program was based on the premise that the
private_sector of hoirsing would more naturally house low-income families
without the major social and political disruptions which were perceived
to be endemi6 in the conventional public housing program..

jut

/

Development of new public housing projects was temporarily suspended on
January 5,/'1973, when President Nixon declared al moratorium on the

provision/Of funds for federally-subsidized housing-." The moratorium was
lifted February 7, 1977.

Presetly, the primary objective of the Nation's public housing program
is to, provide adequate shelter in a decent environment for families that

cannOt_a- fiford_ such housing in the,private_market.
/
/

1398er the United States !lousing Act of 1937, as amended, the Department
?I Housing and Urban Development (HUD)'is authorized to provide finan-
,cial and-technical assistance to public housing agencies (PHAs) fdr the

%development of low-income housing projects. (Generally, a PHA is
created pursuant to a State's housing authority law which, provides for
the-establishment of PEAs with all necessary legal powers to carry out
low-income housing projects; the PHA will have, among other things, an
Organizational Transcript approved by HUD and the ability to secure the
local cooperation` required by the'1937 Act.) PHAs financeldevelopment
of 64 projects through the sale of notes or, sometimes, long-term
bonds. HUD provides PHAs with technical assistance in planning,
developing and managing projects and financial assistance in the for of

preliminary loans for planning purposes and annual contribu ns to (1)

cover debt service on the notes (and/or bonds), 2) assn the low-
._,,income character of the projects, and (3) achieve and maintain adequate
operating and maintenance services and reserve funds.

Preseqtly, there are three basic methods PHAs use to provide housing
projects: conventional, turnkey, and acquisition with or without sub-
stantial rehabilitation.

5/ Id. 14.

I
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Until 1965, PkAs developed public housing almost exclusively by the
conventional method. Under this method, the PHA employs an architect to
prepare plans and, after HUD approval, advertises for competitive bids
to build the specified project on a site awned by the PHA. The con-
struction contract is awarded to the lowest-responsible bidder. PHAs
obtain construction financing initially from direct HUD loani, but as
development progresses, PEA notes are sold to private investors. After
construction is completed and a PEA has obtained permanent financing,
HUD makes annual contributions, to the PHA sufficient tOlmeet the princi-
pal and the interest payments for PHA notes -and bonds. This contribu-
tion covers the entire capital cost of the project.

Under 'the turnkey method, developed' administratively is 1965, a PHA'
invites private developers to submit proposals to build new housing for
purchase when completed (in other words, the purchaser (the.PHA) of the
project buys it onkyy wheia it is time to 'turn the key' and take posses-
sion of the. property) . The W piihlicly 'saver tises-thB number and size
of units needed,- the general specifications (such as unit size and
special features) and other guidelines. The PRA finances the, purchase
of the project by selling notes or bonds (or both),.mbich are secured by
HUD's pledge to make annual contributions sufficient to cover the legal
debt service. This* method brought a widerrange_of-participants into
the field of subsidized housing, especially private industry. It
permitted, faster construction of more .units because it tapped the
resourc-s-ol thP private_homebuildei:. Tjle turnkey method was favored
over the conventional method because it involved something that critics
of public houSing had long since Charged-was missing--neighborhood
participation in the selection of the size arld-type_ct housing project
to be constructed in their communities.

11As of 1980, HUD has estimated there are 1,134,000 units--/of public
housing under management. In recent years, the Federal subsidy obliga-
tion has been increased by the addition of operating subsidies to enable
local.housing authorities to achieve and.maintain adequate operating and
maintfnance services for their housing projects. In fact, the Federal
operating subsidies_ have become essential for keeping local housing
authorities solvent while maintaining the low-income character of
assisted projects. The operating subsidies have increased from $6.5
million irk 1969 to X729 million in 1979. The average 'operating subsidy
per dwelling unit has increased from $8.36 in 1969 to $645.33 in 1979.
In view of inflation and the inelasticity of tenants' rents, HUD con-
tends that it is reasonable to assume that the level of the operating
subsidies is likely to continue to increase -and that this trend wig -;7A

117 Estimated figures provided by HUD sometimes differ according to the
office within the department compiling the data. The 'Commission,
therefore, notes the disparity between the estimated figure of
1,134,000 units supplied by the Office of Policy Development and
Research, and the"6stimate of 1,192,0130 units provided by the
Housing Budget Division of HUD in Attachment I, infra.
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probably increase the Federal financial obligations for public housing:-
12/

The following pie charts illustrate the estimated shift in Federal-
local shares of financial support for public 'housing between 1953 and
1978. In these, all indirect (foregone Federal and local taxes, and
Federal administrative4 oveshdad), as well as direct costs, are con-
sidered.

13/
LOCAL - FEDERAL, SHARES OF PUBLIC HOUSING SUBSIDIES, 1953 and 1978--

Illustrative Cases)

1
1953

4/
--

Total Subsidies: $248/uit/year
Local: $122 /unit /year

Federal: $126/unit/year

1978

Total Subsidies: $3850/unit/year
Local:, o $ 220/unit/year
Federal: $3630/unit/year

15/LOCAL-FEDERAL-TENANT SHARES OF PUBLIC HOUSING COSTS,'1953 and 1978.

1953

Total Costs:
Local:

Tenant:

Federal:

$687/unit/Year
$ 89/unit/year
$419/unit/year
$179/unit/year

Total Costs;
Local:

Tenant:
Federal:

$4650/unit/year

220/unit/year
$ 800/unit/year
$3630/unit/yoar

...) 12/ Office of Policy Development and Research, Department of Housing and
Urban Development, Payments In Lieu of Taxes: A Status Report 4

(March 19, 1979) (hereinafter cited as HUD PILOT Study).
13/ Id. 27.

14/ If public housing developments were not tax-exempt, the full local
tax levied would have been $33.6, million for 1953. The PILOT for
the year was $8.6 million, making the local contribution by way of
tax exemption $25 million. That amount was approximately equal to
the Federal contribution, of $25.9 million, essentially .a 50-50
sharing of costs-.- (Id. 18-19.)

15/ HUD PILOT Study, supra note 12, at 27.
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The Role of HUD in the Local Operation of the Public Housing Program.
Although public housing is owned and operated by local housing authori-
ties, almost every aspect of development, operation and management, and
disposition is regulated by HUD. The following is a listing of some of
HUD's major responsibilities in the administration of the public housing
program:

(1) Development

.(a) Approval of local housing authority organizational documents.

(b) Making of loan commitments and loans.

(c) Approval of development cost budgets.

'(d) Approval of technical determinations, site selections, utility
combinations, architects' fees, and plans and specifications.

(e) Approval of contract awards, contracts of sale, notices to
proceed, contract extensions, change orders, and advances.

(f) Approval of acquisition and rehabilitation of existing build-
ings.

(2) Management and.Operation

(a) Approval of operating budgets, operating-subsidy, annual
contributions, administrative loans, and related local housing
authority funding requisitions.

(b) Approval of income limits and criteria for occupancy, tenant
selection and assignment plans., rent schedules and related defini-.-

tions of incomedand authorizations for occupancy by single
persons, project employees, and persons providing tenant services.

(c) Approval fpr use of dwelling units as nondwelling space,
conversion of dwelling unit sizes, and changes in pboject composi-
tion as to number of dwelling units.

The degree_of datail with wh ik 04141 Federal Government regulates the
public houiing program belies Saictly local control of the development
and administration of public housing.

16/The Role of the Local housing Authority in the Public Housing Program.- -
Under the public housing program, HUD can enter into a contract for
financial assistance with a public housing authority, which may be a

16/ The material for this section was compiled, in part, from a HUD
publication entitled Low-Rent'Housing Guide Orientation to the Pro-
gram - A HUD Guide, Chapter, 3, at 1-2 (publication SEM G 7401.3)
(April 1971).

6



APP L-8

State, county, iinicipality, or other governmental entity or public body
authorized to epgage in the development or administration of low-rent
housing or slim! clearance. In almost,,all cases, the public housing
agency is a local housing authority-141 autonomous public-corporate
entity createdi. in accordance with State or Territorial Law, Indian
Tribal Ordinap6e, or, in the case of the District of Columbia, by Act of
Congress. It functions in the capacity of a developer and manager of a
low-rent housing program. It has the responsibility for planning,
financing, constructing or purchasing, leasing, and managing the proper-
ties, subject to applicable laws and contractual relationShips with HUD
and the local governing body. By virtue of its ownership or leasehold
interest in the properties, the local housing authority performs all the
functions of a private owner, including leasing units, collecting rents,
maintaining the properties, and all of the other related duties.
Similar functions may be performed by private management firms under
formal agreements with the local housing authorities.

There are two contractual relationships which form the basis of the
local housing authority's obligations and responsibilities to HUD and
the local governing body: the Annual Contributions Contract and the
Cooperation Agreement.

The Annual Contributions Contract (ACC) between the local_housing
authority and HUD translates the purposes and proviions of the United
States Housing Act,of 1937, as amended, into specific contractual
obligations and mutual responsibilities with respect to the development,
operation, and fiscal aspects of the program, as_weil'as with respect to
defaults, breaches, remedies, and general provisions. The- Contract
provides for loans to the local housing authority during the development
phase c5f conventional, turnkey, and acquisition projects, and for subsi-
dies or contributions during the operating period to cover amortization
of the bonded indebtedness and to maintain the low-rent character of the
projects. Under the leasing program, annual contributions make up the
difference between rental paid by lost-income families and rental charged-
by the owners of the leased dwellings, plusa operating expenses of the
local housing authority.

Once committed through an Adnual Contributions Contract, the local
housing authority has little discretion in the disposition of the

, property. Any proposal -moo demolish units must meet strict guidelines,
incldding those governing relocation and repl.Mbent udits,.and must be
approved by HUD. Moreover, as a result of a 1979 amendment, a local
housing authority may not, without HUD approval, dispose of a public

,grhousing protect for ten years after all operating subsidy-payments for
that °project have ceased. Most older projects' for which the original
ACC 40-year term is near expiration have undergone modernization which
extended, their ACCs. Thus, Federal discretion over disposition of
locally -owned property may continue for 20 years beyond the original
agreement.

I
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As a prerequisfte to,providing financial assistance, HUD requires, in
accordance with section 5(e)(2) and 6(d) of the United States Housing
Act of 1937, ,as amended, a binding contract called a Cooperation Agree-
ment (Form HUD-52481) between a local housing authority and the local'
governing body having jurisdiction over where the housing is to be
located.' That Agreement provides for local cooperation with respect to
the development, operation, and management of,low-income housing owned
by the local housing authority. The Agreement obligates the local
housing authority to make payment's in-lieu of taxes to "the local govern-
ing= body, and, in turn, requires the local governing body to provide

!local cooperation by maintaining the tax-exempt status of the housing
projects and by providing the housing projects, at no cost; the same
public Services and facilities as are provided at no cost to others
within the localgoverning body's jurisdiction. A local housing author-

-ity is required to have a Cooperation Agreement with the local governing
body having jurisdiction over the site of the housing. In some cases,
additickal Cooperation Agreements may be required with other public
bodies where State laws requires or where necessary to secure services
essential to the housing project. A local housing authority also may
have to enter into separate Cooperation Agreements with different local
governing bodies where projects are divided among different bodies. The
Cooperation Agreement is a required document for all low-rent p blip
housing projects except for Section,23 leased housing.

Payments In-Lieu of Taxes (PILOT). By w, one of the prereq sites
that a local housing authority must fulf 11 prior,to contract .g for
developmeQt of a 16w-income housing project is that --

such project...is exempt from all real and personal proper-
ty taxes levied or imposed by the State, city or other
political subdivisions; and such contract...require(sI_the'
public housing agency to make payments in lieu of taxes....

