
STATE OF MICHIGAN
IN THE COURT OF APPEALS

V

TAXPAYERS FOR MICHIGAN
CONSTITUTIONAL GOVERNMENT,
STEVE DUCHANE, RANDALL BLUM,
And SARA KANDEL,

Plaintiffs,

THE STATE OF MICHIGAN, THE
DEPARTMENT OF TECHNOLOGY,
MANAGEMENT AND BUDGET OF THE
STATE OF MICHIGAN; and the MICHIGAN
OFFICE OF THE AUDITOR GENERAL,

Defendants

JOHN C. PHrLO (P5272t)
ANTHONY D. PARIS (P7tszs)
Attorneys for P laintiffs
SURAR LAW CENTER
FOR ECONOMIC & SOCIAL JUSTICE
4605 Cass Avenue, Second Floor
Detroit, MI48201
(313) 993-4sos

JOHN E. MOGK (P17866)
ROBERT A. SEDLER (P31003)
Co'Counsel for Plaintiffs
WAYNE STATE UNIVERSITY LAW SCHOOL
471 W. Palmer Ave.
Detroit, MI48202
(3r3) s77-39ss

TRACY ANNE PETERS (P7618s)
Co-Counsel for Plaintiffs
TRACY A PETERS PLLC
3494Harvard Rd.
Detroit, }j{I48224
(313) 6e3-51ss

Court of Appeals No. 334663

BILL SCHUETTE, Attorney General
AARON D. LTNDSTROM (P729r6)
Solicitor General Counsel of Record
MATTHEW SCHNETDER (P621 90)
Chief Legal Counsel
ADAM P. SADOWSKT (P73864)
MATTHEW B. HODGES (P72193)
DAVrD W. THOMPSON (P7s3s6)
MTCHAEL S. HrLL (P73084)
Assistant Attorney General
Attorneys for D efendants
P.O. Box 30754
Lansing, MI 48909
(st7) 373-3203

DENNTS R. POLLARD (P18981)
JENNTFER C. HrLL (Ps9023)
Attorneys for Amici Curiae
2600 Troy Center Drive
P.O. Box 5025
Troy, MI 48007-5025
(248) 851-es00

t{
Fl

e
&

F
o
t.l
&
I
ri
v)

BRIEF OF AMICI CURIAE

R
E

C
E

IV
E

D
 by M

C
O

A
 3/13/2018 4:36:13 PM



f.)

&

'F
a
9J

&
I
rd
.A

TABLE OF CONTENTS

PAGE

Index of Authorities 111

I. Interest of Amici Curiae

Argument 1

II. Framework for Argument.;.......... ................1

m. Analysis of State Financial Data Pertaining to $30........... ..............6

ry. Revenue Sharing Reductions as a Part of Municipal Revenue Reductions .....16

V. The State's Headlee Prohibited Tax Shift 18

VI. Brief History of Post-Headlee Amendment Funding Under $30 but Pre-Proposal A.......20

VII. Post-Proposal A Funding for Local Units of Government Under $30 ......24

VIII. Amici Curiae's Concurrence with the Plaintiffs' Positions on the Remaining
Counts of Plaintiffs' Complaint .28

....29

11

R
E

C
E

IV
E

D
 by M

C
O

A
 3/13/2018 4:36:13 PM



Adair v Mich,
486 Mich 468,477-478;785 NW2d 119 (2010) 5

frl
,l
o
&

F

F
o
[.1

&
a
H
a

Airlines Parking, Inc v Wayne Co,
452Mich 527, 532;550 NW2d 490 (1996) ....

Bolt v City of Lansing,
459 Mich 152,161;587 NW2d 264 (1998) ....

Durant v State Bd of Educ,
424Mich364,378;381 NW2d 662 (1985) .... .6,26

Oakland Co v Dep't of Mental Health,
178 Mich App 48, 54-55;443 NW2d 805 (1989) .21,22

Waterford Sch Dist v State Bd Of Educ,
130 Mich App 614,620;344 NW2d 19 (1983).. ...................4

Waterford Sch Dist v State Bd of Educ,
98 Mich App 658, 663;296 NW2d 328 (1980) ,....................6

White v Ann Arbor,
406 Mich 554,562;281 NW2d 283 (1979) ... 9

STATUTES

MCL t4t9n (4) ..........,... I6

MCL 141.913(3).......

MCL 330.1001

t6

OTHER AUTHORITIES

OAG, 1982, No. 6022 '))

21

iii

R
E

C
E

IV
E

D
 by M

C
O

A
 3/13/2018 4:36:13 PM



c oN s rrruTr ONAL -PROYI sroJll s

Const 1963, art 12, 5 2. .......6

,.,,,..|6

passirn

Const 1963,afi9, $ 10

Const 1963,artg, $ l1

Const 1963, art 9, $ 25.,,.........

Const 1963, afi 9, $26.......

Const 1963, art 9, $ 28......

Const 1963, artg, S 29

Const 1963,art9, $ 30..........

Const 1963,art 9, $ 33

Const 1963,afi9, $ 34......

. passim

,...,..4,5

18,28

passtn

.......1, 2,11,28
tr)
j

A
&

>

F
v)
EI

&
U
kl
{t)

,4

iv

R
E

C
E

IV
E

D
 by M

C
O

A
 3/13/2018 4:36:13 PM



il

a
&

F
v)
t{
&
(J

frl
U)

BRIEF OF AMICI CURIAE MICHIGAN MUNICIPAL LEAGUEI
GOVERNMENT LAW SECTION OF THE STATE BAR OF MICHIGAN;

MICHIGAN ASSOCIATION OF COUNTIES: AND MICHIGAN TOWNSHIPS
ASSOCIATION

NOW COMES the Amici Curiae and submit, through their undersigned counsel,

DENNIS R. POLLARD and JENNIFER C. HILL, this brief on the issues before the Court in

this suit.

I. INTEREST OF AMICI CURIAE

The Amici Curiae are each organizations which share in their concerns with the

application of, in this case, the interpretation of the 1963 Michigan Constitution as it applies

to Michigan municipalities, specifically under $ 30 of the Headlee Amendment.l Amici stand

ready to provide further argument on other points than are addressed in this Brief if it would

be of assistance to the Court.

ARGUMENT

il. FRAMEWORK FOR ARGUMENT

Plaintiffs' complaint and pending motion for summary disposition in this suit alleges

that the Defendants ("state" or o'state government") are not providing the required proportion

of funding pursuant $ 30 of the Headlee Amendment to the Michigan Constitution2 to

municipalities, including Michigan cities, villages, and townships ("CVTs") and counties

("Counties"). Each of those entities is expressly defined as units of "Local Government" in $

33 of the Headlee Amendment.3 Michigan municipalities along with all other units of local

government, taken as a group, are entitled under $ 30 of the Headlee Amendment to a guarantee

l Const 1963,art9, $ 30.
2 Id.
3 Const 1963,art 9, $ 33.
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of payment by the state a proportion of total state spending which shall be no less than (i.e.,

"shall not be reduced below") the same proportion of total state spending paid to them during

the 1978 - 1979 state fiscal year.4 Local Governments' proportion of total state spending in

1978 - 1979 under $ 30 has been established as 48.97%. This proportion is not disputed.

This provision, when read in conjunction with $ 25 of the Headlee Amendment,s

indicates that it was the voters' manifest intent in ratifying this change to their Constitution in

November of 1978 to, inter ali4 prevent state government from reducing the flow of funding,

i.e.,'ospending," available to local governments from total state revenues, defined in $ 33 as

including general and special revenues other than federal aid to local governments.6

Concededly, this intent was relative in the sense that, as indicated by the phrase in $ 30 "taken

as a group," it implies that some changes in the flow of funding within local governments may

occur up or down so long as the affected local governments' percentage paid from total state

spending collectively would not be decreased below l97S-79levels.

Notwithstanding the above, the voters' general intent, as expressed in $ 30, was and

remains that the entire group of local governments, i.e., 'oall units of Local Government,"

defined in $ 33 of the Headlee Amendment, would be financially stabilized by state payments

of no less than the 1978 - 1979 proportion paid to them from total state spending during that

fiscal year. In this sense, it is submitted that the voters' intent was to put in place, expressly in

the Constitutiono an equilibrium or continuing status quo between the state's share and local

governments' share of total state spending. This unmistakable concept is at the core of the legal

issue presently before the Court.

a Const 1963,art9, $ 30
5 Const 1963, art 9, $ 25
6 Const 1963, art 9, $ 33
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The question raised in the present pleadings and cross motions is whether due to the

later ratification, in March 1994, of the Proposal A Amendment,T one category of local

govemment, school districts, are receiving the payment guaranteed to them through that

Amendment8 while other categories of local governments, namely CVTs and Countieso shate

of total state spending paid to them as a result of the state's distribution of newly authorized

tax proceeds to school districts from Proposal A should be permitted to be materially reduced

below their 1978 - 1979 levels or proportions of spending from total state spending.e As

demonstrated in following argument, such a reduction is occurring while state government's

proportionate share of total state spending has been materially increased above that which

existed in the 1978 - 1979 ftscal year.

This occurrence is attributable to implementation of Proposal A insofar as the monies

paid to Michigan school districts pursuant to Proposal A, specifically Article 9, $ 11 of the

amended provision of the Constitution,lo are treated as part of the $ 30 of Headlee calculation

"of total state spending paid to all units of Local Government." Amicus Curiae contends that

these reductions are occurring contrary to the voters' intent as derived from the provisions of

$$ 25 and 30 of the Headlee Amendment. Amici intend to demonstrate the operative facts

discussed in the following argument are based on state published financial data reports. Amici

Curiae also wish to make it clear that their position is that the two Constitutional Amendments

are not in conflict but, rather, are capable of being applied in harmony or contemporaneous

with each other in all their operative affects.

7 Const 1963, art 9, $ I 1.
8 Id.
e Const 1963, Nt 9, $$ 25 and 30
ro Const 1963, art 9, $ I 1.
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The provision supporting the voters' intent in this regard is found in $ 25 of the Headlee

Amendment where it is provided "(t)he state is prohibited from ... reducing the proportion of

state spending in the form of aid to local governments or from shifting the tax burden to Local

Govemment." While it is conceded that $ 25 was held by this Court in a decision rendered in

1983 that $ 25 serves as an introductory paragraph for the later sections of the Headlee

Amendment and not to have independent substantive effect of creating specific rights and

duties.l I However, that is not to say that the express provisions of $ 25 have no substantive

import in terms of understanding and interpreting the Headlee voters' intent. Indeed, it is

submitted to so hold would be to attribute to the drafters insertion of $ 25 into the

Amendment-the opening section of the Amendment no less-a purposeless or meaningless

declaration in the Headlee Amendment. It is submitted that this section is directly germane to

what the voters globally intended to occur by implementation of $$ 26 -34by the Legislature

of these later sections of the Amendment.l2

The concept of the voters' intent is implemented, relative to the subject of this case, in

$ 30 of the Headlee Amendment insofar as making it clear that state government is prohibited

from circumventing the intended equilibrium between state and local governments by using its

otherwise superior authority over local governments to increase its proportion of total state

spending at the expense of local governments. Relative particularly to $ 30, the expressed

intention is to guarantee that the base year proportion of spending for local governments,

48.970 , will not be reduced. Conversely, no such assurance is provided, by operation of the

wording of $ 30, to state government relative to the balance of the total state spending available

tL Waterford Sch Dist v State Bd Of Educ,130 Mich App 614,620;344 NW2d 19 (1983).
12 Const 1963, art 9, $ 34.
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after required spending for local government. Thus, as long as local governments receive (l.e.,

are "paid") the 48,97% of total state spending no requirement of the Headlee voters' intent

would be transgressed if the state's portion for spending purposes resulted, for example, in

something less than 5L03% being available for state spending pu{poses in a given year. The

state however is prohibited by operation of the same language in $ 30, from having available

for spending pulposes more than the remainingll.}3%because that would necessarily infringe

on local governments' assured proportion of total state spending.

In other words, Michigan voters' plainly apparent intent, through these sections of the

Headlee Amendment, is to require state government to maintain or not diminish the status quo

in terms of the proportion of spending from total state revenues passing through to local

govemments when the Headlee Amendment was ratified in November of 1978. It is submitted

that this express provision was plainly intended to preclude state govemment from avoiding

the financial limits placed on it in $$ 26, 27, and 28 of the Headlee Amendmentr3 by the

otherwise available expedient of reducing revenues provided to local governments paid out of

total state revenues. Absent $ 30, state government could readily circumvent the intended

limits on state spending expressed in those accompanying sections of the Amendment going

forward.

This concept, derived from the meaning of the words in the Headlee Amendment as

understood by "reasonable minds, the great mass of the people themselves would give it" la

13 Const 1963, art 9, $$26 - 28.
ta Adair v Mich, 486 Mich 468, 477-478; 785 NW2d 119 (2010) ("When interpreting
constitutional provisions, we are mindful that the interpretation given the provision should be

'oothe sense most obvious to the common understanding' " and one that oooreasonable minds,

the great mass of the people themselves, would give it.' " "[T]he intent to be arrived at is that

of the people, and it is not to be supposed that they have looked for any dark or abstruse

meaning in the words emp1oyed....")
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was intended at that time and continues through the present time as a major reform in the

collection and disbursement of state tax revenues and spending.ls It would be correct to

observe that these were radical changes insofar as the people of Michigan placing tangible

controls over the discretion of the executive and legislative branches of state government who

would otherwise be unfettered in terms of their authority to control fiscal matters over inferior

local governments.l6

There is no other amendment to the Michigan Constitution where such specific controls

were placed on state and local taxation and spending. This was done by a voter initiated

Constitutional Amendment which was ratified by a considerable majority of the state voters.rT

This was, and remains, a unique exercise of authority by the people of Michigan over such

governance affairs to be exercised by the executive and legislative branches of their

govemment. Accordingly, its enforcement by this Court, as directed to occur in $ 32 of the

Amendment, deservers full and faithful respect to the voters' manifest intent as this Court no

doubt intends.

OF' STATE f,'INANCIAL DATA

ts Durant v State Bd of Educ,424Mich364,378;381 NW2d 662 (1985). The Supreme Court
charucterized the motivating intent of the Headlee voters in that case: "It was proposed as part
of a nationwide "taxpayer revolt" in which taxpayers were attempting to limit legislative
expansion of requirements placed on local government, to put afreeze on what they perceived
was excessive government spending, and to lower their taxes both at the local and the state
level." Id.
tu Id.; See also Bolt v City of Lansing, 459 Mich 152, 16I; 587 NW2d 264 (1998),
quoting Airlines Parking, Inc v Wayne Co, 452 Mich 527, 532; 550 NW2d 490
(1996); Waterford Sch Dist v State Bd of Educ, 98 Mich App 658, 663;296 NW2d 328 (1980)
(The Headlee Amendment's "ultimate purpose was to place public spending under direct
popular control.")
17 Const 1963, art 12, 5 2 (requiring the approval by a majority of voters).
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A supporting report to this brief and attached tables, attached as Exhibit A, is supported

by verifying affidavits by the authors of the report. This data has been prepared from published

state sources or data reports. Some of the supporting tables in Exhibit A are updated from the

sum of the tables previously submitted by Plaintiffs with their January 25,2018 brief in answer

to the state's motion for summary disposition. However, the datain Exhibit A is not at material

variance to the information in the sworn report accompanying Plaintiffs' earlier briefing.

This report was prepared by two persons retired from state government who were

deeply involved during their careers in state fiscal matters. One of the authors of the report,

Mitchel E. Bean,l8 served as the Director of the House Fiscal Agency from 1999 through 2011

and previously as Senior Economist, House Fiscal Agency from 1993 - 1999. The co-author,

Robert Kleine,le served as State Treasurer from 2006 -2011 and in other financial capacities

in the private sector and within state government, including ten years as Director of the

Department of Treasury, Offrce of Revenue and Tax Analysis. Both Mr. Bean and Mr. Kleine

are presently retired from state service.

18 Mr. Bean's resume documenting his extensive involvement in the State's financial affairs
ftom 1992 - 2011 is attached to his affidavit as Exhibit 1. His credentials include developing

expanded and standardized fiscal agency publications and programs; created appropriation
process training sessions for new House members and staff; initiated programs of economic

and budget presentations (fourteen in 2008; over forty in 2010) for House membets, policy
staff, and professional and citizen groups; addressed the full House during session to update

members on economic and revenue problems; served seven different Speakers (Michigan

House of Representatives) and nine House Appropriation Commifiee Chairs.
le Mr. Kleine's resume documenting his extensive involvement in the State's financial affairs
as State Treasurer from 2006 - 2011 is attached to his affidavit as Exhibit 2. In addition to
serving as State Treasurer, Mr. Kleine also has experience in analyzing public policy issues,

state and local govemment budgets, economic forecasting, tax policy analysis, and school

organization and finance. Mr. Kleine was employed by the state of Michigan for seventeen

years, the last ten as Director of the Office of Revenue and Tax Analysis, where he was

responsible for state economic and revenue forecasts and development of state tax policy.

