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Tax reform events

We have ten staff and more
volunteers helping groups and
congregations all over the state
to understand the tax plan. Many
of these events are for small
classes and groups, not the
general public, but the tax reform
workshops listed here are open
to the public. For a more up-to-
date listing, see the Announce-
ments at www.arisecitizens.org.

Wilcox County workshop 6 pm
Th, July 31, Pine Apple Clinic

Birmingham workshop 6:00 pm
Mon, Aug 4, St. Mary s Catholic

Church, 6101 Dr. Martin Luther
King, Jr., Drive, Fairfield

Birmingham workshop 3:00 pm
Wed., Aug 6, St. Martins in the
Pines, 4949 Montevallo Rd.

Montgomery workshop 10 am
Th, Aug 14, St. Bede Catholic
Church, 3870 Atlanta Highway

Anniston workshop 9:00 am Sat,
Aug 16, Rising Star United
Methodist Church, 224 Church
St., Hobson City, (256) 390-1834

Job opening

Organizer responsible for
Arise mem ber services in
South Alabam a. Salary
range from $25,000, based
on experience. Health and
pension plan.Send resume
and writing sample to Arise
by Sept. 15.
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Arise wins changes

Reform surpasses expectations

Legislators added improvements to
Gov. Bob Riley s historic tax reform
plan during the three-week special ses-
sion that ended June 7. Arise suggested
changes that became features of the plan:

%IlIncome tax personal exemptions
and deductions will grow with
inflation. By linking them to the federal
deduction levels, we made sure that 20
or 50 years from now, they will not lose
value as the current $300-per-child
deduction did in the last 68 years. Rep.
Laura Hall offered this amendment on
the House floor.

%ICurrent use will apply only toan
owner s first 2,000 acres of land, an
idea we borrowed from Georgia. Cur-
rent use values on timber or farm prop-
erty set its taxable worth at a fraction of
its fair market value, even if it sits next to
a shopping mall. The current use value
of farmland will grow 22% to $650 per
acre; timber values will grow 22% to
$714 per acre. Less than 5% of owners
have over 2,000 acres. With this policy,
Alabama says in effect, We will tax you
at a discount on your first million dol-
lars worth of land. Giant timber com-
panies will pay far higher taxes; most of
them oppose the reform plan. Sen. Hank
Sanders proposed this change.

%IPoultry farmers are treated more
fairly. They complained that the new
200-acre farmstead exemption won t
help a poultry farmer who might have
only 50 acres of land, but chose to invest
in poultry houses instead of land. Now

farmers will get to decide whether to
take a homestead exemption on 200
acres or on $150,000 inimprovements
like poultry houses.

%I The corporate income tax is better
structured. Riley s team feared voter
backlash if he cut the corporate income
tax rate to 6% from 6.5%. Companies
don t really pay 6.5% now; after they
deduct their federal income tax, the
effective rate is 4.2%. To reach an
effective rate of 6%, Riley s plan let them
deduct a fourth of their federal income
tax. Sen. Hank Sanders expected worse
voter backlash if companies and not
individuals got the deduction, so he
eliminated it, and simply set the rate at
6%. An elegant solution.

In a nutshell
Why Arise endorses

Riley s tax reform plan

For over a decade, Arise has called
for a state tax system that will not tax
poor people deeper into poverty a
system thatis fairand provides
adequate revenue.

The Riley plan will cut taxes for most
low- and middle-income families with
children; it will raise taxes mod estly
for others. (Tax levels remain below
those of Mississippi and Georgia.)
The plan will fill the $675 million bud-
get gap for 2004. It will also allow the
state to invest in proven programs
that will move our state forward in
education, health, and other vital
services in coming years.




A few words from

Kimble

Like many six-year-olds, Clare
likesrepetition. As she goes to
bed each night, she thanks God
for her family, friends, school,
and church, and she prays that
the poor people will get what
they need. On the night the tax
reform plan passed the Senate, |
said good night and told her,
You know, Clare, tonight our
prayers were answered. She
brightened up and asked, Did
the poor people get what they
need? Yes, poor people will get
millions of dollars they need
from this plan. It remains to be
seen if the voters will agree to it.
We continue to pray that God
will hear the cry of the poor.

