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Calendar Effects Throughout Fiscal Year
2013 Led to a Roller Coaster for Monthly
Revenue...

Growth in Total General Fund Revenue Collections
FY13 Monthly and Year-to-Date
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* Total general fund revenue collections exceeded the forecast by
$263.6 million in fiscal year 2013, a forecast variance of 1.6
percent. Total revenues rose 5.3 percent, ahead of the revised
annual forecast of 3.6 percent growth.

— Adjusting for the accelerated sales tax (AST) program, total
revenues grew 5.1 percent, ahead of the economic-base
forecast of 3.4 percent growth.



Fiscal Year 2013 Revenues and Transfers
Finished $264.3 Million (1.6 Percent)
Above Forecast...

Summary of Fiscal Year 2013 Revenue
Collections
(millions of dollars)

Variance % Growth Over FY12
Major Source Forecast Actual Dollars ~ Percent  Forecast Actual

Nonwithholding 25176 28077 2904 115 68 19
Refunds (17913)  (17199) 722 (40) 04  (37)
Net Individual 11,0026 11,3400 2474 22 45 69

Corporate 820.9 796.7 (24.2) (2.9 (45) (7.3)
Wills (Recordation) 336.5 377.5 41.0 12.2 45 172
Insurance 255.6 262.2 6.6 2.0 11 3.7

All Other Revenue 666.6 688.4 21.8 3.3 (16) 16

Total Revenues  $16,421.0 $16,684.6 § 263.6 16% 36% 53 %

ABC Profits 66.6 68.0 14 2.1 44 66
Sales Tax (0.25%) 222.8 2214 (14)  (0.6) 4.1 34
Transfers 134.5 135.2 0.7 0.5 (39.8) (39.5)

Total Transfers 4239 § 4246 § 07 02 % (154) % (15.3) %

Total General Fund $16,844.9 $17,109.2 § 264.3 6% 30% 47 %

* Total revenues are 5.7% above the previous peak year of fiscal
year 2008.
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All Surplus Dollars Are Either Reserved,
Committed, or Assigned...

General Fund - Budgetary (Cash) Basis (Unaudited)
Fiscal Year 2013

(millions of dollars)

Assets
Cash, Cash Equivalents, and Investments $ 1,839.7
Cash, Travel Advances and Amounts Due from Other Funds 1.4
Total Assets $ 1,841.1
Liabilities and Fund Equity
Liabilities:
Due to Other Funds 13.1
Deposits Pending Distribution 7.3
Total Liabilities $ 204
Fund Equity:
Reserved Fund Balance:
Revenue Stabilization Reserve Fund 440.0
Revenue Stabilization Reserve 2014 244.6
Revenue Stabilization Reserve 2015 243.2
Lottery Proceeds Fund 1.2
Water Supply Assistance Grant Fund 12.0
Total Reserved Fund Balance 941.0
Commitments and Assignments:
Reapp. 2013 Unexpended Bal. for Cap Outlay 26.0
Central Capital Planning Fund 12.3
Communication Sales and Use Tax 33.9
Natural Disaster Sum Sufficient 34.5
Amount Required by Chapter 806 2323
Amt. Required for Mandatory Reapp. 134.6
AST for Transportation Trust Fund 21.7
Fed. Portion of Va. Power Rebate/Internal Service Fund 4.8
Virginia WQIF - Part A 264
Virginia WQIF - Part B 5.1
Discretionary Reappropriations 46.1
Federal Action Contigency Trust Fund 225
Select NGF Balances 279.5
Total Committed and Assigned Fund Balance 879.7
Total Fund Equity 1,820.7
Total Liabilities and Fund Balance $ 1,841.1



Recent National and State Economic
Indicators Suggest a Continuing Modest
Economic Expansion ...

Real GDP grew 3.6 percent in the third quarter of 2013, a
significant improvement over growth of 1.2 percent in the first
quarter and 2.5 percent in the second quarter.

Payroll employment grew by 203,000 jobs in November.
Monthly gains have averaged 193,000 over the last three
months.

The unemployment rate fell from 7.3 to 7.0 percent in
November, its lowest rate since November 2008.
— The decline resulted from an increase in household
employment, even as the labor force increased.

In Virginia employment has been growing at about 1 percent.
Payroll employment grew 0.7 percent in October.
— Employment increased 0.3 percent Northern Virginia, 1.5
percent in Hampton Roads and 1.0 percent in Richmond-
Petersburg.

