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OVERVIEW

Governor Granholm, on February 7, 2008, transmitted her fiscal year (FY) 2008-09 State Budget Message to the Legislature. The
Governor's FY 2008-09 budget contains recommendations for $44.0 billion of Adjusted Gross appropriations. Included in this
appropriation total are $14.8 billion of Federal funds, $18.9 billion of State Restricted funds, $512.2 million of local and private funds,
and $9.8 billion of General Fund/General Purpose (GF/GP) appropriations. Table 1 and Figure A provide summaries of the overall
makeup of the FY 2008-09 appropriations recommended by the Governor.

Tables 2-4 and Figures B-D provide department-by-department detail of the Governor's appropriation requests for FY 2008-09
compared with FY 2007-08 year-to-date appropriations. The tables and figures present appropriation data in terms of Adjusted Gross,
State Spending from State Resources, and GF/GP appropriations. Adjusted Gross appropriations are defined as total appropriations for
each department less funds transferred in from other State departments. State Spending from State Resources appropriations are
defined as Adjusted Gross appropriations less appropriations funded with Federal and local and private funds. General Fund/General
Purpose appropriations are the residual unrestricted portion of the budget over which the Governor and the Legislature have the most
flexibility in establishing appropriation policy. The Governor's budget provides for a 2.9% increase in Adjusted Gross appropriations, a
1.4% increase in State Spending from State Resources appropriations, and a 0.1% decline in GF/GP appropriations.

The Governor's Budget Message is based on the consensus revenue estimates agreed to on January 11, 2008. The FY 2008-09
GF/GP consensus revenue estimate is $9.2 billion. This represents a 0.6% decline from the FY 2007-08 consensus estimate. The
FY 2008-09 School Aid Fund (SAF) consensus revenue estimate is $11.9 billion. This represents a 4.6% increase from the FY 2007-08
consensus estimate.

The Governor's Budget Message includes one proposed change in State tax policy. This is a recommendation to expand an existing
credit and enact a new credit against the Michigan Business Tax Act related to job growth in the State. The expanded credit would
provide certain Michigan-based businesses with an increase in the existing credit based on compensation paid to employees. This
expanded credit would be available only to a select list of businesses. Certain new businesses that relocate to Michigan would be
eligible to defer all or a portion of their Michigan business tax liability for up to four years. The proposed new business tax credits would
reduce FY 2008-09 GF/GP revenue by $34.8 million. The consensus revenue estimates and the proposed tax policy change are
discussed in more detail in the Economic and Revenue Forecast section of this report.

The Governor's Budget Message also includes recommendations to restructure existing State-bonded debt and recommendations to
increase the level of State debt. The recent reduction in interest rates will result in savings in the level of appropriations needed to fund
debt service requirements on general obligation bonds issued by the State. The budget reflects a $30.0 million GF/GP appropriation
reduction in FY 2007-08 and a $40.0 million GF/GP appropriation reduction in FY 2008-09 on debt service payments on these bonds.
The budget also includes a recommendation to restructure and to extend the duration of the borrowing of the $400.0 million of bonds
issued in FY 2005-06 to finance economic development projects funded through the 21° Century Jobs Fund. The recommendation is to
increase this borrowing by $60.0 million and use this revenue for Michigan promotion activities conducted by the Strategic Fund Agency.



Increased levels of State borrowing are recommended for capital construction projects financed by the State Building Authority, for
additional borrowing against future dedicated transportation revenue, and for borrowing to support proposed new programs in the K-12
School Aid budget. The budget recommends that the State Building Authority borrow $561.9 million to help finance capital construction
projects at 10 universities, 15 community colleges, and nhumerous State agencies. This borrowing would lead to increased future debt
service payments of approximately $56.0 million annually for the next 20 fiscal years. The budget also includes the recommendation to
borrow $150.0 million to speed up transportation construction and renovation projects across the State. The debt service payments on
this borrowing would be future dedicated transportation revenue. The final new borrowing recommended in the budget is up to
$300.0 million to provide for planning and potential construction assistance for certain high schools across the State that are not
meeting yearly academic progress as defined by the Federal government. The State would finance borrowing by dedicating $32.0 million
of School Aid Fund revenue for the next 20 years.



Table 1

FY 2008-09 GOVERNOR'S RECOMMENDATION
BY SOURCE OF FUNDS

Local & Private

Other State

Department/Budget Area Adjusted Gross Federal Funds Funds Restricted General Funds
Agriculture $93,440,800 $14,861,000 $237,200 $45,852,400 $32,490,200
Attorney General 52,243,600 8,050,800 0 11,927,600 32,265,200
Capital Outlay 247,966,700 188,017,600 32,174,200 27,324,900 450,000
Civil Rights 14,528,400 2,057,300 0 0 12,471,100
Community Colleges 302,228,800 0 0 0 302,228,800
Community Health 12,444,246,500 7,159,187,100 308,667,400 1,890,286,200 3,086,105,800
Corrections 2,060,775,000 10,350,200 430,300 71,731,700 1,978,262,800
Education 94,743,200 69,675,500 10,012,400 6,980,800 8,074,500
Environmental Quality (Operations) 343,744,300 130,636,100 455,700 167,653,900 44,998,600
Environmental Quality (CMI Bond) 5,663,200 0 0 5,663,200 0
Executive 5,317,300 0 0 0 5,317,300
Higher Education 1,799,426,000 7,400,000 0 116,100,000 1,675,926,000
History, Arts, and Libraries 52,111,300 7,507,400 512,400 3,979,800 40,111,700
Human Services 4,656,272,700 3,146,833,100 71,468,200 61,419,200 1,376,552,200
Information Technology 0 0 0 0 0
Judiciary 259,389,200 4,626,400 6,935,600 87,893,800 159,933,400
Labor and Economic Growth 1,332,128,500 831,637,300 21,203,500 384,937,600 94,350,100
Legislative Auditor General 14,026,700 0 0 1,539,900 12,486,800
Legislature 114,504,000 0 400,000 1,109,800 112,994,200
Management and Budget 383,122,900 10,669,900 2,142,900 77,694,100 292,616,000
Military and Veterans Affairs 128,707,500 57,538,200 2,748,300 28,300,400 40,120,600
Natural Resources 283,166,500 49,909,100 3,245,000 206,553,500 23,458,900
School Aid 13,515,227,700 1,562,008,600 0 11,910,219,100 43,000,000
State 185,135,700 1,460,000 100 156,787,600 26,888,000
State Police 503,190,300 94,733,400 8,785,800 113,629,900 286,041,200
Transportation 3,424,465,500 1,316,771,200 40,950,000 2,066,744,300 0
Treasury (Debt Service) 83,123,000 0 0 15,514,500 67,608,500
Treasury (Operations) 386,132,700 36,868,900 1,105,100 283,332,300 64,826,400
Treasury (Revenue Sharing) 1,091,399,100 0 0 1,091,187,100 212,000
Treasury (Strategic Fund) 160,702,300 55,438,800 715,600 75,005,200 29,542,700

TOTAL APPROPRIATIONS

$44,037,129,400

$14,766,237,900

$512,189,700

$18,909,368,800

$9,849,333,000




Figure A

Appropriations by Source of Funds

FY 2008-09 Governor's Recommendation

Federal

Local / Private

State Restricted

General Fund

Total = $ 44,037,129,400 I




Table 2

ADJUSTED GROSS APPROPRIATIONS

FY 2007-08 VERSUS GOVERNOR'S RECOMMENDATION

FY 2007-08 FY 2008-09
Year-to-Date Governor's Dollar Percent
Department/Budget Area Appropriations Recommendation Difference Change
Agriculture $98,753,900 $93,440,800 $(5,313,100) (5.4)%
Attorney General 51,343,900 52,243,600 899,700 1.8
Capital Outlay 0 247,966,700 247,966,700 100.0
Civil Rights 14,491,300 14,528,400 37,100 0.3
Community Colleges 318,928,800 302,228,800 (16,700,000) (5.2)
Community Health 12,008,915,900 12,444,246,500 435,330,600 3.6
Corrections 2,077,004,500 2,060,775,000 (16,229,500) (0.8)
Education 96,482,400 94,743,200 (1,739,200) (1.8)
Environmental Quality (Operations) 346,268,300 343,744,300 (2,524,000) (0.7)
Environmental Quality (CMI Bond) 5,663,200 5,663,200 0 0.0
Executive 5,317,300 5,317,300 0 0.0
Higher Education 1,896,375,700 1,799,426,000 (96,949,700) (5.1)
History, Arts, and Libraries 49,363,700 52,111,300 2,747,600 5.6
Human Services 4,574,977,200 4,656,272,700 81,295,500 1.8
Information Technology 0 0 0 0.0
Judiciary 256,768,000 259,389,200 2,621,200 1.0
Labor and Economic Growth 1,266,757,900 1,332,128,500 65,370,600 5.2
Legislative Auditor General 14,026,700 14,026,700 0 0.0
Legislature 114,504,000 114,504,000 0 0.0
Management and Budget 342,209,800 383,122,900 40,913,100 12.0
Military and Veterans Affairs 127,749,800 128,707,500 957,700 0.7
Natural Resources 284,387,100 283,166,500 (1,220,600) (0.4)
School Aid 13,006,025,100 13,515,227,700 509,202,600 3.9
State 187,681,400 185,135,700 (2,545,700) (1.4)
State Police 540,139,900 503,190,300 (36,949,600) (6.8)
Transportation 3,360,195,600 3,424,465,500 64,269,900 1.9
Treasury (Debt Service) 119,986,400 83,123,000 (36,863,400) (30.7)
Treasury (Operations) 388,153,100 386,132,700 (2,020,400) (0.5)
Treasury (Revenue Sharing) 1,072,990,600 1,091,399,100 18,408,500 1.7
Treasury (Strategic Fund) 166,342,500 160,702,300 (5,640,200) (3.4
TOTAL APPROPRIATIONS $42,791,804,000 $44,037,129,400 $1,245,325,400 2.9%




Adjusted Gross

FY 2008-09 Governor's Recommendation

Transportation

Human Services

Education

Other

Community Health

Total = $ 44,037,129,400 I




Table 3

STATE SPENDING FROM STATE RESOURCES
FY 2007-08 VERSUS GOVERNOR'S RECOMMENDATION

FY 2007-08 FY 2008-09

Year-to-Date Governor's Dollar Percent

Department/Budget Area Appropriations Recommendation Difference Change

Agriculture $77,279,800 $78,342,600 $1,062,800 1.4%
Attorney General 43,527,900 44,192,800 664,900 15
Capital Outlay 0 27,774,900 27,774,900 100.0
Civil Rights 12,437,200 12,471,100 33,900 0.3
Community Colleges 318,928,800 302,228,800 (16,700,000) (5.2)
Community Health 4,987,648,000 4,976,392,000 (11,256,000) (0.2)
Corrections 2,066,234,100 2,049,994,500 (16,239,600) (0.8)
Education 14,111,900 15,055,300 943,400 6.7
Environmental Quality (Operations) 214,062,700 212,652,500 (1,410,200) (0.7)
Environmental Quality (CMI Bond) 5,663,200 5,663,200 0 0.0
Executive 5,317,300 5,317,300 0 0.0
Higher Education 1,888,975,700 1,792,026,000 (96,949,700) (5.1)
History, Arts, and Libraries 41,943,900 44,091,500 2,147,600 5.1
Human Services 1,368,108,700 1,437,971,400 69,862,700 5.1
Information Technology 0 0 0 0.0
Judiciary 245,889,400 247,827,200 1,937,800 0.8
Labor and Economic Growth 424,846,400 479,287,700 54,441,300 12.8
Legislative Auditor General 14,026,700 14,026,700 0 0.0
Legislature 114,104,000 114,104,000 0 0.0
Management and Budget 335,580,700 370,310,100 34,729,400 10.3
Military and Veterans Affairs 68,815,100 68,421,000 (394,100) (0.6)
Natural Resources 233,251,700 230,012,400 (3,239,300) 1.4)
School Aid 11,526,698,800 11,953,219,100 426,520,300 3.7
State 185,770,100 183,675,600 (2,094,500) (1.1)
State Police 384,898,100 399,671,100 14,773,000 3.8
Transportation 2,116,605,000 2,066,744,300 (49,860,700) (2.4)
Treasury (Debt Service) 119,986,400 83,123,000 (36,863,400) (30.7)
Treasury (Operations) 350,646,700 348,158,700 (2,488,000) (0.7)
Treasury (Revenue Sharing) 1,072,990,600 1,091,399,100 18,408,500 1.7
Treasury (Strategic Fund) 110,199,000 104,547,900 (5,651,100) (5.1)

TOTAL APPROPRIATIONS $28,348,547,900 $28,758,701,800 $410,153,900 1.4%




Figure C

State Spending From State Resources

FY 2008-09 Governor's Recommendation
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Table 4

GENERAL FUND/GENERAL PURPOSE
FY 2007-08 VERSUS GOVERNOR'S RECOMMENDATION

FY 2007-08 FY 2008-09
Year-to-Date Governor's Dollar Percent
Department/Budget Area Appropriations Recommendation Difference Change
Agriculture $31,158,100 $32,490,200 $1,332,100 4.3%
Attorney General 32,036,600 32,265,200 228,600 0.7
Capital Outlay 0 450,000 450,000 100.0
Civil Rights 12,437,200 12,471,100 33,900 0.3
Community Colleges 318,928,800 302,228,800 (16,700,000) (5.2)
Community Health 3,125,311,600 3,086,105,800 (39,205,800) (1.3)
Corrections 1,996,084,500 1,978,262,800 (17,821,700) (0.9)
Education 7,075,400 8,074,500 999,100 141
Environmental Quality (Operations) 31,763,200 44,998,600 13,235,400 41.7
Environmental Quality (CMI Bond) 0 0 0 0.0
Executive 5,317,300 5,317,300 0 0.0
Higher Education 1,761,775,700 1,675,926,000 (85,849,700) (4.9
History, Arts, and Libraries 39,298,300 40,111,700 813,400 2.1
Human Services 1,308,410,100 1,376,552,200 68,142,100 5.2
Information Technology 0 0 0 0.0
Judiciary 157,996,700 159,933,400 1,936,700 1.2
Labor and Economic Growth 46,002,700 94,350,100 48,347,400 105.1
Legislative Auditor General 12,486,800 12,486,800 0 0.0
Legislature 112,994,200 112,994,200 0 0.0
Management and Budget 267,479,200 292,616,000 25,136,800 9.4
Military and Veterans Affairs 40,386,500 40,120,600 (265,900) (0.7)
Natural Resources 22,743,200 23,458,900 715,700 3.1
School Aid 34,909,600 43,000,000 8,090,400 23.2
State 28,797,200 26,888,000 (1,909,200) (6.6)
State Police 273,579,300 286,041,200 12,461,900 4.6
Transportation 0 0 0 0.0
Treasury (Debt Service) 96,071,900 67,608,500 (28,463,400) (29.6)
Treasury (Operations) 63,419,300 64,826,400 1,407,100 2.2
Treasury (Revenue Sharing) 325,600 212,000 (113,600) (34.9)
Treasury (Strategic Fund) 29,493,800 29,542,700 48,900 0.2
TOTAL APPROPRIATIONS $9,856,282,800 $9,849,333,000 ($6,949,800) (0.1)%
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Figure D

General Fund/General Purpose
FY 2008-09 Governor's Recommendation
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SUMMARY OF MAJOR GF/GP APPROPRIATION CHANGES IN FY 2008-09

The Governor's FY 2008-09 GF/GP budget recommendation marks the sixth State budget that Governor Granholm has transmitted to
the Legislature. The Governor's budget recommendation, pursuant to constitutional requirements, is balanced between estimated
revenue and recommended appropriations.

Table 5 provides a summary of the FY 2008-09 GF/GP revenue assumptions included in the Governor's budget. The budget
recommends total FY 2008-09 GF/GP revenue of $9.9 billion. This includes a projected $125.5 million year-end balance carried forward
from FY 2007-08 and $9.2 million of current law GF/GP revenue estimated at the January 11, 2008, Consensus Revenue Estimating
Conference. Other GF/GP revenue changes recommended by the Governor, but not included in the consensus revenue estimate,
include $540.5 million of GF/GP revenue increases resulting from a freeze in revenue sharing payments to cities, villages, townships,
and counties versus the distributions of the full level of sales tax provided in law. The budget also includes a $16.2 million increase in
statutory revenue sharing payments, $34.8 million of reduced GF/GP revenue from the previously mentioned proposed changes to the
Michigan Business Tax, $45.0 million of increased GF/GP revenue resulting from charging a portion of the State short-term borrowing
costs to the School Aid Fund, and $6.5 million of revenue from the sale of surplus State property.

Table 5
GOVERNOR'S FY 2008-09 BUDGET RECOMMENDATION
GENERAL FUND/GENERAL PURPOSE REVENUE RECOMMENDATIONS
(Millions of Dollars)
Beginning Balance Carried Forward from FY 2007-08...........cccccvveeiiiiiiiiiiieee e seiiieeeeea e $ 1255
Consensus Revenue Estimate (January 2008) ...........uevvieeeiiiiiirieeieeeeesiiirieeeeeeesssnnneeeeeeees 9,193.7

Revenue Adjustments not Included in the Consensus Estimate:

REVENUE SNarNG FrEEZE .......ueiiiiiii e a e 540.5
Statutory Revenue Sharing 4.0%0 INCrEASE ......c.cuouiiiuiiiiiiieaaee i (16.2)
Michigan JOb Creation Credit ...... ... (34.8)
Shift of Short-Term Borrowing Costs to School Aid Fund ............cccccoiiiiiinniiiie, 45.0
Northville SUrplus Property SAlE.........ccccuuuiiiiieeiiiiiciieeee e e e e e e e nnrreaees 6.5
Subtotal REVENUE AQJUSIMENES .....uviiiiiiiiiiiiiiiie e r e e e e e st e e e e e s e ennrraneeeee s 541.0
Governor's GF/GP Revenue Recommendation ..........ccooiuuiiiiiiiaiiiiiiiiiiiiecee e $9,860.2

Table 6 provides a comparison of the Governor's recommended level of FY 2008-09 GF/GP appropriations with the year-to-date level of
FY 2007-08 GF/GP appropriations. The Governor's recommendation represents a $7.0 million decrease in GF/GP appropriations. This
net change in GF/GP appropriations can be best characterized by funding increases, funding reductions, and funding shifts. Actual
recommended funding increases total $463.3 million, funding reductions total $367.2 million, and the funding shifts to and from GF/GP
appropriations, and from GF/GP appropriations to other fund sources, result in a $103.1 million net decrease in GF/GP appropriations.
The funding shifts are defined as changes in the level of overall GF/GP appropriations that do not affect the actual level of a program.
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Table 6

GOVERNOR'S FY 2008-09 APPROPRIATION RECOMMENDATION
MAJOR PROPOSED CHANGES FROM FY 2007-08 YEAR-TO-DATE
GENERAL FUND/GENERAL PURPOSE APPROPRIATIONS
(Millions of Dollars)

FY 2007-08 Year-To-Date APPropriationNsS .........coocuuieeiieeaeeiaiiiiieee et a e eea e e $9,856.3
FY 2008-09 Governor's ReCOMMENAALIONS .......coiiuiiiiiiiiieaiiiiiiiie e 9,849.3
Net Change in APPrOPIIAtIONS .......eiii ittt e e e e e e e e e e e e e s e snnnbeeeaaaeeas $ (7.0
Total FUNAING INCIEASES ...uvvviieie ettt e ettt e e e st e e e e s s st e e e e e e s e e nssr e ereeeeesennnnneees $ 463.0
Total FUNAING REAUCLIONS ......eiiiiii e e e e e e e e e e s e nnnbreereaeeeaennnnes (366.9)
TOtal FUNA SHIfLS ...eiiiiiiiiie et e e s e e e e snbaee e (103.1)
Total GF/GP FUNAING ChaNQe ........ccciiiiiiiiiiiii ettt s et e e s stve e e e snaaeeaens $ (7.0

Table 7 provides a summary of the $463.0 million of GF/GP appropriation increases included in the FY 2008-09 budget
recommendation. A significant level of the recommended appropriation increases involves caseload and cost adjustments in the
Medicaid program in the Department of Community Health and the assistance programs in the Department of Human Services. These
caseload and cost increases in the two departments total $186.6 million. The budget includes 3.0% operations funding increases for
universities and community colleges. These operations funding increases total $52.2 million. Major new GF/GP funding initiatives in
the budget include $40.0 million in the Department of Labor and Economic Growth for a retraining program for displaced workers and an
$8.5 million funding increase for the Michigan Nursing Corps.

