STATE OF MICHIGAN

RICK SNYDER STATE BUDGET OFFICE JOHN E. NIXON, CPA
GOVERNOR LANSING DIRECTOR

January 31, 2012

The Honorable Roger Kahn, Chair The Honorable Chuck Moss, Chair

Senate Appropriations Committee House Appropriations Committee
Michigan State Senate Michigan House of Representatives
State Capitol State Capitol

Lansing, Michigan 48909 Lansing, Michigan 48909 .

Dear Legislators:

Attached is the monthly financial report for the month ending December 31,
2011. This report is submitted pursuant to MCL 18.1386. This report can also be
found on the Internet at the following address:

www.michigan.gov/budget under “Financial Reports”.

If you have gquestions concerning the information in this report, please contact
this office.

Sincerely,

A

O0hn E. Nixon, CPA
State Budget Director

Attachment

c¢: Governor Rick Snyder House Fiscal Agency
Randy Richardville, Sen. Maj. Leader Jack Brandenberg, Chair, Senate Finance Com.
Gretchen Whitmer, Senate Min. Leader Judson S. Gilbert II, Chair, House Tax Policy Com.

Jase Bolger, Speaker of the House John Roberts, Deputy Chief of Staff

Richard Hammell, House Min. Leader Dick Posthumus, Executive Office

Senate Appropriations Committee Mike Moody, Office of Financial Management
House Appropriations Committee Nancy Duncan, Deputy State Budget Director
Senate Fiscal Agency Internal State Budget Office Distribution

111 5. CAPITOL » P.O. BOX 30026 » LANSING, MICHIGAN 48908
www.michigan.gov « {517} 373-7560




GENERAL FUND, GENERAL PURPOSE

Fiscal Year 2012

Projected Revenues and Expenditures

Decembher 31, 2011

($ in millions)
FISCAL
2012
[Beginning Balance, October 1, 2011 $ 24211 !
Revenues, Gurrent Law:
Current Year GF/GP Revenues, May 2011 Consensus Estimate - § 7,651.0
Revenue Adjustments:
Revenue Sharing adjustments (May 2011 Consensus) 3 6225
Other revenue adjustments $ 20.0
Tax Amnesty (PA 198 of 2010) 3 (12.9)
Unclaimed Property Reforms (PA 197 of 2010) $ 35.0
Liquor Reforms (PA 175 of 2010) ‘ $ 9.1
Use Tax on Medicaid managed care (PA 141 of 2011) $ 2011
Northville Sale - balioon payment 18/14/2011 % 6.5
Tax Reform Plan (PA 38, 39 and 40 of 2011) $ 107.7
Subtotal Additional Revenue Adjustments $ 989.0
Total FY Resources Available For Expenditure GF/GP 8,882.1
Expenditures, Current Law:
FY 2012 Enacted with Vetoes 5 8,874.9
Total Expenditures Projected $ 8,8749
$ 7.2 |

{Projected Ending Balance, September 30, 2012

* This report does not reflect final revenue and expenditure dala for the fiscal year ending September 30, 2011. Final year-end
activity will be reflected in the fiscal year 2011 Comprehensive Annual Financial Report which, by law, must be issued on or before

March 31, 2012.

Subsequent 1o the date of this report, several events occurred to influence the projected ending balance for fiscal year 2012. On
January 27, 2012, the unaudited financiat statement was Issued wilh an unreserved general fund balance of $566.6 million for the fiscal
year ending September 30, 2011. On January 13, 2012, the Consensus Revenue Eslimating Conference convened and determined
general fund revenues fo be $278.0 million above the May 2011 consensus revenue eslimate. At the fime of ihis rapert, the projected

general fund balance for the fiscal year ending Seplember 30, 2012 is $ 601.4 million.




