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STATE OF MICHIGAN
RICK SNYDER EXECUTIVE OFFICE BRIAN CALLEY

GOVERNOR LANSING LT. GOVERNOR

February 17, 2011
My Fellow Michigan Citizens:

As | said in my State of the State address, reinventing Michigan demands that we break
the bad habits of the past and embrace opportunities for our future. State government has
been spending more than it receives for far too long. A gaping budget deficit and serious
problems have been the result. These are problems that cannot be fixed with accounting
gimmicks or a one-time infusion of federal money. These are problems that require the resolve
to make tough decisions.

| have been clear that the months ahead will not be easy. They will involve difficult but
necessary changes to bring Michigan’s budget into structural balance. There will be shared
sacrifice, but through that shared sacrifice, Michigan will emerge as a stronger and more
vibrant state. This budget will lay the foundation for economic growth, job creation and our
robust collective future and quality of life.

The budget | am recommending is submitted in conjunction with a restructuring of
Michigan’s tax system in order to make it more simple, fair and efficient. In order to stimulate
the economy and ensure that the state is open for business, my plan includes the promised
elimination of the Michigan Business Tax, to be replaced with a flat Corporate Income Tax set
at 6 percent. The scheduled reduction in the individual income tax rate from 4.35 percent
remains and will be fixed at 4.25 percent. Michigan is one of only three states in the nation that
exempt most or all of pension income from state income tax. This plan will broaden the base
of taxpayers by including all those earning private and public pensions. In addition, | am
proposing the elimination of many of the other credits for individual income tax.

This budget presents a balanced two-year plan that creates a forward-thinking
approach to keeping the state’s fiscal house in order. And for the first time, state spending will
be tied to measured outcomes through the use of performance metrics. It's a responsible
budget that cuts $1.8 billion and tackles other necessary reductions for a long-term solution to
our problems, while providing a critical safety net for Michigan citizens in need and preserving
core, essential services. It provides the course correction that is needed to help businesses
succeed and create jobs. Simply put, we are done kicking the can down the road.

Adoption of this budget plan by May 31, 2011, will send the message that Michigan is
ready for a new, sound foundation, and it's the necessary budget for job creation and moving
forward together. My administration stands ready to work in partnership with the members of
the Michigan House and Senate to enact the fiscal year 2012 budget.

Sincerely,

Rick Snyder§<7éV

Governor

GEORGE W. ROMNEY BUILDING = P.O. BOX 30013 = LANSING, MICHIGAN 48909
www.michigan.gov
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FOUNDATION FOR MICHIGAN’S
REINVENTION

Fiscal Years 2012 and 2013 Executive Budget Recommendation

Michigan’s reinvention begins in earnest with Governor Rick Snyder’s fiscal years 2012

and 2013 Executive Budget Recommendation, which reflects his bold and decisive plan

to energize Michigan’s lagging economy, protect citizens and preserve critical functions, and
reshape the delivery of public services. Turning the page on the old ways of doing business,
Governor Snyder’s budget recommendation lays the foundation for Michigan’s resurgence with
tax restructuring essential to spurring economic growth and job creation, as well as the difficult,
but necessary actions needed to restore long-term fiscal solvency to the state.

Budget Process Reforms

mong Governor Snyder’s priorities is reforming the budget process, and making state

government more transparent and accountable to the citizens of Michigan. The budget
presented today is a balanced, two-year spending plan with recommended fiscal year 2012
appropriations, as well as anticipated appropriations for fiscal year 2013. This new two-year
approach to budgeting will allow for more long-term strategic planning, and if enacted by May
31, 2011, as requested by Governor Snyder, it will give schools, municipalities and other local
service providers more time to manage their operations.

The two Executive Budget bills presented today for legislative introduction are also “omnibus”
in nature, with one bill including all departmental operations and the other bill comprehensive
to education. The two consolidated bills will allow for greater transparency in government
spending, making appropriations easier to monitor across agencies. In addition, the bills have
been streamlined to allow for greater flexibility in driving program performance.

Measuring Michigan’s Performance
overnor Snyder’s commitment to government transparency and accountability includes

the creation of MiDashboard, available online at www.michigan.gov/midashboard.
MiDashboard establishes clear statewide measures in the areas of economic strength, health and
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education, value for money government,

quality of life and public safety that allow Mi[;ﬁ's,l:‘l;ﬁard
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the citizens of Michigan to easily gauge
the state’s progress across a number of key

performance indicators. @ Top 10 States {_\ Performance improving
Middle 30 States {—» Performance staying about the same
MiDashboard represents an important @ Bottom 10 States IL Pperformance dedlining

step in moving Michigan’s budget process )

toward a new model of managing for
results. The spotlight cast by MiDashboard Prior,__Current._ Rk ijiss
will require that elected officials and state ®
leaders continually evaluate the efficiency Gross Domestic Product (GDP) (271 (52 @
and effectiveness of programs to determine |

if they are delivering the desired results.

Further, it will be an honest representation of |} ﬁ’;:j:;’g‘;t“””“ 2732 2,726
where Michigan stands relative to national T

benchmarks. It will identify strengths, but
also illuminate areas where improvement
is needed.

Unemployment 12.4% 11.7%

Real personal income percapita 528,350 527,558

o R o

Children living in poverty 19% 23%

Additional agency-specific performance measures that compliment MiDashboard are available
for each program area supported in the Governor’s budget recommendation. These measures,
along with an indicator of how performance is trending, are key to the Governor’s focus on
managing for results. The measures presented are transitional, and reflect the initial steps of a
work process that will culminate with the development of detailed balanced scorecards for
each agency.

Michigan’s Economic & Fiscal Challenges

hile reforming the budget

process and. ensuring “We have been spending more than we have in revenue and we
greater accountability are have serious problems. It’s not time to cry about it, it’s not time

important components of to whine about it. It's time to go to work.”
Governor Snyder’s road map

for moving Michigan forward,
the central task at hand is jump-
starting the economy and getting
Michigan’s fiscal house in order.

Governor Rick Snyder speaking at the Business Leaders
for Michigan Leadership Summit on January 31, 2011

The reality facing Michigan is that our state continues to trail the nation in terms of economic
recovery, and although there are positive signs related to the turnaround of the auto industry,
unemployment remains unacceptably high and job growth is lagging. Further compounding
Michigan’s situation, the financial models of our state and local governments are unsustainable.
Service duplication, debt, public employee compensation and unfunded retirement obligations
are impacting the long-term fiscal health of state and local governments. Governor Snyder
believes Michigan and its public institutions must correct course, stop spending money they
don’t have, and implement pragmatic solutions to the economic and fiscal problems that exist.

OVERVIEW
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To address these fundamental issues, Governor Snyder’s Executive Budget Recommendation
tulfills his commitment to create a more competitive business climate by eliminating the
onerous and complex Michigan Business Tax, replacing it with a new tax structure that is
simple, fair and efficient for all taxpayers. Governor Snyder also resolves the structural budget
deficit that has plagued Michigan for the last decade.

The Governor’s budget recommendation includes difficult spending cuts, changes in service
delivery, and the shared sacrifice of many, including public employees. It challenges schools
and local governments to tackle necessary reforms. It constrains spending, stops the one-time
tixes, and puts Michigan back on a path to long-term fiscal stability.

In short, this budget represents Governor Snyder’s Foundation for Michigan’s Reinvention: a
bold plan requiring decisive action with a commitment to providing measurable results for the
citizens of Michigan.

State Revenue Forecasting and Spending Limits

tate law requires two revenue estimating conferences each year, typically held in mid-
January and mid-May, corresponding to key points in the annual budget development and
legislative appropriations process. The January conference provides the revenue estimates
for the Governor’s budget recommendation presented in February, while the May conference
updates the revenue estimates prior to conclusion of legislative deliberations and the enactment
of appropriations.

Conferees include the State Treasurer and the directors of the Senate and House fiscal agencies.
The conferees agree on baseline revenue estimates for the current year, and the upcoming fiscal
year for both the general fund and School Aid Fund. For fiscal year 2012, the conferees project
combined general fund and School Aid Fund revenues totaling $18.5 billion, an increase of $281
million or 1.5 percent from fiscal year 2011.

Revenues supporting the

anticipated appropriations for State Revenues are $8 Billion Below the
fiscal year 2013 were not a part Constitutional Revenue Limit

of the formal consensus process,

and were instead developed by $0.0 502 Billions

the State Treasurer. Combined = LA D T 7T TT TT TT TT T

general fund and School Aid Fund 806 24 U U U U H H U

revenues for fiscal year 2013 are ' 39542544542, 0 0 g4

estimated to total $18.6 billion. 995,334 -
Baseline revenue growth from $8.0 0o -58.088.1
fiscal year 2012 to 2013 is $503

million or 2.8 percent, however, it @% Cul q,%@ .\,@\ @& f\,@ﬂ’ f\,@b‘ r\,QQ% @“b ’&é\ ,§° f\,@q @*Q @\\ @0 @0

is offset by $410 million in enacted
tax expenditure commitments.

January 2011Consensus; Administration (2013)
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Michigan’s constitution includes a provision that limits revenue growth from year to year. This
constitutional limitation - commonly known as the Headlee amendment - has been in place
since 1978. The Headlee amendment limits annual growth in state revenues to a level that
cannot exceed the year-to-year growth in personal income. This limit is intended to ensure

that the state’s overall revenues, both tax and non-tax, do not grow faster than the incomes of

Michigan’s citizens.

It is anticipated that state revenues will be $8 billion below the constitutional revenue limit
in fiscal year 2012, and $8.1 billion below in fiscal year 2013. Both estimates include the
Governor’s tax restructuring proposal.

Fiscal Year 2011: Michigan’s Current Year Budget

iscal year 2011 represents the last year in which federal stimulus revenues provided through

the American Recovery and Reinvestment Act are available. General fund spending in the
current year has been offset by these temporary revenues, and without them the fiscal year 2011
general fund spending would have been $900 million higher.

At present, both the general fund and the School Aid Fund in fiscal year 2011 are balanced, and
no action is needed at this time to reduce the current year spending plan. However, potential
risks related to federal Medicaid disallowances and caseload growth, unemployment insurance
loan interest payments and other spending pressures are being closely monitored. Should
revenues and expenditures warrant budgetary action in the current year, adjustments will be
recommended to revise the spending plan.

Fiscal Years 2012 and 2013 Executive Recommendation

The Consensus Revenue
Estimating Conference

held in January projected
revenues will be $7.3 billion
in the general fund and
$11.2 billion in the School
Aid Fund for fiscal year
2012, reflecting a combined
total of $18.5 billion. Due to
the end of federal recovery
assistance, Medicaid and
Family Independence
Program caseload growth
and other unavoidable
spending pressures, the
fiscal year 2012 budget
begins with a general fund
budget gap of $1.4 billion.

Fiscal Year 2012 Projected Budget Gap

($ in millions)

Consensus Revenue Estimate
Non-Tax Revenue Adjustments
Federal Aid to Schools

Total Available Revenue

FY 11 Current Law Spending

Baseline Spending Adjustments:
Replace FY 2011 One-Time Federal Stimulus Dollars
Community Health and Human Services Caseload
Employee Economics
Retiree Health Insurance Costs
Debt Service
Other Cost Adjustments

Total Baseline Spending Estimate

Projected Funding Gap

School Aid
GFIGP Fund Combined
$7,294 $11,194 $18,488
$903 $11 $914
$0 $1,653 $1,653
$8,197 $12,858 $21,055
$8,302 $13,134 $21,436
$900 $0 $900
$193 $0 $193
$88 $0 $88
$17 $0 $17
$98 $0 $98
$11 ($422) ($411)
$9,609 $12,712 $22,321
($1,412) $146 ($1,266)
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In fiscal year 2013, projected

revenues are $7.1 billion in “Reinventing Michigan demands that we break the bad habits of the
tlr}e .gen.eral fund and $11-5 past and embrace opportunities for our future....working together, we
billion in the School Aid Fund, = wil] chart a new course and measure our progress. At the end of the
for a combined total of $18.6 day, we will be a stronger, more vibrant state.”

billion. Assuming enactment
of the Governor’s fiscal year — Ggyernor Rick Snyder, State of the State Address,
2012 plan, the fiscal year 2013 January 19, 2011

budget is balanced with a ’
modest surplus remaining.

Governor Snyder’s budget recommendation confronts Michigan’s underlying economic and
fiscal issues in a decisive manner. First, the Governor’s plan will restructure business taxes to
grow the economy and create jobs by making Michigan a more competitive state for business.
Most businesses in Michigan will experience a net tax reduction as a result of the Governor’s
plan. His plan further recommends additional tax restructuring to leverage this new economy
and improve the quality of life in our state for all citizens.