Table 7
GOVERNOR'S FY 2008-09 APPROPRIATION RECOMMENDATION
GENERAL FUND/GENERAL PURPOSE FUNDING INCREASES
(Millions of Dollars)

Department/Program
Agriculture

BOVINE TUDEICUIOSIS .....ooeiieiiie ettt e e nnee e e nnee s $ 17
Capital Outlay

ANMOIY REPAIIS. ..ci i ittt e e e e e e bbb e e e e e e e e snbeaeees 0.5
Community Colleges

OPEratioNS FUNGING ...ccciiiiiiiiieie et e et e e e e e e e e e e e e e e e e e nanes 8.6

Renaissance Zone Tax ReiMbUIrsemMent........occuuiiiiiiiaiiiiiiiieie e 0.5
Community Health

Public Health Programming...........oo e 1.6

Pilot Mental Health COUMS........ooiiiiiei it 2.3

Medicaid Caseload/Utilization/INflation ............coccveeiiiie i 60.6

Actuarially Sound Rates for Medicaid HMOs and Community Mental Health ....... 66.5

Long-Term Care EXPANSION ..........iiicuuuueiiieeeesiiiiiteetieeesssaasnreeeeesesssaasnsnneeeaeesannnnnes 12.9
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GOVERNOR'S FY 2008-09 APPROPRIATION RECOMMENDATION
GENERAL FUND/GENERAL PURPOSE FUNDING INCREASES
(Millions of Dollars)

Department/Program
Community Health (continued)
Annualization of Prior-Year Program Enhancements ...........cccocccuvieeieeiiniiiiieeeenn.
Quality Assurance Assessment AdjUSTMENES.........uuiiiiiiiiiiiiiiiiee e
Physician AdJUSTOr PayMENntS........ooiiiiiiiiiiiee et eee e
Physician AdjuStor PayMEntS........ooouuiiiiiiiiaai e
Corrections
Security/Metal Detectors at Parole OffiCes ........ccuuveiiiiiiiiiiieee e
Cell Phones for Parole/Probation OffiCers ...
Pardon/Commutation UNIt...........cceieiiiiiiiiiiiiee it sreee e
Local Reinvestment to Achieve Prisoner Reductions ...........ccccocviiviee e
Hepatitis C Testing and TreatMent...........coveeiiiiiiiieiieee e e e e e sssneeee e e e e s e
800 Additional PriSON BEAS ......cccoiiiiiiiiiiiiee ittt snaee e
Mental Health TreatMent...........ooiiiiiiiiii e
Correctional Officer Training SChOOI ..........oooiiiii e
Health Care FUNAING .........ouiiiiiiiii e e e e e
Correctional Facility Staffing.........ccooiiiiii e
INMALE LEGAI SEIVICES ....eeiiiiiieiii ittt e e e e e
FIEld OPEIAtiONS .....ceiiiiiiiee ettt e et e e e e e e s eaabb e e e e e e e e s aanes
Equipment and Special MaintENaNCE..........cccoviiiiiiiieee e e
Tai 7o) gaF=11To] TN IY=Tod o] 0o (oo | 2N
Education
Oversight of 21st Century SChools FUNd ............cccoiiiiiieeiiiiece e
Higher Education
(@0 =1 = U To] S 11 ] o 1 oo PSR
Agricultural Experiment Station ...........cooo i
Cooperative EXIENSION SEIVICE .....ccoiiiiiiiiiiiieae ettt e e e e e e e e e
TUItION INCENTIVE PrOQIram ..ottt a e e e e
History, Arts, and Libraries
ArtS and CURUIAl GIantS.....ccooii it a e e eb e
Record Center RelOCAtioN COSES.......uuuiiiiiaiiiiiiiiieee ettt e e e
Human Services
Assistance Programs Caseload and Cost AdjuStmentS...........ccccvvvveveeeevsicivnnennnn.
Child Day Care Rate INCrEASE..........ccuurieieie e ettt e e s s saeee e e e e e e annnees
Family Independence Program Rate INCrEaSE.........cccvvvvurrerreeeeeiiiiiinneeeee e s s
State Disability Assistance Rate INCreasSe..........ccccvvveiieeeeiiiiieeei e srseeee e e e
Food Stamp Program Federal SanCtion..........ccccvvveeieeiin i cesiee e
Rental Cost and Other MiSCEllANEOUS..........oi i

7.5
3.8
(3.7)

0.5
0.2
0.4
9.6
14.9
10.8
4.8
4.0
2.9
1.0
0.4
3.9
2.0
20

0.5

43.6
1.0
0.9
4.1

0.2
0.9

59.5
10.0
11.4
0.7
13
2.6
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GOVERNOR'S FY 2008-09 APPROPRIATION RECOMMENDATION
GENERAL FUND/GENERAL PURPOSE FUNDING INCREASES
(Millions of Dollars)

Department/Program
Judiciary

Pilot Mental Health COUNS........oiiii i 1.1
Labor and Economic Growth

NO Worker Left BENING .........ueiiiiiei e 40.0

Michigan NUFSING COPS ....eueiiiiieieeiiitite ettt e e e e e e e e e e e s asbbbeeeeaaaeeaaannnes 8.5
Management and Budget

State Building Authority Debt SEIVICE .........cooiiiiiiiiiiiiii e 5.0

Children’s OMBUASIMAN .......cooiiiiiiicire e e 0.1
Military and Veterans Affairs

Headquarters and AIMMOIIES ........cciiieceiieie e et e e e s s e e e e e e s s e e e e e e e s annnes 0.2

Military RetireMENT COSES ....uvvviiiiieeiiiiiiieii e e e s et e e e e s s e e e e e s s e snnraeeeeeeeeaennnes 0.2
Natural Resources

FOreSt RECIEALION ......veiiiiiiiieee ettt e 0.5

FOrest Fire Prot@CHION ........ueiiiiiie et a e e 0.5
School Aid

GF/GP Grant to School Aid FUNd.............ooiiiiiiii e 8.1
State Police

NEW TroOPEr SCHOOL......co e e e 7.3

Palm Print Collection and ANAIYSIS.........ccuiiiiiiiiiie e 1.0

Forensic Science Laboratory OPerationsS.............eeeeieeiiiiiiieiieeee e 2.0

Michigan Public Safety Communication SYStem............oooiuiiiiiiiiiiiiiiiiiieeee e 3.0
Treasury - Debt Service

Great Lakes Water Quality Bond Debt Service.........cccccoviiiiiiiiiiiiniiiieeeees 9.7
Treasury - Operations

Michigan Business Tax Implementation............ccuueeeiiioiiiiiiiiieeee e 3.4

Renaissance Zone ReIMBUISEMENLS .........ccoiiiiiiiiiiiiee e 0.7

Information TechNOlOgy COSES......cuuuiiiiiiiie i 0.4
Department-Wide Economic Adjustments

Wage and Salary INCrEASES .......ouuvuiiiiiee ettt 18.8

Employee INSUrance COSIES .........ccocuiiiiiiiiiiiiii s (22.3)

Retirement CONtHDULIONS ........coiiiiiii e 12.9

All Other ECONOMIC AQJUSTMENTS.......uiiiiiiiiiiiiiieit et 2.3

All Other FUNING AdJUSTMENTS. .. ...uiiiiiiiiei ittt 1.0
Total Major FUNAING INCrEASES .....ocueiiieieee ettt e e e e e e e e e e e e $463.0




Table 8 provides a summary of the $367.2 million of GF/GP appropriation reductions contained in the Governor's budget. The largest of
these recommended appropriation reductions involves the elimination of the FY 2007-08 extra funding for universities and community
colleges related to the FY 2006-07 delay of the final State payments to these educational institutions. The elimination of the funding
delay payments results in a $164.5 million GF/GP appropriation reduction. Other major funding reductions include Medicaid provider
reductions in the Community Health budget and approximately $50.0 million of undesignated savings in the Department of Corrections.
The other broad category of appropriation reductions includes savings of $42.9 million that would result from the refinancing of
outstanding general obligation bonds in the Department of Treasury.

Table 8
GOVERNOR'S FY 2008-09 APPROPRIATION RECOMMENDATION
GENERAL FUND/GENERAL PURPOSE FUNDING REDUCTIONS/ELIMINATIONS
(Millions of Dollars)
Department/Program
Attorney General
INformation TECHNOIOGY .....cciviieeiiiiee e e e sarree e $ (1.9
Community Colleges
Payment Delay Reimbursement (Elimination)..........ccccocccvveeeieeeiiiiiiiieeee e (25.8)
Community Health
Disproportionate Care Hospital Payments ..o, 3.8
Increased Pharmacy ReDAeS ........c.uuviiiiiiiii e (3.3)
Medicaid Long-Term Care Rate RedUCLION ..........ccoooiiiiiiiiiiiieeiiiieeee e (12.4)
Assumed Savings in LONG-TerM Care........ooocuuuieieiieaiiiiiiiiee e e e (12.9)
Creation of Mental Health Managed Care Risk POOL.............cccccceiiiiiiiiiiiis (7.3)
Second Disproportionate Share Hospital Pool (Elimination) (2.0)
Increase in Hospital and Nursing Home QAAP Gainsharing .........ccccccceveevviiivnneen, (36.2)
Corrections
Southern Michigan Correctional Facility (Elimination)...........cccccceevviiiiiieenee i (3.1)
Facility Maintenance (Eimination) ..........cccceeiiiiiieiiiee e e e e e (0.2)
Mental Health Training (EiMination) ............ooooiiiirieei e (0.2)
Regionalization Of FACIHIEIES ........ooiiiiiiiiiiiii e (1.2)
One-Time Funding AdjUSIMENTS .......cooiiiiiiiiieiie e (0.9
Facility Operating EffiCiENCI@S........ooiuiiiiiiii e (21.4)
Facility REPUINPOSING ..ottt e e e e (5.0)
Health Care EffiCIENCIES .......coiiiiiiiie e (4.0)
Program Reconfigurations and EffiCiencies..........ccccccvvvciiiiiiie e (2.8)
Proposed Policy Changes Leading to Prisoner Reductions............cccccceeeevveivnnen. (29.7)
Higher Education
Payment Delay Reimbursement (Elimination)............cccccciiviieeciiiiiiiniiene s sesinnnn (138.7)
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GOVERNOR'S FY 2008-09 APPROPRIATION RECOMMENDATION
GENERAL FUND/GENERAL PURPOSE FUNDING REDUCTIONS/ELIMINATIONS
(Millions of Dollars)

Department/Program
Human Services
Woodland East Juvenile Justice Facility (Elimination).........ccccccoeecvveeveeeisiicinnnn, (2.1)
Child Support Incentive Payments ............oooiiiiiiiiiiiiiee e (5.3)
Foster Care Caseload...........couui i (1.9
Strong Families/Safe Children ... (2.0)
Local Office CONSOlIAALION ......cciiiiiiiiiie it (0.8)
Grant to Grand Rapids Youth Commonwealth (Elimination)..............cccceeeeennnne. (0.2)
Various Other AdMINIStrative COSES.......coiiiiiiiiiiieie e (3.8)
Labor and Economic Growth
Focus HOPE Pilot Project to Implement JET Program (Elimination) .................... (0.2)
Management and Budget
AdMINIStrative OPEratiONS........ccciiiieiieiieee e e iesreer e e e e e s rr e e e e s ssrrnreerr e e e e e e nnenneees (0.2)
CiVil SErvice OPEIatIONS ........vvviiiiieeeieiiieier e e e e se s e e e e e e s srrrre e e e e e e s anerrrreeeeeaeanans (0.3)
Statewide Administrative Cost AllOCALIONS .........cccevveiieeeeiiiiee e (0.4)
State
Operations AJUSTMENTES .....ooiiiiiiie i e e e e e eaebeeee s (0.6)
State Police
Calumet Post Cost Property Purchase (Elimination)...........ccccccceeiiiiiiiiiieeneeennnee (0.5)
Treasury - Debt Service
Quality of Life Bond RefiNANCING ....vvvveeiiiiiiiiiicee e (22.9)
Clean Michigan Initiative Bond RefinanCing .........ccccvvvvveeiiiiiiieiieee e (20.0)
Treasury - Operations
Tax on Services Implementation (EliMination) ............cccccvveveeeeeiiiiiieenee e (0.4)
Individual Income Tax Implementation (Elimination)..........cccccccvvviviiireee e, (0.2)
Neighborhood Enterprise Zones (ElmMination)...........cccoeccvveieveeeiiiiiiiineeee e (0.2)
Senior Citizen Cooperative Housing EXemption.............ccceeiiiiiiiiiiiiniiiieeeeeenn (0.5)
Revenue Enhancement Programs .........ooucoiiiiiieiiee it a e (0.3)
Total Major Funding Reductions/Eliminations ...........ccccccuveeiiiiiieciiiiee e $(366.9)




Table 9 provides a summary of the $103.1 million of GF/GP appropriation reductions resulting from the shifting of fund sources that
have an impact on the level of GF/GP appropriations but do not have an impact on the overall size of a program. The largest of these
fund source shifts is a $176.9 million GF/GP appropriation reduction in the Medicaid program resulting from an increase in the Federal
Medicaid match rate received by Michigan. This increase in the Medicaid match rate results from the poor performance of the Michigan
economy in the past few years as compared with other states.

Table 9
GOVERNOR'S FY 2008-09 APPROPRIATION RECOMMENDATION
MAJOR GF/GP FUND SHIFTS TO INCREASE/(REDUCE) GF/GP
(Millions of Dollars)

Department/Program
Community Health

Merit Award Trust FUNd AJUSIMENT.......couviiiiiiiiiiiiiie e $ 453

Medicaid Benefits TruSt FUNG..........ooiiiiiiiiiiiie e 10.6

Federal Medicaid MatCh RAte ..........cevviiiiiieiiiiieee e (176.9)
Corrections

Telephone Fees and COMMISSIONS...........cccviviiieiees i e e e e e (1.6)
Environmental Quality

Replacement Fee Revenue With GF/GP ..o 13.5
Higher Education

TUItION Grant PrOgIam .......cciiec i iciiiieeee e e s s sttt e e e e e e e e e e e e e e e e e s snnnraaneeaaeeanannes 1.4

State Competitive Scholarship Program .........cccoocviiiiiiieiiiiiiiieeeeee e 1.2

Children of Veterans Income Tax Checkoff ..., 0.7
Human Services

Supplemental Security INCOME RECOVENES ........cccuvvviiiiiieeeiiiiieieeee e (4.3)

Local Office Field STaff ............oeiiiiiieeee e 3.6

Federal Medical Assistance Rate Change..........cccccceeviiiiciiiiieece e, (0.5)

Child SUPPOIt DNA TESHNG ....vvviviiiieeeeiiiiiiiiiiiee e e e e e s e e e e e s sssrrbreeeeeeessssnanees 0.2

Domestic Violence Prevention ...........c..uueeiiieiiiiiiiiiiiieeee et (2.0)
Treasury - Debt Service

Quality of Life Bond Debt SEIVICE ........ccuuviiiiiee e 4.8
Treasury - Revenue Sharing

County Revenue Sharing Fund Shift..........ccccccoeiiiiiii e, (0.2)
Total Major FUNAING ShiftS.......ccciiiiiiiiiiii ittt e e siae e aee e $(103.1)

17



SUMMARY OF MAJOR SCHOOL AID FUND APPROPRIATION CHANGES FOR FY 2008-09

The Governor's FY 2008-09 School Aid Fund (SAF) budget recommendation is built on assumptions as to the level of revenue available
to support appropriations. Table 10 provides a summary of the total SAF revenue that will be available to support appropriations. Total
FY 2008-09 SAF revenue assumed in the Governor's budget equals $13.5 billion. This revenue total includes $11.9 billion of State
Restricted SAF revenue estimated at the January 2008 Consensus Revenue Estimating Conference. In addition, the Governor's budget
assumes $48.5 million of surplus FY 2007-08 SAF revenue carried forward into FY 2008-09, a $43.0 million GF/GP grant to the SAF,
and $1.6 billion of appropriated Federal aid.

The Governor's FY 2008-09 appropriation recommendation for the SAF totals $13.5 billion. This recommended appropriation level
represents a $509.2 million increase from the FY 2007-08 year-to-date level of SAF appropriations. Table 11 provides a summary of
the details behind this recommended appropriation increase. The $509.2 million of net appropriation increase recommended in the
FY 2008-09 SAF budget includes $506.4 million of expansions of existing programs, $38.1 million of recommended new programs, and
$35.3 million of program reductions. The majority of the expansion of existing programs is accounted for by the recommended increase
in the basic foundation allowance and the appropriation of additional Federal funds. The major new program is the proposed planning
and construction grants for new small high schools and the major program elimination is the final payment of the Durant lawsuit
settlement, which was made during FY 2007-08. More details on the School Aid Fund budget are contained in the "Department/Budget
Areas" section of this report.