This requirement, a property tax exemption, is somewhat different from
that generally applied to federally-owned properties as it stems from
legislation (the United States Housing-lot of 1937) rather than the
exemption of properties from local taxation by virtue, alone, of their
ownership by the Federal Government.

In lieu of taxes,rlocal housing authorities make payments (PILOT) to the.
appropriate taxing jurisdiction in, order to partially defray the cost of
providing services to the prdject. The services to be provided and the
exact amount of PILOT are deliheated in the Cooperation Agreement;
however, the 1937 Act establishes a nfaximum PILOT amount of ten perdent
of annual shelter rents (gross rents minus utilities). Payments in-lieu
of taxes are paid out of the total revenues of the local housing author-
ity which consist mainly of Federal operating subsidies and rental
income. .

671
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The following table shows total PILOTs and payments per unit i..h.e
Nation since 1962. ,.These payments have steadily declined from09 per
unit in 1965 to $26' per unit in 1975.

17/
1976, they increased for the

first time in ten years to $30 per unit.

Year

PAYMENTS IN-LIEU OF TAXES, 1962-1181--18/

No. of Units 9/ Total Payments Payments PervNt i

1962 484,726 $17,154,361 $35.39
1965 570,787 $21,774,445 $38.65
1968 §64,252 $24,771,210 $37.29
1970 753,638 $28,065,226 $37.24
1971 800,022 $29,137,000 $36.42
1972 882,786 $1;631,000 $31.111
1973 911,395 $2 ,757,000 , $29.04
.1974 974,000 $27,233,000 $27.96

4 1975 1,010,000 $26000,000 $26.04
1976 1,045,000 $31,350,000 $30.00
1977 1,070,000 $34,797,000 $32.52
1978

it/
1,086,000 .$35,838,000 $33.00

1979.- 1,130,000 $37,968,000 $33.60
1980.47, 1,134,090 $37,014,000 $32.64
1981-v 1,193,00Q $39,369,000 $33:00

li-

ly Assumes inflation rates of 10$ for utilities; 5% for rental income.
+/ Assumes inflation rates of 12% for utilities; 6% for rental income.
Ty Assumes inflation rates of 8.8% for utilities; 6% for rental income.

20HUD's record system provides an accounting of PILOTs, by HUD-regione/---
but not by geographic unit smaller than a region.

The regional pattern for PILOTs in 1976, set forth in the following
table, shows that in-lieu payments per unit'vary considerably among
HUD's ten regions, with the Boston region's payients averaging only i2 3
per unit compared to the San Francisco region's-average of $46.--1

17/ HUD PILOT Study, supra note 12, at 21. _

121 Id. 22. :The data for 1977 through 1981 was prepared by HUD, pursu-
ant to' the Commission's request for informatiOn more recent than
that proVided by the PILOT Study. . ,

12/ See note _11, supra. The Commission-notes the disparity in =the
number of units provided by the Bdusing Budget Division of HUD in

- , Attachment I, infra._ , '

20/ See Attachment II for a map of HUD's ten regions across the country,
infra. ,

21/ HUD PILOT Study, supra note 12, at 21.
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REGIONAL PATTERN FOR PILOT IN 197622/

Regions : %PILOT/Unit

$21.80
$32.39
$28,99

$6.59
$27.29
-$24.30 ,

$31.51

$34.16
$46.42
$44.97

APP L -11

The 'table below suggests that 'PILOT varies inversely with the size of
the housing authority; the largest houSing authorities make the lowest4 PILOTs and the smallest housing authorities make the highest. PILOTs.
This pattern has been maintained_oler several years. However aderording
to BTIthe distribution of public housing units is fairly propertidnate
acros

the

parts of the country, and across di4ferent sizes of
communities. HUD Also estimates that 75 pertent of PIfbTs go to metro-
politanpolitan areas.

VARIATIONS IN PILOT PER UNIT MONTH BY SIZE OF Logo
-BOUS/NG AUTBORITY FOR FISCAL YEARS i973 - 1976=1

Size f LEAS FY 1973 FY 1974

Large $2.15 $1.95*
Medium $2.93 $2.79
Small $2.79 $2.88-
AveraI .$2.63 $2.54

FY 1975 FY 197

$2.01

$2.79 -
. $3.05

$2.62

$2.10
$2.96
$3.26
$2.78

Nonpayment of PILOT. School districts receiving Impict Aid because of
,.children residing on Low -rent public housing have testified before the
Commission that-they seldom receive any portion of paymehts in-lieu of
taxes made to local governmehis by housing authorities. In some cases,
accounting procedures may pbsdumt sources of revenue so spool districts
receiving PILOTS are merely not aware of the payment. In other cases,
however, local housing authorities do not make PILOT payments at- all.

zy Id. 23.
22/ Id. 24./ Variations in pILOTITIer. unit month by size of local housihg

authorjty are estimated by HUD 'axed on an Urban Ihstitute (Washing -
'ton,'D.C.) sample of 19 local housing authoiities for fiscal year

- 1973 through fiscal year 1977. According to BUD, local 'housing
authorities are given four alternAtivesIOC'ending a fiscal year:

pne, Septeffiberi-Or December..

673.
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REGIONAL PATTERN FOR PILOT IN 197623/

Regions '11bPILOT/Unit

I

III

/V
V ;
.VI

VII
VIII
IX
X

$21.80
$32.39
$28,99
$a6.59
$27.29
$24.30 ,

$31.51

$34.16
$46.42

$44.97

APP L-11

.The table below suggests that 'PILOT varies inversely with the size of
the housing authority; the largest houding authorities make the lowest
PILOTs and the smallest housing authorities make the highest. PILOTs:
This pattern has been maintained _otter several years. Howeverq adeOrding
to HUIVthe distribution of public housing units is fairly proportiOnateacros different parts of the country, and across di4ferent sizes of
communities. HUD also estimates that 75 pertent of PIDipTs go to metro-
politan areas:

VARIATIONS IN PILOT PER UNIT MONTH BY SIZE OF Logo
-SOUSING AUTHORITY FOR FISCAL YEARS i973'- 1976=

k

Size ?f LEA FY 1973 FY 1974 FY 1975 719*
Large $2.15 $1.95' $2.01 i

_
$2.10

Medium $2.93 $2.79 $2.79- $2.96
Small $2.79 $2.88- $3.05 $3.26
Averag .$2.63 $2.54 $2.62 $2.78

4Nonpayment of PILOT. School districts receiving Impact Aid because of
.,children residing on /ow-rent public housing have testified before the
Commission thae.they seldom receive any portion of paymehts in-lieu of
taxes made to local governmehis by housing authorities. In some cases,
accounting procedures maSr.obm6umt sources of revenue so school districts
receiving PILOTs are merely not aware of the payment. In other cases,
however, local housing authorities do not make PILOT payments at-all.

22/ Id. 23.

22/ Id. 24( Variations in pILOTIpee unit month by size of local housing
autnorfty are estimated by HUD:based on an Urban Itstitate Mashing-
ton,'D.C.) sample of 19 local housing muthoiities for fiscal year
1973 through fiscal year 1977. According to HUD, local 'housing
authorities are given four alternAtives lor''ending a fiscal year:

June, Septefilberrbt Decembef.

673.
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Complete.data on nonpayment of PILO4by all Local housing authorities,
across the country is available for 1973, as set forth in the table
below. This is the most recent information, according to HUD, whicsts
also 'speculates that, given the generally worsening fiscal position of
local housing authorities since 1973, the percentage of nonpayment of-
PILOT may have increased. L

Out of the total of 1,976 local housing authorities in the Nation, 241
did not make payments in-lieu of taxes in 1973. 'These account for -12.2
percent-of.all housing authorities. The most'striking aspect of the
difference amoung HUD regions is the percentage of authorities not
makingPILOTs. These percentages range from_a low of 5.3 in Region VI
(the middle Southwest)' 'to, a high of 41.9 in Region X (the Pacific
Sp.b.thwest)0 In five of the ten, regions, the nonpayment rate is 25
percent or greater. A general pattern is revealed by the data indicat-
ing that in'those regions where local- housing authorities are more
numerous, the nonpayment rate is relatively low. In contrast, the

nonpayment. rate is significantly higher in those-regions where lOcal
24/

'housing. authorities are relatively small in number:

NONPAYMENT OF PILOT BY LOCAL HOUSip AUTHORITIES
BY REGION IN 1973/

(number of Authorities).

Region Total Paying Not Paying % Not Paying

$

I 91 75 16 . T7.6

II 104 , 77 27 26.0

III 104 78 26 25.0

IV '548 515 33. A 6.1)

V 323 . 285 as 11.8

VI 430 407 23. 5.3

VII
VIII

196

60

120

37
)

16

23

8.0

38.3

IX 77 56 21 27.3

X 43 25 '18 41.9

Total 1,976 1,735 241 12.2-*/f

*/(This figure represents an average of thoseL
LHAs not making PILOTs.

.1

HUD offers no verifiable explanation for why 241 local housing au-
thorities fail' to pay PILOTS to local governments. The following are

possible explanations:

./

24/ HUD PILOT Study, supra note 12, at 76

25/ Id. 79.

7-)
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(1) In order to reduce -operating expondituril add, th4-efore, reduce
'rents, local housing authorities-have, in the past, requested and
received waivers of PI rom the local govenfing bodies.

order to make a new pUblic housing project financially f asible

(2) A waiver of PILOT may be requested from -a local governing body in

(3-) A waiver of PILOT may be secured from a local gov4rning body as a
means of reimbursing thee local housing authority `(or HUD) for" off-site
utilities (e.g., access roads or water lines) constructed as part of
the development of a project, although.suchutilities are actually an
obligatiop of the local government.

(4) A local governing body may postpone payment of waive PIOTs in
cases where a local h6using authority is experiencing financial
diffichlty. For example, the'housing authority in San Antonio, Tgxas,
has been unable to pay PILOTs since 1973. In 197g., the San Antonio
City Council adopted a resolution waiving the payment obligation until
the Authority regains the financial capability to pay.

"(5) A local housing authority may withhold PILOT when a locargovern-
,ing body does not fulfill its obligations under the Cooperation
Agreement.

Tax Estimates Nadi by Local Housing Authorities and ForegoneTaxes.
One of the annual reporting requirements of local housing authorities to
HUD includes Computations of Payments in Lieu of Taxes. as specified in
the Form HUD-52267. One of the 16 items of information sought in this
-report is the approximate full real p/toperty taxes 'on the loW-income
housing piojects within the local hiousing authOrityrs jurisdiction.
Although it is not compuldory, HUD claims.that mostkof the local houSing
authorities do provide an estimated full tax figure as specified in this
reporting form.

HUD does not providi guidelines on the method of estimating full taxes.
Therefore; the comparability' and reliability of these 'estimates are
questionable. However-, this is the only known source of full tax
estimate data on tpublic housing property. Data fOr 1976 has been
assembled from reports from a sample OT 120 local housing authorities.

Based on this data, HUD prepared the table below as follows: first, the
average tax per dwelling unit was calculated for each housing authority
for which such data is available; second, the weighted average tax per
dwelling unit was calculated f9r all housing units for each of the ten
HUDregions;.ttira, the weighlad average tax per dweping unit for all
housing units as calculated for the entire national-,sample. To esti-
mate the total property taxes for public housing units! in _each HUD
region and in the entire country, the average taxes per dwelling unit
were multiplied by the regional total and the national total number of

675
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public housing units. Ike results of these calculations in the table
--J below show that $438 billion in property tax revenues were foregone, on

tax-exempt public housing. A

ESTIMATED FOREGONE PROPERTY TAX FOR PUBLIC
2. 26/

HOUSING-BY.REGION AND-FOR THE NATION- -1976

Region

National

*/

Forlgone
Tax/Dwelling'

Unit ($)

Np. of
Dwelling
Units

Total
Estimated

($)

889.36 45,927
855.41 150,156

.40,829,103

118,383,380
238.57 97,078
;165163 209;885

.23,104,564.

