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Dear Directors Hartz and Ramsey:

In accordance with KRS 48.130(4), I am notifying the Legislative and Judicial branches of a revenue shortfall for
the General Fund and the Road Fund for fiscal year 2025-26 based upon an official revision to the revenue estimates
by the Consensus Forecasting Group on September 16, 2025 (attached). The General Fund revenue shortfall is
$305,200,000. The Road Fund revenue shortfall is $82,100,000.

These shortfalls are both below 5%, which activates the General Fund and Road Fund Budget Reduction plans
located in Part VI of the 2024-26 Executive branch budget bill, House Bill 6.

In the General Fund Budget Reduction plan, there is the following provision: “The Governor....., the Chief Justice,
and the Legislative Research Commission shall direct and implement reductions in allotments and appropriations
only for their respective branch budget units as may be necessary, as well as take other measures which shall be
consistent with the provisions of this Part and biennial branch budget bills.”

If you have any questions or need further information, please let me know.

Sincerely,

%\7. Wk,

John T. Hicks
State Budget Director
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Dear Mr. Hicks:

Pursuant to KRS 48.115(2) and KRS 48.120(1), the Consensus Forecasting Group (CFG)
met on September 17, 2025, to adopt an official revision to the enacted General Fund
(GF) and Road Fund (RF) revenue estimates for FY 2026 and to adopt preliminary
revenue estimates for FY 2027 and FY 2028. The estimates adopted by the CFG are listed
in the table below.

Fiscal Year General Fund Road Fund
2026 $15,349,700,000 $1,812,200,000
2027 $15,706,200,000 $1,801,000,000
2028 $16,066,900,000 $1,856,800,000

The official FY 2026 GF revision adopted by the CFG ($15,349.7M) reflects a $305.2
million decrease compared to the FY 2026 enacted GF estimate ($15,654.9M). The
official FY 2026 RF revision adopted by the CFG ($1,812.2M) is $82.1M less than the FY
2026 enacted RF estimate ($1,894.3M).

The preliminary GF estimates adopted by the CFG for the upcoming biennium reflect
below trend revenue growth in FY 2027 and FY 2028. GF revenues are estimated to



increase by 2.3 percent ($356.5M) in FY 2027, followed by 2.3 percent growth ($360.7M)
in FY 2028.

The preliminary RF estimates for the upcoming biennium reflect uneven revenue growth
over the forecast horizon. RF revenues are estimated to decline by 0.6 percent ($11.2M)
in FY 2027. In FY 2028, RF revenues are expected to increase by 3.1 percent ($55.8M)
relative to FY 2027.

In addition to providing estimates for the General Fund and the Road Fund, the CFG
adopted preliminary estimates of the receipts the Commonwealth receives from the
Phase | Tobacco Master Settlement Agreement (MSA). The CFG did not adopt an official
revision for the FY 2026 MSA estimate. The preliminary FY 2027 and FY 2028 MSA
estimates adopted by the CFG are contained in the table below.

Eiscal Year MSA Revenue
2027 $83,700,000
2028 $78,500,000

Inherent in any revenue forecast is the risk that actual receipts may differ from their
forecasted values. The Kentucky economic and revenue forecasts adopted by the CFG
are directly linked to the national forecast provided by S&P Global and represent an
agreement as to the most likely outcome for revenues for the current fiscal year and the
next biennium, given the information available on September 16, 2025.

Sincerely,

(s, e

Bruce K. Johnson, PhD

Chairman, Consensus Forecasting Group

James Graham Brown Professor Emeritus of Economics
Centre College
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