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Department of Transportation

EOG Number: W2020-0021

Problem Statement:

Chapter 2019-43, L.O.F., created the Multi-Use Corridors of Regional Economic Significance Program (M-CORES) to develop and construct three
major transportation corridors after studying the feasibility and impacts of these regional corridors. In addition to creating M-CORES, the law
redirected a portion of motor vehicle license tax deposits from the General Revenue Fund to the State Transportation Trust Fund and provided
for allocation to specific programs in certain fiscal years. Section 338.2278(7) and (8), F.S., allocates $12.5 million for M-CORES; $10 million for
the Small County Resurfacing Assistance Program (SCRAP); $10 million for the Small County Outreach Program (SCOP); $10 million to the
Transportation Disadvantaged Trust Fund; and $2.5 million for a workforce development program. Florida Statutes further require the
department to submit a budget amendment requesting the budget authority necessary to implement these program allocations.

Agency Request:

Pursuant to ss. 339.1373 and 338.2278, F.S., the department requests $32.5 million of State Transportation Trust Fund spending authority to
initiate planning efforts for the three transportation corridors, establish a task force for each corridor, and provide funding for SCRAP and SCOP
as follows:

e 5$12.5 million for M-CORES for Right-of-Way Support, Preliminary Engineering Consultants, and Transportation Planning Consultants.
e 510 million for the Small County Resurfacing Assistance Program.
e 510 million for the Small County Outreach Program.

The remaining provisions of the legislation are requested in budget amendment B0026.

Governor's Recommendation:

Recommend providing $32.5 million in budget authority to initiate the Multi-use Corridors of Regional Economic Significance Program (M-
CORES), pursuant to CH. 2019-43, L.O.F. (SB 7068). This includes: $10 Million for the Small County Assistance Program, $10 Million for the Small
County Outreach Program, and $12.5 Million for M-CORES development. An additional $12.5 million has been recommended under budget
amendment #B0026, for a total of $45 million for Fiscal Year 2019-20 to support implementation of the legislation.

Senate Committee: Appropriations Subcommittee on Transportation, House Committee: Transportation & Tourism Appropriations
Tourism, and Economic Development Subcommittee
Senate Analyst: John McAuliffe House Analyst: Anita Hicks
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Line Item
No.

Budget Entity / Fund / Appropriation Category
Title

LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY APPROVED BY THE
GOVERNOR LEGISLATIVE BUDGET
COMMISSION

Appropriation

Appropriation Appropriation

TRANSPORTATION

1974

1975

N/A

2039

Transportation Systems Operations
Program: Highway Operations

Fixed Capital Outlay

Small County Resurface Assistance Program
(Scrap)

From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Small County Outreach Program (Scop)
From State Transportation (Primary) Trust Fund

Florida's Turnpike Systems
Florida's Turnpike Enterprise

Fixed Capital Outlay
Transportation Planning Consultants
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Right-Of-Way Support

From State Transportation (Primary) Trust Fund

Fixed Capital Outlay

10,000,000

10,000,000

9,800,000

1,300,000

10,000,000

10,000,000

9,800,000

1,300,000
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Line ltem Budget Entity / Fund / Appropriation Category REQUESTED BY AGENCY RECOMMENDED BY APPROVED BY THE
No. Title CF GOVERNOR LEGISLATIVE BUDGET
COMMISSION
LASPBS Account Number Appropriation Appropriation Appropriation
Preliminary Engineering Consultants
From State Transportation (Primary) Trust Fund 1,400,000 1,400,000
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Department of Transportation

EOG Number: W2020-0023

Problem Statement:

Section 339.135(6)(c), F.S., authorizes the Department of Transportation to roll forward budget authority from the previous fiscal year into the
next for project phases in the Adopted Work Program that are not certified forward or committed on June 30 of each fiscal year. This unique
provision allows the department to roll forward projects and associated spending authority from the previous fiscal year into the current fiscal
year so project phases which have not yet been committed can contract with minimal delay. Unanticipated delays due to environmental issues,
permitting problems, federal requirements, local government coordination, legal issues, bid protests, and other impacts can occur during the
year. Without this statutory provision, projects or project phases would be deleted from the program and requested in the next budget cycle,
resulting in delays of a year or more.

The roll forward process is similar to the certified forward process provided for in ch. 216, F.S., with the exception that it transfers the budget
authority for the project phase from one year to the next even though the contractual commitment has not yet been made. This process does
not result in new projects or in changes to previously funded projects, and it does not allow the department to increase its budget authority
above what was previously appropriated. The amount of the prior year budget authority is never exceeded during the roll forward process.

Major amounts and categories impacted include $351.3 million for Right of Way; $597.9 million for Intrastate, Arterial Highway Construction,
small county programs and other associated inspection budget; $120 million for Public Transportation; $44 million for Resurfacing; $125 million
for Preliminary Engineering and Traffic Engineering Consultants; $45.6 million for Bridge Construction and Inspection; $68.3 million for Major
Disasters; $45.4 million for categories such as Planning Grants, County Transportation Programs, Safety Grants and Local Government
Reimbursement; and $5.3 million for Toll/Turnpike Systems Equipment and Toll Operation Contracts.

Agency Request:

The department requests $1.4 billion of additional budget authority in several appropriation categories for Work Program phases in the Fiscal
Year 2019-20 Adopted Work Program which qualify for roll forward pursuant to s. 339.135(6)(c), F.S. This includes $6.5 million for the Turnpike
Renewal and Replacement Trust Fund; $181.8 million for the Turnpike General Reserve Trust Fund; $1.2 billion for the State Transportation Trust
Fund; and $60.2 million for the Right of Way Acquisition Bridge Construction Trust Fund.

Governor's Recommendation:
Recommend $1.43 billion additional budget authority in various appropriation categories for continuation of the Adopted Work Program phases
in Fiscal Year 2018-19 which were not certified forward, but qualify for roll forward, pursuant to section 339.135(6)(c), Florida Statutes.
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Senate Committee: Appropriations Subcommittee on Transportation,
Tourism, and Economic Development
Senate Analyst: John McAuliffe

House Commiittee: Transportation & Tourism Appropriations
Subcommittee
House Analyst: Anita Hicks
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Line ltem Budget Entity / Fund / Appropriation Category REQUESTED BY AGENCY RECOMMENDED BY APPROVED BY THE
No. Title CF GOVERNOR LEGISLATIVE BUDGET
COMMISSION
LASPBS Account Number Appropriation Appropriation Appropriation
TRANSPORTATION

1939

1940

1941

1942

1945

Transportation Systems Development
Program: Transportation Systems Development

Fixed Capital Outlay
Transportation Planning Consultants
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Aviation Development/Grants
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Public Transit Development/Grants
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay

Right-Of-Way Land Acquisition

From State Transportation (Primary) Trust Fund
From Right-Of-Way Acquisition And Bridge
Construction Trust Fund

Fixed Capital Outlay
Seaport Grants
From State Transportation (Primary) Trust Fund

3,357,717

7,836,367

24,510,562

245,767,670

45,827,651

757,832

3,357,717

7,836,367

24,510,562

245,767,670

45,827,651

757,832
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Line ltem Budget Entity / Fund / Appropriation Category REQUESTED BY AGENCY RECOMMENDED BY APPROVED BY THE
No. Title CF GOVERNOR LEGISLATIVE BUDGET
COMMISSION
LASPBS Account Number Appropriation Appropriation Appropriation
1947 Fixed Capital Outlay
Rail Development/Grants
From State Transportation (Primary) Trust Fund 19,407,196 19,407,196
1948 Fixed Capital Outlay
Intermodal Development/Grants
From State Transportation (Primary) Trust Fund 4,721,503 4,721,503
1949 Fixed Capital Outlay
Preliminary Engineering Consultants
From State Transportation (Primary) Trust Fund 83,938,659 83,938,659
N/A From Right-Of-Way Acquisition And Bridge
Construction Trust Fund 30,000 30,000
1950 Fixed Capital Outlay
Right-Of-Way Support
From State Transportation (Primary) Trust Fund 45,173,597 45,173,597
From Right-Of-Way Acquisition And Bridge
Construction Trust Fund 3,298,074 3,298,074
1951 Fixed Capital Outlay
Transportation Planning Grants
From State Transportation (Primary) Trust Fund 1,078,366 1,078,366

N/A

Florida Rail Enterprise

Fixed Capital Outlay
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Line Item
No.

Budget Entity / Fund / Appropriation Category
Title

LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY
GOVERNOR

APPROVED BY THE
LEGISLATIVE BUDGET
COMMISSION

Appropriation

Appropriation

Appropriation

1958

1960

1974

1975

1976

Construction Inspection Consultants
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Public Transit Development/Grants
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Rail Development/Grants
From State Transportation (Primary) Trust Fund

Transportation Systems Operations
Program: Highway Operations

Fixed Capital Outlay

Small County Resurface Assistance Program
(Scrap)

From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Small County Outreach Program (Scop)
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay

Grants And Aids - Major Disasters - Department
Of Transportation Work Program

From State Transportation (Primary) Trust Fund

400,000

36,217,304

26,554,237

1,016,576

6,681,023

68,067,415

400,000

36,217,304

26,554,237

1,016,576

6,681,023

68,067,415
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Line Item
No.

Budget Entity / Fund / Appropriation Category
Title

LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY
GOVERNOR

APPROVED BY THE
LEGISLATIVE BUDGET
COMMISSION

Appropriation

Appropriation

Appropriation

1977

1978

1979

1980

1981

1982

1984

Fixed Capital Outlay
County Transportation Programs
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Bond Guarantee
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Transportation Highway Maintenance Contracts
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Intrastate Highway Construction
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Arterial Highway Construction
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay

Construction Inspection Consultants

From State Transportation (Primary) Trust Fund
From Right-Of-Way Acquisition And Bridge
Construction Trust Fund

Fixed Capital Outlay
Highway Safety Construction/Grants

14,356,357

500,000

290,000

355,986,395

44,109,012

46,039,833

287,796

14,356,357

500,000

290,000

355,986,395

44,109,012

46,039,833

287,796




Budget Commission Meeting

September 12, 2019

Line ltem Budget Entity / Fund / Appropriation Category REQUESTED BY AGENCY RECOMMENDED BY APPROVED BY THE
No. Title CF GOVERNOR LEGISLATIVE BUDGET
COMMISSION
LASPBS Account Number Appropriation Appropriation Appropriation
From State Transportation (Primary) Trust Fund 25,690,935 25,690,935
1985 Fixed Capital Outlay
Resurfacing
From State Transportation (Primary) Trust Fund 44,024,591 44,024,591
1986 Fixed Capital Outlay
Bridge Construction
From State Transportation (Primary) Trust Fund 32,219,200 32,219,200
From Right-Of-Way Acquisition And Bridge
Construction Trust Fund 10,714,273 10,714,273
1988 Fixed Capital Outlay
Highway Beautification Grants
From State Transportation (Primary) Trust Fund 354,066 354,066
1989 Fixed Capital Outlay
Materials And Research
From State Transportation (Primary) Trust Fund 384,185 384,185
1989A Fixed Capital Outlay
Local Transportation Projects
From State Transportation (Primary) Trust Fund 17,639,740 17,639,740
1990 Fixed Capital Outlay
Bridge Inspection
From State Transportation (Primary) Trust Fund 2,193,299 2,193,299

10
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Line Item
No.

Budget Entity / Fund / Appropriation Category
Title

LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY
GOVERNOR

APPROVED BY THE
LEGISLATIVE BUDGET
COMMISSION

Appropriation

Appropriation

Appropriation

1992

N/A

2034

N/A

2035

N/A

2036

Fixed Capital Outlay
Traffic Engineering Consultants
From State Transportation (Primary) Trust Fund

Florida's Turnpike Systems
Florida's Turnpike Enterprise

Fixed Capital Outlay

Grants And Aids - Major Disasters - Department
Of Transportation Work Program

From State Transportation (Primary) Trust Fund

Fixed Capital Outlay

Intrastate Highway Construction

From Turnpike Renewal And Replacement Trust
Fund

From Turnpike General Reserve Trust Fund
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay

Construction Inspection Consultants

From Turnpike Renewal And Replacement Trust
Fund

From Turnpike General Reserve Trust Fund
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Right-Of-Way Land Acquisition

11,025,639

231,240

2,263,232
139,706,187
199,485

1,000,000
50,135
175,000

11,025,639

231,240

2,263,232
139,706,187
199,485

1,000,000
50,135
175,000

11
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Line Item
No.

Budget Entity / Fund / Appropriation Category
Title

LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY
GOVERNOR

APPROVED BY THE
LEGISLATIVE BUDGET
COMMISSION

Appropriation

Appropriation

Appropriation

2037

2038

N/A

2039

2040

N/A

From Turnpike General Reserve Trust Fund

Fixed Capital Outlay
Resurfacing

From Turnpike Renewal And Replacement Trust
Fund

Fixed Capital Outlay
Bridge Construction

From Turnpike Renewal And Replacement Trust
Fund
From Turnpike General Reserve Trust Fund

Fixed Capital Outlay

Preliminary Engineering Consultants

From Turnpike Renewal And Replacement Trust
Fund

From Turnpike General Reserve Trust Fund
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Right-Of-Way Support
From Turnpike General Reserve Trust Fund

Fixed Capital Outlay
Local Transportation Projects
From State Transportation (Primary) Trust Fund

10,204,393

1,000

501,000
1,000

2,693,150
26,387,342
538,423

1,009,517

5,841,099

10,204,393

1,000

501,000
1,000

2,693,150
26,387,342
538,423

1,009,517

5,841,099

12
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Line ltem Budget Entity / Fund / Appropriation Category REQUESTED BY AGENCY RECOMMENDED BY APPROVED BY THE
No. Title GOVERNOR LEGISLATIVE BUDGET
cF COMMISSION
LASPBS Account Number Appropriation Appropriation Appropriation
2042 Fixed Capital Outlay

2043

2044

2045

Traffic Engineering Consultants
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Toll Operation Contracts
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay

Turnpike System Equipment And Development
From Turnpike General Reserve Trust Fund
From State Transportation (Primary) Trust Fund

Fixed Capital Outlay
Tolls System Equipment And Development
From State Transportation (Primary) Trust Fund

424,932

429,825

4,420,340
124,902

313,560

424,932

429,825

4,420,340
124,902

313,560

13
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Department of Transportation

EOG Number: B2020-0026

Problem Statement:

Chapter 2019-43, L.O.F., created the Multi-Use Corridors of Regional Economic Significance Program (M-CORES) to develop and construct three
major transportation corridors after studying the feasibility and impacts of these regional corridors. In addition to creating M-CORES, the law
redirected a portion of motor vehicle license tax deposits from the General Revenue Fund to the State Transportation Trust Fund and provided
for allocation to specific programs in certain fiscal years. Section 338.2278(7) and (8), F.S., allocates $12.5 million for M-CORES; $10 million for
the Small County Resurfacing Assistance Program (SCRAP); $10 million for the Small County Outreach Program (SCOP); $10 million to the
Transportation Disadvantaged Trust Fund and $2.5 million for a workforce development program.

Specifically, the law requires the operational funds for the transportation disadvantaged and workforce development programs to be used in the
following manner:

e Award competitive grants to community transportation coordinators and transportation network companies to provide cost-effective,
door-to-door, on-demand, and scheduled transportation services (s. 338.2278(7)(e), F.S.).

e Provide a workforce development program to address the construction labor shortage by recruiting and developing skilled workers for
infrastructure projects (s. 334.044(35), F.S.).

Florida Statutes further require the department to submit a budget amendment requesting the budget authority necessary to implement these
program allocations.

Agency Request:
Pursuant to ss. 339.1373 and 338.2278, F.S., the department requests $12.5 million in spending authority to implement the transportation
disadvantaged and workforce development programs as follows:

e 510 million from the Transportation Disadvantaged Trust Fund for the Transportation Disadvantaged program.
e S$2.5 million from the State Transportation Trust Fund for workforce development.

The remaining provisions of the legislation are requested in budget amendment W0021.

Governor's Recommendation:
Recommend providing $12.5 million additional budget authority, pursuant to the provisions of CH. 2019-43, L.O.F. (SB 7068). Funds are provided
to support the establishment of the Multi-Use Corridors of Regional Economic Program (M-CORES). This includes $10 million in additional funds

14
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for the Transportation Disadvantaged Program and $2.5 million for the creation of a Workforce Education Program. Work Program funding of
$32.5 million is recommended in Amendment W-0021 providing a total of $45 million as authorized in the bill.

Senate Committee: Appropriations Subcommittee on Transportation, House Commiittee: Transportation & Tourism Appropriations
Tourism, and Economic Development Subcommittee
Senate Analyst: John McAuliffe House Analyst: Anita Hicks

15
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Line ltem Budget Entity / Fund / Appropriation Category REQUESTED BY AGENCY RECOMMENDED BY APPROVED BY THE
No. Title CF GOVERNOR LEGISLATIVE BUDGET
COMMISSION
LASPBS Account Number Appropriation Appropriation Appropriation
TRANSPORTATION

1935

1938

Transportation Systems Development
Program: Transportation Systems Development

Special Categories
Contracted Services
From State Transportation (Primary) Trust Fund

Special Categories
Grants And Aids - Transportation Disadvantaged
From Transportation Disadvantaged Trust Fund

2,500,000

10,000,000

2,500,000

10,000,000

16
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Agency for Health Care Administration

EOG Number: B2020-0093

Problem Statement:

Caseload and expenditures for the Medicaid program are forecasted through a consensus process by the principals of the Social Services
Estimating Conference (SSEC). The forecasts are based upon current law and administrative practice; historical information; spending trends; and
anticipated events. Current law requires that expenditures be paid from the proper appropriation category. The SSEC for Medicaid Services met
on August 6, 2019 and adopted a new estimate for Fiscal Year 2019-2020 expenditures by category and fund. Total expenditures for the
Medicaid program for Fiscal Year 2019-2020 are estimated to be $28.1 billion with a projected surplus of $327.6 million, of which $198 million is
General Revenue. In order to conform to the projected expenditures estimated by the August 2019 SSEC, the Agency must realign various
Medicaid Services appropriation categories.