Second, the Governor’s recommendation resolves the state’s structural budget deficit, and
challenges the Legislature to quickly move forward with adoption of the budget to avoid
delays in implementing cuts and reforms that will produce long-term savings.

Declaring Michigan “Open for Business”

he centerpiece of Governor Snyder’s plan to stimulate the economy and create jobs is to

eliminate the Michigan Business Tax and replace it with a flat Corporate Income Tax.
Michigan’s reputation as a state that is open and friendly to business has been tarnished by the
Michigan Business Tax, which has stymied growth and hampered our state’s ability to rebound
from the prolonged recession.

Corporate Income Tax

Michigan’s business taxes have traditionally been very complex, including an intricate web
of incentives, credits and deductions that unfairly favor some businesses or industries
over others. Governor Snyder believes this complicated tax structure hurts Michigan
businesses and constrains job growth. He proposes a simple, fair and efficient Corporate
Income Tax that will even the playing field and enable all businesses and industries, large and
small, to grow and create jobs.

Under the Governor’s proposal, generally only those business entities that issue public or
private stock, known as “C” corporations for federal tax purposes, would be subject to the
proposed 6 percent tax. Other businesses, such as partnerships, sole-proprietorships, limited
liability companies and “S” corporations that are not classified as “C” corporations for federal
tax purposes would be exempt, resulting in significant tax relief for these companies enabling
them to invest and expand. It is estimated over 95,000 companies will no longer have to file a
state business tax return, ending a practice of double-taxation for those companies that already
pay tax on business profits under the individual income tax.

OVERVIEW
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The Corporate Income Tax will Current Tax Expenditure Commitments

also eliminate the practice of (dollars in millions)
picking winners and losers via
the old system of tax credits and Enacted Credits:* FY12 FY13 FY14 FY15

deductions. Michigan is projected

to forego almost $2 billion in MEGA -, $111 $116 $245 $296
revenue for these tax preferences Battery $40 $293 $317 $274
eV P Brownfield $50 $50 $40 $32
in fiscal year 2013, which represent| £, $75 $25 $5 $0
spending done through the tax Other *** $17 $16 $16 $16
code and not the more transparent

appropriations process. Under Total $293 $500 $623 $618

the Corporate Income Tax,

business credits for brownfield , . L _

_— Estimates of when awarded certified credits will be claimed.
re-develf)pment, the Mlch{gan ** Includes battery, photovoltiac and polycrystalline credits.
Economic Growth Authority, Next | s« nciudes renaissance zone, historic preservation, farmland
Energy, advanced battery, film, preservation, workers disability, and anchor credits.
renaissance zones and others are
eliminated. Governor Snyder’s
plan honors the existing commitments made to businesses through signed agreements under
the old tax structure, which total $500 million in fiscal year 2013, and it stops the practice of
appropriating money through the tax system moving forward. Instead, economic development
incentives will be awarded through the appropriations process and reviewed for effectiveness.

*

In keeping with this philosophy,

the Governor recommends direct
appropriation of general fund
revenues for investment in critical
business and economic incentives,
including $25 million for business
retention activities and $25 million
for film incentives. This funding will
augment the $75 million in the 21st
Century Jobs Fund and provide the
Michigan Economic Development
Corporation with important tools

to attract, retain and grow existing
businesses and encourage economic development in Michigan. The budget also includes $5
million general fund for an innovative Quality of Place partnership that will provide matching
funds in support of art and cultural initiatives in local communities.

“As difficult as it will be in these tough economic times,
Michiganders must join the governor in thinking about
the long-term consequences of the next budget, not just
dodging as much pain as possible in the short-term.
And everyone, including taxpayers, should be prepared
to pitch in.”

Detroit Free Press editorial, February 2, 2011

The elimination of the Michigan Business Tax and the shift to a 6 percent Corporate Income Tax
will result in a net loss of revenue to the state of nearly $1.8 billion on a full-year basis. To offset
the impact of this tax restructuring on the state budget, Governor Snyder proposes additional
tax changes that will further streamline the tax code and make the shift to the Corporate Income
Tax essentially revenue neutral beginning in fiscal year 2013.

OVERVIEW
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Other Tax Changes Necessary to Leverage Economic Growth

Governor Snyder supports a tax code that is simple, fair and efficient for individual
taxpayers, as well as businesses. Along with a flat Corporate Income Tax, the
Governor proposes that the individual income tax rate be reduced on October 1, 2011,
from 4.35 to 4.25 percent, as currently planned.

Further, Governor Snyder believes all taxpayers should pay the same rate regardless of their
source of income. In conjunction with the reduced rate, the Governor recommends broadening
the base to which the individual income tax is applied in order to capture all individual income
in the state regardless of source. This more equitable application will ensure that all income is
taxed at the same 4.25 percent rate.

Consistent with his simple, fair approach to the Corporate Income Tax, the Governor also
recommends that all credits and deductions related to the individual income tax, with the
exception of the personal exemption, the exemption for individuals with disabilities, special
provisions dealing with military personnel and veterans, the homestead property tax credit
and a few other subtractions, be eliminated. These changes are designed to provide equitable

treatment for taxpayers.

The personal exemption will be retained, but phased-out for income in excess of $75,000 for
single filers, and $150,000 for joint filers. Similarly, the homestead property tax credit will be
retained, but the phase-out range is lowered to $61,000 to $70,000. The homestead property tax
credit will also now equal 80 percent of the difference between property taxes and 3.5 percent of

income for most homeowners.

Significantly impacted by these tax changes will be those with private and public pension
income. Michigan is one of only three states in the nation that exempt most or all of pension

income from state income tax.
Given our state’s declining
population and growing senior
demographic, Governor Snyder
believes Michigan can no longer
afford to exempt any segment of
the population from supporting
an equitable share of public
services. Under the tax plan
pension income will be taxed,
but social security benefits will
continue to be exempt from state
income tax.

20%

Percent of Total Population

14%

13%

12%

Michigan's Senior Population Projected to Increase
From 12.8% to 19.5% Over Next 20 Years

19%
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_—

18%
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17%
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16%

/

15%

/
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—
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Source: U.S. Census Bureau, Interim Projections of Population by State and Age, 2004-2030 (released April,
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The projected net revenue impact

of these individual income tax Tax Restructuring Plan

. [ dollars in millions
changes is $1.7 billion on a full- ( )
year basis. With an effective date Revenue Adjustments: FY 2012 FY 2013
Qf January 1, 2012, thg total net Current Law:
impact of both the shift to the Michigan Business Tax (MBT) $2,170.0 $2,024.4
Corporate Income Tax and the
. = K . Proposed Reforms:
individual income tax changes is a MBT (Repealed 12/31/11) $900.2 $0.0
$254 million reduction in fiscal year Corporation Income Tax (Effective 1/1/12) $460.1 $748.8

. . . . Financial Institutions Tax $27.7 $43.9
2012, which is offset in fiscal year Certified Credits Already Awarded ($293.0) ($500.0)
2013. In addition, a fee and tax Net Business Tax Revenue After Credits $1,095.0 $292.7
reform reserve fund will be created Individual Income Tax Changes $820.9 $1,863.8
to capture revenue generated from Reserved for Future Tax Cuts ($100.0)
freeZIHg the personal H}CO'Ine t’aX Net Impact: Proposed Tax Changes $1,915.9 $2,056.5
rate at 4.25 percent. Michigan’s

Net Change from Current Law ($254.1) $32.1

personal income tax rate is already
very CompetitiVe. Revenues in Prepared By: Office of Revenue and Tax Analysis, Michigan Department of Treasury
the reserve fund will be used to

provide additional ongoing tax
relief in areas where the state is
currently uncompetitive.

These tax changes represent the shared sacrifice needed to move Michigan forward. Jump-
starting the Michigan economy requires all citizens to play a role in the reinvention. With a

$1.4 billion general fund shortfall in fiscal year 2012, Governor Snyder’s tax restructuring plan
does not add to the existing problem. Instead, the Governor’s plan is revenue neutral beginning
in fiscal year 2013, and carefully balances the necessary tax adjustments with the equally
challenging task of eliminating the state’s structural budget deficit.

Restoring Michigan’s Fiscal House to Order

overnor Snyder’s budget recommendation eliminates the projected $1.4 billion general

fund funding gap in fiscal year 2012, with $1.5 billion in spending reductions and structural
reforms. Further, the savings generated in fiscal year 2012 are carried forward on an ongoing
basis to effectively provide solutions for both fiscal years.

In fiscal year 2012, the $1.5 billion in
combined solutions includes $1.2 billion
in permanent spending reductions, $324
million in structural reforms, and $10
million in investments that encourage
economic activity and produce long-
term savings. Fiscal year 2012 also
recognizes a shift in education costs of

$896 million from the general fund to
the School Aid Fund.

“The time has come for Michigan's leaders to look at
all of the state’s earmarked revenues and rethink them
as they set new budget priorities. Everything must
be on the table and nothing, including the School Aid
Fund, should be untouchable.”

The Detroit News editorial, January 17, 2011
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Education: Early Childhood Through Higher Education

he Governor’s budget recommends the creation of a new State Education Funding Act that

utilizes School Aid Fund revenue as well as available general fund dollars to support the
state’s education system at all levels from early childhood to higher education. The Executive
Budget for education totals $13.8 billion, including $12.2 billion in funding for K-12 school
districts, $1.4 billion for higher education and $296 million for community colleges. Nearly 53
percent of state resources in the Governor’s budget are devoted to education.

A mix of state funds supports all three components of Michigan’s education system in
Governor Snyder’s budget recommendation. State funds of $10.5 billion ($413 million general
fund) support the K-12 school districts. Community colleges are supported by a mix of $100
million in general fund and $196 million from the School Aid Fund. Higher education state
funds total nearly $1.3 billion, of which $564 million is general fund and $700 million is from
the School Aid Fund.

Nearly $8.8 billion is provided for K-12 basic school operations - $8.7 billion for per pupil
foundation allowance payments and $62.1 million for intermediate school district operations.
In order to live within available state funds, foundation allowances have been reduced 4.1
percent, or $300 per pupil in addition to the currently budgeted $170 per pupil reduction, for a
savings of $452.5 million. Intermediate school district operations have been reduced by

5 percent.

Early childhood education programs, serving 28,000 children, are maintained at nearly $110
million. Special education is funded at $1.4 billion, including $975 million of state funds. Other
major core academic programs maintained in the Governor’s budget total $1.2 billion, including
$309 million state funding for academically at-risk students, $36 million for career and
vocational education, and $22 million for adult education. Categorical programs and district-
specific funding of $85.6 million are eliminated.

Funding for community colleges is maintained at the fiscal year 2011 level of $296 million.
Community college enrollment continues to climb to over 480,000, while local revenues have
dropped due to lower taxable values.

Recognizing Michigan’s economic realities, university operations funding is reduced by 15
percent or $222 million to $1.2 billion. To protect students, Governor Snyder sets aside $83
million to reward those universities that contain tuition and fee increases below the historical
tive-year annual system average. In addition, the Governor maintains student financial

aid funding at $51.5 million for needy students, but merges existing programs into a single
Pathway to Higher Education program to streamline administration.

Governor Snyder challenges Michigan’s public universities and local school districts to
implement reforms that will keep tuition in check and restrain spending. The Governor
encourages public universities and local school districts to institute best practices, including
competitively bidding non-instructional services, and collaborations with other institutions or
service providers. At the local district level, studies indicate that just a 10 percent savings in
non-instructional services would yield $300 million savings statewide.

OVERVIEW
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For fiscal year 2013, the Governor sets aside $300 million from discretionary funding and, at
a minimum, makes it available to eligible school districts whose employees” share of health
insurance costs is comparable to that of state employees. Program details will be included in
Governor Snyder’s April 2011 special message on education reform.

Revenue Sharing: Incentive-Based Reforms

he Governor’s budget recommendation increases constitutional revenue sharing payments
to cities, villages and townships by $25.5 million or 4 percent in fiscal year 2012, based on
estimated sales tax collections.

The Governor’s budget also eliminates statutory revenue sharing payments for cities, villages
and townships in fiscal year 2012, leading to a net savings of $92.1 million. This reduction will
impact 509 local units of government; currently, less than 30 percent of all local units receive
statutory revenue sharing payments.

To encourage necessary reforms, the Governor’s budget includes $200 million for a new
incentive-based revenue sharing program available to cities, villages and townships that
meet specific standards and adopt best practices. Program components will be provided in
Governor Snyder’s March 2011 special message on government reform.

