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STATE OF MICHIGAN

GRETCHEN WHITMER OFFICE OF THE GOVERNOR GARLIN GILCHRIST Il
GOVERNOR LANSING LT. GOVERNOR

March 5, 2019

My Fellow Michiganders:

On my campaign for Governor, | traveled to all 83 counties in Michigan to listen to people about
the issues that they want their Governor to focus on. That's why my first Executive Budget
Recommendation as Governor focuses on solving problems that will actually make a difference
in people’s lives right now, like fixing our roads, cleaning up our drinking water, and making sure
every Michigander has a path to a high wage skill.

The state’s General Fund has remained flat for nearly 20 years, meaning that the money the
state has available to invest in key priorities is the same today as it was in 2000. If we want to .
make Michigan a home for opportunity, we need new revenue.

I’'m proposing a plan that will actually fix the roads the right way, the first time, because right
now, our roads are downright dangerous. One study found that Michigan has the worst roads in
the country, and it's estimated that they cost the average Michigander $562 a year. My plan will
make sure we fix the roads and they stay fixed, so that everyone can drive to work and drop
their kids at school safely.

My budget plan makes the strongest investment in K-12 schools in a generation, with increases
not only for the per-pupil foundation allowance, but also for pre-school programs, special
education, career technical education, and at-risk youth. It will ensure that every child can get
on a path to a high wage skill so they can build a life for themselves right here in Michigan.

I’'m dedicated to making a real investment in protecting public health and safety by cleaning up
our drinking water by addressing threats such as PFAS and lead contamination, because right
now, communities across the state can't trust the water coming out of their tap. Every
Michigander, no matter where they live, deserves access to clean, safe drinking water.

| look forward to working together with members of the Legislature to continue the tradition that
began under Governor Snyder and pass the 2020 budget by summer break. | know that by
staying focused on doing what is right and best for all the people of Michigan, we will pass a
budget that will make a positive difference in your life and the lives of our children.

The fiscal year 2020 Executive Budget Recommendation, as well as the fiscal year 2021
planning budget, are provided on the following pages. Let’s get to work.

Sincerely,

Gretchen Whitmer
Governor

GEORGE W. ROMNEY BUILDING e 111 SOUTH CAPITOL AVENUE ¢ LANSING, MICHIGAN 48909
www.michigan.gov
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BUDGET OVERVIEW

Executive Budget Summary
For Fiscal Years 2020 and 2021

Governor Gretchen Whitmer’s first Executive Budget Recommendation makes people the priority by
supporting programs and policies that are good for every Michigander. That means fixing the roads,
improving our drinking water infrastructure, and making the education investments needed for our
children to succeed.

This overview highlights the Governor’s biggest initiatives. The remainder of this budget book provides
more detailed information on other investments being recommended to ensure the health, safety, and
success of the people of Michigan. These are solutions that will make our state a better place for its
residents, and a place that we can all be proud to call home.

Fixing the State’s Infrastructure

The roads in Michigan have been neglected for too long. A 2018 American Society of Civil Engineering
report gave Michigan a D- on the condition of our roads. Past attempts to improve the state’s
infrastructure were unable to adequately provide the safe roads and bridges that are critically needed. In
2015, a package was passed by the Legislature that only identified a portion of the funding needed to fix
our roads. The result has been a slowing of the decline in the condition of our roads, rather than any real
improvement. The time has come to abandon temporary stopgaps and implement a bold, permanent
and sustainable solution.

A thorough analysis shows that it will take an estimated $1.5 billion in new annual funding to maintain
just the roads and bridges that fall under the state’s jurisdiction. Additional funds will be needed to
improve the condition of roads maintained by local units of government. The longer our roads go without
proper maintenance and repaving, the larger the long-term costs become.

With the amount of General Fund revenue remaining unchanged from two decades ago, even as
inflation continues to rise, it is clear that simply redirecting existing resources cannot improve the
condition of our roads. The only way to truly fix our transportation infrastructure is to ensure that the state
has a consistent, constitutionally dedicated revenue stream to fund a sustainable long-term solution.

To fix our roads and resolve this problem permanently, this budget proposes three 15-cent motor fuel tax
increases from October 1, 2019 through October 1, 2020. This plan will generate $2.5 billion in new
annual transportation revenue, which will be deposited to a new Fixing Michigan Roads Fund and
targeted to our most highly traveled and commercially important state and local roads.

To offset the increase in the motor fuel tax for low-income working families, the plan doubles the Earned
Income Tax Credit over two years. While this plan will require some sacrifice by all of us, the benefits will
be realized for decades to come.

This funding plan will allow us to put crews to work on our roads today, while also creating a new legacy
of infrastructure responsibility for our state. Not only will we fix our roads over the next ten years, but with
proper funding and maintenance, we will ensure that the mistakes of the past are not repeated. This is
the right thing for our roads, and the residents of the state who drive them each and every day.
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State Trunkline Actual and Projected Pavement Conditions
with Fixing Michigan Roads Plan Revenues
2017 - 2029

100%

90%

80%
- ®- . \
-y
L
~
~

70% Fixing Michigan Roads Plan

A Correcting Course to a

’ Current: 78%

- . e
60% ~o Sustainable Condition Goal
-y \* -
/ *~ -~ i
50% =~ o
Current Course to T - e o -

0% Further System Deterioration

Percent of Network in Good or Fair Condition

30%

20%
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

=& Historical ==®==Without New Revenues ==®= Fixing Michigan's Roads Plan

In addition to the state’s crumbling roads, an immediate need for improved water infrastructure must be
addressed in order to keep our residents healthy and our state safe from threats of contaminants. In the
2020 Executive Budget Recommendation, there are multiple investments that strengthen the safety of
our drinking water and environment. This budget invests $120 million to improve drinking water
infrastructure to pursue the vision for clean and safe water for every Michigander. Funding initiatives
include service line replacements, research and treatment for PFAS and other emerging contaminants,
drinking water revolving fund loan forgiveness, watershed planning, and research to optimize water
treatment and distribution systems. An additional $1.9 million is invested for a Drinking Water
Compliance Assistance Unit and $60 million is allocated for school hydration stations that will provide
clean, filtered drinking water to students across the state.

Championing our Children

Governor Whitmer recognizes that there is an educational crisis in our state, as Michigan continues to
fall behind on meaningful measures such as student literacy and college preparedness. Students and
teachers have had to contend with consistently underfunded schools and rising tuition costs, creating
learning obstacles for students across all geographic and socioeconomic categories. This budget
recommendation champions our students by providing strategic investments during every stage of their
education.

For fiscal year 2020, the Governor recommends $13.8 billion in operations funding for the state’s K-12
schools, which translates to the biggest increase for school operations in a generation of students, going
back to 2002. This includes a foundation allowance investment of $235 million, which will provide
additional resources of between $120 and $180 per pupil to fund basic classroom and operational
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BUDGET OVERVIEW

expenses. The increase will also close the equity gap to below $500 per pupil between schools at the
minimum and maximum foundation allowances, helping to ensure that every school has the resources to
succeed.

Year-over-Year % Increase in State Funding for School Operations
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Michigan serves a diverse population of students, with some children needing additional assistance or
resources to help them thrive. These students may require special education services, need additional
services and supports due to specific at-risk factors such as being economically disadvantaged, or need
career and technical education (CTE) to make sure they are ready for college or the workforce. Based
on the recommendations of a recent report from the Michigan School Finance Research Collaborative
(SFRC), this budget includes a weighted funding system that will recognize the higher costs of educating
students in those categories. Additional funding of $120 million is included for special education
students, $102 million for at-risk students, and $50 million for CTE students.

Our children have the best chance at succeeding in their educational careers when they have a good
foundation from which to build. The 2020 budget recommendation provides an expansion of the Great
Start Readiness Program in the amount of $85 million, for a total of $328.9 million, to make preschool
programs available to more students across the state and improve the programs in place today. To
further strengthen student’s foundation, this budget jump starts early literacy initiatives with an
investment of $28.5 million. This funding will triple the number of state-funded literacy coaches in
schools to address early literacy and will also help to develop tools that can assist adults.

While this budget recommendation provides extra resources for students at the beginning of their
education, this budget also supports post-secondary success. The 2020 budget recommendation
provides a three percent increase in operations funding for public universities and community colleges to
support learning for their students and keep tuition increases down.

The Governor also recognizes that all students and careers do not require a four-year degree. Many in-
demand industries only require students to acquire advanced skills and to become certified in their fields.
To assist these non-traditional students, the creation of the Michigan Reconnect Grant Program is
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detailed in this budget, which provides opportunities for those seeking training or certification in
specialized careers. The program offers eligible participants tuition-free training towards their
certification or credentials, which will help them get one step closer to obtaining a well-paying job in a
high demand field. In addition to certification training, the Governor has proposed a MI Opportunity
initiative to take effect in fiscal year 2021, which will provide tuition-free education at community colleges
across the state.

Long-Term Balance

The 2020 budget recommendation is structurally balanced and takes sweeping steps to ensure that
revenues coming into the state’s General and School Aid funds are being used for their intended
purpose, eliminating the shell games of the past. Transportation needs are funded with predictable,
constitutionally dedicated funds, while public universities are funded fully with General Fund, rather than
redirected School Aid Fund revenue. This allows $500 million in School Aid Fund resources to be
returned to the funding needs of our K-12 schools.

The budget plan also calls for the repeal of the retirement tax, ensuring that seniors get the full benefit of
the pensions they worked so hard to obtain. The lost state revenue from the full repeal of the retirement
tax is replaced by a business pass-through tax that creates tax parity between traditional corporations
and pass-through business entities.

The recommendation for the 2020 budget, including all state and federal revenue, stands at $60.2 billion.
The FY 2020 budget is a 3.6 percent increase from the current FY 2019 budget — 2.5 percent if the
Transportation budget is removed. The state’s total General Fund budget is $10.7 billion, an increase of
2.3 percent from the current FY 2019 level. The state’s School Aid Fund budget stands at $15.4 billion,
an increase of 3.5 percent from FY 2019.

Over 80 Percent of the General Fund Budget is for Health
Care, Protection of Vulnerable Children and Adults,
Education, and Public Safety

Higher Education
15%

Public Safety
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DEPARTMENT DETAIL

Department of Agriculture and Rural Development
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Agriculture and Rural Development safeguards the state’s food supply and promotes
the agricultural interests of the state. The department accomplishes this mission through the
achievement of their key goals of assuring food safety, human and animal health, environmental
sustainability, and economic development.

The Governor's recommended budget for fiscal year 2020 includes total ongoing funding of $107.8
million, of which $55.9 million comes from the state’s general fund. The Governor’s recommendation
also includes $2 million general fund in one-time funding in fiscal year 2020.

Highlights
The Governor’'s recommended budget includes the following investments:

+  $5 million for a Licensing and Inspection System to modernize the department’s
licensing and inspection systems to enhance functionality and improve the customer
experience. This is the second phase of funding for a $10 million project. These funds will
be allocated from the Information Technology Investment Fund (ITIF) in the budget for the
Department of Technology, Management and Budget. The ITIF supports information
technology projects that lead to transformative change in state service delivery and
modernization of legacy systems.

+  $4 million for Double Up Food Bucks (general fund) to increase the purchasing power of
residents who receive food assistance by providing a dollar-to-dollar match to buy fresh
fruits and vegetables at participating grocery stores and farmer’s markets. This funding
along with private dollars will leverage federal funding to expand the program statewide.

+ $200,000 to Create a permanent Emerging Contaminants Coordinator Position
(general fund) responsible for providing outreach and education to farmers, local health
departments, food service establishments, and local conservation districts on emerging
contaminant issues as they relate to plants, dairy, meat, and animal feed.

FISCAL YEARS 2020 AND 2021 EXECUTIVE BUDGET RECOMMENDATION - B-1



Agriculture and Rural Development

B-2
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Continuing Funding

Beyond the investments highlighted above, the Executive Recommendation maintains funding for the
following areas:

*

$22.3 million for Food and Dairy operations ($13.9 million general fund) to support foodborne
illness response, food service establishment licensing, and dairy farm inspections.

$17.1 million for Laboratory Services ($7.3 million general fund) to support two regulatory
laboratories focused on testing for food and feed pathogens, providing diagnostic testing, and
protecting consumers by monitoring the quality and quantity of gasoline being sold.

$10.2 million for Michigan Agricultural Environmental Assurance Program and Environmental
Stewardship ($1.0 million general fund) to support conservation district grants to educate farmers
on environmental risk prevention and simplify compliance with state and federal agriculture laws.

Reductions

To enable the department to prioritize its core health and safety mission, the proposed budget reduces
funding for the following programs:

*

$2.6 million reduction to the Food and Agriculture Investment Program (general fund). Funding
of $2.5 million is retained for this program, which has seen large funding increases in recent years.

$200,000 decrease in grants to County, Fairs, Shows, and Expositions (general fund), which
have the ability to generate revenue for priority county fairground projects. The budget maintains
$200,000 general fund for these projects.

- Governor Gretchen Whitmer



Department of Agriculture and Rural Development
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

DEPARTMENT DETAIL

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $60,835.2 $110,198.1
Removal of FY 2019 One-Time Funding ($4,855.0) ($4,855.0)
FY 2020 Ongoing Investments
Double Up Food Bucks - Improve access tq r_\ealth_y fruits a_md vegetables at Michigan retailers $2.000.0 $2.000.0
and farm markets (total investment of $4 million with one-time funds) ’
FY 2020 Reductions
County Fairs Grants Reduction - Reduce by 50% ($200.0) ($200.0)
Food and Agriculture Investment Program - Reduce by 50% ($2,600.0) ($2,600.0)
FY 2020 Baseline Adjustments
Reestablish Agriculture Preservation Conservation Easement Grant Program $0.0 $2,000.0
Employee Payroll Related Adjustments $740.0 $1,075.6
Other Technical Adjustments $0.0 $211.8
FY 2020 Total Executive Recommendation - Ongoing Funding $55,920.2 $107,830.5
FY 2020 One-Time Investments
Double Up Food Bucks - Improve access to healthy fruits and vegetables at Michigan retailers
and farm markets; one-time funding will allow for expansion of program statewide $2,000.0 $2,000.0
FY 2020 Total Executive Recommendation - One-Time Funding $2,000.0 $2,000.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $57,920.2 $109,830.5
$ Change from FY 2019 - Total Funding ($2,915.0) ($367.6)
% Change from FY 2019 - Total Funding (4.8%) (0.3%)
FY 2021 Adjustments
GF/GP GROSS
FY 2020 Total Executive Recommendation $57,920.2 $109,830.5
Removal of FY 2020 One-Time Funding ($2,000.0) ($2,000.0)
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase ($443.2) ($644.0)
FY 2021 Total Executive Recommendation $55,477.0 $107,186.5
$ Change from FY 2020 - Total Funding ($2,443.2) ($2,644.0)
% Change from FY 2020 - Total Funding (4.2%) (2.4%)

FISCAL YEARS 2020 AND 2021 EXECUTIVE BUDGET RECOMMENDATION -
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DEPARTMENT DETAIL

Attorney General
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Attorney General is the lawyer for the State of Michigan and provides legal advice and
representation to state officials and agencies. The Attorney General also investigates consumer
complaints, enforces child support orders, and initiates legal action on behalf of residents of Michigan.

The Governor’s recommended budget for fiscal year 2020 includes total ongoing funding of $106.5
million, of which $41.7 million comes from the state’s general fund.

Highlights
The Governor’'s recommended budget includes two key investments:

+  $4.8 million for Child Abuse and Neglect Cases in Wayne County, an increase of
$340,000 over current funding. Attorney General staff represent child abuse and neglect
cases in Wayne County on behalf of Department of Health and Human Services. The Third
Circuit Family Court added two new judicial dockets, requiring two Assistant Attorneys
General to handle the cases.

+ $2 million for a special investigation (lawsuit settlement proceeds fund) into alleged
sexual assault and abuse of children and others by clergy in the Catholic Church for fiscal
year 2019.

Continuing Funding

Beyond the investments highlighted above, the Governor's recommended budget includes funding for
the following programs:

+ $3.6 million for Child Support Enforcement to prosecute parents who can pay their court-ordered
obligations but fail to do so. Since 2003, Michigan Attorney General’s Child Support Division has
collected more than $266 million, directly impacting the lives of 22,300 children.

+ $2.2 million for the Prosecuting Attorneys Coordinating Council for continuing professional
education, case management support, and legal research for local prosecutors in Michigan.

+ $2 million for OK2SAY in the Attorney General and State Police budgets. To date, the student
safety hotline has received over 15,000 tips regarding suicide threats, planned school attacks,
alcohol and drugs, and other potential threats to the health and safety of students and others.

+ $1.7 million for sexual assault law enforcement efforts to test backlogged sexual assault kits in
communities statewide and to assist in the investigations and prosecutions that may result.

FISCAL YEARS 2020 AND 2021 EXECUTIVE BUDGET RECOMMENDATION - B-5



Attorney General

+ $906,200 for Public Safety Initiative to target repeat violent offenders and reduce backlogs of
outstanding warrants in high-risk urban areas.

OK2SAY Received Over 15,000 Tips Through
September 2018

Sexting, Sex Assault, etc.
Planned School Attack, Threats
Self-Harm

Drugs/Alcohol

All other tips

Anxiety, depression, etc.

Suicide Threats

Bullying/Cyberbullying
- 1,000 2,000 3,000 4,000
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DEPARTMENT DETAIL

Attorney General
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $41,206.8 $104,027.7
Removal of FY 2019 One-Time Funding ($100.0) ($1,178.8)
FY 2020 Ongoing Investments
Child Abuse and Neglect Cases - Third Circuit Family Court added two new dockets, requiring $0.0 $340.0

two additional attorneys

MSHDA Legal Services - Funding for two additional attorneys $0.0 $335.5
DTMB Legal Services - Funding for three attorneys and one support staff position for litigation,

real estate, procurement, and other legal services $0.0 $670.0
FY 2020 Reductions
None recommended. $0.0 $0.0
FY 2020 Baseline Adjustments
Marihuana Legal Services - Legal representation for Bureau of Marijuana Regulation $0.0 $935.4
Employee Payroll Related Adjustments $629.5 $1,388.0
FY 2020 Total Executive Recommendation - Ongoing Funding $41,736.3 $106,517.8
FY 2020 One-Time Investments
None recommended.
FY 2020 Total Executive Recommendation - One-Time Funding $0.0 $0.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $41,736.3 $106,517.8
$ Change from FY 2019 - Total Funding $529.5 $2,490.1
% Change from FY 2019 - Total Funding 1.3% 2.4%
FY 2021 Adjustments
GF/GP GROSS
FY 2020 Total Executive Recommendation $41,736.3 $106,517.8
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase ($375.2) ($901.6)
FY 2021 Total Executive Recommendation $41,361.1 $105,616.2
$ Change from FY 2020 - Total Funding ($375.2) ($901.6)
% Change from FY 2020 - Total Funding (0.9%) (0.8%)
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DEPARTMENT DETAIL

Department of Civil Rights

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Civil Rights Commission, appointed by the Governor, leads the state’s efforts to protect civil rights
and prevent discrimination. The Department of Civil Rights works to prevent discrimination through
educational initiatives that promote voluntary compliance with civil rights laws, investigation and
resolution of discrimination complaints, and programs for community relations and federal contracts.
The department also provides support for the Women’s Commission, staff to help enforce the Americans
with Disabilities Act, and staff to assist the deaf, deafblind, and hard of hearing.

The Governor’'s recommended budget for fiscal year 2020 recommends total ongoing funding of $16.4
million, of which $13.2 million comes from the state’s general fund.

Highlights
The Governor's recommended budget continues funding for the following programs:

+  $7.5 million for Enforcement Programs and Services to fund all activities related to
investigation and resolution of discrimination complaints raised by customers with civil
rights related needs or concerns. Enforcement is financed through the combination of
general fund and federal funds.

+  $1.5 million for Education and Outreach to provide for activities in collaboration with
community-based organizations, governmental units, advocacy groups, law enforcement,
and the private sector.

