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{981 PROPERTY TAX CUT BALLOT PROPOSAL

PROGRAM OBJECTIVES

Visibility

Fiscal Equity

Balanced Tax Structure

. Uniformity of Assessments

Increased Property Tax Relief
State and Local Spending Cuts
Simpliclty

Public Accountabllity

Stower Property Tax Growth
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BALLOT PROPOSAL

|. 50 Percent Homestead Property Tax Cut (directly off tax bill)

-~ Operating millage only
- $1,400 maximum, indexed

2. Property Tax Growth Capped at 6‘Percen# Annually
3. 50 Percent Cut In Local Income Taxes '

-~ $100 maximum per each one-hal f percent rate
4. Revised Property Tax Credit Program '

-~ Relief 1f property taxes exceed 2.5 percent of lncome
-~ Special low Income provislons for all taxpayers

Voter Approval for Property Tax Millage Increases
6. $250 Milllon Cut In State Spending
| 1/2 Cent Increase In Sales Tax
-~ Constitutlonal amendment
Allow Assessment of Farm Property by !ts Use Value
Earmark Lottery Revenue for Educatlon '
-- Dedlcate to School Ald Fund

FISCAL IMPACT SUMMARY

(miltiions) _ _ ;
$ 1,200* 50 Percent Property Tax Cut
| 20%* 50 Percent Local Income Tax Cut
115 Increased Property Tax Credits
$ 1,415, . 0usseneenssncsssess INCREASED PROPERTY TAX RELIEF
- 800 I 1/2 Cent Sales/Use Tax
- 385 Reduced Property Tax Credits

$  250u.4.v0esc0esses-sssss NET REDUCTION IN STATE REVENUE

*  Could be reduced by up fo $50 miillon due to the 6 percent revenue growth cap;
however, this amount may be offset by Increased m!ttlage rates.

¥* Assumes | percent Increase in clty Income tax rafes in Detroit and other cities
experiencing fiscal difficulties.
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A COMPARISON OF PROPOSAL A AND SJR "G'" (TISCH 1HH*

PROPOSAL A

Proposal A would cut property taxes, in-
crease the sales tax and |imit the growth
of future property tax revenue for sup-
port of schools and other local public
services. '

TAX RELIEF

50 percent Homestead Property Tax Cut,
$1,400 maximum, Indexed. ‘

50 percent reduction In local - income
taxes. T o

Revised Property Tax Cred!t Program.

TAX GROWTH LIMITATION

6 percent |Imit on annual growth of.
property tax revenue by class. Allows:
voter approval to Increase or walve the
| imitation.

SJR MG" (TISCH t11)

SJR "G" would roll back property tax assess-
ments from the current 50 percent of market
value to one-third and would requlire the
state to make up for revenue lost by local
unlts of government. The proposal provides
no shift to new taxes, which means that
both state and local units of government
would be required to operate with substan-
+1ally less revenue. In addition, the pro-
posal would |Imit the growth of local
government spending to two percent a year,
provide property tax rellef measures for
senlor cltlzens and restrict the Imposi-
t+lon of new taxas, :

-

' Reducéé'properfy tax assessment from the

maximum of 50 percent of true cash value
(TCV) to:

41 2/3 percent of 1980 TCV In 198l

33 |/3 percent of 1980 TCV In 1982

33 |/3 percent of TCV In 1983 and
thereafter. \

Exempts senlors (62 and alder) trom school
operating taxes. - ‘

Rolls back mills so that property taxes

- eannot Increase more than 2 percent.

Allows voter approval to restore millage.

STATE RE IMBURSEMENT TO LOCAL UNITS OF GOVERNMENT

100 percent of revenues lost as a result
of the property tax and clty Income tax
rebates. ' »

REVENUE REPLACEMENT

Raises sales tax from 4¢ to 5 1/2¢ on
the dollar. Net reduction In state reve-
nue Is approximately $250 million.

100 percent reimbursement for revenues lost
due to reductlon In percentage of true

cash value and for senlor cltlizens school
tax exemption. B ‘

No replacement revenue. Net reduction In
state revenue estimated at $2.7 billion.

(OVER)



Page Z - A Comparison of Proposal A and SJR

PROPOSAL A

EDUCAT IONAL FUNDING

Limits local revenue growth to 6 percent
by class. : ~

Has a dlsequallizing effect on the state
aid formula which would have fo be ad-
justed If Proposail A is adopted.

IN GENERAL

Proposal A itself does ndt cause cuts In
local revenue but |imits the amount of .
revenue growth that local units wére anti-
cipating and ¢an reallze. However, school
districts would lose revenue because of
declining enroliments and the current
method of computing the state ald formu-

la unless it is adjusted as Is anticipated

should Proposal A pass.

WHAT |IF PROPOSAL "A" 1S BEFEATED?

|AFos) § e ai PR i I
Ul disen :Zi.i-\'

SJR MG" (TISCH 111)

Limits local revenue growth to 2 percent.

Total state expenditures per pupi!l could
not be reduced below 1978-79 level, con-"
temporized annually.

it is estimated that SJR "G" would result
in a loss to state government of approxi-
mately $2.7 biilion a year. Such a dras-
+ic cut in the state's budget will cause

- a severe reduction In services provided

by the state. Guarantees of full reim-
bursement to local units of government
for property tax losses should be viewed

" In light of the enormous reduction in

avallable state funds.

The threat of Tisch. lil Hés'legFSlafors so concerned (1982 elections in reapportioned
districts) that a more constructive plan has little, 1f anv, chance for legislative

consideration.

An alternative could well be if Proposal A is defeated on May 19

that the Legislature wiil interpret nonapproval to mean the tax cuts and budget reduc-
tions proposed are not great enough thus resulting in legislative action to provide
greater tax rellef out of existing state revenues to avoid the constitutional require-
ment of including a vote of people to Increase any state tax.

IN CONCLUSION. ..

Although there are some inherent problems with Proposal A, the ultimate question of
support or opposition revolves around speculations of future tax proposals and poli-

t+ical considerations such as:

-- |f this proposal s approved, will it diffuse support for Tisch so that any pro-

posal for November, 1982, can be defeated? .

~-- |f this proposal Is defeated, what are the pfospecfs for a more destructive pro-
posal, either prior 16 or for November, 19827

-- {f this proposal

can the forces be coalesced to defeat a Tisch proposal

is not approved, and no other intermediate action is enacted,

in November 19827 Addi-

t+ional considerations: Governor's race, U.S. Senate race (Riegle vs. ?7), Repre-
sentatives and Senators running in reapportioned districts, what will be the
perceived voters mood by candidates and what will really be the dominate mood of

the likely voters?

*GJR "G" was introduced by Senator Jack Welborn in hopes of obtaining leglsiative

approval to place a

Tisch proposal on the May 19 ballot.

Mr. Tisch is currently work-

ing on a new Tisch |1l proposal which we understand will surface prior to the May [9

special election.

