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Budget Time Frame

G e n e ra | At any time during the fiscal year, SFA fiscal analysts may be engaged in program analysis, information
gathering, and budget tracking. The annual creation of the State budget, however, provides the most common
framework by which fiscal analysts serve the Senate. '

Timeline

Legislative action to develop the annual budget for the State fiscal year begins in January and typically ends by

early July. Budgetary adjustments, including supplemental appropriations and transfers between line items, are
necessary throughout the fiscal year.

The table below describes the activities surrounding the creation and maintenance of the annual State budget,
including legislative activity and the SFA's role in the process, based on the customary time frame.

JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST SEPT. OCT. NOV.  DEC.
Legislative Action Legislative Action
Governor's State of the  Governor's Budget targets Governor signs
State s delivered and budget is Subcommittees make are negotiated appropriation bills and New fiscal year begins
budget recommendation  delivered, decisions, Appropriations between the issues vetoes. Veto October 1. Appropriations
is prepared for legislative Committee meets, floor votes Executive and overrides are considered. Committee considers book-
submission to the action take place. Legislature. Current-year budget closing transfers.
Legislature. begins. Conference adjustments are
Committees considered. Fiscal year
meet. ends September 30.

Senate Fiscal Agency Action

Senate Fiscal Agency Action

First Consensus SFA presents  Decision documents are prepared, SFA provides Analysis of initial SFA Year-End Appropriations
Revenue Estimating analysis of SFA works with Subcommittee staff supportto  appropriations legislation Report is generated. SFA
Conference (CREC) is Governor's chairs and members to develop Conference is completed. Initial Economic and Revenue
scheduled. SFA budget. proposals, substitute bills are negotiations, and  Appropriations Reportis  Forecast is released.
prepares applicable  Subcommittee prepared and analyzed, prepares and distributed. Year-end budget adjustments
documents, schedules hearings amendments are drafted. SFA analyzes budgetary adjustments and supplementals, Executive
future hearings, and begin. revenue forecast is released. Conference lapse estimates are Orders) are analyzed as
provides background Second CREC is held in May. Reports. completed. needed.
briefings.




Budget Steps (Generally)

1. January Consensus
Revenue Estimating
Conference (CREC)

7. The Senate reviews the
House’s proposed budget
bills.

8. May Consensus
Revenue Estimating
Conference

2. Revenues from CREC
are used in Governor’s
Budget

6. The Senate debates
the budget bills on the
Floor and sends to
House.

9. The Senate Appropriations Chair,
the House Appropriations Chair, and
officials from the State Budget
Office work to come to agreement
on spending levels for each
department, considering the
updated revenues from the May
CREC

3. Governor released
budget recommendation
(Feb 5)

5. The Appropriations
Committee debates the
substitute budgets for
each Department and
reports bills to the Floor.

10. Targets are passed
along to subcommittees
who work out
compromise budgets

4. Appropriations Committee (and
its subcommittees) use the next
two months to examine the
Governor’s budget and craft a
Senate substitute (department by
department)

4. (cont.) The Appropriations Chair
reviews spending levels in each
department proposed by the Governor,
and balances those against the spending
levels (and programs) desired by the
Senate. The Chair then provides
suggested target spending levels to each
subcommittee.




Supplementals

= b

A supplemental A supplemental
spends additional reduces money
money in the available for the
current year’s next year.
budget.

il

Supplementals can be done at any
time during the year but often are
done when final budgets for the
next year are being drafted.



Where State of Michigan Tax Dollars Are Spent
Fiscal Year 2024-25 Initial Adjusted Gross Appropriations

Lic.& Reg. Affairs/Ins. & Fin. Services
$698,924,100 0.9%

Agri/Rural Dev. & Nat. Res. & EGLE
$1,725,992,000 2.1%

Revenue Sharing
$1,775,490,000 2.2%

Judiciary
h $371,039,100 0.5%

Health and Human Services
$37.631,520,000 46.3%

5t. Police/Military/V eterans Affairs
$1,201,721,000 1.5%

Corrections
$2,147,379,000 2.6%

.___General Governm ent
$4,640,511,000 5.7%

d Transportation
$6,803,583,000 8.4%

Community Colleges & Higher Education

$2,786,513,000 3.4%
K-12 & Dept. of Education

$20,809,250,000 25.6% Lifelong Education, Advancement, & Potential

$643,994,200 0.8%

Health/Human Services
Education

Transportation

. General Government

Public Safety

Revenue Sharing
Agriculture/DNR/EGLE
Lic. & Reg. Affairs/Ins.