State revenue sharing payments to counties are reduced by $51.8 million in fiscal year 2012.
Michigan’s Families: Health Care and Human Services

hrough its partnership with the federal government, Michigan’s Medicaid program
provides basic physical and mental health services to low-income citizens, seniors,
and people with disabilities. Governor Snyder’s Medicaid budget is funded at $12 billion,
reflecting the institution of a new 1 percent health care insurance claims assessment on all paid
health care insurance claims.

In anticipation of federal action
that will require the phase-out
of the current 6 percent tax on

Medicaid Caseload is Projected to Grow Over 31% From
FY2006 to FY2013, Reaching Nearly 2 Million Citizens

2,000,000

health maintenance organizations,

the Governor recommends a 000,000 /

broad-based claims assessment. /
1,800,000

By broadening the base to all /
insurance claims, the rate can be 700000
reduced to 1 percent and generate /

the same amount of revenues. 11600000 //
Governor Snyder supports this 500000

~—
continued investment in our

health care system even in the
face of difficult budget cuts, as Fiscatvear
it will keep over $780 million
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of federal dollars flowing to maintain existing Medicaid reimbursement rates to Michigan’s
health care providers, including hospitals, health maintenance organizations, nursing homes
and physicians. Medicaid eligibility is maintained and provider reimbursement rates are
supported without reductions.

To better provide more efficient medical care to seniors and people with disabilities,
individuals eligible for both Medicare and Medicaid will be integrated into a managed care
service delivery model. This change in providing medical services will save $10 million
general fund. The Governor’s budget also proposes efficiencies in the adult home help
program that will save $6 million general fund, while maintaining basic services that assist
seniors and people with disabilities living at home.

Additional budget reductions in the Department of Community Health totaling $41.5 million
general fund include reduced graduate medical education payments, as well as reductions in
other department programs, and savings from adding behavioral health medications to the
preferred drug list.

While Governor Snyder’s budget supports continued investment in health care, it also
recognizes that with our limited resources, public assistance must be a bridge to family
independence. The Governor’s budget includes a lifetime limit of 48 months with exemptions
for incapacity and hardship, for families receiving cash assistance through the Department of
Human Services” Family Independence Program, saving $77.4 million ($65 million

general fund).

The Governor’s budget reduces the hourly rates paid by the Department of Human Services
to unlicensed aides and relatives in the child day care program saving $13.9 million, while
continuing to provide assistance with child care expenses for low-income families.

The recommendation also provides for the closure of the Shawono Center in Grayling and a 20-
bed reduction in capacity at the Maxey Training School in Whitmore Lake, both detention and
treatment facilities for male youth operated by the Department of Human Services, resulting

in $787,000 in general fund savings. Other reductions in the Department of Human Services
include the elimination of 300 field worker positions, before-and after-school programs, and
other programmatic savings totaling $26.1 million general fund.

Other Service Delivery Transformations and Spending Reductions

Part of addressing the structural deficit involves recognizing that state government can

no longer continue with business as usual. Governor Snyder’s budget recommendation
includes innovative new public-private partnerships, and acknowledges that some services can
no longer be sustained or continued in the same manner with the limited resources available.
Key spending reductions include:

. Ongoing declines in the prison population will allow for the closure of one facility late
in fiscal year 2011, providing full-year savings of $18.9 million general fund. Other
administrative efficiencies, supply chain transformations, elimination of the public
works program, and competitive bidding of food service and prison stores in the

Department of Corrections will save $32.3 million general fund.
OVERVIEW
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Field services restructuring in the Michigan State Police will reduce the number of
posts saving $3.2 million general fund. The dual mission of the department will remain
highway patrol and 9-1-1 response to criminal complaints. Other reductions, including
consolidation of regional dispatch centers and an increase in fingerprint revenues, will
provide savings of $17.5 million general fund.

The budget recommends that resident care aide services provided at the Grand
Rapids Veterans” Home be competitively bid, saving $4.2 million general fund in the
Department of Military and Veterans Affairs.

The Senior Citizens Cooperative Housing Tax Exemption program is reduced by $2.5
million general fund to reflect actual spending levels in the Department of Treasury,
and additional efficiencies provide total savings of $4 million general fund.

A series of revenue adjustments and administrative efficiencies in the Department of
Environmental Quality seek to make these programs self-supporting relative to the cost
of regulation, and facilitate the saving of $3.8 million general fund.

Administrative efficiencies and contract reductions in the Department of Technology,
Management and Budget provide savings of $3.8 million general fund.

Payment in lieu of taxes (PILT) payments in the Department of Treasury and in the
School Aid budget, and fire protection grants in the Department of Energy, Labor and
Economic Growth are reduced by 15 percent reflecting declining property valuations,
saving a total of $3.7 million.

The dairy farm inspection program is eliminated in the Department of Agriculture and
Rural Development budget, saving $600,000 general fund. Inspection responsibility
will be turned over to industry field representatives certified by the department. Other
reductions and regulatory support measures in the department provide additional
savings of $2.4 million general fund.

Shifting support for the Mackinac Island State Park Commission to restricted funds
in the Department of Natural Resources will save $1.6 million general fund. The
department’s recommended budget also saves an additional $838,100 general fund
through other program and administrative reductions.

Along with administrative efficiencies in the Department of Energy, Labor and
Economic Growth, the budget eliminates the Worker’s Compensation Appellate
Commission, saving a total of $2.3 million general fund.

The budget eliminates several state educational reform activities implemented in
conjunction with Michigan’s unsuccessful Race to the Top application, saving $1.9
million general fund. State aid to libraries in the Department of Education budget
is also reduced by $2.3 million general fund, with $950,000 directed to the Michigan
eLibrary, resulting in net general fund savings of $1.4 million.

Foundation for Michigan’s Reinvention



. The Department of State budget saves $2.1 million general fund by continuing the
integration and expansion of self-service options.

. Elimination of six trial court judgeships in the Judiciary budget saves $942,100
general fund consistent with anticipated caseload reductions.

State Employee Concessions and Structural Reforms

hile the number of state employees has declined by 12,900 or 21 percent over the

last decade, total employee compensation has increased by 38 percent. These costs
are increasing at an unsustainable pace, and are a result of employee and retiree benefits
that are considered out-of-step with the private sector. In addition, a number of work
rules or negotiated issues that present unique challenges and add substantial costs for the
operation of 24-hour institutions must be further examined. Governor Snyder’s budget
includes savings of $180 million general fund for employee concessions to be negotiated
with represented employee organizations. These concessions reflect the necessary, long-
term reforms needed to bring state employee compensation in-line with current
fiscal realities.

One of the most significant drivers of long-term employee compensation costs are post-
employment benefits provided to state retirees, principally for health care. Unlike
pension obligations, which are actuarially determined and pre-funded, the state pays for
retiree health care on a current or cash basis. At the close of fiscal year 2010, the long-
term liability of this benefit totaled $14.5 billion. The Governor’s budget includes $200
million general fund to begin to address this growing fiscal obligation to actuarially fund
the required contribution, setting an example for Michigan’s local units of government
to likewise confront this liability. In addition, the Governor is recommending statutory
changes to reduce the state’s long-term post retirement exposure.

Governor Snyder’s budget also includes an investment of $5 million in the Department of
Technology, Management and Budget to incentivize state agency reforms through a new
Information Technology Innovations Fund. This fund will be used to competitively select
and invest in high-priority, low-cost state agency innovation projects that demonstrate
significant return on investment.

Protecting Citizens and Preserving Critical Services

hile significant reductions are needed to restore fiscal solvency, the Governor’s

budget recommendation carefully prioritizes remaining resources to protect
citizens and preserve critical services. The Governor’s budget provides total
spending of $46 billion, balancing the needs of our citizens while meeting Michigan’s
long-term obligations.

OVERVIEW
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Other key spending recommended in the Governor’s budget:

. $13.8 billion for education in K-12 schools, universities and community colleges,
providing the essential foundation for Michigan’s workers of tomorrow;

. $12 billion supporting health care for nearly two million adults and children,
representing one in five

Michigan residents;
Over 75% of Total FY 2012 Spending Devoted to
° $3.6 billion in Food Health, Human Services and Education
Assistance Program Public Safety
benefits for over two o
million Michigan residents;

Health and Human
Services

. $2.9 billion for road and 46% S

bridge construction and

maintenance and public

transportation programs - Covermment Services

supporting the movement Qually of Lite 5%

of people and goods;

Eoonomie Srendih Total Spending: $45.9 billion

. $1.8 billion to maintain

public safety by managing the custody and care for 44,000 prisoners and
supervision of 80,000 felony probationers and parolees;

. $670 million for workforce training and development programs;

. $659 million for constitutional revenue sharing payments to local units of
government;

. $340 million for regulatory and consumer protection;

. $250 million for state parks, recreation and natural resource stewardship
programs;

. $245 million for environmental protection, pollution prevention and response
programs;

. $75 million for the 21st Century Jobs Fund to promote economic development;

. $30 million for the protection of Michigan’s food supplies ranging from inspections

to detecting and preventing disease in our livestock.

OVERVIEW
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Conclusion

he challenge that this budget presents cannot be understated. It seeks to invigorate

Michigan’s economy with a bold plan to spur growth and job creation. It proposes
a new tax structure that is simple, fair and efficient, and asks all of our citizens to help
leverage our state’s economic revitalization through shared sacrifice. It recommends
difficult spending reductions. It demands that we think about our public institutions
and government services in new and alternative ways. It challenges schools and local
governments to enact necessary reforms, and it requires additional concessions of our
public employees.

While the task at hand may be difficult, Governor Snyder believes we can no longer push
our budget problems to the future. In order to turn the page on the past decade and

start anew with relentless positive action, our leaders must have the courage to tackle
our state’s economic and fiscal problems, and do so in a timely and pragmatic manner.
The two-year budget presented by Governor Snyder provides the long-term fiscal
solvency needed, and it positions Michigan to again be a leader in economic growth and
job creation. Adoption of this budget plan by May 31, 2011, will send a strong message
to businesses looking to invest, and citizens of this great state, that this is the right
foundation for Michigan’s reinvention.

OVERVIEW
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Department of Agriculture and Rural Development

he Department of Agriculture and Rural Development provides services to the Michigan

food and agriculture community through a variety of food safety, environmental protection,
and animal and plant health programs. The Governor’s proposed budget for fiscal year 2012
recommends total funding of $71.5 million, of which $27.1 million is general fund. The fiscal year 2013
recommendation includes $72.9 million total funding of which $27.7 million is general fund.

Funding Protects Public Health and the Environment

Capital Outlay
Horse Racing 3%
4%

Food Safety and Health
Assurance

Administration 43%

8%

Rural and Economic
Development
15%

Total: $71.5 million
Environmental Protection
27%

Highlights of Governor’s Budget Recommendation

. Funding for core programs of the department is maintained including food safety and
consumer protection programs as well as plant and animal health, welfare, and
disease response.

. The Governor recommends transferring the dairy farm milk safety inspection program to
dairy industry field representatives who are certified by the department to conduct dairy
farm inspections, realizing a savings to the general fund of $600,000.

. By inspecting nursery stock for out-of-state or foreign sale only, the department will
recognize $500,000 of general fund savings. Inspections of all intra-state products will
become the responsibility of the industry.

. Due to continued success in managing Bovine Tuberculosis, savings of $332,000 can be
achieved without jeopardizing Michigan’s program.

: By focusing on surveillance activities related to food and animal feed safety alone, the
department will recognize a savings to the general fund of $250,000. The department will
no longer collect and analyze animal feed samples for nutrient content.

. Inspections of animal shelters will be eliminated, saving $100,000 general fund.

. The Governor proposes to increase the annual grain dealer fee which will fully fund the
producer security program, saving $300,000 general fund.

