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Today’s Discussion . ..

Goal: Provide a sense of the moving parts related to this session’s
budget discussion

* FY 19 challenge

* Governor’s proposal

 How compares to current fiscal year (FY 18)
What it means

Some other budget stuff



FY 19 UGF Revenue & Governor’s Spending

UGF Only (in millions) FY 19

Revenue 2,085.8 Basically ADOR forecast: 526,000 b/d at
S57/barrel

Spending - Governor's Proposal
Agency Ops & Formula 3,916.4

Statewide 514.3
Capital budget 150.1
4,580.8

Surplus/(Deficit) (2,495.0)

Above excludes oil/gas tax credits, S425M proposed to be funded from CBR (see slide 13), any transfers, PFD



Available Reserves to Help Fill $2.5B Deficit

Reserve Funds Available Beginning of FY 19

(in millions)
Constitutional Budget Reserve 2,187.7
Statutory Budget Reserve 172.4
Total 2,360.1
Amount of UGF Deficit -2,495.0
Surplus/(Deficit) -134.9 After spending reserves down

to zero



Budget Proposals That Require Legislation

* 1.5% Payroll Tax (HB 281/SB 139) to generate S800M over 3 years to
fund capital projects (HB 282/SB 140)
* FY 19 revenue of $200 M; spends $280 M

* Biennial budget (HB 283/SB 141)
* Cuts legislators pay if fail to pass budget 90 days

* No funds requested to pay $206M in statutory minimum purchases of
oil and gas tax credits
* Instead, debt financing legislation is awaiting introduction



The Result: Governor’s Budget Package

UGF Only (in millions) FY 19
Revenue
PF earnings 2,700.0 5.25% POMV; includes $819.0 for PFD
Payroll tax 160.0 To fund "Economic Recovery Act"
Motor fuels tax 40.0
Other revenues 2,115.7
Total Revenue 5,015.7

Spending - Governor's Proposal

PF Dividends 819.0
Fiscal notes 29.0
"Economic Recovery Act" 280.0
Other spending 4,580.8
Total Spending 5,708.8
Surplus/(Deficit) (693.1)

Senior Benefits, Public School Trust, Debt
for oil/gas credits

CBR & SBR balances still available



Increases, Shortfalls, Other Issues

e S170M UGF for FY 18 supplementals
* S100M for Medicaid; corresponding $127M UGF increase in FY 19

e Retirement system contribution shortage

* Governor anticipates $61M savings ARM Board setting new percentage and
S25M in savings from proposed change to retiree Rx program

* S34M increase for “Public Safety Action Plan”
* S4.8M troopers, prosecutors
* S18M substance abuse treatment

e S11M corrections
* S500k public defenders



Is Spending Up or Down?

OMB's "Transparency Report" S150M below FY 15

OMB's Fiscal Summary S257M below FY 18 Management Plan +
Supplementals

Leg Finance's Fiscal Summary S$287M increase above FY 18 Management Plan +
Supplementals

Cheryl's "Back of the Napkin" S176M increase above FY 18 Management Plan +
Supplementals



Counting the Beans Has Gotten Way More Challenging . . .

