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Executive
Summary

Trustees representing Bloomington, Benton, Van Buren, and Salt Creek Townships in
Monroe County, Indiana approached Indiana University’s School of Public and Environmental
Affairs requesting the formation of a group to study cooperative solutions to improve or
maintain the efficiency of fire protection in their townships, while also providing fiscal
sustainability. These trustees, each representing a township in the predominantly rural
area immediately surrounding the city of Bloomington, Indiana, form the client group of
our analysis. Each of these townships is responsible for fire service in rural areas with a
challenging terrain that features lakes, rolling hills, and narrow roads. Fiscal constraints
confronting these townships include state limits on tax revenues, a limited tax base, and
numerous mandatory equipment purchases. The capstone team conducted an extensive
analysis to explore new and existing collaborative strategies for the townships to reduce
fiscal stress and ensure their high quality of service.

A structural reorganization towards a fire territory is recommended. The primary basis
for this recommendation is that this arrangement will reduce capital requirements related
to equipment purchasing and allow for streamlined administration. A fire district is an
alternative option, but a fire territory offers important flexibility in the governance design
and the distribution of the fiscal burden among the townships. Along with considerable
public engagement, these flexibilities have been important determinants of fire consolidation
success in other communities. A Geographic Information Systems (GIS) model has been
created to assist with further analysis of fire response times across the townships, which
will aid in future discussions of strategic deployment of fire resources.

In addition, the capstone team has provided a series of recommendations that can
be implemented without any formal reorganization of the existing service areas. These
recommendations include:

The townships should make use of a joint purchasing timeline for capital and equipment
apparatus. To facilitate implementation, the capstone team has created a current asset list

']
Executive Summary



and replacement schedule that can be used to identify opportunities for inter-jurisdictional
bulk purchases that result in discounts. For example, a local supplier of fire trucks has
indicated that a bulk order of three units would lower the cost by $6,000 per unit.

Training existing fire personnel to bring equipment maintenance and certification tasks
in-house is a significant opportunity for cost savings. A comparable Indiana township has
saved $45,000/year by adopting this measure.

New building developments currently receive free fire code inspection, but other fire
departments commonly charge fees to avoid shifting the cost burden to taxpayers. Especially
as I-69 construction will become a significant demander of fire inspection services, it is
recommended the fire departments adopt a fee schedule, such as the one recommended
by Federal Emergency Management Agency. We estimate that this fee schedule would
have produced $1,800 in cost recovery for Van Buren Township in 2013.

The townships should consider offering ambulance service to provide an additional
revenue source that is not tax or fee based. All of Monroe County’s Emergency Medical
Service (EMS) is currently provided by IU Health; so there could be a market for a fire
department-operated EMS provider. The revenue potential from this service could be
substantial and would be derived from medical insurers, rather than from citizens directly.
Another Indiana township generates about $500,000 annually from providing this service.

By specializing and sharing resources to write grant proposals the townships could
pursue their grant proposal writing efforts more economically in order to more aggressively
pursue the broad spectrum of federal and state grant funding available.

There are several ways in which the townships can use this report and the other
information associated with it to move this project forward. The townships’ first priority
should be to assess the type and degree of consolidation/cooperation that they would like
to engage in. This is a complex, multi-faceted decision that must involve the input of many
diverse stakeholders. The essential questions that must be answered are: 1) whether the
townships want to consolidate as a fire territory; and, if so 2) what degree of centraliza-
tion they want to incorporate into the structure of that territory. As the townships are
undertaking this core evaluation, they should simultaneously consider which of the other
recommendations included in this report they wish to implement as well. This evaluation
should be made in concert with the broader structural determinations so that al! decisions
made can complement each other. Finally, the townships should continue to maintain and
expand the joint purchasing timeline and the GIS model, as these resources will assist
them in continued efficient decision-making.
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he client group consists of the trustees representing four rural townships
surrounding the City of Bloomington in Monroe County, Indiana. Thetownships
represented in the dient group are Benton Township, Bloomington Township,
Salt Creek Township, and Van Buren Township. While each township
faces a unique set of circumstances, they share common concerns
with respect to the efficient delivery of fire protection for their citizens

Rural fire protection presents a unique set of challenges. Dispersed populations
are difficult to serve as firefighters have difficulty responding quickly
to a distant fire or other medical emergencies. Further compounding this
problem, southern Indiana’s geography and varying weather conditions
offer challenges to firefighters traveling on rural roads in large emergency vehicles.

The region aiso contains a number of lakes that can separate those experiencing emergencies
from fire stations and increase response times. Furthermore, the State of Indiana is extending
Interstate 69 from Indianapolis through southern Indiana to run through the western portion
of our clients’ jurisdiction. This has ambiguous implications for fire protection, as the interstate
represents either a) a reliable, expedient service delivery route; or b) an obstacle to service
delivery, depending on the location of the emergency in relation to the firefighters’ point of origin.