Indications are the next Tisch amendment will have more severe

implications for local and state governments.
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SUMMARY OF RESULTS

Survey of Michigan Voters on May 19, 1981, Tax Plan
MARKET OPINION RESEARCH :
April, 198l

This oplnion survey Included as respondents 400 persons |8 years old or over who
are registered voters and who responded to the questionnalre. |t is important
to recognize that MOR Interviewers contacted households and sought opinlons on
the May |9 Tax Plan from whomever answered the telephone providing that person
was a registered voter. |t was not a survey of speclfic persons.

Therefore, the study sought opinions from sample Michligan households and has a
confidence level of 95 percent £ 5 percent. MOR also determined that 262 of the
400 respondents were "most |lkely" voters and tabulated responses of these persons.
""Most |lkely voter'" data has a confidence level of 95 percent 7 percent.

When asked how often they had voted in the past few years in all elections, Includ-
ing school, local and primary elections, 33.75 percent of all respondents sald "all of
them" while 31.75 percenT of "most like!y" resgondenfs said They had‘vofed in every.
election.

Overall, there Is |ittle variance between all respondenfs and "mos+ likely'" voters;
49.6,percen+ of the "most |lkely" indicated approval of the tax plan (19 percent
not sure, need more information), while 5! percent of all respondents favored the
plan with anofhervl7 percen+ reserving judgmenT unTil They have more lnformaTion.

Most valuable for M.A.S.A.-M.A.S.B. member Information is a summary of Information
from the "most |ikely" vaoters. That summary follows

~- 70 percent are 35 years old or older wlfh the haaviesf concen#raflon in
the 35 to 35 age range ; ;

-- 86 percent have at least a high school education *

-- 33 percenT belong to a labor union

-~ 82 percenf are homeowners S

-~ 68 percent have a family ihcome of at |easf $20,000

-~ 47 percent have children age 17 or younger; 35 percent have chlldren
in public school

-- 86 percent are white, 12.6 percent black and 1.4 percent other

-- 81 percent know that this election has been scheduled
Before being asked to answer any survey questions, all»respondents were read five
changes that would occur If the proposal Is approved: (l) reducing property taxes;
(2) cutting city income taxes; (3) Increasing the state sales tax; (4) reducing

state government spending, and (5) capping at 6 percent growth in local government
spending, Including schools.

When asked "if the speciat'elecfion were today, how would you vote on this tax
plan," 51 percent of the respondents sald they would vote "yes," 25 percent would

 (OVER)



Page 2 - Summary of Results - Survey of Michlgan Voters on May 19, 1981, Tax Plan,
Market Opinion Research, Aprii, 198i

vote "no." Twenty-four (24) percent sald. they were not sure, |7 percent said They
needed more information to answer, 3 percent didn't know how they wouid vote and
4 percent would not vote on the plan.

When asked 1f they approved of the proposed tax changes, item by item, respondents
favored all changes but by varying margins: reducing property taxes - 70 percent;
cutting city Income taxes ~ 53 percent; Increasing sales tax - 53 percent: reduclng
state government spending =« 58 percent and |Imiting local budgets « 55 percent.

Seventy-eight (78) percent of the respondéﬁfs had heard that there will be a
special election on May.19 to vote of-'a:plan to change taxes. . Thirty-six (36)
percent of thé respondents sald they had voted for the Tiseh proposal |ast November.

The sample. of reglstered voters were also asked 1f they would vote "yes" or "no"
on the plan if they learned that certalin cutbacks would result. Only 37 percent
would vote "yes" 1f state school ald were cut, 38 percent 1f support for higher
education. was reduced, and 28 percent If mental health services were affected..
If their family would save money under. this plan, 76 percent would vote to approve
i+; however, 1f they learned that their federal income taxes would increase, only
31 percent wouid vote "yes." : .. i oL '
The survey also Inciuded this question: . "When }tssues are on.the baliot in an ejec-
tion campaign, do you.find you generaliily-agree or generally disagree with the opin-
fons or stands of these persons?" Several were |listed including the Governor,
Legisiature,’ Robert . .Tisch, major and local:newspapers, local government officials
and schoo! boards. I R R :

Highest marks went to "your local school board" with 50 percent saying they gener-
ally agreed with its opinions on ballot issues, with Governor MIlliken next at
45 percent and issues on which the Governor and Legislature agree at 46 percent.
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PROPOSED PAYMENT SCHEDULE FOR SCHOOL AID AND
HOMESTEAD PROPERTY TAX REIMBURSEMENT

SCHOOL AID PAYMENTS

Beginning October, 1981, through June, 1982

1/9 (87 percert) of state aid entitlement payable on the 20th of every

month; districts will receive two payments in December and none in
January.

Beginning July, i982 & Thereafter

6 1/2 percent of state aid entitlement in July (one-half of normal August payment).
6 1/2 percent of state aid entitliement In August.
No payment In September.

I/9 of 87 percent on the 20th of every month; districts will receive a double
payment in December and none in January.

Homestead Proper 'y Tax Reimbursement under Proposal A

Monthly payme ts beginning August 20 through December 20 on summer taxes and
January 20 th-ough June 20 on winter taxes. State will pay | percent monthly
Interest on uireimbursed balance beginning October 20 on summer taxes and
March 20 on winter taxes. Each clty and township treasurer will distribute
+he relmbursements to schools on the first normal business day of the month
following recaipt of the relmbursement for the state.



PROPOSED PAYMENT SCHEDULE

HOMESTEAD PROPERTY

1981 _TAX_REIMBURSEMENT SCHOOL AID
Present Payment Schedule
Generally Ist of Month;
Summer Winter Proposed Payment Sched-
Taxes Taxes _ule, 20th of Month
Pres. Prop. | Pres. Prop, ’ Pres. Prop.
July
|
Aug. 75.0 (160.7) 160.7
Sept. 75.0
Oct. (450.0) 100.0 (274.5) 125,12 (9.66%)
| 209 \19.3%
| /
Nov. 100.0 | - 125.12 (9.66%)
Dec. . 100.0 (259.6) 250.24 (19.3%)
199
1982
Jan, ! 125.0
Feb. 125.0 (213.6) 125.12 (9.66%)
179 19.3%
Mar. (750.0) 125.0 125,12 (9.66%)
April 125.0 (199.5) 125.12 (9.66%) »
16% :>|9.3
May 1250 125.12 (9.66%)
June 125.0 | (186.4)  125.12 (9.66%)
15%
July , 84.13 (6.5%)
Aug. 75.0 | (160.7) 84.13 (6.5%)
13%
Sept. 75.0
NOTE: |/9 of 87 percent = 9.66 Percent



PROPOSED TREATMENT OF "NEW CONSTRUCT ION"

. Calculate percentage of tax reduction excluding value of new construction.
: 1980 SEV x .06
1981 SEV ~ New Construction

% Reduction = | =

2. Apply reduction to all property including new consttuction. Rationale: While
the revenue on new construction is reduced by the percentage reduction on other
property, it maintains uniform treatment between old and new property. This is
consistent with the way the Headlee rollback is calculated and applied.

