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121,882kids supported by free pre  -K Free school meals for 1.4M students

106,300 students supported by the

10,000+ per il, a 31% increase e . :
310, PErpUpT, 0! Michigan Achievement Scholarship
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top state for business $2B roads package

Cut taxes for seniors and working families 67,220 new affordable housing units

$28B in debt paid down and
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A Challenging Landscape SBORi
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Federal and economic uncertainty

New costs and funding cliffs

Continued pressure from H.R. 1



Rising Health Care Costs SB&.I“II"
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Rising health care costs are putting pressure on states
A Higher premiums and out -of -pocket costs affect families and employers
A Costs per person are increasing, even though Medicaid enrollment has decreased

A National Medicaid spending is projected to grow 8 VA% annually despite declining
enrollment

What this means for Michigan
A Remaining enrollees are older, sicker, and higher -acuity
AAging population drives rising long -term care costs

Michigan runs a lean Medicaid program, but inflation and federal cost shifts
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H.R. 1 Overview

As health care costs are rising across the country, the
federal government is passing the tab to states:

A Last July, Congress passed H.R. 1, which cut federal
funding and shifted significant costs to states across
the country

Awhen H.R. 1 passed, it immediately blew a $1B hole in
our budget

A while Michiganders  continue to pay federal  taxes, we
all get less back in federal support, and the state pays
more




Progress Made in FY26 SBOR.iil

State Budget Office

Working together, we took steps to . Total Estimated GF
mitigate some of the impacts in FY26 (Billions) Costof HR. 1
A Decoupled from federal tax provisions, $0.0
ensuring businesses could benefit from
federal tax cuts while holding state -$2.0
programs harmless
_ o -$4.0
A Protected $2.7B in annual Medicaid
funding -$6.0
A Invested $30M for SNAP error rate $8.0
reduction R
A Accomplished this while maintaining -$10.0
investments in priorities and passing a
$2B roads plan -$12.0

® Pre-FY26 State Budget Current Law



Significant H.R. 1 Costs Remain

H.R. 1 is estimated to result in a nearly $4B cost to the state
through FY32, with costs increasing over time:

A Medicaid eligibility changes and SNAP admin cost -share
uf hvt UA

A SNAP benefits cost -r t AN uf h~v e UA

A Medicaid financing and provider tax changes (FY28 and
FY29)

The law also has significant impacts for Michigan outside of
the state budget:

A 200,000 Michiganders could lose Medicaid coverage due to
HR. 1

A H.R. 1 did not extend marketplace subsidies, increasing the
cost of coverage and decreasing enrollment by at least 6%

AHR. 1is projected to cost hospitals an  estimated $6.5B
through FY32
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States around the country are facing similar pressures from rising health care costs
and H.R. 1 implementation:

Kentucky Proposing nearly $1B withdrawal from rainy day fund
Washington Proposing to end corporate tax exemptions and use $1B in reserves
Alaska Proposing new sales tax up to 4% and $1.5B withdrawal from reserves
Delaware Proposing an increase in tobacco taxes and business formation fees
South Dakota Proposing no funding increase for K -12 students

Idaho Exploring up to a 2% cut for K -12 students



The Challenges We're Addressing SB&.I“II"
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Michigan entered FY27 budget development facing a $1.8B gap due to multiple pressures
converging at once:

r Declining revenues and national economic softening reducing available resources

r Rising health care costs

¢ Direct fiscal impacts from H.R. 1 and other federal cost shifts

r Persistent inflation and ongoing cost pressures

¢ Critical investment needs that we cannot responsibly ignore

The FY27 Executive Budget Recommendation proposes a responsible mix of new revenues,
reductions and efficiencies, and reservesto  deliver a budget that benefits all Michiganders



Balancing
the Budget

A responsible mix
of new revenues,
reductions and
efficiencies, and
CEREIWERS
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Reductions,
Efficiencies, and
Redirected
Revenue
$630M
35%

Reserves
$400M
22%

Revenue
$780M
43%

Total: $1.8B



Results That Last SBa.nhlI\
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The FY27 Executive Budget Recommendation focuses on:

: e Creating Jobs and
$ Saving Michiganders Money % e e Besiemy
I Ensuring Every Kid Reads, O . .
A Eats. and Succeeds Keeping Communities Safe
tSJ Protecting Medicaid A Effective and Efficient
and Health Care m  State Government