Formal Complaints
by Areas of Discrimination: FY 2018
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Civil Rights

Department of Civil Rights
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $13,022.1 $16,201.1
Removal of FY 2019 One-Time Funding $0.0 $0.0
FY 2020 Ongoing Investments
None recommended $0.0 $0.0
FY 2020 Reductions
None recommended $0.0 $0.0
FY 2020 Baseline Adjustments
Employee Payroll Related Adjustments $173.6 $187.2
FY 2020 Total Executive Recommendation - Ongoing Funding $13,195.7 $16,388.3
FY 2020 One-Time Investments
None recommended $0.0 $0.0
FY 2020 Total Executive Recommendation - One-Time Funding $0.0 $0.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $13,195.7 $16,388.3
$ Change from FY 2019 - Total Funding $173.6 $187.2
% Change from FY 2019 - Total Funding 1.3% 1.2%
FY 2021 Adjustments
GF/GP GROSS
FY 2020 Total Executive Recommendation $13,195.7 $16,388.3
Removal of FY 2020 One-Time Funding $0.0 $0.0
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase ($127.4) ($139.6)
FY 2021 Total Executive Recommendation $13,068.3 $16,248.7
$ Change from FY 2020 - Total Funding ($127.4) ($139.6)
% Change from FY 2020 - Total Funding (1.0%) (0.9%)

B-10 . Governor Gretchen Whitmer



DEPARTMENT DETAIL

Community Colleges
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

Michigan’s 28 community colleges provide over 347,000 students with affordable access to
postsecondary education opportunities, representing an essential component of the state’s education
system. These institutions are integral to reaching the Governor’s goal of at least 60 percent of Michigan
residents between the ages of 16 and 64 earning a college degree or certificate by 2030.

The Governor’'s recommended budget for fiscal year 2020 includes total funding of $421.2 million for
community colleges. The amount of School Aid Fund revenue utilized for community colleges remains at
$408.2 million.

Highlights
The Governor’'s recommended budget includes:

+  $9.7 million in additional community college operations funding (general fund),
representing a 3 percent increase compared to fiscal year 2019 bringing the total to $332
million. This is the largest percentage increase since fiscal year 2015 and will be distributed
through the existing performance funding formula. Receipt of the funding increase is
contingent on colleges holding tuition increases below 3.2%, equal to projected inflation
plus one percentage point, in order to limit tuition cost increases for students and families.

+  $10 million for community college retirement obligations, bringing the total to $87
million. The Governor’'s recommended budget continues to provide state support for
retirement contributions to the Michigan Public School Employees Retirement System
(MPSERS), providing fiscal stability to community colleges.

Continuing Funding

Beyond the investments highlighted above, the Governor’'s recommended budget continues $2.2
million in funding for Renaissance Zone Tax Reimbursements to hold community college districts
harmless from the impact of property tax exemptions in designated Renaissance Zones.
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FY 2020 Community Colleges Funding
($ in thousands)

Community College Ol:e(rzgi:)is FY 2020 OE:rzgii(;s
Funding Increase Funding
Alpena $5,707.6 $149.7 $5,857.3
Bay de Noc 5,624.8 151.9 5,776.7
Delta 15,104.3 431.0 15,5635.3
Glen Oaks 2,620.0 80.9 2,700.9
Gogebic 4,844.3 119.1 4,963.4
Grand Rapids 18,709.3 620.7 19,330.0
Henry Ford 22,463.6 624.8 23,088.4
Jackson 12,698.2 321.7 13,019.9
Kalamazoo Valley 13,046.6 385.9 13,432.5
Kellogg 10,214.4 287.0 10,501.4
Kirtland 3,321.6 133.6 3,455.2
Lake Michigan 5,672.1 171.8 5,843.9
Lansing 32,725.8 835.0 33,560.8
Macomb 34,124.0 971.6 35,095.6
Mid Michigan 5,112.4 177.8 5,290.2
Monroe County 4,708.6 172.3 4,880.9
Montcalm 3,542.9 126.1 3,669.0
Mott 16,381.6 466.8 16,848.4
Muskegon 9,264.7 249.5 9,514.2
North Central Ml 3,402.6 121.0 3,523.6
Northwestern Ml 9,625.4 270.2 9,895.6
Oakland 22,093.0 758.2 22,851.2
Schoolcraft 13,112.9 477.3 13,590.2
Southwestern M 6,946.9 183.0 7,129.9
St. Clair 7,358.7 221.6 7,580.3
Washtenaw 13,764.0 521.9 14,285.9
Wayne County 17,487.2 548.7 18,035.9
West Shore 2,573.4 88.4 2,661.8
Operations Subtotal: $322,250.9 $9,667.5 $331,918.4
MPSERS Retirement Subtotal: $87,045.6
Renaissance Zone Reimbursement: $2,200.0
Total: $421,164.0
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DEPARTMENT DETAIL

Community Colleges
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP SAF GROSS
FY 2019 Current Law $0.0 $408,215.5 $408,215.5
Removal of FY 2019 One-Time Funding $0.0 $0.0 $0.0
FY 2020 Ongoing Investments
Community College Operations - 3% increase distributed through performance formula $9,667.5 $0.0 $9,667.5
FY 2020 Reductions
None recommended $0.0 $0.0 $0.0
FY 2020 Baseline Adjustments
MPSERS AROR Normal Cost - Funds the normal cost portion of community college costs to
reduce the assumed rate of return for MPSERS to 7.05% $3.281.0 $2,500.0 $5.781.0
MPSERS UAL Stabilization - Annual adjustment for the state's share of MPSERS costs above
the cap, bringing total MPSERS costs to $74.8 million $0.0 ($2,200.0) ($2,200.0)
Renaissance Zone Tax Reimbursement - Reflects reduced amount needed as a result of $0.0 ($300.0) ($300.0)
personal property tax reforms
FY 2020 Total Executive Recommendation - Ongoing Funding $12,948.5 $408,215.5 $421,164.0
FY 2020 One-Time Investments
None recommended $0.0 $0.0 $0.0
FY 2020 Total Executive Recommendation - One-Time Funding $0.0 $0.0 $0.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $12,948.5 $408,215.5 $421,164.0
$ Change from FY 2019 - Total Funding $12,948.5 $0.0 $12,948.5
% Change from FY 2019 - Total Funding 0.0% 0.0% 3.2%
FY 2021 Adjustments
GF/GP SAF GROSS
FY 2020 Total Executive Recommendation $12,948.5 $408,215.5 $421,164.0
Removal of FY 2020 One-Time Funding $0.0 $0.0 $0.0
MPSERS AROR Normal Cost - Funds the normal cost portion of community college costs to
reduce the assumed rate of return for MPSERS from 7.05% to 6.8% $0.0 (8439.0) (3439.0)
MPSERS UAL Stabilization - Annual adjustment for the state's share of MPSERS costs above
the cap bringing the total MPSERS costs to $86.7 million $0.0 $11,900.0 $11,900.0
FY 2021 Total Executive Recommendation $12,948.5 $419,676.5 $432,625.0
$ Change from FY 2020 - Total Funding $0.0 $11,461.0 $11,461.0
% Change from FY 2020 - Total Funding 0.0% 2.8% 2.7%
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DEPARTMENT DETAIL

Department of Corrections
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Corrections is responsible for the custody and supervision of all prisoners, parolees,
and probationers within the state’s correctional system. To ensure the safety of Michigan’s residents and
improve offender outcomes, the department provides a variety of programming and support services
designed to hold offenders accountable, promote offender success, and mitigate the chances of future
offense.

The Governor’s recommended budget for fiscal year 2020 includes total ongoing funding of $2 billion
general fund. The Governor also recommends $15.4 million in one-time funding in fiscal year 2020, all of
which comes from the general fund.

Highlights
The Governor's recommended budget includes three key investments:

¢+ $10.5 million for New Custody Staff Training (one-time general fund) to address
projected attrition of corrections officers. Funds will support the training of 408 new
corrections officers to ensure safe and secure prison operations.

¢+ $4.6 million for the replacement of electronic tether devices (one-time general fund) to
enhance public safety and improve the supervision of offenders in the community.

+  $2.1 million to support Michigan’s aging prisoner population. General fund resources
will support a specialized housing unit to more effectively manage the health care needs of
aging prisoners. Michigan currently has one of the oldest prisoner populations in the
country with 25% of prisoners aged 50 and over.

Continuing Funding
The Governor's recommended budget continues funding for the following operations:
+ $1.1 billion for Prison Facilities to support the operation of 30 correctional facilities that house

approximately 39,000 prisoners.

+ $310.3 million for Prisoner Health Care to support the delivery of physical and mental health care
and pharmacy services for Michigan’s prisoner population.

+ $133.7 million for Offender Success Programming to continue efforts in reducing Michigan’s
prisoner population. Funds provide a variety of support services such as educational and career
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Corrections

readiness programs, and residential services to encourage and assist prisoners in becoming self-
sufficient members of society upon release.

General Fund Appropriations for Corrections

Held Constant for Over a Decade
In Billions
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Reductions

The Governor’s budget reduces $4.7 million general fund by redirecting state resources from lower
priority and under-performing programs to areas of more acute need.
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Department of Corrections

Governor's Recommended Budget for Fiscal Years 2020 and 2021

$ in Thousands

FY 2020 Adjustments

FY 2019 Current Law
Removal of FY 2019 One-Time Funding
FY 2020 Ongoing Investments
Aging Prisoner Population - Supports the specialized needs of aging prisoners
FY 2020 Reductions
Elimination of six low priority programs
FY 2020 Baseline Adjustments
Hepatitis C Treatment - Supports Hepatitis C treatment costs
Contract Adjustments - Supports health care and other contractual inflationary adjustments
Transportation - Supports increases in prisoner transportation costs
Closure Savings - Represents full year savings from the closure of Ojibway Correctional Facility
Employee Payroll Related Adjustments
Other Technical Adjustments
FY 2020 Total Executive Recommendation - Ongoing Funding

FY 2020 One-Time Investments

New Custody Staff Training - Funding for an additional officer academy

Tether Replacement - Investment for new electronic tether devices

Aging Prisoner Population - Supports the specialized needs of aging prisoners
FY 2020 Total Executive Recommendation - One-Time Funding

FY 2020 Total Executive Recommendation - Ongoing and One-Time
$ Change from FY 2019 - Total Funding
% Change from FY 2019 - Total Funding

FY 2021 Adjustments

FY 2020 Total Executive Recommendation
Removal of FY 2020 One-Time Funding
Contract Adjustment - Removes FY 2020 one-time physical plant costs
FY 2021 Baseline Adjustments - Removes FY 2020 one-time employee salary increase
FY 2021 Total Executive Recommendation
$ Change from FY 2020 - Total Funding
% Change from FY 2020 - Total Funding
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GFIGP GROSS
$1,963,841.3 $2,019,056.2
($13,627.7) ($13,627.7)
$1,750.0 $1,750.0
($4,740.0) ($4,740.0)
$6,965.2 $6,965.2
$5,488.5 $8,112.1
$426.4 $426.4
($6,805.7) ($6,805.7)
$23,095.9 $23,370.8
$97.0 $107.0
$1,976,490.9 $2,034,614.3
$10,466.8 $10,466.8
$4,567.1 $4,567.1
$350.0 $350.0
$15,383.9 $15,383.9
$1,991,874.8 $2,049,998.2
$28,033.5 $30,942.0
1.4% 1.5%
GFIGP GROSS
$1,991,874.8 $2,049,998.2
($15,383.9) ($15,383.9)
$0.0 ($2,575.0)
($13,861.0) ($14,029.8)
$1,962,629.9 $2,018,009.5
($29,244.9) ($31,988.7)
(1.5%) (1.6%)
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DEPARTMENT DETAIL

Department of Education
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

Leadership for Michigan’s public education system is vested by the Michigan state constitution in the
elected members of the State Board of Education and the Superintendent of Public Instruction. The
Michigan Department of Education’s major responsibilities include administration of the School Aid
budget, early childhood learning, school improvement and accountability, and educator preparation and

certification.

The Governor’s recommended budget for fiscal year 2020 includes total ongoing funding of $436.3
million, of which $87.2 million comes from the state’s general fund.

Highlights
The Governor’'s recommended budget includes two key investments, both effective January 1,
2020:

+ $13.6 million (all federal funds) to expand access to child care for low income families by
increasing the income limit from 130% to 140% of the federal poverty level. This
investment will expand child care services to an estimated 2,000 families.

¢+ $16.4 million (all federal funds) to increase child care provider rates. Increases will be
larger for higher quality rated providers. This will incentivize all providers to serve
Michigan's children with the best quality of care.

Child Care Investments Continue, Pushing
Above 2010 Levels
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Continuing Funding

Beyond the investments highlighted above, the Governor’'s recommended budget continues funding for
the following programs:

+ $12.1 million for libraries (general fund) to supplement local revenue in ensuring Michigan
residents have access to local library services.

+ $320,000 for HIV/STD prevention (general fund) to improve the overall health and wellness of
students in schools statewide by providing supports to school districts with HIV/STD prevention
programs.
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DEPARTMENT DETAIL

Department of Education
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $91,503.6 $406,134.9
Removal of FY 2019 One-Time Funding ($5,000.0) ($5,000.1)
FY 2020 Ongoing Investments
Child care - Increase the entrance income limit for the child care program from .130% of the $0.0 $13.600.0
federal poverty level to 140% of the federal poverty level (3/4-year implementation) ’
Child care - Increase child care provider rates (3/4-year implementation) $0.0 $16,400.0
Child care - Increase funding for infant/toddler and quality child care $0.0 $3,600.0
FY 2020 Reductions
None recommended $0.0 $0.0
FY 2020 Baseline Adjustments
Renaissance Zones adjustment to reflect projected expenditures ($300.0) ($300.0)
Child care caseload adjustment $599.4 $0.0
Information Technology state restricted adjustment $0.0 $300.0
Employee Payroll Related Adjustments $409.0 $1,609.7
FY 2020 Total Executive Recommendation - Ongoing Funding $87,212.0 $436,344.5
FY 2020 One-Time Investments
None recommended $0.0 $0.0
FY 2020 Total Executive Recommendation - One-Time Funding $0.0 $0.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $87,212.0 $436,344.5
$ Change from FY 2019 - Total Funding ($4,291.6) $30,209.6
% Change from FY 2019 - Total Funding (4.7%) 7.4%
FY 2021 Adjustments
GF/GP GROSS
FY 2020 Total Executive Recommendation $87,212.0 $436,344.5
Removal of FY 2020 One-Time Funding $0.0 $0.0
FY 2021 Planned Investments - Full-year implementation of FY 2020 child care investments $0.0 $11,200.0
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase ($236.8) ($800.6)
FY 2021 Total Executive Recommendation $86,975.2 $446,743.9
$ Change from FY 2020 - Total Funding ($236.8) $10,399.4
% Change from FY 2020 - Total Funding (0.3%) 2.4%
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DEPARTMENT DETAIL

Department of Environmental Quality
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Environmental Quality (DEQ) works to promote wise management of Michigan’s air,
land, and water resources to support a sustainable environment, healthy communities, and a vibrant
economy. On February 20, 2019, Governor Whitmer signed Executive Order 2019-6 to restructure and
rename the department as the Department of Environment, Great Lakes, and Energy (EGLE). The new
department will focus on improving the quality of Michigan’s air, land, and water, protecting public health,
and encouraging the use of clean energy, and will serve as a full-time guardian of the Great Lakes, our
freshwater, and our public water supplies.

Subsequent to the effective date of the Executive Order, budget revisions will be submitted to reflect the
organizational restructuring, which will support the administration’s commitment to environmental
protection and improvement.

The Governor’s recommended budget for fiscal year 2020 includes total ongoing funding of $474.3
million, of which $49.8 million comes from the state’s general fund. The Governor also recommends $4
million general fund in one-time funding in fiscal year 2020.

Highlights
The fiscal year 2019 supplemental includes one key investment:

¢+ $120 million for a new Drinking Water Protection and Innovation Initiative (general
fund) to be used for lead and copper rule implementation, response to PFAS and emerging
contaminants, drinking water revolving fund loan support, affordability and planning
initiatives, and research and innovation activities. In addition, $60 million is recommended
in the School Aid budget for a statewide initiative to replace existing drinking fountains in
older school buildings with hydration stations, to provide clean, filtered drinking water to
Michigan’s school children.

The Governor’'s recommended fiscal year 2020 budget includes three key investments:

¢+ $69 million for Renewing Michigan’s Environment (restricted) to continue the program
created in fiscal year 2019. Approximately $45 million (65%) is dedicated to environmental
cleanup and redevelopment; approximately $9 million (13%) will be used for the waste
management program; and approximately $15 million (22%) will be used for the recycling
program.

¢+  $1.9 million for a new Drinking Water Compliance Assistance Unit (general fund) to
provide technical expertise related to the implementation of lead and copper rule
requirements to better safeguard Michigan residents from lead and copper in their drinking
water.
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¢+ $9.8 million to modernize and enhance core programmatic systems dedicated to
protecting the environment and the health of residents. These funds will be allocated from
the Information Technology Investment Fund (ITIF) in the budget for the Department of
Technology, Management, and Budget. The ITIF supports information technology projects
that lead to transformative change in state service delivery and the modernization of legacy
systems.

Continuing Funding

Beyond the investments highlighted above, the Governor's recommended budget continues funding for
the following programs:

+  $27.9 million for Air Quality ($6 million general fund) to ensure that Michigan’s air remains clean by
regulating sources of air pollutants to minimize adverse impacts on human health and the
environment.

+ $120 million for the State Revolving Fund ($5 million general fund), a low interest loan program
that assists qualified municipalities with the construction of water pollution control facilities.

+ $54.9 million for Petroleum Cleanup Programs (restricted) to support the management and
reduction of risk at thousands of sites contaminated by refined petroleum products. The funds
support both owner and state cleanup efforts.

DEQ Reduces Number of
Contaminated Gas Station Sites
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DEPARTMENT DETAIL
Reductions
The recommended budget reduces general fund for the following programs:

+ $2.7 million in general fund replaced by the Renewing Michigan’s Environment Program.
Current general fund support for recycling and vapor intrusion is no longer needed due to the
creation of a restricted fund source.

+ $1.5 million for the Water Quality and Use Initiative. The long-term vision funded by this initiative
has been established, so general fund resources can now be redirected to other key priorities.

+ $1 million for Lead Remediation Grants. Funding is instead provided for lead remediation in the
Department of Health and Human Services budget.
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Department of Environmental Quality
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $58,546.5 $501,302.6
Removal of FY 2019 One-Time Funding ($6,120.0) ($6,120.1)
FY 2020 Ongoing Investments
Drinking Water Compliance Assistance (10 FTEs) $1,900.0 $1,900.0
FY 2020 Reductions
Recycling Grants - Replaced by funding in the Renewing Michigan's Environment Program ($1,032.0) ($1,032.0)
Vapor Intrusion - Replaced by funding in the Renewing Michigan's Environment Program ($1,655.3) ($1,655.3)
Water Quality and Use Initiative ($1,522.9) ($1,522.9)
Lead Remediation Grants ($1,000.0) ($1,000.0)
FY 2020 Baseline Adjustments
Employee Payroll Related Adjustments $676.7 $3,068.3
Other Technical Adjustments $0.0 ($20,667.4)
FY 2020 Total Executive Recommendation - Ongoing Funding $49,793.0 $474,273.2
FY 2020 One-Time Investments
Drinking Water Infrastructure Grants For Remediation of Local Drinking Water Systems $4,000.0 $4,000.0
Drinking Water Declaration of Emergency Placeholder $0.0 $0.1
FY 2020 Total Executive Recommendation - One-Time Funding $4,000.0 $4,000.1
FY 2020 Total Executive Recommendation - Ongoing and One-Time $53,793.0 $478,273.3
$ Change from FY 2019 - Total Funding ($4,753.5) ($23,029.3)
% Change from FY 2019 - Total Funding (8.1%) (4.6%)
FY 2021 Adjustments
GF/GP GROSS
FY 2020 Total Executive Recommendation $53,793.0 $478,273.3
Removal of FY 2020 One-Time Funding ($4,000.0) ($4,000.1)
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase ($362.2) ($1,646.8)
FY 2021 Total Executive Recommendation $49,430.8 $472,626.4
$ Change from FY 2020 - Total Funding ($4,362.2) ($5,646.9)
% Change from FY 2020 - Total Funding (8.1%) (1.2%)
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DEPARTMENT DETAIL

Executive Office
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Executive Office is the Office of the Governor. The budget provides funding for the Governor and
her immediate staff, who assist her in executing the constitutional responsibilities as Chief Executive of
the State of Michigan. The Executive Office budget also includes funding for the Lieutenant Governor’'s
office. The Lieutenant Governor performs gubernatorial functions in the Governor’'s absence, presides
over the Senate, serves on the State Administrative Board, and represents the Governor at selected
local, state, and national meetings.

