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Table 1
Consensus Economic Forecast

January 2010
Percent Percent Percent
Calendar Calendar Change Calendar  Change Calendar  Change
2008 2009 from Prior 2010 from Prior 2011 from Prior
Actual Forecast Year Forecast Year Forecast Year
United States
Real Gross Domestic Product $13,312 $12,966 -2.6%  $13,251 2.2%  $13,609 2.7%
(Billions of Chained 2005 Dollars)
Implicit Price Deflator GDP 108.5 110.0 1.2% 111.0 0.9% 112.8 1.6%
(2005 = 100)
Consumer Price Index 2153 214.7 -0.3% 220.5 2.7% 225.6 2.3%
(1982-84 = 100)
Consumer Price Index - Fiscal Year 214.5 213.8 -0.3% 219.1 2.5% 224.1 2.3%
(1982-84 = 100)
Personal Consumption Deflator 121.6 122.0 0.2% 124.4 2.0% 126.5 1.7%
(2000 = 100)
3-month Treasury Bills 1.4 0.2 0.2 0.9
Interest Rate (percent)
Aaa Corporate Bonds 5.6 5.3 5.0 49
Interest Rate (percent)
Unemployment Rate - Civilian 5.8 9.3 10.2 9.7
(percent)
Housing Starts 0.901 0.580 -35.6% 0.710 22.4% 1.100 54.9%
(millions of starts)
Light Vehicle Sales 13.2 10.3 -22.0% 1.2 8.7% 12.5 11.6%
(millions of units)
Passenger Car Sales 6.8 5.4 -20.6% 5.8 7.4% 6.6 13.8%
(millions of units})
Light Truck Sales 6.4 49 -23.4% 5.4 10.2% 5.9 9.3%
(millions of units)
Import Share of Light Vehicles 254 26.7 25.5 26.0
(percent)
Michigan

Wage and Salary Employment 4,159 3,876 -6.8% 3,791 -2.2% 3,757 -0.9%
(thousands)
Unemployment Rate 8.4 14.1 15.7 15.3
(percent)
Personal Income $349,612  $340,173 2.7% $343,575 1.0% $349,416 1.7%
(millions of dollars)
Real Personal Income $170,752  $167,145 -2.1% $164,863 -1.4% $164,508 -0.2%
(millions of 1982-84 dollars)
Wages and Salaries £187.914  $173,069 -7.9% $171,338 -1.0%  $172,366 0.6%
(millions of dollars)
Detroit Consumer Price Index 204.7 203.5 -0.6% 208.4 2.4% 2124 1.9%
(1982-84 = 100)
Detroit CPI Fiscal Year 204.6 202.8 -0.9% 207.5 2.3% 211.4 1.9%

(1982-84 = 100)
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'I Michigan Vehicle Employment
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' Property Value Growth Slowing

Yearly Change
Inflation Rate
Multiplier Total SEV Total Taxable
Growth Yalue Growth
1996 2.8 % 7.5 % 5.1 %
,,,,,,,,,,,,,, 1997 2.8 % 8.2 % 57%
1998 2.7 % 9.5 %  61%
1999 1.6 % . 9.9% 6.0 %
2000 1.9% 9.0 %  559%
....2001 3.2 % 10.0 % 7.1% ..
2002 3.2% .98%  67% .
2003 1.5% 7.5% 4.8 %
2004 23% _ 63% 5.7 % B
2005 2.3 % 59% ~ 5.6%
2006 3.3%  50% 58%
2007 .. 37% . .38% . 52%
2008 2.3 % ~1.3 % 1.4%
2009 4.4 % -5.4 % ~0.8 %

January 2020 4




3 Michigan Per Capita Income
' Deviation from National Average
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Actual Dollars
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'I Sales/Use Tax Share Declining

Taxable Sales as a Percent of Personal Income
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Impact of
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| Constitutional Revenue Limit

Average growth of Michigan personal income = 2.7% per year from 2000 through 2011

Average decline of Michigan revenue = 0.1% per year from 2000 through 2011
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HFA GF/GP BALANCE SHEET: UPDATED 01/11/10

ESTIMATED BEGINNING BALANCE
JAN CONSENSUS
REVENUE SHARING FREEZE/CUTS SAVINGS
SHORT TERM BORROWING TO SAF
TRANSFER LPRF & CORP FEES TO GF
TRANSFER SSFF TO GF
TRANSFER TDEF TO GF
REPLACE QAAP W/USE TAX
SUBTOTAL

ANTICIPATED REVENUES -- LEGISLATION NEEDED
TRANSFER 21st CENTURY JOBS TRUST FUND TO GF
TRANSFER MI RAIL ASSISTANCE BALANCE FUND TO GF
TRANSFER MERIT AWARD TRUST FUND TO GF
SUBTOTAL