7
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It is abundantly apparent from their report ("Bean/Kleine Report") that state

government has materially reduced funding to municipalities out of total state spending, as

measured by the proportion which was being paid by state government to local governments

in 1978 - 1979 as expressly required in $ 30. Indeed, as documented in the Bean/Kleine Report,

(Bean/Kleine Report, Table E, Exhibit A), payments to local governments, primarily CVTs

and Counties statewide, but other than school districts, from total state revenues has been

reduced by more than half from 1994 (the inception of Proposal A)20 through 2016, i.e., from

32.4% to 16.lYo adjusted for inflation during that period. Fiscal year end 2016 is the most

recent year for which audited state data is available but there is no reason to doubt that this

massive reduction continued to exist at a comparable or greater extent for the 2016 - 2017

fiscal year presently under audit. This reduction is occurring for these local governments while

over the same period of time, also documented in the Bean/Kleine Report (Bean/I(eine

Report, Table E, Exhibit A), state governments' proportionate share from total state revenues

collected has increased from 1994 - 2016 by 56.4yo, adjusted for inflation. So while these

local mainstays of the state governmental system have been caused to either eliminate locally

provided services, significantly reduce their services at the local level, or, seek to have tax

increases authorized by local voters due to these greater than 50% reductions,2l state

20 Const 1963,art9, $ 11.
2r Local govemments are also prohibited under $ 3l of the Headlee Amendment from
increasing the rate of taxation of an existing tax authorization without voter approval.
Specifically, they are prohibited in what they can levy based on the maximum authorized rate
reduced to the rate of inflation from year to year, i.e. Headlee rollback. This prohibition has

been most devastating to CVTs and counties due to the substantial reductions in the state

equalized values of taxable property which occurred during the recessionof 2007 -2009. Their
retum to the levels of operating income received prior to that recession is limited by the modest
cost of living increases which have subsequently occurred. The return to pre-recession levels
of income may take many tens of years assuming no comparable recession occurs during the

interim. See Citizens Research Council of Michigan, The Prolonged Recovery of Michigan's

8
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govemment expenditures have been increased by more than 50% from the inception of

Proposal A in 1994. This is surely not what was intended by Michigan voters through the

Headlee Amendment as expressed in $$ 25 and30.

Germane to the process of constitutional interpretation under Michigan law, it is

important to not lose the forest for the trees by the words appearing in the constitutional

provisions under consideration by abstractly relying on grammatical syntax but should also

involve giving consideration to the general purpose of what the voters' intended. This

perspective is particularly appropriate when later unforeseen variables arise after ratification

of a constitutional amendment to apply the appropriate intent of the original choice of words

in those provisions. The Supreme Court stated this point as follows:

"The primary and fundamental rule of constitutional or statutory
construction is that the Court's duty is to ascertain the purpose and intent as

expressed in the constitutional or legislative provision in question. Also,
while intent must be infened from the language used, it is not the rneaning
of the particular words only in the abstract or their strictly grammatical

construction alone that govems. The words are to be applied to the subiect
matter and to the general scope of the provision, and they are to be

considered in light of the general purpose sought to be accomplished or the

evil sought to be remedied by the constitution or statute. "22

Despite the grammatical analysis which is offered by the state in its responses to

Plaintiffs' motion for summary disposition in order to substantiate its cotnpliance with $ 30 of

the Headlee Amendment-attributable to its treatment of Proposal A revenues-no one can

seriously believe that this state of affairs is even remotely consistent with Michigan voters'

intent through adopting $$ 25 and 30 of the Headlee Amendment. The voters' concept of a

Taxable Values (Dec.2016, last visited March 9,2018, 1.39 P.M.), https://crcmich.org/the-
prolonged-recovery-of-michigans-taxable-values-20 1 6/.
22 Wite v Ann Arbor,406 Mich 554,562;281 NW2d 283 (1979) (citation omitted)
(Emphasis added).
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continuation of the status quo existing between state and local governments in their respective

share of total state spending is obliterated where, as has evolved since the ratification in 1994

of Proposal A, municipalities' funding has been reduced37.1% (adjusted for inflation) in20l6,

resulting in those units of govemments receiving payment equal to 16.l% of total state

spending for that fiscal year compared with 32.4% of total state spending paid to them in

1994. Over the same period, state govemment's percentage of spending from total state

revenues has increased 56.4% (adjusted for inflation). This is as documented in Table E of the

Bean/Kleine Report

Albeit, that is what has occurred, dispersed between the several forms of local

governments, taken as a group, other than school districts. However, municipalities, as a

principal component of local govemments, are being financially asphyxiated while state

government's share of total state spending during the same period has been and continues to

be materially increased.23 Amici Curiae propose that what has happened to CVTs and Counties

statewide is the antithesis of the voters' intent insofar as creating a relative maintenance of the

lg78 - 1979 status quo existing between state and local governments' proportionate share of

spending from total state revenues.

This gross disparity has occurred as a result of the state's application of newly

authorized revenues received by operation of Propos al A.za As expanded upon in the following

argument, those financial consequences involve the payments since 1994 of newly created

23 See Robert Klein & Mary Schultz, Center for Local Government Finance and Policy

Michigan State University White Paper, Service Solvency: An Analysis of the Ability of
Michigan Cities to Provide an Adequate Level of Public Services, (Sept. 2017),

http://msue.anr.msu.edu/uploads/23 5175790lGMl_062_Service-Solvency-Report-9-
2017.pdf.
2a Const 1963, art 9, $11.
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taxes levied and collected to meet the revenue guarantee to school districts for their operating

expenses by operation of the Proposal A Amendment.2s But the state's treatment of Proposal

A revenues in the context of measuring its $ 30 compliance also has created a surplus of

funding available for state expenditures combining revenues from the newly authorized

Proposal A taxes for school district's operating costs with the concurrent reductions in state

spending previously , i.e., previous to implementation of Proposal A, paid to school districts.

This application of the new Proposal A revenues, by counting toward the state's achieving

compliance with the 48.97% required state spending to local governments, is the source of this

distortion. Under the state's interpretation, regardless of the impact on municipalities' fiscal

circumstances, the state is being enabled to meet and exceed its Headlee required ratio by the

fortuitous operation of Proposal A. (See Bean/Ifleine Report, Table D, Fourth Column

('6Percent Total"), Exhibit A).

The state argues in its motion for summary disposition and in response to Plaintiffs'

counter motion that the availability of these new tax revenues allows it to pay significantly

reduced monies to municipalities while being compliant with $ 30 because municipalities are

part of the same group of "Local Government" as school districts defined in $ 33. This

disparity is attributable to the effect of more monies becoming available to state government

as a combined consequence of a) the new Proposal A tax proceeds collected by state

government to, inter alia,fundschool district's operating expenses in excess of the amounts

I

necessary to meet the state's Proposal A guarantee to school districts,26 and b) the cessation of

25 Id.
26 Const 1963, art9, $ 11, where it is provided that "[b]eginning in the 1995 - 1996 state fiscal
year and each state fiscal year after 1995 - 1996, the state shall guarantee that the total state

and local per pupil revenue for school operating purposes for each local school district shall

11
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monies being required to be paid to school districts under $ 30 previous to Proposal A. Those

monies allows the state to more than meet its $ 30 funding obligations to local governments,

taken as a group, at4897% of total state spending notwithstanding that it has materially reduce

revenues paid under $ 30 to municipalities. The state argues that the material reductions in

payments to municipalities from pre-Proposal A levels is permissible since new Proposal A

tax collections allows for payments to local governments taken as a group to amply meet its

48.97% Headlee funding obligation under $ 30.

In other words, the state, in effect, asserts that if the payment of new school district

revenues when added to other revenues paid to local governments are counted, all is well under

$ 30 of the Headlee Amendment. This is asserted to be true even if it results in state

govemment realizing materially more proportionate (an increase of 56.4Vo) and absolute (an

increaseof $16.509 billion) dollars available for state spending. (Bean/Iileine Report, Table

E, Exhibit A). No sympathies are nocessary for CVTs and Counties in this circumstance, the

state in effect maintains. They can simply manage despite the reductions in the proportion of

funding available to them from total state sendin E, i.€., a 37 .lYo reduction from 1994 - 2016.

(Bean/Kleine Report, Table E, Third Line (ooPayments to Other Local Governments"),

Exhibit A),

While a substantial proportion of added tax revenues authorized under Proposal A are

being expended by the state to meet its guarantee in $ 1 1 to Michigan school districts to provide

for school operating pu{poses at 1994 - 1995 levels,27 the actual magnitude of those new

monies have also provided state government with additional revenue sources which have

not be less than the 1994 -1995 total state and local per pupil revenue for school operating
purposes for that local school district,..."
27 Const 1963, art 9, $ 1 1.
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become available for other state spending purposes than required to meet its payment

requirement to all non-school district units of local govemments under $ 30 and meeting the

state's Proposal A guarantee to school districts, under Article 9, $ 1 1.28 This, the state argues,

is consistent with the maintaining good faith with the $ 30 Headlee Amendment concept of

maintaining the status quo between state and local government proportionate shares at 1978 -

1979 levels out of total state spending. Amici Curiae assert that in keeping good faith with the

voters' manifest intent, discernable from $$ 25 and 30, state government should have used the

additional resources made available by a) new Proposal A tax revenues and b) savings from

not paying school districts pre-Proposal A payments for $ 30 purposes to pay municipalities

statewide in order to maintain some semblance of pre-Proposal A proportionate levels of total

state spending provided to municipalities.

The total state revenues from all revenue sources available for total state spending

pu{poses, including those made available by ratification of Proposal A from FY lgg4 - Igg5

through FY 2015 - 2016 and shortfalls during that period in the proportion of total state

spending paid during that same time period to CVTs and Counties, are documented by type of

tax and amounts collected by the state in the Bean/Kleine Report. (BeanlKleine Report, Table

D, Exhibit A). As also reflected in the Bean/Klein Report, (Bean/ICeine Report, Table E,

Exhibit A), the proportion of spending from total state revenue sources for school districts has

risen from $2.630 billion in 1994 to $11.919 billion in2016; a279.7% increase, adjusted for

inflation. Correspondingly, monies spent from total state spending in 1994 for other units of

local governments, foremost including municipalities, has only increased during that twenty-

28 Id.
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two year period from $4.844 billion to $4.933 billion spent for 2016; a37.1% deuease, when

adjusted for inflation during that twenty-two year period.

As also documented in Table D of Exhibit A, the shortfall in payments from total state

spending or payments to all non-school district units of local governments for the most recent

fiscal year which audited data is available, 2015 - 20l6,was $4.402 billion. (Bean/Ifleine

Report, Table D, Exhibit A). The shortfalt in total state spending or payments provided to all

non-school district units of local government, is cumulatively $64.67 billion for the twenty-

two year post-Proposal A time period, adjusted for inflation. That is compared to state

government maintainin gthe 48.97Volevelof funding required for all local units of govemment,

taken as a group, under $ 30.

What is most significant in terms of the Michigan voters' intent, this reduction has

forced municipalities to do one or, a combination of, two things to adjust for these reductions,

each of which were intended to not occur by operation of the Headlee Amendment. First,

municipalities have reduced or eliminated important, ffid in some cases vital, municipal

services to the detriment of their constituents, wherever possible. A very current example of

this is municipalities not having sufficient resources to fully maintain or repair weather

deteriorated municipal roads. Second, municipalities have increased local taxation pursuant to

tax or municipal bond initiatives in order to continue to finance services which would have

been financed in the normal course if these shortfalls in funding had not occurred. When the

voters are requested to authorize additional taxation or issuance of municipal bonds to

compensate for these shortfalls, they are in reality voting to make up for the over $64 billion

revenue reductions by state government from the level of funding that existed pre-Proposal A.
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Both of these contravene the voters' intent as expressed in $ 25 of the Headlee Amendment

where it is stated:

'oThe state is prohibited.. . from reducing the proportion of state spending in
the form of aid to local governments..."2e

It is submitted that this expresses, most plainly, the voters' intent to require the state to

maintain existing levels or proportions of state aid or funding to local governments in order to

prevent as much as possible reductions in necessary services provided by local governments

going forward or to necessitate locally levied taxes for municipal services to replace then

existing state supplied revenues. There should be no free lunches (or artificial surpluses) for

the state that result from concurrently implementing Proposal A and the Headlee reforms paid

for at the expense of municipalities. Indeed, it is the essence of the Headlee Amendment to

generally maintain the status quo in terms of the state's fiscal circumstances versus the fiscal

circumstances of local govemments during the course of implementing the Headlee reforms.

Again, the words of the Constitution "are to be applied to the subject matter and to the general

scope of the provision, and they are to be considered in light of the general pulpose sought to

be accomplished or the evil sought to be remedied by the constitution or statute.''30

As documented in the Bean/Kleine Report each fiscal year since 1994 the state has

exceeded the 48.97% base year proportion under $ 30 the Headlee Amendment when counting

the Proposal A revenue guarantee under $ l1 as part of the $ 30 equation. See (BeanlKleine

Report, Table D, Percent Total, Exhibit A). Therefore, the issue before the Court is whether

the amount of spending by the state for school districts under Proposal A is a constitutionally

appropriate component in terms of calculating the state's payment obligation for all units of

2e Const 1963, afi 9, $ 25.
30 white, 406 Mich at 562.
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local government for purposes of $ 30 of the Headlee Amendment. Amici Curiae submit that

the answer is no and that the resulting shortfall for FY 2015 -2016 and all years dating back

to FY t994 - 1995 has been, most unconscionably, over $64 billion. The proportionate

deuease over that time period for those units of local government has swung from 40.9% in

FY 1994 - 1995 to 34.3Yo for FY 2015 - 2016. (Beanfl(eine Report, Table D, Eighth

Column (ooPercent Adjusted State Spending")' Exhibit A).

ry. REVENUE SHARING REDUCTIONS AS A PART OF MUNICIPAL
REVENUE REDUCTIONS

One of the primary revenue resources for municipalities which has been substantially

reduced over the last several years is revonue sharing payments. CVTs are entitled under

Article 9, $ 10 of the Constitution to receive l5Yo of the gross collections of the state sales

tax.3r They are also ostensibly entitled by statute to receive an amount equal to 21.3o/o of the

4% gross collections of the state sales tax"that are availableooo i.e., as and if appropriated,

pursuant to the State Revenue Sharin g Act,32 Counties are also ostensibly entitled under that

Act to receive an allocation equal to 25.06% of 21.3% of the gross sales tax, as and if

appropriated.33 The point being that the statutory allocations actually paid each fiscal year are

subject to legislative discretion in terms of the amount of the allocations actually appropriated

to fund the specified allocation.3a In other words, by the simple device of the Legislature not

appropriating the amount indicated in the Revenue Sharing Act, these allocations are not paid

to CVTs and Counties in the amounts specified in the Act.

3r Const 1963,art 9, $ 10
32 MCL 141.913(3) and (19).
33MCL 141.911(4).
34 MCL t4t.9t3(t9).
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In fact, in the case of Counties, the Legislature paid nothing for revenue sharing

purposes during the four year period of 2004 - 2005 through 2007 - 2008. (Bean/Iileine

Report, Table B and C, Exhibit A). This fluctuating amount of under-appropriations (and

four years of zero appropriations for Counties) is how a substantial proportion of the reductions

in revenue sharing for municipalities were accomplished. Tables B and C of the Bean/Kleine

Report detail the history of the payments made and not made to Michigan municipalities for

purposes of revenue sharing. The specific amounts are detailed in terms of the cuts or

reductions in revenue sharing payments to municipalities over the last twenty plus years. The

reductions were $5.790 billion from 1980 - 1981 to 2015 -2016. (BeanlKleine Report' Table

B, Exhibit A). Inflation adjusted revenue sharing percentage reductions of 30.7% occurred

from FY lgg4 - 1995 through FY 2015 -2016. (Bean/Kleine Report, Table C, Exhibit A)

These net reductions demonstrate how this major source of municipalities' revenues

have been eroded by state govenunent over the post-Proposal A time period (and prior) solely

by operation of legislative discretion. There is no mystery that this is a significant part of the

explanation for why municipalities have experienced a37.I% reduction in revenue from state

payments, adjusted for inflation, since the FY 1994 - 1995. (BeanlKleine Report, Table E'

'6Payments to Other Local Governments", Exhibit A).

In so reducing revenue sharing payments the state is violating the voters' express intent

in $ 25 insofar as that section prohibits the state from o'reducing the proportion of state spending

in the form of aid to local government...." Such aid includes revenue sharing payments to

municipalities as a component of such ooaid to local government." As documented in Table B

of the Bean/Kleine Report, revenue sharing payments and cuts or reductions in that source of

payments from total state spending to municipalities is documented from year to year since
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1980 - 1981. (Bean/Ifleine Report, Table B, Exhibit A). The amount of those payments has

moved up and down serving as a balancing account by state government each year for state

budgeting purposes: each of which represent cuts or reductions in that source of funding to

those municipalities. In total, the reductions since 1980 - 1981 amount to approximately $5.8

billion.

In reducing the proportion of revenue sharing during this state budget balancing

process, there is no demonstrated adherence to the basic concept of $$ 25 and 30 of the Headlee

Amendment that Michigan voters' expressly intended to prohibit them from reducing the

proportion of state spending in the form of aid to all units of local governments below the

proportions in effect in 1978 - 1979. This is precisely what state government has been doing

relative to revenue sharing payments to municipalities during that extended time period.

This pattern of discretionary underfunding of revenue sharing dollars has substantially

contributed to the disruption of the voter intended equilibrium through $ 30 of the Headlee

Amendment between the proportions of state spending paid to all units of local government,

including municipalities, which Michigan voters' expressly intended.

