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Join the

Citizens
Commitment

Has your congregation or
organization joined The
Citizens Commitment ?
That s a new tax reform coali-
tion of non-profit groups con-
vened by VOICES for Ala-
bamas Children and Arise. Tg
join, just let us know that you
board has committed to work
to make Alabama s tax struc-
ture more fair, efficient, reli-
able, simple, transparent, ade-
quate, and revenue-p ositive.
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Tax reform gaining momentum

Welcome, Danny
Jones, to Arise s
organizing team!
Danny grew up in
Athens and worked for
the lastseven years at
the headquarters of
the North Alabama
Conference of the
United Methodist
Church. He brings to
Arise a wealth of con-
tacts throughout North
Alabama. He joins an
already-impressive
organizing team: Pres
Harris, Stan Johnson,
and Nathan Morgan.

Some are still saying that tax reform
needs to happenin 2003 or 2004. But
that idea flirts with disaster. Although
Alabama legislatures have been known
to tackle difficultissues in the first two
years of a quadrennium, hoping that

voters would forget by the nextelection,

this time there is another problem in
play: The state is out of money.

The state is at least $250 million
short for 2003, and over $600 million
short for 2004. Those figures cover
only the cost of maintaining the current
abysmally low level of services. If voters
approve a tax reform plan in November,
many of the changes will affect the 2004
tax year, making the revenue available in
2005. If we wait to reform our tax
system in 2004, the new revenue would
come in 2006!

Both the Citizens Commitment and
the Campaign for Alabama are plan-
ning for a special session of the
Legislature on taxreform. (The
Citizens Commitment is a coalition of
non-profits; the Campaignis a group of
business leaders.) Reform plans would
be ready by late spring, possiblyin time
for a special session during the regular
session. Then voters will have to
approve the package in November,
because it will involve changes to the
state constitution.

Tax system growing more unfair

Low-income Alabamians paid
almost twice as much of their
income in state and local taxes in
2002 than the wealthiest Alabamians

We must reform in 03, not 04

D.C.-
based nonprofit research institute. The
study compared the shares of family
income paid by non-elderly taxpayers in
each state. The report was released in
Alabama on Jan. 9 by Matt Gardner,
one of its authors.
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Alabama sales income, and property
taxes, while the wealthiest 1% pay 4.2%.
Alabama s reliance on sales taxes to
make up for inadequate property taxes
harms the poorest citizens, most of
whom pay nearly seven times more of
their income in sales taxes than the
wealthy do.

The state s sales tax applies to groceries.
The income tax is not indexed for infla-
tion; it is applied at what amounts to a
flat rate; and it is paid by families
making as little as $4,600 a year. On the
other hand, those who are better-off pay
a lighter share of the tax load, thanks
partly to the deduction for federal
income tax paid.

Since 1989, Alabama lawmakers have
done little to improve the state s tax
structure. As a result of this inaction,
low-income Alabamians have endured

Poverty quiz

What proposed tax plan would cut $45
million from the taxes paid by the poorest
20%, while cutting $175 million from the
top 20%? See Tax quandary, Page 2.




substantial tax hikes because
of inflation and local tax
hikes. From 1989 to 2002,
the bottom 60% of
taxpayers saw their share of
state and local taxes increase
by nearly 0.8% while the top
20% got a small reduction.
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A few words from

Kimble

Alabama has chosen to play a colossal
high-stakes game of chicken with its
budget. For years people have said thatthe
state would not reform its tax system until
the state was truly broke. Now that time is
here, and we risk the welfare of our
children, our seniors, our prisoners,and our
disabled on the outcome of tax reform. And
there s another big problem with our chosen
strategy. By waiting until we re broke, in the
middle of a recession, we may be stuck with
telling the voters that the tax increase we re
asking of them won t buy any big
improvements.... It might do little more
than fill the holes created by our revenue
losses.

I m on the steering committee of the
Campaign for Alabama. What a great
compliment to Arise that we would be given
a seat at a table where most of the CEOs
have given at least $250,000 to show their
commitment to tax reform. They said that
they want Arise there to make sure the issue
of fairness doesnt get lost in the urgent
search for sufficientrevenue. Make no
mistake there are plenty of elected leaders
who would support addinga temporary
1% sales tax to getus through our

imme diate crisis. We need to be firm: We all
knew a crisis was coming, we flirted with
disaster, and now that the crisis is here, low-
income taxpayers should not bear the
heaviest burden. That would contradict the
very idea of a fair tax system.

With peace,

Tax quandary:
the grocery tax

Arise facesa difficult strategy
decision regarding the sales tax on
groceries. We have argued for
removing it because it taxes one of the
essentials of life and because it falls
harder on poor people. However, its
not that simple.