In short, fiscal sustainability of fire service delivery is the catalyst for each shareholder
to seek cooperative solutions. The State of Indiana has imposed limitations to the property
taxes that can be levied to fund fire protection services. While our clients presently have
different relationships to this limitation, each ciient recognizes that this limitation may eventually
restrict funding to a point which may hinder service delivery. Furthermore, the relatively small
population of these largely rural areas creates a limited tax base with which to draw funding.

It is against this backdrop that the client group approached Indiana University’s School
of Public and Environmental Affairs (SPEA) seeking analysis of potential cooperative measures
that the trustees can take to improve both the efficacy and cost-effectiveness of fire service
delivery in their jurisdictions. The result was the formation of a “"capstone” course at SPEA
which consists of nine graduate students from different disciplines in order to discover
and analyze options that might meet these objectives. The mandate of this group is to
determine actions that the clients can take to improve or maintain the current level of fire
protection services in the client area, while also reducing the cost of delivering those services.

The individuals making up the capstone group have widely varied expertise, induding
public management, finance, economic development, law, and Geographic Information
Systems (GIS). It is through this prism that our analysis takes place. The options we have
considered range from collaborative options, such as the formation of a fire district or fire
territory, to actions that townships can take independently, such as charging inspection
fees. We also give attention to options between these extremes, such as interdepartmental
contracting, equipment sharing, joint purchasing, and shared in-house maintenance efforts.

The next section provides background and context for each of the townships

in the client group. We also provide a brief descriptions of the various strategies

that these stakeholders could employ to address these concerns. In the following section,
we turn our attention to case studies of comparable instances of consolidation in order
to identify practices and their results with respect to cooperation in fire service delivery.

Our client-specific analysis begins with the identification of the options available
to our client under Indiana State Code. This is followed by an analysis of actions that
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trustees can take to reduce the cost of service delivery, including capital purchase practices
and alternative revenue sources. Next, we turn our attention to ways to improve service
delivery in this region, beginning with the construction of a GIS map identifying the
strengths and weaknesses associated with the status quo. This analysis will determine
the fiscal vulnerabilities and potential cooperative efforts that can help address them.

Based on the above, the next section will provide a detailed description of the
options available to our client, which we will examine in the context of their overall
and township-specific utilities. First, we show the utility of the consolidation options,
such as fire territories and fire districts. Next, we outline the gains associated with
solely cooperative options, such as joint purchasing and alternative revenue schemes.

We then conclude by making an overall recommendation for our clients informed
by our analysis and based on the overall utility or each option based on both quality
of service and cost, the relative utility of each option for each shareholder, ease
of implementation, and our perception of taxpayer palatability. We close with a
prescription for best practices to implement our recommended option or options.

Shareholders

12
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Bloomington Township’s Trustee is Lillian Henegar. | =

Bloomington Township, home to 44,167 residents, is the most |
populous township in the client group. Of this population, &
39,726 live in the city of Bloomington, with the remaining 4,441 =
living in the rural area north of the city limits. The City of
Bloomington covers approximate 10 square miles of Bloomington
Township’s jurisdiction. Bloomington Township is home to two
fire stations that serve the area outside the city of Bloomington.

Bloomington Township's primary concerns relate to property
tax levy limitations that threaten the fiscal sustainability of fire
protection, as routine operating costs and training continue to
consume the Fire Department’s operating budget. Also, looming
capital purchase necessities have caused Trustee Henegar to seek a
proactive solution to the funding of effective fire protection services.

Benton Township’s Trustee is Michelle Bright. Benton Township
is a sparsely populated territory, with a population of 3,358 across a
total land area of 54.92 square miles. Lake Lemon and other bodies
of water cover 1.69 square miles of Benton Township’s territory.
Benton Township operates a volunteer fire department, but faces
problems of sustainability related to levy limits. Benton has secured
an emergency loan to maintain operations in the near term, in light of
an embezzlement scandal under a former Benton Township trustee,
Benton Township has a contractual relationship with neighboring
Bloomington Township for service delivery. This contract is for
$90,000 annually. Benton is seeking a way to improve the cost-
efficacy of its fire delivery, using taxpayer dollars to their maximum
utility by strategic capital purchasing, improved ISO ratings,
alternative revenue sources, and improved service delivery practices.

Van Buren Township's Trustee is Rita Barrow, Van Buren Township
has a population of 11,981 residents, 2,069 of which are residents of the
City of Bloomington. Van Buren Township currently operates a volunteer
fire department with two stations. Van Buren Township covers 34.85
square miles, which lies almost entirely outside the City of Bloomington.