Senate Fiscal Agency - September 23, 2024



Appropriations by Source of Funds
FY 2024-25 Initial Adjusted Gross Appropriations

Local & Private

0.7% Federal

41.7%

State Restricted
39.3%

General Fund/General Purpose
18.3%

Total = $ 81.235,921,100




State Spending From State Resources
FY 2024-25 Initial Appropriations

Transpu;'ﬁtatmn Health & Human Services

9-4 22.7%
Other
17.6%

Education
45.6%
Corrections
4.6%

Total = $ 46.818,905.000




General Fund/General Purpose
FY 2024-25 Initial Appropriations

Health & Human Services
45.2%

Education
14.4%

Corrections
14.1%

Total = $ 14,875,459.700




(dollars in

millicns)

MICHIGAN'S MAJOR TAXES: REVENUE ESTIMATES, TAX RATES, AND YIELDS FOR FY 2024-25 & FY 2025-26

Revenue Estimates (a)

Examples of

Revenue Impact Due
To Change in Rate (i)

Fv 2024-25 Fy 2025-26 Current Fy "25 Fy "26 History of Tax Rate Changes:
Met Met Tax Rate Rate Rev Change| Rev Change
Tax Rewvenue Rewvenue Change Eff. 1/1/25 Eff. 1711/25
1967 2 6% 1971 3.9% 20043 9% Fi1
|Iindividual lIncome Tax: 1975 4 6% 1982 5.6% 4M1
Gross Collecions $16,802.5 17, 175.1 4 554 1982 4. 6% 101 1983: 6.35% 2007:- 4.35% 10v1
Refunds -3.150.0 -3.208.5 15984: 5.35% M1 1986: 4 6% 2012 4.25% 10V
Met Income Tax 13,6525 $13,966.6 0.1% 2240 53643 1994 4 4% S/1  2000: 4.29%% 2023 4.05%
2002 4_1% 2003: 4.0% 2024: 4 25%
1% of- (k)
Sales Tax () $10,688.8 $10,872.7 6.0% | first 49 of 6% $1,358.6 $1,842. 1| 1933: 3.0% 1960: 4.0%
last 2% of 6% 41,2911 1.752.1] 1994 6.0% S5M1
Use Tax [c) $2 849 58 $2.950.0 6.0% 1.0% $355.2 491 7| 1937: 3.0% 1960: 4.0%
1994 6_0% S
Corporate Income Tax 52200 522755 610% 1.0% E277.5 5379 3| Rate has not changed.
1847 3 cants/pk 18959 4 cenis/pk
Tobacco Tax $6550.0 3541.0 1951: 5 cents/pk 1962: 7 centsipk
Cigarettes $540.0 $530.0| $2 0pack S0 10/pack S20.0 $26.2| 1970: 11 cents/pk 1382 21 centsipk
COther Tobacco Products $110.0 F111.0| 32% whola- 2.0% 5.1 F6.9] 1987: 25 cents/pk  1293: TS cents/pk
sale price 2002 $1.25pk B/1 2004: S2ipk 711
1859 Liquor excise tax established - 4 09
Liguor Tas (d) $85.4 5567 4.0% 1.0% $15.9 $21.6]| 1952: Liguor specifiic tax established - 4.0%
1972 Liquor specific tax established - 1.85%,
repealed 10/M/2012
1985 Liquor specific tax established - 4.0%
15933: 51 25bamel 1959 52 _Svbamme|
Beer Tax () $36.5 F$37.3| $6._30/Darrel Flbarms] 4.3 $5.9] 1962 $6.61barmel 1966 $6 3I0barmel
(=) (e}
1937 $0.50vgallon
Wine Tax (f) 9.1 $9.3 () F0.01Miter S0.5 F0.7| 1981: w 16% alcohol 13.5 centsfiter
1981 w =16% alcohol 20 centsfliter
1989 mixed-spirit drinks 48 centsiliter
2021 mixed-spirit drinks 30 cents/iter
1999 5_1% of ad]. gross recaipts
Casino Gaming Tax {g) $102.0 $103.8 B8.1% 1.0% 5.4 $12.8]| 2004: 12.1% of adj. gross receipts 91
FyO7- 8. 1%-12_1% FYD9: &.1% 209
Real Estate Transfer Tax 4120 F31.8 0.7 5% 0.25% $103.0 $143.9| Ratse has mot changed.
1994: & mills
State Education 2. 8700 $2.956.1 B mulls 1 mnill 4783 F492. 7| 2003: 5 mills (one-year reduction only)
Property Tax 2004 & mills
1883 13 cents/gal. 2022 FF 2 cents/gal.
Gasolineg Tax (k) $1,297.0 $1.,325.0| $0.2Z72gal. 50.01/0gal. 5340 544 1| 1984: 15 cents/gal. 2023: 28.6 cents/gal.
1997 19 centsigal. 2024 300 cents/gal.
2017 26.3 c:ents.l'g.'i_ 2025: 31.0 centsigal.
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FY 2024-25 GF-GP Revenue Sources
(January 2025 CREC) $14,715.5 million

