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Arise proposes

income tax
amendment

Gov. Riley s income tax
changes do not quite go far
enough. Arise wants what was
in the Knight Plan: family-
friendly exemptions and
deductions equal to those on
the federal return.

Riley s plan phasesin the
increases in the dependent
deduction and the personal
exem ption, but at full
implementation in 2007, they
would still fall short of federal
levels this year.

Arise is working to persuade
Gov. Riley and the House
Government Finance and
Appropriations Committee
to phase in the larger deduc-
tions faster. We propose to
make the change revenue-
neutral, since Gov. Riley is
counting on the increased reve-
nue. Therefore we propose to
make the personal exemption
and dependent deduction
smaller in the first year ($2,000
instead of $2,250) so that they
can be larger in 2007 ($3,350
instead of $3,000). In that final
year, we propose to tie the size
of each of these deductions
and exemptions to the federal
levels so that they will automat-
ically rise with inflation. Just as
the $300 dependent deduction
created in 1934 has grown out-
of-date, it could happen again.
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Three weeks to persuade lawmakers

Riley proposes bold reform plan

Low-income people will pay lower
taxes and get better public schools if
Gov. Bob Riley s tax reforms are
approved by the Alabama Legislature and
then win a vote of the people in
September. Legislators are considering
the plan in a special session that will run
three weeks, through June 6.

Public education will get two-thirds of
the $1.2 billion in new revenue, while
the rest goes to other govemment
services ranging from corrections to
Medicaid to human resources. Most of
the new money will fill the $675 million
hole left by the slumping economy. But if
the governor s package simply fills the
holes, voters could complain of big tax
increases that dont buy them any more
than what they already had. Thats why
Riley proposes to increase spending in
ways that will move

tion is entered into the equation, they pay
1.2% more. Thus, the income tax changes
alone will raise these top earners state
and local taxes to 5% of income, while
lowering the taxes of the bottom fifth to
9.7% of their incomes.

On the income tax alone, 70% will pay
the same or less. That s the calculation
of Citizens for Tax Justice, based on a
2002 economy; its a little different from
Gov. Riley s number because he is
projecting for 2004. CTJ says that 51%
will pay less, 19% will pay the same, and
30% will pay more. Riley says that, when
you include property taxes and all the
rest, 60% will pay less or the same.

The plan is full of trade-offs. Good

deductions replace bad: As in the Knight

Income Tax Reform Plan which Arise
supported, Riley s

Alabama forward.

Who pays the bill?
High-income tax-
payers, large farms
and timber, and
business will all pay
more. Low- and
middle-income
families will pay less.
An analysis by
Citizens for Tax
Justice shows that the income tax changes
will lower the taxes of the bottom 20% by
0.9% (a $30 million tax cut) and the next
20% by 1.1% ($72 million). By contrast,
the top 1% will pay 1.8% more (a $243
million increase). But note that this group
will itemize that increase as a deduction
on their federal returns. After that deduc-

ACTION: Contact your state sena-
tor and representative and urge
him or her to support Gov. Riley s
tax reform plan because it will be a
giant step toward fairness, funding
adequacy, and accountability. You
can find your legislators with the E-
mail your state legislator button at
www.alarise.org .

plan eliminates the
deduction for
federal income tax
paid. In its place
are a larger
personal exemp-
tion, dependent
deduction, and
standard
deduction. Most
low- and middle-
income taxpayers
will come out ahead.

Arise was disappointed that the new
exemptions and deductions were not
conformed to the federal levels so that
they would increase with the cost of liv-
ing. We hope to make this improvement.

[continued on Page 2]



A few words from

Kimble

Ever wanted to be a fly on
the wall among corporate
CEOs? That s almost how | ve
felt on the steering committee
of the Campaign for Alabama.
For the most part they seem to
forget I m there as they talk
about how their companies and
their wallets will suffer from
the Riley tax plan. | m paying
$275 million to the state now
or Our taxes will go up 36%
or | mwilling to pay more,
but I want to be sure the rest
of you will, too. If the gover-
nor makes a deal to buy off any
sector, they will drop their sup-
port. I ve not been all that quiet
| ve offered policy analysis
from Arise, Citizens for Tax
Justice, and the Center on
Budget and P olicy Priorities.

