S$TATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
STATE CAPITOL
NASHVILLE, TENNESSEE 37143-0285

DAVE GOETZ
COMMISSIONER
August 18, 2008
MO 10]
TO: All Agency Heads and Budget Officers
FROM: M. D. Goetz, Ir., Commissioner

SUBJECT:  Fiscal Year 2009-2010 Budget Instructions

The Budget Office is sending instructions for submitting budget requests for fiscal year 2009-
2010 to all state agency Budget Directors. As you prepate your budget request, consider the
following:

(1) The deadline for submitting the budget request is Wednesday, October 1, for both
operating budget and capital budget requests. The budget development timetable requires
that there be no exceptions to the deadline.

(2) Because of current economic conditions, we must assume that we may undercollect state
reverue estimates in the current year, lowering the base for projecting 2009-2010 revenues.
Further, we assume that revenue growth in fiscal year 2009-2010 will be moderate, if the
economy is recovering at that time. While the current-year budget is based on the
assumption of 2.2 percent growth in sales tax revenues, sales tax collections for the last
seven months have not grown but have declined 1.1 percent, compared with the same
period of the previous year. If we assume that sales tax collections show no growth in the
current fiscal year, compared with last year, and that all other tax collections meet
budgeted estimates, the general fund undercollection would be $175 million. Therefore,
for 2009-2010 planning purposes, | am requiring that yousibmit a3 peroent base
reduction contingency plan as part of your budget request for 2009-2010.

(3) Slow revenue growth and budget requirements for next year will necessitate that we limit
improvement requests to mandatory increases for existing programs and preserve available
revenues for our most important priorities — education, economic development, and health
care.
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