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MINUTES OP STATE BUDGET AND CONTROL BOARD MEETING

SEPTEMBER 19, 1986 9 :0 0  A. M.

The Budget and C o n tro l  Board met a t  9 :0 0  a .m . on F r id a y ,  Septem ber 19, 

1986, in  Room 148-149 , D ennis O f f ic e  B u i ld in g , w ith  th e  fo llo w in g  members in  

a t te n d a n c e :

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

S e n a to r  Rembert C. D e n n is , C hairm an , S e n a te  F in an ce  C om m ittee , wa9 a b s e n t .  

He was r e p r e s e n te d  by V ice Chairm an Jam es M. W ad d ell, J r .

A lso  a t t e n d in g  w ere :

J e s s e  A. C o le s , J r . ,  Ph.D . E x e c u tiv e  D i r e c to r  
K a th e r in e  M. H ep fe r G o v e rn o r’ s E x e c u tiv e  A s s i s t a n t
O th e r  Board s t a f f

1987-88 Budget: F ederal Funds, P erso n n e l I s s u e s ,  L ocal Government I s s u e s

An o v erv iew  on f e d e r a l  funds was p r e s e n te d  by D eputy D i r e c to r  Elmer 

W h itten  o f  th e  G o v e rn o r’ s O f f ic e  F in an ce  and G ra n ts  Management O f f ic e .

Human R esource  Management D iv is io n  D i r e c to r  P h y l l i s  M ayes, accom panied  by 

a p a n e l  w hich In c lu d e d  ETV Commission D i r e c to r  H enry C au th e n , Youth S e rv ic e s  

C om m issioner H arry  D a v is , J r . ,  and A r ts  Com m ission E x e c u tiv e  D i r e c to r  S c o tt  

S a n d e rs , d is c u s s e d  v a r io u s  p e rs o n n e l  i s s u e s ,  e m p h a s iz in g  p r o p o s a ls  in v o lv in g  

l i t t l e  o r no a d d i t i o n a l  fu n d in g .

S e n io r  A s s i s ta n t  M ichae l H orton  o f  th e  C o m p tro lle r  G e n e r a l ’ s O f f ic e  

rev iew ed  th e  s t a t u s  o f  th e  m erc h an ts  in v e n to r y  t a x .

Mr. M. W illiam  Y oungblood, r e p r e s e n t in g  th e  A d v iso ry  Com m ission on 

In te rg o v e rn m e n ta l  R e la t i o n s ,  c a l l e d  a t t e n t i o n  to  th e  g r e a t  a d d i t i o n a l  

f i n a n c i a l  b u rd en s  b e in g  p la c e d  on l o c a l  governm en ts  a s  a  r e s u l t  o f  f e d e r a l  and 

S ta te  m andates  and as a r e s u l t  o f  c u tb a c k s  in  f e d e r a l  fu n d in g . He u rg ed  t h a t  

th e  S ta te  pay l o c a l s  f o r  w hat th e  S ta te  r e q u i r e s  them to  do and t h a t  th e  S ta te  

g iv e  l o c a l s  a s  much f i n a n c i a l  f l e x i b i l i t y  a s  p o s s ib l e .

Budget D iv is io n :  Budget Overview

Budget D iv is io n  D i r e c to r  Baron Holmes o b se rv e d  a s  he began  h i s  

p r e s e n t a t i o n  t h a t  te n  y e a rs  had p a sse d  s in c e  h e , a s  a member o f  th e  House Ways 

and Means Com m ittee s t a f f ,  l a s t  s a t  th ro u g h  b u d g e t h e a r in g s .  He e x p re s s e d  th e  

v iew  t h a t  p o s i t i v e  th in g s  have happened  in  t h a t  t im e , n o t in g  th a t  agency
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p r e s e n t a t i o n s  r e f l e c t  c l e a r e r  s e n s e s  o f  m is s io n s  w hich he a t t r i b u t e d  in  p a r t  

to  agency  head p e rfo rm a n c e  a p p r a i s a l s .  He o b se rv e d  th a t  s t r a t e g i e s  p re s e n te d  

by a g e n c ie s  now a r e  f a r  b e t t e r  th o u g h t o u t th an  was th e  ca se  a decade ago . He 

a l s o  n o te d  a g r e a t e r  s e n se  o f  f r u s t r a t i o n  th e n  a s  com pared w ith  to d a y  and he 

s a id  t h a t  he was g r a t i f i e d  t h a t  ag en cy  p la n s  now have a se n se  o f  p u rp o se  and 

t h a t  r e a l  p r id e  among th e  a g e n c ie s  i s  e v id e n t  w hich he d id  n o t remember b e in g  

th e r e  te n  y e a rs  ag o .

