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Date
MINUTES OF THE SENATE WAYS AND MEANS COMMITTEE

The meeting was called to order by Chairman Dwayne Umbarger at 10:30 A.M. on January 12,2005 in Room
123-S of the Capitol.

All members present.

Committee staff present:
Jill Wolters, Senior Assistant, Revisor of Statutes
Alan Conroy, Director, Kansas Legislative Research Department
J. G. Scott, Kansas Legislative Research Department
Susan Kannarr, Kansas Legislative Research Department
Matt Spurgin, Kansas Legislative Research Department
Judy Bromich, Administrative Analyst
Mary Shaw, Committee Secretary

Conferees appearing before the committee: none

Others attending: See attached list

Bill Introductions

Senator Schodorf moved, with a second by Senator Barone, introduction of the Governor’s Budeet Bills.
Motion carried on a voice vote.

Chairman Umbarger referred the following bills to the KPER’s Issues Subcommittee:

SB 20--KPERS. calculation and certification of emplover rates of contribution

SB 21--Payment to KPERS claimants on canceled warrants

SB 22--KPERS. affiliation date for certain emplovers to provide death benefits for emplovees

The Chairman introduced Alan Conroy, Director, Kansas Legislative Research Department, who presented
a staff overview of:

Consensus Revenue Estimating Process

Mr. Conroy distributed a memorandum addressed to the Senate Ways and Means Committee members
regarding the State General Fund Consensus Revenue Estimating and was reviewed with the committee
(Attachment 1). He explained that the consensus estimators are always wrong and that needs to be accepted
because it is only an estimate and it is a best guess in terms of the different factors and variables that go into
the estimate including a great range of differences. Since 1974 and every year since then there has been an
informal consensus approach involving the legislative and executive branches (Division of the Budget,
Legislative Research Department, Department of Revenue, along with one consulting economist each from
the University of Kansas, Kansas State University and Wichita State University) for estimating revenue to the
State General Fund (SGF). The consensus estimates have been used by both the Governor and the Legislature.

The following information was explained and distributed by staff:

. State General Fund Revenue Estimates In Millions (Attachment 2).

. Memorandum addressed to Governor Kathleen Sebelius, and the Legislative Budget Committee, dated
November 4, 2004, from the Kansas Division of the Budget and Kansas Legislative Research

Department regarding State General Fund Receipts for FY 2005 (Revised) and FY 2006 (Attachment
3).

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
the individuals appearing before the committee for editing or corrections, Page 1



CONTINUATION SHEET

MINUTES OF THE Senate Ways and Means Committee at 10:30 A.M. on January 12, 2005 in Room
123-S of the Capitol.

. State General Fund (SGF) Receipts, July through December, FY 2005 (Attachment 4).

Committee questions and discussion followed. Mr. Conroy addressed the Kansas economy and mentioned
that it is expected to continue the trend of subdued, but positive growth through calendar year 2006. Inregard
to the inflation rate, Mr. Conroy noted that the inflation rate is anticipated to drop back to 2.1 percent in 2005
and remain at that level through 2006. Kansas Legislative Research Department provides a monthly report
that can be mailed out to members that compares how SGF receipts are doing compared to the estimates every
month.

Major Issues Included in the Governor’s Budget Recommendations

Mr. Conroy mentioned that the Governor’s Budget Report for FY 2006 was presented to the 2005 Legislature
on Tuesday, January 11, 2005. He provided an Appropriations Update, Overview of FY 2006
Recommendation, Kansas Legislative Research Department, dated January 11, 2005, (Attachment 5).
Committee questions and discussion followed.

The meeting adjourned at 11:35 a.m. The next meeting is scheduled for January 13, 2005.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to

the individuals appearing before the committee for editing or corrections. Page 25
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\ANSAS LEGISLATIVE RESEARCH DEPARTHENT =Sy uazen

kslegres@klrd.state.ks.us http f / www.kslegislature. org/ klrd

January 11, 2005

To: Senate Ways and Means Committee
From: Alan D. Conroy, Director

Re: State General Fund Consensus Revenue Estimating

Background

Beginning in 1974, and in every year since, there has been an informal consensus approach
involving the legislative and executive branches (Division of the Budget, Legislative Research
Department, Department of Revenue, and one consulting economist each from the University of
Kansas (KU), Kansas State University (KSU), and Wichita State University (WSU)) for estimating
revenue to the State General Fund. The estimates project receipts that the state is expected to
receive in the near term (the current fiscal year and the next one).

The consensus estimates have been used by both the Governor and the Legislature. 1990
legislation placed in the law a timetable and certain procedures to be followed in the preparation of
estimates of revenue to the State General Fund. The law requires that on or before December 4 and
April 20, the Director of the Budget and the Director of the Legislative Research Department prepare
a joint estimate of revenue to the State General Fund for the current and ensuing fiscal years. The
2004 Legislature moved the April consensus date from on or before April 4 to on or before April 20.

If legislation is passed affecting State General Fund revenue, the two directors prepare a joint
estimate of such revenue. If the two directors are unable to agree on the joint estimates, the
Legislature must use the estimate of the Director of Legislative Research and the Governor must use

the estimate of the Director of the Budget. To date, the two directors have successfully reached
agreement on these revenue estimates.