Families will get a $135-per-
child tax cut on their state
income taxes under the Riley
plan. One reporter said, But
my kids are grown. 1 replied,
Do you think a family-friendly
income tax is agood idea, or
not? For most families, that
tax cut isgreater than the pro-
posed property tax increase.

I m taking credit for coining
the term farmstead exemp-
tion unless one of you tells
me otherwise. I think I thought
it up years ago and discussed it
with many of you. When we
learned how much Gov. Riley
planned to increase property
taxes, we worried about the
effect on subsistence farmers.

[continued from Page 1]

Property taxes increase by a modest
$11 a month for the owner of a $100,000
home. Low- and middle-income families
will gain much more money from their
income tax cuts than they pay in property
tax increases. Most of the $460 million
increase in property taxes will be borne
by business. Families who live on their
property will benefit from a larger
homestead exemption that will exempt
the first $50,000 of their home s value, or
the new farmstead exemption that will
exempt the first 200 acres.

Business leaders in the Campaign for
Alabama asked to pay more so that
they could invest in education and better
state and local government. They will get
their wish. And their support provides
political cover for Gov. Riley, who is new
to the practice of raising taxes. In return,
these leaders demanded improvements in
public schools and an end to business as
usual in Montgomery. Several changes
are included: Teachers will pay more for
their health insurance on a phased-in
basis every time they get a pay raise. It
will be less expensive to fire bad teachers.
Fiscal management will improve, and
local schools will get flexibility to make
spending decisions. Teachers in critical-
need fields, such as math and science, will
get $5,000 signing bonuses if they take
jobs in low-income areas. The Alabama
Reading Initiative and the Alabama Math,
Science and Technology Initiative will be
expanded to scale.

Dr. Paul Hubbert of the Alabama
Education Association went through
tough negotiations with Riley s office, but

both knew they needed each other if the
plan is to pass. Now they go arm-in-arm
to the legislature and to the voters in the
fall.

What are the plan s chances? With
Arise, Hubbert, many business leaders,
and Bob Riley all on the same side, the
plan has a good chance with both Repub-
licans and Democrats in the Legislature.
It will not be easy. Arise members must
call their legislators, visit the State House,
write letters to the editor, and get their
friends to make calls. But far more diffi-
cult will be the summer-long campaign to
get 50%-plus-one of the voters to
approve the plan in September. Many
Alabama citizens are cynical. Even if, as
Riley s staff estimates, 60% will benefit,
that doesn t mean that all 60% will vote
for the plan.

Please help! Go to www.arisecitizens.org
and sign up for daily Arise e-mail alerts
during the special session on tax reform.
And give your organizer a call. Begin to
strategize about your role in the summer
campaign to build voter support.

Arise organizers:

Pres Harris Montgomery and Black
Belt, (800) 832-9060

Stan Johnson Birmingham and
Huntsville, (205) 833-3301

Danny Jones North Alabama counties,
(205) 933-2768

Nathan Morgan Tuscaloosa, Mobile,
South Alabama counties, (205) 394-3923

The bad landlord-tenant bill passed the
House Commerce Committee, but we ran out of
room in this newsletter! Watch for our next issue
or call Karen Brown, (800) 832-9060.

After consulting Alice Paris .

husband George and two Effect of Income Tax Changes in HB 19

Auburn profs, we suggested a Income Ala State and Local Tax now Change

farmstead exemption wice the Bottom 20% $0 - $13,000 10.6%, incl 1.9% income tax -0.9%

size of the homestead exemp- Second 20%  $13,000 - $21,000 10.5%, incl 2.7% income tax -1.1%

tion, and the governor liked the Middle 20% $21,000 - $36,000 9.6%, incl 2.9% income tax -0.5%

idea. We saved family farmers a Fourth 20% $36,000 - $58,000 8.2%, incl 2.9% income tax -0.1%

few million dollars that day! Next 15% $58,000 - $108,000 6.7%, incl 2.9% income tax +0.5%
Next 4% $108,000 - $229,000 5.1%, incl 2.8% income tax +1.0%

With peace, Next 1% $229,000 or more 3.8%, incl 2.9% income tax +1.8%
Source: Institute for Taxation and Economic Policy, www.itepnet.org
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Payday Loan
Amendments Must
Be Protected

A compromise payday loan
bill passed the Alabama House
after consumer-friendly
amendments were added.
Arise, Rep. James Buskey, the
AARP, and others fought hard
to win the amendments, but
they are at risk in the Senate,
where a bad version of the bill
has passed in previous years.