Van Buren Township has similar concerns to Bloomington
Township relating to high operating costs and property tax limitations
whichposethreatstofiscalsustainability. Van BurenTownshiprecently
received an emergency loan, which is intended to help sustain the
department financially in the near-term. Additionally, Trustee Barrow
is concerned with the implications of the Interstate 69 extension
project, which will dissect Van Buren Township once completed.

i
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Salt Creek Township’s Trustee is Donn Hall. Salt Creek is the
smallest township in the client group, both in terms of size (26.68
square miles) and population (1,513). Lake Monroe sprawls across
3.1 square miles of Sait Creek’s jurisdiction, almost completely
bisecting the township. This creates an obstacle in delivering
expeditious fire protection, as it requires time to drive around
the lake. Salt Creek does not operate a fire department, instead
contracting with the City of Bloomington for its fire protection.
Therefore, responders come from a point of origin outside the
township, increasing the time it takes to respond to emergency calls.

Salt Creek faces similarfiscal sustainability concerns asthe other
client townships, but this is exacerbated by the terms of Salt Creek’s
contract with City of Bloomington which has increased from $9,000
in 1999 to $130,000 today. Similarly, the per capita expenditure on
fire protection for Salt Creek Township increased disproportionately
more than the increase in the cost to City of Bloomington in order to
administer those services. (Figures 2 & 3). Furthermore, Salt Creek
is presently unable to pay the annual cost of this contract. Thus,
the township must be sued by the City of Bloomington each year in
order to secure an emergency loan to pay the cost of the contract.

$115,683.75

2013 © $130,350.00

2012 © $127,233.00
20149 $129,756

2010 $119,211.75

—
s
o
8

2008 & $100,694.00
20099 $109,610.00

Figure 1,

Salt Creek’s cost for contract with Bloomington City per year from 2008 to 2014,
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Change in Cost of Fire Services

2012-2013

2011-2012

2010-2011

2009-2010

2008-2009

Figure 2.

The annual change in amount paid to Bloomington City to provide fire services to Salt Creek Township.

Percentage Change, Salt Creek Fire Service Costs

2010-2011

2008-2009 2009-2010 2011-2012 2012-2013

Figure 3.

The annual percentage change in amount paid to Bloomington City to provide fire services to Salt Creek Township.
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The cost inconsistencies of fire services make it difficult to predict the future
cost of fire protection. In the past, Salt Creek has had to default on debt in order
to receive emergency funding to cover the service costs. Salt Creek pays more
for its service on a per capita basis than its neighboring townships (Figure 4).

Benton Township pays considerably less for its contract with Bloomington Township
than Salt Creek because it has its own volunteer fire department and fire station. For Benton
Township, Bloomington Township serves only in a supplemental capacity. The existence of
the fire station in Benton Township also improves the local ISO rating, therefore lowering
insurance costs for Benton’s residents. Washington Township, similar to Salt Creek, does
not have a volunteer firefighting squad or fire station. However, Washington Township
is paying $35,156.00 less for fire services than Salt Creek Township. It is important to
note that Washington Township and Benton Township do not pay based on the number
of runs Bloomington Township Fire Department makes to their respective townships.

Salt Creek is seeking a way to reduce response times to underserved areas on the
southeast side of Lake Monroe. Additionally, Salt Creek wishes to examine alternative
options for contracting or inter-jurisdictional cooperation to reduce the cost of fire protection.

2014 Fire Service Costs

Salt Creek Washington Benton

Figure 4. Cost of contracting fire services to Salt Creek, Washington, and Benton Townships for 2014.
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Potential Solutions & Brief

Descriptions

We have identified potential solutions to the various problems facing our client,
broadly categorized as cooperative solutions and consolidative solutions. Cooperative

A.

Cooperative Options

Cooperative options are less formalized
than consolidative options, but may provide
similar benefits. One optionis a joint purchasing
agreement between departments, which
may lead to modest discounts on capital
purchases, reducing the operating costs for
those involved in this partnership. Likewise,
departments may be able to cooperate
in order to better provide fire prevention
services or reduce maintenance costs by
training firefighters to do repairs in-house.

Finally, fire departments can
develop alternative revenue sources as
individuals or as member of cooperative or
consolidative schemes. These may involve
fees for inspections, fees for services,
and streamlined grant writing efforts.

n

B.

Consolidation Options

One consolidation opticn is a fire
territory. A fire territory would aliow
departments from contiguous townships to
exist as a unified body, pooling resources
and commingling service delivery areas. The
potential benefits of this option are joint
purchasing, which can reduce the cost of
capital purchases and eliminate the need to
buy redundant equipment, and combined
service delivery areas that allow for quicker
response times to underserved areas.