Table 10
GOVERNOR'S FY 2008-09 BUDGET RECOMMENDATION
SCHOOL AID FUND REVENUE RECOMMENDATIONS
(Millions of Dollars)

Beginning Balance Carried Forward from FY 2007-08 .........ccccccceeiiiiiiiiiinneeennininne $ 485
Consensus Revenue Estimate (January 2008).........ccuvveeeeeeeeiiiiiiiiieeeee e sciiieeeeens 11,870.6
Other School Aid Fund Revenue Sources:

L] ] = ] = | 43.0

[=0<T0 [T =1 A Lo [T 1,562.0
Governor's School Aid Fund Revenue Recommendation............ccceeveeeeiveeviiiieeeennenns $13,524.1
Governor's School Aid Budget Recommendation ..........ccccceevviiiviiieeee e $13,515.2
Governor's ENding BalAnCe........uuuiiieiiiiiiiiiieee ettt e e e $ 8.9
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Table 11

GOVERNOR'S FY 2008-09 BUDGET RECOMMENDATION
K-12 SCHOOL AID APPROPRIATION INCREASES
(Millions of Dollars)

FY 2007-08 Enacted Year-to-Date ApPropriationsS...........oocuuieeeiieeiniiiiiiieeeee e
FY 2008-09 Governor's Recommended AppPropriations.............eeeeeeeviieiiieieee e sisiiieeeenn.
Net Increase in APPrOPrIALIONS ......cciii ittt e e e e e e e e aeeeees

Recommended Appropriation Increases in Existing Programs:

Basic Foundation Allowance Increase $108/$216 Per Pupil (1.3%/3.0%) ............cccueenne
FeACIAl FUNGS ..ottt e e s
Durant Bonds DeDt SEIVICE ........coiiiiiiee e
School Bond Loan FuNd Debt SEIVICE........c.ueiiiiiiiieiiiie e
Michigan School Readiness Program: More Slots Funded ..............oocciiieeiiiiinniiiiieennn.
School Aid Fund Cash FIoW BOrrowing COSES .......ceiiiiiiiiiiiiieiaeee e eiiieeee e
Special Education State COSt INCIEASES. .......ocuuuiiiiieeee ettt eea e e
Renaissance Zone ReiMBDUISEMENt ...........oooiiiiiiiiiiii e
Early Childhood Investment Corporation (ECIC) .........cccooiiiiiiiiiiiieiiiiieee e
Student Data and School Personnel Tracking (CEPI) .........cooiiiiiiiiiiiiieiiiieeeeeeee
ISD Operational Increase (1.2%) and Technical Assistance Funding...........cccooccuvveeeenn.
MEAP/Michigan Merit EXam TeStNG ....ccuuvieiiiieeiiiiiiie ettt
Additional School-Based Health CEeNtErS...........coiiiiiiiiiiiiiiie e
Gifted and TAIENTEA .......oooiiiiiei e s
Subtotal Appropriation Increases in EXisting Programs ...........ccooouvieeieieennniiiieeeeeeneee

Recommended New Categorical Programs:

Small High School Startup and Facility Grants..........ccooouiiiiiiiiiiniiieeeeee e
Great Start — INNOVALIVE PrOGIamMS .......cooiiiiiiiiiieie ettt ee e e e e e
Grants to Sparsely Populated, Upper Peninsula DIStriCtS ..........cuuveeiiieiniiiiiieeee e
Replacing Lost MBT Revenue in Out-of-Formula DiStrictS .........cooviiiiieiiiieiiiiiiieeeen.
FIRST RODOTICS. ..ottt
Subtotal New CategoriCal Programs...........oou i uiuiiiiieaeie i eeinbeeee e e

Recommended Appropriation Reductions:

Durant Cash Payments (last payment occurs in FY 2007-08) ........ccoovcvvvveeereeeinsininnnen.
Elimination of Specific District Categorical Grants ..........ccccooccuiiiiiieeiniiiiiiieeee e
Educational Cost Reductions at Juvenile Detention FacilitieS..............cccvveeeieiiiniiiiinnen.
Central Michigan University's Lending Library Reduction .............ccccccoiiiiiiiiiii e,
Subtotal Appropriation REAUCLIONS .........coiiiiiiiiiiiiiie e
Total Recommended Appropriation Changes .........cccccvveviieee e

$

13,006.0
13,515.2

$

509.2

$250.8
86.0
41.9
37.1
24.0
22.2
19.8
7.5

5.0
4.3

2.9

2.2

2.0
0.7
$506.4

$32.0
2.5
1.3
1.3
1.0
$38.1

$(32.0)
(2.8)
(0.3)

0.2)
$(35.3)

$509.2
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FISCAL YEAR 2007-08 SUPPLEMENTAL APPROPRIATIONS

The Governor's FY 2008-09 State Budget Message includes recommendations for the enactment of FY 2007-08 supplemental
appropriations. The FY 2007-08 supplemental appropriation recommendations were transmitted to the Legislature on January 14, 2008,
January 15, 2008, and February 7, 2008. In addition to the FY 2007-08 supplemental appropriation recommendations, the Governor is
also asking the Legislature to appropriate $100.0 million of surplus FY 2007-08 GF/GP revenue to the Budget Stabilization Fund.

Table 12 provides a summary of the total FY 2007-08 supplemental appropriation recommendations pending in the Legislature. These
recommendations total $488.8 million of Gross appropriations and $43.2 million of GF/GP appropriations. The supplemental
appropriations cover a broad range of topics. First, the recommendations include the initial Capital Outlay appropriations for the fiscal
year. The FY 2007-08 Capital Outlay appropriations have not been enacted by the Legislature at this date. The Environmental Quality
budget includes a $11.0 million GF/GP supplemental to offset fee revenue supporting departmental programs that has not been enacted.
Other major supplemental appropriations include the financing of the election costs associated with the January 2008 presidential primary
election, increased funding for several K-12 School Aid categorical grant programs, and funding for the Michigan Strategic Fund Agency
resulting from the restructuring of existing State debt on the 21°' Century Jobs Fund. The recommendation also includes $30.0 million of
GF/GP funding reductions to reflect interest cost savings from the refinancing of State general obligation bonds.

Table 12
PENDING FY 2007-08 SUPPLEMENTAL APPROPRIATION
RECOMMENDATIONS FROM THE OFFICE OF THE STATE BUDGET
(Actual Dollars)
Office of the State Budget
Gross GF/IGP

Department/Item Appropriation Appropriation
Capital Outlay

Farmland and Open Space Development AcqUISItion ..........cccccceeeeiiiiiiiiieennn. $3,750,000 $ 0

State BUilding Mainte@NaNCe..........ooiuuiiiiieie et 2,000,000 0

Military Affairs - Special MainteNanCe ............cooiiiiiiiiiieiie e 15,000,000 0

Military Affairs - Camp Grayling COnStruCtion ............ccccoviiiiiiiiiiieeenniiiieeeennn 11,500,000 0

Natural Resources - State Parks MaintenancCe ..........cccoccvveeeiiieeeiiiiieee e 2,000,000 0

Natural Resources - FOrest ROAAS .........c..eveiiiiieiiiiiiieeeiiece e 500,000 0

Natural Resources - Waterways Boating Programs..........ccccoeeeieiiniiiiiineeneenn, 12,577,400 0

Natural Resources - Trust Fund Acquisition and Development Projects......... 35,266,200 0

Transportation - Maintenance and Renovations ..........cccooocuvieeiiieeininiiiieeeeenn. 14,305,000 0

Transportation - AirpOrt ProJECES.......c.uuiiiiiiiieiiieeiee e 183,191,300 0

State Building Authority Planning Authorization - 23 projects..........ccccccoevinee 2,300 2,300

State Building Authority Construction Authorization - Six projects ................... 600 600
Subtotal Capital OULIAY .........ueeiiiieiiii e e 280,092,800 2,900
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PENDING FY 2007-08 SUPPLEMENTAL APPROPRIATION
RECOMMENDATIONS FROM THE OFFICE OF THE STATE BUDGET
(Actual Dollars)

Office of the State Budget

Gross GFIGP

Department/Item Appropriation Appropriation
Community Health

Federal Medicaid Disallowance Settlement ...........cccccovvieeeniiieee e 35,939,600 35,939,600

Medicaid Funding - Quality Assurance Assessment Adjustments................... 101,204,900 0
Subtotal Community HEaIth ...........coiiiiieeee e 137,144,500 35,939,600
Education

Education AsSsessment OPEerations .......c..ueeveeeeeiiciuieeiieeessisiereeeee e e s s snnreeeeeeees 3,322,400 0
5101 o]0 r= 1IN =l [0 Tor= 1 1 To] o O PP 3,322,400 0
Environmental Quality

Air Quality FUN Shift..........oooiiiiir e 0 3,527,400

Environmental Science Fund Shift ..........ccccoviiiiiiii e 0 552,800

Water FUN Shift.........oooiiiiii e 0 2,302,400

Waste and Hazardous Materials Fund Shift..........ccccooviiiiiniinii e 0 1,577,400

Land and Water Management Fund Shift ............ccccoceeii e, 0 2,965,000

Office of Geological Survey Fund Shift ..........cccoveviieiiiii e, 0 75,000
Subtotal Environmental QUAIILY .........c.evviiiieee i 0 11,000,000
Higher Education

Michigan Merit Award Program ..........ccccuveeeiereeiiiiiiiieiee e e s e e e e s s snenneeeee s (7,700,000) 0

Michigan Promise Grant Program ........cccueeeereeeiiiiuiieieee s sssiereeese e e s s snnneneeeeees (2,000,000) 0
Subtotal Higher EQUCAtION .......ccciiiiiiiieiiic e (9,700,000) 0
Human Services

NULFIEION EQUCALION ....eiiiiiiiie ettt e et e e st sbaeeeen 9,688,400 0

Foster Care Payment Funding Shortfall .............cccoovevieeiiiiciie e, 2,281,200 1,175,500

Adoption Subsidy Funding Shortfall ..........cccccccoviiiiiiiie e, 374,600 236,000

Child Care FUNG ........oeiiiiiiiie e 838,600 838,600

Day Care Provider Rate INCrEASES.........uuuviieeeiiiiiiiiieiiee e e s seietee e e e e e s snraeeeeeee s 10,000,000 10,000,000
Subtotal HUMAN SEIVICES .......ooiiiiiiiiiiiice e 23,182,800 12,250,100
Judiciary

Trial Court AUtOMALION SUPPOIT......coi ittt e e 489,500 0
SUDLOtAl JUAICIAIY ...eeiiieiiiie e e e e e e 489,500 0
Labor and Economic Growth

Office of Financial and Insurance SEerviCes.......ccccccvviviiiiiiiiiiiiiiiiieeeee 1,429,600 0
Subtotal Labor and ECONOMIC GrOWEh.............uuuiiviiiiiiiiiiiieieiiieieieieieieineeeeeeeee. 1,429,600 0
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PENDING FY 2007-08 SUPPLEMENTAL APPROPRIATION
RECOMMENDATIONS FROM THE OFFICE OF THE STATE BUDGET
(Actual Dollars)

Office of the State Budget

Gross GFIGP

Department/Item Appropriation Appropriation
Natural Resources

Forest Recreation and TrailS ..........cceiiiiiiiiniiiiie et 500,000 500,000

WildFire PrOtECLION ....coiiiiiie et 500,000 500,000
Subtotal Natural RESOUICES.......oouuviiiiiiiiie ittt 1,000,000 1,000,000
School Aid Fund

Great Start Preschool Program ...........ccooicieiiieie i iisiieeiee e esseieeee e e e 4,700,000 0

Grants to Rural SChOOl DIStHCES .......cuvveiiiiiiiieiiiiee e 1,275,000 0

Student TeStiNg PrototyPeS ......c..vviiiiieee et seer e e e e e e 600,000 0

First RODOLICS Program ........cccuviiiiiie e e e 300,000 0

Student Testing - School Aid Replaces Federal Funding .........ccccceeevvvivvnnen. 3,322,400 0

Student Testing - Federal Funds Transferred to Education..................cccuvveee.. (3,322,400) 0

School Bond Loan Fund Debt SErviCe .........ccooviiiiiniiiiiiiiiee e 2,000,000 0
Subtotal SChool Aid FUNG .......coooiiiiiiiii e 8,875,000 0
State Police

N 01 I T 01 1,000,000 1,000,000

Laboratory OPEratiONS.........cccuuriieieeeieiiiierreee e e ssseteee e e e e s s snrnre e e e e e e s s annnrennreeees 2,000,000 2,000,000
SUDtOtal State POIICE ......eviiiiiiieec e 3,000,000 3,000,000
Strategic Fund Agency

Michigan Promotion Program - 21 Century Jobs FUNd ...........c.coveveveveueeennn. 60,000,000 0
Subtotal StrategiC FUND AQENCY .......cuviiiiei et e e e 60,000,000 0
Treasury

Quality of Life BONd DeDBt SEIVICE......uuuiiiiiiiiiiiiiiiee e (8,000,000) (8,000,000)

Clean Michigan Initiative Debt Service.........cccccceiiiiciiiiieie e (18,000,000) (18,000,000)

Great Lakes Water Quality Bond Debt Service.........cccovvveveeiiicciiiieeee e (4,000,000) (4,000,000)

Presidential Primary COSIS ......uuuiiiiieiiiiiiiiiieie e csriiieie e e e e st e e e e e snnnneee e 10,000,000 10,000,000
YU o o] = 1IN I == V11 | Y/ SRR (20,000,000) (20,000,000)
Total Pending Supplemental APPropriations ..........cccoeecuveeieeiieeiiiiciiiiiiiiea e $488,836,600 $43,192,600




FEDERAL FUNDS ASSUMPTIONS

The Governor's FY 2008-09 budget recommendation includes the appropriation of $14.8 billion of Federal funds. This appropriation
level is primarily based on the continuation of Federal appropriation policy currently in place. To the extent that the United States
Congress adjusts the funding levels of Federal aid to states, this appropriation of Federal funds will have to be adjusted. The budget
recommendation for the Department of Community Health includes the appropriation of $100.0 million of new Federal funds for the
Governor's Michigan First Healthcare Proposal, which was originally recommended by the Governor in FY 2005-06. This program,
which is designed to provide expanded health care coverage for low-income families, will not take effect without specific Federal
approval.

STATE REVENUE SHARING

The Governor's FY 2008-09 budget recommendation includes $1.09 billion of revenue sharing payments to cities, villages, townships,
and counties. This represents an increase of $18.4 million or 1.7% above the current fiscal year. The highlight of the recommendation
is a $16.2 million or 4.0% increase in the appropriated level of statutory revenue sharing payments. If approved, this will mark the first
increase in statutory revenue sharing payments since FY 2000-01.

Under the recommendation, revenue sharing to cities, villages, and townships would be computed by freezing combined constitutional
and statutory revenue sharing payments at the FY 2007-08 levels. Because constitutional payments are forecast to decline by 0.9%,
this would require all units to receive a statutory revenue sharing payment. Cities, villages, and townships then would receive an
additional amount equal to 4.0% of the local unit's FY 2006-07 statutory revenue sharing payment. The 868 local units, mostly
townships, that did not receive a statutory payment during FY 2006-07 thus would not receive an additional amount and would instead
receive the same combined payment that they received during FY 2007-08. The recommendation also includes $2.4 million for revenue
sharing payments to counties. This funding would go to six counties that have exhausted their property tax reserve funds and will now
be eligible to receive State revenue sharing payments.

PROPOSED FEE INCREASES

The Governor's budget recommendation contains no proposals for statutory changes in the existing levels of State fees supporting
State programs. The FY 2008-09 appropriation recommendations are based on the fee structure currently provided for in State law.

EMPLOYEE RETIREMENT CONTRIBUTION RATES

An important financial aspect of the State budget and the budget of local school districts involves the level of payments to be made by
employers into the major retirement accounts for State employees and employees of local school districts. The Governor's budget
recommendation contains the required FY 2008-09 employer contribution rates to the State Employees Retirement System (SERS) and
the Public School Employees Retirement System (PSERS). Table 13 provides a summary of these contribution rates for FY 2008-09
along with the contribution rates paid in FY 2006-07 and FY 2007-08. The FY 2008-09 employer contribution rates to the SERS
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represent a slight increase from the contribution levels during FY 2007-08. The health care portion of the SERS contribution rate
reflects increased payments by retired State employees for their health care coverage. The FY 2008-09 employer contribution rates to
the PSERS represent a slight decline from the contribution levels in FY 2007-08.

Table 13
RETIREMENT CONTRIBUTION RATES AS A PERCENTAGE OF PAYROLL
FY 2008-09
FY 2006-07 FY 2007-08 FY 2008-09 Change

State Employees Retirement System

Defined Benefit Pension 10.26%° 18.72% 18.84% 0.12%
Defined Benefit Health Care 12.20% 11.40% 11.80% 0.40%
Total Defined Benefit Costs 22.46% 30.12% 30.64% 0.52%
Defined Contribution Pension 5.30% 5.91% 5.91% 0.00%
Defined Contribution Health Care 12.20% 11.40% 11.80% 0.40%
Total Defined Contribution Costs 17.50% 17.31% 17.71% 0.40%

Public School Employees Retirement System

Defined Benefit Pension 11.19% 10.17% 9.73% (0.44)%
Defined Benefit Health Care 6.55% 6.55% 6.81% 0.26%
Total Defined Benefit Costs 17.74% 16.72% 16.54% (0.18)%

¥ Rate was lower than originally estimated due to the re-valuation of assets to their market value as of

September 30, 2006.

STATE CLASSIFIED EMPLOYEE FUNDING INCREASES

The Governor's budget recommendation includes funding for the FY 2008-09 increases in the cost of State employees. These costs
include salaries and wages, retirement contribution rates, employee health care costs, workers' compensation payments, and other
employee economic issues. Table 14 provides a summary of the cost increases that have been built into the FY 2008-09 appropriation
recommendations for these employee costs. The amount of the wage and salary cost increases and the employee insurance cost
increases have been affected by the contracts for State Civil Service employees that will take effect on October 1, 2008. State Civil
Service employees will not be receiving a general salary increase during FY 2008-09. The reduction in health insurance costs is a
direct result of new State Civil Service employment contracts that shift an increasing share of the cost of providing health insurance to
State workers from the employer to the employee in terms of higher monthly premiums and higher insurance co-pays.
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Table 14
FY 2008-09 STATE BUDGET RECOMMENDATION
ECONOMIC INCREASES INCLUDED IN BUDGET
(Millions of Dollars)

Gross GF/IGP
Wages and Salari©S..........cocuveiiiiiiiiee e se e $31.6 $18.8
Employee INSUranCe COSES......ccccoviiiiiiiiiiee e et e e e e e e (36.2) (22.3)
Retirement ContribULtiONS ...........ccooiiiiiiiiieee e 22.1 12.9
Workers' COMPENSALION........uuiiiieiiiiiiiiiiieeeee e eseiieee e e e e e e s srrrree e e e e e e e ans (0.9) (0.5)
All Other ECONOMICS ......ocuvviiiiiiiee ettt e e e e e 2.9 2.8
TOtal ECONOMICS .viiiiiiiiiectie ettt ettt et eaee e te e eaeeeaaeeneens $19.5 $11.7

TOBACCO SETTLEMENT APPROPRIATIONS AND REVENUE

The Governor's budget recommendation provides for $218.0 million of FY 2008-09 appropriations supported by tobacco settlement
funds revenue deposited into the Michigan Merit Award Trust Fund. Table 15 provides a summary of the tobacco settlement
appropriations and revenue included in the FY 2008-09 budget. Tobacco settlement revenue is expected to total $337.6 million during
FY 2008-09. The first $44.6 million of the revenue is used for debt service payments on bonds issued to finance the 21* Century Jobs
Fund in FY 2005-06. In addition, by statutory requirement, an additional $75.0 million of tobacco settlement revenue is deposited into
the 21° Century Jobs Fund during FY 2008-09. This leaves $218.0 million of FY 2008-09 tobacco settlement revenue that is deposited
into the Michigan Merit Award Trust Fund and appropriated in the Governor's budget recommendation.
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Table 15

FY 2008-09 TOBACCO SETTLEMENT
APPROPRIATIONS AND REVENUE

FY 2008-09
Gov's Rec.
MERIT AWARD TRUST FUND APPROPRIATIONS
Department/Budget Area
Attorney General
PN 40T a1 (=i T o [ PSR PPOTR $ 408,600
Community Health
MEAICAIA BASE ...ttt e e e e aaaeas 88,700,000
Medicaid Nursing Home Personal Needs Allowance ...........ccccccveeeviiciiieeneeennenns 5,000,000
AQING: RESPILE CaIE...cieiiiiieiieeiee e e ettt e e e e s s e e e e e e s st r e e e s e s snreaeeeeeeeeeannns 5,000,000
Total Community HEAIN .......eeeeiii e 98,700,000
Higher Education
Merit Award SCholarships ... 5,200,000
PrOMISE GIantS .. ...t e e e e e e e e e e s snnbeeeeaae s 90,500,000
TUItION INCENTIVE PrOGIaM .....ueiiiiiiieiiiiiie ittt e e e e e e e e e e eanes 15,850,000
Nursing Scholarship Program..........ooouiiiiiio e 4,250,000
Total HIgher EUCALION ........uuiiiiiiiiiie ettt 115,800,000
Department of Treasury
Merit Award AdMINISTFAtION .........coiiiiiiiiie e 1,453,000
Michigan Education Savings Plan ...........c..eeeviieiiiiiiiieecee e 800,000
Tuition Incentive Program Administration ..........cccueeveeeiiiiiiiiieeee e csiieeeee e e 426,700
INformation TEChNOIOQY .......coceeiiieiiie e 415,900
BI0] LI I (=T T U Y PR 3,095,600
Total Merit Award Trust Fund Appropriations .........ccuveeeeiiieiiiiiiiiiieecee e $ 218,004,200
Tobacco Settlement Revenue Estimates
Balance From Prior FiSCAl YEAI ........cou ittt $ 15,000,000
ANNUAL PAYMENTS ...ttt e e e e e e e s eebb e e e e e e e anneeeeas 321,700,000
INEEIEST EAININGS ....teeiiiiee ettt e ettt e e e e e e e et bbbt e e e e e e s e aanbaeeeeaaeeeeannneees 900,000
Total Tobacco Settlement REVENUE .......cooooiiiiiiiiiic e $ 337,600,000
Less Transfers Out For:
Payment on Bond SECUNLIZAtION...........cccuviiiiie e e e e e s sreer e e e e e eenes $ (44,600,000)
Deposit to 21st Century JOBS FUN ..........ovviiiiiiiiiiiiie e e e (75,000,000)

Net Revenue to Merit Award TruSt FUN .......ooovveiiiiiiiieie e $ 218,000,000




DEPARTMENT/BUDGET AREAS
Agriculture: The recommendation includes a $1.7 million Gross and GF/GP funding increase for bovine tuberculosis programs.

