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The Budget and C o n tro l Board h e ld  an em ergency m ee tin g  a t  1 p.m . on 

F r id a y ,  June  14, 1985, in  th e  G o v ern o r’ s c o n fe re n c e  room in  th e  S ta t e  House 

w ith  th e  fo l lo w in g  members in  a t te n d a n c e :

G overnor R ich a rd  W. R ile y , C hairm an;
Mr. Grady L. P a t t e r s o n ,  J r . ,  S ta te  T re a s u r e r ;
Mr. E a r le  E. M o r r is , J r . ,  C o m p tro lle r  G e n e ra l;
R e p re s e n ta t iv e  Tom G. Mangum, C hairm an, House Ways and Means C om m ittee.

S e n a to r  Rembert C. D enn is, Chairm an of th e  S e n a te  F in an ce  C om m ittee, 

a b s e n t  due to  i n j u r i e s  s u s ta in e d  in  an a u to  a c c i d e n t ,  was re p r e s e n te d  by 

S e n a to r  Jam es M. W addell, V ice Chairm an of th e  S e n a te  F in an ce  C om m ittee.

A lso  a t t e n d in g  w ere E x ecu tiv e  D ir e c to r  W illiam  T. Putnam ; B oard S e c re ta ry  

W illiam  A. M cInn is; G o v e rn o r 's  E x e c u tiv e  A s s i s ta n t  W illiam  P r in c e ;  Budget 

D iv is io n  D ir e c to r  J e s s e  A. C o le s ; and A s s is ta n t  to  Board S e c r e ta r y  Donna K. 

W illia m s .

BUDGET DIVISION: BRIEFINC ON 1985-86 APPROPRIATIONS BILL

G overnor R ile y  announced t h a t  th e  pu rpose  o f t h i s  em ergency m ee tin g  o f  the  

B oard i s  to  a sk  s t a f f  o f th e  Board to  sh a re  w ith  th e  Board w here th in g s  now 

s ta n d  w ith  re g a rd  to  th e  1985-86 a p p r o p r ia t io n s  b i l l .  He c a l l e d  p a r t i c u l a r  

a t t e n t i o n  to  th e  B o ard ’ s r e s p o n s i b i l i t y  to  m a in ta in  th e  o p e ra t io n  o f S ta te  

governm ent and to  f in d  th e  means to  pay fo r  i t s  o p e r a t io n .

G overnor R ile y  e x p re s se d  th e  view  th a t  th e  Board i s  n o t in  p o s i t i o n  to d ay  

to  make any d e c is io n s  on th e s e  m a t te r s  and th a t  no c r i s i s  e x i s t s  to d a y . He 

em phasized  t h a t  th e  id e a  i s  to  u n d e rs ta n d  w here we a r e  to d ay  and w here we 

would be n e x t week i f  no budget has been  approved  by th e  G en e ra l Assem bly 

b e fo r e  th e n .

G overnor R ile y  th e n  c a l le d  upon Budget D iv is io n  D ir e c to r  J e s s e  C oles to  

p r e s e n t  a rev iew  o f th e  s i t u a t i o n  a s  i t  now e x i s t s .

D r. C o les d i s t r i b u t e d  a tw o-page document which p r e s e n te d  th e  Im pacts i f  

no a p p r o p r ia t io n s  b i l l  and no c o n tin u in g  r e s o lu t io n  w ere to  be p a sse d  and th e  

im p a c ts  i f  o n ly  a c o n tin u in g  r e s o lu t i o n  were to  be a d o p ted  by th e  G enera l 

A ssem bly .

D r. C o les in d i c a te d  th a t  th e  S ta te  has n o t y e t f a c e d  t h i s  e x a c t s i t u a t i o n .  

He n o te d  th a t  th e  Board in  th r e e  o f  th e  l a s t  f i s c a l  y e a r s  d id  have to  make 

m id -y e a r  budget r e d u c t io n s .
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D r. C o les  fo cu sed  i n i t i a l l y  on th e  p a y r o l l  s i t u a t i o n  and n o te d  th a t  S ta t e  

em ployees who came to  work on June  2 were e a rn in g  pay w hich would be p a id  on 