-

EXAMPLE

1980 SEV (Residential Class) = $100 million
1981 SEV (Residential Class) = $116 milllion
1981 SEV on New Construction = $2 million

1981 SEV Excluding New Construction = $114 million
1980 Millage Rate = 20 mills
_ 1980 SEV x 1.06

1981 SEV - New Construction

- 100 x 1.06
16 - 2
106

= | e em—

B

1981 Exemption

i
i

.9298 = 1981 Tax Limitation Fraction

= 7.02 Percent Exemption (appilied unffbrmly to all pfeées of property
within the class prior to the 50 percent
‘tax credit.)

1
L]

1980 Property Tax Revenue = 20 miils x $100 million = $2 million on existing property

20mills x $114 million x .9298 = $2.12 mlllion--a 6 per-

L]

198] Property Tax Revenue
cent Increase

20 mills x $2 million x .9298 = $37,192 on New Construction

1981 Property Tax Revenue

1981 Total Property Tax Revenue = $2,120,000 + $37,192 = $2,157,192.00



THE SCHOOL AID FORMULA AND PROPOSAL A

Because the school aid formula Section 21(1) is based upon SEV and millage and because
Proposal A limits local revenue without rolling back elther SEV or millage, the
proposal has a disequalizing effect on how the school aid formula Is calculated as
shown in the example below:

1980-81

SEV/pp = $40,000 T > State Average
Millage Levy = 307
Formula = $357 + $46.24
Guarantee for this district at 30 mills = $1,744.20
$1,744.20 Guarantee
) $1,200.00 Local
$ 544.20 State Aid

1981-82

SEV/pp = $48,000 (20 percent SEV increase)

Mitlage levy = 30

Anticipated Formula = $360 + $50.55

Guarantee for this district at 30 mills = $1,876.50

Without Proposal A

$1,876.50 Guarantee
~ $1,440.00 Local

PR AL A Sy

$ 436.50 State Ald

With Proposal A and No Adjustment in the Formula

Actual Local Revenue
With 6 Percent Cap = $1,272.00 (106 percent of $1,200)

+ 436.50 (State Ald using Actual SEV & Mlllage Rate)
$1,708.50-a $15.70 less revenue per pupll than 1980-8|

As you can see, the formula is incorrectly Interpreting local effort. Should Pro-
posal A pass, It is the Legislature's infent fo "revisit" the formula immediately
affer the election to try and rectify the disequallizing effect It has on the formu-
la. This can be accomplished in one of two ways:

. Adjust the district's millage rate to an effective average millage reflecting the
amount of local revenue actually generated. This would reduce the state's cost
thereby necessitating an increase In the formula guarantee.

2. Adjust the district's SEV to reflect the amount of local revenue actually generated.
This would increase the state's cost which would most |ikely result in a lower
formula guarantee.



APPEIDIX



PROPOSAL A

PROPOSAL TO REDUCE PROPERTY TAXES, REDUCE CITY INCOME TAXES, LIMIT GROWTH
OF PROPERTY TAX REVENUES, RETURN ADDITIONAL SALES TAX TO LOCAL GOVERNMENTS
AND SCHOOLS AND GIVE STATE LOTTERY PROFITS TO SCHOOL AID FUND.

The proposed amendment would:

Reduce by 50 percent homestead property taxes used for operating schools
and local governments. Reductlion |Imited to $1,400.00 in 1981 and changed
yearly as home values change.

Reduce by 50 percent local individual income taxes on first $40,000 of
taxable income. ‘

Make state return +o local governments all funds lost by above reductions.

Limit yearly property tax revenue growth *o 6 percent by properfy type
unless raised by local voters.

Raise sales ftax from 4 percent to 5.5 percent. Ralse must be returned
to local jovernments and schools. '

Let farms and forests be assessed at use value.

Give state lottery profits to school ald fund.

Should this amendment be adopted?

YES

NO

[EEE——



Filed with the Secretary of State
March 19, 1981

STATE OF MICHIGAN
81ST LEGISLATURE
REGULAR SESSION OF 1981

Introduced by Reps. Thomas H. Brown, Roy Smith, Trim, Buth, Cropsey, Stacey, Van Singel, Hillegonds,
Willoughby, Welborn, Binsfeld, Dutko, Bennett, Sietsema, Bullard, Scott, Spaniola, Lincoln, Griffin,
McCollough, Fessler, Gnodtke, Ogonowski, Brotherton, Owen, Anderson, Fitzpatrick, Armbruster,
Mueller, Maynard, Ballantine, Dillingham, Cruce, Harrington and Mahalak
Rep. Vanek named co-sponsor '

ENROLLED HOUSE
JOINT RESOLUTION G

A JOINT RESOLUTION proposing amendments to section 41 of article 4 and sections 3, 8, 30, and 31
of article 9 of the state constitution of 1963, to provide for the deposit of net lottery revenues in the state
school aid fund; to provide for the allowance of basing the assessment of agricultural and forestry property
on its use as agricultural and forestry property; to provide for an exemption from collection of 50% of ad
valorem property taxes levied on a homestead for operating purposes, but not to exceed a maximum of not
less than $1,400.00, and for an exemption from collection of 50% of resident and nonresident local individual
income taxes, but not to exceed a maximum of not less than $100.00 for each 1/2% levy of local income
taxes; to provide for adjustment of the maximum ad valorem property tax exemptions; to provide for
reimbursement of local units for revenue not collectible because of these exemptions; to provide for the
imposition of an additional 1.5% sales and use taxes for the purpose of providing required local unit
reimbursement; to provide for certain adjustments to state revenue and expenditure limitations and to the
calculation of state spending paid to local units of government; to eliminate the required reduction in the
maximum authorized millage rate due to increases in the assessed valuation of property over the change in
the general price level; and to provide that a certain percentage of ad valorem property tax levy for
operating purposes be exempt from collection from each class of property; to require approval of a
majority of the qualified electors of the local unit thereon to increase the millage rate above the rate levied
in the previous year.

Resolved by the Senate and House of Representatives of the state of Michigan, That the following
amendments to section 41 of article 4 and sections 3, 8, 30, and 31 of article 9 of the state constitution of
1963, to provide for the deposit of net lottery revenues in the state school aid fund; to provide for the
allowance of basing the assessment of agricultural and forestry property on its use as agricultural and
forestry property; to provide for an exemption from collection of 50% of ad valorem property taxes levied
on a homestead for operating purposes, but not to exceed a maximum of not less than $1,400.00, and for an
exemption from collection of 50% of resident and nonresident local individual income taxes, but not to
exceed a maximum of not less than $100.00 for each 1/2% levy of local income taxes; to provide for
adjustment of the maximum ad valorem property tax exemptions; to provide for reimbursement of local
units for revenue not collectible because of these exemptions; to provide for the imposition of an additional -
1.5% sales and use taxes for the purpose of providing required local unit reimbursement; to provide for
certain adjustments to state revenue and expenditure limitations and to the calculation of state spending
paid to local units of government; to eliminate the required reduction in the maximum authorized millage
rate due to increases in the assessed valuation of property over the change in the general price level; and to
provide that a certain percentage of ad valorem property tax levy for operating purposes be exempt from

(4)



collection from each class of property; to require approval of a majority of the qualified electors of the
local unit voting thereon to increase the millage rate above the rate levied in the previous year, are
proposed, agreed to, and submitted to the people of the state: ‘

ARTICLE 4 |

Sec. 41. The legislature may authorize lotteries and permit the sale of ldttery tickets in the manner
provided by law. Net revenues received by the state from the operation of lotteries shall be deposited in the
state school aid fund. i

ARTICLE 9

Sec. 3. (1) The legislature shall provide for the uniform general ad valorem taxation of real and
tangible personal property not exempt by law. The legislature shall provide for the determination of true
cash value of such property; the proportion of true cash value at which such property shall be uniformly
assessed, which shall not, after January 1, 1966, exceed 50%, and for a system of equalization of assessments.
For purposes of assessing agricultural and forestry property, true cash value may be based, as provided by
law, on its use as agricultural and forestry property. .