V. THE STATE'S HEADLEE PROHIBITED TAX SHIFT

In response to the allegation in Plaintiffs' pleaded position that the state is shifting the

tax burden as a result of Proposal A to local government, i.e., primarily municipalities

statewide, the state argues that these words in $ 25 refer to the voters' intent solely to prohibit

a shift by the state of a tax burden to affected local units of government incurred as result of

an unfunded state mandate prohibited under $ 29 of the Headlee Amendment.3s The state

argues that this is not occurring because a tax shift is only implicated where a state obligation

35 Const 1963, art9, 5 29
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is forced upon a local governmental unit by state law without providing funding thereby

shifting the burden to raise taxes to fund the related costs to that unit. In order to have a tax

shift, the state argues, there must first be an unfunded mandate and none are presented in the

circumstances raised in this case.36 The state position is that what is occurring insofar as

implementing Proposal A does not involve legislative or administrative actions but, rather,

simply involves applying that Amendment. They assert that implementation of Proposal A was

not in itself a tax shift.

But the problem with that argument is that the Plaintiffs' claims, and those of these

Amici, are that the state is shifting the tax burden to pay for the operating costs of

municipalities statewide, occasioned by the state not allocating existing and available state

revenue sources to maintain the same proportion of total state spending for municipalities at

1978 - 1979 levels for purposes of complying with the intent of $ 30. As noted in Table E of

the Bean/I(lein Report, the state has realized from a combination of a) unexpended monies

available from Proposal A tax revenues collections in excess of monies formerly paid to school

districts to replace their 1994 - 95 ad valorem tax revenues3T and b) savings available to the

state from not being required under $ 30, post-Proposal A, to expend considerable monies

previously paid to fund school districts to continuously maintain the 48.97% payment

obligation to local governments. (Bean/I(leine Report, Table E, Exhibit A).

The swing in these elements of state spending are very substantial as the data in Table

E reflects. Whereas state government has realized a 56.4% increase in spending from total state

resources between FY 1994 and FY 20l6,local governments, other than school districts, have

36 State's Combined Motion for Summary Disposition and Brief in support, December 6,
2017,pp.21-22.
37 Const 1963, art.9,$ 11.
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experiencod a decrease of 37 .l%;o in the proportion of total spending over the same period; a

net difference of 119,6% (adjusted for inflation) favorable to the state and at the expense of

municipalities. This is a dramatic shift by the state of the tax burden for municipal operating

costs statewide, as principal units of affected local governments.

This shift was most certainly avoidable, combining the available revenues, above

referenced, occasioned by the advent ofProposal A newly authorized tax revenues and the

cessation of pre-Proposal A payments to school districts under $ 30. Had state government

adhered to the concept expressed in $ 30 of the Headlee Amendment of not reducing the

proportion of total state spending paid to local governments below 1978 - 1979 levels, vis a

vie state spending paid from that same resource, this grossly distorted situation would never

have arisen, Reliance on Proposal A tax revenues to reduce municipalities proportion of state

spending, relying more particularly on the phrase o'taken as a group," does not provide state

government a justification for such a distortion in the respective proportions of total state

spending between state govemments and that of municipalities. This potential for the state

to exploit the wording in $ 30 for such purposes was obviously not foreseen in 1978 when the

Headlee Amendment was ratified, but the broad intention of maintaining the status quo in

terms of state versus local government spending expressed in $$ 25 and 30 was nonetheless

manifested. That intent is entitled to full respect and enforcement by state government.

vI. BRIEF' HISTORY OF POST.HEADLEE AMENDMENT FUNDING
UNDER S 30 BUT PRE.PROPOSAL A

By way of background on the history of $ 30 funding since fiscal year 1978 - l979,the

State Department of Management and Budget ("DMB") determined after the ratification of the

Headlee Amendment that the proportion of total state spending paid to all units of local

government, taken as group, from total state revenues for FY 1978 - 1979 for $ 30 pu{poses

20
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was 41 .61%. The accuracy of this calculation was the central consideration of this Court's

decision in Oaktand Co v Dep't of Mental Health,l78 Mich App 48, 54-55;443 NW2d 805

(1939). The issue in that case was whether the state was meeting its $ 30 Headlee payment

requirement specifically taking into account for purposes of the base year calculation (1978 -
1979) payments for statewide mental health services for mentally ill and developmentally

disabled persons. Those services were required by legislation adopted in 1974, i.e., the Mental

Health Code, to be provided by state government as opposed to local governments.3s

The State method of paying for the costs of these seryices provided at state-owned and

operated facilities for the mentally ill and developmentally disabled, for purposes of

determining the state's compliance with $ 30 of the Headlee Amendment, was described by

this Court as follows:

"In arriving at the 41.61percent figure, the DMB treated state spending for
state-owned and state-operated facilities for the mentally ill and
developmentally disabled as a departmental transfer (i.e., the money was
appropriated directly to DMH). The funds were not treated as state spending
to local units of government because no cofilmunity mental health board
had assumed the responsibility for providing such care. ...In 1980, the state

reclassified state spending for state-owned and state-operated facilities for
the mentally ill and developmentally disabled as state spending paid to local
units of government."39

Oakland County challenged in that suit the legitimacy of the 41.61% base year

proportion established by DMB, contending that these expenses were, since 1974, the state's

responsibility and not the responsibility of counties for their residents in need of such services.

Oakland County contested the state's claim of compliance with $ 30 by treating those payments

as payments to local governments. State government was providing payment for these services

38 MCL 330.1001, et seq.
3e Oakland Co, 178 Mich App at 55
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by reimbursing county mental health boards after 1981 for the costs of these services for

county's residents in need of such services pursuant to MCL 18.1350(2) , et seq.

An opinion was requested of the Attomey General by a legislator questioning "[m]ay

the money made available to the community mental health boards be counted as money paid

to local units of government in order to maintain compliance with Const 1963, art 9, $30?" In

response, an opinion was issued and published by the Attomey General in which he concluded

that the payments by DMH to county boards of health evidenced that these expenditures were

intended to be state payments to local governments within the meaning of $ 30 of the Headlee

Amendment.ao The state's and Attorney General's logic was that regardless of the state's

underlying statutory responsibility for these costs, both before and after ratification of the

Headlee Amendment, these payments were being made to counties who in turn were paying

for these services for their residents after 1980. On that basis, the state argued to the Oakland

County Circuit Court, and later to this Court, that this funding should not count for putposes

of calculating the state's $ 30 base year (1978 - 1979) minimum payment obligation to local

government s, i.e., as a proportion of total state spending. The state argued that these post-base

year payments should be counted as being

$ 30 compliant payments to local governments.

This Court affirmed the Circuit Court's finding that the state's calculation in this regard

was unconstitutional.al This Court concluded in affirming the Circuit Court:

ooWe agree with plaintiffs fOakland County] and the trial court that the

provision of mental health care services is a state obligation for the reasons

advanced by plaintiffs. Hence, we agree that the state money even though

technically paid to a local unit of government remains state spending

because the county is merely discharging the state's obligation.

40 oAG, lggz,No. 6022.
ar Oakland Co,l78 Mich App at 59-60.

22

R
E

C
E

IV
E

D
 by M

C
O

A
 3/13/2018 4:36:13 PM



rd

,t
H

&

F
.t)

f.J

&

rr]
a

While the state's application for leave to appeal to the Supreme Court from that

decision was pending, a resolution was reached wherein the state agreed to recalculate the base

year funding proportion applying the statewide costs of mental health services as a payment of

a state obligation during the base year, and therefore not a payment during later years to units

of local governments as provided in $ 30 of the Headlee Amendment. As a result, it was

determined by DMB thata48.97% proportion of total state spending should be deemed to have

been paid by the state in 1978 - 1979 and thus later payments to all units of local government

should reflect that determination.

For each fiscal year from 1979 - 1980 through 1991 - 1992, two fiscal years after this

suit was resolved by the revised calculation of the $ 30 required payment obligation to local

government, the amount of the shortfall in payments to local governments was more than 5%

below the 48.97% threshold each yea4 with the total amount of the shortfall in payments to

local governments during that period being over $8 billion. (SeeBeanlKleine Report, Table

A, Exhibit A). The point is that immediately following adoption of the Headlee Amendment

local units of government taken as a group began experiencing significant reductions in state

financial support notwithstanding Michigan voters' clearly expressed intention otherwise

through $ 30 of the Headlee Amendment.

While the foregoing will doubtless be considered ancient history by state government

at this point, it needs to be noted that the ruse of treating the state's responsibility for the costs

for statewide mental health service costs under the 1974 Mental Health Code as representing

state payments to local governments was not the result of some easily mistaken assumption.

State fiscal personnel were certainly aware in 1979 - 1980 when the base year proportion was

calculated that the responsibility for the costs of mental health services was the obligation of
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the state and not local governments. The l9T4Mental Health Code was only four years existent

when the Headlee Amendment was ratified by Michigan voters in November of 1978. Later

reclassifying these expenses by DMB by no means changed state government's underlying

payment responsibility for these services as this Court found in the face of pre-Headlee

statutory language expressly requiring otherwise.

It is submitted that this reflects a pre-disposition within state government to reduce the

state's requirements to fund local units of govemments under $ 30 of the Headlee Amendment

by any available means; especially where local governments had no watchdogs to oversee the

means of calculation of total state spending to hundreds if not thousands of diverse local units

of government during FY 1978 - 1979 and later years. The reliability of this calculation was

entirely reliant on the integrity of state government. A revision from 4I.61% to 48.97 % in

total state spending to all units of local government is no small feat in light of the fact that it

involved a shortfall in required payments to local governments of over $8 billion from 1978

through 1992. This pre-disposition, or propensity, of state government needs to be kept in

mind as the present issue of material Proposal A revisions in state and local spending under $

30 resulting in even more substantial revenue shortfalls for municipalities occurring after 1994

through the present time.

vII. POST.PROPOSAL A G F'OR LOCAL UNITS OF'

GOVERNMENT UNDER S 30

As documented in detail in Table D of the Bean/Kleine Report, the estimated shortfall

in payments by the state to municipalities statewide during the post-Proposal A time period,

including revenue sharing shortfalls, from FY 1994 - 1995 through FY 2015 - 2016 total

$64,510 billion. (Bean/I(eine Report, Table D, Exhibit A). This amount assumes that the

state would have attempted to maintain the same proportion of payments to municipalities

24
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statewide from total state spending at the levels of payments made in 1978 - 1979. This is the

magnitude of the question before this Court, for purposes of the equitable relief sought in

Plaintiffs' complaint. This is not an amount in terms of recoverable damages, but in terms of

measuring the extent of the state's non-compliance with the voters' intent through $ 25 applied

through $ 30 of the Headlee Amendment following adoption of Proposal A.

The state's argument that it is meeting its payment requirement to all units of local

govemment taken as a group by virtue of counting the revised funding scheme for school

district wrought by Proposal A as part of the $ 30 funding calculation ignores that state

govemment realized a 56.4% increase in revenues (adjusted for inflation) for state spending

purposes during the post Proposal A time period. This is after meeting its payment guarantee

to school districts under Proposal A. This happened while payments to municipalities has been

reducedover 50olo from total state spending during that same time period.a2

The state has permitted these reductions to occur while municipalities must deal with

the Headlee constraints that limit municipalities' ability to create new financial resources or to

primarily subsist on fiscal conservation, specifically due to the strictures of $ 31 of the Headlee

Amendment.a3 After experiencing the substantial reductions in taxable property valuations

due to the 2007 - 2009 recession, the $ 31 limitation restricting municipalities from

recognizing the increasing values in those property valuations for taxable purposes to the lesser

of market value increases or cost of living increases, prevents those municipalities for the

foreseeable future from regaining pre-recession operating revenues in the ever increasing

environment of rising costs occuning during the interim. This phenomenon is credibly

a2 Bean/Kleine Report, Table E, Exhibit A.
a3 Const 1963,art9, $ 31.
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described in a recent publication by the non-partisan Citizens Research Council of Michigan,

entitled "The Prolonged Recovery of Michigan Taxable Values."4a

There is no question that the drafters of the Headlee Amendment could not have

envisioned in 1978 the material shift in state funding between state government and public

school districts that occurred when Proposal A was ratified by the voters in 1994. But it must

also be borne in mind that unlike the drafters of Proposal A consisting of politicians and

financial technicians within State Govemment, the Headlee Amendment was entirely acitizen

initiated constitutional amendment. These committee members were not members of state

government, elected or administrative, at the time the Headlee Amendments was drafted.

Rather, this was a good faith attempt by a group of citizens to place before the entire Michigan

electorate reforms in how their government should function at both the state and local levels.

This reform was based on the perception that state government was out of control fiscally, both

preceding and during the 1978 time period.as

While the members of the citizens' committee did not have the gift of clairvoyance in

anticipating the changes wrought by Proposal A over l6 years later, they nonetheless exhibited

their intentions as it relates to maintaining in a general sense that state government should not

deprive local govemments of necessary revenues on a proportionate basis out of total state

spending in order for them to conduct their public business into the future. The manifest

aa See Citizens Research Council of Michigan,The Prolonged Recovery of Michigan's
Taxable Values (Dec. 2016, last visited March 9,2018, 1 .39 P.M.), https://crcmich.org/the-
prolonged-recovery-of-michigans-taxable-values-20161. See also Robert Klein & Mary
Schultz, Center for Local Government Finance and Policy Michigan State University White
Paper, Service Solvency: An Analysis of the Ability of Michigan Cities to Provide an

Adequate Level of Public Services, (Sept.2017),

htp://msue.anr.msu.edr.r/uploads/2351757901GMl_062_Service-Solvency-Report-9-2017.pdf.
4s Durant, 424 Mich at 378.
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concept was that they each existed as distinct forms of local governments controlled by locally

elected citizens whose efforts should not be thwarted by the shifting sands of the budgeting

practices of state government. This is as evidenced by the words appearing in $ 25 of the

Headlee Amendment. While not in perfect alignment with the issue before the Court in this

case, they are nonetheless clear in expressing the concept of maintaining an equilibrium in the

proportion of total state spending to be paid to all units of local governments without

diminution in favor of total state spending being retained by state government.

The only question is whether the phrase "taken as a group" appearing in $ 30 is

sufficient to allow one very prominent and essential group of local governments', i.e.,

municipalities, revenues to be financially reduced by more than half total state spending in

2016 following adoption of Proposal A.a6 This opportunity to enhance state spending is made

available to state government based on its interpretation of the use of the newly available tax

revenues provided by operation of the Proposal A Amendment. The question now is how that

use fits within the intent of the $ 30 Headlee state versus local government payment/funding

scheme. Whatever may be said for the validity of the State's interpretation it most certainly

cannot be said that it is consonant with $$ 25 and30 of the Headlee Amendment because it has

literally destroyed the intended continuation of the financial status quo between state and local

government which existed in 1978. This is not what the Michigan voters' intended. Rather, it

is perverse to the voters' intent.

This is not to argue that the proponents of the Headlee Amendment envisioned that

nothing would change the status quo in future funding but, rather, to argue that any such change

could only occur consistent with the Headlee Amendment apparent objectives. Such a change

46 The Bean/Kleine Report, Table E, Exhibit A.
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occuned as a result of the change in school district funding occasioned by Proposal A. But

what has evolved is anything but consistent with a combined and coherent reading of both the

Headlee Amendment and Proposal A.

VIII. AMICI CI]RI,A,E'S CON WITH THE PI,AINTIN'N'S'
POSITIONS ON THE REMAINING COUNTS OF PLAINTIFFS'
COMPLAINT

Amici Curiae, having reviewed Plaintiffs' positions in their briefs submitted in support

of their complaint, the parties' cross motions for summary disposition and their respective

answers to the cross motions concur in Plaintiffs' legal arguments on the remaining two counts

of Plaintiffs' complaint which are subjects of the arguments. More specifically, Amici Curiae

concur as follows:

1) Spending paid by the state to charter schools or public school academies

pursuant to state laws should be excluded from the calculation of the state's

payments under $30 of the Headlee Amendment since they are not defined in

$ 33 as local governments and they are not otherwise within the voters'

understanding of the words "local government" at the time the Headlee

Amendment was ratified, as argued by Plaintiffs.

2) Monies expended by the state to meet its voter imposed requirement under

g 29 of the Headlee Amendment to appropriate and pay units of local

governments for the necessary increased costs of activities and services required

by the Legislature or any state agencies beyond that required by existing state

law in 1978, or later adopted, should be excluded from the calculation of the

state meeting its payment requirement under $ 30 of the Headlee Amendment,

as argued by Plaintiffs.
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CONCLUSION

Amici Curiae respectfully submit that no speculation is required as to the voters' intent

through $$ 25 and 30 of the Headlee Amendment which was as a primary objective to maintain

the 1978 - 79 status quo in terms of the proportions of state spending paid from total state

revenues to allunits of local governments from that time forward. While concededly the phrase

"taken as a group" qualifies that intent, it cannot be taken to intend where something as

monumental as the revenue shift to school districts of several tens of billions of dollars annually

as a result of Proposal A, which occurred sixteen years later, that the other units of local

govemment should experience substantial reductions to the point that the proportions of

funding would no longer even remotely resemble any sense of the original,, lg78 - 79

equilibrium in the revenue proportions between state and local governments. As relates to

maintaining the t978 - 79 proportion of spending from total state revenues paid to

municipalities, the Headlee voters' objective has essentially ceased to exist - without any

amendment by the voters - as a result of the state's treatment of the funding expended for the

state to meet the multi-billion dollar funding guarantee under the Proposal A Amendment

provisions, Const 1963, art 9, $ll. As a result of other, concurrent discretionary spending

decisions by the Legislature, foremost the Legislature's decisions to materially reduce revenue

guarantee funding during that interim, this revenue distortion has been exacerbated. These

substantial reductions occurred because, as the state perceived matters, payments to local

governments were comfortably in excess of the 48.97% required proportion of funding under

$ 30 of Headlee - attributable to the application of Proposal A spending to that equation.