Removing the grocery tax would
cost state and local governments an
estimated $525 million a year. Over
half of this amount would come from
the state education budget. Of the
remainder, some poor communities
would lose a stable and sometimes
essential  source of revenue for city or
county government.

And who would benefit? In terms of
dollars, the wealthy would bene-
fit most. The top 20% of tax-
payers would get 33% of the
benefit, while the bottom 20%
would get only 8.5%. That's
partly because wealthy people

Impact of rem
groups
Quintile $

Bottom 20%

buy more expensive food, but Next 20%
its also because many low- Middle 20%
income people buy their gro- EOU?QS%S%
ceries with food stamps, which ex 0
Next 4%
are exempt from sales tax. Top 1%

Nevertheless, not all poor

people get food stamps. In a county
withan 8% sales tax, amother with two
children pays about $387 a year in
grocery taxes more than most
Alabamians pay in property tax. To
Arise members, does a $387 hardship
for her family outweigh the importance
of a $525 million hole in state and local
budgets? Both are bad options.

There is a way out of this quandary.
A State Earned Income Tax Credit, set
at 10% of the federal EIT C, would cost
the state budget only about $80 million -
- far short of the $525 million price tag
on removing the grocery tax. For a
family with two children, that State
EITC would mean $414 a year, if the
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family income were around
minimum wage. (The maxi-
mum $414 would go to two-
child families with $10,500-
$13,500 incomes.) For the
mother of two, the $414
state EITC could offset the
$387 cost of the grocery tax.

The EITC has been
criticized by some as a
welfare program, but in
fact no one can receive the
credit without working and
earning wages. At low
wages, it functions as an
incentive to work: The
federal EITC has the effect
of rewarding a minimum
wage worker who makes
$5.15 an hour with about
another $2 an hour, assum-
ing two children. (If
Alabama had a State EITC,
it would add another 20
cents an hour.) The more
hours worked, the larger the
credit, until the full-time
wage reaches about $6.75 an
hour. Then the credit begins
to phase down slowly,
reaching zero at wages of
about $17 an hour. The
EITC has also been
criticized for its 27% fraud
and error rates. H owever,
these rates include both
honest error and fraud, and
a large share of the problem
is caused by confusion over
which parent can claim the
child. The IRS plansto sim-
plify these rules in order to
reduce errors.

President Ronald Reagan
considered the EITC an
effective antipoverty
program. Then-Gov.
George W. Bush spoke out
for the plan when
congressional conservatives
tried to cutit. A State EITC
is the most targeted,
efficient way to make
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Alabamas tax system fair for low-
income people and it can offset most
of the cost of the sales tax on food.

Calendar

Demopolis tax reform workshop with
Susan Pace Hamill, Kwamena Blankson,
and David Perry. 10-2 Sat Mar 8 at
Robertson Banking Company auditorium.
Lunch provided.

Arise Lobby Day Th Apr 3, Capitol
Auditorium
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We appreciate
our contributors!

These contributors gave to ACPP
in December and January. These
gifts, with those we received in
2002, have enabled us to hire Danny
Jones as our fourth organizer.

Jim Allen, Lanett

Mary Beth Allison, Mobile

Ginny & Lewis Archer, Alexander
City

Connie Arnwine, Birmingham

Dot Baker, Birmingham

Bertha Battey, Fairhope

Jere L. Beasley, Montgomery

Dr. Velma Blackwell, Tuskegee
Kaydee Erdreich Breman,
Birmingham

Nancy Brennan, Montgomery

Jan & John Brown, Section
Kenneth R. Cain, Birmingham
Henry Callaway, Mobile

Jim Carnes & Erin Kellen,
Montgomery

Clarence C. J. Carrio, Mobile
Susan Carroll, Birmingham
Jocelyn Cash, Montgomery

Paul & Muriel Cherney, Mobile
Gail Chryslee, Mobhile

William Clark, Birmingham
Reuben Cook, Tuscaloosa

Betty Copeland, Birmingham
Robert Cowan, Montevallo

Lettie Mae Crawford, Birmingham
Carrie Crenshaw & Richard Rouco,
Hoover

Rev. Jay Croft, Birmingham

Mary Cupp, Auburn

Gabriele Darch, Auburn

Carol Dean, Birmingham

Donald P. Domico, Selma

Dan & Kathleen Dunne, Birmingham
Stan Easton, Jacksonville

Debbie Elliott & Stephen Taylor,
Orange Beach

Carolyn Ellis, Auburn

Virgene & Roland Ficken,
Tuscaloosa

Elaine Fuller, Montgomery

Gail Gardner, Fairhope

Marilyn & Phil Garrett, Opelika
Jim & Helen Geesey, Montgomery
Duncan L. Gibson, Birmingham
Al Girodo, Oneonta