J u ly  I o u t o f  1985-86 fu n d s . He re c o u n te d  how th e  S ta te  had g o t t e n  to  th e  

s i t u a t i o n  w here a one-m onth la g  e x i s t s  by rem in d in g  th e  Board th a t  h a l f  o f  th e  

f u l l  month o f unfunded  p e r s o n a l  s e r v ic e  l i a b i l i t y  came ab o u t a s  a r e s u l t  o f  

th e  s h i f t  from  tw e n ty - s ix  pay p e r io d s  to  tw e n ty - fo u r  pay p e r io d s  s e v e r a l  y e a r s  

ago and t h a t  th e  o th e r  h a l f  r e s u l t e d  from th e  in t r o d u c t io n  o f  th e  la g - t im e  

p a y r o l l  l a s t  y e a r .  He n o ted  t h a t  th e  pay r a t e  from th e  G en era l Fund fo r  th e  

S t a t e  governm ent i s  a b o u t $3.1 m i l l io n  per d a y .

D r. C o les  p o in te d  o u t th a t  th e  law  a ls o  p ro v id e s  th a t  fu n d s  o th e r  th an  

G en e ra l Funds u sed  f o r  s a l a r i e s  and r e l a t e d  ite m s  a r e  s u b je c t  to  th e  same 

r e g u la t i o n s  a s  G en era l Funds. He n o te d  th a t  th e  pay r a t e  would go to  ab o u t 

$5 m i l l io n  p e r  day i f  th e  same prob lem  e x i s t s  w ith  re g a rd  to  f e d e r a l  and o th e r  

fu n d s .

G overnor R ile y  u rged  th a t  s t a f f  s e c u re  an o p in io n  from th e  A tto rn e y  

G e n e r a l 's  O f f ic e  on th e  q u e s t io n  o f f e d e r a l  and o th e r  fun d s by Monday.

D r. C o les  th e n  n o ted  th a t  a b o u t $21 m i l l io n  in  la p se d  fu n d s  have  been 

i d e n t i f i e d  to  d a te  and he e x p re s se d  th e  view t h a t  th e  Board h a s  c o n t r o l  o v e r 

th e  u se  o f th o s e  fu n d s . He a l s o  n o ted  th a t  th e  Board o f Economic A d v iso rs  had 

e a r l i e r  in  th e  y e a r  i d e n t i f i e d  a  $30 m i l l io n  s u r p lu s  w h ich , a d ju s te d  downward 

by th e  $11 m i l l io n  th e  B oard o f Economic A d v iso rs  m ost r e c e n t  s ta te m e n t 

i n d i c a t e s  would n o t m a t e r i a l i z e ,  would r e s u l t  in  a $19 m i l l io n  s u r p lu s .  T hat 

f i g u r e  added to  th e  $21 m i l l io n  o f  p o t e n t i a l  la p s e  funds would p ro v id e  th e  

Board w ith  ab o u t $40 m i l l i o n .  D r. C o le s  then  n o te d  th a t  some te n  w ork ing  d ay s 

have e la p s e d  in  June  w hich would u se  a b o u t $31 m i l l io n  o f th e  $40 m i l l io n  

i d e n t i f i e d .

D r. C o les  th e n  p o in te d  out t h a t  th e r e  i s  c o n s id e r a b le  u n c e r t a in t y  abou t 

th e  B o ard ’ s a u th o r i t y  to  u se  s u r p lu s  fu n d s w hich have n o t y e t  been 

a p p ro p r ia te d  fo r  any p u rp o se  by th e  G en era l A ssem bly .

D r. C o les  th e n  c a l l e d  th e  B o a rd 's  a t t e n t i o n  to  th e  b r i e f  a n a ly s i s  o f 

e s s e n t i a l  s e r v ic e s  o f  th e  S ta te  governm ent and t h e i r  c o s t  in c lu d e d  in  th e  

m a te r i a l s  d i s t r i b u t e d .  T h is  l i s t i n g  r e f l e c t e d  a d a i ly  p a y r o l l  c o s t  o f  ab o u t 

$503 ,000  f o r  o p e ra t io n  o f  p r i s o n s ,  h o s p i t a l s ,  y o u th  s e r v ic e s  i n s t i t u t i o n s ,  th e  

S ta t e  Law E nforcem en t D iv is io n ,  th e  j u d i c i a l  sy s tem  and th e  John de l a  Howe
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S ch o o l. D r. C o les  n o ted  t h a t  t h i s  l i s t  c o u ld  be g r e a t e r  o r  l e s s e r  once 

f u r th e r  d e t a i l  ha6 been d ev e lo p e d  on t h i s  s u b j e c t .