. The Governor recommends amending the Drain Code by reducing the responsibilities of
the Department of Agriculture and Rural Development and creating a voluntary assessment
for each Intercounty Drainage District that chooses to access state services. These changes

will save $432'300 general fund. AGRICULTURE AND RURAL DEVELOPMENT
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Department of Agriculture and Rural Development

Transitional Performance Measures

Metric . Most Recent
Metric Trend
No. Measure
Food Safety and Health Assurance
1 Routine scheduled food establishment inspections completed. 73% @
2 Milk safety inspections meeting national enforcement standards. 100% <::>
3 Percentage of counties that are officially Bovine TB free. 18% —
Environmental Protection
1 Qecrgase the percentage of repeat offenders of pesticide 6% T
violations.
2 Pounds of pesticide collected and disposed of properly. 107,000 i
3 Farm systems verified as environmentally sound. 86% T
Rural and Economic Development
1 Licensed grain dealers audited within 18 month period. 100% —
2 Inspected weights & measures devices in compliance with the 949
National Institute of Standards and Technology. °
3 Farmland Development Rights Agreements renewed. 80% i)

1

2

3

T
(:Z> = Performance stable
4

= Effectiveness Measure
= Efficiency Measure
= Quality Measure

= Performance improving; moving in desired direction

= Performance declining; moving away from goal

AGRICULTURE AND RURAL DEVELOPMENT
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Governor's Recommendation
Department of Agriculture and Rural Development
($ in Thousands)
FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/GP All Funds GF/GP All Funds
$30,297.1 $76,448.3 $27,102.7 $71,469.3 $27,715.1 $72,865.5
% Change from
Previous Year -10.5% -6.5% 2.3% 2.0%
Programs
Food Safety and Health Assurance $18,573.2 $30,831.4 $18,573.2 $30,831.4
Environmental Protection $3,916.3 $19,340.8 $3,916.3 $19,340.8
Rural and Economic Development $371.8 $10,432.8 $371.8 $10,432.8
Administration $4,241.4 $5,442.4 $4,853.8 $6,838.6
Horse Racing $0.0 $3,121.9 $0.0 $3,121.9
Capital Outlay $0.0 $2,300.0 $0.0 $2,300.0
Total Recommendation $27,102.7 $71,469.3 $27,715.1 $72,865.5

Fiscal Years 2012 and 2013 Executive Budget Recommendation
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Attorney General

he Attorney General serves as the State of Michigan’s chief law enforcement officer and

upholds and preserves the state’s legal interests. The Attorney General provides legal advice
and representation to state officials and agencies and, when warranted, initiates legal action on
behalf of the residents of Michigan. The Attorney General also receives and investigates consumer
complaints and enforces child support orders. The Governor’s proposed budget for fiscal year 2012
recommends total funding of $74.3 million, of which $28.1 million is general fund. The Governor’s
proposed budget for fiscal year 2013 recommends total funding of $76.3 million, of which $28.8 million is
general fund.

Highlights of Governor’s Budget Recommendation

. The Executive Recommendation provides $72.4 million for Attorney General Operations,
which funds 250 attorneys who provide a wide array of legal services including
representation of state officials and agencies, child abuse and neglect, health care fraud,
consumer protection, and litigation on behalf of the state.

. Nearly $1.9 million is recommended for the Prosecuting Attorneys Coordinating Council,
an autonomous agency that provides training, automation support, and legal research for
local prosecutors throughout the state.

ATTORNEY GENERAL
Fiscal Years 2012 and 2013 Executive Budget Recommendation B-5



Department of Attorney General
Transitional Performance Measures

Metric .
No Metric Most Recent Measure| Trend
Attorney General Operations
1 Increase lawsuit awards payable and secured savings on 7% i
behalf of the State. °
2 Increase lawsuit awards per $1 of appropriation. $79 T
Prosecuting Attorneys Coordinating Council
Operate a Prosecution Case Management System (PCMS) on =
1 behalf of county prosecutors, courts, and state agencies, 79 counties
accessible 24/7.
Collective savings annually to prosecutors resulting from the 1
2 PCMS as compared to each prosecutor maintaining an $1,851,000
individually licensed system.
3 Surveyed prosecutors highly value the PCMS. 99% —

Effectiveness Measure

-
1

2 = Efficiency Measure

3 = Quality Measure
‘D = Performance improving; moving in desired direction
{— = Peformance stable
Il = Performance declining; moving away from goal

ATTORNEY GENERAL
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Governor's Recommendation
Department of Attorney General

($ in Thousands)

Fiscal Years 2012 and 2013 Executive Budget Recommendation

FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/GP All Funds GF/GP All Funds
$28,559.4 $73,413.1 $28,117.6 $74,340.9 $28,828.1 $76,321.2
% Change from
Previous Year -1.5% 1.3% 2.5% 2.7%
Programs
Attorney General Operations $26,849.8 $72,459.1 $27,560.3 $74,439.4
Prosecuting Attorneys Coordinating Council $1,267.8 $1,881.8 $1,267.8 $1,881.8
Total Recommendation $28,117.6 $74,340.9 $28,828.1 $76,321.2
ATTORNEY GENERAL
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Department of Civil Rights

he Department of Civil Rights resolves and investigates discrimination complaints and works

to prevent discrimination through educational programs that promote voluntary compliance
with civil rights laws. The department administers programs for complaint investigation,
outreach and education, mediation, partnerships, crisis intervention, contract compliance, the
Michigan Women’s Commission and federal contracts. The Governor’s proposed budget for fiscal
year 2012 recommends total funding of $12.1 million, of which $9.8 million is general fund. For fiscal
year 2013, the Governor recommends total funding for the department of $12.4 million, of which $10.1 is
general fund.

Increased Focus on Housing-Related
Cases Brings in More Federal Money

Federal Funds
18%

GF/GP
81%
State Restricted
Funds
1%
Total: $12.1 million
Highlights of Governor’s Budget Recommendation
. The Governor recommends an increased focus on housing discrimination cases allowing
the state to capture $463,200 in additional federal funds.
. Given the ongoing constraints of the state’s revenue, additional savings of $570,000 general

fund have been identified to make the department more cost effective and efficient.

CIVIL RIGHTS
Fiscal Years 2012 and 2013 Executive Budget Recommendation B-9



Department of Civil Rights
Transitional Performance Measures

Metric
No.

Metric

Most Recent
Measure

Trend

Civil Rights Operations

Average monthly number of discrimination cases completed per
investigator.

Close mediation cases in an average of 4 weeks.

9 weeks

Create a statewide civil rights collaborative, including 5 new joint
efforts or partnerships and 5 new work-sharing agreements.

N/A

CIVIL RIGHTS
B-10
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3
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Effectiveness Measure
Efficiency Measure

Quality Measure

= Performance improving; moving in desired direction
Peformance stable

Performance declining; moving away from goal
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Governor's Recommendation
Department of Civil Rights
($ in Thousands)
FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/GP All Funds GF/GP All Funds
$10,975.7 $12,778.7 $9,827.2 $12,098.9 $10,096.1 $12,424.3
% Change from
Previous Year -10.5% -5.3% 2.7% 2.7%
Programs
Civil Rights Operations $9,827.2 $12,098.9 $10,096.1 $12,424.3
Total Recommendation $9,827.2 $12,098.9 $10,096.1 $12,424.3
CIVIL RIGHTS
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Community Colleges

key component of Michigan’s education system, Michigan’s 28 community colleges provide

over 480,000 residents per year with affordable access to postsecondary educational
opportunities. The average annual
college tuition for a full-time in-
district student is approximately 490,000
$2,400. These institutions offer 450,000 481400
general academic courses for
students who intend to transfer 470,000 162,600

to a four-year institution, as well 460,000
as instruction in basic skills, 450000 447,500 PPRp
technical training, and customized ' 442,100

job training to prepare students 440,000 |2

for immediate employment. The 430,000 |

Governor’s proposed budget for fiscal

years 2012 and 2013 recommends 420,000 1

total funding of $295.9 million, all 410,000 - ‘ ‘ ‘ ‘

2004-05 2005-06 2006-07 2007-08 2008-09 2009-10
state funds.

Recent Community College Enroliment Shows Strong Growth

Highlights of Governor’s Budget Recommendation

. State funding for each community college is maintained at the fiscal year 2011 level.
Continued state support is critical because community colleges have experienced an
estimated $65 million loss in local revenue in the last four years.

. Continuation funding of $3.3 million assists academically at-risk students in need of
remedial education.

. State Building Authority rent payments of $24 million, all general fund, support debt
service for recently constructed community college building projects.

FY 2012 Community College Operations Funding
($ in Thousands)
Alpena Community College $5,126.1 |Mid Michigan Community College $4,289.2
Bay de Noc Community College 5,178.4 |Monroe County Community College 4,142.8
Delta College 13,751.6 [Montcalm Community College 2,981.6
Glen Oaks Community College 2,304.8 (C.S. Mott Community College 15,016.4
Gogebic Community College 4,275.2 [Muskegon Community College 8,518.6
Grand Rapids Community College 17,219.8 [North Central Michigan College 2,893.6
Henry Ford Community College 20,898.9 [Northwestern Michigan College 8,682.0
Jackson Community College 11,542.3 |Oakland Community College 20,133.7
Kalamazoo Valley Community College 11,888.6 |St. Clair County Community College 6,729.8
Kellogg Community College 9,311.8 [Schoolcraft College 11,767.0
Kirtland Community College 2,842.8 |Southwestern Michigan College 6,276.9
Lake Michigan College 5,012.1 |Washtenaw Community College 12,149.0
Lansing Community College 29,762.5 (Wayne County Community College 15,889.9
Macomb Community College 31,773.9 |West Shore Community College 2,198.5

COMMUNITY COLLEGES
Fiscal Years 2012 and 2013 Executive Budget Recommendation B-13



Community Colleges
Transitional Performance Measures

Metric Metric Most Recent Trend
No. Measure
Community College Operations (statewide)
1 Number of degrees awarded. 32,800 1T
2 Second year retention rate. 62% 1T
3 Graduation rate (3-year). 15% N
At-risk Student Success Program (statewide)
1 SHMenFcomacthmﬂsspentondevdopmentandbaﬂcskMs il
instruction. 9,396,300
1 = Effectiveness Measure
2 = Efficiency Measure
3 = Quality Measure
T = Performance improving; moving in desired direction
{—> = Peformance stable
Il = Performance declining; moving away from goal

COMMUNITY COLLEGES
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Governor's Recommendation

Community Colleges

($ in Thousands)

FY11 FY12 FY13
Current Law Recommendation Recommendation

GF/GP All Funds || State Funds | All Funds | State Funds | All Funds

$295,880.5 $295,880.5 $295,880.5 $295,880.5 $295,880.5 $295,880.5
% Change from

Previous Year 0.0% 0.0% 0.0% 0.0%

Programs GFI/GP All Funds GFI/GP All Funds
Community College Operations $96,677.3 $292,557.8 $96,677.3 $292,557.8
At-risk Student Success Program $3,322.7 $3,322.7 $3,322.7 $3,322.7
Total Recommendation $100,000.0 | $295,880.5| $100,000.0 i $295,880.5

Fiscal Years 2012 and 2013 Executive Budget Recommendation
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Department of Community Health

he Department of Community Health (DCH) is responsible for health policy and management

of the state’s publicly funded health care systems. These programs include Medicaid health
coverage for those with limited incomes; mental health services for people who have a mental
illness or developmental disability; services for individuals who need substance abuse treatment;
and services provided through local public health programs. The department also provides
services to promote the independence and preserve the dignity of Michigan’s elderly through the
Office of Services to the Aging. The Governor’s proposed budget for fiscal year 2012 recommends total
funding of $14 billion, of which $2.7 billion is general fund. The recommendation for fiscal year 2013 is
$14.4 billion, of which $2.9 billion is general fund.

Highlights of Governor’s Budget Recommendation
Medical Services

. The DCH budget recommends $9.7 billion ($1.2 billion general fund) for medical services
and $2.2 billion ($388.5 million general fund) for the long term care portion of the Medicaid
program. This represents a 1 percent decrease over fiscal year 2011 due to the removal of
the use tax from managed care rates, offset by caseload increases, utilization/inflation and
special provider payments. Medicaid provides health care services for one out of every
five Michigan residents.

Medicaid Serves Over 1.9 Million People

2,000,000

2012: 1,956,500

1,800,000 -

1,600,000

1,400,000 +

Eligibles

1,200,000
2000: 1,063,400

1980: 927,100

1,000,000 -

800,000

600,000

1980 1985 1990 1995 2000 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
est. est.

Fiscal Year

From 1980 to 2000, Medicaid caseload increased by 15%.
From 2000 to 2012, Medicaid caseload increases by 79%.

COMMUNITY HEALTH
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. Michigan’s health care safety net is protected in the Governor’s Executive
Recommendation. Medicaid eligibility is maintained and provider reimbursement rates
are supported without reductions.

. $437.5 million ($180.9 million general fund) is added to the Medicaid budget for increases
in the number of Medicaid recipients and increased utilization of services.

. $509.4 million ($172.8 million general fund) is invested in community-based long term
care services. The budget continues to move the elderly and disabled from nursing homes
to home care. This successful initiative has saved $65 million since 2008. While nursing
homes provide a valuable and necessary service for those with high care needs, home care
can provide alternatives that meet client needs in a less costly community setting.

. $138 million ($34 million general fund) is allocated to fund the Adult Benefits Waiver
program that provides basic health coverage to low-income childless adults.