Attorney General: The recommendation includes a $1.4 million Gross and GF/GP funding reduction for information technology
programs within the Department.

Capital Outlay: As of February 7, 2008, the Legislature had not enacted Capital Outlay appropriations for FY 2007-08. On January 14,
2008, the Governor recommended to the Legislature the FY 2007-08 Capital Outlay appropriations. The Governor's FY 2008-09 budget
recommendations includes Capital Outlay appropriations. The FY 2007-08 Capital Outlay recommendation totals $280.1 million of
Gross appropriations. This amount includes $35.3 million for Natural Resources Trust Fund projects, $183.2 million for airport
improvement projects, $26.5 million for maintenance and construction projects in the Department of Military Affairs, and $12.6 million for
waterways boating access projects and numerous other maintenance projects at State buildings.

The FY 2007-08 Capital Outlay budget also included the recommendation for the planning of 23 construction projects at universities and
community colleges, the authorization of two construction projects at universities and community colleges, and funding for construction
projects at State buildings. These projects would be partially financed with bonds issued by the State Building Authority. The total of
the State Building Authority financing recommendations is $561.9 million. The remaining costs of these construction projects would be
from contributions made to the projects by universities and community colleges.

The FY 2008-09 Capital Outlay recommendation includes the continuation of funding of the FY 2007-08 recommendation submitted on
January 14, 2008, excluding the Natural Resources Trust Fund projects. The recommendations for Natural Resources Trust Fund
projects will be submitted to the Legislature at a later date. The FY 2008-09 recommendation does not include any additional projects to
be financed by the State Building Authority.

Civil Rights: The recommendation is primarily a continuation budget from the current fiscal year.

Community Colleges: The recommendation provides for an $8.6 million or 3.0% average increase for the operations funding for
community colleges. The increase is distributed pursuant to the performance indicators task force formula. This results in individual
increases that range from 2.4% to 3.9%. Table 16 summarizes the funding recommendation for each community college.

Community Health: The recommendation for the Department includes funding for continuing growth in Medicaid costs, although that
growth has slowed over the past year. That slowed growth, combined with cost reduction proposals and an increase in the Federal
Medicaid match rate, leads to a reduction in GF/GP funding for the Department.

The net savings in the budget are contingent on the acceptance of Medicaid cost reduction proposals, several of which will draw
attention from provider groups, particularly hospitals, nursing homes, and community mental health boards. These proposals include
reductions in payments to disproportionate share hospitals, nursing home rate reductions, reductions in nursing home admissions,
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reductions in payments to community mental health boards, and changes in the hospital and nursing home quality assurance
assessment funding, which will increase the net amount of these assessments received by the State. In total, these proposed policy
changes will result in GF/GP reductions of $68.8 million.

Corrections: The recommendation is highlighted by a small decline in overall appropriations. The last annual decline in appropriations
for the Department occurred in FY 2001-02.

Funding increases include $14.9 million for Hepatitis C testing and treatment for prisoners and $10.8 million for 800 additional beds.
The additional beds include adding an eighth bunk to seven-bunk open bays as well as opening a 240-bed unit at the Macomb
Correctional Facility.

Funding reductions include various operations and program reductions totaling $5.3 million, and the transfer of human resources
functions to the Department of Management and Budget, reducing appropriations by $13.4 million.

The budget also includes $50.0 million of savings through facility operating and health care efficiencies, facility repurposing, program
configurations and efficiencies, and a reduction in prisoners due to policy changes. In regard to operational and program efficiencies,
the budget proposes to implement health care efficiencies, changes in facility staffing assignments, consolidation of prison operations,
adjustments in prisoner housing arrangements, and changes in prisoner classification and new parole guidelines; the budget
recommendation does not specify how these savings would be achieved, however.

While the budget does not include any specific proposals for policy changes that would result in a reduction in prison population, the
budget proposes to use approaches as recommended by a potential initiative with the Council of State Governments. This initiative
would work to find policy reforms that would be acceptable to all involved parties.

Education: The recommendation includes increased Federal funding and increases in departmental employees for education
assessment and testing programs.

Environmental Quality: The recommendation is highlighted by a fund shift between State Restricted fund sources and GF/GP fund
sources. The FY 2007-08 budget assumed revenue from increased fees and those fee increases have not been enacted. The
FY 2008-09 budget recommendation includes $13.5 million of GF/GP funding increases to offset the fee increases that have not been
enacted. This leaves the major departmental programs funded at the current fiscal year levels.

Executive: The recommendation includes no funding adjustments from the current fiscal year.

Higher Education: The recommendation provides for a $43.6 million or 3.0% average increase for the operations funding for
universities. The increase is distributed based on a formula that takes into account three factors. These factors are the number of
undergraduate Pell Grant awards, research and commercial licensing activities, and academic degrees completed, with a higher weight
given to math, science, engineering, and health degrees. This formula will lead to increases in university operations ranging from 2.3%
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to 6.2%. The recommendation for financial aid programs represents a continuation of the policies in place during the current fiscal year.
Table 17 summarizes the Governor's recommendation for higher education appropriations.

History, Arts, and Libraries: The recommendation is primarily a continuation budget from the current fiscal year. Funding increases
are recommended to move the Department's record center from its current facility to a new location, where it would be located with
other departmental record storage.

Human Services: The budget recommendation for the Department of Human Services can best be characterized as a continuation of
current-year funding and service levels. The budget includes a $68.1 million or 5.2% increase in GF/GP funding over current year
appropriations. The recommendation does not provide for the funding of new initiatives and leaves current year programs largely
untouched from service reduction or elimination.

The GF/GP funding increases are largely driven by program caseload and cost growth. The budget estimates a need of nearly
$60.0 million GF/GP to fund the major income support and child care programs.

The budget identifies about $17.5 million of GF/GP funding reductions. These savings are mostly driven by recognition of Federal policy
changes, fund shifts, and the identification of administrative efficiencies.

Program increases are targeted to rate increases for child care providers and Family Independence Program and State Disability
Program recipients. The budget recommends a 2.0% grant increase for Family Independence Program and State Disability Assistance
Program recipients. A clothing allowance increase to providers and a $10.0 million GF/GP rate increase for child day care providers are
included in the budget.

Major policy changes included in the FY 2007-08 Human Services appropriation bill, including the closure of the Woodland East juvenile
justice facility, and rate increases for private agencies providing adoption and foster care services, are not modified in the FY 2008-09
budget proposal.

Information Technology: The recommendation for information technology services is primarily a continuation budget, with several
recommended changes. The Department of Corrections is recommended for a $2.1 million funding increase for maintenance, the
upgrading of departmental file servers, and the purchase of new personal computers. The Department of State Police is recommended
for a $3.6 million funding increase for the Automated Fingerprint Identification System and the Public Safety Communications System.
On an overall statewide level, the appropriation recommendation for all information technology expenditures represents a 1.2% increase
from the current fiscal year.

Judiciary: The recommendation is primarily a continuation budget from the current fiscal year. Increased funding of $1.1 million is

provided for a pilot mental health court project designed to keep mentally ill citizens out of the criminal justice system. This funding is in
conjunction with mental health treatment funding in the Department of Community Health budget.
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Labor and Economic Growth: The FY 2008-09 recommendation for the Department of Labor and Economic Growth includes several
proposed funding increases. These proposed funding increases would be funded with a combination of State Restricted revenue and
GF/GP revenue.

The regulatory side of the budget contains recommendations to add 71.0 full-time equated positions to be funded by $7.4 million in
State Restricted revenue. The majority of the proposed funding increase would be directed in the areas of insurance, banking,
mortgage lending, and payday lending services. This would provide increased oversight of the financial industry and would be financed
by fee schedules currently authorized by statute. The actual level of fees paid by the financial industry is likely to increase, but the
increases can be established by the Department under existing law and will not require any further action by the Legislature.

The GF/GP funding increases in the budget are for the expansion of two existing programs. The first would be the appropriation of
$40.0 million of GF/GP funding for the No Worker Left Behind Program, supplementing the $37.0 million of Federal funds currently
dedicated for this program. The second item would provide an additional $8.5 million of GF/GP funding for the Nursing Corps Program,
increasing it from $1.5 million to $10.0 million.

Legislative Auditor General: The recommendation contains no funding adjustments from the current fiscal year.
Legislature: The recommendation contains no funding adjustments from the current fiscal year.

Management and Budget: The recommendation is highlighted by the transfer in of two departmentwide functions. Human resources
services are being transferred into the Department from each individual State department and agency. This proposed consolidation is
designed to bring efficiencies to the delivery of human resources functions across State government. This transfer results in an
increase of 358.0 full-time equated positions and $33.4 million of Gross funding and $19.4 million of GF/GP funding. The second
function being transferred into the Department is the internal audit functions of State government. This transfer results in an increase of
51.0 full-time equated positions and $5.9 million of Gross funding. The budget recommendation also includes a $5.0 million Gross and
GF/GP funding increase for the projected debt service payments on outstanding bonds issued by the State Building Authority.

Military and Veterans Affairs: The recommendation is primarily a continuation budget from the current fiscal year. Adjustments are
made in the estimated levels of Federal funds available to support programs. The funding recommendation for grants to veterans'
service organizations is at the current fiscal year level.

Natural Resources: The budget includes $0.5 million of GF/GP funding increases each for forest recreation programs and the fire
protection programs. Other funding adjustments reflect the estimated levels of Federal and State Restricted funds available to support
programs. The major change in the level of State Restricted funding is a $2.5 million reduction in State Park operations to reflect
anticipated revenue.
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School Aid: The Governor's budget for FY 2008-09 provides for a foundation allowance increase between $108 and $216 per pupil.
School districts whose FY 2007-08 foundation allowances are $8,433 (the basic foundation allowance) or higher would receive $108 per
pupil, and districts at $7,204 (the minimum) would receive $216 per pupil. Districts in between those figures would receive an increase
between $108 and $216 per pupil, with higher increases provided to districts with lower foundation allowances. However, a new aspect
proposed in the budget reduces the per-pupil increase by 7.5% for each high school grade (9-12) not offered by a local district or charter
school. It is estimated that this high school grade proration would reduce spending by $3.0 million.

The Governor also proposes an additional $31.5 million for early childhood programs. Included in this overall increase is an extra
$24.0 million for filling more slots in the School Readiness Program, which provides preschool for at-risk four-year-olds. Total funding
for the School Readiness Program under the Executive Recommendation is $117.6 million, or 34,573 slots. The Governor also
increases Early Childhood Investment Corporation (ECIC) funding from $1.75 million to $6.75 million, or an increase of $5.0 million.
These dollars are offered as competitive grants to intermediate school districts (ISDs) for assessing early childhood needs and
availability, identifying local resources for children with disabilities, coordinating and expanding early childhood and daycare programs,
and evaluating local programs. Finally, within early childhood funding, a new program is proposed: Great Start - Innovative Programs,
at $2.5 million. This program would provide grants to ISDs to identify evidence-based practices that provide children ages 0-5 with
quality early learning experiences that promote school readiness, and develop model programs that can be used statewide.

A new 21° Century Schools Fund is proposed to be financed with up to $300.0 million of borrowing. The new borrowing is proposed to
be paid at a rate of $32.0 million per year for the next 20 years. This program would provide startup grants of up to $2.0 million, facility
grants up to $8.0 million (if matched by private money), or millage equalization funding for each small high school proposed in eligible
districts. In order to apply for this funding, a district would have to have at least one high school not making adequate yearly progress
for at least two years. Funding other than startup grants would be used in districts with more than 800 pupils in grades 9-12, to create
small high schools of not more than 450 students.

State: The recommendation is primarily a continuation budget from the current fiscal year. The budget does include a series of
administrative cost savings in several areas of the Department.

State Police: The recommendation contains several program expansions and enhancements. Funding for a trooper school that would
begin in September 2008 and graduate 80 new troopers in February 2009 is included in the budget. The last trooper school that
graduated was in February 2004. Other funding increases in the budget include increased funding for palm print collection and analysis,
increased funding for the operation of laboratories, and increases in information technology spending.

Transportation: The recommendation provides for an overall 1.9% increase in the level of Federal and State Restricted funding for the

Department. The budget includes full funding for transportation economic development projects that were reduced in FY 2007-08 to
provide for additional funding sources in the overall GF/GP budget.
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Treasury - Debt Service: The recommendation is a $36.9 million Gross and a $28.5 million GF/GP reduction in the overall level of
appropriations for debt service requirement on general obligation bonds. The appropriation reductions are a result of the refinancing of
existing outstanding general obligation bonds to take advantage of the recent reductions in interest rates on these bonds.

Treasury - Operations: The recommendation is highlighted by a number of program increases. Increased funding is proposed for
casino gaming administration to provide for the necessary oversight of the new casinos opening in Detroit. Administration of the
Michigan business tax is provided with a $3.4 million GF/GP funding increase. Other adjustments in the budget reflect a wide variety of
adjustments dealing with program expenditures and the availability of different fund sources.

Treasury - Strategic Fund Agency: The recommendation is primarily a continuation budget from the current fiscal year. The major
recommended change in the budget involves the Governor's proposal to borrow an additional $60.0 million for the 21* Century Jobs
Fund. This additional borrowing would be financed by restructuring the existing borrowing supporting the 21% Century Jobs Fund and
by extending the terms of the initial borrowing. The additional $60.0 million for the 21%' Century Jobs Fund is proposed to increase
spending on travel promotion and business promotion during FY 2007-08 and FY 2008-09.

Table 18 provides detail for the Governor's FY 2008-09 Gross and GF/GP appropriation changes compared with FY 2007-08.
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Table 16

FY 2008-09 COMMUNITY COLLEGES APPROPRIATIONS: GOVERNOR'S RECOMMENDATION

FY 2008-09 Governor's Recommendation (Performance Task Force Distribution)

FY 2007-08 50% Proportionate 17.5% Student 17.5% Weighted 15% Strategic Value Other Total Percent
College Year-to-Date* to Base Contact Hours Degree Formula Proportionate to Base Adjustments Increase Change
Alpena 5,034,800 75,500 13,600 25,300 22,700 137,100 2.7%
Bay de Noc 5,084,400 76,300 16,100 25,700 22,900 141,000 2.8%
Delta 13,458,400 201,900 74,000 103,300 60,600 439,800 3.3%
Glen Oaks 2,259,100 33,900 9,500 14,900 10,200 68,500 3.0%
Gogebic 4,207,700 63,100 7,400 11,800 18,900 101,200 2.4%
Grand Rapids 16,879,000 253,200 103,900 78,200 76,000 511,300 3.0%
Henry Ford 20,524,100 307,900 85,400 76,600 92,400 562,300 2.7%
Jackson 11,338,500 170,100 42,700 41,700 51,000 305,500 2.7%
Kalamazoo Valley 11,643,300 174,600 71,600 69,400 52,400 368,000 3.2%
Kellogg 9,129,600 136,900 41,800 53,400 41,100 273,200 3.0%
Kirtland 2,781,000 41,700 12,000 26,500 12,500 92,700 3.3%
Lake Michigan 4,919,800 73,800 24,000 18,500 22,100 138,400 2.8%
Lansing 29,183,800 437,800 124,800 174,200 131,300 868,100 3.0%
Macomb 31,158,600 467,400 156,500 158,700 140,200 922,800 3.0%
Mid Michigan 4,202,200 63,000 24,800 23,900 18,900 130,600 3.1%
Monroe 4,054,300 60,800 28,400 25,400 18,200 132,800 3.3%
Montcalm 2,919,500 43,800 16,400 19,800 13,100 93,100 3.2%
Mott 14,730,200 221,000 73,200 68,900 66,300 429,400 2.9%
Muskegon 8,369,000 125,500 34,100 27,100 37,700 224,400 2.7%
North Central 2,838,000 42,600 15,600 12,400 12,800 83,400 2.9%
Northwestern 8,531,900 128,000 34,100 24,800 38,400 225,300 2.6%
Oakland 19,698,200 295,500 169,300 99,800 88,600 653,200 3.3%
St. Clair 6,600,400 99,000 31,300 34,100 29,700 194,100 2.9%
Schoolcraft 11,516,300 172,700 81,700 69,900 51,800 376,100 3.3%
Southwestern 6,174,000 92,600 17,400 16,700 27,800 154,500 2.5%
Washtenaw 11,841,800 177,600 89,700 140,300 53,300 460,900 3.9%
Wayne County 15,586,500 233,800 96,700 54,300 70,100 454,900 2.9%
West Shore 2,156,900 32,400 9,800 10,300 9,700 62,200 2.9%
FY '07 Delayed Payment * See Notes
Reimbursement
Subtotal Operations $286,821,300 $4,302,400 $1,505,800 $1,505,900 $1,290,700 $0 $8,604,800 3.0%
At Risk 3,322,700 0 0 0 0 0 0 0.0%
Renaissance Zone 3,025,000 0 0 0 0 455,000 455,000 15.0%
Total Appropriation $293,169,000 $4,302,400 $1,505,800 $1,505,900 $1,290,700 $455,000 $9,059,800 3.1%
GF/GP $293,169,000 $4,302,400 $1,505,800 $1,505,900 $1,290,700 $455,000 $9,059,800 3.1%

Notes: For the purposes of this analysis, the FY 2007-08 $25,759,800 appropriation related to reimbursement for the August 2007 delayed payment is not included in the adjusted FY 2007-08 base.
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Table 17

FY 2008-09 HIGHER EDUCATION APPROPRIATIONS: GOVERNOR'S RECOMMENDATION

Formula Allocations

) (2 (3) 4 ®) (6) () ® 9) (10 (11)
FY 2007-08 FY 2007-08 Undergrad Research/ Degree Minimum AES/CES 3.0%; Dollar Change  Percent Change 2008-09
Adjusted Approp. Per Pell Grant Commercial- Completion Increase Compact Dues; FY 2008-09 From Adjusted From Adjusted Approp. Per
UNIVERSITIES Appropriation Student* Factor ization Factor Factor Adjustment Fin. Aid Adjust. Gov's Rec. 2007-08 2007-08 Student*

