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GF/GP and Restricted Cuts
(Approximately $850 million)

B FY 2009-10 budget approved by Legislature included roughly $500
million in GF/GP reductions and another $350 million in reductions
to restricted fund appropriations

B Compared to original FY 2008-09 budget, most operational
departments saw reductions about 10% in their GF/GP
appropriation amounts

B Statutory Revenue Sharing for cities/villages/townships reduced
by $73.8 million from FY 2008-09 (19.0% reduction)

B Funding for Michigan Promise Grant Program entirely eliminated
and additional reductions of $59.2 million GF/GP to need-based
financial aid programs

B Maedicaid provider rates cut by 8.0% from original FY 2008-09
levels ($94.9 million GF/GP savings) and non-Medicaid Community
Mental Health services reduced by $40 million GF/GP

B Human Services budget reduced by over $238 million
GF/GP, barely sufficient to meet federal maintenance-of-effort
spending requirements for federal funds
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@ | school Aid FY 2009-10

B $165 per pupil reduction ($263 million)
B ISD operation reduction of 20% ($16.3 million)

B Elimination and reduction of specific categorical
programs totaling $32.8 million

B Governor vetoed the Sec. 20] payments which
reduced funding to 39 districts by a total of $51.5
million
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' GDP Forecast
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' Interest Rates
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‘ Index of Consumer Sentiment
January 2004 Through December 2009
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'| U.S. Economy Has Lost 7.3 Million
Jobs Since Recession Began
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' U.S. and Michigan

Unemployment Rates
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U.S. % Change in Employment

November 2008 Through November 2009
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Michigan % Change in Employment
November 2008 Through November 2009

Total Non- Construc- Manufac- Wholesale Retail Financial
Farm tion turing Trade Trade Information Activities  Services
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Length of U.S. Recessions

# of Months From Peak to Trough
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Decline in GDP Steep Compared
to Recent Recessions

Peak to Trough GDP Decline
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'| Job Growth in Michigan
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'| Employment Location Quotients
by Industry

Michigan: February 2009

Industry Location Quotient

Detroit 3 vehicle and parts manufacturing 16.20

Manufacturing except Detroit 3 1.18

Private non-manufacturing 0.96
FISCAL

AGENCY  Source: University of Michigan RSQE, May 2009 January 2010 17



' Big 3 Losing Market Share
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Michigan Vehicle Employment
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' Home Prices Fall Sharply
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' Property Value Growth Slowing

Yearly Change
Inflation Rate
Multiplier Total SEV Total Taxable
for Property Growth Value Growth
1996 2.8 % 7.5 % 5.1 %
1997 2.8 % 8.2 % 5.7 %
1998 2.7 % 9.5 % 6.1 %
1999 1.6 % 9.9 % 6.0 %
2000 1.9 % 9.0 % 5.5 %
2001 3.2 % 10.0 % 7.1 %
2002 3.2 % 9.8 % 6.7 %
2003 1.5 % 7.5 % 4.8 %
2004 2.3 % 6.3 % 5.7 %
2005 2.3 % 5.9 % 5.6 %
2006 3.3 % 5.0 % 5.8 %
2007 3.7 % 3.8 % 5.2 %
2008 2.3 % -1.3 % 1.4 %

House g 2009 4.4 % -5.4 % -0.8 %
FI$CAL January 2010 21
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'| Michigan Per Capita Income

Deviation from National Average
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MICHIGAN REVENUE
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State of Michigan Revenue Sources
FY 2009-10 Total = $40,567.6 million

Tobacco Taxes State Education

$981.80 Tax
Fed$elr5alsz(l;nzds* 2 4% $1,875.0
: : 4.6%
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Transportation

Revenue
$1,997.8
4.9%

Other Taxes
$2,103.8
52%

Business Taxes
$2,479.4
6.1%

NonTax Revenue
$3,278.8

Sales & Use Taxes 8.1%

ncome Taxes

$7,037.5
$5,273.3
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Millions

Down 43.4% Since FY 2000
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' Inflation Adjusted SAF Net Revenue
Down 15.7% Since FY 2000

$11,513
$11,082 $11,153
Actual Dollars $10,910 $10,922
$10,715 $10.615
e $\10,458 $10,481
()
= $10,134 O <O
FYs 10 &11
are
$9,310 $9,349 $9.167 January 2010
$9,131 $9,066 $9,141 ’ $8.983 Consensus
’ $8,900 $8,936 Estimates
$8,558
$8,797 Adjusted for Inflation
\$8,009

O $7,878

~]