Process

An economic outlook meeting is held several weeks in advance of the actual revenue
estimating meeting. At the economic outlook meeting, information is shared relating to:

e Agriculture - agricultural statistics;

e Employment - Department of Labor;

@ Qil and natural gas - industry sources;

e Aircraft sector - WSU consulting economist;

e Kansas personal income forecasts - KU and KSU consulting economists; and

e CPI-U (inflation) forecasts - KU and KSU consulting economists.
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When the Consensus Revenue Estimating Group meets, there are actually six different sets
of estimates, each independently prepared. The six different estimates are prepared by:

® Division of the Budget (Governor);

¢ Department of Revenue (Governor);

® | egislative Research Department (Legislature);
® Consulting economist (KU);
® Consulting economist (KSU); and
® Consulting economist (WSU).

The individual estimates are not divulged and are held in confidence. The final estimates are

reached after all parties negotiate an agreement on an estimate for every tax source. The estimates
are then supported by all parties.

40816~(1/12/5{8:50AM )



STATE GENERAL FUND REVENUE ESTIMATES

]

In Millions
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Diff. Between Diff. Between
Original Actual Receipts Actual Receipts
Estimate’ Leg. Changes? Adj. Original Revisions by Consensus Estimating Group Final and Adj. Original and Final
Fiscal (Nov. or First Second Estimate 1st March Nov. 2nd March Estimate® Actual Estimate Estimate
Year Dec.) Session Session (2+3+4) or April or Dec. or April Total (5+9) Receipts® Amount Percent Amount Percent

1975 - - - - - - - - $614.9° $627.6 - - $12.7 2.1%
1976 $670.5 $5.8 - $676.3 = $23.5° - $23.5° 699.7 701.2 $24.9 3.7% 1.4 0.2
1977 750.4 9.8 (d) 760.2 - 3.4 (3.0)° 0.4 760.7 776.5 16.3 2.1 15.8 2.1
1978 828.5 2.0 (0.4) 830.1 - 31.1 - %3 1 | 861.2 854.6 24.5 3.0 (6.5) (0.8)
1979 943.5 1.8 - 945.2 - 36.8 37.3 74.1 1,019.3 1,006.8 61.6 6.5 (12.5) {1.:2)
1980 1,075.9 (56.6) (d) 1,019.3 61.0 15.6 -~ 76.6 1,095.9 1,097.8 78.5 7T 1.9 0.2
1981 1,198.5 (1.4) - 1,197.1 - 29.3 - 29.3 1,226.4 1,226.5 29.4 2.5 0.1 0.0
1982 1,352.6 (0.4) (0.9) 1,351.3 - (17.8) (13.5) (31.3) 1,320.0 1,273.0 (78.3) (5.8) (47.0) (3.6)
1983 1,487.6 3.1 108.5 1,599.2 (36.0) (150.7) (45.6) (232.3) 1,366.9 1,363.6 (235.6) (14.7) (3.2) (0.2)
1984 1,419.4 174.0 3.4 1,596.7 (40.6) (17.1) - (57.7) 1,539.0 1,546.9 (49.8) (3.1) 7.9 0.5
1985 1,672.8 2.3 22.6 1,697.7 - (17.9) - (17.9) 1,679.7 1,658.5 (39.2) (2.3) (21.3) (1.3)
1986 1,722.9 3.2 5.1 1,731.2 - (55.1) (9.5) (64.7) 1,666.4 1,641.4 (89.8) (5.2) (25.0) (1.5)
1987 1,733.7 169.6 (0.2) 1,903.1 (44.8) (93.6) - (138.4) 1,764.7 1,778.5 (124.6) (6.5) 13.8 0.8
1988 1,947.0 6.0¢ 7.0® 1,960.0 - 9.8 61.8 71.6 2,031.5 2,113.1 153.1 7.8 81.6 4.0
1989 2,019.4 (9.5) (2.1) 2,007.8 27.6 160.2 11.3 199.1 2,206.9 2,228.3 220.5 11.0 21.4 1.0
1990 Z.321.2 (80.3) 0.3 2,241.2 14.9 421 (14.9) 42.1 2,283.3 2,300.5 59.3 2.6 17:2 0.8
1991 2,337.0 0.8 1.0 2,338.8 6.4 16.4 (1.0) 21.8 2,360.6 2,382.3 43.5 1.9 21.7 0.9
1992 2,454.2 13.7 10.8 2,478.7 (22.9) 12.1 (13.4) (24.2) 2,454.5 2,465.8 (12.9) (0.5) 11.3 0.5
1993 2,564.4 349.0 (d) 2,913.4 (17.3) 54.6 (21.1) 16.2 2,929.6 2,932.0 18.6 0.6 2.4 0.1
1994 3,035.5 4.8 (0.2) 3,040.1 (4.5) 50.3 41.0" 86.7 3,126.8 3,175.7 135.6 4.5 48.9 1.6
1995 3,221.4 (10.1) (36.9) 3,174.4 39.5 37.4 (7.3) 69.6 3,243.9 3,218.8 44 .4 1.4 (25.1) (0.8)
1996 3,409.3 17.5 1.2 3,428.0 (33.0) (27.3) 41.6% (18.7) 3,409.2 3,448.3 20.3 0.6 39.0 1.1
1997 3,520.3 4.2 0.3 3,524.8 (9.6) 100.4 26.8 117.6 3,642.4 3,683.8 159.0 4.5 41.4 1.1
1998 3,755.1 (1.7) (39.0) 3,714.4 (30.5) 217.3 69.7 256.5 3,971.0 4,023.7 309.3 8.3 52.7 1.3
1999 4,017.5 (169.2) (3.6) 3,844.7 119.6 107.8 (20.2) 207.2 4,051.9 3,978.4 133.7 3.5 (73.4) (1.8)
2000 4,230.6 (27.7) 1.2 4,204.1 (0.8) (37.3) (5.0) (43.1) 4,161.0 4,203.1 (1.0) 0.0 42.1 1.0
2001 4,425.8 (1.9) (3.2) 4,420.7 (2.6) 64.8 (74.1) (11.9) 4,408.7 4,415.0 (5.7) (0.1 6.4 0.1
2002 4,595.8 (35.0) 113.7 4,674.5 (111.4) (113.4) (129.1) (353.9) 4,320.6 4,108.9 (565.6) (12.1) (211..7) (4.9)
2003 4,588.6 51.4 1.0 4,641.0 (124.5) (363.5) 82.3 (405.7) 4,235.6 4,2456 (395.4) (9.3) 9.9 0.2
2004 4,525.7 79.6 0.2 4,605.5 (133.6) 11.9 (33.3) (155.0) 4,450.5 4,518.7 (86.8) (1.9) 68.2 1.5
2005 4,469.3 (0.7) 732 89.2
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The first estimate for a fiscal year as included in the Governor's Budget Report to the Legislature, adjusted to delete the estimated effect on receipts of any policy recommendations by the Governor.
2. Estimated effect of revenue measures enacted which increased or decreased receipts.
3. ForFYs 1975-1988, not adjusted for 1988 legislation which changed three revenue transfers (netted out of receipts) to demand transfers (expenditures).
a) The first estimate of the Consensus Estimating Group was the revised estimate for FY 1975. This final estimate of $614.9 million reflects a reduction in receipts of about $127,000 made by the 1975 Legislature.
b) Includes $6 million added on 1/8/76 to reflect increase in the state income tax withholding rate and extension of the federal Revenue Adjustment Act of 1975 through FY 1976.
c) This reduction was to account for a Kansas Supreme Court decision which affected sales tax receipts.