The Governor’s recommended budget for fiscal year 2020 includes total ongoing funding of $7.1 million,
all general fund.
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Executive Office
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $6,980.1 $6,980.1
Removal of FY 2019 One-Time Funding $0.0 $0.0
FY 2020 Ongoing Investments
Operations - 2% inflationary increase $134.2 $134.2
FY 2020 Reductions
None recommended
FY 2020 Baseline Adjustments
None recommended $0.0 $0.0
FY 2020 Total Executive Recommendation - Ongoing Funding $7,114.3 $7,114.3
FY 2020 One-Time Investments
None recommended
FY 2020 Total Executive Recommendation - One-Time Funding $0.0 $0.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $7,114.3 $7,114.3
$ Change from FY 2019 - Total Funding $134.2 $134.2
% Change from FY 2019 - Total Funding 1.9% 1.9%
FY 2021 Adjustments
GF/GP GROSS
FY 2020 Total Executive Recommendation $7,114.3 $7,114.3
Removal of FY 2020 One-Time Funding $0.0 $0.0
FY 2021 Total Executive Recommendation $7,114.3 $7,114.3
$ Change from FY 2020 - Total Funding $0.0 $0.0
% Change from FY 2020 - Total Funding 0.0% 0.0%

B-28 . Governor Gretchen Whitmer



The Department of Health and Human Services (DHHS) provides opportunities, services, and programs
to promote a healthy, safe, and stable environment and to help Michigan residents to be self-sufficient.
DHHS operates a network of offices throughout the state and administers critical programs including

DEPARTMENT DETAIL

Department of Health and Human Services

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

Medicaid, population health, child welfare, and public assistance.

The Governor’s recommended budget for fiscal year 2020 includes total ongoing funding of $25.9 billion,
of which $4.7 billion comes from the state’s general fund. The Governor also recommends $237.4 million
in one-time funding in fiscal year 2020, $71.6 million of which comes from the general fund. Most of the
one-time authorization is related to the anticipated reinstatement of the federal Health Insurer Fee.

Highlights

The Governor's recommended budget includes six key investments:

*

$13.9 million for Environmental and Public Health hazards response (general fund) to
allow DHHS to more effectively monitor and respond to environmental public health threats
and to expand laboratory capacity to investigate the potential contamination of public water
and food sources and assess their effects on human and community health.

$28.2 million for community-based home help services ($10.1 million general fund) to
help ensure that frail and elderly individuals can safely remain in their homes and outside of
nursing facilities. The funding addresses increasing costs related to the statutory minimum
wage changes adopted in 2018.

$10.0 million for Healthy Michigan Plan (HMP) work supports (general fund) to ensure
that HMP beneficiaries impacted by new work requirements have access to needed
employment supports and to provide resources to the department to help beneficiaries
address the new requirements.

$8.7 million for Child Welfare enhancements (general fund) to help the state meet
various commitments under a federal court settlement agreement. Funding includes $5.9
million for supportive visitation between foster children and their parents to promote family
reunification; $1.8 million for licensing incentive payments for kinship caregivers; and $1.0
million to maintain the Building Community Partnerships parent mentoring program.

$2.2 million for the Center for Forensic Psychiatry (general fund) to meet the growing
demand for forensic evaluations and restoration treatment for adults deemed incompetent
to stand trial and reduce current wait lists for these services. On a typical day, roughly 115
defendants wait in jail or while released on bond for an available bed to receive services to
restore their competency. The wait lists strain local jails that are sometimes forced to
provide behavioral health services to these defendants.
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¢+ $946,000 to support Child Support Pass-Through payments (federal funds) of up to
$200 for qualifying households within the Family Independence Program. Currently, the
state retains all collected child support to cover assistance payments. Access to additional
support from non-custodial parents will provide new cash resources to the state’s most
economically vulnerable families.

Other Investments and Continuing Funding

Beyond the investments highlighted above, the Governor’'s recommended budget contains funding for
the following programs:

*

B-30 -

$75.1 million for the Healthy Michigan Plan (general fund). The Executive Budget fully supports
the health coverage needs of enrollees in the Healthy Michigan Plan and includes funding to cover
increased state match requirements, which will move from 7 percent to a permanent rate of 10
percent starting in January 2020. The Administration is committed to working with the Legislature to
make improvements to current work requirement provisions scheduled to become effective in 2020
in order to support and encourage work for enrollees while simplifying procedures and reducing
compliance burdens.

$74.4 million to meet state match requirements within traditional Medicaid and Children’s
Health Insurance Program (CHIP) (general fund). Annual federal adjustments in Michigan’s share
for Medicaid expenditures will increase state Medicaid costs, while a more significant state cost in
CHIP is recognized due to enhanced federal matching funds expiring in fiscal year 2020 and fiscal
year 2021.

$50.0 million for the federal Health Insurer Fee (one-time general fund). One-time funding is
included in anticipation of the end of a one-year moratorium for a federal tax on health insurers. The
funding covers federally required payments to Medicaid health plans that are impacted by the tax.

$8.1 million in continuing funding for programs addressing the Flint water emergency
(general fund). Funding supports a variety of efforts for Flint residents including lead abatement
activities, lead poisoning prevention programs, early childhood home visiting initiatives, nutritional
programs, and health care services for children potentially exposed to lead. Of the $8.1 million, $5.2
million is appropriated on an ongoing basis, while another $2.9 million in designated as one-time
funding.

$7.0 million for the State Innovation Model (SIM) (general fund). One-time funding will continue
support for five Community Health Innovation Regions (CHIRSs) initially developed under the federal
SIM grant which expires in January 2020. Each CHIR provides a community-based structure for
engaging critical community partners in identifying and addressing local health challenges with the
goal of reducing intensive use of medical and social services. This bridge funding will maintain the
CHIR infrastructure established with federal grant funds while an evaluation of the model is
completed.
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+ $226,000 to waive birth certificate fees for people experiencing homelessness (general fund).
This investment helps individuals obtain critical personal identity documents that are needed as they
work toward regaining permanent housing.

Budget Recommends Critical Investments in Public
Health Programs (General Fund Appropriations)
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Reductions
The recommended budget reduces funding for the following programs:

+ $4.9 million savings from enhanced Medicaid payment review (general fund). The DHHS Office
of Inspector General will expand current efforts to recoup improper or fraudulent Medicaid payments
to include investigative efforts in collaboration with our Medicaid health plan partners, resulting in net
savings to the state.

+ $5.5 million from Long-Term Care Services (general fund). Nursing facilities are reimbursed
through Michigan’s Medicaid program based on their costs. This reimbursement is capped for the
highest cost facilities. The budget proposes to lower the variable cost cap applied to reimbursement.
The Executive Budget still assumes total long-term care reimbursement will grow 6.3 percent from
fiscal year 2018.

+ $3.7 million from the MiDOCs program (general fund). The budget retains $1.3 million general
fund for this medical residency program. The reduction reflects that work project funding is available
to support a smaller than anticipated first-year cohort in fiscal year 2019.

+ $3 million from Hospital Services (general fund). These funds support non-Medicaid lump sum
payments to eligible hospitals. The budget maintains $7 million of the $10 million in increased,

unmatched general fund added to the fiscal year 2019 budget for this purpose.
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+ $5.0 million from Medicaid HMO pharmacy administrative rate efficiency (general fund) to
reflect a reduction in administrative rates paid to Medicaid managed care plans in traditional
Medicaid and the Healthy Michigan Plan.

+ $4.5 million retainer savings (general fund) associated with increasing uncompensated care
Disproportionate Share Hospital (DSH) payments to hospitals. The expanded DSH pool draws down
additional federal dollars for hospitals and creates savings in the state budget.

+ $3.3 million savings from Hospice Services (general fund) by eliminating state-funded payments

to non-Medicare certified facilities that are not eligible for Medicaid reimbursement for room and
board costs.
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Department of Health and Human Services
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $4,439,789.4 $25,527,390.9
Removal of FY 2019 One-Time Funding ($60,401.8) ($173,976.7)
FY 2020 Ongoing Investments
Environmental and Public Health Hazards Response $13,857.0 $13,857.0
Child Welfare Enhancements - Supportive visitation, licensing incentives, family preservation $8,653.3 $8,653.3
Healthy Michigan Plan Work Supports $10,000.0 $10,000.0
Center for Forensic Psychiatry - staffing to address competency evaluations and treatment $2,178.6 $2,178.6
Child Support Pass-Through Payments - Up to $200 for cash assistance households $0.0 $946.0
Waive Birth Certificate Fees for Homeless Individuals $226.0 $226.0
FY 2020 Reductions
Enhanced Medicaid Payment Review - DHHS Office of Inspector General ($4,861.5) ($21,582.6)
Reduce Variable Cost Limit for Nursing Facilities from 80th to 70th Percentile ($5,500.0) ($15,303.3)
Medicaid Health Maintenance Organization Pharmacy Administrative Rate Efficiencies ($5,000.0) ($19,853.0)
MiDOCS Medical Residency Program - Recognize smaller than anticipated 1st-year cohort ($3,700.0) ($15,529.4)
Rural Hospital Payments - Grant funding to eligible hospitals reduced to $7m ($3,000.0) ($3,000.0)
Disproportionate Share Hospital Payment - GF retention savings tied to increased payments ($4,500.0) $40,696.0
Hospice Room and Board - Eliminate GF-funded payments for non-Medicare certified facilities ($3,318.0) ($3,318.0)
Align Dispensing Policies for Opioids with Centers for Disease Control Guidelines ($500.0) ($2,000.0)
Removal of Earmarked Funds - Programs that do not serve the statewide population ($5,885.2) ($7,894.6)
Other Efficiencies and Technical Reductions ($4,108.7) ($5,119.8)
FY 2020 Baseline Adjustments
Match rate changes: Medicaid/Healthy Michigan Plan/Children's Health Insurance Program $149,474.8 ($155.2)
Medicaid and Healthy Michigan Plan Caseload $73,159.8 $139,376.8
Human Services Caseload - Child Welfare and Public Assistance $10,514.9 ($163,612.0)
Actuarial Soundness for Medicaid Managed Care Organizations $61,886.7 $211,452.0
Community-Based Home Help Services - Increased costs with minimum wage changes $10,125.5 $28,173.1
Healthy Michigan Plan - Implementation of Work Requirements & Healthy Behavior Waivers $13,107.7 $26,215.4
Medicaid Benefits Trust Fund - Increase GF to address structural shortfall $10,000.0 $0.0
Medicaid Financing Adjustments - Provider taxes, DSH, special payments ($33,127.7) $241,645.4
Implementation of State Pays First Legislation ($4,118.2) $18,979.0
Recognize Statutory Increase in Long Term Care Current Asset Value Limit $1,747.6 $4,862.6
Child Support Collection Fee - Increase GF to allow state to absorb fee $956.3 $0.0
FY 2019 Supplemental - Annualize costs for CPS, Caro, direct care wage, homeless shelters $14,284.6 $24,973.3
Employee Payroll Related Adjustments $19,1354 $28,809.4
Other Adjustments $6,637.0 $44,308.6
FY 2020 Total Executive Recommendation - Ongoing Funding $4,707,713.5 $25,941,398.8
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FY 2020 One-Time Investments
Required Managed Care Payments Under Federal ACA Health Insurer Fee
Sustain Funding for Community Health Innovation Regions Under State Innovation Model
Maintain DHHS Information Technology Funding from FY 2019 Supplemental
Drinking Water Declaration of Emergency - $2.9 million in one-time funding for Flint programs
FY 2020 Total Executive Recommendation - One-Time Funding

FY 2020 Total Executive Recommendation - Ongoing and One-Time
$ Change from FY 2019 - Total Funding
% Change from FY 2019 - Total Funding

FY 2021 Adjustments

FY 2020 Total Executive Recommendation
Removal of FY 2020 One-Time Funding
FY 2021 Baseline Adjustments - HMP and Children's Health Insurance Program match rates
FY 2021 Planned Investments - Annualize administration for HMP waivers
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase
FY 2021 Total Executive Recommendation
$ Change from FY 2020 - Total Funding
% Change from FY 2020 - Total Funding
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GFIGP GROSS
$50,019.8 $180,500.0
$7,000.0 $7,000.0
$11,750.0 $47,000.0
$2,858.7 $2,858.7
$71,628.5 $237,358.7
$4,779,342.0 $26,178,757.5
$339,552.6 $651,366.6
7.6% 2.6%
GFIGP GROSS
$4,779,342.0 $26,178,757.5
($71,628.5) ($237,358.7)
$53,739.0 $0.0
$2,576.8 $5,153.6
($12,095.5) ($17,678.3)
$4,751,933.8 $25,928,874.1
($27,408.2) ($249,883.4)
(0.6%) (1.0%)



DEPARTMENT DETAIL

Higher Education

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Higher Education budget provides operating support to the state’s 15 public universities and also
funds student financial aid programs. Public universities provide a path to prosperity for a highly
educated workforce and are an essential component of reaching the Governor’s goal of at least 60
percent of Michigan residents between the ages of 16 and 64 earning a college degree or certificate by
2030. Over 285,000 students were enrolled in the state’s public universities last year.

The Governor’'s recommended budget for fiscal year 2020 includes total funding of $1.7 billion for higher
education, of which $1.6 billion is general fund.

Highlights
The Governor’'s recommended budget includes:

+  $45.6 million in additional university operations funding (general fund), representing a
3 percent increase compared to fiscal year 2019, the largest increase since fiscal year
2015. This increase will be distributed across the board to provide planning stability for
universities. Receipt of the funding increase is contingent on universities holding tuition
increases below 3.2% or $427, equal to projected inflation plus one percentage point, in
order to limit tuition cost increases for students and families. This investment also includes
a 3% increase for MSU AgBioResearch and MSU Extension.

+ Atotal of $110 million is recommended for the new Michigan Reconnect Grant
Program (funded from the Talent Investment Fund). These funds are being recommended
in a fiscal year 2019 supplemental and are expected to be sufficient to support the program
through fiscal year 2021.

+ $500.1 million of School Aid Fund is replaced with General Fund to eliminate all
School Aid Fund dollars being used to support public universities and return those funds to
K-12 education purposes.

Continuing Funding

Beyond the investments highlighted above, the Governor’'s recommended budget continues funding for
the following programs:

+ $135.1 million in continued funding for student financial aid programs, including $59.8 million
for the Tuition Incentive Program, $38 million for Tuition Grants, and $32.4 million for Competitive
Scholarships. Beginning in fiscal year 2020, the Tuition Incentive Program awards will be limited to a
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*

B-36 -

tuition cap of three times the per-credit in-district community college tuition rate, restraining program

cost growth.

$6.3 million for university retirement obligations. The Governor’'s recommended budget
continues to provide state support for retirement contributions to the Michigan Public School
Employees Retirement System (MPSERS), costs that would otherwise be paid by public universities.

($ in Thousands)

FY 2020 Public University Funding

University FY 2919 FY 2020 FY 2(?20 Percent
Funding Increase Funding Increase

Central Michigan University $87,415.0 $2,622.5 $90,037.5 3.0%
Eastern Michigan University 76,979.3 2,309.4 79,288.7( 3.0%
Ferris State University 54,950.7 1,648.5 56,599.2| 3.0%
Grand Valley State University 72,056.6 2,161.7 74,2183 3.0%
Lake Superior State University 13,987.0 419.6 14,406.6| 3.0%
Michigan State University 286,274.2 8,588.2 294,862.4 3.0%
Michigan Technological University 49,949.6 1,498.5 51,4481 3.0%
Northern Michigan University 47,998.4 1,440.0 49,438.4| 3.0%
Oakland University 52,819.2 1,584.6 54,403.8| 3.0%
Saginaw Valley State University 30,528.0 915.8 31,443.8| 3.0%
University of Michigan - Ann Arbor 320,782.4 9,623.4 330,405.8 3.0%
University of Michigan - Dearborn 26,071.8 782.2 26,854.0( 3.0%
University of Michigan - Flint 23,585.4 707.6 24,293.0( 3.0%
Wayne State University 202,363.2 6,070.9 208,434.1( 3.0%
Western Michigan University 111,151.0 3,334.5 114,485.5| 3.0%
Operations Subtotal:| $1,456,911.8 $43,707.4| $1,500,619.2| 3.0%

MSU AgBioResearch & Extension 64,4291 1,932.8 66,361.9 3.0%
Total:| $1,521,340.9 $45,640.2| $1,566,981.1 3.0%
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DEPARTMENT DETAIL

Higher Education
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP SAF GROSS
FY 2019 Current Law $1,046,017.9 $500,088.3 $1,669,732.6
Removal of FY 2019 One-Time Funding $0.0 $0.0 $0.0
FY 2020 Ongoing Investments
University Operations Increase - 3% across-the-board increase for university operations. $43,707.4 $0.0 $43,707.4
_Chlldren of Veterans Tuition Grant - Replace restricted revenues no longer available through $100.0 $0.0 $0.0
income tax form check-off.
MSU AgBioResearch Operations Increase - 3% increase $1,037.7 $0.0 $1,037.7
MSU Extension Operations Increase - 3% increase $895.1 $0.0 $895.1
FY 2020 Reductions
Tuition Incentive Program - $4.5 million savings from implementing a tuition cap of three times
the per-credit in-district community college tuition rate ($4,500.0) $0.0 ($4,500.0)
FY 2020 Baseline Adjustments
MPSERS UAL Stabilization for Universities - Annual adjustment for the state's share of MPSERS
costs above the cap for a total of $5 million (8116.0) $0.0 (8116.0)
MPSERS - AROR Normal Cost for Unversities - Funds the normal cost increase to reduce the
assumed rate of return for MPSERS to 7.05% $1,234.0 ($669.0) $565.0
Removes all School Aid Fund from university funding and replaces it with General Fund $499,419.3 ($499,419.3) $0.0
FY 2020 Total Executive Recommendation - Ongoing Funding $1,587,795.4 $0.0 $1,711,321.8
FY 2020 One-Time Investments
None recommended $0.0 $0.0 $0.0
FY 2020 Total Executive Recommendation - One-Time Funding $0.0 $0.0 $0.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $1,587,795.4 $0.0 $1,711,321.8
$ Change from FY 2019 - Total Funding $541,777.5 ($500,088.3) $41,589.2
% Change from FY 2019 - Total Funding 51.8% (100.0%) 2.5%
FY 2021 Adjustments
GF/GP SAF GROSS
FY 2020 Total Executive Recommendation $1,587,795.4 $0.0 $1,711,321.8
Removal of FY 2020 One-Time Funding $0.0 $0.0 $0.0
FY 2021 Baseline Adjustments - Annual adjustment for the state's share of MPSERS UAL
Stabilization costs above the cap for a total of $6 million $1.013.0 $0.0 $1.013.0
FY 2021 Total Executive Recommendation $1,588,808.4 $0.0 $1,712,334.8
$ Change from FY 2020 - Total Funding $1,013.0 $0.0 $1,013.0
% Change from FY 2020 - Total Funding 0.1% 0.0% 0.1%
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DEPARTMENT DETAIL

Department of Insurance and Financial Services
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Insurance and Financial Services (DIFS) regulates Michigan’s insurance and
financial services industries to protect consumers, strengthen the state’s business climate, and position
these industries for economic growth.

The Governor’'s recommended budget for fiscal year 2020 includes total ongoing funding of $68.9
million, of which $150,000 comes from the state’s general fund.

