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" State Budget Shortfalls Caused By

B Severe economic contraction led by domestic auto
industry

B State tax policy

B Increasing cost of health care and corrections
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' Structural Budget Deficits

B FY 2010-11

B GF shortfall approximately $1.3 billion

B SAF shortfall approximately $424 million
B FY 2011-12 (under all cuts scenario)

B GF shortfall approximately $500 million

B Per pupil cut of $165 plus potential FY 2010-11
per pupil cut of $268 are not restored

1 AGQENCY

‘ Big 3 Losing Market Share

2009, 2010 & 2011
are January 2010

3 U.S. Light Vehicle Sales =0—Big 3 Share Consensus Estimates

E 16.8 16.9 + 70%

N 16.5 161

151 151 1561 "IN —

139 F— ] O 130
: ‘<>~%>\ - 12.51 60%
\<K 11.2
\<>\ 10.3
\<>\ L 50%
~od

< o T 40%
30%

1993 1995 1997 1999 2001 2003 2005 2007 2009 2011

FScAL

February 2010 4

Source: A jve News and January 2010 Consensus Estimates




Michigan Vehicle Employment
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Job Growth in Michigan

88.0

09,10 & 11 are
January 2010
Consensus Estimates

L

(34.0)

(9.2)

(17.0)

(63.2) (58.7)

(76.7) (71.0)

(112.7) (108.2)

(85.0)

Thousands

(283.0)

Average Annual
Job Growth

91-00 01 02 03 04 05 06 07 08 09 10 11

FISCAL
L . Feb 2010 6
WacEncY Source: U.S. Bureau of Labor Statistics and January 2010 Consensus Estimates ebruary




Real and Nominal State GDP
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Real and Nominal State Personal
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Inflation Adjusted GF/GP Revenue
Down 43.4%b Since FY 2000
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Inflation Adjusted SAF Net Revenue
Down 15.7%b Since FY 2000
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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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Sales/Use Tax Share Declining

Taxable Sales as a Percent of Personal Income
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Impact of
Tax Exemptions/Credits/Deductions
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Reduced State Revenue
May Lead to Loss of Federal Aid
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Medicaid Impact on Michigan Budget

B For FY 09, approximately 22.4% of Michigan GF/GP revenue
is appropriated for Medicaid

B 1 of 6 Michigan residents were eligible for Medicaid in
April 2009

B 429% of births and 70% of nursing home expenditures
in Michigan are financed through Medicaid

B Total state and federal Medicaid appropriation is
over $9.9 billion in FY 09
B Since FY 1999-2000
B 88.49% increase in Medicaid funding
B 53.0%b growth in Medicaid caseload (564,000 cases)
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Corrections Budget Increases
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' Summary

This year, the GF/GP and SAF budgets are probably OK

In FY 2011, the GF shortfall is about $1.3 billion and the SAF shortfall
is about $424 million

In FY 2012, the GF shortfall could exceed $500 million

Transportation revenue shortfalls could lead to loss $2.0 billion
federal transportation funds by 2014

Revenue is about $9.0 billion below the Headlee limit since 2000

The state economy has contracted about 3.5%b since 2000 — due
primarily to the restructuring of the auto industry

Real GF/GP revenue is down 43.4%b since FY 2000

Real SAF revenue is down 15.7%b since FY2000 — and 16.6%b since
first year of Proposal A

A 3.5% contraction in the state economy doesn't fully explain revenue
declines

The structure of the state tax code is a real problem
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