Mr. M o r r is  em phasized  th a t  to d a y ’ s m ee tin g  I s  n o t a d e c is io n -m a k in g  

m ee tin g . He r e c a l l e d  th a t  th e  Board lo o k ed  r i d ic u l o u s  p r e v io u s ly  when i t  was 

o rd e r in g  l a y o f f s  and th e  G e n e ra l Assem bly s h o r t ly  a f t e r  advanced  ta x  paym ents 

w hich made l a y o f f s  u n n e c e s s a ry . G overnor R iley  a g re e d  th a t  no s e r io u s  

co n seq u en ces  a re  p r e s e n te d  i f  a bu d g e t b i l l  i s  ad o p ted  to d ay  o r  tom orrow .

Mr. P a t t e r s o n  u rged  t h a t  th e  B o a rd 's  s t a f f  d e v e lo p  o v e r th e  weekend a 

c o n tin g e n c y  p la n  to  co v e r th e  s i t u a t i o n  i f  a b i l l  i s  n o t p a sse d  b e fo r e  th e n . 

G overnor R ile y  a g re e d  th a t  s t a f f  sho u ld  go ahead so  t h a t  th e  Board co u ld  be in  

p o s i t io n  to  ad o p t such  a p la n  i f  i t  i s  n e c e s s a ry .

A d is c u s s io n  o f  th e  J o i n t  r e s o lu t i o n  now u n d er c o n s id e r a t io n  by th e  

G eneral A ssem bly e n su e d . D r. C o les  e x p re s s e d  th e  view  th a t  th e  e x i s t i n g  

r e s o lu t io n  u n d e r c o n s id e r a t io n  s e v e r e ly  r e s t r i c t s  what can  be d o n e . He d id  

in d i c a te  t h a t  s a l a r i e s  w ould n o t be a p rob lem  i f  th a t  r e s o lu t i o n  w ere to  p a s s ,  

bu t he n o te d  th a t  a d o p tio n  o f a c o n tin u in g  r e s o lu t io n  w hich would m a in ta in  

sp en d in g  a t  th e  1984-85 l e v e l  would mean t h a t  a b o u t $65 m i l l io n  o f o b l ig a te d  

ite m s  fo r  1985-86 would have  to  be a u th o r iz e d  f o r  e x p e n d i tu r e .  He in d ic a te d  

t h a t ,  i f  t h a t  s i t u a t i o n  p e r s i s t s ,  th e  B oard then  would have to  fa c e  th e  

n e c e s s i ty  f o r  making r e a l l o c a t i o n s  w ith in  th e  b u d g e t.

D r. C o le s  th en  rev iew ed  th e  s i t u a t i o n  r e l a t i n g  to  new fu n d in g  w hich would 

have been in c lu d e d  in  th e  a p p r o p r ia t io n s  b i l l .  He n o te d  th a t  a number o f 

com m itm ents, in c lu d in g  th o s e  r e l a t i n g  to  th e  N elson  s u i t  and to  th e  M ental 

H e a lth  s i t u a t i o n ,  co u ld  n o t be met in  th e  ab sen ce  o f  a b i l l .  He a l s o  n o ted  

th a t  E d u ca tio n  F in an ce  Act fo rm u la  in c r e a s e s  and E d u c a tio n  Im provem ent Act 

In c r e a s e s  w ould  n o t be a u th o r iz e d  and th a t  no S ta t e  em ployee pay in c r e a s e s  o r  

te a c h e r  pay I n c r e a s e s  would be a u th o r iz e d .

G overnor R ile y  n o te d  t h a t  no fu n d s  w ould be a v a i l a b l e  fo r  th e  d e n ta l  

program  and D r. C o le s  p o in te d  ou t t h a t  th e  2 ,600  new em ployees in c lu d e d  in  th e  

b i l l ,  in c lu d in g  800 f o r  th e  p r i s o n  sy s tem , would n o t be a u th o r iz e d  u n d e r a 

c o n tin u in g  r e s o l u t i o n .

Mr. Putnam n o te d  th a t  th e  l a r g e s t  s i n g l e  bu d g e t c u t he co u ld  r e c a l l  was in  

th e  $75 m i l l io n  ran g e  and t h a t  t h i s  s i t u a t i o n  ap p ro a c h e s  th a t  m ag n itu d e  and 

th a t  i t  co u ld  be w o rse .
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G overnor R iley  a sked  th a t  B oard s t a f f  work on th e s e  I s s u e s  o v e r th e  

weekend and d ev e lo p  o p tio n s  f o r  c o n s id e r a t io n  in  re sp o n se  to  th e  q u e s t io n s  

r a i s e d  a t  t h i s  m e e tin g .