Agency Request:

The Agency for Health Care Administration requests the realignment of spending authority in the General Revenue and Trust Funds to comport
with the August 2019 Social Services Estimating Conference. The Agency requests the realignment of $40,128,993 in the General Revenue Fund,
$5,257,050 in the Grants and Donations Trust Fund, $71,992,159 in the Medical Care Trust Fund, and $55,494 in the Refugee Assistance Trust
Fund to offset projected deficits and to place budget authority of $198,046,560 from the General Revenue Fund, $18,000,000 from the Health
Care Trust Fund, $111,247,930 from the Medical Care Trust Fund, and $287,499 from the Refugee Assistance Trust Fund into unbudgeted
reserve.

Governor's Recommendation:

Recommend, based on the Social Services Estimating Conference held in August 2019, the realighment of $40,128,993 in the General Revenue
Fund, $5,257,050 in the Grants and Donations Trust Fund, $71,992,159 in the Medical Care Trust Fund, and $55,494 in the Refugee Assistance
Trust Fund to offset projected deficits and to place budget authority of $198,046,560 from the General Revenue Fund, $18,000,000 from the
Health Care Trust Fund, $111,247,930 from the Medical Care Trust Fund, and $287,499 from the Refugee Assistance Trust Fund into unbudgeted
reserve.

17
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Senate Committee: Appropriations Subcommittee on Health and
Human Services
Senate Analyst: Brooke McKnight

House Commiittee: Health Care Appropriations Subcommittee
House Analyst: Ross Nobles

18
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Line
Item
No.

Budget Entity / Fund /
Appropriation Category
Title
LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY GOVERNOR

APPROVED BY THE LEGISLATIVE
BUDGET COMMISSION

Appropriation

Reserve

Release

Appropriation

Reserve

Release

Appropriation

Reserve

Release

AGEN
ADMI

197

198

203

CY FOR HEALTH CARE
NISTRATION

Program: Health Care
Services

Medicaid Services To
Individuals

Special Categories

Case Management
From General Revenue
Fund

From Medical Care Trust
Fund

Special Categories
Community Mental Health
Services

From General Revenue
Fund

From Medical Care Trust
Fund

Special Categories
Hospital Inpatient
Services

From General Revenue
Fund

(1,422,811)

(2,255,633)

1,533,568

2,355,569

3,300,556

(711,402)

(2,255,633)

766,780

2,355,569

1,650,270

(1,422,811)

(2,255,633)

1,533,568

2,355,569

3,300,556

(711,402)

(2,255,633)

766,780

2,355,569

1,650,270
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Line
Item
No.

Budget Entity / Fund /
Appropriation Category
Title
LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY GOVERNOR

APPROVED BY THE LEGISLATIVE
BUDGET COMMISSION

Appropriation

Reserve

Release

Appropriation

Reserve

Release

Appropriation | Reserve

Release

206

207

208

From Medical Care Trust
Fund

From Refugee Assistance
Trust Fund

Special Categories
Hospital Insurance
Benefits

From General Revenue
Fund

From Medical Care Trust
Fund

Special Categories
Hospital Outpatient
Services

From General Revenue
Fund

From Medical Care Trust
Fund

From Refugee Assistance
Trust Fund

Special Categories
Other Fee For Service
From General Revenue
Fund

From Grants And
Donations Trust Fund

5,244,522

(5,596,937)

(8,857,772)

(6,662,622)

(10,384,465)

10,425,906

37,050

102,315

112,898

5,244,522

(102,315)

(2,798,454)

(8,857,772)

(3,331,294)
(10,384,465)

(112,898)

5,212,927

37,050

5,244,522

(5,596,937)

(8,857,772)

(6,662,622)

(10,384,465)

10,425,906

37,050

102,315

112,898

5,244,522

(102,315)

(2,798,454)

(8,857,772)

(3,331,294)
(10,384,465)

(112,898)

5,212,927

37,050

20




Budget Commission Meeting
September 12, 2019

Line
Item
No.

Budget Entity / Fund /
Appropriation Category
Title
LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY GOVERNOR

APPROVED BY THE LEGISLATIVE
BUDGET COMMISSION

Appropriation

Reserve

Release

Appropriation

Reserve

Release

Appropriation

Reserve

Release

209

210

211

From Medical Care Trust
Fund

From Refugee Assistance
Trust Fund

Special Categories
Personal Care Services
From General Revenue
Fund

From Medical Care Trust
Fund

Special Categories
Physician And Health Care
Practitioner Services
From General Revenue
Fund

From Medical Care Trust
Fund

From Refugee Assistance
Trust Fund

Special Categories
Prepaid Health Plans
From General Revenue
Fund

From General Revenue
Fund

From Health Care Trust
Fund

15,640,767

3,873

(179,371)

(304,161)

7,085,224
11,303,724

23,481

(25,575,848)

198,046,560

18,000,000

15,640,767

3,873

(89,685)

(304,161)

3,542,594
11,303,724

23,481

(198,046,560)
(12,787,860)

(18,000,000)

15,640,767

3,873

(179,371)

(304,161)

7,085,224
11,303,724

23,481

(25,575,848)

198,046,560

18,000,000

15,640,767

3,873

(89,685)

(304,161)

3,542,594
11,303,724

23,481

(198,046,560)
(12,787,860)

(18,000,000)
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Line
Item
No.

Budget Entity / Fund /
Appropriation Category
Title
LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY GOVERNOR

APPROVED BY THE LEGISLATIVE
BUDGET COMMISSION

Appropriation

Reserve

Release

Appropriation

Reserve

Release

Appropriation

Reserve

Release

212

213

214

From Medical Care Trust
Fund

From Medical Care Trust
Fund

From Refugee Assistance
Trust Fund

From Refugee Assistance
Trust Fund

Special Categories
Prescribed
Medicine/Drugs

From General Revenue
Fund

From Medical Care Trust
Fund

From Refugee Assistance
Trust Fund

Special Categories
Medicare Part D Payment

From General Revenue
Fund

Special Categories
Statewide Inpatient
Psychiatric Services
From General Revenue
Fund

(40,326,084)

(55,494)

4,537,701
7,250,709

28,140

1,967,928

13,797

110,656,718

72,286

(40,326,084)
(110,656,718)
(55,494)

(72,286)

2,268,839
7,250,709

28,140

983,959

6,898

(40,326,084)

(55,494)

4,537,701
7,250,709

28,140

1,967,928

13,797

110,656,718

72,286

(40,326,084)
(110,656,718)
(55,494)

(72,286)

2,268,839
7,250,709

28,140

983,959

6,898
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Line
Item
No.

Budget Entity / Fund /
Appropriation Category
Title
LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY GOVERNOR

APPROVED BY THE LEGISLATIVE
BUDGET COMMISSION

Appropriation

Reserve

Release

Appropriation

Reserve

Release

Appropriation

Reserve

Release

215

217

219

From Medical Care Trust
Fund

Special Categories
Supplemental Medical
Insurance

From General Revenue
Fund

From Medical Care Trust
Fund

From Medical Care Trust
Fund

Medicaid Long Term Care

Special Categories
Assistive Care Services
From General Revenue
Fund

From Medical Care Trust
Fund

Special Categories
Intermediate Care
Facilities/Intellectually
Disabled - Sunland Center
From Medical Care Trust
Fund

From Medical Care Trust
Fund

53,645

3,359,544
110,646

9,729,067

48,651

77,128

(813,271)

513,003

53,645

1,679,764
110,646

9,729,067

24,325

77,128

(813,271)

(513,003)

53,645

3,359,544
110,646

9,729,067

48,651

77,128

(813,271)

513,003

53,645

1,679,764
110,646

9,729,067

24,325

77,128

(813,271)

(513,003)

23




Budget Commission Meeting
September 12, 2019

Line
Item
No.

Budget Entity / Fund /
Appropriation Category
Title
LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY GOVERNOR

APPROVED BY THE LEGISLATIVE
BUDGET COMMISSION

Appropriation

Reserve

Release

Appropriation

Reserve

Release

Appropriation

Reserve

Release

220

221

222

Special Categories
Intermediate Care
Facilities/Developmentally
Disabled Community
From General Revenue
Fund

From Medical Care Trust
Fund

Special Categories
Nursing Home Care
From General Revenue
Fund

From Grants And
Donations Trust Fund
From Grants And
Donations Trust Fund
From Medical Care Trust
Fund

Special Categories
Prepaid Health Plan/Long
Term Care

From General Revenue
Fund

From Grants And
Donations Trust Fund
From Medical Care Trust
Fund

(691,404)

(1,096,094)

317,532
(37,050)
(5,220,000)

(7,830,694)

7,538,586
5,220,000

999,999

(345,700)

(1,096,094)

158,765
(37,050)
(5,220,000)

(7,830,694)

3,769,274
5,220,000

999,999

(691,404)

(1,096,094)

317,532
(37,050)
(5,220,000)

(7,830,694)

7,538,586
5,220,000

999,999

(345,700)

(1,096,094)

158,765
(37,050)
(5,220,000)

(7,830,694)

3,769,274
5,220,000

999,999
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Line
Item
No.

Budget Entity / Fund /
Appropriation Category
Title
LASPBS Account Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY GOVERNOR

APPROVED BY THE LEGISLATIVE
BUDGET COMMISSION

Appropriation

Reserve

Release

Appropriation

Reserve

Release

Appropriation

Reserve

Release

223

From Medical Care Trust
Fund

Special Categories

State Mental Health
Hospital Program

From Medical Care Trust
Fund

From Medical Care Trust
Fund

19,226,384

(123,986)

78,209

19,226,384

(123,986)

(78,209)

19,226,384

(123,986)

78,209

19,226,384

(123,986)

(78,209)
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Agency for Health Care Administration

EOG Number: B2020-0094

Problem Statement:

Caseloads and expenditures for the Florida KidCare Program are forecasted through a consensus process by the principals of the Social Services
Estimating Conference (SSEC). The forecasts are based upon current law and administrative practice; historical information; spending trends; and
anticipated events. Current law requires that expenditures be paid from the proper appropriation category. The SSEC for the Florida KidCare
Program met on July 31, 2019 and adopted a new estimate for Fiscal Year 2019-2020 expenditures by category and fund. Based on the July 2019
SSEC, total expenditures for the program for Fiscal Year 2019-2020 are estimated to be $591,141,351 with a projected overall surplus of
$6,845,153, of which $1,318,142 is General Revenue. In order to conform to the projected expenditures estimated by the July 2019 SSEC, the
Agency must realign various Florida KidCare Program appropriation categories.

Agency Request:

The Agency for Health Care Administration requests the realignment of spending authority in the General Revenue and Trust Funds to comport
with the July 2019 Social Services Estimating Conference. The Agency requests the realignment of $46,081 in the General Revenue Fund, $7,911
in the Grants and Donations Trust Fund, and $1,070,508 in the Medical Care Trust Fund to offset deficits and to place budget authority of
$1,318,142 from the General Revenue Fund, $392,509 from the Grants and Donations Trust Fund, and $5,134,502 from the Medical Care Trust
Fund into unbudgeted reserve.

Governor's Recommendation:

Recommend, based on the Social Services Estimating Conference held in July 2019, the realighment of $46,081 in the General Revenue Fund,
$7,911 in the Grants and Donations Trust Fund, and $1,070,508 in the Medical Care Trust Fund to offset projected deficits and to place budget
authority of $1,318,142 from the General Revenue Fund, $392,509 from the Grants and Donations Trust Fund, and $5,134,502 from the Medical
Care Trust Fund into unbudgeted reserve.

Senate Committee: Appropriations Subcommittee on Health and House Commiittee: Health Care Appropriations Subcommittee
Human Services House Analyst: Ross Nobles
Senate Analyst: Brooke McKnight
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Line
Item
No.

Budget Entity /
Fund /
Appropriation
Category Title
LASPBS Account
Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY GOVERNOR

APPROVED BY THE LEGISLATIVE
BUDGET COMMISSION

Appropriation

Reserve

Release

Appropriation

Reserve

Release

Appropriation | Reserve | Release

AGENCY FOR HEALTH

CARE

ADMINISTRATION

178

179

Program:
Health Care
Services
Children's

Special Health
Care

Special
Categories
Grants And Aids
- Florida
Healthy Kids
Corporation
From General
Revenue Fund
From Medical
Care Trust Fund
From Medical
Care Trust Fund

Special
Categories

(393,867)

749,124

2,770,087

(749,124)
(393,867)

(2,770,087)

(393,867)

749,124

2,770,087

(749,124)
(393,867)

(2,770,087)
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Line
Item
No.

Budget Entity /
Fund /
Appropriation
Category Title
LASPBS Account
Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY GOVERNOR

APPROVED BY THE LEGISLATIVE
BUDGET COMMISSION

Appropriation

Reserve

Release

Appropriation

Reserve

Release

Appropriation | Reserve | Release

180

181

Contracted
Services

From General
Revenue Fund
From Grants
And Donations
Trust Fund
From Medical
Care Trust Fund

Special
Categories
Grants And Aids
- Contracted
Services -
Florida Healthy
Kids
Administration
From General
Revenue Fund
From Medical
Care Trust Fund

Special
Categories
Grants And Aids
- Florida
Healthy Kids
Corporation

12,570

7,911

86,405

7,173

56,025

6,285

7,911

86,405

(7,173)

(56,025)

12,570

7,911

86,405

7,173

56,025

6,285

7,911

86,405

(7,173)

(56,025)
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Line | Budget Entity / REQUESTED BY AGENCY RECOMMENDED BY GOVERNOR APPROVED BY THE LEGISLATIVE
Item Fund / BUDGET COMMISSION
No. Appropriation

Category Title CF

LASPBS Account Appropriation Reserve Release Appropriation Reserve Release Appropriation | Reserve | Release
Number

Dental Services
From General

Revenue Fund 33,511 16,755 33,511 16,755
From Medical
Care Trust Fund 307,462 307,462 307,462 307,462

182 | Special
Categories
Medikids
From General
Revenue Fund 226,032 (226,032) 226,032 (226,032)
From General
Revenue Fund (46,081) (23,040) (46,081) (23,040)
From Grants
And Donations
Trust Fund (7,911) (7,911) (7,911) (7,911)
From Grants
And Donations
Trust Fund 392,012 (392,012) 392,012 (392,012)
From Medical
Care Trust Fund (676,641) (676,641) (676,641) (676,641)
From Medical
Care Trust Fund 938,109 (938,109) 938,109 (938,109)

183 | Special
Categories
Children's
Medical
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Line
Item
No.

Budget Entity /
Fund /
Appropriation
Category Title
LASPBS Account
Number

CF

REQUESTED BY AGENCY

RECOMMENDED BY GOVERNOR

APPROVED BY THE LEGISLATIVE
BUDGET COMMISSION

Appropriation

Reserve

Release

Appropriation

Reserve

Release

Appropriation | Reserve | Release

Services
Network

From General
Revenue Fund
From Grants
And Donations
Trust Fund
From Medical
Care Trust Fund
From Medical
Care Trust Fund

676,641

335,813

497

1,370,281

(335,813)

(497)
(1,370,281)

676,641

676,641

335,813

497

1,370,281

(335,813)

(497)
(1,370,281)

676,641
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Long-Range Financial Outlook

The Outlook: Production and Development

What is the Outlook?

In 2006, Florida voters adopted a constitutional amendment that requires the development of a
Long-Range Financial Outlook, setting out recommended fiscal strategies for the state and its
departments in order to assist the Legislature in making budget decisions. The Legislative
Budget Commission is required to issue the Outlook by September 15th of each year. The 2019
Outlook is the 13th document developed in accordance with the provisions of article 11, section
19(c)(1) of the Florida Constitution.

Ultimately, the Outlook is a tool that provides an opportunity to both avoid future budget
problems and maintain financial stability between state fiscal years. The Outlook accomplishes
this by providing a longer-range picture of the state’s fiscal position that integrates projections of
the major programs driving Florida’s annual budget requirements with the revenue estimates. In
this regard, the budget projections primarily reflect current-law spending requirements. The
Outlook does not purport to predict the overall funding levels of future state budgets or the final
amount of funds to be allocated to the respective budget areas. This is because very few
assumptions are made regarding future legislative policy decisions on discretionary spending,
making this document simply a reasonable baseline.

Estimated revenues and tax provisions are generally treated in the same way; however, a section
was added for the first time in 2015 that shows the effects of continuing to make revenue
adjustments similar in scope to those that have been made over the recent past.

The Outlook also includes economic, demographic, and debt analyses to provide a framework
for the financial projections and covers the upcoming three state fiscal years: in this version,
2020-21, 2021-22, and 2022-23. It does this by using anticipated revenues and expenditures in
the current year (2019-20) as the baseline. Within each table, all funds remaining after the budget
drivers and other key issues are fully funded for each year are carried forward into the following
fiscal year. In contrast, negative ending balances are assumed to be resolved within the fiscal
year in which they occur, as constitutionally required.

Who produced it?

The Outlook was developed jointly by the Senate Committee on Appropriations, the House
Appropriations Committee, and the Legislative Office of Economic and Demographic Research.
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How was the Outlook developed?

All major programs that have historically driven significant increases in the state’s budget
like Medicaid and the Florida Education Finance Program, as well as constitutional
requirements such as the Land Acquisition Trust Fund, were reviewed and individually
analyzed.

Forecasts of future workload increases were developed for each of the major cost drivers
using a variety of methods including projections from consensus estimating conferences
and historical funding averages. An additional round of summer estimating conferences

was established specifically to facilitate the availability of up-to-date information.

Costs were applied to the projected workload requirements based on recent legislative
budget decisions.

Exceptional funding needs—the fiscal impact of special issues outside of normal
workload and caseload requirements—were identified and addressed when necessary for
state operations.

