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DISTRIBUTION OF STATUTORY EARMARKS 
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Sponsor:  Rep. Rob VerHeulen 
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Sponsor:  Rep. Roger Hauck 

 

House Bill 5316 proposed substitute (H-1)  

Sponsor:  Rep. Ben Frederick 

 

Committee:  Michigan Competitiveness 

Complete to 12-5-17 

 

SUMMARY:  

 

Collectively, House Bills 5314 and 5315 would create separate city, village, and township 

(CVT) Revenue Sharing and County Revenue Sharing trust funds, require the annual 

deposit of a specified amount sales tax revenue into each trust fund and the Fire Protection 

Fund, and provide for a method of distributing available funds from each trust fund, subject 

to appropriation.  House Bill 5316 would redirect the amount of the Local Community 

Stabilization Authority (LCSA) levy remaining after Tier 1 and Tier 2 reimbursements 

were made to CVT revenue sharing and county revenue sharing  The bills are described in 

more detail below. 

 

House Bills 5314 and 5315 

House Bill 5314 would amend the Michigan Trust Fund Act (proposed MCL 12.264) to 

establish the CVT Revenue Sharing Trust Fund and the County Revenue Sharing Trust 

Fund within the Department of Treasury.  The bill also specifies how funds in the CVT 

Revenue Sharing Trust Fund and the County Revenue Sharing Trust Fund would be 

distributed (proposed MCL 12.266). 

 

The CVT Revenue Sharing Trust Fund and County Revenue Sharing Trust Fund would 

consist of the following: 

 Funds deposited into the CVT Revenue Sharing Trust Fund and County Revenue 

Sharing Trust Fund as required by Section 25 of the General Sales Tax Act 

(Amounts are specified under House Bill 5315 below). 

 Donations of money made to the CVT Revenue Sharing Trust Fund or County 

Revenue Sharing Trust Fund from any source. 

 Interest and earnings received from trust fund investments. 

 

House Bill 5315 would amend the General Sales Tax Act to provide new earmarks of sales 

tax revenue from the portion of the sales tax imposed at a rate of 4%.     
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Beginning in fiscal year (FY) 2018-19 and in each fiscal year thereafter, $10.0 million 

would be earmarked for deposit into the Fire Protection Fund. 

 

Beginning in FY 2018-19 the following amounts would be earmarked for deposit into the 

CVT Revenue Sharing Trust Fund: 

 $248,840,000 annually (proposed MCL 205.75(6)). 

 $2.5 million, increased by $2.5 million annually beginning in FY 2019-20; capped 

at $50.0 million in any fiscal year (proposed MCL 205.75(7)). 

 

Beginning in FY 2018-19 the following amounts would be earmarked for deposit into the 

County Revenue Sharing Trust Fund: 

 $220,087,200 annually (proposed MCL 205.75(6)). 

 $2.5 million, increased by $2.5 million annually beginning in FY 2019-20; capped 

at $50.0 million in any fiscal year (proposed MCL 205.75(7)). 

 

The total annual amount earmarked for deposit from the sales tax into the CVT Revenue 

Sharing Trust Fund and County Revenue Sharing Trust Fund would occur in 6 bi-monthly 

transfers beginning on October 15 of each fiscal year.   

 

House Bill 5314 would require that funds in the CVT Revenue Sharing Trust Fund be 

distributed as follows: 

 Funds received pursuant to Section 25(6) of the General Sales Tax Act shall be 

distributed to each CVT in the same proportion that each was eligible to receive 

under Section 952(1) of Article VIII of 2017 PA 107 (the FY 2017-18 General 

Government appropriations act). 

 Funds received pursuant to Section 25(7) of the General Sales Tax Act shall be 

distributed to each CVT in the same proportion that each was eligible to receive 

under Section 957 of Article VIII of 2017 PA 107 (per capita distribution 

appropriated as supplemental CVT Revenue Sharing in the FY 2017-18 General 

Government appropriations act). 

 

The bill would also require that all funds appropriated from the County Revenue Sharing 

Trust Fund be distributed to each county in the same proportion as the payment each county 

is calculated to receive under Section 11(6) of the Glenn Steil State Revenue Sharing Act, 

divided by the sum of all payments under Section 11(6) of the Glenn Steil State Revenue 

Sharing Act.  For practical purposes, the distribution of appropriated funds would be in 

roughly the same proportion as counties were eligible to receive in the FY 2017-18 General 

Government appropriation act, adjusted slightly in future years as additional counties 

become eligible for state payments. 

 

Payments would have to be made to CVTs and counties each October, December, 

February, April, June, and August. 