This budget proposal responsibly balances efficiencies, revenue increases, and investments
to continue delivering results for the priorities that matter most to Michiganders
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Total
Budget

By Source
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State
Restricted
17%

School Aid
Fund
25%

Local/Private
1%

General Fund
16%

Federal
41%

Total: $88.1B



Total

General
Fund

By Category
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Higher
Education
9%

All Other
Departments
19%

Public Safety
21%

Health &
Human

Services
51%

Total: $13.6B



Amount

(Billions) Inflation -adjusted GF increases 4.1% from FY19 -FY 27
$16
$14
$12 /
General $10 ff
Fund $8
Over Time 56
,IAdjus_ted for $4
nflation 42
$0

FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27

SB&“I“" —GF Spending Inflation Adjusted GF Spending
|

State Budget Office




Fiscal Responsibility SBa.nhlI\
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Amount

(Millions) Reserve Balances
L $4,000
A seven balanced, bipartisan budgets
passed $3,500
Af aeB At N geWNaEAeacyr Rda$BR k7?2 Dz Na
through her FY27 recommendation, $2 500
the state will have paid down more ’
than $28B in debt $2.000
A Credit rating upgrade $1,500
A This recommendation includes a $1,000
$400M withdrawal from the Budget $500
Stabilization Fund in FY26 I I I I
A Reserve balances have more than N N PRI VoA 2 O A
! X\ & 0 K\e USSRV R
doubled since the Governor took A AR AR AR & NS é.dé,d
office & &

B Budget Stabilization Fund Other Reserves SAF Rainy Day Fund



Saving Michiganders
Money




An Affordable Education

A More Than $50,000 in Savings Per Child Over the
Course of Their Education . \ .
170t df AANyr Qe AAdA?NDZ AW Nr ABNAAT
costs for families from preschool through
postsecondary education

A Up to $14,000 per child through free, high -quality
preschool for every four -year-old

AApproximater $1,000 per year in grocery savings
through free school meals for all public school
students

A More than $27,000 towards a bachelor's degree
through the Michigan Achievement Scholarship.
Including a tuition  -free associate degree or
certificate at any Michigan community college

A sales Tax Savings in Action
Provides a sales tax holiday to offer back to
school savings beginning in 2026



Relief that Makes a Difference

A Relief For Working Families
Continues support for the Working Families Tax
Credit, delivering an average of  $3,900 combined federal and
state for approximately 665,000 working families

A Tax Exemptions on Tips and Overtime
Continues tax exemptions on overtime that will save nearly
500,000 Michiganders an average of $500 a year on their state
taxes, and continues tax exemptions on tips to help up to
300,000 Michiganders save roughly $400 a year on their state
taxes

A Repealing the Retirement Tax
Sustains expanded retirement tax credits, putting $1,000 back in
the pockets of almost 500,000 Michigan senior households

A Deductions for Social Security
Continues deductions for tax on Social Security benefits, saving
up to 40,000 Michiganders an average of $500 a year on their

state taxes




Property Tax Relief for Seniors

A Rising housing costs and inflation continue to strain
household budgets

A Property taxes represent one of the largest ongoing
expenses for homeowners on fixed incomes

AThe FY27 budget proposal provides targeted relief to
approximately 335,000 seniors , helping offset recent
cost increases and improve housing stability

AThe expanded credit will offer an average savings of
$345 per year for eligible households
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Improving Student Literacy

In FY27, nearly $625M will support student literacy

A Investing in Every Student V $325M ongoing
Increases per -pupil funding by 2.5%, for a total of $10.4B,
or $10,300 per pupilin FY27 ¥ an overall increase of 31% since 2019

A Coaching Improved Literacy V$10.5M ongoing
Increased support for literacy coaches by $10.5M to $52.5M. With this
increase, total funding for literacy coaches is $52.5M which supports
420 coaches across the state, an increase of 327 coaches since the
Governor took office.