The Board ag reed  to  m eet a t  4 p.m . on Monday to  r e c e iv e  a r e p o r t  from th e  

s t a f f  on th e s e  i s s u e s .  The Roard a ls o  ag reed  t h a t  t h a t  m ee tin g  would be 

c a n c e l le d  a u to m a t ic a l ly  i f  th e  b u d g e t b i l l  were to  be a d o p ted  in  th e  in te r im .

G overnor R iley  e x p re s se d  a p p r e c i a t i o n  to  th e  members f o r  a t t e n d in g  t h i s  

m ee tin g  on such  s h o r t  n o t i c e .  He urged  S e n a to r  W addell and Mr. Mangum to  

in fo rm  members o f th e  G enera l A ssem bly o f  t h i s  s i t u a t i o n .  He in d ic a te d  th a t  

we a r e  g e t t i n g  to  th e  p o in t w here a p p r o p r ia te  a c t i o n s  by th e  Board w i l l  have 

to  be ta k e n . He n o te d  t h a t  th e  m em bership o f th e  G en era l Assem bly fa c e s  an 

enorm ous r e s p o n s i b i l i t y  when th e  e n t i r e  a p p r o p r ia t io n s  b i l l  i s  c o n s id e re d  and 

th a t  some o f  th e  i s s u e s  now b lo c k in g  p a ssag e  o f  th e  a p p r o p r ia t io n s  b i l l  a re  

sm a ll when com pared to  th e  e n t i r e  b i l l .  He u rg ed  members o f  th e  G eneral 

Assem bly to  re ach  a com prom ise on th o s e  m a t te r s .

In fo rm a tio n  r e l a t i n g  to  t h i s  m a t te r  h a s  been  r e ta in e d  in  th e s e  f i l e s  and 

i s  i d e n t i f i e d  as E x h ib i t  1.

Upon a m otion by Mr. P a t t e r s o n ,  seconded  by Mr. M o r r is ,  th e  m ee tin g  was 

ad jo u rn ed  a t  1 :50 p .m .
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E X H I B I T
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ST*TE BUDGET A CONTROL BOARD

A ssum ption 1 -  The p assag e  o f  no A p p ro p r ia tio n  B i l l  and no C o n tin u in g  
R e so lu tio n

W ith th e  a ssu m p tio n  t h a t  an A p p ro p r ia tio n  B i l l  i s  n o t p a sse d  by June  30 
and a C o n tin u in g  R e s o lu t io n  to  m a in ta in  sp e n d in g  a t  th e  FY 1984-85 l e v e l  i s  
n o t a d o p te d , th e  L e g i s l a tu r e  would be fa c e d  w ith  an in c u r r e d  p e r s o n a l  
s e r v ic e  unfunded l i a b i l i t y  o f  one month. T his t r a n s l a t e s  i n t o  $3.1  m i l l io n  
a d ay , in c lu d in g  em ployer c o n t r ib u t io n s ,  which m ust be p ro v id e d  from  th e  
G e n e ra l Fund p a y r o l l .

The one-m onth p e r s o n a l  s e r v ic e  l i a b i l i t y  i s  a r e s u l t  o f two f a c t o r s :

The c o n v e rs io n  o f  th e  p a y r o l l  sy s tem  from  26 pay p e r io d s  to  24 pay 
p e r io d s  cau sed  th e  S ta te  to  in c u r  an unfunded  l i a b i l i t y  o f  
o n e -h a l f  m onth;

The la g - t im e  p a y r o l l  p ro c e d u re  ap p ro v ed  by th e  L e g i s l a tu r e  d u r in g  
th e  1983-84 s e s s io n  c r e a te d  an a d d i t i o n a l  o n e -h a l f  month 
l i a b i l i t y .