d) Less than $50,000.

e) The 1987 Legislature authorized a revenue transfer of $7.43 million for county reappraisal aid and is so reflected in the "First Session” column. This was later changed, by executive action, to a demand transfer (expenditure) and that change is reflected
in the "Second Session" column along with legislative action which reduced receipts by $432,000.

f)  Includes nearly $15.2 million (net) due to enactment of 1993 S.B. 393, which revamped the unclaimed property law,

g) Includes about $31.3 million in inheritance tax from one estate received after the November 1995 estimate.

Note: Details may not add to totals due to rounding. Kansas Legislative Research Department

November 5, 2004

40604 ~ (11/5/4{3:00PM})



DIVISION OF THE BUDGET | © KATHLEEN SEBELIUS, GoveRnor

. DUANE A. GOOSSEN, DIRECTOR

- -November 4, 2004

To: Goveinor Kathleen Sebeﬁus and the Legislative Budget Committee '
From: The Kansas D1v151on of the Bud: get and the Kansas Legslaﬁve Research Department
Re: State General Fund Recelpts for FY 2005 (Rewsed) and FY 2006
£} Esnmates for the State General Fund are develoPed using 2. Cconsensus process that
involves the Division of the Budget, the Legislative Research Department, the Department of
Revenue and three consultmg economists from state universities. This estimate is the base from
which the Govemor and the Legislature build the annual budget. The Consensus Group met on
' November 3, 2004 to revise the FY 2005 estimate and to- deve]op the ﬁrst ‘estimate- for FY 2006.

For FY 2005, the est:imate was mcreased by $80. 2 mﬂhon, .or 2 0 percent, above the

previous estimate (made in April and subsequently adjusted for legislation).. The overall revised = -

SGF estimate of $4.631 billion is 2.5 percent above actual FY- 2004 receipts.- The initial estimate
- for FY 2006 is $4.841 billion, which is $210.0 million, or 4.5 percent, above the newly Tevised
FY- 2005 figure. The FY 2006 estimate does not subtract any demand transfers converted to -
~ tevenue transfers, while the FY 2005 estimate subtracts $71.8 million in dematid transfers that
were converted to revenue transfers. If transfers are treated in a similar fashion in both ; years the
FY 2006 growth would be $138 -2 million, or 2.9 percent. :

Detailed information regarding the specific sources of revente coﬁeﬁmﬁng-tetal :eceipta
is presented in Table 1. Table 2 compares the FY 2005 estimate developed last spring with the
. recently revised estimate. Table 3 compares the revised FY 2005 estimate to the FY 2006 -
estimate. : Lb2: e : , . g

L o a{j% and Mneans |
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Economiec Forecast for Kansas
|

The Kansas economy is expected to continue the trend of subdued, but positive growth
through calendar year 2006. Several key factors that affected the consensus estimates include
high energy prices; cautions, but increased capital investments by businesses: a lower
unemployment rate; an improved agricultural sector; and dampening retal sales.