Official forecasts of available revenues were used with one exception. Separate tables
and narrative discussion identify the impact of historical revenue adjustments affecting
the General Revenue Fund (tax and fee changes, and trust fund transfers), assuming they
are undertaken in the future at the same pace as the recent past.

The various cost requirements were then aggregated by major fund type and compared to
the final revenue estimates for those funds.

How is the Outlook structured?

e The Outlook contains budget drivers that are grouped by policy areas that roughly
correspond to the appropriations bill format required by the Florida Constitution. Also
included are separate sections for Potential Constitutional Issues, Significant Risks to the
Forecast, Revenue Projections, Florida’s Economic Outlook, Florida’s Demographic
Projections, Debt Analysis, Key Revenue Adjustments to the General Revenue Fund, and
comparisons of costs versus revenues.

e The descriptions for the various budget drivers contain projections for the applicable
major state-supported programs, an identification of the assumptions behind the
projections, and a description of any significant policy issues associated with the
projections.

e Emphasis is placed on recurring budget programs, those programs that the state is
expected or required to continue from year to year.

e Estimates for several ongoing programs historically funded with nonrecurring funds are
also included in the Outlook. Even though funded with nonrecurring funds, these
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programs are viewed as annual “must funds” by most legislators and are therefore
identified as major cost drivers. Similarly, several of the identified revenue adjustments
assume that past levels of nonrecurring revenue adjustments (one-time tax holidays and
trust fund transfers) continue each year.

Revenue projections specifically cover the General Revenue Fund, the Educational
Enhancement Trust Fund, the State School Trust Fund, and the Tobacco Settlement Trust
Fund. Other trust funds have been estimated and discussed in the areas where they are
relevant to the expenditure forecast.

All revenue projections separately identify recurring and nonrecurring amounts.

The tables used to project fund balances (General Revenue, Educational Enhancement,
State School, and Tobacco Settlement) include estimates for both anticipated revenue
collections and expenditures. They summarize the information contained in and discussed
throughout the document.

Budget drivers have been categorized as either “Critical Needs” (mandatory increases
based on estimating conferences and other essential needs) or “Other High Priority
Needs” (historically funded issues). Critical Needs can generally be thought of as the
absolute minimum the state must do absent significant law or structural changes; they
generally present the lowest cost of continuing core government functions within the
current policy framework. Other High Priority Needs in combination with the Critical
Needs form a highly conservative continuation budget. The budget drivers do not include
any assumptions regarding funding for new programs, expansion of current programs, or
new funding levels for community-based initiatives.

Any future revenue adjustments that differ from the current forecasts adopted by the
Revenue Estimating Conference would require law changes or specific recognition in the
appropriations-related budget documents.

For the purposes of this Outlook, prior expenditures from depleted trust funds have been
redirected to the General Revenue Fund when the underlying activities are ongoing in
nature.

The Fiscal Strategies section discusses the impact of different policy responses to
identified problems and issues. The unique assumptions used for these potential scenarios
are not built into the remainder of the Outlook.

What have previous Outlooks shown?

Each of the Outlooks provided the first look at the likely scenario facing the Legislature in its
preparation of the budget for the following fiscal year. Because the initial projections are updated
and refined through subsequent estimating conferences, the final projections used by the
Legislature have differed from the initial results. Each succeeding Outlook is also affected by the
decisions made in the preceding Session(s).
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The Outlooks are primarily focused on the state’s General Revenue Fund, the source for 58.4
percent of the state’s planned expenditures from its own funds in Fiscal Year 2019-20. Because
trust funds are dedicated to specific purposes, General Revenue is also the most flexible source
to meet the state’s needs. Starting with the first constitutionally required Outlook adopted in
September 2007, the results at the time of adoption are shown below. All dollars are specific to
the General Revenue Fund.

Outlook Forthnggﬂod Year 1 Ygarz YgarB Level of

Beginning ($ Millions) ($ Millions) ($ Millions) Reserves
2007 Fiscal Year 2008-09 (2,334.5) (2,860.7) (3,066.0) 0.0
2008 Fiscal Year 2009-10 (3,306.3) (2,482.5) (1,816.8) 0.0
2009 Fiscal Year 2010-11 (2,654.4) (5,473.2) (5,228.6) 0.0
2010 Fiscal Year 2011-12 (2,510.7) (2,846.3) (1,930.3) 0.0
2011 Fiscal Year 2012-13 273.8 692.1 840.6 1,000.0
2012 Fiscal Year 2013-14 71.3 53.5 594.0 1,000.0
2013 Fiscal Year 2014-15 845.7 1,426.7 3,295.3 1,000.0
2014 Fiscal Year 2015-16 336.2 1,004.5 2,156.1 1,000.0
2015 Fiscal Year 2016-17 635.4 583.7 222.2 1,000.0
2016 Fiscal Year 2017-18 7.5 (1,300.9) (1,897.7) 1,000.0
2017 Fiscal Year 2018-19 52.0 (1,146.2) (1,639.6) 1,000.0
2018 Fiscal Year 2019-20 223.4 (47.8) (456.7) 1,000.0
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Summary and Findings

A

Key Aspects of the Revenue Estimates

e Final collections for Fiscal Year 2018-19 came in $507.2 million above the estimate
for the year, a gain of 1.5 percent. Of this amount, approximately $385.1 million, or
nearly 76 percent, was associated with Corporate Income Tax collections and is expected
to be returned as refunds to taxpayers. Excluding Corporate Income Tax, collections were
$122.1 million or 0.4 percent above the estimate for the year, and well within the plus or
minus one percent range the Revenue Estimating Conference usually attributes to
statistical noise.

e The Conference met on August 14, 2019, to revise the General Revenue forecast. The
new forecast reduces the previous estimate by $451.6 million for Fiscal Year 2019-20
and by $416.1 million in Fiscal Year 2020-21. The greatest losses were attributable to
two major issues. First, Indian Gaming Revenue has been effectively removed from the
State’s official Outlooks since the Tribe ceased revenue sharing with the State after
making its April 2019 payment. The losses range from $346.7 million in Fiscal Year
2019-20 to $353.0 million in Fiscal Year 2022-23. Second, the estimated combined
effects of legislation passed during the 2018 and 2019 Sessions relating to the Corporate
Income Tax offset the expected increased collections as a result of federal law changes by
slightly more than $1.1 billion in Fiscal Year 2019-20 and by $704.5 million in Fiscal
Year 2020-21.

e The revised Fiscal Year 2019-20 estimate falls below the prior year’s collections by
slightly more than $470 million (or -1.4 percent). The revised forecast for Fiscal Year
2020-21 has projected growth of slightly more than $1.4 billion (or 4.3 percent) over the
revised Fiscal Year 2019-20 estimate. The expected growth rate for Fiscal Year 2021-22
was increased from 3.6 percent to 3.9 percent; for Fiscal Year 2022-23, it was increased
from 3.1 percent to 3.8 percent.

e The most recent official Financial Outlook Statement for the General Revenue Fund
was adopted August 14, 2019, by the Revenue Estimating Conference. This document
embeds changes that have altered the bottom line from what the Legislature knew at the
time it adopted the General Appropriations Act for Fiscal Year 2019-20 (see Post-Session
Outlook Statement dated July 12, 2019, for reference).

o The Funds Available for Fiscal Year 2018-19 have been increased to account for
revenue collections that came in above the official estimate.

0 The Funds Available for Fiscal Years 2019-20 through 2022-23 have been
adjusted to account for the results of Revenue Estimating Conferences that were
held during the Summer Conference Season, as well as budget amendments
approved through the date of the Financial Outlook Statement.

7|Page



Post-Session August Difference  Incremental
Fiscal Year Forecast Forecast (Aug - PS) Growth Growth
2005-06 27,074.8 8.4%
2006-07 26,404.1 -2.5%
2007-08 24,112.1 -8.7%
2008-09 21,025.6 -12.8%
2009-10 21,523.1 2.4%
2010-11 22,551.6 4.8%
2011-12 23,618.8 4.7%
2012-13 25,314.6 7.2%
2013-14 26,198.0 3.5%
2014-15 27,681.1 5.7%
2015-16 28,325.4 2.3%
2016-17 29,594.5 4.5%
2017-18 31,218.2 5.5%
2018-19 33,413.8 7.0%
2019-20 33,394.9 32,943.3 (451.6) (470.5) -1.4%
2020-21 34,779.4 34,363.3 (416.2) 1,420.0 4.3%
2021-22 35,989.7 35,712.3 (277.4) 1,349.0 3.9%
2022-23 37,120.8 37,074.5 (46.3) 1,362.2 3.8%
2023-24 38,257.0 38,237.1 (19.9) 1,162.6 3.1%
2024-25 n/a 39,467.0 n/a 1,229.9 3.2%

e The official Financial Outlook Statement adopted for the Educational Enhancement
Trust Fund on August 13, 2019, has been adjusted downward by $6.9 million in Fiscal
Year 2019-20 to account for the projected current-year shortfall in the Bright Futures
program. The still large balance forward of unspent funds from Fiscal Year 2019-20 into
Fiscal Year 2020-21 of $137.8 million has supplemented the trust fund revenues
available for expenditure in Fiscal Year 2020-21. This is particularly important as $118.2
million of nonrecurring funds were spent on recurring purposes (i.e., the Florida
Education Finance Program) in the current year. Moving forward, the trust fund’s
revenue sources will have modest long-term growth.

e The State School Trust Fund is projected to have a positive balance of $111 million at
the end of Fiscal Year 2019-20. This large balance forward causes the trust fund to have
considerably more funds available for expenditure in Fiscal Year 2020-21 than either
Fiscal Year 2021-22 or Fiscal Year 2022-23, since the transfers of unclaimed property to
the trust fund will have only modest long-term growth.

e The Revenue Estimating Conference has projected that the Tobacco Settlement Trust
Fund will have a surplus of $59 million at the end Fiscal Year 2019-20. The funds
available in the trust fund trust fund will have modest long-term growth beginning in
Fiscal Year 2020-21. However, please see the Significant Risks section regarding
litigation affecting the future revenues for this trust fund.
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Key Aspects of State Reserves

e Unallocated General Revenue, the Budget Stabilization Fund (BSF), and the Lawton
Chiles Endowment Fund (LCEF) are generally considered to compose the state’s
reserves. The following table shows the estimated total state reserves at the time each
year’s Outlook was adopted.

Unallocated Budget |Lawton Chiles GR Summer

Outlook Baseline General Stabilization | Endowment Total Revenue % of GR
Year Fiscal Year Revenue Fund Fund* Reserves Estimate* Estimate
2011 2011-12 1,357.5 493.6 696.2 2,547.3 23,795.1 10.7%
2012 2012-13 1,577.7 708.1 426.1 2,711.9 24,631.6 11.0%
2013 2013-14 1,893.5 924.8 536.3 3,354.6 26,184.2 12.8%
2014 2014-15 1,589.0 1,139.2 629.3 3,357.5 27,189.4 12.3%
2015 2015-16 1,709.1 1,353.7 590.2 3,653.0 28,414.1 12.9%
2016 2016-17 1,414.2 1,384.4 637.5 3,436.1 29,732.8 11.6%
2017 2017-18 1,458.5 1,416.5 713.4 3,588.4 31,152.8 11.5%
2018 2018-19 1,226.1 1,483.0 763.1 34722 32,270.5 10.8%
2019 2019-20 1,452.9 1,574.2 773.6 3,800.7 32,970.0 11.5%

*The Lawton Chiles Endowment Fund for Fiscal Year 2019-20 is the estimated market value as of August 27, 2019. The Summer
Revenue Estimate for Fiscal Year 2019-20 includes the official estimated revenues for General Revenue and the annual payment from
the BP Settlement Agreement.

e The Long-Range Financial Outlook addresses the required payments to the BSF and
LCEF, as well as the discretionary General Revenue portion of total state reserves. As has
been done in each of the past eight plans, this year's Outlook sets aside a $1.0 billion
General Revenue reserve in each year.

e The Legislature’s planned levels of unallocated General Revenue, as shown in the
following graph, have averaged approximately $918.4 million since Fiscal Year 1998-99,
the first year the Florida Constitution required the full 5 percent distribution from General
Revenue to the BSF.
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e Prior to Florida’s housing boom in Fiscal Years 2002-03 through 2005-06, the state’s
practice had been to maintain fairly low levels of planned General Revenue reserves. As
the housing boom led to increased state revenue collections, the unallocated General
Revenue reserve increased rapidly each year, peaking in Fiscal Year 2006-07 at $1.9
billion (7.1 percent of the Post-Session General Revenue estimate).

e After its creation in Fiscal Year 1994-95, the BSF grew steadily, topping $1.35 billion
in Fiscal Year 2008-09. Following the collapse of the housing boom and Florida’s slide
into the Great Recession (Fiscal Years 2008-09 and 2009-10), the Legislature
significantly reduced the General Revenue reserve and also transferred nearly $1.1 billion
from the BSF into the General Revenue Fund to balance the state’s budget. Since that
time, the Legislature has deliberately increased the level of the planned General Revenue
reserve, consistently staying above the long-run average. For Fiscal Year 2019-20, the
Legislature left more than $1.0 billion unallocated (3.2 percent of the Post-Session
General Revenue estimate). In addition, the BSF has been fully repaid and has now
surpassed its prior peak.
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e For Fiscal Year 2019-20, the BSF will have a balance of $1,574.2 billion. To develop
a complete estimate of the state’s current reserves, the Lawton Chiles Endowment Fund
balance of $773.6 million (as of August 2019) must be added to this amount.
Furthermore, the Legislature’s planned General Revenue reserve of $1,054.7 million
must be updated to include the $398.2 million addition to unallocated General Revenue
that has evolved since the official Post-Session Financial Outlook Statement was adopted.
This raises the level of the General Revenue reserve to $1,452.9 million. In total, the
current reserves for Fiscal Year 2019-20 are $3.8 billion, or approximately 11.5 percent
of the Fiscal Year 2019-20 General Revenue estimate.
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e Moving forward, the changes to the General Revenue estimate described earlier also
affect the constitutionally required transfers to the Budget Stabilization Fund (BSF).
Based on the August 2019 forecast, transfers of $97.8 million in Fiscal Year 2020-21,
zero in Fiscal Year 2021-22, and $71.0 million in Fiscal Year 2022-23 will be required.

e In addition, section 409.915(8), Florida Statutes, requires the full repayment of
$304.7 million that was previously borrowed from the Lawton Chiles Endowment Fund.
This Outlook includes the repayment from General Revenue in Fiscal Year 2021-22,
which will increase the state’s reserves.

e Within the Long-Range Financial Outlook, reserves have also been created for each
of the three major trust funds (i.e., Educational Enhancement, State School, and Tobacco
Settlement). The amounts have been calculated by applying a percentage to each fund’s
revenue estimate that is roughly equal to the $1.0 billion retained for the General
Revenue Fund as a percentage of its revenue estimate for Fiscal Year 2020-21.

Key Aspects of the Expenditure Demands

e For the programs in the education and human services policy areas, the Outlook
maximizes the use of all available state trust funds prior to using General Revenue. To
accomplish this, adjustments are made to the General Revenue Fund, the Educational
Enhancement Trust Fund, the State School Trust Fund, and the Tobacco Settlement Trust
Fund based on projected balances forward and revenue changes in the trust funds over the
three-year forecast period. This shifting of funds alters the need for General Revenue
from year to year, but does not affect the overall level of dollars estimated to be required
for core education and human services programs. Across both education policy areas, the
effect of these fund shifts can be seen in two discrete drivers (#1 and #5) that together
total $309.3 million in Fiscal Year 2020-21, $51.0 million in Fiscal Year 2021-22, and
$51.5 million in Fiscal Year 2022-23.

e When historical funding averages are used for drivers, the Outlook relies on three-
year pre-veto appropriations averages, unless otherwise noted. If the three-year average is
negative, no change in funding is made. Exceptions have been made for Fiscal Year
2017-18 to accommodate the appropriations made in Special Session A and in Fiscal
Year 2018-19 to recognize the significant appropriations contained in substantive bills for
key policy areas. In these cases, the results for all relevant appropriations have been
combined to achieve the data needed for the calculations.

e Inthe Tier 1 Table on page 21, only Critical Needs are shown. Critical Needs can
generally be thought of as the absolute minimum the state must do absent significant law
or structural changes, but they sometimes present the lowest cost, within current policy
parameters, of continuing essential government functions. The 15 Critical Needs drivers
for this year’s Outlook primarily reflect the first purpose: mandatory increases and
adjustments originating from estimating conferences and constitutional or statutory
requirements. However, a separate driver is included in Critical Needs that more directly
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addresses the second purpose of identifying the lowest state cost of providing essential
government services. Because the Legislature has had an evolving policy regarding the
appropriate split between state and local funds for the public school system, Driver #2
includes the impact of using the Legislature’s Fiscal Years 2018-19 and 2019-20 policy
of increasing the Required Local Effort (RLE) by the value of new construction only and
maintaining the current year nonvoted discretionary millage. This allows RLE to increase
with property tax revenue in a controlled manner. Permitting the increases in RLE and
discretionary millage funding in Driver #2 decreases the need for state funding (as shown
in the Critical Needs drivers) by $246.2 million in Fiscal Year 2020-21, $248.0 million in
Fiscal Year 2021-22, and $254.1 million in Fiscal Year 2022-23.

e Because of the RLE assumption and the use of trust fund balances described above,
the projected General Revenue cost of the Critical Needs drivers in Fiscal Year 2020-21
is significantly less than the cost for the Other High Priority Needs drivers in the first
year of the Outlook. Had these funding strategies not been available, the General
Revenue cost would have been $555.5 million ($309.3 million plus $246.2 million)
higher in the first year of the Outlook, bringing the total for Critical Needs to $1,252.1
million. Reversing these adjustments makes it clear that the underlying Critical Needs
(regardless of fund source) are the largest expenditure component in the plan.

e The remainder of the discussion will focus on Tier 2, which combines the two sets of
issues.

