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Michigan Treasury Responsibilities

Michigan Treasury has a wide range of responsibilities, including:
State and local tax policy

Economic and revenue forecasting

Administration and collection of over $24 billion in taxes and fees
Pension Investment ~ $65 billion in assets

Local government and school financial health

Higher education student financial assistance (MET, MESP)

Managing the State’s balance sheet

Managing the State’s relationship with Wall Street and rating agencies



Treasury’s Path Towards Best Operated

Treasury has made important strides in improving the speeaq,
fairness and effectiveness of administering the tax system; but there
is still much work to be done.

Building Blocks:

m Continuous Improvement

m Culture of taxpayer service

m Employee Engagement

Recent Progress:

m Average audit time cut by more than half (356 days to 156)

m [ncome tax correspondence backlog reduced (12,000 to zero)

m Call wait times cut in half (5:27 minutes to 2:11)



Overall Taxes Paid By Michigan Taxpayers
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Michigan Taxing Authority

m State

— Constitutional: property tax, sales tax, fuel tax usage,
some restrictions on income tax

— Statutory: income tax, oil and gas, alcohol, tobacco,
estate, lottery, motor vehicle registration

m Local
— Constitutional: property
— Statutory: income




Constitutional Taxing Provisions

m Income Tax
~ Prohibits graduated rate or base

m Sales Tax
- Sets maximum rate at 6%
- Earmarks 73% to education
- Earmarks 10% to cities, townships, and villages
- Exempts food and prescription drugs

m Motor Fuels
— Restricts for transportation purposes




Constitutional Taxing Provisions

m Property Tax
- Sets maximum rate for certain millages
— Limits assessment to 50% of true cash value

- Limits assessment increases to inflation, values
pop back up after sale

- Millages fall when assessments grow by more than
inflation (excluding new construction)

- Requires 3/4 vote of legislature to raise school
operating taxes

m Revenue Limit

— Restricts total state revenues to a fixed share of the
State’s personal income




State and Local Taxes Generate $40 billion

in FY 2018 ~ Big Three Counts for 85%

Income Tax

Sales/Use Tax

Property Tax (State and Local}

$10.2 bitlion

5 9.5 hillion

$14.0 billion

4.25%

6.0%

varies

General Fund (72%)
School Aid Fund (28%)

General Fund {21%)
School Aid Fund (69%)
Revenue Sharing (9%)

Local Units (86%)
School Aid Fund (14%)

Corporate Income Tax (C!T)
Michigan Business Tax (MBT)

Transportation
(Gas, Diesel, MV Registration)

Tobacco Tax

Other/Miscellaneous

$1,016 million
{5646 million)
S 2.8 billion

S 920 million

S 1.8 hillion

6.0%
Mostly credits

26.3 cents per gallon
value of vehicle

Cigarettes $2/pack;
other 32% wholesale
price

varies

Prepared by: Office of Revenue and Tax Analysis, Michigan Department of Treasury

General Fund
General Fund

Michigan Transportation Fund

General Fund
School Aid Fund
Medicaid Trust Fund
Other Funds

General Fund
Schoot Aid Fund



General Fund Revenue
Flat Since 2000

GF-GP Revenue: Actual & Inflation Adjusted
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Note: GF-GP figures are presented on a Consensus basis. FY2019-FY2021: Jan 2019 consensus estimates
Prepared by: Office of Revenue and Tax Analysis, Michigan Department of Treasury

Major General Fund

Revenues FY 2018
Income tax $7.3 billion
Sales & Use $2.1 billion
Insurance $393 millien
CIT/MBT $370 million
Cigarette $41.81 mitlion
Other taxes $296 million