House Fiscal Agency

FYo8 FYO99 FYOO FYO1 FYO02 FYO3 FYO4 FYO5 FYO6 FYO7 FYO8 FYO09 FY10 FY11

HOUSE

FI$CAL January 2010 26

AGENCY



' | Sales/Use Tax Share Declining

Taxable Sales as a Percent of Personal Income
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' | Sales Tax Revenue
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' Transportation Revenue

|:| Net Vehicle License/Registration

|:| State Diesel Fuel Taxes
|:| State $.19/gal Gasoline Tax

$2,051
$1,959 $1,954
$1,868 $1,884 $1,840
$1,735
$1,470 N Ao o ®
» % ol WM N SV o© | BT A% A
9 | V| A | & P L) & S o O 3 ¢
o Ay ,\‘9 > ‘a% & & & ‘aq 0 ,\") "Q
5 ‘;\’& ) & ‘a% ‘? "%
Q 2
Y A
o ‘xbb‘
2] $134.6 $143.5 $133.2 $143.0 $157.0 $140.5 $146.3
- . $148.6
(=) plis.3 #143-8 151401 5137.0 $137.0
= [$86.3
=
4 N N 9 o A N > a2
K »o (». fbo %o 60 4'»0 fv. 6‘ A Q 0 °
5 | P A | o o O % VS > | o .
RS IE A I O I O " O I I I ™ A I I P S Y i
‘;\ & & &
House Fiscal Agency

wouse. FY97 FY98 FY99 FYO00 FYO1 FYO02 FYO03 FY04 FYO5 FY06 FYO07 FYO08 FY 09* FY 10*

FISCAL

. J 2010 29
AGENCY *HFA Estimates anuary



$950

$925

$900

Millions
A
00
N
Ul

' Michigan Gasoline Tax Revenue

$850
$825
$800 House Fiscal Agency
FYo8 FY99 FYO00 FYOl1 FY02 FY03 FY04 FYO05 FYO06 FYO07 FYO08 FY 09* FY 10*
HOUSE gy
FI%CAL January 2010 30

AGENCY

*Michigan Department of Treasury, May 2009



' Impact of
Tax Exemptions/Credits/Deductions
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MICHIGAN'S
BUDGET
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FY 2009-10 Budget
Adjusted Gross Funding Sources

Local/Private
$463,501,000 Adjusted Gross = $44,478,526,000

1.04%

State Sources State Restricted

$25,157,162,100 $17,029,122,900
56.56%

58.8%
of State Sources
funding
is paid to
local governments

House Fiscal Agency
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HOUSE

' FY 2009-10 Appropriations Funding

Adjusted Gross = $44,478,526,000

Transportation
$3,257,048,000
7.3%

16.0% Federal
83.8% State Restricted

SAF
$12,823,571,000

37.7% Federal
60.6% State Restricted

FISCAL

AGENCY YTD 1/14/2010

28.8% 1.7% Local
GF/GP
$8,128,039,200

18.3%
76.9% Federal .
21.3°/: State Restricted Restricted/Other

2.0% Local/Private $20,269,867,800
45.6%
House Fiscal Agency
January 2010
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' State Restricted & GF/GP
FY 2009-10

Other
19.1%

Community
Health
15.1%
Education
50.2% \_ Tranportation
7.8%
House Fiscal Agency Corrections
7.7%

HEi}:;C Al January 2010
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FY 2009-10 Total = $25,157,162,100
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FY 2009-10 GF/GP

FY 2009-10 Total = $8,128,039,200

Management
andoB;Jgg/et DELEG
Rl T 0.67%
Universities Military
Affairs

22%
0.45%
School Aid

0.37%
Attorney

Corrections General

24% 0.35%
Education

0.24%

Legislature
State

0.22%
Civil Rights

Debt Ser
4%

Judiciary

Legislative 0.14%

Auditor

General
0.06% 0.14%

...
House Fiscal Agency OQ
4.0%
$300 million
Debt Service and SBA Rent
HOUSEgy 4 iieeesesesscsessssesessssessssessssssessssasnsss
January 2010

FISCAL

AGENCY

36



' School Aid
Major Spending Categories

el : FY 2009-10 Total = $12,823,571,000

| Foundation allowances |

| (used for school operations) | Special Education

$1,485,983,000
11.6%

House Fiscal Agency

At-Risk Programs
$308,988,200
2.4%

Federal Programs
(non-Special Ed)
$1,177,059,400

9.2%

Early Childhood

Foundation Programs
Allowances $106,975,000
$9,341,300,000 0.8%
72.8% Other Programs
Note: Does not include local $403:2651400
revenue and recognizes the 3.1%
HOUSE o $165 per pupil reduction.
FI%E.ﬁ!y_ January 2010

YTD 1/14/2010
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' Medicaid Impact on Michigan Budget

For FY 09, approximately 22.4% of Michigan GF/GP revenue
is appropriated for Medicaid

