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A g e  4 5

2 0  y e a r s  o f  s e r v i c e

a n n u a l  a c c r u e d  b e n e f i t  o f  $ 1 8 , 0 0 0

S a l a r y  $ 4 0 , 0 0 0

WILLIAM M. -

M E R C E R



2 %  o f  $ 4 0 , 0 0 0  t i m e s  1 0  y e a r s $  8 , 0 0 0

■ ' ■ •
2 . 5 %  o f  $ 4 0 , 0 0 0  t i m e s  1 0  y e a r s  =  $ 1 0 , 0 0 0

S u m =  $ 1 8 , 0 0 0

/  y e a r  f o r  l i f e

WILLIAM M .

M E R C E R
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A c c u m u l a t e  $ 2 1 0 , 0 0 0  d u r i n g  

t h e  e m p l o y e e ' s  2 0  y e a r  c a r e e r

WILLIAM M.

M E R C E R Retirement





WILLIAM M .

M E R C E R Retirement

S u m  o f  b e n e f i t  v a l u e s  f o r  e a c h  s y s t e m  p a r t i c i p a n t



Accrued Liability

A l l  r e t i r e e s

A c t i v e  e m p l o y e e s  p a s t  s e r v i c e

WILLIAM M . -

M E R C E R

Future Normal Costs

A c t i v e  e m p l o y e e s  f u t u r e  s e r v i c e

9 Retirement
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Accrued Liability
A s s e t s

Future Normal Costs
$

2 5  y e a r  

a m o r t i z a t i o n  

o f  u n f u n d e d  

l i a b i l i t y  ( p a s t  

s e r v i c e  c o s t )

U n f u n d e d

L i a b i l i t y

N o r m a l  C o s t  f o r  t h e  

c o m i n g  y e a r
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•  S a l a r y  i n c r e a s e s

•  M e d i c a l  i n f l a t i o n

•  E m p l o y m e n t  p a t t e r n s

•  C o s t  o f  l i v i n g  a d j u s t m e n t s

•  O t h e r s

W I L L I A M  M.
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P o l i c e / F i r e

25

Hire

3 5  y e a r s  o l d  

1 0  y e a r s  p a s t  s e r v i c e  

$ 4 0 , 0 0 0  s a l a r y  a t  r e t i r e m e n t

45 55

Current A g e Retires

Current A g e Retires

O t h e r s :  3 0  a n d  o u t

P o l i c e / F i r e :  2 0  a n d  o u t
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WILLIAM A/I.

M E R C E R

3 5  y e a r s  o l d  

1 0  y e a r s  p a s t  s e r v i c e  

$ 4 0 , 0 0 0  s a l a r y  a t  r e t i r e m e n t

35 45

Hire Current A g e

55

Retires

P o l i c e

2

/ F i r e

5 :15 '

$27

5 5

,000

5

^  %

Hire Current A g e

A n n u a l  B e n e f i t s :

Retires

$18,000

Others: 2 %  for first 10 years

2 . 2 5 %  for next 10 years 

2 . 5 %  thereafter

Police: 2 %  for first 10 years

2 . 5 %  thereafter

/

>

>  6 7.5% after 30 years

► 4 5 %  after 20 years

14 Retirement



WILLIAM M .

M E R G E R

E x a m p l e : 3 5  y e a r s  o l d  

1 0  y e a r s  p a s t  s e r v i c e  

$ 4 0 , 0 0 0  s a l a r y  a t  r e t i r e m e n t

Hire

P o l i c e / F i r e

25

Current A g e

Hire Current A g e

L i f e  E x p e c t a n c i e s :

Retires

At age 55, about 28 more years 

At age 45, about 38 more years

$27,000 x 28 =  $756,000 

$ 1 8 , 0 0 0 x 3 8  =  $684,000

15

Retires

$756,000

$684,000

Retirement
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E x a m p l e ;

Hire

P o l i c e / F i r e

25

Hire

3 5  y e a r s  o l d  

1 0  y e a r s  p a s t  s e r v i c e  

$ 4 0 , 0 0 0  s a l a r y  a t  r e t i r e m e n t

35

Current A g e

Current A g e

45

Retires

$210,000

Retires

$290,000

F a c t o r  i n  i n t e r e s t  t o  g e t  v a l u e  a t  r e t i r e m e n t :

At age 55, divide by 2.62 

At age 45, divide by 3.26

$756,000 / 2.62 =  $290,000 

$684,000/3.26 =  $210,000

WILLIAM M.

M E R C E R 16 Retirement
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E x a m p l e ;

Hire

P o l i c e / F i r e

3 5  y e a r s  o l d  

1 0  y e a r s  p a s t  s e r v i c e  

$ 4 0 , 0 0 0  s a l a r y  a t  r e t i r e m e n t

Current A g e  

$60,000

$95,000

Retires

$290,000

$210,000

W h a t  d o  y o u  h a v e  t o  i n v e s t  n o w ?  ( A t  8 . 2 5 % )

20-year interest factor is 4.83 $290,000 / 4.83 =  $60,000

10-year interest factor is 2.21 $210,000 / 2.21 =  $95,000

W ILLIAM M.

M E R C E R 17 Retirement
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E x a m p l e : 3 5  y e a r s  o l d  

1 0  y e a r s  p a s t  s e r v i c e  

$ 4 0 , 0 0 0  s a l a r y  a t  r e t i r e m e n t

$27,000 

Hire Current A g e

$54,000

Retires

P o l i c e / F i r e

25

$30,000

Hire Current A g e Retires

H o w  m u c h  d o e s  t h e  e m p l o y e e  c o n t r i b u t e ?
Values at current age, taking interest into account.

Past_________Future

_____________ Others (6.75%) $42,800 $28,200 O th e r s  is  $ 1 ,9 0 0  m o r e

Police/Fire (7.5%) $47,600 $21,5C0

W ILLIAM A/l

M E R C E R 18 Retirement
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Sta te  F isc a l  O u t l o o k  Fo r  FY 2 0 0 2 — January  U pd a t e

The downward spiral in state fiscal conditions continues, with nearly every state reporting a 
budget gap. A January 2002 survey conducted by the National Conference of State Legislatures 
(NCSL) revealed that although the bulk of the problem is on the revenue side of the ledger, a 
growing number of states are facing spending overrruns.

This report is based on information collected from legislative fiscal directors in late Januaiy. 
It covers the revenue and expenditure situation through December 2001, with January updates when 
they were available. While most o f this report addresses budget problems in FY 2002, it also takes a 
look at fiscal developments affecting FY 2003 budgets.

These are the highlights of NCSL’s January survey update:

• Revenues continue to be anemic. Forty-five states and the District o f Columbia report that 
revenues have failed to meet budgeted levels.

•  Nearly half the states have revised their FY 2002 revenue forecasts down. In eight of these, 
revenue collections are failing to meet the revised levels.

• Five states— Louisiana, North Dakota, Texas, West Virginia and Wyoming— report that 
revenues are on or slightly above target. Wyoming has revised its forecast up slightly, due to 
higher than anticipated sales and use tax revenues.

• Twenty-eight states and the District of Columbia report that spending is above budgeted 
levels. Medicaid is over budget in 23 states, with another five expressing concern that it 
could exceed budgeted levels in coming months.

• O ther programs exceeding budgeted amounts include temporary cash assistance, mental 
health, corrections, state employee health plans, education, security and prescription drug 
assistance for the elderly.

• At least 30 states have implemented budget cuts or holdbacks to address fiscal problems in 
FY 2002. Another nine report that cuts are possible before the fiscal year ends.

• Most state programs have been affected by budget cuts. The magnitude of budget gaps has 
been significant enough that even programs that often are spared from cuts, such as K-12 
education, have been reduced in some states.

•  Fifteen states and the District of Columbia already have tapped reserve funds to help balance 
their FY 2002 budgets. Another 10 states may tap reserves. At least eight states have or will 
consider tapping tobacco settlement funds.

• Thirty states have implemented belt-tightening measures. At least seven states have delayed, 
reduced or canceled capital projects. Several others have shifted financing for these projects 
from general fund support to bonds. At least two states have refinanced outstanding debt.

•  O ther measures enacted or under consideration to help balance the FY 2002 budget include 
hiring freezes, redirecting special fund revenues into the general fund, boosting gaming

National Conference o f State Legislatures



revenues, delaying scheduled tax cuts and increasing state employee contributions to health 
care plans.

• Two states—Arizona and California— will address FY 2002 budget problems in special 
sessions that run concurrently with regular sessions. Oregon, which is not scheduled to meet 
in regular session this year, expects to hold a special session to address growing budget 
problems.

• At least 37 states and the District of Columbia face potential budget gaps in FY 2003. Most 
of the projected budget shortfalls are due to weak revenues and increasing costs in program 
areas like Medicaid and K-12 education.

• Tax proposals to help balance FY 2003 budgets are under consideration in 19 states.

State Fiscal Outlook For FY 2002— January Update

Table 1. Key Fisc 2 Developments in FY 2002 
January Update

Key Fiscal Developments
October 2001 

(Number o f States)
November 2001 

(Number o f States)
January 2002 

(Num ber o f States)
Revenues below projections 44 44 46
Expenditures over budget 17 22 30
Budget cuts or holdbacks 28 36 39
Use o f reserves 20 24 26
O ther measures to balance the budget 14 22 30
Source: National Conference o f State Legislatures, October 2001; Updated November 2001 and January 2002

©  2002, National Conference o f State Legislatures. This document may not be reprinted w ithou t permission.



State Fiscal O utlook For FY 2002—-January Update

T a b le  2 . S ta te  S p e n d in g  a n d  R e v e n u e  S ta tu s  
J a n u a ry  U p d a te

S p e n d in g  o v e r ru n s  a n d  lo w e r  th a n  e x p e c te d S p e n d in g  o n  ta rg e t  a n d  lo w e r  th a n  e x p e c te d

re v e n u e s  (2 8  s ta te s  &  D .C .) re v e n u e s  (1 7  s ta te s )

Alaska Massachusetts Alabama New York
Arizona Michigan Arkansas Ohio
Connecticut Mississippi California Pennsylvania
District o f  Columbia M ontana Colorado South Carolina
Florida Nebraska Delaware South Dakota
Georgia Nevada Minnesota Tennessee
Hawaii New Jersey Missouri Utah
Idaho New Mexico New Hampshire Vermont
Illinois N orth Carolina Wisconsin
Indiana Oklahoma
Iowa Oregon
Kansas Rhode Island
Kentucky Virginia
Maine W ashington
Maryland

S p e n d in g  o v e r r u n s  a n d re v e n u e s  o n  ta rg e t S p e n d in g  a n d  r e v e n u e s  o n  ta r g e t
(o n e  s ta te ) ( fo u r  s ta te s )

Louisiana N orth Dakota 
Texas
W est Virginia 
W yoming

Source: National Conference o f State Legislatures, January 2002

3
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State Fiscal Outlook For FY 2002— January Update

T a b l e  3 .  FY  2 0 0 2  E x p e n d i t u r e  U p d a t e  
J a n u a r y  U p d a t e

State
O n Target

Yes No Programs Over Budget
Alabama ✓

Alaska ✓ Medicaid and anti-terrorism highway security
Arizona ✓ Medicaid
Arkansas ✓

California
Colorado ✓ Medicaid a concern
Connecticut ✓ Social services, state employee health care, corrections, education
Delaware ✓ Medicaid and state employee health insurance are concerns
D istrict o f 
Columbia

✓ Medicaid, education, p jb lic  safety, mental health

Florida ✓ K-12 education
Georgia ✓ Medicaid
Hawaii ✓ Children’s mental health program, various other programs
Idaho ✓ Medicaid
Illinois ✓ Medicaid, state group insurance, prescription assistance for the elderly, security
Indiana ✓ Medicaid
Iowa ✓ Medicaid
Kansas ✓ Medicaid, welfare, mental health, foster care, adoption services, local district grants, 

corrections
Kentucky ✓ Medicaid
Louisiana ✓ Various programs including security costs
Maine ✓ Various programs
Maryland ✓ Medicaid, mental health, temporary cash assistance
Massachusetts ✓ Medicaid, public safety’ and welfare
Michigan ✓ Medicaid and welfare
Minnesota K - 12 education costs a concern
Mississippi ✓ Medicaid, corrections, mental health
Missouri ✓

Montana ✓ Medicaid, other human services, corrections
Nebraska ✓ Various programs
Nevada ✓ Medicaid and T A N F
New Hampshire
New Jersey ✓ Property’ tax rebate program, state employee health benefit plan, prescription drug 

programs, NJ Family Care Program
New Mexico ✓ Medicaid
New York ✓

North Carolina ✓ Medicaid
North Dakota ✓ Medicaid a concern
Ohio ✓ Medicaid a concern
Oklahoma ✓ Medicaid
Oregon ✓ Medicaid, T A N F , adult corrections
Pennsylvania V
Rhode Island ✓ Medicaid, cash assistance, prescription benefit for elderly, others
South Carolina V
South Dakota ✓

Tennessee ✓
Texas ✓

Utah ✓

Vermont ✓

Virginia ✓ Medicaid, children’s health program

4
©  2002, National Conference of State Legislatures. This document may not be reprinted without permission.



State Fiscal Outlook For FY 2002— January' Update

T a b l e  3 .  F Y  2 0 0 2  E x p e n d i t u r e  U p d a t e
J a n u a r y  U p d a t e

O n Target
State Yes No Programs Over Budget
Washington y Medicaid, corrections, firefighting, K-12 education, others
West Virginia V

Wisconsin ✓ Medical assistance a concern
Wyoming y
Total 21 30
Source: National Conference o f State Legislatures, January' 2002.

5
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State Fiscal Outlook For FY 2002— January Update

T a b l e  4 .  B u d g e t  C u t s  o r  H o l d b a c k s  to  B a la n c e  F Y  2 0 0 2  B u d g e t s
J a n u a r y  U p d a t e

State N o Yes Possible Notes

Alabama ✓ The Education Trust Fund shortfall was covered by S20 m illion in budget 
cuts. Cuts were made in discretionary funds targeted to the school bond 
authority' for capital projects.

Alaska ✓

Arizona y Budget cuts totaling S200 m illion were approved during the special session 
in late 2001.

Arkansas y Across-the-board cuts were triggered. K-12 education, human services and 
corrections were hit hardest.

California ✓ The governor proposed S2.2 billion in FY  2002 reductions. The largest 
share (about $843 million) comes from K-12 education.

Colorado y The governor asked state agencies to cut 1 percent from their budgets. 
Policymakers are trying to protect K-12 education, Medicaid and other 
h r man service programs.

Connecticut y The governor reduced budget allotments by $20 m illion early in the year.
Delaware y Most state agencies have been ordered to reduce spending by 2 percent. 

There are some exemptions, most notably the Department o f  Children, 
Youth and Families.

District o f 
Columbia

y

Florida y Cuts in excess of $1 billion were spread a,, mss all spending areas.
Georgia y The governor requested budget cuts ol e.,5 percent for this year. Education 

and T A N F  are protected.
Hawaii y The governor ordered a I percent restriction on agency spending that is 

saving $16.5 million in FY 2002.
Idaho y The governor’s spending order set to expire Jan. 31 is likely to be made 

permanent. It requires a budget holdback o f 2.5 percent for K-12 education 
and 3 percent for all other government entities.

Illinois y State agencies have been asked to hold back 2 percent o f their general fund 
allocation.

Indiana y The governor directed state agencies to cut budgets by 7 percent. A  few 
areas, such as emergency services, are exempt.

Iowa y The governor implemented a 4.3 percent across-the board cut (about $203 
million). In a special session Nov. 1, 2001, the legislature restored funds to 
K-12 education, public safety, public defense, community colleges and 
corrections.

Kansas ✓ Although the governor has not made spending adjustments, the Senate 
passed a 2 percent across-the-board recission bill (exempting K-12 
education and cutting higher education by I percent).

Kentucky' y Agency-specific budget cuts totaling $533 m illion were approved last fall. 
K-12 education was protected.

Louisiana y
Maine y The governor issued an executive order to constrain spending. School 

subsidies, retirement funds and debt service arc exempt.
Maryland y The governor has reduced some operating expenses. About half o f state 

programs are exempt, including public safety and direct care. So far, K-12 
education has been preserved.

Massachusetts y Proposals to address the projected $1.5 billion budget gap include $S()() 
m illion in reductions. The state is considering an additional $189 m illion in 
reversions.

Michigan y

6
©  2002, National Conference of State Legislatures. This document may not be reprinted without permission.



State Fiscal Outlook For FY 2002— January Update

T a b l e  4 .  B u d g e t  C u t s  o r  H o l d b a c k s  t o  B a la n c e  FY  2 0 0 2  B u d g e t s
J a n u a r y  U p d a t e

State No Yes Possible Notes

Minnesota ✓ The finance department has asked all agencies (including the university 
system) to examine their budgers with an eve to applying 5 percent cuts.

Mississippi ✓ Agency budgets have been cut by 3.3 percent. Protected areas include 
Medicaid, K-12 education, financial aid, district attorneys, the homestead 
exeniDtion and debt service. Additional cuts for FY  2002 are possible.

Missouri ✓ The state implemented department budget withholdings. K-12 education, 
debt service and Medicaid were exempt.

Montana ✓
Nebraska ✓ In special session, the Legislature cut spending by $53.7 m illion over the 

biennium. Programs exempt from the cuts included public safety, K-12 and 
higher education, Medicaid, and others.

Nevada Some agencies arc freezing one-time expenditures.
New Hampshire ✓ The governor implemented a 1 percent across the board cur to be on the 

safe side.
New Jersey ✓ The new governor announced plans for a 5 percent reduction in state 

spending.
New Mexico ✓

New York ✓

North Carolina ✓ The governor cut various agencies by as much as 4 percent. K-12 and 
higher education have nor been cut as much as other programs.

North Dakota ✓

Ohio ✓ The governor imposed a 6 percent across-the-board cut. K-12 was 
protected, along with school construction, veterans’ homes and debt service.

Oklahoma State agencies have been directed by the governor to cut their budgets by 
2.1 percent.

Oregon ✓ The governor proposed closing the budget gap with S414 m illion in budget 
reductions.

Pennsylvania ✓ Across-the-board state agency holdbacks o f $366 m illion have been 
implemented.

Rhode Island ✓

South Carolina V Budget reductions have cut $302 m illion from the FY  2002 budget.
South Dakota ✓

Tennessee
Tex State agencies have been asked to review their spending plans. They have 

not been given a directive on any budget cuts.
Utah s The governor reduced budgets by $73 m illion and is looking for additional 

cuts.
Vermont s Total recissions are $20 m illion for the year. D irect support for K-12 

education and human service benefit programs were not cut. One-time 
appropriations were delayed.

Virginia V A 2 percent across-the-board reduction has been implemented. A  pending 
proposal would push the across-the-board cuts to 3 percent o f  the budget.

Washington ✓ The governor's budget addresses the budget gap mostly through cuts. 
Human services are most affected. K-12 education is protected.

West Virginia ✓

Wisconsin ✓ The governor ptoposcd elim inating the s'atc's revenue sharing program. 
Most state agencies would see budget cuts o f 3.5 percent in the first half o f 
the biennium and 5 percent in the second.

Wyoming •/
Total 12 30 9
Source: National Conference o f State Legislatures, January 2002
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State Fiscal Outlook For FY 2002— January Update

T a b l e  5 .  U s e  o f  R e serves  to  B a la n c e  F Y  2 0 0 2  B u d g e t s  
J a n u a r y  U p d a te

State No Yes Possible N otes

Alabama y

Alaska V Typically, S500 m illion is drawn from the constitutional budget 
reserve every year to cover general fund insufficiencies. Th is year 
w ill be no different. Supplemental appropriations w ill be drawn 
from reserves.

Arizona S The state tapped S i 19 m illion from the rainv day fund.
Arkansas V The state does not have a rainy day fund.
California s

Colorado s

Connecticut s

Delaware s

D.C. S Officials have the authority to tap S50 m illion o f the S 150 m illion 
budget reserve.

