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December 21, 2009

Mary E. Lassiter

State Budget Director

Office of the State Budget Director
Room 284, Capito]l Annex
Frankfort, Kentucky 40601

Dear Ms. Lassiter,

In accordance with KRS 48.115 and KRS 48.120, the Consensus Forecasting Group
(CFG) met on December 21%, to revise the official revenue forecast for the General Fund,
Road Fund, and Phase I Tobacco Settlement Agreement Fund (MSA) for FY 2010. Also
at this meeting the CFG officially adopted the final detailed revenue estimates for each of
these three funds for FY 2011 and FY 2012.

The General Fund and Road Fund estimates adopted by the Consensus Forecasting Group
(CFG) are as follows:

Fiscal Year General Fund Road Fund
2010 $8,196,000,000 $1,199,100,000
2011 $8,490,800,000 $1,270,600,000
2012 $8,808,800,000 $1,340,900,000

The FY 2010 General Fund estimate adopted by the CFG at the December meeting is
$99.9 million lower than the May 29" official estimate adjusted for 2009 Special Session
legislative actions.

The final detailed estimates adopted by the CFG suggest the General Fund is expected to
grow over the upcoming biennium. General Fund receipts in FY 2011 are expected to be
$294.8 million (3.6%) more than the FY 2010 estimate. Comparatively, General Fund
growth of $318 million (3.7%) is expected to occur from FY 2011 to FY 2012.



For the Road Fund, the FY 2010 revised official estimate adopted by the CFG at the
December meeting is $58.1 million higher than the May 29™ official estimate adjusted for
2009 Special Session legislative actions. Based on the December CFG estimates, growth
in the Road Fund is expected to occur during the upcoming biennium. In FY 2011, the
Road Fund estimate is $71.5 million (6.0%) greater than the FY 2010 Road Fund
estimate. In the second year of the biennium (FY 2012), growth in the Road Fund is
expected to be 5.5%, or $70.3 million more than the amount of the Road Fund in FY
2011.

In addition to providing estimates for the General Fund and the Road Fund, the CFG
provides estimates of the revenues the Commonwealth may realize from the Phase |
Tobacco Settlement Agreement (MSA). The CFG did not revise the MSA estimates that
. were adopted on May 29", 2009. The table below presents the MSA revenue estimates,
and these estimates are not included in either the General Fund or Road Fund totals.

Fiscal Year Total MSA Revenue
2010 $112,270,000
2011 $111,310,000
2012 $102,720,000

In summary, the General Fund, Road Fund, and MSA estimates reflect the professional
judgments of the CFG members as to the most probable revenue streams given the
information available as of December 21, 2009.

The Consensus Forecasting Group consists of Dr. Ginny Wilson, Dr. Jim McCabe, Dr.
Frank O'Connor, Dr. Bruce Johnson, Dr. David Wildasin, Ms. Maria Hampton, and
myself. Support was provided by the Governor's Office for Economic Analysis and the
Legislative Research Commission.

Sincerely,

j,_. (o

Lawrence K. Lynch,
Chairman, Consensus Forecasting Group



