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A NEWSLETTER FOR EAST LANSING RESIDENTS

EAST LANSING CITY COUNCIL

New Income Tax Proposal on August 7, 2018 Ballot
On May 14, 2018, the East Lansing
City Council voted 5-0 to place a new
time-limited and dedicated income tax
proposal on the August 7, 2018 Primary
Election ballot.
This decision comes after an intensive
citizen engagement process, which
included providing education on the
City’s ongoing financial challenges and
gathering community feedback.

The income tax proposal, while similar
to the previous proposal voted on in
November 2017, includes three key
differences:
1. The current proposal is a City
Charter amendment instead of a
policy resolution, meaning it cannot
be changed by the current or future
Council without another Charter
amendment, which would require a vote

of the people.
2. By City Charter, the tax would be
time-limited to 12 years, at which time
it would expire unless a new vote took
place in which it was reauthorized by
voters.
3. By City Charter, it will be dedicated
for specific purposes: 20% of the net
revenue from the tax would go to police
and fire ..................... continued on page 2
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protection, 20% would go to infrastructure (maintenance
and improvement of streets and sidewalks, water and sewer
systems, parks, recreation and facilities) and 60% would go to
supplemental payments for unfunded pension liabilities. The
City is legally obligated to make these payments.
If the proposed income tax were to pass, East Lansing
residents, working in East Lansing or elsewhere, would pay
a 1% income tax (some income would be exempt, including
retirement income) and non-residents working in East Lansing
would pay a 0.5% income tax. If a resident lives in East
Lansing and works in another community with an income
tax or works in East Lansing and lives in another community
with an income tax, they would split the 1% tax with both
communities, paying 0.5% to East Lansing and 0.5% to the
other community. The tax would never be more than 1%.
If voters approve the income tax, the City Charter amendment
already approved by voters in November 2017 would go into
effect, reducing City property taxes from a maximum of 20
mills to a maximum of 13 mills. Similar to last November, the
current Council does plan to reduce property taxes by a flat
5 mills, from the current operating millage of 17.5679 mills
down to 12.5679 mills, if the proposal passes. Th is reduction
in property taxes would lessen the impact of the income tax on
East Lansing property owners.
An East Lansing homeowner’s taxable income would be
taxed at 1% and total property taxes would decrease by
about 10%. Whether a residents’ total taxes will go up
or down will depend on their household income and the
taxable value of their home. A calculator is available at
www.cityofeastlansing.com/incometax to help residents gauge
the impact the two Charter amendments would have on their
taxes.
Income exempt from the income tax would include all
retirement income, unemployment income, military pay and
tax refunds (city, state and federal). Many retirees who own

C O M M U N I T Y P R E S E N TAT I O N
East Lansing City Manager George
Lahanas will present information on
the City’s financial challenges and
the income tax ballot proposal at a
community meeting on Wednesday,
June 20 at 6 p.m. at the East Lansing
Public Library, 950 Abbot Road. All are
welcome to attend.
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Ballot Language
Shall Section 11.1 of the East Lansing
City Charter be amended to authorize an excise tax on
income for 12 years commencing January 1, 2019
implementing reduction of the City property taxes from a
maximum of 20 mills to a maximum of 13 mills and
requiring the net income tax revenue to be dedicated as
follows: 20% to police and fire protection; 20% to the
maintenance and improvement of streets and sidewalks,
water and sewer systems, and parks, and recreation, and
city-owned facilities; and, 60% to supplemental payments
for unfunded pension liabilities for retired city employees.

