A few slides related to Alaska’s fiscal situation

These slides are from a longer presentation that | try
to update as new information becomes available. |
have updated the revenue, deficit and savings
projections based on the Department of Revenue’s
just-released Fall 2015 revenue projections.

Gunnar Knapp
Director and Professor of Economics
Institute of Social and Economic Research
University of Alaska Anchorage
Gunnar.Knapp@uaa.alaska.edu

December 10, 2015

UAA Institute of Social
and Economic Research
UNIVERSITY of ALASKA ANCHORAGE

ISER publications and presentations are solely the work of individual authors and should be
attributed to them, not to ISER, the University of Alaska Anchorage, or the research sponsors.




b ppendizxl

4

Department of Revenue Fall 2015 revenue forecast. . .

Unrestricted General Fund Revenue
Petroleum wersus non-petroleum revenue [Continuead;

Millions of Dollars

Forecast

Fizcal vear 2016 2017 2018 2013 a020 2021 2022 2023 2024 2025

Urrestricted Gernera

Fund Rewenue
Total Unrestricted

Fetroleum R evenue 106158 123732 149420 15325 1494359 45351 164 13204 13617 13256
Unrestricted General Fund

Mon-Fetroleum R evanue 5314 59 1 5720 ST 6 517 .4 (ST Baa.7 ST gaz.9 Fa
Total Unrestricted

General Fund Rewenue 15330 17/E4 20210 24200 2113 21733 29318 2045 Z0E0E 20451
Fercent of Total Unrestricted

@eneral Fund Revenue from 67 % B % 71% 72 % 71% 71% B0 % 67 % B % B5%

Fetroleum




Department of Revenue Fall 2015 oil production forecast. . .

wenixc| Annual Average Daily Crude Oil Production
2 By production area (Continued!

Thouszand Barrels per Day

Forecast

Fizcalvear 2016 2017 ma 2013 2020 a2 2022 2023 2024 M2
Alaslka Morth Slope
Frudhoe Bay 2287 22249 i a] 21a8.0 206.8 184.5 1835 171.0 155 .6 1441
FBU Satellites 3 41.2 =3 256 325 293 Zr.g 252 224 1.7 202
Greater Point Mcintrye Areat 20.1 12.3 16.2 153 14.0 123 Ma 11.0 0.2 9.5
Fuparuk 839 244 g21.1 0.0 7549 22 G2 4 G53.5 504 556
Kuparuk Satellites * 2845 &7 29.0 29.4 270 252 227 213 192 173
Endicotts g3 TA 5.9 5.3 58 5.4 a0 .5 4.3 4.0
AlpineT 452 G470 5.1 4.2 5.5 .1 363 323 =49 26.0
Offshore® 4.6 423 293 G445 I0.3 o 287 247 21.5 18.7
MFFR-A 0. 0.0 0.0 24 5.9 g2 27 1.7 1.2 0.g
Faoint Thomson 1.6 9.9 9.4 t=Rs: 74a 7.3 G 5.2 a7 52
Total Alasks North Slope f00.2 A0d .9 4977 4876 4E0.5 4z2.9 =811 2598 328z 2021
Cook hnlet 172 1E .1 14.7 12.5 12.5 M7 1043 102 9K 8.0
Total Alasks S18.0 521.0 124 G011 4730 4355 40210 3vo.o cic e 2111




Department of Revenue Fall 2015 price assumptions. . .

wenixe| Price Difference
2 Spring 2015 forcast and Fall 2015 forecast

Dollars per Barrel

Fizzal aar 2015 2016 2017 a18 20149 2020 2021 ;22 2023 2024
Spring 2015 Forecast
AMS W est Coast g7 .49 G5 .02 26 G5 29.05 ors1 0es 11261 402 11964 12424
AMEM ellhead Mieighted
Porerage All Destinations S2.08 56,75 Frog Ta.14 2.0 2490 0072 o218 A0ssd 0953
Fall 2015 Forecast
AMS W est Coast T2.458 955 56 24 G273 £2.95 .05 TrEE 20.00 21.20 2453
T AR S UTeNhead Memgned
Porerage All Destinations 52283 2902 4508 54.22 55.99 52,40 G519 25 .54 5.2 = e
Dollar Armourt Changs
from Prior Forecast
AMS W est Coast 509 1646 =30 42 2633 -ABA5 0 -38.4A B R 1 e = = b LR =X -39 81
AMEM ellhead Mieighted
Porerage All Destinations 475 ATTE =31 86 272 202 -39 3652 -ESed -ZEES - 26
Fercent Changefrom
Prior Forec=st
AMS W est Coast FA% 0 -2489% -FmA% -ZEEW Z2O93% -351% 0 -E0% -E04% -218% 0 -320%
AMEM ellhead Mieighted
Porerage All Destinations 2.2% -212%  -4E% -F5E% -345% -J06% -3E3% -359% BTN -3E3E2%