OFFICIAL BALANCE SHEET

SCHOOL AID FUND
Fiscal Year 2012
Projected Revenues and Expenditures
December 31, 2011
(% in millions)

FISCAL
2012
IBegEnning Balance, October 1, 2011 $ 6845.9 |
Revenues, Current Law;
Current Year School Aid Fund Revenues, May 2011 Consensus $ 10,6454 |
Additional Revenue Adjustments:
Treasury Reforms $ 2.3
Tax Amnesty (PA 198 of 2010) $ (11.2)
Enhanced Liquor Revenues $ 09
General Fund Subslidy $ 118.6
Federal Aid $ 1,653.3
Subtotal Additional Revenue Adjustments $ 1,763.9
Total FY Resources Available for Expenditure SAF $ 13,0652
Expenditures, Current Law:
Public Act 62 of 2011 - School Aid $ 12,6591
Public Act 62 of 2011 - Community Colleges $ 195.9
Public Act 62 of 2011 - Universities $ 200.0
Adjusted Appropriations $ 13,0550
{Projected School Aid Fund Ending Balance September 30, 2012 $ 0.2 |

' The unaudited fiscal year 2041 ending fund bafance (beginning fiscal year 2012 balance) is $724.7 million. Final year-end aclivily will
be reflected in the fiscal year 2011 Comprehensive Annual Financiat Report which, by law, must be issued on or bafore March 31, 2012.

Cuirrent year revenues for fiscal year 2012 were subsequently estimated to be $10,763.6 million at the January 2012 consensus revenue
estimaling conference, which included estimales for treasury reforms, tax amnesty and enhanced liquor revenues.
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ESTIMATED BALANCE OF STATE PAYMENTS

TO LOCAL UNITS OF GOVERNMENT

Fiscal Year 2012
December, 2011

($ IN MILLIONS)
INITIAL EXEC. ORDER TOTAL
APPROPRIATIONS and APPROPRIATIONS
SUPPLEMENTALS YEAR-TO-DATE

Payments to local
units of government 15,105.5 240 15,129.5
Total state spending
from state resources 27,174.0 129.1 27,303.1
Percentage of state
spending from state
resources paid to
local units 55.59% 55.41%
Required payments to
local units (48.97%) 13,3071 13,370.3
Surplus/(deficit) $1,798.4 $1,759.2




STATE OF MICHIGAN
YEAR-TOQ-DATE STATEMENT OF REVENUES AND EXPENDITURES
COUNTER - CYCLICAL BUDGET AND ECONOMIC STABILIZATION FUND
QOCTOBER 1, 2011 THROUGH DECEMBER 31, 2011
(in thousands)

REVENUES
Miscellaneous $. -
Total Revenues -

EXPENDITURES

Current;
General government -

Total Expenditures -

Excess of Revenues over (under)
Expenditures -

OTHER FINANCING SOURCES (USES)

Transfers from other funds 63,950
Transfers to other funds -

Total Other Financing Sources {Uses) 63,950
Excess of Revenues and Other Sources

over (under} Expenditures and
Other Uses $ 63,860 '

! Balance does not reflect closing adjusiments such as accounts receivable,
accounts payable, ele.




STATE OF MICHIGAN
YEAR-TO-DATE STATEMENT OF REVENUES AND EXPENDITURES
MIGHIGAN NATURAL RESOURCES TRUST FUND
OCTOBER 1, 2011 THROUGH DECEMBER 31, 2011
{in thousands}

REVENUES

Taxes $ -
From federal agencies -
From licenses and permits -
Miscellaneous 12,444

Total Revenues 12444
EXPENDITURES
Current:

General government -
Conservation, environment,

recreation, and agriculture 251
Capital outlay 12,483
Total Expenditures 12,734

Excess of Revenues over {under)
Expenditures 290

OTHER FINANCING SOURCES (USES)

Proceeds from bond issues -

Proceeds from sals of capital assets i3
Transfers from other funds -
Transfers to other funds -

Total Other Financing Sources {Uses} 13

Excess of Revenues and Other Sources
over (under) Expenditures and

Other Uses $ @7’

! Balance does not reflect closing adjustments such as accounts receivable,
accounts payable, eic.