Big corporations and wealthy
people will pay much more.
We contend that fairness isnt
just tax cuts for low- and middle-
income families; fairness is also
tax increases for those who have
had the biggest breaks. The
Christian Coalition is willing to
affirm the former, but not the

latter. Fortunately, the big corpo-

rations in the Campaign for Ala-
bama agree that they should pay
a fairer share. With the help of
Royal Cup s Bill Smith, their
CEOs have educated themselves
on education issues and champi-
oned the changes outlined on
this page. It s been fascinating to
watch a new class of business
leaders change Alabama history.

Nathan Morgan is moving on.
He s leaving Arise organizing to
pursue a Master s in library sci-
ence starting in mid-August.
Nathan has been an able repre-
sentative of Arise from Tusca-
loosa to Mobhile to the Wiregrass,
and he even filled in as tax
reform policy analyst for several
months. We Il miss you, Nathan!

With peace,
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How will public education
improve for students?

Voters don t want to throw money at
the education system. However, they
say they would pay higher taxes if they
were assured that Alabama s education
ranking will improve. G ov. Riley wants to
fund programs that have proven effective
at improving student performance.

Early reports on the Alabama Reading
Initiative are encouraging. By building
the school staff into a team, training them
in the latest research-based methods to
teach reading, and providing each school
a reading specialist, the ARI changes a
school s ability to provide students what
they need to learn. One Autauga County
school reports that 96% of first-graders
now read on grade level. A Bibb County
school reports a 70% reduction in disci-
pline referrals. We gain results like these
from high-quality professional develop-
ment. The new Math and Science Initia-
tive promises similar results.

Gov. Riley envisions the new college
scholarship program as an incentive
for student performance. The idea is
that students will work hard to attain the
3.0 average that will earn them a full
scholarship and that parents will also be
more engaged in students education. To
keep the scholarship, a student must
maintain set grade point averages.

Good teachers will be easier to recruit
for underserved locations and sub-
jects, such as math and science. There
will be signing bonuses as well as
scholarships to improve the quality of
teachers in areas where students have the
greatest need for good teachers.

The school year will be five days
longer, increasing students instructional
time. Alabama has a 175-day school year,
shortest in the nation. The national
average is 180 days.

New accountability measures meet
the concerns of the governor, the

business community, and AEA (the
Alabama Education Association). The

dismissal process for poor teachers will
be faster and cheaper. New principals will
be hired with performance-based
contracts not protected by tenure.
Superintendents and district financial
officers must be trained and tested on
financial management. New comp uter
systems will allow closer monitoring of
district finances and warning of any
developing problems.

Education funding will grow at both
the local and the state level. Local
funds for education will grow primarily
because local business property tax
revenue will grow by 10%. There are also
small expansions of the sales tax. Almost
all of the state funding increases will go to
the new Alabama Excellence Initiative
Fund, which will be allocated according
to need between education and General
Fund agencies. Revenue is projected to
grow by $703 million in Fiscal Year 2004

little more than enough to fill the
expected $675 million shortfall (less than
half of which is in education). In FY
2005, the new fund is projected to grow
by another $357 million. That means that
the legislative session that begins next
February will require citizen advocacy to
ensure that high-priority programs get the
new funding. The 2004 session will set
the spending trend for years to come.

Arise adds staff for summer

Melissa Oliver is on the road for Arise
this summer. She normally champions
our cause in the halls of the Legislature,
but this summer she has joined us part-
time to spread the tax reform word to
congregations and community groups.

Angie Wright, one of our founders, is
also working with us part-time through
September. Angie is now the pastor of
Beloved Community Church in Birming-
ham. She was one of the authors of the
study that showed how low Alabama
timber taxes are compared to Georgias.

Robin Lambert, an expert on rural
education issues, is with us full-time
until September 9. Robin s knowledge of
Alabama s back roads is unparalleled.
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What will the

ballot say?

As is often the case
with ballots, the lan-
guage voters will see
on Sept. 9 will not
describe precisely the
contents of Amend-
ment 1. Below is what
voters will see; the
next two pages are
Arise s summary.