Effective for taxes levied after December 31, 1980, 50% of the ad valorem property tax levy for operating
purposes but not to exceed a maximum of not less than $1,400.00, as this maximum shall be adjusted in
accordance with this section, shall be exempt from collection on the homestead of an individual who is a
resident of this state. This exemption shall be applied after the exemption provided in section 31 of this
article is applied. Effective for the 1981 tax year and each tax year thereafter, 50% of the resident and
nonresident local individual income taxes shall be exempt from collection. However, the legislature shall
establish a maximum amount of local individual income taxes which shall be exempt from collection which
maximum shall not be less than $100.00 for each 1/2% levy of local income taxes. The maximum amount of
ad valorem property taxes that may be exempt from collection under this section shall be adjusted annually
for ad valorem property tax levies in the 1982 calendar year and for ad valorem property tax levies in each
calendar year thereafter pursuant to law by the same percentage as the percentage increase or decrease in
the state equalized value of residential and agricultural real property in this state, excluding new
construction and improvements. The legislature may provide for alternative means of taxation of designated
real and tangible personal property in lieu of general ad valorem tuxation. Every tax other than the general
ad valorem property tax shall be uniform upon the class or classes on which it operates.

(2) The state shall reimburse units of local government in the manner provided by law for not less than
100% of the revenues not collectible for ad valorem property tax levies in 1981 and each year thereafter
because of the exemption from collection of ad valoremn taxes for operating purposes on the homestead of a
resident of this state as provided by this section. The legislature shall reimburse a unit of local government
for 100% of the amount of revenues not collectible by a unit of local government because of the exemption
for local income taxes provided in this section. Reimbursements for the exemptions provided in this section
which are returned to units of local government shall be excluded from computations to determine the
proportion of total state spending paid to all units of local government as annually required by section 30 of
this article. Reimbursements to units of local government for the exemptions provided in this section shall
not be considered a transfer of responsibility for funding a program as defined in section 26 of this article.
An amount equal to the payments made to units of local government for reimbursement of the exemptions
provided in this section shall be excluded from the annual determination of total state revenues for purposes
of section 26 of this article, and shall not be considered an expense of state government for purposes of
section 28 of this article.

Sec. 8. Except as provided in this section, the Legislature shall not impose a sales tax on retailers at a
rate of more than 4% of their gross taxable sales of tangible personal property.

Beginning July 1, 1981, the Legislature shall impose additional sales and use taxes at a rate of 1.5% on the
sale or use of tangible personal property, the revenue from which shall be used exclusively for purposes -
of reimbursing units of local government for the revenues not collectible because of the exemptions
provided in section 3 of this article. The revenue from this additional sales tax shall not be included within
the allocation made pursuant to sections 10 and 11 of this article.

No sales tax or use tax shall be charged or collected from and after January 1, 1975 on the sale or use of
prescription drugs for human use, or on the sale or use of food for human consumption except in the case of
prepared food intended for immediate consumption as defined by law. :

This provision shall not apply to alcoholic beverages. '

To compensate units of government other than the state for loss of revenue resulting from repeal of the
sales tax on food and prescription drugs, each present allocation of sales tax revenue to such units shall be
increased by one fifth.
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Sec. 30. The proportion of total state spending paid to all units of Local Government, taken as a group,
shall not be reduced below that proportion in effect in fiscal year 1978-79. As used in this section, total state
spending shall not include transfers to or from a counter-cyclical budget and economic stabilization fund
created pursuant to law.

Sec. 31. Units of Local Government are hereby prohibited from levying any tax not authorized by law
or charter when this section is ratified or from increasing the rate of an existing tax above that rate
authorized by law or charter when this section is ratified, without the approval of a majority of the
qualified electors of that unit of Local Government voting thereon. If the definition of the base of an
existing tax is broadened, the maximum authorized rate of taxation on the new base in each unit of Local
Government shall be reduced to yield the same estimated gross revenue as on the prior base.

Effective for taxes levied after December 31, 1980, a percentage of the ad valorem property tax levy for
operating purposes shall be exempt from collection on each class of property. The percentage exemption
shall be separately calculated and applied for the levy of each unit of Local Government on each class of
property, but shull not apply to revenue generated by the class of property from the levy of an increased
number of mills over the millage rate levied by the unit of Local Government in the previous year. This
exemption shall limit the annual increase in revenues generated from ad valorem property tax levies by the
unit of Local Government on the class of property of the unit of Local Government, excluding new
construction and improvement, to 6%, as if the current year’s millage rate, excluding the increased number
of mills over the millage rate levied in the previous year, had been levied in the previous year. A millage
rate shall not be increased above the rate levied in the previous year without approval of a majority of the
qualified electors of the unit of Local Government voting thereon. The 6% limit may be increased or waived
by approval of a majority of the qualified electors of the unit of Local Government voting thereon.

The limitations of this section shall not apply to taxes imposed for the payment of principal and interest
on bonds or other evidence of indebtedness or for the payment of assessments or contract obligations in
anticipation of which bonds are issued which were authorized prior to December 23, 1978.

Resolved further, That the foregoing amendments shall be submitted to the people of the state at a
special statewide election on May 19, 1981 which shall be held in the manner provided by law.

I hereby certify that on the seventeenth day of March, nineteen hundred eighty-one, the foregaing joint
resolution was agreed to by the House of Representatives, by a two-thirds vote of all the Representatives-
elect.

Clerk of the House of Representatives.

I hereby certify that on the eighteenth day of March, nineteen hundred eighty-one, the foregoing joint
resolution was agreed to by the Senate, by a two-thirds vote of all the Senators-elect.

Secretary of the Senate.



IMPACT OF PROPOSAL A OW TAXES PAID BY VARIOUS HOMEOWNERS

Here are some examples of how the tax proposal would affect various selected home-
owners according to the calculations of the Department of Management and Budget.
The amount of sales taxes used in each example assumes average consumption for

an average family of three. Note the changes in the Circult Breaker credit are
due to the proposed replacement of the current Clrcuit Breaker which provides
credits for property taxes over 3.5 percent of income with a new system based

on a graduated income formula, up to 2.5 percent of income.