The unseasonally adjusted unemployment rate in Virginia rose
slightly from 5.3 percent in September to 5.5 percent in
October. The rate is unchanged from October of last year.

During the week ending November 30, initial claims for
unemployment fell from 321,000 to 298,000, although initial
claims are volatile around the Veterans Day and Thanksgiving.
The four-week moving average decreased from 333,000 to
322,250.

The Conference Board’s index of leading indicators rose 0.2
percent in October, its fourth consecutive monthly increase.
The behavior of the index is consistent with a strengthening in

underlying economic conditions.
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Recent National and State Economic
Indicators Suggest a Continuing Modest
Economic Expansion (continued)...

Consumer confidence continued to slide in November, as the
Conference Board’s index of consumer confidence fell from
72.4t0704.
— Although both components fell, the expectations
component drove the decline.

Conditions in the manufacturing sector strengthened in
November as the Institute of Supply Management index rose
from 56.4 to 57.3, its sixth consecutive gain.

— This gain is consistent with a slowly growing economy.

Driven by falling energy prices, the CPI fell 0.1 percent in
October from the previous month and stands 1.0 percent
above October of last year, the lowest level since October
2009.
— Core inflation (excluding food and energy prices) rose 0.1
percent and has increased 1.7 percent from October
2012.

According to RealtyTrac, U.S. foreclosure activity for
November declined 37 percent from November 2012.
— Onein every 1,155 U.S. housing units received a
foreclosure notice in November.
— In Virginia, one in every 2,051 households received a
foreclosure notice.

The U.S. personal savings rate fell from 5.2 percent in
September to 4.8 percent in October.

The Federal Reserve announced at its October meeting that
it will keep the federal funds rate target at 0.0 to 0.25 percent
and continue the quantitative easing program.

6



Global Insight’s October U.S. standard
forecast...

Real GDP growth of 1.6 percent in the 4" quarter of
calendar year 2013 accelerating to 2.7 percent in the 1st
quarter of 2014,

— Growth is not expected to be above 3.0 percent until
the second quarter of 2014.

The standard forecast, which was released in the midst of
the federal government shutdown, assumes that:

— The shutdown will last about one week and that the
furloughed workers will receive back pay;

— The debt-ceiling will be raised; and

— The automatic spending cuts (or “sequester”), which
began in March, will continue through the end of the
year. Federal government contributions to real GDP
will continue to decline throughout the forecast
horizon.

The Fed is expected to begin its quantitative easing (QE)
tapering in December and eliminate QE entirely during
2014; the federal funds rate will remain 0 — 0.25% until late
2015.

Global Insight also has two alternative forecasts - a 20
percent probability that the recovery stalls and a 20
percent chance the recovery reignites and grows faster.



The Fall 2013 Consensus Forecasting
Process...

* The Joint Advisory Board of Economists (JABE) met in
October,

— Members were presented the September standard
economic outlook, a forecast that was moderately
weaker than the official economic forecast.

— A majority of JABE members supported the standard
outlook; however, most members felt more comfortable
lowering Virginia's employment growth to 1.0 percent in
FY14. The members also unanimously approved of
maintaining a key assumption that Virginia would
underperform the nation.

— The October standard outlook was adjusted consistent
with these concerns — specifically lowering employment
and wages and salary growth in FY14,

* The Governor’s Advisory Council on Revenue Estimates
(GACRE) met in November.

— Members evaluated JABE recommendations, revenue
collections through October, and the associated revenue
forecasts for FY14 and the FY15-16 biennium.

— At the GACRE meeting, 7 business members voted for
the standard minus forecast — the forecast presented, 2
voted for standard minus-minus, and 1 voted for the
standard forecast.

— Members of the General Assembly who attended had
differing opinions: 4 supported the standard minus, 3
supported the standard plus and 3 supported the
standard minus-minus.
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Since GACRE, the U.S. and Virginia Economic
Outlooks Have Been Slightly Revised...

* Global Insight's November U.S. standard forecast reflects
better-than-expected economic growth since October,
including the advance estimate of 3" quarter GDP growth of
2.8 percent.

— As aresult, in FY14 real GDP is now expected to grow
2.1 percent instead of 1.9 percent, and employment is
expected to grow 1.6 percent instead of 1.7 percent.

* Given GACRE’s support of the standard minus forecast,
JABE adjustments to the Virginia outlook to account for the
standard minus were retained.