Medicaid Makes up 87% of the DCH Budget

Administration and
Regulation 2%

Mental Health - Medicaid
15%

Mental Health - Non
Medicaid and State
Psychiatric Hospitals 6%

Services to Senior
Citizens/Families/Children
3%

Health Care Services -
Medicaid 72%

Disease Prevention and
Control 2%

Total: $14 billion

COMMUNITY HEALTH
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Mental Health Services

Mental health services are funded at $3 billion ($1.2 billion general fund) consisting of
$2.7 billion ($1.1 billion general fund) to provide community mental health services, and
$262 million ($63.3 million general fund) to fund state operated psychiatric hospitals and
centers.

Other Medical Services

$645.1 million ($75.6 million general fund) is invested in health promotion, disease
prevention and services to senior citizens and families, including $37.4 million ($32.2
million general fund) in grants to local public health departments. Savings of $1.7 million
general fund is achieved from reductions in funding to local public health departments.

Children’s Special Health Care Services is supported with $295.2 million ($124.1 million
general fund) to provide medical care and treatment for children with special health care
needs.

Budget Initiatives

The Governor’s Executive Recommendation proposes a health care insurance claims
assessment of one percent applied to all health insurers in the state. Raising $400 million
in revenue, the claims assessment will replace the existing use tax on Medicaid health
maintenance organizations and support Medicaid provider reimbursement rates and
services. The Governor proposes the new claims assessment because of anticipated federal
action that will result in the phase-out of the six percent use tax. By broadening the base
and lowering the rate, the new assessment will raise the same amount of revenue as the
current use tax.

Elderly and disabled individuals eligible for both Medicare and Medicaid will be

integrated into a managed care service delivery model saving $30 million ($10 million
general fund) in fiscal year 2012.

COMMUNITY HEALTH
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Department of Community Health
Transitional Performance Measures

Metri . M Recen
etric Metric ost Recent Trend
No. Measure
Health Care Services
The number of individuals transitioned from nursing homes to ﬁ
1 . . 1,500
home and community based alternatives.
2 Percent of Medicaid claims paid within 30 days. 93% =
. . L 6 of 14 in top 30
3 Nat | rank f Medicaid health plans. .
ational ranking of Medicaid health plans 12 of 14 in top 50 ﬁ
Mental Health/Substance Abuse Services
1 Percentage of clients having a reduction in drug abuse. 81% ﬁ
Number of people per 1,000 that received services through the
2 23 i
mental health system.
3 Percentage of persons starting service within 14 days of non- 94% a
emergency face to face assessment. °
Services to Older Adults, Families and Children
1 Number of teen births per 1,000. 33 1T
2 Number of Area Agencies on Aging that implement the Community 10 ﬁ
Living Program-options counseling.
3 Percentage of women in the Women's, Infant, and Children (WIC) 579 ﬁ
food and nutrition program who breast feed. 0
State Psychiatric Hospitals and Forensic Mental Health Services
1 Percentage of adult discharges from a psychiatric inpatient unit 97% ﬁ
that are seen for follow-up care within 7 days. °
Percentage of individuals who are found competent to stand trial
2 and are returned to jail to stand trial within 30% of the stated 46% =
length of the court order.
3 Hours of seclusion will be below national average. Yes <:>
Disease Prevention and Control
1 Rercentage of Michigan high school students who smoke 18% ﬂ
cigarettes.
2 Physicians measu.re and record BMI in the Michigan Care 0% : :
Improvement Registry.
Percentage of Michigan children 19-35 months of age who receive
3 . 77% 1T
all recommended vaccines.
Administration and Regulation
2 Average number of days to process licensure applications. 59 F—
3 Average number of days to respond to consumer complaints on 23 ﬁ
nursing homes.
1 = Effectiveness Measure
2 = Efficiency Measure
3 = Quality Measure
1T = Performance improving; moving in desired direction
{—> = Performance stable

4

COMMUNITY HEALTH
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Governor's Recommendation
Department of Community Health
($ in Thousands)

FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/GP All Funds GF/GP All Funds
$2,421,483.7 $14,124,104.6 $2,701,084.9 $13,965,309.0 $2,930,413.7 $14,413,206.0
% Change from
Previous Year 11.5%* -1.1% 8.5% 3.2%
Programs
Health Care Services $1,389,934.5 $10,106,807.3 $1,567,748.2 $10,482,178.6
Mental Health/Substance Abuse Services $1,126,579.4 $2,736,817.5 $1,170,474.6 $2,796,312.1
Services to Senior Citizens, Families, and Children $29,241.2 $392,729.4 $29,241.2 $392,729.4
State Psychiatric Hospitals and Forensic $63,317.7 $262,040.6 $63,317.7 $262,040.6
Mental Health Services
Disease Prevention and Control $46,329.7 $252,367.7 $46,329.7 $252,367.7
Administration and Regulation $45,682.4 $214,546.5 $53,302.3 $227,577.6
* Increase is largely due to the FY 2012 general fund replacement of federal stimulus money.
Total Recommendation $2,701,084.9 $13,965,309.0 $2,930,413.7 i $14,413,206.0

Fiscal Years 2012 and 2013 Executive Budget Recommendation

COMMUNITY HEALTH

B-21




COMMUNITY HEALTH
B-22 Foundation for Michigan’s Reinvention



Department of Corrections

he Department of Corrections ensures public safety by providing custody and care for

incarcerated felons while maintaining oversight and supervision of parolees and felony
probationers. The Governor’s proposed budget for fiscal year 2012 recommends total funding of $2.0
billion, of which $1.9 billion is general fund. The Governor’s proposed budget for fiscal year 2013
recommends total funding of $2.1 billion, of which $2.0 billion is general fund.

Nearly 80% of Corrections Costs are in Prison Operations

Operations Support
Prison Operations 4%

78%

~ Field Programs
11%

\Community Support and

Total: $2.0 billion Programs

7%
Highlights of the Governor’s Budget Recommendation
. The Executive Budget includes $1.6 billion to operate a safe and secure prison system that
currently houses 44,000 prisoners.
. The Governor’s budget includes $222 million in funding for oversight and supervision of
parolees and felony probationers.
. The budget provides $133 million in funding for community programs such county jail

reimbursement, community corrections, and the Michigan Prisoner Reentry Initiative.
Savings in the Governor’s Recommendation for the Department of Corrections

The Governor recommends $51 million in net savings through various department efficiencies
including use of existing Michigan Prisoner Re-entry Initiative (MPRI) resources that will allow
for a prison closure.

. The Parole Board will return to a 10 member body appointed by the director of the
department under Executive Order 2011-3. The Governor recommends continued use of
MPRI assets to support carefully considered parole decisions. There are currently over
8,000 prisoners who have served their minimum sentences and are eligible for parole. The
department anticipates that paroles over the next few months will allow for the closure of a
facility late in fiscal year 2011. Fiscal year 2012 savings related to that closure are estimated
to be $18.9 million.

CORRECTIONS
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55,000 +

40,000

35,000

The Governor recommends continuation of the department’s multi-year supply chain
transformation strategy. To date, $19.3 million in savings have been realized through
these efforts. Business process improvements have been previously identified in prisoner
transportation, warehouse operations, and food service and further efforts will continue
to focus on logistics savings within the department to save an additional $10 million
during 2012.

The Executive Recommendation includes $8.5 million in savings through reduction in
management positions in prison operations. The number of Lieutenant positions will be
reduced at all prison complexes.

Efficiencies of $9.5 million are sought through competitive bidding of prison food service
and prison store operations.

Additional savings of $3.6 million general fund have been identified through the

elimination of the public works program, additional business office consolidations, and
contract savings.

Prison Population at Lowest Level Since 1998

51,500
50,200

49,500
50,000 48.600 48,700
45,800 45,500
45,000 44,100
: 43,800
40,200
38,100
35,100
31,200 I
30,000 i ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘

1990 1992 1994 1996 1998 2000 2002 2004 2006 2007 2008 2009 2010
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Department of Corrections

Transitional Performance Measures

Metric
No.

Metric

Most Recent
Measure

Trend

Prison Operations

1 Escapes per 1,000 prisoners. 0.07 per 1,000 <:>
2 Average cost per prisoner per year. $34,600 @
Prisoners past their earliest release dates who are on waiting lists iy
3 . 970
for assaultive or sex offender therapy programs.
Field Operations
1 Overall parole revocations per 1,000 parolees. 190 1T
2 Absconders at large more than 90 days per 1,000 parolees. 59 per 1,000 i)
Termination of Global Positioning System (GPS) tether paroles due 0
3 o : 3% i)
to the commission of new felonies.
Community Support & Programs
Percent of offenders with straddle cell sentencing guidelines scores
1 (who can be sent to prison or not sent to prison) that receive a non- 67% <:>
prison sentence.
Mental health plans in place in advance of parole for MPRI Mental
2 Health Project offenders. 580 (annual) T
3 Relative rate reduction in returns to prison for standard Michigan (33%)
Prisoner Reentry Initiative (MPRI) offenders. ° T
Operations Support
Percent of employee grievances that are resolved internally rather o 1T
3 . - . 96%
than proceeding to arbitration/hearing.
1 = Effectiveness Measure
2 = Efficiency Measure
3 = Quality Measure
1T = Performance improving; moving in desired direction
{—) = Peformance stable
ﬂ = Performance declining; moving away from goal
CORRECTIONS
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Governor's Recommendation

Department of Corrections
($ in Thousands)

FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/GP All Funds GF/GP All Funds

$1,917,879.5 1 $2,007,433.6 || $1,929,836.2 i $2,012,406.4 [ $2,012,313.8 i $2,094,262.6

% Change from
Previous Year 0.6% 0.2% 4.3% 4.1%

Programs

Prison Operations $1,509,436.8 | $1,571,222.3 | $1,537,136.8 i $1,597,455.2
Field Programs $210,581.4 $222,153.6 $210,581.4 $222,153.6
Community Support and Programs $126,183.5 $133,262.4 $126,183.5 $133,262.4
Operations Support $83,634.5 $85,768.1 $138,412.1 $141,391.4
Total Recommendation $1,929,836.2 { $2,012,406.4 || $2,012,313.8  $2,094,262.6

CORRECTIONS
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Department of Education

Leadership for Michigan’s public education system is vested by the state Constitution in the
elected members of the Board of Education. The board and the Department of Education

are focused on preparing Michigan’s students to compete in a global economy. The department
distributes over $12 billion in funding to the state’s public schools. The Governor’s proposed budget
for fiscal year 2012 recommends total funding of $113.9 million, of which $18.6 million is general fund.
The Governor’s proposed budget for fiscal year 2013 recommends total funding of $115.4 million, of which
$18.9 million is general fund.

Department Budget Funds a Variety
of Educational Support Services

Michigan School for the ] _
Deaf and Blind Library Services

13% 12%

Leadership and
Administration
11%

Student Assessment
10%

School Support
Services
54%

Total: $113.9 million

Highlights of Governor’s Budget Recommendation

. School support services are decreased by 8.4 percent to a total of $62.3 million ($4.4
million general fund) mostly due to technical adjustments. The department monitors the
effectiveness of early childhood education, special education, and career and technical
education programs.

. The Executive Budget increases funding for the Michigan Schools for the Deaf and Blind by
2.1 percent to a total of $14.4 million.

. The Governor decreases funding for library services by 9.4 percent to a total of $13.7 million
($8.2 million general fund), which includes a $2.3 million cut in state aid to local libraries.
Of the remaining funding, $950,000 general fund is set aside specifically to support the
Michigan eLibrary.

. The Executive Budget includes $12.5 million ($4.7 million general fund) to provide overall
leadership and administration of the department.

EDUCATION
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The fiscal year 2012 budget decreases funding to measure students” academic achievement
by 34.7 percent to a total of $11 million ($1.3 million general fund) mostly due to the
removal of one-time funding.

The Governor proposes statutory amendments to the state education reforms enacted
in December 2009. These changes result in savings of $1.9 million general fund.

The department will continue to assist underperforming schools in increasing
student achievement.

EDUCATION
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Department of Education
Transitional Performance Measures

schools.

