SENATE FI NANCE COWM TTEE
LOG NOTES
01/10/01

GENERAL SUBJECT(S):
Budget Overview. David Teal, Director,
D vision of Legislative Finance

The following overview was taken in log note format. Tapes and
handouts will be on file with the Senate Fi nance Conm ttee through the
21st Legislative Session, contact  465-4935. After the 22nd
Legislative session they wll be available through the Legislative

Li brary at 465-3808.
Time Meeting Convened: Approximtely 9:10 AM
Tape(s): SFC-01 # 1, Side A

PRESENT:

Senat or Donl ey

Senator Kelly

Senat or Aust er man

Senat or Green

Senat or Hof f man

Senat or Lenman

Senator d son

Senat or Ward

XX XXX XX [X[X

Senator W/ ken

ALSO PRESENT:

DAVID TEAL; Director, Division O Legislative Finance

G NGER BLAI SDELL, Fiscal Analyst, Division O Legislative Finance
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SPEAKER

DI SCUSSI ON

CO- CHAI R DONLEY

I nt roduction

Vel come new Commi ttee nenbers: Senat or
Aust er man, Senat or Hof f man, Senator d son
and Senat or \Ward.

17

Budget subcommittee assignnents are being
determi ned and will be announced | ater.
Invite requests from ot her senators who are
interested in serving on a subcommittee.

30

We have been neeting with the House Fi nance
Committee co-chairs to consider options for
begi nni ng the subcomittee process. W

m ght hold joint neetings.

Not e subconmittees neet at different tines,
but will try to hold joint subcommttee
neeti ngs toget her

48

CO- CHAI R KELLY

Wl schedul e guests to give presentations
including the State of the University of

Al aska address by President Mark Ham | ton,
and the Denali Conmi ssion.

59

CO- CHAI R DONLEY

Wel conme returning Commttee nenbers.

SENATOR LEMAN

& eetings and wel cone to new nenbers

72

SENATOR W LKEN

W have a lot of work to do and |’ mready
to start

77

SENATOR GREEN

Found the Committee interesting and an
opportunity to learn

82

SENATOR WARD

W wi |l take many chall enges and turn them
into opportunities. | look forward to it.

91

CO- CHAI R DONLEY

| ntroduce presenter

97

DAVI D TEAL,

DI RECTOR, DI VI SI ON
OF LEGQ SLATI VE

FI NANCE

This presentation is strictly highlights of
the fiscal condition and the governor’s FY
02 budget. This will not bring you up to
“subcomm ttee speed” but will help you be
better listeners to the governor’'s State of
the State and State of the Budget speeches.

104

FY 01 is the final year of the Majority’s
5-year budget plan to elimnate the fisca
gap. The fiscal gap is the difference

bet ween general fund revenues and genera
fund expenditures.

One year ago there was a $1.1 billion
fiscal gap, equaling approxinmately 50-
percent of the budget.

According to Departnent of Revenue’'s Fal
2000 forecast, this gap is gone and there
is a projected $120 million surplus. But
that’s assuming oil prices are $30 per
barrel. Prices are actually lower, in the
| ow $20 and there will not be a surplus.
There is a gap of $528 million shown in the
governor’s fiscal summary.

125

For every dollar change in the price of oi
there is a $65 nmillion inpact on state
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revenue. In FY 01 the price of oil was
approxi mately $30 per barrel, the average
projected price for FY 02 is approximtely
$24, a decline of $6 resulting in a revenue
drop close to $400 million. The renai nder
of that gap is on the expenditure side.

135 The governor’s budget increases $145
mllion in general fund spending over | ast
year. O that amount, $86 nmillion is in the
operating budget, $28 million in the

capi tal budget and $31 million for debt
service.

This does not reflect several things. One
i's reappropriations and other non-

repeat abl e fund sources used | ast year.

$30 in reappropriations, $4 mllion

i nvestment |loss trust funds, $4 mllion in
debt service that woul d have taken fromthe
debt retirement fund, a special Al aska

I ndustrial Devel opnment and Export Authority
(Al DEA) dividend of another $4 mllion

149 Rel ative to FY 01, $200 mllion is the
actual anmount of noney needed to spend to
neet the governor’s request

155 This is not everything. The governor has
prom sed sone bills on school construction
and maj or mai ntenance and a potentia
increase in K-12 education funding. There
is nothing in the budget for gas line

pronotion and there will be other bills as
wel | .
162 The fiscal gap remains the nost significant

| ong-termissue. That deficit is nade up by
wi t hdrawi ng noney fromthe Constitutiona
Budget Reserve Fund (CBR). The bal ance of
that fund projected at the end of FY 01, is
$3.1 billion and includes the $120 mllion
proj ect ed surpl us.