East Lansing property, including their own homes, would be
positively impacted because retirement income would not be
taxed and property taxes would go down.
According to an income tax study by Plante Moran, this
income tax would generate approximately $10 million
annually; however, with approximately $5 million less in
property taxes, the anticipated net revenue to the City would
be approximately $5 million annually. Much of this new
revenue would come from those who work in East Lansing,
but live elsewhere.
In the last election cycle, former MSU President Lou Anna K.
Simon proposed larger direct payments to the City on behalf
of MSU in lieu of having the income tax proposal on the
ballot. After some negotiation, the East Lansing City Council
did reach a tentative agreement with Simon; however, the
MSU Board of Trustees voted it down 4-4.
The following 23 communities in Michigan have an income
tax: Albion, Battle Creek, Big Rapids, Detroit, Flint, Grand
Rapids, Grayling, Hamtramck, Highland Park, Hudson,
Ionia, Jackson, Lansing, Lapeer, Muskegon, Muskegon
Heights, Pontiac, Port Huron, Portland, Saginaw, Springfield,
Walker and Benton Harbor. Benton Harbor’s income tax was
approved by voters in November 2017.
In addition to placing the income tax proposal on the ballot,
City administrators have proposed a series of budget cuts over
two years as a method of freeing up additional funding for
the City’s pension obligations. Approximately $1.3 million in
initial necessary service cuts will be made in Fiscal Year 2019;
however, service cuts proposed for Fiscal Year 2020, including
the possible closure of the East Lansing Hannah Community
Center and further reductions to police and fire staffing levels,
would largely only be necessary in the event that new revenue
is not secured.
Community members can find additional information;
including an FAQ, income tax calculator, a complete list
of income that would be exempt from the tax and more; at
www.cityofeastlansing.com/incometax.

June 2018

I N C O M E TA X

(CONTINUED FROM PAGE 2)

Who would pay?

Property Tax Reduction
If the income tax proposal passes, the
City Charter amendment approved by voters last
November would go into effect, reducing City property
taxes from a maximum of 20 mills to a
maximum of 13 mills.

Residents: 1%
Working in East Lansing
or another community.

Non-Residents: 0.5%

$20

Working in East Lansing.

$13

MILLS

MILLS

Some income would be exempt (i.e. retirement income). For a complete list of
exempt income, visit www.cityofeastlansing.com/incometax.

How is this different?

Why has it been proposed?
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While similar to the proposal on last November’s
ballot, this new proposal includes three key differences.
1.) It is a City Charter amendment, instead of a policy
resolution, meaning it can’t be changed without another vote
of the people.
2.) By City Charter, the tax would be time-limited to 12 years.
years
3.) By City Charter, funding generated by the tax
would be dedicated for specific purposes (see pie chart
below).
In 2030
2030, the income tax would expire unless
reauthorized by voters.

City revenue has remained flat
50 million
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25 million
FY2019
(budgeted)

POL
I
PRO CE

Many budget cuts have been made,
including the elimination of

60%

INFRASTRU

IMPROVE CT
ME U

Net income
tax revenue

20% NTS

PAYMENTS**
ON
I
NS

%

PE

FULL-TIME
POSITIONS

IO

20

RE
FI N

TE &
CT

*
RE

FY2007

Since 2001

For more information, visit
www.cityofeastlansing.com/incometax

*Maintenance and improvement of streets, sidewalks, water and
sewer systems, parks, recreation and City-owned facilities.
**Supplemental payments for unfunded pension liabilities
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FREQUENTLY ASKED QUESTIONS
Why does the City need new revenue?
The City is facing significant, long-term financial challenges
due in large part to relatively flat revenue growth over the
past 12 years and rising legacy cost obligations. The City’s
general fund totals have only increased 1.9% since FY 2007,
which can be attributed to less revenue sharing from the state,
tight state restrictions on the ability for local governments
to raise new revenue, the ongoing impact of the drop in
property values as the result of the recession and Proposal A/
Headlee Amendment limits and low taxable value per capita.
Contributing factors of the City’s low taxable value per capita
include the fact that the MSU campus is non-taxable and
makes up a large portion of the City and a limited number
of large commercial businesses in East Lansing. The City’s
legacy cost obligations have increased due in large part to the
recession and below-average market returns. The City’s pension
plan obligations were 80% funded in 2003 (pre-recession)
and are only 50% funded today. The City’s pension plan
liability was $90 million (as of the last valuation on 12/31/16)
and the City is required by MERS to have the pension plan
fully funded by the end of Fiscal Year 2041. Additionally,
the state is requiring that the City submit a corrective action
plan for its pension plan pursuant to the new Protecting
Local Government Retirement and Benefits Act. More info:
www.cityofeastlansing.com/financialbackground.