The national economy is expected to grow at a slower pace over the next two ‘years.
Nominal Gross Domestic Product (GDP) is expected to grow by 6.6 percent in 2004; 5.6 percent
1 2005; and by 4.8 percent in 2006, while real GDP is expected to grow by 4.4 percent, 3.7
percent, and 3.0 percent, respectively. U.S. pefsonal'income so is expected to increase. The
growth is anticipated to be 5.3 percent in 2004; 5.0 percent in 2305; and'5.2 in 2006. A listing of
the key economic indicators is shown in the foll wing table: '

’ I
Key Economic Indicators

. 2003 . 2004 - 2005 2006
Consumer Price Index for All Urban Consumers  23% 27% 2.1% 2.1%
‘Real U.S. Gross Domestic Product ' 3.0 44 3.7 3.0
- Nominal U.S. Gross Domestic Product .49 6.6 5.6 4.8
Nominal U.S. Personal Income’ Lo 32 7" 53 - 5.0 52
Corporate Profits before Taxes - 150 155 38.0 4.0
Nominal Kansas Gross State Product - 4.5 5.8 4.8 4.4
- Nominal Kansas Personal Income: B , :
Dollars in millions ‘ - $80,466 $84,300 £88.400 $92,706°
*'Percentage Change ' . 4.8% 4.9 % 4.9%
Nominal Kansas Disposable Income: | . ,
Dollars in millions . _ ' $72,451  §75,500 $78,500 $81,500
© *Percentage Change S 42% - 40% 3.8%
Interest Rate for State General Fund 1.63 1.19 213 3.09
. (based on fiscal year) '
Kansas Unemployment Rate : 5.3 5.1 59 547
(based on fiscal year) -
- Inflation Rate . - ; '

- In 2003, the rate of inflation, as measured by the Consumer Price Index for All Urban
Consumers (CPI-U), was 2.3 percent. The inflation rate in 2004 is expected to be higher at 2.7

percent. The rate is anticipated to drop back to 2.1 percent in 2005 and remain at that level
- through 2006. € . '



Kansas Personal Income
' |

Kansas Personal Income (KPJ) is expected to grow by 4.8 percent in 2004 above 2003.

The growth rate is expected to increase to 4.9 percent in 2005 and remain at that level through
2006.

Interest Rates

The Poo]ed Money Investment Board is authorized to make investments in US Treasnzy
and agency securities; highly rated commerc:al paper; and repurchase agreements and
certificates of deposit of Kansas banks. In FY' 2003, the - statii;amed 1.63 percent on its State
- General Fund portfolio. The average rate of retirn forecasted r FY 2004 is 1.19 percent. Por

FY 2005, the forecasted rate is.2. ]2 percent and 3. 09 percent for FY 2006. :

1

Emp]oyhient

Labor market statistics indicate 'that unemployment in Kansas is up, but experts believe -

that the employment outlook generally is improving. The statewide unemployment rate for FY
2003 was 5.3 percent and is expccted to drop to 5.1 percent in FY 2004. The latest statistics
indicate that Kansas unemployment is still below the national rate of 5.4 percent (September

2004). The overall Kansas unemployment rate for FY 2005 is expected to be 5.9 percent before
decreasing to 5.7 percent in FY 2006. :

The Kansas Department of Labor stated that the US Department of Labor will be making

a significant change to its methodology in 2005, The Kansas Department of Labor anticipates-

~ that the change in-the way that the unemploqunt rate is calculated will translate into a higher
unemployment rate. Adjustments will be made back to 2000, when the last decennial census was
‘conducted: Experts believe that the uncmplo;ment rate will increase by 1.0 percent because of
the U.S. Department of Labor’s adjustments. :

- Agriculture

Net farm income in Kansas increased 451.0 percent from $251.9 million to $1,386.9
- million in 2003. For this same period, the national net farm income increased by 59.0 percent.

“The All Farm Products Index of Prices received by Kansas farmers was 105 in
September, compared with 112 a year ago. The monthly average prices farmers received for
wheat, com, sorghum, and soybeans were zbove year ago levels for the first six months of 2003,
. then began to fall behind year ago prices as it became obvious that row crop producnon would be
excellent. Using current forecasts for 2004 production and the pro_]ected prices released by the
USDA in October, the value of productlon for the four major crops in Kansas likely will be-down
5.0 to 10.0 percent fmm last year’s levels. Cattle marketings through September are running 2.1

w



percent below last year, but prices remain wei'l below last year’s levels. Hog prices have been
above last year’s levels. '

Oil and Gas

The average pn’cé per taxable barrel of Kansas crude oil is estimated to be $40 in FY
2005 and to decrease to $33 in FY 2006. Gross oil production in Kansas is expected to continue
to remain steady at 34.0 million barrels throughout the forecast period (FY 2005 and FY 2006)."

~ The price of natural gas is expected to increase from the FY 2004 level -of $4.17 per mef
to §5.50 per mcf in FY 2005 and then to $5.00 per mef in FY 2006. Natural gas production in
FY 2004 was 417.6 million cubic feet. Production is expected to continue to decline for the
foreseeable future as natural gas reserves, especially those in the Hugoton field, are depleted.
The forecast is for 385.0 million cubic feet in FY 2005 and 355.0 million cubic feet in FY 2006.

State General Fund Receipts Estimates

Each individual SGF source was reevaluated independently and consideration was given
to revised and updated economic forecasts, and year-to-date receipts. Additional information
was provided by the Department of Revenue, the Insurance Department, the State Treasurer’s
Office, the Pooled Money Investment Board, and the Kansas Department of Labor.

. Tax Receipts

FY 2005. Estimated tax receipts for FY 2005 ‘were increased by $89.2 million.
Individual income tax receipts account for $60.1 million of the total increase, while severance
tax receipts account for $27.8 million. Corporation income tax receipts also were increased by
$22.0 million. One factor supporting the increase in the individual Income tax estimate is that
FY 2004 receipts from this source exceeded the final estimate by more than $58.0 million. Data
show that the average balance due increased by $60 per check over the prior year. In addition,
withholding receipts have shown significant growth in the first four months of FY 2005,

Increases to the severance tax are attributable to higher than anticipated energy costs.
The war in Iraq, unrest in the Middle East, and the effects of hurricanes in the Gulf of Mexico
have caused price increases in both oil and natural gas. Corporation income tax receipts were
increased because of the current -economic expansion in business investment. This trend is
expected to continue through the forecast period.

