


Spending: State Budget Overview

The total state budget is $10.2 billion, and comprises:

* Federally funded programs FY2018 Budget by Source
($billions)

* Service generated revenue
e State funded programs and services

Only 50% of the budget impacts

the deficit, the unrestricted general
fund (UGF) portion.
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Spending: State Budget Overview

State funding is spent on....

FY2018 Budget by Source

5.1 billion UGF Budget
(Sbillions) $ illion udge

Fish and Game, Capital, $0.1
Natural

Resources, $0.1

All

University,
AVTEC, $0.3
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Spending: State Budget Overview

More than 50% of the state-funded share of the budget is sent as direct

pavments to communities, providers, oil companies, and individuals.
Payments are for items such as:

* Medicaid payments to providers (on behalf of enrollees)

* K-12 Schools

* Retirement payments (on behalf of communities and schools)

* School debt reimbursement
* Seniot benefits

e Public assistance

* Foster care

* Oil and gas tax credits

* Permanent fund dividends

Less than 50% of state funded budget is spent on government services like troopers,
road maintenance, ferries, airports, prisons, the legislature, Pioneer Homes, the courts,
the governor’s office, fish and game, etc.
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Spending: State Budget Overview

Unrestricted General Fund Spending Trend

FY2015 FY2018 FY2015-2018
Education & University $ 1,7221 § 1,584.6 § (137.5) -8%
Health & Safety Departments $ 9366 § 8492 § (87.3)  -9%
Medicaid & Other Health Formula $ 8654 § 0699.8 $ (165.6) -19%
Other Executive Departments $ 7867 § 4464 § (340.4) -43%
Debt, Retirement, Credits, etc. $ 9827 § 4716 § (511.1) -52%
Legislature & Courts $§ 1895 § 1684 § (21.1) -11%
Total Operating Budget $ 5,482.9 $ 4,220.1 $ (1,262.8) -23%
Capital $§ 5949 § 1320 $§ (462.9) -78%
Total Budget $ 6,077.8 $ 4,352.1 $ (1,725.7) -28%
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Savings: State Budget Overview

FY2010-2018 State Revenue and Expenditure (Without Dividend)
($Billions)
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Substantial budget reductions have been made (44 percent since FY2013), but revenues have
declined by almost 80 percent during that time.
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Savings: State Budget Overview

Unrestricted General Fund Budget

(Sbillions)
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M Existing UGF B Spending from Savings

* The gap between revenue and spending has been funded primarily from the Constitutional
Budget Reserve (CBR) -- Alaska’s rainy day fund

* By the end of FY2018, we will have drawn over $14.0 billion from savings

* The constitution requires that any borrowing from the CBR fund be repaid

* CBR spend and non-repayment provisions require a three-quarter vote
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Savings: State Budget Overview

State of Alaska Savings Balance (SBR & CBR)

($billions)
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* Alaska has the most volatile revenue of any state

* Any plan that leaves a fiscal gap depletes the state’s reserves

* Maintaining sufficient savings is prudent to hedge against low oil prices, stock
market volatility or other unforeseen events
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Budget Gap: State Budget Overview

Base Scenario Calculation ($millions)

Fiscal Year 2019 2020 2021
Budget maintaining flat service levels $ 47495 § 4900.1 $§ 4980.3
Revenue $ 20190 $ 20700 $ 2165.0
Deficit $ (2,730.5) $ (2,830.1) $ (2,815.3)
Senate Permanent Fund plan $ 20921 $ 22505 § 22575
Gap $ (638.3) $ (579.6) $ (557.9)
House Permanent Fund plan $ 1,866.9 § 20093 § 20164
Gap $ (863.5) $ (820.8) $ (798.9)

Known issues: Base scenario ~$600-800 million/year

Assumptions:

* Department of Revenue oil price and production forecast: Fall 2017

* Agency cost increases are maintained at or below inflation

* No federal cost shifts

* K-12 school increases maintained at inflation only — no student growth

Office of Management and Budget AT
www.omb.Alaska.gov 8




Ten Year Budget Forecast Relative to Preliminary Fall 2017 Revenue Projections

Status Quo Service Level - Unrestricted General Fund Budget Forecast

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027
Agency Operations (Non-Formula) $ 16150 $§ 1,631.6 $§ 16683 $ 1,7058 § 1,7442 § 1,7835 § 18236 $§ 18646 $§ 19066 $ 1,949.5
Agency Operations (Formula) $ 19674 $§ 20297 $§ 20753 $ 21220 $§ 21698 $§ 22186 $§ 22685 $ 23196 $§ 23718 § 24251
Legislature & Courts $ 168.4 $ 168.7 $ 1725 § 1764 § 180.4 § 1844 § 188.6 $ 1928 § 1972 § 201.6
Total Agency $ 3,750.8 $ 3,830.0 $ 3,9162 § 4,0043 $ 4,094.4 5 4,1865 $ 4,280.7 $ 4,377.0 $ 4,4755 $ 4,576.2
Debt $ 2094 §$ 2054 $ 1916 $ 1889 § 1704 § 1775 $ 1683 $ 159.5 § 153.7 § 155.7
Retirement $ 1635 § 2714 § 3537 § 3913 § 4004 $ 4103 § 4217 $ 4340 $ 4479 $ 465.2
Fund Capitalizations $ 348 ¢ 426 % 456 $ 456 ¢ 456 $ 456 $ 456 $ 456 $§ 456 $ 45.6
Community Assistance $ 80 § -3 -3 -3 -8 - $ -8 -8 -8 -
Oil and Gas Credits $ 570 $ 175.0 § 163.0 § 1150 $ 129.0 § 1320 $ 1350 § 1550 §$ - $ -
Other $ 57 8§ - $ - $ - $ - $ - $ - $ - $ - $ -
Total Statewide Items $ 4784 $ 6945 $ 7539 $ 7408 $ 7455 $ 7655 $ 770.7 $§ 7942 $ 6472 $  666.6
Capital $ 1320 $ 2250 $ 2301 $ 2352 $ 2405 $ 2459 $ 2515 $§ 2571 $§ 2629 $  268.8
Total Budget $ 4,362 $ 4,7495 $ 4,9001 $ 4,9803 $ 50804 $ 5197.9 $ 53029 $ 54283 $ 53856 $ 55116
Current Revenue $ 1,834.0 $ 20190 $ 20700 $ 21650 $ 22150 $ 2,231.0 §$ 22520 $ 2,400.0 $ 2,631.0 $ 2,806.0
Deficit $ (2,527.2) $ (2,730.5) $ (2,830.1) $ (2,815.3) $ (2,865.4) $ (2,966.9) $ (3,050.9) $ (3,028.3) $ (2,754.6) $ (2,705.6)
CBR/SBR balance above $2 billion $ 2,789.8 $ 262.6 $ 1509 $ 1450 $ 145.0 $ 1450 $ 1450 $ 1450 $ 1450 $ 145.0
Permanent Fund Revenue (Senate SB26) $ ~ 5 2,021 $ 22505 $ 2,2575 $ 2,3631 $ 24772 $ 25631 $ 2,642.9 § 2,721.6 $ 2,816.7
Deficit (Senate SB26) $ (2,527.2) $ (638.3) $ (579.6) $ (557.9) $ (502.2) $ (489.7) $ (487.7) $ (385.5) $ (33.0) $ 111.1
Deficit after available CBR (Senate SB26) $ - § (3757) 5 (4287) § (4129) § (357.2) $ (344.7) § (3427) $ (2405) § - § -
Permanent Fund Revenue (House SB26) $ - $ 1,866.9 $ 2,009.3 $ 2,0164 $ 21105 $ 2,211.9 $ 2,288.8 $ 2,360.7 $ 2,431.6 $ 2,516.5
Deficit (House SB26) $ (2,527.2) $ (863.5) $ (820.8) $ (798.9) $ (754.9) $ (755.1) $ (762.1) $ (667.6) $ (323.0) $ (189.1)
Deficit after available CBR (House SB26) $ - $ (6009) $ (669.9) § (653.9) $ (609.9) $ (610.1) $ (617.1) $ (522.6) S (178.0) $  (44.1)
Dollars in Millions
Possible Cost Increases
Medicaid Grows at Historic Rates (5.7%) $ 221§ 450 $ 68.7 $ 933 § 1186 $ 1449 § 1720 § 200.1
K-12 Grows at Historic Rates (4.6%0) $ 296 $ 60.0 $ 91.0 ¢ 1228 § 1553 § 188.6 $ 2227 % 257.6
Price lower than expected (P60 vs. P 50; $5.70/bbl ave miss) $ 920 §$ 1180 § 130.0 $ 178.0 $ 1640 $ 1850 § 261.0 $ 4280 % 525.0
Deferred Maintenance/Infrastructure Investment $ 500 $ 500 $ 500 $ 500 $ 500 $§ 500 § 500 $ 50.0 $ 50.0
Retirement Experience Analysis $ 250 §$ 50.0 $ 750 § 750 § 75.0 $ 75.0 $ 75.0

Assumptions Used

Agencies will grow at a 2.25% inflation rate. Increases in areas that have historically grown in excess of inflation, such as healthcare, are not accommodated by this scenario

No new debt is issued - payments fall as outstanding obligations are paid off. Assumes debt management projection of interest payments.

Capital budget at FY2018 level without reappropriations growing with inflation. Future reappropriations are limited.

Retirement payments represent actuarially determined rates. If a the retirement system misses earnings targets or has other negative experiences, this figure may increase.

This scenario does not accommodate any supplemental items which typically amount to $50 to $100 million annually.

*Source: Office of Management and Budget, 10.25.2017
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