Why is the income tax back on the ballot?
Council’s decision to place the income tax proposal back on
the ballot comes after an intensive citizen engagement process,
which included providing education on the City’s ongoing
financial challenges and gathering community feedback.
The engagement process included three community surveys,
the results of which can be found at www.cityofeastlansing.
com/budgetprioritiesfeedback. As a result of the community
engagement process, it was determined that citizens were most
supportive of a solution that combined both cuts to services
and new revenue and that an income tax was preferred over
an increase in property taxes by the majority of voters polled
as part of the EPIC-MRA phone survey. There was increased
support for an income tax that included a time limit and
included dedicating the funding for supported services, such as
infrastructure and public safety.

How would the income tax help the City?
The income tax would help the City to maintain its core
services, make supplemental pension payments (the City is
legally obligated to make these payments) and reinvest in City
infrastructure and public safety.
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What will happen if the proposal doesn’t
pass?
Council has stated an intent to find approximately $3 million
in savings annually to cover its pension obligations and
additional funding for needed infrastructure improvements. To
achieve these savings, deep cuts would need to be made to areas
such as public safety, which makes up the largest part (65%) of
the City’s general fund, and Parks & Recreation, which makes
up 10.4% of the City’s general fund.

What income would be exempt from the
tax?
Income exempt from the tax would include all retirement
income, unemployment income, military pay and tax refunds
(city, state and federal). Learn more about non-taxable income
at www.cityofeastlansing.com/incometax. Additionally, those
subject to the tax can deduct $600 for each dependent claimed
(this would include anyone claimed on an individual’s federal
income tax return). EXAMPLE: taxable income would go
down by $1,800 for three dependents claimed.

If the income tax passes, will my total taxes
go up or down? If you are a homeowner in East
Lansing, it will depend on your household income and the
taxable value of your home. Your taxable income will be taxed
at 1% and your total property taxes will decrease by about
10%. Since retirement income is not taxable locally, seniors on
fixed incomes who own their homes will, in many cases, see a
reduction in their total taxes.

What is taxable value and how can I find out
my property’s taxable value?
Taxable value of a property is the value against which millage
rates are levied to determine property taxes. Taxable value
can be found on a resident’s property tax bill or by visiting
accessmygov.com.

What happened with the MSU negotiations?
Following the MSU-initiated negotiations in 2017, Lou
Anna K. Simon and the City Council did reach a tentative
agreement. The agreement was that MSU would provide $20
million over eight years and, in turn, the 2017 income tax
proposal would be taken off of the ballot. Simon took this
tentative agreement to the MSU Board of Trustees and it was
voted down 4-4.
Visit www.cityofeastlansing.com/incometax for
additional FAQs.
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Pension Challenges: Past,
Present & Future
If approved by voters, the August 7, 2018 Income Tax
Ballot Proposal would generate approximately $5 million
annually in net revenue for the City of East Lansing, with
60% dedicated to supplemental payments of unfunded
pension liabilities. These costs are the biggest factor in the
City’s debt, as currently, East Lansing’s pension obligations
are only 50% funded, leaving about $89.4 million in
obligations to retirees and employees unfunded. Many East
Lansing residents have asked “How did this happen?” and
“What’s been done up until now when it comes to rising
pension costs and obligations?”
The City’s efforts to address rising pension costs date
back to 1999. At that time, new City employees, with the
exception of police and fire personnel, were moved from
defined benefit plans (pensions) to defined contribution
plans (employees fund a 401(a) for retirement). In 2010,
new and current non-public safety employees had the
option of moving to a Hybrid Plan (a combination defined
contribution and defined benefit plan), which has been
identified by the State of Michigan as a cost-controlling plan.
In 2011, the defined benefit plan for all police and fire new
hires was significantly reduced, including a decrease in a plan’s
final compensation, changes to overtime pay and vacation/
leave time and raising the retirement age from 50 to 55.
Although pension plan offerings for public safety employees
have been significantly reduced over the years, they remain in
place for a number of reasons:

Breakdown of retirement plans
of current City employees:

312 Total Employees
DB = Defined Benefit • DC = Defined Contribution

130 Hybrid
Combination
DB/DC Plans

54
DC Plans

128
DB Plans

Defined Benefit (DB): Pension benefit based on formula (# of years worked,
average salary, multiplier); results in lifetime benefit*
Defined Contribution (DC): employer & employee prescribed
contributions are invested; benefit based on total amount of money in account
Hybrid: combination of DB and DC; modest lifetime benefit plus separate
account; identified as a cost-controlling plan by the State of Michigan
*It's important to note that the earnings of police and fire personnel are not covered under Social Security
& that DB plans remain in place for public safety in the majority of other Michigan communities

• Due to the physical nature of their careers, police officers
and firefighter/paramedics need the option of retiring at age
55 or younger.
• Police officers’ and firefighter/paramedics’ earnings from
their jobs are not covered under Social Security.
• Because the majority of other Michigan communities
also continue to offer these plans, the City must remain
competitive in attracting and retaining high-caliber public
safety professionals who provide important life safety services
to the community.
In addition to the reforms listed above, employee (vs. City)
contributions have been increased for all existing employees
enrolled in defined benefit plans. The City also has made $4
million in supplemental pension payments over the last three
years (on top of annual required contributions).
In spite of these steps, the challenges have persisted. Pension
costs have continued to increase over the years due in large
part to the recession and below-average market returns,

which has widened the City’s pension plan funding gap
despite the required and supplemental payments that have
been made. The City’s pension plan was 80% funded in 2003
and it’s 50% funded today. Because fulfi llment of pension
obligations are a Michigan Constitutional requirement, the
City does not have a choice in whether it makes its pension
payments. Additionally, there is a deadline, at which point the
pension plan must be fully funded as required by MERS (the
Municipal Employees’ Retirement System). In the City’s case,
it’s the end of Fiscal Year 2041. This deadline is one cause of
the increase in the City’s required contributions, which were
$6,367,446 in 2017 and are estimated to be $6,883,452 in
2018 and $7,584,444 in 2019.
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UNICHA Serves Up Tea &
Hand-Rolled Ice Cream
Offering a unique variety of hand rolled ice cream and tea,
UNICHA Tea & Ice Cream is a new globally-inspired
ice cream parlor in the heart of East Lansing! UNICHA’s
signature hand-rolled ice cream treats come in a variety
of delicious flavors and toppings that include: S’more Fun
(sweet cream base, milk chocolate, graham cracker), Rainbow
Unicorn (sweet cream base, sprinkles, graham cracker),
Cookie Monster (sweet cream base, oreo cookies) and more.
Prepared by freezing premium ice cream on a stainless steel
pan that’s rolled until smooth, UNICHA is proud to bring
this deliciously unique treat to East Lansing! Don’t forget to
try their several variations of black tea, bubble tea, milk tea
and smoothies too!

The East Lansing Farmers Market will be open every Sunday through Oct. 28.

COMMUNITY EVENTS

EL Farmers Market
Celebrates 10 Years
The East Lansing Farmers Market (ELFM) opened for its
2018 season on Sunday, June 3. The market will be open
every Sunday through the end of October from 10 a.m.-2
p.m. in Valley Court Park, 280 Valley Court.
This year marks the 10th season of the market, which first
kicked off down in Valley Court Park in the summer of
2009. Over the years, the market has consistently drawn
a crowd of approximately 1,000 visitors to the park each
Sunday to shop for Michigan produce and products
in an open-air, inviting outdoor setting. Live musical
performances, eat-on-site food and special market events
make the ELFM more than just a place to shop for local
food though; it’s also a community gathering place for
families, friends and neighbors. Learn more about the
ELFM at www.cityofeastlansing.com/farmersmarket.

UNICHA
Address: 111 Division St.
Website: www.unichasweet.com
Phone: (517) 918-0070
Facebook: facebook.com/unichamsu
Twitter: twitter.com/Unichasweet
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PRIME TIME

Join the Age-Friendly
Communities Team
Community members of all ages are invited to join
the East Lansing Age-Friendly Communities Team
as they work to develop an action plan that will help
foster healthy and active aging in the community. Eight
subcommittees, focusing on different areas of interest,
will meet for approximately three meetings from July to
September with a goal of completing the plan by the end
of 2018. If interested in being on a subcommittee, email
karndt@cityofeastlansing.com or call (517) 337-1113.