Highlights
The Governor’s recommended budget includes one key investment:

+  $499,300 and 6.0 FTEs for the Anti-Fraud Unit established in Executive Order 2018-9.
This unit will investigate and prosecute fraudulent and criminal activity in the insurance and
financial services sectors and will be fully supported with restricted funds.

Continuing Funding

Beyond the investment highlighted above, the Governor’s recommended budget continues funding to
support the regulation of a wide range of industries including banks, insurance companies, and other
consumer finance-related entities.

DIFS Funding Supports lts Core Mission

Enforcement and

Consumer
Protection
0 Insurance and
14% Fi ial Servi
___—Financial Services
Regulation
2%
Department _—
Services

14% Total: $68.9 million
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Department of Insurance and Financial Services
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GFI/GP GROSS
FY 2019 Current Law $550.0 $67,971.9
Removal of FY 2019 One-Time Funding ($400.0) ($400.0)
FY 2020 Ongoing Investments
Establish Anti-Fraud Unit - 6.0 FTEs and $499.3 for new unit created in E.O. 2018-9 $0.0 $499.3
FY 2020 Reductions
None recommended
FY 2020 Baseline Adjustments
Employee Payroll Related Adjustments $0.0 $818.6
FY 2020 Total Executive Recommendation - Ongoing Funding $150.0 $68,889.8
FY 2020 One-Time Investments
None recommended
FY 2020 Total Executive Recommendation - One-Time Funding $0.0 $0.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $150.0 $68,889.8
$ Change from FY 2019 - Total Funding ($400.0) $917.9
% Change from FY 2019 - Total Funding (72.7%) 1.4%
FY 2021 Adjustments
GFI/GP GROSS
FY 2020 Total Executive Recommendation $150.0 $68,889.8
Removal of FY 2020 One-Time Funding $0.0 $0.0
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase $0.0 ($481.5)
FY 2021 Total Executive Recommendation $150.0 $68,408.3
$ Change from FY 2020 - Total Funding $0.0 ($481.5)
% Change from FY 2020 - Total Funding 0.0% (0.7%)
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DEPARTMENT DETAIL

Judiciary

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

Michigan’s Constitution grants full judicial power to a court system composed of the Supreme Court, the
Court of Appeals, the Circuit Court, the Probate Court, and courts of limited jurisdiction such as the
District Court and municipal courts. The Supreme Court administers the state’s judiciary through the
State Court Administrative Office.

The Governor's recommended budget for fiscal year 2020 includes total ongoing funding of $307.8
million, of which $199.6 million comes from the state’s general fund. The Governor also recommends
$1.6 million general fund in one-time funding in fiscal year 2020.

Highlights
The Governor’'s recommended budget includes five key investments:

+  $1.9 million for Website Redesign (general fund) to enhance the security of the Michigan
Supreme Court website, enhance protection of confidential information, and improve user-
friendliness. The majority of these costs are one-time.

+  $841,900 for Montgomery v Louisiana Compliance (general fund) to continue
addressing the U. S. Supreme Court decision requiring resentencing of juveniles serving
mandatory sentences of life without parole.

+  $457,200 for Public Defender Caseload Enhancement (general fund) to enable the
State Appellate Defender Office to serve more indigent clients appealing trial conviction.

+ $325,700 for a Pretrial Risk Assessment Tool (general fund) that will improve public
safety, protect defendants’ rights, and reduce incarceration of low-risk defendants through
informed bond decisions.

¢+ $200,000 for Judicial Tenure Commission to promote the integrity of the judicial process
and preserve public confidence in the courts.
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Savings from Judicial Reductions Have Grown
Since 2011

sa7  s48
$4.2 $4.4
$2.1 $2.2
1.1

2011 2012 2013 2014 2015 2016 2017 2018 2019

$ in millions

Continuing Funding
Beyond the investments highlighted above, the Governor’s recommended budget includes funding for
the following programs:

+ $18.2 million for Michigan’s problem-solving courts to provide mental health and substance
abuse services leading to a reduction in incarceration and more rapid treatment and rehabilitation.

+ $3.3 million for Online Community Dispute Resolution Services. An investment of $450,000

general fund is included in fiscal year 2020 to expand availability statewide from the current 17
counties, and to increase the case types for which online dispute resolution services are provided.
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DEPARTMENT DETAIL

Judiciary
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $196,079.5 $304,079.1
Removal of FY 2019 One-Time Funding ($1,830.7) ($1,830.7)

FY 2020 Ongoing Investments
Compliance with Montgomery v Louisiana - Fund costs associated with resentencing of
juveniles serving mandatory sentences of life without parole in compliance with U.S. Supreme $841.9 $841.9
Court decision
Public Defender Caseload Capacity - Funding will enable State Appellate Defenders Office to
represent additional indigent clients appealing criminal convictions
Cybersecurity Upgrade - $1.9 million (combined ongoing plus one-time) to enhance the security
of the Michigan Supreme Court website and improve user-friendliness
Online Dispute Resolution Services - Expand participation in online dispute resolution services
to all 83 counties (currently only in 17 counties) and expand case types available to serve more $450.0 $450.0
Michigan residents
Pretrial Risk Assessment Tool - Improve public safety, protect defendants' rights, and reduce

$457.2 $457.2

$454 .1 $454.1

incarceration of low-risk defendants through informed bond decisions $325.7 $325.7
ilrj]giociisé'Ii'r?:eusrteigzztr)nngission - Contractual attorney to reduce caseload backlogs and pursue $100.0 $100.0
FY 2020 Reductions
None Recommended $0.0 $0.0
FY 2020 Baseline Adjustments
Judgeship Adjustments ($451.9) ($436.3)
Employee Payroll Related Adjustments $3,141.4 $3,325.0
FY 2020 Total Executive Recommendation - Ongoing Funding $199,567.2 $307,766.0
FY 2020 One-Time Investments
Cyberse.cu['ity Upgrade - $1.9 million .(combir?ed ongoing plu.s on(le-time) to enhance the security $1.475.0 $1.475.0
of the Michigan Supreme Court website and improve user-friendliness ’ ’
Judicial Tenure Commission - Additional resources for salary adjustments $100.0 $100.0
FY 2020 Total Executive Recommendation - One-Time Funding $1,575.0 $1,575.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $201,142.2 $309,341.0
$ Change from FY 2019 - Total Funding $5,062.7 $5,261.9
% Change from FY 2019 - Total Funding 2.6% 1.7%
FY 2021 Adjustments
GF/GP GROSS
FY 2020 Total Executive Recommendation $201,142.2 $309,341.0
Removal of FY 2020 One-Time Funding ($1,575.0) ($1,575.0)
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase ($587.0) ($712.1)
FY 2021 Total Executive Recommendation $198,980.2 $307,053.9
$ Change from FY 2020 - Total Funding ($2,162.0) ($2,287.1)
% Change from FY 2020 - Total Funding (1.1%) (0.7%)
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DEPARTMENT DETAIL

Legislature
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Michigan Constitution vests the state’s lawmaking power in a two-house Legislature consisting of a
38-member Senate and a 110-member House of Representatives. The Legislature is a sovereign and
independent branch of state government with the authority to enact laws that regulate the actions of the
government and protect the interests of the people.

The Governor's recommended budget for fiscal year 2020 includes total ongoing funding of $192.7
million, of which $180.1 million comes from the state’s general fund. Accounting for supplemental
funding added to the budget for the Legislature in fiscal year 2019, this recommendation is $10.4 million,
or 5.7%, higher than the original enacted fiscal year 2019 level.

Continuing Funding
The Governor's recommended budget continues funding for the following legislative entities:
+ $142.4 million for the Senate and the House of Representatives, associated fiscal agencies, and

supporting entities.

+ $17.6 million for the Legislative Council to support Council operations which include bill drafting,
research, and other services to the Legislature.

+ $24.9 million for the Office of Auditor General, with constitutional authority to conduct financial
and performance audits of all state branches, departments, offices, boards, authorities, and other

institutions.

+ $7.8 million for the State Capitol Historic Site for the maintenance and restoration of the State
Capitol building and grounds.
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Legislature

Governor's Recommended Budget for Fiscal Years 2020 and 2021

$ in Thousands

FY 2020 Adjustments

FY 2019 Current Law
Removal of FY 2019 One-Time Funding
FY 2020 Ongoing Investments
None recommended

FY 2020 Reductions
None recommended

FY 2020 Baseline Adjustments
None recommended
FY 2020 Total Executive Recommendation - Ongoing Funding

FY 2020 One-Time Investments
None recommended
FY 2020 Total Executive Recommendation - One-Time Funding

FY 2020 Total Executive Recommendation - Ongoing and One-Time
$ Change from FY 2019 - Total Funding
% Change from FY 2019 - Total Funding

FY 2021 Adjustments

FY 2020 Total Executive Recommendation

FY 2021 Total Executive Recommendation
$ Change from FY 2020 - Total Funding
% Change from FY 2020 - Total Funding
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$198,824.0 $211,450.5

($18,750.0) ($18,750.0)

$0.0 $0.0

$0.0 $0.0

$0.0 $0.0

$180,074.0 $192,700.5

$0.0 $0.0

$0.0 $0.0

$180,074.0 $192,700.5

($18,750.0) ($18,750.0)

(9.4%) (8.9%)
GFIGP GROSS

$180,074.0 $192,700.5

$180,074.0 $192,700.5

$0.0 $0.0

0.0% 0.0%



DEPARTMENT DETAIL

Department of Licensing and Regulatory Affairs

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Licensing and Regulatory Affairs (LARA) serves as the state’s primary regulatory
agency, providing oversight for a wide range of program areas, including health and child care, business,
construction, employment, energy, marijuana, indigent criminal defense, liquor, and professional
occupations.

The Governor’'s recommended budget for fiscal year 2020 includes total ongoing funding of $572.1
million, of which $124.3 million is from the state’s general fund. The Governor also recommends
$520,000 in one-time funding in fiscal year 2020, all of which is from federal funds.

Highlights
The Governor’'s recommended budget provides:

+  $83.7 million for Indigent Criminal Defense ($83.5 million general fund) for 134 trial
court funding units to meet the ongoing requirements established under a statutory process
for the effective assistance of counsel. While total costs are down $5.9 million from the
fiscal year 2019 level, an increase of $205,200 is recommended to centralize training and
evaluations of attorneys who support indigent defendants in order to standardize statewide
education for these services.

¢+ $47.3 million for Marijuana Regulation (all funded from restricted revenues) to
administer the state’s medical and recreational marijuana laws. In accordance with Initiated
Law 1 of 2018, $20 million is allocated to support research for veteran medical conditions
and preventing veteran suicide.

Over Three-Quarters of the LARA Budget is Supported
With Restricted Sources

General Fund
(Indigent Defense)
15%

State Restricted,
Federal, Private, and
Local Funds
78%

—

General Fund (Other
Programs)
7%

Total: $572.6 million
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Continuing Funding
Beyond the highlights above, the Governor's recommended budget reflects the following:

+ $29.3 million for Refugee Support to reflect the incorporation of services that were transferred from
the Department of Health and Human Services to the Michigan Office for New Americans. This
includes a total of $3.8 million in federal funds to increase support for unaccompanied minors, and
$520,000 in one-time funds for information technology enhancements.

+ Removal of the First Responder Presumed Coverage Fund due to the elimination of the 3%

excise tax on medical marijuana sales with the passage of Initiated Law 1 of 2018. Work project
reserves will continue to support the program until a new dedicated revenue source can be identified.
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DEPARTMENT DETAIL

Department of Licensing and Regulatory Affairs
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $135,670.3 $526,712.2
Removal of FY 2019 One-Time Funding ($6,200.0) ($6,200.0)
FY 2020 Ongoing Investments
Michigan Indigent Defense Commission - Statewide training evaluation $205.2 $205.2
FY 2020 Reductions
None recommended $0.0 $0.0
FY 2020 Baseline Adjustments
Michigan Indigent Defense Commission - Removal of One-Time Costs ($5,850.4) ($5,850.4)
Medical and Recreational Marihuana Regulation $0.0 $6,900.0
Veterans Treatment Research - Initiated Law 1 of 2018 $0.0 $20,000.0
First Responder Presumed Coverage Fund - Remove Excise Tax $0.0 ($5,445.0)
Incorporation of Refugee Services from the Department of Health and Human Services $0.0 $28,769.0
Firefighter Training and Testing Enhancements $0.0 $1,089.9
Employee Payroll Related Adjustments $443.0 $5,083.4
Other Technical Adjustments $0.0 $828.2
FY 2020 Total Executive Recommendation - Ongoing Funding $124,268.1 $572,092.5
FY 2020 One-Time Investments
Michigan Office for New Americans - Refugee services database $0.0 $520.0
FY 2020 Total Executive Recommendation - One-Time Funding $0.0 $520.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $124,268.1 $572,612.5
$ Change from FY 2019 - Total Funding ($11,402.2) $45,900.3
% Change from FY 2019 - Total Funding (8.4%) 8.7%
FY 2021 Adjustments
GF/GP GROSS
FY 2020 Total Executive Recommendation $124,268.1 $572,612.5
Removal of FY 2020 One-Time Funding $0.0 ($520.0)
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase ($325.7) ($2,926.4)
FY 2021 Total Executive Recommendation $123,942.4 $569,166.1
$ Change from FY 2020 - Total Funding ($325.7) ($3,446.4)
% Change from FY 2020 - Total Funding (0.3%) (0.6%)
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DEPARTMENT DETAIL

Department of Military and Veterans Affairs

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Military and Veterans Affairs serves to defend the residents of Michigan, connect
veterans to available services, and provide direct care to residents at the state’s veterans homes. There
are currently 10,555 active members of the Michigan National Guard, with 402 of those members
currently deployed.

The Executive Recommendation for fiscal year 2020 includes ongoing funding of $201.1 million, of
which $70.3 million comes from the state’s general fund.

Highlights
The Governor’'s recommended budget provides funding in these key areas:

+ $76.2 million for State Veterans’ Homes ($32.1 million general fund) to provide high
quality long-term care at the state’s two veterans homes and oversee the construction of a
third veterans home to expand Michigan’s ability to serve its veterans population.

+ $57.7 million for National Guard Operations, Support Facilities, and Armories ($10.5
million general fund) to support the Michigan National Guard’s mission of state and national
defense.

+ Anincrease of $400,000 to Support Personnel and Maintenance at Selfridge Air
National Guard Base (general fund). This funding supports mission readiness and will be
used as match to leverage $1.2 million in available federal funding to maximizing the
state’s investment.
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The State Continues to Invest in its Veterans
Homes (in Millions)
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Continuing Funding

In addition to the funding highlighted above, the Governor’s proposed budget continues funding for the
following programs:

*

$18.4 million for the Michigan Veterans Affairs Agency ($13.1 million general fund) to help
connect veterans with employment, housing, education, emergency assistance, and healthcare
benefits. This includes $5.9 million in grants to veterans’ service organizations and counties to
connect veterans to benefits.

$7.6 million for the Michigan Youth ChalleNGe Academy ($3.0 million general fund) to provide
educational and developmental opportunities for at-risk youth. This includes $700,000 for the Jobs
ChalleNGe program to further support academy graduates with individual career counseling and
continued academic and vocational training.

$6.5 million for the National Guard Tuition Assistance Program (general fund) to improve
recruitment and retention by providing scholarships to National Guard members for tuition and
training costs at any public or private college, university, vocational, technical or trade school in the
state.

Reductions

The proposed budget recognizes savings in the following areas:

*

B-52 .

$900,000 in general fund savings resulting from Centers for Medicare and Medicaid
Certification at the DJ Jacobetti Home for Veterans.

$200,000 general fund reduction to Local Incentive Grants recognizing larger recent investments
in county veterans service funding:$2.1 million to support current programs and services to veterans.
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Department of Military and Veterans Affairs

Governor's Recommended Budget for Fiscal Years 2020 and 2021

$ in Thousands

FY 2020 Adjustments

FY 2019 Current Law
Removal of FY 2019 One-Time Funding
FY 2020 Ongoing Investments
Personnel and maintenance at Selfridge Air National Guard Base
FY 2020 Reductions
Remove Michigan Veterans Affairs Agency County Incentive Grants
FY 2020 Baseline Adjustments
CMS certification revenue adjustment at DJ Jacobetti Home for Veterans
Transfer military retirement from Department of Technology, Management & Budget
Military Retirement - Update actuarial assumptions for FY 2019 lump sum deposit
Replace Michigan Youth ChalleNGe Academy School Aid Fund with General Fund
Employee Payroll Related Adjustments
Other Technical Adjustments
FY 2020 Total Executive Recommendation - Ongoing Funding

FY 2020 One-Time Investments
None recommended
FY 2020 Total Executive Recommendation - One-Time Funding

FY 2020 Total Executive Recommendation - Ongoing and One-Time
$ Change from FY 2019 - Total Funding
% Change from FY 2019 - Total Funding

FY 2021 Adjustments

FY 2020 Total Executive Recommendation
Removal of FY 2020 One-Time Funding
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase
FY 2021 Total Executive Recommendation
$ Change from FY 2020 - Total Funding
% Change from FY 2020 - Total Funding
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GFIGP GROSS
$75,912.4 $199,639.3
($7,975.0) ($7,975.0)

$400.0 $400.0
($200.0) ($200.0)
($900.0) $900.0
$5,244.8 $5,244.8
($4,244.8) ($4,244.8)
$1,557.8 $0.0
$384.7 $1,305.4
$105.0 $6,032.8
$70,284.9 $201,102.5
$0.0 $0.0
$0.0 $0.0
$70,284.9 $201,102.5
($5,627.5) $1,463.2
(7.4%) 0.7%

GFIGP GROSS

$70,284.9 $201,102.5
$0.0 $0.0
($275.5) ($880.6)
$70,009.4 $200,221.9
($275.5) ($880.6)
(0.4%) (0.4%)
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DEPARTMENT DETAIL

Department of Natural Resources

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Natural Resources (DNR) is committed to the conservation, protection,
management, and sustainable use and enjoyment of the state's natural and cultural resources.

The Governor's recommended budget for fiscal year 2020 includes total ongoing funding of $471.1
million, of which $47.9 million comes from the state’s general fund. The Governor also recommends $3.4
million general fund in one-time funding in fiscal year 2020.

Highlights

The Governor’'s recommended budget includes the following key investments:

*

$2.3 million for Chronic Wasting Disease (general fund). $2 million in one-time funding
will be devoted to research on the transmission, spread, and prevention of the disease, and
$300,000 in ongoing funding is provided to cover laboratory costs associated with the
increase in the number of deer tested for the disease.

$1.4 million for an Inventory of Hazardous Liquid Pipelines (one-time general fund).
The inventory will include pipelines that cross waterways in Michigan and will be used to
determine priority water crossings needing attention to prevent environmental harm.

$21.4 million for state and local recreational boating projects, snowmobile trail and
equipment upgrades, and trail enhancements funded from additional gasoline tax revenue
to be deposited in the constitutionally designated Recreation Improvement Account as a
result of the Governor’s transportation plan.

The Number of Free Ranging White-Tailed Deer
Testing Positive for Chronic Wasting Disease Has
Increased to 116 in 4 Years
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Natural Resources

Continuing Funding

Beyond the investments highlighted above, the Governor’'s recommended budget continues funding for
the following programs:

*

$44.8 million for Conservation Officers ($12.5 million of which is general fund) to protect the
state’s natural resources, provide law enforcement in rural communities, and promote public safety.
The funding supports approximately 250 fully commissioned state peace officers, with full power and
authority to enforce Michigan’s criminal laws, especially those concerning outdoor recreational
activities.

$5.1 million general fund for an Invasive Species Program to prevent, detect, eradicate, and
control aquatic and terrestrial invasive species.

$1 million general fund for the Michigan Conservation Corps, a summer at-risk youth program in
Detroit, Pontiac, Flint, and Saginaw to expose young people to the outdoors while they learn job
skills and develop career plans.

Reductions

The recommended budget reduces funding for the following programs:

*
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$574,300 saved by shifting general fund costs to available restricted funds. Forest
development funds will be used for forest fire equipment and for wildfire protection.

$150,000 general fund saved by reducing funds available for dam management grants.
Ongoing funding of $200,000 will continue to be available for emergency dam repairs in addition to
$8 million in one-time funding appropriated in fiscal year 2019.