*34,631,025
558.72 J70,576 .94,661,680
-175.16 97,214 17,012,450
55.34 25,607 1,408, ,382

-750.00 11,853 8,889,750
258.97

, 31,818 8,209,044
145.07 -18,244 2,645 380

419.15-1
*/

1,045,00e1/ 438,011,750

This figure represents a national average of the
foregone tax ppr dwelling unit.

***/ This figure does not represent the Aura ofth ten
HAD regions because of incomplete regional bu-
latibn..

The property tax estimates made by local housing authorities reveal
large variations along the regions, .ranging from $889 per dwelling unit
in Region I to only $55 in Region VII; total full tax estimatesfor the
regions range frdm $128 million Region II to $1.4 million in Region
VII; the national total amounts to $4.38 billion. Consequently, HUD
estimates that if full taxes were paid,on.public housing, the full_tax

--payments, as estimated by local housing- authorities=, would require
,approximately $4 billion of additional current operating expenditures'
ofor public hoUsing.

4 ,

4

There are other .methods-%-for estimating the property tax for public
housing. However, they, along with'the estimate's Provided by the local
housing authorities,' are all speculative. The speculative nature of
estimating triegone tars is discussed in Chapter Five of- ths, 1979
HUD PILOT St dy, in which several techniques for making-these estimates
are also described. Cal^fll**4e.ns'using these techniques have resulted.
In a range, from $72 per unit to $500 per unit per year in foregone
taxes. HUD fdrther explains that the actual tax loss depends on several

. Criteria such as the circumstances of each property and its potential
7use for other purposes.

26/ Id. 60.
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Incentives
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al Acceptance of
title I of the sing and Commun
funds are provided annually to e
usually the local housing author.ti
Clevelopment,actIvities. The Comm it
authorized by the Act, supeicedes and
categorical programs into a sing
provided on an annual basis, wi
providing an improved basis for
which funds were appropriated
1975:

APP L-15

-Income Public Housing. Under
Development Act of 1974, Fedtral
in units of local government- -
s--to assist in, their community
Development Block Grant prdgram,

consolidates a number'of previous
rogram under which Federal aid is
imam certainty and minimum delay,

unity planning. The first year for
this new program was fiscal year

Under the Community Developme k Grant program, the amount of funds
major cities and many large counties are entitled to. recerve is
allocated on the basis of a jective needs formula." That formula'
employs five demographic ch ristics--population, extent of poverty,
degree of overcvbwded housi rowlh lag, and age of housing. Communiv
ties desiring to receive it Development Block Grant funds must
prepare a Housing Assistance Pi arc usin these criteria to assess needs
and set goals for meeting those s. Under the Housing Assistance
Plan, communitites have/ thre- year to make (substantial progress in
meeting their goals. Hp'pro ides a mix of Section 8 and public housing
funds that communities/can -ply for in order to provide housing. If
sufficient funds arejavaila e during the three,year period to achieve
locally establisded goals, y t the community fails to meet these goals,
the Department can Conditio or actually withhold Community De4e1opment
Block, Grant funds for the d velopment of public housing in a community.
This is an example of h communities are encouraged .by one Federal
program to adopt another,' and it counter arguments that federally-
subilidized housing is strictly local in natuie.

s
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L011 INCOMZ BOUM°

SUMMARY OF ANNUAL CONTRIBUTIONS FROM INCEPTION T1:R.073011 SL FT. 30, 1931 a/

FISCAL
YEAR

NUMBER
OF UNITS

41.NUAL

CONTRIBUTIONS

'FUNDS
AVAILAbLZ TO
X2DUCE ANNUAL 52T ANNUAL

CONTRIBUTIONS,b, "CONTRIBUTIONS

V6T AMOUNT
AS PERCENT
OF AbuUAL

G0UTRIBUflON'8

AODITIONAL
SUBS10143

FOR

OPERATIONS

1941 423,783 34747,13# 44,741,176 100.0

1942 ' 66,459 11,258,951. 31,333,060 9,925,891 08.2

1913 89,240 13,049.252 3,166070 9,862.832 75.7

194.4 101,951 14.436,885 4,306.838 10,129,997

1945, 141.596 21,132.572 12,410,272 3,722,300 41.3

1916 144.035, 21.115,314 13,973,579 '1,136,- 33.8

1917 144,095 21,044,261 15,377,631 . 5,654(630 26.9

1943 144.603 ' 21.044,002 J1 ,10),597 3,940,405 18.7

1949 145,185 21,325,747 .17,082,754 4,142,993 19.9

1950 146.549 21,321,123 15.105,911 6,115,712 29.2

1951 145,703- 21,401,822 14,221,701 ,7,186,121 , 33:6

1952 156,084 26,217,10 13,649,116 12,565,987 47.9

1953 204,815 45,091.505 ' 19,212,757 25,879:948 57.4 '

/944 259,116 67,044,323 23,376,036 44,467,492 65.5

'1935 304,383 91,133,962 24,548,099 66,585,863 73.1

1356 343,907 107,933010 26,202.984 Ny100,4346 75.7

1957 ' 355,966 116,635,509 26,050,696 114, 90,634.M 77.7

1535 374,172 120413,810, 22,429,416 98,784,414 81.5

1969 401,467 137.106,675 17,718;1911 115,366.664 86.7

1963 425,810 147,527.107 16,310,787 131,164,316 -88.9

1 1961 465,481 166.340,866 21,0)8,91) 145.321,953 87.4

1952 442,714 177,688,5/4 20.710,651 156,977,941 88.3 2,395,815

1963 ' 01,047 172,858,982 20,925,771 171,9)3,211 89.1 4,548,949

1964 539.441 211.479.468. 25,0244.091 186,1454,91 88.2 4,441,3
1955 577,347 238.260,239 25,536,405 212,673,631 . 89.3 5,242,3W

. 1965 608.554 256.672,714 29,549.402 127.083,312 86.5 4,911,522-

1151 643,245 282,159,512 28,756,853 1253,402,659 69.8 7,638,871 d/

1968 3 692.199 323,805.194 27,732,987 296,072,7 91.4 6,094,947 7/

P969 767,723 391,610,980 26,865,053 364,745./f5 93.1 14,369,667 7/

f1970 830,454 464,802,576 2},315,714 441,426,82 95.0 31,463.964 7/

1771 892,651 540,548,303 22,194,394 510.353.909 95.9 107,999.999 7/

1972 989,419 659,553,333 .15.479,235 644,114,098 97.7 245 000,000 17

1973, ,047,000 760,794%757 7,354,202 152,440,555 d/ 99.0 348,369,074

1971 .1,109,000 923,511,555 10,4Q2,939 913,1011,615 IV 98.9 319,995,241

1975 1,151,000 990,729,684 9,683.936 981,045,748 d/ 99.0 475,369,927

1976 1,167,000 1,039,2400669 7.005,717, 1.032,234,952 27 374,893,453

Transition
quarter 293,000 256,122,218 1,179,509 1/ 254,941,709 d/ 99.5 235,849,784

1977 1,174,000 1,078,024,316 4,952,666 -e/ 1,073,072,2502/ 99.5 2,290,951

1978 1,173,000 1,137;549,662 4,900,580 ;7.1,132.680.082 99.6

65

6 1,576,685

1979 1,178,000 1'222,237,718 4,534,313 -c7/ 1 217 701 405 d/ 99.6 726,228 451

Subtotal 12,362,061,450 640,060,359 11,721,792,8:4 4,1117111;163

1980 (1 ' 1,192,000 1.326.000,000 5,000,000 ol 1.721,000,090 d/ 97.6 741,500,000 .
a

1731 f/ 1.217.400 1.461.960.0a0 5,000,000 7/ 1 1.56 olo 17 99.6 862,000,004)

' Total 15,144761,450 65U: 668,550 4,493,792,092 5,772,677,163

r

GRANO TOTAL AVZPAGE NET ANNUAL
ACCROt0' CeNTRIBU7I053

CONTRIIMICNS 7E3 1N1 c/

*9,715,691
4 9,212,882

10,129,997

8,722,300
7,125,735
5,666,630
3,940,405
4,242,993

t,215412
7,186,121

12,565,987

25,879,148
44,467,492
66,565,863

81,730,016
90.634,813

98,734,1.14

115.156.664
131,104,316
145,321,953

1159,373,756

176,432,160

190,896.109
217,916,159
232,000,834

251,041:530
302,167 154

379.615,532
472,890,846

626,353,908
389,114,096

1.101,009,629

1,233,103.857
1,456,415,615

1,407,128,405

490,782,493

1,665,363.24)1

1.794.265,767
1,943931.856
15,890,9/0,057

2,062,500,000

2,)1R 00,f.In1

N1,470,057

4200 '

145

99

61

50

39

27

29

42

49

'81

126

172

219 .

238
248

264

287

308
312

330

345.

354

377
361

-4116

437

494

569

702

899

1,052

1,112'

1,265 .4

1,212

1,675

1,419

1,530

1.650

1,730

1,905

4Anuol Contributions include debt service coutribucluna tar TNA-ovrei
rid Ineluda !male annual BorarIbutfon2 for MA-Icalled

housing starting in 1966.

/ Reflects oblitstions.reported at end of coax fiscal yenr. d/

Ti/ *elude, 4Mo1ernization atartint 111 FY 1970.

c/ Cuouistivc basis.

eZ

o

-

Includes (1/116-.1enicd 1104In6 annual owning adjostoents (pobstgles).

Recoced ns receivable rather than as reduction to Annual Contr1butleks.

litlynted.
Housing R.o11t
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APPENDIX M

EXCERPTS: fl PACT AID TWO YEARS LATER:

AN.ASSESSMENT OF THE PROGRAg AS MODI-

FIED BY THE 1974 EDUCATION AMENDMENTS'

(

tot

5

Ar"

Are Impact Aid Funds ECuitaply Distributed
in Terms of4DiStrict Needs

4 . and Federal Impact?

A longstanding criticismhof the Impact Aid program

that is distributes large amounts of money to-affluent districts_ .

tiChoomsorgriarardiludosrra.a.1.1.1.1s

11.
APP M -1

4
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APP M-2

43.

4
4,

district44tbat could easily support a high level bf educatiOnal

expenditure without Federal. assistehce. A-related criticism

concerns.the appropriateness and wisdom of distributing scarce
4.

Federal-dollats to lightly impacted districts. The ;following

discussion will explore both- of ,these issues.',

Impact Aid and District Wealth!"

Many have argued that the-ImpactAid program is inequitable

because it distributes flinds to aff,luent districts that could*.

easily support a high level of educational expenditures withd'ut

Federal assistance. Indeed, critic's have contended that some

districts are wealthy, in part, because they are benefited,

not buidened,.by Federal activities. Others merely obtel've

1 or

4

that eliminating or reducing these -payments would hardly be

freltf by wealthy districts because Impact Aid amounts per pup4.1,

are small and 'Could easily be absorbed'locallY through modest

tax increases. These persons note that eliminating or reducing'

such aid would free-up a substantial portion of the tota SAFA
1

appropriation fof use by less wealthy districts. AlternatiVely,

Thrdughout'this analysis "affluent" and "wealthy" are used 4

synonymously with property wealth per p it above, the State-
average. Although parallel analyses w e Conducted tieing
various measures of income wealth/"the property wealth
measure was deemed more appropriate in the context of *the -

Impact Aid program.
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these monies could be spent for other more important educe-
,

tional purposes.

