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Governor Blanchard recently signed into law a bill imposing an additional tax of
4% on the retail selling price of liquor for both on~ and off-premise consumption. The
additional liquor tax along with companion legislation requiring a graduated excise tax
on the price of hotel-motel rooms in the tri-county Detroit metropolitan area (Wayne,
Oakland, and Macomb counties) will be used to help fund a $200 million expansion of
Cobo Hall, Detroit's main convention center. Excess revenue raised by these taxes will
be returned to the counties. Proponents of the new taxes contend the expansion effort
will create 22,000 additional jobs in the Detroit area.

The additional liquor tax could have an impact on tax collections in the state.
More specifically, sales tax collections could increase by an estimated $880,000 a year
assuming liquor sales remain at current levels. Sales tax is applied at the rate of 4%
of the retail selling price of a taxable item. The inclusion of the additional tax in
the retail selling price of liquor will expand the base upon which the 4% sales tax is
applied.

Because sales tax collections are distributed among the School Aid Fund; cities,
villages, and townships; and the General Fund, both state and local governmental units
would benefit from increased collections.
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