ANTICIPATED REVENUES

ENACTED EXPENDITURES

ANTICIPATED REDUCTIONS
UNSPECIFIED ADMIN SAVINGS
EMPLOYEE CONCESSIONS
CONTRACT SAVINGS

ANTICIPATED EXPENDITURES

ANTICIPATED ENDING BALANCE (1)

FY 2009-10

$176.7
$6,898.4
$495.2
$45.0
$1.5
$1.6
$12.0

$339.5
$7,969.9

$37.5
$5.8

$140.0
$183.3
$8,1563.2
$8,128.0

($10.0)
($27.5)

($20.0)
$8,070.5

$82.7

(1) SBO believes most or all FY 2010 balance will be required to meet increased caseload costs.



HFA GF/GP BALANCE SHEET: UPDATED 01/11/10

LINE # FY 2010-11
1 ESTIMATED BEGINNING BALANCE $0.0
2 JAN CONSENSUS $6,968.4
3 REVENUE SHARING FREEZE/CUTS SAVINGS $427.3
4 OTHER ADJUSTMENTS TO REVENUE
5 SHORT TERM BORROWING TO SAF $45.0
6 TRANSFER LPRF & CORP FEES TO GF $1.5
7 TRANSFER TDEF TO GF $12.0
8 REPLACE QAAP W/USE TAX $341.0
9 TRANSFER 21st CENTURY JOBS TRUST FUND TO GF $37.5
10 TRANSFER MERIT AWARD TRUST FUND TO GF $140.0
11
12 ANTICIPATED REVENUES $7,972.7
13 ENACTED EXPENDITURES $8,128.0
14 FY 2010-11 EXPENDITURE ADJUSTMENTS
15 REPLACE FY 2010 ARRA $973.0
16 FY 2011 ARRA SUPPLANTS GF ($209.0)
17 REPLACE HE ARRA WITH GF $75.9
18 DCH CASELOAD/UTILIZATION $150.0
19 FMAP ADJUSTMENT DCH & DHS (ADMIN ESTIMATE) ($85.0)
20 ADDITIONAL DEBT SERVICE & SBA RENT $84.3
21 EMPLOYEE ECONOMICS $132.0
22 DHS CASELOAD ADJUSTMENT $15.0
23 OFFSET GF W/ADDITIONAL TANF ($44.0)
24  ANTICIPATED EXPENDITURES $9,220.2
25 ANTICIPATED ENDING BALANCE ($1,247.5)

C:\Documents and Settings\Mbean\My Documents\MAY 14TH GF BALANCE ESTIMATES.xis



SCHOOL AID BALANCE SHEET
(Dollars In Millions)

ESTIMATED REVENUE

ESTIMATES OF SCHOOL AID FUND

Beginning Balance
Jan 2010 Revenue Conference
Subtotal

ESTIMATED OTHER SCHOOL AID REVENUE
General Fund/General Purpose Grant
ARRA
Federal Aid
Subtotal

TOTAL REVENUE

ESTIMATED EXPENDITURES

BALANCE

FY 2009-10 FY 2010-11
$229.2 $53.8
$10,458.1 10,480.5
$10,687.3 $10,534.3
$30.2 $30.2
$450.0 $184.1
$1,601.8 $1,601.8
$2,082.0 $1,816.1
$12,769.3 $12,350.4
$12,715.5 $12,774.4
$53.8 ($424.0)



HOUSE
MEMORANDUM FI%C —

AGENCY

DATE: January 20, 2010
TO: House Appropriations Committee
FROM: Mitchell E. Bean, Director ’W@

RE: School Districts with Negative Fund Balance

At the end of FY 2008-09, there were 40 districts with a negative fund balance. It is
difficult to know for sure how many districts will be in deficit by the end of FY 2009-10.
There are 76 additional districts which could be in danger of being in deficit because their
fund balance at the end of FY 2008-09 was less than their lost school aid revenue from
the $165 per pupil reduction made in FY 2009-10.

However, those districts may have adjusted their current year expenditures in order to
bring spending in line with those revenue reductions in order to end the year in balance.
While the $165 per pupil reduction has a significant impact on district budgets, another
major factor is the loss of pupils over anticipated levels which could add to the number of
districts in deficit.

It is too soon to be able to project how many districts could be in deficit for FY 2010-11.
Even with an estimated revenue shortfall for School Aid which could equate to a $268 per
pupil reduction, districts still have over 5 months to adopt their budgets for the following
school year and reduce expenditures in anticipation of such reductions.