D r. Holmes s a id  t h a t  th e  S ta te  h a s  some a m b itio u s  p la n s  and t h a t  th e  

econom ic s i t u a t i o n  a p p e a rs  to  be such  th a t  we w i l l  end up w ith  a grow th  pause  

w hich he f e l t  n o t to  be u n h e a lth y  from  tim e to  t im e .

D r. Holmes th e n  rev ie w e d  th e  m a jo r  com m itm ents i d e n t i f i e d  by th e  Budget 

D iv i s io n .  He c a u tio n e d  th a t  th e  s ta te m e n ts  b e in g  p re s e n te d  a r e  n o t  a t  a l l  

f i n a l .  The l i s t  p r e s e n te d  by D r. Holmes co v e red  a t o t a l  o f  $ 1 9 6 .5  m i l l i o n .

I t  in c lu d e d  $1 2 .9  m i l l io n  f o r  th e  D epartm en t o f C o r r e c t io n s ;  $ 9 .9  m i l l io n  f o r  

M ental H e a lth ;  $14 m i l l i o n  f o r  th e  C a p i ta l  E x p e n d itu re  Fund; $25 m i l l io n  each  

f o r  th e  in v e n to r y  ta x  and to  r e p l e n i s h  th e  r e s e r v e  fu n d ; $10 .7  m i l l i o n  f o r  

d e b t s e r v i c e ;  $ 3 .6  m i l l i o n  f o r  hom estead  ex em p tio n ; $37 .8  m i l l io n  f o r  th e  

E d u c a tio n  F in an ce  A c t; $9 .1  m i l l i o n  f o r  a id  to  s u b d iv i s io n s ;  $20 m i l l i o n  fo r  

em ployer c o n t r i b u t i o n s  ( h e a l t h / d e n t a l ) ; and $28 .5  m i l l io n  fo r  a pay in c r e a s e  

f o r  em p lo y ees .

W ith r e g a rd  to  th e  C a p i ta l  E x p e n d itu re  Fund, D r. Holmes s a id  t h a t  i t  w i l l  

move from  1Z to  1JZ o f  th e  p r i o r  y e a r ’ s revenue  o r  from  a $28 m i l l io n  

re q u ire m e n t  to  one f o r  $42 m i l l i o n .  Mr. P a t te r s o n  s a id  t h a t  he d id  n o t see  

how th e  S ta te  can a f f o r d  t h i s  Fund in  th e  fa c e  o f  a l l  o f  th e  p r e s s in g  n e e d s . 

Mr. M o rr is  s t a t e d  t h a t  we need a r e s e r v e  fund b u t we d o n ’ t  need tw o. G overnor 

R ile y  n o te d  t h a t  th e  g e n e ra l  r e s e r v e  fund cou ld  be reduced  i f  th e  C a p i ta l  

E x p e n d itu re  Fund in  any y e a r  were n o t needed to  c o v e r  a s h o r t f a l l .  Mr. 

P a t te r s o n  and Mr. M o rr is  e x p re s s e d  th e  view  th a t  G overnor R i l e y 's  id e a  i s  a 

g r e a t  th e o ry  b u t t h a t  i t  won’ t  w ork.

W ith r e g a rd  t o  th e  $1 0 .7  m i l l io n  in c lu d e d  f o r  d e b t s e r v i c e ,  D r. Holmes 

s a id  i t  assum ed an i s s u e  o f  $85 m i l l i o n  in  th e  s p r in g  o f  1987 a t  an  e s t im a te d  

i n t e r e s t  r a t e  o f  9Z. G overnor R ile y  i n d ic a te d  h i s  i n te n t i o n  to  be v e ry  

c a u t io u s  r e g a r d in g  new c a p i t a l  p r o j e c t s .  Mr. Mangum was a d v is e d  t h a t  th e  d e b t 

s e r v i c e  f ig u r e  d id  n o t in c lu d e  th e  c o s t s  o f  l e a s e  p u rc h a se  ag re e m e n ts  and Mr.
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P a t te r s o n  n o ted  th a t  he had asked  D r. C o les  to  l i s t  th o se  c o s t s .  G overnor 

R ile y  asked  Dr. Holmes to  l i s t  b o th  d e b t s e r v ic e  and le a s e  p u rch ase  

o b l i g a t i o n s .