The retail sales tax estimate was reduced for FY 2005 from $1,670.9 million to $1,650.0
million (-$20.9 million). This reduction was based on slower than expected consumer spending

through the first four months of the fiscal year and the expectation that the pattern will continue
throughout the rest of the fiscal year. ' ; :

3-4



A

Alternatively, the compensating use tax estimate was_increased by $8. 7 million from
$224.3 million to $233.0 million. This tax sourbe estimate was affected by an apparent increase

" in business purchases

Other tax source estimates that were increased inchude métor carrier property tax; estate

tax; tobacco products tax; liquor enforcement; and corporate franchise taxes. Motor carrier-

reeezpts were increased by $1.5 million because there are more carriers and operzating units that
were valued for tax year 2004.

The estate tax estimate was increased by. $1.0 million from $49.0 million to $50.0

million. Statutory changes also were made. tb the corporate franchise tax Guring the 2004
Legislative Session. Beginning January 1, 2005, collection of the corporate franchise tax will be
~ transferred from the Secretary of State’s Ofﬁc‘e to the Depariment of Revenue. This tax is

assessed against businesses on the basis of $1.25 per each $1,000 of net worth. The Secretary of

i State s Office. will continue to collect the coxporate franchise ‘fee, which is assessed to all
- businesses and non-profit organizations. The overall estimate for both sources was increased
: because ﬂ:le eel]ecuons for the first four months of FY 2005 have been stronger than expected

Other sources that are expeeted to decrease mclude financial institutions jpnvﬂeoe tax -

receipts and liquor drink tax receipts. The hquor drink ICCB]ptS were revised downward by

-$200,000, while financial institutions income tax receipts were revised downward by $12.5

million. It is ot evident why this source has dropped dramatically. However the Department of

Revenue is investi gatmg the possible causes.

FY 2006. Total State General Fund receipts are estimated to be $4.84 billion in FY 2006,

“while tax receipts are estimated to be $4.68 billion. The total receipts are $210.0 million, or 4.5
_ percent. greater than the newly revised FY ZOOP figure. Tax receipts only for FY 2006 are-
- esnmated to increase $138 0 mﬂhon, or.3.0 pereept : ;

The FY 2006 estimate. does not subtract any demand transfers converted to revenue,

u'ansfers ‘while the FY 2005 estimate subtracts $71.8 million in demand transfers that were
converted to revenue transfers. If transfers are treated in a similar fashion in both years, the FY
2006 growth would be $138.2 million, -or 2.9 percent. Modest increases are forecast for the

principal State General Fund tax Tevenue sources in FY 2006 over the FY 2005 levels.

~ Accuracy of Consensus Revenue Estimates |

For 30 years, State General Fund revenue esﬁnaates for Kansas have been developed

using the consensus revenue estimating process. Besides the three state agencies identified on

the first page, the economists currently involved in the process are Joe Sicilian from the

- University of Kansas, Ed Olson from Kansas State University, and John Wong from Wichita

State University. Each of those involved in the process prepared mdependent estimates and met
on November 3, 2004, to discuss estimates and come to a consensus for each fiscal year.

W



The table on page 7 presents estimates compared to actual receipts since FY 1975, the
fiscal year for which the current process was initiated. The process involves comparing the

adjusted original estimate to actual collections and then the final estimate is compared to actual
receipts. ' ' :

Concluding Comments
Consensus revenie estimates are based on current federal and state laws and their current

interpretation: The group will meet again in April to revise these estimates. Developments
which occur between the November and April meetings will be taken into account at that time.
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ACCURACY OF STATE GENERAL FUND 'ESTIMATES_
: -|

Adjusted - Adjusted : _ Difference from:

Fiscal . Original ~ Final Actal Original Estimate Finz] Estimate
Year Estimate* Estimate** . Receipts Amount  -Percent = Amount  Percent
1975 i — $ 614.9 -8 627.6 $ - % 5399 21%
1976 676.3 699.7 7012 24.9 3.7 %4 0.2

. 1977 760.2 760.7 776.5 16.3 216 15.8 24

1978 830.1 861.2 854.6 24.5- 3.0 (6.5) . (0.8)

. 1979 9452 1,019.3 1,006.8 61.6 6.5. {(12.5) & - (12)
1980 1,019.3 - 1,0905.9° 1,097.8 78.5 2. 1.9 0.2
1981 1,197.1 1,226.4 1,226 20 2.5 0.1 e
1982 1,351.3 1,320.0 1,273. @83)- | - (58 (“7.0) (3:6)
1983 1,599.2 1,366.9 1,363. (235.6) | (14D B2y B2
1984 1,596.7 1,539.0 1,546. (49.8) (3.1) .. 7.9 05
1985 - 16977451 H679 T 16585 T E00) @23 (21.3) 1.3)
1986 1,731.2 1.666.4 1,641.4 (89.8) (6.2 (25.0) (1.3)