State of Alaska Fiscal Summary

($ muions)
FY06 Authorized FY07 Governor's Budget GF
1 |REVENUE (Exciudes Permanent Fund Eamings) GF Federal Other Total GF Federal  Other Total Change
2| L Fund F (1 26640 26640 31393 31393
4 | Bond Proceeds and Other Borrowing (2) 330.2 3302 89.3 89.3
5| Corporate Dividends (3) 114.9 1149 105.2 105.2
6 | Retained Corporate Dividends (3) (59.9) (59.9) (31.9) (31.9)
7 | Federal and Other Funds 27878 830.3 7.8%40 2,893.8 10589 39527
8 Total Revenue| | 2,664.0 27878 12655 67173 31393 28938 12213 72544
9 |APPROPRIATIONS
10 |Operating 22255 1.6832 10224 49310 31314 18007 10391 59711
11 | Agency Operations (Non-Formuia) & RPLs 13108 825.2 135621 3.493.1 1,509.7 8458 144838 38043
12 | Formuila Programs (4) 12575 816.0 148.6 22221 14459 915.0 109.8 24707
13 | Debdt Service 531 8.0 241.2 3024 747 9.7 2433 327.7
14 | Fund Capitaiization (396.0) 339 15.3 (346.8) 733 30.1 40.1 1435
15 | New Legisiation 0.0 278 2738
16 | Duplicated Authortzation (5) (744.8)  (744.8) 0.0 0.0 (802.9)  (802.9)
17 |Capital 3387 1.102.0 2387 16794 4321  1,0931 1823 17075 934
18 | Project Appropriations & RPLs (Revised Programs) 3322 1,102.0 198.1 1.6323 4291 1.083.1 1095 16318
19 | Mental Health Projects 6.5 0.0 56 121 30 0.0 3.9 6.9
20 | Projects Funded with Debt Proceeds 308.2 308.2 0.0 0.0 2124 212.4
21 | Duplicated Authorization (5) (2732) (2732) (1435)  (143.5)
2 Total Authorization (unduplicated)| | 2,564.2 2,7851 1,261.0 6,610.4 ||3,563.5 2,893.8 1,221.3 7,678.7
23 |Surplus (Draw From CBR) at Session End 99.8 (424.2)
24 |ADJUSTMENTS TO REVENUE
25 | Fall Revenue Forecast (Increase of $15.84/bbl) (1) 11457 1,1457
26 | Publc Education Fund used In Subsequent Fiscal Year (€) 416.8 4168 34 34
27 | Other Camyforward from FYOS (6) 415 0.9 45 470
28 Total Revenue 4,.268.1 (%] 45 42735 31427 0.0 0.0 31427 | (1.1254)
29 |ADJUSTMENTS TO AUTHORIZATION
30 | Publc Education Fund used in Subseguent Fiscal Year (€) 416.8 41638
31 | Otner Camyforward from FY0S (€) 415 0.9 45 470
32 | Suppiemental Placehoider 60.0 €0.0 60.0 0.0 0.0 60.0
33 Total Authorization (unduplicated)| | 3,082.6 2,786.0 1,265.5 7,134.2 ((3,623.5 2,893.8 1,221.3 7,738.7 540.9
34 (Revised Surplus (Draw From CBR) 1,185.5 (480.9)
35 |Governor’s Proposed Uses of the Surplus
35 | Supplemental Appropriations (7) 180.0 180.0
37 | Publc Education Fund to be used In FYD7 565.0 565.0 (565.0) (565.0)
33 | Gas Plpeline Ownership (7) 400.0 400.0
39 Total Authorization (unduplicated)| | 4,227.6 2,786.0 1,265.5 8,279.2 (| 3,058.5 2,893.8 1,221.3 T7,473.7
40 |Revised Surplus (Draw From CBR) 40.5 84.1
41 [ Permanent Fund Dividends 610.0 6100 795.0 7950
42 | Deposits to Permanent Fund Principal 1.7 901.0 902.7 0.0 691.0 €31.0
43 | Capital Income Fund 30.0 300 28.0 28.0
44 [TOTAL WITH PERMANENT FUND 4,2276 2,787.8 2,806.5 9,821.9 ||3,058.5 2,893.8 2,735.3 8,687.7
Notee:

(1) Revenue assumptions are from the Fall 2005 Revenue Sources Book. The of forecast is 555 million bameis per day at §57.30 per bamre! In FYDS and 843 mbd at $43.20 per bare! In FYD7.

(2) Money borrowed for FYDE projects and debt senvice Includes $52.1 millon in revenue bonds, §138 million in Airport bonds, $20.4 million In COPs, $85 millon in ASLC bonds

and $20 milion In Iine of credit. The FYO7 budget Includes $89.3 millon In funding from of the tobacco revenue stream, which reduces fuure revenue.

(3) Corporate dividends Include funds made avaliabie 10 the State by the boards of AHFC, AIDEA, and ASLC. Dividends retained by AHFC for debt senvice on state capital project bonds are subtracted.

&) Froe for formeda progr exclude $416 milion FYDS of the Public Fund (Ine 25) that was used for K-12 education In FYDE. That amount reduces fund capRalization
{on line 14) by $416 milion. FYO7 appropriations for formula programs exciude §$555 million of FYDS capitalization of the Public Education Fund. That amount Is shown on Ine 37.

(5) Duplicated authortzations are In the budget twice, such as when funds flow in and out of a holding Sccount of one agency pay's another for services provided.