Central $81,941,100 $3,837 $459,800 $81,500 $1,231,400 $111,900 $83,825,700 $1,884,600 2.3% $3,925
Eastern 77,774,100 4,222 585,500 155,500 997,300 50,500 79,562,900 1,788,800 2.3% 4,319
Ferris 49,730,800 4,484 616,500 0 970,900 (20,300) 51,297,900 1,567,100 3.2% 4,626
Grand Valley 63,387,500 3,057 434,200 19,800 1,116,300 (20,100) 64,937,700 1,550,200 2.4% 3,132
Lake Superior 12,981,900 5,541 635,300 0 182,100 (10,400) 13,788,900 807,000 6.2% 5,885
Michigan State 290,139,800 6,753 1,542,400 1,554,000 4,755,000 0 297,991,200 7,851,400 2.7% 6,936
Michigan Tech 49,028,200 8,160 389,000 1,117,400 671,600 (27,800) 51,178,400 2,150,200 4.4% 8,518
Northern 46,171,500 5,408 631,100 0 439,700 (8,900) 47,233,400 1,061,900 2.3% 5,532
Oakland 51,932,900 3,549 339,000 369,600 847,600 (19,900) 53,469,200 1,536,300 3.0% 3,654
Saginaw Valley 28,356,200 3,603 612,900 3,400 396,100 (12,900) 29,355,700 999,500 3.5% 3,730
UM - Ann Arbor 323,439,900 8,020 1,001,100 3,837,200 5,351,600 0 333,629,800 10,189,900 3.2% 8,272
UM - Dearborn 25,295,000 4,196 626,100 289,800 580,100 (19,100) 26,771,900 1,476,900 5.8% 4,441
UM - Flint 21,379,900 4,065 806,700 85,400 325,100 (15,600) 22,581,500 1,201,600 5.6% 4,293
Wayne State 219,046,500 8,597 3,701,200 853,500 2,382,800 0 225,984,000 6,937,500 3.2% 8,869
Western 112,122,000 5,030 374,800 668,000 1,543,400 (7,400) 114,700,800 2,578,800 2.3% 5,146
Ag Experiment Station (AES) 33,996,200 1,019,900 35,016,100 1,019,900 3.0%
Cooperative Extension (CES) 29,322,300 879,700 30,202,000 879,700 3.0%
Higher Education Database 200,000 200,000 0 0.0%
Midwest Higher Ed Compact 90,000 5,000 95,000 5,000 5.6%
King-Chavez-Parks 2,691,500 2,691,500 0 0.0%
Total Universities $1,519,027,300 $5,734  $12,755,600 $9,035,100  $21,791,000 $0 $1,904,600 $1,564,513,600 $45,486,300 3.0% $5,906
State GF/GP $1,519,027,300 $12,755,600 $9,035,100 $21,791,000 $0 $1,904,600 $1,564,513,600 $45,486,300 3.0%
GRANTS & FINANCIAL AID
Competitive Scholarships $35,530,500 $35,530,500 $0 0.0%
Tuition Grants 56,668,100 56,668,100 0 0.0%
Work Study 7,326,300 7,326,300 0 0.0%
Part-time Independent 2,653,300 2,653,300 0 0.0%
Ed Opportunity Grants (MEOG) 2,084,200 2,084,200 0 0.0%
Byrd Scholarship Program 1,500,000 1,500,000 0 0.0%
Nursing Scholarship Program 4,250,000 4,250,000 0 0.0%
Michigan Merit Award Program 60,000,000 (54,800,000) 5,200,000 (54,800,000) -91.3%
Michigan Promise Grant Prog. 43,500,000 47,000,000 90,500,000 47,000,000 108.0%
Tuition Incentive Program (TIP) 21,100,000 4,100,000 25,200,000 4,100,000 19.4%
Children of Veterans Tuition 1,000,000 1,000,000 0 0.0%
Project Gear-Up 3,000,000 3,000,000 0 0.0%
Total Financial Aid $238,612,400 $0 $0 $0 $0 ($3,700,000) $234,912,400 ($3,700,000) -1.6%
Federal 7,400,000 0 0 0 0 0 7,400,000 0 0.0%
Merit Award Trust Fund 123,600,000 0 0 0 0 (7,800,000) 115,800,000 (7,800,000) -6.3%
MHEAA Revenue 1,200,000 0 0 0 0 (1,200,000) 0 (1,200,000) -100.0%
Carry-Forward Funds 1,400,000 0 0 0 0 (1,400,000) 0 (1,400,000) -100.0%
Veterans Tax Checkoff 1,000,000 0 0 0 0 (700,000) 300,000 (700,000) -70.0%
State GF/GP $104,012,400 $0 $0 $0 $0 $7,400,000 $111,412,400 $7,400,000 7.1%
TOTAL HIGHER ED $1,757,639,700 $12,755,600 $9,035,100  $21,791,000 $0 ($1,795,400) $1,799,426,000 $41,786,300 2.4%
TOTAL FEDERAL 7,400,000 0 0 0 0 0 7,400,000 0 0.0%
TOTAL STATE RESTRICTED 127,200,000 0 0 0 0 (11,100,000) 116,100,000 (11,100,000) -8.7%
TOTAL STATE GF/GP $1,623,039,700 $12,755,600 $9,035,100  $21,791,000 $0 $9,304,600 $1,675,926,000 $52,886,300 3.3%

Note: FY 2007-08 is adjusted to remove the one-time delayed payment.
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Table 18

GOVERNOR'S FY 2008-09 GROSS AND GF/GP CHANGES TO FY 2007-08

Governor's Changes

Budget Area/Line Items Gross GF/GP
Agriculture

Bovine tuberculosis increase (12.0 FTES)......cccoiiiiie it $1,700,000 $1,700,000
Federal funds redUCHION..........uuiiiie e e e e e e e e e e e e e snnrn e e e ees (6,400,000) 0
Management SErviCeS rEAUCTION ........c..uvieiiiee i i e e e s e s e e e e e s e e e e e e e s s nnnrrnereeee s (150,000) (150,000)
FTE adjustments: reduction of 100.0 FTES........ccccouuiiiieiiiiriiiieee s srvieee e e e e e s s nnvnnee e 0 0
(@ 11 1= o] =T T [ SRR (81,000) (900)
Human resources transfer t0 CiVil SEIVICE .......ccuviviiiii e (642,500) (350,500)
ECONOMIC A0JUSIMENES ...t e e e e e e e s e et e e e e e e s nnnn e ereaeees 184,200 133,500
TOtAl AGEICUITUTE ettt e e e e e e e e e e e e snnbaaeeeaaae e s (%5,389,300) $1,332,100
Attorney General

Adjust revenue sources to reflect memos of understanding .........ccccccceveeeiv i, $3,005,000 $0
[ ST 01 (=T 11 o3 1 T o PR (1,400) (1,400)
ECONOMIC A0JUSIMENES ...t e e e e e e e s e et e e e e e e s nnnn e ereaeees 416,800 230,000
Total AtLOINEY GENEIAL....ccii ittt e e e e e e e e e e e e $3,420,400 $228,600
Capital Outlay

Agriculture: farmland development rights acquISItion..........ccccceevviciiiiere e $3,750,000 $0
DMB: major special maintenance and remodeling...........cccccvveveiee i, 2,000,000 0
Military operations on urban terrain training COUISE ........ccuuuuiirieeeieiiiiiiieeeee e e e seeernrneeeeeees 40,000,000 0
Military and veterans affairs l[and acquUISItIONS...........ccveeiiiiiiiiiireee e 500,000 0
Military and veterans affairs maintenance/armory repairs .......cccccccovvevveeeeeeeeisscnveneeeeeens 12,900,000 450,000
DNR Parks and fOrESES ... ..uuiiiiiiie it e e e e e e s s e e e e e e e s enrn e ereeeees 4,800,000 0
DNR waterways iNfraStrUCIUIE .........cuvviiiiiee e cccceer e e e e s e e e e e e e s e nnnaneeeeee s 5,193,000

DNR waterways: Port Austin Site IMProVEMENTS.........c.covicviiiirreee e sneeee e 500,000 0
DNR waterways: Mackinaw City marina, phase V ..........coccieiiieee e 300,000 0
DNR waterways: metro beach metropark docks/upgrades...........ccooecvvveeieeeeiiiiciiennnnnenn, 2,400,000 0
DNR waterways: [and aCqUISItIONS ..........uueiiieiiiiiiiiiiiiiee s s e s e e e e e nraeeeeeee s 1,000,000 0
MDOT: Port Huron transportation SErviCe CENLEI .........cccivvcuvirireee e iecciieer e e e e e e e s seeeeeeeeas 1,915,000 0
MDOT: Fennville maintenance garage eXPanSiON ...........cocurrrrreeeesiniinieeereeeessnnnnreeeeeeees 945,000 0
MDOT: buildings, facilities, and miscellaneous maintenance ............ccccvvvveeeevevcvveeeeeeenn, 6,272,000 0
MDOT BEIONAULICS ..eeeiiitiieeeiitiiie ettt ee e ettt e e sttt e e ettt e e s st be e e e s stbeeeesssbeeeessnbaeeessabeeeesanbeeeeeanes 167,491,700 0
Total Capital OULIAY ......eeeeiiieee ettt e e e e e e e e e e e e $249,966,700 $450,000
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GOVERNOR'S FY 2008-09 GROSS AND GF/GP CHANGES TO FY 2007-08

Governor's Changes

Budget Area/Line Items Gross GF/GP
Civil Rights

Computer equipment and SoOftware UPGrade .............eeiieeeiiiiiiiiiiee e $75,000 $60,000
DIT 5.0%0 FEAUCTION ...cciiiiiiiittee ettt e et e e e e e e s e bbb e e e e e e e e e e nbnbreeeaaaaeas (600) (600)
Human resources transfer t0 CiVil SEIVICE .......cuuuviiiiiiiiee e (209,900) (198,100)
ECONOMIC AOJUSTMENTS ...ttt e e e et e e e e e e e eabnbaeeeaaeeeas 172,600 172,600
Total CiVil RIGNTS ..o $37,100 $33,900
Community Colleges

3.0% increase allocated through performance indicators ...........ccueeveeiiiiiiiiiiie e, $8,604,800 $8,604,800
Renaissance zone reimbursements ($3.025 million to $3.48 million)..........cccevceeiiienee 455,000 455,000
Eliminate one-time funding for August 07 delayed payment............ccccveeieeeeniiniiiiieneeenn. (25,759,800) (25,759,800)
Total CommUNItY COIEGES ....cviieii et et e e e ($16,700,000) ($16,700,000)
Community Health

Medicaid match rate from 58.10% 10 60.27%0 ......ceecveeireeerieeieeireecreesteeseesre e e sreesree st $0 ($173,658,300)
Title XXI match rate from 70.67% t0 72.19%0 .....eeeiiiiiiiiiiiiiiiie et 0 (3,240,500)
Changes in Federal authOrization ..............cooiiiiiiiiii e 9,221,400 (286,600)
Michigan Health Initiative funding adjuStments ..., (525,000) 866,700
Merit Award Trust Fund adjuStMeENnt ... 0 45,300,000
Remove funding for reverse 911 @t Car0 ........ooiiuuiiiiiiie et (50,000) (50,000)
Remove funding for SECtion 272 StUAY .....ccccoiiiiiiiiiiiiae et (150,000) (150,000)
Adjust gambling addiction revenue to SPeNding..........oocuuiiiiiiiiiniiiiiiee e (500,000) 0
Family support subSidy adjUSTMENTS ........cooiiiiiiiiiiiiie e (415,100) 0
Rebasing of State hospitals and CENLEIS.........oo i (7,231,200) 0
Increase in CMH and substance abuse Medicaid caseload .............ccccocveeviiieeiiiieeeennn, 22,228,700 7,608,800
CMH QAAP revenue adjuSIMENTS..........uueiiiiiiiiiiiieiii ettt e e e snbeeeeeaeas (2,463,300) 291,900
CMH actuarially SOUNG FALES ......ccuiiiiiiiiiiiiie ettt e e e e ee e e e e e s 58,744,700 20,108,300
CMH unrealized pharmacy Carve-in SAVINGS..........ueiiiiaaiiiiiiiieee e e e e (8,679,900) 5,231,400
Shift of risk pool fuNds t0 fACIHITIES ......cooiiiiiiiiee e 1,400,000 0
Shift of medical Services t0 faCIliIES ..........cuuvviiiiiiiei e 1,000,000 0
Mental health court Pilot FUNING ......oceeiiiiei e 2,253,800 2,253,800
Establishment of mental health central service fund.............cccceeiiii e, (7,250,000) (7,250,000)
Forensic center PharmMacy COSES .........uuiiiiiiiriiiii e 93,500 87,400
Base adjustment to DOC interdepartmental grant ...........coccueeiiiiieiiniiiieeeee e (1,071,800) 0
NeW DOC OULPALIENT tEAMIS.....cii ittt e e e e e s e e e e e e e s enbebeeeeaaeaeas 1,173,900 0
Residential treatment staffing iINCrease .........cooi i 1,181,400 0
Recognize Medicare part D revenue at facilitieS ..., 3,374,800 0
Private anti-ODESItY gIrantS .........cuii ittt a e e e 761,600 0




GOVERNOR'S FY 2008-09 GROSS AND GF/GP CHANGES TO FY 2007-08

Governor's Changes

Budget Area/Line Items Gross GF/GP
Community Health (continued)

Increase paternity registry IDG from DHS.........cuiiiiiii e 235,100 0
Public health physician practice ProjECt .........ooiiuuieiiiiie et 600,000 300,000
Federal funding for birth certificate standards...........ccccooiiiiieeeen 1,000,000 0
Recognize additional health professions restricted revenue.............cccuveeieieiiiiniiiiieneen, 1,187,200 0
Adjustments to primary care disproportionate share funding............cccccccooviiiiiiieennnnns 968,200 186,600
Hospital match for provider [0an repayment.......... ..o 105,000 0
Staff to reduce nursing home complaint backlog ............ccccoiiiiiiiii e, 376,600 82,900
Upgrade health professions phone SYStEM ...........uuiiiiiiiiiiii e 2,000,000 0
Shift background check COSES t0 PrOVIAEIS ... ..cuiiiiiiiiiiiieiie et (3,119,600) 0
Sexually transmitted disease initiative in Wayne CouNnty .............eeeeeieeiiiiiiiiiinee e, 1,000,000 1,000,000
Newborn screening revenue adjuStMentsS.........oc.uveiiiiiii i 297,900 0
Childhood blood lead tESE FEVENUE .........viiiiiiiieie e 475,000 0
Drug resistance staph tracking (NEW Program) ...........coooiuiieiiieeen e 300,000 300,000
New Federal bioterrorism match reqUIremMENtS ..........cooooiiiiiiiiiiie e (600,000) 1,077,300
Child teen health centers 1ocal grant ... e 75,000 0
Children's special health services base/caseload ... 11,355,700 6,276,700
Increase in Crime VICHIMS FEVENUE ........cuuiiiiiiiie ettt 115,300 0
Increase in Federal TItle V IEVENUE ........ccooiiiii it 395,000 0
Increase hospital QAAP to upper payment lIMit....... ..o 91,521,000 5,000,000
Replace shortfall in Medicaid Benefits Trust FUNd............ccccviiiiiiiiiniiiieeeee, 0 10,600,000
Reflect unrealized family planning WaiVer SAVINGS .........oooouuiiiiiieaiiiiiiieeee e 5,030,700 2,258,000
HMO QAAP FEVENUE ...ttt ettt e e e e e ettt e e e e e e s e s bbbe et e e e e e e e annbbbeeeaaaaeas 0 (1,218,300)
Medicaid FY 09 base, caseload, utilization, and inflation..............cccccooiiiinnii e, 125,243,000 38,951,400
HMO actuarial SOUNANESS .......ccooiiiiiiiiiiie ettt 116,691,700 46,361,600
Annualization of FY 08 funding INCrEASES ..........ueiiiiiiiiiiiiiiii e 18,768,300 7,456,700
Recognition of U-M contribution to healthy kids dental.............cccccoiiii, 1,600,000 0
School-based Services adjuUSIMENT.........ooiuiiiiiii e 5,773,300 (3,848,800)
Special financing adjUSTMENTS .........iiiiiiiie e (23,610,600) 3,788,700
Physician adjusStor PAYMENTS.........ooiiuiiiiiieie ettt e e e e e e e sanbe e eeeeas 42,734,300 (1,365,600)
Flow-through of former DSH revenue through HMO QAAP ..., 2,418,300 1,556,000
Reduce increase in nursing home variable COSt rate ..........cuueiviiiiiiiiiiiiieee e (31,261,900) (12,420,300)
Increase in PharmMacy reDAES ........oiueiiiii e (8,154,000) (3,239,600)
Recognize Medicaid False Claim ACt SAVINGS ........ueiiiiiiiiiiiiiiieee et e e 0 (100,000)
Elimination of second DSH POOI............uuiiiiiiiii e (5,000,000) (1,986,500)
Increased nursing home and hospital QAAP gainsharing.........ccccccooeviiiiiieiiiiniiiiieeeeen, 0 (36,197,800)
Assumed savings from reduced nursing home utilization ..............cccocceiiiiiic s (32,429,200) (12,884,100)
Expansion of home/community based waiver and PACE ............cccoocvviiiiiiiiiiiiiien . 32,429,200 12,884,100
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GOVERNOR'S FY 2008-09 GROSS AND GF/GP CHANGES TO FY 2007-08

Governor's Changes

Budget Area/Line Items Gross GF/GP
Community Health (continued)

Transfer "money follows the person grant” to HCBW ..o 5,000,300 0
DIT adjustments to restricted fuNiNg............oooiiiiiiii e 497,700 0
DIT 5.0% administrative redUCLION ............coiiiiiiiiiiiiieie e e e (8,500) (2,000)
Human resources transfer t0 CiVil SEIVICE .......cuuuviiiiiiiiee e (4,492,000) (2,782,400)
ECONOMIC AOJUSTMENTS ...ttt e e e et e e e e e e e eabnbaeeeaaeeeas 4,188,800 1,646,700
Total Community HEAIth .........cvviiii e $436,804,300 ($39,205,800)
Corrections

Hepatitis C testing and treatMent.............ooiii e $14,856,600 $14,856,600
AdItIONEA] DEAS ...ttt st 10,802,900 10,802,900
Mental health treatMENT...........oii e 4,802,000 4,802,000
LI U 01T To T ST U PR OUPTOP 3,997,800 3,997,800
Equipment and special MaiNtENANCE .........coooiiiiiiiiiiiiie e 2,000,000 2,000,000
Additional medical service providers and licensed practical NUrSes ...........cccueeeeeeeeiinnes 1,485,600 1,485,600
Nurse signing and retention DONUSES ........cciii i 801,000 801,000
DIT office automation rate adjuUSIMENTS..........ooiuuiiiiiiiiai e 976,400 976,400
Personal computer replaCemMEeNTS. ... ......eeiiiii it 750,000 750,000
Additional regiStEred NUISES .....coi ittt e e e e e aeeeaaa e as 631,000 631,000
Security and metal detectors for high-risk parole offices ..o 548,600 548,600
Deerfield staffing adjUuSTMENT..........ooo i 412,300 412,300
INMALE 1EQAI SEIVICES ...ttt e e et e e e e e e e e abbereeaaeas 390,000 390,000
Pardon and commUEALION UNIT ..........oooiiiiiiiiiie e 367,200 367,200
Emergency response team @qUIPMENT.......c..aaiiiuiuiriiiae et e e e e s e e e e e e eanbeeeeeea s 357,500 357,500
G S LBINEIS ...ttt bbb e b e shbe e s be e naneea 301,800 301,800
File and PriNt SEIVEIS ...t e e e e e e e e e abb e eeaaaeeas 300,000 300,000
Cell phones for parole and probation offiCes............ueiiiii i 248,000 248,000
Field OffiCe 188SE SPACE .........eieeiiii e 231,100 231,100
TrASH FEMOVAL.......ooiiiiiiiii e e e e 215,700 215,700
Parolee LEIN CRECKS ........oooiiiiie ettt snre e 79,900 79,900
PUGSIEY WOTIK CIEW....ciiiiiiiiiiieiie ettt e e e e e e e e e e e e e nbabaeeeaaeeeas 34,500 34,500
Water and SEWET FAtE INCIEASES.......coiuuriieiiiiite et e sttt e s e s b e e s b e s aaeee 25,900 25,900
Telephone fees and commISSIONS replacemMeNt.........ooovuiiiiiiii e 0 (1,600,000)
Local mental health training grants ... (100,000) (100,000)
Camp Manistiqgue maintenance and rePUrPOSING ......ccueueaiiriurrieeiaaaaaiiieieeeeaeeeareareeeeaaeeas (120,000) (120,000)
Mental health STUAY ... a e (400,000) (400,000)
ONE-tiIME COSE FEMOVAL ....ceiiiiiiiiieeie e e e e e e e e e e e e anes (510,000) (510,000)
[RXCTo (0] 4 F= 11 72= 11 [ o PP (1,071,000) (1,071,000)