$150,000 general fund saved by reducing funds available for non-motorized trail development
and maintenance grants. Ongoing funding of $200,000 will still be available for grants in addition to
$5 million in one-time funding appropriated in fiscal year 2019 for Iron Belle trail challenge grants.

Governor Gretchen Whitmer



DEPARTMENT DETAIL

Department of Natural Resources
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $77,241.8 $484,430.9
Removal of FY 2019 One-Time Funding ($29,385.0) ($43,805.0)
FY 2020 Ongoing Investments
Expand Testing for Chronic Wasting Disease $300.0 $300.0
Align Restricted Spending Authority with Available Revenue $0.0 $6,993.9
Align Federal Spending Authority with Available Revenue $0.0 $850.0
FY 2020 Reductions
Fund Shift - Replace General Fund with Forest Development Fund revenue ($574.3) $0.0
Non-Motorized Trail Development and Maintenance Grants - Reduce funding to $200,000 ($150.0) ($150.0)
Dam Management Grants - Reduce funding to $200,000 ($150.0) ($150.0)
FY 2020 Baseline Adjustments
Capital Outlay - Constitutionally earmarked revenue from the Fixing Michigan Roads Plan will
fund statewide waterways, snowmobile, and trail improvement projects $0.0 $19,379.8
Employee Payroll Related Adjustments $591.5 $3,713.3
Other Technical Adjustments $0.0 ($468.2)
FY 2020 Total Executive Recommendation - Ongoing Funding $47,874.0 $471,094.7
FY 2020 One-Time Investments
Chronic Wasting Disease Research $2,000.0 $2,000.0
Inventory Hazardous Liquid Pipelines $1,350.0 $1,350.0
FY 2020 Total Executive Recommendation - One-Time Funding $3,350.0 $3,350.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $51,224.0 $474,444.7
$ Change from FY 2019 - Total Funding ($26,017.8) ($9,986.2)
% Change from FY 2019 - Total Funding (33.7%) (2.1%)
FY 2021 Adjustments
GF/GP GROSS
FY 2020 Total Executive Recommendation $51,224.0 $474,444.7
Removal of FY 2020 One-Time Funding ($3,350.0) ($3,350.0)
Capital. Outlay - Incre_)ase in constitutionally ea.rmarked re.zv.enue from the Fi).<ing Michigan Roads $0.0 $20.838.5
Plan will fund statewide waterways, snowmobile, and trail improvement projects
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase ($268.6) ($2,160.1)
FY 2021 Total Executive Recommendation $47,605.4 $489,773.1
$ Change from FY 2020 - Total Funding ($3,618.6) $15,3284
% Change from FY 2020 - Total Funding (7.1%) 3.2%
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DEPARTMENT DETAIL

School Aid

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The School Aid budget provides operational support for the state’s public education system, which is
charged with providing a quality education from cradle to career. Setting students on a path toward
lifelong learning requires educational opportunities during a child’s first 1,000 days, high-quality Pre-K to
12 instruction, academic supports, interventions for students in need, and programs to provide all
students with the tools and skills to succeed in college or in a career.

The Governor’'s recommended budget includes total ongoing funding of $15.4 billion in fiscal year 2020,
with $13.5 billion from the School Aid Fund and $45.0 million from the state’s general fund.

Highlights
The Governor’'s recommended budget includes several key investments:

+  $507 million in investment for a new, restructured weighted funding model that
includes a base per-pupil amount plus additional funding for students with more costly
educational needs:

+  $235 million to increase base per-pupil funding to $8,051 for districts at the
minimum (a $180 per pupil increase) and $8,529 for districts at the maximum (a $120
per pupil increase). This reduces the gap between the highest and lowest funded
districts to $478 per pupil.

+  $120 million to increase state reimbursements for special education services by
4 percentage points. This brings total state funding for special education services to
$1.1 billion, which will help districts address the wide variety of needs for special
education students, which range from academic supports to one-on-one specialists.

+  $102 million to provide an estimated $894 per at-risk or economically
disadvantaged pupil (11 percent of the state minimum foundation allowance). This
brings total funding for this purpose to $619 million. Economically disadvantaged
students tend to have lower academic success rates. The recommended funding will
allow districts to provide additional instructional supports like tutoring and non-
instructional supports like counseling to improve academic outcomes for these
students.

+  $50 million to provide an estimated $487 per career and technical education
pupil (6 percent of the state minimum foundation allowance). This brings total funding
for this purpose to $55 million and will help support the higher costs of materials,
equipment, and staff for career and technical education courses.
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+  $85 million to expand state-funded preschool programming. This investment expands
eligibility to 4-year-olds in families with an income up to 300% of the federal poverty level,
and also increases state payments per child. This investment brings total funding to $328.9
million and will provide preschool education to an estimated 42,500 children, an increase of
5,100 children from current funding levels.

¢+ $24.5 million to triple the number of state-funded literacy coaches available to assist
elementary school teachers and help improve early literacy attainment.

+ $61.5 million to support water infrastructure in older school buildings by replacing
drinking fountains with hydration stations that filter contaminants from water. Funding will
be distributed beginning in fiscal year 2019.

The Gap Between the Minimum and Maximum
Foundation Allowance has been Reduced by
80% Over Last 25 Years

$10,000
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Continuing Funding

Beyond the investments highlighted above, the Governor's recommended budget continues funding for
the following programs:

+ $1.5 billion ($1.1 billion, School Aid Fund) for programs that provide more than 207,000
students in the state with special education services.

+ $1.3 billion for Michigan Public School Employees Retirement System (MPSERS) obligations
(increase of $94.7 million). These payments offset costs that would otherwise be paid by school
districts, which improves financial stability for schools while also improving sustainability of the
retirement system. The budget includes increased cost offset payments to schools resulting from
more conservative investment assumptions and recent reforms adopted by the Legislature.

Governor Gretchen Whitmer



DEPARTMENT DETAIL

+ $23.3 million to continue mental health programming in schools. This funding was added for
fiscal year 2019 and may be used for additional behavioral health staff and for mental health and
support services.

Reductions
The recommended budget reduces funding for the following programs:

+ $22.0 million to reduce foundation allowance payments for cyber schools in recognition of
lower facility, maintenance, and transportation costs compared to brick and mortar schools.

+ $4.4 million to eliminate payments for programs not serving students statewide or not showing a
high return on investment. These dollars have been reinvested in the weighted per-pupil foundation
allowance to support students across the state.

Recommended State Funding for School Operations
Represents the Largest Per-Pupil Increase in Pre-K to
Grade 12 Spending Since 2002
$288 $285
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School Aid

Governor's Recommended Budget for Fiscal Years 2020 and 2021

$ in Thousands

FY 2020 Adjustments

FY 2019 Current Law
Removal of FY 2019 One-Time Funding
FY 2020 Ongoing Investments
Base Foundation Allowance - Increase of $120 to $180 per pupil through the 1.5x formula

Weighted Foundation - Economically Disadvantaged - Combined with existing at-risk dollars,
provides a per-pupil weight of 11% of the foundation for academic supports for economically
disadvantaged students

Weighted Foundation - Special Education - Increases reimbursements for special education
costs by 4 percentage points

Weighted Foundation - Career and Technical Education (CTE) - Provides an additional per-pupil
weight of 6% of the foundation for CTE programs

Great Start Readiness Preschool Program - Expands eligibility to 300% of the federal poverty
level and increases the per full-time student allocation by $1,250, up to $8,500

Literacy Initiatives - Provides funding to triple the number of state-funded literacy coaches and
supports for reading intervention and training programs

Drinking Water Declaration of Emergency - Continued supports for early childhood, academic
interventions, and nutrition in the Flint area bringing total funding to $8.1 million

Intermediate School District Operations Increase (3.5%) to a total of $70.8 million
FY 2020 Reductions

Cyber School Foundation Allowance - Reduces foundation allowance payments for cyber
schools by 20%

Elimination of Small Categoricals
FY 2020 Baseline Adjustments

Baseline Cost Adjustments (Pupils, Taxable Value, Special Education, Cash Flow Borrowing,
Other)

Michigan Public School Employees Retirement System (MPSERS) Adjustments
FY 2020 Total Executive Recommendation - Ongoing Funding

FY 2020 One-Time Investments
Drinking Water Declaration of Emergency Placeholder
FY 2020 Total Executive Recommendation - One-Time Funding

FY 2020 Total Executive Recommendation - Ongoing and One-Time
$ Change from FY 2019 - Total Funding
% Change from FY 2019 - Total Funding

FY 2021 Adjustments

FY 2020 Total Executive Recommendation
Removal of FY 2020 One-Time Funding

FY 2021 Baseline Adjustments (Pupils, Taxable Value, Special Education, Cash Flow Borrowing,
Other)

FY 2021 Baseline Adjustments - Michigan Public School Employees Retirement System
Experience Study Cost Impact

FY 2021 Total Executive Recommendation
$ Change from FY 2020 - Total Funding
% Change from FY 2020 - Total Funding
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GFIGP SAF GROSS
$87,920.0  $12,876,825.2  $14,844,588.8
($42,920.0) $26,920.0 ($67,200.1)

$0.0 $235,000.0 $235,000.0

$0.0 $102,000.0 $102,000.0

$0.0 $120,000.0 $120,000.0

$0.0 $50,000.0 $50,000.0

$0.0 $85,000.0 $85,000.0

$0.0 $28,500.0 $28,500.0

$0.0 $4,845.0 $4,845.0

$0.0 $2,396.0 $2,396.0
$0.0 ($22,000.0) ($22,000.0)
$0.0 ($4,400.0) ($4,400.0)
$0.0 ($95,126.9) ($102,191.9)
$0.0 $94,701.0 $94,701.0
$45,000.0  $13,504,660.3  $15,371,238.8
$0.0 $0.0 $0.1

$0.0 $0.0 $0.1
$45,000.0  $13,504,660.3  $15,371,238.9
($42,920.0) $627,835.1 $526,650.1
(48.8%) 4.9% 3.5%

GFIGP SAF GROSS

$45,000.0  $13,504,660.3  $15,371,238.9
$0.0 $0.0 ($0.1)
$0.0 ($69,098.9) ($69,098.9)

$0.0 $193,317.0 $193,317.0
$45,000.0  $13,628,878.4  $15,495,456.9
$0.0 $124,218.1 $124,218.0
0.0% 0.9% 0.8%



DEPARTMENT DETAIL

Department of State

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Michigan Department of State administers Michigan’s motor vehicle programs including titling and
registering vehicles, licensing drivers, and monitoring driver performance. The Department of State
delivers services to customers throughout the state via branch offices, renewal by mail, self-service
terminals, and ExpressSOS, a convenient online service. The Secretary of State also supervises
statewide elections and ensures compliance with state election laws.

The Governor’s recommended budget for fiscal year 2020 includes total funding of $255.2 million, of
which $23 million comes from the state’s general fund.

Highlights

The Governor’s recommended budget includes funding to implement constitutional changes
approved by Michigan’s voters in November 2018:

¢+ $5 million to begin implementation of Proposals 2018-2 and 2018-3 (general fund).
These funds are recommended as a fiscal year 2019 supplemental appropriation. Proposal
2018-2 established an independent citizens commission to draw legislative and
congressional maps. Proposal 2018-3 added voting rights provisions to the Michigan
constitution, including same day registration, no-excuse absentee voting, and straight party
voting,

+  $4.6 million for ongoing Proposal 2 redistricting operations (general fund). This
funding is recommended for fiscal year 2020 to support commission operations and
commissioner compensation. This amount represents the constitutionally required
appropriation level.
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Essential Services Provided to Millions of
Michigan Residents Annually

Branch Registering Registering On-Line Issuing Driver Renewals by
Transactions  Vehicles Voters Transactions  Licenses Mail
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Continuing Funding

Beyond the investment highlighted above, the Governor's recommended budget continues funding for
the following programs:

+ $91.5 million for Branch Operations (largely restricted funding) to provide for the 12.4 million

transactions processed each year through customer service interactions at 131 branches statewide.

+ $14.1 million for Information Technology Replacement Programs (ongoing restricted funding)
for vehicle system implementation and for preparation for the driver system implementation planned
for fiscal year 2021.

+ $7.8 million for Election Services to provide assistance at the county level, affecting 5,000
precincts statewide and over 7.5 million registered voters in Michigan.

Reductions

The recommended budget reduces general fund by $738,700 for Branch Operations which will be
replaced by transportation administration collection funds, with no programmatic impact.

Governor Gretchen Whitmer



DEPARTMENT DETAIL

Department of State
Governor's Recommended Budget for Fiscal Years 2020 and 2021
$ in Thousands

FY 2020 Adjustments
GF/GP GROSS
FY 2019 Current Law $18,466.3 $247,062.8
Removal of FY 2019 One-Time Funding $0.0 ($100.0)
FY 2020 Ongoing Investments
Implementation of Proposal 2 - Redistricting Commission $4,616.6 $4,616.6
FY 2020 Reductions
Fund shift to Transportation Administration Collection Fund ($738.7) $0.0
FY 2020 Baseline Adjustments
Elections Compliance Core Systems Contract Increase $200.0 $200.0
Branch Office Related Rate Increase $0.0 $830.0
Employee Payroll Related Adjustments $423.3 $2,600.2
FY 2020 Total Executive Recommendation - Ongoing Funding $22,967.5 $255,209.6
FY 2020 One-Time Investments
None recommended $0.0 $0.0
FY 2020 Total Executive Recommendation - One-Time Funding $0.0 $0.0
FY 2020 Total Executive Recommendation - Ongoing and One-Time $22,967.5 $255,209.6
$ Change from FY 2019 - Total Funding $4,501.2 $8,146.8
% Change from FY 2019 - Total Funding 24.4% 3.3%
FY 2021 Adjustments
GF/GP GROSS
FY 2020 Total Executive Recommendation $22,967.5 $255,209.6
Removal of FY 2020 One-Time Funding $0.0 $0.0
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase ($127.0) ($1,580.0)
FY 2021 Total Executive Recommendation $22,840.5 $253,629.6
$ Change from FY 2020 - Total Funding ($127.0) ($1,580.0)
% Change from FY 2020 - Total Funding (0.6%) (0.6%)
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DEPARTMENT DETAIL

Department of State Police
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Michigan Department of State Police (MSP) is a comprehensive statewide law enforcement agency
focused on providing coordinated public safety services in partnership with local law enforcement
agencies. MSP serves as the primary provider of forensic science services, emergency support, and
specialized operations such as aviation and marine services statewide.

The Governor’'s recommended budget for fiscal year 2020 includes total ongoing funding of $711.6
million, of which $461.5 million comes from the state’s general fund. The Governor’'s recommendation
also includes $7 million general fund in one-time funding in fiscal year 2020.

Highlights
The Governor’s recommended budget includes three key investments:

+  $8.6 million for a trooper recruit school (general fund) anticipated to graduate 50 new
troopers. This investment will increase State Police uniformed personnel to more than
2,100, maintaining enlisted strength near a 20-year high. An additional 70 troopers are
anticipated to be hired and trained utilizing attrition savings.

¢+  $2.3 million for an in-car video streaming network (one-time general fund) to provide
live video and enhanced data security for in-car cameras to increase transparency of the
interactions between troopers and the residents they serve.

+ $562,500 to enhance functionality of the state-managed facial images database to
improve searching capabilities used by federal, state, and local law enforcement agencies
to identify and match facial images. These funds will be allocated from the Information
Technology Investment Fund (ITIF) in the budget for the Department of Technology,
Management and Budget. The ITIF supports information technology projects that lead to
transformative change in state service delivery and the modernization of legacy systems.
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State Police Enlisted Strength Is Near Its Previous Peak

2,500

2,000

1,500
1,000
50

o

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Continuing Funding

Beyond the investments highlighted above, the Governor’'s recommended budget continues funding for
the following operations:

*

$45.3 million for forensic sciences to support eight regional laboratories providing forensic
services to law enforcement agencies across the state in seven technical disciplines: biology, crime
scene response, firearms and toolmarks, latent prints, trace evidence, controlled substances, and
toxicology.

$31.7 million for commercial vehicle enforcement to maintain road patrols focused on
commercial vehicles as well as operation of 14 weigh stations to help safeguard Michigan’s roads.
Funding also supports annual inspection of every school bus and pupil transportation vehicle
operated in the state.

$29.3 million for intelligence operations including the Michigan Intelligence Operations Center
that provides 24-hour statewide information sharing across federal, state, and local law enforcement
agencies and private sector organizations to facilitate the collection, analysis, and dissemination of
intelligence relevant to public safety.

Reductions

The recommended budget recognizes savings in the following areas:

*
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$2.3 million in vehicle fleet savings (general fund) based on identified operational efficiencies,
including aligning the size of the department’s patrol vehicle fleet with enlisted strength.

$1.5 million in operational savings (general fund) from reductions to various operating supplies
and discretionary overtime, and the elimination of non-essential programs.
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Department of State Police

Governor's Recommended Budget for Fiscal Years 2020 and 2021

$ in Thousands

FY 2020 Adjustments

FY 2019 Current Law
Removal of FY 2019 One-Time Funding
FY 2020 Ongoing Investments

Trooper School - Funding to support salary/benefit and fleet costs for a trooper recruit school
anticipated to graduate 50 new troopers

FY 2020 Reductions

Vehicle Fleet Reductions - Reduces funding for department's vehicle fleet to recognize
operational efficiencies and to align vehicle fleet with anticipated enlisted strength

Operational Savings - Reduces various operating supplies and discretionary overtime, and
eliminates non-essential programs

FY 2020 Baseline Adjustments

Annualize Fiscal Year 2019 Trooper School - Full-year costs associated with the 75 new
troopers graduating from the fiscal year 2019 trooper recruit schools

Information Technology Hosting and Maintenance - Provides for inflationary cost increases for
maintenance and hosting of the Automated Biometric Information System, Combined Strategic
Support Module, and eWarrant System

Recreational Marihuana Implementation - Provides funding for the establishment of investigatory
functions associated with the legalization of recreational marihuana

Medical Marihuana Reduction - Aligns authorization with an anticipated reduction in medical
marihuana revenue following the legalization of recreational marihuana

Employee Payroll Related Adjustments
Other Technical Adjustments
FY 2020 Total Executive Recommendation - Ongoing Funding

FY 2020 One-Time Investments

Trooper School - Funding to support training and equipment/outfitting costs for a trooper recruit
school anticipated to graduate 50 new troopers

In-Car Camera Streaming Network - Funding to create a real time video streaming network for
patrol vehicles

FY 2020 Total Executive Recommendation - One-Time Funding

FY 2020 Total Executive Recommendation - Ongoing and One-Time
$ Change from FY 2019 - Total Funding
% Change from FY 2019 - Total Funding

FY 2021 Adjustments

FY 2020 Total Executive Recommendation
Removal of FY 2020 One-Time Funding

FY 2021 Planned Investments - Provides for full year salary/benefit and fleet costs associated
with the 50 new troopers graduating from the fiscal year 2020 trooper recruit school

FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase
FY 2021 Total Executive Recommendation
$ Change from FY 2020 - Total Funding
% Change from FY 2020 - Total Funding
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GFIGP GROSS
$493,173.8 $750,585.5
($43,602.4) ($43,602.4)
$3,907.3 $3,907.3
($2,300.0) ($2,300.0)
($1,532.6) ($1,532.6)
$8,098.3 $8,098.3
$763.2 $763.2
$0.0 $3,000.0
$0.0 ($8,988.7)
$2,220.0 $3,402.9
$742.0 ($1,742.1)
$461,469.6 $711,591.4
$4,737.6 $4,737.6
$2,300.0 $2,300.0
$7,037.6 $7,037.6
$468,507.2 $718,629.0
($24,666.6) ($31,956.5)
(5.0%) (4.3%)
GFIGP GROSS
$468,507.2 $718,629.0
($7,037.6) ($7,037.6)
$4,577.1 $4,577.1
($2,047.4) ($2,946.0)
$463,999.3 $713,222.5
($4,507.9) ($5,406.5)
(1.0%) (0.8%)
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DEPARTMENT DETAIL

Department of Talent and Economic Development
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Talent and Economic Development (TED) drives economic development, builds
vibrant communities, attracts and retains talent, and creates affordable housing. TED comprises the
Michigan Strategic Fund, the Talent Investment Agency, the Michigan State Housing Development
Authority, and the Michigan Land Bank Fast Track Authority.