Attachment



School Districts in Deficit as of June 30, 2009

FY 2008-09

General Fund FY 2008-08 Deficit as
District Current Operating Year End Percent of
Code District Expenditures Deficit  GF COE
04901 Bingham Academy $1,214,508 -$138,097 -11.37%
11010  Benton Harbor Area Schools $41,888,723 -$11,523786  -27.51%
11905 Dream Academy $1,360,611 -$42 593 -3.13%
31010  Hancock Public Schools $6,780,957 -$1,605,570 -23.68%
32090 Owendale-Gagetown Area Schools $1,873,304 -$27,472 -1.47%
35020  Hale Area Schools $5,911,734 -$117,633 -1.99%
38903  Jackson Arts and Technology PSA $1,347,498 -$127,800 -9.48%
46080  Hudson Area Schools $8,350,846 -$195,898 -2.35%
47010  Brighton Area Schools $56,372,633 -$2,396,282 -4.25%
49040  Les Cheneaux Community Schools $3,324,530 -346,473 -1.40%
50020  East Detroit Public Schools $49,632,900 -$3,813,147 -7.68%
50070  Clintondale Community Schools $31,727,507 -$5,230,637 -16.49%
50160 Mt. Clemens Community School District $25,205,873 -$949,010 3.77%
50170  New Haven Community Schools $11,989,312 -$394,143 -3.29%
52110  Republic-Michigamme Schools $1,691,852 -$64,519 -3.81%
52180  Ishpeming Public School District $7.646,502 -$468,964 -6.13%
61020 Muskegon Heights School District $22,033,838 -$1,340,713 -6.08%
63030  Pontiac City Schoo! District $94,227,114 -$8,533,503 -9.06%
63070  Avondale School District $37,126,367 -$1,102,339 -2.97%
63130  Hazel Park City School District $54,181,197 -$1,774,492 -3.28%
63250  Oak Park City School District $46,439,929 -$3,032,012 -6.53%
63919  Woodmont Academy $2,852,355 -$49,997 -1.75%
66045  Ewen-Trout Creek Consolidated School District $2,701,755 -$1,087,795 -40.26%
70901 Walden Green Montessori $1,444,368 -$193,744 -13.41%
80040  Covert Public Schools $11,027,698 -$1,002,758 -9.09%
81020  School District of Ypsilanti $50,541,481 -$2,212,805 -4.38%
81150  Willow Run Community Schools $23,619,791 -$3,007,673 -12.73%
81907 Victory Academy Charter Schoo! $1,131,079 -$47, 368 -4.19%
82010  Detroit City School District $1,178,119,496  -$218,969,421 -18.59%
82050  Garden City Schoaol District $44,725,994 -$471,497 -1.05%
82060 Hamtramck Public Schools $28,928,289 -$1,118,967 -3.87%
82070  Highland Park City Schools $29,345,494 -$3,070,471 -10.46%
82080  School District of the City of inkster $30,233,860 -$10,049,858  -33.24%
82120  River Rouge School District $13,293,089 -$2,166,650 -16.30%
82240  Westwood Community Schools $23,473,023 -$2,664,334 -11.35%
82250  Ecorse Public School District $10,707,423 -$239,538 -2.24%
82716  Vista Meadows Academy $420,607 -$4,216 -1.00%
82903  Aisha Shule/WEB Dubois Prep. Academy School $2,211,414 -$186,855 -8.45%
82959  West Village Academy $4,025,709 -$10,381 -0.26%

82992 Northpointe Academy $2,447,110 -$126,906 -519%



HOUSE
MEMORANDUM Fl%C —

AGENCY

DATE: January 20, 2010
TO: House Appropriations Committee
FROM:  Mitchell E. Bean, Director 7225

RE: Potential Budget Cuts

We produced this list of potential budget cuts because numerous Members have posed the
question; "If the Legislature were to reduce the General Fund/General Purpose (GF/GP)
budget by over $1 billion in FY 2010-11, what types of budget cuts would need to be
considered?”

Most of the GF/GP budget is concentrated in these areas:

Colleges and Universities represent 22.2% of GF/GP spending,

DCH represents 28.3% of GF/GP spending,

DOC represents 23.4% of GF/GP spending,

DHS represents 10.5% of GF/GP spending,

and MSP represents 3.3% of GF/GP spending.

Debt service represents 4% of GF/GP spending, but that must be paid.

onswN =

Combined they represent about 92% of GF/GP spending this year. Hence, the Legislature
would need to take a serious look at cuts in these five areas -- excluding debt service. In
addition, the Legislature would need to consider cuts to statutory revenue sharing.

The following list contains potential options to cut the budget. It is important to note that
they are not my recommendations, but should be considered options.

It is also important to note that each cut has important consequences that | would urge
the Legislature to consider before they make any decision.

Attachment
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