GOVERNOR'S FY 2008-09 GROSS AND GF/GP CHANGES TO FY 2007-08

Governor's Changes

Budget Area/Line Items Gross GF/GP
Corrections (continued)

Southern Michigan Correctional Facility ClOSUIe .............cooiiiiiiiiiiiiieee e, (3,072,000) (3,064,500)
(o] (Tox 1To] g K =] (0] o FR TR OPPT (50,000,000) (50,000,000)
DIT adminiStrative reaUCTION ..........ooii et e e eeeaea s (5,600) (5,400)
Human resources transfer t0 CiVil SEIVICE .......cuuuviiiiiiiiee e (13,392,600) (13,217,500)
ECONOMIC AOJUSTMENTS ...ttt e e e et e e e e e e e eabnbaeeeaaeeeas 7,838,500 7,650,900
o) £ 1R O Y § £=Tod 4 o] I PRSP ($16,216,900) ($17,821,700)
Education

Add special education teachers/interpreters (6.0 FTES) .....ccuiiiiiiiiiiiiiieiiiiiiieeeee e $480,000 $0
Eliminate MSDB SUMMET INSHIULE ..........uuiiiiiiiiiiiiiii e (90,000) 0
Additional state program oversight (10.0 FTES) .....cooiiiiiiiiiiiiaee e 1,217,200 1,100,000
Best practices study on assessments for disabled students............ooccviiieiieiiiniiiiiiennnen. 300,000 0
Add funding for state testing item bank system (13.0 FTES) ......ccccuiiiiiiiiiiiiiiiiiieeeeeees 1,427,500 0
ElMINAte data SYSTEMIS. ... . ittt e e e e e e e e e e e e e eeaaeeeas (4,405,000) 0
Other QQJUSTMENTS ... ..ot e e e e e e et e e e e e e e e s e s anbeeeeaeaeeeaaanes (796,700) (113,800)
ECONOMIC AOJUSTMENTS ...ttt e e et e e e e e e s nbnbeeeeaaeaeas 127,800 12,900
o) = 1 o [V T o3 Lo o PRSPPI ($1,739,200) $999,100
Environmental Quality

Fund shift from restricted permit fees to General Fund.............cccccoiiiiinniiiiee, $0 $13,473,300
Federal funds adjUSTMENTS ........coiiiiiiiiiiiii ettt e e e e e snbe e eeaeas (1,227,600) 0
FTE adjustments: reduction of 100.0 FTES........ccuuiiiiiiiiiiiiieeeee et 0 0
OthEI CRANGES ...t e e e et e e e e e s s bnbee e e e e e e e e e aanes (51,900) (600)
Human resources transfer t0 CiVil SEIVICE .......cuuuviiiiiiiiie e (1,476,000) (315,500)
ECONOMIC AOJUSTMENTS ...ttt e e e e e e e e e e nabbreeeaaeeeas 639,800 78,200
Total Environmental QUality ........ccoiiuiiiiiiiiie et ($2,115,700) $13,235,400
Executive Office

NO changes reCOMMENTEM .........ccciiiiiiiiiiie ettt ebe e sbe e sreesaae e $0 $0
Total EXECULIVE OFfiCE ..iiiiiii it $0 $0

Higher Education

Eliminate one-time funding for August 07 delayed payment............cccceeieeeeiinniiiiieneeenn. ($138,736,000) ($138,736,000)
University operations: total average increase of 3.0%0 ...........eeeivieiiiiiiiiiiieeeee e, 43,581,700 43,581,700
Agricultural experiment station 3.090 INCIEASE ......cccieeiiiiuriiiiieae et a e 1,019,900 1,019,900
Cooperative extension Service 3.0%0 iNCrEASE .........ueiiiieeiiiiiieiiieie et e e riireee e e e 879,700 879,700
Midwest higher education compact dUES INCrEASE ...........cccuvvveieiieiiiiiiiiiieie e 5,000 5,000
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GOVERNOR'S FY 2008-09 GROSS AND GF/GP CHANGES TO FY 2007-08

Governor's Changes

Budget Area/Line Items Gross GF/GP
Higher Education (continued)

Adjust funding for Merit AWAAS ............eiiiiiiiii e (54,800,000) 0
Add funding fOr PromiSE grants ..........eeiiiii i e s e e e e e e 47,000,000 0
Increase for Tuition Incentive Program (TIP) due to caseload..............ccccceeeiiiiiiiiinnennn. 4,100,000 4,100,000
Replace restricted revenue fund sources with GF/GP ..., 0 3,300,000
Total HIgher EQUCALION .......ocoiiiiiic ettt st e e e ($96,949,700) ($85,849,700)
History, Arts, and Libraries

Records Center relOCALION .........cocuiiii it e s sbr e e $1,154,700 $603,400
HAL fund expenditures brought on-budget ..............oooiiiiiii e 1,302,700 0
IT upgrades fOr dePartMENT ...........ooi it e e e e eab e eeeea s 179,500 179,500
AIES GFrANES INCIBASE. ...ttt et e ettt e e ettt e e e e e e e bbb ettt e e e e e s s babbe e e e e e e e e annnbbbeeeaaaeaaanns 250,000 250,000
Michigan history day elimination ..............oooiiiiiiiii e (25,000) (25,000)
REVENUE AdJUSTMENTS ...ttt e e e e e e e e e e e e e e snnbeaeeeaeas 588,100 (15,400)
DIT 5.0%0 FEAUCTION ...cciiiiiiiittee ettt e et e e e e e e s e bbb e e e e e e e e e e nbnbreeeaaaaeas (7,300) (7,000)
Human resources transfer t0 CiVil SEIVICE .......cuuuviiiiiiiiie e (228,000) (228,000)
ECONOMIC AOJUSTMENTS ...ttt e e et e e e e e e s nbnbeeeeaaeaeas 62,300 55,900
Total History, Arts, and LiDrarieS.......ccccoceiei it $3,277,000 $813,400
Human Services

Increase private authorization to recognize NeW grants..........ccccceevviiiiiieeieeneiniiiiieeeeeeennn $1,000,000 $0
Increase GF/GP to support paternity teStNG .........uueeeiiie it 0 185,900
Increase restricted authorization for bench warrant fees ............ococcevviii e, 170,000 0
Federal nutrition education grant INCrEASE ........c.uvueiiiiie et 14,900,000 0
Jobs, education, and training (JET) fund Shift ... 0 (1,362,800)
Domestic violence funNd SIftS ... 0 (1,504,300)
Foster care base adjuSIMENT........oooiuiiiiiei e (5,887,600) (2,882,000)
Reverse Title IV-E reform savings (fOStEr Care) .........oovuiiiiieiiiiiiiiiiieeee e (24,138,500) (7,083,600)
Newly licensed fOSter NOMES COSE........uuiiiiiiii e 8,107,300 4,053,700
Maintenance payment newly licensed foster hOMes..........ccueveviiiiiiiiiiie e, 5,532,800 2,226,900
FOSLEr CAre rate INCIEASE. ... ..eeii ittt ettt e st e st e e e e e aneee 3,765,700 1,885,200
Annualize private agency funding related to Maxey ClOSUre..........c.eeeeveeiiniiiiiiieeieeeeens 2,555,000 1,233,300
Foster care fund SoUrce adjuStMENt..........cooi i 0 450,000
Adoption subsidy base adjuSTMENT.........cuoi i 4,289,000 4,506,100
Adoption caseload reduction fFUNING ...........ooouuiiiiiiii e 2,372,700 1,232,200
Annualize 4.0% increase in adoption CONract rates ............ceeeriiiiiiiiiieeein e 374,600 236,000
Children's services fund source adjuStmMent............uueiiiiiiiiiiie e 0 982,500
Strong families/safe children reduction .............c.cccoiiiiiiiiiiii e (2,000,000) (2,000,000)




GOVERNOR'S FY 2008-09 GROSS AND GF/GP CHANGES TO FY 2007-08

Governor's Changes

Budget Area/Line Items Gross GF/GP
Human Services (continued)

Michigan youth opportunity initiative (NEW) .......c.eueeiiiiee e 1,225,000 0
Annualize full-year savings related to Maxey ClOSUIe ... (4,269,000) (2,134,500)
Annualize funding for private agency placements..............eeeiiiiiiiiiiiiiieiee e 842,900 842,900
Reverse Title IV-E reform savings (child care fund)............cccoeiiiiiiieee, 12,083,600 7,083,600
Child care fund rate iNCIEASE .........cuueiiiiiiiiee ittt 1,705,400 1,705,400
Child care fund base adjuSTMENT.............uuiiiiiii e 15,000,000 15,000,000
County juvenile officers fund source adjustment. ..o 0 244,600
Federal reduction for food stamp OPeration ... 0 3,586,000
Food stamp reinVeStMENt INCIEASE .........ueiiiiiiiiiiiiiiie ettt ee e 1,320,000 1,320,000
ONE-tIME MOVING COSES ...iiiiiiiiiiiitteiii ettt e ettt e e e e e e e s e bt be et e e e e e e s e sabnbeeeeaaeeeaaannnes 2,136,000 1,568,000
INCrEASEA FENT COSES .....utiiieiiiieie ettt ettt ettt e et e e sk e e s st e e e e s sab e e e e e sabe e e e e abneeeeaaes 871,300 639,600
Occupancy charge fund source adjuStMeENt..........ooiiiiiiiiiiieiin e 0 600,000
Local office CONSONAALION ..........eoiiiiiiiii e (1,090,000) (800,200)
Foster care worker background check analysts ... 182,800 182,800
Child and adult licensing restricted fund adjustment ..., (349,800) 0
Family independence program (FIP) base adjustment ............cccccoiiiiiiiiiiininiiiiieeeeeee, 19,010,900 19,010,900
FIP savings for newly licensed fOSter Care CaSES ........cooiiuuiiiiiiieiiiiiiiiiieee e (2,684,700) (2,684,700)
FIP Qrant INCIEASE ...coii ittt ettt e e e e e e e st e e e e e e e e e snnbbbeeeaaaeaean 7,484,400 7,484,400
FIP clothing alloWanCe INCIrEASE ............uuiiiiiieei ettt 3,920,500 3,920,500
Child support pass-through SAVINGS .........eeiiiiiiiiiiie e (5,300,000) (5,300,000)
Child support collection fund Shift...............eoeiiiii e 0 2,000,000
FIP savings from SSI repayments (NEW POIICY) .....eevviiiiiiiiiiiiiiiiiee e 0 (4,338,300)
Child daycare base adjuStMENt ..........oouiiiiiiiii e (1,095,300) (1,095,300)
Child dayCare rate INCIEASE ........uiiii ettt ettt e e e e e et e e e e e e e e e snbbeeeeeaens 20,000,000 20,000,000
State disability assistance (SDA) base adjustment...........c.ccoooiiiiiiiiiiiiiiii e 4,585,500 4,585,500
SDA QFANT INCIEASE ....uetteeiieie e ettt e e e e e ettt ettt e e e e e s e bae e e eeaae e e s aabbeeeeaaeeeaaanbbsaeeaaeeeaaannnnees 696,900 696,900
SDA FUNA SN 0 (500,000)
State supplementation base adjuStmeENnt ... 1,916,600 1,916,600
Camp O'Malley grant reUCLION ..........oiiiiiiiiii e (126,500) (126,500)
DHS information technology administrative SaviNgS .........cccvveeeiieeainiiiiiiieeee e (5,318,200) (2,810,200)
DIT adminiStratiVe SAVINGS .....veeeeieaeieiiiiiieeia ettt e e e et e e e e e s e s ainbaeeeeeaeesaaannreeeeaeaens (9,100) (3,300)
AQENCY FEOIGANIZALION .......tiiiiiii ettt e ettt e e e e e st e e e e e e e e s anbaraeeaaaaeeas (1,257,300) (1,000,000)
Medicaid match rate from 58.10%6 t0 60.27%0 ........eeeieieeiiiiiiiiiiieee e 0 (6,390,300)
Human resources transfer t0 CiVil SEIVICE .......ccuuvviiiiiiiie e (4,961,600) (1,413,100)
ECONOMIC AOJUSTMENTS ...ttt e e et e e e e e e s nbbbreeeaaaeeas 3,734,900 2,191,700
TOtal HUMAN SEIVICES ..ottt ettt $81,296,200 $68,142,100
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GOVERNOR'S FY 2008-09 GROSS AND GF/GP CHANGES TO FY 2007-08

Governor's Changes

Budget Area/Line Items Gross GF/GP
Information Technology

PC and server replacement for various departments............cccceeeeiiiiiiiieiee e $1,685,800 $0
Ongoing maintenance Of VarioUS SYSEIMS ......cciiiiiiiiiiiiieiiee et 3,947,800 0
New staff for criminal justice information center and DHS ...........cccooiiiiiiiiiniiieeee, 421,200 0
Disaster recovery for public health systems in DCH ...........cceeiiiiiiiiiiiieeeeeeeen 327,600 0
REtireMENt SYSTEIM COSES .....uiiiiiiiieii ittt e e e e e e e e s bbb reeeaaeeeas 369,700 0
Software licenses and system upgrades for HAL and DCH...........ccccccviiiiiiiiiiiiiiiiiinen, 205,000 0
Support for office automation iN COMTECHIONS ........coiiiiiiiiiiie et 976,400 0
Departmental adjustments t0 IT IDGS ......uuiiiiiiiiiiiiiiiiee et (178,700) 0
TechniCal AdJUSTMENTS......... it e e e e e e nban e e e e e e e e as 2,996,800 0
Department of Human Services overall reduCtion............cocuueiiiiiiiiiiiiiiie e (5,318,200) 0
Remove one-time fFUNAING .........oooiii e (1,008,000) 0
AdMINISTrative FEAUCTION .......ueiiiiii ittt e e e e e e b eee e e e e e (233,400) 0
ECONOMIC AOJUSTMENTS ...ttt e e e et e e e e e e e eabnbaeeeaaeeeas 932,800 0
Total Information TEChNOIOGY ...ueviiiiiiii i $5,124,800 $0
Judiciary

Next generation judicial iNnformation SYSIEMS ..........uuiiiiiiiiiiie e $652,700 $0
Pilot mental NEalth COUIS ........uiiiiiie e 1,100,000 1,100,000
OASI and social security adjustments for JUAQES..........uuviviiiiiiiiiiieeeee e 248,300 248,300
Defined contribution costs for newly elected jUdgES .........oocuvviieiie i 197,400 197,400
ECONOMIC AOJUSTMENTS ...ttt e e e e e e e e e e nabbreeeaaeeeas 422,800 391,000
o)t I VYo [T - Y PRSPPSO $2,621,200 $1,936,700
Labor and Economic Growth

OFIS mortgage fraud reguIation ............ooo i $2,859,200 $0
OFIS financial inStitution reguIatioN...........c.uviiiiie e 1,817,700 0
NO Worker Left BENING ......c.oviiiiiie e 40,000,000 40,000,000
N TUT =71 g To [ oo 5 o 1< T TR UURTUT RO 8,500,000 8,500,000
Jobs, education, and traiNing (JET).......eeu et e e e e e e e (4,467,600) 0
Employment relations, construction, admin. hearings caseload .............ccccccooviiiiiienneenn. 1,090,700 0
Liquor control local grants and direct shipper liCENSEes ...........ccveiiiiiiiiiiiiee e, 620,000 0
IT upgrades for OFIS, admin. hearings, and postsecondary ed. ..........cccccccviiiiiiiienanenn. 1,959,500 0
Focus: HOPE JET pilot @limination ............coooii i (140,000) (140,000)
Occupational regulation investigate unlicensed actiVity ...........cccueeeeieiiiiiiiiiiieee e, 1,050,000 0
REVENUE AdJUSIMENTS ...ttt e e e e et e e e e e e e e e snnbeaeeeaeas 9,022,300 0
DIT 5.0%0 FEAUCTION ...cciiiiiiiittee ettt e et e e e e e e s e bbb e e e e e e e e e e nbnbreeeaaaaeas (43,000)

Human resources transfer t0 CiVil SEIVICE ...........uueeiiiiiiiiiiiiii e (2,641,700) 0




GOVERNOR'S FY 2008-09 GROSS AND GF/GP CHANGES TO FY 2007-08

Governor's Changes

Budget Area/Line Items Gross GF/GP
Labor and Economic Growth (continued)

ECONOMIC AOJUSTMENTS ...ttt e e e e e e e e e e e abbbaeeeaaeeeas 1,994,900 (12,600)
Total Labor and ECONOMIC GroWth .......coviiiiiiiiiiciice e $61,622,000 $48,347,400
Legislative Auditor General

NO changes reCOMMENAEM .........oooiiiiiiiiiiiiie e e e e e e eeeeaeas 0 0
Total Legislative AUditor GENETal .........cccuviiiiiiiiic e $0 $0
Legislature

NO changes reCOMMENAEM .........oooiiiiiiiiiiiiie e e e e e e eeeeaeas 0 0
TOtaAl LEGISIALUIE ...t e st e e e et e e e e st e e e s e tre e e e e nreas $0 $0
Management and Budget

State building authority rent @djuStMENES .........coooiiiiiiiiii e $5,000,000 $5,000,000
Building occupancy charges adjuSIMENTS ........oouuuiiiiiiee e 446,100 0
Statewide cost allocation plan (SWCAP) adjustmentS...........ooiuiiieeiieiniiiiiiieeee e 0 (443,100)
Eliminate one-time enhancements for retirement SErVICeS ........cccccovviuiiiiiiieeiiiniiiiieeeeenn, (798,000) 0
Increase funding for professional development ... 71,000 0
Transfer of departmental internal audits to budget office..........oooiis 5,870,400 0
INcrease for INerNal QUAILS ........coiii i e s 31,600 0
Parking enforcement effiCienCIeS ..........uuiiiiiiiiii e (300,000) 0
AdMINIStrative effiCIBNCIES .......oii i e e (274,000) (150,000)
Civil Service Commission administrative efficiencies...........cccccciiiiiii e, (300,800) (300,800)
Fully fund children's ombudsman sSupervisor POSItioN..............cceueeiiiiiiiiiieeee e 80,000 80,000
State-owned property utilization study/relocating personnel...........cccccoooiiiiiiiiieiiiiiinnnen. 550,000 0
Add staff to Office of Retirement Services (ORS) (6.0 FTES)......coocuviiieiieeiiniiiiiieeeeeene 440,000 0
ORS interactive voice response hardware/software upgrade...........cooccvveeeieieiniiiiiieeennn. 357,700 0
DIT 5.096 FEAUCTION ......evieiitite sttt ettt ettt ettt b et e et e st e e e sab e e ssbe e s abee e sabeeesnneeaa (40,000) (17,200)
Human resources transfer to Civil SEIVICE ........ccovvviiiiieiiei e 32,535,500 21,407,500
ECONOMIC A0JUSIMENES ... e e e e e e e e e e e e e e e s nnnnarneeeeeeeas 30,000 (439,600)
Total Management and BUAQet ... $43,699,500 $25,136,800
Military and Veterans Affairs