Anne Permaloff Grafton, Pike Road
Sue Hall, Opelika
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Dr. & Mrs. Fletcher Hamilton,
Birmingham

E. B. Hannum, Mobile

Sr. Joan Harrington, Birmingham
George W. Harris, Tuscaloosa
Jack & Heidi Hataway, Montgomery
Dale & Alan Head, Birmingham
Lawton Higgs, Sr., Bessemer
Claudia Highfill, Auburn
Madeleine Hill & Bill Winternitz,
Tuscaloosa

Lil Hilliard, Montgomery

Peter Horn, Birmingham

Andrew P. Hornsby, Jr., Montgomery
Stewart A. Jackson, Birmingham
Harvey Jackson, Jacksonville
Frank & Jothany James, Birmingham
Stan Johnson, Birmingham

Sr. Mary Zoe Keller, Mobile

Sr. Deborah Kennedy, RSM, Fort
Payne

Kathleen Liles, Birmingham

Kit Lively, Charlotte, NC

Bob L oftin, Birmingham

Eleanor Lucas, Montgomery

Rev. William Lucas, Jacksonville
Ron Manning, Brierfield

Minnie Manning-Murrell, Alabaster
Dorcas Mansell, Birmingham
Sarah Underwood M ayfield,
Birmingham

Mabel McClusky, Birmingham
Emily & Travis McGowin,
Birmingham

John McKee, Cottondale

Evelyn Mims, Tuscaloosa

Joseph Molnar, Auburn

Dianne Morgan, Birmingham
Nathan Morgan, Tuscaloosa
William & Mary Ellen Nicholas,
Birmingham

Jane Nichols, Montgomery

Claude & Kate Nielsen, Birmingham
Leslie O'Neil, Birmingham

David Owens, Fairhope

Bob Parker, Birmingham

David & Anne Patten, Prattville
Martin Payne, Langley

Mary Jane Pennington, Mobile
LaVerne Ramsey, Pelham

Jerome R. Redus, Huntsville

Chris Retan, Birmingham

Jo Anne & Gary Rockwell, Auburn
Joan Turner Rodgers, Montgomery
Ted & Becky Romano, Alabaster
Alfred Rose, Birmingham

Yvonne Ross, Mobile

Judy Roy, Bessemer

Nell Rush, Birmingham

James Rushton, Birmingham
Anne G. Rutledge, Huntsville

Margaret Schock, Huntsville
John Schweinsberg, Huntsville
Bobby Segall, Montgomery

J. Wayne Sellers, Guntersville
Frederick Shepherd & Lorrin Etka-
Shepherd, Birmingham

Ruthie Sherrill, Tuscaloosa

Doris Smith, Furman

Katy Smith, Birmingham
Catherine H. Smith, Birmingham
Rita Judge Smith, Anniston

Mr. H. E. Steele, Auburn

Judd & Libba Stinson, Andalusia
Barrie Stokes, Birmingham

Nell Taylor, Northport

George Thompson, Birmingham
Ann B. Thompson, Huntsville
Teresa Thome, Springville
Virginia Tincher, Auburn

Martha Tissington, Mobile

Diane C. Tucker, Birmingham
Rick & Nancy Turpen, Birmingham
Elaine E. Vancleave, Birmingham
John Keith Wade, Huntsville
Robert Waldron, Mobile
Charlotte Ward, Auburn

Mary Weidler, Montgomery
Kathlee n Wells, Huntsville
Carolyn Whitten, Birmingham
Don C.Williams, Hope Hull
EdnaWilliams, Tuskegee Institute

Fairhope Friends Meeting, Silverhill
Kemper Insurance Companies
(match of employee gift)

What does it cost
to support a family?

The Alabama Self-Sufficiency
Standard calculates the income
required for 70 different family
types in every county in Alabama to
meet their basic needs. None of
them can raise a child on poverty-
level wages without income
supports. Arise undertook the
project with the D.C.-based Wider
Opportunities for Women (WOW),
the University of Washington, and
an advisory committee representing
15 organizations. As Arise Policy
Analyst Mary W eidler points out,
The data from this report will
enable us to talk more
authoritatively about the need for
child care, public transportation, tax
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reform, affordable housing and|a
wer

whole host of issues affecting |
income families. The full repo
can be viewed at

WwWw .Sixstrategies.org.