Key Virginia Economic Indicators
Official and November Forecasts

Annual Percent Change
Fiscal Year
11 12 13 14 15 16

Employment
Official (Nov '12) 1.0 1.6 1.2 14 2.0 2.0
Nov Standard 1.3 1.0 1.7

Personal Income
Official (Nov '12) 5.6 4.0 3.4 4.1 4.6 4.7
Nov Standard 3.0 2.9 4.3 4.4

Wages & Salaries
Official (Nov '12) 3.6 2.6 3.7 3.9 4.4 4.2
Nov Standard 3.0 2.6 4.0 4.2

Average Wage
Official (Nov '12) 2.5 1.0 2.5
Nov Standard 1.7

2.3 2.2
2.5 2.5

=N
o O

* As aresult, the November 2013 Virginia Economic Outlook
for FY14-16 remains a low growth forecast that is weaker
than last year’s official forecast.
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Fiscal Year 2014 Year-to-Date Revenue
Collections Through November Continue
Along a Path of Slow Revenue Growth...

November Year-to-Date Collections and FY 2014 Forecasts
(annual percent change)

Percent Growth over Prior Year

As a %
of Total Nov YTD Official December |Dec-Jun Req'd
Major Source Revenues Actual Estimate  Estimate Meet Dec Est.
Withholding 63.8 % 3.4 % 54 % 3.3 % 3.2 %
Nonwithholding 15.6 6.6 (5.9) 6.3 6.2
Refunds (10.8) 33.5 6.3 5.1 1.7
Net Individual 68.6 2.5 2.5 3.7 4.5
Sales 18.8 (2.6) (1.0) (4.4) (5.4)
Corporate 5.0 (12.1) 5.4 0.4 4.4
Wills (Recordation) 2.0 (4.7) (10.9) 0.0 3.1
Insurance 1.7 0.0 7.0 10.4 10.4
All Other Revenue 4.0 (1.5) (2.3) (3.8) (5.0)
Total 100.0 % 0.7 % 1.5 % 1.7 % 23 %
Sales x HB2313 & AST 26 % 52 % 1.6 % 1.0 %
Total x HB2313 & AST 1.7 % 2.7 % 29 % 3.6 %

In November, total revenues grew 1.1 as payroll withholding
grew 2.6% and sales tax increased 1.8 percent.
— Present trends in refunds are influenced by the use of Land
Preservation Credits.

—  Wills declined by 21.6 percent — the fourth consecutive

double digit monthly decline.

Total revenues grew 0.7 percent through November, behind the
official estimate of 1.5 percent -- adjusting for HB2313 & AST,
total revenues grew 1.7 percent, behind the economic-base
forecast of 2.7 percent growth.
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The December Revenue Forecast Has
Been Revised Minimally Upward From The
Official Forecast...

Nonwithholding is the main driver of the upward revision to total
revenues for the next three years.

— Exceeded the forecast in fiscal year 2013 by $290.1 million,
thereby raising its revenue base,

— Fiscal year 2014 year-to-date growth is 6.6 percent,
significantly ahead of the annual official estimate of a 5.9
percent decline; and

— Expectations in the financial markets have improved.

Receipts from the recordation tax also contributed to the
increase for the next three years.
— Exceeded the forecast in fiscal year 2013 by $41.0 million,
increasing its revenue base;

Withholding underperformed in fiscal year 2013 and the
estimate was reduced over the next three years.

— Withholding grew 2.1 percent in fiscal year 2013, about 1.2
percentage points or $115.0 million lower than the official
estimate; and

— Fiscal year 2014 year-to-date growth is 3.4 percent,
significantly behind the annual official estimate of 5.4
percent.

Sales tax revenue also trailed the official estimate in fiscal year
2013 and the estimates over the forecast horizon were reduced.
— Sales tax grew 3.1 percent in fiscal year 2013, 1.0
percentage points slower than the official estimate; and
— Fiscal year 2014 year-to-date is down 2.6 percent, behind
the annual official estimate of a 1.0 percent decline.

11



The December General Fund Revenue
Forecast Includes Minor Adjustments for
Fiscal Year 2014...

Decomposition of the December Revenue Forecast
Fiscal Year 2014
(millions of dollars)

FY14

Base Revenue Forecast

GACRE Forecast $56.4
Post-GACRE Adjustments

Sales Tax (16.0)

Total ($16.0)
Policy Adjustments

Sale of Property (10.3)

Total ($10.3)
Technical Budget Adjustments

Miscellaneous Revenue Adjustments (1.0)

Transfers Per Appropriations Act (24.0)

Total ($25.0)
December Forecast Revision $5.1
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The December General Fund Revenue
Forecast For Fiscal Year 2014...