Florida ✓
Georgia ✓
Hawaii ✓
Idaho ✓ Consideration is being given to using the April installment o f  the 

tobacco settlement fund for general fund purposes.
Illinois S Although S226 m illion from the rainy day fund has been used for 

cash flow, the state plans to repay it during this fisail year.
Indiana ✓ Revenue proposal- include spending tobacco settlement funds.
Iowa ✓
Kansas ✓
Kentucky S The state used S 120 m illion (about half) o f its rainy day fund and 

tapped tobacco settlement funds.
Louisiana ✓
Maine V The state might allocate up to S I00 m illion in reserves in addition 

to the S35 m illion already taken.
Maryland ✓ Use o f the rainy day fund was planned to pay for PA Y G O  

projects.
Massachusetts ✓ The state used S722 million in rainy day funds (leaving a SI .7 

billion rainy day balance).
M ichigan ✓
Minnesota ✓
Mississippi ✓ The state took S33 million from the rainy day fund. (The 

governor has the authority to take 550 m illion from this fund 
every year). Proposals have surfaced to use tobacco settlement 
runds.

Missouri ✓ The governor has proposed taking S88.5 m illion from tobacco 
settlement funds.

Montana ✓
Nebraska ✓
Nevada ✓

New Hampshire ✓
New Jersey ✓ The budgeted surplus includes both a rainy day fund and 

indesignated fund balances. Both w ill be drawn down.
New Mexico ✓ rhe budget gap is likely to be covered by a transfer from the rainy 

lav fund
New York ✓ 'he budget gap w ill be addressed with S l . l  billion from the rainy 

lay fund.

8
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State Fiscal Outlook For FY 2002— January Update

T a b l e  5. U s e  o f  R e se rv e s  to  B a la n c e  FY  2 0 0 2  B u d g e t s  
J a n u a r y  U p d a t e

State No Yes Possible Notes

North Carolina ✓ The governor has allocated funds for biotcrrorism prevention 
activities. He is looking at taking additional reserves to address the 
budget gap, but the legislature doesn’r support the idea.

North Dakota y
Ohio ✓ The state may spend rainy day funds and temporarily reallocate a 

portion o f tobacco settlement money.
Oklahoma y
Oregon y
Pennsylvania y The governor has proposed taking $550 m illion from the rainy 

day fund.
Rhode Island y
South Carolina ✓ The budget control board taken $100 m illion from the rainy day 

fund.
South Dakota y The entire budget gap was addressed through reserves.
Tennessee y The state already used a portion o f its tobacco settlement fund.
Texas y
Utah y
Vermont y
Virginia y
Washington y The governor’s budget calls for taking $80 m illion from rainy day 

funds.
West V irg in ia y
Wisconsin y The Legislature supports use o f more tobacco settlement funds.
Wyom ing y
Total 25 16 10
Source: National Conference o f State Legislatures, January 2002
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State Fiscal Outlook For FY 2002— January Update

T a b l e  6 .  O t h e r  M e a s u r e s  to  B a la n c e  F Y  2 0 0 2  B u d g e t s  
J a n u a r y  U p d a te

Alabama A  new actuary estimate reduced the state's obligation to state employee retirement funds by S12 
million. Other measures include tax increases and bond refinancing.

Alaska N /A
Arizona A  February special session is expected to consider several budget balancing measures including an 

additional tap o f the rainy day hind and various budget cuts. The first session included fund 
transfers and other revenue actions (including a withholding rate increase).

Arkansas N/A
California The governor ordered a current year hiring and contract freeze that exempts only public safety 

and K-12 education. The governor called a special budget session to run concurrently with the 
regular session.

Colorado The state delaved $390 million in highway and other capital projects.
Connecticut N /A
Delaware N /A
D .C . N /A
Florida A  planned cut in the intangibles tax was suspended to save $128 million.
Georgia Bonds are being issued for planned school construction costs, freeing up $400 m illion set aside for 

that purpose. The stare still has a surplus from last year.
Hawaii If revenues continue to lag behind the budgeted estimate, there probably w ill be a $ 160 m illion 

transfer from the FY  2001 carryover balance.
Idaho There is a temporary delay on major construction projects. Capitol renovation is on hold.
Illinois Capital expenditures for prisons have been delayed. State worker-; are asked to take a furlough day.
Indiana The current budget already anticipates using gaming revenue, which is not generally used for the 

general fund. It also includes payment delays for K-12 tuition support and higher education. The 
governor proposed various revenue enhancement measures Nov. 15 .

Iowa N /A
Kansas The state finance council issued a $150 m illion certificate o f indebtedness, a cashflow instrument 

or internal borrowing tool to keep the general fund in the black. It transfers money from other 
funds, but these must be repaid by the end o f the fiscal year.

Kentucky The state improved interest rates on debt service. It deferred some bond payments. The state has 
reined in Medicaid spending by freezing provider rates and holding down primary care center and 
pharmacy costs.

Louisiana N/A
Maine New legislative initiatives may be delayed. Budget revisions reduced Medicaid spending by $7.8 

m illion in FY 2002 and lapsed $8.7 m illion from FY  2001.
Maryland The governor directed agencies to freeze hiring. He also shifted $237 m illion o f l ’A Y G O  (capital) 

projects to bonding and requested an addition $211 million over the recommended lim it in debt 
authorization.

Massachusetts N /A
Michigan The state reduced capital outlays by $21.9 m illion and work projects by $12 m illion.
Minnesota Unspent appropriations from FY 2001 arc helping cushion current budget.
Mississippi N /A
Missouri The governor proposed sweeping $30 m illion in earmarked funds into the general fund.
Montana The slight surplus from FY  2001 is helping earn' the budget.
Nebraska Actions include redirecting existing revenues, funding shifts and funding lapses.
Nevada The governor's hiring freeze continues.
New Hampshire N /A
New Jersey Some capital expenditures have been postponed; certain departmental purchases have been frozen. 

I’he governor announced 650 state employee layoffs. The only tax action to date is a reversal o f an 
energy tax phaseout.

New Mexico N/A
New York N/A
North Carolina Hie governor imposed spending restrictions on traveling, purchasing and hiring.
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North Dakota N /A
Ohio The state w ill participate in a multistate lottery game. It also changed the local government 

funding formula.
Oklahoma N /A
Oregon A  special session is scheduled. The governor has proposed tax increases, but there is no support in 

the legislature.
Pennsylvania The state may slow down a planned phaseout o f the capital stock tax.
Rhode Island The governor issued a hiring, spending and travel freeze in late October. He proposed shifting 

resources from other funds (e.g., greyhound racing and video lottery terminals) to the general 
fund. He also suggested delaying capital projects and cutting the motor vehicle excise rax 
exemption.

South Carolina N /A
South Dakota N /A
Tennessee The governor implemented a hiring and travel freeze. State officials are talking about a temporary 

sales tax.
Texas N /A
Utah N /A
Vermont The governor delayed funding disbursement for a number o f one-time measures.
Virginia The governor froze capital outlay and left agency positions unfilled. The state used $259 m illion 

in Medicaid intergovernmental transfer payments.
Washington Other actions include increasing state employee contributions to health care plans, reducing local 

government funds and pension payments, and allowing higher education institutions to set 
tuition rates. The governor’s budget also proposes a 10 percent statewide tax on gambling, repeal 
o f a tax exemption, participation in the Big Game lottery and increasing staff at the revenue 
department to boost collections.

West V irg in ia N /A
Wisconsin N /A
Wyoming N /A

N /A  -  N or applicable at this time
Source: National Conference o f State Legislatures, January 2002
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Alabama General fund spending facing S70 m illion reduction in FY 2003. Education trust 
fund projects S i 14 m illion in revenue growth for FY  2003.

Alaska A  budget gap o f S i .25 billion is expected for FY  2003.
Arizona The outlook for FY 2003 includes an S800 m illion (12 percent) budget gap.
Arkansas General fund revenues are projected to grow 4.1 percent in FY  2003.
California The state projects an S8 billion (10 percent) budget gap in FY  2003.
Colorado The outlook for FY 2003 is better than the current year.
Connecticut The state projects a potential deficit o f S794.4 m illion in FY  2003.
Delaware General fund revenues in FY 2003 are projected to be down S I46 m illion from the 

June estimate.
D istrict o f 
Columbia

The budget gap for FY 2003 is projected at S234 million.

Florida W ith  revenues tracking the revised estimate, the outlook for FY  2003 remains 
optimistic.

Georgia The F Y  2003 outlook is still fairly positive because o f the existing surplus and 
spending cuts.

Hawaii The projected budget gap for FY  2003 is S I 50 million.
Idaho Budget balancing plans could include cuts o f 3 percenr to 10 percent from state 

agencies in FY  2003.
Illinois An improving economy could result in S300 m illion to S500 m illion in revenue 

growth for FY  2003.
Indiana The budget gap is S i .2 billion for the 2002-2003 biennium.
Iowa The budget outlook is tentative.
Kansas Officials anticipate 4 percent across-the-board cuts to avoid a projected budget gap in 

FY 2003.
Kentucky The FY  2003 budget shortfall has been addressed, but the outlook remains weak.
Louisiana The budget outlook for FY 2003 is not as bright as FY  2002, with the state likely to 

act on a number o f expiring revenue items to avoid a budget shortfall.
Maine Maine faces a SI 58 million budget gap in the second ha lf o f the 2002-2003 biennium.
Maryland The state faces a budget gap o f roughly SI billion (9 percent) in FY  2003.
Massachusetts The budget outlook for FY 2003 projects a S2 billion budget gap.
Michigan The budget outlook for FY 2003 projects a S540 m illion budget gap.
Minnesota The projected budget gap for the biennium is S I.9 billion, with S357 m illion o f the 

total in FY 2002.
Mississippi Proposals to address the FY 2003 budget shortfall include shifting general fund 

support for road construction over to bonding, accelerating sales tax collections, and 
using tobacco settlement funds.

M issouri To  address the anticipated budget gap, the governor's FY  2003 budget includes 
tapping S i 35 m illion from the rainy day fund and S42 m illion from the tobacco 
settlement funds.

Montana To  address an anticipated budget gap, the administration is considering service 
reductions in health care and lowering provider rates.

Nebraska The projected FY  2003 budget gap is at least S50 m illion.
Nevada Absent a turnaround in general fund revenues, a budget gap for FY 2003 is projected.
New Hampshire No budget gap is projected for FY  2003.

New Jersey The FY  2003 budget situation is considered "extremely d ifficult" with the 
administration projecting a shortfall o fS5 billion.

New Mexico State agencies have requested spending growth o f 8.1 percent compared to a 
recommended 1.4 percent increase in spending in FY 2003 by the Legislature.

New York The governor is projecting a S5.7 billion (6.5 percent) budget gap in FY 2003.
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North Carolina The projected FY 2003 budget gap is $500 million to S600 m illion (about 4 percent 
o f the budget).

North Dakota No budget gap is projected for FY  2003.
Ohio Prior to the implementation o f several budget balancing measures, the FY 2003 

shortfall was projected at $763 million.
Oklahoma Preliminary estimates indicate a shortfall o f $260 m illion for all funds at the beginning 

o f F Y 2003.
Oregon Most o f  the budget shortfall problem o f $830 m illion is in the second half o f the 

biennium.
Pennsylvania No  budget gap is projected for FY  2003.
Rhode Island A  $300 m illion shortfall is forecast for FY  2003.
South Carolina N o  budget shortfall is projected in FY  2003. in part because o f the reduced base 

budget in FY  2002.
South Dakota A  budget shortfall is expected, and policymakers are proceeding with caution.
Tennessee A  budget shortfall is projected in FY 2003. as the state needs $705 m illion in new 

revenue next fiscal year to maintain current funding levels.
Texas There is a potential for problems in areas such as Medicaid and $C H IP , as signs of 

caseload and prescription drug cost increases begin to appear.
Utah No budgec gap is projected for FY 2003.
Vermont A  potential budget gap o f 2 percent in FY  2003 w ill be addressed during session.
Virg in ia A  potential budget gap o f $2 billion looms over the 2003-2004 biennium.
Washington The budget gap for the 2003-04 biennium is expected to be $500 m illion to $1 

billion.
West V irg in ia To  address a projected budget gap in FY 2003. state agencies have been asked to cut 

their spending requests by 3 percent.
Wisconsin The total budget gap for the 2001-2003 biennium is $1.12 billion (5 percent).
Wyom ing N o budget gap is projected for FY 2003.
Source: National Conference o f State Legislatures. January 2002
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State N o Yes Notes

Alabama ✓ The governor proposed possible fee and tax increases.

Alaska ✓ A  bipartisan group o f House members proposed income and cruise ship taxes and 
raising alcohol taxes.

Arizona ✓

Arkansas ✓

California y
Colorado ✓ Colorado voters must approve any tax increase.

Connecticut y The governor is considering increasing the cigarette excise tax by 61 cents a pack.

Delaware y
District o f 
Columbia

y

Florida ✓ The Senate president proposed a major tax reform package that would roll back 
the sales tax rate and impose the tax on services.

Georgia ✓

Hawaii ✓ The governor proposed doubling the liquor excise tax to generate $40 m illion. 
N o  tax proposals are being considered by the Legislature.

Idaho ✓

Illinois ✓

Indiana ✓ Proposed legislation would make various FY  2003 tax changes.

Iowa ✓

Kansas The governor wants to increase sales, motor fuel and cigarette (65 cents to 89 
cents a pack) taxes. He also wants to increase state car registration fees by 3 
percent. The Senate tax committee is looking at other excise taxes.

Kentucky y
Louisiana y The Legislature is likely to renew the remporary sales tax on groceries and the 

temporary income tax increase due to expire in FY 2003.

Maine ✓ Small tax increases (such as the real estate tax transfer) are being considered. The 
state also is considering delaying certain tax cuts.

Maryland ✓ The governor proposed deferring the last 2 percent o f a 10 percent income tax 
reduction for FY  2003.

Massachusetts ✓ N o tax increases are being considered. The Senate is in favor o f freezing a voter- 
approved personal income tax rate reduction. The House is considering the idea. 
The governor is not in favor o f  the proposal.

Michigan ✓

Minnesota V The governor proposed increases in gas and cigarette taxes and extension o f the 
sales tax to a number o f services and institutional food sales.

Mississippi ✓

Missouri y The governor proposed increasing by 2 percent the adjusted gross receipts tax 
primarily assessed on riverboat gaming).

Montana ✓ fhe governor said there w ill be no tax increases and indicated she is still looking 
or further income tax reductions.

Nebraska y rhere are several proposals. Tax increases are unlikely.

Nevada ✓
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State No Yes Notes

New Hampshire

New Jersey y
New Mexico y
New York ✓ The Legislature approved a cigarette excise tax increase to generate an additional 

S i 50 m illion in F Y 2003. Approximately $60 m illion in FY  2003 fee increases 
are being considered.

North Carolina y
North Dakota y
Ohio y

Oklahoma y
Oregon y The governor proposed excise tax increases to generate $111 m illion and a repeal 

o f a previously approved personal income tax cut. That would save $133 m illion. 
The Legislature is not supportive o f any o f  the tax increase measures.

Pennsylvania y Slowing the capital stock tax phaseout is being considered. An  increase in the 
poverty' exemption level for personal income tax and continuation o f a computer 
sales tax holiday are under consideration.

Rhode Island y
South Carolina y
South Dakota y
Tennessee y State officials are discussing options, but specific proposals are unknown at this 

time.

Texas y The Legislature is not in regular session in 2002.

Utah y
Vermont y The governor proposed raising fees for motor vehicles and licensing. There may 

>e consideration o f raising the cigarette tax, but the governor did not include it in 
lis budget proposal.

Virginia y
Washington y
West Virginia y
Wisconsin y
Wyoming y I he revenue committee has submitted an omnibus tax bill for consideration by 

he ! egislature in the event additional tax revenue is needed.

Total 32 19

Source: National Conference o f State Legislatures, January 2002
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State

W h a t 's  the revenue situation 

through the end o f  December? I f  

revenues are on target w ith  a 

revised forecast, h ow  does the 

revision compare to the original 

estimate?

Are any areas o f  general fund 

spending over budget? I f  yes, 

what are they? A re  there other 

areas o f  concern?

1 lo w  large a budget gap does the 

state face in F Y  2002? M o w  is the 

state addressing that gap in F Y  

2002?

W h a t ’s the budget outlook for F Y  

2003?

Are any tax increases being 

considered to close the budget 

gap in F Y  2003?

W h a t significant proposals are 

being discussed to balance the F Y  

2003 budget?

Alabam a Th e  F Y  2002 general fund revenue 

estimate has been revised 

downward by S77.3 m illion (from 

$1.21 billion to $1.13 billio.i).

T h e  Education Trust Fund  (E T F )  

faced a $161) m illion shortfall due 

to lower than expected corporate 

income and sales tax revenues, but 

the shortfall was addressed in a 

Decem ber special session.

General fund expenditures arc on 

target.

T h e  E T F  shortfall was covered by 

$140 m illion in tax increases and 

$20 m illion in budget cuts. O f  the 

tax increases, $90 m illion was 

generated from changes to the 

corporate tax base including taxing 

interstate telephone calls, 

increasing the tax on cellular 

phone calls and setting a uniform  

sourcing telephone tax. Bond 

refinancing added $10 m illion in 

revenues. A  ncsv actuary estimate 

reduced the state's obligation to 

state employee retirement funds by 

$12 m illion. Budget cuts svere in 

discretionary funds targeted to the 

school bond authority for capital 

projects.

T h e  Legislative Fiscal O ffice 

estimates that the F Y  2003 general 

fund budget svill need to be 

reduced b y  $70 m illion from the 

F Y  2002 level because o f  the lack 

o f  carry-forward balances and very 

small revenue growth. It appears 

that $114 m illion in ncsv money 

w ill be available for the E T F  for 

F Y  2003 due to modest revenue 

growth projections and further 

reductions in the state's estimated 

contributions to the teacher 

retirement system.

T h e  governor has proposed such 

revenue measures as fee and tax 

increases.

A  constitutional amendm ent was 

passed by the Legislature and 

tcfcrrcd to voters for the June 

2002 election. It svould establish a 

reserve fund for the E T F .  O i l  and 

gas revenues w ou ld  be used for the 

reserve. U p  to li percent o f  the 

Education Trust Fund  budget 

could be w ithdrawn from the 

reserve w hen needed.

Alaska The average price o f  crude oil lias 

continued to run below the 

budgeted estimate, so the revenue 

shortfall for F Y  2002 is expected 

to be about $1 billion.

A  suppleinciit.il appropriation o f  

at least $20 m illion will be needed 

for Medicaid. O ther supplemental 

appropriations, such as anti- 

terrorism highway security, could 

reach $40 m illion. Feb. 11 is the 

deadline frir agencies to apply for 

supplemental funding.

O ffic ia lly, the budget gap is $875 

m illion . O i l  prices, however, 

continue to be below  forecast so 

the gap probably w ill reach SI 

billion. State officials do not 

consider this a rrtte shortfall 

because reserve funds (from oil 

revenues) regularly ate used to 

balance the budget.

A  budget gap o f  $1.25 billion is 

expected for F Y  2003 due to 

continued low  oil prices and the 

governor’s proposal for increased 

expenditures (totaling $200 

million).

A  bipartisan group o f  House 

members is proposing income and 

cruise ship taxes, and raising 

alcohol taxes, 'fire  income lax 

could generate $300 m illion in 

revenues. M a n y  legislators, 

however, arc averse to an income 

tax w ithou t first instituting 

spending limits.

N o  significant revenue proposals 

arc being considered at this point, 

'f l i c  Legislature w ill probably try 

to ho ld  spending for F Y  2003 at 

F Y  2002 levels, which wou ld  

amount to a $200 m illion  cut 

from the governor's budget. N o  

hearings have been held yet on the 

governor's budget.

Arizona General fund tax collections 

through the cud o f  December 

were $-17 m illion (0.75 percent) 

helosv the revised Novem ber 

estimate. Revenues arc now 

projected to be $138 m illion 

below the revised estimate by the 

end o f  the fiscal year. A n  October 

revision to the estimate already 

rad reduced projected revenues by 

$675 m illion . Corporate income 

tax collections are particularly 

weak, w ith  an expected decline o f  

33 percent compared to F Y  2001 

actual collections.

M edicaid  expenditures arc 

projected to rise $19 m illion above 

the budget level adopted in a 

special session in late 2001.

T h e  special session in late 2001 

addressed a $675 m illion budget 

gap. A  January budget revision 

added another $138 m illion to the 

F Y  2002 gap. It svill be addressed 

during a February special session 

that w ill run concurrently w ith  the 

regular session. Actions in the first 

special session included $200 

m illion in spending cuts, $339 

m illion in fund transfers, 

ncluding a $ 119 tap o f  the rainy 

day fund, and $130 m illion in 

other revenue actions (including 

an increase in the w ithholding 

rate).