DOLLAR VALUE OF CRITICAL AND OTHER HIGH PRIORITY NEEDS

Fiscal Year | Fiscal Year | Fiscal Year
GENERAL REVENUE FUND 2020-21 2021-22 2022-23
Total Tier 1 - Critical Needs 696.6 1,353.9 1,008.7
Total - Other High Priority Needs 1,055.3 1,060.8 1,002.1
Total Tier 2 - Critical and Other High Priority Needs 1,751.9 2,414.7 2,010.7

e Inthe Tier 2 Table on page 22, Other High Priority Needs are added to the Critical
Needs. The 29 Other High Priority Needs reflect issues that have been funded in most, if
not all, of the recent budget years. Both types of drivers are combined to represent a more
complete, yet still conservative, approach to estimating future expenditures. Essentially,
the total projected cost for the Critical Needs and Other High Priority Needs shows the
impact of continuing the programs and priorities funded in recent years into the three
years included in the Outlook.

o The various policy areas differ in their resource demands by year. Four large policy
areas (Pre K-12 Education, Higher Education, Human Services, and Administered Funds
— Statewide Issues) have greater General Revenue needs in the second year, requiring a
significantly larger General Revenue infusion than in the first year of the Outlook. In the
Pre K-12 Education and Higher Education policy areas, this is driven in large part by the
depletion of the trust fund balances that have built up from prior years. The change in
Administered Funds — Statewide Issues is driven by the increase in costs for employer-
paid benefits for state employees, as well as expenditure growth that outpaces the revenue
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streams currently available. While this is also a factor in Human Services, the second-
year increase is more affected by the overall estimating conference results and changing
federal matching rates reflected in the Critical Needs for the Medicaid program. All other
areas either have more balanced (Education Fixed Capital Outlay, Criminal Justice,
Judicial Branch, and Natural Resources) or declining needs (Transportation & Economic
Development and General Government) across the three years of the Outlook.

GENERAL REVENUE FUND
DOLLAR VALUE OF CRITICAL AND
OTHER HIGH PRIORITY NEEDS BY POLICY AREA

Fiscal Year | Fiscal Year | Fiscal Year
POLICY AREAS 2020-21 2021-22 2022-23

Pre K-12 Education 138.5 398.0 371.7
Higher Education 148.4 170.0 172.6
Education Fixed Capital Outlay 21.0 33.0 0.0
Human Senvices 332.7 687.6 460.1
Criminal Justice 98.8 97.6 97.6
Judicial Branch 2.6 2.6 2.6
Transportation & Economic Development 432.6 402.3 287.7
Natural Resources 277.2 277.7 273.2
General Government 97.0 97.1 76.2
Administered Funds - Statewide Issues 203.1 248.8 269.0
Total New Issues 1,751.9 2,414.7 2,010.7

e Another method of analyzing the projected expenditures for Critical and Other High
Priority Needs is to look at the percentage of the total represented by each policy area. In
Fiscal Year 2020-21, four policy areas (Transportation & Economic Development,
Human Services, Natural Resources, and Administered Funds — Statewide Issues)
comprise over 70 percent of the total need for General Revenue. By the second year of
the Outlook, Human Services increases significantly to represent the largest share of the
total need at 28.5 percent, while the other three areas each decline in relative shares.
Furthermore, the Pre K-12 Education policy area joins the list of policy areas with
double-digit shares of the total.

[SEE GRAPH ON FOLLOWING PAGE]
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GENERAL REVENUE FUND
POLICY AREAPERCENTAGE OF TOTAL
CRITICAL AND OTHER HIGH PRIORITY NEEDS

Fiscal Year | Fiscal Year | Fiscal Year
POLICY AREAS 2020-21 2021-22 2022-23
Pre K-12 Education 7.9% 16.5% 18.5%
Higher Education 8.5% 7.0% 8.6%
Education Fixed Capital Outlay 1.2% 1.4% 0.0%
Human Senvices 19.0% 28.5% 22.9%
Criminal Justice 5.6% 4.0% 4.9%
Judicial Branch 0.1% 0.1% 0.1%
Transportation & Economic Development 24.7% 16.7% 14.3%
Natural Resources 15.8% 11.5% 13.6%
General Government 5.5% 4.0% 3.8%
Administered Funds - Statewide Issues 11.6% 10.3% 13.4%
Total New Issues 100.0% 100.0% 100.0%

e The total need for new infusions of General Revenue over the three years is $6.18
billion. Together, Human Services and Transportation & Economic Development issues
represent more than 42 percent of the total.

New General Revenue Infusion Over Three-Year Period
$6.18 Billion

Human Services I 1,480.4
Transportation & Economic Development I 1,1226
Pre K-12 Education s 908.3
Natural Resources I 828 1
Administered Funds - Statewide Issues I 721.0
Higher Education s 491.0
Criminal Justice n— 2940
General Government T 270.3
Education Fixed Capital Outlay M54 ¢
Judicial Branch 17.8
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e The total three-year driver need of $6.18 billion is slightly higher than the $6.09
billion identified last year, but the composition is different. Six of the ten policy areas
either stayed at approximately the same level or went down in need. The greatest increase
over last year occurs in the Pre K-12 Education policy area (+$325.6 million or 55.9
percent). The higher cost in this policy area is primarily related to the greater increase in
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the statewide average funds per FTE student within the Florida Education Finance
Program that was provided in Fiscal Year 2019-20. As a result, the three-year average
increase is now 2.02 percent per year instead of last year’s 1.16 percent. This is the
largest cost component of Driver #2. The second greatest increase occurs in the
Transportation & Economic Development policy area (+$272.3 million or 32.0 percent)).
For this area, the most significant change is in the much higher cost for the state match
for the Federal Emergency Management Agency’s disaster funding (Driver #10). This
driver alone explains the entire difference; the other drivers in this policy area went down
in cost. Only two other policy areas came in higher than last year (Human Services and
Criminal Justice), but their increases were much lower (+$77.8 million or 5.5 percent and
+$60.0 million or 25.7 percent, respectively). Most of these changes compound over time
and further alter the expenditure forecast.

New General Revenue Infusion Over Three-Year Period
Comparison of 2018 and 2019 Outlooks
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6,090.8 6,177.4
6,000.0
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5,000.0
4,000.0
3,000.0
2.000:0 1.402.6 1:480-4
908.3 gs50.3 1.122.6
1,000.0 ED
1 |
0.0 - —
Total Budget Drivers Pre K-12 Education Transportation & Health and Human Criminal Justice
dollars in millions Economic Development Services

e However, simply looking at the new infusions of General Revenue needed each year
does not present a complete picture. Over the entire three-year period, 74.5 percent of the
General Revenue infused each year has to be recurring to match the ongoing nature of the
budget investment. Those expenditures cumulate and stack on top of each other in the
subsequent years. As the table shows below, of the $1.75 billion needed for drivers in
Fiscal Year 2020-21, $985.0 million will be needed in Fiscal Year 2021-22 (and again in
Fiscal Year 2022-23) to continue those programs.

Fiscal Year Fiscal Year Fiscal Year Share of

Recurring and Nonrecurring Driver Impact 2020-21 2021-22 2022-23 TOTAL Grand Total
New Recurring Drivers for Each Year 985.0 1,484.2 1,253.6 3,722.8
Continuation of Year 1 Recurring Drivers 985.0 985.0 1,970.0
Continuation of Year 2 Recurring Drivers 1,484.2 1,484.2
Cumulative Impact of Recurring Drivers 985.0 2,469.2 3,722.8 7,177.0 74.5%
Nonrecurring Drivers by Year 767.0 930.5 757.2 2,454.6 25.5%

Grand Total 1,751.9 3,399.7 4,480.0 9,631.6
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e This makes the actual dollar impact of the drivers identified in the Outlook larger than
the displayed drivers alone suggest. In effect, the $6.18 billion in new infusions over the
Outlook period cause $9.63 billion in additional costs over the period. Both effects are
accounted for in the Outlook. While the first year’s infusion of recurring dollars is
displayed in the recurring column for each driver, the associated funds for the following
years are combined and shown as the Recurring Impact of Prior Years’ New Issues on the
tables displayed on pages 21, 22, and 23.

Key Aspects of Revenue Adjustments to the General Revenue Fund

e Inthe Tier 3 Table on page 23, General Revenue Adjustments are added to the
Critical and Other High Priority Needs drivers to reflect legislative actions that alter the
revenue-side of the state’s fiscal picture. These adjustments include:

Tax and Significant Fee Changes...These changes fall into two categories with
different effects. The continuing tax and fee changes reflect adjustments to the
funds otherwise available and build over time since the impact of each year’s
change is added to the recurring impacts from prior years. Conversely, the time-
limited tax and fee changes are confined to each year and are held constant
throughout the Outlook.

Trust Fund Transfers (GAA)...The nonrecurring transfers are positive adjustments
to the funds otherwise available and are held constant each year.

e A three-year average is used to develop the fiscal impact for the tax and fee
adjustments; however, trust fund transfers were developed using a five-year average with
an adjustment to account for a reverse transfer initiated in the current year. Unlike the
budget drivers, which are linked to identifiable issue areas, the revenue adjustments make
no assumptions regarding the nature of the change (e.g., the specific amount by tax, fee,
or trust fund source).

2020-21 2021-22 2022-23
Rec NR Total Rec NR Total Rec NR Total
Continuing Taxand Fee Changes (105.8) 513 (345  (105.8) 513 (545 (1058 513 (54.5)
Recurring Impact of Prior Years' Taxand Fee Changes 0.0 0.0 0.0 (105.8) 0.0 (1058)[  (2116) 0.0 (2116)
Time-Limited Taxand Fee Changes 0.0 (438) (43.8) 0.0 (438) (438) 0.0 (438) (438)
Trust Fund Transfers (GAA) 0.0 2134 2134 0.0 2134 2134 0.0 2134 2134
Total (105.8)] 2209 1151 | (2116)] 2209 93] (3174)] 2209 (96.5)

e The continuing tax and fee adjustments do not include any impact associated with the
levels of Required Local Effort (RLE) adopted by the Legislature as part of the annual
appropriations for the Florida Education Finance Program (FEFP). While this annual
decision affects the levy of property taxes, it has only budgetary implications for the
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General Revenue Fund. These implications are addressed in the Critical Needs for Pre K-
12 Education.

Putting the Revenues and Expenditure Demands Together — Key Findings
e Fiscal Year 2020-21
o Total General Revenue available for appropriation is $35,938.6 million.

0 The base budget, transfer to the Budget Stabilization Fund, and Critical Needs
funded with General Revenue are estimated to cost $33,709.1 million.
Including a holdback for a reserve balance of $1.0 billion increases the total
expenditure need to $34,709.1 million. This figure grows to a total of
$35,764.4 million when Other High Priority Needs are included.

o Combined, recurring and nonrecurring General Revenue Critical Needs—plus
a minimum reserve of $1.0 billion—are significantly less than the available
General Revenue, leaving a surplus of $1.2 billion. When Other High Priority
Needs are added, however, the available General Revenue is only $174.2
million more than the projected total need in Tier 2.

0 After accounting for the revenue adjustments included in Tier 3 of the
Outlook, there is enough General Revenue to cover the recurring Critical and
Other High Priority Needs. However, nonrecurring budget needs are projected
to be in excess of available nonrecurring revenue. Overall there is a small
projected surplus of $289.3 million—this projected surplus equates to just 0.8
percent of the General Revenue estimate for Fiscal Year 2020-21.

[SEE TABLE ON FOLLOWING PAGE]
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OUTLOOK PROJECTION — FISCAL YEAR 2020-21 (in mitiions)

NON
RECURRING | RECURRING | TOTAL
AVAILABLE GENERAL REVENUE $35,093.3 $845.3| $35,938.6
Base Budget $32,914.7 $0.0| $32,914.7
Transfer to Lawton Chiles Endowment Fund $0.0 $0.0 $0.0
Transfer to Budget Stabilization Fund $0.0 $97.8 $97.8
Critical Needs $566.0 $130.6 $696.6
Other High Priority Needs $419.0 $636.4| $1,055.3
Reserve $0.0/ $1,000.0{ $1,000.0
TOTAL EXPENDITURES $33,899.7 $1,864.8| $35,764.4
TIER 2 ENDING BALANCE $1,193.6| ($1,019.5) $174.2
Revenue Adjustments ($105.8) $220.9 $115.1
TIER 3 ENDING BALANCE $1,087.8 ($798.5) $289.3

e Fiscal Years 2021-22 and 2022-23

o0 Fiscal Years 2021-22 and 2022-23 both show projected budget needs in
excess of available revenue for Tier 2, the combined Critical and Other High
Priority Needs. The shortfall is somewhat muted in Fiscal Year 2021-22 when
factoring in the potential revenue adjustments. By Fiscal Year 2022-23, the
compounding effect over time of the recurring Tax and Fee changes worsens

the Tier 3 result relative to Tier 2.

0 This means that the available General Revenue is insufficient to meet budget
demands related to Tier 2 and Tier 3 in the second and third years of the
planning horizon unless prior corrective actions are taken.

Analyzing the Results

Legislative actions during the 2011 and 2012 Sessions to close the projected budget gaps
through recurring means positively impacted the state’s bottom line in subsequent years.
In this regard, total estimated expenditures for future years were limited by the amount of
recurring expenditure reductions taken in Fiscal Year 2011-12 and Fiscal Year 2012-13.
This greatly improved the Long-Range Financial Outlook’s bottom line through Fiscal
Year 2013-14. Conversely, actions by the Legislature in the 2014, 2015, and 2016
Sessions to undertake increased recurring expenditures and negative revenue adjustments
reduced the projected surplus between available General Revenue dollars and anticipated
expenditures relative to the prior year’s Outlook for each year. The color-coded shading
on the table below for the 2014 through 2019 Outlooks traces the diminishing balances
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through the subsequent years (i.e., Year 3 on the 2014 Outlook becomes Year 2 on the
2015 Outlook and Year 1 on the 2016 Outlook).

Outlook For th_e P_eriod Ye_a_r 1 Yga_r 2 Yga_r 3 Level of

Beginning ($ Millions) | ($ Millions) | ($ Millions) Reserves
2007 Fiscal Year 2008-09 (2,334.5) (2,860.7) (3,066.0) 0.0
2008 Fiscal Year 2009-10 (3,306.3) (2,482.5) (1,816.8) 0.0
2009 Fiscal Year 2010-11 (2,654.4) (5,473.2) (5,228.6) 0.0
2010 Fiscal Year 2011-12 (2,510.7) (2,846.3) (1,930.3) 0.0
2011 Fiscal Year 2012-13 273.8 692.1 840.6 1,000.0
2012 Fiscal Year 2013-14 71.3 53.5 594.0 1,000.0
2013 Fiscal Year 2014-15 845.7 1,426.7 3,295.3 1,000.0
2014 Fiscal Year 2015-16 336.2 1,004.5 2,156.1 1,000.0
2015 Fiscal Year 2016-17 635.4 583.7 222.2 1,000.0
2016 Fiscal Year 2017-18 75 (1,300.9) (1,897.7) 1,000.0
2017 Fiscal Year 2018-19 52.0 (1,146.2) (1,639.6) 1,000.0
2018 Fiscal Year 2019-20 2234 (47.8) (456.7) 1,000.0
2019 Fiscal Year 2020-21 289.3 (486.0) (366.7) 1,000.0

Performing this analysis for the 2017 Outlook yields interesting results. The inclusion of
the Indian Gaming reserve release and forecast change to recognize the revenue share
payments associated with banked card games significantly improved the bottom line
anticipated by the Legislature at the conclusion of the 2017 Regular Session and Special
Session A. The table below shows the difference created by incorporating the additional
Indian Gaming revenues during the 2017 Summer Conference Season. As shown, the
small positive ending balance in Year 1 (Fiscal Year 2018-19) was entirely due to these
changes.

. Year 1 Year 2 Year 3 Level of
Outlook Calculation % ($ ($ Reserves
Millions) Millions) Millions)
Without Indian Gamin
Change 9 498.7) | (1,365.7) | (1,809.5) 1,000.0
With Indian Gaming Change 52.0 (1,146.2) (1,639.6) 1,000.0
Difference Due to Change +550.7 +219.5 +165.1 n/a

*Note: Year 2 benefits in two ways: $167.5 million for Conference adjustment + unspent prior year ending balance
($52 million) that moves forward into the subsequent year.

For this year’s Outlook, the net result is better for Fiscal Year 2020-21 than anticipated
by the 2017 and 2018 Outlooks, but Fiscal Year 2021-22 has slightly worsened. The
improvement in the first year comes primarily from a lower cost for the entire set of new
drivers for Fiscal Year 2020-21, even though the incoming base budget is higher. The
largest single component of the combined appropriations change is the 2018 Legislature’s
decision to allow Required Local Effort to grow by the value of new construction,
followed by the stacking effect of allowing RLE to retain the prior year’s new
construction increment while adding an additional increment of new construction t in
2019. Relative to the flat RLE requirement of $7,603.9 million in place in Fiscal Year
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2017-18, the Fiscal Year 2019-20 level set by the Legislature is now $252.1 million
higher. The continuation of this policy, plus the use of one-time trust fund balances
discussed previously for the education policy areas, have suppressed the 2020-21 need
for General Revenue.

Effect on
Fiscal Year 2020-21 2018 Outlook 2019 Outlook Difference Bottom Line

Funds Available in Tier 3

Balance Forward from 2019-20 1,223.4 1,452.9 229.5 Positive

Available General Revenue Adjusted by Measures 34,565.4 34,485.7 (79.7)  Negative

Trust Fund Transfers 392.5 213.4 (179.1)  Negative

Continuing Tax and Fee Changes (46.3) (54.5) (8.2) Negative

Time-Limited Tax and Fee Changes (43.9) (43.8) 0.1 Positive

Total Funds Available 36,091.1 36,053.7 (37.4)  Negative
-0.1%

Projected Expenditures

Base Budget for 2020-21 32,786.3 32,914.7 128.39 Negative

Total New Budget Drivers for 2020-21 2,311.4 1,751.9 (559.45)  Positive

Total Projected Expenditures 35,097.7 34,666.6 (431.06)  Positive
-1.2%

Additional Adjustments for Reserves

BSF Transfer 41.2 97.8 56.60

Reserne 1,000.0 1,000.0 -

Bottom Line (47.8) 289.3 337.06

For revenue adjustments, the tax and fee changes are assumed to be slightly higher in this
year’s Outlook than in the 2018 Outlook. The assumed trust fund transfers, however, are
significantly lower. These negative adjustments are largely offset by the greater than
anticipated balance forward from Fiscal Year 2019-20, such that funds available are only
0.1 percent lower than anticipated.