Metric . Most Recent
Metric Trend
No. Measure
School Support Services
1 Amount of federal funds received per dollar in state matching $60 T
funds.
2 Percent of school state aid payments made timely and accurately. 100% <:>
3 Number of .tra|.n|ng and technical assistance opportunities provided 4.300 1T
to school districts.
Michigan Schools for the Deaf and Blind
1 Percent of instructional staff who are highly qualified. 100% T
3 Percent of students proficient in reading across all grade levels and 36% 1T
test types.
Library Services
1 Number of participating libraries in the Michigan eLibrary Catalog. 406 1T
2 Number of searches performed in the Michigan eLibrary database. 57.5 million T
3 Percent of third graders reading at grade level. 90% i)
Leadership and Administration
1 Number of school districts that have received a commitment from 142 <:>
all of their schools to participate in the Dropout Challenge.
2 Number of school districts that participate in the seat time waiver 597 1T
program.
Student Assessment
1 Percent of schools that administered state tests in both reading and 979 1T
mathematics to at least 95% of eligible students. °
2 Two-year average number of days from the end of the MEAP Fall 33 1T
testing window to the release of the data file to schools.
3 Number of external partners approved to assist low performing 55 : :

Fiscal Years

T
o
4

Effectiveness Measure
Efficiency Measure

Quality Measure

Performance improving; moving in desired direction
Peformance stable
Performance declining; moving away from goal

2012 and 2013 Executive Budget Recommendation
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Governor's Recommendation
Department of Education

($ in Thousands)

FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/GP All Funds GF/GP All Funds
$21,914 .1 $126,959.9 $18,644.2 $113,943.3 $18,883.5 $115,389.4
% Change from
Previous Year -14.9% -10.3% 1.3% 1.3%
Programs
School Support Services $4,399.9 $62,321.7 $4,399.9 $62,321.7
Michigan Schools for the Deaf and Blind $0.0 $14,377 .1 $0.0 $14,377.1
Library Services $8,204.2 $13,766.3 $8,204.2 $13,766.3
Leadership and Administration $4,753.4 $12,487.0 $4,992.7 $13,933.1
Student Assessment $1,286.7 $10,991.2 $1,286.7 $10,991.2
Total Recommendation $18,644.2 $113,943.3 $18,883.5 $115,389.4

EDUCATION
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Department of Energy, Labor and Economic Growth

he Department of Energy, Labor and Economic Growth (DELEG) administers the state’s

workforce training programs, business, industry, and occupational regulatory functions, and
unemployment insurance system. The Governor’s proposed budget for fiscal year 2012 recommends
total funding of $1.3 billion, of which $43.5 million is general fund. The Governor’s proposed budget for
fiscal year 2013 recommends total funding of $1.3 billion, of which $44.1 million is general fund.

Workforce Development Programs are the
Largest Share of the DELEG Budget

Regulatory and
Consumer Protection
27%

Workforce
Development
53% Worker and
Unemployment
Compensation
13%
Administration .
7% Total: $1.3 billion

Highlights of Governor’s Budget Recommendation
. To help advance Michigan’s global competitiveness, the Governor’s budget provides

over $670 million ($34.6 million general fund) for the support of workforce development
programs that enhance the skills of Michigan workers and prepare them for the
occupations of today’s economy.

. The Executive Budget includes over $340 million for regulatory and consumer protection
programs, including an increase of $1.8 million to support the department’s role in the
continued development of the Michigan Business One-Stop Center, the state’s central
online service dedicated to helping new and existing companies conduct business
in Michigan.

. The Governor streamlines the state’s worker compensation dispute resolution process by
eliminating the Workers” Compensation Appellate Commission, saving nearly $1.2 million
general fund annually. The number of cases reaching the commission declined by 68
percent over the last ten years to 173 in 2010. Employers and employees may appeal Board
of Magistrates decisions to the Court of Appeals.

ENERGY, LABOR AND ECONOMIC GROWTH
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. Consistent with the decline in taxable property values, the Executive Budget reduces
Fire Protection Grants to local units of government by 15 percent. Grants of $9.3
million will be paid to local units of government that provide fire protection services
for state-owned facilities.

. The Executive Budget recognizes savings that total $2.9 million (over $1.7 million
general fund) as a result of employee retirements and administrative efficiencies
achieved by the department.

ENERGY, LABOR AND ECONOMIC GROWTH
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Department of Energy, Labor and Economic Growth
Transitional Performance Measures

Metric . Most Recent
Metric Trend
No. Measure
Workforce Development
1 Percentage of Michigan Career and Technical Institute graduates 779 ﬂ
who stay employed for at least 90 days after graduation. °
Number of Family Independence Program participants who
2 I 11,131
successfully complete welfare-to-work program activities.
3 Starting hourly wage of welfare-to-V\{ork participants who attain $8.44 <:>
employment upon program completion.
Regulatory and Consumer Protection
1 .Percentag.e ef investigations ef financial industry complaints 95% o
initiated within 7 days of receipt.
Percent of construction permit applications processed within 5 o
2 ) . 92%
business days of receipt.
o, : R
3 Percent change in construction industry workplace fatalities. 8% reduction for 5-year ﬁ

rolling average

Worker and Unemployment Compensation

1 Percentage of unemployment insurance claims appeal cases 849 ﬁ
decided within 150 days of receipt. °
2 Percentage of worker compensation appeal cases closed within 24 90% ﬁ
months. °
3 Number of unemployment insurance claims filed over the Internet. 2.8 million ﬁ
Administration
1 Proportion of central administrative costs to total direct operating 0.54% ﬂ
costs. o
2 Percentage of revenue deposit transactions processed within 24 99% <:>
hours of receipt.
3 Percentage of constituent and legislative inquiries resolved within 97% =
three business days.
1 = Effectiveness Measure
2 = Efficiency Measure
3 = Quality Measure
1T = Performance improving; moving in desired direction
{—> = Peformance stable
ﬂ = Performance declining; moving away from goal

ENERGY, LABOR AND ECONOMIC GROWTH
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Governor's Recommendation

Department of Energy, Labor and Economic Growth
($ in Thousands)

FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/GP All Funds GFI/IGP All Funds
$47,607.9: $1,277,823.2 $43,536.3 $1,272,142.5 $44.110.7 $1,285,148.8
% Change from
Previous Year $0.0 -0.4% $0.0 1.0%
Programs

Workforce Development $34,590.4 $672,459.6 $34,590.4 $672,459.6
Regulatory and Consumer Protection $1,220.6 $343,667.5 $1,220.6 $343,667.5
Worker and Unemployment Compensation $5,876.5 $164,908.1 $5,876.5 $164,908.1
Administration $1,848.8 $91,107.3 $2,423.2 $104,113.6
Total Recommendation $43,536.3 i $1,272,142.5 $44,110.7 i $1,285,148.8

ENERGY, LABOR AND ECONOMIC GROWTH
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Department of Environmental Quality

Funding for the Department of Environmental Quality supports programs to restore and
enhance Michigan’s environment and preserve our natural resources. The Governor’s proposed
budget for fiscal year 2012 recommends total funding of $405.8 million, of which $21.5 million is general
fund. The fiscal year 2013 recommendation includes $410.6 million total funding of which $22.1 million is
general fund.

Streamlined Structure of the New
Department of Environmental Quality

Administration
10%

Grants to Locals for
Cleanup and Pollution
Prevention Efforts
33%

Water Resource
12%

Environmental Resource
Management
18%

Remediation

Total: $405.8 million 27%

Highlights of Governor’s Budget Recommendation

. The fiscal year 2012 Executive Recommendation reflects the Governor’s decision to create a
separate Department of Environmental Quality to better focus on administering programs and
enforcing laws that protect public health and promote the appropriate use of, limit the adverse
effects on, and restore the quality of the environment.

. Funding for core programs of the department is maintained including water, land, and air
quality management as well as limited environmental cleanups.

. A change in formula for the air emissions fee is recommended to generate sufficient funding to
adequately implement the Renewable Operating Program established by the Clean Air Act.

. Approximately $134 million is allocated to local units of government as grants and loans for
cleanup activities and pollution prevention efforts, including $25 million for Great Lakes
restoration efforts.

. Over $111 million supports environmental cleanup and response activities, including $30
million of new Strategic Water Quality Initiatives Funds to be used to clean up nonpoint
source contamination and $4.4 million to address state-owned sites with the highest
environmental risks.

ENVIRONMENTAL QUALITY
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The Governor proposes to increase the current fee of $0.07 per cubic yard of solid waste to $0.12
to generate sufficient revenue to adequately support the Solid Waste Management Program.
This program has been, and will continue to be, funded entirely with fee revenue.

Additional available restricted funding is recommended to replace the Coastal and Inland
Waters Permit Information System with an improved integrated system and database. The
current system is over 20 years old and is no longer supported by the manufacturer.

As part of the $3.8 million general fund reduction, the Governor recommends a $1.2 million
reduction to various pollution prevention programs.

A new wastewater operator certification exam and renewal fee is recommended to offset a
$200,000 general fund reduction and to replace federal funding which is no longer available to
support the program.

The Governor proposes to shift costs currently paid with $1.1 million general fund for the
Critical Dunes and Hazardous Waste Programs to available restricted funds.

The Nonmetallic Mine Reclamation and High Risk Erosion programs are recommended to

be eliminated and the Geologic Mapping and Information Program is recommended to be
reassigned to the Geosciences Department of Western Michigan University. A corresponding
savings to the general fund of $250,000 will occur.

Administrative costs will be reduced by $1 million general fund.

ENVIRONMENTAL QUALITY
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Department of Environmental Quality
Transitional Performance Measures

Metric Metric Most Recent Trend
No. Measure

Remediation

1 Aboveground storage tank installations in compliance at the time of 509 1T
triennial inspection. °
2 Brownfield grants and loans awarded within 90 days of application. 100% T
3 Environmental cleanup proposals reviewed within 180 days. n/a n/a
Environmental Resource Management
1 Number of counties with monitored violations of the National 1.9 ﬂ
Ambient Air Quality Standards. en
2 Air permlts to install (construction permits) issued within 180 days 89% ﬂ
of receipt.
3 Total number of targeted hazardous waste sites where risk is 19% ﬁ
controlled.
Water Resource
. 7,289,000,000
1 Volume of raw sewage discharged. gallons ﬂ
2 Nat|oqal Pollutant Discharge Elimination System discharge permit 92% ﬁ
compliance.
3 Water related complaints resolved. 50% (::>
Administration
Customers that report "excellent" service provided by
3 ! : 94% n/a
Environmental Assistance Center.

1 = Effectiveness Measure
2 = Efficiency Measure
3 = Quality Measure

‘D = Performance improving; moving in desired direction
{—> = Peformance stable
iy

= Performance declining; moving away from goal
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Governor's Recommendation

Department of Environmental Quality

($ in Thousands)

FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/GP All Funds GF/GP All Funds
$25,322.5 $395,655.7 $21,491.6 $405,839.3 $22,075.3 $410,576.4
% Change from
Previous Year -15.1% 2.6% 2.7% 1.2%
Programs
Grants to Locals for Cleanup and
Pollution Prevention Efforts $0.0 $134,021.7 $0.0 $134,021.7
Remediation $0.0 $111,049.1 $0.0 $111,049.1
Environmental Resource Management $5,294.9 $71,536.8 $5,294.9 $71,536.8
Water Resource $11,227.3 $48,543.6 $11,227.3 $48,543.6
Administration $4,969.4 $40,688.1 $5,553.1 $45,425.2
Total Recommendation $21,491.6 | $405,839.3 $22,075.3 $410,576.4

ENVIRONMENTAL QUALITY
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Executive Office

he Executive Office is the Office of the Governor. The budget provides funding for

the Governor and his immediate staff, who assist him in executing his constitutional
responsibilities as chief executive of the State of Michigan. The Executive Office also includes
funding for the Lieutenant Governor’s office. The Lieutenant Governor performs gubernatorial
functions in the Governor’s absence, presides over the Senate, and represents the Governor at
selected local, state and national meetings. The Executive Office also contains the Constituent
Services Division, which serves as a resource for the citizens of Michigan to communicate their
concerns and opinions directly to the Governor. The Governor’s proposed budget for fiscal year 2012
recommends total funding of $4.4 million, a 5 percent reduction from the current year. The Governor’s
proposed budget for fiscal year 2013 recommends total funding of $4.4 million, identical to the proposed
budget for fiscal year 2012.

EXECUTIVE OFFICE
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Governor's Recommendation

Executive Office
($ in Thousands)

FY11 FY12 FY13
Current Law Recommendation Recommendation
GFI/IGP All Funds GF/IGP All Funds GFIGP All Funds

$4,630.8 $4,630.8 $4,399.2 $4,399.2 $4,399.2 $4,399.2

% Change from
Previous Year -5.0% -5.0% 0.0% 0.0%

Programs

Executive Office Operations $4,399.2 $4,399.2 $4,399.2 $4,399.2
Total Recommendation $4,399.2 $4,399.2 $4,399.2 $4,399.2

EXECUTIVE OFFICE
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Higher Education

he Higher Education budget provides operating support to the state’s 15 public universities
and also funds student financial aid programs. The Governor’s proposed budget for fiscal years
2012 and 2013 recommends total funding of nearly $1.4 billion, of which $1.3 billion is state funds.

