FOUNDED 1945

MTC
Albuquerque

July 30, 2014

Scott Pattison
Executive Director
National Association of State Budget Officers

444 North Capitol Street, NW, Suite 642 « Washington, DC 20001 « (202) 624-5382 « www.nasbo.org



Current Economic and Fiscal
Situation for States
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growth
Revenue growth less in fiscal 2014

and 2015 than fiscal 2013

Most states: budgets with spending
Increases

Additional spending on K-12, higher
education, and healthcare
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National Economic Indicators

15t Quarter GDP declined 2.9%

Fed projects 2.2% GDP growth in
2014

Fed: 3.0% to 3.2% in 2015 (June
18t" forecast)
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Current Fiscal Situation:
Indicators
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General Fund Expenditure Growth (%)
12

*Average

*37-year historical average annual rate of growth is 5.5 percent *Fiscal 2015 numbers are recommended
Source: NASBO Spring 2014 Fiscal Survey of States
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Fiscal 2015 Recommended General Fund Spending
Changes by Category ($ in Billions)
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25

Number of states reducing local aid to help
eliminate budget gaps
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Year-Over-Year Real Change in
Quarterly State Tax Revenue
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Balances as a Percent of Expenditures
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Budget Cuts Made After the Budget Passed
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Critical Challenges
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2.5 per cent

of patients
account for

37 per cent
oflocal health
spending, new
figures show

ery sick few, ‘bu

ANDREW DUFFY

“GTTAWA GITIZEN

A tiny percentage of patients ag-
'haalth authom‘y, and nbtmned by
the Citizen: The study, which will

count for more than one-third of
the health-care costsin the Ottawa
region, new research shows.

These “high-need” patients-the
sickest2.5 percentofthose treated’

- generated more than $1hillionin
health-care expenditures in 2011-
12, the latest year for which stahs—
tics are avajlable.

\expensive medical services.
Researchcrs found the hlgh-

be made public later this. month,
offers the first detailed por!:raxt

ofa crltxca]ly mrpertant patient
‘population: those with complex
‘conditions who draw heavil

costly

need group of 26,744 patients:
accounted for 37 per cent of the
$2.7 hilhon in exammed health-
cam costs,

‘Thevalso found thathalfofhigh-
needs patients in the Champlain
LHINwereover&5, and morethan
one-third (36 per cent) had a di-
agnosed mental health condition..

‘Each patientin the hxgh»needs
cohort cost the system an average
of $§37,578in’ 2011-12
SEE STUDY 0N 70
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Highway Trust Fund

Few or no Approps by Oct 1
Sequestration in Place

Debt Limit: March 2015

Taxes




aolncome Tax/Fiscal Cliff
nSales
aGaming becoming limited




alnfrastructure funding burden:
3.5% of GDP

aWe spend: 1%

aNew money muni debt: 42%
below peak




lllinois, Connecticut, Kentucky,
Hawall and Lousiana

Nebraska, Wisconsin, New York,
Tennessee and lowa




Background on State
Spending Trends




FOUNDED 1945

Total State Expenditures by Funding Source, Estimated Fiscal 2013

Bonds
2.5%

Other State Funds
26.5%

General Funds
40.3%

Federal Funds
30.7%

Source: NASBO State Expenditure Report
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Total State Expenditures by
Function, Estimated Fiscal 2013

Elementary &
Secondary Education
19.8%

Medicaid
24.4%

Higher Education
10.3%

Transportation

7.9% Public Assistance

1.4%

Corrections
3.1%

All Other

33.1%

Source: NASBO State Expenditure Report
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Medicaid
19.0%

Elementary &
Secondary Education
35.1%

Transportation
0.6%

Corrections
6.8%

Higher Education

All Other 9.9%

27.2% Public Assistance

1.5%

Source: NASBO State Expenditure Report
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Estimated Fiscal 2013

w Sales
m Personal Income
m Corporate Income
m Gaming
Other Taxes & Fees

43.7

Source: NASBO State Expenditure Report
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Outlook




Slow increase in spending

Revenue growth remains slow in fiscal 2015
Challenges: infrastructure, long-term liabilities

“Crowd Out”

Federal impacts
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