It is submitted that this Court which is charged by state voters with the responsibility

under $ 32 of the Headlee Amendment'oto enforce the provisions of'sections 25 and 30 of the
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Amendment should do so by granting Plaintiffs' request for declaratory judgment holding that

the payments provided to Michigan school districts pursuant to the provisions of Article 9, $

I 1, the Proposal A Amendment, are not lawfully part of the calculation of the proportion of

state spending paid to local governments as required under $ 30 of the Headlee Amendment

and unconstitutional.

Respectfully Submitted,

/s/ Dennis R. Pollard

Dated: March 13,2018

43s31'r6-2

DENNTS R. POLLARD (P-18e81)
JENNTFER C. HrLL (P59023)
Attomeys for Plaintiff-Amici Curiae
2600 Troy Center Drive
P.O. Box 5025
Troy, MI 48007-5025
(248) 8s1-9s00L]
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Estimated Local Impact of Proposal A Tax and Spending Shifts

February 2018

The Michigan Municipal League (MML) retained Great Lakes Economic Consulting
(GLEC) to estimate the impact of Proposal A related tax and spending shifts on

local government resources.

Since t994 (passage of Proposal A) the state has failed to provide the level of
funding required by Article 9, Section 30 of the so-called Headlee Amendment. The

state has failed to provide local governments the same level of support (as a share

of state spending) as in FY L979, as required by the constitution, by counting
payments to school districts (resulting from a tax shift), and payments to charter
schools as local support.

As a consequence, local governments have been deprived of legally entitled state
funding estimated at $4.4 billion in FY 20t6, and about $65 billion since 1994.

The combination of the loss of this revenue and a weak economy have created
fiscal stress for many local governments, particularly cities, forcing significant cuts
in vital public services, arguably placing the health and safety of Michigan citizens
at risk. The plight of our cities, as exemplified by the Detroit bankruptcy and the
Flint water crisis, has placed our state in an unfavorable light nationally, and could

have a negative economic impact long term. There is also the potential during the
next economic downturn for a wave of municipal bankruptcies.

In 1978, the voters approved the so-called Headlee Amendment which limited the
taxing power of state and local governments. One the provisions, Article 9, Section
30, limited the ability of the state to reduce aid to local governments.

The proportion of total state spending paid to all units of Local Government,
taken as a group, shall not be reduced below that proportion in effect in
fiscal year 1978-79.

The drafters of the amendment wanted to ensure that the state would not shift the
financial burden to local governments. However, with the passage of Proposal A in
L994, this is just what happened. Proposal A largely shifted support for K-L2
education from local school districts to the state. As a result, the state counted the
payments from the state to the school districts as spending to local governments,

increasing the proportion of state spending from the required 48.97 to 58.55olo in
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Fy 1995 (the first full year proposal A was in effect), rendering the Headlee local

spending requirement moot. The percentage peaked at 64.3o/oin FY 2002. As a

consequence, the state was able to cut revenue sharing payments to locals when

it ran into budget problems in the early 2000's. If the required proportion of state

spending had remained at 48.97o/o, and not increased due to Proposal A, the state

would not have been able to make significant cuts to revenue sharing.

As shown in Table A, state support to local units doubled from FY 1980 to FY

Lgg4, an inflation adjusted increase of 42.60/o However, since 1995, state aid to

locals has declined 4o/o adjusted for inflation. However, the cut in state revenue

sharing payments was much more dramatic. From FY 1981 to FY 1994, statutory
revenue sharing payments to Cities, Villages, Townships (CW's) and Counties

increased from $311 million to $634 million. In FY 20L6, statutory revenue

sharing was 9463 million, 55% below the 1994 level adjusted for inflation. (see

Exhibits B and C). All of the decline has occurred since FY 2002, as a weak

economy forced budget cutbacks, which fell disproportionally on local

governments. Total payments to local governments fell from a peak of 64.30/o of

state spending from state sources in 2002 to 56.280lo in FY 20t6 (refer to Table

D). Total revenue sharing payments fell from 6.3o/o of state spending from state

sources in FY 2OO1 to 4.!o/o in FY 2015, and statutory payments fell from 3.7o/o to

!,60/o. While state spending from state resources was increasing 19.5olo, statutory

revenue payments were reduced almost 50o/o'

In FY 20t6, state payments to local governments were 56.3o/o of state spending

from state sources. This percentage is above the 48.97olo cohstitutional
requirement (Headlee section 30). However, if the Proposal A payments for K-tz
education (and other contested payments, for example, charter school payments)

were excluded from the state payment percentage, payments to local units would

be only 34.3o/o of state spending, resulting in a shortfall of about $4.6 billion to

local governments (see Table D).

As shown in Table E, state payments to local units excluding school aid have

declined 37o/o, adjusted for inflation, since t994, and have fallen from about 32o/o

of state spending to !60/o of state spending, while state spending from state

resources has increased 260/o (adjusted for inflation).

This could not have been the intention of the Headlee amendment. Our view is

that the amendment was aimed at general local governments and not school

districts. Resources to schools have increased slightly while payments to other
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local governments have been cut drastically just what Headlee was trying to
prevent.

Declines in state support for local governments in Michigan have severely

affected services. As shown in Figure 2, nationwide, local governments

increased FTE's (full time equivalent) from t997 to 20L4by 3 percent while local

government in Michigan cut FTE's bV 26 percent or 86,231. Nationwide local

government increased police officers by t2 percent and firefighters by 16

percent while Michigan communities reduced police officers by 20 percent (4,205

FTE's) and firefighters by 28 percent (2,874 FTE's). Local governments in

Micliigan also experienced very significant declines in FTE's associated with Solid

Waste; Sewerage; Parks and Recreation; and Housing and Community

Development.

These types of personnel cuts were necessitated by state shifting the burden from

state programs to local governments. State cuts to municipalities of this

magnitude have had potentially significant negative impacts on public safety and

quality of life that are beyond the control of municipalities.
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TABTE A: STATE SPENDING FROM STATE SOURCES GOING TO
LOCAT

GOVERNMENT (ln Millions)

Total State SPending

from State Sources Totalto Locals Proportion

Shortfall

From 48,97%

FY 1993-94

FY 1992-93

FY 1991-92

FY 1990-91

FY 1989-90

FY 1988-89

FY 1987-88

FY 1986-87

FY 198s-86

FY 1984-85

FY 1983-84

FY 1982-83

FY 1981-82

FY 1980-81

FY 1979-80

s14,948.8

5L3,462.6

S12,450.9

5L2,799,O

s12,806.3

$11,896.5

Stt,435.8
5L0,729.4

S10,252.8

S9,562.0

s8,588.5

57,708.3

S7,195.6

s6,986.0
s6,948.4

57,474.2

s5,496.0

S5,399.2

S5,657.6

$5,490.9

$s,o67.7

S5,017.1

s4,7tL.4
54,397.6

s4,008.5

S3,szs.t
S3,179.9

52,974.7

s2,913.8
$2,892.0

s0.00%

48.25%

43.36%

44.20%

42.88o/o

42.60%

43.87%

43.9r%

42.89%

4Ls2%
41,.63%

4L.25%

41.34%

4L.7L%

41.62%

5o.o

Sge.o

$ogg.e

Soro.r
$zeo.g

Szsa.o

SsB3.o

5s+z.g

5ozg.z

5674.0

Sogo.z

5sg+.9

Ss+g.o

Ssoz.z
Ssro.o

SOUTCE: STATE Of MICHIGAN COMPREHENSIVE FINANCIAL REPORT (SOMCAFR) VATiOUS YCATS; SCNATE

Fiscal Agency; House Fiscal Agency; GLEC calculations.
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TABLE B: REVENUE SHARING PAYMENTS ANd CUTS: $5,790.7 MILLION IN CUTS SINCE PROPOSAL A
(ln Millions)

Total StatutorY Statutory

lntergovernmental Constitutional Statutory CVT Payments Revenue Sharing

Revenue Sharing Pavments Pavments to Counties Cuts

Fy 2O1s-15 s1,213.s szso.o s248.8 iZtq.t Ssqg.g

Fy 2014-1s s1,210.6 57soJ 5248.7 iZtt2 5s60.1

Fy 2013-14 s1,120.6 s739.1 523sJ S14s.8 Sss0.7

Fy 2OL2-t3 5t,o77.6 5722.2 5224.8 $130.6 $Sqg.Z

Fy 2OLL-LL 5t,o32.2 57O7.s 5209.7 S11s.0 5S+g.Z

Fy 2O1O-11 s1,091.s 5664.7 s3r+.g s112.s 5427.4

Fy 2009-10 lggq.z 5629.2 5309.7 5ss.3 S3ss'8

Fy 2008-09 $t,o+o.t s649.1 $gee.o $g.o iEozJ

Fy 2007-08 5L,O76.2 s6S8.2 sggg.o 5o.o 5344.4

Fy 2005-07 s1,070.9 s666.0 s404.9 50'0 5303.8

Fy 20os-06 s1,102.s soao.r 5422.4 5O.O 5301'4

Fy 2OO4-0s s1,112.0 s66S.7 s443.3 sO'O 5268.2

Fy 2OO3-04 s L,3O4.7 $6s3.1 s469.s s182.1 s22s.6

Fy 2OO2-03 5r,4st.4 sOOO.g 5s8S's 5202.6 5714.2

Fy 2001-02 s1,s17.3 s649.3 s6s0.5 s2t7.5 s+o.s

Fy zoo0-01 S1,ss5.5 5642.8 Sos+.0 5228.7 S0.0

Fy 19ee-00 5t,462.L sOZs.+ s619.4 s214.3 s49'3

Fy 1998-99 s1,380.7 sseo.e ss99.8 s200'6 itt.t
Fy 1997-98 $1,364.0 sSOg.g $sgg.o s200.6 $o'o

Fy 1996-97 s1,300.4 ss37.6 ssso.z s182.6 5140.4

Fy 199s-95 s1,2s9.9 $Sz+.s $ssz'+ s178'0 $sr.g

Fy 1994-9s s1,168.6 5477.0 5SrO.g 5774'7 S0Z'O

Fy 1993-94 it,tLt.7 5477,6 547t.L 5163.0 5S+.S

Fy 1992-93 st,ogz.s $424.2 s4s4.8 s1s3.s s+s.s

Fy 1991-e2 s926.s 5404.4 s399.4 $tZZ.t 5tt2.2

Fy 1990-91 s1,016.3 s4oo.6 s468.6 ;Mt.t 510.7

Fy 1989-90 s1,032.9 s40o.o s484.9 s148.0

Fy 1988-89 $ggg,s $gss.E s464.6 s143.6

Fy 1987-88 5929.6 s36s.2 5429.6 5rS+.9

Fy 1986-87 5877.7 $g+S.+ Sqoq.q 5L27s

Fy 198s-86 s832.3 sggs.+ sgz6'r s120'8

Fy 1s84-8s itoo.z SSOS.Z s33S'8 srrg.z
Fy 1e83-84 5674.3 5279.4 s291.6 s103.3

Fy 1982-83 ssgs.r 5243.6 s2ss.O 596.s s11.9

Fy 1981-82 5s2s.2 $237.4 5213.4 fiq.q s40.0

Fy 1e8O-81 ss42.t s231.0 5232.8 SZe.g s43's

Source: SOMCAFR various years; Senate Fiscal Agency; House Fiscal Agency; GLEC calculations.
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TABLE C: INFIATION ADJUSTED REVENUE SHARING PAYMENTS: FY 2015-16 PAYMENTS

LOWER THAN PAYMENTS lN FY 1982-83; DOWN 3O.7% SINCE FY 1994-9s

(lN MItLIONS of 1983 ADJUSTED DOLLARS)

FY 2015-16

FY 2014-15

FY 2013-14

tY 2012-L3

FY 20LL-t2
FY 2010-11

FY 2009-10

FY 2008-09

FY 2007-08

FY 2005-07

FY 2005-05

FY 2004-05

FY 2003-04

FY 2002-03

FY 2001-02

FY 2000-01

FY 1999-00

FY 1998-99

FY 1997-98

FY 1996-97

FY 1995-96

FY 1994-95

FY 1993-94

FY 1992-93

FY 1991-92

FY 1990-91

FY 1989-90

FY 1988-89

FY 1987-88

FY 1985-87

FY 1985-86

FY 1984-85

FY 1983-84
FY 1982-83

Total

Revenue Sharing

5s48.6

Sssz.s

Ssos.s

S+gr'g

s47e.e

ss19.8

Sqss.z

Ssrz'g
ss26.o

Ssse'r
Ssoz'e

ss88.4

s7o7.s

57s7.5

$es+'e

s8es.0

Ssog'z

$e+s.r
Sssa.+

Sgso.e

Sagr.o

5792.3

$778.0

flqq'g
Soas.e

Staz 'a

s814.6

Sszs.r
$eog.e

57s2.e

5zog.g

s718.s

S6s8.s
Ssgg'z

Constitutional
Pavments

s33s.1

Sg+z.o

Sggg.z

S32e.6

S328.e

$gro.s
S3o7 '4

5320.1

5sgo.+

s334.7

SEqt 'z
53s3'8

s3s4.2

S362.8

5sos.e

s36e.9

5gzg.+

S3so.+

s3s4.8

Sg+s.g

5346.2

s323.4

Sgg+'z

S306.1

s2e9.3

$goz.o

s31s.s

s3ls.2
Sgra.r
$srz.o
S31o'3

s2e1.3

5272.e
524s.t

Statutory CW

Pavments

s112.s

Srrs.s
s106.4

Sroz'o
Sgz.s

5L4e.7

sls1.3
51e1.3

s18e.6

s203.s

$zrs'o
5234.6

52s4.6

S323'4

$goo.s

53e3,6

$sos.o

Sgoe.+

5377.3

istg.+
S367.9

s3s0.4

532e.7

Sgzs.r
Szgs'o

$gsg.g

s382.4

s384.e

5Yq'z
$sos.s

s347,e

Sgzo'z

s284.8
s2s5.s

Payments

to Counties

Sgz'r
Sgo.+

Sos.s

Ssg.o

Ssg.s

Ssg'e

527.o

Sr's
So'o

s0.0

So'o

So'o

Sge.a

s111.3

$tzz.s
s131.6

St27 '3

itzg.z
$126.2

s117.s

s117.s

s118.4

Srr+.r
s110.8

Sgo.e

S111.1

s116.7

s11e.0

$nt.q
$ms's
s111.7

S1o7'o

s10o.e
Sgz'r

Source: SOMCAFR various years; Senate Fiscal Agency; House Fiscal Agency; GLEC calculations.
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FY 2015-16

FY 2014-15

FY 2013-14

FY 2012-13

tY 20tt-12

FY 2010-11

FY 2009-10

FY U008-09

FY 2007-08
i\.

FY 2006-07
1'

FY 2005-06

TABLE D: SHORTFATTS IN ADUSTED STATE PAYMENTS INCREASE SINCE PROPOSAL A
Est.