Repayment plan: HB 178, the
bill negotiated by the Banking
Department and the payday
loan industry, offered a repay-
ment plan at the option of the
lender for a 10% upfront fee.
We wanted a repayment pro-
gram offered at the option of
the borrower atno additional
cost. The end result after the
House added amendments: a
repayment program offered at
the option of the lender with-
out the additional fee.

Statewid e database: HB 178
did not mandate that lenders
use a statewid e database to
ensure that they and customers
operate within the law for
example, to make sure custom-
ers dont have more money
tied into loans than the bill
allows. Now, after a House
floor amendment, it does.

When the tax reform session
ends, urge your senator to
protect the consumer-
friendly amendmentsin HB
178. The bill is likely to be
considered when the legislature
returns to its regular session.

Alabama s Banking D epart-
ment has o ffered to work with
Arise to make sure that pro-
tections we offer are enforced.
The next steps for us: to keep
the amendments in the bill and
to make sure the Banking
Department keeps its promise.

Karen Brown
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Are you getting
Arise newsletters?

We are no longer able to send every
newsletter to everyone on our list. The
mail house is too slow, and the 3,800-
person list is too long. When the issue is
time-sensitive, we send the newsletter to
our short list, the 900 Associate
Members.

Who are the Associate Members? They
include people who have visited their
legislator, who told us they wrote or
called an elected official this year, who
signed up for e-mail alerts, or who
contributed financially.

Our sincere thanks to these Associate
Members who contributed between
February and April:

Ntam Baharanyi, Auburn

Bill Baird, Auburn

Royce & Shirley Beckett, Auburn

L. D. & Rachel Bentley, Oneonta

Dr. Neal & Mrs. Anne Berte, Birmingham
Gov. Albert P. Brewer, Birmingham
Joe Bronstein, Birmingham

Trudy Brower, Birmingham

Charlie & Chip Busch, LaFayette
Michael Calvert, Birmingham

Rafe & Judy Cloe, Birmingham

Harris L. Cornett, Montgomery

Paul & Emily Cosby, WestPoint, GA
Robert Cowan, Montevallo

Rev. Jay Croft, Birmingham

Chris Davis, Birmingham

Rev. Emily R. Davis, Talladega

Bill Dawson, Birmingham

Bill Dixon, Florence

Lynn Douglas, Birmingham

Tom & Doreen Duley, Birmingham
Nancy & Gary Dunavant, Birmingham
Debbie Elliott-Taylor & Stephen Taylor,
Orange Beach

Rebecca Evans, Birmingham

Sarah & Charles Fechter, Trussville
Calli Patterson & Kimble Forrister,
Montgomery

Conrad M. Fowler, Tuscaloosa
William Giard ini, Brownsboro
Presdelane Harris, Montgomery

Jack & Heidi Hataway, Montgomery
Martha Hayes & Roger Sauterer, Pell City
Bob & Aleta Henderson, Phenix City

Lawton Higgs, Sr., Bessemer

Jane M. & Bob Hinds, Birmingham
Mary S. Hopkins, Birmingham

Peter Horn, Birmingham

Darryl & Kristin Hunt, Birmingham
Frank & Jothany James, Birmingham
Amanda Janis, Decatur

Stan Johnson, Birmingham

Arzula C.Johnson, Pine Apple
Laurie Keller, Huntsville

Jim & Jan Kimble, Birmingham
Kathy King, Montevallo

Robin Lambert, Harlan, KY
Elizabeth Lambertson, Birmingham
Sandra Lawler, Birmingham

The Rev. Richard Lawson, I11, Decatur
Peter Lusche & Catherine Boyer, Auburn
Ron Manning, Brierfield

Marjorie Masterson, Huntsville
Susan & David McAlister, Birmingham
Kathy McMullen, Birmingham

Larry Menefee & Laurie Dill, Montgomery
Fannie Mitchell, Birmingham
Dianne Morgan, Birmingham

Jean Gay Mussleman, Florence

Don Nolte, Montgomery

Louise G. Parris, Anniston

Martin Payne, Langley, WA

Ruth Perot, Fairhope

Ruth Ann Powers, Phenix City

John M. Robinson, Birmingham
JoanTurner Rodgers, Montgomery
Judy Roy, Bessemer

Nell Rush, Birmingham

Anne G. Rutledge, Huntsville

Dick Sales, Birmingham

Ruthie Sherrill, Tuscaloosa

Virginia R. Smith, Oneonta

Arthur Snyder, Tuscaloosa

lvan & Ruth Swift, Toney

Lyle & Ruth Taylor, Huntsville
Amanda & Walton Vaughan, Auburn
Susan Vaughn, Montevallo

