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Background

d The Budget Stabilization Fund (BSF) was created in
1990 to stabilize the state budget from the ups
and downs of the business cycle.

d Withdrawals and deposits from the fund are
governed by a statutory formula — but require
legislative authorization.

L BSF was first funded in 1994. Precise formula
followed only once (1995).

(J Maximum size of the BSF was $S677 million in FY
2007 (7.0% of General Fund).



BSF Formula

J Deposits occur when annual personal income
growth exceeds the 7-year average.

J Withdrawals occur when annual personal income

growth is both less than the 7-year average and less
than 2%.

1 Size of deposit/withdrawal is tied to gap between
personal income and 7-year average — if personal
income were 6% and 7-year average was 5%, 1% of
General Fund revenues would be deposited.

J Maximum BSF balance is limited to 7% of General
Fund revenues.



BSF Formula vs. Actual Deposit/Withdrawal
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* No action under formula due to personal income growth of less than the 7-year average but not less than 2%.

** No deposit/withdrawal occurred 4
JLBC
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Comparison to Other States

J In 2008, 47 states had some version of a rainy
day fund.

J According to NCSL, 11 states have established
their BSF in their state constitution.

L 7 states have no cap on their rainy day fund
balance

J 20 states have a BSF cap of more than 7% of
General Fund revenues/spending.
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