State Required ProPosal

source Local Payments A Funding charter Adiusted Local

Spending Payments 48.97To Percent shift Schools Spending
(millionsl (mllllonsl (millionsl Total (millionsl (millionsl (millionsl

$29,943 $16,853 s14,663 56.28% sS,lgt 5L,2tl 510,261

529,524 516,313 514,458 55.25% s5,375 s1,181 59,757

s28,301 s15,701 s13,859 55,48% s5,368 5L,L44 Sg,tAg

527,3t3 s15,369 513,375 56.27% 5S,33+ 51,053 58,981

527,!53 514,955 573,297 55.08% $5,311 $gog s8,Z3S

s26,184 s14,924 5t2,822 57.OO% s5,296 5e0g $8,765

925,797 514,530 $12,633 56.32% 55,275 5817 58,438

szs,ggs s15,112 s12,6s1 s8.49% ss,2s7 5772 59,083

$28,t44 s15,805 513,782 56.L6% 5S,tS9 Sllg s9,873

s26,763 s15,575 s13,106 58.20% 55,089 5743 59,743

s26,6s3 s1s,602 s13,0s2 s8.s4% s4,99s s60z s9,940

s25,688 s15,2s8 512,579 59.40% 54,967 sSg+ 59,698

s24,854 s15,430 5r2,t7! 62.08% s4,960 ssgr s9,939

s25,205 s15,804 s12,343 62.70% s4,946 s488 510,371

524,702 515,883 512,097 64.30% $ql6Z 5454 51.0,666

sz+,ose s1s,49s s12,089 62.77% s4,628 s384 510,483

$23,452 $tq,qil s11,484 6r.66% s4,s00 $302 s9,660

s22,7gt s13,888 s11,161 60.94% 54,2s2 5202 59,434

s2t,s7o 513,466 510,563 62.43% $4,038 s130 59,298

s2O,4O0 5t2,3g7 59,990 60.77% s3,796 574 S8,s28

s2},Otz s11,885 $9,800 59.39% 53,655 s31 58,199

s19,52s s11,431 s9,561 s8.55% s3,443 s+ s7,985

Percent
Adjusted

State
Spendins

343%

33.0o/o

32.50/o

32.90/o

32.2%

33.5/o

32'7o/o

3s.2%

35.!o/o

36.4%

373%

37.8o/o

40.0o/o

4r1%

43.2%

42.5%

4t.20/o

41.4%

43.r%

4t,8o/o

4t.0%

40.9%

Shortfall in
[ocal

Payments
(millions)

($4,4021

(s4,701)

(s4,670)

(s4,394)

(s4,562)

(s4,057)

($4,195)

(s3,569)

(s3,910)

(Sr,sos;

(Ss,rrzl

(52,882)

(52,232')

(51,972]'

(s1,430)

(51,606)

(s1,825)

(s!,707l,

(s1,265)

(51,4621

(s1,601)

(s1,s77)

T

FY 2004-0s
t

FY 2003-04
i

FY 2002-03

rv ioor-oz
,

FY 1000-01

FY t999-00

,,..
FY 1998-99

J

FY 1997-98

FY ies6-g7

FY 1995-96

FY i994-95

Total
stroiitatt

;1

(s64,510)

Source: SOMCAFR various years; Senate Fiscal Agency; House Fiscal Agency; GLEC calculations.
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lable E: State Payments to Local Governments (excluding schools) Has Declined

iharply
millions)

% Change

FY 1994 FY 20L6 Adjusted
for
lnflation

)ayments to Local Govts
)ayments to School Districts
)aymFnts to Other Local Govts.

.ocal $chool Property Taxes

lotal School Expenditures (Excludes Federal Aid)

l'otal State Spending from State Resources
taynrents to Other Local Govts. as%of State Spending

lotal State Spending less payments to other local Govts

57,474

s2,630
54,944

55,857

58,487

s16,852

S11,919

54,933

$z,osq
$13,973

39.2%

279.7%

-37.L%

-78.4%

t.6%

26.t%

56.4%

$14,949 s30,547
32.4% L6.L%

$10,105 526,6L4

lal

t
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Figure 1: Percent Adjusted State Spending Declines

trom 40.9%1o34.3%

40.o% -

38.0% -

6.O%

34.0% -

32.0% -

Fy 1994-95 Fy 1997-98 Fy 2000-01 FY 2003-04 FY 2006-07 FY 2009-10 FY 2072-L3 FY2015-16

FIGURE 2: MICHIGAN AND U5 LOCAL GOVERNMENT EMPLOYMENT CHANGES
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I, MITCI{ELL E. BEAN, being duly swom affirm, and based on knowledge, information

and beliof do hereby state as follows:

1. I have ovor twenty-frve years of experience as a professional economist and presently

work as an independent economics consultant on public polioy issues with a fiscal or

economio imPact'

Z. I hold a Master of Arts Degree in Economios from Michigan State University and a

Bachelor of Arts Degree in Economios from Washington State University.

3, From 1992 to 1993, I was employed as Economist in the Michigan Department of

Treasury,s Office of Revenue and Tax Analysis. Part of my work at that time involved

working with a team to develop property tax and school finance reform proposals'

4, From 1993 to 1999, I was employed as a Senior Economist with the Michigan House of

Representatives, House Fiscal Agency. My work included arralyzing State budgets and

providing analysis of the fiscal impact of proposed legislation on the State economy and

revenuB.

5. From 1999 to 2011, I was employed as a Director of the Michigan House of

Representatives, House Fiscal Agency, My work included providing nonpartisan

information and analysis to State legislators regarding Stats revenue and expenditures on

State budget matters.

6, My resume, attached as Exhibit A, fifther details my professional history, eduoation, and

additional infognation regarding my experience as Economist with expertise on State

budget matters,
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7. My resume, attaohed as Exhibit A, further details my professional history, education, and

additional infornation regarcling my experience as an eoonomist with expertise on

Michigan state budget matterc'

g. Attached as Exhibit B is a report, dated February 2018, which l participated in creating

with Mr, Robert J, Kleine as principals of Great Lakes Economic Consulting for the

Michigan Municipal League under retainer from that ontity. The report conqists of an

initial oommentary o6ntaining conclusions that I have drawn from televant published data

from state govenxnent resources as indicated in the several tables attached thereto.

g. The oonolusions in that commentary as to the estimated irnpact on Michigan local

governments 8s a proximate result of the treatment by state government of the taxes

collected and state expenditues following adoption by Michigan voters of a

Constitutional Arnendment in 1978, commonly known as the Headlee Amendment, and

from the 1994 Amendment to the Michigan Constitution, commonly known as Proposal

A, arc accurate and reliably based in my professional judgment, Relative to the latter

Amendment, the data repofied reflects the resulting shifts in spending by State

government of those taxes between state and local governments which in rrry professional

judgment are accurate and reliably based, The data refleoted in the Tables A through E

attached to the report are accurate and reliably based on the sources identified in each

Table'

I swear or affirm that the above and foregoing representation are true and conect to the

best of my information and knowledge, Further Affiant sayeth Naught'

@
MITCHELL E. BEAN
Cireat Lakes Economic Consulting LLC
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I1889 Plains Road
Eaton Rapids, NLl48827

Dated: Futroury ql/g$zo t I

subscribEd and sworn before mq, f-l.Ae \\:tv^t-
A Notary Public, on - ? ') lp-t Y N ohayru*S Ni\rl-cl^elL Seo^s

Eanq*.t-<.
d

Notary
My commission

4548372-l

County, M[.
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Mitchell E. Bean
11889 Plains Road, Eaton Rapids, Ml 48827

Email : beanmitch@gmail.com

PROFESS' ONAL EXPERIENEE
iichlganHouseofRepresentatlves:{999to2011

Directed nonpartisan, proflssional, confidential staff of 30 providing the House Appropriations Committee, and

other House hembers, with informatlon and analysis of revenue, expenditure, and budget matters; led and/or

participated in biyoarly Consensus Revenue Estimatlng Confersnce procsss; worked closely with leadership of

if"puOtic"n and bemocratic parties, and with Senate and Executive branches; anticipated policy and legislative

needs/requirements.

Key Contributions/Achievements: Expanded and standardized FiscalAgency publications program; created

approprlation process tralning sessions for new House members and staff; initiated program of economic and

Ulbgdt presentations (14 ln 2008; over 40 in 2010) for House members, policy staff, and professional and citizen

groJps;'addressed the full House during session to update members on economic and revenue problems; served

i"u"n jit.t"nt Speakers (Michlgan House of Representatives) and nine House Appropriation Committee Chairs.

$enior Economlst, Houee Flscal Agency, Michlgan House of Representatlves: 1993 to 1999

Analyzed/forecasted national/State eionomy and State revenue, determined liscal lmpact of proposed logislation

with potential to affect State revenue, served as economic and technical resource for Agency staff and members

of the House of RePresentatives,

Economist, Offlce of Revenue and Tax Analysls, Mlchlgan Department of Treasury: 1992 to 1993

Analyzed Single Business Tax and tax expenditure issues; worked with team developing school finence and

property tax reform ProPosals.

tnstructor, Department of Economics, Mlchlgan state Unlverslty: 1992

lntermediate Microeconomics,

ASSOCTATTONS-Nmnal eonfeience of State Legislaturos (NCSL)

Deficit Reduction Task Force, 2010 to 2011: Reviewed NCSL policy, interacted with congressional committees,

reported recommendations to NCSL Executive Committee'

Staff Vice-Chair for Standlng Committees, 2010 1o2011: Reviewed pending policy resolutions, identified

emerglng state/federal issues, coordlnated outraach to legislators and staff'

Budgets and Revenue Committeo, 2008 to 2011 : lntermediate Past Staff Chair, Staff Vice Chair, Modorator

iAuiiO nmerica Bonds), Panelist (Lessons on Craftlng Tax Policy), Panellst (State Unemployment Funds: Going

ior Broke?), Speaker (lmpact of Tax Expendituree on Budget Shortfalls),

The pew Charltable Trusts - Featured speaker at November 2009 briefing following release of The Pew Center

report (Beyond Californla, States ln Fiscal Peril).

MacNeil/Lehrer Productions - Participant in November 2009 documentary, (By the People-Hard Times, Hard

Choicos), Panelist (Spending Cuts and Taxes)'

Federal Reserve Bank of Chlcago - Regular participant in Midwest Economic Roundtable.

Natlonal Tax Assoclatlon - Member, 1990 to 2011

EDUCATION
ffi;ffi;iifG in Economics (ABD), Michigan State University, East Lansing, Michigan

Bachelor of Arts in Economics (Cum Laude, Phi Beta Kappa), Washington State Unlversity, Pullman, Washington
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PUBLICATIONS

"Budget Areas Synopses FY 2010'11," with Kyle l. Jen, November 2010'

.State Unemployment Funds: lmplications for Michigan's Budget," Natlonal Conlerence o ,

July 28, 2010.

,.StandardPrinciplesandPracticeinPublicFinance,,,.,July25'2010'
,'Civil Service Salary and Benefit Comparisons," with Viola Bay Wild and Jim Stansell, November 2008'

Medicaid's lmpact on the State Budget," wlth Bill Fairgrleve, Fiscal Forum, January 2004.

Revenue Review, wlth Rebecca Ross, quarterly, 2000 through 2011'

"The lncome Tax," with Kyle l. Jen, April 1999.

,,Michigan Economic and lndustrial Trends," with Steve Marasco, Flscal Focus, November 1998'

"Michigan and lnternet Taxation," with Marjorie Bilyeu, Fiscal Focus, February 1998'

',Toward Deregulation of Michigan's Electric Utility lndustry: What Should We Expect?, with Marjorie Bilyeu,

Figcal Focus, February 1998'

,,lnternet Taxation in Michigan," with Marjorie Bilyeu, State and Local Taxes Weekly, February 1 , 1998.

,,Recent Legislative Changes to Michigan's Limited Liabllity Company Act," with Marjorie Bilyeu; Kemp, Klein,

Umphrey, dEndl"ran, plq. Quarterly Commentator, Winter 1997/1998; Fiscal Forum, October 1997i Michigan

Tax Lawyer,Volume XXlll, lssue 3, Third Quarter 1997,

"Michigan's Short Statute of Limitatlons Applying to Tax Law.s: A.Constitutional Controversy," with Marjorie

BilyeuiFiscal Forum, October 1997; Sfate and LocalTaxes Weekly, October 6, 1997.

,'Mail Order Sales; ls Michigan Getting lts Fair Share of Sales and Use Taxes?," with Marjorie Bilyeu' Fiscal

Forum, September 1997'

"State Cash Flow and Borrowing Costs," Fiscal Focus, June 1997'

',Dynamic Revenue Estimating, Will lt Work For Michigan?;" with Jay Wortley, Senate FiscalAgency, and Mark P.

Haas, Michigan Department of Treasury; March 1997.

',Revenue performance and Economic Conditions in Michigan," National Tax Assoclation Proceedings. 90th

Annual Conference, Chicago, lllinois, 1997.

.Michigan Economic Outlook and Revenue Estimates," with Steve Marasco; Fiscal Years 1997-98 and 1998-99'

1998-99 and 1999-2000, 1999-2000 and 2000-01'

,'pupil and Taxpayer Equity in Michigan: lnitial Analysis of School Finance Reform," wlth Hank Prince, National

conterence ot'st6te tegisiatures Nitional Seminar on Property Tax Reform, Atlanta, Georgia, october 19' 1995'

.Trade Sanctions and Economic Welfare," with Michael Ahmad, Fiscal Forum, June 1995'

Key Economic tndicators update, Bi-monthly, 1995 through 1999'

,'Overylew of the Headlee Limit on State Revenues," Fiscal Forum, June 1994'

"Fiscal Effects of Tax lncrement Financing," 1994.

,'Analysis of the Michigan single Business Tax," otfice of Revenue and Tax Analysis, Michigan Department of

Treasury,1993.

"Tax Expenditure Appendix to the Executive Budget," Office of Revenue and Tax Analysis, Michigan Department

of Treasury,1993.

"The Economic lmpact of Michigan State University to the State of lvlichigan," wlth Ronald Flsher' John

GoJdeeris, and Margie Tleslau, A Report to the Vice President for Research and Graduate Studies, Michigan

State UnivorsitY, 1992.
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Ecovoutc aItD BUqcET PR,+$ENTAilqN S

November 2010: Michigan Library Association; New Members of the Michigan House of Representatives'

October 2010: Oakland University; Rotary Club of Portage, Michigan; UAW Region 1-C, Annual Cap Conference;

MSU Institute for public policy anl Social Research, State Tax and Budget Round Table; Michigan Future, lnc.;

Grand Valley Metro Council.

September 2010: Governmental Consultants Services, lnc. and Ottawa County'

August 2010: Michigan Judges' Associatlon'

May 2010: Michigan Municipal League; Michigan Association of School Nurses; Town Hall Moeting With State

Reiresentative C-orriveau; Town Hall Meeting With State Representative Segal; Buslness Leaders for Michigan;

National Association for Business Economics'

. April2010: Town Hall Meeting With State Representative Stamas; Macomb lntermediate School District;Allegan

C'ounty LocalOfficials;Town Hall Meeting With State Representative Nathan;Town Hall Meeting With State

Representative Roberts'

March 2010: Michigan Association of Counties; Michigan County Medical Care Facilities Council; Architects and

Engineers; town H"ill Meeting With State Representrative Kurtz; State Bar of Michlgan; State Farm lnsurance'

February 2010: MSU lnstltute for Public Policy and Social Research., Michigan Political Leadership Program;

CentLt fuicnig"n University; Michlgan Soclety of Association Executives; MSU lnstitute for Public Policy and

Sooial Reseaich, Michigan Pollcy Forum Series; Town Hall Meeting With State Representative Jones,

January 2010: Michigan Office of Services to the Aging; Michlgan Associalion of Health Plans; Lansing State

Journai;Town HallMieting With State Representative Barnett;Town Hall Meeting With State Representative

Bauer; ihe Economist (lnterview); U,S. Representative Hoekstra; Unlversity of Michigan, Flint Campus'

December 200g: Detroit Fres Press; Fight Crime: lnvest in Kids; Michigan League for Human Services; Michigan

Utilities Directors Association; university of Michigan, Ann Arbor campus,

November 200g: MacNeil/Leher Productions "By the People;" Town Hall Meeting With State Representative

Byrnes; Town Hall Meeting With State Ropresentative Opsommer; Public Affairs Associates; The Pew Center;

Tri-County Office on Aging Advisory Council.

October 2009: Association of Businesses Advocating Tariff Equity; Presidents Council, State Universities of

Michigan; UAW Region 1-C, AnnualCAP Conference.

september 2009: Black caucus Foundation lnstitute; Michigan Farm Bureau.

August 2009: Town Hall Meeting With State Representative Bauer'

July 2009: City, County, and Village Officials in City of Kalamazoo and Van Buren County; Michigan Municipal

League,

May 2009: Allegan County Local Officials; Medical Care Advlsory Council; Michigan Community College _.
Asjociation; MiCnigan Long Term Care support and Service Advisory Commission; Michigan Professional Fire

Fighters Union;The Capitol Club; Western Michigan University'

March 2009: Michigan Bankers Association; Architects and Englneers.

February 2009: Michigan Association of Counties; Michigan Association of Public Employees Retirement

System;'frlSU tnstitutJfor Publlc Policy and Social Research, Michigan Political Leadership Program; Cable

Television Show With State Representative Anger.

January 2009: Early Childhood lnvestment Corporation, Great Start Parent Liaison lnstitute; Michigan School

Business Officials.
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Estimated Local Impact of Proposal A Tax and Spending Shifts

FebruarY 2O18

The Michigan Municipal League (MML) retained Great Lakes Economic Consulting

(GLEC) to estimate the impact of Proposal A related tax and spending shifts on

local government resources.

Since Lgg4 (passage of Proposal A) the state has failed to provide the level of

funding required by Article 9, Section 30 of the so-called Headlee Amendment. The

state has failed to provide local governments the same level of support (as a share

of state spending) as in FY L979, as required by the constitution, by counting

payments to school districts (resulting from a tax shift), and payments to charter

schools as local suPPort.

As a consequence, local governments have been deprived of legally entitled state

funding estimated at $4.4 billion in FY 20t6, and about $65 bitlion since L994.

The combination of the loss of this revenue and a weak economy have created

fiscal stress for many local governments, particularly cities, forcing significant cuts

in vital public services, arguably placing the health and safety of Michigan citizens

at risk. The plight of our cities, as exemplified by the Detroit bankruptcy and the

Flint water crisis, has placed our state in an unfavorable light nationally, and could

have a negative economic impact long term. There is also the potential during the

next economic downturn for a wave of municipal bankruptcies.

In 1978, the voters approved the so-called Headlee Amendment which limited the

taxing power of state and local governments. One the provisions, Article 9, Section

30, limited the ability of the state to reduce aid to local governments.