Evidence bearing on the validityof these criticisms is
,4

provided below in Tabae 6. The table shots' that in 1976

1. 0

there was some substance to 'these allegations kor, although..
the distribution.of total SAFAI.payments per pupil was somewhat-

progressive across'distriqts classified b?property"wealth,

a significant'hare of -aggregate program dollars went tp, a

large number of distri,cts which, in their-own States, would
N
have been considered relatively wen-off. Thus, even though

the poorest districts received about twice what the leait poor

distriicts received in total SAFA dollars per pupil, about 20

percent of all SAFA dollars went to high property wealth

distriits.1/

,

Closer inspection of Table 6 shoFs that there are major

differences between the way "A" ande"B" category payments

-affect total funding in wealthy and po'r districts. Specifically,

although-49th types cifNpayments tend to be.inversely distributed

across districts ranked by property wealth, most wealthy
v/

dist4cts receive /the bulk of their, funds for "E" category
4

children while poor districts receive thdiefundb because they .

have large concentrations of high burden "A" cate rchilaren!

1/ A but more-pronounced-pattern emerges for districts
ranked-by median family incpm. Fully 42 percent of:all
SAFA monies accounted for bSy oi,Ir sample were targeqd.onv
districts in thb higheist cOarti4e of median family income.

wow."' .s"-'100000.4000n.r.m7.0,"Pplrx

68
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4 ' ITable 6.. Payments to SAFA Distri,cts.Clastfcied, by Property Wealth --. 1976 (Through Tier 2)'a/
A

AP

Property Per PuAl Total SAFA SAFA "A" SAFA "R "/ % SAFA e` "SAFA $ / , # of1ADA) c /a /e/
Pupit12/240 P.411104g/ Pupil1 Dollars9) Millionsg/ Districts(1) . (2) (3) (4)' (5) (6)

9 1National Average
(Total). . $ 23.96 $ 8.0( $ 12.83 (-100.00 $ 19.2. 3,374.

5

.F c..4U.S.,Average1.00) %

.Po&rest
Quartile

Quartile 3
Least Poor.

2.4 1.2 36.9. $ 191.4 9990.8 1.0
' 24.8 128.7 880 L0.6 0.9 19.1 99.4 7700.4 0.8 ,19. -2 - 99.8 725

J

a/ Not included in, FY 1976 SAFA payments are amounts distriblited
under Section 2: money paid to other ---Federal_agencies udder Section; amounts paid out for major, and pinpoint disadter assistance underSection 7; and any payments made at Tier 3 leve &s. Total SAFA indludes hold harmless amounts., These

/

amounts are excluded from SAFA "A" and "8" totals:b/ SAFAper pupil amounts on this and subsequent
tables-are calculated based on total ADA rather thanonly Federal ADA. -Total ADA was used because most Impact Aid is-general assistance and is used for

all students.
2/ Details for property wealth wilt not add'to U.S. totals Eecause these distributions are based bndifferent subsets of SAFA districts. Subsets consist of those districts on the SAFA prograM-data file

which could be snatched with districts on other files contain4 g property data. Note that percentagedistributions in Column (4) are based on SAFA dollars distributed
to the matched districts.s are#assigned to quartiles based on .their within-State rankings. SAFA districts are rankedwith non-SAFA districts in this proceps.,

e/ SAFA data are for 1976. Property data are for 1974-1975.

SOURCE: 1976 SAFA Program Data FildHMatched with 1974-1975 Equalized PcoPA'Value Data.

7'
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46.

These data substantiate claims that large amotkts of

Impact Aid are targeted on tie wealthy, but.do not indicate
,

.

whether wealthy districts could absorb the loss of these pay-.

/'
.ments through relatively modest: increases in't#xand other

revenues. Information.bearing on this claim is provided in.

Table 7 which shows how much aocal (and also State plus local)
..

-revenues would have to raised by districts in different

wealtil quartiles 'in &der foi them to fully offset a totaloNt

ross in their Impact Aid payments. The table shows-that, in

the aggregate, districts in the highest quartile of property

wealth couldoffset such losses by increasing local revenues

about 1.7 percent. State plus local revenues would have tr,

be raised b only 1. percent.

I

Table 7. SAFA Payments to Districts Classitibed
by Property Wealth: SAFA as a Percent
of Local and State ,Plus Local Revenues --
1976 (SAFA Through Tier 2)

Property Wealth
Per Pupil (ADA)

Number of
Districts
in Sample'

(1)

SAFA $ As ,a
SAFA $ As a Percent of

Percent of Local' State Local
Revenues" Revenues

(2) (3)

...... 2,039 2.9 1.6

Poorest 588 6.1 2.8dQuaTtile 2 537 3.0 1.6Quartile 3 472 2.4 1.5Least Poor 442 1.7 1.0

(SOURCE: 1976 SAFA Program Data File Matched With 1974-1975EL4EGIS and 1974-1976 Equalized Property Data.

a
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Although these aggregate d-ata do not indica e the effects

of aid reductions fqr individUal districts, they do provide'

at least partial "evidence to support the comPleints of Impact

Aid critics. Substantial amounts of money are being channeled,.

. to wealthy districts in relatively small per pupil amounts --

amqunts hich apparently could be reduced or eliminated without

causing much difficulty for the districts involved. It is'

also clear that many of!aese funds--EQ.sult from entitlements

for the least burdensome "B" children, while the most needy

districts receive-their Impact Aid assistance because they

truly burdened by large proportiond of "A" Children.
.7(

It would be tempting tO.use these Beata to support the

argument that wealthy districts are being unfairly overcompen-

sated by the program. Given the limited resources that are

available, one could conclude that it 'lakes little sense to
f'

, continue paymepts that , make wealthy vkisIricts wealthier. On

15the other hand, manvowealthy districts could argue quite
, NI

forcefully that-it is inappropriate to consider their rela-
-.

tively favorable economic positions in compensating for Federal

impacA They might contend, for example, that-they would beir--

even wealthi.er without the presence of the Federal government

and that it is'unfair for the Federal sector to, create even

the smallest burden without-kovidinq offsetting compensation.

Own view lies somewhere in-between -- wealthy district ay

be correct when they a ue t8at it is unfair to discriminate

65-
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against them because they are wealthy, but aye on less firm

greound when they argue that`the Feral government has a

responsibility to compensate for even the smallest burden.

Impact Aid' and Federal Burden

A related criticism of the program concerns the fact

that a significant fraction of all Impact Aid districts are

' lightly impacted, containing fewer than 10 percent Federally

connected children. For example; Table 8 shows tha.t 'in 1976,

60 percent of Impact Aid districts were lightly impacted
4

by this definition. The table also shows that even though

these lightly impacted districts received very small per ,

pupil grants (grants that averaged about $13or,,iess per

pupil) in' the aggregate'th r accounted for a,subei.tantial

ZO, percent of all Impact Aid. dollars (about $122 million).

As can be seen, most of these funds were received for-11B"

category children. In coatrast, most of the funds received

by heavily impacted districts resulted because of their dis-
t

proportionately large share of high burden :a." children.

As we...have noted, many would argue that these payments

to lightly impacts distrifts are entirely appropriate. They\

would note that degree af impact has nothing to do with the

Federal governmeht's moral responsibility to compensate for

the burden it causes. They would suggest that any attempt

to reform the present program by reducing or eliminating

these.payments would be improper because it would constitute

689
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e 8. Pajrnents to SAFA Diz,tricts by Percent
'.iAFA Children -- 1976 (Through Tier 2)7'

.

e

DistrictICharacteristic

National Average (Total)

L
Percent SAFA Children

75 - 100

-50 - 74

25 - 49

15 - '24

1.0 - 11-

5 -

Less than 5

oTotal,SAFA/ SAFA "A"/ SAFA "8"/. % SAFA SAFA $ # ob-Pupil . Pupil Pupil Dollars
-(1) (2) (3) 14)

$ 26.39 $ 10.35 $ 12.92 100.0

U S Average(1.00)...

27.7. 67.3 2.0

'9.5 17.8 3.9 9.0

3.5 4.0 ,3.2 24.3

) 1.1
18.3

1.3 15.9

0.5 0.2 0.7' 11.8

0.2 0.05 8.6

(Millifts) Districts
(5) 1 (6)

.$ 610.7 4,221

76.8 99

55.0 108

148.6 407

111.7 480

96.9 567

- 69.0 1,247

52.6 1,313

a/ Not incl d in FY 1976'SgFA payments are amounts
distributedAinder Suct n 2; moneypaid to other Federal agencies under Suction 6; amounts paid out for major and pinpointdisaster assistance under'Section 7; and any Paymentd Made at Tier 3 levels. Total.SAFA includes hold harmless amounts. These amounts are excluded from.SAFA "A" andtotals.

SOURCE; 1976 SAFA ogram Data is irt,

a 69r
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an abdication of the government's responsibility to pay a
share of the cost of educatiligdall Federal children.

. Other's may well find this line of argument difficult to
accept. Given that priorities must be .set an Federal resource
e4iendieUres, they Will questio* whether it is sensible or

--wise for an Impact Aid program to compensate'districts
that

50.

are not very heavily impacted. They will note that distfibuting
money in such small per pupil amounts to districts that are (
so light e¢ impacted diverts support away from districts that
have a more legitimate claim on the program.

We think these latter argumer2 have particular merit.
'Lightly impacted districts should present a relatively low
Federal priority. The case for this position is compelling,
especially when'one considers the consistent pattern of

differences between high'and low impact districts.

Ear example,.Table 9 compares Impact' Aid .payments to
t `A-ldcal (and State plus local) revenues in aistricts classified'

by percent Federal enrGllme'nt. The table shows that Impact
Aid p eats to distrricts with low percentages.of Federal
children are small when compared with other revenues. Thus,
in diStriets where Federal children constitute less than five yI
percent of total enrollment, complete elimination of Impact
Aid would-require_offsetting increases in, local revenues of

,about e-half of one percent. By comparison, eliminating
IMpact 'd payments in the most heavily impacted category of

.

ft
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a

districts would require offsetting local revenue increases of

over 150 percent. Clearly, these'data indicate that lightly

impacted districts are much less dependent on Impact Aid funds

Ahan heavily impacted ones, and (iould adjust to the eliminatio::

or reduction of.these payments without_uffering any undue

hardships.

Table 9. SAFA Payments to Districts Classified
by Percent Federal Children: SAFA as
a Percent of Local and State Plus Local
Revenues -- 1976 (through Tier 2)

SAFA $ as a
Number of SAFA $ as a Percent of

Percent SAFA Districts Percent-of Local State + Local
Children (ADA) in Sample Revenues Revenues

) I.

(1) - (2) . (j1.

1

Less Than 5'

---_

Total 2,174 3.1 , 1.7.

75 - 100 20 153.8 56.3

50 - 74 37 61.7 23.3

25 - 49 186 19.8 7.9

15.- 14 203 5.9 3.1

10-L__1_4_ 263 3 l 1.6'
..=

5 - 9 639 1.5 0.9

826 0 . 7 0.4

SOURCE: 1976 SAFA,Program Data File Matched with-,1974 -1975
ELSEGIS Data.,

6 9 3
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Finally, Table 1G provide; additional information. about

the needs of different types of lApact Aid districts. The

table shows property wealth for districts in each impact;

category relative to these dis'tricts' State 4veraps. For

example, the table indftates,that districts in the highest

impact category have kponly about 55 percent of the average
A

property wealth for all districts in.their respective States.

