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Tracking the fiscal conditions in the states

What a recession means for states
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Tracking the fiscal conditions in the states

Revenue takes historic hits

How this recession compares to the last
States experienced the largest revenue decreases in the months following the 2001 recession. This recession
has already surpassed those declines—and revenue figures are expected to continue to take a hit.
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Source: The Nelson A. Rockefeller Institute of Government
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Tracking the fiscal conditions in the states
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States take austerity measures

Real change in state general fund expenditures, FY1999 — FY2010

Total state spending
dropped 11 percent
from FYOS8 to FY10.

2002 2004

SOURCE: National Association of State Budget Officers/National Governors Association Spring Fiscal Survey, June 2010
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Tracking the fiscal conditions in the states

Growth in outstanding debt
$2.5 $2.4 trillion

100 percent increase since 2000
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How does your state
compare with California?

Using indicators chosen to gauge California’s fiscal
conditions, Pew Center on the States collected
data for all 50 states. Pew's researchers then
“scored” the states based on the results, with
California ranking highest at 30.

California

SOURCE: Pew Center on the States, based on analysis of data from the Nelson AL Rocksfeller s
Institute of Government, the Center on Budget and Policy Pricrities, the US. Department of
lLabor's Bureau of Labor Statistics, the Mortgage Bankers Association, the Public Policy

Institute of Californiz and the Pew Center on the States' Government Performance Project;

best available data as of July 31, 2009.

Most similar to California .

California dreaming?

Least similar to California
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Source: Pew Center on the States, Beyond California: States in Fiscal Peril, 2009
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Tracking the fiscal conditions in the states

The pension bill is much larger than that of other benefits, but it is 84
percent funded; the bill for other benefits is only 5 percent funded.

Funded PENSIONS
$2.77 TRILLION
Unfunded
4452 billion

OTHER BENEFITS
4587 BILLION

$'32billiun
$555 billion

SOURCE: Pow Center on tha States, 2010,
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Tracking the fiscal conditions in the states

Laggards in pension funding

21 states have less than 80 percent of their pension obligations funded.
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SOURCE: Pew Center on the States, 2010.
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Tracking the fiscal conditions in the states

NE
{no data available)

KS

. B 50.0% or more
X LA [ 10.0%-49.9%
[ 1.0%-9.9%
FL
1 0.1%-0.9%
NOTE: 2007 or 2008 data for all states,
HI except Utah and Wisconsin, which are D <0.1%

for 2006.

SOURCE: Pew Center on the States, 2010.
Twenty states had set aside no money for retiree health care and other benefits
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Unfunded pension liabilities, FY2008

Y &

[llinois Arizona
(SERS, SURS, TRS) (AZRS, PSPRS, EORP. CORP)

New York California
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8% discount

rate: +5104 billion

Original
- 575 bion o

$7.9 billion shortfall

7.75% return:
$35.1 billion
shortfall

8.5% return:
$53.4 billion
shortfall

. Current projections
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Unfunded pension liabilities, FY2008

New York California [llinois Arizona

(PERS) (SERS, SURS, TRS) (AZRS, PSPRS, EORP, CORP)

- L-$26 billion
shortfall

$11.9 billion
shortfall

. Current projections $53.5 billion

shortfall
7 percent discount rate $69.7 billion
D shortfall
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Tracking the fiscal conditions in the states

Unfunded pension liabilities, FY2008

New York California [llinois Arizona

(PERS) (SERS, SURS, TRS) (AZRS, PSPRS, EORP, CORP)

$17.8 billion
shortfall

. Current projections

7 percent discount rate

$16.2 hillion
shortfall

_ $81.9 billion $82.9 billion
6 percent discount rate shortfall shortfall
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Spending pressures

The Rising Cost of State Corrections

$47.3
® Billion

Inflation
Adjusted

$20.18 el " General Fund
Billion Y . Expenditures
| 1 ' for Corrections
$10.62
Billion

1987 1990 1995 2000 2005 2008
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New York