June 2018

Farmers Market
EAST LANSING

Valley Court Park, 280 Valley Court
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Every Sunday

CELE

100% Homegrown Makes Us Different

facebook.com/elfarmersmarket

twitter.com/elfarmersmarket

Bridge Card and Double Up
Food
Accepted
The East Lansing Farmers Market, a growers-only market, is located
in an Bucks
inviting, open-air
atmosphere just steps

Farmers Market

away from MSU and downtown East Lansing. Bridge Card and Double Up Food Bucks are accepted.

Fridays • 7 - 9 p.m.
Ann Street Plaza • Downtown EL

All summer
events are
FREE!

Thursdays
Valley Court Park
280 Valley Court
JULY • 9:30 p.m.
AUGUST • 9 p.m.

June 29
July 6
July 13
July 20
July 27
Aug 3
Aug 10

-

Paddlebots
The Swift Brothers
Starfarm
The Aimcriers
Tell Yo Mama
Gemini
The Founding

Aug 17 - Earthwork Music Presents:
The Clean Water Campaign for Michigan

Aug 24 - The Banana Migration
Aug 31 - Sea Cruisers

Generously sponsored by the Downtown Management Board

July 5 - Willy Wonka & the
Chocolate Factory (1971)
July 12 - The Lion King
July 19 - Coco
July 26 - Mary Poppins (1964)
Aug 2 - Jumanji-Welcome
to the Jungle
Aug 9 - Black Panther

July 3 - Greg Lester (puppeteer)
July 10 - Cirque Amongus
(circus program)

July 17 - PJ Weber

(magician)

July 24 - Tunes N Tales
(musician & storyteller)

Tuesdays • 7 p.m.
July 31 - Zeke the Wonderdog
Valley Court Park • 280 Valley Court

www.cityofeastlansing.com/
communityevents
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City Council
410 Abbot Road, (517) 319-6904
Mayor Mark Meadows
Mayor Pro Tem Erik Altmann
Councilmember Ruth Beier
Councilmember Shanna Draheim
Councilmember Aaron Stephens
City Manager George Lahanas

community events

Published for the information of East Lansing residents. If you
have any questions, please email mfrey@cityofeastlansing.com
or call (517) 319-6873. Visit cityofeastlansing.com/eNews to sign
up for the bi-weekly Dialog e-newsletter.
Get social with us! Facebook: @cityofeastlansing, Twitter: @
CityofEL, Instagram: @cityofeastlansing. Sign up for emergency
notifications via Nixle at local.nixle.com/register.

More info at cityofeastlansing.com/communityevents.
EL Farmers Market
June 3-Oct. 28

Play in the Park
July 3-31

The East Lansing Farmers Market
is open on Sundays from 10 a.m.2 p.m. in Valley Court Park, 280
Valley Court. The market features
locally grown Michigan produce
and products, sold in an open-air,
inviting park setting.

Families are invited to Valley Court
Park, 280 Valley Court Park, at 7
p.m. on Tuesdays in July for free,
fun children’s activities. This year’s
lineup includes everything from
puppets to magic, music, Zeke the
Wonderdog and more.

Summer Solstice Jazz Fest
June 22-23

Moonlight Film Festival
July 5-Aug. 9

The Summer Solstice Jazz Festival
brings live performances by local
and national jazz musicians to the
heart of downtown East Lansing for
a two-day, not-to-be-missed event!
Festival hours are 4-11 p.m. both
days. Learn more: eljazzfest.com.

Community members can enjoy
outdoor movies in Valley Court
Park on Thursdays in July (9:30
p.m.) and August (9 p.m.). Pack a
lawn chair or blanket and enjoy a
night under the stars. This year’s
movie lineup is available on page 7.

Summer Concert Series
June 29-Aug. 31

National Night Out
Aug. 7

The Summer Concert Series will
feature live musical performances
on Friday nights from 7-9 p.m.
in downtown East Lansing’s Ann
Street Plaza (corner of Albert &
M.A.C. avenues). This year’s music
lineup is available on page 7.

This popular event, taking
place from 6-8 p.m. at the East
Lansing Public Library, promotes
community safety and awareness,
while also featuring free family fun!
There will be plenty of vehicles for
children to explore, ELPD K9s, a
bounce house, popcorn & more!
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