Column A: $10,000 income household payling $500 in property taxes with $450 of
that in operating taxes subject to the 50 percent cut.

Column B: $20,000 income farm household paying $2,000 in property taxes with
$1,800 of that in operating taxes.

Column C:  $35,000 income household paying $2,250 in property taxes with $2,025
of that in operating taxes. '

Cotumn D: §15,000 income senior cltizen household paying $750 in property taxes
with $675 of that in operating taxes.

Column E: $30,000 income household in Detroit paying $2,000 in property faxes
‘ with $1,800 of that In operating taxes and $600 in income faxes.

Column F: $50,000 income household paying $2,750 property taxes with $2,475 in
operating taxes. :

c b E E

A B
50 percent operating tax
cut $225 $900 $1,012 $337 $900 $1,237
Minus current credits ’ ‘ | |
under Circuit Breaker 90 780 615 225 570 __600

$135 $120 $ 397 $112 $330 $ 637

New Circult Breaker ) 360 218 38 210 158

New tax cut $150 $480 $ 615 $150 $540 $ 795 :
City income tax credit 0 0 0 0 300 ‘O

Sales tax increase 60 105 __150 83 143 __180

Net Benefit $ 90 $375 $ 465 § 67 $697 $ 615
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WHAT DOES IT no?

taxpayers by increasing homestead property tax relief credit benefgts.
It also restricts increases in Property tax revenue. A state credit
is also provided for half of City income taxes paid. ’

HOW MUCH PROPERTY TAX_RELIEF WILL A [OMEOWNER RECEIVE, ON AVER."—\GE?

Net property tax relief (after reduced credits) per household will amount

to about $425. Tax bills sent by the local treasurer in the summer and
winter will be reduced by 50 percent. The reduction will apply to all
operating Property taxes (that 1s, excluding the arount of property taxes
levied to pay for building and debt obligations). Operating taxes generally
amount to about 90 percent of the total property tax bill.

WHAT TS THE MAXIMA AMOUNT OF RELILF A HOMEOWNER MAY RECEIVE?

Property taxes will be reduced by no more than §1,400 in 1981. The AN LTI
W1ll increase every year as residential and agricultural property taxss in-
crease statewide to reflect inflationary increases,

ARE THERE ANY OTHER LIMI'TATIONS?

The 50 percent Property tax cut will apply only to a primary residential
homestead. A sccond home or resort property would not qualify for the
increased Property tax relief. Farmers may have the 50 percent reduction
apply to all famland property taxes if 8ross farm receipts exceed house-
hold income. Otherwise, the cut arplies to farmland adjucent and contiguous

to the homesteud if the owner lived there ten years or more, or the home-

stead and five acres of land if the owner lived on the farm property less
than ten ycars. '

HOW DOLS ONE APPLY FOR THE §0 PERCENT PROPERTY TAX CUT?

For 1951, local treasurers will provide with the property tax bill, an
alfidavit to taxpayers who wish to receive the tax cut. If qualified,
the taxnayer would return the signed affidavit with a reduced property
tax payrent. In future yecars the affidavit would he sent to the tax-
payer in February, to be returmned by mid-April, to have the tax bill
halved. Lending mmstitutions would return the affidavits directly to the
local treasurer for the taxpayer.



6.  HOW WILL CURRENT PROPERTY TAX RELIEF CREDITS BE TREATLD?:

Current, all senior citizens, renters, and other property taxpayers

arc eligible to reccive a property tax credit when the property tax

(or, for renters, imputed property tax) is high relative to total house-
hold income.* As property taxes increase, so does the property tax
credit bencfit. .

This ballot proposal would.provide relief if, after the 50 percent
property tax cut, property taxes cxceced 2 1/2 percent of income. Those
whose income is under $7,000 would receive eoven greater relief as shown

below.
If income is ~ Credit Base is Property Tax in Excess
of this Percent of Income
£ $5,000 | 0
>$5,000 - $6,000 : 1%
>$6,000 - $7,000 » - 2
>$7,000 | 21/2%

Senior citizens and the disabled would receive 100 percent of the credit
basc computed as shown above. Others would receive a credit of 60 percent
of the credit base.

This improved property tax relief formula will, in effect, provide greater

rclief to low income taxpayers and also increasc the number of taxpayers
eligible to participatc in the program.

7.  HOW WILL RENTERS BENEFIT?

Renters will rececive increased property tax rclief credits. Currently, a
renter is eligible to claim a credit if 17 percent of annual rent paid
exceeds 3 1/2 percent of income. The ballot proposal would change the

3 1/2 percent to 2 1/2 percent of income exceeding $7,000 as illustrated
above.

*NOTE:  General taxpayers may obtain a property tax relief credit equal to
60 percent of the amount by which their property taxes cxcaed 3 1/2
percent of their total household income. Senior citizen property
tax relief is cven greater. Additional information may be found
by referring to the state income tax forms/instruction booklet.



10.

11.

12,

HOW WILL LOCAL GOVERNMENT OPERATIONS BE MAINTAINED IF TAXES ARE CUT
50 PERCENT? ' o .

The state will reimburse local governments (including school districts)
the full amount of reduced property taxes. ‘

WHERE WILL THE STATE FIND THE FUNDS TO REIMBURSE LOCAL GOVERNMENTS?

More than half the property tax cut will be funded by increasing the
state sales tax rate from 4 percent to 5 1/2 percent. This increase
may be used only for property tax relicf. The balance will be funded
by a cut in state expenditures ($290 million in the first year) and the
reduced property tax credits due to the proposed property tax cut.

hHEN WILL LOCAL GOVERNMENTS RECEIVE THEIR REIMBURSEMENT?

Local treasurers will complete a statement indicating the amount of
property taxes foregone duc to the property tax cut-and send the state-
ment to the state. The state will reimburse the locals within 90 days
of when the taxes are duc. '

WHY INCREASE THE SALES TAX?

Many studies have shown that Michigan underutilizes its sales tax relative

‘to other states. To help balance the state tax structure more equitably,

while still providing significant property tax relief, statewide polls
indicate that the sales tax is the best possible revenue source to replace
reduced property taxes. Both the electorate and Legislature have rejected
all proposals to fund local governments with other tax sources such as
the income tax. No sales tax is paid on such essentials as housing, food
consuned at home, prescription drugs, and services. '

HOM MUCH INGREASED SALES TAX WILL A HOUSEHOLD PAY?

A household with a $20,000 income will pay about $105 a year in increased
sales taxes. A family carning $35,000 a year may pay up to $150 in addi-
tional sales taxes, but for both cases, the increased property tax relief
will be greater than the increased sales tax: The actual amount a family

would pay in incrcased sales taxes depends on its individual buying patterns.

.