T h e  outlook for F Y  2003 includes 

an $800 m illion  (12 percent) 

budget gap. Revenues in the ncsv 

fiscal year could he $140 million 

below  the FY ' 2002 level. Medicaid 

caseload grosvth averaging 20 

percent per year w ill increase 

spending demands for the 

program b y  $500 m illion in F Y  

2003.

N o  broad based tax increases arc 

being considered.

A  com bination o f  spending cuts, 

accounting actions and a shift o f  

$250 m illion  general fund school 

construction spending to bonding 

arc being considered to balance 

the F Y  2003 budget.
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W h a t 's  the revenue situation 

through the end o f December? I f  

revenues are on target w ith  a 

revised forecast, how  does the 

revision compare to the original 

estimate?

A re  any areas o f  general fund 

spending over budget? I f  yes, 

w liat are they? A rc  there other 

areas o f  concern?

1 lo w  large a budget gap does tbc 

state face in F Y  2002? I lo w  is the 

state addressing that gap in F Y  

2002?

W h a t ’s the budget outlook for F Y  

2003?

Are any tax increases being 

considered tu close the budget 

gap in F Y  2003?

W h a t significant proposals are 

being discussed to balance the F Y  

2003 budget?

Arkansas T h e  budgeted revenue estimate 

svas decreased in the fall b y $142 

m illion (-1 2 percent). T h e  revised 

estimate projects a decrease in tax 

collections o f  St).3 m illion (0.3 

percent) from F Y  2001. (icncral 

fund tax collections arc close to 

the revised target through the end 

o f  January. Th is  follows an above 

estimate performance in 

Decem ber and an offsetting 

decline in January.

T h e  revised revenue estimate has 

reduced spending authority by 4.2 

percent. Spending is on target 

w ith  the revision.

N o  budget gap is projected in F Y  

2002 because o f  the automatic 

features o f  the Revenue 

Stabilization Law  that reduces 

spending b y  an amount equal to 

the projected revenue shortfall. 

Revenue estimates were trimmed 

$142 m illion (4.2 percent) earlier 

in the fiscal year. T h e  state docs 

not have a rainy day fund.

Com pared to the new base budget 

in F Y  2002, getter,tl fund  revenues 

ate projected -n grow 4.1 percent 

in F Y  2003.

N o  tax increases are being 

considered for F Y  2003. Th e  

legislature is not in regular session 

in 2002.

N o  budget gap is forecast fo t F Y  

2003.

California Decem ber general fund tax 

collections were down $9-10 

m illion from the revised estimate. 

F Y  2002 collections are now  

projected to ettd $5.5 billion (7 

percent) below  the budgeted 

estimate.

General fund expenditures arc on 

target with the budgeted estimate.

T b c  F Y  2002 budget gap is $5.5 

billion (7 percent) and is due 

almost entirely to 

uuderperformiug revenues.

T h e  F Y  2003 budget outlook 

projects .111 $8 billion (10 percent) 

budget gap.

N o  general tax increases arc being 

considered at this time.
A  com bination o f  tax 

accelerations, expected federal 

disbursements for terrorism 

preparedness, special fund taps 

anil burrowing are proposed for 

balancing the F Y  2003 budget. 

Add itiona lly , tobacco 

sccuiitization and pension fund 

actions are being considered.

Colorado General fund tax collections 

continued to decline through 

December and ate trow an 

additional $150 m illion below tbc 

revised estimate. Revenues are now  

$536 m illion (8 percent) below 

the original budgeted level. Moth 

incoir * • rxcs attd sales taxes are 

coining in be low  projections.

General fund expenditures are on 

taigct, but concern exists over 

potential M edicaid  cost overruns.

Currently, tbc state is looking at a 

$155 m illion budget gap for F Y  

2002. T o  address it, most state 

agencies have been asked to cut 

their budgets b y  1 percent. 

I’olicyrnakcrs are trying to protect 

education, Medicaid and other 

human service programs, such as 

mental health. In addition, $390 

m illion in highsvay and other 

capital projects were delayed. 

Creative refinancing measures are 

being used to maintain the 4 

percent general fund reserve.

T h e  outlook for F Y  2003 is better 

tlran the curicut year. A n  

estimated $276 m illion may 

become available i f  the legislature 

delays a planned repayment to the 

controlled maintenance trust fund 

(a special fund for state building 

repairs). T h e  state borrowed from 

this fund last year to plug the 

general fund.

Color., o voters must approve any 

tax increase, so none arc being 

considered.

T h e  legislature svon't appropriate 

as much next year. T h e  current 

plan is to reduce personal service 

appinpriatiuns (salaries) to 

agencies by 2.5 percent.

Connecticut Most major tax collections 

througn January are below the 

ittdgftcd estimate. Personal 

ncoine taxes arc dow n  7 percent, 

sales. 5.3 percent, and corporate 

ncoine, -10 percent year-to-date 

•crstn tbc budgeted estimate, 

twenties for F Y  2002 were revised 

lown by  $676 m illion. F Y  2003 

evcntlcs svetc dropped by  $682 

trillion.

Deficiency appropriations for F Y  

2(102 arc estimated at $70.7 

m illion. Areas over budget include 

social services, state employee 

icalth care, education and 

corrections.

Th e  state faced a $765 million 

[6.4 percent) getrcral fund budget 

gap in F Y  2002. Following 

savings measures adopted during a 

Novem ber special session, the 

leficit is now  projected at $551.7 

trillion. Th e  Legislature is 

considering an additional $172.7 

nillion in savings proposed by  the 

governor.

l ire state projects a potential F Y  

2003 deficit o f  $794.4 m illion. A  

revised revenue estimate projects 

cvcmtcs to fill short $682.6 

nillion and estimates expenditures 

$ 112.4 m illion higher than 

originally thought. T h e  Novem ber 

pedal session trimmed S84.2 

nillion from the projected deficit 

hrougli savings measures. 

Vdditional proposed savings o f 

15.4 m illion could reduce the 

liottfal! to $694.7 million.

T h e  governor is considering 

increasing the cigarette excise tax 

ty  6 1 cents a pack. That would 

generate $30.8 m illion in 

additional revenue in F Y  2002 anti 

$ 122.3 m illion in F Y  2003.

T h e  governor is proposing $200 

m illion in cuts from the F Y  2003 

luitlgct and lie also proposes 

mstponing tax cuts, increasing 

court and other fees and tapping 

reserves held b y  tbc state's serni- 

rtdcpendcnt agencies, such as the 

Connecticut 1 lousing Finance 

\uthnrity.
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through the end o f  December? I f  

revenues are on target w ith  a 
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W h a t .significant proposals are 

being discussed to balance the F Y  

2003 budget?

Delaware General fund tax collections arc 

forecast to he $30.9 m illion (1.3 

pctccut) below  estimate in r Y  

2002. because the state 

appropriates on ly i’K percent o f  

the estimate, it has not 

encountered a revenue deficit so 

far in the fiscal year. Personal and 

corporate income taxes arc both 

running be low  estimate.

General fund spending is on 

target. Areas o f  potential 

overspending include state 

employee health insurance and 

Medicaid, which has now 

stabilized. M ost o f  tbc budget 

concern involves revenue 

performance.

M ost state agencies has'c been 

otdcred to reduce spending by 2 

percent, svitli on ly  some 

exemptions, most notably the 

Departm ent o f  Ch ildren , Youth  

and Families. T h e  rainy day fund 

has not been tapped in F Y  2002.

fh e  revenue estimate for F Y  2003 

is dow n  $115 m illion (4.7 

percent) from the June forecast. 

C o m b ined  w ith  thccurten t fiscal 

year problems, tcvenues w ill be 

dow n  $146 m illion from the June 

estimate.

N o  tax increases ate being 

considered for F Y  2003.

A  m ix o f  savings, one-tim e 

revenue measures, no state 

employee pay raises and a cut in 

general fund support for capital 

projects arc expected to addtess 

the anticipated $146 m illion 

shortfall in F Y  2003.

D istric t o f 

Co lum b ia

T h e  revenue situation through the 

cud o f  December is running about 

$20 m illion to $25 m illion  below 

estimate, especially in sales anti 

income/franchise taxes. T h e  l:Y  

2002 revenue estimate is 

anticipated to be revised 

downward by  $90 m illion to $100 

m illion.

K -12 education spending is over 

budget b y  $81 m illion and 

Medicaid is over budget b y  $62 

m illion. O ther areas o f  concern for 

possible cost overruns include 

mental health programs and 

public safety.

T h e  District is dealing svitli $240 

m illion in budget problems in F Y  

2002. budget balancing measures 

include delaying previously 

scheduled incom e tax [eductions 

and possibly tapping into the 

budgeted reserve for $50 m illion.

T h e  budget gap for F Y  2003 is 

projected at $234 m illion.

N o  tax incteascs have been 

ptnpnscd to date.

Significant proposals for balancing 

the F Y  2003 budget include the 

use o f  budget reserves a ml 

spending reductions.

Florida General fund tax collections are on 

target w ith  the revised estimate 

through December. T w o  previous 

revisions to the F Y  2002 revenue 

estimate had teduccd it b y  $1.3 

billion (6.6 percent).

K-12 education spending is over 

budget due to higher than 

expected enrollment.

In the second o f  tsvo special 

sessions, the state closed a $1.2 

billion F Y  2002 budget gap. Cuts 

in excess o f  $1 billion were spread 

across all areas o f  spending. A  

planned cut in the intangibles tax 

was suspended to save $128 

m illion . T b c  rainy day fund has 

not been tapped.

T h e  budget actions affecting F Y  

2002 teduccd the base budget 

going into F Y  2003 and relieved 

some spending pressures. W ith  

revenues tu ck in g  the revised 

estimate, the outlook for F Y  2003 

remains optimistic.

T h e  Senate president is proposing 

a major tax reform package that 

would roll back the sales tax rate 

and impose the tax on services. 

T h e  proposal also would require a 

3/5 vote o f  the Legislature to enact 

any new sales tax exemptions. T h e  

tax reform package has stippott in 

the Senate, hut is not viewed as 

favorably in the House.

Som e challenges ate expected from 

an additional $360 m illion in 

en tollu icn t-driven  costs for K-12 

education and $400 m illion in 

caseload expenditures for 

M ed ica id  in F Y  2003.

Georgia T b c  revenue fotecast has been 

revised downward b y  $500 

m illion, from S I ‘i .3 billion to 

$13.8 billion. Collections for the 

vcar arc likely to be slightly above 

the revised estimate. Revenues 

through December, however, arc 

5.6 percent below  the same period 

ast year.

Medicaid spending is $-129 m illion 

over budget, which includes 

obligations from last year and 

current costs.

Georgia is facing a budget gap o f 

about $650 m illion . A ll  reserve 

funds are full, however, and the 

state still has a $906 m illion 

surplus from last year that w ill 

cover this year’s budget 

requirements. T h e  governor 

requested budget cuts o f  2.5 

aetcent for this year. Education 

and children’s programs were 

exempted. In addition , bonds arc 

icing issued for planned school 

construction costs, freeing up 

>400 m illion rliat was set aside for 

hat purpose.

T b c  F Y  2003 outlook is still pretty 

good because o f  the existing 

surplus and spending cuts. F Y  

2004 is expected to lie a tougher 

budget year.

N o  tax increases arc being 

considered.

T h e  budget base w ill lie lower 

because cuts made this year w ill be 

carried over into F Y  2003.
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W h a t 's  the revenue situation 

through the end o f  December? I f  

revenues are on target w ith  a 

revised forecast, how  does the 

revision compare to the original 

estimate?

Are any areas o f  general fund 

spending over budget? I f  yes, 

what are they? Are  there other 

areas o f  concern?

H o w  large a budget gap does the 

state face in F Y  2002? H o w  is the 

state addressing that gap in F Y  

2002?

W h a t 's  the budget outlook for F Y  

2003?

Arc  any tax increases being 

considered to close the budget 

gap in F Y  2003?

W h a t significant ptopnsals are 

being discussed to balance the F Y  

2003 budget?

Haw aii General fund tax collections 

through December were cn target 

w ith  revised tcvcnuc estimates. A  

N ovem ber revision to the F Y  2002 

general fund forecast teduccd 

projected gtnwtli from <1.1 percent 

to -0 .7  percent, a S I 51.8 m illion 

revenue loss.

T h e  state's children's mental 

health program, operating under a 

consent decree, is $10 m illion over 

budget. O ther m inor areas arc also 

over budget, hut most concerns 

center on revenue pctforinance.

Com pared to the budgeted 

estimate, the total F Y  2002 gap is 

approximately S I60 m illion . Th e  

governor ordered a 1 percent 

restriction on agency spending, 

saving S16.5 m illion. I f  revenues 

continue to lag, a S I60 m illion 

transfer is likely from the F Y  2001 

carryover balance.

T h e  projected gap for F Y  2003 is 

S I 50 m illion . T h e  governor cut 2 

percent out o f  the F Y  2003 budget 

tcquest. T b c  Legislature has asked 

agencies to consider plans for 3 

percent, 4 percent and 5 percent 

reductions from  the F Y  2003 

budget.

T h e  governor proposed doubling 

the liquor excise tax to generate 

$40 m illion. N o  tax proposals arc 

being considered by  the 

Legislature. A n d  the Legislature 

doesn’t support the governor’s tax 

hike ptnpns.il.

The gnvcinor is studying 

transferring $200 m illion from the 

Hurricane Relief Fund to cover 

d ie projected F Y  2003 budget gap. 

H e  also proposes a S I billion 

capital spending plan to generate 

$40 m illion  in new  revenue. Th e  

Legislature has asked agencies to 

consider plans for 3 pcrcenr, 4 

percent and 5 percent F Y  2003 

reductions. T h e  governor has 

already reduced spending requests 

b y  2 percent.

Idaho Revenues continue their 

downward trend, although sales 

lax collections arc holding steady. 

Original budget estimates 

predicted a 3.1 percent revenue 

decline in F Y  2002, primarily due 

to enacted income tax cuts. T h e  

revenue decline was re-estimated 

in Novem ber at 8.1 percent. A t  

the end o f  December, revenues 

were running 1 percent below  

that.

M edicaid  is over budget, w ith  a 

possible S I 2 m illion supplemental 

appropriation needed. T h e  

governor has recommended $4 

m illion. T h e  overrun is being 

driven by caseload increases, 

prescription drug costs and 

children's health insurance 

coverage expansion.

The governor's spending order, set 

to expire Jan. 3 1, is expected to he 

made permanent in early 

February. It requires a budget 

holdback o f  2.5 percent for K -12 

education and 3 percent for all 

other government entities. Th c te  

is also a temporary delay on major 

construction projects. Cap ito l 

renovation is on hold. 

Consideration is being given to 

using the Ap ril installment o f  the 

tobacco settlement fund for 

ycncral fund purposes.

Decisions w ill be made ill 

February on reduction plans that 

cou ld cut another 3 percent to 10 

percent from state agencies in F Y  

2003.

N o  tax iuucascs or other tcvenue 

enhancements are under 

consideration at this time.

A  d ifficu lt budget year w ith  

spending below  current levels is 

anticipated.

Illinois Revenues through the first six 

months o f the fiscal year ate S474 

million (2 percent) below the 

original budget. 'I l iis  is S85 

m illion less in revenue than the 

same period last year.

State group health insurance and 

M edicaid  arc over budget. 

Spending on drug assistance for 

the e lderly is still an issue, but 

some o f  the pressure has been 

relieved w ith  additional federal 

funds. T h e  governor also has 

supplemented security spending 

by $17 m illion.

Illinois faces a budget gap o f  about 

$500 m illion. A lthough  the 

budget has not officially been cut, 

state agencies bavc been asked to 

hold back 2 percent o f  their 

general fund allocation. Capital 

expenditures for prisons have been 

delayed. State workers arc asked to 

take a furlough day (estimated to 

save $8 m illion). T h e  state 

employee union is fighting this 

provision, but non -un ion  

employees already have begun 

taking days off. A lthough  S226 

m illion from the rainy day fund 

las been tapper! for cash flow, the 

state plans to repay it tim ing this 

iscal year.

Analysts th ink the econom y is 

pick ing up. Forecasters project 

$300 m illion  to $500 m illion in 

revenue growth for F Y  2003.

T h e  Icgislatutc w ill be looking at 

options this session. T a x  increases 

are unlikely.

T h e  governor has tw ice attempted 

to increase his amhoriry over the 

budget, but the Icgislatutc lias not 

passed cither proposal. There has 

been some talk o f  stare employee 

layoffs.
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W h a t 's  the revenue situation 

through the end o f  December? I f  

revenues are on target w ith  a 

revised forecast, how  dues the 

revision compare to the original 

estimate?

Are any areas o f  general fund 

spending over budget? I f  yes, 

what are they? A re  there other 

areas o f  concern?

1 lo w  large a budget gap does the 

stale face in F Y  2002? i lo s v  is the 

stale addressing that gap in  F Y  

2002?

W h a t 's  the budget outlook for FY 

2003?

Are  any tax increases being 

considered to close the budget 

gap in F Y  2003?

W h a t significant proposals arc 

being discussed to balance the I Y  

2003 budget?

Indiana Revenues are on target svitli the 

revised N ovem ber forecast, which 

reduced projected F Y  2002 

revenues b y  5540 milliou(5.7 

percent) and F Y  2003 revenues by 

5737.4 m illion (7.4 percent).

Medicaid  is over budget. T h e  budget gap is 31.2 billion far 

the 2002-2003 b iennium . T h e  

governor directed state agencies to 

cut budgets b y  7 percent. A  few 

areas, such as emergency services, 

ate exempt. F i l l  1004 addresses 

the budget deficit and fiscal 

restructuring issues.

Th e  budget gap is SI .2 b illion for 

the 2002-2003 biennium.

Legislation currently under 

consideration w ould  make various 

tax changes in F Y  2003. An  

increase in the state sales tax woitlr 

generate 5393 m illion in F Y  2003 

A  proposed cigarette tax iiicica.sc 

wou ld  raise 5293.6 m illion. O ther 

revenue changes would  add 5353 

m illion to total general revenue 

collections.

Legislation under consideration 

svoultl reduce spending in F Y  

2003 by 5225.4 m illion. Th e  

largest cut wou ld  come from 

school funding (5115.4 m illion). 

State police funding would  be 

reduced b y  554.8 m illion.

Iowa In  the adopted F Y  2002 budget, 

revenues were projected to gross 

3.8 percent. T h e  revenue 

estimating conference has revised 

its F Y  2002 estimate twice— lirst 

in September to 1.9 percent and 

then in Decem ber to 1.5 percent. 

Through  the end o f  December, 

revenue collections were 575 

m illion sliuti o f  the 1.5 percent 

grosvth estimate and 3200 m illion 

bclosv the original estimate

Except for M edicaid, expenditures 

arc on target w ith  the original 

budgeted estimate. Medicaid 

spending is projected to exceed its 

estimate b y  570 m illion.

T h e  state is cop ing w ith  a 5200 

m illion budget gap. T h e  governor 

imposed a 4.3 percent across-the- 

board spending cut. In a N o v . 1, 

2001, special session, the 

legislature restored funds to K-12 

education, public safety, public 

defense, com m un ity  colleges and 

corrections. T h e  state still m ay 

consider tapp ing its econom ic 

emergency fund.

T h e  budget outlook is tentative. I f  

the state fails to meet its uvice- 

rcvised revenue estimate for F Y  

2002 (1.5 pciccnt growth), it is 

unlikely to meet its F Y  2003 

estimate o f  2.1 pciccnt growth.

T a x  increases are highly unlikely. F ind ing  a solution to the Mcdicaitl 

spending problem  is the first 

priority. Current proposals include 

shifting funding for some 

spending categories to other 

sources (e.g., shifting state trooper 

salary costs from the general fund 

to the m otor vehicle use tax fund). 

O th e r  fluids that m ay be tapped 

arc the tobacco endow m ent fund 

or the senior living trust fund.

Kansas Th rough  December, general fund 

revenues svete S55.fi m illion (2.8 

percent) under the revised 

Novem ber estimate, svliich 

losvercd revenues by 3113 m illion 

from the April forecast. Corporate 

income taxes are responsible for all 

but 51 m illion o f  the shortfall 

Sales taxes ate com ing in above 

forecast. T h e  Novem ber estimate 

puts revenues at 0.5 percent or 

521 m illion above F Y  2001 levels.

T h e  main areas over budget are in 

human services: foster care, 

welfare, Medicaid, adoption 

services and mental health. A  

supplemental appropriation o f  537 

m illion has been recommended. 