Proposing an amend-
ment to the Constitution
of Alabama of 1901,
establishing the Ala-
bama Excellence Initia-
tive Fund which may be
used to fund programs
including, but not limit-
ed to, the furtherance of
excellence in public
education, college
scholarships, health
care benefits for senior
citizens and job training
programs to attract new
high paying jobs and
otherwise provide for
distributing state tax
revenues; to adjust
income and property
taxes; to establish the
General Fund Rainy
Day Account; to provide
for the replenishment of
the General Fund Rainy
Day Account and the
Education Trust Fund
Rainy Day Account.
Proposed by Act 2003-
78.

Yes () No ()

Your gift to
ACPP differs
from our grant
funding. We cant
use foundation
grants to urge
people to vote on
Sept. 9. (We can
use those funds
to provide objec-
tive analysis.)
Your gift can sup-
port our expanded
staff outreach this

summer.

What s on the
September 9 ballot?

On Sept. 9, Alabamians will cast a single
vote on Amendment One, Gov. Rileys plan
for tax reform and accountability. Instead of
voting on each measure, voters will decide for
or against the entire plan. Below are the major
features of the plan:

The accountability measures

Pass-through appropriations, commonly
called pass-through pork, will be illegal. Legisla-
tors can no longer stash extra funds in an
appropriation fora state agency and then later
ask the agency to write a check for their special
projects. Passage of this plan would make pass-
through pork a crime. The agency head who
writes the check would be charged witha
misdemean or.

The legislature will be required to repay the
Education Trust Fund Rainy Day Account and
the General Fund Rainy Day Account starting
in the fiscal year after a withdrawal from either
account. Each year 20 percent of the original
amount withdrawn must be repaid with interest
until the funds are replenished.

Health insurance reforms will shift part of the
cost of state employees , teachers, and state
retirees health insurance from the taxpayer to
the employees and retirees. Contributions will
increase gradually, and only increase when
beneficiaries get across-the-board raises or cost-
of-living increases. There are protections to ease
the cost foremployees living below 200% of
the poverty level. Costs to beneficiaries will be
capped when contributions reach the South-
eastern average.

The School Fiscal Management and
Responsibility Act requires every school dis-
trict to have a chief education financial officer
and auditors. Districts must also adopt fiscal
management policies, produce reports, and
create a plan to establish and maintain a reserve
of at least one month s operating expenses.
There will be penalties for providing inaccurate
financia information. The State Superintendent
of Education will have instant computerized
access to the financial records of every district.

A college scholarship plan will cover public
college and university tuition costs for Alabama
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students who meetacademic, residency, and
admission qualifications.

An incentive program for teachers in under-
served areas or subject matters will provide a
one-time hiring bonus for such teachers. A
scholarship and loan forgiveness program pro-
vides an additional incentive for students who
are in an approved teacher education program
and are willing to fill the need in an underserved
area or subject matter for three years.

Revisions will be enacted in the foundation
program (the state s K-12 education structure)
when funding becomes available: The instruc-
tional year will increase from 175 to 180 days
(the national average), growing by one day per
year through fiscal year 2008; pupil-teacher
ratios and other instructional supportunit ratios
will conform to the most current standards set
by the Southem Association of Colleges and
Schools; and the funding formula for principals
salaries will be improved.

The revised Teacher Tenure Law will
streamline the dispute and appeal process for
teachers and allow them to have contract
cancellation, transfers and suspension disputes
mediated by a hearing officer appointed by the
United States Federal Mediation and Concili-
ation Service. The state will bear the cost of
court reporters and hearing officers.

The revised Fair Dismissal Act will stream-
line the dispute and appeal process for employ-
ees of local boards of education, two-year
colleges, the Alabama Institute for the Deaf and
Blind, and non-merit employees of the Alabama
Department of Youth Services. These
employees will be protected by the same appeal
and dispute process available to teachers.

The Administrator Accountability Act will
allow administrators to become contract
administrators and receive a one-time payment
of $5,000 to give up tenure.

The new fund

The Alabama Excellence Initiative Fund
will receive the new revenue generated from
the tax changes. This unearmarked money can
fund priority programs. However, over half of
state revenue will still be earmarked.

[continued on Page 4]
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Resources

For more detasl on
the tax redrm and
accountabity plan,
see these Arise fact
sheets, available at
arisecitizens.or@r by
mail from Arise Citi-
zens Policy Project,
(334) 832-9060.