A Implementing Tested Curriculum V$100M one -time
Provides grants to school districts, allowing them to purchase and
implement high  -quality literacy programs

A Giving Teachers the Tools They Need V$50M one -time
Provides educators with LETRS training to strengthen teacher

expertise in the science of reading




Foundational Supports for Early Learning

V$176M Total

Early Childhood Education

A Pre -K for Al V$143M
Expands access to high -quality preschool statewide by
increasing per -child investments, adding classroom

capacity, and supporting transportation, bringing total
support to $764.7M

A $100M to increase per -child funding and expand slots

A $25M for startup grants to open 1,000 additional
classrooms

A $18M for transportation to improve access

A Supporting Families with Young Children V$33M S, o e
Connects families to resources and extends learning e e
beyond the classroom

A $30M for regional family support services
A $3M to expand the Michigan Learning Channel



More Support for the Students
Who Need It Most

AAcademicaIIy At -risk Students VYV $79M ongoing
Increases support for academically at -risk students.
Support for at  -risk students totals almost $1.4B and has
increased by $850M, or 65%, since 2019.

The FY27 recommendation advances this effort
through a transition to a weighted per -pupil funding
model, increasing support for economically
disadvantaged students and English language learners
and rolling key categorical grants into the foundation
allowance

ASpeCiaI Education Students V $123M ongoing
Expands support for special education students, a 7.3%
increase in the state allocation from adjusted current
law levels for a total of $2.9B in FY27




Helping Students Succeed

A Before and After School Programs V $50M
ongoing, $85M one  -time
Increases support for before and after school
programs to $135M to help students engage and
grow outside of the traditional class setting

AEnsuring Mental Health and Safety at School V
$50M ongoing, $250M one  -time
Provides $300M in additional mental health and
school safety resources for districts. With this
iInvestment and other ongoing supports, total school
mental health funding will reach approximately
$440M in FY27 ¥ more than twelve times the
$35.6M invested in FY19.



Higher Education

A Continuing Operations Support V$2.1B ongoing, $63.3M one -
time

Sustains operations support for universities and community

colleges at current levels

A Scholarships & Financial Aid V$753M ongoing
Continues scholarship support to provide Michiganders
with an affordable pathway to a degree through programs like
the Michigan Achievement Scholarship including the
Community College  Guarantee, and the Tuition Incentive
Program

A Reconnect at 21 V $25M ongoing
Lowers the Michigan Reconnect age threshold from 25
to 21years to improve eligibility and provide scholarship
supportto more Michiganders

A ITEMS V$60M one -time
Supports infrastructure, technology, equipment,
maintenance, and safety improvements that strengthen
university and community college campuses
and student success

‘



Protecting Medicald
and Health Care




Medicaid in Michigan

Td0t df AANyr 9YNDZLQAdDZ secei cAB
A Medicaid is a joint federal -state program providing free
or low -cost health coverage

A For many, Medicaid is the only realistic option for health
coverage

Aln Michigan, Medicaid provides health care coverage for
one in four people ¥ more than 2.5 million ‘
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A 45% of births in Michigan are covered by Medicaid



Protecting Access to Care &
Ensuring Medicaid Sustainability SBO.ili
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The FY27 Executive Budget Recommendation secures new revenue to preserve health coverage for eligible
Michiganders and proposes cost efficiency measures for program sustainability:

A

A

Modernizing Tobacco Taxes V$232M revenue 5 o o . .
CnDAANr 9d0t df AANyr AekAQQe AAi &AANr ae kN Bededhcat@ueetraenugton NAA A
sustain Medicaid coverage while reflecting regional market standards

Creating Parity for Nicotine Products V$73.6M revenue
Closes tax loopholes on non  -tobacco nicotine products and establishes a 57% wholesale tax on electronic
cigarettes and vaping  products to ensure consistent treatment and disincentivize nicotine use

Aligning  Online Gaming Revenue V$192.8M revenue 5 . .
CnDAANr 9d0t df AAyr dgABJdAT A AI -tienrates @nite talgdst d pxaPideds BAY AdjustmeNts: A e n
to free -play deductions, to better align with other states and ensure growing online gaming revenues help

support Medicaid

Digital Advertising V $282M revenue
Imposes a modest 4.7% gross_ receipts tax on advertising across all media platforms, similar in structure to a sales . .
tax,to NAr ? €N AeDArvyr ADAZN&EAdr gAFf NOeAeBr OQeAancdk?ANr aAe Nrr NAA(