The Governor’s budget for fiscal year 2020 recommends total ongoing funding of $1.1 billion, of which
$144.9 million is from the state’s general fund.

Highlights
The Governor's recommended budget continues support for the following key TED programs:

+  $105.4 million for Business Attraction and Community Revitalization ($77.8 million
general fund) to incentivize job creation, investment, and revitalize blighted properties.

+  $27.9 million for Going Pro (all general fund) to provide job training grants to businesses
to support training for current and new employees in high-demand, skilled trades
industries. This includes a $25.9 million fund shift to replace restricted Contingent Fund,
Penalty and Interest funding with general fund, to avoid depleting the restricted fund below
a sustainable level.

+  $16.4 million for Entrepreneurship Eco-System (all state restricted funds) to provide
innovation and entrepreneurial support to Michigan’s small businesses through business
accelerators and incubators, capital access, and university technology transfer.

Continuing Funding

Beyond the programs highlighted above, the Governor’'s recommended budget continues funding for the
following programs:

+ $379.7 million for Workforce Development Programs to provide employment services, training

opportunities, and career education around the state. A total of $1.4 million is from the general fund.

+ $220.5 million for the Michigan State Housing Development Authority to provide housing
assistance to low income residents and conduct historic preservation activities. These are all federal
and state restricted funds.

+ $10.2 million for Arts and Cultural Programs to support placemaking and vibrant communities. A
total of $9 million is from the general fund.
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Talent and Economic Development

Funding for Key Economic Development Tools
will Exceed $230 Million in Fiscal Year 2020

Arts and Cultural Program
Entrepreneurship..

Job Creation Services

Pure Michigan

Community Development Block Grants

Business Attraction & Community..

A

$40 $80 $120
$ in millions

Reductions
The recommended budget reduces funding for the following programs:

+ $31 million is included for tourism promotion through Pure Michigan, representing a $5 million
decrease in state restricted funding from the prior year, as increasingly focused, digital, and
measurable marketing efforts provide opportunities for cost efficiencies. Fiscal year 2020 funding for
Pure Michigan will still be 24% higher than in fiscal year 2012.

¢ Funding for Community Ventures and Jobs for Michigan Graduates is not included in the
Governor’s recommended budget. This is a $7 million decrease in restricted funds across these two
programs.

+ $1.5 million general fund shift to restricted funds in the Land Bank Fast Track Authority,
reflecting the improved financial position of the Authority. Funding for the Land Bank Fast Track
Authority totals $4.3 million in the Governor's recommended budget, of which $1.5 million will come
from the general fund.
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Department of Talent and Economic Development

Governor's Recommended Budget for Fiscal Years 2020 and 2021

$ in Thousands

FY 2020 Adjustments

FY 2019 Current Law
Removal of FY 2019 One-Time Funding
FY 2020 Ongoing Investments
None recommended
FY 2020 Reductions
Pure Michigan - Restricted fund reduction with General Fund shift in Business Attraction
Community Ventures - Elimination of program to achieve restricted fund savings
At Risk Youth Grants/Jobs for Ml Graduates - Elimination of earmark to achieve restricted fund
savings
Land Bank Fast Track Fund - General Fund shift to restricted funds
FY 2020 Baseline Adjustments
Contingent Fund, Penalty & Interest fund shift to General Fund in Going Pro
MSHDA restricted fund authorization increase for Attorney General legal fees
Employee Payroll Related Adjustments
Other Technical Adjustments
FY 2020 Total Executive Recommendation - Ongoing Funding

FY 2020 Total Executive Recommendation - One-Time Funding
None recommended

FY 2020 Total Executive Recommendation - Ongoing and One-Time
$ Change from FY 2019 - Total Funding
% Change from FY 2019 - Total Funding

FY 2021 Adjustments

FY 2020 Total Executive Recommendation
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase
FY 2021 Total Executive Recommendation
$ Change from FY 2020 - Total Funding
% Change from FY 2020 - Total Funding
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DEPARTMENT DETAIL

GROSS

$286,546.3
($161,300.5)

$1,260,746.1
($161,300.6)

$0.0 $0.0
($5,000.0) ($5,000.0)
$0.0 ($4,000.0)
$0.0 ($3,000.0)
($1,500.0) $0.0
$25,918.8 $0.0
$0.0 $335.5
$243.7 $2,709.0
$0.0 ($2,233.0)
$144,908.3 $1,088,257.0
$0.0 $0.0
$144,908.3 $1,088,257.0
($141,638.0) ($172,489.1)
(49.4%) (13.7%)
GFIGP GROSS
$144,908.3 $1,088,257.0
($162.4) ($1,601.1)
$144,745.9 $1,086,655.9
($162.4) ($1,601.1)
(0.1%) (0.1%)
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DEPARTMENT DETAIL

Department of Technology, Management and Budget

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Technology, Management and Budget (DTMB) supports the business operations of
state agencies through a variety of services: information technology, centralized contracting and
procurement, budget and financial management, building management and maintenance, oversight of
the state retirement systems, construction management, space planning and leasing, and motor vehicle
fleet operations.

The Governor’s recommended budget for fiscal year 2020 includes total ongoing funding of $1.6 billion,
of which $493.6 million is from the state’s general fund. The Governor also recommends $10.9 million
general fund in one-time funding in fiscal year 2020.

Highlights
The Governor's recommended budget includes three key investments:

¢+ $14.1 million for the Michigan Public Safety Communications System (MPSCS) (all
general fund; $5.9 million one-time) to enhance operation of the secure communications
network for local, state, federal, tribal, and private first responders. The MPSCS network
supports 254 towers and more than 98,000 mobile and portable radios. This investment will
fund software maintenance and advanced support, additional technical staff, increased
coverage solutions, and tower site maintenance.

+  $5 million for a vendor-supported enterprise licensing agreement (general fund)
providing basic software application tools for state agencies along with enhanced
enterprise security and compliance functionality.

+  $3.3 million for the Mi-Login application (general fund) to support further integration of
this enterprise information technology solution that provides over 4 million residents,
businesses, and state employees with single sign-on capability to access State of Michigan
internet and mobile sites.
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Technology, Management and Budget

Agency Support Services Make Up
More Than Half of the DTMB Budget

Restricted Sources
8%

~

General Fund (State —__ Interdepartmental
Building Authority) __—Grants From Other
16% Agencies
60%
General Fund/
16% Total: $1.6 billion

Continuing Funding

Beyond the investments highlighted above, the Governor’'s recommended budget continues funding for
the following program:

*

Reductions

$40 million to maintain the Information Technology Investment Fund (ITIF). The ITIF will fund
seven critical projects in fiscal year 2020, which will continue the advancement of technology
solutions that address legacy system modernization and transformative change in service delivery to
the state’s residents.

The recommended budget eliminates $4 million in funding for Regional Prosperity Initiative, all of
which is from the general fund.
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Department of Technology, Management and Budget
Governor's Recommended Budget for Fiscal Years 2020 and 2021

$ in Thousands

FY 2020 Adjustments

FY 2019 Current Law
Removal of FY 2019 One-Time Funding
FY 2020 Ongoing Investments
Vendor-Supported Enterprise License Agreement (ELA)

Michigan Public Safety Communication System - Software maintenance and advanced technical
support

MiLogin - Integration support for additional applications
FY 2020 Reductions
Elimination of Regional Prosperity Grants
Business Support Services Fund Shift
FY 2020 Baseline Adjustments
Alignment of Existing Information Technology Support
Transfer of Military Retirement to the Department of Military and Veteran Affairs
Fleet Management Services Adjustment
Employee Payroll Related Adjustments
Other Technical Adjustments
FY 2020 Total Executive Recommendation - Ongoing Funding

FY 2020 One-Time Investments

Michigan Public Safety Communication System - Radio tower maintenance and increased
coverage solutions

Enterprise Special Maintenance Enhancements
Drinking Water Declaration of Emergency Placeholder
FY 2020 Total Executive Recommendation - One-Time Funding

FY 2020 Total Executive Recommendation - Ongoing and One-Time
$ Change from FY 2019 - Total Funding
% Change from FY 2019 - Total Funding

FY 2021 Adjustments

FY 2020 Total Executive Recommendation
Removal of FY 2020 One-Time Funding
FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase

FY 2021 Baseline Adjustments - Rent payment adjustments for State Building Authority capital
outlay projects

FY 2021 Total Executive Recommendation
$ Change from FY 2020 - Total Funding
% Change from FY 2020 - Total Funding
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GFIGP GROSS
$552,044.5 $1,433,443.6
($66,765.1) ($73,145.2)
$5,000.0 $5,000.0
$8,214.8 $8,214.8
$3,299.0 $3,299.0
($4,000.0) ($4,000.0)
($138.4) $0.0
$0.0 $191,899.9
($5,244.8) ($5,244.8)
$0.0 $1,500.0
$1,310.8 $7,283.1
($157.1) $1,139.5
$493,563.7 $1,569,389.9
$5,878.9 $5,878.9
$5,000.0 $5,000.0
$0.0 $0.1
$10,878.9 $10,879.0
$504,442.6 $1,580,268.9
($47,601.9) $146,825.3
(8.6%) 10.2%
GFIGP GROSS
$504,442.6 $1,580,268.9
($10,878.9) ($10,879.0)
($729.8) ($4,401.7)
$14,216.4 $14,216.4
$507,050.3 $1,579,204.6
$2,607.7 ($1,064.3)
0.5% (0.1%)



SBOR i

State Budget Office

B-78 . Governor Gretchen Whitmer



DEPARTMENT DETAIL

Department of Transportation
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Transportation is responsible for ensuring that the state’s network of roads and
bridges, public transportation systems, and passenger, freight rail, and aviation programs provide for the
efficient and effective movement of people and goods.

The Governor’s recommended budget for fiscal year 2020 includes total ongoing funding of $5.8 billion,
none of which comes from the state’s general fund.

Highlights

Michigan has some of the worst roads in the nation. The 2018 American Society of Civil
Engineers report gave Michigan a D- on the condition of its roads. Condition declines are the
result of nearly 40 years of disinvestment, with short-term fixes (bonding, temporary federal
funds, and one-time general fund) used to mask the true level of the funding need.

State Trunkline Actual and Projected Pavement Conditions
with Fixing Michigan Roads Plan Revenues
2017 - 2029

2029:91%

100%

90%

80% \
—=c< o N
70% S o Fixing Michigan Roads Plan
Current:78% 2 Correcting Course to a

- ) e
60% ~o - Sustainable Condition Goal
s“ P—
/ O —
50% = e
Current Course to T - - —e

40% Further System Deterioration

Percent of Network in Good or Fair Condition

30%

20%
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

=& Historical ==®= Without New Revenues ==@==Fixing Michigan's Roads Plan

The Governor’'s recommended budget includes the Fixing Michigan Roads Plan, a
comprehensive plan to address Michigan’s deteriorating transportation infrastructure. Three
primary tenets of the plan include:

¢ Sustainable long-term solution to improve state road condition to 90% good or fair
in ten years by targeting investments to the most highly traveled roads.

¢+ Replace diversions from the general fund with constitutionally protected revenues,
freeing up existing state funds for investments in education.

¢+ Provide a tax offset to mitigate the impact for low income families.
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Transportation

B-80 -

Key components of the Fixing Michigan Roads Plan include:

G

oal:

* Restore state roads to 90% good or fair condition in ten years (2029).

Revenues:

+ Three 15-cent motor fuel tax increases are scheduled for October 1, 2019, April 1, 2020,
and October 1, 2020, raising the state gasoline and diesel taxes from 26.3 cents to 71.3
cents per gallon. The rate will be indexed to inflation beginning in fiscal year 2022,
consistent with current law.

*+  Generates $2.5 billion in new transportation revenue when fully phased-in.

*+  Ends the Budgetary ‘Shell Game.’

Eliminates the statutory earmark of Individual Income Tax (general fund) revenue to

the Transportation budget.

Restores the general fund back to the Higher Education budget ending a significant
redirection of the School Aid Fund revenue.

Returns $500 million in School Aid Fund revenue to be appropriately invested in K-

12 education priorities such as pre-school, the per-pupil foundation allowance,
special education, at-risk funding, and career and technical education.

+  Provides $2.1 billion in new funding for critical transportation improvements when fully

phased-in.

¢ Increases the Earned Income Tax Credit (EITC) from 6% to 12% of the federal credit over

two years (4% in fiscal year 2020 and an additional 2% in fiscal year 2021) to offset the

impact of the motor fuel tax increase for working, low income families.

Fixing Michigan Roads Plan Revenues

(In Millions)

FY 2020 FY 2021

10/1/19 4/1/20 10/1/20
Incremental Fuel Tax Increase (Cents-Per-Gallon) $0.15 $0.15 $0.15
Cumulative Fuel Tax Increase (Cents Per Gallon) $0.30 $0.45
Gasoline Tax $1,060.2 $2,098.8
Diesel Tax $201.0 $399.6
Alternative Fuels Tax $2.5 $5.6
TOTAL New Revenue $1,263.7 $2,504.0
End Diversions from General Fund (to MTF Roads-Only Formula) ($325.0) ($325.0)
DNR Recreation Improvement Fund (Constitutional Dedication) ($21.2) ($42.0)
TOTAL New Revenues for Transportation $917.5 $2,137.0
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DEPARTMENT DETAIL

Current Distribution Formula:

L 4

Maintains all current Public Act 51 distribution levels to state and local transportation
needs. The first $325 million of new revenues are directed to the Michigan Transportation
Fund to replace the statutory Individual Income Tax (general fund) earmark at the original
level prescribed for fiscal year 2020 under the 2015 roads package.

New Distribution Formula:

*

Directs the additional transportation revenues to a new Fixing Michigan Roads Fund.

Targets the investments to the most highly traveled roads through a new distribution
formula based on National Functional Classification. By directing the additional revenues to
the higher-level system, the plan frees up existing Michigan Transportation Fund revenues
to be spent by local governments on roads that serve a more local purpose. The new
distribution formula distributes the additional revenue in the following manner, using lane
miles as the appropriate measure of funding need for each category of roads:

+ 47% for Interstates and Other Freeways — Includes all of Michigan’s Interstate
freeways, as well as other limited access freeways (both U.S. and M-routes). All
freeways are under the jurisdiction of MDOT.

+ 30% Principal Arterials - This category reflects the state’s most highly traveled non-
freeway routes. Many of these routes are under MDOT’s jurisdiction. However, some
highly traveled local roads (especially within major urban areas) are also eligible for
funding under this category.

+« 7% Minor Arterials — This category also includes highly traveled roads, but they
generally carry less traffic than freeways and provide connectivity to the higher arterial
system. Most of these roads are locally owned.

+ 7% Major Collectors — This category represents roads with the next highest level of
traffic and are almost completely under local jurisdiction. Major collectors provide
connectivity to neighborhood streets and the local street network.

+ 4% Local Bridges — Targets investments for bridges on local roads.

+ 3% Multi-modal — Funding for key transit, rail, and mobility projects across the state.

+ 2% Local Rural Economic Corridors— Funding for roads that play a key commercial
role in rural areas but are not included in the new formula.
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Transportation

Fixing Michigan Roads Plan Distribution
(In Millions)

FY 2020 | FY 2021

Interstates and Other Freeways (47%) $431.2 | $1,004.4
Principal Arterials (30%) $275.3 $641.1
Minor Arterials (7%) $64.2 $149.6
Major Collectors (7%) $64.2 $149.6
Local Bridges (4%) $36.7 $85.5
Multi-Modal Innovation Projects (3%) $27.6 $64.1
Local Rural Economic Corridors (2%) $18.3 $42.7
TOTAL New Transportation Distribution| $917.5 | $2,137.0

+  When fully phased in, the Fixing Michigan Roads distribution formula will direct $1.5 billion
(70%) to state roads, $569 million (27%) to local roads, and $64 million (3%) for multi-
modal transit, rail, and mobility projects. In combination with existing funds, overall
transportation funding provides 55% to state roads and 45% to local roads.

Fixing Michigan Roads Plan - State and Local Distribution*
(In Millions)
FY 2020 | FY 2021
State-Owned Roads (70%)
State Road Projects $645.6 | $1,503.7
TOTAL State-Owned Roads $645.6 | $1,503.7
Local Road Agencies (27%)
Local Road Projects $189.3 $441.0
Local Bridges $36.7 $85.5
Local Rural Economic Corridors $18.3 $42.7
TOTAL Local Road Agencies $244.3 $569.2
Multi-Modal Innovation Projects (3% - State and Local)
Transit and Mobility $16.6 $38.5
Rail and Port Investments $11.0 $25.6
TOTAL Multi-Modal Innovation Projects $27.6 $64.1
TOTAL Distribution of New Transportation Revenues| $917.5 | $2,137.0

*Percentages are based upon full implementation in FY 2021

Transparency & Accountability:

¢+ MDOT and local road agencies will be developing Five-Year Plans that target the
investment of these funds using sound asset management principles.

+ Anew easily accessible website will enable the public to identify and track the progress of
each state and local project.

+ Anindependent committee will be established to review progress at the midpoint of the
plan. The Fixing Michigan Roads Review Committee will take the following actions:
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DEPARTMENT DETAIL

*+  Assess whether the plan is improving overall system condition.

+ Evaluate revenues to determine if the plan is appropriately funded.

+ Review whether the new formula is directing the dollars effectively.

+ Evaluate and recommend potential alternatives to the motor fuel tax as a user-fee

proxy, given increasing fuel efficiency and the increasing number of electric and
alternative fuel vehicles.

Continuing Funding

Beyond the Fixing Michigan Roads Plan investments highlighted above, the Governor’'s recommended
budget includes additional ongoing funding for the following programs:

+ $51.2 million for winter and deferred maintenance needs on the state trunkline system including
funding for surface maintenance repairs, chemical/salt supplies and storage facilities, cable median
barrier repairs, and vegetation control and drainage maintenance.

+ $10 million for federally mandated inspections of ancillary support structures such as freeway signs,
retaining walls, communications towers, and other such structures posing a potential safety hazard

on the state trunkline system.

+ $3 million to support intelligent transportation systems and other various small innovative information
technology solutions that will increase efficiency.
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Department of Transportation

Governor's Recommended Budget for Fiscal Years 2020 and 2021

$ in Thousands

FY 2020 Adjustments

FY 2019 Current Law
Removal of FY 2019 One-Time Funding
FY 2020 Ongoing Investments
Fixing Michigan Roads Program - Targeted state and local transportation investments

Maintenance Funding Increase - State Trunkline Fund increase for pothole repair, salt, and other
maintenance

Ancillary Structure Inspection Compliance - State Trunkline Fund increase for federally
mandated inspections of ancillary structures

Information Technology Modernization and Development - State Trunkline Fund increase to
support intelligent transportation systems and other small scale information technology projects

Local Signal Energy Billing - Process improvement

FY 2020 Reductions
None recommended

FY 2020 Baseline Adjustments
Road and Bridge Programs revenue adjustments
Comprehensive Transportation Program revenue adjustments
Maintenance Materials - State Trunkline Fund increase to account for rising materials costs
Debt Service Adjustments - Annual change in debt service schedule
Aeronautics - Revenue adjustments
Transportation Economic Development revenue adjustments
Employee Payroll Related Adjustments
Other Technical Adjustments

FY 2020 Total Executive Recommendation - Ongoing Funding

FY 2020 Total Executive Recommendation - One-Time Funding

FY 2020 Total Executive Recommendation - Ongoing and One-Time
$ Change from FY 2019 - Total Funding
% Change from FY 2019 - Total Funding

FY 2021 Adjustments

FY 2020 Total Executive Recommendation
Removal of FY 2020 One-Time Funding
FY 2021 Fixing Michigan Roads Program

FY 2021 Baseline Adjustments - Revenue adjustments (Road and Bridge Program,
Comprehensive Transportation Fund, Transportation Economic Development Fund)

FY 2021 Baseline Adjustments - Remove FY 2020 one-time employee salary increase
FY 2021 Total Executive Recommendation
$ Change from FY 2020 - Total Funding
% Change from FY 2020 - Total Funding
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GFIGP GROSS
$356,790.9 $5,013,880.8
($356,790.9) ($470,740.9)

$0.0 $917,524.8
$0.0 $51,150.0
$0.0 $10,000.0
$0.0 $3,000.0
$0.0 $600.0
$0.0 $0.0
$0.0 $205,966.0
$0.0 $37,596.7
$0.0 $7,384.0
$0.0 ($5,539.6)
$0.0 $989.1
$0.0 $909.8
$0.0 $6,057.6
$0.0 ($486.3)
$0.0 $5,778,292.0
$0.0 $0.0
$0.0 $5,778,292.0
($356,790.9) $764,411.2
(100.0%) 15.2%
GFIGP GROSS
$0.0 $5,778,292.0
$0.0 $0.0
$0.0 $1,219,549.0
$0.0 $38,910.1
$0.0 ($3,366.0)
$0.0 $7,033,385.1
$0.0 $1,255,093.1
0.0% 21.7%



DEPARTMENT DETAIL

Department of Treasury

Governor’s Recommended Budget for Fiscal Years 2020 and 2021

The Department of Treasury’s major responsibilities include the fair and efficient administration of the
state’s tax system, investing state funds, safeguarding the credit rating of the state and local
governments, forecasting state economic activity and revenue, administering property tax laws, auditing
county and municipal financial records, maximizing lottery revenue to the School Aid Fund, and
providing oversight of casino gaming operations.