Military training sites maintenance eqUIPMENT ...........cvveeriiiiiiiirreee e e e e e s snrreeeeeees 400,000 0
Military retirement COSE INCIBASE........ccuvieieiie e e et e e e e e e e e e e e rereeeees 169,500 169,500
Starbase educational program increased training activity.........ccccccovvecviieeeee i, 815,000 0
Headquarters maintenance cost for new facility .........cccccoveiiieiii s, 200,000 200,000
DIT adminiStrative reAUCTION..........cciiiiiieiieee e sttt e e e e e e s s e e e e e e e s e eaaraaeeeeees (1,700) (600)
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GOVERNOR'S FY 2008-09 GROSS AND GF/GP CHANGES TO FY 2007-08

Governor's Changes

Budget Area/Line Items Gross GF/GP
Military and Veteran Affairs (continued)

Human resources transfer t0 CiVil SEIVICE .......cuuuviiiiiiiiee e (984,900) (829,300)
ECONOMIC AOJUSTMENTS ...ttt e e e et e e e e e e e eabnbaeeeaaeeeas 360,100 194,500
Total Military and Veterans Affairs ........cccoveeiiii i $958,000 ($265,900)
Natural Resources

State park operations reduction (Park Improvement Fund) ...........cccccooiiiiiiiiiiiiiiiinien, ($2,500,000) $0
FOrest reCreation INCIEASE.........coiuiiii ittt e et e e rb e s sbeeee e e 500,000 500,000
Wildfire proteCtion INCIEASE .......coiiiiiiiiiiii et e e et e e e e e e e 500,000 500,000
Wildfire equipment increase (Forest Development FUNd)...........oocuuiiiiiiiiiniiiiiceie s 400,000 0
Federal funds adjUSTMENTS ........ciiii i e e e e eeaeas 1,400,000 0
FTE adjustment: increase 0f 100.0 FTES......ccouiiiiiiiiiiaieiiee et 0 0
Other changes, reduction 0f 2.0 FTES ........uuuiiiiiiiiiiiiie e 28,600 4,100
Human resources transfer t0 CiVil SEIVICE .......cuuuviiiiiiiiie e (1,932,200) (304,300)
ECONOMIC AOJUSTMENTS ...ttt e e e et e e e e e e e eabnbaeeeaaeeeas 376,900 15,900
Total NatUTral RESOUICES ....ciiiiiiiic ettt e et e e e tre e e s e are e e e e nreas ($1,226,700) $715,700
School Aid

Foundation allowance (increases between $108 and $216)...........ccccevvevrerirenireeneenens $250,750,000 ($329,600)
FEABIAI GrANTS ... .eeieiiiiie ettt e e e e e ettt e e e e e e e e st e be e e e e e e e e saanbnbneeeaas 83,432,300 0
Debt service (school bond loan fund, Durant bonds) .........c.c.eeeeeeiiiiiiiiiii e, 78,959,000 0
New small high schools infrastructure Program ... 32,000,000 0
School Aid Fund cash flow bOrrowing COSES.......ooiiiiiiiiiiiii e 22,200,000 0
School readiness diSLHCE GrantS ........ooiioiiiiiiiiiiiee e e e 22,000,000 0
Special education state fUNAING .......cooooiiiiii e 19,800,000 0
Renaissance zone reimbUISEMENT..........oiiiiiiii i 7,500,000 2,100,000
State funding for ASSESSIMENTS ........eiiiiiiii e 5,472,800 0
Early childhood investment corporation collaborative grants.............ccceeeeieiiiiiiienneenn, 5,000,000 0
Center for educational performance and information (CEPI).........ccooiiiiiiiiiiiiiniiiiiennnen, 3,570,000 4,320,000
ISD operational and technical assistance funding ..............ccooociiieee, 2,900,000 0
New iNNoVatiVe Programs GrANTS...........eeeiiiaa it e e e et e e e e e e e e e e e e e e e s e aanbeeeeaeaeas 2,500,000 0
School readiness COMPEtItiVE GrantS.........c.uuviiiiieiiiiiiiie e 2,000,000 2,000,000
Expansion of school-based health Centers ..........c..eeeeiiiiiii e 2,000,000 0
MBT revenue loss reimbursement (out-of-formula diStrictS) ..., 1,300,000 0
Grants to sparsely populated UP diStriCtS ........cooiiiiiiiiiiiiiiiiee e 1,275,000 0
FIRST RODOLICS ...ttt ettt st et sabe e nbe e e eane e 1,000,000 0
Expansion of gifted and talented ..............cooo i 715,000 0
Durant cash payments (last payment was in FY 2007-08) ..........ccccoouiiuiiiieiieiiiiiiiiieeee, (32,000,000) 0
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Governor's Changes

Budget Area/Line Items Gross GF/GP
School Aid (continued)

Elimination of various district-Specific grants............ccccci i (2,750,000) 0
Reduction in educational costs at juvenile justice facilities ...........ccooociiieiiiiiiiiiin, (281,300) 0
Reduction to CMU's [ending liBrary ... (150,000) 0
ECONOMIC AOJUSTMENTS ...ttt e e e et e e e e e e e eabnbaeeeaaeeeas 9,800 0
TOtal SCNOOI AT ..o $509,202,600 $8,090,400
State

Replacement of outdated COMPULET SEIVET ..........uueiiiiiieiiiieiiee e $90,000 $90,000
Increased attorney charges for assigned Claims ... 120,000 0
Eliminate one-time Federal Help America Vote Act funds ..........ccccooiiiiiiiiiiiiniiiiieneen, (350,000) 0
Eliminate unused Federal social security verification funds..............cccoieiiiinnniiinnn. (101,200) 0
Department services operations administrative reduction .............ccoccvieieeieeiiniiiiiieneeenn, (237,000) (237,000)
Regulatory services operations administrative reduction...........ccccoevviiieiiienniiiiiiiieeeeenn, (222,000) (222,000)
Central operations administrative redUCtioN ..............eeiiiiiiiiii e (76,800) (76,800)
Branch operations administrative redUCtiON ..............ccooiiiiiiiiiiiiiee e (68,600) (68,600)
DIT 5.0%0 FEAUCTION ...cciiiiiiiittee ettt e et e e e e e e s e bbb e e e e e e e e e e nbnbreeeaaaaeas (17,100) (2,900)
ECONOMIC AOJUSTMENTS ...ttt e e et e e e e e e s nbnbeeeeaaeaeas (1,683,000) (1,391,900)
o) €= 1B - LY O SOPRP ($2,545,700) ($1,909,200)
State Police

NEW trOOPEI SCNOON......ci i e e e eeeaeas $7,335,900 $7,335,900
Restore Marquette, Sterling Heights crime [abs.............oooeee, 2,000,000 2,000,000
Enable palm-print [ab @analySis ..o 2,500,000 1,000,000
Michigan public safety communications system shortfall .............cccoooiiiiiiiiiin, 3,000,000 3,000,000
Information Systems adjuUSIMENTS...........uuiiiiiiii e 1,032,800 0
Drunk driving €NfOrCEMENT .......oiiii i e e ee e 865,000 0
Concealed weapons enforcement training via web, Cd...........cccceiiiiiiiiieeeeee, 100,000 0
Fingerprint analysis technical UPGrade..........ccooiiiiiiiiia it 200,000 0
Federal grant funds authorization adjusStment ..., (52,454,700) 0
Mental health awareness training transfer to JudiCiary ...........cccceeeiiiiiiiiieie e, (100,000) 0
Completion of Calumet police poSt PUrChaSse............oeiiiiiiiiiiiiii e (450,000) (450,000)
Communications division restricted revenue adjustment...........cccccooviiiiiieiieeininiiiieeeenn. (213,800) 0
9-1-1 operations revenue adjuUSIMENt............uuiiiiiiiiiiiiiie e 127,100 0
DIT adminiStrative reaUCTION ..........ooii ettt e e e e e ea s (11,100) (7,100)
Human resources transfer t0 CiVil SEIVICE .......ccuuviiiiiiiiie e (1,775,700) (1,150,300)
ECONOMIC AOJUSTMENTS ...ttt e e et e e e e e e s nbbbreeeaaaeeas 973,100 733,400

o) €= IS - =Y o [ =TSP ($36,871,400) $12,461,900
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Budget Area/Line Items Gross GF/GP
Transportation

Adjust debt SErviCe PAYMENTS ..o e e e ($31,608,600) $0
AJUSE IDG @MOUNLS ...ttt e e e e e e ettt e e e e e e e s e aabbbe e e e e e e e e aannnbaeeeaaeaeaan (534,000) 0
Increase Federal aid road CONSIIUCTION .........eeiiiiiiiee it 159,071,100 0
Reduce road and bridge programs (State restricted revenue)...........ccveeeeeeeeeiiiiiiieeeeeenn. (65,739,300) 0
Reduce Federal/local funding for public transportation............ccccccoviiiiiiiiiee e, (13,000,000) 0
Adjust CTF expenditures - revenue adjustMment...........ooocuuiiiiiieiiiiiiiiiieee e (2,485,600) 0
Adjust various expenditures - revenue adjuStment .............ccceioiiiiiiiiie e 12,000 0
Add inflationary increases for MaiNtENANCE ..........coooiiiiiiiiiiiie e 4,270,200 0
Increase funding for roadside Cleaning .........oooo i 1,250,000 0
Eliminate TEDF funding for truck inspection stations.............cccccceeiiniiiiiie e, (40,000) 0
Fund an unclassified position for UPTRAN ........cuuiiiiiii e 70,600 0
Restore FY 2007-08 TEDF redUCtiONS .........cuuviiiiiiieeiiete ettt 13,000,000 0
Other QQJUSTMENTS ... ..ot e e e e e e et e e e e e e e e s e s anbeeeeaeaeeeaaanes (163,200) 0
ECONOMIC AOJUSTMENTS ...ttt e e e et e e e e e e e eabnbaeeeaaeeeas 166,700 0
Total TranSPOITALION . .eiii i e e e e e e st e e e s eta e e e s antaeeeeennees $64,269,900 $0
Treasury - Debt Service

Water pollution control schedule adjustment ............ccccoeviiiiiii e ($63,400) ($63,400)
Quality of life schedule adjuSTMENT..........oo i 2,000,000 2,000,000
Quality of life Nnew iSsue debt SEIVICE ..........uvuiiiiiiii e 100,000 100,000
Quality of life funding SHift ..........c.eeiiii e 0 4,826,500
Clean Michigan initiative schedule adjustment ... (10,200,000) (6,626,500)
Clean Michigan initiative new issue debt SErVICe ... 1,600,000 1,600,000
Great Lakes water quality schedule adjustment ... (4,300,000) (4,300,000)
Great Lakes water quality new issue debt SErVICE ..o 14,000,000 14,000,000
Refinancing adjUSIMENTS .........oiiiii e a e (40,000,000) (40,000,000)
Total Treasury - DEDt SEIVICE ..o e ($36,863,400) ($28,463,400)
Treasury - Operations

MBT IMPIEMENTALION. ..ot e e e e e e e e s nbbbeeeeaae e s $3,400,000 $3,400,000
Renaissance zone reimbUISEMENTS ........ccoiiiiiiiiiiiie et 705,000 705,000
New staff for CaASINO GAMING ....coiiiii e a e e 684,000 0
Lottery COMMISSIONET SAIAIY .......cuiii it e e e eeaeas 17,000 0
Attorney general Charges .........ooo i a e 700,000 100,000
Consultant for PENSION PIANS .......eiiii e eeeeee s 1,000,000 0
Increase for home heating aSSISTANCE.......ccuii i 400,000 0
Costs of out-of-state lIen filiNGS .........ooiiiiiiiii e 250,000 0
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Budget Area/Line Items Gross GF/GP
Treasury - Operations (continued)

Commercial mobile radio services fees sunset 2/28/09............cccceeeiiiiiiiiiiiieiniieeee, (6,800,000) 0
Michigan Transportation FUNG ECIEASE........coiiuuiiiiiiiee et (750,900) 0
Neighborhood enterpriSe ZONES ........o.uiiiiiiiieii e (150,000) (150,000)
Senior citizen cooperative housing tax eXempPtion ...........cccoviiiiiiieree e (498,400) (498,400)
Other GF/GP FEAUCHIONS.......ceiiiiiie ittt e e e e e e bbb e e e e e e e e ennnes (461,600) (461,600)
Remove funding for tax on services and income tax iNCrease...........ccccueeveeeeeiiieiieeeeeeenn. (520,000) (520,000)
Information technology adjUuSTMENTS. .........ooii i 753,100 395,400
Human resources transfer t0 CiVil SEIVICE .......ccuuuiiiiiiiii e (2,057,300) (1,533,100)
ECONOMIC AOJUSTMENTS ...ttt e e e et e e e e e e e eabnbaeeeaaeeeas 571,600 (30,200)
Total Treasury - OPEratiONS ...cueiiiiiiiee et se e e e et e e e et e e e e etae e e e ennes ($2,757,500) $1,407,100
Treasury - Revenue Sharing

Statutory revenue sSharing 4.0%0 INCIEASE .......ccuiiiiiiiiiiiieiiaae ettt ee e e e e e $16,127,600 $0
County revenue Sharing PaYMENTS..........uuuiiiiee it e e e e e e e e e e e s e aabreeeeeaens 2,280,900 0
County revenue sharing fund Shift...............oi e 0 (113,600)
Total Treasury - REVENUE Sharing .......cooiiiiiiiiiiee et $18,408,500 ($113,600)
Treasury - Strategic Fund

Eliminate $100 line item placeholders..........ccccoviiiiiiiiie et ($700) ($700)
Eliminate one-time funding for Michigan promotion ..............c.eeeeieeiiiiie e, (5,700,000) 0
REVENUE AdJUSTMENTS ...ttt e e e e et e e e e e e e e e snnbereeeaeas 0 0
Human resources transfer t0 CiVil SEIVICE .......cuuuviiiiiiiiie e (17,800) (17,800)
ECONOMIC AOJUSTMENTS ...ttt e e e e e e e e e e nabbreeeaaeeeas 78,600 67,400
Total Treasury - StrategiC FUNG ........o.ooiiiiii i ($5,639,900) $48,900
Total All BUAGQEL ATEAS .....eeiiiiiiiie ettt ettt e e et e e e e st be e e e st be e e e e ntbee e e e enteas $1,255,692,800 ($6,949,800)

PAYMENTS TO LOCAL UNITS OF GOVERNMENT

The FY 2008-09 appropriation recommendation includes $16.3 billion of estimated payments to local units of government. This exceeds
the required level of payments to local units of government pursuant to Article 1X, Section 30 of the State Constitution of 1963 by

$2.2 billion. Table 19 provides a summary of this estimate.
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Table 19

STATE PAYMENTS TO LOCAL UNITS OF GOVERNMENT
ARTICLE IX, SECTION 30 REQUIREMENT
(Millions of Dollars)
FY 2008-09
Estimate

State Spending from State RESOUICES ..........ccuvvviiiiieeeiiiiiieeee e $28,738.7%
Required Payments to Local Units of Government (48.97%) ..................... 14,073.3
Actual or Estimated Payments t0 LOCAIS ............oocuvviieiieeeiiiiiiiiieee e 16,262.7
Actual Percentage of Total State Spending..........cccccccveeeiiiiiiiiiieee e, 56.59%
Surplus of Section 30 PaymMeENtS..........ccviieiiiiiiiiiiiiiee e 2,189.4
3 Does not include $20.0 million of Federal aid counted as GF/GP revenue.

STATE EMPLOYMENT

Table 20 and Figure E provide a comparison of the classified full-time equated positions (FTEsS) recommended by the Governor for
FY 2008-09 with the appropriated level of FTEs during FY 2007-08. The budget recommendation includes the funding of 56,676.6 FTEs
during FY 2008-09. This represents a decrease of 350.1 FTEs from the current fiscal year. All of the departmental FTE numbers during
FY 2008-09 are affected by the Governor's proposal to shift FTEs out of the Executive branch departments into the Department of
Management and Budget. These shifts involve 358.0 FTEs working in human resources programs and 51.0 FTEs working in internal
audit functions.
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Table 20

FULL-TIME EQUATED POSITIONS
FY 2007-08 VERSUS GOVERNOR'S RECOMMENDATION

FY 2007-08 FY 2008-09
Year-to-Date Governor's Position Percent
Department/Budget Area Appropriations Recommendation Change Change
Agriculture 686.5 593.5 (93.0) (13.5)%
Attorney General 556.0 537.0 (19.0) (3.4)
Civil Rights 136.0 127.0 (9.0) (6.6)
Community Health 4,761.6 4,602.7 (158.9) (3.3)
Corrections 17,637.4 17,499.5 (137.9) (0.8)
Education 460.5 480.0 19.5 4.2
Environmental Quality 1,561.7 1,513.7 (48.0) (3.2)
Executive 74.2 74.2 0.0 0.0
Higher Education 1.0 1.0 0.0 0.0
History, Arts, and Libraries 230.0 227.0 (3.0) (1.3)
Human Services 10,575.4 10,442.8 (132.6) (1.3)
Information Technology 1,774.4 1,657.0 (117.4) (6.6)
Judiciary 519.0 490.0 (29.0) (5.6)
Labor and Economic Growth 4,282.5 4,292.5 10.0 0.2
Management and Budget 988.0 1,418.0 430.0 43.5
Military and Veterans Affairs 1,015.0 985.0 (30.0) (3.0)
Natural Resources 2,082.9 2,164.9 82.0 3.9
State 1,853.8 1,809.0 (44.8) (2.4)
State Police 2,899.0 2,924.0 25.0 0.9
Transportation 3,029.3 3,008.3 (21.0) (0.7)
Treasury (Operations) 1,744.5 1,682.5 (62.0) (3.6)
Treasury (Strategic Fund) 152.0 147.0 (5.0) (3.3
TOTAL POSITIONS 57,026.7 56,676.6 (350.1) (0.6)%
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Full-Time Equated Positions

FY 2008-09 Governor's Recommendation
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Corrections ‘

General Government

Labor and Economic Growth

Total = 56,676.6 I




PROJECTED YEAR-END BALANCES

Combining the Governor's FY 2008-09 appropriation recommendations with the consensus revenue estimates and the recommended
revenue policy changes included in the budget leads to updated estimates of the FY 2008-09 GF/GP and SAF year-end balances.
Assuming that all of the Governor's FY 2008-09 GF/GP revenue and appropriation recommendations are enacted, the FY 2008-09
GF/GP budget will close the fiscal year with a $10.9 million balance. The FY 2008-09 SAF budget, as recommended by the Governor,
will close the fiscal year with an $8.9 million balance. Table 21 and Table 22 provide a summary of these estimates.

Table 21
FY 2008-09 GENERAL FUND/GENERAL PURPOSE
REVENUE, EXPENDITURES, AND YEAR-END BALANCE
(Millions of Dollars)

Feb. 2008

Gov's Rec.
Revenue:
Beginning BalANCE .........ccocuiiiiiii ettt e $ 1255
ONgOING CONSENSUS REVENUE......uuiiiiiieiiiiiiiiiieieee e e e e sttt eeeee e e s ssssneeeeeaeeeesssasssneeeeaaaeans 9,193.7
REVENUE ShalNNG FIEEZE .....uuviiiii ettt e e e e e e e e e snraaaee s 540.5
Statutory Revenue Sharing 4.0% INCIEASE ......ccvveeviiiiuriiiieiie e eriiiiieeee e e e e ssierereeaa e (16.2)
Michigan JOb Creation Credit ..........ccvuiiiiiiee e e e e e areeeeee s (34.8)
Shift of Short-Term Borrowing Costs to School Aid Fund............cccccceveeiiiiiciiieeeee e, 455
Sale of Surplus State Property - NOMhVIlE .........ooooiiiiiiiiii e 6.5
Total EStIMated REVENUE .......ooiuiiiieiiieiie ettt $9,860.2
Expenditures:
Governor's Appropriation RecommendationS...........ccuvvvveriieeeniiiiiiieeeee e e sssireeeeeeee e 9,849.3
Total Projected EXPENitUIES .......uviiiiie ettt e e e e nran e e e e e e $9,849.3
Projected Year-ENd BalanCe.........ccuuiiiiiie ettt $ 109
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Table 22

FY 2008-09 SCHOOL AID FUND
REVENUE, EXPENDITURES, AND YEAR-END BALANCE
(Millions of Dollars)

Feb. 2008
Gov's Rec.
Revenue:
BegiNNING BAlANCE .........oiiiiiiiiie ettt ettt et e et e et e e et e e e be e e eare e e arae e $ 485
Ongoing Consensus Revenue EStMAte...........vieeiiiiiiiiiiiiiee e esiraeee e e 11,870.6
GF/GP GIaNT ...ttt ettt et e bt e st et e s st e e e ebbe e e bee e snbeeesnbeeenbneas 43.0
FEAETAI AT ... et e e e e e e 1,562.0
Total EStIMAtEA REVENUE ...ooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeneneeennenens $13,524.1
Expenditures:
Governor's Appropriation Recommendation .............ccccuvveeeieei i e $13,515.2
Total Projected EXPEenitUrES ... ...uuiiiiiieiiiiiiieeee ettt e e e e e e e $13,515.2
Projected Year-End BalanCe.........ccuuuiiiiiiii ittt $ 8.9




ECONOMIC AND REVENUE FORECAST
Economic Forecast

The Governor's proposed budget for FY 2008-09 is based on the consensus economic forecast adopted at the January 11, 2008,
Consensus Revenue Estimating Conference. This economic forecast is summarized in Table 23.