Highlights of Governor’s Budget Recommendation
. Overall university operations funding is $1.2 billion. Due to the fiscal constraints facing

the state, this is a reduction in operations funding of 15 percent. In the $1.2 billion, the
Governor recommends

tuition incentive grants FY 2012 State University Funding | Operations | Tuition Incentive
of $83 million. These ($ in Thousands) Funding Grants

: : Michigan State University $222,796.2 $18,324.6

grant_s Wﬂ! l?e accessible University of Michigan - Ann Arbor 254,931.8 13,871.5

to universities that keep  |wayne State University 169,209.4 12,827.5

tuition and fee increases Central Michigan University 61,431.1 6,677.8

. . Eastern Michigan University 61,319.9 3,299.2

below the combined five |z i siate University 37,971.6 3,352.7

year average of annual Grand Valley State University 48,431.5 4,245.9

changes in tuition and Lake Superior State University 10,055.1 734.4

Michigan Technological University 37,409.7 3,323.9

fee rates of all of the Northern Michigan University 36,225.2 2,142.2

universities. Oakland University 39,313.5 3,831.5

Saginaw Valley State University 21,969.3 1,5692.2

L. L University of Michigan - Dearborn 19,627.4 1,388.9

. Beginning in fiscal year  |university of Michigan - Flint 16,679.4 1,083.0

2013, Governor Snyder Western Michigan University 86,866.7 6,301.6

proposes the use of Total $1,124,237.8 $82,996.9

a formula to allocate

university funding. The efforts to develop the formula will be led by the State Budget
Director, with input from universities and other stakeholders. The formula will encourage
universities to graduate a highly educated workforce in a timely manner and conduct
research that contributes to the overall economic strategy for Michigan.

. Funding for the Agricultural Experiment Station and the Cooperative Extension Service is
reduced by 15 percent and combined into a single appropriation of $52.6 million to give
Michigan State University the ability to use the funds more strategically.

. Funding for student financial aid is maintained at fiscal year 2011 levels ($51.5 million). To
streamline administration, the Michigan Competitive Scholarship and the Tuition Grants
programs are merged into Governor Snyder’s new Pathway to Higher Education grants.
Needy Michigan students will qualify for an annual grant of approximately $875 to help
defray the cost of attending college. Students will be able to use the grant at any public or
private college or university in Michigan.

. The Tuition Incentive Program (TIP) is increased by $6.4 million to $43.8 million to
encourage Medicaid-eligible students to complete high school and earn a college degree.

. State Building Authority rent payments of $117.2 million, all general fund, support debt
service for recently constructed university building projects.
HIGHER EDUCATION
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Higher Education
Transitional Performance Measures

enroll in an institution.

Metric . Most Recent
Metric Trend
No. Measure
University Operations (statewide)
1 Number of degrees awarded. 63,600 in
2 Second year retention rate. 81.1% i)
3 Graduation rate (6-year). 59.5% in
Statewide Programs
Percentage of students in the King-Chavez-Parks / Morris Hood, Jr.
1 Educator Development Program with increasing or maintained 85% i)
grade point averages.
Percentage of students in the King-Chavez-Parks / Select Student
3 Support Services Program with increasing or maintained grade 79% i)
point averages.
Grants and Financial Aid
1 Annual percentage of Medicaid-eligible students that apply for the 16% 1T
Tuition Incentive Program. °
3 Annual number of Tuition Incentive Program-eligible students who 15.600 1T

= Effectiveness Measure
= Efficiency Measure
= Quality Measure

= Performance improving; moving in desired direction

T
(:Z> = Peformance stable
4

= Performance declining; moving away from goal
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Governor's Recommendation

Higher Education
($ in Thousands)

FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds | State Funds All Funds State Funds All Funds
$1,543,3785 1 $1,578,278.5| $1,263,952.0 $1,362,278.4 || $1,263,952.0 $1,371,038.4
% Change from
Previous Year -18.1% -13.7% 0.0% 0.6%
Programs GF/GP All Funds GFI/GP All Funds
University Operations $424,518.3 $1,124,237.8 $0.0 $0.0
University Tuition Restraint Incentives $82,996.9 $82,996.9 $0.0 $0.0
University Formula Funding $0.0 $0.0 $507,515.2 $1,207,234.7
Student Financial Aid $1,000.0 $99,526.4 $1,000.0 $108,286.4
Agricultural Experiment and Cooperative
Extension Services $52,625.8 $52,625.8 $52,625.8 $52,625.8
Statewide Programs $2,891.5 $2,891.5 $2,891.5 $2,891.5
Total Recommendation $564,032.5 | $1,362,278.4 || $564,032.5 | $1,371,038.4

Fiscal Years 2012 and 2013 Executive Budget Recommendation
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Department of Human Services

he Department of Human Services helps families and individuals meet financial, medical,

and social service needs. The Department of Human Services programs provide financial
assistance and medical assistance to Michigan’s low-income population; move people toward
self-sufficiency through employment and training services; work to prevent abuse, neglect, and
exploitation of children and vulnerable adults through direct services; and regulate and license
adult and child care agencies, facilities, and homes. Services are provided through a network of
county-based offices. The Governor’s proposed budget for fiscal year 2012 recommends total funding
of $6.9 billion, of which $1.1 billion is general fund. For fiscal year 2013, the Governor recommends total
funding of $6.9 billion, of which $1.2 billion is general fund.

Over Half of the Department Budget Provides
Food Assistance to Low-Income Families

Other Public
Assistance
13%

Child Welfare
Services
15%

Food Assistance
52%

Administration and
Field Operations
15%

Adult and Family
Services
5%

Total: $6.9 billion

Highlights of Governor’s Budget Recommendation

. The Governor’s budget invests over $899.4 million ($382.1 million general fund) in
Michigan’s child welfare system.

- Child welfare improvements are funded with an additional $69.3 million ($49.7 million
general fund) for fiscal year 2012. During the last five years, Michigan has invested
$273 million ($186 million general fund) to enhance child welfare services for abused
and neglected children. These funds support staff for child protective services, foster
care, adoption and contract monitoring; private agency staff and administrative costs;
a needs assessment to aid in service provision; a federally required child welfare
automation system and expansion of foster care program eligibility to age 21.

- Foster care payments for 7,200 children in out-of-home care are supported with $206.8
million ($91.9 million general fund). These payments provide care and supervision
until children are returned to their parents or are adopted.

- 28,200 adopted children receive adoption subsidies at a funding level of $228.7 million
($81.3 million general fund).
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. To support Michigan’s safety-net programs, the Governor’s budget replaces federal
stimulus funds which are no longer available with $153 million general fund.

One out of Every Five People in Michigan
Receives Food Assistance
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2,400,000 -
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. Over 2 million people receive Food Assistance, funded with $3.6 billion in federal funds.
The Food Assistance caseload has more than doubled since 2004.

Other Highlights of the Governor’s Budget
Income Assistance Programs

. The Governor recommends a 48 month lifetime limit for Family Independence Program
recipients, saving $77.4 million ($65 million general fund). Exemptions for incapacity
and hardship will provide safeguards for those clients who are unable to achieve self-
sufficiency in four years. With this policy change, the Family Independence Program will
provide financial support for 71,000 families at a cost of $356.8 million ($141.7 million
general fund).

. Safe, high quality child day care for 27,000 low-income families is funded at $172 million
($37.1 million general fund). Hourly reimbursement rates paid to aides and relatives in the
child day care program are reduced from $1.60 to $1.35, saving $13.9 million general fund.

. The State Disability Assistance program for 10,850 disabled adults is supported with
$34.7 million ($20.3 million general fund).
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. Over $116.5 million in federal and state restricted funds are allocated to support the
home heating credit, energy-related crisis payments and weatherization for low-income
home owners.

Juvenile Justice Services

. Funding of $34.9 million ($17.8 million general fund) is allocated for Juvenile Justice
Services to provide treatment, residential placement, community support services, and
re-entry programs for delinquent youth. With the recommended closure of Shawano
Center, the state will operate two residential placement facilities: Maxey Training School
for males and Bay Pines Center for females.

Child Care Fund

. Child Care Fund reimbursements to local units of government to support Foster Care and
Juvenile Justice Services are financed with $206 million ($93.6 million general fund).

Child Support

. To help Michigan children obtain financial support from absent parents, over $206.4
million ($21.6 million general fund) is provided for the child support program. General
fund savings of $3.4 million will be achieved by implementing a $25 fee from non-
custodial parents to support child support enforcement operations.
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Department of Human Services
Transitional Performance Measures

Metric . Most Recent
Metric Trend
No. Measure
Public Assistance
Monthly number of Family Independence Program cases closed
1 ; 840 iy
due to earned income.
Percent of Food Assistance Program benefits that are issued within 1T
2 80%
the federal standard of promptness.
3 Number of recipients who use their on-line customer accounts to 165.000 T
apply for benefits, check the status of benefits or report changes. ’
Child Welfare Services
1 Percent of children exiting the foster care system to permanent 86% 1T
placements.
2 Percent of children adopted within 24 months of date of latest 349, —
removal from home.
Percent of children in foster care receiving monthly face-to-face T
3 o . . 71%
visits with their caseworker.
Administration and Field Operations
2 Fraud detection investigations completed. 2,000 1)
3 Food assistance program eligibility and benefit determination 96% ﬂ
accuracy rate.
Adult and Family Services
1 Percent of Social Security Disability applicants determined eligible. 34% i)
Dollars in child support collected for every dollar spent on state and 1T
2 . . . o $6.55
county administration and collection activities.
Percent of investigations of adult protective services complaints o (=
3 initiated within 24 hours. 88%

Effectiveness Measure

—
1

2 = Efficiency Measure
3 = Quality Measure
1T = Performance improving; moving in desired direction

!

Performance stable
Performance declining; moving away from goal

=
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Governor's Recommendation
Department of Human Services
($ in Thousands)
FY11 FY12 FY13
Current Law Recommendation Recommendation
GFI/GP All Funds GF/IGP All Funds GFI/GP All Funds
$924,018.1 : $6,948,915.7 || $1,096,478.2 : $6,891,524.7 $1,184,714.9 :  $6,933,869.6
% Change from
Previous Year 18.7% -0.8% 8.0% 0.6%
Programs
Public Assistance $290,140.1 i $4,461,040.7 $370,246.0 i  $4,469,740.7
Food Assistance Program $0.0 $3,587,123.2 $0.0 $3,587,123.2
Other Public Assistance $290,140.1 $873,917.5 $370,246.0 $882,617.5
Child Welfare Services $405,776.9 i $1,038,825.8 $400,504.1 ; $1,035,085.6
Administration and Field Operations $373,898.4 i $1,031,192.5 $387,302.0 i $1,068,577.6
Adult and Family Services $26,662.8 $360,465.7 $26,662.8 $360,465.7
Total Recommendation $1,096,478.2 : $6,891,524.7 | $1,184,714.9 : $6,933,869.6
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Judiciary

he Michigan Constitution vests the judicial power of the state exclusively in a court system

composed of the Supreme Court, the Court of Appeals, the Circuit Court (which is the trial
court of general jurisdiction, including the Family Court division), the Probate Court, and courts
of limited jurisdiction such as the Court of Claims, District Court and municipal courts. The
statewide court system is administered by the Supreme Court Justices through the State Court
Administrative Office. The Governor’s proposed budget for fiscal year 2012 recommends total funding
of $260.3 million, of which $152.9 million is general fund. The Governor’s proposed budget for fiscal year
2013 recommends total funding of $261.9 million, of which $154.4 million is general fund.

Two-Thirds of Budget Supports
Judicial Operations

Justices' and Judges'
Compensation
36%

Judicial Operations
64%

Total: $260.3 million

Highlights of Governor’s Budget Recommendation

. The Governor recommends $94.6 million for judicial salaries. Savings of $942,100 have
been identified through the elimination of six trial court judgeships.

. Local trial courts are supported with $86.1 million.

. The Executive Budget recommends $19.4 million for the Court of Appeals.

. The State Appellate Defender Office, the Michigan Appellate Assigned Counsel System,
and local legal aid agencies are funded at current year levels in order to provide indigent

legal assistance.