Excluding revenue sharing payments to local governments of $1.4 billion, the Governor’'s recommended
budget for fiscal year 2020 recommends total ongoing funding of $684.8 million, of which $208.8 million
comes from the state’s general fund. The Governor also recommends $10 million general fund in one-
time funding in fiscal year 2020.

Highlights

The Governor's recommended budget includes four key investments:

L 4

$16.4 million for Replacement of the Information Technology Individual Income Tax
and Garnishment and Levies Systems. These systems are based on an antiquated
platform. Replacement is integral to maintaining an efficient and effective tax collection
process. The funds will be allocated from the Information Technology Investment Fund
(ITIF) in the budget for the Department of Technology, Management and Budget. The ITIF
supports information technology projects that lead to transformative change in state service
delivery and the modernization of legacy systems.

$1.4 million for Information Technology System Maintenance Costs (general fund) to
support mainframe and servers utilized by the department for critical information
technology systems.

$10 million for the Wrongful Imprisonment Compensation Fund (one-time general
fund) to fund payments in accordance with the Wrongful Imprisonment Compensation Act.
A $10 million fiscal year 2019 supplemental is also being proposed to fund estimated
payments owed to those wrongfully convicted.

$2 million to administer the proposed business pass-through parity tax (general
fund). This tax will bring rate parity to business pass-through entities by taxing this income
at the same rate as corporate income filers, while providing an offset to the costs of
restoring retirement tax deductions. A $10 million fiscal year 2019 supplemental is also
being recommended that covers one-time costs to implement a new information
technology system for the tax.
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Required Debt Service Payments Make Up Half of
Treasury General Fund Appropriations

Financial Programs
2%
Wrongful Imprisonment
4%

Debt Service
48%

P

Local Government_/

% Total: $218.8 million

Tax Programs/
10%

Admlnlstratlon ~~~_ Grants and PILT
14% 15%

Continuing Funding

Beyond the investments highlighted above, the Governor's recommended budget continues funding for
the following programs:

*

$107.1 million for Tax Programs, ensuring review of Michigan tax returns and related forms.

$104.3 million for Debt Service Payments related to Strategic Water Quality and Clean Michigan
Initiative Bonds. These costs are being adjusted downward as debt is retired over time.

$27.4 million for Payments in Lieu of Taxes to reimburse local governments for revenue losses
due to tax-exempt property.

$10.7 million for the Senior Citizens Cooperative Housing Tax Exemption Program to
reimburse local governments for revenue losses due to exemptions on this type of property.

Reductions

The recommended budget reductions include $650,100 in general fund savings achieved through
overall efficiencies in program administration.
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Department of Treasury — Revenue Sharing
Governor’s Recommended Budget for Fiscal Years 2020 and 2021

Michigan’s revenue sharing program distributes sales tax revenues collected by the state to local units of
government, allowing communities to determine how best to fund local services. A constitutionally
dedicated portion of sales tax revenue is distributed to cities, villages, and townships on a per capita
basis; the remainder is subject to annual appropriation.

Funding for fiscal year 2020 is recommended at $1.4 billion in restricted revenues, which includes
$886.5 million for constitutionally required revenue sharing payments.

Highlights
The Governor's recommended budget includes four key investments:

+ $51.2 million for Constitutional Revenue Sharing Payments for cities, villages, and
townships, bringing total Constitutional payments to $886.5 million. This represents a $27.5
million, or 3.2% increase over the most recent estimates for constitutional payments in
fiscal year 2019 and is based on estimated growth in sales tax collections.

+  $7.7 million for City, Village, and Township Revenue Sharing to provide eligible cities,
villages, and townships with a 3% increase over the total fiscal year 2019 funding level.
Total funding for City, Village, and Township Revenue Sharing will be $262.8 million.
Previous amounts characterized as one-time payments to local units are rolled into the
base for this program.

+  $6.6 million for County Revenue Sharing and the County Incentive Program to
provide a 3% increase over total fiscal year 2019 funding for eligible counties. Total
revenue sharing payments for counties will be $228.1 million.

¢ $2.5 million for the Community Opportunities for Renewal grant program, for a total of
$5 million, to support local projects targeting infrastructure, public safety, blight removal,
and other community revitalization efforts.

Continuing Provisions

The Executive Budget largely retains the existing distribution formulas for statutory revenue sharing, as
contained in fiscal year 2019 current law. Additionally, the fiscal year 2020 budget will continue to require
local governments to follow accountability and transparency provisions to receive their incentive-based

payments under the City, Village, and Township Revenue Sharing program and the County Incentive
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Treasury - Revenue Sharing

Program. These provisions promote good government practices across the state by requiring

communities to publish a citizen’s guide to local finances, a performance dashboard, a debt service
report, and a projected budget report.

Fiscal Year 2020 Revenue Sharing Funding

Individual amounts may not add to totals due to rounding.
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($ in Millions)
Fiscal Year 2019 Fiscal Year 2020
Constitutional Statutory Total Constitutional Statutory Total
Cities, Villages, and Townships $859.1 $255.2 $1,114.3 $886.5 $262.8 $1,149.3
Counties $0.0 $221.4 $221.4 $0.0 $228.1 $228.1
Total $859.1 $476.6 $1,335.7 $886.5 $490.9 $1,377.4
% change from FY19 3.2% 3.0% 3.1%




Treasury - Revenue Sharing

Department of Treasury
Governor's Recommended Budget for Fiscal Years 2020 and 2021

FY 2019 Current Law

FY 2020 Ongoing Investments
Administration of Business Pass-through Parity Tax

$ in Thousands

FY 2020 Adjustments

Removal of FY 2019 One-Time Funding

Information technology cost increase for mainframe and server costs

City, Village, and Township Revenue Sharing - 3% Increase Over Total FY19 Payments

County Revenue Sharing/County Incentive Program - 3% Increase Over Total FY19 Payments

Community Opportunities for Renewal - Fund at $5M and focus on community revitalization

Michigan Finance Authority cost increases
FY 2020 Reductions

Reduce Various Administrative Line Iltems Based on Efficiencies

FY 2020 Baseline Adjustments

Constitutional Revenue Sharing Adjustments Based on Projected Sales Tax Growth

Establish Recreational Marihuana Program Grants for Locals

Recreational Marihuana Programming

Reduction of Administrative Costs for Medical Marihuana Program

Medical Marihuana Excise Fund Grant Reduction

Senior Citizen Cooperative Housing Tax Exemption Program - Provide full funding

Debt Service Adjustment
Employee Payroll Related Adjustments

FY 2020 Total Executive Recommendation - Ongoing Funding

FY 2020 One-Time Investments

Wrongful Imprisonment Compensation Fund

Drinking Water Declaration of Emergency Placeholder
FY 2020 Total Executive Recommendation - One-Time Funding

FY 2020 Total Executive Recommendation - Ongoing and One-Time

FY 2020 Total Executive Recommendation

$ Change from FY 2019 - Total Funding
% Change from FY 2019 - Total Funding

FY 2021 Adjustments

Removal of FY 2020 One-Time Funding

Baseline Adjustment - Constitutional Revenue Sharing Adjustments

Baseline Adjustment - Recreational Marihuana Program Grants

Baseline Adjustment - Remove FY 2020 one-time employee salary increase

FY 2021 Total Executive Recommendation
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$ Change from FY 2020 - Total Funding
% Change from FY 2020 - Total Funding

GFIGP GROSS

$210,961.3 $1,985,913.8
($3,050.0) ($16,166.1)
$2,000.0 $2,000.0
$1,450.0 $1,450.0
$0.0 $19,770.7

$0.0 $7,642.5

$0.0 $2,500.0

$0.0 $300.0
($650.1) ($650.1)
$0.0 $51,205.4

$0.0 $20,250.0

$0.0 $3,632.2
$0.0 ($601.4)
$0.0 ($10,890.0)
$250.0 $250.0
($2,745.0) ($2,745.0)
$610.6 $3,297.7
$208,826.8 $2,067,159.7
$10,000.0 $10,000.0
$0.0 $0.1
$10,000.0 $10,000.1
$218,826.8 $2,077,159.8
$7,865.5 $91,246.0
3.7% 4.6%

GFIGP GROSS

$218,826.8 $2,077,159.8
($10,000.0) ($10,000.1)
$0.0 $27,513.2

$0.0 $16,650.0
($464.8) ($2,221.8)
$208,362.0 $2,109,101.1
($10,464.8) $31,941.3
(4.8%) 1.5%
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BACKGROUND INFORMATION

Consensus Economic Outlook

The consensus economic outlook for 2019, 2020, and 2021 was adopted at the January 11, 2019,
Consensus Revenue Estimating Conference by the Administration, House Fiscal Agency, and
Senate Fiscal Agency.

2018 U.S. Economic Review

U.S. real (inflation-adjusted) gross domestic product (GDP) increased an estimated 2.9 percent
in calendar year (CY) 2018, up from the 2.2 percent rate of growth recorded in 2017. Beginning
in mid-2009, the current U.S. economic expansion is one of the longest on record. Real GDP in
the first quarter of 2018 grew at a modest annualized rate of 2.2 percent but accelerated
substantially in the second quarter to a strong 4.2 percent annual rate before slowing to a still
solid 3.4 percent rate in the third quarter.

U.S. wage and salary employment rose 1.6 percent in CY 2018 — marking the eighth straight
national annual increase. December 2018 marked a record 99" straight monthly national
employment increase. In 2018, monthly employment gains averaged 220,00 jobs per month — up
substantially from the average 180,000 jobs per month gain in 2017.

Nationally, in 2018, the unemployment rate fell from 4.4 percent in 2017 to 3.9 percent — the
lowest annual unemployment rate since 1969. 2018 marked the eighth straight year of a declining
national unemployment rate.

The price of oil trended upward through the first half of 2018 with the monthly average price per
barrel increasing from $58 in December 2017 to $71 in July 2018. Qil prices dropped sharply by
December with oil prices falling from $71 per barrel in October to $50 per barrel in December.

Housing starts have risen each year since falling to an all-time low in 2009. Starts have more than
doubled from their all-time lows. In 2018, housing starts totaled 1.258 million units, up a solid 4.6
percent from last year. Despite these gains since 2009, housing starts remain at historically low
levels and well below levels from the previous decade.

In 2018, light vehicle sales were little changed from last year with sales totaling an estimated 17.1
million units in both 2017 and 2018. While down from record high 17.5 million light vehicle sales
in 2016, 2018 marked the fourth straight year of 17 million plus light vehicle sales. Monthly light
vehicle sales remained strong throughout 2018 with the annualized monthly light vehicle sales
rate ranging between 16.7 million units and 17.6 million units.

Despite continuing economic growth and strong labor markets, business confidence fell
substantially through much of 2018 and financial markets were shaken in late 2018. Growing
concerns and uncertainty about many factors accounted for worsening business confidence and
volatile financial markets. These factors included ongoing trade conflicts (including broader tariffs
and higher tariffs rates) between the U.S. and its major trading partners, weakening global
economic growth, the fading impact of recent federal spending increases and tax cuts, a partial
federal government shutdown and the prospect of future Federal Reserve interest rate increases.

In 2018, the Federal Reserve increased interest rates by 0.25 percentage points four times,
raising the federal funds target-range to 2.25 percent and 2.50 percent. In December 2018, the
Fed indicated that interest rates would be increased twice in 2019. However, in January 2019,
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the Fed provided no explicit guidance on rate changes but did state that it “will be patient” about
future rate increases.

While up as much as 9.1 percent from the end of 2017 in mid-September 2018, the S&P 500
stock index was down from the end of 2017 by as much as 12.1 percent in late December. While
rebounding in the final week of trading in 2018, the S&P 500 Index ended 2018 down 6.2 percent
from the end of 2017.

2018 Michigan Economic Review

Michigan wage and salary employment increased an estimated 1.3 percent in 2017, which
marked the eighth consecutive year of growth after declining for 10 consecutive years. Between
December 2017 and December 2018, Michigan employment rose a preliminary 55,000 jobs, after
rising 50,800 jobs over the prior 12-month period.

In 2018, the annual Michigan unemployment rate fell to an estimated 4.4 percent — marking the
ninth straight decline in the annual Michigan unemployment rate and the lowest annual
unemployment rate since CY 2000.

In 2018, wage and salary payments received by Michigan workers rose an estimated 4.3 percent
after increasing 4.2 percent in 2017. Total personal income grew an estimated 3.8 percent in
2018, slightly faster than the 3.5 percent growth rate in 2017. With 2.5 percent inflation, real
(inflation adjusted) personal income rose an estimated 1.3 percent in 2018.

Michigan motor vehicle production decreased by 12.7 percent in 2018 compared to 2017.
Approximately 1,832,000 vehicles were produced in 2018 compared to the 2,098,000 vehicles
produced in 2017. In 2018, a major Michigan vehicle plant switched from cars to light trucks and
is currently ramping up production, which is one of the main reasons for the Michigan vehicle
production decline in 2018. However, Michigan vehicle production in 2018 remained well above
the historical low of 1,146,000 units produced in 2009.

Michigan manufacturing employment grew slightly in 2018. In December 2018, manufacturing
employment totaled 625,300 jobs, which was up 7,500 jobs from December 2017. However,
compared to the historically low monthly level recorded during the Great Recession, December
2018 manufacturing employment is up 192,400 jobs (44.4 percent).

U.S. Consensus Economic Outlook: 2019 - 2021

Real GDP growth is projected to grow 2.6 percent in 2019, 1.8 percent in 2020, and 1.5 percent
in 2021 (see Table 1). U.S. light vehicle sales are expected to remain at historically high levels
but will drop below 17.0 million units to an estimated 16.8 million units in 2019 and 16.6 million
units 2020. In 2021, light vehicle sales are forecast to edge down to 16.5 million units.

The U.S. unemployment rate is forecast to fall to an estimated 3.6 percent in 2019 from 3.9
percent in 2018. In 2020 and 2021, the unemployment rate is expected to be to 3.6 percent and
3.7 percent, respectively. Consumer prices, as measured by the U.S. Consumer Price Index
(CPI), are expected to rise 2.2 percent in both 2019 and 2020 and increase 2.3 percent in 2021.

- Governor Gretchen Whitmer
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Michigan Consensus Economic Outlook: 2019 - 2021

Michigan wage and salary employment is expected to increase 0.8 percent in 2019, 0.5 percent
in 2020, and 0.4 percent in 2021. Michigan’s unemployment rate is expected to fall from 4.4
percent in 2018 to 3.9 percent in 2019. The unemployment rate is expected to remain stable as
both the labor force and employment increase. The jobless rate is forecast to be an estimated 3.9
percent in 2020 and 2021.

Michigan personal income is projected to rise 3.8 percent in 2019 and to increase 3.9 percent in
2020 and 2021. Inflation is forecast to increase 2.0 percent in 2019 and to rise 2.1 percent in 2020
and 2021. As a result, real Michigan personal income is expected to rise 1.7 percent in 2019 and
2020 and rise 1.8 percent in 2021.

Forecast Risks

Uncertainty surrounds the timing, composition, and impact of monetary and fiscal policies at the
federal level. The Federal Reserve’s action on rates and quantitative easing are uncertain, as is
the impact of Fed actions on consumer and business sentiment, spending and investment.

International geopolitical and trade tensions may grow considerably over the forecast horizon.
Chief international trade risks surround the ongoing U.S.-China trade war, the United Kingdom’s
imminent departure from the European Union, and the re-negotiation of the North American Free
Trade Agreement.

Slower than expected economic growth across Asia and Europe could have a negative impact on
the U.S. economy.

Light vehicle sales are expected to remain at high levels but decline slightly from recent years.
Major auto companies have restructured in response to lower sales and future trends. A larger
decline in sales than expected would hurt both the U.S. and Michigan economies, especially the
manufacturing sector. The imposition of proposed sizeable tariffs on autos and auto parts
imported into the U.S., and likely retaliatory tariffs on U.S. exports, could substantially harm the
U.S. and Michigan economies.
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Table 1
Consensus Economic Forecast
January 2019
Percent Percent Percent Percent Percent
Calendar Change Calendar Change Calendar Change Calendar Change Calendar Change
2017 from Prior 2018 from Prior 2019 from Prior 2020 from Prior 2021 from Prior
Actual Year Forecast Year Forecast Year Forecast Year Forecast Year
United States
Real Gross Domestic Product $18,051 22%  $18,574 2.9%  $19,057 2.6%  $19,400 1.8% $19,691 1.5%
(Billions of Chained 2012 Dollars)
Implicit Price Deflator GDP 107.9 1.8% 110.4 2.3% 112.8 2.2% 1155 2.4% 118.2 2.3%
(2012 =100)
Consumer Price Index 245.120 2.1%  250.999 24%  256.424 22%  262.128 2.2% 268.273 2.3%
(1982-84 = 100)
Consumer Price Index - Fiscal Year 243.841 2.1%  249.749 2.4% 254940 2.1%  260.753 2.3% 266.606 2.2%
(1982-84 = 100)
Personal Consumption Deflator 106.1 1.8% 108.3 2.1% 110.4 1.9% 112.7 2.1% 115.1 2.1%
(2012 = 100)
3-month Treasury Bills 0.9 1.9 2.7 3.0 3.4
Interest Rate (percent)
Unemployment Rate - Civilian 4.4 3.9 3.6 3.6 3.7
(percent)
Wage and Salary Employment 146.624 1.6%  149.041 1.6%  151.130 1.4%  152.640 1.0% 153.560 0.6%
(millions)
Housing Starts 1.203 2.5% 1.258 4.6% 1.275 1.4% 1.300 2.0% 1.320 1.5%
(millions of starts)
Light Vehicle Sales 17.1 -1.9% 17.1 -0.2% 16.8 -1.8% 16.6 -1.2% 16.5 -0.6%
(millions of units)
Passenger Car Sales 6.1 -11.5% 52 -14.5% 4.6 -11.5% 4.1 -10.9% 4.0 -2.4%
(millions of units)
Light Truck Sales 11.1 4.4% 11.9 7.6% 12.2 2.5% 12.5 2.5% 12.5 0.0%
(millions of units)
Big 3 Share of Light Vehicles 42.0 41.6 41.5 413 41.2
(percent)
Michigan