George H. Wade, Huntsville

Connie Wagnon, Birmingham

Ken Wallace, Fairhope

Donna Ware, Trussville

Penny Weaver, Montgomery

Janice R. Weaver-Jones, Northport
Virginia Willard, Gadsden

Marvin J. Wolverton, Birmingham
Carol & Ralph Womer, Auburn
Troy Word, Mobile

Eldon Zimmerman, Birmingham

Catholic Archdiocese of M obile
Church Women United, Mobile
Church Women United, South Baldwin
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We agree that

concern for and

ministry to the poor

is a particular Christian
concern, rooted deeply in
Scripture.

We agree that

Christian communities,

as part of their concern for
the poor,

must be willing to confront
the realities which create
and maintain poverty.

We agree that
the tax structure in
Alabama unfairly taxes
those who live below the
poverty level, while
allowing significant
advantages to the most
wealthy of the state.

We agree that

the tax structure thus
constitutes an instance of
economic injustice
which must be exposed
and challenged

by people of faith.

We agree that

any change to the tax
structure

is the responsibility of the
Executive and Legislative
branches of state
government.

The governor and
the State Legislature

are called upon

by the Christian
denominations
to take action
to enact a fair and just tax
structure for Alabama.

Religious leaderstatement,
January, 2001
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When the plan
is fully imple-
mented, a
family of 4 will
pay less state
income tax if its
income is
under $99,800.

Tax ref orm:

fairness and adequacy

Income tax thresholdrises from $4,600 now to $060
for a familyof 3 and $1950 for a fanty of 4 whenfully
implemented.

Break-even point using the stadard deductio is

$91,600 for a married couple filiggintly with two childrenPut another way, a
family of four will pay less on the portionitsf income that is below $99,808.
couple filing jointly with one child will pajess if its income is $81,900 or less.
Single persons will pay less if their imaes are $19,800 or less.

More than 1,000,000 filers will pay lessThats 51%. About 600,000 will pay
more. Thats 30%. The remaining 19% will pdye same.

Personal exemptiongrows to $3,000 in 200%. $ been at $1,500 since 1935.
Dependent deductiorgrows to $3,000 in 2007 $ been at $300 since 1935.

Standard deductionfor those who domitemize grows from #hcurrent $4,000
maximum to $7,95per couple, $4,750 single, $7,008ad of household.

Deductions: Only charitable, medical, andonmigage deductions allowed.
Deduction for federal income tax paid: edd

Corporate income taxnow has 4.2% effective rate. New effee rate of 6%
achieved bwllowing deluction of ondourth of deral incora tax paid. This
deduction benefits companies withliégt taxable income.

Revenue:lf full implementatiorof personal ioome tax chages had beein
2002, revenue would be up $3tdlion. (CTJ)Full implementation of personal
and corporate income tax changés) 2004, would bring in $479.million.

State property taxis now 6.5 mills, with homs, farms, timber taxed at 10% of
assessed value; autos at 15%; cencml at 20%; utilities at 30%. New state tax
will be 3.5 mills, applied to 100% aksessed value. Thus, on the state part of
property taxes, commercialdntility tax bills increase by a siter percentage.
Expanded $5000 homeagad exemptin keeps thincrease undes12 a mortt

for most horas. Farmstehexemptiorwill shield first 200 acres fra property
taxes if taxpayer lives on the land.

Local property tax gets an amended 10-
15-20-30% assessmeatio structure:

State property tax on a
$100,000 property:

Commercial property will pag2% and N Now  Riley
utility property will be frozen at itsaw Utility $195  $350
dollar level until, after future inflation, the | Business 130 350

Home 39 175

22% rate catchagp with the fozen level.

Then utilities will pay the 22% rateike on a $500,000 property:

other businesses. Farming current use g“”t_y $2;(5) $i';28
. . usiness ,
values, which have not beepdated since Home 299 1575

1982, will rise dramatically to rates slan
to those in neighboring states. Ten
current use values have been updatazk and will see a less dramatic rise.
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