15. 0w MUGI NET TAX RELIEF CAN A HOUSEHOLD EXPECT UNDER THIS PROGRAM?

rn
Q

The actual amount of net tax relief one rcceives is dependent on household
income level,. property tdx levy, and taxable purchases. A family with a
$20,000 income and a $1,500 total property tax bill would receive $870 in

~total property tax relief and pay :about $105 in increasecd sales tax,
thereby receiving a total tax relief of $§765.*

14.  WHAT DOES THE PROPOSAL DO_TO HELP KEEP PROPERTY TAXES LOWER?

The proposal requites that property tax revenue increase no greater than

6 percent a year. The growth restriction applics to each classification
of property by local unit of government. Individual properties may
actually be levied property taxes in excess of 6 percent over the prior
year. A reduction in property taxes required by this provision would be
in the form of a direct reduction in the property tax levy. (Millage rates
and assessment levels would not be altered.)

15.  WHAT DOES THE PROPOSAL DO ABOUT SCHOOI, PROPERTY TAXES?

All property taxes arc reduced Uniformly 50 percent. School districts will
be reinbursed directly for the full amount of the reduction in property
taxes.

. .

16, WHAT DOES T PROPOSAL £ 10 REDUCE OTHER LOCAL TAXES?

A 50 percent cut in local income taxes is provided through a credit against
the taxpayer's city income tax liability. This 50 percent cut supersede;

~ the current city income tax credit. The local income tax credit may be p
to $100 for every half percent levied.

17.  1OW DOES THIS PROPOSAL AFFECT THE STATE SPENDING AND REVENUE LIMIT OF 19787

The state spending and revenue limit approved by the electorate in 1978
will not be affected by this proposal. The increase in sales tax collec-
tions and reduced payments of the existing property tax relief Credits
will not alter the lovel of revenues the state may raise.or level of
spending the state may incur. .

* Actual net tax relief would be $285 after adjusting out $480 which would have
been received under the current property tax relief program prior to the tax
cut. :



18.

19.

WHAT IS REQUIRED TO ENACT THIS PROPOSAL?

The State Legislature approved a rcsolution putting this proposal on the
May 19, 1981 Michigan ballot. To be in cffect by sumer, the electorate
must approve the measurec in May. If approved by the electorate, property
taxes will be reduced beginning this sumier. A constitutional amendment
is required to change the sales tax rate; the amendment would guarantee
property tax relief. The increase would take effect July 3. :

WHAT ARE TTE.OEIECTIVES OF THIS PLAN?

There are a number of objectives that this reasoned program is intended
to address, including the need for: ~ : '

a. increased property tax relief;

b. slower'growth in property tax revenue,

C. a simple-to-understand program;

d. a visible form of property tax relief;

e. reduction in state and local expenditures;

f. -maintaining uniformity of‘property assessments;

g. fairness in property tax levies among taxpayers; and

h. an overall balanced state and local tax structure.

HOW IS THIS PROGRAM BETTER THAN ANY OTHERS?

The 1981 Property Tax Cut Ballot Proposal differs from all others in that

it directly addresscs the objectives taxpayers have asked for. It does not
harm the fiscal structurc of state or -local government but still reduces
overall expenditures while providing significant levels of property tax relief.
It puts a check on local govermment's increasing property taxes and it provides
property tax relicf up front -- right off the tax bill.



IN SUMMARY

The 1981 Property Tax Cut Ballot Proposal provides $1.2 billion of direct
property tax relief for the primary homesteads of all property owners. After
the tax cut, $160 million of property tax relief credit payments will still be

aid to renters and residential property owners, supplemented by approximately
glls million in increased benefits duc to provisions of a more generous program.
City income taxes will also be reduced by $100 million. In total, the Tax Cut
Proposal provides approximately $1.415 billion of overall tax relief directly
to the taxpayers. In all, the property tax cuts amount to half of total
residential and farm property taxes.

A portion of the total tax cut will be offset with $800 million in sales and
use taxes by increasing the rate from 4 percent to S 1/2 percent. The property
tax cuts will reduce payments from the existing homestead property tax relief
program by about $375 million and this savings will also be used to help
finance the program. The balance of $240 million will be provided by reductions
in state expenditures in fiscal year 1982.

For_additional information about thz property tax cut proposal, contact the
Off;cc of Rcvgnug and Tax Analysis, Department of Management and Budget,
ngls gass Building, P.O. Box 30026, Lansing, Michigan 48909, phone (517)
373-2697.
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SUBJECT: Analysis of HJR G (as approved‘by the Legislature, March
19, 1981).
DATE: March 20, 1981

The following is an analysis of the property tax
relief constitutional amendment HJR G approved by the Michigan
legislature, March 19, 1981. This constitutional amendment
will be placed before Michigan voters for their consideration
May 19, 1981. L

Article 4, Sec.. 41

The amendment to Sec. 41 requires that the net
revenues generated from the operation of the state lottery be
deposited in the state school aid fund. Currently, this revenue
is deposited in the general fund of the state. w

Article 9, Sec., 3

This section provides the basis for the tax relief ‘
contained in this proposal. The first amendment to this section
would allow the leglslature to assess agricultural and forest
property on its use value. The constitution currently requires
these lands to be assessed solely on their market value or true
cash value. - - ‘ - '

~ This section also provides tax relief to resident
homesteads and individuals who pay property taxes and city dincome
taxes. The property tax relief will take the form of a 50%



exemption, of the operating property taxes, on a homestead.

The reliei, which would be deducted directly from a taxpayers
property tax dill, 4is to be capped at a maximum of $1,400 per
household. 'The relief from the city income tax will be a 507%
reduction for 4ll individual resident or nonresident taxpayers.
This relief will Be capped at a maximum of $100 for each %7

of local fncome taxes levied. Therefore, the cap in 1% resident
income tax cities, such as Lansing, will be $200 and the maximum
amount of local fncome tax relief nonresidents &n all income tax
cities can receive is $100.

The state must reifmburse local units of govermment
for all the tax revenues foregone by the 50% property and city
income tax reductions., Any overall shortfalls of revenue under
this proposal must be absorbed entirely by the state budget.

Sec. 3 also contains new language that places the
new property and income tax relief outside the provisions of
Sections 26, 28 and 30 of Article 9 of the State Constitution.
The changes insure that this new tax relief will not disrupt
the balanced relationships between state and local government
revenues and expenditures, established in the "Tax Limitation
Amendment" of 1978.

Afticle 9, Sec. 8

The amendments proposed to this section provide the
funding mechanism for this tax relief proposal, T1If approved by
the state's voters, beginning July 1, 1981, the state sales and
use tax rates shall be increased from 4% to 5,5%Z, The revenue
generated from this tax increase will be used solely to provide
funding for the state reimbursement to local units of government
for the tax relief outlined in Section 3. The section also
states that this additional sales tax revenué shall not be subject
to the allocations outlined in Sections 10 and 11 of Article 9.
These allocations deal with local units of government and the
school aid fund. :

Article 9, Sec, 31

The amendments to this section are designed to limit
future increases in property tax levies. Currently, this section
of the constitution calls for millage reductions when the growth
in the total assessed valuation of an individual taxing unit exceeds
the rate of inflation. This so-called millage rollback provision
will be repealed under this proposal and replaced by a new property
tax growth limitation section.