Wage and Salary Employment 4,371 1.2% 4,428 1.3% 4,464 0.8% 4,486 0.5% 4,504 0.4%
(thousands)
Unemployment Rate 4.6 4.4 3.9 3.9 3.9
(percent)
Personal Income $460,270 3.5% $477,760 3.8% $495915 3.8% $515,256 3.9%  $535,351 3.9%
(millions of dollars)
Real Personal Income $202,855 1.4% $205,524 1.3%  $209,066 1.7% $212,709 1.7%  $216,432 1.8%
(millions of 1982-84 dollars)
Wages and Salaries $231,748 42% $241,713 4.3% $250,657 3.7% $260,182 3.8%  $269,548 3.6%
(millions of dollars)
Detroit Consumer Price Index 226.896 2.1%  232.460 2.5%  237.205 2.0% 242235 2.1% 247.353 2.1%
(1982-84 = 100)
Detroit CPI - Fiscal Year 225.517 2.0%  231.441 2.6%  235.834 1.9%  241.024 2.2% 246.024 2.1%

(1982-84 = 100)

Governor Gretchen Whitmer



Fiscal Years 2020 and 2021
Sources and Uses of General Fund/General Purpose

($ in Millions)

REVENUES:
Estimated Unassigned Beginning Fund Balance
Consensus Estimates

Payments to Local Government

Recreational Marihuana Implementation Reimbursement
Replace Income Tax Revenue with Fuel Tax Revenue for Roads
Retirement Deduction Restoration

Payments to Local Government

Business Pass-through Parity

Earned Income Tax Credit Expansion

Other Adjustments

Total Adjustments

Total Sources of Revenues

EXPENDITURES:
Total Uses of Revenues - Executive Recommendation
PLUS: Estimated average baseline adjustments

Total Uses of Funds

Estimated Ending Fund Balance, September 30

FISCAL YEARS 2020 AND 2021 EXECUTIVE BUDGET RECOMMENDATION -
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Fiscal Year Fiscal Year
2020 2021

$237.5 $8.3
$10,717.8 $10,852.6
($466.0) ($466.0)
$10.0 $0.0
$468.0 $600.0
($200.7) ($275.6)
($29.9) ($29.9)
$157.0 $217.2
($76.0) ($114.0)
$5.2 $0.0
($132.4) ($68.3)
$10,822.9 $10,792.6
$10,814.6 $10,605.3
$0.0 $170.0
$10,814.6 $10,775.3
$8.3 $17.3

)
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Fiscal Years 2020 and 2021

Sources and Uses of All Funds

($ in Millions)

REVENUES:
General Fund - General Purpose (GF/GP)
Consensus Estimate
Total Adjustments
Total GF/GP Revenue
School Aid Fund (SAF)
Consensus Estimate
Total Adjustments
Transfers and Federal Aid
Total SAF Revenue
Transportation Funds
Special Revenue and Permanent Funds, including beginning balances
Federal Aid Not Elsewhere Itemized

Available Fund Balances Not Elsewhere Itemized

Total All Resources
LESS: Interfund Transfers

Total All Sources of Funds Less Interfund Transfers

EXPENDITURES:

Total Uses of All Resources - Executive Recommendation
PLUS: Estimated average baseline GF/GP adjustments
LESS: Interdepartmental Grants and Transfers

Total Uses of Funds

Excess of Sources over Uses

Governor Gretchen Whitmer

Fiscal Year Fiscal Year
2020 2021

$10,717.8 $10,852.6
($132.4) ($68.3)
$10,585.4 $10,784.3
$13,926.7 $14,264.4
$32.0 $72.0
$1,794.6 $1,794.6
$15,753.3 $16,131.0
$7,333.2 $8,660.5
$7,767.6 $7,816.0
$20,823.2 $20,827.7
$1,724 1 $1,516.7
$63,986.8 $65,736.1
($1,585.0) ($1,609.6)
$62,401.8 $64,126.6
$60,353.9 $61,345.4
$0.0 $170.0
($1,122.3) ($1,118.3)
$59,231.5 $60,397.1
$3,170.3 $3,729.5
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BACKGROUND INFORMATION

CAPPED SOURCES OF FEDERAL FUNDS SHARED BETWEEN STATE DEPARTMENTS

FY 2020 FY 2021
CFDA CFDA Title Recommendation | Recommendation
State Administrative Matching Grants for the Supplemental
10.561 . .
Nutrition Assistance Program
Grantee: Health and Human Services 24,000,000 24,000,000
Subrecipient: Talent and Economic Development 4,000,400 4,000,400
Subrecipient: Attorney General 137,000 137,000
11.419 Coastal Zone Management Administration Awards
Grantee: Environmental Quality 775,000 775,000
Subrecipient: Natural Resources 2,080,700 2,080,700
15.662 Great Lakes Restoration
Grantee: Environmental Quality 700,000 700,000
Subrecipient: Natural Resources 1,518,500 1,518,500
16.554 National Criminal History Improvement Program (NCHIP)
Grantee: State Police 1,508,600 1,508,600
Subrecipient: Attorney General 121,200 121,200
16.588 Violence Against Women Formula Grants
Grantee: Health and Human Services 3,726,300 3,726,300
Subrecipient: State Police 250,000 250,000
Grants to Encourage Arrest Policies and Enforcement of
16.590 .
Protection Orders Program
Grantee: Health and Human Services 900,000 900,000
Subrecipient: Attorney General 409,800 409,800
16.593 Residential Substance Abuse Treatment for State Prisoners
Grantee: State Police 146,600 146,600
Subrecipient: Corrections 250,200 250,200
17.207 Employment Service/Wagner-Peyser Funded Activities
Grantee: Talent and Economic Development 37,910,400 37,910,400
Subrecipient: Technology, Management and Budget 3,665,500 3,665,500
20.616 National Priority Safety Programs
Grantee: State Police 8,147,300 8,147,300
Subrecipient: Judiciary 2,222,800 2,222,800
Subrecipient: State 600,000 600,000
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(Capped Federal Funds Shared Between Departments

CAPPED SOURCES OF FEDERAL FUNDS SHARED BETWEEN STATE DEPARTMENTS

CFDA

CFDA Title

FY 2020

Recommendation

FY 2021

Recommendation

20.703

66.469

66.605

84.002

84.010

84.013

84.027

84.048

84.181

Interagency Hazardous Materials Public Sector Training and
Planning Grants

Grantee: State Police

Subrecipient: Licensing and Regulatory Affairs

Great Lakes Program

Grantee: Environmental Quality

Subrecipient: Agriculture and Rural Development
Subrecipient: Health and Human Services

Performance Partnership Grants
Grantee: Environmental Quality
Subrecipient: Agriculture and Rural Development

Adult Education - State Program
Grantee: Talent and Economic Development
Subrecipient: Corrections

Title | Grants to Local Educational Agencies
Grantee: Education
Subrecipient: Health and Human Services

Title | Program for Neglected and Delinquent Children
Grantee: Education
Subrecipient: Corrections

Special Education - Grants to States
Grantee: Education

Subrecipient: Education via School Aid Budget
Subrecipient: Health and Human Services
Subrecipient: Corrections

Vocational Education - Basic Grants to States
Grantee: Education

Subrecipient: Education via School Aid Budget
Subrecipient: Talent and Economic Development
Subrecipient: Corrections

Special Education - Grants for Infants and Families
Grantee: Education

Subrecipient: Education via School Aid Budget
Subrecipient: Health and Human Services

(-16 . Governor Gretchen Whitmer

732,500
60,000

750,000
147,000
267,000

11,559,700
557,000

20,000,000
359,800

6,320,000
473,100

15,600
906,900

15,968,800
370,000,000
120,000
116,200

2,591,800
24,000,000
19,000,000

153,400

1,412,000
12,000,000
155,400

732,500
60,000

750,000
147,000
267,000

11,559,700
557,000

20,000,000
359,800

6,320,000
473,100

15,600
906,900

15,968,800
370,000,000
120,000
116,200

2,591,800
24,000,000
19,000,000

153,400

1,412,000
12,000,000
155,400




BACKGROUND INFORMATION

CAPPED SOURCES OF FEDERAL FUNDS SHARED BETWEEN STATE DEPARTMENTS

FY 2020 FY 2021
CFDA CFDA Title Recommendation | Recommendation
Gaining Early Awareness and Readiness for Undergraduate
84.334
Programs
Grantee: Talent and Economic Development 4,730,700 4,730,700
Subrecipient: Student Financial Aid via Higher Education 3,200,000 3,200,000
93.243 Sub§tance Abuse. and M.ent.a.l Health Services - Projects of
Regional and National Significance
Grantee: Education 350,000 350,000
Subrecipient: Health and Human Services 4,965,900 4,965,900
93.558 Temporary Assistance for Needy Families
Grantee: Health and Human Services 549,714,800 549,714,800
Subrecipient: Student Financial Aid via Higher Education 120,326,400 120,326,400
Subrecipient: Talent and Economic Development 63,698,800 63,698,800
93.563 Child Support Enforcement
Grantee: Health and Human Services 164,000,000 164,000,000
Subrecipient: Attorney General 2,674,900 2,674,900
Subrecipient: Judiciary 822,400 822,400
93.568 Low-Income Home Energy Assistance
Grantee: Health and Human Services 186,898,600 186,898,600
Subrecipient: Treasury 3,099,200 3,099,200
93.643 Children's Justice Grants to States
Grantee: Health and Human Services 4,550,500 4,550,500
Subrecipient: Judiciary 241,700 241,700
93.658 ARRA - Foster Care - Title IV-E
Grantee: Health and Human Services 127,754,600 127,754,600
Subrecipient: Education 2,200,000 2,200,000
Subrecipient: Judiciary 403,500 403,500
Assistance Programs for Chronic Disease Prevention and
93.945
Control
Grantee: Health and Human Services 3,272,300 3,272,300
Subrecipient: Education 348,600 348,600
97.091 Homeland Security Biowatch Program
Grantee: Environmental Quality 1,700,000 1,700,000
Subrecipient: Health and Human Services 100,000 100,000
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BACKGROUND INFORMATION

SPECIAL REVENUE FUNDS SHARED BETWEEN STATE DEPARTMENTS

Fund / Departments

FY 2020

Recommendation

FY 2021

Recommendation

Bottle Deposits Fund
Treasury (owner)
Environmental Quality

Children's Trust Fund
DHHS (owner)
Treasury

Comprehensive Transportation Fund
Transportation (owner)
Technology, Management and Budget
Civil Service Commission
Attorney General
Legislative Auditor General
Treasury

Forest Development Fund
Natural Resources (owner)
Technology, Management and Budget
Treasury

Game and Fish Protection Account
Natural Resources (owner)
Treasury
Attorney General
Technology, Management and Budget
Legislative Auditor General

Michigan Game and Fish Protection Trust Fund
Natural Resources (owner)
Treasury

FISCAL YEARS 2020 AND 2021 EXECUTIVE BUDGET RECOMMENDATION - (-19

250,000
20,503,900

2,897,300
28,100

380,762,000
279,800
250,000
106,400

39,800
33,100

46,362,400
252,800
7,700

82,981,800
3,010,500
640,700
491,400
32,000

6,000,000
269,400

250,000
20,328,000

2,895,400
28,100

360,672,600
279,800
250,000
106,400

39,800
33,100

46,048,800
252,800
7,700

82,425,300
3,010,500
634,600
491,400
32,000

6,000,000
269,400




Special Revenue Funds Shared Between Departments

SPECIAL REVENUE FUNDS SHARED BETWEEN STATE DEPARTMENTS

Fund / Departments

FY 2020

Recommendation

FY 2021

Recommendation

Michigan Merit Award Trust Fund
Treasury (owner)
Health and Human Services
State Police
Attorney General

Michigan Natural Resources Trust Fund
Natural Resources (owner)
Treasury

Michigan Nongame Fish and Wildlife Trust Fund
Natural Resources (owner)
Treasury

Michigan State Parks Endowment Fund
Natural Resources (owner)
Treasury
Technology, Management and Budget

Michigan State Waterways Account
Natural Resources (owner)
State
Treasury
Attorney General
Technology, Management and Budget
Legislative Auditor General

- Governor Gretchen Whitmer

1,203,500
49,768,700
851,500
515,600

1,345,700
2,670,900

490,800
3,800

26,961,400
256,100
152,000

51,219,700
1,542,500
374,400
143,600
127,800
11,500

1,195,200
49,768,700
848,200
510,800

1,333,500
2,670,900

490,700
3,800

26,912,200
256,100
152,000

67,775,800
1,542,500
374,400
142,600
127,800
11,500
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SPECIAL REVENUE FUNDS SHARED BETWEEN STATE DEPARTMENTS

Fund / Departments

FY 2020

Recommendation

FY 2021

Recommendation

Michigan Transportation Fund
Transportation (owner)
State
Treasury
Environmental Quality
Legislative Auditor General
Technology, Management and Budget

Off-Road Vehicle Account
Natural Resources (owner)
State
Treasury

Second Injury Fund
Licensing and Regulatory Affairs (owner)
Attorney General
Treasury

Silicosis, Dust Disease, and Logging Industry
Compensation Fund

Licensing and Regulatory Affairs (owner)
Attorney General
Treasury

Snowmobile Account
Natural Resources (owner)
State
Treasury

FISCAL YEARS 2020 AND 2021 EXECUTIVE BUDGET RECOMMENDATION - (-21

1,723,634,600

20,000,000
2,754,800
1,383,000

322,100
299,100

8,654,000
170,700
2,400

3,000,000
621,600
2,100

888,200
109,700
300

14,859,300
390,000
3,100

1,755,939,400

20,000,000
2,754,800
1,383,000

322,100
299,100

8,639,300
170,700
2,400

2,986,200
615,200
2,100

885,000
108,500
300

17,764,300
390,000
3,100




Special Revenue Funds Shared Between Departments

SPECIAL REVENUE FUNDS SHARED BETWEEN STATE DEPARTMENTS

Fund / Departments

FY 2020

Recommendation

FY 2021

Recommendation

State Aeronautics Fund
Transportation (owner)
Technology, Management and Budget
Attorney General
Civil Service Commission
Treasury
Legislative Auditor General

State Park Improvement Account
Natural Resources (owner)
State
Treasury

State Trunkline Fund
Transportation (owner)
Technology, Management and Budget
State Police
Civil Service Commission
Attorney General
Legislative Auditor General
Treasury

Utility Consumer Representation Fund
Licensing and Regulatory Affairs (owner)
Attorney General
Treasury

(-22 . Governor Gretchen Whitmer

16,056,000
216,800
185,100
150,000

73,500
31,000

80,076,100
1,000,000
9,800

1,126,142,200
39,173,900
11,903,300
6,321,000
2,076,800
748,200
149,700

804,000
1,014,000
400

15,988,000
216,800
185,100
150,000

73,500
31,000

79,631,100
1,000,000
9,800

1,148,793,500
39,173,900
11,903,300
6,321,000
2,076,800
748,200
149,700

804,000
1,010,400
400
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Revenue and Expenditure Projections - FY2018 and FY2019
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Revenue and Expenditure Projections - FY2018 and FY2019
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STATE OF MICHIGAN

GRETCHEN WHITMER OFFICE OF THE GOVERNOR GARLIN GILCHRIST Il
GOVERNOR LANSING LT. GOVERNOR

March 5, 2019

Ladies and Gentlemen of the Legislature and Citizens of the State of Michigan:

Article XI, Section 5, of the Michigan Constitution of 1963 provides that increases in
rates of compensation for employees in the state-classified service authorized by the
Civil Service Commission require prior notice to the Governor. The Constitution also
requires that |, as Governor, transmit such increases to the Legislature as part of my
budget recommendation. With this letter, | am officially transmitting the compensation
adjustments for your review.

The attached cost summary, prepared by the Office of the State Employer, details
additional costs for compensation. Represented and non-exclusively represented
employees are scheduled to receive a 2 percent base wage increase in fiscal year 2020
on October 1, 2019. The Office of State Employer has estimated that the total additional
cost from all funding sources of these pay recommendations is $98.4 million for fiscal
year 2020. | have incorporated the costs into my Executive Budget Recommendation.

The Constitution provides that the Michigan Legislature may, by a two-thirds vote of the
members elected to and serving in each house, reject or reduce a Civil Service
Commission compensation adjustment within 60 calendar days of transmission by the
Governor. | urge the Legislature to accept the compensation adjustment as
recommended by the Civil Service Commission.

Sincerely,

Wy
Gretchen Whitmer
Governor

Attachment

GEORGE W. ROMNEY BUILDING e 111 SOUTH CAPITOL AVENUE e LANSING, MICHIGAN 48909

www.michigan.gov
Printed by members of:

e O]
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BACKGROUND INFORMATION

LEGISLATION NEEDED TO IMPLEMENT
FISCAL YEAR 2020 BUDGET RECOMMENDATION

Michigan Compiled
Department Purpose Law (MCL)
Agriculture and Rural Eliminate Sunset for Licensing Livestock Dealers Act MCL 287.123(2)
Development
MCLs 324.3104;324.3110;

324.3118; 324.3120;
324.3122; 324.4104;
324.4112; 324.11135;
324.111583; 324.115254;
324.12109; 324.12112;
324.17303; 324.17317;
324.30104; 324.30109;
324.30306; 324.30306b;
324.30313b; 324.32312;
324.32513; 325.1009

Eliminate Sunset and Include Language to Allow for Economic
Adjustments for Environmental Fees in the Natural Resources and

Environmental Protection Act and the Safe Drinking Water Act
Environmental Quality

Increase Air Emission Fees, Eliminate Sunset and Include Language
to Allow for Economic Adjustments in the Natural Resources and

MCL 324.5522
Environmental Protection Act

Eliminate Sunset for the Michigan Energy Assistance Act MCL 400.1236

Health and Human

Extend Sunset for the Kent County Child Welfare Performance-Based
Services

MCL 400.117a

Funding Pilot
Waive Vital Record Fees for Homeless Individuals MCL 333.2891
Eliminate Sunset for the Business Qorporatlon Filing Fee in Business MCL 450 2060
Corporation Act
Eliminate Sunset for the Non-Eroflt Corp'oratlon Report Filing Fee in MCL 450.3060
Non-Profit Corporation Act
Eliminate Sunset for Limited Liability Company Statement of Resident
) . Agent and Registered Office in Michigan Limited Liability Company MCL 450.5101
Licensing and Act
Regulatory Affairs
MCLs 338.2213; 338.2217;
Eliminate Sunsets for Various Professional Occupational License 338'22215 338'22255
Fees in State License Fee Act 338.2227; 338.2231;
338.2237; 338.2238;
338.2243

Eliminate Sunset for Transportation Network Companies MCL 257.2104
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LEGISLATION NEEDED TO IMPLEMENT
FISCAL YEAR 2020 BUDGET RECOMMENDATION

Department

Purpose

Michigan Compiled
Law (MCL)

Licensing and

Eliminate Sunsets for Broker-Dealers, Agent, Investment Advisers in
Uniform Securities Act

MCL 451.2410

Eliminate Sunsets for Base Fees, Bed Fees, and License Fees in the

MCLs 333.20161; 333.6237;

Regulatory Affairs Public Health Code Act and Mental Health Code Act 330.1139
Revise Radiological Health Fees in the Public Health Code MCL 333.13522
MCLs 28.297; 257.208b;
257.217a; 257.232; 257.801;
257.802; 257.803b;
State Eliminate Sunset for Transportation Administration Collection Fund | 257.803r; 257.804; 257.806;
257.809; 324.80130;
324.80315; 324.81114;
324.82156
Eliminate Sunset on $2.25 Vehicle Registration Fee Credited to the
Traffic Law Enforcement and Safety Fund MCL 257.801
State Police Eliminate Sunset for Criminal History Records Fees MCL 28.273
Eliminate Sunset for the Sex Offender Annual Registration Fee for MCL 28.725a
New Offenders
Transportation Fix Michigan Roads Plan Implementation MCL 247.651 et al.
Amend Income Tax Act of 1967 to Eliminate Deposit into the Michigan
Transportation Fund and to Increase the Earned Income Tax Credit MCLs 206.51d and 206.272
Treasury Motor Fuel Tax Act Amendments to Implement Transportation MCLs 207.1003; 207.1008;

Revenue Package

207.1014; 207.1143

Amend Income Tax Act of 1967 to Reduce Taxes on Pension and
Retirement Income and Increase Taxes on Pass-through Entities

MCL 206.1 et al.

Universities and
Financial Aid

Michigan Reconnect Grant Act

New

Michigan Opportunity Initiative Act

New

- Governor Gretchen Whitmer
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