. Specialized drug treatment courts receive continuation level funding of $6.1 million to
provide alternatives to incarceration for offenders with drug and alcohol problems.
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Judiciary

Transitional Performance Measures
Metric . Most Recent
Metric Trend
No. Measure
Judicial Operations
1 Supreme Court case clearance rate. 100% —
2 Number of court locations with video conferencing. 16 1T
2 Number of courts participating in the State of Michigan online ticket 9
payment system. T
= Effectiveness Measure
= Efficiency Measure
= Quality Measure
1T = Performance improving; moving in desired direction
(:Z> = Peformance stable
ﬂ = Performance declining; moving away from goal
JUDICIARY
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Governor's Recommendation
Judiciary
($ in Thousands)
FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/GP All Funds GF/GP All Funds
$152,073.1 $260,358.8 $152,876.9 $260,275.4 $154,387 .4 $261,915.8
% Change from
Previous Year 0.5% 0.0% 1.0% 0.6%
Programs
Judicial Operations $65,345.1 $165,653.4 $66,855.6 $167,293.8
Justices' and Judges Compensation $87,531.8 $94,622.0 $87,531.8 $94,622.0
Total Recommendation $152,876.9 | $260,275.4 | $154,387.4 : $261,915.8
JUDICIARY
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Legislature

he 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 and protect the actions and interests of the government and the people. The
Governor’s proposed budget for fiscal year 2012 recommends total funding of $116 million, of which $109.2
million is general fund. The Governor’s proposed budget for fiscal year 2013 recommends total funding of
$116 million, of which $109.2 million is general fund.

Legislative Budget Supports Elected
Officials and Their Staff

Auditor
General Operations
139
Legislature &
87%

Total: $116 million

Highlights of Governor’s Budget Recommendation

. The Executive Recommendation provides $100.3 million for the Legislature, including the
Senate, the House of Representatives, and supporting entities.

. More than $15.6 million is dedicated for the Legislative Auditor General, a constitutionally
required position to conduct financial and performance audits of state government
operations.
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Governor's Recommendation

Legislature
($ in Thousands)

FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/GP All Funds GF/GP All Funds
$111,729.3 $117,330.5 $109,170.4 $115,971.6 $109,170.4 $115,971.6
% Change from
Previous Year -2.3% -1.2% 0.0% 0.0%
Programs
Legislature $98,573.4 $100,333.2 $98,573.4 $100,333.2
Auditor General Operations $10,597.0 $15,638.4 $10,597.0 $15,638.4
Total Recommendation $109,170.4 $115,971.6 $109,170.4 $115,971.6
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Department of Military and Veterans Affairs

he Department of Military and Veterans Affairs” primary mission is military and emergency
preparedness, followed closely by service to veterans. The department is a key partner

with the federal government in defending sovereign interests of the United States globally and
protects the lives and property of Michigan residents during times of natural disaster and civil
unrest. There are approximately 11,700 members of the Michigan National Guard, 1,640 on
active duty and mobilized to serve around the world, and an additional 630 scheduled to be
deployed through 2012. The Governor’s proposed budget for fiscal year 2012 recommends total funding
of $152 million, of which $33 million is general fund. For fiscal year 2013, the Governor’s proposed budget
recommends total funding of $153 million, $34 million of which is general fund.

Over 50% of Funding Supports Veterans' Services

Capital Outlay
11%

Military Preparedness
36%

Veterans Homes
43%

Veterans and Community
Outreach
10%

Total: $152 million

Highlights of Governor’s Budget Recommendation

The budget includes $54.1 million in funding for Military Preparedness, representing the
Michigan National Guard'’s traditional mission of state and national defense and homeland
security. Additionally, $16.7 million is available for special maintenance projects at federal
military facilities in Michigan, including $1.7 million for a light demolition range at

Camp Grayling.

Veterans, their families, and Michigan communities, through the department’s outreach
programs, are served with $12.3 million in funding. In addition, Veterans Service
Organizations will continue to receive $3 million in state-funded grants to counsel veterans
and assist them in receiving benefits.

The fiscal year 2012 Executive Recommendation provides $66.3 million in funding
support for the Grand Rapids and D. J. Jacobetti Veterans” Homes, which provide direct
nursing care for 875 resident veterans. The budget includes $4.2 million in savings from
competitive bidding for resident care aides at the Grand Rapids Veterans’ Home. During
2012, the department will explore the feasibility of developing a public/ private partnership
to run both Veterans” Homes.
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Department of Military and Veterans Affairs
Transitional Performance Measures

including environmental and severe weather calamities.

Metric Metric Most Recent Trend
No. Measure
MILITARY PREPAREDNESS
1 Active duty National Guard members. 11,700 L
1 Respond as needed to State, local and regional emergencies, 9 emergencies <:>

VETERANS AND COMMUNITY OUTREACH

Increase percent of Youth ChalleNGe Academy graduates' with

1 e _ 83%
positive placement activities.
VETERANS HOMES
1 Meet/exceed Michigan private nursing facility occupancy rate. 87%

Meet/exceed national standards during annual United States
3 Department of Veterans Affairs- Veterans Health Administration 4 citations
(USDVA-VHA) surveys; no shortcoming citations at either facility.

Percent of survey respondents who rate the quality of service

0,
provided by the Homes as excellent. 4%

I == | =

Effectiveness Measure
Efficiency Measure

Quality Measure

Performance improving; moving in desired direction
Performance stable
Performance declining; moving away from goal

1
2
3

i)
=
g
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Governor's Recommendation
Department of Military and Veterans Affairs
($ in Thousands)
FY11 FY12 FY13
Current Law Recommendation Recommendation
GF/GP All Funds GF/IGP All Funds GF/GP All Funds
$36,424.7 $150,042.9 $33,044.9 $152,383.5 $33,692.2 $153,474.0
% Change from
Previous Year -9.3% 1.6% 2.0% 0.7%
Programs
Veterans Homes $16,093.6 $66,261.6 $16,093.6 $66,261.6
Military Preparedness $13,711.4 $54,119.8 $14,358.7 $56,910.3
Capital Outlay $0.0 $16,700.0 $0.0 $15,000.0
Veterans and Community Outreach $3,239.9 $15,302.1 $3,239.9 $15,302.1
Total Recommendation $33,044.9 i $152,383.5 $33,692.2 i $153,474.0

Fiscal Years 2012 and 2013 Executive Budget Recommendation
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Department of Natural Resources

unding for the Department of Natural Resources supports programs for wildlife and fisheries

management, state parks and recreation areas, conservation and law enforcement, and forest
management. The Governor’s proposed budget for fiscal year 2012 recommends total funding of $330.2
million, of which $13.7 million is general fund. The fiscal year 2013 recommendation includes $336.5
million total funding of which $14.1 million is general fund.

Streamlined Structure of the New
Department of Natural Resources

Mackinac Island State

. Park Commission
Capital Outlay 1%

8%

Parks, Recreation and
History
27%

Administration
10%

Grants to Local
Governments
13%

Wildlife, Fisheries and

Enforcement
27%
Forest Management -
14% Total: $330.2 million
Highlights of Governor’s Budget Recommendation
. The fiscal year 2012 Executive Recommendation reflects the Governor’s decision to create a

separate Department of Natural Resources to better focus on the conservation, protection,
management, accessible use and enjoyment of the State’s natural resources.

. Over $90 million supports state parks, historical parks, and other recreational activities, while
$46 million is used to manage and protect forestland.

. Almost $90 million supports wildlife management, fisheries management and law enforcement
activities.
. Over $44 million is paid to local units of government, including $10 million for Great Lakes

restoration efforts.

. Over $25 million is recommended for capital outlay projects including over $14 million for
repair and maintenance at state parks and approximately $10 million for state and local
waterways projects.

. The Governor recommends $2.4 million in general fund savings to be achieved by streamlining
operations of the Mackinac Island State Park Commission; partnering with Michigan State
University on endangered species studies; shifting to a fee based structure for regulation of
privately owned cervidae facilities; and other administrative efficiencies.
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Department of Natural Resources
Transitional Performance Measures

Metric Metric Most Recent Trend
No. Measure

Parks, Recreation, and History

1 Public participation rate in Recreation Passport program. 21%
2 Utility costs as a percentage of state parks expenditures. 5%
3 Satisfied customers in state parks. 88%

Wildlife, Fisheries, and Enforcement

= |2 [T

1 Percent change in certified hunters and anglers. -1%

2 Percent of hunting and fishing licenses sold via internet. 6%
e I 3 catches

3 Success rate of lake trout fishing in Lake Michigan.

per 100 hours

Forest Management

1 Timber offered for sale and purchased. 95% ﬁ
2 Wildfires held to 10 acres or less. 88% <:>
3 Findings in the audit of the practices used to manage the state 0 <:>
forest that require corrective action.
Mackinac Island State Park Commission
1 Attendance at historic sites. 346,500 ﬂ
2 Program costs supported by revenue generation. 73% 1T
3 Visitor satisfaction. 98% 1T

Effectiveness Measure

—
1

2 = Efficiency Measure

3 = Quality Measure
1 = Performance improving; moving in desired direction
{—> = Peformance stable
ﬂ = Performance declining; moving away from goal
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Governor's Recommendation

Department of Natural Resources
($ in Thousands)

FY11 FY12 FY13
Current Law Recommendation Recommendation
GFIGP All Funds GFIGP All Funds GFIGP All Funds
$15,986.9 $323,302.7 $13,716.2 $330,195.8 $14,064.5 $336,529.4
% Change from
Previous Year -14.2% 2.1% 2.5% 1.9%
Programs
Parks, Recreation and History $3,676.3 $90,072.4 $3,676.3 $90,072.4
Wildlife, Fisheries and Enforcement $2,703.6 $89,529.3 $2,703.6 $89,529.3
Forest Management $3,654.8 $46,826.3 $3,654.8 $46,826.3
Grants to Local Governments $0.0 $44,360.8 $0.0 $44,360.8
Administration $3,681.5 $32,397.6 $4,029.8 $38,161.2
Capital Outlay $0.0 $25,080.0 $0.0 $25,650.0
Mackinac Island State Park Commission $0.0 $1,929.4 $0.0 $1,929.4
Total Recommendation $13,716.2 $330,195.8 $14,064.5 $336,529.4

Fiscal Years 2012 and 2013 Executive Budget Recommendation
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Revenue Sharing

Michigan’s revenue sharing program distributes sales tax revenue to local units of
government, allowing communities to determine how best to fund local services. There

are two ways that local units share in a portion of state sales tax revenue: a constitutionally-
dedicated portion is distributed to cities, villages, and townships; an additional portion of sales
tax revenue is earmarked in state law to provide revenue sharing payments that are subject to
annual appropriation. Funding for fiscal year 2012 is recommended at $959 million, which includes $659
million for constitutionally-required revenue sharing payments, $100 million for revenue sharing payments
to counties, and $200 million for a new incentive-based revenue sharing program. Anticipated funding

for fiscal year 2013 is recommended at $991.1 million, which includes $680.4 million for constitutionally-
required revenue sharing payments, $110.6 million for revenue sharing payments to counties, and $200
million for the incentive-based revenue sharing program.

Nearly 70% of Revenue Sharing
Payments are Constitutionally-Dedicated

County
Revenue
Sharing

10%
Constitutional
Revenue _
Sharing Incentive-Based
69% Revenue
Sharing
Program
21%

Total: $959.0 million

Highlights of Governor’s Budget Recommendation

. Constitutional revenue sharing payments for cities, villages, and townships are increased
by $25.5 million (4 percent), to $659 million, based on estimated sales tax collections.

. State revenue sharing payments of $100 million (down 34 percent) are recommended for
counties that exhaust their revenue sharing reserve funds prior to, or during, fiscal year
2012. Phasing-in the early collection of winter property tax payments created a reserve fund
for each county in fiscal year 2005, allowing the state to suspend revenue sharing payments
until a county’s fund is depleted. An estimated 50 counties qualify for resumed state
revenue sharing payments in fiscal year 2012.

. Statutory revenue sharing payments for cities, villages, and townships are recommended
for elimination in fiscal year 2012. Less than 30 percent of all local units currently receive
statutory revenue sharing payments.

REVENUE SHARING
Fiscal Years 2012 and 2013 Executive Budget Recommendation B-65



. An incentive-based revenue sharing program is recommended in fiscal year 2012 funded
with $200 million in sales tax revenue. Cities, villages, and townships will receive
financial incentives for meeting specific standards and adopting best practices. Program
components will be included with Governor Snyder’s March 2011 special message on local
government reform.
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School Aid

he K-12 School Aid budget provides operational funding for the state’s public schools, an

integral component of the state’s overall education system, from preschool through college.
The Governor’s proposed budget for fiscal year 2012 recommends total funding of $12.2 billion, of which
$412.5 million is general fund. The estimated fiscal year 2013 budget totals $12.1 billion, including $345.2
million general fund.

Over 80% of State Funding for Public Schools
is Unrestricted Support for Basic Operations

Statutorily Required
and Other Payments
2%

Student Assessment
and Accountability

1% Basic Operations
83%
Supplementary &
School Meal Programs
4%
Early Childhood
Programs
1% Total: $10.5 billion
Special Education
9%
Highlights of the Governor’s Budget Recommendation
. The Executive Budget includes nearly $8.8 billion in funding for schools” basic operations,

a reduction of $564 million from the fiscal