While Tier 3 has improved in Fiscal Year 2020-21, the negative ending balances for
Fiscal Year 2021-22 and Fiscal Year 2022-23 indicate a looming problem remains.
However, the nature of the problem has changed. In last year’s Outlook, the recurring
General Revenue demands exceeded the amount of recurring General Revenue available
in the two outer years for Tier 3. This indicated that a structural imbalance was still
occurring. This year, there is no visible recurring issue, but the out-year deficits remain.
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Tier 1 Table — Critical Needs

LONG-RANGE FINANCIAL OUTLOOK

TIER 1 ISSUES - CRITICAL NEEDS

GENERAL REVENUE FUNDS AVAILABLE PROJECTION

($ MILLIONS)

Fiscal Year 2019-20

Fiscal Year 2020-21

Fiscal Year 2021-22

Fiscal Year 2022-23

©®~NO U WN

16

20

33

Non- Non- Non- Non-
Recurring recurring Total Recurring recurring Total Recurring recurring Total Recurring recurring Total
1 Funds Available:
Balance Forward 0.0 2,204.0 2,204.0 0.0 1,452.9 1,452.9 0.0 1,229.5 1,229.5 0.0 1,924.7 1,924.7
Unused Reserve from Prior Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1,000.0 1,000.0 0.0 1,000.0 1,000.0
General Revenue Outlook Statement Components

Rewvenue Estimate 34,005.4 (1,062.1) 32,943.3 35,067.8 (704.5) 34,363.3 36,183.7 (471.4) 35,712.3 37,189.6 (115.1) 37,074.5

BP Settlement Agreement 26.7 0.0 26.7 26.7 0.0 26.7 26.7 0.0 26.7 26.7 0.0 26.7

Prior Year Indian Gaming State Liability for Local Distributior] 0.0 (7.2) (7.2) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

FEMA Reimbursement 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Nonoperating Funds and Authorized Trust Fund Transfers 3.3) 439.3 436.0 1.2) 96.9 95.7 (1.4) 96.9 95.5 @.7) 96.9 95.2
10 Revenue Adjustments to the General Revenue Fund
11 Continuing Tax and Fee Changes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
12 Recurring Impact of Prior Years' Tax and Fee Changes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
13 Time-Limited Tax and Fee Changes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
14 Trust Fund Transfers (GAA) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
15 Total Funds Available 34,028.8 1574.0 35.602.8 35.093.3 845.3 35,938.6 36.209.0 1.855.0 38.064.0 37.214.6 2.906.5 401211
17 Estimated Expenditures:
18 Recurring Base Budget (Including Annualizations) 32,914.7 0.0 32,914.7 32,914.7 0.0 32,914.7 32,914.7 0.0 32,914.7
19  Recurring Impact of Prior Years' New Issues 0.0 0.0 0.0 566.0 0.0 566.0 1,631.6 0.0 1,631.6
21 New Issues by GAA Section:
22 Section 2 - Pre K-12 Education 12,868.2 (67.3) 12,800.9 294.4 (181.7) 112.8 372.3 0.0 372.3 345.9 0.0 345.9
23 Section 2 - Higher Education 4,642.2 22.3 4,664.5 (48.8) 0.0 (48.8) (27.1) 0.0 (27.1) (24.5) 0.0 (24.5)
24 Section 2 - Education Fixed Capital Outlay 0.0 40.4 40.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
25 Section 3 - Human Senices 10,129.4 66.5 10,195.9 190.1 0.0 190.1 545.0 0.0 545.0 317.8 0.0 317.8
26 Section 4 - Criminal Justice 4,013.9 735 4,087.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
27 Section 7 - Judicial Branch 458.0 17 459.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
28 Section 5 & 6 - Transportation & Economic Development 70.1 132.0 202.1 0.0 280.9 280.9 0.0 254.4 254.4 0.0 138.1 138.1
29 Section 5 - Natural Resources 151.9 380.6 532.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
30 Section 6 - General Government 239.3 70.3 309.6 0.1 314 315 0.1 33.3 334 0.1 35.1 35.2
31 Section 2 & 6 - Administered Funds - Statewide Issues 317.3 3319 649.1 130.2 0.0 130.2 175.3 0.6 175.9 183.3 12.8 196.1
32 Total New Issues 566.0 130.6 696.6 1,065.6 288.3 1,353.9 822.7 186.0 1,008.7
34  Approved Budget Amendments 0.0 30.9 30.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
35 Current Year Estimating Conference Operating Deficits 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
36 Transfer to Budget Stabilization Fund 0.0 91.2 91.2 0.0 97.8 97.8 0.0 0.0 0.0 0.0 71.0 71.0
37 Transfer to Lawton Chiles Endowment Fund 0.0 0.0 0.0 0.0 0.0 0.0 0.0 304.7 304.7 0.0 0.0 0.0
38 Reappropriations 0.0 85.7 85.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
39 Total Estimated Expenditures 32,890.4 1,259.5 34,149.9 33,480.7 228.4 33,709.1 34.546.3 593.0 35,139.3 35,368.9 257.0 35,625.9
40 Resernves 0.0 1,000.0 1,000.0 0.0 1,000.0 1,000.0 0.0 1,000.0 1,000.0
41 Ending Balance 1,138.4 314.5 1,452.9 1,612.6 (383.1) 1,229.5 1,662.7 262.0 1,924.7 1,845.7 1,649.5 3,495.2
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Tier 2 Table — Critical Needs and Other High Priority Needs

LONG-RANGE FINANCIAL OUTLOOK

($ MILLIONS)

GENERAL REVENUE FUNDS AVAILABLE PROJECTION

Fiscal Year 2019-20

Fiscal Year 2020-21

Fiscal Year 2021-22

Fiscal Year 2022-23

Non- Non- Non- Non-
Recurring recurring Total Recurring recurring Total Recurring recurring Total Recurring recurring Total

1 Funds Available:

2 Balance Forward 0.0 2,204.0 2,204.0 0.0 1,452.9 1,452.9 0.0 174.2 174.2 0.0 0.0 0.0

3 Unused Reserve from Prior Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1,000.0 1,000.0 0.0 1,000.0 1,000.0

4 General Revenue Outlook Statement Components

5  Revenue Estimate 34,005.4 (1,062.1) 32,943.3 35,067.8 (704.5) 34,363.3 36,183.7 (471.4) 35,712.3 37,189.6 (115.1) 37,074.5

6 BP Settlement Agreement 26.7 0.0 26.7 26.7 0.0 26.7 26.7 0.0 26.7 26.7 0.0 26.7

7 Prior Year Indian Gaming State Liability for Local Distributio 0.0 (7.2) (7.2) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

8 FEMA Reimbursement 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

9 Nonoperating Funds and Authorized Trust Fund Transfers 3.3 439.3 436.0 1.2 96.9 95.7 (1.4 96.9 95.5 1.7 96.9 95.2
10 Revenue Adjustments to the General Revenue Fund
11 Continuing Tax and Fee Changes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
12 Recurring Impact of Prior Years' Tax and Fee Changes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
13 Time-Limited Tax and Fee Changes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
14 Trust Fund Transfers (GAA) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
15 Total Funds Available 34,028.8 1,574.0 35.602.8 35.093.3 845.3 35.938.6 36.209.0 799.7 37.008.7 37.214.6 981.8 38,196.4
16
17 Estimated Expenditures:
18 Recurring Base Budget (Including Annualizations) 32,914.7 0.0 32,914.7 32,914.7 0.0 32,914.7 32,914.7 0.0 32,914.7
19 Recurring Impact of Prior Years' New Issues 0.0 0.0 0.0 985.0 0.0 985.0 2,469.2 0.0 2,469.2
20
21 New Issues by GAA Section:
22 Section 2 - Pre K-12 Education 12,868.2 (67.3) 12,800.9 320.2 (181.7) 138.5 398.0 0.0 398.0 371.7 0.0 3717
23 Section 2 - Higher Education 4,642.2 22.3 4,664.5 148.4 0.0 148.4 170.0 0.0 170.0 172.6 0.0 172.6
24 Section 2 - Education Fixed Capital Outlay 0.0 40.4 40.4 0.0 21.0 21.0 0.0 33.0 33.0 0.0 0.0 0.0
25 Section 3 - Human Senices 10,129.4 66.5 10,195.9 253.1 79.6 332.7 607.9 79.6 687.6 380.7 79.4 460.1
26 Section 4 - Criminal Justice 4,013.9 735 4,087.4 76.4 22.4 98.8 76.4 21.2 97.6 76.4 21.2 97.6
27 Section 7 - Judicial Branch 458.0 1.7 459.7 2.6 0.0 2.6 2.6 0.0 2.6 2.6 0.0 2.6
28 Section 5 & 6 - Transportation & Economic Development 70.1 132.0 202.1 0.0 432.6 432.6 0.0 402.3 402.3 0.0 287.7 287.7
29 Section 5 - Natural Resources 151.9 380.6 532.6 1.4 275.8 277.2 1.4 276.3 277.7 1.4 271.8 273.2
30 Section 6 - General Government 239.3 70.3 309.6 0.1 96.8 97.0 0.1 97.0 97.1 12.4 63.8 76.2
31 Section 2 & 6 - Administered Funds - Statewide Issues 317.3 331.9 649.1 182.7 20.4 203.1 227.8 21.0 248.8 235.8 33.2 269.0
32 Total New Issues 985.0 767.0 1,751.9 1,484.2 930.5 2,414.7 1,253.6 757.2 2,010.7
33
34 Approved Budget Amendments 0.0 30.9 30.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
35 Current Year Estimating Conference Operating Deficits 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
36 Transfer to Budget Stabilization Fund 0.0 91.2 91.2 0.0 97.8 97.8 0.0 0.0 0.0 0.0 71.0 71.0
37 Transfer to Lawton Chiles Endowment Fund 0.0 0.0 0.0 0.0 0.0 0.0 0.0 304.7 304.7 0.0 0.0 0.0
38 Reappropriations 0.0 85.7 85.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
39 Total Estimated Expenditures 32.890.4 1.259.5 34.149.9 33.899.7 864.8 34.764.4 35.383.9 1.235.2 36.619.1 36.637.5 828.2 37.465.6
40 Reseres 0.0 1,000.0 1,000.0 0.0 1,000.0 1,000.0 0.0 1,000.0 1,000.0
41 Ending Balance 1,138.4 314.5 1,452.9 1,193.6 (1,019.5) 174.2 825.1 (1,435.5) (610.4) 577.1 (846.4) (269.2)
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Tier 3 Table — Critical Needs, Other High Priority Needs, and Revenue Adjustments

LONG-RANGE FINANCIAL OUTLOOK

GENERAL REVENUE FUNDS AVAILABLE PROJECTION

($ MILLIONS)
Fiscal Year 2019-20 Fiscal Year 2020-21 Fiscal Year 2021-22 Fiscal Year 2022-23
Non- Non- Non- Non-
Recurring recurring Total Recurring recurring Total Recurring recurring Total Recurring recurring Total

1 Funds Available:

2 Balance Forward 0.0 2,204.0 2,204.0 0.0 1,452.9 1,452.9 0.0 289.3 289.3 0.0 0.0 0.0

3 Unused Reserve from Prior Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1,000.0 1,000.0 0.0 1,000.0 1,000.0

4 General Revenue Outlook Statement Components

5 Rewenue Estimate 34,005.4 (1,062.1) 32,943.3 35,067.8 (704.5) 34,363.3 36,183.7 (471.4) 35,712.3 37,189.6 (115.1) 37,074.5

6 BP Settlement Agreement 26.7 0.0 26.7 26.7 0.0 26.7 26.7 0.0 26.7 26.7 0.0 26.7

7 Prior Year Indian Gaming State Liability for Local Distributiol 0.0 (7.2) (7.2) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

8 FEMA Reimbursement 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

9 Nonoperating Funds and Authorized Trust Fund Transfers 3.3) 439.3 436.0 1.2) 96.9 95.7 1.4 96.9 95.5 @.7) 96.9 95.2
10 Revenue Adjustments to the General Revenue Fund
11 Continuing Tax and Fee Changes 0.0 0.0 0.0 (105.8) 51.3 (54.5) (105.8) 51.3 (54.5) (105.8) 51.3 (54.5)
12 Recurring Impact of Prior Years' Tax and Fee Changes 0.0 0.0 0.0 0.0 0.0 0.0 (105.8) 0.0 (105.8) (211.6) 0.0 (211.6)
13 Time-Limited Tax and Fee Changes 0.0 0.0 0.0 0.0 (43.8) (43.8) 0.0 (43.8) (43.8) 0.0 (43.8) (43.8)
14 Trust Fund Transfers (GAA) 0.0 0.0 0.0 0.0 2134 213.4 0.0 213.4 213.4 0.0 213.4 213.4
15 Total Funds Available 34,028.8 1.574.0 35,602.8 34,987.5 1.066.2 36.053.7 35,997.4 11357 37.133.1 36.897.2 1.202.7 38,099.9
16
17 Estimated Expenditures:
18 Recurring Base Budget (Including Annualizations) 32,914.7 0.0 32,914.7 32,914.7 0.0 32,914.7 32,914.7 0.0 32,914.7
19 Recurring Impact of Prior Years' New Issues 0.0 0.0 0.0 985.0 0.0 985.0 2,469.2 0.0 2,469.2
20
21 New Issues by GAA Section:
22 Section 2 - Pre K-12 Education 12,868.2 (67.3) 12,800.9 320.2 (181.7) 138.5 398.0 0.0 398.0 371.7 0.0 371.7
23 Section 2 - Higher Education 4,642.2 22.3 4,664.5 148.4 0.0 148.4 170.0 0.0 170.0 172.6 0.0 172.6
24 Section 2 - Education Fixed Capital Outlay 0.0 40.4 40.4 0.0 21.0 21.0 0.0 33.0 33.0 0.0 0.0 0.0
25 Section 3 - Human Senices 10,129.4 66.5 10,195.9 253.1 79.6 332.7 607.9 79.6 687.6 380.7 79.4 460.1
26 Section 4 - Criminal Justice 4,013.9 73.5 4,087.4 76.4 22.4 98.8 76.4 21.2 97.6 76.4 21.2 97.6
27 Section 7 - Judicial Branch 458.0 1.7 459.7 2.6 0.0 2.6 2.6 0.0 2.6 2.6 0.0 2.6
28 Section 5 & 6 - Transportation & Economic Development 70.1 132.0 202.1 0.0 432.6 432.6 0.0 402.3 402.3 0.0 287.7 287.7
29 Section 5 - Natural Resources 151.9 380.6 532.6 1.4 275.8 277.2 1.4 276.3 277.7 1.4 271.8 273.2
30 Section 6 - General Government 239.3 70.3 309.6 0.1 96.8 97.0 0.1 97.0 97.1 12.4 63.8 76.2
31 Section 2 & 6 - Administered Funds - Statewide Issues 317.3 331.9 649.1 182.7 20.4 203.1 227.8 21.0 248.8 235.8 33.2 269.0
32 Total New Issues 985.0 767.0 1,751.9 1,484.2 930.5 2,414.7 1,253.6 757.2 2,010.7
33
34 Approved Budget Amendments 0.0 30.9 30.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
35 Current Year Estimating Conference Operating Deficits 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
36 Transfer to Budget Stabilization Fund 0.0 91.2 91.2 0.0 97.8 97.8 0.0 0.0 0.0 0.0 71.0 71.0
37 Transfer to Lawton Chiles Endowment Fund 0.0 0.0 0.0 0.0 0.0 0.0 0.0 304.7 304.7 0.0 0.0 0.0
38 Reappropriations 0.0 85.7 85.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
39 Total Estimated Expenditures 32.890.4 1.259.5 34,149.9 33.899.7 864.8 34,764.4 35,383.9 1.235.2 36,619.1 36.637.5 828.2 37.465.6
40 Resenes 0.0 1,000.0 1,000.0 0.0 1,000.0 1,000.0 0.0 1,000.0 1,000.0
41 Ending Balance 1,138.4 314.5 1,452.9 1,087.8 (798.5) 289.3 613.5 (1,099.5) (486.0) 259.7 (625.4) (365.7)
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Summary of Major Trust Funds

EDUCATIONAL ENHANCEMENT TRUST FUND ($ MILLIONS)

Fiscal Year 2019-20 Fiscal Year 2020-21 Fiscal Year 2021-22 Fiscal Year 2022-23
Non- Non- Non- Non-

Funds Available: Recurring recurring Total Recurring recurring Total Recurring recurring Total Recurring recurring Total
Balance Forward 0.0 199.1 199.1 0.0 137.8 137.8 0.0 62.3 62.3 0.0 63.2 63.2
Revenue Estimate 2,032.2 0.0 2,032.2 2,075.6 0.0 2,075.6 2,102.1 0.0 2,102.1 2,126.2 0.0 2,126.2
Nonoperating Funds 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total Funds Available 2,032.2 199.1 2,231.3 2,075.6 137.8 2,213.4 2,102.1 62.3 2,164.4 2,126.2 63.2 2,189.4

Estimated Expenditures:

Base Budget 1,968.4 0.0 1,968.4 2,075.6 0.0 2,075.6 2,101.3 0.0 2,101.3
Increase/Decrease 107.2 75.5 182.7 25.7 0.0 25.7 24.2 0.0 24.2

Total Estimated Expenditures 1,968.4 118.2 2,086.6 2,075.6 75.5 2,151.1 2,101.3 0.0 2,101.3 2,125.5 0.0 2,125.5