The other consolidation option is
a fire district. Fire districts also provide
many of the benefits a fire territory does,
but involve a more centralized governance
structure. Many of these benefits can be
derived from a series of interdepartmental
contracts, which would preserve the individual
departments as independent entities.
However, the resulting contract network
may become administratively burdensome.
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Indianapolis - UniGov

eginning in 1970, Indianapolis, Indiana began the process of
intergovernmental consolidation within Marion County to create
a single entity, known as UniGov, to provide public services for
Indianapolis and Its surrounding communities. This consolidation,
widely considered a success, has had broad implications for the City
of Indianapolis. Mark Rosentraub, a University of Michigan professor
(formerly a professor and associate dean of SPEA at Indianapolis)
notes that in 1960 Indianapolis was experiencing rapid population
decline, a side-effect of suburbanization. Had this consolidation not
taken place, the more affluent segments of Indianapolis’s tax base would have fallen outside
the city’s jurisdiction, resulting in underfunded public services for those remaining within
the city limits. Consolidation addressed this concern by integrating the suburbs, allowing
the City of Indianapolis to become the service provider for many of its new surrounding
communities. This allowed the city to preserve its population and provided a more equitable
delivery of services for much of Indianapolis and its surrounding suburbs (Rosentraub, 2000).

UniGov is a unique case, as it is the first instance of consoclidation between
city and county governments. According to Rosentraub, this governance model:

“ ..concentrates a limited or select group of urban services at the
regional (defined as county) level while permitting most other critical
urban services to be delivered by administrations and agencies serving
different, often much smaller, areas within the county” (p. 180).

This is unique, as opposed to other consolidations, such as in Miami-Dade County,
where consolidation encompassed almost all public services. Rosentraub goes on to
discuss the structure of these consolidation efforts:

“Structurally, UniGov is a multilayered local government system
under which authority for economic development, public works,
parks, transportation, and some elements of public safety is
transferred to the county (or regional) level—the first layer in a
multi-tiered structure. Services are delivered by administrative
units of varying size that existed prior to the passage of UniGov

19.
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(including severai that were already countywide but organized as
special districts). The compound governance system of UniGov
offers many of the attributes of regional cooperation while
preserving local control of other basic municipal services” (p. 181).

UniGov was also a mechanism for increasing the total assessed property
value within the city. This gave the local government improved access to capital for
redevelopment and other activities. Some of the drafters of the UniGov legislation
see this enhanced revenue stream as the key benefit derived from a consolidated
government. Public satisfaction with this consolidated fire service has remained high since
UniGov’s official adoption in 1970. However, a handful of Marion County communities
remain independent of UniGov, despite ongoing efforts to incorporate these entities.

Lessons

For an intergovernmental consolidation to take place, it is essential to have
adequate funding and public support. The Indianapolis consolidation largely achieved its
stated goals of stabilizing the measurement of local and regional population, stimulating
economic development via economies of scale, encouraging productive management
practices, and enhancing the city’s capacity to invest in its own development.
Additionally, improved governance resulting from UniGov may have been the impetus
for economic improvements in the time since UniGov’'s implementation, such as
Indianapolis’s ascension to its position as a national leader as a convention destination.

The principal reason for UniGov’s success is that this initiative invited and received
support from the private and nonprofit sectors (including Indiana University). As noted by
Rosentraub, “The nonprofit sector was also an active participant responsible for almost $1
of every $10 invested. Taken together, the private and nonprofit sectors were responsible
for approximately two-thirds of the funds invested” (p. 183). This translates into a total
investment of $20 billion by the private and nonprofit sectors of the total $32 billion
needed to undertake this project. Meanwhile, the City of Indianapolis contributed only
$550 million. The remaining contribution represents combined investments from the state
and federal governments. Central to Indianapolis’s fundraising prowess were the visions it
sold to its investors, effective marketing efforts, industrious coordination among manifold
stakeholders, and support from locals passionate about improving their community.

There has been recent effort to incorporate the three Marion County townships that
remain outside UniGov: Wayne, Pike, and Decatur. The Indiana Senate Committee on Local
Governmentrecentlydecidedinfavorofthethreetownshipswhichfavorremainingindependent
of UniGov. In light of this ongoing discussion, we have compiled a table of advantages
and disadvantages of consolidating fire service in the context of Indianapolis’s UniGov.

20.
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Advantages Disadvantages

1. Save taxpayer dollars through joint 1. Doesn't allow sufficient input in

provisioning 0f pmperty and Ilel:isilln-making fmm “le three

equipments. townships. Local fire administrators and
politicians opposed the consolidation
due to the prospect of loss of control.

2. Have support from these townships’ 2. May cut services provided, no longer
firefighters due to potential pay rises  as much localized attention, especially
and the prospect of joining a larger  for the fire prevention programs.
“boat” (department).
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Brownshurg Fire Territory

he Brownsburg Volunteer Fire Department was established in 1942,
As the Brownsburg area grew significantly over the latter half of the
20th century, the community’s needs eventually outgrew what could
be met by its local fire department. In response, the department,
along with Indiana legislators, established the state’s first fire
protectionterritory. The newfireterritory law established a centralized
governing body for what would eventually become the Brownsburg
Fire Territory (BFT). This new entity would serve not only the Town
of Brownsburg, but also nearby Brown and Lincoln Townships. This
effort earned full support from local administrators. Based on the subsequent improvement
of fire service coverage and delivery, combined with BFT’s interaction with the public, this
experiment has earned significant support from local firefighters and the public they serve.