O ther areas o f  concern include 

state matching funds for local 

districts (over budget b y 520 

m illion) and corrections. Th e  

Department o f  Revenue lost a 

corporate income tax refund case 

in the Kansas Supreme Court Jan. 

25. T h e  state m ay have to pay 526 

m illion in refunds, an expense not 

considered in the budget.

N o  agreement has been reached 

on how  to address the projected 

shortfall in F Y  2002.

T h e  budget outlook for 2003 is 

no t gaud. O flicials anticipate 4 

percent across-thc-boatd cuts. T h e  

state is in the m iddle o f  a 

transportation plan and a 

multiyear plan foi higher 

education that ictgiircs increased 

spending. Som e highway projects 

svill he delayed.

flic  governor svants to increase the 

sales tax from 4.9 percent to 5.1 

percent, m otor fuel taxes hy 1 cent 

per gallon and cigarette excise 

taxes hy 50.65 to 50.89 per pack. 

H e  also wants to incteasc the state 

car registration fee by 3 percent. 

T h e  Senate tax com m ittee is 

looking at other excise taxes. T h e  

Senate W ays &  Means Com m ittee  

wants to change the law so the 

ending balance must be 5 percent, 

not 7.5 percent, (to be returned to 

7.5 percent over the next four 

years).

I'toposals to balance the F Y  2003 

budget include a com bination o f  

budget cuts and tax increases. 

O flic ials also w ill consider whether 

to spend down  the ending balance.

Kentucky Revenue collections are on target 

w ith  the revised F Y  2002 estimate 

dF 0.9 percent growth. Th e  revised 

estimate is 5475 m illion  (6.6 

icrccnt) less than the estimate 

ncluded in the adopted budget. 

Sales and corporate income taxes 

ire the primary undctpctfn im ing 

ax categories.

M edicaid  overruns .vcre projected 

to reach 5 180 m illion for F Y  

2002, but have been addressed 

through various cost avoidance 

and cost saving measures.

Agency-specific budget cuts 

totaling 5533 m illion were 

approved last fall. K -12 education 

was protected from the cuts. T b c  

state has icincd in M edicaid  

spending b y  freezing provider rates 

and holding d ow n  primary care 

center and pharmacy costs. T h e  

tate accessed SI 20 m illion (about 

tall) o f  its rainy day fund and 

ncutred savings from improved 

merest rates on debt service and 

apped tobacco settlement funds.

T h e  budget shortfall has been 

addressed, but the outlook 

continues to be weak. Th e  

governor lias proposed a “hare 

tones" budget that m ay he 

characterized as a flat-line 

continuation o f  F Y  2002 spending 

cvels through I Y  2001.

N o  tax increases have been 

imposed. Raising revenues hy 

allow ing video slot machines 

ind/nr racetracks have been 

discussed by vatious groups.

State employees w ill receive a 2.7 

icrccnt salary increase, not the 5 

icrccnt annual increase written 

n to  statute. O th e r  proposals 

nclutle pulling some “off-budget" 

accounts back into the budget. For 

example, there is a local jail 

'iinstructinn authority fund from 

vlticlt 515 m illion  m ay lie 

m ludcd in the fiscal biennium  

2002-2004 budget (F Y  2002 anti 

•Y  2003).

2 0
©  2002, National Conference of State Legislatures. This document may not be reprinted without permission.



State Fiscal Outlook For FY 2002— January Update

Stale

W h a t 's  the revenue situation 

through the end o f  December? I f  

revenues are on target w ith  a 

revised forecast, h o w  docs the 

revision compare to the original 

estimate?

Are any areas o f  general fund 

spending over budget? I f  yes, 

svhat are they? A re  there other 

areas o f  concern?

1 lo w  larg ! a budget gap does the 

state face in F Y  2002? 1 lo w  is the 

state addressing that gap in F Y  

2002?

W h a t 's  the budget outlook for 15 

2003?

Are any tax increases being 

considered to close the budget 

gap in F Y  2003?

W h a t significant proposals are 

being discussed to balance the F Y  

2003 budget?
Louisiana General fund revenues through 

Decem ber were com ing in ahead 

o f  forecast by $ 53 m illion (0.8 

percent). Th is  is being driven by 

healthy oil and gas activity and 

incom e tax revenues.

Several budget categories have 

m inor cost overruns, totaling 

about $55 m illion.

Cost overruns are equal to surplus 

revenues.

T h e  budget outlook for F Y  2003 

is not as bright. T h e  state svill have 

$600 m illion worth o f  expiring 

revenue items (temporary sales tax 

on groceries anil incom e tax 

increase). Several expenditure 

items are increasing, such as health 

insurance, teacher pay and other 

merit raises for state employees.

T h e  Legislature is likely to renew 

the temporary sales tax on 

gtnccrics and the temporary 

income tax increase that w ill 

expire in F Y  2003.

Th e  legislature is unlikely to fund 

some agency requests next year.

M a in e M a ine  lowered its revenue forecast 

b y  $109 m illion for F Y  2002. 

Measured from that revision, 

revenues are slightly ahead o f 

target. Revenue collection through 

Decem ber would  have been below 

the original forecast b y  $23 

m illion (2.2 percent).

General fund spending is over 

budget b y  $18 m illion.

T h e  state faces a S2 'bi m illion gap 

in the 2002-2003 biennium . T h e  

F Y  2002 shortfall is about $86 

m illion o f  the total. Ncsv 

legislative initiatives may be 

delayed. Th e  srate J  , t a 

$100 m illion in reserves in 

addition to the S35 m illion 

already taken. Budget revisions 

reduced Medicaid spending 

requirements by $7.8 m illion in 

F Y  2002 ami lapsed $8.7 m illion 

from F Y  2001.

M a in e  faces the same fiscal issues 

in F Y  2003.

Small tax increases arc being 

considered (such as the real estate 

rax transfer). T h e  state also is 

considering delaying certain tax 

cuts (e.g , the method o f  indexing 

individual income tax brackets ami 

a phascd-in reduction o f  the mill 

rate on telecommunications 
personal property).

Proposals under consideration 

include delaying the inctcasc in 

revenue sharing with 

municipalities, reducing 

expenditure and tapping the rainy 

day fund.

Maryland O n  Dec. 13. 2001. the Hoard ill 

Revenue Estimates reduced the F Y  

2002 forecast b y $276.3 m illion 

(1.7 percent below  F Y  2001 levels 

and 2.8 percent be low  the original 

forecast). Personal income and 

business tax revenues arc below 

forecasts. Personal income tax 

collections remain very weak, 

especially quarterly estimated 

payments. General fund revenues 

were below  the new  estimate by 

$25.1 m illion (0.7 percent) 

through December. T h e  F Y  2003 

Forecast was revised down  by 

$h 3‘1.7 m illion, an increase o f  1.6 

aercctu over F Y  2002 but lower 

than the original growth estimate 

o f 3.6 percent.

Medicaid  enrollment exceeded the 

budget estimate b y  32,000 cases 

through December and continues 

to clim b. Th e  Medicaid  deficit is 

about $150 m illion ($50 m illion 

attributable to stuging enrollment 

w ith  medical inflation and other 

factors accounting for the rest). 

Tem porary cash assistance also is 

over budget due to caseload 

increases and could cor: as much 

as $25 m illio  t more than was 

budgeted (although additional 

T A N F  m oney is available). 

Shortfalls persist in mental health 

programs.

T h e  gap is $330 m illion (revenues 

short by $157 m illion and 

spending deficiencies o f  $ 173 

m illion). Th e  F Y  2002 budget is 

O K , out actions ate needed to 

carry funds forward into F Y  2003. 

T h e  governor has not proposed 

cuts yet, but he has directed 

agencies to freeze hiring and has 

shifted $237 m illion  o f  I 'A Y G O  

(capital) projects to bonding while 

requesting an additional $211 

m illion in debt authorization over 

the recommended lim it. T h e  F Y  

2002 budget also is based on 

reversions and transfers o f  532'f 

m illion from other accounts to the 

;cncral fund. Use o f  the rainy day 

itnd  was planned to pay fnr 

’A Y G O  projects, some o f  which 

arc now  being converted to bonds.

T h e  state faces a budget gap o f  

roughly $1 billion (9 percent) in 

F Y  2003.

The governor has proposed 

deferring the last 2 percent o f  the 

10 percent income tax reduction 

(savings would  equal $177 

m illion) for F Y  2003.

The governor has proposed $137 

m illion in rtansfers to the general 

fund (e.g., from the dedicated 

purpose account and other 

reserves) and has asked for relief 

from $128 m illion in mandated 

spending (e.g., freeze retirement 

payment contributions; delay 

form ula-driven mandatory 

funding increases for com m unity 

colleges). 'F lic governor's budget 

plan also relies on $'167 m illion 

being carried forward from F Y  

2002.

Massachusetts jcneral fund tax collections 

Itrough January are $ 1.275 billion 

iclm v the revenue level set in the 

doptcd budget. T h e  budget was 

iloptcd on tbc assumption that 

cvenucs were already $1 billion 

iclow  the level projected in the 

ittdget.

Supplemental appropriations o f  

1500 m illion are expected in areas 

itch as M edicaid, public safety 

lilt! welfare

The total budget gap in F Y  2002 

s r.osv estimated at $1.5 billion. 

Actions to deal w ith  it include 

$500 m illion in budget cuts, along 

villi a $772 m illion rainy day 

und withdrawal (leaving a $ 1.7 

lillion rainy day fund balance), 

flic governor is considering an 

dditional $189 m illion in state 

gcncics reversions.

I he budget outlook for F Y  2003 

trojccts a $2 billion budget gap. 

Icasons include declining 

cvenucs, phascd-in tax cuts and j 

ising expenses (e.g., Medicaid 

ould grow by  11 percent in F Y  

2003). i

90 tax increases arc being 

nnsidcrcd. The Senate is in favor 

if  h ew in g  a voter-approved 

lersonal income tax rate 

eduction. T h e  I louse is 

nnsidcring the idea. Th e  governor 

not in favor o f the proposal.

l apping $750 m illion from the 

ainy day fond and reducing the 

layout from lo n e iy  earnings arc 

w o  proposals being considered to 

talaiicc the budget in F Y  2003.
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State

W h a t's  the revenue situation 

through the end o f  December? I f  

revenues aie on target w ith  a 

revised forecast, liosv does the 

tevisioit compare to the original 

estimate?

Are any areas o f  general fund 

spending over budget? I f  yes, 

what are they? A re  there other 

areas o f  concern?

1 lo w  large a budget gap does the 

slate face in F Y  2002? F lo w  is the 

state addressing that gap in F Y  

2002?

W h a t ’s the budget outlook for F Y  

2003?

Are any tax increases being 

considered to close the budget 

gap in F Y  2003?

W h a t significant proposals ate 

being discussed to balance the I T  

2003 budget?
M ich igan t iener.il fund tax collection.' arc oi 

target w ith  revised estimates 

through December. A  Januar) 

consensus revenue estimating 

confctencc reduced the l;Y  200.' 

fotecast foi general fund revenue; 

by $49.5 m illion (0.6 percent) and 

increased anticipated school fund 

collections by  $24.2 m illion (0.2 

percent). A  m id -O c tober 

consensus revenue estimate 

lowered the outlook for general 

fund revenues by  $‘162 m illion 

and school aid revenues by $256 

m illion.

Caseload-driven costs will 

probably result in a Medicaid and 

welfare suppleiuent.il 

appropriation.

T h e  state has addressed its F Y  

2002 general fund shortfall 

through a scries o f  reductions, 

including $21.9 m illion in capital 

outlay, $285.3 m illion in gcnci.tl 

fund spending. $12 m illion in 

w o tk  projects and $1-14.6 million 

in transfers to the general fund.

T h e  budget outlook is "t igh t" as 

F Y  2003 general fund tax 

collections ate projected to 

decrease b y  $34.1 m illion (0.4 

pciccnt), and school aid revenues 

are projected to increase by $383.2 

m illion (3.8 percent). O n  a 

continuing services level, the F Y  

2003 general fund budget gap is 

projected at $540 m illion.

N o  general tax increases are being 

ennsideted at tins time.
T h e  governor submitted his F Y  

2003 spending recommendations 

Feb 7.

M innesota Th e  general fund revenue estimate 

was revised downward in 

N ovem ber to 7.6 percent below 

die Iasi ollici.il estimate in 

February 2001. A  S I .9 billion 

deficit was projected for F Y  2002- 

2003. Novcm hcr-D c tem bcr 

revenues w e ic  $2.8 m illion (0.1 

percent) above the revised forecast, 

w ith a $59 m illion shorifill in 

personal and corporate income 

taxes offset hy sales, m otor vehicle 

and other taxes and revenues.

Spending is on target, although 

pupil costs ate up slightly.

T h e  projected budget gap for F Y  

2002 is $357 m illion, w ith  

unspent appropriations from F Y  

2001 help ing cushion the current 

budget.

T h e  governor has proposed a 

variety o f  budget cuts. Heatings 

ate taking place on those 

pinposals. A  hold on state grants 

has been lifted. T h e  budget reserve 

could he used, depending upon 

Fiscal A dv isory Commission 

advice.

T h e  goveruot has pioposed 

increases in gas and cigatctte taxes 

and extension o f  the sales tax to a 

number ofsetviccs and 

institutional food sales.

Flic F Y  2003 budget outlook is 

worse than F Y  2002. Th e  

governor has proposed total 

reductions for F Y  2002-2003 o f  

$700 m illion, including cuts in 

agency operations o f  between 5 

percent and 10 percent ami 

reductions in state aid to local 

governments.

M ississippi Keventics through December were 

$122.6 m illion  (6.8 percent) 

hciuiv the budget estimate.

M edicaid  is a big issue svitli a 6c) 

pciccnt ($ 150 m illion) deficit 

through m ill- January. M ental 

health spending is running about 

$12 m illion over budget. 

Corrections spending is $21 

nillion over budget.

The F Y  2002 budget gap is about 

$285 m illion. T o  address it. most 

agency budgets have been cut hy 

3.3 percent. I ’rotcctcd areas 

ncliidc M ed ica id , K-12 

education, financial aid, district 

attorneys, the homestead 

exem ption and debt service. 

\dd itional cuts for F Y  2002 ate 

lossiblc. T h e  rainy day fund also 

las been tapped for $33 m illion 

the governor has the authority to 

akc $50 m illion  from this fund 

very year). Proposals have 

urfaccd to use t< hacco settlement 

itnds.

T h e  F Y  2003 revenue estimate 

assumes 4.3 percent growth. Th e  

budget currently under 

consideration in the Lcgislatuie is 

balanced, Inti doesn’t include the 

Medicaid deficit.

N o  tax increases ate being 

considered at this time.
T o  address the F Y  2003 shortfall, 

several proposals ate being fioated: 

using m oney ftom  a toad fund and 

bonding for the toads; accelerating 

sales tax collections to a weekly 

schedule; and using tobacco 

settlement dollars.
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Stale

W h a t ’s the revenue situation 

through the end o f  December? I f  

revenues are on  target svitli a 

revised forecast, how  does the 

revision compare to the oiigiual 

estimate?

Are any areas o f  general fund 

spending over budget? I f  yes, 

what are they? Are  there other 

areas o f  concern?

1 lo w  large a budget gap does the 

state face in F Y  2002? H o w  is the 

state addressing that gap in F Y  

2002?

W h a t 's  the budget ou tlook for FY 

2003?

Are  any tax increases being 

considered to close the budget 

gap in F Y  2003?

W h a t significant proposals arc 

being discussed to balance the F Y  

2003 budget?

M issouri Based on lagging revenue 

performance, a December revision 

to the F Y  2002 revenue estimate 

now  projects a -0 .6  percent rate ol 

growth. Sharp declines in income- 

tax collections, relative in the 

hudgctcd forecast, are expected in 

com ing months T h e  revision 

equates to $520.8 m illion less than 

the original estimate, which 

projected 5.4 percent growth.

Cicncral fund expenditures remain 

on target.

Th e  state is facing a $520.8 

m illion gap. T o  address the 

shortfall, it has implemented 

departmental budget 

w ithholdings. K -12 education, 

debt service and M ed icaid  were 

exempt. T h e  governor also has 

proposed tapping $88.5 m illion 

from tobacco settlement funds ant 

sweeping $30 m illion  o f  

earmarked funds in to  the general 

fund.

T h e  budget outlook is grim . "  ,te 

revenue growth estimate for I  Y 

2003 is 2.3 percent, hut the state 

w ill carry over significant 

problems from F Y  2002. T h e  

governor's F Y  2003 budget 

includes tapping $135 m illion 

from the rainy day and $42 

m illion from the tobacco 

settlement funds.

T h e  governor has proposed 

increasing the adjusted gtoss 

receipts tax (primarily assessed nil 

rivcrboat gaining) by 2 percent.

I'lie governor also has proposed 

increasing rivcrboat gaming 

hoarding fees $1, removing the 

$500 loss lim it provision for the 

gaming itulustiy and legalizing a 

new lo n e ly  game (kenn-type 

game). O ther proposals include a 

one -tim e tax amnesty prngiam 

and reductions in the collection 

allowance granted to retailers svlio 

remit sales tax on time. These 

proposals w ou ld  adil up to $229 

m illion , earmarked for education 

funding.

M ontana Revenues projected to g row  3 

percent are almost Hat, haicly 

exceeding last year's collections. 

Incom e taxes, which provide 50 

percent ofgeiier.il fund revenues, 

and investment income from the 

cnal tax trim  fund arc down.

There  are cost overruns in human 

services in general and particularly 

in Medicaid, as well as some 

problems in corrections spending.

T h e  slight surplus from F Y  2001 is 

helping to carry the budget, but it 

w ill be eaten up i f  current trends 

continue.

T h e  administration is considering 

service reductions in health care 

and lowering provider rates.

T h e  governor, through bet budget 

director, has said there w ill he no 

rax increases. In Iter state o f-thc - 

statc message, she indicated she is 

still looking for further income tax 

reductions.

C itiren i trends are alarming. T h e  

state is in its fourth year o f a 

drought, so high fite costs ate 

possible next summer.

Nebraska Revenues arc $7.3 m illion (0.6 

percent) below the revised estimate 

and 4 percent behind the original 

target.

Spending is exceeding budgeted 

levels for some programs. Deficit 

requests are S I 5 m illion for F Y  

2002 and $35 million for F Y  

2003.

A t the end o f  a special session 

(O ct. 25 through N o v . 8, 2001), 

the governor and Legislature 

realized there w ou ld  still be a 

budget shortfall despite across-the- 

board cuts and other actions. T h e  

state still faces a $58 m illion gap 

in F Y  2002.

There is a projected F Y  2003 gap 

o f  at least $50 m illion. T h e  exact 

size depends on actions taken this 

session.

There  arc several proposals, l ax 

increases ate unlikely.

Actions ate likely to lie deferred 

until after revised revenue forecasts 

are issued Feb. 22.

Nevada Revenue growth o f  4.1 percent 

was expected, but both gaming 

and sales taxes were down 4.2 

[icrccnt ($40 m illion) through 

Novem ber w ith  Decem ber figures 

not yet available. Soft has Vegas 

nisincss before N e w  Year's 

contributed to weak gaining tax 

collections. Sales tax collections 

lidcd hy car sales in October and 

November were better.

M edicaid  and Tem porary 

Assistance to N eedy  Families 

( T A N F )  caseloads are increasing 

significantly. Budget reserves arc 

currently sufficient to cover 

I 'A N F .  T it le  X X I  costs also arc 

exceeding the budget.

T h e  governor's hiring freeze 

continues, and some agencies arc 

freezing one -tim e expenditures.

I f  cuts become necessary, K -12 

education would be protected 

since it has a basic support 

guarantee.

N o  tax increases or other revenue 

enhancements ate mulct 

consideration ar this time.

Unless revenues turn around, there 

w ill be a budget gap to close.

N e w

Ham pshire

i

i

Through January, general and 

•ducation fund revenues were 

113.1 m illion be low  forecast. Th e  

uttlook is guardedly optimistic, 

vitlt March (when corporate 

ncoine taxes are elite) an 

mportant m onth.

No areas o f  general fund spending 

tre over budget.

J'ltcre is no budget gap. Th e  

governor d id  cur 1 percent across 

lit- board to be on the safe side. 

The state is im plem enting capital 

uojccts sooner rather than later to 

mister the economy.

Flic budget outlook for F Y  2003 

s the same. I f  business raxes arc on 

arget and hold, officials expect a 

>4 m illion surplus (less than 1 

icrcent).