- 1987 1,903.1 - 19647 - 17785 (124.6) " (6.5) 1398 3 08
1988 1,960.0 2,031.5 2,113.1 153.1 e R16 b 40
1989 - 2,007.8 2,206.9 . 2,228.3 220:5 . 11.0 21.4 1.0
1900w i LD A0 i 2.283.3 2,300.5 593 - 2.6° 17.2 0.8
19901 2,338.8 2,360.6 2,382.3 435 - 19 217 09°
1992 2,478.7 2,454.5 © 2,465.8 (12.9) (0.5) 11.3 0.5
1993- - 29134 2,929.6 2,932.0 18.6 0.6 24 TEa
1994 F03,04011 3,126.8 3,175.7 1356 4.5 48.9 1.6
1995 3,174.4 3,243.9 3,218.8° VI R (25.1) (0.8)
1996 3,428.0 3,400.2 34483 . 203 0.6 ©39.0 31
1997 3,524.8 . 3,642.4 3,683.8 . 159.0 45 eatea 1.1
1998 3,714.4 3,971.0 40237 300.3 Bige i S0 g 13
1999 3,844.7 4,051.9 39784 133.7 35 (73.4) (1.8).
20005 i 249041 4,161.0 . -4,203.1 (1.0) — 2 42 1.0
2001 4,420.7" 4.408.7 4,415.0 -7 {0.1) 6.4 015
2002 4,505.8 . 4,320.6 41087 . (5656) -2y (211.7) (4.9)
2003 . 46410 | 42356 - 4,2456 - (395.4) (9.3) 9.9 0.2

L2004 - 416055 " 4,450.0 4,518.7 (56:8): - in(0) -68.2 1.5

ik

The a.dj'lELBd original estimate is ﬂ:le estimzte made in November or December prior to the start of the next fiscal year in Jng} and adjusted
10 account for legislation enacted, if any, which affected Teceipts 1o T.hE SGF.

The finzl estimate made in March or Apn‘] is the adjustcd original estimate plus or minus changes subsequenﬂy made by the Consensns
Estimating Group.- It 2lso includes the estimated impact of legislation on receipts.

>



- Tablel o

Consensus Resources Estimates for Fiscal Years 2005 & 2006

' and FY 2004 Actual Receipts
- . (Dollars in ff?musands)

Property Tax:
Motor Carrier
Motor Vehicle
Ad Valorem

Totdl '

Income Taxes:
Individual
Corporation
Financial Inst.

Total

Estate Tax

Excise Taxés:

" Retail Sales -
Compensating Use
Cigarette
Tobacco Products
Cereal Malt Bev.
Liguor Gallonage
Liquor Enforcement
Liguor Drink

" Corp. Franchise
Severance
Gas
e
Total

_Other Taxes:
" Insurance Prem.

Miscellaneous
Total

Totzl Taxes

Other Revenues;
Interest
Net Trensfers
Demand to Revenue
‘Other Transfers
Agency Earnings
Federal Grants
Total

Total Receipts

- FY 2004 (Actal) FY 2005 (Revised) FY 2006- .
S Percent ' Percent ' Percent
Amount Change- Amount Change __Amount - : Change |
519.497 240 % $21,000 7.7 % 322,000 ~ 48 %
$185 n/app 800  n/app ' ’
$15.258  n/app 1,100  n/app ‘ _
£34,940 1221 % £22,900 (34.5) % $22,000 (39 %
$1,888.434 79 % $1,960,000 38 %  $2,060,000 5.1 %
141,173 342 152,000 7.7 155,000 20
25435  (18.3) 22,000  (13.5) 22,000 -

$2,055,042 89 %

$48 063

$2,134,000 @ 38 %

$2,237,000 48 %

24 % $50,000 40 % £51,000 20 %
$1,612,067 2.8 %  $1,650,000 24 %  $1,700,000 3.0 %
214,502 (5.1) 233,000 8.6 237,000 17
119,787 (7.3) 118,000 - (1.5) 117,000 (0.8)
4,796 63 5,000 43 5,200 4.0
2,165 (4.8) 2,200 1.6 2,100 @.3)
15843. 7.0 16,000 - 1.0 16,000 C -
40257 . 3.7 43,000 ‘6.8 45,000 4.7
7,153 4.5 7,500 4.9 7,700 2.7
36,805 18.4 48,000 30.4 45,000 (6.3)
84,641 16.3 105,400 24.5 88,000 (16.5)
66,055 17.4 79,100 = 19.7 66,300 (16.2)
18.586 12.5 26,300 415 21,700 (17.5)

32,138,016 21 %

£107,603

$2,228,100 42 %

"$2,263,000 - 1.6 %

$100,000-

. 139 % - 100,000 (7.1) % - %
3,646 (17.6) 4.500 234 4,500 -
$111,249 125 % $104,500 (6.1) % 8104,500 - - %
$4,387,310 59 % 4,539,500 35 %  $4,677,500 3.0 %
$13,870 (273 % $25,100 81.0 % 340350 . 60.8 %
16,718 (228.2) (2,700) (1162) 65,800 n/app
(62,699)  n/app (71,800)  w/app ~  (100.0)
79417  n/app 69,100  m/app 65,800,  (4.8)
55,290 6.8 - 69,000 248 57,200 (17.1)
45,710 n/app . —  n/app ~ = nfapp -.
$131.588 270 % £91.,400 (30.5_)_% '5163,_350 420 %
- 84,518,808 6.4 % 54,630,900 25 % 54,840,850 45 %




Table 2 -

State General Fund Receipts

FY 2005 Revised

Comparison of November 2004 Estimate to April 2004 Estimate As Adjusted for Legislation

(Dollars in Thousands)

.| Property Tax:
Motor Carrier
Motor Vehicle
Ad Valorem

“Total ‘

Income Taxes:
Individual
Corporzation’
Financizl Inst.