Accountability
Measures are
Cornerstone of Plan

Riley s Plan for
Increased Health
Insurance Premiums

Alabamas Proposed
College Tuition
Scholarip Pragram

HB 19: Income Tax

Alabama Property
Tax

Also worth a look:
www.alavoices.org
www.abetterabama.
org
http:/parcasamford.
edu/taxes.htm

Resources for
faith communities

Arise has a new
lesson pan based on
James 2 ad its
implications for Ala-
bamas tax gstem.

It s on our website.

Greater Birming-
ham Ministries has
a series of 5 lessons
three interfalt and
two Christan at
www.gbm.org. Each
lesson an stand on
its own, ® you can
pick and choos. For
a printed cpy, call
(205) 626-6821. he
first copy is free.

Tax reform measures: Individuals

Changes to the state s personal income
tax will leave 67% of filers paying less or the
same. Increases in the personal exemption,
standard deduction and dependent deduction
will raise the income tax threshold for a family
of four from $4,600 to $16,630 next year.
Over four years, the threshold will rise to
$20,000 because these exemptions and deduc-
tions are tied to the federal income tax.

The state portion of the property tax will
change during a four-year phase-in. Owners
of homes valued at $80,000 (the state average)
will pay $2 a month more next year and $7 a
month more by 2007. Owners of homes
valued at $50,000 will pay less than they pay
now, thanks to a $50,000 homestead
exemption.

On average, farmland and timberland
owners now pay about $1.25 per acre in
property taxes. Under this plan, the average
will increase to around $2.50 per acre, still
below Georgia and Mississippi. The new
farmstead exemption makes the first 200
acres of farmland exempt from state property
taxes if the taxpayer lives on the land.

Passenger vehicles, now taxed on 15 per-
cent of value, will be taxed on 100 percent at
the end of four years. The state tax on a
$20,000 car will rise from $19.50 to $70.

Sales and use tax changesinclude an
increase in the state rental and leasing tax on
cars from 1.5% to 3%; an increase in the sales
and use tax on motor vehides from 2% to
2.5%; a 4% sales and use tax for installation
and repair services on tangible personal
property and warranty service contracts (does
not apply to house repairs); an increase in the
casual sales and use tax on motorboats from
2% to 2.5%; and a provision to allow counties
with a sales and use tax to expand their base
to include the newly taxable items.

Changes in utility taxes will be revenue-
neutral. For years, municipal utility
customers have paid less on the state tax
portion of their utility bill than other utility
customers pay. After changes in the utility
gross receipts tax, most customers of electric
cooperatives, Alabama Power Company and
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other corporate utilities will get a reduction
from 6.2 percent to 5.75 percent on the state
tax portion of their utility bill. However, most
customers of municipal utilities will see an
increase from 4 percent to 5.75 percent.

The mortgage recording tax will increase
from 15 cents to 30 cents per $100 and the
deed recording tax will grow from 50 cents to
$1.00 per $500. These rates haven t been
raised since 1935, and the new rates are still
below the regional average.

The cigarette tax will increase from 16.5
cents to 31 cents per pack of cigarettes. The
tax on other tobacco products will double. To
keep the tax increases at or below the regional
average, local governments are prohibited
from increasing local cigarette taxes once this
bill becomes law.

Tax reform measures: Business

The effective corporate income tax rate
will increase from 4.2% to 6%. Projected
revenue increase is $46 million.

The local property tax assessment ratio
for businesses will increase from 20% to
22%. Businesses also get an increase on the
state portion of their property tax. The
assessment ratio will rise over four years to
100 percent; the millage rate drops from 6.5
to 3.5.

Banks will pay $19.7 million more after the
rate of the financial institutions excise tax
drops from 6.5% to 6% and banks deduction
for federal income taxes paid is repealed.
Financial institutions will no longer have a
maximum business privilege tax of $3 million;
they will have the same $15,000 cap as other
corporations.

Changes in the insurance premium tax
will bring in $5.2 million more. The changes
will limit the amount by which a property or
casualty insurer may reduce its premium tax
rate based on credits for real estate invest-
ments in Alabama and the number of full-
time employees and offices in the state. The
resulting rate may be no less than 2 percent.
Karen Brown
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