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e The days of massive budget surpluses are probably gone.
¢ Revenue is projected to decline in the future.
e (Continuation of growth in agency operating budgets is unsustainable.

o Deficits will begin in FY'15 and continue into the foreseeable future, even
holding capital and statewide expenditures at current levels.

o Deficits are projected to exceed $4 billion annually by FY22, wiping out
our reserve balances of about $16 billion by about that time.

e The picture looks different at a 1% growth rate in agency operating budgets, but
deficits are likely at any positive rate of growth.

e In anticipation of a changing fiscal environment, Legislative Finance has prepared
graphs showing agency spending history. Subcommittees may wish to use the
graphs as tools to

o identify where growth has occurred,

o frame questions that will prompt the agency to explain what the money
was used for, what results were achieved, and whether the current level of
spending on various programs is the best use of state resources,

o enhance the incremental budget process with an opportunity to examine
the base budget.
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