Bright Futures Expenditures Adjustment| 6.9 6.9

Ending Balance 63.8 74.0 137.8 0.0 62.3 62.3 0.8 62.3 63.2 0.7 63.2 63.9

STATE SCHOOL TRUST FUND ($ MILLIONS)
Fiscal Year 2019-20 Fiscal Year 2020-21 Fiscal Year 2021-22 Fiscal Year 2022-23
Non- Non- Non- Non-

Funds Available: Recurring recurring Total Recurring recurring Total Recurring recurring Total Recurring recurring Total
Balance Forward 0.0 151.8 151.8 0.0 111.0 111.0 0.0 4.8 4.8 0.0 4.9 4.9
Revenue Estimate 132.2 0.0 132.2 160.6 0.0 160.6 164.5 0.0 164.5 173.4 0.0 173.4
Nonoperating Funds 1.5 0.0 1.5 1.5 0.0 1.5 1.5 0.0 1.5 1.5 0.0 1.5

Total Funds Available 133.7 151.8 285.5 162.1 111.0 273.1 166.0 4.8 170.8 174.9 4.9 179.8

Estimated Expenditures:

Base Budget 118.6 0.0 118.6 162.1 0.0 162.1 165.9 0.0 165.9
Increase/Decrease 43.5 106.2 149.7 3.8 0.0 3.8 8.7 0.0 8.7
Total Estimated Expenditures 118.6 55.9 1745 162.1 106.2 268.3 165.9 0.0 165.9 174.6 0.0 174.6
Ending Balance 15.1 95.9 111.0 0.0 4.8 4.8 0.1 4.8 4.9 0.3 4.9 5.2
TOBACCO SETTLEMENT TRUST FUND ($ MILLIONS)
Fiscal Year 2019-20 Fiscal Year 2020-21 Fiscal Year 2021-22 Fiscal Year 2022-23
Non- Non- Non- Non-

Funds Available: Recurring recurring Total Recurring recurring Total Recurring recurring Total Recurring recurring Total
Balance Forward 0.0 33.5 33.5 0.0 59.0 59.0 0.0 10.9 10.9 0.0 11.0 11.0
Revenue Estimate 360.5 0.0 360.5 362.8 0.0 362.8 368.1 0.0 368.1 373.8 0.0 373.8
Nonoperating Funds 6.2 0.0 6.2 6.4 0.0 6.4 6.7 0.0 6.7 7.0 0.0 7.0

Total Funds Available 366.7 33.5 400.2 369.2 59.0 428.2 374.8 10.9 385.7 380.8 11.0 391.8

Estimated Expenditures:

Base Budget 341.2 0.0 341.2 369.2 0.0 369.2 374.7 0.0 374.7
Increase/Decrease 1.4 0.0 1.4 1.6 0.0 1.6 1.7 0.0 1.7
Forecast Adjustment to Medicaid 26.6 48.1 74.7 3.9 0.0 3.9 4.2 0.0 4.2

Total Estimated Expenditures 341.2 0.0 341.2 369.2 48.1 417.3 374.7 0.0 374.7 380.5 0.0 380.5

Ending Balance 25.5 33.5 59.0 0.0 10.9 10.9 0.1 10.9 11.0 0.3 11.0 11.3
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Fiscal Strategies

The Tier 1, Tier 2, and Tier 3 tables shown on pages 21, 22, and 23 of the Long-Range Financial
Outlook simply summarize the information contained and discussed within the rest of the
Outlook document. In essence, each Tier presents a prognosis of the state’s financial situation as
a result of that scenario. As such, none of the Tiers purport to show the specific details of the
final budget that the Legislature will ultimately pass in any given year. However, they do
illuminate several issues facing the Legislature in the upcoming years since the levels are
reasonable approximations of total expected spending under current law and administration.

Most important is the need to clear the negative ending balances that exist in the two outer years
in both Tiers 2 and Tier 3. Because the root causes driving these negatives differ between the two
Tiers, the selection of the most appropriate fiscal strategy will depend on a series of policy
decisions starting with which Tier to use as the base.

Multi-Tier Comparison
GENERAL REVENUE FUNDS AVAILABLE PROJECTION

($ MILLIONS)
Fiscal Year 2020-21 Fiscal Year 2021-22 Fiscal Year 2022-23
Non- Non- Non-

Recurring recurring Total[Recurring recurring Total [Recurring recurring Total

Ending Balance Tier 1...Critical Needs $1,612.6  ($383.1) $1,229.5| $1,662.7  $262.0 $1,924.7 | $1,845.7 $1,649.5 $3,495.2

Ending Balance Tier 2...Critical Needs & Other High Priorities | $1,193.6 ($1,019.5) $174.2| $825.1 ($1,435.5) ($610.4)| $577.1 ($846.4) ($269.2)

Ending Balance Tier 3...All Needs Plus Revenue Adjustments | $1,087.8  ($798.5)  $289.3 | $613.5 ($1,099.5) ($486.0)] $259.7  ($625.4) ($365.7)

As the chart above shows, the negatives in Tier 2 are solely related to the high level of projected
nonrecurring expenditures. While the recurring portion of the balance in Fiscal Year 2021-22 is
positive at +$825.1 million, the nonrecurring expenditure growth cannot be addressed within the
dollars forecasted for the Outlook period. Furthermore, there are insufficient recurring dollars to
completely offset the nonrecurring need. Initially, this combination appears to suggest that viable
fiscal strategies can be limited to closing the budget gap on a year-by-year basis.

However, a recurring problem is clearly lurking behind the scenes in Tier 3. This can be seen in
the precipitous drop in the recurring balance (43.6 percent in Fiscal Year 2021-22 and 57.7
percent in Fiscal Year 2022-23) over the fiscal years in the immediate planning horizon.
Although the projected bottom line total for Fiscal Year 2020-21 is positive in all Tiers, the
projections show expenditures in the two outer years that outstrip the available funds, indicating
that while the structural imbalance has been forestalled, it hasn’t been totally removed.! The
difference between Tiers is caused by the introduction of the recurring portion of the revenue
adjustments contained in Tier 3.

Pulling the information gleaned from both Tiers together helps identify the real underlying
problem. Although the problem in Tier 2 appears to be solely the size of the nonrecurring

1 This result was also seen in the 2016 and 2017 Outlooks.
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expenditures, many of these investments are considered to be must-funds and essential by most
legislators. Furthermore, while the negative revenue adjustments in Tier 3 cause an expedited
drain on recurring revenues, introduction of any new or enhanced recurring programs in Fiscal
Year 2020-21 totaling $100.0 million or more would cause a similar result by the third year of
Tier 2. Both of these factors indicate that a recurring issue also exists in Tier 2—it is just masked
and delayed.

This suggests that the most practicable fiscal strategies should consider the recurring issues.
Since the increase in negative revenue adjustments in Fiscal Year 2020-21 clearly contributes to
and worsens the problems in Fiscal Year 2021-22 and Fiscal Year 2022-23, fiscal strategies are
advisable for all three years of the Outlook to manage the problems in the out-years.

To meet the constitutional requirements for this document, appropriate strategies are required to
be both identified and discussed. In this case, the number of possible permutations is too great to
allow specific identification of each one. Among the many variables that need to be considered is
the timing of the corrective action. While a fiscal strategy is required no later than Fiscal Year
2021-22 to address the projected gap between revenues and expenditures in both Tier 2 and Tier
3, less disruptive courses of action argue for at least some level of deployment beginning in
Fiscal Year 2020-21. Otherwise, there is the potential to increase funding for programs in Year 1
that would not survive Year 2.

Conceptually, there are five options to eliminate a proposed budget gap in any given year of the
Outlook. With the exception of trust fund transfers or sweeps and reserve reductions, these
options can be deployed on either a recurring or nonrecurring basis. When they are used to bring
about a recurring change, they also have an impact on the following fiscal years.

Budget Reductions and Reduced Program Growth

Reduction or Elimination of the Revenue Adjustments Affecting Taxes and Fees in Tier 3
Revenue Enhancements and Redirections

Trust Fund Transfers or Sweeps

Reserve Reductions

While the problem could be fixed in the short term by a simple reduction in the level of total
reserves, this is not the best course of action given the size of the projected deficits, the slowing
economy, and hurricane experience over the past several years. Furthermore, by law, the Budget
Stabilization Fund (BSF) cannot be used to address a budget gap prospectively and, therefore, is
not available at the time the budget is developed and adopted. Funds can be withdrawn “...only
for the purpose of covering revenue shortfalls of the general revenue fund or for the purpose of
providing funding for an emergency, as defined by general law.” [Article 111, Section 19(g) of the
Florida Constitution]

Trust fund transfers or sweeps operate similarly to a drawdown of reserves. Once the money has
been spent, it is not automatically replenished. Since Tier 3 already contemplates $213.4 million
in transfers each year, ongoing transfers above this heightened level would have to be identified

to have any effect on the bottom line budget gaps. Based on the analysis used for this Outlook, it
is unlikely that surpluses of this magnitude currently exist. There is reason to believe that the
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level already identified in the Outlook is approaching the maximum without underlying program
cuts.

Therefore, the three remaining options will become the basis of the more meaningful strategies:
(1) budget reductions and reduced program growth; (2) reduction or elimination of the revenue
adjustments affecting taxes and fees in Tier 3; and (3) revenue enhancements and redirections.
For the purpose of this discussion, (1) and (2) are assumed to produce the same bottom-line
results, although (1) achieves this effect through expenditures and (2) achieves it through
revenues. The third option either grows the size of the overall budget (revenue enhancement) or
changes its composition (revenue redirection).

Since the Legislature has undertaken no significant revenue enhancements and only limited
redirections over the recent past, the likely path of this option is not clear. Enhancements and
redirections both affect revenues and the ability to make expenditures, but the consequences are
different. At a minimum, revenue redirections require foregone expenditures elsewhere in the
budget. As there is a continued reliance on significant one-time trust fund transfers, it is notable
that a permanent redirect of some of the state’s trust funded-sources to the General Revenue
Fund could achieve the same or similar levels of available General Revenue but also address a
structural imbalance.

While permanent redirects, recurring budget reductions, or reduced program growth would ease
or eliminate the looming structural imbalance currently suggested by Tier 3 (as would the
reduction or elimination of the recurring portion of the revenue adjustments affecting taxes and
fees), the true size and immediacy of the structural imbalance is dependent on a number of
factors and decisions that could differ from the assumptions made in this Outlook.

In this regard, it may be time to consider a different approach to disaster funding. Over the past
two years, $1 billion of expenditures for Hurricanes Irma and Michael have been authorized
through budget amendments from the General Revenue Fund. A segregated fund for the deposit
of all future reimbursements from Federal Emergency Management Agency (FEMA) that would
be used first in the event of another disaster would help buttress the current General Revenue
projections that this Outlook relies upon. Alternatively, loans from the Budget Stabilization Fund
could be a more direct source of disaster funding—spreading the repayment over no more than
the statutorily required five-year period and better aligning to the FEMA reimbursement
practices.

Finally, any decisions regarding the introduction of new programs or significant program
enhancements will need to work in tandem with the final decision regarding the most appropriate
combination of fiscal strategies. However, since the structural imbalance has been delayed
relative to last year’s Outlook and the solutions are straight-forward policy decisions, no specific
scenario mapping out the potential results has been included.
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Significant Risks to the Forecast

While the Long-Range Financial Outlook uses the most current estimates and data
available, there are risks that have the potential of altering key assumptions (both
positively and negatively) were they to come to pass. Some of the more significant issues
are described below.

State Costs for Hurricanes, the Florida Hurricane Catastrophe Fund, and Citizens
Property Insurance Corporation

Florida’s economic stability is vulnerable to the potential impacts of natural disasters, especially
major hurricanes. This vulnerability can take several different forms, but one of the most
immediate is to the state’s long-term financial health.

After the 2004 and 2005 hurricanes, the Legislative Office of Economic and Demographic
Research undertook an in-depth analysis of the revenue and budgetary impact on state
government from weather events of this magnitude. Popular belief has spread the misconception
that hurricanes are somehow beneficial to the state from an economic perspective. However, the
reality is much more complicated. From past events, there appear to be four distinct phases of
activity related to hurricanes—each of which has unique economic responses. The table on the
following page describes each of these phases.

Contrary to the oft-repeated myth that government makes money during hurricanes, state
government typically has expenditures greater than the incremental increase in the revenue
estimate and becomes a net loser when all expenditures are taken into account. In reviewing the
final impact of the 2004 and 2005 hurricanes, after the state’s hurricane-related expenditures
were subtracted from the estimated additional revenues, the bottom line for both years was
clearly negative. This means that the state had to spend more than the generated revenues.

At this time, the final financial impacts of Hurricane Irma and Hurricane Michael are not known.
This is largely because information regarding the ultimate levels of required state matches for
federal funds and FEMA reimbursements is still preliminary and incomplete. The Fiscal Year
2019-20 General Appropriations Act includes $271 million from the General Revenue Fund for
the state’s match for federal FEMA funding, and the Outlook includes an additional $673.4
million over the next three years (see Driver #10) for the estimated state match. These matching
funds are in addition to the nearly $1 billion of expenditures ($605.8 million for Hurricane
Michael, including the $17.8 million since the August 14, 2019 General Revenue Outlook, and
$350.9 million for Hurricane Irma) that have been authorized through emergency budget
amendments from the General Revenue Fund alone. As of August 30, 2019, the state had only
received $211.9 million in reimbursements to the General Revenue Fund for these storms. At this
point, it appears clear that the state will spend far more on the preparations for and recovery from
Irma and Michael than it generates in revenues, easily topping the $203.3 million net loss seen in
2005. Furthermore, the plan does not include financial impacts related to Hurricane Dorian,
which caused extensive damage to the Bahamas and is impacting Florida’s coastline at the time
of this publication.
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Hurricanes: Economic Phases

Phase

Preparatory Phase
(approximately 72
hours in advance of
the hurricane to
landfall)

Defining Characteristics

Purchase of Emergency
Supplies (canned food, batteries,
radios, candles, flashlights,
charcoal, gas, propane, water,
ice, shutters, boards / plywood,
etc.)
Evacuation Expenses
o In-State...hotels and
lodging, transport costs
like rental cars and gas
0 Out-of-State...leakage

Statewide Economic
Consequences

Demand...Localized increase in
demand for specific items, and
potential non-affected area increase
in lodging demand, but largely
undetectable

State Budget...Shifting of costs from
normally provided services to
emergency management, as well as
unanticipated overtime and shelter
costs

State Revenues...Slight uptick, but
largely undetectable

Crisis Phase
(landfall to several
weeks after landfall)

Rescue and relief efforts (largely
public, charitable, or free)
Roads closed due to debris
Private structures and public
infrastructure damaged

Utility disruptions

Businesses and non-essential
parts of government closed
Temporary homelessness
Violence and looting

Demand...Localized decrease in
overall demand; significance
depends on the event

State Budget...Government
agencies provide goods and services
and incur new expenditures that may
or may not be matched at a later
time by the federal government

State Revenues...Detectable
downtick; significance depends on
the event

Recovery Phase
(subsequent to the
Crisis Phase and
generally lasting up to
two or three years)

Increased spending related to
deductibles, repair, and
replacement

o Private Savings / Loans

0 State Spending

o FEMA and Federal

Spending

0 Insurance Payments
Competition for scarce resources
(contractors, roofers, supplies,
construction workers, building
materials, debris removal, etc.)

Demand...Localized increase in
overall demand, and prices likely
increase for some items

Employment...Will temporarily see
gains as relief and recovery workers
move into the area

State Budget...Reallocation of state
and local government spending to
the affected area

State Revenues...Discernible and
significant uptick

Displacement Phase
(subsequent to the
Recovery Phase and
lasting from two to

six years)

Reduction in normal purchasing
behavior for items that were
bought or replaced ahead of
schedule

Demographic and labor shifts
related to dislocated households
and economic centers

Demand...Localized decrease in
overall demand, but largely
undetectable at the state level

State Revenues...Slight downtick,
but largely undetectable
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In addition to the budgetary and revenue effects associated with hurricanes, there is an impact on
state debt. Besides the direct tax-supported or self-supported debt normally undertaken by the
state, Florida has indirect debt that represents debt either secured by revenues not appropriated
by the state or debt obligations of a legal entity other than the state. A major component of the
state’s current indirect debt is associated with the Florida Hurricane Catastrophe Fund (FHCF)
and the Citizens Property Insurance Corporation’s (Citizens) ability to cover possible future
hurricane-related losses. According to the 2018 Debt Report prepared by the Division of Bond
Finance, these special purpose insurance entities comprised $3.8 billion or 43 percent of the
state’s total indirect debt on June 30, 2018. This particular debt consisted of pre-event financings
to provide cash for payment of losses resulting from a hurricane.

For the 2019 storm season, the FHCF’s maximum statutory obligation for mandatory coverage is
no more than $17.0 billion. However, the FHCF’s obligation by law is limited to the actual
claims-paying capacity. The FHCF currently projects liquidity of $13.8 billion, consisting of
$11.2 billion in projected cash by December 31, 2019; $0.9 billion of reinsurance; and $1.7
billion in projected pre-event bonds. The projected fund balance has been reduced to account for
loss reserves for 2017 Hurricane Irma and 2018 Hurricane Michael, for which the FHCF is
currently paying claims. Given recent financial market conditions, it is estimated the FHCF
would be able to bond for approximately $8.6 billion during the next 12 months if a large event
occurs during the contract year. This estimated claims paying capacity of $20.7 billion ($11.2
billion cash plus $0.9 billion reinsurance plus $8.6 billion bonding capacity) is $3.7 billion above
the total potential statutory maximum claims paying obligation of $17.0 billion.

The $17.0 billion translates to an approximate 1-in-39 year event (2.56 percent probability) or an
event that causes $26.4 billion in insurance industry residential losses for the 2019 season.
Because of the differences in the levels of coverage and where those FHCF coverages begin, the
FHCF’s probability of exhausting its $17.0 billion maximum limit would be much smaller,
implying that the FHCF could survive a much larger event. In order for all insurance companies
to exhaust the $17.0 billion maximum limit, the aggregate loss would have to be significantly
larger than $17.0 billion.