Summary of the December General Fund Revenue Forecast
Fiscal Year 2014
(millions of dollars)

Fiscal Year 2014

As a % of Total
Major Source General Fund Official % Growth ~ December % Growth $ Change
Withholding 618 % | $ 10,8098 54 % $ 10,5852 33 % § (2246)
Nonwithholding 15.1 2,641.9 (5.9) 2,984.3 6.3 3424
Refunds (10.4) (1,827.1) 6.3 (1,807.1) 5.1 20.0
Net Individual 665 % | § 11,6246 25 % § 11,7624 37 % $§ 1378
Sales 182 % | § 31874 (10)% $§ 3,0794 44)% $ (108.0)
Corporate 4.8 839.8 54 799.9 04 (39.9)
Wills (Recordation) 1.9 336.5 (10.9) 3775 0.0 41.0
Insurance 1.6 280.7 7.0 289.4 10.4 8.7
All Other Revenue 3.8 672.8 (2.3) 662.3 (3.8) (10.5)
Total Revenues 969 % | $ 16,941.8 15 % $ 16,9709 1.7 % $ 29.1
ABC Profits 0.4 $ 69.3 19 % $ 70.6 38 % $ 1.3
Sales Tax (0.25%) 2.0 345.6 56.1 334.7 51.2 (10.9)
Transfers 0.8 131.9 (2.4) 117.5 (13.1) (14.4)
Total Transfers 31 % | $ 5468 288 % $ 5228 231 % $  (24.0)
Total General Fund 1000 % | $ 17,488.6 22 % $ 17,4937 22 % $ 5.1

* Total general fund resources, including revenues and

transfers, are $5.1 million above the official forecast for
fiscal year 2014.

13



The December General Fund Revenue
Forecast Also Includes Adjustments for
Fiscal Years 2015 and 2016 ...

Decomposition of the December Revenue Forecast
Fiscal Years 2015 and 2016
(millions of dollars)

FY15-16

FY15 FY16 Biennium

GACRE Revenue Forecast $17,681.4 $18,393.4 $36,074.8

Policy Adjustments

Accelerated Sales Tax (Additional Relief) - (29.9) (29.9)
Increase Neighborhood Ass. Credit (1.0) (2.0) (3.0)
Firearm Transaction Fee 0.9 0.9 1.8
Tax Compliance Initiative 10.0 10.0 20.0
Sale of Property - 10.0 10.0
Unwind NGF Interest Adjustment (3.8) (7.6) (11.4)
Minor (1.4) (1.5) (2.9)
Total $4.7 ($20.1) ($15.4)
Total General Fund Revenues $ 17,686.1 $ 18,373.3 $ 36,059.4
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Summary of the December Standard General
Fund Forecast: Fiscal Years 2015-2016

(millions of dollars)

Fiscal Year 2015 Fiscal Year 2016 2014-16 Biennium
Growth Growth % Growth
Over Over Over
Major Source December  FY14 December  FY15 December  FY14-16
Withholding $ 11,0404 43 %| $ 11,504.1 42 %|$ 225444 8.2
Nonwithholding 3,203.7 74 3,393.6 59 6,597.3 13.9
Refunds (1,885.0) 4.3 (1,965.0) 4.2 (3,850.0) 9.2
Net Individual $ 12,359.0 51 %| $ 129327 46 %|$ 252917 9.5
Sales $ 31757 31 %| § 32567 26 %|$ 64325 2.1
Corporate 816.6 2.1 822.7 0.7 1,639.3 2.7
Wills (Recordation) 377.5 0.0 377.5 0.0 755.0 0.0
Insurance 290.9 0.5 303.1 42 594 1 1.7
All Other Revenue 666.3 0.6 680.6 2.1 1,346.9 (0.3)
Total GF Revenue  $ 17,686.1 42 %| $ 18,3733 39 %|$ 36,0595 71
A.B.C. Profits 70.8 0.3 71.0 0.3 141.8 2.3
Sales Tax (0.375%) 348.9 42 361.1 3.5 710.0 21.7
Transfers Per Act 117.8 0.3 103.3 (12.3) 2211 (12.5)
Total Transfers $ 5375 28 %| $ 5354 (04)%|$ 10729 13.2




