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Tipping the balance

Finance plans end property tax reliance

By TIM Ricnanp
STAFF WHITEN

Whatever voters decide Tues.
dny, Michigan this year will see a
massive teansfer of school fund.
ing responsibility from local dis-
tricts to the state,

Both Praposal A on the Inflot
and the statutory plan B shift the
$10 hillion hurden off loeul schon]
districts to the state scheo) aid
fund.

“School Lhoards will Te out of
the millage hmdncmi and back
into educating,” snill Gov, John
Engler, with a slight exaggeration.
Districts that had been spending
more than $6,500 per pupil will he
allowed to levy “hold-harmless®
property taxes to maintain their
degree of comfurt. Others, under
limited circumstances, con nsk
voters for “enhancement™ maney,

The tug-of-war started last July
when the state  Legisloture
abruptly vated to repeal all prop-
erty taxes for school operations.
After five months of preaching,
posturing and  negotinting,
Inwmakers came up with twu
plans for replacement money.

Hoth involve relnstating part of
the property tox, hut with a differ-
ence: The money will go into the
state schoa! aid fund rather thon
into local treasuries. In time, eve.
ry public school child will be
worth at least $5,000 in aid to his
or her district and, fur many sub-
urban districts, up to $6,500.

State-funding will be the most
ve change in school funding
story. The chonges will e
even bigger than the 1964 income
tax and the 1930 sales tax.

Proposal A

Proposal A must go before vot-
ers because it involvex amendiog
the Michigan Constitution. It
waould:
W Raise the soles tax from 4 per-
cent to 6 percent and dedicnte
new revenue to the school aid
fund, where it would be constitu-
tionally protected from the Legis-
lature.
W Limit assessment growth to 5
percent or the rate of inflation,
whidlz-vcr is less. (When a prop-

y I8 sold, it would he reas-

nunm.-d to half the market vulul.'

pul longdenn wlvantage™
selionl  finnnee

ANALYSIS

of the
reform

puety taxes of six mills
wincipal residences and 24
s on oll other property —
Dusiness  amil second
. tMany southern Qokland
jcts = Bloomfield 1ills, Bir-
PArrY hiield
el y -

mainly
hon

Sccontl higgeat source of anti-A
moncy is the Michigan Education
Assaciation, the teachers union in
monst <Hatricts outside Detroit.
Qther labor unions also oppose A,
So does the Michigan Municipal
League, an esseciation of cities
und villnges which fears its state
il will be cut by the constitu-
tional amendment.

‘I-‘mrness issue

would sve no cuts from the eur-
e hieeanse of the “hold-
s LIKER.)
re o three-fourths vete in
slure to riise these
¥ tox rutes,
| T'rigger ather tnx laws = n O,
pereent WX on renl estate (e
fees, 1 H-c
the vigarette tax, 2 pereent more
on imterstute aml interautional
telephone culls, mml so on, It
would cut the presonal income tox
Trvan the current 4.0 cent to 4.4
pereent. It odso would keep the
single business wx (SB1) at 2.5
;'u(l of wising it, as

Yt}

Chiel chamypions have leen En-
gler, chambuers of commeree, man-
he renl estate indus.

try, the |
townships axxacintion.

Backup plan

The stntutory plin — also
calledd the “hackup plan” or plon
13 - requires no vote of the pen.
ph- beeause it was enacted by the
Legisloture. No r upproval is
needed, ll Proposul A loses, plan

the personal income tax
reent. The per-person ex-
b however, would  be
n $2100 10 $3,000,
property tuxes of 12 mills
on principml residenves (double
the rate upder Praposal A) and 24
on all other property (same ng
Proposal A).
ml B

e8s tax to

LT pe parette tax
by only 15 vents o 1nuk The real
estate transfer tax woull go to
0.75 prercent.

Mest Demovratic gubernatorinl
enrulidimes favor plan B, Tobacco
cotnp s are fading the anti-A

This [}l “'an in

to be popular in suburban aml
takefront arens with rising resi-
dentin]l values. A caller to t
newspaper insists it's “the prinei-

lecunse (huy fear
neighboring stutes will raise their
cigarette taxes by huge amounts if
Michigan's Proposal A is adept-
al,
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les of A say the sales tax
rnlh( unfairly on lower income

nal filing deadline was March 1.
It has been pushed back to May 1.
H Real eatate transfer tax — orig-
inally it was 2 percent under Pro-
posal A heginning dan. 1 and 1
percent under plon B beginning
this May 1. The Legislature In
February cut the rate to 0.75 per.
cent for both, but with one differ-
ence:

Under Proposal A, the rate will
continue to be 2 percent from Jan.
1 to about April §, 1995, Renson:
Democrats withheld votes to give

groups biecause it taxes

tion. Income taxes fall on both

l:nnuum[mnn and savings nnd hlr.
families rel

harder.
Enemies say Michigan would

luse money to Washington under -

l’rn)mml A hecouse the sales tax
is not a deduction under the fed-
eral income tax while the state in-
come tax is deductible,

Engler calls the income tax “a
jub killer” because it falls on sav.
ings and investment, discouraging
business expansion, He notex the
U.S. har the tawest zate of person-
al savings in the industrial world
hecnuse of its heavy taxes on in-
come and capital gains,

Engler calls the deductibility
argument irrelevant becouse two-
thirds of Michigoniana don't
itemize their deductions anyway,
And he notes that groceries and
prescription drugs are  exempt
fram the sales tax, casing the bur-
dun on low-income folks.

Backers of A nlso soy the in-
come tax is unfair because MEA
pensions, and the pensions of
ather governmental  employees,
are exempt from income taxes.

Late issues

Since the reform plan waos
adopted Christmas Eve, lawmok-
ers of both parties have sought to
change the bills, with Republi-
cans the most successful, Items:
o Homestead offidavits — origi-

thelewi effect, d

the cut until 90 days after the
Legislature adjouens.

W Farm tax — as written, farm
homes and contiguous tand are
toxable at the lower homestead
rate. The Farm Bureau and En-
gler want all farmland taxed at
the lower rate.

M Auto tax — as written, the
sales tax applies to the purchase
price of an automohile, Dealers
want it applied anly to the differ-
ence between the purchare price
and the trade-in price.

File if you haven’t

Homeawners who still haven'’t
received a  homestead  affidavit
form to apply for the lower tax rate
have until May 1 to file them. The
form  requires anly your PIN
(property identification number)
from your lax bill or assessment
notice, your social security num-
ber and signature. Forms are free
from your local city ar township
assessor.

Thin newspaper will send you a
form for o $4.95 service charge.
Call toll-free at 1-800-887-6904
from anywhere in the U.S. and
ask for Hem 0301, Have your
Visa or Mastercard charge card
ready.

You moy choose delivery by (1}
Fax (give complete number with
area code), (2} mail (give complete
mailing address with ZIP code) or
()] I-‘cd)cral Express overnight
(add $20;
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