REVENUE OVERVIEW
Office of Revenue and Tax Analysis
Michigan Department of Treasury

This Monthly Financial Report fo the Legislature presents the Michigan State government's economic
situation and cash collections for December 2011, representing some November and some December
economic activity in Michigan.

Total General Fund - General Purpose cash collections were $5.7 million (0.7 percent) lower in
December 2011 than in December 2010. The December 2011 School Aid Fund cash collections were
$104.2 million (11.9 percent) lower than in December 2010. December 2011 transportation collections
were $11.4 million (7.8 percent) higher than in December 2010 (see revenue table). December is the
third month of the state’s fiscal year (FY). Year-to-date collection totals generally provide a more
accurate view of collections, since they are less affected by the timing of payments. Year-to-date
General Fund - General Purpose cash collections are up $221.2 million (10.5 percent) from a year ago.
School Aid Fund cash collections are down $99.2 million (2.9 percent) and transportation collections
are up $10.0 million (2.2 percent).

The FY 2011-12 revenue projections presented in the revenue table on page 9 are from the Consensus
Revenue Estimating Conference held on May 16, 2011. The revenue sstimate for net General Fund —
General Purpose revenue for FY 2011-12 is $7,805.8 million and the net School Aid revenue forecast is
$10,645.4 million. The Transporiation Funds revenue forecast is $2,134.4 million. The next regularly
scheduled revenue conference will be held on January 13, 2012,

October through December Collections
FY 2010-11 and FY 2011-12

$3.435 $3.335

Billions of $

$0.455 $0.465

GF-GP Revenue School Aid Revenue Transportation Rev.

Office of Revenue and Tax Analysis BFY 201011 OFY 201112




Millions of $

Billions of $

December Revenue Collections
FY 2010-11 and FY 2011-12

$187

$159 $186

$192

SBTMBT Income Withhelding Sales Lottery Sales

Office of Revenue and Tax Analysis BFY 2010-11 OFY 2011-12

October through December Collections
FY 2010-11 and FY 2011-12

$1.788 $1.817

$1.645 $1:737
$0.563 $0.553
T F F E) 1
SBTMBT Income Withholding Sales Lottery Sales
Office of Revenue and Tax Analysis BFY 201011 [CIFY 201112
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Economic Highlights
(All data seasonally adjusted unless otherwise noted.)

U. S. Economy

Index of Consumer Sentiment
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Sowra: Universily of Michigan, Survey R esaardh Center

The Index of Consumer Sentiment rose in December to 69.9 index-points, 4.5 index-points above the
November value but 4.6 index-points below December 2010. On the increase in confidence, Survey
Director Richard Curtin observed, “Confidence continued to rise in late December, posting its highest
level since June. The gain was concentrated in the Expectations Index, largely due to improved
prospects for the national economy for the year ahead. Nearly all of the data were collected prior to the
Congressional stalemate on extending the payroll tax cut” Curtin noted, “The improvement in
prospects for the economy was large, but still left the overall outlook at low levels. Good economic
times were expected in the year ahead by 29% of all households, up from 1% in November and twice
the 14% recorded in August.” On spending plans for durables, Curlin reported, “Buying plans for
household durables rose to the highest level since May, although they were still well below a year ago.
The recent gain was due to more frequent references to the availability of discounts, which rose to the
highest level since December. Vehicle buying attitudes slipped in December, with fewer consumers
mentioning the availability of price discounts. Income uncertainty was still a limiting factor in both
markets, mentioned by one-quarter for vehicles and by one-third for durables.” [n December,
consumers in all four regions reported an increase in confidence. Western consumers reported the
largest increase in confidence at 15.6 index-points, followed by Midwestern consumers with an
increase in confidence of 5.4 index-points. The gap across regions increased from last month to 9.6
index-points, with Western consumers on top and Northeastern consumers on the bottom.

