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B.C. Cobb Plant Closing 

Implications to Reeths-Puffer Schools 

With the recent announcement that Consumers Energy plans to close the BC Cobb power plant in 2015, 

questions arise as to how this affects Reeths-Puffer Schools.  You likely saw the article in The Muskegon 

Chronicle or on mlive.com which stated that approximately $1.8 million is collected by Reeths-Puffer on 

the power plant annually.  A logical question is, will Reeths-Puffer have to cut its annual budget by $1.8 

million as a result of this announcement?  In short, no we won’t.  However, this event is likely to have a 

significant impact upon our long-term financial picture, and allow me to explain why. 

Properties which are not classified as principal residences (previously ‘non-homestead’) generally pay 

two tax levies to local school districts.  The first is for operating millage at 18 mills and the second is for 

debt retirement, at varying levels –currently 8.37 mills for R-P.  The 18 mill operating levy is part of our 

state aid foundation allowance.  Whatever this tax levy doesn’t produce, the state pays us in monthly 

installments.  When we lose taxable value, such as through an appeal, closure of a plant, or declining 

values, the state’s portion of our $6,846 per student becomes greater.  Theoretically we don’t lose out 

on any funding, and in the immediate future the state will make up the funds that would be lost from 

Consumers closing down the plant and the resulting taxable value loss.  However, the strain on the state 

economy puts an indirect pressure on this funding stream, and this is an important point to keep in mind 

as situations like this pop up across the state.  Ultimately the conclusion is that the R-P general fund will 

be made whole for such an event, even though it is not a positive factor in our local economy. 

On the debt retirement side, all real property owners in the R-P district, homestead or otherwise, pay 

8.37 mills so we can pay off our bonded debt.  On this side, when taxable value is lost through appeals, 

plant closures or home prices declining, we lose out on the funds that would have been produced by the 

debt levy.  This can lead to one of several scenarios.  If losses are not great, it may just mean that our 

levy produces less and we have less to carry over to the following year in our debt retirement funds.  If 

this situation continues or is compounded by further losses, it may mean that our debt payoff could be 

extended further into the future and we have to levy the millage for a longer period.  Finally, if losses 

are severe enough, it could mean that we need to increase the levy from 8.37 mills to a higher annual 

levy in order to pay back our obligations.  Further, it would be mean that for future borrowing, the 

burden will be greater on the taxpayers remaining, since a significant portion of our value will be gone. 

Ultimately it is too soon to know the exact dollar figure impacts or the potential increase to our debt 

retirement tax levy.  Even if plant operations shut down completely, there remains a significant value in 

this property, and it is too soon to know what that value would be.  The District is monitoring the 

situation closely with the help of legal counsel and financial advisors to ensure that the financial impact 

of future settlements is known and recognized in long-term planning for future property tax levies. 


