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Chairmen’s Question:
What Will the Budget Look Likein
FY 2010 and Beyond?

Best Case Scenario

oY ‘09 $1 B Structural Shortfall
oY ‘10 - ‘12 4-Sector Revenue Growth
*Formula Funding Growth
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Best Case Scenario
$1.2 B Cash Shortfall in FY '10

- “Improves’ to $900 M Shortfall in FY ‘12
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Chairmen’s Question:

What L evel of Revenue Growth Would
Balance the Budget in Best Case Scenario?

Answer: 17% in 2010
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Budget Shortfall Payback



Chairmen’s Question:
Cost to “Pay Back” the
FY '08 —FY ‘09 Shortfall Solutions?

- Chairmen Assume $1.4 B Will Be Paid Back Over 3Years

~Y 08 Fund Sweeps $ 325M
=Y 09 Fund Sweeps 100 M
K-12 Rollover 300 M
Budget Stabilization Fund 685 M

Total $1,410 M
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Three Year Payback Proposal
Raises Cash Shortfall to $1.5B
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Chairmen’s Question:
What L evel of Revenue Growth Would

Balance the Budget in Payback Scenario?
Answer: 21%
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New Jersey Budget Shortfall
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Chairmen’s Questions

 What is New Jersey’ s budget shortfall?

 How hasthe Governor proposed to resolve it?
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FY ‘09 New Jersey Budget

1.6% growth in baseline revenue, $497 M
6.1% growth in spending, $2.0 B

FY 09 shortfall: $3.2 B

Shortfall is 9% of budget
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Actionsto Resolve $3.2 B Shortfall

% of

Action Amount  Solution
e FY 08 surplus $500 M 16%
* Reduce projected growth $819M 25%
o Growth offset by other factors $233 M 7%
e Base budget reductions $1,669M 52%
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Base Budget Reductions=$1.7 B

Reduction
* Property tax rebates

o Government size and cost

—Eliminate 3,000 positions and reduction in all
Executive agency operating budgets

» Health care reductions
—Hospital reductions, low-income, and Medicaid

e Municipal aid
« Higher education
 All other
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Amount
$519M
$324 M

$321 M

$203 M
$133M
$169 M

% of
Reduction

31%
19%

19%

12%

8%
10%
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New Jersey Executive Also
Addressed Future Spending

o Estimates $2.5 B structural shortfall in FY ‘10.
o 2 proposalsrelated to future spending:

— Limit spending growth to recurring revenue — about 2-3%
per year.
— Congtitutional amendment to limit state borrowing — all

debt without dedicated revenue source must be approved
by voters.
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