In addition to typical fire protection services, BFT spends significant time working
within the community to provide education and training to the public. The fire territory has
also been on the forefront in leading Homeland Security notification efforts within Indiana.
BFT also conducts car-seat inspections, CPR/First-Aid training, Honor/Color Guard, Project
Lifesaver, Public Education, and Safe Sitter, alongside station tours and visits for the public.
Furthermore, BFT engages in cross-jurisdictional actions. For example, it partners with fire
departments from other counties to provide emergency coverage services to a variety of
county events such as the Hendricks County Fair and to the Lucas Oil Raceway in Indianapolis.

BFTcurrentlyhasthreefirestationsandaheadquarters/trainingfacility. BTFisstaffedbyeighty-one
fulland part-timeemployees. Thefireterritoryisgovemedby an executiveboard comprised ofthe Brown
Township Trustee, Lincoln Township Trustee, and a Representative from the Brownsburg Town Council.

As recently as 2012, the Town of Brownsburg and Lincoln Township rejected a
plan brought forward by the local Reorganization Committee seeking to change the Fire
Territory into a Fire District. The partial aims of that change are to formalize the fire service
arrangements and comply with the non-compulsory federal Government Performance and
Results Act (GPRA). The governing board rejezcited the change primarily for financial reasons.
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Brownsburg Town Manager, Grant Kleinhenz explained his rationale in opposing this change:

*...some of those advantages [of the Fire Territory option] also go
away, namely the Fire Territory has an operating levy as well as a
separate levy called the equipment replacement fund. It is typically
used for the replacement of fire trucks, equipment, ambulances,
etc. We realized later in the process that we would not be able to
reset our levies to accept the lost levies into the new town’s levy.
We realized that impact was over $500,000 per year.” ($580,000
to be exact.)

As citizens are generally satisfied with the current state of their fire protection,
administrators see little reason to enact sweeping reforms.

White River

he White River Township case study demonstrates a successful
consolidation into a fire district. The White River Township Fire
Department (WRTFD), located in Johnson County, Indiana,
created a fire protection district in 1986 as a means of improving
the quality of fire service in what had become one of the
fastest growing areas in Indiana. The growth in population was
primarily in the unincorporated areas of White River Township
and threatened the quality of fire protection for this growing
population. The fire district was thus created as a way to secure
additional funding for fire protection in these previously unincorporated areas. Prior
to the formation of the district, fire protection consisted of one station with a small
volunteer company. The department has since built 2 second and third station, with
the third functioning as the department’s I'lzeiadquarters. The fleet has also increased to
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include four engines, a 102’ aerial platform truck, three ambulances, a heavy rescue
truck, a rescue boat, two utility vehicles, and seven staff vehicles (http://www.wrtfd.org).

WRTFD serves approximately 35,000 people over an area of 26 square miles and
employs over 150 individuals, including full-time firefighters, part-time firefighters, and
associate members. The fire district is governed by a five-member board whose members
have staggered two-year terms and are appointed by the Johnson County Commissioners.

Lessons

This case offers several important lessons regarding public support, long-term
funding, and organizational structure. A newly formed, consolidated entity must maintain
consistent community support through citizen engagement. The community has been
extremely supportive of the White River Township Fire District, contributing to its success.

An unexpected issue in White River was the speed of growth, which required increased
funding (Pell, personal communication, April 11, 2014). While future funding needs should
be considered by any fire department, it is important to note that a newly consolidated fire
department must consider the future needs of each community served by the consolidated
entity and anticipate how this growth impacts funding needs. A final lesson from this study is
that shareholders must extensively plan the organizational structure of a consolidated entity
as well as who will retain ownership of existing capital stocks, such as property and equipment.
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Main Options: - |
There are four main options available to our clients: no change
]. Nﬂ cha“ e to the status quo, inter-local agreements, consolidation into a

fire territory, and consolidation into a fire district. This section
2 I“ter.local will define and explain these different options.

Agreement

3.Fire Territory 1. No Change
4. Fire District

The simplest option is to have no change in the
current governance and fire service. This option will not be
discussed here in depth, as dissatisfaction with the status quo
was the impetus for the client group seeking this analysis.
It bears mentioning, however, that taking no cooperative
or consolidative action is an option for the future. All other

V10, 36-1-7-2(a). options are discussed in comparison with this baseline.

216, 36-1-1-3(a).