General Fund Unrestricted Revenue (Millions of Dollars)

From the Department of Revenue’s Fall 2015 Revenue Forecast . . .
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$ millions

Alaska's Fiscal Situation This Year (FY16)

m From our savings
m Other revenues

m Oil revenues
531

1,062

What we are spending How we are paying for it
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This Year's Deficit Compared to our Savings

6,729
What we are spending Our projected remaining savings
from our savings at the end of this year
this year (Constitutional Budget Reserve Fund

ending-FY16 balance)



$/barrel

Daily ANS West Coast Oil Price
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Revenues (millions of dollars)
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State General Fund Revenues and Spending, FY15-FY16
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Projected CBRF balance assuming continued deficits of the FY16 magnitude

billions of dollars
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Historical and Projected End-of-Year Balances of State Reserve Funds
(excluding the Permanent Fund)

Historical ! Projected
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Source for end-of-year fund balances through 2015 is Legislative Finance Division. Projections beginning 2016 assume
drawdown of CBRF by future deficits resulting from general fund spending of $5.2 billion and DOR Fall 2015 revenue

projections.
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Alaska FY16 general fund spending, revenues & deficit

FY16 unrestricted
general fund spending

$5.2 billion $7,100
per Alaskan
$3.6 billion Projected $4,900
(69% of b
: deficit per Alaskan
spending)
Projected
. $2,200

$1.6 billion revenues oer Alaskan
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Five potential approaches to significant use of Permanent Fund
earnings to fund state government

Approach History/background
Use part of the funds currently going to
dividends to pay for government
The legislature could do these

Spend funds from the earnings reserve by a simple majority vote
without reducing dividends

Percent of Market Value (POMV) Plan developed during earlier fiscal
crisis (late 1990s); rejected
overwhelmingly in 1999 advisory vote

Senate Bill 114 Introduced during the 2015 legislative
session

Walker administration’s “sovereign Concept proposal released by Walker

wealth fund” concept proposal administration Fall 2015
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The next slide shows current state revenue and spending flows.

The thickness of the arrows is proportional to actual
revenue and spending flows in FY16.

The follow three slides are my attempt to show how
the three proposed approaches to use of the
Permanent Fund would change state spending flows.
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Major Alaska state revenues and spending flows, FY16
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Percent of Market Value (POMV) approach

Non-Oil Oil Oil Permanent Fund
Revenues taxes royaltles earnings
) \

Constitutional General Permanent Fund
Budget Fund No more distinction between
Reserve principal and earnings

Fund

\_

Annual payouts
formula would be
based on market
value of the fund
rather than earnings

Government Dividend
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SB 114 approach: “Swap” funding for dividends and government
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A payout would go from
Permanent Fund earnings to
the General Fund based on
5% of average market value
over the past 5 years.

Dividend | Dividends would be paid
from 75% of oil royalties



Sovereign wealth fund approach: Almost all oil revenues would go to the
Permanent Fund, which would make a fixed payout to the General Fund.

Non-Oil Oil Qil Permanent Fund
Revenues taxes royalties reallzed earnlngs
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Budget
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How

Capital budget

Debt Service

State Assistance to Retirement
Oil tax credits

Military & Veterans' Affairs
Environmental Conservation
Govemor

Labor & Workforce Dev
Commerce, Community & Econ Dev
Revenue

Law

Fish and Game

Natural Resources
Legislature

Administration

Judiciary

Public Safety
Transportation

Corrections

University of Alaska

Health & Social Services
Education & Early Dev

we are spending $5.2 billion in FY16

General Fund Budget, FY16 ($ millions)
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Trends in General Fund spending, FY07-FY16
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