Gov.: Dem. | Legis.: Dem.
2011 budget gap:' 15.3%
Unemployment:? 8.3%

(California

Gov.: Rep. | Legis.: Dem. M
2011 budget gap:' 13.4% | -
Unemployment:? 12.4%

lllinois

Gov.: Dem. | Legis.: Dem.
2011 budget gap:' 45%
Unemployment:? 10.8%

Arizona

Gov.: Rep. | Legis.: Rep.
2011 budget gap:' 30%
Unemployment:? 9.6%

Florida

Gov.: Ind.? | Legis.: Rep.
2011 budget gap:' 10%
Unemployment:? 11.7%

'Estimated gap as a percentage of general fund expenditures
’Estimated for the second quarter of 2010 based on analysis of U.S. Bureau of Labor Statistics data
arlia Criet e - T e - artiblican in 200, N E - -

=) [atml=Tal I=al

WO =1 =t ala ; = f=1al

www.pewcenteronthestates.org



THE

PEW

CENTER ON THE STATES

LESS TRUSTING

Fewer than one in five respondents in California, lllinois and New York say they can trust state
government to do what is right just about always or most of the time, as opposed to only some
or none of the time.

80% 80% _ 79%

lrusting: lrusting: lrusting:
18% _ 19% _ 19%

California Illinois New York

MORE TRUSTING \ N | a
In Florida and Arizona, ) 67%

respondents are less S S
negative; about one-third 3'1 %' HsHS

66%

i 33%
are more trusting. . .
Florida Arizona
Not trusting:
THE NATIONAL MOOD =
76%

According to a survey released in
April 2010 by the Pew Research

22 percent of Americans trust the Trusting:
'F‘J("Iﬁr;ll Arvarnmant :||mr\¢:+ :Il\!\i::\ff-.‘. 770/:\ —

www.pewcenteronthestates.org
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A lack of trust

D09 ~mmmmmmmm Tttt oo
Trust state government Think state is going . Expect good times financially
all or most of the time in the right direction in the next 12 months

40% —

30%

20%

10%

Arizona Florida California [llinois New York

SOURCE: Pew Center on the States and Public Policy Institute of California 2010.

www.pewcenteronthestates.org
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Florida ‘ !

Arizona .
Big problem 56%

California E
Big problem 67%

[llinois E

Big problem 68%
New York :

Big problem 66%
[ |

Not a problem

Somewhat of a problem 40%

Somewhat of a problem 30%

Somewhat of a problem 32%

Somewhat of a problem 30%
J

25% 50%
SOURCE: Pew Center on the States and Public Policy Institute of California 2010.

www.pewcenteronthestates.org
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Could
spend Could not
less . :I— spend less

75%

Of those who thought
states could spend less, 5go -
most think 10 percent
or more could be cut.

25%

Ariz. Calif. Fla. Il N.Y.

SOURCE: Pew Center on the States and Public Policy
Institute of California 2010.

www.pewcenteronthestates.org
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The essentials: Residents want to protect K-12

. K-12 education . Medicaid Higher education . Transportation

PERCENTAGE OF RESPONDENTS THAT MOST WANT TO PROTECT EACH AREA FROM CUTS"

60%

50% -~

40%

30%

20%

10%

Arizona California Florida Illinois New York

MAJOR SPENDING AREAS, BY SHARE OF OVERALL STATE BUDGET IN FISCAL YEAR 2008

35%

www.pewcenteronthestates.org
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The essentials: Priorities for Arizona

70%

60%

50%

40%
. ’
Arizonans’ tax and
spending choices 30%
20%
10%
29% l 71%
would make would pay choose K-12
the temporary higher education as
sales tax taxes the area they
increase for K-12 most want to
permanent education protect from cuts

SOURCE: Pew Center on the States and Public Policy

www.pewcenteronthestates.org Institute of California 2010.



The essentials

What people say they will pay higher taxes to support

More than six out of 10 respondents across the five states would be willing to pay higher taxes to
maintain current funding for K-12 education. Fewer than three in 10 respondents would be willing to
raise taxes to maintain current funding for transportation or prisons and corrections.