The revised estimate of real Gross Domestic Product for the third quarter of 2011 is $13,331.6 billion
(chained 2006 dollars), an increase of 1.8 percent at an annual rate. In the second quarter of 2011,
real gross domestic product increased 1.3 percent. The increase in third quarter real GDP was mainly
due to personal consumption expenditures, nonresidential fixed investment, exports, and federal
government spending. Imports, which are a subtraction in calculating GDP, increased. Real personal
consumption expenditures increased 1.7 percent in the third quarter, compared to a 0.7 percent
increase in the second quarter. Real residential fixed investment increased 1.3 percent in the third
quarter compared to an increase of 4.2 percent in the second quarter, Real nonresidential fixed
investment increased 15.7 percent in the third quarter with an increase in equipment and software of
15.6 percent. Real federal government expenditures increased 2.1 percent in the third quarter, the
same as in the second quarter. Real state and local government spending decreased 1.6 percent in
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the third quarter, compared to a decrease of 2.8 percent in the second quarter. Exports of goods and
services increased 4.7 percent in the third quarter, compared to a 3.6 percent increase in the second
quarter. Imports increased 1.2 percent in the third quarter compared to an increase of 1.4 percent in
the second quarter. Private inventory investment decreased $2.0 billion in the third quarter, following a
$39.1 billion increase in the second quarter. Real final sales increased 3.2 percent in the third quarter
compared to an increase of 1.6 percent in the second quarter. On the inflation front, the implicit price
deflator increased 2.6 percent in the third quarter the same increase observed in the second quarter.

U. S. retail prices, as measured by the Consumer Price Index (CPI-U), remained unchanged in
December from November. Energy decreased 1.3 percent in December, up from a 1.6 percent
decrease in November, while the all-items less food and energy component increased 0.1 percent in
December. For the six months since June, the all-items index increased 2.2 percent.

Compared to December 2010, the all-items index increased 3.0 percent. For major component groups,
the unadjusted increases from one year ago were: food and beverages, 4.5 percent; medical care, 3.5
percent; apparel, 4.6 percent; education and communication, 1.7 percent; other goods and services,
1.7 percent; housing, 1.9 percent; transportation, 6.2 percent, with gasoline prices up 9.9 percent; and
recreation, 1.0 percent.

Selected Key Interest Rates
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Short-term Interest rates increased 0.01 percentage point in December as the 3-month Treasury bill
(T-bill) rate was 0.02 percent. Compared to one year ago, the T-bill rate was down 0.13 percentage
point. Long-term interest rates, such as the Aaa corporate bond rate, increased 0.06 percentage point
to an interest yield of 3.93 percent in December. Compared to one year ago, the Aaa bond yield was
down 1.09 percentage points from its year-ago level. The interest rate on High-grade municipal bonds
decreased 0.19 percentage point from the October level to 3.76 percent in December, and was down
0.96 percentage point from its year-ago level. The Federal Open Market Committee (FOMC) kept the
target range for the federal funds rate between 0 and 0.25 percent at the December 13th meeting. The
FOMC stated that, “the Committee also decided today to keep the target range for the federal funds
rate at 0 to % percent and currently anticipates that economic conditions -- including low rates of
resource utilization and a subdued outlook for inflation over the medium run -- are likely to warrant
exceptionally low levels for the federal funds rate at least through mid-2013.” The Committee “will
continue to assess the economic outlook in light of incoming information and is prepared to employ its
tools to promote a stronger economic recovery in a context of price stability.”
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In December, the U. 8. unemployment rate decreased 0.1 percentage point from a month ago to 8.5
percent and was 0.9 percentage points lower than a year ago. Civilian employment totaled 140.8
million persons in December, up 0.2 million from November. The number unemployed was 13.1 million

nationwide.

Unemployment Rates 2007 - 2011
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Soure: BureawofLlaborStatslics and Michigan Depariment of Labor & Economic Growh, Employment Service Agency

In December, the Michigan jobless rate decrsased 0.5 percentage point from 9.8 percent in
November to 9.3 percent. The December unemployment rate is 1.8 percentage points below the year
ago level. In December, the labor force decreased by 12,000 to 4,646,000, while the number of people
employed increased by 13,000 to 4,214,000. In December, there were 431,000 unemployed people.
Monthly unemployment rates fluctuate in part due to statistical sampling errors.