B 1 of 6 Michigan residents were eligible for Medicaid in
April 2009

B 429 of births and 70% of nursing home expenditures
in Michigan are financed through Medicaid

B Total state and federal Medicaid appropriation is
over $9.9 billion in FY 09

B Since FY 1999-2000
B 88.4% increase in Medicaid funding

B 53.0% growth in Medicaid caseload (564,000 cases)
HOFUSIE$CAL January 2010
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| Corrections Budget Increases

3 Prison/Camp Population
== Corrections %o of State GF/GP

Prison/Camp Population in Thousands

0
FY71 FY74 FY77 FY80 FY83 FY86 FY89 FY92 FY95 FY98 FYO1 FY04 FY07 FY10

Fiscal Year 2008-09 includes GF/GP reductions due to appropriation of federal ARRA funds.
HOUSE Fiscal Year 2009-10 includes the impact of gubernatorial vetoes of negative line items in the MDOC budget.
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'| Adjusted Gross Appropriations
by Fund Source

Excluding federal funds, FY 00 = FY 10 adjusted gross appropriations

$48

$42 Local + Private

$36 l

$30

Billions
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9% Change in Source of
Adjusted Gross Appropriations

State Restricted Funds
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' | GF/GP Appropriations

9,189.0
$9, $9,106.3 $9,118.7

$8,830.9
$8,766l9 $8,706.6
o -

8,569.2

()]

-

"]

s $8,612.6 8,128.0
a $8,438.9 $8,6509. '

© $8,176.8 ¥5251:0 g 1335

c

2

= —— Actual Dollars

= $7,507.6
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House Fiscal Agency $6’996'7
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School Aid Budget
Adjusted Gross Appropriations

@

$13,259.8
$13,008.2 2
$12,897.8 £12,823.6
$12,554.7$12,606.2 pa TS v ©
' S $12,467.1 )
9,
" —C—Actual Dollars
|
= $12,244.3 —&- Adjusted for Inflation
8 $12,134.
Y
5 $11,4%1.1
o ’ $11,708.5
S $11,507.7$11,602.8 $11,617.
= $11,189.4
$11,038.7
House Fiscal Agency
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Thousands of Employees
(1)

\J

Average Number
of Classified State Employees

TOTAL All Departments

16.7% Decrease
FY 01 to FY 09 YTD at 6/27/09

TOTAL Without Corrections

18.1% Decrease
FY 01 to FY 09 YTD at 6/27/09

House Fiscal Agency
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' Constitutional Revenue Limit

Average growth of Michigan personal income = 2.7% per year from 2000 through 2011

Average decline of Michigan revenue = 0.1% per year from 2000 through 2011
$0.16

. I
FYs 10 and 11
are January 2009
Consensus
Estimates
($2.41)
3.92
($3-92) ($4.18) (44.24) ($4.22) ($4.65)
($4.95) ($5.32)
Billions of Dollars ($7.72)
. ($7.78)
House Fiscal Agency ($8.94)

FYO0O FYO1 FYO02 FYO03 FY04 FYO5 FYO06 FYO07 FYO08 FYO09 FY10 FyY11
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CURRENT
ISSUES

HHHHH



Major School Aid Issues

B Funding levels
B Declining enroliment

B Future issues:
B Retirement costs
B Infrastructure financing

B Local property taxes

HOUSE L
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' Total Membership Pupil Counts

1.710.630 1,714,705

1,706,407

1,714,185
1,707,357
1,697,537

Pupil Blend
50/50 FYs 95-97

60/40 FYs 98-99
75/25 FY 00
80/20 FYs 01-04
75/25 FYs 05-10

1,698,414
1,688,996

1,680,282
1,652,332

1,619,744
1,615,579

1,592,726 1,597,450

1,580,100
House Fiscal Agency
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10 11*
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Total Appropriations for
State University Operations

$1,615.5

$1,527.2

1,433.3 $1,452.7 $1467:3 $1,461.2

$1,436 $1,419.8 $1,433.2

—— Actual Dollars
—- Adjusted for Inflation

Millions of Dollars

$1,379.7
$1,341.7

$1,286.4 ¢ 278.4 $1,285.5

o o - _$1,260.3 $1,257.8
Note: Appropriations include delayed payments in FY in which funds were originally appropriated
House Fiscal AgencyT T T T T T T T
FY 02 FY 03 FY 04 FY 05 FY 06 FY 07 FY 08 FY 09 FY 10
HOUSE L
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State University Tuition Rates
and State Funding
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' Revenue Sharing Payments to
Cities, Villages, and Townships
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Law Enforcement
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' Statewide Pavement Condition
Combined Freeway and Non-Freeway
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Reduced State Revenue
May Lead to Loss of Federal Aid
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