Total . -

Estate Tax

Excise Taxes:

Retzil Szles

Compenszating Use

Cigarette ;

Tobacco Product’

Cerezl Mzlt Beverage
.- Liguor Gzllonage -

_ Liguor Enforcement
LiquorDrink
Corporzte Franchise
Severance :

Gas
0il

Total”

Other Taxes: )
Insurance Premium
Miscellaneous

- Total
Total Texes

Other Revenues:
Interest
Net Transfers

Demznd to Revenue Transfers

Other Transfers
Agency Earnings
Federzl Grants

Total Other Revenue

Totz] Receipts

FY 2005 CRE Est. -

Difference
As Adjusted for :
Legislation after  FY 2005 CRE Est.
. 04/20/04 Revised 11/03/04 Amount Pct. Chg.
$10,500 $ 21,000 $1,500 77 %
400 ‘ 803 400 n/app-
1,000 ;- 1.10 100 n/app -
$20,900 \ $ 22,000 $1,100 53 %
51,899,904 © 7 §1,960,000 $60.096 Gl
130,000 ! 152,000 22,000 16.9
34,500 22,000 (12,500) (36.2)
$2,064,404 $ 2,134,000 69,506 34 %-
$49,000 $ 50,000 $1,000 2.0 % |
$1,670,941 $ 1,650,000 (20,941) (13) %
224290 233,000 8,710 3.9
/118,000 - 118,000 - &=
4,500 5,000 100 2.0
2,200 2,200 A e
16,000 16,000 = i
.42.000° 43,000 1,000 24
7,700 7,500 (200). (2.6)
42,300 48,000 5700 13.5
77,600 105,400 27,800 35.8
58,900 79,100 20,200 343
18,700 26.300 7.600 40.6
$2,205,631 $ 2,228,100 $22,169 1.0 %
$100,000 $ 100,000 (e - %
4,500 4,500 i b
$104,500 $ 104,500 g - %
$4.444 735 $ 4,539,500 $94,765 21 %
£21,500 1§25,100 $3,600 16.7 %
11,530 (2,700) (14,230) n/app
(74,600) (71,800)° 2,800 n/app
86,130 69,100 (17,030) (19.8)
63,956 69,000 5,044 7.9
$96,986 $ 91,400 ($5.586) (5.8) %
$4,541,721 $ 4,630,900 $89.179 - 20 %




Tahle 3
State General Fund Receipts
FY 2006

Comparison of Revised FY 2005 CRE Estimate to Initial FY 2006 Estimate
- . (Dollars in Thousands)

Property Tax:-
Motor Carrier
‘Motor Vehicle

Ad Valorem

] Total

Income Taxes:
Individual
Corporation
Financizl Inst.

Totzl

’ :Estate Tax

Excise Taxes:
Retzail Sales’
‘ Compensating Use
Cigarette
‘Tobacco Product
Cereal Mzlt Beverage
. Liquor Gallonage
-Liguor Enforcement
" Liquor Drink
Corporate Franchise
Severance
Gas
0il
Total
Other Taxes:
Insurance Premium
Miscellaneous
Total

Total Taxes

Other Revenues:

Interest '

Net Transfers :
Demand to Revenue Transfers
Other Transfers

“Agency Earnings

Federal Grants

Total Other Revenue
Total Receipts

- " Difference
FY 2005 CRE -
Est Revised FY 2006 CRE Est.
11/03/04 11/03/04 Amount Pct. Che.
$21,000 $22000  $1,000 4.8 %
800 s (800) n/app
1,100 = (1,100) wapp
$32,900 $ 22,000 (8500) - G.9)
$1,960,000 $2,060,000  $100,000 51 %
152,000 155,000 3,000 2.0
22,000 22,000 W L
$2,134,000 $2,237,000  $103,000 48 %
$50,000 $ 51,000 $1,000 00 %
$1,650,000 $ 1,700,000 50,000) 30 %
233,000 237,000 4,000 17
118,000 117,000 (1,000) 0.8)
5,000 5,200 200 40
2,200 2,100 100) (4.5)
16,000 16,000 = -
43,000 45,000 - 2,000 - 4.3
7.500 2,700 200 27 .
48,000 45,000 (3,000) 63)
105,400 88,000 (17,400) © {(16.5)
79,100 66,300 (12,800) (162)
26.300 21,700 (4.600) ' (17.5)
2,228,100 - $ 2,263,000 $34,900 16 %
$100,000 $ 100,000 $— w B
- 4,500 . 4,500 — -
$104,500 $ 104,500 e — %
$4,539,500 $4,677,500  $138,000 3.0 %
$£25,100 $ 40,350 $15,250 60.8 %
(2.700) 65,800 68,500 n/app
(71,800) 2 71,800 {100.0)
69,100 65,800 (3,300) 48)"
69,000 57,200 (11,800) 17.1)
$91,400 $ 163,350 $71,950 787 %
$4,630,900 54,840,850  $209.950 45 %
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(785) 296-3181 @ FAX (785) 296-3824
kslegres@klrd.state.ks.us http:/ / www.kslegislature.org/Kklrd

January 6, 2005

To: Legislative Budget Committee

STATE GENERAL FUND (SGF) RECEIPTS
July through December, FY 2005

This is the second monthly report based on the revised estimate of SGF receipts in FY 2005
made by the Consensus Estimating Group on November 3, 2004. The figures in both the “Estimate”
and “Actual” columns under FY 2005 on the following table include actual amounts received in July-
October. Thus, the report essentially deals with the difference between the estimated and actual
receipts in November and December.