The S ta te  Budget D iv is io n  has i d e n t i f i e d  an u n o b lig a te d  la p s e  o f  S ta te  
funds w hich w i l l  a p p ro x im a te  $21 m i l l i o n .  T h is  amount would n o t be 
s u f f i c i e n t  to  c o v e r th e  la g - t im e  p a y r o l l  checks o f  s t a te - f u n d e d  em ployees 
who worked d u r in g  th e  June 2 -  Ju n e  16 pay  p e r io d ,  s in c e  a t y p i c a l  p a y r o l l  
ap p ro x im a te s  $34 m i l l i o n .  The la p s e d  fu n d s  would c o v e r a p p ro x im a te ly  seven  
days o f  t h i s  p a y r o l l ,  a f t e r  which th e  in c u r re d  c o s t  would be an a d d i t io n a l  
$3 .1  m i l l io n  p e r  d a y . The o b v io u s  im p l ic a t io n  i s  th a t  p a y r o l l  c o s t s  f o r  
o n ly  e s s e n t i a l  S ta te  s e r v ic e s  c o u ld  be c o n tin u e d  a f t e r  t h i s  tim e .

In  such an em ergency , th e  B udget and C o n tro l  Board would be r e s p o n s ib le  
f o r  i d e n t i f y in g  e s s e n t i a l  s t a t e  s e r v ic e s  w hich m ust be p ro v id e d  from th e  
G e n e ra l Fund. I t  a p p e a rs  t h a t  th e s e  s e r v ic e s  w ould be i d e n t i f i e d  f o r  
h o s p i t a l s ,  p r i s o n s ,  SLED, and th e  c o u r t  sy s te m . The a p p ro x im a te  c o s t  o f 
m a in ta in in g  th e  p a y r o l l  c o s t s  fo r  e s s e n t i a l  s e r v ic e s  p e r  day i s  as fo l lo w s :

P r i s o n s  $160 ,919

H o s p i ta ls  ( I n c lu d in g  m e n ta l h e a l th  and m en ta l 
r e t a r d a t i o n  r e s i d e n t i a l  f a c i l i t i e s )  221 ,837

Youth S e rv ic e s  ( i n s t i t u t i o n s  o n ly )  23 ,235

SLED 35 ,123

J u d i c i a l  System  58,567

John De La Howe 3 ,644

T o ta l  P a y r o l l  C o s ts  f o r  E s s e n t ia l
S ta t e  S e rv ic e s  $503,325
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A ssum ption  2 -  A doption  o f a C o n tin u in g  R e s o lu t io n  STATE BUDGET & CONTROL BOARD

Assuming t h a t  a C o n tin u in g  R e so lu t io n  would be ad o p ted  to  m a in ta in  
sp e n d in g  a t  th e  FY 1984-85 l e v e l ,  a number o f  o b l ig a te d  ite m s  f o r  FY 
1985-86 must be a u th o r iz e d  f o r  e x p e n d i tu r e .  The fo l lo w in g  re q u ire m e n ts  
w ould im pac t th e  C o n tin u in g  R e s o lu t io n  a t  th e  1984-85 sp e n d in g  le v e l  by a 
n e g a t iv e  $65 .2  m i l l io n .

REQUIREMENTS:

M andatory
D ebt S e rv ic e  

T o ta l  M andatory

A n n u a llz a t lo n - S ta te w id e
2 4 th  Pay P e rio d  
M e r it In c re m e n ts  84-85 
50Z New P o s i t i o n s  
P a r t  IV S u p p lem en ta l 

T o ta l  A n n u a liz a tio n  S ta te w id e

Em ployer C o n tr ib u t io n s  R ate In c r e a s e
H e a lth  In s u ra n c e  

S ta t e  Em ployees 
P u b lic  S ch o o ls

S o c ia l  S e c u r i ty  
S ta t e  Em ployees 
P u b lic  S ch o o ls

W o rk e r 's  C om pensation
D e n ta l I n s u r a n c e - S ta te  & R e t i r e e s
P u b lic  School Employees
G en era l A ssem bly R e tirem en t 

T o ta l  R ate  I n c r e a s e s

P a r t  I I I  S upp lem en ta l
A lco h o l & Drug Abuse B lock  G ran t

TOTAL FOR FY 1986

$ 760,364
760,364

1 ,7 5 3 ,9 2 5
7 ,3 7 7 ,6 1 2
8 ,8 0 6 ,6 2 8

2 2 ,8 8 5 ,8 7 3
4 0 ,8 2 4 ,0 3 8

3 ,6 9 9 ,4 5 7
3 ,7 7 2 ,1 9 1

284 ,404
363 ,936
910 ,436

6 ,6 8 1 ,0 8 3
6 ,5 8 8 ,0 0 0

4 00 ,000
2 2 ,6 9 9 ,5 0 7

1 ,0 0 0 ,0 0 0

$6 5 ,2 8 3 ,9 0 9

P re p a re d  by
S ta te  Budget D iv is io n
June 14, 1985

028721