The proportion of totat state spending paid to all units of Local Government,

taken as a group, shalt not be reduced below that proportion in effect in

fiscal year 1978-79,

The drafters of the amendment wanted to ensure that the state would not shift the

financial burden to local governments. However, with the passage of Proposal A in

Igg4, this is just what happened. Proposal A largely shifted support for K-I2
education from local school districts to the state. As a result, the state counted the

payments from the state to the school districts as spending to local governments,

increasing the proportion of state spending from the required48.97 to 58.55% in
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FY 1995 (the first full year proposal A was in effect), rendering the Headlee local

spending requirement moot. The percentage peaked at 64.3olo in FY 2002. As a

consequence, the state was able to cut revenue sharing payments to locals when

it ran into budget problems in the early 2000's. If the required proportion of state

spending had remained at 48.97o/o, and not increased due to Proposal A, the state

would not have been able to make significant cuts to revenue sharing.

As shown in Table A, state support to local units doubled from FY 1980 to FY

Lgg4, an inflation adjusted increase of 42.60/o However, since 1995, state aid to

locals has declined4o/o adjusted for inflation. However, the cut in state revenue

sharing payments was much more dramatic. From FY 1981 to FY L994, statutory
revenue sharing payments to Cities, Villages, Townships (CW's) and Counties

increased from 9311 million to $634 million. In FY 20t6, statutory revenue

sharing was 9463 million, 55o/o below the 1994 level adjusted for inflation. (see

Exhibits B and C). All of the decline has occurred since FY 2002, as a weak

economy forced budget cutbacks, which fell disproportionally on local

governments. Total payments to local governments fell from a peak of 64.30/o of

state spending from state sources in 2002 to 56.28olo in FY 20L6 (refer to Table

D). Total revenue sharing payments fell from 6.3o/o of state spending from state
sources in FY 2OO1 to 4.1olo in FY 2015, and statutory payments fell from 3.7o/oto

l.60/o. While state spending from state resources was increasing L9.5o/o, statutory
revenue payments were reduced almost 50o/o.

In FY 2016, state payments to local governments were 56.3% of state spending

from state sources. This percentage is above the 48.97%o constitutional
requirement (Headlee section 30). However, if the Proposal A payments for K-I2
education (and other contested payments, for example, charter school payments)

were excluded from the state payment percentage, payments to local units would

be only 34.3o/o of state spending, resulting in a shortfall of about $4.6 billion to

local governments (see Table D).

As shown in Table E, state payments to local units excluding school aid have

declined 37o/o, adjusted for inflation, since L994, and have fallen from about 32o/o

of state spending to L6o/o of state spending, while state spending from state

resources has increased 260/o (adiusted for inflation).

This could not have been the intention of the Headlee amendment. Our view is

that the amendment was aimed at general local governments and not school

districts. Resources to schools have increased slightly while payments to other
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local governments have been cut drastically just what Headlee was trying to
prevent.

Declines in state support for local governments in Michigan have severely

affected services. As shown in Figure 2, nationwide, local governments

increased FTE's (full time equivalent) from L997 to 20t4by 3 percent while local

government in Michigan cut FTE's bV 26 percent or 86,231. Nationwide local

government increased police officers by t2 percent and firefighters by 16

percent while Michigan communities reduced police officers by 20 percent (4,205

FTE's) and firefighters bV 28 percent (2,874 FTE's). Local governments in

Michigan also experienced very significant declines in FTE's associated with Solid

Waste; Sewerage; Parks and Recreation; and Housing and Community

Development.

These types of personnel cuts were necessitated by state shifting the burden from

state programs to local governments. State cuts to municipalities of this

magnitude have had potentially significant negative impacts on public safety and

quality of life that are beyond the control of municipalities.
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TABLE A: STATE SPENDING FROM STATE SOURCES GOING TO
TOCAL

GOVERNMENT (ln Millions)

Total State Spending

from State Sources Total to Locals Proportion

Shortfall

From48,97%

FY 1993'94

FY 1992-93

FY 1991-92

FY 1990-91

FY 1989-90

FY 1988-89

FY 1987-88

FY 1986-87

FY 1985-86

FY 1984-85

FY 1983-84

FY 1982-83

FY 1981-82

FY 1980-81
FY 1979-80

$14,948.8

5L3,462.6

s12,450.9

512,799.O

$12,806.3

s11,896.5

s11,435.8

iLO,729.4

s10,252.8

S9,562.0

S8,588.5

57,708.3

$z,tgs.o
S0,986.0
s6,948.4

57,474.2

s6,496.0

55,399.2

Ss,657.6

$5,490.9

55,067.7

s5,017.1

$4,7LL.4

54,397.6

s4,008.5

S3,575.1

s3,179.9

52,974.7

S2,913.8
S2,ggz.o

s0.00%

48.25%

43.36%

44.20%

42.88%

42.60%

43.87%

43.9t%

42.89%

4192%
4L.63%

4L.25%

4t34%
41.7L%

47.62%

5o.o

5e6.6

S6e8.8

Soro.r
Szgo.s

$7s8.0

Ssss.o

$s+z.a

iazg.z
5674,O

5ogo.z

Ssga.g

ss4e.0

Ssoz.z
$sro.o

Source: STATE of MICHIGAN COMPREHENSIVE FINANCIAL REPORT (SOMCAFR)various years; Senate

FiscalAgency; House Fiscal Agency; GLEC calculations.
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TABTE B: REVENUE SHARING PAYMENTS ANd CUTS: $5,790.7 MILTION IN CUTS SINCE PROPOSAL A
(tn Millions)

Total Statutory Statutory.
lntergovernmental Constitutional Statutory CW Payments Revenue Sharing

Revenue Sharing Pavments Pavments to Counties Cuts

Fy 201s-15 51,213.s S7s0.0 5248.8 5214J Ss49.3

Fy 2014-1s s1,210.6 57sO.7 5248.7 52tL.2 Ss60.1

Fy 2OL3-t4 s1,120.6 sZgg.r 5?3sJ 5145.8 sss0.7

Fy 2OL2-L3 5t,0t2.0 5722.2 5224.8 5130.6 Ss43.7

Fy 2OLL-L2 5t,032.2 5t0t.s 5zog.z 5115.0 Ss+g.z

Fy 2O1O-11 s1,09r.5 5664.7 Sgr+.9 Suz.S $427.4

Fy 200e-10 5s94.2 562e.2 5gOg.Z Sss.3 S3se.8

Fy 2008-09 s1,040.1 s649.1 $Sse.O sS.O isOZ.t

Fy 2007-08 51,076.2 5688.2 5388.0 SO,O igqq.q
Fy 2OO5-07 $1,070.9 s666.0 s404.9 5O.O sgOg.g

Fy 2O0s-06 s1,102.s s6go.r 5422.4 $o.o s301.4

Fy 2OO4-05 s1,112.0 sO0g.Z s443.3 s0.0 5268.2

Fy 2003-04 5L,3O4.7 S0Sg.r 5459.s 5182.1 522s.6

Fy 2OO2-03 $L,qSt.q 5660.3 SSes.S $202.6 5tL4.2

Fy 2OO1-02 sr,srZ.g s649.3 $0SO.S 52175 s40.s

Fy 20oo-01 sl,sss.s $642.8 $0S+.0 5228.7 SO.O

Fy 1999-00 5t,462.1 5029.+ 5619.4 52143 S+g.g

Fy 1e98-99 $r,3sO.Z ss80.3 sSgg.e $200.6 stz.t
Fy 1997-98 s1,364.0 ss63.S sSgg.6 5zoo.0 $o.o

Fy 1995-97 5t,3OO.+ SSSZ.0 SSSO.Z S1AZ.0 Sr+0.+

Fy 1995-96 s1,2s9,9 5524.s Sss7.4 SrZg.O S8r.s

Fy 1994-9s s1,168.6 ,Mt.O 5Sr0.g $L74.7 567.0

Fy 1993-94 iL,LLL.7 5477.6 $47L.t 5163.0 SS+.S

Fy 1992-93 $1,032.s $424.2 54s4.8 $rSg.S S4s.s

Fy 1991-92 5926.s 5404.4 5399.4 itZZJ 5tt2.2
Fy 1e90-91 $r,OrO.g $aoo.6 s46s.6 ,Mzl 5ro.z
Fy 1989-90 s1,032.9 saOO.O s484.9 sr+S.O

Fy 1e88-89 $ggg.s Ssgs.g 5464.6 5143.6

Fy 1e87-88 $gzg.0 536s.2 ,qzg.a 5134.8

Fy 1986-87 5877.7 SSAS.+ 5404.4 5t27.9
Fy 198s-85 s832.3 sggS.+ s376.1 $rZO.s

Fy 1e84-8s s76O.2 s308.2 s338.8 s113.2

Fy 1e83-84 $atq.g 5279.4 5291.6 sroe.g
Fy 1982-83 sSgS.r sz+s.0 s2ss.0 sg0.s 5rr.g
Fy 1981-82 5SZS.Z 5237.4 5213.4 574.4 5+O.O

Fy 1980-81 $S+Z.r 5Zgr.o 5232.8 578.3 S43.s

Source: SOMCAFR various years; Senate Fiscal Agency; House Fiscal Agency; GLEC calculations.
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TABTE C: INFLATION ADJUSTED REVENUE SHARTNG PAYMENTS: FY 2015-15 PAYMENTS

TOWER THAN PAYMENTS lN FY 1982-83; DOWN }O.7%SINCE FY 1994-95

(lN MItLIONS of 1983 ADJUSTED DOLLARS)

FY 2015-15

tY 20L4-15

FY 2013-14

tY 2012-L3

FY 20tl-t2
FY 2010-11

FY 2009-10

FY 2008-09

FY 2007-08

FY 2006-07

FY 2005-06

FY 2004-05

FY 2003-04

FY 2002-03

FY 2001-02

FY 2000-01

FY 1999-00

FY 1998-99

FY 1997-98

FY 1996-97

FY 199s-96

FY 1994-95

FY 1993-94

FY 1992-93

FY 1991-92

FY 1990-91

FY 1989-90

FY 1988-89

FY 1987-88

FY 1986-87

FY 1985-86

FY 1984-85

FY 1983-84
FY 1982-83

Total

Revenue Sharing

Ss+s.o

Sssz.s

Ssos'g

$+gr'e
$qtg'g
Ssle.8

$48s.7

ss12.s

Sszo.o

Sssg.r
5s62.8

5ss8.4

5707.s

Stgt 's
s8s4.8

s8es.o

$gog'z

Sg+e.r

Sesa.+

S836.8

Ssgr'e
$7e2.3

s778.0

5744.s

s68s.8

5767 '6
Ssr+'o
Sezs.r
s8oe.8

57e2.9

s769.e

Szra.s
S6s8.s
Ssge.z

Constitutional
Pavments

Sggg.r

igqz.s
S333.7

$szg.o

5gzg.g

5316.s

5goz.+

s320.1

s336.4

Seg+.2

s347.2

Sgsg.s

S3s4.2

Sgoz.s

Sgos.s

S36s.e

Sgzs.4

Sgso'+

5gs+'e

S34s.e

$Eqa.z

Sszg'+

5gs+.2

S306.1

529e.3

5302.6

$srs.s
Ssrg'z
$grg.r
S312.0

Ssro'g
5zgr.g
5272'e
$zqs.t

Statutory CW
Pavments

5rrz.s
Srrg.s
5106.4

s102.6

Sgz.s

5L49.7

s1s1.3

Srgr.g
Srgg.o

s203.s

Szrs.o
5234.6

5zs+.0

Sszs.+

$goo.s

5sgs.o

S368.0

Sgoe.+

s377.3

Sszs.+

s367.9

Ssso.+

S329.7

Sgza'r
S2ss.6

Sgss.g

S382.4

s384.e

5374.2

S36s.3

izqt.g
s320.2

5284.8
s2s6.s

Payments

to Counties

se7.1

5so.a

$os.e

Ssg.o

5sg.s

Ssg'o

527.0

$1.s

$o'o

So'o

So'o

So'o

Se8.8

Srrr's
5L22.s

Srgr.o
5727.3

5L23.2

|na.z
$uz.s
s117.s

$rrs.+
s114.1

$110.8

Sgo.a

s111.1

StL6.7

$mg'o
5tt7 '4
s11s.s

ittt.t
s1O7.o

s100.e
5gz'r

Source: SOMCAFR various years; Senate Fiscal Agency; House Fiscal Agency; GLEC calculations.
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FY 2015-16

FY 2014-15

FY ?013-14

FY 20t2-L3

FY ?:0tt-t2

FY 2010-11

FY 2009-10

FY 2008-09
j

FY 2007-08
1

FY 2006-07

FY 2005-06

FY 2004-05

3

FY 2003-04
3

FY 2002-03

FY 2001-02
!

FY 2000-01
:

FY 199s-oo
itr

FY i998-99

FY i:be7-s8
t

FY 1995-97
!

FY 1995-95
,:

i
FY f.994-95

TABTE D: SHORTFALLS IN ADUSTED STATE PAYMENTS IN.CREASE SINCE PROPOSAT A

State Required Proposal

Source local Payments A Fundlng Charter Adfusted Local

Spending Payments 48.97Yo Percent shlft Schools Spendlng
(millionsl (mllllonsl (millionsl Total (millionsl (millionsl (millionsl

s29,943 stO,gSg 514,663 56.28% s5,381 5t,2tt $10,251

$29,524 s16,313 s14,458 55.257o sS,lZS $1,18t 59,757

s28,301 s15,701 s13,859 55.48% $5,368 5L,L44 59,189

527,3L3 Sts,leg 513,375 56.27% $5,334 51,053 58,981

527,153 514,955 513,297 55.08% Ss,311 $gog $8,735

s26,t84 st4,g24 5t2,822 s7.OO% s5,296 sg6s $8,765

szs,lgl st+,sgo 512,633 56,32% $S,ZZS sgrz $8,438

s2s,835 s15,112 s12,651 s8.49% $5,ZSZ sllz sg,Ogg

$28,144 s15,805 s13,782 56.16% $5,159 SllE s9,873

526,76g 515,575 513,106 58.20% Ss,089 5743 59,743

S26,6s3 S1s,602 513,052 s8s4% S4,99s 5667 $g,gco

s25,688. s15,258 5!2,579 59.40% 54,967 5Sg+ $g,Ogg

$24,854 $1S,ASO stz,t7L 62.O8Yo 54,960 SSgr 59,939

s25,205 s15,804 s12,343 62.70% s4,946 s48S StO,gZt

s24,702 s15,883 5t2,Og7 64.30% 54,762 5454 StO,OeO

524,686 515,495 512,089 62.77% 54,628 Ssa+ 510,483

s23,452 s14,461 s11,484 61.66% s4,500 sgoz s9,660

g22,7gL 513,888 511,161 60.94% $4,252 $2o2 $9,434

52!,570 51g,4O6 510,563 62.43% s4,038 srso 59,Zgg

s2O,40O s12,397 s9,990 60.77% $3,796 Slq s8,s28

sz},Ot2 s11,88s s9,8OO sg.3g% s3,655 ssr s8,199

s19,525 s11,431 s9,s61 58.55% 53,443 s4 57,985

Percent
Adjusted
State

Spendine

34.3o/o

33.00/o

325%

32p%

32,2%

335%

32.7o/o

35.2%

35.1%

36.4/o

37.30/o

37.8%

40.0%

4t.to/o

43.2%

42.5Yo

4L.2Yo

4L.40/o

43.!o/o

4r.8%

47.0%

403%

Shortfall in
Local

Payments
(millionll
(s4,402)

(s4,701)

(54,670)

(s4,394)

($4,562)

(s4,0s7)

(s4,19s)

(s3,s69)

(s3,910)

(Sa,aos1

(Sa,rrz1

(s2,882)

$2,232]'

$r,972l'

(s1,430)

(s1,606)

(s1,825)

($1,707)

($1,26s)

(5t,4621

(s1,601)

$t,577l,

Total
shoitfall

' Source: SOMCAFR various years; Senate Fiscal Agency; House Fiscal Agency; GLEC calculations.

i

(s64,510)
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lable E: State Payments to Local Governments (excluding schools) Has Declined
iharply
millions)

% Change

FY 1994 FY 2076 Adjusted
for
lnflation

)ayments to Local Govts
)ayments to School Districts
)aympnts to Other Local Govts.

.ocal pchool Property Taxes

t'otal School Expenditures (Excludes Federal Aid)

total State Spending from State Resources
)ayments to Other Local Govts. as% of State Spending

lotal State Spending less payments to other local Govts

57,474

52,ogo

54,8qq

Ss,857

58,487

S16,852

Su,919
s4,933

$2,O54

S13,973

39.2%

279.7%
-37.L%

-78.4%

t.6%

26.L%

56.4%

514,949 S30,547
32.4% L6.Lo/o

s10,1o5 526,6L4

'l i:

-t-

t
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0%- Figure 1: Percent Adjusted State Spending Declines
from 40.9%to 34.3%

0%*

40.0% -

38.0% -

36.0% -

34.0% -

32.0% -

Fy 1994-95 Fy 1997-98 FY 2000-01 FY 2003-04 FY 2006-07 FY 2009-10 FY 20t2-L3 FY 201s-16

FIGURE 2: MICHIGAN AND US LOCAL GOVERNMENT EMPLOYMENT CHANGES

Percent Change in FTE: 1997to 2014

3096 .