For the 2019 storm season, Citizens’ probable maximum loss for a 100-year storm event is $5.1
billion. Citizens currently has claims paying ability of approximately $9.7 billion consisting of a
cash surplus of $6.3 billion, as well as funds from private market reinsurance and FHCF
reimbursements. In addition, Citizens has the ability to levy broad-based assessments to support
debt financing.

The ability of these quasi-governmental insurance entities to fulfill their financial responsibilities
in the event of major hurricanes is highly dependent upon market conditions at the time that
bonds would need to be issued. Though the FHCF and Citizens serve significant roles in
Florida’s property insurance market, their ultimate dependence on public assessments and access
to credit markets may expose the state to a much greater potential financial liability for
hurricane-related costs.
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Disproportionate Share Hospital Program

Medicaid Disproportionate Share Hospital (DSH) payments were established by the federal
Omnibus Budget Reconciliation Act of 1981 (P.L. 97-35) and are intended to provide additional
reimbursement to hospitals serving disproportionate shares of Medicaid and uninsured
individuals. While most federal Medicaid funding is provided on an open-ended basis, DSH
allotments have been capped since 1993 and represent the maximum federal matching payments
a state is permitted to claim. In Fiscal Year 2019-20, $327.2 million in DSH funding was
appropriated by the Legislature, with $230.1 million being Florida’s federal DSH allotment and
the balance being the required state matching funds.

The federal Patient Protection and Affordable Care Act of 2010 (PPACA) addressed DSH
allotments, requiring the Secretary of the U.S. Department of Health and Human Services to
develop a methodology to reduce the state allotments. The reductions were originally to have
begun taking effect October 1, 2013, but were delayed by the Centers for Medicare and Medicaid
Services (CMS) after the U.S. Supreme Court ruled in June 2012 that the federal government
could not require states to expand Medicaid eligibility to include persons up to 138 percent of the
federal poverty level, as was required in the PPACA. The CMS expects states that do not
implement Medicaid expansion will have higher rates of uninsured and uncompensated care.
Assuming this is the case, the reductions to the DSH allotments in the non-expanding states are
required to be smaller than those for states that implement Medicaid expansion and have lower
percentages of uninsured individuals.

The DSH reductions have been delayed several additional times, either by the CMS or by
changes in federal law. Most recently, the CMS has published a proposed rule to delineate the
DSH Health Reform methodology (DHRM) that will be used to implement the annual Medicaid
allotment reductions identified in section 1923(f)(7) of the Social Security Act. The proposed
DHRM relies on statutorily identified factors to determine the state-specific DSH allotment
reductions. The methodology imposes larger reductions on states that have lower percentages of
uninsured individuals; states that do not target their DSH payments to hospitals with high
volumes of Medicaid inpatients; and states that do not target their DSH payments to hospitals
with high levels of uncompensated care. Additional reduction factors include whether a state is
currently a low-DSH or high-DSH state, as well as the extent to which a state’s DSH allotment
was included in the budget neutrality calculation for Medicaid coverage expansion as of July
2009. The proposed rule also limits the reduction to be applied to each state to 90 percent of its
original unreduced allotment. Any excess reduction amounts called for by the reduction factors
will be redistributed to other states’ reduction amounts that do not exceed the reduction cap. The
aggregate reduction amounts are set to begin in Federal Fiscal Year 2020 and will run through
Federal Fiscal Year 2025.

The rule proposed by the CMS was published on July 28, 2017, and the public had until August
28, 2017, to submit comments on the proposed methodology. It is uncertain when the CMS will
release its final rule or if it will revise the methodology based on public comment. No
adjustments have been included in the Outlook to reduce the DSH funding allocated to Florida
because it is unknown how the proposed CMS rule will ultimately affect Florida, nor how the
Legislature will respond to any loss of these federal funds.
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Litigation Against the State

Numerous lawsuits against the state exist at any point in time. Some have the capacity to disrupt
specific programs and services and to force changes and adjustments to the Outlook. These
lawsuits relate to a broad cross-section of the state’s activities including, but not limited to,
education funding, environmental matters, Medicaid, agricultural programs, and state revenue
sources. The state’s Comprehensive Annual Financial Report (CAFR) (Note 16) contains a list of
those legal matters which have significant associated loss contingencies.

In addition, summaries of the claimed fiscal impacts of significant litigation filed against the
state are annually reported by the agencies in their legislative budget requests (LBR). In the
LBRs, significant litigation includes only those cases where the amount claimed is more than
$1.0 million or where a significant statutory policy is challenged. In some instances, those
summaries are based on the amount claimed by the plaintiffs, which is typically higher than the
amount to which the plaintiffs would actually be entitled if they were successful in the litigation.

Two ongoing cases warrant specific mention. The first relates to litigation seeking a
determination that the state has violated the 2014 Water and Land Conservation constitutional
amendment that sets aside 33 percent of the excise tax on documents for water and land
conservation. From the funds set aside pursuant to this amendment since 2015, the Legislature
has appropriated $4.2 billion for water and land conservation efforts. The trial judge has issued
an order declaring unconstitutional certain appropriations for 2015 and 2016 totaling $426.4
million. Furthermore, the judge’s order states that funds identified in the constitutional
amendment:

“must be expended, if at all, to acquire conservation lands or other conservation
property interests, as defined by that provision, that the State of Florida did not own on
the effective date of that amendment and thereafter, to improve, manage, restore natural
systems thereon, and enhance public access or enjoyment of those conservation lands.”

This ruling is currently on appeal. If this ruling is upheld and the funds are restricted to the
purchase of new conservation lands and the maintenance thereof, many appropriations within the
Department of Environmental Protection, Department of Agriculture and Consumer Services,
Department of State, and the Fish and Wildlife Conservation Commission will be affected going
forward. Additionally, it is unclear what legislative action, if any, would have to be taken to
address the use of those funds in Fiscal Years 2015-16 through 2019-20.

The second case relates to litigation seeking to establish liability for payments into the Tobacco
Settlement Trust Fund that are associated with brands that have been sold by R.J. Reynolds, one
of the original Settling Defendants, to ITG Brands. [See trust fund description on page 66.] On
January 18, 2017, the State of Florida filed a Motion to Join ITG Brands, LLC as a Defendant
and to enforce the Settlement Agreement in State of Florida, et. al., v. Am. Tobacco Co., R.J.
Reynolds Tobacco Co., et. al., No. 95-1466 AH (Fla. 15th Cir. Ct.). The trial court has ruled that
R.J. Reynolds should continue to make all payments under the tobacco settlement agreement as
if there had been no transfer of brands to ITG. In addition, a final judgment has been entered that
specifies the precise liability calculation for the transferred brands; however, R.J. Reynolds filed
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an appeal to the final decision on August 29, 2018. During the appeal process, the state will
continue to lose the use of a portion of the payment otherwise due to the trust fund, as it has
since 2015. Although no repayment has been included in the forecast adopted by the Revenue
Estimating Conference because the timing is unknown, the Conference expects the state will be
fully compensated for its past and ongoing losses at some future point that may occur within the
Outlook period.
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Potential Constitutional Issues

In 2004, a constitutional amendment passed that requires initiative petitions be filed with the
Secretary of State by February 1 of each general election year to be eligible for ballot
consideration. This has been interpreted to mean that all signatures have been certified by the
local supervisors of election and that the other requirements for geographic distribution have
been met by this date. For the 2020 ballot, the required number of valid signatures is 766,200.

Section 15.21, Florida Statutes, further requires the Secretary of State to “immediately submit an
initiative petition to the Attorney General and to the Financial Impact Estimating Conference”
once the certified forms “equal...10 percent of the number of electors statewide and in at least
one-fourth of the congressional districts required by section 3, article X1 of the State
Constitution.”

Prior to the enactment of Chapter 2019-64, Laws of Florida, the Financial Impact Estimating
Conference had 45 days to “complete an analysis and financial impact statement to be placed on
the ballot of the estimated increase or decrease in any revenues or costs to state or local
governments” once an initiative petition was received. Effective June 7, 2019, the law modifies
the 45 days to 75 days and additionally requires the Financial Impact Estimating Conference to
estimate the “economic impact on the state and local economy, and the overall impact to the state
budget resulting from the proposed initiative. The 75-day time limit is tolled when the
Legislature is in session” (section 100.371, Florida Statutes). Three petition initiatives were
reviewed under the old law (FIEC statements dated 10/22/2015, 3/15/2019, and 4/22/2019), and
the remainder were subject to the new law.

In addition to the petition initiative process, the Legislature may directly place proposals on the
ballot for consideration through a joint resolution agreed to by three-fifths of the membership of
each house of the Legislature. Formal financial impact statements are not required for legislative
proposals. At this time, there are no legislative proposals for the 2020 General Election Ballot.

The following petition initiatives are still in the qualifying process for the 2020 General Election
ballot, but have received final analyses and financial impact statements from the Financial
Impact Estimating Conference.

Proposed Amendments for 2020 General Election Ballot

Initiative Name Ballot # and Description

PETITION INITIATIVE | No Ballot #: Limits or prevents government and electric utility
LIMITS OR PREVENTS | imposed barriers to supplying local solar electricity. Local solar
BARRIERS TO LOCAL | electricity supply is the non-utility supply of solar generated
SOLAR ELECTRICTY | electricity from a facility rated up to 2 megawatts to customers at
SUPPLY the same or contiguous property as the facility. Barriers include
government regulation of local solar electricity suppliers’ rates,
Pending Sufficient Valid | service and territory, and unfavorable electric utility rates, charges,
Signatures or terms of service imposed on local solar electricity customers.
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Initiative Name Ballot # and Description

FIEC Impact (10/22/2015): Based on current laws and
administration, the amendment will result in decreased state and
local government revenues overall. The timing and magnitude of
these decreases cannot be determined because they are dependent
on various technological and economic factors that cannot be
predicted with certainty. State and local governments will incur
additional costs, which will likely be minimal and partially offset
by fees.

PETITION INITIATIVE
RIGHT TO
COMPETITIVE
ENERGY MARKET
FOR CUSTOMERS OF
INVESTOR-OWNED
UTILITITES;
ALLOWING ENERGY
CHOICE

Pending Supreme Court
Approval and Sufficient
Valid Signatures

No Ballot #: Grants customers of investor-owned utilities the right
to choose their electricity provider and to generate and sell
electricity. Requires the Legislature to adopt laws providing for
competitive wholesale and retail markets for electricity generation
and supply, and consumer protections, by June 1, 2025, and
repeals inconsistent statutes, regulations, and orders. Limits
investor-owned utilities to construction, operation, and repair of
electrical transmission and distribution systems. Municipal and
cooperative utilities may opt into competitive markets.

FIEC Impact (3/15/2019): The final design of the new market
system for electricity is unknowable until the Legislature acts.
There will be significant costs to state and local governments to
transition to a fully operational system. The cost of purchasing
electricity by governments may be higher or lower, depending on
changes in charges for electricity resulting from the amendment.
As currently administered, several government revenues would be
reduced, but the legislative response to these effects is unknown.

PETITION INITIATIVE
RAISING FLORIDA’S
MINIMUM WAGE

Pending Supreme Court
Approval and Sufficient
Valid Signatures

No Ballot #: Raises minimum wage to $10.00 per hour effective
September 30th, 2021. Each September 30th thereafter, minimum
wage shall increase by $1.00 per hour until the minimum wage
reaches $15.00 per hour on September 30th, 2026. From that point
forward, future minimum wage increases shall revert to being
adjusted annually for inflation starting September 30th, 2027.

FIEC Impact (4/22/2019): State and local government costs will
increase to comply with the new minimum wage levels. Additional
annual wage costs will be approximately $16 million in 2022,
increasing to about $540 million in 2027 and thereafter.
Government actions to mitigate these costs are unlikely to produce
material savings. Other government costs and revenue impacts,
both positive and negative, are not quantifiable.

PETITION INITIATIVE
PROVIDE MEDICAID
COVERAGE TO

No Ballot #: Requires State to provide Medicaid coverage to
individuals over age 18 and under age 65 whose incomes are at or
below 138 percent of the federal poverty level and meet other
nonfinancial eligibility requirements, with no greater burdens
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Initiative Name Ballot # and Description

ELIGIBLE LOW-
INCOME ADULTS

Pending Supreme Court
Approval and Sufficient
Valid Signatures

placed on eligibility, enrollment, or benefits for these newly
eligible individuals compared to other Medicaid beneficiaries.
Directs Agency for Health Care Administration to implement the
initiative by maximizing federal financial participation for newly
eligible individuals.

FIEC Impact (8/9/2019): The FIEC was unable to agree on the
financial impact statement. The following statement will appear
on the ballot pursuant to section 101.161(1), Florida Statutes: “The
financial impact of this measure, if any, cannot be reasonably
determined at this time.”

PETITION INITIATIVE
CITIZENSHIP
REQUIREMENT TO
VOTE IN FLORIDA’S
ELECTIONS

Pending Supreme Court
Approval and Sufficient
Valid Signatures

No Ballot #: This amendment provides that only United States
Citizens who are at least eighteen years of age, a permanent
resident of Florida, and registered to vote, as provided by law,
shall be qualified to vote in a Florida election.

FIEC Impact (8/23/2019): Because the proposed amendment is
not expected to result in any changes to the voter registration
process in Florida, it will have no impact on state or local
government costs or revenues. Further, it will have no effect on
the state’s economy.

PETITION INITIATIVE
ALL VOTERS VOTE IN
PRIMARY ELECTIONS
FOR STATE
LEGISLATURE,
GOVERNOR, AND
CABINET

Pending Supreme Court
Approval and Sufficient
Valid Signatures

No Ballot #: Allows all registered voters to vote in primaries for
state legislature, governor, and cabinet regardless of political party
affiliation. All candidates for an office, including party nominated
candidates, appear on the same primary ballot. Two highest vote
getters advance to general election. If only two candidates qualify,
no primary is held and winner is determined in general election.
Candidate’s party affiliation may appear on ballot as provided by
law. Effective January 1, 2024.

FIEC Impact (8/23/2019): It is probable that the proposed
amendment will result in additional local government costs to
conduct elections in Florida. The Financial Impact Estimating
Conference projects that the combined costs across counties will
range from $5.2 million to $5.8 million for each of the first three
election cycles occurring in even-numbered years after the
amendment’s effective date, with the costs for each of the
intervening years dropping to less than $450,000. With respect to
state costs for oversight, the additional costs for administering
elections are expected to be minimal. Further, there are no
revenues linked to voting in Florida. Since there is no impact on
state costs or revenues, there will be no impact on the state’s
budget. While the proposed amendment will result in an increase
in local expenditures, this change is expected to be below the
threshold that would produce a statewide economic impact.
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The following petition initiatives have triggered an FIEC review, but are still in process and not
yet complete.

Initiative Name Ballot # and Description

PETITION INITIATIVE | No Ballot #: Prohibits possession of assault weapons, defined as

PROHIBITS semiautomatic rifles and shotguns capable of holding more than
POSSESSION OF 10 rounds of ammunition at once, either in fixed or detachable
DEFINED ASSAULT magazine, or any other ammunition-feeding device. Possession of
WEAPONS handguns is not prohibited. Exempts military and law enforcement
personnel in their official duties. Exempts and requires registration
Pending FIEC Review, of assault weapons lawfully possessed prior to this provision’s

Supreme Court Approval, | effective date. Creates criminal penalties for violations of this
and Sufficient Valid amendment.

Signatures
FIEC Impact (Date TBD): TBD

PETITION INITIATIVE | No Ballot #: Regulates marijuana (hereinafter “cannabis") for

REGULATE limited use and growing by persons twenty-one years of age or
MARIJUANA SIMILAR | older. State shall adopt regulations to issue, renew, suspend, and
TO ALCOHOL TO revoke licenses for cannabis cultivation, product manufacturing,
ESTABLISH AGE, testing and retail facilities. Local governments may regulate
LICENSING, AND facilities’ time, place and manner and, if state fails to timely act,
OTHER may license facilities. Does not affect compassionate use of low-
RESTRICTIONS THC cannabis, nor immunize federal law violations.

Pending FIEC Review, FIEC Impact (Date TBD): TBD
Supreme Court Approval,
and Sufficient Valid
Signatures

37|Page



Florida Economic Outlook

The Florida Economic Estimating Conference met on July 17, 2019, to revise the forecast
for the state’s economy. As further updated by the Legislative Office of Economic and
Demographic Research, the latest baseline forecast is slightly weaker in several key
respects, but generally shows little change from the assumptions made one year ago.
Overall, Florida growth rates over the past year have reflected solid growth and
continued to show progress. In the various forecasts, most measures of the Florida
economy surpassed their peaks from the prior year and achieved new highs in Fiscal
Year 2018-19. Moving forward, the drags—particularly construction—are more
persistent than past events, but the strength in tourism is largely compensating for this.
The current forecast does not anticipate a recession, but turning points are notoriously
difficult to project.

Beginning with Fiscal Year 2002-03 and running through Fiscal Year 2011-12, Florida was on
an economic rollercoaster of extreme peaks and valleys. The recovery period from the collapse
of the housing boom and the end of the Great Recession did not begin in earnest until Fiscal Year
2012-13, and—even now—some of the drags on Florida’s economy are still ongoing. The
reference periods used throughout this discussion are economically driven and centric to the
somewhat unique Florida experience:

Florida’s Housing Boom...Fiscal Years 2002-03 through 2005-06
Collapse of the Housing Boom...Fiscal Years 2006-07 and 2007-08
Great Recession...Fiscal Years 2008-09 and 2009-10

Fragile Growth...Fiscal Years 2010-11 and 2011-12

Recovery Phase...Fiscal Years 2012-13 through 2015-16

Return to Normalcy...Fiscal Years 2016-17 and beyond

As indicated last year, most measures of the Florida economy had returned to or surpassed their
prior peaks by the close of the 2016-17 fiscal year. Two years later, progress continues. In this
regard, all of the personal income metrics, nearly 60 percent of the employment measures, and
the total tourism and domestic visitor counts have exceeded the peak levels seen during the
housing boom. Still other measures are posting solid year-over-year improvements, even if they
are not yet back to peak performance levels. Looking across the 50 states, the three most-widely
used indicators of government financial health illustrate the economic extremes the state faced to
get to this point.

