RECESSION SCENARIOS:

HOW HAS OREGON
HISTORICALLY RESPONDED 10O
NATIONAL RECESSIONS?

ARE WE FISCALLY PREPARED FOR
A RECESSION?
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HISTORICAL IMPACT OF
RECESSIONS ON OREGON

¢ CYCLICALLY SENSITIVE GOODS
BASED ECONOMY

¢ RELIANCE ON HIGHLY ELASTIC
INCOME TAXES

¢ POLICY COMPLICATIONS
— KICKER
— INITFTATIVES
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OREGON EMPLOYMENT DURING NATIONAL
RECESSIONS

(QUARTERLY CHANGE AT SEASONALLY ADJUSTED ANNUAL RATE)

. Recession
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OREGON AMONG HARDEST HIT BY 2001

RECESSION

(FY2002 COMPARED TO FY2001)

% CHANGE IN TAX

RANK AMONG THE

REVENUE STATES
ALL STATES SEhE _
ALASKA ~-26. 4 510)
OREGON -20.3 49
CALIFGRNIA 7.6 A8
VIASS: — 1456 A
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STATE TAXES BY SOURCE

(PERCENT OF STATE TAX COLLECTIONS IN FISCAL YEAR 2006)
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2001 RECESSION:
LARGEST FISCAL IMPACT OF POS
WORLD WAR II'ERA

(% CHANGE COMPARED TO PRECEEDING BIENNIUM)
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ARE WE BETTER PREPARED

FOR A RECESSION?

¢ RESERVE
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EDUCATION STABILITY FUND

¢ STATUS: CONSTITUTIONAL

¢ REVENUE: 18%0 OF LOTTERY UNTIL CAP
REACHED THEN 15% INTO CAPITAL
MATCHING EUND

¢ IRIGGERS: (DECLINING EMPLOYMENIT OR
REVENUIE 2% BELOW EORECASIF OR
EMERGENCY)H= S/5 VOIE

o USES: PUBLIC EDUCATION
o CAPL 5V OF GE REVENUE
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RAINY DAY FUND

¢ STATUS: STATUTORY

¢ REVENUE: ONE-TIME CORP KICKER
CREDITTF + UP 10 1% OF GE
APPROPRIATIONS IN PRIOR BIENNIUM
(ENDING BALANCE)-+INTEREST

¢ TRIGGERS: SAME AS ESE EXCEPT
EMERGENCY DECLARATION

o WINE DRAWALS CANNOIF EXCEEIDF 2735 PER
STENINITN

o USES: GENERAL PURPOSE
» CARS 7. 5% OF GERIEVENUE
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BALANCES: TREND SCENARIO
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PROJECTED STATE RESOURCE
& EXPENDITURE GROWTH
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CURRENT BUDGET OUTLOOK

GENERAL FUND/LOTTERY

RESOURCES &
EXPENDITURES

2007-09 BIENNIUM
(IN' MILLIONS)

CURRENT RESOURCE $15,402
PROJECTION EXCLUDING
RESERVE EUNIDS
CURRENNF EXPENBITURE $15,159

PROJECTHONFINCLLUBDING
TANS

SURPLUS/SHORTEALL

ESPA8
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WHAT IS THE FORECAST RISK?

HISTORY OF GENERAL FUND REVENUE FORECASTS
ADJUSTED FOR LEGISLATIVE ACTIONS

BIENNIUM $ DEVIATION % DEVIATION
(IN MILLIONS)
1981-83 -468 -15.0
1883-85 +102 +-3.2
1985-87 +228 +7.1
1987-89 +216 +6.0
1989-91 +163 +3.6
1991-93 =78 4.4
1993-95 +331 +5.3
1995-97 +770 +11.1
1997-99 —=1.0)0) =42
1990-2001! +207 +2.1
2001-08 -2283 -20.6
2003-05 -300 -2.8
2005-01 +14415 +12.5
AVENACE +22/=7 1 \W-0r05-07) +1.2/+0.2 W-O 05-G7




BUDGET OUTLOOK WITH

MODERATE

RECESSION

GENERAL FUND/LOTTERY

RESOURCES &
EXPENDITURES

2007-09 BIENNIUM
(IN MILLIONS)

RESOURCE PROJECTION WITH $14,788
INCOME TAXES 5% BELOW
FORECAST
CURRENT EXPENDITTURE $15,159
PROJECTION
SURPLUS/SIIHORTEALL -$37 1
AVAILABLE RESERVES UNDER +$859
CURRENIFIEAVY
SURPLUSY/SHORIEALLE VYIS ~i5( )

RESERVES
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BUDGET OUTLOOK WITH

SEVERE R

ECESSION

GENERAL FUND/LOTTERY

RESOURCES &
EXPENDITURES

2007-09 BIENNIUM
(IN MILLIONS)

RESOURCE PROJECTION WITH $14,174
INCOME TAXES 10% BELOW
FORECAST
CURRENTT EXPENDITTURE $15,159
PROJECTION
SURPLUS/SIIHORTEALL ~$985
AVAILABLE RESERVES UNDER +$859
CURRENIFIEAVY
SURPLUSY/SHORIEALLE VIS -$627

RESERVES
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BUDGET OUTLOOK WITH

SEVERE R

ECESSION

GENERAL FUND/LOTTERY

RESOURCES &
EXPENDITURES

2007-09 BIENNIUM
(IN MILLIONS)

RESOURCE PROJECTION WITH $14,174
INCOME TAXES 10% BELOW
FORECAST
CURRENTT EXPENDITTURE $15,159
PROJECTION
SURPLUS/SIIHORTEALL ~$985
AVAILABLE RESERVES WINH +$726
STATUTORY CHANGES
SURPLUSY/SHORIEALLE VIS -$259

RESERVES
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¢
¢

¢

CONCLUSIONS

REVENUE IMPACT WILL BE DAMPENED: BY
TIMING AND OTHER EACTORS

THE STATE IS PREPARED TO OFESET THE
ANTICIPATED REVENUE LOSSES EROM A MILD
RECESSION WITHOUT STATUTORY CHANGES TO
RESERVE FUNDS

A DEER RECESSION IS LIKELY TO FEORCE
SIGNIEICANT GENERAL FEUNDrBUDGET CUTS

STATUTORY MODIEICATIONS TO EXISTING
RESERVIE EUNDS WOUILLDFREDUECE ST INOH;
ELIVIIINASEESS E BUIDGEIF CUNS NEEDREDHIG
RESTORE BALANCE UNDER THE DEER
RECESSION SCENARIO
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