U.S. Economy. The U.S. economy grew at a rate of 2.2% in 2007, as measured by the percentage change in inflation adjusted Gross
Domestic Product. This followed a 2.9% increase in 2006, and marked the sixth year of economic expansion since the 2001 recession
ended in November 2001. The slowdown in the rate of growth experienced in 2007 was due to a number of factors including a
slowdown in housing activity and a decline in motor vehicle sales. Housing starts fell from 1.8 million units in 2006 to 1.35 million units
in 2007, representing a decline of 24.8%. In addition, existing home sales were down 12.8% and mortgage delinquencies and
foreclosures rose dramatically as the year progressed. This weakness in the housing sector reduced the value of houses in many parts
of the country, and caused consumers, who had been relying on rising housing values to help support consumer spending, to temper
their spending. Light vehicle sales fell to 16.1 million vehicles in 2007 from 16.5 million units in 2006, representing a decline of 2.5%.
Helping offset some of these negative developments was the strong increase in exports due largely to the decline in the value of the
U.S. dollar relative to the currencies of the nation's key trading partners. The net impact of these developments had a negative impact
on the labor market as the U.S. unemployment rate rose from 6.9% in 2006 to 7.2% in 2007.

In 2008, the pace of economic growth is expected to slow down, particularly in the first half of the year. In fact, the chances of a national
recession are probably about 50.0%, although the consensus economic forecast is not predicting a recession. During the second half of
2008, the rate of growth is expected to improve gradually and continue to improve through the end of 2009. Real Gross Domestic
Product (GDP) is forecast to slow to a growth rate of 1.8% in 2008 and then expand at a rate of 2.6% in 2009. The housing sector is
expected to continue to weaken in 2008 before improving slightly in 2009; however, the level of activity in 2009 still will be at a very low
level historically. Light vehicle sales will decline to an estimated 15.7 million units in 2008 and then edge up to 16.0 million units in
2009. Inflation, as measured by the U.S. Consumer Price Index, is expected to measure 2.8% in 2008, which would be unchanged from
the 2007 level, and then ease down to 2.5% in 2009. Weakness in the labor market will push the unemployment rate up to an estimated
5.1% in 2008, and while employment is expected to increase in 2009, it will not be strong enough to bring down the unemployment rate.
In fact, the unemployment rate is expected to edge up to 5.3% in 2009.

Michigan Economy. Michigan's economic activity remained weak in 2007. Wage and salary employment declined 1.4% from the
2006 level to 4.28 million workers. This marked the seventh consecutive year that wage and salary employment declined from the
previous year's level. During these seven years, Michigan lost 398,000 jobs, a decline of 8.5%. As a result of this weakness in the
labor market, the unemployment rate increased to 7.2% in 2007, from 6.9% in 2006 and 3.8% in 2000. Personal income, the total
income received by individuals from all sources, rose 3.4% in 2007, but after adjusting for inflation, was up only 1.4%.
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In 2008 and 2009, employment in Michigan is expected to continue to decline. Wage and salary employment will decline another 1.9%
in 2008 to an estimated 4.2 million workers, and then decline an estimated 0.8% to 4.17 million in 2009. This drop in wage and salary
employment will push the unemployment rate up to an estimated 8.2% in 2008 and 8.7% in 2009. Personal income adjusted for

inflation will decline 1.2% in 2008 and then edge up a meager 0.5% in 2009.
Index, will measure 2.5% in 2008 and 2.3% in 2009.

Inflation, as measured by the Detroit Consumer Price

Table 23
CONSENSUS ECONOMIC FORECAST: 2008 AND 2009
JANUARY 11, 2008
% Change Calendar % Change Calendar % Change
Calendar Calendar  From Prior 2008 From Prior 2009 From Prior
2006 2007 Year Forecast Year Forecast Year
United States:
Real Gross Domestic Product $11,319  $11,568 2.2% $11,776 1.8% $12,082 2.6%
(billions of chained 2000 dollars)
Consumer Price Index (1982-84=100) 201.6 207.2 2.8% 213.0 2.8% 218.3 2.5%
3-Month Treasury Bills (Interest Rate, %) 4.7 4.4 3.5 4.0
Unemployment Rate (%) 4.6 4.6 5.1 5.3
Light Vehicle Sales (millions of units) 16.5 16.1 (2.5)% 15.7 (2.5)% 16 1.9%
Michigan:
Wage and Salary Employment (thousands) 4,341 4,280 1.4)% 4,199 (1.99% 4,165 (0.8)%
Unemployment Rate (%) 6.9 7.2 8.2 8.7
Personal Income (billions of dollars) $341,075 $352,672 3.4% $357,256 1.3%  $367,260 2.8%
Real Personal Income (billions of 1982-84 $s)  $173,487 $175,896 1.4% $173,847 (1.2)% $174,719 0.5%
Detroit Consumer Price Index (1982-84=100) 196.6 200.5 2.0% 205.5 2.5% 210.2 2.3%

Revenue Estimates

Based on the economic forecast summarized above, combined with the current tax structure, the Governor's proposed tax policy
changes, and other proposed revenue adjustments, it is estimated that revenue totaling $44.7 billion will be available in FY 2008-09 to
support Governor Granholm's proposed budget. This represents a 2.4% increase from the revised total revenue estimate for FY 2007-08.
This total State government revenue includes revenue from existing taxes, fees, interest, licenses and permits, penalties, and fines;
Federal aid; carryover balances; and the Governor's proposed tax policy changes and other revenue changes. Estimates of the total
revenue on which the Governor's proposed budget is based are summarized in Table 24. Below are summaries of the Governor's
proposed tax policy changes, and the revenue estimates on which the Governor's proposed General Fund/General Purpose and School
Aid Fund budgets are based.
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Table 24

GOVERNOR'S PROJECTED TOTAL STATE REVENUE: FY 2007-08 AND FY 2008-09
(Millions of Dollars)

FY 2006-07 FY 2007-08 % Change FY 2008-09 % Change FY
Final Estimate FY '08/FY '07 Estimate '09/FY '08
General Fund/General Purpose:
Beginning Balance $ 25 $ 259.1 $ 1255
Revenue From Ongoing Sources 2 8,317.7 9,246.5 11.2% 9,193.7 (0.6)%
Proposed Tax/Revenue Changes 0.0 (6.2) (34.8)
One-Time Revenue Adjustments & Other 956.0 525.6 (45.0) 575.8 9.6
Total GF/GP Revenue $9,276.2 $10,025.0 8.1% $9,860.2 (1.6)%
School Aid Fund:
Beginning Balance 0.0 82.4 48.5 (41.1)
Ongoing Earmarked Tax & Lottery Revenue 1 11,153.1 11,353.1 1.8 11,870.6 4.6
Proposed Tax/Revenue Changes 0.0 0.0 0.0
Other Revenue (General Fund Grant, Federal Aid . . .) 1,654.6 1,510.9 (8.7) 1,605.0 6.2
Total SAF Revenue $12,807.7 $12,946.4 1.1% $13,524.1 4.5%
Other Funds:
General Fund/Special Purpose & Special Revenue Funds $16,383.6 $16,877.5 3.0% $17,169.4 1.7%
Transportation Funds 4,694.5 4,504.9 (4.0) 4,733.8 5.1
Fund Balances:
Restricted General Fund Subfunds Unreserved Balances 479.9 330.6 (31.1) 330.6 0.0
Special Revenue Fund Balances 151.2 175.5 16.1 275.7 57.1
Total Fund Balances 631.1 506.1 (19.8) 606.3 19.8
Total Other Funds W/ Beginning Balance 21,709.2 21,888.5 0.8 22,509.5 2.8
Gross Revenue $43,793.1 $44,859.9 2.4% $45,893.8 2.3%
Less Interfund Transfers (1,673.8) (1,190.7) (28.9) (1,196.7) 0.5
Net Total Revenue $42,119.3 $43,669.2 3.7% $44,697.1 2.4%

Y Estimates adopted at the January 11, 2008, Consensus Revenue Estimating Conference.

Source: Governor's Executive Budget for FY 2008-09, Appendix C, and Senate Fiscal Agency.

Proposed Tax Policy Changes

The Governor's only proposed tax policy change for FY 2008-09 is entitled the "Michigan Job Creation Incentive". Under this proposal,
two new Michigan business tax (MBT) credits related to job growth would be created. In order to be eligible for either of these credits, a

business would have to be part of a business sector that is on a designated list of the 50 fastest-growing sectors in the U.S. economy;
however, this proposed list of eligible business sectors has not yet been finalized by the administration.
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Enhanced MBT Compensation Credit. Under current law, the Michigan business tax provides businesses with a credit equal to
0.37% of the compensation paid to workers in Michigan. The Governor is proposing a new credit equal to double the current
compensation credit for the compensation paid to employees in new jobs created by businesses that are on the list of the fastest-
growing business sectors. This new credit would be in addition to the existing compensation credit. The credit would be based on the
jobs created from May 1, 2008, to April 30, 2009, and eligible businesses would be able to claim this credit for the tax year in which the
jobs are created plus in each of the three succeeding tax years.

New Business Credit. A new Michigan business tax credit would be created for businesses that are newly formed in Michigan or are
moved to Michigan from May 1, 2008, through December 31, 2011. The credit could be claimed for four years. The credit would equal
100% of a qualifying business's MBT liability in the first year, 75% in the second year, 50% in the third year, and 25% in the fourth year.

Together, these proposed credits would reduce MBT revenue going into the General Fund by an estimated $6.2 million in FY 2007-08
and $34.8 million in FY 2008-09.

General Fund/General Purpose and School Aid Fund

Two of the major funds in the overall State budget are the General Purpose portion of the General Fund (GF/GP) and the School Aid
Fund (SAF). These two funds account for $23.3 billion, or 52.2% of the total State government revenue estimated for FY 2008-09. A
breakdown of the GF/GP and SAF revenue estimates for FY 2007-08 and FY 2008-09 is presented in Table 25 and Table 6,
respectively. The estimates for GF/GP and SAF revenue derived from ongoing revenue sources and enacted tax policy changes are the
consensus estimates adopted by the Granholm Administration, Senate Fiscal Agency, and House Fiscal Agency at the January 11,
2008, Consensus Revenue Estimating Conference. In addition to the consensus estimates, the total GF/GP and SAF revenue
estimates include the Administration's estimates of one-time revenue adjustments, grants and transfers, Federal aid, beginning
carryover balances, and the impact of the Governor's proposed new Michigan business tax credits and revenue adjustments.

General Fund/General Purpose Revenue. As shown in Table 25, GF/GP revenue is expected to total $9.86 billion in FY 2008-09,
which represents a 1.6% decrease from the FY 2007-08 revised estimate. Revenue from ongoing revenue sources is expected to total
$9.19 billion, which represents a decline of 0.6% from FY 2007-08. Of this amount, an estimated $1.3 billion will be due to the tax
increases that were enacted in 2007; which includes $818.4 million from the increase in the income tax rate from 3.9% to 4.35%,
$489.3 million from replacing the single business tax with the Michigan business tax, including the surcharge, and the loss of
$8.0 million due to the reduction in the State property tax on telephone company personal property. The Governor also is proposing a
modest increase in revenue sharing payments from the freeze in revenue sharing payments that was maintained in the FY 2007-08
budget. Compared with the statutory revenue sharing earmarkings, the Governor's proposal for FY 2008-09 would send an estimated
$524.3 million in additional sales tax revenue to the General Fund. The Governor also is proposing that the School Aid Fund reimburse
the General Fund for the cost of borrowing funds short-term, which the State does each year to help bolster the State's cash flow
position so it is able to make scheduled payments, including School Aid Fund payments, on a timely basis. This short-term borrowing
cost reimbursement from the SAF would total an estimated $45.0 million. The Governor's estimate of GF/GP revenue in FY 2008-09
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also includes a beginning balance expected to be carried over from FY 2007-08 of $125.5 million. The General Fund/General Purpose
revenue estimates on which the Governor's proposed budget for FY 2008-09 is based are presented in Table 25.

Table 25
GENERAL FUND/GENERAL PURPOSE REVENUE ESTIMATES
FY 2007-08 AND FY 2008-09
(Millions of Dollars)
FY 2007-08 FY 2008-09 Percent Change
Beginning Balance $259.1 $125.5 (51.6)%
Consensus Estimates for Ongoing Revenue Sources®”
Taxes:
NEL TNCOME TAX cetriiiiiieei et e et e e e e e e e e e e e e s e e aaba s e eeaaseaees 4,980.1 4,910.5 (1.4
SiNGIE BUSINESS TAX .eiiiuriiiiiiiiiiiieiiieenieeesibe et site et e s saae e see e 638.0 0.0 (100.0)
Michigan BUSINESS TaX.....cciiiiuuiiiieiieeeiaiiiieiee et 1,543.3 2,181.8 41.4
SIS e 64.1 93.0 45.1
U S ittt ettt ettt e et e e e e e e e e bbb e et e e ae e e e aannrees 924.0 930.0 0.6
L0110 F= =1 LI USSP URT PR 221.0 216.6 (2.0
Insurance Co. PremilumsS ... 244.0 260.0 6.6
Telephone & Telegraph......ccooovvee i 79.0 75.0 (5.1)
CASINO .ttt 15.2 0.0 (100.0)
All OthEr TAXES ..ttt 200.6 197.4 (1.6)
SUDLOTAL TAXES. .. teieiitie ettt 8,909.3 8,864.3 (0.5)
NONAX REVENUE .......oiiiiiiiiie et 337.3 329.3 (2.4)
Total GF/GP Consensus Revenue Estimates .........cccccovcveveennnen. $9,246.5 $9,193.6 (0.6)%
Revenue Sharing RedUCHION ..........ccociiiiiiiiiiieieeie e 557.6 524.3 (6.0)
Proposed Tax Policy Changesz) ....................................................... (6.2) (34.8) 461.3
Proposed Budget Adjustmentsg) ....................................................... (32.0) 51.5 (260.9)
Total GF/GP Revenue Current Fiscal Year $9,765.9 $9,734.7 (0.3)%
Total GF/GP Revenue with Beginning Balance $10,025.0 $9,860.2 (1.6)%
U Estimates adopted at the January 11, 2008, Consensus Revenue Estimating Conference.
2 Includes the Governor's proposed new MBT credits intended to help increase jobs in Michigan.
¥ Includes the following: FY 2007-08 - $22.9 million in land sales, $22.8 million in short-term interest payments from the SAF,
$2.0 million transfer from the Financial Institutions Fund, $100.0 million transfer to the Budget Stabilization Fund, and
$20.3 million in other adjustments. FY 2008-09 - $45.0 million in short-term interest payments from the SAF and $6.5 million in
land sales.

School Aid Fund. School Aid Fund revenue available for spending in FY 2008-09 will total an estimated $13.5 billion, representing a
4.5% increase from the revised estimate for FY 2007-08. The estimate of SAF revenue in FY 2008-09 is summarized in Table 26. The
SAF revenue estimate for FY 2008-09 includes ongoing earmarked tax and lottery revenue totaling an estimated $11.87 billion, which
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includes an already enacted earmark from the new Michigan business tax totaling $729.0 million. In addition, the SAF revenue estimate
for FY 2008-09 includes a grant from the GF/GP budget proposed at $43.0 million and Federal aid of $1.56 billion. Due to the timing of
some of the components of the new Michigan business tax that have an impact on the SAF's revenue and expenditures, the 4.5%
projected growth in SAF revenue in FY 2008-09 overstates the true growth in SAF underlying revenue. Beginning in FY 2008-09, the
earmarked revenue from the Michigan business tax will include the amount needed to reimburse the SAF for increased foundation
allowance payments it will have to make to local school districts that experience a reduction in their local 18-mill school property tax as a
result of the new personal property tax exemption that is part of the newly enacted Michigan business tax package. In FY 2008-09, the
SAF will receive $729.0 million from the Michigan business tax, and $341.6 million of this total amount will be to fund the additional
foundation allowance payments the SAF will have to pay to schools in FY 2008-09. Adjusting for this large increase in the Michigan
business tax earmark, which will be directly offset by an increase in SAF expenditures, SAF revenue will be up only about 1.8% in
FY 2008-09.

Table 26
SCHOOL AID FUND REVENUE ESTIMATES
FY 2007-08 AND FY 2008-09
(Millions of Dollars)
Percent
FY 2007-08 FY 2008-09 Change

Beginning BalanCe ........cccoouiiiiiiiiiiieie et $ 82.4 $ 48.5 (41.1)%
Consensus Estimates for Earmarked Tax and Lottery Revenue:”

Sales Tax and USE TaX.......ceuurieiiiiiiiieiiiieeseeeeeeeeriie e e e e e eenaa s 5,212.5 5,253.5 0.8

[ToT0] 1 ¢TI0 1= N 2,100.3 2,123.7 1.1

State Education Property TaX .......ccccvveereeeeeiiiinrieereeensssnvnnneeeeeenes 2,071.2 2,143.2 35

Real Estate Transfer TaX ... 211.0 211.0 0.0

Michigan BUSINESS TaAX ..vveveeeiiiiiiiiiiiieeessiiirnerereeessssssneneeseeessnnnnns 341.0 729.0 113.8

B0 ] T Tt oo T I V=SS 441.6 431.9 (2.2)

(0F 151 s (o N 1= g 0] 1o To T IV SRR 118.0 120.4 2.0

Other TaX REVENUE .......cooiiiiiie ittt 114.6 115.0 0.3
YU o] (0] 7= 1 I I (T 10,610.1 11,127.6 4.9
10 1 1= Y2 743.0 743.0 0.0
Subtotal Earmarked Tax and Lottery Consensus Estimate.......... $11,353.1 $11,870.6 4.6%
€1 ] o €1 - o | APPSR $ 34.9 $ 43.0 23.2%
Federal Aid and Other .........uveoiiiiiiieeeee e 1,476.0 1,562.0 5.8
Proposed Tax Policy Changes ..........ccccvvvivieee i e 0.0 0.0
Proposed Revenue Changes ........c..eeeiiiiieiiieiee i sieeee e 0.0 0.0
Total SAF Revenue Current Fiscal Year.......cccoccovevvieiveececciee e, $12,864.0 $13,475.6 4.8%
Total SAF Revenue with Beginning Balance...........cccccccvveeeeiiennns $12,946.4 $13,524.1 4.5%
Y Estimates adopted at the January 11, 2008, Consensus Revenue Estimating Conference.
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