Medicaid Sustainability V$150M savings
Efficiency savings identified in collaboration with key stakeholders to address costs, accountability and resource
effectiveness



Healthy Families

AMAt ANQQ AT >eBB? Aq83.1M oryoing, SIMA
one -time
Improves access to coordinated, culturally responsive
care through expanded community health workers

A Protecting Public Health and Disincentivizing Nicotine
Use V$21.4M ongoing revenue
Supports prevention, smoking and vaping cessation,
and mental/behavioral health support for Michigan
children through  the Healthy Michigan Fund from a
portion of vape tax revenues

Azrr Ot dAr E&d O > AWSRR.2M Anyding, §A2MA
one -time
Expanding behavioral health care and capacity through
the new state psychiatric hospital



Health Care Workforce

A Improving Wages for Direct Care Workers V$351.8M
ongoing
Maintains a $3.40 per hour wage enhancement and
supports paid sick leave for more than 160,000 direct
care workers, helping providers recruit and retain the
workforce that Michiganders rely on

Almproving Nursing Home Care V$10M one -time
Deploys civil monetary penalty revenue to stabilize
staffing levels, enhance training, and improve quality of
care for nursing home residents across Michigan



Protecting Access to Care and Food Security

H.R. 1 Implementation

The FY27 Executive Budget Recommendation makes
iInvestments to ensure compliance with federal changes while
supporting Michiganders in meeting Medicaid and SNAP work
requirements:

A SNAP Admin V $94.3M ongoing
State administrative cost  -share increases from 50% to 75%

A New Medicaid and SNAP Requirements

A DHHS V$60.4M ongoing
Funds staff and beneficiary support to implement new
federal requirements

A LEO V $30M ongoing
Provides job search and training, employment services,
and registered apprenticeships to help residents meet
new work requirements

A DTMB V $2M ongoing
Enhances enterprise data  -sharing to streamline
verification and ensure efficient compliance



Creating Jobs and
Growing the Economy




Sustainable Road Funding

A Implementing a Long -term Roads Package V$1.6B in FY27

Launches the first full year of a sustainable, long -term road funding . o 4
NAQt AT NR DANAJWNEdAT ©A geW NeEAex gt dqanBNae
every driver and community across Michigan

A $2B delivered to improve Michigan's roads once fully phased in,
with the majority going to local roads

A $100M to repair and replace local bridges, improving safety and
reliability for drivers

A $40M for rail grade separation projects to reduce congestion
and improve safety at crossings

A $100M for public transit, supporting new infrastructure projects
and local bus operations

A Supports an estimated 30,500 jobs annually

A When new resources  from the roads package are combined with
existing support, over $5.8B in support for roads, bridges, and _ .
ANEAANArdan dr ENQeBBNADANDZ gA At N geWw NEAe xa



Growing and Diversifying Jobs

AanNOdAA MY NAA AADZ >e Al WM ape Aimé A A €A O

Brings major events and conventions to Michigan, supporting
tourism and small businesses

A Pure Michigan VA &n7 § eAf e dAF
Sustains support for Pure Michigan and enhances the state's
tourism marketing initiatives

A Strengthening Port Infrastructure V $5.3M ongoing
Establishes a Maritime and Port Facility Office to coordinate
port activity, administer grants, and position Michigan to
attract federal and private investment

A Business Attraction and Community Revitalization V $59.4M
ongoing A
>Se ANQA?Nr r?2nnecn Reac dtgdidnd and Ay r
community revitalization programs to incentivize job creation,

investment and revitalize blighted properties
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Al NedAA u ANSSMbned:tme A
Provides resources for the Office of Future Mobility and
Electrification, advancing aviation and drone initiatives
that drive innovation, economic growth, and workforce
development in Michigan

AGrowing Defense -Based Industries V$1Mone -A ¢ B NA
Brings total support for the Michigan Office of Defense
and Aerospace Innovation to $5M, advancing programs 5
that foster o AAeW Ande AR OQ&NAAN Yekr R AADZT7 cen 9140t dfi AAy
defense and aerospace industries

APowering Maritime Manufacturing _ V$5M one -time
A?nneccar 1 dattige Anaryufacturing
workforce and defense industry growth