0
bo

filEq
csu
c,

Iffi

o%

-1096

-ffi%

-70%

-20$6

-30%

-54% ""-"---*

Totel FtE Firefighters Sewerage

r u.s. 316 1616 -LA% -196 -220,t

-63%r Michigan -28% -59% -24%

Source: US Census Bureau, 2014 Annual Survey of Public Employment and Payroll.

9

Solid Waste
Management

Pa*s and
Recreation

: Housing and 
:i Community 
i

: Oer/elopmen! j

| -t49{' 
:

i -38% 
i-2696

Police Officers

-2096

12%

R
E

C
E

IV
E

D
 by M

C
O

A
 3/13/2018 4:36:13 PM



STATE OF MICHIGAN
IN TI{E COURT OF APPEALS

:
o
&

=
0

T
(,
cl

TAXPAYERS FOR MICHIGA}'I
CONSTITUTIONAL GOVERNMENT,
STEVE DUCHA}.IE, RANDALL BLUM,
And SARA I(ANDEL,

Plaintiffs,
V

THE STATE OF MICHIGA}.I, THE
DEPARTMENT OF TECHNOLOGY'
MANAGEMENT AND BUDGET OF THE
STATE OF MiCHICAN; and the MICHIGAN
OFFICE OF TI{E AUDITOR GENERAL'

Defendants.

JOHN C. PHILO l)
Al.trHoNY D. PARIS (P71525)

Attorneys for Plaintiffs
SURAR LAW CENTER
FOR ECONOMIC & SOCIAL JUSTICE

4605 Cass Avenue, Second Floor
Dotoit, MI4820l
(313) 9e3-450s

JOHN E. MOGK (P17866)
ROBERT A, SEDLER (P31003)

Co-Counsel for Plaintiffs
WAYNE STATE I,}NIVERSITY LAW SCHOOL

471 W. Palmer Ave'
Detroit, ML48202
Qr3) s77-3e5s

TRACY AI.{NE PETERS (P76 1 85)

Co-Cousel for Plaintiffs
TRACY A PETERS PLLC
3494 Harvatd Rd.

Detroit, M148224
(313) 693-slss

Cout of Appeals No. 334663

BILL SCHUETTE, Attorney General
AARON D. LINDSTROM (P72916)

Solicitor Genoral Counsel of Reoord

LiIATTHEW SCHNEIDER (P62 1 90)

Chief Legal Counsel
ADAM P. SADOWSKI 6173864)
IvIATTHEW B. HODGES (P72 I 93)
DAVrD W. THOMPSON (P7s356)

MTCHAEL S. HILL (P73084)

Assistant Attomey Goneral
Attorney s for D efendants
P.O. Box 30754
Lansing, MI 48909
(sl7)373-3203

DENNIS R. POLLARD (P18981)

JENNTFERHILL (P59023)

Attomeys for Amici Curiae'
2600 Troy Center Drive
P.O. Box 5025

Troy, MI 48007-5025
(248) 851-9s00

A$STDAIrIT 0f BOSSRT J; I(LEIlrq

R
E

C
E

IV
E

D
 by M

C
O

A
 3/13/2018 4:36:13 PM



I, ROBERT J. KLEINE, being duly swom afErm, and based on knowledge, information

and belief do hereby state as follows:

l. I have fifty years of experience as a professional economist and presently work as interim

director of the MSU Center for Local Government Finance and Policy. The Center works

on issues affecting the financial stability local governments.

2, I hold a Master of Business Administration Degree in Finance from Michigan State

University. I also hold a Baohelor of Arts Degree in Economics and History from Westom

Maryland College (now McDaniel College).

3. From 1966 to 1975, I was employed as Economic Analyst with the State of Michigan's

Budget Office where my work inoluded preparing revenue estimates and economic

forccasts and developing and analyzing ta:r proposals'

From 1976 to 1977 and 1984 to 1985, I was worked as Sonior fuialyst in Michigan Public

Finance with the Advisory Commission on Intergovemmental Relations. During the coune

of this work I prepared a primer on state and local income taxes and delivered papers and

reports on properly tax relict state tax incentives, and other tax issues.

From 1975 to 1984, I served as Direotor of the Michigan Departmant of Management and

Budget's Office of Revenue Report and Tax Analysis. My responsibilities included

preparation of state revenue estimates and economio forecasts; developing arrd analyzing

state tan proposals; and analyzing all legislation affecting Michigan state revenues and the

Michigan economy.

Froml985 to 2001, I was employed as a Vice President, Senior Economist and Editor of

publis Sector Reports publication. My responsibilities included revonue and econornic

2
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7.

8.

9

forecasts, preparing issue papers and studies on Michigan tax and economic matter, and

providing technical assistance to staffand clients.

From 2001 to 2006, I worked with Kleine Consulting serving as economic advisor to the

Delta Dental Plan of Michigan and correspondent for State Tor Notes.

From 2006 to 2010, I seryed as the Treastuer of the State of Michigan. In addition to

overseeing the Michigan Departnent of Treasury, the State Treasurer seryes as the chief

economic and tax policy advisor to the Govemor.

From 2016 to presen! I served as Interim Director of Michigan State University's Center

for Incal Govemment Finance and Policy. My responsibilities have included research and

dissemination of information on local govemment finance and organization issues along

with providing leadership training to local govemment officials.

My resurne, attached as Exhibit A, further details my professional history, educatio& and

additional information regarding my experience as an economist with expertise on

Michigan state budget matters.

Attaohed as Exhibit B is a report, dated February 2018, which I partioipated in creating

with \Ar. Mitchell E. Bean as principals of Great Lakes Economic Consulting for the

Miohigan Mgnicipal League under retainer from that entity. The report consists of an initial

commentary containing conclusions that I have drawn from relevant published data from

state governmeDt resources as indicated in the several tables attached thereto.

The conclusions in that oommentary as to the estimated impact on Michigan local

govemments as a proximatc result of thr troatment by State goverruncnt of the to<es

collected and state expenditures following adoption by Michigan voters of a Constitutional

Amendment in 1978, commonly known as the Headlee Amendmcnt, and from the 1994

I 0.

ll.

2I

3

R
E

C
E

IV
E

D
 by M

C
O

A
 3/13/2018 4:36:13 PM



Amendrnent to the Michigan Constitution, comrnonly known as Proposal A, ale accurate

and reliably bssed in my professional judgment. Relative to the latter Amendment, the data

reported reflects the resulting shifts in spending by State govemment of those taxes

between state and local govemments which in my professional judgment are acourate and

reliably based, The data reflected in the Tables A ttrough E attachEd to the report are

accurate and reliably based on the sotllces identihed in each Table.

I swear or affirm that the above and foregoing representation are true and correct to the

best of my information and knowledge.

ti

ct

6
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Great Lakes Economio Consulting LLC
11889 Plains Road
Eaton Rapids, MI48827

Dated: february #$.' ZOt 8

on

,s4tilq;t

NoteryPublic, :rn4\Asn PoutlPY'MI'
Mycommissionax$rAs llS8ract0n .
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ROBERT J. KLEINE

I 135 Farwood.

East Lansing, Michigan 4 8 82 3

5 1 7/332-7825 (home) 5 I 7/88 /f,48 I (cell)

EDUCATION

Westem Maryland College (nowMcDaniel College), B.A', Economics and History, 1963;

American University, Business Administration,lg65-lg66lMichigan State Univenity, M.B'A,,

Finance, 1970

PREVIOUS PROTtsSSIONAL E)(PERIENCE

sep.tember 2016 April20lg- IntcrimDlreetor;Michigan stde (Intvercily centcrfor Local Government

iinan e and pol4, Conduct rcsearoh and disseminate information on local govemment finance and

organization issues. provide leadership taining to local govemment officials. Prrovide support to local

govemment organizations.

20ll-present - partner, Great Lakes Economic Consulting, Provide consulting services to a wide

range of public and private organization. Prepared reports on municipal finance, indigent defense,

juvinib justioe, casino gambling, and the Michigan economy'

20062010 - Treasurer, State of Mlchlgan, Responsible for managing a Department of 1,700

employees. The Michigan Department of Treasury is responsible for collecting all state revenue'

rnunuging state pension flrnds, overseeing local government finances and the propelty tax system,

issuirig aio managing state debt, overseeing student finanoial aid programs including MET and

IUES{ preparingiconomic andrevenue estimates, and developing and analyzing state tax policy.

The Staie Treasurer serves as the ohief economic and tax polioy advisor to the Governor.

2001-2006 - Kleine Consultlng, Serve as economio advisor to Delta Dental Plan of Michigan

and Michigan conesponde nt fir State Tax Notes, Have prepared studies for a number of

organizatiJns including Michigan Judges Association, Public Sector Consultants, Public Policy

As-sooiates, Japanese consulate, and Ann Arbor school District.

DyS-2A7L Vice President, Senior Economlst, and Edltor of Public Sector Reports.

Responsible for revenue and economic forecasts, preparing issue papers and studies on tax and

economic matters, and providing technical assistance to staff and clients. Conducts rpsearch and writes

,"po* on policy iisues for the firm and its clients. Manages research projects, which includes scheduling,

olient contact, supervision of project team, budget monitoring, and f.rtfilhnent of confact terms. Authored

major reports on property tai exemptions, a proposed income tax for South Dakota and state and iocal

ta)( systems.

199g-2000 Taught graduate course in public finance at Michigan State University.

1988 Taught graduate class on school finance at Michigan State University'
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I9ge,85 Senlor Analyst ln Publlc Flnance, Advisory Commission on Intergovemmental Relations,

Authored reports on cigarette tax evasion and the value-added tax. Prepared report on revenue and

program turnbacks. Wrote artiole on federal tax reform for ACIR magazine.

1975-84 Dlreclor, Office of Revenue and Tax Analysis, Michigan Department of Management

and Budget. Responsible for preparing state rcvenue estimates and economic forecasts, developing and

analyzing tax proposals, and analyzing all legislation affecting state revenues or the Miohigan economy.

Played a m4jor role in developing the Single Business Tar and "circuit breakey'' properly tax relief
program. Direoted the Governor's Task Force on Property Tax Revision. Selected outstanding

employee in Budget Ofiice in 1979. Supervised staffof eleven employees.

197677 Senlor Analyst in Public Finance, Advisory Commission on Intergovemmental Relations'

Authored r€ports on olgareffe bootlegging, the Michigan vatue-added tax, and regional economic grolvth

and state tax competition. Prepared a primer on state and local income tanes, drafted legislation to

implement oigarette bootlegging recommendations, and delivercd papers on propedy tax reliefand state tax

incentives.

lgffil975 Economic Analysf, Michigan Budget Office. Reparcd revenue estimates and economic

forecasts. Assisted in preparing govemor's economic report and monlhly reports on revenues and economic

developments. Assisted in dweloping and analyzing hx proposals, Analyzf,d economic and ta,r legislation.

Asisted in impleinent'rng Planning Progmmming, and Budgeting System, including preparation of m$-

oftqtlveness analyses. Served as chief of Revenue Research Section from 1972 to 1975. Supervised three

employees.

1965-1966 Assistant Tt ust Aficer, Riggs NationalBanh Washington, D.C. Assisted in managing

individual tust portfolios. Managed common fust fund. Evaluated investnent worth of selected securities.

Monitored economic and investment driirclopmen8

196&1965 tiqreanqu.S.Army Serr,'edasmissilemntoloffcsinairdefuseartilloyunit.

SELECTED CONSIJLTING REPORTS AND PT]BLICATIONS

(A complete list of Public Seotor Consultants and Great Lakes Economic Consulting publications is available

upon request, Several of these publicaticins were reprinted by other organizations,)

"someone to Watch Over me: State Monitoring of Local Fiscal Conditions", with Carol Weissefi and Phil Kloha,

Vol, 35, No, 3, 2005,

"Moniloring Local Government Fiscal Health: Michigan's New I1-Poinl Scale of Fiscal Distress, Government

Finanoe review, June, 2003.

"Developing and Testing a Composite Model to Predict Local Fiscal DislresJr', with Carol Weissert and Phil

Kloha, Public Adninistralion Review, May/June 2005.

"A Delailed Examinalion of the Michigan Economy", for the Japanese Consulate, April' 2002.

"Mchigan Charter School Initiative: from Theory to Practice, with Nick Khouri and Laurie Cummings, Public

Sector Consultants, Ino., February, 1999,

2
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"EconomicBenefinofMichigan'sNonproJitSeclor",PublicSectorConsultants,lnc,, 1999.

"Michigan School Finance Reform: a series of papers (wilh others), Public sector Consultants,lnc,, 1994

"Public Welfare Benefils: A Comparison" (with Franoes Spring), prepared for the Michigan Department of Social

Selices, August 1991,

"A Proposal lo Reduce the Federal Deticit and the Natlonsl Debl," Public Policy Advisor, Public Seotor

Consultants, August 17, 1990.

"HighTechnolog Employment Trends in Michigan," Public Policy Advror, Publio Sector Consultants, October

22,1990,

"Profiling Mtchigan's School Dislricls" (with Franoes Spring), Public Sector Consultants, November 1989.

"(J,5, State-Local Tax Systems: How Do They Rate? ", Public Sector Consultants, 1988,

"The Personal and Corporate Income Tax: An Evaluationfor Soulh Dakola," Public Sector Consultants,

December 1988,

"Characteristics of a Balanced State-Locql Tax System," in Reforming State Toxes, Denver: National Conference

of State Legislatures, I 987.

"A Study ofthe New Jersey Property Tat System and Oplionsfor Change,"Public Seotor Consultants, June 1987.

"Tm Increment Financing: Elfect on Local Governmenl Revenue," Public Policy Advisory, Publis Sector

Consultants, May 1987.

"Michigan Property Tasc Exemptions and Their Effecl, " Public Sector Consultants, July 1986.

"Characteristics of a Balanced State-Local SJtstern," inProceedings of the Seventy-Eighth Annual
Conference. Dewer : National Tm Association, I 98 5. pp. I 34'4 3.

t'Cigarette Tax Evwion: A Second Look," Advisory Commtssion on Intergovernmental Relations (ACIR), A-

100. Washington, D,C.: March 1985.

"Regional Growth: Interstate Tax Competition" (with others), ACIR, A-76. Washington, D,C,: March 1985.

"strengthening the Federal Revenue System: Implications for State and Local Taxalion and Borrowing"
(with others), ACIR, A-97, Washington, D.C.: Oetober 1984.

"National Consumption Taxes: The View from the States," National Tax Journal (September 1984): 31 3-

21.

"A Dffirent Approach to State Business Taxation: The Michigan Single Business Tax," ACIR, M-(14.

Washington, D.C.: April 1978.

"State-Local Tax Incentives and Industrial Location," in Revenue Administrationl9TT, Washington, D.C,

Federation of Tax Administrators, 1977.
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"Ctgarette Bootlegging: A State and Federal Responsibility," Washington, D,C.: ACIR, May 1977;

PROFESSIONAL ASSOCHTIONS (former)

National Assooiation of State Treasure$

National Association of Tat Administmiots

National Tax Association (Member of hoperty Ta,r Committee)

Michigan Economic SooietY.

VOLUNTEER EXPERIENCES

Present - Treasurer, Michigan League for Publio Policy
Present - President - Treasurer, Eastminister Presbyterian Church

Present - Chair of the Budget & Finance Committee, Lake Michigan Presbytery

Present - Member, East Lansing Financial Team

7/27/2016
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Estimated Local Impact of Proposal A Tax and Spending Shifts

February 2018

The Michigan Municipal League (MML) retained Great Lakes Economic Consulting

(GLEC) to estimate the impact of Proposal A related tax and spending shifts on

local government resources.

Since 1994 (passage of Proposal A) the state has failed to provide the level of
funding required by Article 9, Section 30 of the so-called Headlee Amendment. The

state has failed to provide local governments the same level of support (as a share

of state spending) as in FY t979, as required by the constitution, by counting
payments to school districts (resulting from a tax shift), and payments to charter
schools as local support.

As a consequence, local governments have been deprived of legally entitled state

funding estimated at $4.4 billion in FY 20t6, and about $65 billion since L994.

The combination of the loss of this revenue and a weak economy have created

fiscal stress for many local governments, particularly cities, forcing significant cuts

in vital public services, arguably placing the health and safety of Michigan citizens

at risk. The plight of our cities, as exemplified by the Detroit bankruptcy and the

Flint water crisis, has placed our state in an unfavorable light nationally, and could

have a negative economic impact long term. There is also the potential during the

next economic downturn for a wave of municipal bankruptcies.

In 1978, the voters approved the so-called Headlee Amendment which limited the

taxing power of state and local governments. One the provisions, Article 9, Section

30, limited the ability of the state to reduce aid to local governments.

The proportion of total state spending paid to all units of Local Government,

taken as a grouh shall not be reduced below that proportion in effect in
fiscal year 1978-79,

The drafters of the amendment wanted to ensure that the state would not shift the

financial burden to local governments. However, with the passage of Proposal A in

t994, this is just what happened, Proposal A largely shifted support for K-L2
education from local school districts to the state. As a result, the state counted the
payments from the state to the school districts as spending to local governments,

increasing the proportion of state spending from the required 48.97 to 58.55o/o in
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FY 1995 (the first full year proposal A was in effect), rendering the Headlee local

spending requirement moot. The percentage peaked at 64.30/o in FY 2002. As a
consequence, the state was able to cut revenue sharing payments to locals when

it ran into budget problems in the early 2000's. If the required proportion of state
spending had remained at 48.97o/o, and not increased due to Proposal A, the state
would not have been able to make significant cuts to revenue sharing.