Sales Tax
$1,637.3
11.1%

Business Taxes
$1,686.6

11.5%
Individual Income Tax

$8,877.9

60.3% Tobacco Taxes

$129.2

0.9%
Non-Tax Revenue

$788.6

[0)
Other GF—GPq"a%(é)s
$350.7
2.4%

Sfﬁ Dollar amounts in millions

Source: January 2025 Consensus Revenue Estimating Conference.

11



G

Sfﬁ Dollar amounts in millions

FY 2024-25 School Aid Fund Revenue Sources
(January 2025 CREC): $18,459.6 million

Income Tax Earmark Gaming

$4,104.8 $527.0
22.2% 2.9%

Liquor Excise SET
$80.9 $2,870.0
0.4% 15.5%
Tobacco Taxes
$223.3
1.2%
Lottery
$1,255.0
6.8%
Marijuana Excise
RET $118.0
Sales Tax $412.0 0.6%
$7’83?'8 2 20
42.4% Other SAF Taxes Use Tax
0.4% 5.2%

Source: January 2025 Consensus Revenue Estimating Conference.

12



Governor’s

FY 2025-26 Buc

Reco

mmendati

ighlights

get
on


https://sfa.senate.michigan.gov/Publications/Approps/GovsRec_MostRecent.pdf
https://sfa.senate.michigan.gov/Publications/Approps/GovsRec_MostRecent.pdf
https://sfa.senate.michigan.gov/Publications/Approps/GovsRec_MostRecent.pdf
https://sfa.senate.michigan.gov/Publications/Presentations/SAC_GovRecFY26_Presentation02-12-2025.pdf
https://sfa.senate.michigan.gov/Publications/Presentations/SAC_GovRecFY26_Presentation02-12-2025.pdf
https://sfa.senate.michigan.gov/Publications/Presentations/SAC_GovRecFY26_Presentation02-12-2025.pdf

Tax Proposal
in the
Governor’s
Budget

(Fee proposals
discussed
later in the
presentation)

* Vaping and non-tobacco nicotine products tax

* 32% tax on wholesale price (same as other non-
cigarette tobacco products)

» Effective date of January 1, 2026

* $42.8 million raised in first year; $57 million raised on a
full fiscal-year basis

» $5 million cancer prevention strategies
» $8.9 million smoking prevention

» $7.5 million children’s coordinated health care (for
transition from residential facilities back into the
community)

» $21.4 million for Medicaid Benefits Trust Fund for
health care coverage for low-income and disabled
individuals