No  tax increases or other general 

revenue increases are hcing 

considered.

Not applicable.
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State

W h a t ’s the revenue situation 

through the end o f  December? IF 

revenues are on target w ith  a 

revised Forecast, h ow  does the 

revision compare to the original 

estimate?

Are any areas oF general Fund 

spending over budget? IF  yes, 

what are they? A re  there other 

areas oFconcern?

1 lo w  large a budget gap does the 

statc Face in F Y  2002? I lo w  is the 

state addressing that gap in F Y  

2002?

W h a t 's  the budget outlook for FY 

2003?

Arc  any tax increases being 

considered to close the budget 

gap in F 'Y  2003?

W h a t  significant proposals are 

being discussed to balance the F Y  

2003 budget?

N e w  Jersey General Fund tax collections are 

helosv the budgeted estimate and 

prior year actuals through m id - 

January. For the firsr time in 20 

years, the state has reported five 

consecutive months o f  back-to- 

hack declines compared to prior 

year collections. M a jo r tax 

collections were down  M  [icrccnt 

in Deccm licr compared to the 

same m onth in F Y  2001. A  newly 

revised estimate For F Y  2002 

projects a 52.5 billion (10.9 

percent) revenue shortFall.

General Fund expenditures arc 

$•100 m illion over the budgeted 

estimate. Overspending is rcpnrtet 

in the state's property tax rebate, 

N e w  Jersey Family cate and 

prescription drug programs and 

state employee health benefit plan.

I’er the administration, the F Y  

2002 gap is $2.9 billion. T o  

address it, the new  governor has 

announced plans For a 5 percent 

reduction in state spending and 

650 state employee layoffs. Th e  

governor w ill present a detailed 

plan For addressing the budget gap 

Feb. 11. Th e  on ly tax action to 

date is a reversal oF an energy tax 

phase-out that w ill generate $105 

m illiun in F Y  2002. T h e  rainy day 

Fund will likely ix: tapped to olFsct 

som e oFthc F Y  2002 budget 

shortFall.

T h e  F Y  2003 budget situation is 

considered "extrem ely d ifficu lt" 

w ith  the administration projecting 

a shortFall o f $5 billion.

N o  tax increases arc being 

considered.
Securitizing the state’s tobacco 

settlement payments has been 

proposcil to deal w ith  the budget 

gap in F Y  2003.

N e w  M exico To ta l F Y  2002 general Fund tax 

collections arc Forecast to decline 

b y  $135 m illion! 1.8 percent) From 

F Y  2001. Accounting For 

nonrecurring FY2002 revenues, an 

actual decline oF$220 m illion is 

Forecast.

Medicaid is the on ly program with  

F Y  2002 spending overruns.

T h e  F Y  2002 budget gap is likely 

to be covered b y  a rainy day Fund 

transfer. Agencies have not been 

directed to reduce their F Y  2002 

spending levels.

State agencies have spending 

requests 8.1 percent above F Y  

2002 appropriation levels. Th e  

Legislative Finance Com m ittee 

recommends a 1A  percent 

spending increase.

N o  general fund tax increases arc 

under consideration.
The most significant proposals For 

balancing the F Y  2003 budget are 

cuts in spending for some agencies 

and near flat growth for other 

areas.

N e w  York General Fund tax collections were 

up From earlier estimates. 'I l ic  

projected revenue shortFall in F Y  

2002 now  stands at $ 1.1 billion 

(2.6 percent). (The  state fiscal year 

began A r  il 1.)

General Fund expenditures remain 

oil target with budgeted estimates.

T h e  total budget gap in F Y  2002 

is projected at 51.1 billion. It will 

be addressed w ith  a $1.1 billion 

transfer From the rainy day fund.

T h e  governor is projecting a $5.7 

billion  (6.5 percent) budget gap in 

F Y  2003. T h e  governor's budget 

proposal calls For all Fund spending 

to increase b y  4.7 percent.

T h e  Legislature approved a 

cigarette excise ta.. increase that 

w ill generate an additional $150 

m illion in state revenue in F Y  

2003. Approxim ately $60 m illion 

in Fee increases are being 

considered in F Y  2003.

N o  legislative proposals For dealing 

w ith  the budget gap w ill be put 

Forth until March.

North

Carolina

General tund tax collections are 

growing at a 2.5 percent rate 

compared to a budgeted rate oF 

4.5 petccnt.

Medicaid spending is ovet budget 

hy about $110 m illion. Th e  state's 

6.3 pciccnt jobless rate is creating 

concern that the unem ploym ent 

insurance Fund w ill run a deficit.

T h e  F Y  2002 budget gap is 

projected at $900 m illion, w ith  

$600 m illion to $700 m illion 

related to loss o f  revenue. 1 lie 

governor is considering reversions. 

He is also looking at significantly 

tapping state reserves, but tbc 

egislaturc doesn 't support the 

dca.

1 he projected F Y  2003 budget 

gap is $500 m illion to $600 

m illion (ahuut 4 percent o f  the 

budget). Anticipated Medicaid 

costs account For $200 m illion o f  

the projected gap.

N o  tax increases are being 

considered. N o  salary increases For 

state employees arc expected in the 

next budget cither. T h e  governor 

lias indicated that K -12 education 

funding w ill lie “ofF the table" as a 

Midget-balancing tool.

The governor is still pushing the 

idea o f  a state run lottery to help 

balance the F Y  2003 budget.

N o rth  Dakota Revenue collections were on track 

lirntigh the end oF December. 

Total receipts were $1100.000 or 

3.1 percent above the revenue 

-stitiiatc.

Spending is on target. Medicaid 

spending has the greatest potential 

oi cost overruns.

There is no budget gap at this 

ime. .
Revenue forecasters predict a 

downward trend in revenue 

collections w ith  individual and 

coiporate income taxes lagging 

'rom projected levels, lint 

carryover Funds from the previous 

Midget cycle should sufficiently 

over the revenue shortFall.

4o tax increases arc being 

considered.
Available funds should be 

sufficient to cover expenditures.
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Slate

W h a t 's  the revenue situation 

through the end o f  December? I f  

revenues are on target w ith  a 

revised forecast, how  does the 

revision compare to the original 

estimate?

Are any areas o f general fund 

spending over budget? I f  yes, 

what are they? A re  there other 

areas o f  concern?

1 lo w  large a budget gap does the 

state face in F Y  2002? 1 lo w  is the 

stale addressing that gap in F Y  

2002?

W h a t 's  the budget outlook for F\ 

2003?

A te  any lax increases being 

considered to close the budget 

gap in F Y  2003?

W h a t significant proposals are 

being discussed to balance the I T  

2003 budget?
O h io Revenue collections are on target 

w ith  the revised December 

forecast, hut 331‘> m illion (3.3 

percent) below  the original 

estimate.

O h io  is still waiting to see if  any 

areas o f  general fund spending are 

over budget. T h e  state is 

concerned about Medicaid.

T h e  projected shortfall was 3709 

m illion in F Y  2002 and S7f>3 

m illion in F Y  2003; however, the 

state took several actions to 

address the gaps, rite governor 

imposed a 6 percent across-the- 

board cut (K -12 education was 

protected, along w ith  school 

construction, veterans' homes and 

debt service). O n  the revenue side, 

the state w ill participate in a 

mttltistatc lottery game and 

borrow from the tobacco 

settlement fund. T h e  state m ay tap 

the rainy day fund (3192 m illion 

in F Y  2002 and 356 m illion in F Y  

2003). I l ic  state also changed the 

local government funding 

formula.

T h e  budget outlook for F Y  2003 

depends largely on the school 

fund ing  lawsuit now  pending.

M a n y  o f  the measures already 

discussed should h iing ill even 

more revenue in F Y  2003.

Measures implem ented to balance 

the F Y  2002 budget svill help 

balance the F Y  2003 budget.

Oklahom a Revenues wete 94 percent o f  

estimated collections through 

December. T h e  state appropriates 

at 93 percent o f  estimated 

revenues.

Medicaid  expenditures ate 320 

m illion over budget.

A lthough revenues are 1 percent 

below projection, state agencies 

have been directed to cut their 

budgets b y  2.1 percent. T h e  

shortfall is on a one-year basis, Inn 

there are on ly six months 

remaining in the fiscal year so the 

cuts must total 2.1 percent.

T h e  2003 budget outlook is bleak. 

Prelim inary estimates indicate a 

shortfall o f  3260 m illion for all 

funds at the beginning o f  F Y  

2003. T h is  am ount can be 

reduced to about $70 m illion 

through use o f  reserve funds and 

other measures, but a shortfall is 

cxpcctetl.

T a x  increases ate not likely. A dd itiona l agency budget cuts 

may be considered. Th e  next 

nfiicial revenue estimate w ill be 

released Feb. 1' and it w ill serve 

as the basis for toe next budget.

O regon General loud tax collections for 

the biennium  are projected to be 

$704 million (6.5 percent) below 

the budgeted estimate. Corporate 

income tax collections arc 

particularly weak, svitli fourth 

i|iiarter 2001 collections 71 

percent below  the same quarter a 

rear ago. There is concern that 

leg.uive state econom ic data cou lJ 

>c an indicator o f  further revenue 

veakcning.

General fund spending is ovei 

budget h y  3123 m illion in tlucc 

programs: T A N F ,  adult 

corrections and the O tcgon  

Health Plan.

T h e  projected budget gap in the 

2002-2003 biennium  is 3830 

m illion. T h e  governor has 

proposed closing the gap with 

31M  m illion in budget reductions 

and $244 m illion in new  taxes. 

T iic  legislature is working on a 

budget-balancing alternative that 

would  be presented in an 

upcom ing special session. There is 

no support for tax increases in the 

cgslaturc.

M ost o f  the budget problems arc 

in the second ha lf o f  the 

b iennium .

T h e  governor has proposed a beer 

and w ine tax increase that would 

generate $4-1 m illion, a 30-ccnt 

cigarette tax increase that would 

generate $67 m illion and a repeal 

o f  a pteviottsly approved personal 

income tax cut that w ou ld  save 

$ 133 m illion. Th e  legislature is 

not supportive o f  any o f  the tax 

ncrcasc measures, but has yet to 

come to an agreement on its 

nidgct-balancing package.

Flic governor has proposed closing 

the spending gap through budget 

reductions, other resources such as 

surplus federal funds and new 

taxes. T h e  Legislature is working 

on its proposal and tlocs not 

support tax increases.

Pennsylvania General fund tax collections were 

>282 m illion underestim ate 

hrotigh the end o f  December, 

fltis shortfall is expected to grow 

n S622 m illion (3 percent) below 

lie budgeted estimate b y  the end 

i f  the fiscal year.

General fund expenditures remain 

an target.

Acoss-thc-board state agency 

tuldhacks o f  3366 m illion have 

teen implemented, but an 

-stitnatcd 3314 m illion gap 

emains. T h e  state is expected to 

ap its rainy day fund and possibly 

low dow n  a planned phaseout o f  

lie capital stock tax.

Anem ic revenue growth is 

expected, although performance is 

expected to im prove from F Y  

2002 levels.

Slowing the phaseout o f  the 

capital stock tax is under 

cousitletarion. An  increase in the 

loverly exem ption level for 

icrsonal income tax and the 

ontim iatinn o f a computer sales 

ax holiday are under 

onsiilcration.

All state programs w ill lie under 

iressure to lim it spending and 

dcn tify cost savings. T h e  governor 

imposes to tap $550 million from 

lie rainy day fund and participate 

n a m ulti-state lottery.
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State

W h a t ’s the revenue situation 

through the end o f  December? I f  

revenues are on target w ith  a 

revised forecast, h ow  does the 

revision compare to the original 

estimate?

A re  any areas o f  general fund 

spending over budget? I f  yes, 

what are they? A re  there other 

areas o f  concern?

1 lo w  large a budget gap does the 

state face itt F Y  2002? I lo w  is the 

state addressing that gap irt F Y  

2002?

W h a t ’s the budget outlook for F Y  

2003?

Are any  tax increases being 

considered to close the budget 

gap in F Y  2003?

W h a t significant proposals are 

being 'fiscussed to balance the F Y  

2003 budget?

Rhode Island In the latest estimate (Novem ber 

2001), revenues were down  $35 

m illion. Rhode Island hail forecast 

0.4 percent growth and has 

realized -1 percent growth.

T h e  primary areas over budget arc 

M edicaid  (S12.1 m illion), cash 

assistance ($2.3 m illion), 

prescription benefit for the elderly 

($3.4 m illion), school construction 

($2.4 m illion) and the department 

o f  children, youth and families 

($3.2 m illion).

T h e  F Y  2002 budget gap is $70 

m illion ($35 m illion revenue 

shortfall and $35 m illion irt 

spending overruns). T h e  governor 

Iras proposed shifting resources 

from other funds (e.g., greyhound 

racing and video lottery terminals) 

to the general fund in fiscal years 

2002 and 2003. H e  also has 

proposed cutting the m otor 

vehicle excise tax exem ption and 

delaying $17 m illion in capital 

projects.

Th e  governor’s budget has not 

been released, but the budget 

office forecasts a $300 million 

deficit.

N o  tax increases currently arc 

being considered.

There  arc no significant proposals 

to balance the F Y  2003 budget at 

(Iris tim e because the governor's 

proposal has yet to he released.

South

Carolina

General fund tax collections were 

$52 m illion (2.6 percent) helow 

the revised estimate in December. 

Despite the revenue performance, 

the hoard o f  Econom ic Advisors is 

projecting revenues to meet the 

revised estimate b y  the close o f  the 

fiscal year. Revenues need to giosv 

2.3 percent to sustain the revised 

growth estimate.

Fo llow ing  a 4 percent reduction in 

F Y  2002 spending by the Budget 

C on tro l Board, general fund 

expenditures remain on target.

Budget balancing measutes 

include $302 m illion  in cuts and 

$100 m illion w ithdrawn from the 

rainy day fund.

N o  budget shortfall is projected in 

F Y  2003. in pan because o f  the 

reduced base budget in F Y  2002.

N o  tax increases arc being 

considered.
/\cross-ihc-hoard spending cuts arc 

receiving some consideration in 

the F Y  2003 budget.

South  Dakota General fund revenues were $17.6 

m illion lower than the original FV  

2002 estimate, primarily from a 

decrease in sales tax revenues.

General fund expenditures are on 

target.

Reserve hinds svill cover the 

revenue shortfall.

A  shortfall is expected, and 

policymakers are proceeding w ith  

caution.

N o  tax increases arc being 

considered at this time.

Reserve funds likely w ill lie used 

for the F Y  2003 budget shortfall. 

N o  other proposals arc being 

discussed at this time.

Tennessee General fund revenues have not 

improved. The shortfall stood at 

$158 m illion through the end o f  

December. Sales tax collections are 

$70.5 m illion  short and 

franchise/excise taxes are $87.1 

m illion under.

Expenditures arc on target. T h e  state faces a budget gap o f  

$350 million in  F Y  2002. Th e  

governor Iras implem ented a 

hiring and travel freeze. State 

officials arc talking about a 

temporary sales tax. T b c  state 

already used a portion o f  its 

tobacco settlement funds.

Th e  state needs $705 million in 

new  revenue in F Y  2003 to 

maintain current funding levels.

State officials currently arc 

discussing options, bur specific 

proposals arc unknown at this 

tittle.

State officials currently arc 

discussing options, hut specific 

proposals aie unknown at this 

tinte.

Texas General fund < tx collections 

remain on  target svitli budgeted 

estimates through December. 

[Fiscal year began Sr.pt. 1.) Sales 

tax collections are rip 1 percent, 

which is be low  the 2 "/ percent 

sales tax growth rate projected for 

he b iennium . T h e  outlook on 

eventie growth for the remainder 

a f the biennium  is positive.

Gcttcral fund expenditures remain 

on target w ith  budgeted estimates.

W l r V  there is no budget gap to 

mention in F Y  2002, state 

agencies have been asked to review 

their spending plans. T h e y  have 

not been given a directive on any 

'iidgci cuts.

There is a potential for problems 

It areas such as Medicaid and 

S C H IP  as signs o f  caseload and 

description drug cost increases 

regin to appear A n y  adjustments 

to spending in the biennium  w ill 

occur during the 2003 legislative 

session.

T h e  Legislature is not in regular 

session irt 2002.

A n y  potential sltorifall in the 

biennial budget w ou ld  be 

iddrcsscd itt the 2003 regular 
session.
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State

W h a t 's  the revenue situation 

through the end ofD ecem ber? I f  

revenues are on target w ith  a 

revised forecast, h ow  does the 

revision compare to the original 

estimate?

Are  any areas o f  general fund 

spending user budget? I f  yes, 

svltat are they? A re  there other 

areas o f  concern?

I lo w  large a budget gap dues the 

state face in P Y  2002? 1 lo w  is the 

stale addressing that gap in l:Y  

2002?

W h a t ’s the budget outlook for PY 

2003?

1

Are any lax increases being 

considered to close the budget 

gap in P Y  2003?

W ha t significant proposals are 

being discussed to balance the F Y  

2003 budget?
U ta li Collections arc on target with the 

October estimate, revised to reflect 

flat icvcnue growth. Collections 

were tunning 3 percent below the 

estimates m ade in spring 2001. 

Personal incr me tax anil corporate 

franchise collections are down the 

most.

I;Y  2002 expenditures ate on 

target, but budget icdllciinns arc 

anticipated to meet revised 

revenue conditions.

Based on original P Y  2002 

appropriations, there is a budget 

gap o f  $202 m illion A  bill to 

reduce spending is not yet final.

T h e  P Y  2003 budget outlook is 

cautiously optimistic, based on 3.5 

percent revenue growth from a 

new  lower has

N o  tax increases or other revenue 

enhancements are under 

consideration at this time.

A ll agencies w ill sec budget 

reductions in P Y  2003; travel 

expenses ate targeted

Verm ont The PY 2002 general fund revenue 

forecast was revised downward by 

another $18 m illion (2 percent). 

T h e  revenue forecast has been 

revised downward  by $40.5 

m illion (4.5 percent) since July. 

Incom e tax revenues arc running 

significantly be low  estimate.

N o  significant spending overruns 

have emerged.

Pile P Y  2002 budget gap is $21 

m illion. To ta l tcscissions arc $20 

m illion for the year. Direct state 

support for K-12 education and 

human service benefit programs 

were not cut. O n e -tim e  

appropriations were delayed.

P Y  2003 w ill be another difficult 

year. T h e  governor recommended 

a budget svitlt $891 m illion in 

general fund spending (a 1 percent 

increase in base spending).

T h e  governor proposed raising fees 

for m otor vehicles and licensing. 

There m ay be consideration o f  

raising the cigarette tax, but the 

governor d id  not include it in his 

budget proposal.

T h e  governor's budget would 

greatly reduce spending.

Virgin ia General fund revenue collections 

are projected to be short b y  $990 

m illion (9 percent) from the 

budgeted level. T h e  projected 

growth rate under the revised 

estimate is n ow  0.8 percent 

compared to 6.7 percent in the 

adopted budget. Personal and 

corporate incom e tax collections 

ire underpcrform ing, svhile sales 

tax collections remain stable.

Some areas, including Medicaid 

and the children's health program, 

arc over budget General fund 

spending is about $300 m illion 

over budget.

T h e  P Y  2002 budget gap is $ 1.3 

billion (11.8 percent). T h e  state 

has addressed it b y  implem enting 

a 2 percent across-the-board 

budget cut and using $259 m illion 

in Medicaid  intergovernmental 

transfer payments. A  pending 

[iroposal would  push the across- 

the-board cuts to 3 percent o f  the 

budget.

A  potential budget gap o f  $2 

b illion  looms over the 2003-200-1 

biennium .

N o  tax increases arc being 

considered at this time.
Proposals to balance the budget in 

tbc upcom ing biennium  include 

redirecting revenue generated by  

the I 2 cent sales tax on m otor fuels 

from the highway trust fund to the 

general fund, enacting $400 

m illion in across-ihe-hoartl cuts 

and shifting school construction 

funding.

©  2002, National Conference of State Legislatures. This document may not he reprinted without permission. 2 7
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State

W h a t's  the revenue situation 

through th e  end o f  December? I f  

revenues are on taigel w ith  a 

revised forecast, b ow  does the 

revision compare to the original 

estimate?

Are any areas o f  general fund 

spending over budget? I f  yes, 

what are they? A re  there other 

areas o f  concern?

1 lo w  large a budget gap does tire- 

state face in F T  2002? 1 lo w  is the 

state addressing that gap in F Y  

2002?