A quick perusal of the information presented' indicates that

Impact Aid districts have 'about average wealth overall, but'

that heavily impacted districts show real evidence of burden

from loss of property due to Federal activity. On the other

hand, lightly impacted districts are'generally at or above

average in terms of proDerty'wealth. .Once more, lightly

pupacted districts do 1.1.,seem to have been very heavily

burdened as a result of Federal activity.' Given these data,
#

one 14ght- reason bly conclude that, if Federal funding

priorities must be set, heavily impacted'distrcts whoSe

burdens vice relatively= unambiguous, are much more deserving 1# %

of compensation than lightly impacted Ones whose burdens'are

less apparent,
-I%

89 4--
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HISTORY 'OF THE FEDERAL OBLIGATION TOWARD THE EDUCATION
OF FEDERAL CIVILIAN AND MILITARY DEPENDENTS

,,,,
,

,Legislative history of the original Impact Aid' laKreveals that 'the
Congress found the laws of the States and their, subdivisions nave, !
through reliance on real property taxes, placed upon the owners and
users of real property an oblietion for ,the financial support of,publio!
education., With few ;exception this obligation is consistent through-I
out the Nation and applies both to residences and to property used foil
commercial, inastrig, and other private purposes. The Federal Govern-j
ment, as an employer, has recognized an obligation for the education of
the children of )its employees for many years. However, as an owner of
tax-exempt real property,the Federal Government, had not, before 19501

(
accepted the responsibility of the normal citizen of a'communitys for
the financial support of publfc schools. The Impact Aid Program was
originally designed as a device for complying with that obligation with
respect to real property owned by the United States.

Prior to 19504 the Federal Government 'had no established comprehensive
policy for educating dependents of its employees. Instead, various
Federal agencies made ad hoc attempts to educate their employees'
/children. In some cases, an agency provided opportunities for education,
at public expense for all children living on spedific properties. In
other cases, children restdiqg on federally-owned property were required
to.pay tuition to local educational agencies. In still other cases,
States and localities permitted federally-connected children to attend
local public" schools. However, there were also cases in which fed-
erally-connectl, children were afforded no opportunity to attend public

.0

school at 411.--
A

History--Prior to 1940

JIhe United S ates,Conatitutiodigives the Federal Govbrnment the right
to exercis exclusive. jurisdiction" over all. property purchased by the

Federal Government for military purposes. Therefore, when the Federal
Government exercises exclusive jurisdiction,' local communities are
relieved of responsibility for providing public servicest, including
education,'to the residents of the ceded or purchased lands. -I

1/ H.R. Rep. `NS 2287, 81st. Cong., 2d Sess. 11 (1950).
2/ Legislative Reference)Service, Library of! Congress; Education of

Children Living on Federal Reservations and in Localities Particu-
larly Affected by Federal Activities, Senate Committee on,Appropri-
ations, 81st Cong., 1st Sess. 2 (Comm. Print 1949) (hereinaf
cited as 1949 Comm.NPrintl.

1,2/ 174,0 Const., art. I, S8, cl. 17.

.4/ Catherine Ehrmantraut Martini, A Study of the Effect of Fede al Gov-
ernment'Installations on School Facilities in Selected Areas 8
(1948) (unpublished M.A. .thesfs in American University Library)
(hereinafter cited as Martini).
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. e
The War Department was the first Federal department to recognize the
need fbr ',Vic schools for its employees and to apprise the Copgress of
that need. -(In 1821. the Congress enacted into 3.,* regulations providing
for a system of public schools

6/
for military dependents, which were

commonly known as post- schools.- These regulations,"compiled by Major
General Winfield Scott, provided for financyg and administering civil
activities including education for children) and remained, with minor
changes, in effect for the next 100 years.

In 1922, direct appropriations for military post schools were discontin-
ued. The Only educational facilities. for military dependents directly
supported by Federal funds (within` the United States) from 1922 until
the 'National Defense Program of '1941 were those facilities for West
Point personnel and

/
a small number of Navy - financed schools, which were

initiated in 1917:-

It is worthy to note, however, that during this interval'one State Set
legal precedent in addressing the responsibility of educating military
dependents. In 1841, the Supreme Court of Massachusetts ruled that
State and local governments are not responsible.for ducating children
-living on reservations under the sole jurisdict n of the Federal
Government.. The Court said that persons who reside on lands purchased
by or ceded to the Federal Government for Miiita?.y pirposes were.mot .
entitled to educational benefits of the 'common schools in the locality
where the military establishment was located.. At the iame time, how-
ever, thop -1persons were guaranteed exemption from taxes.

1

In 1931, the National Advisory Committee on Education was or ized to
reiiew,the activities and policies of the Federal Governmen concerning
the education of children on Federal reservations. The. ittee study
revealed that the Federal Government lacked a comprehen_ive policy.
Elaborating on their findings, the Committee stated that nearly every
departitent of the Federal Government managed-schoois for training its
2wn personnel under its own departmental jurisdiction.. Different
departments performed similar services and there was considerable
overlapping; there -was-little, if any, cooperation or coordination of
efforts. The Committee concluded that consolidation of administrative
authority over educational activities serving the same purpose was

Lloyd E. Blauch & William L. Iverson, Education of Children on
Federal Reservations, Staff Study No. 17, The Advisory Committee oil
Education 19 (1939).(hereinafter cited as Blauch].

1/ Act of March 2, 1821, 35 Stat. 616.
2/ Blauch, supra note 5', at 20-22.

1949 Comm. Print, supra note 2, at 6-7.
8/' Martini, supra note 4, at Preface.
9/ Id. 8.

0 1949 Comm. Print, supra note 2, at 3.



APP N-3
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preferable. Tht Committee recommended the establishment( of an Teter-
depatmental Council on Education to coordinate the policies and pro-
cedures of the disparate Pedenl education activities and'the
went of AIDepartment of Education with a Secretary in the President's
Cabinet. The Committee also recommended that the Federal Government
'assume direct' responsibility for the education of children living on
Federal-reserve &leas, districts, or reservations, providing educational
facilitill at approximately the standards maintained generally by the
States.--1

Thereafter, during the )930's, reders1 agencies, including the Tennessee
A Valley Authority, the Veterans' Administration, the Army Corps of

Engineers, and the Departments of Commerce, Interior, 'and Justice,
provided directlyor indirectly 'for the'education of their employees'
dependents. Recognizing the direct relationship between recruitment of
personnel and the' availability of public school the
adminfstrators of the Federal Bureau of Reclamation made specific
provisions in their contractual bids for construction work "to asey5e
educational arrangements for ,(dependents of] their employees..:.."--I

1/4

Expansion of Federal activities during this period brought into the
bureacracy many people with school-ageNctlildren; the number of civilian
employees rose from 600,0Win 1933 to more than a milltbn in 1Ril0.
Many of these employees were assigned to work or to live on tax-exempt
property., At the same time, depression coeditions had caused a reduc-
tion in local tax revelTes.1 and many local t educational agendies faced
financial difficulties:-1

6

19 1937,'Aearly 21,00es hool-age children were reported associated, with
620 reservations and projects the 48 States. Army posts and ,naval
stations were the homes of 71 per ent of the children; some 15 percent
were at reclamation erojects; and nearly five percent were at treatment
facilities. The others were at lighthouse stations; navigation, flood
control, and power project's; national Parks; pF4ijsons; fish hatcheriest,_
and soil conservation projects on public lands.---(

,

Concerned with the edhcational pfoblems of these federally-Connected
children, President Roosevelt appointed the Advisory Committee on
Education in 1937. The Committee made the following recommendations

10/ 1949 Comm. Print, supra note 2, at 15-16.
11/ Martini, supra note 2, at 15-16.
12/ Id. 24.

13/ David. S: Bill & William A. Fisher, Fedetgl Relations to Education:
Report to the National Advisory Committee on Education 41-44,
261-269 (1931).

14/ Blauch, supra note 5, at 171-173; 217-218. ,
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concerning the education of children of Federal employees residing on
Government reservations:

1. The Congress should establish, a permanent '-p.:53.icy by
which all children ofFederal employees residing on a'
Federal reservation or at a foreignstatioe will be assured
the right to an edUcation. 'Sufficient.funds.should be
appropriated.to obtain or provide for,those children.school
facilities free from tuitional costs4to the individual and
comparable in quality,, so fir as possible, to the public
schools maintained by the States.

.2. Since it will be necessary to vest some administrative
agency with considerable discretion as to the procedures to
be followed in providing or obtaining the use of suitable
facilities, the ,appropriations (other than those fOr the
Panama Canal Zone) should be made in a lump sum to the
United States Office of Educationl***

3. Wherever it is at all possible,ipublic schools should be
used for the edudtion.,of children residing on Federal
reservations, even if,'the extensive use of transportation

istawired. In othei cases, it may be possible to make
e arrangements 'with adjacent schooljurisdictions

for the operation ofsChools on the reservations. ,In a few
cases, a federally-opeirated school- or school services of
some kind will probably be necessary. In those cases, the
Office of Education shluld ate funds to the Federal
agencY or agencies having ontrol over the respective
reseriqtions, and the r possible Federal offilCials should
maintain the schools un er the general supervision of the
Office of Education.

4. The Office of Education should be authorized to e tab- -.0,

aish general policies and the necessary regulations fot
administering 'the funds. It-should be required, however,
to consult with an advisory committee made up of represent7
atives from the several departments and agencies in which
need existis

/,
for school facilities for the children of

empfoyeese--

W
In sum, prior to.the National Defense Program, Federal funds were
provided for educational purposes in connection' with Federal property,
either directly or indirectly, in the following ways,:

, N . '.,..

o Direct appropriation for maintenance and operation of Ron station'
schooli---one Army (West Point) and three Navy;

6 DireCt.appropriation to Federal agencies--e.g., Farm Security

15/ 1949 Comm. Print, supra note 2, at 17.

Li)

1.

3
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Administration and Frderal .Bureau Reclamation- -for' construction pf
school facilities;

Thcome from Federal property, e.g., in' connection with oil and
mineral leasing and grazing lands; and

Payments in-liig,of taxes, e.g.,J oh -slum clearance.and low-rent
housing projects.--

The National Defense Program

The National Defense Program, initiated in 1940, was
inadequate method of assuring that educational facil
available to the millions_of people that were recruited
isolated area:s in connection with expansion of Federal

J.
omplex and

ties would -be
and settleryn
activities. --=

New spurts of Federal employment expansion followed the outbreak of war
in Europe in 1939. and the initiation of major military and, land -lease
programs in 1940. Army contracts and military edtablishments attracted
new residents to many communities. At the same time Federal activities
were increasing the school-age population in many communities, acquisi-
tion of property by the Federal Government for defense purposes tnk
portions 4Df the tax base from many local educational agencies.--=

Thodsands of workers and their' families moved to defense production
centers and expanding military installations in the late 1930's.
Through-the Lanham Act, approved October 14, 1940, Congress provided for
construction of federally owned 'war housing* in these .overcrowded
defense areas. The Congress did not, however, provide for educational 1
facilities-for-the jendents of the employees residing intwar housing,
leaving this respalkOility\to local educational agencies. The Lenin,
Act states that Federal ownership of war housing is not exclusiveri--
States, therefore, exercised concurrent jurisdiction over the properties
purchased by the Federal Goverhment for defense housing purposes.
ConsequaWy, residents were entitled to benefit from the public school
system.-=7

*

In the Lanham Act, Congress also recognized the financial burden that
would be imposed locally through the construction of housing and pro-

S

iy Martini, supra note 4, at 26-27.
42/ i.mt Labovitz,VAid for Federally Affected Publ
12/.1d..13.

19/ Lanham Acts Pub; L. yip. 76-849, 76th.Cong.,
$tat. 1125-1128 (1940) (covering October 14,
1941] (amended by Lanham ActomTitle I, Pub.
Cong., 2d Sess. SS1-9, 56.Stat. 11-12' (1942)).

loj Johnson v. Morrill, h14. P.2d 873 (1942).
State v. Cocoran, 128 P.2d 999- 42).
me

699

ic Schools, 15 (1963).
0

3d Sess., 60-14, 54
1940 through; June 30,
L. No. 77-409, 77th
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vided for payments in-lieu of taxes. The Congressribted that while
individual residents would be subject to_State and local taxes, Federal
ownership of real property would pfpyent the imposition of ad valorem
taxes against the land and housing. r

In 1941, the Congress 4mended the Lanham Act to authorize the Federal '

Works inistrationto ke loans, or grants, or both" to maintain and
opera school,Lacilities in federally- affected areas for t o next fi
years. The basis for this provision was to aid the war effort.