* Reduces $21.4 million of GF/GP Medicaid costs in
DHHS /

> 4

I



Amount $, billions

10-year Budget Changes

Adjusted Gross Totals, FY 2016-17 through Exec. Rec. FY 2025-26

, $83.5B
80.0 +$5.2 B
Michigan’s state budget has increased
70.0 by $28.9 billion from FY 2016-17 to +$11.7 B
- Exec. Rec. 2025-26
60.0 +$11.9B
$54.6 B

50.0

40.0

30.0

20.0

10.0

2016-17 2025-26
Fiscal Year

Local/Private Funds: +$0.1 billion
0.6% of budget growth

GF/GP 18.0% of budget growth

State Restricted Funds: 40.3% of budget growth

Federal Funds: 41.1% of budget growth



Overall Observations - High-Level

How the GF/GP balance is spent down How the SAF is spent down
* FY 25 supplemental - S380m * FY 25 supplemental - S25m

* FY 25 BSF/Legislation - S50m; UIA * FY 26:
reserve - S40m Fund deposits - $341m

* FY 26 CSBs - $605m ($495m DHHS) Foundation allowance - $516m
e FY 26 economics - $121m Special education costs - $131m

Consolidation grants - $150m
* FY 26 one-times - $649m Best practices - $232m

* FY 26 investments total $298m: CTE-5125m
* S50m MAS (scholarship) deposit
e S70m 4% university ops increase
* S33m healthcare for vulnerable adults

* FY 26 BSF deposit - S50m; UIA reserve
- S40m

G

Sf CSB — current services baseline: ie, how would the cost of today’s services change next year



Largest One-Time Spending Requests
(Fiscal Year 2025-26)

General Fund/General Purpose*

School Aid Fund**

> N
Federal MDOT Match - $112m Deposits into Reserve Funds -
S341m
\ Y
™ )
DHHS DSH Repayment - S79m Consolidation Grants - $150m
/ J
™ N
EGLE LSL Replacement - S50m CTE Programs - $145m
Y,
2 N
MILEAP Child Care Fed \
FRE— < - 550m Best Practices - $125m
J/ . J
™ )
BSF Deposit - $50 million MPSERS Teaclj(;rgglrialth Care Cost

)

G

fﬁ *A total of 34 one-time items proposed, totaling $648.7 million.  **A total of $646.0 million SAF for six items
ST=- plus $214.0 million from reserve funds.



Proposed Fee Increases Affecting
FY 2025-26 Budget - $142.7 Million

Estimated Annual Revenue
Department Fee : e
Dollars in Millions

EGLE Water resource division fees (41.0 FTES)

EGLE Underground gas storage fees (3.0 FTES) 0.5

Recreation passport:

el Hesoltes Change from opt-in to opt-out 17.2

- Total $142.7
sf*% o




Notable Budget Implementation Bills
(Other Than Fee Proposals)

Eliminate repayment to BSF for $17.5 million would be available in
Detroit bankruptcy Merit Award Trust Fund

Broaden tuition assistance to
DMVA Add childcare benefits for NG include childcare for when members

are called to service for training

N/A

G

%



Budget Stabilization Fund Year-End Balance
With Estimates for FY 2024-25 and FY 2025-26

I Current Law BSF Year-End Balance 52,3095

FY 2025-26 Governor's Recommendation
2,000 [$1,990.4]

$1,588.0]
1,500
[$1,264.4] $1,382.4]
[$1.202.5]
$1.148.6|
$1,006.0
1,000
$829 1
$710.0]
$612.4]
$505.6] [$498.1)
50
$3651 $386.2]
$0 ] . . .
0 I 20 $20] §21] s22] §22] 22 622

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Fiscal Year

Amount $, millions

o

?“ The Executive Budget includes a recommendation to deposit $50.0 million into the BSF for FY 2025-26.
S



QUESTIONS &
DISCUSSION




517-373-2768

Contact
Information

Kathryn Summers,
Sfa.Senate.Michigan.gov Director

ksummers@senate.Michigan.gov
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