W h a t 's  the budget ou tlook for FY 

2003?

Arc any tax increases being 

consideresl to close the hmlgct 

gap in F Y  2003?

W h a t significant proposals are 

be ing  discussed to balance the F Y  

2003 budget?
W ash ington Revenue estimates were adjusted 

d m v n T  " * " "  i '  , Nccnt) for 

the biennium  in Novem ber 2001. 

Revenue collections currently are 

tracking svitli die revised forecast. 

T h e  next forecast svill lie in m id - 

Fchmary, but on ly marginal 

changes are expected.

Overruns have increased since 

June, totaling between $300 

m illion and $400 million for 

M edicaid, corrections, tori 

liabilities and lawsuits, Die 

lighting, and K-12 education 

Health care per capita 

expenditures may increase shatply 

beyond current projections.

Moderate revenue gains were 

offset h y  increased health care 

expenses, so the budget gap 

remains at S 1.25 billion (-1.9 

percent) for the biennium. Th e  

governor's budget addresses the 

gap m ostly through cuts hut also 

calls for an $80 m illion lap o f  the 

rainy slay fund. Hum an  services 

arc most affected. K -12 education 

is protected. O th e r  actions include 

increasing state employee 

contributions to health care plans, 

reducing local government funds 

and pension payments, and 

a llow ing higher education 

institutions to set tuition rates. 

T h e  governor's budget also 

proposes a 10 percent statewide 

tax on gambling, repeal o f  a tax 

exem ption, participation in the 

Big G am e lottery and increasing 

staff at the revenue department m 

boost collections. R esen t fumls 

m ay he tapped. T h e  legislature 

m ay consider K -12 education for 

budget cuts and is looking for 

funds to restore some human 

services funding.

T h e  budget gap for the 2003-04 

biennium  is expected to be $500 

m illion m  $1 billion. Legislators 

arc vcrj’ concerned this year w ith  

finding a transportation funding 

solution, such as raising the gas 

tax. Th is  issue is likely to go the 

volets. Stiuctural problems in the 

state's operating budget arc likely 

to receive more attention in future 
sessions.

N o th in g  is being iliscusscd At this 

point for the 2003-04 biennium .
N o th in g  is being discussed at this 

po in t for the 2003-04 biennium . 

W ash ington  is likely to lag in 

econom ic recovery because o f  its 

dependence on the aerospace 

industry.

W es t Virginia HY 2002 revenue collections svere 

S43.I m illion (3.4 percent) more 

than projected through the end o f  

December. Corporate and 

personal income tax revenues are 

runniug ahead o f  estimates; sales 

taxes ate behind.

General fund expenditures arc on 

target.

There  is no budget gap in F Y  

2002.
Flic F Y  2003 budget appears to he 

O K . Because revenue growth is 

expected to s low to 1 percent, 

agencies have been asked to cut 

their budget requests b y  3 percent.

l ax increases arc tint likely to he 

considered.
Agencies have been asked to cut 

budget requests h y  3 percent.

W isconsin A  revised general fund estimate for 

the 2001-2003 biennium , (which 

covers F Y  2002 and F Y  2003) 

ltojccts revenues w ill be slmtt 

S I .12 billion (5 percent) 

compared to the budgeted 

estimate. T h e  revenue shortfall is 

expected to he $450 m illion  in the 

ust half o f  the b iennium  and 

sfdlO m illion in the second, 

’ crsonal incom e and sales tax 

ollectinns have fallen from 

irojccred levels.

General fund expenditures are on 

target w ith  the budgeted estimate, 

but some pressures ate expected in 

medical assistance.

T h e  total budget gap for the 2001 - 

2003 biennium  is $1.12 billion (5 

icrccnt). T h e  governor has 

imposed a budget reform 

laclugc, hut it has not been 

nttoduced in the Legislature. A  

najor aspect o f  the governor's 

iroposal is possible elim ination o f 

he state's revenue sharing 

uograiti. M ost state agencies 

vou ld  see budget cuts o f  3.5 

icrccnt in d ie first half o f  the 

licnn iim i and 5 percent in the 

ccond. Th e  Legislature supports 

cross-thc-hoard cuts and use o f 

note tobacco settlement funds.

Flic total budget gap for the 2001- 

2003 biennium  is $1.12 billion (5 
icrccnt).

N o  general tax increases arc being 

considered

I lic governor is ptopos'ng 

>al.iiicing die bmlgct w ithout any 

tax increases and would 

m plem cnt a series o f  state and 

ocal government spending cuts. 

F lic slate spending cuts would 

iffcct most state agencies.
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State

W h a t 's  the revenue situation 

through the end o f  December? I f  

revenues are on target w ith  a 

revised forecast, how  does the 

revision compare to the original 

estimate?

A re  any areas o f  general fund 

spending over budget? I f  yes, 

what are they? Are  there other 

areas o f  concern?

1 lo w  large a budget gap does the 

stale face in I T  2002? 1 lo w  is the 

state addressing that gap in F Y  

2002?

W h a t 's  the budget outlook for F Y  

2003?

Are  any tax increases being 

considered to close the budget 

gap in F Y  2003?

W h a t significant proposals are 

being discussed to balance the F Y  

2003 budget?

W yo m in g M o s t revenues through December 

were ahead o f  projections. Th e  

general fund revenue estimate was 

revised slightly upward for F Y  

2002 (less than 1 percent) due to 

higher than anticipated sales and 

use tax revenues. Th e  increase 

more than offset decreases in 

scvetaitce tax and interest income, 

which were lowered slightly from 

the original forecast. To ta l mineral 

severance tax atrd federal mineral 

royalty forecasts were lowered for 

F Y  2002 and F Y  2003, but not 

significantly. A l l  other revenue 

forecasts are o r  target.

General fund expenditures are on 

target.

There is no budget gap. T h e  governor's proposal fur the 

2003-2004 biennium  left $01 

m illion  in the general fund (or 

budget reserve account). 

D epending  on legislative action, 

there appears to he adequate 

revenue available for the 2003- 

2004 biennium .

T h e  revenue com m ittee has 

subm itted an omnibus tax hill for 

consideration hy the legislature in 

the event additional tax revenue is 

needed.

There do not appear to he any 

issues w ith  balancing the budget.

Source: Nationa l Conference o l State Legislatures, January 2002
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This report i.s avaihthlt* in il.s ctilirely free to NCSL constituents and for S25.00 i<> noii-eonsiiuieius Please call Lisa 
Houlihan a! 303-830*2200 \  160 lo order a copy.

The downward spiral in state fiscal conditions continues, with nearly every state reporting a budget gap. A January 
2002 survey conducted by the National Conference of State Legislatures (NCSL) revealed that although the bulk of 
the problem is on the revenue side of the ledger, a growing number of states are facing spending overrruns.

This report is based on information collected from legislative fiscal directors in late January. It covers the revenue 
and expenditure situation through December 2001, with January updates when they were available. While most of 
this report addresses budget problems in FY 2002, it also takes a look at fiscal developments affecting FY 2003 
budgets.

These are the highlights of NCSL’s January survey update:

Revenues continue to be anemic. Forty-five states and the District of Columbia report that revenues have 
failed to meet budgeted levels.
Nearly half the states have revised their FY 2002 revenue forecasts down. In eight of these, revenue 
collections are failing to meet the revised levels.
Five states—Louisiana, North Dakota, Texas. West Virginia and Wyoming—report that revenues are on 
or slightly above target. Wyoming has revised its forecast up slightly, due to higher than anticipated sales 
and use tax revenues.
Twenty-eight states and the District of Columbia report that spending is above budgeted levels.
Medicaid is over budget in 23 states, with another five expressing concern that it could exceed budgeted 
levels in coming months.
Other programs exceeding budgeted amounts include temporary cash assistance, mental health, 
corrections, state employee health plans, education, security and prescription drug assistance for the 
elderly.
At least 30 states have implemented budget cuts or holdbacks to address fiscal problems in FY 2002. 
Another nine report that cuts are possible before the fiscal year ends.
Most state programs have been affected by budget cuts. The magnitude of budget gaps has been 
significant enough that even programs that often are spared from cuts, such as K-12 education, have 
been reduced in some states.
Fifteen states and the District of Columbia already have tapped reserve funds to help balance their FY 
2002 budgets. Another 10 states may tap reserves. At least eight states have or will consider tapping 
tobacco settlement funds.
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• Thirty states have implemented belt-tightening measures. At least seven states have delayed, reduced or 
canceled capital projects. Several others have shifted financing for these projects from general fund 
support to bonds. At least two states have refinanced outstanding debt.

• Other measures enacted or under consideration to help balance the FY 2002 budget include hiring 
freezes, redirecting special fund revenues into the general fund, boosting gaming revenues, delaying 
scheduled tax cuts and increasing state employee contributions to health care plans.

• Two states—Arizona and California-will address FY 2002 budget problems in special sessions that run 
concurrently with regular sessions. Oregon, which is not scheduled to meet in regular session this year, 
expects to hold a special session to address growing budget problems.

• At least 37 states and the District of Columbia face potential budget gaps in FY 2003. Most of the 
projected budget shortfalls are due to weak revenues and increasing costs in program areas like Medicaid 
and K-12 education.

• Tax proposals to help balance FY 2003 budgets are under consideration in 19 states.

Table 1.

Key Fiscal Developments in FY 2002

January Update

Key Fiscal Developments
October 2001 

(Number of States)

November 2001

(Number of States)

January 2002 
(Number of 

States)

Revenues below projections 44 44 46

Expenditures over budget 17 22 30

Budget cuts or holdbacks

Use of reserves

Other measures to balance the 
budget

28

20

36

24

14 22

39

26

30

Source: National Conference of State Legislatures, October 2001; Updated November 2001 
and January 2002

See also:
Stale Fiscal Outlooks since 1998, including the two most recent:
State Fiscal Outlook 2002: November update (also available in portable document format) 
State Fiscal Outlook 2002: October update

Visitor counts for this page.

National Conference of State Legislatures 
INFO@NCSL.ORG (autoresponse directory)

Denver Office:
1560 Broadway, Suite 700 
Denver, CO 80202 
Tel: 303-830-2200 
Fax: 303-863-8003

Washington Office:
444 North Capitol Street, N.W., Suite 515 
Washington, D.C. 20001 
Tel: 202-624-5400 
Fax: 202-737-1069
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ALASKA DEPARTMENT OF REVENUE DRAFT

page 2 ol 3.
A la sk a  S A L E S  TAX In te rac tiv e Insert you r SA LES  TAX rate. 

Then , go to “exem ptions input j 
page tab" and choose  you r

S a les  T a x  Rato: 3% sa le s  tax exemptions.
To ta l Exem ptions Se lec ted  (page It): 54

T O T A L  Sa les  T a x  R evenue  Generated : $447,076 P le a s e  s e e  a s s u m p t io n s
b e low .

Percent of Alaska

So los T a x  Revenue Exem p tion s  S«l«« Tux Rivanuo

Accomodations & Food Services $ 31,964 0 7.15%
Retail Trade S 184,615 2 41.34%
Health Care &  Social Assistance2 $ . 15 0.00%
Education2 s -  : 3 o.oo%-
Professional, Scientific & Technical Services s 28,376 0 6.35%
Administrative Support & W aste Managem ent & s 17,765 0 3.97%
Remediation

Arts, Entertainm ents Recreation2 $ 5,048 0 1.13%
Wholesale s -  ■ 15 0.00%
Real Estate & Rental & Leasing s 8.898 1 1.99%
Information $ 31.158 0 6.97%
Mining s - 3 0.00%
Utilities $ 1 0.00%
Construction $ -  . 3 0.00%
Manufacturing s - 10 0.00%
Transportation &  Warehousing s 100,406 0 22.46%
Finance & Insurance s 29,281 0 6.55%
Other Services (except Public Administration) s 9,160 1 2.05%
Managem ent of Companies/Enterprises s 205 0 0.05%

Sector

Estimated 

safes, reclepts or 

revenue 1997 

(51000)'

S A L E S  T A X  
Revenue 

($1000)
Percent ol Alaska 

SaloaTax Ravonui

Accomodations & Food Services $ 1,065,459 S 31,964 7.15%
Retail Trade $ 6,160,508 $ 184,815 41.34%
Healln Care & Social Assistance2 S • $ - 000%

Education2 s - s - 0.00%

Professional, Scientific & Technical Services $ 945,873 s 28,376 6.35%
Administrative Support & W aste  Managem ent 8 

Remediation
$ 592,161 $ 17,765 3.97%

Arts, Enlertalnment & Recreation2 $ 168,275 s 5,048 1.13%
Wholesale s - S - 0.00%

Real Estate &  Rental &  Leasing $ 296,593 s 8,898 1.99%
Information s 1,038,594 s 31,158 6.97%
Mining $ - s • 0.00%

Utilities s - $ • 000%

Construction s - s • 0.00%

Manufacturing $ - s - 000%

Transportation &  Warehousing $ 3,346,867 s 100,406 22.46%
Finance &  Insurance3 $ 976,040 $ 29,281 6.55%
Other Sen/ices (except Public Administration) $ 305,343 s 9,160 2.05%
Managem ent o f Companies/Enterprises s 6,844

14,902,557

s
s

205

447,076

005%
100.01%

' Only Includes salos, revenue or receipts from employers with paid employees. Nonomployors account lor roughly 3%  of business activity 

Auxiliaries, excluding corporate subsidiaries and regional managing offices, are also not included (or confidentiality reasons.

1  Only includes firms subject to the federal Income tax.

'J On ly Includes credit intermediation &  related activities and agencies brokerages a and other insurance related activities 

i ASSUMPTIONS?
(1) N o  Increases or decreasos In revenue w ith  changes in the econ om y and/or population after 1997.

(2) N o  Increase In mall ordor, d lroct T V  or Internet sa les as b percent o f total va lue c f sa los from 1997.

(3) N on -com p llanco  w ith  the sa les  and  use tax Is zero.

(4) C h an ges  In the sales tax rato d o  not result In changes In consum er or b us in ess  cholcos (e.g., Increase In o u t-o f- 

s ta lo  purchases).

(5) E xem p tion s  are not leg is la tive ly  prohibited.

(6) Industry classifica tions correspond  c lose ly  to tho good  or sorvico.

Source: U.S. Department ol Commerce, Bureau ol Census: '1997 Economic Census"

2/26/2002 8:24 AM



Holmajl Message http://Iw7fd.law7.hotmail.msn.eom/cgi-bi...wcid=&start=506850&len=19636&src=&esmsg:

Shopping . Money • People &  Chat- MSN Home/-.v?- M y MSN Hotmail Web Search
Sign Out

Previous Next | Close

rynnieva@hotmail

Save Address(es)

From: ""<akreg@gci.net>

Reply-To: ""<.akreg@gd.net>

To: "Rynnieva & Del” <rynnieva@hotmail.com>

Sub je c t: TAX ALERT ! ! !

Date : Sat, 9 Feb 2002 22:49:35 -0900 

Reply Reply All Forward Delete Put in Folder... p *}

ALASKANS FOR RESPONSIBLE GOVERNMENT 
AKREG@GCI.NET

Are you concerned about A laska 's  $7,126 BILLION d o l la r  Bloated Budget 
and the move by the Knowles/Ulmer Adm inistration to reach in to  your 
pockets for  another $400 MILLION?

iotmail.com

is(es)
Block

Printer Friendly Version

I f  so - you need to take ac t io n  NOW!

R epresen ta tive  John C ogh ill ,  Chairman of the House S ta te  A ffa irs  
Committee, has c a l le d  for hearings next week on 5 TAX b i l l s .  Rep.
Coghill i s  NOT in  favor of levying taxes - he i s  holding these  hearings to 
bring a t t e n t io n  to  the is su e  of tax a tio n .

You need to  email Rep. Coghill with your views on A laska 's  budget. He 
w i l l  pass your opinion on to  the o ther members of h is  committee and the 
o ther members of the l e g i s l a t u r e .  Rep. C o g h i l l 's  email i s :

Representative_John_Coghill@ legis. s t a t e . a k .us

The S ta te  A ffa ir s  Committee w i l l  be considering the following House B i l l s :

Tuesday - February 12th 8:00 a.m. - Room 205 - Butrovich Room

HB 303 By R epresen ta tives  Whitaker, F a t e ,■Lancaster
Relating  to Levy and C o llec tio n  of Sales Tax

Thursday - February 14th (Happy V alentines Day) - 3:00 a.m. - Room 205

HB 10 By R epresen ta tive  Moses 
R ela ting  to  Taxation of Income

SSH3 199 

Income

Saturday - February 16th

By R epresen ta tives  Hudson, S calz i
R ela ting  to Taxation, Including  Taxation of

10:00 a.m. - Room 205

I o f 7 2/10/2002 3:44 PM
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Hotmail Message http://lw7t'd.law7.hoimail.msn.coin/cgi-bi...weid=&slart=506850&len=l962

HB 6 9 By R epresen ta tive  Rokeberg
R ela ting  to Income of the Permanent Fund

HB 304 By R epresen ta tive  Whitaker, Fate
R ela ting  to D isposit ion  of the Permanent Fund

I f  you a re  concerned about A laska 's  ballooning  budget - then you need to 
l e t  Rep. C oghill  know your views - Don't w ait -  email MOW!

The follow ing i s  a b r ie f  breakdown of A laska 's  Budget.....

FY 02  ( m i l l i o n s )
7 , 1 2 6 . 2 TOTAL STATE SPENDING

2.417.1
2 . 0 9 7 . 9  
743 . 8  
7 1 . 4
8 7 . 1
1 . 7 0 8 . 9
2 . 4 1 7 . 1
9 2 7 . 2
7 5 0 . 7
3 3 8 . 8  
1 9 5 . 5  
114 . 0  
2 9 . 7
6 1 . 2
1 . 5 4 3 . 9  
873 . 2  
4 , 5 7 0 . 3

General Fund
Federal Funds
S ta tu to r i ly  R e s t r ic te d
Dedicated
Trust
Permanent Funds
General Fund Budget
Core Government
Local Schools
Grants/Formula Programs
U niversity
C ap ita l P ro jec ts
Local Government A ssistance
Debt Service & Fund C a p i ta l iz a t io n s
Pro jec ted  E x is ting  General Fund Revenues
P ro jec ted  F isc a l  Gap
Cash Reserves

ALL OF THE LEGISLATORS EMAIL ADDRESSES CAN BE FOUND AT 
THE END OF THIS EMAIL......

The following a re  comments from Alaskans about A laska 's  f i s c a l  problems

I would l ik e  to  s ta t e ,  on behalf  of the two vo te rs  in  th is  household, th a t  we 
are  adamently ag a in s t  an income tax, e s p e c ia l ly  a p rog ress ive  tax  of any 
kind. That i s  too s o c i a l i s t  fo r  us. We would wholeheartedly support a s a le s  
tax, as i t  i s  a f a i r  and equal way to tax consumption by the populace and 
r a is e  revenue. Before any taxes take place , some strong  arm budget cu ts  
need to be made. Granted, budget cu ts  may be unpopular with some 
people, but they must be made and someone needs to s tep  up to the l in e  
and get them done.
Thank you,

I Have never w r i t te n  l e g i s l a t o r s  or t e s t i f i e d  concerning s t a t e  budget 
m atters ,  but my r e s is ta n c e  has been ove.come by the pos tu ring  and lack 
of courage to take ac tio n s  necessary  to put the S ta te  on a sound f i s c a l  
course. I am copying a l l  members of the l e g i s l a tu r e ,  so those 
c h a ra c te r iz a t io n s  may or may not f i t  any p a r t i c u la r  r e c ip ie n t  of th is  
message. Even i f  i t  f i t s ,  my in te n t io n  i s  not so much to offend as i t  i s  
voice a cha llenge  to be f o r th r ig h t  in  addressing  the budget. For anyone 
who has not read "P ro f i le s  in  Courage" by Jack Kennedy, I commend i t  to 
you, as i t  enables the reader  to  see th a t  doing what i s  r ig h t  i s  fa r  and

t o
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away b e t t e r  than doing what i s  popular.

