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Key Points 

• FY 24 General Fund revenues have fallen short of the enacted forecast. The 
Individual Income Tax is the primary underperformer. 

• Due to declining revenues, the budget is projected to have a shortfall of 
$(835) M in FY 24 and $(879) M in FY 25, or a combined total of $(1.7) B.  

• The Legislature may opt to continue $369 M of traditional “ongoing one-
times” and litigation-related one-time spending in FY 25.  

• We will need $2.2 billion of shortfall solutions after adjusting for the $369 M 
in continued one-time spending and a $100 M ending balance.  

• The shortfalls continue through FY 27, the last year of the 3-year budget 
window.  The projected FY 27 shortfall is $(187) M.  
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After 6 Months of FY 24: $(479) M General Fund Revenue Loss
- Relative to Enacted FY 24 Budget 

• Individual Income Tax collections have dropped (27.7)% compared to 
last year and are $(481) M less than anticipated.  Likely due to:
- Lower pre-tax income, such as capital gains, and 
- The implementation of the 2.5% tax rate.  The enacted budget included $(2.3) B 

for the impact of the rate reduction.     

• Corporate Income Tax growth started strong but is now negative.
- (8.1)% less than the prior year and $(9) M below forecast.

• Sales Tax has grown 4.2%, but is $(35) M below forecast.
- Retail sales drives this result, but contracting still posting double digit gains.
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Forecasting State Revenues
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January Forecast: Revenue Projected to Decline in FY 24 
- With Accelerating Recovery Through FY 27

FY 25-FY 27 4-Sector Components 
• Finance Advisory Committee

• UA model – base forecast

• UA model – more cautious

• JLBC Staff (sole source of FY 24) 
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January Forecast Reduces FY 24 Revenue by $(905) M
- Compared to Enacted Budget 
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Corporate Income Tax Grew 250% Between FY 20 and FY 23
- In FY 24, Projected to Decline (8.5)%;  Blip or Bubble Bursting?
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Spending Adjustments
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Baseline Spending Projections
• Baseline reflects changes to active statutory/other funding formulas: 

- ADE, Medicaid and the Community Colleges. 

• Follows guidance of the enacted budget 3-year plan in terms of $2.9 B in 
one-time FY 24 spending:
- Of that amount $2.3 B was deleted in the FY 25 estimates 
- $571 M was retained in FY 25, primarily $333 M of water supply funding and   

$126 M in K-12 new school construction.

• $369 M of traditional “ongoing one-times” and litigation-related one-
time spending was not continued in FY 25:
- School building repairs, $183 M; State employee health insurance, $73 M; and 

ADC prison health care and related costs, $113 M.  
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FY 25 Baseline Spending Projected To Decrease By $(1.5) B
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FY 25 Ongoing Spending Changes

$ in M

Medicaid Formula 499

ADE – K-12 Formula 319

Other _8_

Total 826

FY 25 One-Time Spending Deletions

$ in M

One-Time K-12 State Aid Supplement (300)

K-12 Building Renewal Grants (183)

State Employee Health Insurance (73)

Corrections Dept Operating Funding (113)

Housing Funding (190)

Other Agency Spending (674)

Transportation Projects (620)

Capital Projects (158)

Total (2,311)

Total Spending Changes $(1,485) M

Total Spending $16,271 M

% Change (8.4)%



ESA Spending Trends 

• The FY 24 budget assumed $625 M of ESA awards for 68,000 students. 

• Actual enrollment is currently 72,000 and awards are $690 M.  Baseline 
assumes final awards reach $703 M by end of FY 24.

• Public school enrollment is projected to decline by (1.0)% in FY 24 
compared to FY 23, which will offset the ESA shortfall.

• Baseline includes $(44) M FY 24 ex-appropriation in ADE for estimated 
formula savings.

• Forecast assumes ESA enrollment grows to 82,000 in FY 25 with total 
awards of $825 M.
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Projected Ending Balances
Excludes $1.5 B in Budget Stabilization Fund
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More Information in Appendix C



Projected Shortfall of $(835) M in FY 24 & $(879) M in FY 25
- Assumes Each Year’s Shortfall is Resolved and Not Carried Into the Following Year
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Other Considerations

• The FY 24 and FY 25 shortfall projections will likely change as we refine 
our revenue and caseload spending estimates with more actual data.  

• The projections could change due to:
- Economic conditions
- The spring 2024 income tax return season for both Individual Income and 

Corporate Income Tax filers
- Updated estimates of ESA enrollment  
- Revised Medicaid enrollment as individuals lose eligibility under the pandemic 

rules.

• Beyond the traditional “ongoing one-times” and litigation issues, there 
may be interest in retaining other FY 24 one-time spending in FY 25.
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Appendix A: January Revenue Forecast
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FY 2024 FY 2025 FY 2026 FY 2027
Sales Tax

JLBC Forecast 2.7% 4.8% 4.6% 4.9%
UA – Low 1.3% 2.2% 4.4% 4.6%
UA – Base 2.8% 4.0% 5.0% 4.9%
FAC 3.3% 3.6% 4.8% 5.3%

Average: 2.5% 3.7% 4.7% 4.9%

Individual Income Tax with Deferral
JLBC Forecast -10.5% 5.0% 4.9% 5.4%
UA – Low -8.1% 6.8% 5.6% 5.7%
UA – Base -6.0% 7.3% 6.2% 6.2%
FAC -9.8% 4.6% 5.5% 5.3%

Average: -8.6% 6.0% 5.6% 5.7%

Corporate Income Tax 
JLBC Forecast -8.5% 0.0% 3.0% 4.5%
UA – Low 6.2% 1.7% 2.6% 3.0%
UA – Base 8.7% 2.4% 3.6% 4.3%
FAC 3.2% -0.7% 6.8% 6.2%

Average: 2.4% 0.9% 4.0% 4.5%

JLBC Weighted Average -3.4% 4.3% 4.5% 5.0%

UA Low Weighted Average -1.4% 3.7% 4.6% 4.8%

UA Base Weighted Average 0.4% 4.9% 5.2% 5.3%

FAC Consensus Weighted Average -1.4% 3.4% 5.3% 5.4%

“Big-3” Weighted Average -1.5% 4.1% 4.9% 5.1%

Consensus Weighted Average -1.8% 2.6% 4.1% 4.7%

1/ Represents ongoing revenue adjusted for small revenue categories.  
2/ Baseline revenue forecast for FY 2024 is solely based on the JLBC Staff sector forecast of (3.4)%.
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Appendix B: FY 23 – FY 25 January Forecast
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Appendix B: FY 26 – FY 27 January Forecast
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Appendix C: General Fund Balance Sheet
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