1. 36-1-7-3(b). )

e e 2. Inter-Local Agreement
+38-1-1-5 for agreements dealing

wi ities an
s Local governments in Indiana have broad powers

agencies, which do need to be to enter into agreements with each other. Specifically, “a
approved. power that may be exercised by [a local government] may
SIC. 36-1--11. be exercised by one or more entities on behalf of others or

jointly by the entities. For most agreements, entities that
want to do this must, by ordinance or resolution, enter into
a written agreement.” Generally, agreements must specify:
1) duration; 2) purpose; 3) how it will be financed, staffed,
supplied, and budgeted for; 4) how it will be terminated; 5)
how it will be administered, either by a separate entity or by
“a joint board composed of representatives of the entities
that are parties to the agreement, and on which all parties to
the agreement must be represented”; and 6) how property
will be acquired, heid, and disposed of (if governed by a joint
board).? The administering entity (whether a separate entity
or a joint board) “has only the powers delegated to it by the
agreement, The agreement may not provide for members ...
of the separate ... entity or joint board to make appointments
to fill vacancies” on the administering entity.®* Agreements
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generally do not need to be approved by any third party.*

“An entity entering into an agreement ... may appropriate
monies and provide personnel, services, and facilities to carry
out the agreement.” If a local government “enters into an
agreement ... to transfer, combine, or share powers, duties,
functions, or resources and [the local government] realizes ...
savings or a reduction in the reasonably foreseeable expenses
[the local government] shall specify in the agreement ...
the amount (if any) of the decrease that the Department of
Local Government Finance (DLGF) shall make to the” levy
limit, tax rate cap, and budgets to eliminate double taxation
and any excess taxes.® The governments entering into the
agreement are the sole determiners of this reduction, but
they must make the reductions in good faith. The same
rules about reductions in taxes apply if a local government
combines or reorganizes “a department, agency, or function”
of the local government.” Local governments may transfer
or exchange property through identical resolutions, just as
with agreements.® These transfers do not need consideration.

Inshort,localgovernmentscanaccomplishnearlyanything
they have the power to do themselves through agreement
and joint cooperation, so long as the agreements are properly
adopted, contain all the required elements, and are administered
by pre-existing authorities, eitherin the form of a separate entity
or in the form of a joint board composed of representatives
from the contracting entities. Inter-local agreements (as
distinct from “cooperative agreements”) are, therefore,
powerful and flexible tools for accomplishing joint action.

Joint Purchasing Agreements

Indiana law allows local governments to make purchases
on behalf of each other and from each other by contract.® A
joint purchasing agreement is the least consolidated form
of intergovernmental cooperation. It changes neither the
organizational structure nor the tax structure but it opens
opportunities for cost-saving by reaching economies of scale.

Joint purchasing agreements are a specialized sub-
category of inter-local agreements that are easier to enter
into and administer. Purchasing agreements are not subject
to the same procedural or formal requirements as other
agreements.® Essentially, joint purchasing agreements do not
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have to be agreed to by resclution and do not need to contain
any specific elements!! (beyond those that would make the
agreement determinable enough to be enforced). When a local
government purchases from another local government they do
not need to comply with the normal rules governing purchases
(i.e. bidding requirements) as long as the original purchase
was valid, saving on transaction costs.!? Joint purchasing
agreements are explicitly allowed when made jointly by local
governments or local governments together with non-profits.!?

Other Inter-Local Combinations

In addition to joint purchasing agreements, the townships
could use various other contractual devices to affect virtually
any cooperative end they desire. In doing so, they must ensure
that their contracts conform to the preceding list of formal
requirements. They should also ensure that their contracts
are detailed and clear enough to be easily determinable. This
will help to minimize conflict in a cooperative relationship and
resolve it amicably when it does arise. While contracts offer
the benefit of flexibility, they are not capable of effectuating
structural changes in the tax or fund structure which undergirds
the operation of the townships and their fire services.
Because the possible contractual options are voluminous
and amorphous, we dedicate no more of this report to their
illumination, but it is important to note that contracts could be
vital tools, either to support a more structurally focused form
of collaboration, or to accomplish a result that is not possible
through one of the formally prescribed consolidative processes.

J. Fire Territory

A fire territory is a consolidated entity under which two
or more existing, contiguous units agree to operate as a single
provider. The legislation allows different tax rates within the
participating jurisdictions, and units can set new levy amounts
which are not subject to the units’ existing levy limits.

A fire territory can be formed between two or more
“participating units.” A participating unit “refers to a unit that
adopts ... an ordinance or a resolution that meets” several
procedural and formal requirements.!* The resolution must
include: 1) the proposed boundaries of the territory; 2) a
detailed statement about the taxing scheme to be employed
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in the territory; and 3) an identification of the provider unit
and all participating units.!* The boundaries of the territory
need not coincide with any other political boundaries.'® The
taxes within the territory need not be uniform, as long as
they are uniform within the portion of the territory that
belongs to any one participating unit.'” The provider unit is
the participating unit that will be responsible for providing
fire services within the territory.1® Only one participating unit
can be the provider unit.?