I have heard the "gap" f igured  a t  around $1 b i l l io r .  th i s  year .  I w i l l  
forego commenting on the need to con tro l  spending, the need to c re a te  
m otivation a t  the agency and employee lev e l to a c t iv e ly  .mestion how 
functions can be p r io r i t i z e d  and accomplished a t  l e s s e r  co s t  ( i . e . ,  the type 
of m otivation and response the p r iv a te  sec to r  employs of n e c e s s i ty  as i t  
has no power to tax o th e rs ) ,  and the a v a i l a b i l i t y  of o ther  funding sources . 
Rather, I wish to  challenge the l e e l s l a tu r e  to address the wisdom as well 
as the moral and economic p ro p r ie ty  of continuing the PFD giveaway in  
unabated fashion in  p e rp e tu i ty .  I can a lready  hear minds c a lc u la t in g  the 
votes (99 c o n s t i tu e n ts  a g a in s t  touching "my" PFD for each 1 w i l l in g  to 
give up a p o r tio n  of the giveaway for the sake of f i s c a l  so lv en c y ) .
Recognizing the p o l i t i c s  involved, I have l i t t l e  hope th a t  the l e g i s l a tu r e  w i l l  
a c t ,  but am making my comments d esp ite  the odds.

)
The Permanent Fund was not c rea ted  for the purpose of enabling the 
s t a t e  to hand out $1,700 checks every year to every to d d le r ,  every 
mailbox bashing bored teenager, every S e a t t le  r e t i r e e  who decided to 
move to Alaska to be near ch ild re n  (or f i s h ) ,  every snow b ird in g  m i l l io n a i r e ,  
or every member of m> family. Rather, the Fund was c rea ted  to provide a 
savings account in  which revenues excess to cu rren t  needs would 
accumulate and grow u n t i l  such time as they could be tapped to cover 
necessary budget components for which dec lin ing  o i l  revenues proved 
in s u f f i c i e n t .  Lest you th ink  I am proposing an invasion  of the Fund or a 
d ep le tio n  of i t s  p r in c ip a l ,  I am not. Nor am I proposing th a t  i n f l a t i o n  
proofing end. C ontribu tions  to the Fund, and i n f l a t i o n  proofing  can 
continue unabated u n t i l  such time as the f i s c a l  demands are  even g re a te r  
than a t  p re se n t .

What I f ind  unconscionable i s  the in s is te n c e  th a t  the S ta te  maintain the 
public  c i rc u se s  (unlim ited  PFD's) l e s t  the vo te rs  r e v o l t .  Many, and 
possib ly  most c i t i z e n s  of Alaska were not born here, but came of t h e i r  own 
free  w il l  because they thought i t  in th e i r  best i n t e r e s t  to do so, j u s t  as 
o thers  move to S e a t t le ,  F lo rida ,  Texas, or anywhere e lse  seeking a b e t t e r  
job, c lim ate , l i f e ,  e tc .  We do not need to pay everyone for moving to , or 
remaining i s  Alaska. I

I have th ree  ch i ld re n  who rece ive  PFD's every year. Make no mistake, "
i t ' s  nice to ge t the money. Like most o the rs ,  i t  goes to Costco |
(headquartered ou ts ide  Alaska with most shareholders  ou ts ide  Alaska) or t
Alaska A ir l in e s  (S ea ttle )  , or Charles Schwab (with no meaningful b e n e f i t  to 
Alaska) or a condo r e n ta l  in  Hav/aii. Some small p o r tio n  no doubt t r i c k l e s  
down w ith in  the s t a t e ,  in  theory helping to  c re a te  a few more jobs (which 
add nothing to the S ta te  revenue base and or.ly add more mouths a t  the 
PFD trough). I t ' s  unfo rtunate  th a t  the m ajority  of people (whether in  
Alaska or elsewhere) seem to evalua te  r ig h t  and wrong, f a i r  and u n fa ir ,  
l a rg e ly  in  re l ia n c e  on the impact to th e i r  personal w a l le t .  I t  i s  equally  
unfo rtuna te  when e lec ted  r e p re se n ta t iv e s  a re  unw illing to exp la in  the 
fac ts  of l i f e  and r i s k  n o n -re ten tio n .

This year the S ta te  w i l l  take in  a stream of revenues. Of those revenues, •;
roughly $1 b i l l i o n  w i l l  then be mailed out to every re s id e n t ,  i r r e s p e c t iv e  
of any need-based co n s id e ra t io n s ,  i r r e s p e c t iv e  of any d e l ib e ra te  p o licy  »
determ ination  th a t  the b e n e f i ts  m erit such an expenditure, and i r r e s p e c t iv e  
of the fa c t  th a t  roughly $200-300 m il l io n  of those S ta te  revenues w il l  be
need less ly  siphoned o f f  to the U.S. Treasury in  the form of income taxes .

The budget gap could be c losed  in  a hea r tbea t  i f  the S ta te  would c lose  
down the PFD b r ib e  system (we pay you, you l e t  us save some cu rren t  
revenue for fu tu re  needs in s tead  of wasting i t  a l l  each y e a r ) . The budget 
gap could be reduced to  a modest problem i f  we even capped PFD's a t ,  
say $500 ( s t i l l  enough of a bribe  to keep folks going to the public  c ircu s)  .
Or, i f  the shock i s  tco much to bear, cap i t  a t  a to le ra b le  le v e l  with s tep
down decreases over 3-5 years  to wean people from the trough.
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U nfortunately , the p o l i t i c a l  c u rren t  seems to be flowing in  the d i r e c t io n  of 
imposing income taxes . The ta r g e t ,  seen a l l  too o f te n  in  p o l i t i c a l  spheres, 
i s  to d iv id e  the popu la tion  and put the burdens on the le s s e r  number of 
v o te rs  in  o rder to ensure continued favor with the g re a te r  number of 
v o te rs .  As Alaskans who would l ik e  to  see ANWR developed, we know 
what th a t  fe e ls  l ik e  (congressional members who a re  adamant in  opposing 
o i l  and gas development because they can count the votes in  th e i r  
d i s t r i c t ) . I t s  too bad we a re  so quick to  p a r ro t  th a t  approach to d ec is io n  
making. In s tead  of dea ling  with runaway PFD outflow s, an income tax 
w i l l ,  sooner or l a t e r ,  be imposed. Those who drag themselves out of bed, 
b leary-eyed , and trudge o f f  to work each day to earn  a l iv in g ,  w i l l  have 
t h e i r  pockets tapped so the S ta te  can simply g ive  the money to o thers  
( to d d le rs ,  unemployed teens, m i l l io n a i r e  r e t i r e e s ,  e t c . ) .

I f  the S ta te  needed an income tax  in  o rder to pay for h e a l th  care , to 
address the scourge of poverty  fo r  those who due to  circumstances are  
unable to  have decent housing, n u t r i t i o n ,  c lo th in g ,  e t c . ,  to b u ild  out sewer 
and water in f r a s t r u c tu r e  where i t  i s  lack ing , I would be the f i r s t  to s te p  up 
and g lad ly  pay an income tax  (or donate to c h a r i t i e s  absent an income 
t a x ) . I f  the S ta te  needed an income tax  to  c re a te  or continue any program 
which, on i t s  m e r i ts ,  was deemed necessary , I might d isag ree  on a case 
by case b a s is ,  but would d efe r  to the c o l le c t iv e  judgment. Where I draw 
the l in e ,  and urge the l e g i s l a tu r e  to draw the l in e ,  i s  when an income tax i s  
not imposed to  c a r ry  out any government function  a t  a l l ,  but simply to 
r e d i s t r ib u t e  income from those who earn  i t  to those who do not (with a 
h e f ty  s l i c e  going to Uncle Sam).

Is  there  a v a l id  economic reason to impose an income tax and keep 
paying $1 b i l l i o n  out in  PFD's each year? No. Is  there  a s t a t e  
government need which w il l  not be o therw ise met? No. Is  there  a 
need-based r a t io n a le  to take income from those who earned i t  and simply 
give everyone a check (Marx would love the concept)? No. Is  th e re  any 
o ther  s t a t e  government in  the United S ta te s ,  or any n a t io n a l  government 
on the face of the p lan e t  v/hich taxes income fo r  the so le  purpose of 
r e d i s t r ib u t in g  i t  on a non-need based, non-program based approach? No.

There i s  no budget gap. The S ta te  takes in  enough revenue to fund the 
expense s id e .  Where we ge t in to  red ink is  only a f t e r  taking $200-300 
m ill io n  of S ta te  revenue each year to send ( in d ire c t ly )  to the U.S.
Treasury, and sending another $700-1,000 m il l io n  of S ta te  revenue to 
every person who meets minimum residency  requirem ents and has a 
pu lse . I f  the l e g i s l a tu r e  i s  looking for a way to  reduce the PFD burden 
without c u t t in g  PFD's, perhaps an income tax  i s  the way to go. Those 
who work hard and c re a te  jobs for o the rs  w i l l  ev en tu a lly  move out of s t a t e  
(fewer PFD o b l ig a t io n s ) .  Of course, they n igh t be o f f s e t  by the inflow of 
o thers  who want to  take th e i r  vacated  spc t  a t  the pub lic  trough. Thanks 
for reading th i s ,  and may your conscience be your guide 
JUST SOLVE THE PROBLEM

I f  our d e f i c i t  i s  $1B. Cut spending. Why i s  i t  th a t  a l l  e le c te d  
r e p re se n ta t iv e ,  whether s t a t e  or fe d e ra l ,  re fu se  to  understand th i s  when 
they are  spending someone e l s e ’s money?

I f  i t ' s  your personal f inances, what do you do when your income drops?
You cut your spending. Why i s  t h i s  so hard to understand, when i t  r e l a t e s  
to government?

A Plan That Would Work:
1. Cut Permanent Fund Dividend payments to everyone in  the s t a t e .
I n i t i a t i n g  a S ta te  Income Tax in  Alaska, while g iv ing  away 
money to a l l  c i t i z e n s  of the s t a t e  i s  lud icrous! We as c i t iz e n s  of the 
s t a t e  DO NOT DESERVE a Permanent Fund Dividend, when the s t a t e s '  
expenses a re  almost twice as much as i t ' s  revenues. In fac t  we d o n 't  
deserve a PFD under any c ircum stances. The only reason our
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re p re se n ta t iv e s  h av en 't  voted to rep e l  i t  i s  because they would be 
unpopular and a l l  they want i s  to get re-elected-NOT do what i s  r ig h t  fo r  
the s ta te !

2. I n i t i a t e  a 5% S ta te  sa le s  t a x - i t  i s  the only f a i r  tax, and we ge t
to u r i s t s  to  pay a lso .  Everyone pays, un like  an income tax  where only 
those th a t  work pay.

3. Cut S ta te  Spending to balance the budget th i s  and every year,
rega rd less  the impact on s t a t e  s e rv ic e s .  I d o n 't  have the a c tu a l  volume 
th a t  #1 & #2 above w i l l  pu ll  in to  the tre a su ry -b u t  you do. Whatever the
amount, cut an adequate amount from spending to balance the budget,
without p u l l in g  i t  from rese rv es .  Yes, i t  w il l  hu r t  many people, but i f  we
don' t. have the money-we don' t  have the money.

Think about why s t a t e  revenues a re  down-production is  down, and i t  w i l l
continue to d e c l in e  a t  a r a te  of 5% i t  i s n ' t  coming back. The only way to
get revenue back to p rev iously  high le v e ls  i s  to  produce ANWR.

I t ' s  lud icrous  to  th ink  th a t  the l e g i s l a tu r e  i s  w i l l in g  to spend $12MM on 
promoting tourism , when y o u 're  only w il l in g  to spend SIMM on promoting 
ANWR. The budget c a n ’t  be balanced with tourism unless  you tax each 
to u r i s t  thousands of d o l la rs  to come to Alaska!

Solving th ld  problem w il l  not be easy or p le a sa n t .  But you w eren 't  e le c te d  
to get paid  and not do what is  r ight-w e want so lu t io n s .  In business i f  you 
d o n 't  perform-you get f i r e d .

I f  you d o n 't  perform we w il l  do everything we can to e le c t  someone e ls e .
We d o n 't  want excuses we want you to do what i s  r ig h t .  And yes, you 
might not ge t r e -e le c te d  i f  you do solve the problem-but you w i l l  know th a t  
you did something you can be proud of the r e s t  of your l i f e .  You w i l l  a lso  
know th a t  those before  you d id n ' t  have the guts to do tne r ig h t  th ing  , but 
you did.

A concerned c i t i z e n ;

I am an Anchorage re s id e n t .  I have been following the l e g i s l a t u r e 's  
debate of the S t a t e ' s  f i s c a l  gap c lo se ly ,  as I hope o ther  Alaskans have. I 
be lieve  the answer i s  very simple. You can not spend what you do not 
have. The s t a t e  must do as a l l  c i t i z e n s  and businesses  do when we a re  
in f in a n c ia l  s t r a i t s .  We cut back. I have heard very l i t t l e  from anyone in 
the l e g i s l a tu r e  about c u t t in g  p a y ro l l ,  n o n -e sse n t ia l  s e rv ices  and t ra v e l  
expenditures. Perhaps you should th re a te n  to take our Permanent Fund 
Dividends away from us too. Scare t a c t i c s  work good when you are  
try ing  to d iv e r t  the pub lic  from the r e a l  is su e ,  which is  the S ta te  i s  
overspending. The c i t i z e n s  a re  not g e t t in g  t h e i r  moneys worth. There i s  
too much governmental waste.

Why not s t a r t  w ith trimming the f a t  f i r s t ?  Why is  i t  th a t  the S ta te  has the 
la rg e s t  number of employment ads c o n s is te n t ly  when I look a t  the 
Anchorage Daily Mews c la s s i f ie d s ?  Not only does the S ta te  have the 
most ads, but the wages are  h igher than any o ther  p r iv a te  se c to r  
coun te rpa rt .  Can anyone p lease  t e l l  me what the annual pay ro ll  
expenditure i s  fo r  the S ta te  o f Alaska? How much money would a 10% 
reduction  be equal to? Maybe not enough to f i l l  the s o -c a l le d  gap, but, 
hey i t ' s  a s t a r t .  Then perhaps v/e could reduce each department budget 
by 20%. What kind of f igu re  would th a t  be?

I think you should put a panel of 12 r e s id e n ts  to g e th e r ,  give them red 
pens and l e t  them have a look a t  the budget.

I was ta lk in g  to an Anchorage p ro p r ie to r  l a s t  week whose business was
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d i r e c t ly  and n eg a tiv e ly  a f fe c te d  by the events of September 11. The f i r s t  
th ing  he d id  was to  cut the s a la ry  of the o f f ic e r s  of the business . He 
knows th a t  in  o rder  to  meet the necessary  o b lig a t io n s  of h is  bus iness , he 
had to make c u ts .  But th a t  business i s  doing what i t  takes to surv ive  one 
more year.

I obviously have the time to e-mail every sen a to r ,  l e g i s l a to r  and
re p re s e n ta t iv e .  Believe me, i f  nothing i s  done to  reduce the S ta te  budget
before new taxes a re  enacted, I w i l l  have the time to ta lk  to the
c o n s t i tu e n ts  in  your d i s t r i c t s .  I  have a fe e l in g  th a t  I am not the only hard
working Alaskan th a t  views our budget (overspending) gap th i s  way. The 
answer i s  not to  take more money from the r e s id e n ts ,  but to l iv e  w ith in  
your means, which i s  what the re s id e n ts  have not choice but to do.
Thank you fo r  your time.

S incerely ,
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Slate Budget

Subject: State Budget 
Date: Mon. 11 Feb 2002 09:56:15 -0900 

From: Dave Ausman <polarak@gci.net> 
Organization: Polarconsult Alaska, Inc. 

To: Representative_John_Coghill@legis.state.ak.us

John,

I'm very glad you a re  as in te re s te d  in  th i s  problem.

I would l ik e  to  see long-term so lu t io n s  from our leadersh ip  in  Juneau 
in s tead  of more cowardly l e g i s l a t io n  th a t  heaps the problem on the back 
of working Alaskans. Such sh o rt  s ig h ted  so lu t io n s  may help the c u r re n t  
ad m in is tra t io n  postpone tough budgeting d ec is io n s  but obviously does so 
a t  the expense of s t a t e  economic h e a l th .

For a v a r ie ty  of reasons, the c o r re c t  so lu t io n  is  to cut s t a t e  spending 
d r a s t i c a l ly  and change the revenue source to cap tu re  income generated  in  
s t a t e  by n o n -re s id en ts .

U nfortunately , the permanent fund dividend has become a subsidy and 
a t t r a c t s  la rg e ,  low income fam ilies  to  the s t a t e .  More and more i t  i s  
being seen as an en titlem en t by the same in d iv id u a ls .  Use of s t a t e  
funds in  t h i s  way rep resen ts  an in d i re c t  tax  on those Alaskan's th a t  
s a c r i f i c e  to b u ild  a healthy fu tu re .  Dare i t  be suggested th a t  the 
permanent fund be used for what i t  was in tended, th a t  i s  a s s i s t i n g  the 
s t a t e  in  meeting the budget during a time of d ec lin in g  o i l  revenue?

Let me know i f  th e re  i s  anything I might do to help you in th is  e f f o r t .

David Ausman, P.E. 
Po larconsu lt  Inc. 
1503 W 33rd Ave #310 
Anchorage AK 99503

(907)258-2420 phn. 
(907)258-2419 fax. 
polarak@gci. net
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Income TAXES

Subject: Income TAXES 
Date: Mon, 11 Feb 2002 07:59:39 -0600 

From: "David Matsuno" <dmatsuno@gci.net> 
To: <Representative_John_Coghill@legis..:tate.ak.us>

Dear Representative Coghili:
It is my view that the Alaska Legislature can undertake responsible spending instead of levying taxes from Alaskans 
for their/our budget needs. There shouldn't be any need for income taxes with our oil/permanent fund monies. 
Responsible spending means allocating for those programs that we need and eliminating the "pork". Those that 
have their own interests in mind shouldn't be there in the first place. The good of all and long term stability are 
important to our state.
Sincerely,
David Matsuno 
3701 Eureka St., #77A 
Anchorage, AK 99503

2/11/2002 2:34!
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Stale Bugget and New Taxes

Subject: State Bugget and New Taxes 
Date: Sun. 10 Feb 2002 21:19:07 -0600 

From: "Randy Frank" <randyfrank@mosquitonet,com> 
To: "Gary Wilken" <Senator_Gary_Wi!ken@!egis.state.ak.us>, 

"Gene Tlierriault" <Senator_Gene_Therriault@legis.state.ak.us>, 
"Jeannette James" <Representative_Jeannette_James@!egis.state.ak.us>. 
"Jim Whitaker" <Representative_Jim_Whitaker@legis.state.ak.us>. 
"Pete Kelly" <Senator_Pete_Kelly@legis.state.ak.us>, 
"John Coghill" <Representative_John_Coghill@legis.state.ak.us>

Dear Legislators,

I do not like all of this talk about new taxes without much mention about how much the State already spends per 
capita. But, I am a realist in this area and I know that all of us benefit in one way or the other from state spending. 
Few, if any of us don't apply for the Permanent Fund Dividend or give it back to the State.

If someone tells you that they don't benefit from government spending they are either lying or very uneducated about 
how dependant our society is on not only State dollars but also on Federal dollars. I sometimes laugh to 
myself listening to some of the most conservative voices out there complaining constantly about government waste 
when I know that they work or used to work for some government entity. Or maybe they work for a company in the 
"private sector" that was to some degree dependant on government contracts.

It is very hard to actually cut State spending because so many of us have our hands out for those dollars and we 
have gotten used to that constant flow of money. I like the idea of the limited growth bill in the Legislature that I have 
heard about and think that it would be more palatable to the public than actual cuts. Governor Knowles wants to go 
out with a spending bang and I hope that the Legislature says NO to all of his proposals, though I know that it will be 
hard to do that.

I don't like sending more of my money to the government, but if we have to, I like a broad based tax that touches all 
of us equally. This would educate every resident of Alaska about the cost of government. Instead of the way we used 
to do it where the more wealthy people pay the most and the poorest people get benefits and don't realize where the 
government's money comes from. The best form of this kind of tax would be lowering or eliminating the PFD. The 
next best would be a State wide sales tax with as few exemptions as we can get away with. Personally I would like to 
see NO exemptions. I don't like taxes that hit only a certain sector of society like alcohol or tobacco. At another time I 
will be arguing against an increased alcohol tax, because for many of the service organizations (Elks, Eagles,
Moose, VFW Clubs and American Legion Clubs) their eating and drinking establishments serve as collection places 
so that they can turn around and fund many adult and youth functions in the community. An income tax is my least 
favorite because I hate the idea of income redistribution. The people who are the most productive end up being 
penalized for their ability to not only generate wealth for themselves but to generate jobs and wealth for other people. 
Think of how many direct and indirect jobs that are created by entrepreneurs like Dennis Wise, Gus Johnson,
George Homer, Jim and Mary Binkley or even Gary Wilken. All of these people give to the Fairbanks community 
generously in many ways already. Also if we do institute an income tax there would have to be a new or greatly 
enlarged state bureaucracy to collect this tax.