One economic measure for comparing states is the year-to-year change in real State Gross
Domestic Product (that is, all goods and services produced or exchanged within a state). Using
the latest data revisions of this measure, Florida was one of the nation’s faster growing states
from 2000 to 2006, outperforming the nation during that entire period and reaching its peak
growth in 2005. With the end of the housing boom and the beginning of the real estate market
correction in 2006 and 2007, the state slipped into six years of nearly flat or negative growth
(2007 through 2012). While Florida was not the only state to experience a significant
deceleration in economic growth prior to the Great Recession (California, Nevada, and Arizona
showed similar housing market trends), it was one of the hardest hit.
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Florida’s economy clearly regained its positive footing in 2013, moving above the United States
as a whole for the first since 2006 and registering 1.9 percent real growth over the prior year.
Since then, that strength—at least, relative to the nation as a whole—has continued. As the 2018
calendar year closed, the state’s growth remained well above the national average (3.5 percent
versus 2.9 percent).

Nevertheless, there are some signs of softening. For the first quarter of the 2019 calendar year,
Florida posted growth of just 2.9 percent, falling below the national average of 3.1 percent and
ranking the state 23" in the country for real growth. The Economic Estimating Conference
projects that Florida’s Real Gross Domestic Product will slow to growth of 2.5 percent in Fiscal
Year 2019-20 and continue slowing in the near term to 1.8 percent in Fiscal Year 2023-24. In
the longer term, growth is expected to average 2.0 percent per year.

Year-Over-Year Growth in FL and US Real GDP
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Other factors are frequently used to gauge the health of an individual state. The first of these
measures is personal income growth—primarily related to changes in salaries and wages.
Using the latest revised series, a history similar to the one shown by the GDP data emerges. In
the latest data for the 2018 calendar year, the preliminary numbers show that Florida’s growth
increased again to 5.2 percent over the prior year compared to the national average of 4.5
percent. In spite of the robust year-over-year growth, Florida’s per capita (population-adjusted)
personal income growth trailed the nation in performance, growing only 3.6 percent in 2018
compared to the national average of 3.8 percent. This is the third consecutive year where the
state lagged the nation in per capita growth. A similar polarization exists in a handful of other
states; of the fourteen states that grew faster in personal income than the nation as a whole in
2018, six grew less than the national average in per capita growth (Arizona, Florida, Idaho,
Nevada, North Carolina, and Oregon).
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Newly released data for the first quarter of 2019 indicated that Florida ranked 4™ in the country
with 5.1 percent growth over the prior quarter. The state was well above the United States as a
whole, which had 3.4 percent growth. In the near term, the Economic Estimating Conference
projects that the annual state growth rates will drift from 5.2 percent (Fiscal Year 2019-20) down
to 4.2 percent (Fiscal Year 2022-23), and then straddle 4.2 percent for the remainder of the
forecast horizon.

Florida Personal Income Growth: Level versus Per Capita

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

ﬁﬁﬁﬁﬁﬁﬁﬁﬁ

1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2009

-2.0%
-4.0%
-6.0%
-8.0%

=== Personal income (millions of dollars) = Per Capita Personal Income

The key measures of employment are typically job growth and the unemployment rate. While
Florida led the nation on the good-side of these measures during the boom, the state performed
worse than the national averages on both measures from February 2008 until July 2010 when
Florida lost jobs at a slower rate than the nation as a whole. In August 2010, Florida experienced
its first over-the-year increase in jobs since June 2007. Nine years later (July 2019), Florida’s
annual job growth rate has been positive for most of the past 108 months—the only exception
being September 2017 when Florida lost jobs due to Hurricane Irma. The state passed its prior
employment peak in May 2015 and is now approaching one million jobs beyond that level.

[SEE GRAPH ON FOLLOWING PAGE]

40|Page



Seasonally Adjusted Nonfarm Jobs

- Percent Change from Same Month Prior Year
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Source: Florida Department of Economic Opportunity, Bureau of Workforce Statistics and Ecenomic Research, Current
Employment Statistics Program in cooperation with the U.S. Department of Labor, Bureau of Labor Statistics, August 16, 2019,

The state’s unemployment rate in July was lower than the nation as a whole at 3.3 percent, with
343,900 jobless persons. To put this in context, the rate had been as low as 3.1 percent in March
2006 (the lowest unemployment rate in more than thirty years), before peaking at 11.3 percent in
January 2010. Currently, the Economic Estimating Conference assumes Florida is below the
“full employment” unemployment rate of about 4 percent.

United States and Florida Unemployment Rates
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Source: Florida Department of Economic Opportunity, Bureau of Workforce Statistics and Economic Research, Local Area
Unemployment Statistics Program, in cooperation with the U.S. Department of Labor, Bureau of Labor Statistics, August 16, 2019,

This achievement may not be as economically meaningful as it has been in the past. Florida’s
labor force participation rate is still relatively subdued, and it is clear that a higher participation
rate would imply a higher unemployment rate, at least in the short run. Florida’s labor force
participation rate peaked during the housing boom at 64.1 percent from December 2006 to
February 2007. While the unemployment rate is now similar to that time, the labor force
participation rate is not. Florida’s rate was 59.1 percent in July 2019, while the U.S. rate was
63.0 percent.
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It is possible that the still noteworthy size and composition of the long-term unemployed group
(90,600 persons or 27.0 percent of all unemployed in July) may be confounding some of the
trend results. The equivalent percentage for the United States as a whole was only 19.2 percent.
Even though the share of the long term unemployed is still relatively elevated compared to
historical levels for this stage in the business cycle, prior to the past two months, the rate had
been steadily declining when compared to levels from the same month a year ago.

Percent Long-Term Unemployed of Total Unemployed
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It is apparent that the composition of Florida’s labor market has changed over the past decade.
In the early 2000’s, about 50 percent of young people aged 16-19 were either employed or
looking for work. This rate declined to 27.2 percent in 2016, before rising slightly to 30.4
percent in 2017 and 31.1 percent in 2018. A similar trend was evident among those aged 20-24,
as their percentage of the active labor force slid from around 80 percent to 67.8 percent in 2016,
before rising slightly to 71.0 percent in 2017 and then dropping back to 69.0 percent in 2018. In
contrast, participation in the labor force by older workers (aged 55-64 and those aged 65 and
over) has increased. Whether these labor market changes are permanent is not yet clear.

[SEE GRAPH ON FOLLOWING PAGE]
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Florida’s average annual wage has typically been below the national average. Since the
beginning of this century, it has run about 88.5 percent of the United States as a whole; however,
the ratio dropped below this level as the nation began to recover from the Great Recession while
Florida lagged behind. The ratio in 2014 (87.2 percent) was Florida’s lowest percentage since
2001. The most recent data shows that Florida’s average wage, relative to the national average,
continued to fall over the past three years from 2016 when it was 87.7 percent to 87.4 percent in

2018.
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In part, the lower than average wage gains has to do with the mix of jobs that have been growing
the fastest in Florida and their average wages. For example, the Accommodation & Food
Services employment sector is large, has the lowest average annual wage and had until recently
been growing faster than overall employment in the state. This industry sector is closely related
to the health of Florida’s tourism industry that had a record 128.5 million visitors in Fiscal Year
2018-19, an increase of 5.8 percent over Fiscal Year 2017-18. Effectively, these visitors were
equivalent to 2.2 million additional people being added to Florida’s resident population.

The strong tourism growth continues throughout the years covered by the Outlook, albeit at a
slightly slower pace than the recent past. The Economic Estimating Conference projects that the
number of tourists will grow by an average of 2.1 percent per year for the period covering the
2019-20, 2020-21, 2021-22 and 2022-23 fiscal years.

To a great extent, full recovery in the jobs sector has and will continue to be related to the
outlook for Florida’s housing market. Construction has lost more jobs in this economic
downturn than any other sector. It peaked in April 2006 with 691,700 jobs and at the end of July
2019 was still down 127,900 jobs (18.5 percent) from that level. In Fiscal Year 2018-19, single-
family private housing starts only reached 91,900 or 50.5 percent of their peak level. And,
collections from Documentary Stamp Taxes, a strong indicator of housing market activity, were
only 65.3 percent of their prior peak as the fiscal year ended.

Overall, the housing market continues to move slowly forward. Single-family building permit
activity, an indicator of new construction, remains in positive territory, beginning with strong
back-to-back growth in both the 2012 and 2013 calendar years (over 30 percent in each year).
The final data for the 2014 calendar year revealed significantly slowing (but still positive)
activity—posting only 1.6 percent growth over the prior year. However, annual activity for the
past four calendar years ran well above their individual periods a year prior; single family data
was higher than the prior year by 20.3 percent in 2015, 11.1 percent in 2016, 13.5 percent in
2017, and 13.8 percent in 2018. Despite the strong double-digit growth in six of the last seven
calendar years, the level is still low by historic standards — just over 63 percent of the long-run
per capita level. Of note in an economy expected to slow, the year-to-date data for the 2019
calendar year is running only slightly positive.

Per Capita Building Permits - Single Family by Calendar Year
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Because construction activity continues to be subpar, attention over the past few years has
focused on the market for existing homes as an upstream indicator of future construction need.
This market appears to be fully recovered. Existing home sales volume in each of the last five
calendar years (2014, 2015, 2016, 2017, and 2018) exceeded the 2005 peak year. This year
(2019) is on course to do the same. The story is similar for sales price. While Florida’s existing
home price gains have roughly tracked national gains over the last four years, the state’s median
home price for single family homes has generally stayed upwardly steady as the national median
peaks and dips. Even so, the national median price increases have outpaced Florida; the state’s
median price in July was only 94.4 percent of the national median price after passing it briefly in
February 2018. Florida’s median price finally surpassed its own prior peak (June 2006) in June
2018 and has hovered close to that level since.

Countervailing some of the recent and expected improvements in the existing home market is the
fact that the homeownership rate is still below normal. Since 2013, Florida has been below its
long-run average homeownership rate of 66.3 percent. Final data for 2018 shows a small
improvement from 2017’s lowest recorded point of 64.1 percent to 65.5 percent. However,
preliminary data for the second quarter of the 2019 calendar year has drifted back to 64.5
percent.

Only one of the key construction metrics has returned to its peak level. Private nonresidential
construction expenditures first passed their prior peak in Fiscal Year 2016-17. The next
milestone (construction employment) does not reach its prior peak until Fiscal Year 2028-29.
Particularly noteworthy, none of the key residential construction measures pass their prior peaks
during the forecast horizon. Even so, the future risks to this part of the forecast are all tilted to
the downside.

Forecast Risks and Implications

Risk Associated with Reliance on Tourism

Since Florida’s economic outlook relies heavily on strong tourism growth to compensate for the
remaining weakness in the residential construction market, tourism-related revenue losses pose
the greatest potential risk to the economic outlook. The Legislative Office of Economic and
Demographic Research has just updated its empirical analysis of the various sources of the
state’s sales tax collections. In Fiscal Year 2017-18, sales tax collections provided over $24.1
billion or 77.3 percent of Florida’s total General Revenue collections. Of this amount, an
estimated 13.4 percent (over $3.22 billion) was attributable to purchases made by tourists.

[SEE CHART ON FOLLOWING PAGE]
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Contributions to General Revenue from Sales Tax (with CST)
Collections in FY 2017-18, By Source

Business
23.5%

Threats to tourism can come from many different sources. The most likely sources are natural or
manmade disasters, disease outbreaks, federal policy or administrative changes that make it
harder or less attractive to travel, and heightened terrorist activity.

Risk from Escalating Trade Policy Tensions

The Florida Economic forecast is underpinned by the National Economic forecast. The National
Economic Estimating Conference met on July 17, 2019, and adopted the IHS Markit baseline
forecast in total. This forecast incorporated all of the information on tariffs known at the time,
including earlier tariffs on solar panels and metals; a 25 percent tariff on roughly 50 percent of
goods imported from China; and China’s retaliatory tariffs on roughly $100 billion of annual
U.S. exports to China. According to a 2019 National Bureau of Economic Research Working
Paper: “Over the course of 2018, the Trump administration imposed import tariffs on
approximately $283 billion of U.S. imports, with rates ranging between 10 percent and 50
percent. In response, U.S. trading partners, especially China, have retaliated with tariffs
averaging 16 percent on approximately $121 billion of U.S. exports...”

Not included are the developments over the past month that have significantly escalated the trade
war. On August 1, President Trump announced that an additional 10 percent tariff on $300
billion worth of Chinese goods would be levied on September 1; two weeks later, he delayed the
start date to December 15. In response, China announced new retaliatory tariffs on $75 billion of
U.S. imports on August 23. A few hours later, the President announced that he was increasing
existing tariffs on $250 billion of Chinese imports from 25 percent to 30 percent beginning
October 1, and raising tariffs planned to start on September 1 on $300 billion of goods from 10
percent to 15 percent over two stages. Because of these unforeseen events, the adopted forecast
carries greater than normal risk.

To the extent that they materialize, tariffs act like a tax increase, weakening the purchasing
power of households and creating greater business uncertainty regarding the future demand for
exports, the effects of increased cost pressures, and the continued operation of global supply
chains. Rising trade tensions have also contributed to a sharp appreciation in the dollar, which is
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expected to remain elevated throughout the near-term forecast. As a result, business sentiment
has sharply deteriorated over the past month. According to Moody’s Analytics and
economy.com, a global trade war is among the biggest downside risks for U.S. growth this year
and next.

Risk from Economic Downturn or Recession

As July ended, the economy had been in expansion for more than a decade, marking the longest
economic expansion in U.S. history. The current forecast does not anticipate a recession, but
turning points are notoriously difficult to project. IHS Markit places the risk of a recession at 35
percent in 2020 and the New York Fed’s recession probability model identifies a similar
percentage; however, the National Association for Business Economics’ June survey of
economists indicates that the risk of recession rises to 60 percent by the end of 2020. Speaking
more recently, Mark Zandi of Moody’s placed the odds “very high”.

Several economic indicators also point to a potential economic downturn. In early August,
consumer sentiment declined to its lowest level since the start of the year, despite the first cut in
interest rates in a decade. Paradoxically, it appears that many consumers associated the cut in
interest rates with the start of a recession. Similarly, business confidence is slumping. The IHS
Markit U.S. Manufacturing PMI posted on August 22 indicated mildly contractionary conditions
in the industry for the first time in 119 months. Likewise, according to the Moody's Analytics
Survey of Business Confidence released on August 26, “Businesses’ assessment of present
business conditions has fallen to levels last seen a decade ago at the end of the financial crisis.
Especially disconcerting are the weakening in hiring intentions in recent weeks and indications
that businesses are starting to lay off more workers. If sustained, the business sentiment results
would be consistent with an economy that is near recession.” In addition, the yield curve
inverted in mid-August, a past signal of a coming recession. Finally, global conditions continue
to deteriorate, with Deutsche Bank indicating in late-August that Germany, Europe's largest
economy, has moved into a “technical” recession and a no-deal Brexit looming at the end of
October.

All of this indicates that there is a decided risk that an economic downturn will materialize in the
near term that is not anticipated in the current forecast.
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Florida Demographic Projections

Understanding the underlying components of Florida’s population growth and
demographic composition helps shed light on the state’s primary economic driver
by providing insight into the needs and pressures that face the state. The Florida
Demographic Estimating Conference is expecting population growth to remain
fairly strong during the Outlook period, slowing slightly each year.

Overall Population Growth

Population growth continues to be the state’s primary engine of economic growth, fueling both
employment and income growth. While Florida’s long-term annual growth rate between 1970
and 1995 was over three percent, the future will be different than the past.

During the 1990's, the number of people in the state rose by three million—only California and
Texas grew by more during the decade.? This represented a 23.5 percent increase in Florida’s
population, and during the first years of the 21st century, it looked like this trend would continue.
By 2006, the rapid build-up into the housing boom had produced two years with annual growth
over the prior year very near or slightly exceeding 400,000 persons. Growth in each of the
previous four years topped 320,000 persons per year. However, the collapse of the housing
market and the onset of the Great Recession began to take a toll on population growth in 2007.

Ultimately, the Great Recession and its aftermath produced six consecutive years of less than one
percent annual growth over the prior year (April 1, 2008, to April 1, 2013). Annual additions to
population fell from the peak of 403,332 in 2005 to a low-point of 73,520 in 2009 before the
decline stopped. This picture did not materially change until April 1, 2015, when Florida
recorded growth of 1.58 percent (307,814 residents) over the prior year—the strongest
percentage increase since 2007.

During this decade, Florida’s population broke the 20 million mark and also surpassed New
York to become the third most populous state in the nation, behind California and Texas.
According to the Census Bureau’s intercensal estimates, the top three states accounted for 27.4
percent of the nation’s total population as of July 1, 2018.

The most current estimates indicate that Florida grew by 1.73 percent between 2018 and 2019. In
the near-term, the state’s population growth is expected remain above 1.4 percent per year. Over
the upcoming decade, both the annual growth rates and incremental additions to the population
are expected to slow gradually. However, the state’s growth rate is projected to stay above one
percent per year, still exceeding the national average annual growth of 0.67 percent between
2018 and 2030. By the beginning of calendar year 2033, Florida’s resident population is
projected to reach 25 million.

Z As reported by the U.S. Census Bureau decennial census for April 1, 1990 and April 1, 2000.
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Florida’s Incremental Population Growth Florida’s April 1 Population
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Local Population Growth

Between 2000 and 2010, three of Florida’s largest counties, Orange, Miami-Dade, and
Hillsborough, each expanded by adding population roughly equivalent to the size of Orlando in
2010. Another four counties (Flagler, Sumter, Osceola, and St. Johns) experienced population
growth rates ab