The new language limits the growth in property tax
revenue from one year to the next, in each class of property,
in each local tax authority, to 6%. Therefore, if the growth
in property tax revenue from the regidential class of property
in a city increases by more than 6% in a year a reducing factor
will have to be applied to the property tax bill of all tax-
payers within that class. This reducing factor will take the
form of an accrass-the-board percentage reduction on the
tax bills of all property taxpayers in that class of property.
The end result will be a cap in growth in property tax revenue
for each class of property at 6%, _ S

Millage increases approved by voters in the current
year will not be subject to the 67 growth limitation. The
local unit will receive the full revenue yileld from that mill
in the first year of its approval. However, in the following years
that millage will be subject to the same 6% growth limitations
that apply to all other voted mills. S

Fiscal Implications

The following 1is an estiﬁate of ;he'fiscal impli-
cations of HJR G: _ o

Fiscal Year 1982 -
(in millions)

Tax Relief

Property Tax Cﬁta(SO%) 1 $1,200
City Income Tax Cut (50%) o170
Additional Circuit Breaker Relief? 116
TOTAL ‘ $1,486
Revenue

Sales & Use Tax (1.5%)° s 797
Circuit Breaker Savings o _ 375
City Income Tax Cgedits5 ‘ 23
Distressed Cities : ‘ 40
: $1,235

Tax Cut » | ,' o § 251
State Share ‘ S 251
Local Share : 0

Assumes an increase 1in Detroit'resident income tax rate to

4 i



4%, Flint 2%, Pontiac 2% and Muskegon 1Z%.

‘The existing homestead property tax credit would
be amended to provide $116 of additional property
tax relief to homeowners and renters by lowering
‘the 3.5% of household income ceiling to 2.5%.

Net of collection fee for retailers. The sales tax
exemption for retailers will be increased from the
current $50 to $100 effective October 1, 1981, and
to §150 effective October 1, 1982. In additiom, a
1/4% collection fee will be allowed, effective

- October 1, 1981, and will increase to 1/2% effective
October 1, 1982.  The maximum collection fee allowed
will be $10,000 per month.

The 50% property tax reduction will reduce the cost

of the existing homestead property tax credit saving
the state approximately $375 million of circuit breaker
payments. '

The existing state city income tax credit will be
repealed.

The $40 million in the 1982 fiscal year state budget
will be used to provide tax relief.
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Michigan voters will have an opportunity May 19 to vote on a constitutional amendment
which would cut property taxes, increase the sales tax, and limit the growth of future
property tax revenue for support of schools and other local public services. The pro-
posal was approved by the State Legislature March 19 and has the backing of the Governor.
If the voters approve the proposal, it will become effective July 4, 1981.

The following is a description of the property tax relief proposal and its impact on
K-12 education. This is the first of several reports before the statewide election on
May 19. At this point, the language for the constitutional amendment is set. However,
additional details to be included in companion legislation are still pending before the
. Legislature. :

Property Tax Relief

The proposal would reduce property taxes levied for operating purposes on the homesteads
of state residents by 50%, up to a $1,400 maximum. The relief would be deducted directly
from the individual's property tax bill. The $1,400 maximum would be indexed to inflation
to reflect the percentage increase or decrease in the SEV of residential and agricultural
property in the state excluding new construction and improvements.

In addition, the proposal grants a 50% city income tax credit to taxpayers capped at a
maximum of $100 for each 1/2 percent of local income taxes levied. It is intended that

this relief will be in the form of lower withholding rates.

Property Tax Growth Limitation

The amendment imposes a 6% limitation on annual growth on local property tax revenues.
The 6% limitation applies to each class of property separately, and can be exceeded

only by voter approval. The classes of property are agricultural, developmental,
residential, commercial, industrial, and timber cutover. The amount of revenue that
could be generated by a local unit of government on any class of property would be
limited to 106% of the amount which had been raised by the same levy on that class of
property in the previous year. This would be true no matter how much the state equalized
valuation of that class increases, excluding new construction and improvements. A gov-
ernmental unit which did not levy its maximum authorized millage as a result of a volun-
tary millage rollback or a millage rollback required by'the Tax Limitation Amendment

of 1978 would have to obtain voter approval to impose the higher millage rate.

A school district's net property tax revenue growth will depend upon the mix of the
classes of property in the district. For example, if residential property in the

district increases in value by 12% and commercial property increases by only 3%, while

the tax rate remains constant, the revenue limitation would affect only the residential
property tax. A reducing factor will be applied to the property tax bill of all taxpayers
within that class. This reducing factor will take the form of a percentage reduction in
the tax bills of all property taxpayers in that class of property. The end result will

be a cap on growth in property tax revenue for each class of property at 6% per year.



Millage increases approved by voters in the current year would not be subject to the

©% revenue growth limitation. The local unit will receive the full revenue yvield from
the additional millage in the first year of its approval. However, in the following
vears that millage will be subject to the same 6% growth limitaticn that applies to

©11 other voted mills. The 6% limit may be increased or weived by a majority vote of

‘he electors in a school district or other taxing unit. Millage renewals are not consid-
~red millage increases and wiil be subject to the 6% growth limitation. The revenue
qrowth limitation will affect the actual taxes levied, not the millage or assessment
rates used in computing the state school aid entitlement under the present equalization
formula. ‘

The constitutional amendment repeals the millage rollback provisicn contained in the
Tax Limitation Amendment of 1978 so that a school district would not be subject to both
a millage rollback and the new property tax growth limitation.

Fevenue Replacement

The property and city income tax relief would be partially offset by raising the sales
and use taxes from 4¢ to 5.5¢ on the dollar effective July 1, 1981. The 1%¢ increase
in the sales tax would yield approximately $797 million. ITn addition, the stafe would
ave an estimated $398 millior in revised homestead property tax and city income tax
redits. When adjustments are made in the Governor's 1982 budget proposal, the net
-esult will be a loss of approximately $251 million to the state.
ne new revenues resulting from the sales and use tax increase will be reserved for
making reimbursement to local governments for reduced property and city income tax
revenues. Current constitutional provision$ governing the distribution of sales tax
revenues to local governments, including the state school aid fund, and the exemptions
for prescription drugs and food are not affected by the proposed constitutional amendment.

The constitutional amendment quarantees 100% reimbursement to scheols and other units

~f local government beginning in 1981 for revenues lost as a result of the property

“ax and city income tax rebates. Since the state will replace 10(% of revenue which

jocal governments would lose, the state general fund will absorb the estimated $251 million
shortfall. Government officials have not yet indicated how the state will absorb the
“hortfall. The state school aid package for 1981-82 likelv will ke adjusted if the
nroposal is approved on May 19.

'he mechanics for reimbursement by the state to local governments will be determined
through future legislation. The reimbursement will be paid directly to the local unit
nf government, not through the school aid formula.

