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2009-11 Biennium Forecast

*Consensus revision of January 2009 forecast

Revised
Revenues Revision

FY2008-09  $17,682.3  ($949.5)
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FY 2008-09 Budget

$3.2 billion shortfall based on a $20.8
billion revenue budget

 Unprecedented 10.8% decline over last year’s
collections

e 15.2% under budget

= |FISCAL RESEARCH DIVISION 2
O

A Fadt Agreey of the Neath Garofins, General Assembly



Business Cycles and State Revenues

NBER Recession Date Months Revenue Shortfall
July 1981 — Nov. 1982 16 FY 1981-82 -9.2%
July 1990 — March 1991 8 FY 1990-91 -8.1%
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2009-11 Biennium Revenue

Key Economic Indicators/Assumptions

« Timing/Strength of Economic Recovery

» Consensus of business, government and
university forecasters: recovery 2009:04 (<1%
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2009-11 Biennium

Key Economic Indicators/Assumptions

 Employment Picture

 Employment losses downgraded from 1% to 3%
In FY 2009-10
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2009-11 Biennium

Key Economic Indicators/Assumptions

e Personal Income

 Personal income downgraded: 2.1% to (-0.3%)
in FY 2009-10
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2009-11 Biennium

Key Points

Economic Recovery —> Employment Recovery —>

Income Recovery — Revenue Recovery

e Revised consensus numbers suggests iIf normal
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Revenue estimates for FY 2008-09
have changed over past 10 months

Estimate Change

($ millions)
July, 08 Certified Budget 20,849.1 NA
January, 09 Forecast 18,631.8 -2,217.3
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Estimate of Gap Between Revenues
and Continuation Budget has Changed

FY 2009-10 ($ millions)

Governor Senate

(March 09) | (April 09) | (May 09)
Revenue 18,861.5 18,861.5 17,516.4
Forecast
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Governor’s use of ARRA funds In
FY 08-09 decreases funds available

for FY 09-10 by $200 million

FY 2009-10 ($ millions)

Governor Senate

(March 09) (April 09) (May 09)
Rev. Forecast |18,861.5 18,861.5 17,516.4
ARRA Funds 1,713.9 1,630.6 * 1,430.6 **
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For FY 2009-10 General Assembly must generate
additional $1.5 billion in cuts and/or revenues over and
above those in Governor’s and Senate’s budgets (for FY
2010-11 General Assembly must find extra $2.0 billion)

e $1.5 billion:
— Equals 7.5% of Senate appropriations for FY 2009-10

— Represents almost 50% increase in size of FY 2009-10
shortfall

— Roughly equivalent to %2 of FY 2008-09 State Medicaid
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