 

House Bills 5314 and 5315 are tie-barred to one another, meaning that neither could take 

effect unless both are enacted. 
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House Bill 5316 

House Bill 5316 would change the distribution of the remaining LCSA levy related to Tier 

3, nonessential services payments.  Current law distributes the LCSA levy related to 

personal property tax reimbursements as follows: 

 Tier 1 – 100% replacement for essential services levied by CVTs and counties; any 

small taxpayer exemption loss; local school districts (including any operating levy 

not reimbursed by the School Aid Fund); intermediate school districts (special and 

vocational education); and tax increment finance authorities. 

 Tier 2 – reimbursement (not guaranteed at 100%) for non-essential services levies 

by CVTs and counties; community colleges; libraries; and other authorities (such 

as recreation, transit, sewer and water, etc.). 

 Tier 3 – if additional funding remains after Tier 1 and Tier 2 losses have been 

reimbursed at 100%, any remaining amount of the levy is distributed to Tier 2 

recipients in the same proportion as Tier 2 payments.  

 

The bill would redirect the amount of the LCSA levy remaining after Tier 1 and Tier 2 

reimbursements were made to CVT revenue sharing and county revenue sharing. 

 

Specifically, 65% of the available funds would be distributed to each CVT in the same 

proportion that each was eligible to receive under Section 952 (1) of Article VIII of 2017 

PA 107 (the FY 2017-18 General Government appropriations act).    

 

The remaining 35% of the available funds would be distributed to each county in the same 

proportion as the payment each county is calculated to receive under Section 11(6) of the 

Glenn Steil State Revenue Sharing Act divided by the sum of all payments under Section 

11(6) of the Glenn Steil State Revenue Sharing Act.  For practical purposes, the distribution 

would be in roughly the same proportion as the FY 2017-18 county revenue sharing 

distributions adjusted slightly in future years as remaining counties become eligible for 

state payments.    

 

FISCAL IMPACT:  

 

House Bills 5314 and 5315 

In FY 2018-19, the earmarks from the sales tax authorized under HB 5315 for the CVT 

Revenue Sharing Trust Fund would total $251,340,000.  This would represent a $3.7 

million reduction from FY 2017-18 CVT revenue sharing appropriations.  Beginning in 

FY 2019-20, the amount earmarked from the sales tax would increase by $2.5 million 

annually, not to exceed $50.0 million in any fiscal year.   

 

In FY 2018-19, the earmarks from the sales tax authorized in HB 5315 for the County 

Revenue Sharing Trust Fund would total $222,587,200.  This would represent a $2.5 

million increase from FY 2017-18 county revenue sharing appropriations.  Beginning in 

FY 2019-20, the amount earmarked from the sales tax would increase by $2.5 million 

annually, not to exceed $50.0 million in any fiscal year. 
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Together, the earmarks for FY 2018-19 represent a $1.2 million decrease in sales tax 

revenues dedicated to CVT and County revenue sharing as compared to FY 2017-18 

appropriated amounts.  However, the amount of sales tax dedicated to revenue sharing 

would increase by $5.0 million annually beginning in FY 2019-20 thereby reducing 

General Fund revenue by an additional $5.0 million annually. 

 

The $10.0 million annual earmark for the Fire Protection Fund would further reduce 

General Fund revenues by a corresponding amount. 

 

House Bill 5316 

The bill would have no fiscal impact on state government as it would not alter the LCSA 

levy in any year.  Rather, it would redistribute the Tier 3 funds in a way that would impact 

local units of government.  In FY 2016-17, there was $134.6 million distributed under Tier 

3.  These distributions went to CVTs, counties, community colleges, and other authorities.  

Under HB 5316, distributions would be limited to the 587 CVTs that are eligible to receive 

a CVT Revenue Sharing payment in FY 2017-18 and all 83 counties once the final 5 

counties exhausted their revenue sharing reserve fund and became eligible for a state 

payment.   

 

The amount of the anticipated Tier 3 funds that would be available on an annual basis 

beginning in FY 2018-19 is unknown.  Of the amount available, 65% would be distributed 

to CVTs in the same proportion as the amount they were eligible to receive under Section 

952(1) of Article VIII of 2017 PA 107 (the FY 2017-18 General Government appropriation 

act).  The remaining 35% would be distributed to counties in approximately the same 

proportion as their total eligible payment under Article VIII of 2017 PA 107 (the FY 2017-

18 General Government appropriations act) adjusted slightly for new counties becoming 

eligible for payments in future years. 

 

Due to a lack of available data, a unit by unit comparison of Tier 3 distributions under 

current law and HB 5316 cannot be provided for FY 2018-19.  That said, counties and the 

City of Detroit would generally see increased revenues under the new law.  Community 

colleges and authorities would no longer receive Tier 3 payments.  Cities (not including 

Detroit), townships, and villages would collectively receive less, but individual unit 

distributions could be higher than the amount distributed under current law. 

 

 

 

 

 

 

   

 Fiscal Analyst: Jim Stansell 

  Ben Gielczyk  
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