As shown in Table A, state support to local units doubled from FY 1980 to FY

L994, an inflation adjusted increase of 42.60/o However, since 1995, state aid to
locals has declined 4o/o adjusted for inflation. However, the cut in state revenue
sharing payments was much more dramatic. From FY 1981 to FY L994, statutory
revenue sharing payments to Cities, Villages, Townships (CW's) and Counties
increased from $311 million to $634 million. In FY 2016, statutory revenue
sharing was $463 million, 55o/o below the 1994 level adjusted for inflation. (see

Exhibits B and C). All of the decline has occurred since FY 2002, as a weak
economy forced budget cutbacks, which fell disproportionally on local
governments. Total payments to local governments fell from a peak of 64.30/o of
state spending from state sources in 2002 to 56.28olo in FY 2016 (refer to Table

D). Total revenue sharing payments fell from 6.3o/o of state spending from state
sources in FY 2001 to 4.to/o in FY 2015, and statutory payments fell from 3.7o/o to
t.6o/o. While state spending from state resources was increasing 19.57o, statutory
revenue payments were reduced almost 50o/o.

In FY 20L6, state payments to local governments were 56.3% of state spending
from state sources, This percentage is above the 48.977o constitutional
requirement (Headlee section 30), However, if the Proposal A payments for K-tz
education (and other contested payments, for example, charter school payments)

were excluded from the state payment percentage, payments to local units would
be only 34.3o/o of state spending, resulting in a shortfall of about $4.6 billion to
local governments (see Table D).

As shown in Table E, state payments to local units excluding school aid have

declined 37o/o, adjusted for inflation, since t994, and have fallen from about 32o/o

of state spending to 160lo of state spending, while state spending from state
resources has increased 260/o (adjusted for inflation).

This could not have been the intention of the Headlee amendment. Our view is
that the amendment was aimed at general local governments and not school

districts, Resources to schools have increased slightly while payments to other
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local governments have been cut drastically just what Headlee was trying to
prevent.

Declines in state support for local governments in Michigan have severely

affected services. As shown in Figure 2, nationwide, local governments

increased FTE's (full time equivalent) from L997 to 20t4by 3 percent while local

government in Michigan cut FTE's by 26 percent or 86,231. Nationwide local

government increased police officers by L2 percent and firefighters by 16

percent while Michigan communities reduced police officers bV 20 percent (4,205

FTE's) and firefighters by 28 percent (2,874 FTE's). Local governments in

Michigan also experienced very significant declines in FTE's associated with Solid

Waste; Sewerage; Parks and Recreation; and Housing and Community

Development.

These types of personnel cuts were necessitated by state shifting the burden from

state programs to local governments. State cuts to municipalities of this

magnitude have had potentially significant negative impacts on public safety and

quality of life that are beyond the control of municipalities.
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TABLE A: STATE SPENDING FROM STATE SOURCES GOING TO
rocAt

GOVERNMENT (ln Millions)

Total State Spending

from State Sources Total to Locals Proportion

Shortfall

From 48,97o/o

FY 1993-94

FY 1992-93

FY 1991-92

FY 1990-91

FY 1989-90

FY 1988-89

FY 1987-88

FY 1986-87

FY 1985-86

FY 1984-85

FY 1983-84

FY 1982-83

FY 1981-82

FY 1980-81

FY 1979-80

S14,948.8

s13,462.6

512,450.9

sL2,799.0

s12,806.3

s11,896.5

511,435.8

51o,729.4

s10,252.8

S9,562.0

58,588.5

$7,708.3

S7,195.6

$6,986.0
56,948.4

57,474.2

s6,496.0

$5,399.2

Ss,osz.6

S5,+90.9

55,067.7

S5,017.1

54,7LL.4

54,997.6

s4,008.5

s3,575.1

s3,179.9

52,974.7

s2,913.8
S2,892.0

s0.00%

48.25%

4336%

44.20%

42.88%

42.60%

43.87%

43.9t%

42.89o/o

4132%

4L.63%

4L.25%

41.34%

4L,7L%
4L.62%

So.o

Sgo.o

$ogs.e

s610.1

$zgo.g

5zsg.o

5seg.o

5s+z.g

Sozg.z

5oz+.0

5oso.z

sse4.e

ss4e.0

Ssoz.z
Ssro.o

Source; STATE of MICHIGAN COMPREHENSIVE FINANCIAL REPORT (SOMCAFR) various years; Senate

Fiscal Agency; House Fiscal Agency; GLEC calculations'
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TABLE B: REVENUE SHARING PAYMENTS ANd CUTS: $5,790.7 MITLION IN CUTS SINCE PROPOSAL A
(ln Millions)

Total Statutory Statutory
lntergovernmental Constitutional Statutory CW Payments Revenue Sharing

Revenue Sharlng Pavments Pavments to Counties Cuts

Fy 201s-16 s1,213.s 57s0.0 5248.3 52L4.7 SS+S.S

Fy 2014-1s s1,210.6 itSO.t SZqsJ 52LL.2 Ss6O.1

Fy 2OL3-14 5t,L2O.6 SZgg,r 523s.7 sr+s.e Ssso.z

Fy 2Ot2-Ls $r,077.6 5722.2 5224.8 5130.6 Ss43.7

Fy 2OLJ-L? 51,032.2 ,7OZ.S $209.7 SrrS.O SSAS.Z

Fy 2010-11 s1,091.s iaaq.t 5gr+.9 S112.s 5427.4

Fy 2OO9-10 iggq.Z $AZS.Z 5309.7 Sss.3 Sgsg.s

Fy 2008-09 s1,040.1 s649.1 $gge.O sg.O sgOZ.Z

Fy 2007-08 $t,jte.z s6eg.z ssge.o so.o ig+q.q
Fy 2006-07 s1,070.9 sO00.o 5+o+.9 s0.0 sgog.e

Fy 200s-06 s1,102.s s0ao.r 5422.4 s0.0 sgor.+
Fy 2004-0s 5L,tL2.0 $009.2 5443.3 SO.O 5268.2

Fy zoo3-04 sL,304.7 s653.1 5469.s s182.1 5ZZS.A

Fy 2002-03 5L,45L.4 5660.3 SSss.S 5202.6 5714.2

Fy 2OO1-02 s1,s17.3 s649.3 SOSO.S iZtt.S s40.s

Fy 20oo,o1 sr,sss.s s642.8 s684.0 5228.7 sO.O

Fy 1999-oo 5t,462.t 5628.4 S0rg.+ 52L4.3 549.3

Fy 1998-99 s1,380.7 sSSO.g sSgg.A s200.6 sL7.7

Fy 1997-98 s1,364.0 sS6g.g ssgg.0 szoo.0 s0.0

Fy 1996-97 s1,300.4 ss37.6 ss80.2 s182.6 5r+0.+

Fy 199s-95 s1,2s9.9 SSZ+.S sss7.4 s178.0 s81.3

Fy 1994-9s s1,168.6 5477.0 ss16.9 itt+J 567.0

Fy 1993-94 $L,tLt.7 s477.6 s47L.L sr0S.O sS+.S

Fy 1992-93 s1,032.s iqZq.Z $4s4.8 s1s3.s 5+S.S

Fy 1e91-92 sgZ6.S 5404.4 s3gg.+ 5122.7 5tt2.2
Fy 1990-91 s1,0r6.3 5+00,0 s458.6 $147.t s10.7

Fy 1989-90 s1,032.9 5400.0 s4s4.9 s148.0
Fy 1988-89 sgg3.S s38s.3 5464.6 s143.6
Fy 1987-88 5gZg.0 S36s.2 iqZg.A $r3a.g
Fy 1980-87 5877.7 S34s.4 $qoq.q 5127.9

Fy 198s-86 $832.3 s33s.4 s376.1 s120.8

Fy 1984-8s 5760.2 SEOS.Z 5338.8 5113.2

Fy 1983-84 $At+.2 s279.4 s291.6 s103.3

Fy 1982-83 5SgS.r 5243.6 S2ss.0 596.s $rr.g
Fy 1981-82 5SZS.Z 5237.4 5213.4 574.4 540.0
Fy 1es0-81 Ssqzl 5231.0 5232.8 Sza.g S43.s

Source: SOMCAFR various years; Senate Fiscal Agency; House Fiscal Agency; GLEC calculations.
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TABTE C: INFLATION ADJUSTED REVENUE SHARING PAYMENTS: FY 2015-16 PAYMENTS
LOWER THAN PAYMENTS !N FY 1982-83; DOWN 3O.7% SINCE FY 1994-9s

(lN MILtIONS of 1983 ADJUSTED DOILARS)

FY 2015-16

FY 2014-15

FY 20t3-L4
FY 2012-L3

FY 20tt-12
FY 2010-11

FY 2009-10

FY 2008-09

FY 2007-08

FY 2006-07

FY 2005-06

FY 2004-05

FY 2003-04

FY 2002-03

FY 2001-02

FY 2000-01

FY 1999-00

FY 1998-99

FY 1997-98

FY 1995-97

FY 199s-95

FY 1994-95

FY 1993-94

FY 1992-93

FY 1991-92

FY 1990-91

FY 1989-90

FY 1988-89

FY 1987-88

FY 1986-87

FY 1985-86

FY 1984-85

FY 1983-84
FY 1982-83

Total

Revenue Sharing

Ss+s.o

$ssz.s
$sos.g

S+gr.s

iqtg.g
Ss19.8

S+gs.z

5s12.s

Sszo'o

$s38.1

5soz.e

Sses.+

$zoz.s

Szgz's

Sssa.g

S8es.o

s868.7

5aqs.r
S8s8.4

$gso.s

s831.6

57e2.3

s778.0

5744.9

S68s.8

5767.6

Ssr+'o
Ss23.1

$80s.8

5tgz.s
s76e.9

S718's

Soss.s
Ssgg'z

Constitutional
Pavments

Ssgg.r

Sgqz.o

Sggg.z

Sgzg.o

Sszs.g

S316.s

5307.4

$gzo.r
S336.4

Sgg+.2

$zqt.z
5ssg.s

$as+.2

S352'8

5gos.g

Sgog.g

$373.4

5gso.+

Sgs+.s

Sg+s.g

iEqs.z
Sszs'+

Ssg+.2

S306.1

Szgg.g

Ssoz.o

Sgrs's
Ssrg.z
$grs.r
Sgrz'o
S310.3

s2e1.3

5272.9
524s.t

Statutory CVT

Pavments

5rrz.s
s113.s

s106.4

Sroz.o

5gz's
5t4e.7
$rsr.g
Srgr.s
s18e.6

Szos.s

s21s.6

SzEq.a

s2s4.6

Sgzs.+

S366.s

S3e3.6

s368.0

Sgoa.+

|Ett.g
5gzg.+

5367.e

$sso.+

532e.7

S328.1

s2ss.6

Sgss'g

Sggz.q

Sggq.g

5374.2

Sgos.g

|tqt.g
Sgzo.z

Szs+.9
s2s6.s

Payments

to Counties

Sgz'r
5go'+

Sos.s

Ssg.o

Ssg.s

Sss.o

s27.O

s1.s

s0.0

s0.0

s0.0

$o'o

Sgg.e

Srrr.g
itzz.s
5rgr.o
5127.3

itzg.z
5L26.2

s117.s

sr.L7.s

Sua.+
it:q.t
s110.8

Sgo.g

Srrr'r
s116.7

511e.0

|nt 'q

511s.s

ittt.7
s1o7.o

Sroo.g
Sgt 't

Source: SOMCAFR various years; Senate Fiscal Agency; House Fiscal Agency; GLEC calculations.

6

R
E

C
E

IV
E

D
 by M

C
O

A
 3/13/2018 4:36:13 PM



FY e015-16

FY 2014-15

FY 2013-14

tY 20t2-t3

FY 20tt-t2

FY 2010-11

FY 2009-10

FY ?008-09
"1,

FY 1007-08
:)

FY 2006-07

FY 2005-05

FY:1004-05

I
FY 2003-04

FY 2002-03

Percent
Adjusted

State
Spendins

343%

33.0%

325%

323%

32.2%

33.5%

32.7o/o

35.2%

35,to/o

36.4%

37.3o/o

37.8%

40.0o/o

4!.!o/o

43.2%

42.5o/o

4!.20/o

4t.4o/o

43.!o/o

41.8%

41.0%

40.9o/o

Shortfall in
[ocal

Payments
(millionsl
($4,402)

(s4,701)

(s4,670)

(s4,394)

(s4,562)

(s4,0s7)

(s4,195)

(s3,s69)

(s3,910)

(S3,ro:1

(Ss,rrz1

(s2,882)

($2,232)

$t,972)

(s1,430)

(s1,606)

(s1,82s)

$L,707)

(s1,265)

(5t,4621

(s1,601)

$1,577)

FY

FY

FY

).
200t-02

Aooo-01

TABTE D: SHORTFALTS lN ADUSTED STATE PAYMENTS INCREASE SINCE PROPOSAT A
Est.

State Requlred Proposal
Source local Payments A Fundlng Charter Adjusted Local

Spendlng Payments 48.97% Percent Shift Schools Spending
(millions) (milllons) (millionsl Total (millions) (millionsl (milllons)

529,943 516,853 $14,663 56.28% $5,381 s7,2LL 510,261

529,s24 516,313 514,458 s5.25% 55,375 s1,181 59,757

s28,301 s15,701 s13,859 55,48% s5,368 sL,t44 s9,189

527,3t3 515,369 513,375 56.27% 55,334 51,053 S8,9gt

s27,ts3 s14,955 st3,2g7 55.08% s5,311 sgog s8,735

526,!84 St4,g24 5t2,822 57.OO% $5,296 se0g s8,765

525,797 514,530 $12,633 56.32% 55,2t5 s817 58,438

S25,83s 515,112 512,651 58,49% $5,257 5772 $9,083

$28,L44 s15,805 s13,782 56.!6% $s,159 5773 59,873

s26,763 s15,575 s13,106 58.20% 55,089 5743 $9,743

$26,653 s15,602 s13,052 58.54% s4,995 s667 s9,940

s25,688 s15,258 sr2,57g 59.40% iq,gg $sg+ s9,698

524,854 515,430 $t2,r7L 62.09% 54,960 Ssgr 59,939

525,205 515,804 $12,343 62.70% 54,946 s+gs s10,371

524,702 515,883 5!2,097 64.30% 54,762 $qSq 510,666

524,686 $15,495 512,089 62.77% 54,628 sgg+ $10,483

$23,452 s14,+e t s11,484 6L.66% $4,S00 ssoz s9,660

522,79L 513,888 511,161 60.94% $4,252 SZOZ 59,434

$2!,570 $13,466 $10,563 62.430/o $4,038 srgo s9,298

s2O,40O 5t2,397 $9,990 60.77% 53,796 flq Sg,SZg

52O,Ot2 $11,88s $9,800 59.39% $I,OSS sgr 58,1gg

$19,525 511,431 59,561 58,55% $3,443 s+ $Z,ggS

999-00
,i

FY 1998-99

FY f997-98

FY f996-97

FY 1 995-96

FY 9994-95

.:

?

Totel
shcitfa il (s64,510)

Source: SOMCAFR various years; Senate Fiscal Agency; House Fiscal Agency; GLEC calculations.
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.ti.j

lable E: State Payments to [ocal Governments (excluding schools] Has Declined
iharply
millions)

% Change

FY 1994 FY 2016 Adjusted
for
lnflation

)ayments to Local Govts
)ayments to School Districts
)aympnts to Other Local Govts.

.ocal School Property Taxes

lotal School Expenditures (Excludes Federal Aid)

lotal State Spending from State Resources
rayments to Other Local Govts. as% of State Spending

lotal State Spending less payments to other local Govts

57,474

S2,630

54,844

S5,857

$8,487

S16,852

S11,919

S4,933

s2,054

S13,973

39.2%

279.7%
-37.t%

-78.4%

t.6%

26.1o/o

56.4%

5L4,949 S30,547
32.4o/o t6.L%

s10,105 526,6L4

c

t

li
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44.O% * Figure 1: Percent Adjusted State Spending Declines
from 40.9Yoto34.3%

42.0% *

40.0% -

36.0% -

34.O% -

32.0% -

30.0% -r-**r-
Fy 1994-95 Fy 1997-98 Fy 2000-01 FY 2003-04 FY 2006-07 FY 2009-10 FY 20L2-t3 FY 201s-16

FIGURE 2: MICHIGAN AND US LOCAL GOVERNMENT EMPLOYMENT CHANGES

Percent Change in FTE: 1997to 2014

3096

zWa -

oq0

6cq
q
oU
0,&

.1096

$Yo ""'

lWo

-20%

-30%

-8%

-5096

-60%

-7rl%

r U.S.

r Michigan -26%

Total lTf Police 0fficers

3% 129[

-20%

Firsfighters

16%

-24%

Solid Waste
Mana8ement

-LO%

-59%

sewerage

-1%

Parks and
Recreation

-22%

Housing and

Community
Development

-L4%

-24% -63%

Source: US Census Bureau, 20L4 Annual Survey of Public Employment and Payroll.
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