I K-12 education [} Health and human services Higher education B Transportation [ Prisons and corrections

80%

70%

60%
SN | EEEEECEEEEEEY | [EECREEEEEREE | [FTRRECEREEEE | RRREEEEEREEE | REEEEECEEE
40%

30%
20%

Arizona California Florida linois New York

SOURCE: Pew Center on the States and Public Policy Institute of California 2010.

www.pewcenteronthestates.org
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I Taxes on cigarettes and alcohol B Corporate tax B sales tax B Personal income tax All other

TAX INCREASES FAVORED BY RESIDENTS

70%

60% —j ’7

/8] | EEREECEEERES! | EEEEEEEEEEEES | CEEEEEEEEEEEE | [EECERESEREEE | REEEEREEEE
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Reality check: Taxes public prefers will not close budget gaps

Although respondents support raising taxes on corporations and alcohol and cigarette consumption,
those types of increases will not close the budget gap in their state. As a share of current state revenue,
these two sources—the corporate income tax and “sin” taxes—comprise about $1 out of every $10.

B Taxes on cigarettes and alcohol B Corporate tax B sales tax B Personal income tax All other

SHARE OF STATE TAXES IN FISCAL YEAR 2009

70%

60%

5O% - - - -~ - - - g - - < < << e

40%

30%

20%

10%

NO PERSONAL INCOME TAX

Arizona California Florida llinois New York

www.pewcenteronthestates.org
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State and local borrowing grew at an annual average rate of 85
percent, between 2000 and 2007. The lack of credit early in the
recession slowed state and local borrowing, but it has picked up

STATE AND LOCAL BORROWING sharply since the end of 2008.

www.pewcenteronthestates.org



Cut up the credit card

TOP CHOICE FOR BALANCING THE STATE BUDGET

Cut spending I Raise taxes and fees

. Borrow

80%

70% —

60% —

50% —

40%

30%

20%
10% —

Arizona California Florida
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Deliver better results

Large maijorities say their state should act now.

100%

?20%

80%

70%

60%

50%

N.Y. Ariz. Calif. Fla. Il.

SOURCE: Pew Center on the States and Public Policy
Institute of California 2010.

www.pewcenteronthestates.org
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Reforms in pensions

SOURCE: Pew Center on the States, 2010,

www.pewcenteronthestates.org
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Reforms: 2010
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. O i * 21 states enacted reforms this
Ruling on PERA bill expected shortly
past year

By Marianne Goodland
THE COLORADO STATESMAN

The effort to CI'r'@¢|_;rr| Senate Bill 1, the law passed in February that seeks to shore up the [ ] We a re Co nti n u i ng to t r‘a C k Sta te S'

Public Employees’ Retirement ciation (PERA), 1s now in its fourth month with a ruling on

the first round of motions expected shortly from Judge Robert S. Hyatt of the Second Judical

DetictinDemver, e progress on retirement benefits.
it agains * COLAs (CO, MN and SD)

with F‘E RA's

Three days after Gov. Bill Ritter signed SB 1, members of SAVE PERA COLA filed s
the state and PERA, attemphting to overturn a portion of the SB 1 law dealing v
Adjustment (COLA). The onginal motion was a ded in March in part ° Ch t b f't f
to add named plaint ho come from PERA's four divisions. The la vhich seeks class- a n ges O e n e I S O

action status, now names as plaintiffs Gary Justus, a retired Denver Public Schools teacher

who testified against SB 1 at the state capitol in January; Kathleen Hopkins, a retired state Cu rre nt retl rees

ne Halaas; and Lisa Silva-Derou, a current en ee of the

annual Cost of Living

eg; retired Judge Eu

Colorado Department of Public Health and Environment. Silva-Derou, according
amended motion, 15 ehigible to recewve a full service pension benefit from PERA because she

has met PERA’s age and service requirements

The lawsuit charges that SB 1 is unconstitutional “because it impairs the retirees’ contractual

nghts to receive pension benefits at the level promised™ when employees retired or were

www.pewcenteronthestates.org
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Making tough choices

www.pewcenteronthestates.org
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Director, Research
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