One of the existing participating units would have to
be designated as the provider unit. However, the Code says
little about the allowable governance structures and processes
that can be used in a fire territory. Therefore, it is feasible to
structure the authority of the provider unit so that some level
of governance authority remains in the hands of the other
participating units, It is also feasible to structure the provision
of service in the territory through contractual arrangements so
that the provider unit would provide services to the areas outside
its territory by contracting with the other participating units,
The provider unit can be changed, but only once a year at most,

When voting on the resolution, any member of the
township board that is employed by any other of the townships
cannot vote.2® When a territory is established, the “provider
unit must establish a fire protection territory fund.”?* “The
provider unit, with the assistance of each of the other
participating units, shall annually budget” the money to be
spent out of the fund.?? “Participating units may agree to
establish an equipment replacement fund.” “*The property tax
rate for the levy imposed under [the equipment replacement
fund] may not exceed [0.333 mills]"** and must be uniform
throughout the territory.?> Any participating unit may, by
resolution, transfer money to either of these two funds.?
The provider unit may purchase equipment on an installment
contract if the installments do not run for more than 6 years.?
Any other entity can transfer or sell, without consideration,
anything to a fire territory for the purposes of firefighting.2®

When a territory is created, the DLGF is required to
ensure that no duplicate taxation will occur.?? The DLGF does
not set the initial tax rate or levy; this is set by the participating
units, but must be published during public hearings before
forming the territory.>® The DLGF will, however, reduce the
levies of all participating units by the amount that they levied
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Two Possible Models

1. Cooperative Fire
Territory Model

2. Consolidative Fire
Territory Model

1.Cooperative
Fire Territory
Model

for fire services in the year before forming the territory.3!
No participating units are required to disband their fire
departments when forming a fire territory.3? Participating units
can withdraw from a fire territory between January 15t and
April 1%t of each year, in which case their withdrawal becomes
effective on July 1.2 When a participating unit withdraws, their
levy is adjusted again to allow for fire protection services.3* A
fire protection territory is dissolved if all participating units
withdraw; in which case any property transferred to the
territory reverts to the participating unit who transferred it.*

The degree of authority retained by the participating
units in a fire territory can be varied and is defined by
agreement. The politics of forming a fire territory are highly
situational because, with clever contract drafting, it seems
that nearly any governance configuration is attainable.
Therefore, a fire territory allows a high degree of flexibility.

The various governance models possible in a fire
territory can classified on a continuum as more or less
centralized or decentralized. While many intermediate
combinations are possible, we have chosen to discuss and
compare two possible models which fall towards either end
of this centralized/decentraiized spectrum. We have labelled
the more decentralized model the “Cooperative Model” as
the interaction between the townships as participating units
within this mode! would look more like intergovernmental
cooperation than true consolidation. We have labelled
the more centralized model the "“Consolidative Model” as
this model would have the participating units interacting
more like component parts of a truly consolidated central
entity. The following sections briefly describe the basic
components of each of these models and identify the ways
in which they differ. We will refer back to these models later,
when analyzing the implications that varying degrees of
centralization create within the governance of a fire territory.

In our Cooperative Model, the Fire Territory Levy
would be composed of non-uniform tax rates. Additionally,
these rates would be the same rates at which each township
currently taxes over each township’s area within the territory.
Thus, the impact of the creation of the territory on taxpayers
would be minimized. Furthermore, the governance of the
territory would be structured so that responsibilities for service
provision remain largely unchanged from their current state.
The provider unit would be directly responsible for providing
service over its own area, and it would contract with the fire
departments of the other participating units to provide service
over their respective areas. The contract price for each
provider would be equivalent to the amount of taxes raised
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from the portion of the levy covering each participating unit’s
area. Therefore, though things would be structured differently
on paper, the functional realities of the operations of the fire
territory would be essentially the same as they are currently.

The major exception to this would be with regards to
capital purchases. All existing capital assets would remain
under the control and ownership of their current owners.
Additionally, all existing Cumulative Fund Levies would
continue to operate, under the control of the individual
townships. However, the Cooperative Model, like all fire
territory models we would recommend, would create a new
Fire Territory Capital Fund and raise a new levy to support
this fund. New joint capital assets would be purchased and
jointly administered out of these joint funds, These new
capital assets would be allocated based on collective priorities
and needs. They would be stationed and operated within
whatever department would put them to their best service,
but they would remain the property of the fire territory itself.

In our Consolidative Model, the Fire Territory Levy could
be either uniform or non-uniform. In either case, however,
the governing principle that would determine where tax rates
are set would be a determination of the disparity of the quality
of service throughout the territory, as opposed to a concern
for how closely current rates conform to former rates. In
this model, rates should be set so that citizens who enjoy a
substantively higher quality of fire service pay a higher rate
on their fire service levy, while those with lower qualify service
pay a lower rate on this levy. Given the current disparity in
service provision, some significant structural expansion would
need to be planned for the near future to improve the level of
service to the southwestern portion of the territory, in order
to equitably justify the imposition of a uniform levy. Absent
this, the levy would remain non-uniform in this model, but the
townships would agree on objective criteria for determining
the rates, not only initially but at regular adjustment intervals,
to ensure continuing equity in the rate structure. These
criteria could include some kind of indexing to one or several
measures of the quality of fire service being provided to
various parts of the fire territory so that this factor would have
to be a major part of the consideration of what rates should
compose the non-uniform levy at each adjustment interval.