The 'Lanham Act as originally enacted was intended to address housing
problems caused by wartime Activities., In 1946, after the war, however,
the Congress again amended thALanham Act to authorize Federal aid
for 'one more year in order to assist eduHOonal facilities and communi-
ties during- the transition t3 peacetime.--1

The following table shows audited allotments for maintenance and opera-
tion of

4/
schools under the Lanham Act, by school year and by 'source of

funds.

School
Year

Number of
Prolept6

Allotments for Schools
Total Local

Funds
Lanham Act

Funds

1941-42 310' $ 2,937,444 $ 2,937,444
1942-43 407 $41,130,004 $36,351,045 $ 4,776,959
1943/44 385 $54,4174170 $44,590,301 $ 9,826,869
1944745 408 $79,843,960 $66,912,635 $12,931,325
1945-46 361 $87,853,800 $74,715,086 $13038,732

In the early years following the war, the Federat Works Administration
and the Departments of the Army and the Navy recognized the need ,for
continued funding df those schools that had received assistance during
the war, some of'which.r&ceived assistance under the Lanham Act. In

1946,-the Congress passed legislation authorizing the Army and the Navy
to provide assistance to schools affected by:yederil activities. The
legislation recognized that large numbers of children-living op tax-free
government reservations constituted a continuing problem for sole local*

.

21/ panham Act, Pub. L; No. 16-849, 76th' Cong., 3d Siss., 59,54 Stat.
1125-1128 (1940) (amended by Lanham Act, Title I, Pub. 'L.,No.

. 77 -409, 77th long., 2d Sess., 58, 56 Stat. 12 (1942)).
**. 22/ Lahham Act, Title II, as amanded.by Pub. L. No. .777(137, 77th Cong.,

1st gess., 53, 55 Stat. 361-363 (1941)' Ecuiering Juhe 28, 1941

through June 30, 1946]. .
, .

22/ Lanham Act,'Title II, as amended by Pub. L. No, 79-462, ,79th Cong.,
2d Sess., 60 Stat. 314 (1946) (covering June 26, 1946 through*June

. 30, 1947].
24/ 1949 Comm. Print,' supra note 2, at 8.

# ()
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educational agedcies for which the Federal Government ha4bome responsi-
bility. A study conducted by'the U.S. Office of Education in 1947
concurred, resulting in general agreement on a proposal to the Congress
whicd recognized the need for emetgency assistance to local educational
agencies because of problems growing out of wartime activities and
continuing problems resulting, from peacetime activities.

Instead of evolving a lapg-term plan to assist local educational agen-
cies in educating'fedeally-connected children, as proposed by the U.S.
Office of Education, the Congress merely authorized appropriations in
1947, .under the Landis Act, to the *Federal Works Agency to continue for11.

one more year assistance to those schools-that had rg9ived Federal
assistance the preceding year and were still in need.' In 1948, the
Act was amended to continue for another year assistance to those schools
that had received help the preceding year and were still in need, and
to assist new schools in need because of expansion or reactivationig;
defense installations or operation of new defense establiskunents..

Some of the other Federal agencies given congressional authorization to
assist local educational agencies in some fashion durk2g the 194
included; (1) the Public Housieg'Authority, authorized tcPmake p nts
in-lieu of taxes for real prop4rty, under its jurisdiction (Publ Law
849, 76th Congress); (2) thesAtomic Energy Commission, given broad
authority to construct, maintain, and operate schools on its r serva-
tions and in ommunities adjacent to its reservations (Public w 585,
79th Congres and (3)_ the Reclamation Bureau, Interiori-Eepartment,
authorized assist local educational agencies with new plant facili-
ties and m intenance and operation funds, bu t,p ly during the period of

_Aft

Bythe late 1940's, at least ten different Federal agencies-a/II/had been
given the --

authority to provide Federal assistance for some kind of
support of local educational authorities affected by their
activities, This legislation differted) in,policy, author-
ity, and detailed provisions from one agency to another and
application of the legislation often differied) between
branches and bureaus withy; the same agency. The result
(was] that there (was] no uniformitydin this program on the
Federal level. --

25 / Id. 10.

Landis got, Pub. L. No. 80317, 80th- Cong;, 1st Sss., 61 Stat.
716-717 (1947) (covering August 1, 1,947 through June 30, 1948).

26/ Landis Act, Pub. L. No; 80-837, 80th Cong.-, 2d Sess., 62 Stat.
1110 (1948) (covering June 29, 1948'through June 30, 1949) (amending
61 Stat. 716-717 (1947)).

22/ 1949 Comm. Print, supra note 2, at 12-13.
22/ See Attachment I, infra.

22/ 1949 Comm. Print, .supra note 2, a 15.

t
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30/
A number of similar bills proposing a comprehensive policy for the
education of children residing on Federal properties and in communities
overburdened With educational problems as a result of Federal activities
were introduced in the'Eightieth Congress in 1947. Although these bills
were not passed, they are an _immediate historical precedent for the

Impact Aid law. A summary of their purppses and provisions follows.

The proposals estabrished a comprehensive Federal policy and plan for
the education.of children on Federil reservations and other federally -
owned property on which %,,tax equivalent are authorized and included
among other proVisions th3E4(1) local control shall be strictly main-
tained; (2) the Codmissioner of. Education shall artange or the free
public education of .all school-age children residing on nonsupporting
Federal property.'hy entering-into agreements with State and local
educational agencies; (3) that the Commissioner may not enter into such
an agreement with a local. educational agency without approval of the
State educational agency; and (4) educational opportunities provided
under this proposal-shall be equivalent to thosepmovided other chil-
dren in the State or locality.. A method of determining payments was
%included.

The bills fuither authorized temporary financial assistance to State and
local educational agencies in furtilsbing free pubic educe on to
school-age children living in Federal war-housing projects i which
payments in-lieu of real property taxes were made but were ina quate
for the support of ,free public education of the children residing
thereon. Provisions. included` that the bills apply with respect to
egreamtnteentered inteexcepttbat
pursuant EoLcuch an agreement shouldo4n no case exceed the actual

icit cued by the State or lochl educational agency provid
-the ed cation.

4

Anoth 'authorized temporary financialsistance to local
educational agencies furnishing free public education to school-age
children in local school districts overburdened with war--incurrdd school
enrollments.

All of the proposed bills were to be administered by the Commissioner of
Educationundelr_the directige/And supervision of the Administrator of
the Federal Security Agency. "

.
, .

The
,
fictional Council of-Chief State School Officers issued a recommenda-

tion on the aforementioned bills, which proposed to provide for the

22/ The bills .. reduced in the Eightieth Congress relating to the

education of federally-connected children were: S. 1011, H.R. 2650,
H.R. 2652, H.R. 2653, H.R. 2669,H.R. 2743, dnd H.R. 3145.

1/ Id. 18-194,

702
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education oechildren on Federal reservations and other federally -owned
property not subject to State or local, taxation, and for other purposes.
The recommendation read in part:

From the vieirpoint of officials responsible for the admin-
istration of State school systems,...(the] proposed legis-

lation...provides the means by which the Federal Government
shbuld assume definite financial responsibility for the
education of children living on Federal reservations
other federally-owned property.

The bill[s] rare] in keeping with sound education policy.
(They are], consistent with fundamental =principles, which
should govern proper Federal-State relationships in educe-
tion...(and are] free frbm objectionable Federal controls
over State and local school systems. [They meet] long-felt
and well-substantiated need. The administration of the
act(s1- is properly placed in the United States Office of
Education.

(The proposed legislation] represents a unified approach to
an educational problem of great concern to some 14-Federal
agencies and.to many States and localities. It would solve
[the] problem...(of]...many different policies and separate
plans of admeistration. It seeks to establidh a broad,
comprehensive policy for discharging the specific obli-
gationannhich it authorizes the Federal Government to
assume.--1

The Eighty-firdt Congress saw the introduction of many more bills33/--
that authorized payments, through the Federal Works Adminstration,- to
local educational agencies to provide eddcation for federally-connected
children, and prescribed terms and conditions of grants for construction
of school facilities, as well as one bill which provided for payments
in-lieu of taxes' (H.R. 445). upon consideration of, these.bills, IhsL
Hou Committee on Education and Labor decided to study the matter priori
to Aathorizing any of the proposedpermanent legislation.

The' Committee held hearings .in Washington, D.C., and cdnducted field
investigations in 23 locations in 16 States, through which they received
testimony from approximately 600 witnesses in 42 States as well as

32/ Id. 17-18.

33/ Several of the bills introduced in the Eighty-first Congress were
comparable to S.-1011, which was proposed in the Eightieth Congress,
to wit: H.R. 2287, E.R. '2422, H.R..2427, H.R. 2441, H.R. 2577, B.R.
2611, and H.R. 3395. Other bills included: S. 13, S. 834, S. 1085,
S. 1243, S. 1263, H.R. 554, H.R. 1972, H.R. 2423, H.R. 2617, H.R.
3230, and'H.R. 3487; some of which were identical.

I

I
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supplementing their findings iDya statistical study. They found that

...hasically).Federal activitieh place a financial burden
on adjacent districts...ibedause] FOgral ownership of
property reduces local tax income for school purposes...
(and' because a) Federal project or activity causes an in-
flux of persons into a colpunity, spulting in an increased
number of children to be eaudated.--i

A total of dio local educational agencies, representing approximately
two - thirds to three-fourths of the federally-affected districts in the
country, were included in the study. While they reported an increase in
enrollment of more than 70 percent, the number of children (who re-
sided) on Federal property and the number wfibse parents (we.re) emplved
on nontaxable Federal property...represent(ed) a several hundred percent
increase/ in the number.of school children since the beginning of

JD
The statistical data also demonstrated a comparable increase

of approximately 200 percent, or $171 million, in the cost of ogOkSting
schools in those districts. This is notwithstanding the fact that if
the 250 million, acres of federally-owned property in those districts

im'were assessed-4d. taxed at the current 'rates, the property would yield
over $193 million per year for operating expenses of schools.

The Committee, therefore, found that '(w)ithout continued Federal help,
more than 1.8 iillion children in th5ge federally-affected areas (would)
not receive nor 1 school services.' --1

After full con ideration of the findings, recommendations and proposed
legislation resultini_from the study, the Committee 'unanimously ieport-
ed E.M. 7940 which was late ablIc Law 874.

The House Committee observed, in 'their report on H.R. 7940,`thatthe
"U.S. has become an industrialist, landlord, or a businessman ,in many
communities' by ownAg and using land Within those Communities. How-
ever, since the. land. is tax-exempt, the Federal. Government has not
accepted 'the responsibility of the normal citizen in a community" to
meet its financial obligation to suppoxik public schodIA under the
'existilig school finance laws of the States.

Consequently, the Congress enacted Public Law 874 as a device for
Federal Compliance with the oblton of landowners to support public
education.

34/ H.R. Rep. 2287, 81st Cong.(' 2d Sess. 3-4 (1950).1,
5 Id. 6.

_6/ Id.

L
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ATTACHMENT I

The following table outlines the estimated -funds for the education of
children living' on Federal reservations and in localities_particulariy
Affected-by Federalactiviiies prior to the Impact Aid Program.=
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Harold4E. Rogers, Jr., Chairman of the Commission on the Review of the
Federal Impact Aid Program, votes in support of the Commission's report
on the administration and operation of the Impact Aid Program. He
endorses the Commission's conclusion that the Impact Aid Program' is a
well-warranted program worthy of being continued:

In the Chairman's view; however, two specific elements of the Commis-
sion's formula for determining Impact Aid entitlements result in pay-
ments which are too generous. That generosity increases the total Cost
of .the Impact Aid Program and diminishes the likelihood that the program
will be fully and fairly funded.