Detroit retail prices, as measured by the Detroit Consumer Price Index (CPI-U), increased 0.3 percent
from October fo December, up from a 0.5 percent decrease from August to October. The all-items less
food and energy index increased 0.7 percent from October to December. The food index increased 0.4
percent from October to December while the energy index decreased 0.4 percent. Compared to
December 2010, the ali-items index increased 3.5 percent. For individual component items, the
increases from one year ago were: food and beverages, 4.5 percent; apparel, 3.6 percent; education
and communication, 1.8 percent; transportation, 5.5 percent; recreation, -2.1 percent; medical care, 3.6
percent; housing, 1.1 percent; and other goods and services, 4.0 percent.
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Motor Vehicle Sector

U. 8. Light Vehicle Sales

Millions
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Soureer. Buresu of Economic Analysis HCars [Lt Trcts

U.S. light vehicle sales {cars + light trucks) decreased 0.6 percent in December compared to
November, seiling at a 13.5 million unit seasonally adjusted annual rate. Domestic car sales decreased
3.9 percent while domestic light truck sales increased 0.5 percent. Imporl car sales increased 0.9
percent while import light truck sales increased 3.1 percent. Compared to last year, light vehicle sales
increased 8.4 percent. Domestic car sales were up 11.1 percent while domestic light truck sales also
increased 11.1 percent. Import car sales were down 1.7 percent while import fruck sales increased 2.6
percent from last year. As a result, the domestic share increased 1.9 percentage points from a year
ago. For fiscal year 2012 year-to-date, domestic light vehicles recorded a 78.2 percent share of a 13.4

million-unit market.

Michigan motor vehicle production decreased to 158,253 units in December from 169,503 units last
month. From a year ago, motor vehicle production increased 54 percent in Michigan and rose 23
percent nationally. In Dacember, Michigan's car production was 65,147 units while the state's truck
production was 93,106 units. Compared with a year ago, car production increased 159 percent in
Michigan and rose 39 percent nationwide. The state's truck production increased 20 percent while
national truck production increased 14 percent from a year ago. Michigan motor vehicle production

data are not seasonally adjusted.

Michigan Motor Vehicle Production
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Source: Office of Revenus and Tax Analysis
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Summary Estimates of the Constitutional Revenue Limit
Based on the May 16, 2011 Consensus Revenue Agreement
(Article IX, Section 26)

(in millions)

Applicable Calendar Year Personal Income
Section 26 Base Ratio
Revenue Limit

Revenue Limit
State Revenue Subject to Limit

Amount Under (Over)} Limit

Sources:

ersonal Income Estimate

Fiscal Year

Fiscal Year

Fiscal Year

2009-10 2010-11 201112

Actual Estimate Estimate
$349,612 $342,302 $351,830
9.49% 9.49% 9.49%
$33,178.2 $32,484.5 $33,388.7
$33,178.2 $32,484.5 $33,388.7
$25,5672.6 $25,581.2 $26,218.9
$7,605.6 $6,903.3 $7,169.8

The FY 2009-10 calculation uses the officlat personal income estimale for calendar year 2008 (Survey of Current Business, Oclober 2008).
The FY 2010-11 calculation uses the official personal income estimale for catendar year 2009 (Survey of Currenl Business, October 2018).

The FY 2011-12 caleulation uses lhe May 16, 2011 Consensus Revenue Agreement,

Revenua Sublec! fo the Limit

The FY 2009-1C calculalion uses the State of Michigan Slalemenl of Revenus Subject lo Ceastitutional Limitation - Legal Basis for the Fiscal Year Ended Seplember 20, 2010.

The FY 2010-11 calculation uses the May 16, 2011 Consensus Revenue Agreement.
The FY 2011-12 calculation uses the May 16, 20+ £ Consensus Revenue Agreament,

Column detail may not add to fotals because of rounding

Prepared By: Office of Revenue and Tax Analysls, Michigan Departmenl of Treasury
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