(€) Money appropriated In one fscal year for use In later fiscal years shows as 10 revenue and

(7) The Govemor has not yet provided detalis on the how this money IS to be used.
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State of Alaska Fiscal Summary--FY18 and FY19 (Part 1)

(8 maibomm)
FY18 Managemnent Plan + Gowernors Supplesnental FY13 Gowernor Chaape b Ua9
Tetal O g tet Tetal
Cenermal | Omer State Federal Caner s Foder s
L Fomts Mecapts o Fomts Fomds Fomts Receigts Al Funds s -
REVENUE 28658 | 1,0023| 38681 727.6| 39655 | 85612 8347 | 5650.1 7410 | 3,670.5( 10,061.6 | | 1,949.6 | 68.0%
Uttt Clermerd Fued R Dwe 17F L) 20818 - 20818 - - - 20471 - - 2,047 1
P e Adustrments (2) - - - - - - (17 8) - - (.
Foydie Beyond 25% Constiutiond Dedicatien (9 - - - - - - Eo - - - s
Parcant of Madot Viakie Paycdt fram ERA for Govemment - - - - - - 19907 - - 1907
Parcant of Mardot Vakie ot from ERA for Dvidends - - - - - - ansy - - as9
Trsnafer fram ERA for DMdunds (FY 2 nao - TE0.0 - - - - - - -
Camyforwied, R b, ard R it 242 *0 22 - o8 - - - - -
Pl rictud Roverne (5 - 967 3 967 3 28 19649 AT a7 M10 3805 5248 2
APPROPRIATIONS
TOTAL OPERATING APPROPRIATIONS 42205 960.5| 5,1809 6620 | 27771 86201 44307 T96.5| 52272 6409 2,660.1 8,528.3 210.2 5.0%
Agency Operations 37511 9127 | 46638 |  SB31 . L 39164 TI42 | 46907 S8I3| 26322 79102 | 653 445
Cormet Fisc sl Y aur Appropdascmm Arsie e 4863 8 S8 1 21805 19984 2994 Iraz As®0 7 ;7 2802 J.9%2 jes 3 44%)
Agurcy Operatona (Noo-F camda) 17837 EEEd 28402 S5 4 982 AT 18257 7231 25438 748 @13 4,084 2 <0 24%)
o then and Pugd ton (Famuk) 1258 - 125 o0 8 12983 1249 - 124009 233 08 1.204 0 =5 DA%
i Serdom (F [ w42 0.5 S84.7 CR] 11889 1r®S 8914 a9 B3 T4 1.584.0 2238 1272 25%
Ohver Formuda Progams “rry =7 208 4 - 1009 avs 104 sa2 107 (1an 080 =7 18 12%
Flevin et Pr oy e Lagbdathely Agprowat (FFLa) - - - 10 SM3 S$23 - - - - - - -
Do o tea? A thy et cx (v ~at A ) 19 - - - rEe 1 - rEe 1 - - - ey - ey -
Statewide Homs 469.4 478 5171 790 276 623.7 5143 23 536 6 536 279 6181 449 9.6%
Cormet Fracdl Y aur Appeoodatcomm Yy a8 sira ™o o) [F=¥] Su3 223 S35 s38 ) [T K] M9 28%
Dulbt Servioe D94 X 228 0 2.7 52 306D 2018 222 2238 412 52 2% 3 ga 37%
Fud Cagislogion a7 0.1 09 a2 A 1ms a“z a1 as a4 27 ™9 (40 54.0%
Carmvrmunty Axxicis s aoc - a0 - - ac - - - - - - ac -100 0%,
QY & Gz Proctaction Tax Creds oo - wo - - oo - - - - - - L] -1000%
PEAA Scivood Parnd 40 - El.] - - 408 »nT - »nT - - AET (42 ) A%
Pt taeaton Mund (7.Q - g ] - - (e - - - - - - 170 -100.0%,
Ot Parad © xr o 22 a2 24 ns 20 ar e a4 227 312 -13%
Sttt Poayererts to Pt mant S yatare sas =0 ws - - s 2m0 - 2m0 - - m.o 1005 S 7%
Satgmens, Chirs and S ethuments a7 57 - - 57 - - - - - - =] -1000%

P - - - 4.4 - 144 - - - 129 - 199 -

TOTAL CAMITAL APPROPRIATIONS 1320 28.2 1602 656 | 11884 14141 1501 247 1748 1000 1,010.4 1.285.2 18.1 13.7%
im:xnmmmm & RFLa 'gég gé 802 8 11884 FETE] 01 AT ™2 ov.4 208 2 -1 nry
L R e I L) - - - 9.8 - e - - - 328 - =8 -

o sources) (7) a0 =7 T T R 14 7447 | 507 T47 T TZE | 7,000 4 7,97 & | 3] =T
Pro-Pormanent Fund Authorization mnamcans || 43525 | 9886| 53411 | 7276 39655 | 00342 || 45807 | @212| 54000| 7410| 36705 asias| | 2283
—_—— — = - —
Pearmanent Fund Eamings Reserve 7600 - 7600 - - 7600 8189 - 8189 - - 818.9 58.9 7.7%