Law Institute writes
impartial landlord-
tenant bill

The Alabama Law Institute
hopes to break the legisla-
tive logjam that has prevented
passage of a landlord-tenant
bill for the lastten years. The
bill s major points are similar to
past landlord-tenant legislation
Arise hassupported.
Unfortunately, the Realtors

and Homebuilders associations
have voted to oppose this bill.
Its provisions:

%I Landlords and tenants
must comply with all
building and housing
codes affecting health and

. safety.

%I Security deposits can t
exceed one month s rent,
except for pets and
increased risks to the

_ premises.

%I Tenants cant prevent the
landlord from entering
the dwelling to inspect the
premises, to make repairs,

_or to show the unit.

%I should a material non-
compliance occur, such as
not paying the rent or
failure to make repairs,
either party has two op-
tions: Terminate the lease
within 14 days if the
breach is notremedied, or
make the repair. Tenants
may make minor repairs
and deduct the costfrom
the rent as long as the
cost doesn t exceed half
of one month s rent. If
the need for repair was
the tenants fault, the
landlord can add the cost

_ of repairs to the rent.

%I All eviction proceedings
will follow the Alabama
Rules of Civil Procedure

Arise Citizens Policy Project Report

and the Alabama Rules of Appellate
Procedure 14 days to answer, 14 days
to appeal.
For more details on the bill, see the enclosed fact
sheet.

Don t push consumers
into loans they can't
afford

Governor Bob Riley said during the
campaign that payday le nders
should abide by the Small Loan Act.
Recently, in a compromise with payday
lenders, the State Banking Department
has crafted a bill intended to balance the
needs of both consumers and lenders.
To a great degree, this bill resembles last
year s industry bill which Arise opposed,
because of feesthat amountto a 429%
Annual Percentage Rate (APR). At the
insistence of the Banking
Commissioner, this year s bill offers a
four-month repayment period after the
first rollover. Arise has several
objections to the bill:

A high fee The Banking
Departments bill sets the fee at 16.5%
(429% APR). We want the fee at 3%, as
in the Small Loan Act, but given the
political realities, we would agree to
15% (390% APR). The fee is 15% in
Virginia, Florida and Indiana and
lenders still make money. Alabama
lenders say that with a 15% fee they
could not operate profitably in small
towns. If a15% fee causes 100 of the
estimated 700 stores to close, the payday
loan industry will still be widespread in
Alabama.

A flawed repayment plan  The pro-
posed repayment plan is offered at the
option of the lender, is not required to
be disclosed up front and costs an
additional 10% of the outstanding
balance. We want the repayment plan
offered at the option of the borrower,

and we want it disclosed w hen the bor-
rower gets the application. We want the
10% fee dropped.

Databases Their bill does not require
lenders, as Florida does, to use a
database to ensure that customers do
not have multiple loans. It also does not
limit customers to one loan at a time.

Specified loan amounts  Their bill
limits the total loans to 50% of a
person s net income for the loan term
or $500. That is too much to have tied
up in a loan, especially one that has to
be paid off in one lump sum (unless the
lender decides to offer the repayment
plan). We want specified loan am ounts;
a minimum of $50 and a maximum of
$300.

Longer loan terms A minimum loan
term of 10 days makes the loan more
expensive than one with a minimum
term of 14 days. We want the loan term
to be 14 to 31 days instead of the 10 to
31 days offered in the Banking
Department s hill.

ACTION: Contact Gov. Bob

Riley and your state representative,
and urge them to insist on a better deal
for consumers in the payday loan bill by
reducing the fee to 15%, requiring the
use of a database, and requiring lenders
to offer the repayment plan.

Gov. Bob Riley (334) 242-7100
State Capitol fax (334) 353-0004
Montgomery, AL 36130
constituentsvcs@governor.state.al.us

A good IDEA

Alabama s Department of Public
Health has received a grant from the
Health Resourcesand Services Admin-
istration (HRSA) to conduct focus
groups and a telephone survey to learn
more about residents who have no
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health insurance, are
underinsured, or are un-
stably insured. Are they
employed? Where do they
live? Why haven t they
exercised insurance options
available to them? The
name of the project is
Insurance Directions for
Every Alabamian (IDEA).
For more about ID EA, go to

www.adph.org/idea.

Once the data is
collected, what will
Alabama do to expand
health insurance
coverage? To look for
solutions, the state s
Children s Health Insurance
Program (CHIP) has
initiated four workgroups to
examine health insurance
options for small business,
big business, and p ublic
insurance programs, and to
consider revisions to state
laws and regulations. Arises
Mary Weidler is cochairing
(with Ashley Alvord of the
ALL Kids staff) the
workgroup on small
business. Anyone interested
in attending workgroup
meetings may email Fern
Shinbaum at
fshinbaum@adph.state.al.us
for meeting times and
locations.

Arise Citizens Policy Project Report

February 20,2003

Page 6