170 WI| probably end the year near zero.

173 Budget deficit of $500 million won't break
the CBR this year. The Departnment of
Revenue is projecting it will last around
five years.

178 Not here to address long-termfinancia
pl anni ng

181 Encourage reading the Swss Arny Knife of
Budget Handbooks

183 Agency books give descriptions of the
transacti ons and summari es agency by agency

188 The covers will be gray (blue) for this

year’s materials, don’'t confuse with | ast
year’'s pink covers

194 We haven’t yet conpiled all the agency
information in the overvi ew publication. W
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expect to finish sonetine next week. That
and ot her reports will be available on our
website. If you want other infornation, ask
200 Governors request includes 904 new

permanent full-time positions, 41 part tinme
and 82 tenporaries. Managenent plan adds
substanti al nunber of new positions since
the Conference Conmttee net | ast year.

207 Conclude. W are available to hel p when we
can.
213 | CO- CHAI R KELLY Where are the major increases in the new

positions? Prior years, with projects such
as the new ferries, we could identify where
nost of those positions woul d appear.

221 | MR TEAL Departnent of Adm nistration adding 170
positions nostly for the change fromthe
Pi oneer’s Homes to Pioneer’s and Veteran's

Hones

112 additional positions to the Departnent
of Corrections for the new jail in

Anchor age.

188 for Departnent of Health and Socia
Services, nostly social workers and
juvenil e detention

229 123 new positions for the University of
Al aska

230 Sone of the remaining departnents are down
slightly, nost are adding 20-40 positions.

SENATOR W LKEN Does the $3 billion CBR bal ance include the
$400 mlIlion set aside from debt service on
school constructi on?

240 | MR TEAL No. This is strictly cash balance. It
doesn’t include $100 million Power Cost
Equal i zati on (PCE) endownent, which was
renmoved | ast year. Mich of debt service
rolls through the Al aska Housi ng Fi nance
Cor poration AHFC. The school construction
bonds were actually funded by diverting
tobacco settl enment noney and has nothing to
do with the CBR It actually reduces the
AHFC di vi dend for non-school debt. For
school debt, it diverts tobacco settl enent
noney, which has been replaced with

strai ght general funds for the Departnent
of Health and Soci al Services.

252 | SENATOR W LKEN Last year, didn't we take $400 mllion and
draw a circle around it, leaving it in the
CBR and asked the Departnent of Revenue to
manage that noney aggressively? W expect
to earn about $35 mllion fromthat defined
fund. Has that happened and do we know what
it has produced?

258 | MR TEAL No. The $400 mllion is still a part of the
principle and is part of the $3 billion. It
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just set aside as sonething that they can
invest with a nore | ong-term horizon.
Because of that, in theory get higher
returns. | don’t know what the returns are
on that portion of the portfolio versus the
entire portfolio.

260 | SENATOR W LKEN I"d I'i ke to know how that’ s doi ng.
You said the $528 nmillion deficit
projection is based on $24 per barrel for

oil. At what production |evel?
MR, TEAL Roughly, one mllion barrels per day.
258 | CO- CHAI R DONLEY There is an estimate fromthe Departnent of

Revenue that they are anticipating
production increases next year that woul d
I ncrease the anount that each dollar per
barrel is worth.

271 | SENATOR LEMAN Concern with governor’s proposal, we | oose
al nrost all the progress nmade in the | ast
five years. Wuldn't also be true there
wi Il be other cost increases other that
what has been identified, because of one-
time funding sources used | ast year.

281 | MR TEAL Yes. For exanple PCE was short-funded
approximately $8 million and doesn’t appear
in the operating budget this year. The way
t he endowrent works, will fund nore in
future years than in the first year

because the noney didn't get into the fund
soon enough, plus other timng issues. That
$7.8 million is in the capital budget.
There are a nunber of non-repeatable fund
sources, sone | already nentioned.

Al so, the AHFC dividend is stated at $103
mllion, but approximtely $52 million of
that goes to capital projects and nmuch of
the rest goes to their own debt service.
The amount of noney that is flexible for
the legislature is down from $17-30 mllion
in past years, to only $6 mllion of un-
ear mar ked AHFC noney and that is put into
the debt retirenent fund this year.

Li ke | ast year, but |ast year there was $15
mllion.

Sonme of these itens are included in that
$200 mllion figure | gave you.

We haven’'t rolled everything together yet,
so |l can’t tell you exactly where we are
yet. WII take another week or so to cone
up with a fiscal summary that gives firmer

figures.
207 | SENATOR LEMAN Looki ng forward to seeing that.
309 |CO CHAIR KELLY My question was answered.
310 | CO- CHAI R DONLEY Thank M. Teal. Look forward to detai

report as well to see what actually is
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contained in the governor’s budget.

318

Adj ourn 9:26 AM
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