Since the 6% revenue limitation factor is applied to the homeowner's tax bill before
"“he 50% credit is applied, school districts and other units of local governmeni will
wot be reimbursed for property tax revenue lost as a result of the 6% revenue limitation

tactor.
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Other Provisions

The existing Michigan homestead property tax credit ("circuit breaker") is expected to be
amended through further legislation to provide additional property tax relief to homeowners
and renters. Currently, the general taxpayer is allowed a credit equal to 60% of the amount
by which either the property taxes on the taxpayer's homestead or the rental credit on the
taxpayer's homestead for the year exceeds 3.5% of the taxpayer's total household income.

It is expected that the percentage of income will be lowered from 3.5% to 0% for people
having annual incomes of less than $5,000 and to 2.5% for those having incomes of $7,000

Oor more per year.

The constitutional amendment provides that net revenues generated from the state lottery
would be deposited in the state school aid fund. Currently, this revenue is deposited
in the state general fund.

The proposal would allow the legislature to assess agricultural and forestry property
according to its use value, rather than market value.

State reimbursement to local units of government for property tax cuts would not be

subject to sections 26, 2R, and 30 of Article 9 of the State Constitution which estab-
L lish state revenue and spending limits and the proportion of state revenue paid to local
units of government. Thus, the new tax relief proposal will not disrupt the relationship
between state and local government established in the Tax Limitation Amendment of 1978.
Revenues flowing into and out of the counter-cyclical budget and economic stabilization
fund (the rainy day fund) would not be included in the definition of total state spending
as used in Section 30 of Article 9 of the State Constitution.

Implications for State Aid

It is too early to fully ascertain the effects the proposed constitutional amendment
would have on state aid to schools. Clearly the state shortfall of dollars will affect
the money appropriated. Another issue which must be addressed is the effect of the 6%
revenue limit on the power equalizing formula which guarantees a gross allowance--state
and local--based upon a school district's SEV per student and the millage levied. Since
the 6% revenue adjustment does not rollback millage on SEV, the two figures will remain
unchanged for purposes of computing a district's state aid allowance, unless the present
formula is modified. The state aid bill, which was moving toward passage by mid-April,
will now be delayed to consider these issues.

MASA and MASB

MASA and MASB have participated in an educational coalition along with the MEA, MFT, the
Department of Education and several other educational groups in presenting our positions
and concerns during the legislative deliberations on this proposal. The cooperative effort
and united front provided by the coalition was invaluable in expressing our concerns to

the Legislature and the Governor's office, even though the final product includes the
revenue growth limitation. MASA and MASB policy bodies are undertaking the task of eval-
uating the ballot proposal to determine our position. Obviously, additional concerns

and questions will be addressed in the weeks ahead. We will keep you informed through our
reqular publications of the issues and events leading to the special May 19 statewide
election. ‘



A Summary of Benefits and Problems Which May Ensue if Proposal A
1s Approved by the Electorate on May 19, 1981

Positive Attributes

lll

12.

It‘doea give property tex relief.
The Proposal frontloads the relief.

It reimburscs local government for 100% of the tax relief, up to a maximum
of $1,400 per homestead (il dovs not reimburse locel government for the 6%
cap placed on individual classes of property),

The $1,400 tax relief will increase in future years as statewide increases
in residential property occur.

The Proposal would have the effect of limiting reassessment or increases in
S.E.V. to a maximum of 6% per claas of property (not individual parcels of
property). : :

The Proposal would have the State matching moast new millagea which might be
appraoved by the electorate dollar for dollar for the residential property
owner. As an example, if the taxes In a community were to increase $200,
the reaidential property owner, as long as they were under the $1,400 cap,
would pay $100 of that increase and the State of Michigan would be
obligated to reimburse the local unit of government the other $100.

The above has the effect of Increasing State participation in the support
of public education.

Some argue that thia proposal may forestall a future "Tiach" type of
proposal, '

This proposal creates relief for pity income tax payers.

Because it creates relief for city income tex payers, it may increase the
probebility of cities levying additional income tax. The State of
Michigan, in effect, would be helping to support local city income taxes
with this propoaal. ‘

[t changes the asseassment for agricultural and foreatry property to that of
ita uee value as opposed to its true market value,

Continues nome elements of the "circuit breaker." Theoretically, depending
upon income, an individual might receive up to $1,400 property tax relief
under this proposal and atil) he eligible for an additional $1,200 of tax
relief under the "circuit breaker.,"



Potential Problems

1.

It is estimated that the State of Michigan will experience a shortfall in
revenue of not less than $85 million and perhaps as high as $385 million if
this proposal were to pass. This type of shortfall will likely create
problems for school districts, especially in-farmula districts, for the
history of the State has been that when they are short of money executive
orders have reduced substantially the amount of money available to school
districts via the State General Fund.

Out-of-formula districts would lose any growth in S.E.V. that is in excess
of 6%. This loss is not reimbursed in any fashjon,

Out-of-formula districts would be forever limited to a maximum increase in
revenue of 6% unless the voters were to approve new millages. At a time
when inflation is in the double digit category, a 6% cap farever may be
unrealistic. . :

The State will be responsible far supporting new voted mills (reaidential
property only) and increases in the local income tex. This could substan-
tially decrease now and in the futyre the State's anility to fund this
program and its other General Fund obligations.

Even under the best circumstances, it is pstimated that the State will
experience a serious cash flow prohlem. Apparently, the State cannot
borrow enough money to fund the replacement praograms stipulated by this
amendment and also make state aid payments in a timely fashion. It
appears, as of this date, the only recourse to the State is to bond. This,
then, increases the shortfall, for the State will now have an interest
component when it bonds in order to meet its obligation under these
conditions.

In-formule districts may experience the same problem as they have with
Headlee in that the S.E.V. may be higher for state aid calculations, yet
local revenues would be capped at a 6% maximum, or perhaps even less,
depending upon the clasees of property and how they have increasged.

One minor change, i.e., changing the sales tax back from 5.5% to 4% would

make this nearly like the Tisch proposal. Some say that would be his next
effort {f this were to pass. In this event, the State woyld be short all

of the revenue from the sales tax increase and would have a cash shortfall
that approximates the figures cited last November when Tisch II was on the
ballot.

Thia proposal increases the sales tax, which is generally conceded by most
tax experts as a regressive tax. It is less regressive in Michigan since
we have removed prescription drugs and food from the sales tax provisions.

This proposal would result in millions of dollars of local money which has
been available to local units of government now being transferred to the



3.

Potential Problemsa, cont'd

S 10.

11,

12.

federal government, in that people will no longer have a'property tax write
off as a tax deduction. Some have estimated that the minimum amount of
additional money to be tranaferred to Nashlnqtun would be in excess of

»$2UO million,

This proposal has the effect of freezing all operating millage rates at
their current level, irrespective of the voter authorization.

Thia proposal limits local governments to a maximum of 6% increase in local
revenue while placing no such restrictions on state government.

Under this proposal, some prople will pay more total taexes than they are
currently paying.

Some school districts are very near the Constitutional S0-mill limitation,
This proposal does not alter that; hence, the ability of a local district
to make up any shortfall may be limited by the mills available under the
50-mill limitation.





