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SUMMARY OF SENATE BILL 351 ASPASSED BY THE SENATE 3-27-12

Senate Bill 351 would amend Section 25 of the General Sales Tax Act (1933 PA 167) to
change the current distribution of sales tax revenue. The bill would direct an amount
equal to 18% of the tax collected at 4% from the sale of motor fuel from the state General
Fund to State Trunkline Fund (STF) for the purpose of matching federal-aid highway
funds.

The bill indicates that this redirection of sales tax revenue would begin with the fiscal
year ending September 30, 2011.

FISCAL IMPACT:

The total impact of Senate Bill 351's redirection of sales tax attributable to gasoline and
diesel motor fuel sales, from the state General Fund to the STF would be approximately
$135.1 million ($112.6 gasoline plus $22.5 diesel.)

Michigan is one of several states to impose a sales tax on motor fuel sales, in addition to
motor fuel excise taxes. Sales of motor fuels are subject to the state's 6% sales tax on
retail sales, established in the General Sales Tax Act (1933 PA 167). The tax base for the
salestax on motor fuel salesisthe motor fud retail price, including the federal excise tax,
but not including the state motor fuel excise tax.

The distribution of revenue from the Michigan sales tax is earmarked, in part, in Article
IX of the 1963 Constitution. Section 25 of the General Sales Tax Act reflects those
constitutional earmarks as well as two additional statutory earmarks. One hundred
percent (100%) of the tax at 2%, and sixty percent (60%) of the tax at 4% is dedicated by
the State Constitution to the School Aid Fund. Fifteen percent (15%) of the tax at 4% is
constitutionally earmarked for local revenue sharing. In addition, a portion of the sales
tax on motor fuel and other automotive products is statutorily earmarked, in Section 25,
Subsection (4) of the General Sales Tax Act, to the Comprehensive Transportation Fund
(CTF), a state fund established in Section 10b of 1951 PA 51 for public transportation
programs. This earmark is sometimes described as the "auto-related salestax.” Thereis
also an earmark in the General Sales Tax Act, effectively $9.0 million, to the Michigan
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Health Initiative Fund. The balance of sales tax revenue—the amount not otherwise
constitutionally or statutorily earmarked—is credited to the state General Fund.

Senate Bill 351 would earmark an amount equal to 18% of the revenue from the sales tax
imposed a 4% from the sale of motor fuel to the STF for the purpose of matching
federal-aid highway funds made available to the state.

The earmarking proposed by Senate Bill 351 would not affect the current constitutional
or statutory earmarks to the School Aid Fund, constitutional revenue sharing, the CTF, or
the Michigan Health Initiative Fund. The bill would redirect to STF the sales tax
attributable to motor fuel sales that would otherwise go to the state General Fund. To put
it another way, 18% of the tax collected at 4% is effectively the amount of sales tax
revenue credited to the General Fund after current constitutional and statutory earmarks.

Based on February 2012 Michigan Department of Treasury estimates, approximately
4.345 hillion taxable gallons of gasoline will be consumed in Michigan in FY 2012-13.
At thislevel of consumption, and an average pump price of $4.00 per gallon, the sales tax
on retail sales of gasoline will generate approximately $936.9 million in state revenue.

Using the assumptions and estimates noted above, 4.345 hillion taxable gallons of
gasoline at an average pump price of $4.00 per gallon, we estimate that Senate Bill 351
would effect the redirection of $112.6 million from the state General Fund to the STF.

The bill would also redirect sales tax attributable to diesel motor fuel. Consumption of
diesel motor fuel isroughly 20% of gasoline consumption of gasoline (approximately 856
million gallons as compared to 4.345 billion gallons of gasoline). As a result, without
accounting for variation in diesel fuel pump price, we estimate that Senate Bill 351 would
also redirect approximately $22.5 million in sales tax attributable to diesel sales from the
state General Fund to the STF.

Thus, as noted earlier, the total impact of Senate Bill 351's redirection of sales tax
attributable to gasoline and diesel motor fuel sales, from the state General Fund to the
STF would be approximately $135.1 million ($112.6 gasoline plus $22.5 diesel.)

Note that these are broad estimates. The actual amount of sales tax attributable to sales
of gasoline, and the amount redirected to the STF under Senate Bill 351, will depend on
two variables: the level of motor fuel consumption and the price of motor fuel. If the
actual average price of fuel remains constant and consumption falls, sales tax revenue
will beless. Consumption of gasoline has declined in Michigan since a FY 2000-01 peak
of 4.942 billion galons to the current estimated consumption level of 4.345 hillion
galons.

Conversely if the price of fuel rises, and consumption remains constant, then sales tax
revenue and the amount of the Senate Bill 351 STF earmark will increase.

Some representations of state sales tax revenue distribution show that more than 100% of

sales tax revenue is currently earmarked. These representations include the sales tax
earmark to local units of government (statutory revenue sharing) made in the Glenn Stelil
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Revenue Sharing Act — 21.3% of the tax collected at 4%. However, this earmark is
subject to appropriation and the legislature has not appropriated the full amount of the
earmark. The earmark for statutory revenue sharing is effectively treated in the same
way as any discretionary General Fund appropriation.

The bill indicates that the earmark of sales tax revenue to the STF is for "the purpose of
matching federal aid highway funds as those federal funds are made available to the
state."

For additional information on state matching funds for federal aid highway programs see:
Federal-Aid Highway Funds in State Transportation Budget on the House Fiscal Agency
website.

http://www.house.mi.gov/hfa/PDFS/FINAL %20T ransportation%20Federal %620A1d%20A
nalysi s%20Feb%6202012. pdf

For additional information on the taxing of motor fuels, see:

Motor Fuel Taxes, Sales Tax on Motor Fuels, and Tax Collection on the House Fiscal
Agency website.

http://www.house.mi.gov/hfa/ PDFs/tax%20rates%20and%20col | ection%202012%20upd
ate.pdf
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Computation of Sales Tax on Gasoline

Gasoline tax revenue for FY 2012-13 * $825,500,000

at 19 cents per gallon 0.19

Taxable gallons 4,344,736,842

Taxable base price per gallon 3.594

Taxable base $15,614,984,211 Gas at $4.00 per gallon

Sales tax @6% 0.06 3.410 Base retail price price

Sales tax revenue on gasoline sales $936,899,053 0.184 Federal excise tax
3.594 Base for sales tax

Distribution: [ 0.216 Sales tax @ 6%

School Aid Fund (100% of tax at 2%) $312,299,684 Constitutional 3.810 Subtotal

School Aid Fund (60% of 4%) 374,759,621 Constitutional 0.190 State excise tax

Local revenue sharing (15% of 4%) 93,689,905 Constitutional 4.000 Pump price

Comprehesive Transportation Fund (27.9% of 25% of 4%) 43,565,806 Statutory

Subtotal $824,315,016

General Fund (balance) 112,584,036

Total Distribution $936,899,053

Tax collected at 4% $624,599,368

GF/GP share of the tax collected at 4% 18.03%

Thisis a rough estimate of sales tax on gasoline, and related distribution, based on estimated consumption and pump price of $4.00 per gallon.
See Section 25 of the General Sales Tax Act

* ORTA estimate 2/9/2012

Fiscal Anayst: William E. Hamilton

m This analysis was prepared by nonpartisan House staff for use by House members in their deliberations, and does
not constitute an official statement of legislative intent.

Analysis available at http://www.legidature.mi.gov SB 351 Pagedof4




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts false
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