Pramanent Fund O derds ™a0 - TED 0 - - TE00 ] - ] - - FEr] =9 T71%)
|nhnm Procfng Deposts to Prindpl from the ERA - - - - - - 23080 - 23980 - - 2380

Biton Procdog Ouwpesds from ERA e Priodoal - - - - - - (23980) - (23980) - - 2 am o)
Pro-Transfors Authorization unaspicases 5125 988.6 I 6,1011 T727.6| 39655 I 10,7942 53996 821.2 I 62209 7410 | 36705 I 10,6324 287.2 5.6%
Pru-Trwen bur Balence to/framn) the CBRSER (8 Fewerse Covers SE1%| of Agpreprivtion Fveanve Covers 89_2% | of Apgroprlath

Jwraamry 6 200

Fund Transfers (9) 64.6) 13.7 (509)] - - (50.9) 212) 13.4 738) - - 7-8)] 43.4| -672%
Caroect Fiscl ¥ our Tenoafecy — 4| 7 z z £509)) gzx 134 ﬁ“ z = x| L4 A22%)

U e gy o Dt s v s (Al sdos Housing Capltd Carg) - - - - - - a) - a) - - ] @8

Sttory Buadget Russerwe Fumnd 9s8) - 5.8 - - =8) - - - - - - *xa -100.0%,

Of & Hasardous Sulbstance Fund 159 22 =1 - - X “sa 19 w5 - - s (13 a42%

Furewsbie Enagy Fund - - - - - - - 10 10 - - 1.0 -

v A A - 0s 0s - - 0s - 108 0s - - 0.S -

Al Coplad hoome Fund 151 - *.1 - - %1 (340) - (4.0) - - (o) 201 1wl
Post-Trans fors Authorizaion (undupiic s 50479 | 10023 I 6,0502 T727.6| 39655 | W0,7433 53784 8347 I 62131 7410 | 3670.5| 106246 3305 6.5%
Poss-Transber Bale ol am) the CBRSBR (8 182 i~ Covers SEEN| of Agprprinth Fovenve Covers 5 9% | of Approprlat

10



State of Alaska Fiscal Summary--FY18 and FY19 (Part1)
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Translating Budget Speak . . .

e “Capacity Budget”
* To help with “timely” passage of budget (or, not have to send out pink slips),

Governor proposes to fund department budgets, debt service, capital budget
from fund sources that require majority vote

e S425M in funding would come from CBR, which requires % vote
g q

» Contribution to retirement accounts, REAA school construction, $27M in oil and gas tax
credits, some debt service

* Compares to practice of open-ended appropriation from CBR for entire budget



More Budget Speak . . .

* OMB New “Budget Transparency Report”

Counts spending that uses one-time funding for recurring program costs
Reclassifies previous UGF to DGF so it would appear as a budget “cut”
Counts supplementals in year used/not appropriated
Reappropriations—counts new purpose spending in year being spent

* Leg Finance’s “Misused Fund Transactions”

* Funds used outside of statutorily designated purpose

* FY 18 $S63M was used in this way; $34M proposed in FY 19

» Alaska Scholars fund used to fund WWAMI, State Library operations, Retirement System
contribution



Steps in Right Direction

* Lease cost savings through space consolidation

e Shared Services
o IT
 Commodity purchases

* No COLA in new collective bargaining agreements
e State employees sharing in cost of health insurance



In the end, the bottom line?

For first time in many years, not enough in CBR to cover the deficit

PF earnings alone (after paying a dividend) aren’t even enough to
cover the deficit

Proposed Payroll Tax increases the deficit because it, and more, is
spent on capital projects

If use PF earnings--and spending is restrained—CBR may help cover
deficit for about 3 years

The challenge: enough votes to make real cuts that
reduce footprint of government.



Other Reserve Accounts

Projected Balances - Beginning of FY 19

(in millions)
Power Cost Equalization Endowment 979.8
Alaska Higher Education InvestmentFund 339.4
Community Assistance 90.0

Total 1,409.2