The Consolidative Model would also call for a
reorganization of all existing capital assets. All participating
units would transfer ownership of all capital assets to the fire
territory. The fire territory, through whatever joint governance
structures the townships have devised for it, would then
determine how each of these assets could best serve the
collective priorities and needs of all citizens within the territory.
These assets would then be reassigned and redeployed at
whatever station would put them to their best service. The
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individual township Cumulative Fund Levies would continue
to operate, in addition to the new Fire Territory Capital Fund
Levy, but the governance structure of the fire territory would
mandate that the townships transfer all funds raised by these
separate levies to the territory, to be jointly administered
under the Fire Territory Capital Fund. The individual fire
departments would continue to exist and operate their own
personnel. However, the high-level administrative functions
of the separate fire departments would be consolidated into a
centralized administrative core. Thus, the budgets and service
areas of the departments would be determined centrally, by
the fire territory, through whatever governance structures
the townships put in place for making those determinations.

4. Fire District

A fire district is a consolidated entity that is established
to assume all responsibility for provision of fire and emergency
services throughout its district. It is a joint effort made by the
participating townships toward complete consolidation which
requires the highest level of commitment and foregoing of
their prior autonomy. The townships become divorced from the
provision of fire services and county officials appoint a board to
oversee the fire district. This board assumes full responsibility
for provision of fire services within the district. The township
funds and levies relating to firefighting are dissolved and
replaced by new funds and levies administered by the district.
The Department of Local Government Finance (DLGF) initiates
a new assessment of local property values and the board
submits their projected budget to DLGF for review. Then, the
DLGF decides on the new levy rates for fire fund and capital
fund, both of which are subject to the Indiana property tax caps.

There are two processes that can lead to the
establishment of a fire district. A county legislative body can
establish a fire district at will,?® or “freeholders” (property
owners) can petition to have a fire district established.?’ All
parts of a fire district must be contiguous; there cannot be
a part that is completely separate from the rest.3® Political
subdivisions other than municipalities have no formal ability to
resist the creation of a fire district. Unlike fire territories, fire
districts generally cannot cross county lines. The boundaries
of a fire district need not coincide with the boundaries of
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any other political subdivision.* To petition for a fire district,
property owners must collect the signatures of either: 1) 20%
of the property owners within the proposed district, with a
minimum of 500 signatures; or 2) a majority of the property
owners within the proposed district.*® “To add area to a fire
district already established, the same procedure must be
followed as is provided for the establishment of a district.”*

Once a district is established, the county legislative
body appoints a board of fire trustees, who must be “qualified
by knowledge and experience in matters pertaining to fire
protection.”? The county legislative body must appoint one
trustee from each township that the territory covers, and, if
this leads to an even number, they must appoint one more.*
In any case, at least three trustees must be appointed.* If
a vacancy in the board occurs, the county legislative body
appoints a replacement for the unexpired term.** Generally
speaking, the board of trustees exercises all ofthe same powers
of a township trustee, but only with regards to firefighting/
fire protection matters.* The fire district is also imbued with
the standard set of “corporate powers.”’ “All the real property
within a fire district constitutes a taxing district ... A tax levied
must be levied at a uniform rate upon all taxable property
within the district. A fire district is a municipal corporation
[for tax purposes].”® The annual budget of the fire district
operates in the same way as other sub-county budgets; it is
reviewed by the county and then by the DLGF.** When a fire
district is created the DLGF “shall verify that a duplication
of tax levies does not exist between a fire district and a
municipality or township within the boundaries of the district.”°

When a fire district is created, no “municipality or
township [is required] to disband its fire department.”s Two
or more fire districts can merge if they share at least 1/8
of their total boundaries.? Property owners can petition for
the merger of two or more districts.>® Property owners can
also petition to dissolve a fire district. After such a petition
is filed, a petition against dissolution may also be filed that
can prevent dissolution if enough signatures are gathered.
Any other entity can transfer or sell, without consideration,
anything to a fire district for the purposes of firefighting.*
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Advantages of the Fire District

1. May relieve the volunteer departments of legal and
hookkeeping duties, allowing firefighters to focus on
emergency responses.

2. The single district would help with finances, grant
applications, and other department responsibilities.

Disadvantages of the Fire District

1. Loss of local control with the district option, as
decision-making transfers to a centrally-planned
hoard. This could translate to less local attention and
responsiveness.

2. Firefighters’ morale could be affected through
compulsory changes in work environment or practices.



V.
Legal Analysis
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