New or additional taxes on the oil companies could easily reduce their investment in our State. The same argument 
could apply to an increased tax on the cruise industry, Both industries generate many jobs directly and indirectly 
w:thin our State and they could easily move some of these jobs to other parts of the world.

Holding down government growth and spending should be first on our list, then lets talk about new taxes. Any 
incease in tax on Alaskans or capping or eliminating the PFD will mean less for residents to spend and we always 
spend our income more efficently than government.

Thank You for your service to our State.

Randy Frank
P.O. Box 81109 (R es- 698 Darrell Dr.)
Fairbanks, Alaska 99708-1109

I of 2 2 /11/2002 2:34 r
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State-Taxes

Subject: State Taxes
Date: Sun, 10 Feb 2002 15:56:08 -0900 

From: "Birch Ridge Golf" <birchridgegolf@msn.com> 
To: <Representative_John_Coghill@legis.state.ak.us> 

CC: "Mike Chenault \(E-mail\)" <Representative_Mike_Chenault@legis.state.ak.us>, 
"Ken & Mavis Lancaster \(E-mail\)" <Representative_Ken_Lancaster@legis.state.ak.us>

Dear R epresen ta tive  Coghill,
A f r ie n d  and I have been looking a t  the S ta te  Budget v ia  the i n te rn e t .  We 

a lso  looked up the Budget fo r  the S ta te  of North Dakota, a s t a t e  th a t  has 
almost the same population  as Alaska. We found in te r e s t in g  th a t  th e i r  
general fund budget i s  1.6 B i l l io n ,  one b i l l i o n  le ss  than A lask a 's .
Obviously, we the people of Alaska are  w il l in g  to accept much move 
government than the people of North Dakota.

In looking a t  the budget, you find  th a t  Health and Socia l Services budget 
i s  688 pages long, Education, almost 300 pages and on and on. This i s  a 
very d i f f i c u l t  i ■ .d complex issu e  and i t  d id n ' t  ge t th i s  way in  a short 
period  of time. Ct a lso  c a n ' t  be co rrec ted  in  a short period  of time, 
because of what i t  would do to the S t a t e 's  economy. So we c a n ' t  do l ik e  
B r i t i s h  Columbia and cut every th ing  25%, but some c u t t in g  i s  d e f in i t e ly  
requ ired .

My suggestion  would be to # 1, s e t  a goal, for example, a balanced s t a t e  
budget in  20 y ea rs .  Then in  order to achieve th a t  goal, we s t a r t  o ff  by 
c u t t in g  every department, because i t  would be too d i f f i c u l t  to  do i t  any 
o ther way, by 1% per year and a t  the same add .05% a d d i t io n a l  revenues 
(taxes) per year u n t i l  a balanced budget i s  achieved. I f  my math i s  c o r re c t  
1% of 2.6 b i l l i o n  should be about 26 M illion  and 1/2 of 1% would be 13 
M illion or a t o t a l  of 39 M illion? In 20 years you w il l  have reduced the 
budget by 520 M illion  and the c i t i z e n s  of Alaska would be c o n tr ib u t in g  260 
M illion  and you would have a balanced budget and a government th a t  i s  the 
proper s iz e  fo r  i t ' s  population .

In the meantime, you can continue to  p u l l  money from the CBR which w i l l  not 
go away, because we w i l l  continue to have more o i l  lease  s a le s  and one time 
payments of one s o r t  or another.

One C itizen s  Opinion.
R espectfu lly  submitted, Pat Cowan

I of I 2/11/2002 2:33 P.‘
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Subject: Tax bills
Date: Sun, 10 Feb 2002 15:35:36 -0900 

From: Rich Hughes <raha@ptialaska.net> 
To: <Represeniative_John_Coghill@legis.state.ak.us>

Dear R epresen ta tive  Coghill:
I  wish to  go on record as being opposed to  any increase  in  ta x a t io n  u n t i l  

a l l  p o ss ib le  op tions to  reduction  of the s t a t e  budget have been examined and 
implemented. The im position of taxes in  poor economic times w i l l  only 
aggravate the  poor economic conditions and send negative  messages to those 
in tend ing  to  do business in  Alaska. F urther ,  the s t a t e  should be doing 
every th ing  in  i t s  power to  support and promote economic development, not 
discourage i t ;  we are  a n a tu ra l  resources dependent s t a t e .  Our perm itt ing  
system i s  burdensome; DEC has sen t a very nega tive  message to the mining 
industry  in  f in in g  Red Dog for a i r  q u a l i ty  v io la t io n s ,  and the s to ry  goes 
on .

You a re  on the r ig h t  t ra c k .  Keep up the good work.

R espec tfu lly  yours,

Rich Hughes

mailto:raha@ptialaska.net
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STATE BUDGET &  CAPITAL  M O VE

Subject: STATE BUDGET & CAPITAL MOVE 
Date: Sun, 10 Feb 2002 14:57:51 -0900 

From: "Haugens" <haugeng@alaska.net> 
To: <Representative_John_Coghill@legis.state.ak.us>

Dear Rep. Coghill:

I would like to add my name to those other Alaskans that oppose any new tax programs, whether it be taxing the 
residents or industry. I cannot comprehend how the state of Alaska can be considering new taxes when they are 
obviously incapable of controlling the budget. I would in fact be very willing to pay some form of tax if I had any 
sense that we had competent management of our state finances. The bureaucracy and the unions that perpetuate 
the incompetency in the management of this state must eventually be dealt with. We must somehow elect 
individuals that have the guts to take on the bureaucracy both to cut the fat and move the capital to south-central 
Alaska. Juneau has a "death grip" on this state and our representatives go along with it. It must be great to get 
away from the wife and family and those that elected you and have a great old time in Juneau. It simply makes no 
sense to have our capital in Juneau. Those Juneau special interests that claim the move will cost billions of dollars 
are blowing smoke and you and the rest of the gang know it. G e t  rid o f  t h e  f a t  and t h e n  usa the permanent fund by 
eliminating or reducing the dividend -  even if it is political suicide -- get some new blood in there! Make it a gradual 
move with the legislature being the first to move -  in other words put our representatives where the people have 
access to them.

I know you have heard all this a thousand times before but maybe when it is said 600,000 times you and your fellow 
representatives will do something about it. If we could elect citizens that did not view the job as a paycheck and ego 
trip (and not be afraid of being "fired") maybe some effective management would come out of this institution.

George E. Haugen

of I 2/11/2002 2:33 P.*
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State Budget

<Representati ve_Carl_Moses @ legis.state.ak.us,*, 
<Representative_Norman_Rokeberg@legis.state.ak.us>, 
<Representative_Peggy_Wilson @ Iegis.state.ak.us>

I don't: p ro fe ss  to be an expert on the s t a t e  budget, but 
is  p len ty  of room to reduce the cost of s t a t e  opera tions  
o ther measures. Paula Easley

I do be lieve  there  
before considering

2 of 2 2/11/2002 2:33 P

mailto:Representative_Norman_Rokeberg@legis.state.ak.us


State Budget

Subject: State Budget
Date: Sun, 10 Feb 2002 14:58:44 -0S00 

From: "Paula Easley" <peasley@gci.net>
To: <Senator_Rick_Halford@legis.state.ak.us>, <Senator_Loren_Leman@legis.state.ak.us>. 

<Senator_Johnny_Ellis@legis.state.ak.us>, <Senaf . .i_Austerman@legis.state.ak.us>, 
<Senator_Kim_Elton@legis.state.ak.us>, <Senator_Robin_Taylor@legis.state.ak.us>, 
<Senator_John_Cowdery@legis.state.ak.us>, <Senator_Lyda_Green@legis.state.ak.us>. 
<Senator_Georgianna_Lincoln@legis.state.ak.us>,
<Senati.r_Gene_Therriault@legis.state.ak.us>, <Senator_Bettye_Davis@legis.state.ak.us>. 
<Senator_Donny_01son@legis.state.ak.us>, <Senator„John_Torgerson@ legis.state.ak.us>. 
<Senator_Dave_Donley@legis.state.ak.us>, <Senator_Lyman_Hoffman@Iegis.state.ak.us>. 
<Senator_Randy_Phillips@legis.state.ak.us>, <Senator_Jerry_Ward@legis.state.ak.us>. 
'•Senator_Pete_Kelly@legis.state.ak.us>, <Senator_Ben_Stevens@legis.state.ak.us>, 
<Senator_Gary„Wilken@legis.state.ak.us>, <Representative_Brian_Porter@legis.state.ak.us>, 
<Representative_Jeannette_James@legis.state.ak.us>,
<Representative_Ethan_Berkowitz@ legis. state.ak.us>.
<Representative_Harry_Crawi'ord@legis.state.ak.us>,
<Representative_Richard_Foster@legis.state.ak.us>,
<Representative_Joe_Hayes@ legis. state. ak.us>, 
<Representative_Beth_Kerttula@legis.state.ak.us>,
<Representative_Beverly_Masek@ legis.state.ak.us>, 
<Representative_Eldon_Mulder@legis.state.ak.us>,
<Representative_Drew_Scalzi@ legis.state.ak.us>,
<Representative_Con_Bunde@legis.state.ak.us>.
<Representative_Eric_Croft@legis.state.ak.us>,
<Representative_Joe_Green@ legis.state.ak.us>,
<Representative_Bill..Hudson@ legis.state.ak.us>,
<Representative_Vic_Kohring@legis.state.ak.us>,
<Representative_Lesil_McGuire@legis.state.ak.us>,
<Representative_Lisa_Murkowski@legis.state.ak.us>,
<Representative_Gary_Stevens@legis.state.ak.us>,
<Representative_Mike_Chenault@legis.state.ak.us>.
<Representative_John_Davies@ legis.state.ak.us>,
<Representative_Gretchen_Guess@ legis.state.ak.us>,
<Representative_Albert_Kookesh@legis.state.ak.us>,
<Representative_Kevin_Meyer@legis.state.ak.us>.
<Representative_Scott_Ogan@legis.state.ak.us>,
<Representative_Jim_Whitaker@legis.state.ak.us>,
<Representative_Sharon_Cissna@legis.state.ak.us>,
<Representative_Fred_Dyson @ legis.state.ak.us>,
<Representative_Andrevv_Halcro@ legis.state.ak.us>, 
<Representaiive_Reggie_Joule@Iegis.state.ak.us>,
<Representati ve_Pete_Kott@ legis.state.ak.us>,
<Representative_Carl_Morgan@ legis.state.ak.us>, 
<Representative_Bill_YVilliams@legis.state.ak.us>,
<Representative_John. Coghiil@legis.state.ak.us>,
<Representative_Hugh_Fate@ legis. state. ak.us>,
<Representative_John_Harris@legis.state.ak.us>,
<Representative_Mary_Kapsner@legis.state.ak.us>,
<Representative._Ken_L~.icaster@ legis.state.ak.us>.
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Tax legislation:

Subject: Tax legislation; 
Date: Sun, 10 Feb 2002 12:51:48 -0900 (AKST) 

From: akbushpiiot<£'webtv.net (Vernon Hurlbert) 
To: Representative_John_Coghill@legis.state.ak.us

As an X l e g i s l a t o r  1 can t e l l  you th a t  i t  i s  impossible for an e le c te d  
group as the l e g i s l a tu r e  i s  to cut the budget in  any s u b s t i t iv e  way. 
Every budget item has a constituency  group and they are the only ones 
th a t  are  a t  the  end of the tab le  t e s t i f y  on the su b jec t  when i t  comes to 
committee. The only way to co n tro l  the budget i s  not to put the item in  
to s t a r t  w ith . A fter th a t  i t  bu ilds  a group to continue i t .  The only way 
to cu t the  budget i s  to have a s trong  governor who w i l l  campaign on 
using t h i e r  r e d l in e  veto and s tand  by i t .  Otherwise you are  ju s t  
s p i t t in g  in  the ocean. Thanx Vern H urlbert
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Taxes

Subject: Taxes 
Date: Sun, 10 Feb 2002 11:11:51 -0900 

From: "Charles Franz" <charlie@xyz.net> 
To: <Representative_John_Coghill@Iegis.state.ak.us>

R epresen ta tive  Coghill ,

I am very concerned about the w elfare  a t t i t u d e  of many Alaskans. They seem 
to b e l iev e  th a t  the s o lu t io n  to  any problem i s  to tax  those of us who are  
being productive  so th a t  they can continue to  b e n e f i t  from whatever 
give-away program for which they are e l i g i b l e .

As a p roductive  member of our so c ie ty  who earns a good income, I recognize 
th a t  I have a r e s p o n s ib i l i ty  to  a s s i s t  with prov id ing  basic  se rv ices  for 
those who a re  t r u ly  in  need. I am w il l in g  to  bear th a t  r e s p o n s ib i l i ty .  
However, I am concerned about a l l  the ta lk  of imposing an income tax  th a t  
w il l  p en a lize  the most p roductive  c i t i z e n s .  I urge you to continue your 
e f f o r t s  to  reduce government spending and in t ru s io n  in to  our l iv e s .  I hope 
th a t  i f  you f in d  i t  necessary  to impose a d d i t io n a l  taxes, you w il l  take a 
balanced approach th a t  w i l l  spread the burden over as many c i t iz e n s  as 
p o ss ib le  and not t a r g e t  a s in g le  group.

I ha .a  a l read y  shared my opinions with Mr. S c a lz i  and Senator Torgerson. 

Thank you fo r  your hard work!

Charles C. Franz
C urren tly  re s id in g  in  Homer formerly in  Fairbanks
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pay.your way

Subject: pay your way 
Date: Sun, 10 Feb 2002 09:19:11 -0900 

From: "Jack Hamik" <whalsong@xyz.net> 
To: <Representative_John_Coghill@legis.state.ak.us>

It's time to start paying up. pal. You  cut your own salary till you hurt, then I'll believe in another cut.
I won’t go tor another cut till Y O U  hurt.

(But you won't cut that sacred cow. w ill you? Even i f  you cou ld afford it. w ill you? Even suggest it. and you 'll find me on your 
bandwagon.)

Be responsible. Cut your over inflated salary. If I made as much as you for your legislative job. I'd feel pretty' darn com fortable 
sending my kids to run down schools over shoddy roads while paying for the hurting hospitals.

Y ou r ideas are old. You've developed no long range fiscal plan. Quit now. Don't wait for election time. W e need new ideas. 
Got one? Cut is the only idea you've come up with in too. too long. Cut you is what I want. Just go away.

ja c K
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RESPONSIBLE GOVERNMENT

Representative Andrew Halcro <Representative_Andrew_Halcro@legis.state.ak.us>, 
Representative Reggie Joule <Representative_Reggie_Jouie@legis.state.ak.us>. 
Representative Pete Kott <Representative_Pete_Kott@ legis.state.ak.us>.
Representative Carl Morgan <Representative_Carl_Morgan@Iegis.state.ak.us>, 
Representative Brian Porter <Representative_Brian_Porter@legis.state.ak.us>, 
Representative Bill Williams <Representative_Bill_Williams@legis.state.ak.us>, 
"Representative John Coghill, Jr." <Representative_John_Coghill@legis.state.ak.us>, 
"Representative Hugh 'BudV Fate" <Representative_Hugh_Fate@legis.state.ak.us>. 
Representative John Harris <Representative_John_Harris@legis.state.ak.us>, 
Representative Mary Kapsner <Representative_Mary_Kapsneri@ legis.state.ak.us>. 
Representative Ken Lancaster <Representative_Ken_Lancaster@legis.state.ak.us>, 
Representative Carl Moses <Representative_Carl_Moses@legis.state.ak.us>, 
Representative Norman Rokeberg <Representative_Norman_Rokeberg@legis.state.ak.us> 
Representative Peggy Wilson <Representative_Peggy_Wilson@iegis.s:ate.ak.us>

ALASKANS NEED RESPONSIBLE GOVERNMENT 

I am concerned about Alaska's $7,126 BILLION dollar Bloated
Budget and the move by the Knowles/Ulmer administration to
reach out for another $400 MILLION?

You. OUR senators and representatives need to take action NOW!

I have been following the legislature's "debate" of the state's
"fiscal gap" closely.

Representative John Coghill, Chairman of the House State Affairs
Committee, has called for hearings next week on 5 TAX bills.

I have been informed that Rep. Coghill is NOT in favor of levying taxes. I support this position.

I DO NOT SUPPORT:

HB 303 By Representatives Whitaker, Fate, Lancaster
Relating to Levy and Collection of Sales Tax

I DO NOT SUPPORT:

HB 10 By Representative Moses 
Relating to Taxation of Income

I DO NOT SUPPORT:

SSHB 199 By Representatives Hudson, Scalzi
Relating to Taxation, Including Taxation of Income

I DO NOT SUPPORT:

HB 69 By Representative Rokeberg
Relating to Income of the Permanent Fund
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RESPONSIBLE GOVERNMENT

I DO NOT SUPPORT:

HB 304 By Representative Whitaker, Fate
Relating to Disposition of the Permanent Fund

I am concerned about Alaska's ballooning bud g e t.

FY02 (millions)
7.126.2 TOTAL STATE SPENDING

2.417.1 General Fund
2.097.9 Federal Funds
743.8 Statutory Restricted
71.4 Dedicated
87.1 Trust
1.708.9 Permanent Funds
2.417.1 General Fund Budget
927.2 Core Government
750.7 Local Schools
338.8 Grants/Formula Programs
195.5 University
114.0 Capital Projects
29.7 Local Government Assistance
61.2 Debt Service & Fund Capitalization
1.543.9 Projected Existing General Fund Revenues
873.2 Projected Fiscal Gap
4,570.3 Cash Reserves

I am opposed to any income (wage) tax, especially a progressive tax 
of any kind.

Before any taxes strong budget cuts need to be made.
Budget cuts may be unpopular, but they must be made, 
and someone needs to step up to the line and get this done.

There is an immediate need to control spending, and a need to 
motivate at the agency and employee level, to actively question 
how state functions can be prioritized and to seek the availability of 
other funding sources.

I wish to challenge the legislature to address the wisdom as well 
as the moral and economic propriety of continuing the PFD 
giveaway.

The Permanent Fund was created to provide a savings account 
which would accumulate and grow as the earnings could be tapped 
to cover necessary budget components for which declining oil 
revenue.^ proved insufficient.

I am NOT proposing an invasion of the Permanent Fund or
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RESPONSIBLE GOVERNMENT

any depletion of its principal. Contributions to the Permanent Fund, 
and inflation proofing it must continue unabated.

What I find unconscionable is the perceived need to pay everyone for 
moving to, or remaining here in Alaska.

I have NEVER taken the PFD in any year. Welfare is for charities, 
and service organizations. That is why I belong to Rotary 
International. I contribute to its programs, and I serve in several 
capacities.

It's unfortunate that so many Alaskans seem to evaluate right and 
wrong, fair and unfair, largely in relation to the impact on their 
personal wallet. It is equally unfortunate when they elect 
representatives who are unwilling to present the facts to their 
constituents and to make the tough decisions.

This year the state will mail out roughly S 1 billion to every resident, 
irrespective of any need-based considerations. Roughly $200-300 
million of those state revenues will be needlessly siphoned off 
to the U.S. Treasury in the form of income taxes.

The "budget gap" could be closed in a heartbeat if the state would 
close down the PFD bribe system

The budget gap could be reduced to a modest problem if we 
capped PFD's at, $500. If the shock is too much to bear, cap it at a 
tolerable level with step down decreases over 3-5 years to 
wean the people from the trough.

If the Cremo Plan had been put in place when first presented, today 
the state of Alaska would have more than enough real income to 
fully function forever.

I oppose any and all new taxes. Expense reduction is the answer.

The budget can't be balanced with tourism unless you tax each 
tourist thousands of dollars to come to Alaska!

Is there a valid economic reason to impose an income tax and keep 
paying $1 billion out in PFD's each year?

There is no "budget gap". The state takes in enough revenue to fund 
the expense side. Where /e get into red ink is only after sending 
$700-1.000 million of state revenue to every person who meets 
minimum residency requirements. $200-300 million of that is sent 
(indirectly) to the U.S. Treasury.

If our deficit is $ 1 Billion Cut spending. Why is it tnat so many elected 
representatives, whether state or federal, refuse to understand this
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