Also, the Commission'a recOMmendations do not providefor an abso4ption
of federally-imposed costs by districts wealthy enough to do so without
incurring unduly onerous financial consequences. In the Chairman's
view, an absorption provision is mandated by the-premise that Impact Aid
is necessary when federally-imposed financial burdens threaten the
integrity of local school districts. Furthermore, an absorption provi-
siam-would lower the total cost of the Impact 'Aid Program, which would
increase the likelihood that the program would be fully and fairly
funded.

'Thus the Chairman offers three supplementary suggestions which the.
ultimate Policymakers--the Congress and the President--May rely on in
fashioning the Impact Aid Program. These suggestions are not intended
to--and in fact do nottin away from the Chairman's support of the
substance of the Commission's, report. In fact, the supplementary
recommendations are offered because the Chairman believes they enhance

tent 1 ' _OMM -.
-

Each of the Chairman's suggestions' is based on the notion that, Impact
Aid payments are compensation for federally-imposed financial burdens.
As such, the payments should correspond to those bAdens. In the
Chairman's. view, actual costs incurred by a school district approximate
that district's financial burden. Thus, the Chairman considers Impa
Aid payments should correspond, at least roughly, to a district's act
Costs.

al

It has been argued that there are 'hidden" Cr "additional' costs asoci-
,ated with federally-connected children., These hidden costs,.it is
argued, warrant basing Impact Aid payments on- an amount which exceeds
actual district costs: This reasoning is used-to support the Commis.7
sion's recommendation that Impact Aid payments be determined by refer-
ence to an "adequate level .of education" standard which is designed to
exceed actual local. costs in most districts.
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If it is considefed that Impact Aid need not necessarily reflect actual- (

costs in a district, then the Chairman's suggestions are not appropri-
ate. To those who believe Impact Aid payments should correspond to
actual costs, however,- the Chairman's suggestiOns may "provide a
bOsis for streamlining the Commission's generous but otherwise well-
recommended program.

The Chairman suggests alternative lines of reasoning regarding: (1) the

use of the national average per-pupil expenditure, (2) the use of the
floor of one-half State perlpupil expenditure below which Federal
contribution per child cannot fall, and (3) an absorption provision. A
presentation of each of these follows.

Majority Recommendations, The Commission's formula for computing
entitlement relies on the following principles, as spelled out in its
Report:

A local educational agency Should be compensated on the
basis of a consideration of the benefits conferred, and the
burden placed, upon it by Federal activities; ... in
.determining the amount of burden, the following should be
taken into consideration:

(a) loss of revenue,
(b) cost of proyiding an adequate level of education,
(c) the fiscal benefit of Federal activities, and

(d) the obligation a landowner'ana u has, as such,
under school finance laws of the State.//

The report continues:

The basic theory, is for the Federal Government to`pay an
appropriate percentage of the local share of the cost of
providing an adequate level

2/
of education, as deteriained

under the laws of the States.--

The report concludes that a method of "computing local share" which is
better than referring to comparable astricts is one which:

determine(s) what the non-local share oS the cost is and
then deem(s) the remainder tobe-local..e-

1/ Commission on the Review of the Federal Impact Aid Program, Depart-
ment of Education, A Report on the Administration and Operation of
Title Ifof Public Law 874, Eightx First Congress 366 (1981) (here -

inafter cited as Report).
Report, supra note 1, at . the Supplemental Views were written
before preparatiorof the Report in its final form. As a result,
some of the pas ages quoted in'the Supplemental Views no longer

appear in the text of the Rtport:
3/ Id.

a
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4/The Commission's 'actual recommendations on amount of compensation-- pro-
vide for payment based on the Federal Contribution Rate (FCR). A
district would receive one -half FCR for each child residing an Federalcji---N,
property and one-half FCR for each child residing with a parent employed
on Federal property. FCR is said to *be equal to the local share per
child of the cost of education* in a district.

That. *local share of the cost of education,* the recommendations'con-
tinue, is the difference between *the amount determined to be necessary
to provide an adequate level of education per child* and general State
aid -per, child.

The amount required to provide an adequate level of education is,.in
turn, defined as the greater of State or national average per-pupil
expenditures. 'Finally; the recommendations provide that a district's
MR cannot fall below half the average per-pupil expenditure in the
district's State.

National Average Per-Pupil Expenditure.--5/ The Commissipn's recOmmenda-
.*tions provide that the .amount necessary to provide In adequate level of
education (from which St
is the State or nationa
higher. The Commission

hare is subtracted to obtain local share)
rage per-pupil expenditure, whichever is

tates:

The expenditures in States having average per-pupil expen-
ditures of less than'the national average per-pupil expen-
diture may not be sufficient to provide federgpy-connected
children with an adequate level of education.- -

This provision is an exception to the-general 'principle of Federal
neutrality regarding the law ok States,* which requires thatOdecisions
regarding what expenditure is necessary to provide an adequate level of
education should be respecte9rand presumption should lie in favor of" a
State's actual expenditure.-/The Commission supports the exception to
the general ruleNwitp the following argument:

Wherever a.federally-connected child-goes to school(,) the
Federal obligation follows. If, for Federal pUrposes, the
Parents of a child must reside in a school district of a
local education agency having low expenditures per child,
should the education of that child be hampered by the
fiscal capacity of that local educational agency? With
this factor in mind, and carrying the Federal neutrality

4/ Report, supra note 1, at 423-425.
3/ Data used in this section is drawn from Estimates of School Statis-

tics 1978-79, published by the National Education Association.
6/ Report, supra note 1, at .

7/ Ia.

r17

a



-SV-4

concept a little further, a minimum level af expenditures
can be set for d determination of adequate-level of educa- .

tion: the collective debisions of all the States, so that
the nattpal average per-pupil expenditure becomes that

= minimum.-/

In the alternative, the Chairman considers that offering the national
average per-pupil expenditure option does clntradict the notion of
Federal neutrality, if Federal neutrality means treatiniStates similar-

',,,;40. In this case, the Commission's recommendation? s4bstitute the
national average per-pupil figure for low State averages as the amount
required to provide an adequate level of education. In so 25ing, the
Federal Government is conferring a benefiton States with low per-pupil
expenditures, while failing to confer a similar benefit on States with
high per-pupil expenditures.'

way in which the Commission's formula is not neutral is its
regio al bias. All the states in the South and -,tbe Southwest have
per-pupil expenditures below the national average; only three of 11
States in the Nortimast have per-pupil expenditures which fall below the
national average. --/ /Thus, the Commission's recommendations not only
violate the concept of Federal neutrality by favoring, some Stat"over
others; they systematically favor States in the South and Southwdsi'over

those in the Northeast.

The most important implication of the national average expenditure
option is its costliness, The Chairman, cannot ascertain hair much of the

$1.5 billion required to fund the COMmission's recommended program fully
is the result of compensating districts as if they spend the national
average per pupil, whether they do or not. More data than the Chairman'

8/ Id. ,r
9/ Those States are Alabama, Arkandast% Florida, Georg , Kentucky,

Louisiana, Mississippi, North Carolina, South Carolin Tennessee,

Virginia, West Virginia, Arizona, dew Mexico, Oklahoma, and Texas.

Other States benefiting from the mijority%s_recounehdations bec use

their per-pupil expenditures fall below the natipnal' average a :

Maine, New Hampshire, Vermont, Indiana, Ohio; KaSsas, Missou
North Dakota, South Dakota, Idaho, Utah, California, Nevada, and
Hawaii.

12/ The eight northeastern States with per-pupil expenditures eceeding
the national average are: Connecticut, Massachusetts, Rhode Island,
Delaware, Maryland, NeJersey, New York, and Pennsylvania. Other

State th per-pupil expenditures which exceed the national average

llinois, Michigan, Wisconsin, Iowa, Minnesota, Nebraska;

Colorado,, Montana, Wyoming, Oregon, Washington, Alaska; and the

District of-Columbia.

7i )
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has available tolim is required. In lieu bf a precise calculation, the
following discussion attempts to shOw that the figure is not.trivial.

About 52,percent .of all districts are located in States with an average
per-pupil expenditure below the national average per-pupil. expenditure.
Under the Commission'e formula, they would! be compensated, as 'if it
actually costs them t1e national average expenditure to educate each
federally-connected pupil enrolled in their schools.

In 1977, the national average per-=pupil expenditure was $1,755._ Iii that
year,,the average per-pupil expenditure in States with averages falling
below'the national average ranged from $1,201 i7 Arkansas to $1,749 in
Nebraska. On the average, federally-affe'cted districts in Arkansas,
could, using thenational average per-pupil expenditure, receive $554
more,per "A* child and4277 more per *8* child than theY contribute, on,
4thelsverage, to the education of those children from local revenues.--,

-01k /, ,

On the average,- a district would'receive en amount per *A* child in
'excess of actual local costs egura--..to the amount by which ite State's
per-pupil expenditure falls below the national average. By way of
estimate, among distiicts in States with per-pupil expenditures below.
the national average, any *overcompensation* would be in the following
amounts per *A* child: fomAthree States, about $500; for three. other
States, $400; for ten States, $300; for seven, $200, and_ for five,

Eliminating the national average alternative would save the Copmitsioh's
recommended program the following ariount: the total numfAr of *A* pupils
in each State with per-pupil expenditures below the national average,

-plus one-half the total number of "B" pupils in those Statesi multiplied
by the difference in each State between average 'per -pupil expenditure
and the national average per-pupil expenditure.

The Chairman heeds more data to calculate, this figure precise . It
seems apparent, however, that the figure is not trivial.' If t e nation-
al-average alternative. were eligiinated, the percentage districts
entitled to-an Impact Aid paymnt'per pupil which, b
exceeds actual local costs per pupil would be reduced to 32 percent.

The FCE*Floor. The Commission's'Aormula provides th no district's FCR
'should fall below half ,the .average per-pUpil expenditure in is-
trict's State. That pxovision/is based on the f lowingtheoryt

e policy ih favor of Federal neutrality with respect to
State law requires a consideration of the question of in -,
creasing State contribution to local educational agencies.

7lj
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If the Amount a State contributes to a local educational
agdncy increases beyond 50 percent of the cost, the method
dedcilbed'above--would penalize that, local educational

,' agency in that its Impact Aid payments would be reduced--
this would discourage State policies in fri3Or of.moreState
aid. and be negative rather hen

404.. 4

The Commiision concludes that' a,uminiiAum Federal contribution rate
should be set- so thatn9 local educational agency in any State should
have a Federal contribution ,rate ofTl2ess than 50 percent of the average

. .

per -pupil expenditure inthat State#71 .

It.isatguable that t9 the extent State aidpays part of per-pupil
expenditures in a fedetpllyaffeqted district,_"the local burden is

diminIshed% .In effect, the State.Shouldera part of the burden by
decreasing the share whicb;the local diStrictiaust contribute. It could
be argued that Impact Aid should,got duplicate. what' State aid, is already

. accomplishing., This Jihe of reasoning supports an entitlement foimuld
without a minimum floor so that State contributions are taken into
consideration.

SV-6,

The Chairthan does not support eliiinating this floor provision entirely,
however. . In several States, ,th4 detrimental effects of eliminating it
outweigh the benefits of doing:so..

Fifteen States have both a low per pupil expenditure and altate
bution which exceeds 50 percent of education' ievenues. The contributTon,
rate calculated,by subtracting the High State share from the low totalw
per-pupil expenditpre.in 'those States -- without figuring a floor of

one-halfpf per-pupil expenditures below which the rate cannot fall--1.49
yield a"'9ontribution rate as.much as $325 lower than current rates.-4.
Incorporating brie floor (but eliminating the national average per-pupil
expenditure Om/ ion) yields a contribution rate which fSlls slightly
below current LCR id 13 Stated (by an average of abdut $106) and
exceeds curf1pt LCRsNin two States (by $55 in Florida and $2,50 -in
Louidiana). ' Z.