The Board was a d v is e d  by a n a ly s t  C h a r le s  Case t h a t  th e  E d u c a tio n  F inance 

Act f ig u r e  p ro v id e s  $ 6 .6  m i l l i o n  to  c o v e r  a 7 ,0 0 0  s tu d e n t  in c r e a s e  and f o r  a 

$ 3 .5  m i l l i o n  in c r e a s e  fo r  l i a b i l i t y  in s u r a n c e .  Mr. Case a l s o  s a id  t h a t  th e  

i n f l a t i o n  f a c t o r  used  w i l l  go to  4 .8Z  from  th e  c u r r e n t - y e a r  5Z.

D r. Holmes s a id  t h a t  th e  $9 .1  m i l l io n  f o r  a id  to  s u b d iv i s io n s  w i l l  keep 

t h i s  a p p r o p r ia t io n  a t  th e  9 1 .3 2  l e v e l .  He a d v is e d  th a t  $23 .5  m i l l i o n  would be 

r e q u i r e d  to  go to  th e  100Z l e v e l .  He a l s o  e s t im a te d  t h a t  g o ing  to  th e  100Z 

l e v e l  would c o v e r  o n ly  abou t o n e - th i r d  o f  th e  amount lo c a l  governm en ts a re  

e x p e c te d  to  lo s e  as a r e s u l t  o f  th e  dem ise o f  g e n e ra l  revenue  s h a r in g .

D r. Holmes n o te d  t h a t  he was shocked  a t  th e  re q u ire m e n t f o r  $20 m i l l io n  

a d d i t i o n a l  f o r  em p loyer c o n t r ib u t io n s  ( h e a l t h / d e n t a l ) . He e x p re s se d  

p a r t i c u l a r  c o n c e rn  a b o u t th e  s t a t u s  o f  th e  h e a l th  program  r e s e r v e s  w hich he 

s a id  a re  down t o  abou t th e  e q u iv a le n t  o f th r e e  w eek s . Budget A n a ly s t Case 

n o te d  th a t  th e  r e s e r v e  got down to  abou t te n  days a t  June  30.

W ith re g a rd  to  th e  3Z em ployee pay In c re a s e  in c lu d e d ,  D r. Holmes obse rv ed  

th a t  Human R esource  Management had n o t made a recom m endation  and th a t  t h i s  

f ig u r e  i s  a p u r e ly  a r b i t r a r y  o n e .

D r. Holmes a l s o  c a l l e d  a t t e n t i o n  to  a l i s t i n g  o f  some $15 .7  m i l l io n  o f  

" o th e r  u n a v o id a b le  c o s t s . "

D r. Holmes r e p o r te d  th a t  he had d is c u s s e d  th e  rev en u e  f o r e c a s t  w ith  D r. 

M o rr is  who had a d v is e d  him t h a t  no n a t i o n a l  c o n se n su s  e x i s t s  on th e  q u e s t io n  

o f  where th e  economy i s  headed . He s a id  t h a t  th e  Board o f Economic A d v iso rs  

w i l l  g iv e  i t s  o f f i c i a l  f o r e c a s t  November 1. He c a l l e d  th e  B o ard ’ s  a t t e n t i o n  

to  i l l u s t r a t i v e  rev en u e  grow th r a t e s  o f  5Z (w hich w ould make $48 m i l l io n  in  

new fu n d s a v a i l a b l e ) ;  6Z (w hich would make $101 m i l l i o n  a d d i t io n a l  a v a i l a b l e ) ;  

and 7Z (w hich would make $155 m i l l io n  a d d i t io n a l  a v a i l a b l e )  and c o n t r a s te d  

th o se  am ounts w ith  th e  $196 .5  m i l l io n  "m ajor com m itm ents" l i s t  and w ith  th e  

$15 .7  m i l l io n  shown f o r  " o th e r  u n a v o id a b le  c o s t s . "

D r. Holmes c o n c lu d e d  h i s  o verv iew  by e x p re s s in g  a p p r e c ia t io n  to  th e  Board 

members f o r  t h e i r  p a r t i c i p a t i o n  in  th e  h e a r in g s .
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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 t a 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  a s  E x h ib i t  1.

The m ee tin g  was a d jo u rn e d  a t  a b o u t 11:00 a .m .

[ S e c r e t a r y 's  N ote: In  co m p lian ce  w ith  Code § 3 0 -4 -8 0 , p u b l ic  n o t i c e  o f 
t h i s  m ee tin g  was g iv e n  to  news m edia r e p r e s e n t a t i v e s  on num erous o c c a s io n s  
d u r in g  J u n e , J u ly  and A ugust a s  a p a r t  o f  th e  fu tu r e  m ee tin g  item  in c lu d e d  in  
th e  ag enda  o f  r e g u l a r  Board m e e t in g s .]
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