Department of Treasury

T'he Department of Treasury is responsible for the administration of the state tax system,
including tax collections, the investment of state funds, and safeguarding the credit rating
of the state and local governments. The department forecasts state revenue, monitors economic
activity, administers property tax laws, audits county and municipal financial records, and
provides oversight of gaming and lottery operations. The department also administers
revenue sharing payments to local units of government and manages student financial aid
programs. The Governor’s proposed budget for fiscal year 2007 recommends total funding at $1.7 billion,
which includes over $1.1 billion for revenue sharing payments to local units of government.

Over 74% of Treasury Budget Supports Grants to Local Government
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Total: $1.7 billion

Budget Highlights -The fiscal year 2007 Executive Budget:

*  Provides $71.1 million to administer the state tax system including processing and
auditing 5 million individual tax returns, involving the collection of $5.9 billion in tax
revenue; collecting over $280 million annually in delinquent taxes and debt owed to the
state; and returning approximately $35 million in unclaimed property to rightful owners.

* Includes $18.8 million to reimburse municipalities for deferred taxes on senior citizen
housing facilities.

e  Provides $100.2 million for debt service obligations, including an additional $5.1 million
for anticipated new debt associated with Quality of Life bonds, Clean Michigan Initiative
bonds, and Great Lakes Water Quality bonds.

*  Provides $35.3 million to administer higher education scholarship and student assistance
programs. Over $130 million in financial aid grants are awarded each year.
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e  Provide $42.5 million in Lottery funds to administer a statewide lottery program. The
Lottery is responsible for the distribution and sale of tickets in over 11,000 retail locations
throughout the state which is expected to generate $690 million for the School Aid Fund
in 2007.

e  Provides $19.7 million for oversight of licensed casinos and suppliers. This includes
monitoring, inspecting, and investigating gaming operations to ensure compliance with
the law and with rules of the Casino Gaming Control Board by licensed casinos, suppliers,
employees, and wagers.

Michigan Strategic Fund. The fiscal year 2007 budget also transfers $79.9 million in funding for
the Michigan Strategic Fund from the Department of Labor and Economic Growth to the
Department of Treasury in accord with P.A. 225 of 2005. The Michigan Strategic Fund is
responsible for overseeing the state’s economic development strategies, including support for
global and statewide business development, job creation, promotion of statewide tourism, and
administration of the federal community development block grants. The agency also manages
the 21% Century Jobs Trust Fund which was recently created to diversify Michigan’s economy
and provide for future economic growth in the state. This landmark package of legislation
provides for $1 billion in business and technological investment over the next 10 years and will
foster the development and commercialization of competitive-edge technologies including life
sciences, alternative energy, advanced automotive, homeland security, and electronic device
technology design.

The Strategic Fund budget also:

e  Provides $9.8 million for Economic Development Job Training grants to provide job
training assistance to Michigan businesses to improve the skills of current and future
employees. Community colleges provide 70 percent of the training supported with
these grants.

e  Provides $5.7 million for the Michigan Promotion Program. The funds in this program are
used to promote Michigan as a tourism destination, and are in addition to the $15 million
earmarked for tourism promotion from the 21* Century Jobs Trust Fund.

e Dedicates $17.5 million, $14 million general fund, for job creation services supporting
economic development programs such as Brownfield redevelopment, the Michigan
Economic Growth Authority, industrial development revenue bonds, and
renaissance zones.

*  Recommends federal funding of $45 million in Community Development Block Grant
funds for eligible local community development projects requiring public
infrastructure assistance.

Fiscal Year 2006 Supplemental

The Governor recommends supplemental appropriations of $2.7 million to process appraisals
on over 1,000 parcels of property owned by telephone and telegraph companies as required by
P.A. 610 of 2002; $750,000 to fund Qualified Agricultural Loan payments; and $100,000 to
design and open a 401(k) plan for workers in small companies that do not offer a pension plan.
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Fiscal Year 2007 Governor's Recommendation
Department of Treasury
($ in Thousands)
FYO05* FYO06 * FYO07
Appropriation Current Law | Recommended
GF/GP $146,108.8 $143,574.3 $170,867.0
All Funds $1,709,800.8 $2,074,288.0 $1,673,986.1
% Change - GF/GP -1.7% 19.0%
% Change - All Funds 21.3% -19.3%
Activities GF/GP All Funds
GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT
Revenue Sharing to Local Units of Government $1,071.4 $1,114,471.4
Debt Service Payments $76,243.7 $100,158.2
Grants to Local Units of Government $2,505.0 $86,355.0
Tax Programs $7,963.6 $71,139.3
Administrative and Financial Services $11,131.7 $36,634.0
Information Technology $4,788.9 $17,026.0
Local Government Operations $10,570.2 $19,061.8
Investments $0.0 $14,426.7
Common Cash and Debt Management $291.6 $1,206.5
Administration $1,291.8 $1,648.5
GOAL: IMPROVE STUDENT ACHIEVEMENT
State Lottery $0.0 $42,456.0
Student Financial Assistance Program $1,569.9 $35,298.2
Casino Gaming $0.0 $15,659.8
Rennaissance Zone Reimbursement - Libraries $2,630.0 $2,630.0
Merit Award Administration $0.0 $1,544.2
Michigan Education Savings Program $0.0 $1,000.0
GOAL: MAKE MICHIGAN'S PEOPLE HEALTHIER AND OUR FAMILIES STRONGER
Senior Citizen Cooperative Housing Tax Exemption Program $18,800.0 $18,800.0
Home Heating Assistance $0.0 $2,101.3
GOAL: PROTECT OUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER
Commercial Mobile Radio Service $0.0 $7,830.0
Casino Gaming to Michigan State Police $0.0 $4,059.4
GOAL: SUSTAIN AND CREATE BUSINESS INVESTMENT AND JOBS IN MICHIGAN
Michigan Strategic Fund $32,009.2 $80,479.8
*Adjusted for program transfers
Total FY 2007 Recommendation $170,867.0 $1,673,986.1
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