Norn-Tax Revenue

TOTAL

$41.0 billion



School Aid Fund (SAF) Up 34% since 2000

Major School Aid Fund

(due to income tax and lottery revenue growth) | Revenues FY 2018
Sales & Use $5.9 billion
SAF Revenue: Actual & Inflation Adjusted TR TR $2.9 billion
{billions})
$16.0 o Property Tax $2.0 billion
$14.3
$14.0 Lottery $980 million
$12.0 Cigarette $344 million
$10.0
Real Estate $350 million
$8.0
$6.0 Other taxes
$4.0 TOTAL $13.3 billion
$2.0
() e e e e, :
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Note: SAF figures are presented on a Consensus basis, FY2019-FY2021: Jan 2019 consensus estimates
Prepared by: Office of Revenue and Tax Analysis, Michigan Department of Treasury 10



SAF - Higher Education Support
= In FY 2019, $908.3 million @E o oee | Universities
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Local Government Revenue

Property Tax Revenue: Actual & Inflation Adjusted

Property Tax $12.0 billion

Revenue Sharing $ 4.2 biflion

(billions) Income Tax $533 million

Fros FY 18
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Policy Changes Impact Revenue

GF use tax earmark to the Local Community . : ; _ » $0
Stabilization Authority: FY2018  Fy2018 FY2020  FY2021
* Beganin FY 2016
* $410.8 million in FY 2018 & o 7 1 #3200
+ $438.0 million in FY 2019 ]
. — — — -$600

Transportation earmark from personal
income tax begins in FY 2019
» $264 million in FY 2019, $468 million in ———————— S — -$900
FY 2020, $600 million in FY 2021

|
Homestead Property Tax Credit will be 2 _! 51200
expanded and cost over $200 million per .
year beginning in FY 2019 $1.500

“Sales Tax on the Difference” for purchases
with trade in vehicles increases by $35 to
$48 million per year

LCSA = Roads m HPTC mSTOD m DRF

Driver Responsibility Fees eliminated
*FY17 collections total about $70m 13



Transportation Funding Reform Provided
Some New Funding for Roads - Significant
Share is from the General Fund

Dollars in Millions

FY 2017 | FY 2018 FY 19-FY28
Motor Fuel $328 5428 $4,260
Vehicle Registration S150 5195 52,315
General Fund IIT Earmark S0 S0 55,275
New Transportation Revenue 5478 $623 $11,850

Income Tax Changes

Property Tax Credit Increase SO S0 (52,269)
Tax Rate Reduction Trigger S0 SO (52,536)
Net lIT Cut S0 S0 (54,805)

Prepared by: Office of Revenue and Tax Analysis, Michigan Department of Treasury

Transportation Taxes

» (Gastaxincreased 7.3¢/gallon

» Registration fees increased 20%
effective 1/1/2017

* General Fund Income tax
earmark to MTF FY 19 $264
million, FY 2020 $468 million,
FY 2021 & later $600 million

* Homestead property tax credit
increased by $200 miltion
beginning in FY 2019

* Income tax rate declines when
GF revenue grows faster than
inflation times 1.425, effective
FY 2023.



Michigan’s Tax Burden Declined Michigan Taxes
Relative to Other States [V e S

highest) in total state and local
tax burden in 2016.

Tax Category All 50 States 5 Great Lakes
States » Among the five Great Lake
States, Michigan has second
2010 2016 2016 lowest tax burden.
U.S. Census Bureau !} 1is highest
» Michigan's ranking is down from
Total State & Local Taxes e ® q 18th in 2010.
Personal Income Tax 34 31 4
Sl T 25 30 3 + Michigan property tax ranks 17
and CIT/MBT ranks 45,
Property Tax 11 17 3
Corporate Income/MBT 6 45 4

1) U.S. Census Bureau, Government Finances: Based on State and Local Taxes as a percentage of
personal income.

Prepared by: Office of Revenue and Tax Analysis, Michigan Department of Treasury



Michigan Trails U.S. in State and Local Taxes Per Capita
2018 Dollars
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Income Growth has Large Impact on Revenues

Personal Income Growth 2000-2016

86.3%

47.4%

United States Michigan

Source: Bureau of Economic Analysis 17