1:11 Report,- supra note at .

12/ Id. .

.\---.

, L/ One of the 15 States is Hawaii. The difference between Hawaii's LCR
\ . in 1878.-and a contribution date figured .without a floor is $436,

because Hawaii has a State contribution of nearly 80 percent. This

figpre is exceptional. ,\
14/ Given errors and imperfectiops in data, the $2.50 figureii probably

.not significant. X ,
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The following table summarizes this.
IP

Comparison of C9ntribution Rates for-States with Per-Pupil
Expenditures Below National Average and State Contributions;

Over ,Half' of Education BRvenues,1.977 Data "

'

dv-7

Rate Under
Commission
Formula

1979

LCR

Rate Under
Alternative Formula,

Without Floor ,

Rate Under
Alternative Formula,

WithState
Alabama $927.5 $780.0 $455.5 $641.5
Arkansas 1f131.0

f
780.0 576.5 600.5

Florida 837.6 780.0 -753.6 835.5
Georgia, - 1012.0 780.0 603.1 623.0
Kentucky 804.2 780.0 427.2 689.0
bouisianh 858.3 780.0 668.3 - 782.5
MissispAppi., 1,102.0 780.0 581.2 617.0
N. Carolina 823.6 780.0 s475.6 ..708.5
S. Carolina 1,026.0 780.0 . 641.2 . 685.0
W. Virginia 839.5 780.0 580.5 748.0
Indiana. ' 1,030.0 780.0 682.6 703.5
N. Mexico 777.8 780.0 474.8 726.0
Oklahoma 943.9 780.0 660.9 736.0 e.
Texas 1,057.0 780. 686.5 692.0
Hawaii 600.5 780.0- 344.2 600:5

IA the Chairman(s view, a significant drawback of eliminating the floor
is its regionalized effect. :;A-11 but two,of the 15 States most heavily
affected by eliminating thea-floor are din the South or the Southwest.

Five* States have State contril3utions amounting to.over 50 percent of-
;ducation revenues, but average per-pupil expenditures exceeding the
national average. Districts' in those StatesT-which are able to spend
more for each child than districts spend on the average in the Nation as

whole--do t, in thetChaiimanis,viev, need to be guaranteed a floor
low which cannot fhll. s

.1111

,

In addition, calculating without the floor for those five States yields
a contribution rate which '016es not differ marAly from current LCRs in
those States, except in the case of Alaska.--1A rate figured with the
floor,woulA, in contrast, exceed current fates by much- more -an average4 1-6
of $326.---(The following table summarizes this.

15/ Alaska is an exception to the general rule both because the ate
contribution is high and because Federal land ownership s so
extensive there.

16/ This figure excludes Alaska. Including Alaska in the computation, a
rate figured, with the floor would exceed current rates by an average
of $434.

kilirMarma
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Comparison of Contribution Rates for States'with:Per-PUpii.'
Expenditures Above the National Average and State Contrilltions

Excedding Half of Education Revenuet, 1977 Data

if
Rate Under

Commission
Formula

.

1979

DOIR.

Rate Undkr

Altermative Formula,
Without FloOr

' Rate Under:
Alternative Formula,

With Floor'State
Delaware $1,036 $914 $608 $1,036
ihnesota .964 .868 - 860 964
ntana 549 1,049 924

---

949 (shintton

:

_940 797 767. . 940 s

aska 1,679 1,974 1,1f2 '1,676-

The Chairman considers that'eliminating the floor in States with average
per -pupil expenditures falling below the national average is far more
burdensome than is jIst-iced by the minimum *overpayment" resulting if
the' floor is retained: In contrast, retaining the floor for districts
in States with average per-pupil expenditures in excess of the national

,average results in considerably more woverpayment.R At the same time,
eliminating the floor for those districtt results in a cdntribution rate
`differing little,from current LCRs.

Thus, the Chairman suggests a provision whith allows districts in States
with an average per-pupil .expenditurebelow the national average but
with State contributions in excess of half of education revenues to be
guaranteed an FCR which does n6t fall below one-half of per-pupil
expenditures in the State. The Chairman dries not support a similar
provisiOn for districts in States with an average per-pupil expenditure
above the national average, though the State contribution exceeds half
of education revenues;

.0.°°

Absorption. The Chairman does not believe ever burden, no matter how
small, must be compensated by the Federal Governm In the Chairman's
view, Impact Aid is not a debt which, like a de ~t between private
parties, must be paid regardless ofwhether the creditor (here, tpe
school district) can reasonably withstand failure of the debtor (ehe_
Federal Government) to pay.

Rather,in'the Chairman%s view, an Impact Aid payment is owed whentt e
failure to pay it threatens the integrity of a school district-- enl
district's proper function (providing an` adequate level of education) is
hindered substantially (the district_ is unable, without making an
unreasonably onerous tax effort, to finance the provision of an adequate
level of education).

The Chairthan considers a district's ability'to withstand a Federal
presence can be measured roughly by district wealth, which may be the

I6
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value of taxable property available for education revenues per pupile17/--
If a federally-affected school district is wealthy, either the district
is inherently wealthy and capable4m its own of withstanding the Federal
impact, or.the -Federal presence ties augmented the district's tax base.
This aftoTts to an "indirect payient." If a district is not wealthy--as
is- usually the case when much of the land in a district is owned by the
-Federal Government and is, theiefore, tax-exempt--then Impact Aid
payments are warranted.

Lacking an absolute standard for determining what constitutes a *sub-
stantial hindrance" ln school district functions or the capability for
*reasonably withstanding* the Federal Governments failure to make

'Impact Aid payments, the Chairman suggests using a relative standard.
After comparing district wealth throughout a State, the Chairman would
suggest making payments to_ relatively poor districts. Relatively
wealthy diStricts would be considered .able to withstand the Federal
`burden and to absorb the cost of educating federally-connected children.

Thus, thek Chairman recommends that Impact Aid payments should be keyed
to district wealth. This iPproach addresses the longstanding criticism
that scarce Federal dollars are going to wealthy districts, and it pares
the program in a fashion that the Cheapen considers equitable.

Conclusion. Thus the Chairman offers three suggestions in'the spirit of
enhancing the success of the r ission's recommendedmCmpact Aid pp-

.

gram. Those suggestions are:

1) That districts should not be allowed to use the national average
per-pupil expenditure in computing the amount of Impact-Aid to which
they are entitled;

(2) That districts in States with an average per-pupil expenditure
which falls below the national average per-pupil expenditure should be
entitled to Impact Aid payments per federally-connected child which do
not fall below one-half the average per-pupil expenditure in their/ 'States; but that districts in States with an avegage per-pupil expen-
diture in excess of the national average should not be guaraneed such
a floor; and

(3) That relatively wealthy districts should absorb the costs of
educating federally-connected_children.

17/ If a district receives r
valuation of those tax_
tion. Measures other
required from State to
plans.

rt

a

C '/
Barg ld E,, Roeers, /Jr . /

evenue from non-property taxes, the assessed
basis should also be taken into considera-
than assessed valuation.per pupil may be
State, depending on State.school finance
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The work of the 'Federal Impact Aid Commission has taken members, of the
' Commission across this country. In the ptoceps of our hearings many
educators and concerned,ditizens htae praised the Impact Aid Program and
have made further comm=ents about how' this and other Federal programs
operate and. should:-OPerate._ The support , for this program has been
virtually universal, with the major exception being theinited States
Educatton-Deptifiment. Reactions have been so positive not only because
of the basic thrust of the piogram, but also because of the way in which-
the prdgram has helped provide Federal funding with a minimum amount of
governmental interference.

Despite' my fundamental support fox the concept of:Impact Aid, I am
compelled to dissent from the final repOrt of the Commission. MT
reasons are based upon two primary points.%First, Ibelieve'that the.
Commission failed to treat all impacted areas of the,country fai4ly. ,In
determining that funding will be divided among a hierarchy of partici-
pants in the program, the Commission has acquiesced tohe congreiSiodil
tactic of authorizing at one level and appibliriating at a,p:rret level.
While givinq, lipservice to districts in the E category', which labor
under the dupe impact of lost tax revenue with. increased ser'vice'burden
from Federal policrdt, the report does not'guarantee fair treatment of
such districts. It requires full- funding of .heavily .impadted A dis-

tricts,

befdre giving a penny to B.iliitricts. t see no reason for
'appropriating less to these districts. I do not see that the difference

._ between the kind of impacts funded warrants the Commission-Is determina-
tion to make such a harsh distinction in priorities. The Commission has
,heard from many officials and superintendents in large cities and in
rural areas as well about the impact of Federal piesence,in the,B
districts. We have heard testimony 'of how ,huge amounts of- property
were taken off the tax rolls of.the local goveinments. The impact of,
this hai been enormous both interms of loss of tax, revenue, and in bur-
dens

t.
dens of these often troubled-youngsters upon:impacted school districts.
There' can be no justification' foi the "Impact Aid. Commission to have
placed'these scH6o1 dtaWcts.in second class status. Beyond that, lay
colleagues have determined that it is more appropriate, to fund other
forms of impacts, even in the face of testimony which had shoWn that,
such other impact .such as the placement of military bases across this
country - -may _lead to real long-term benefits for those communities in
favored sections of the country, even when the bases are closed. This is
the form of impact which is the most heavily rewarded, by the Federal
Government and that is the philosophy that has been ;strengthened and
supported by the Commission. It a clear case of support for old
fashioned pork barrels.

If, in fact, the school districts which have been gi4en such priority,
at the expense of all other districts are so vital to our national
security, they should be funded undet appropriations for the Defense
Departmentenot the Education Departgient.

71
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Extensiveeffort.bx the Commi sion staff has been expended in proving
2

,- that Military impact is more:important than 'any other Federal impact.
TOO little effort. has been ex ended on the poor in low-rent housing, the
refugees,-the-Indians. These areas have not been sufficiently1important
to the Commission, althoUgh testimony has-beep heard across the country
regarding the effects of Federal policies on.these'people.

110,

_My other reason for dissent `is based,upOrkethe fatt that scarce Federal
.resources _in the area of education are_heing chandled to <a program
which 'is not,'ip tAuth, eduq4tion prograM. I believe that the
Federal eGovernment has a responsibility ti) provide a'system of payment

'to -localities for services rendet.ed: or for taxes lost by reason o
Federal"presende., However, ,Impadt..Aid.-ts not air educational servi e
program .per se, and therefore the amount of Impact Aid fupdAp should
hive no bearing on'the%level oS appropriations-for cdtegoricaf educa-
tional programs.' There exists. a dompetittion for dollars between Impact
Aid and currently underfunded programs serving disadvantaged children in

,Tlow-income rural and urban areas. This comp-Aition is inappropriate and
under-Mines the validity-Of bothImpact Aid and categorical aid.,

Again 'the Commission hat approached its responsibility to terms of an
already_existimaupeogram more with regard to the pont/gal:coalitions
that are tOlved in the maintenance of programs, and less with regard
to the ta ic needs of schoolthildreh. In making this choice, the
Commission has chosen the easy way out. 'federal assistance to education
must be targeted to children in need, ribt-to sthool districts in Want.
Although this approach of assisting children in need may be more diffi-'
cult politically, it is more firmly grounded in reason and in equity.

.As a result of -these basic objections I must respectfully dissent from
'recOmmenddtions which I believe will have the effect.of downgrading the
impact of Federal presence in several important areas and which also
-fail to dirett education.dollars to meet the learning needs of disad-
vantaged children.
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