Total receipts through December of FY 2005 were $6.2 million or 0.3 percent above the
estimate. The component of SGF receipts from taxes only was $287,000 or 0.0 percent above
the estimate. Total receipts through November of FY 2005 were $16.2 million or 0.9 percent above
the estimate, and taxes only were $9.2 million or 0.5 percent above the estimate.

Generally, a comparison of only two months is of little value in identifying a trend for the
remainder of the year. Receipts through the end of January will include sales tax receipts on
Christmas business and individual income tax estimated payments due in January. Both of these
factors will make the January report more helpful in ascertaining a picture of SGF receipts.

Taxes that exceeded the estimate by more than $1.0 million were corporation income ($11.7
million or 14.8 percent), insurance premiums ($5.6 million or 15.6 percent), and estate ($4.9 million
or 17.9 percent).

Taxes that fell below the estimate by more than $1.0 million were individual income ($22.3
million or 2.3 percent) and financial institutions privilege ($1.1 million or 11.6 percent).

Agency earnings and interest earnings each exceeded the estimate by $5.4 million and $0.7
million, respectively. Net transfers were $0.2 million higher than expected.

Total SGF receipts through December of FY 2005 were $37.0 million or 1.7 percent
above FY 2004 receipts for the same period. Tax receipts only for the same period exceeded
FY 2004 by $77.2 million or 3.6 percent.

This report excludes the July 1 deposit to the SGF of $450 million, pursuant to issuance of
a certificate of indebtedness. This certificate will be discharged prior to the end of the fiscal year.

40796~(1/6/5{8:09AM })
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““=nsas Legislative Research Department

January 6, 27

STATE GENERAL FUND RECEIPTS
July-December, FY 2005
(dollar amounts in thousands)

S B e

e ; = 2}_'00(5' e .WPEI'GE!’]—_'[MIDCFEEISE reiatn{g_»_
o Adual  Differece  FY2004  Esimate
e : e e e e :
Motor Carriers $ 11,613 $ 11,750 5 12,350 $ 600 6.3% 5.1%
General Property - 600 438 (162 ) B (27.0)
Motor Vehicle e e e T s e e e e O
Total $ 2ieh i B0 s Teue B e ST s 4.3%
Income Taxes:
Individual $ 907,949 $ 951,000 $ 928,678 $ (22,322) 2.3% ( 2.3)%
Corporation 68,884 79,300 91,001 11,701 32.1 14.8
Financfal Inst. £ Biasse ek ooh & 7996 (lost) . e0d) (18
Total $ 990,190 $ 1,039,350 $ 1027676 $ (11,674) S D)2e
Estate Tax $ 22,148 3 27,600 3 32,535 $ 4,935 46.9% 17.9%
Excise Taxes:
Retail Sales $ 819,415 $ 827,000 $ 827,253 $ 253 1.0%
Comp. Use 105,422 117,000 117,896 896 11.8
Cigarette 62,029 59,100 59,192 92 (4.6)
Tobacco Prod. 2,382 2,600 . 2,599 (1)) 9.1
Cereal Malt Bev. 1,162 1,175 1,108 (67) (4.7)
Liquor Gallonage 8,370 8,000 8,103 103 (3.2)
Liguor Enforce. 20,104 21,400 20,997 (403) 4.4
Liquor Drink 3,558 3,700 3,626 (74) 1.9
Corp. Franchise 11,916 12,800 12,930 130 8.5
Severance 41,666 49,600 49,650 50 19.2
Gas 33,128 36,500 36,273 (227 ) 9.5
Qil 8538 13000~ AR 20 e SR
Total $1076023  § 1102375 § 1,03356 $ 98 _25%
Other Taxes: :
Insurance Prem. $ 40,933 $ 36,000 $ 41,626 $ 5,626 1.7% 15.6%
Miscellaneous foe2nn. oGt
Total $ 42970 : 38,000

Total Taxes

Other Revenue:
Interest
Transfers (net)
Agency Earnings
and Misc.

Total

*

s 2272590

2143608 §

$ 6,491 5
$ (ee2i) %

9200 $
((17:300)F 5

0914 § 714
TiEded) 8 (8 - =

51,063

S 2258075 § 2264248 8 6

Consensus estimate as of November 3, 2004.
Excludes $450 million to State General Fund due to issuance of a certificate of indebtedness.

NOTE: Details may not add to totals due to rounding.

40796xIs~(1/5/5{2:49PM}) 10f1



Kansas Legislative Research Department

Appropriations Update
January 11, 2005

The Governor's Budget Report for FY 2006 was presented to the 2005 Legislature on Tuesday, January
11, 2005. The recommendations will be incorporated into appropriations bills for consideration by the
Legislature. If you have any questions about any information in this report, please contact Alan Conroy, Director,
J.G. Scott, Chief Fiscal Analyst, or Leah Rohinson, Principal Fiscal Analyst, at (785) 296-3181.

Overview of FY 2006 Recommendation

/" The Governor recommends expenditures of $11.3 billion from all funding sources in FY 20086, including

expenditures of $4.8 billion from the State General Fund:

¢ State General Fund expenditures increase by 3.4 percent, or $160.3 million.
¢ Expenditures from all funding sources increase by $454.6 million, or 4.2 percent.
¢ The Governor's budget provides for an FY 2006 State General Fund ending balance totaling 4.3

percent of expenditures ($206.1 million), $156.9 million less than the 7.5 percent ending balance
required by statute. (Note: The Governor does include a “statutory budget” which complies with the
required 7.5 percent ending balance law in Volume 1 of the Governor’s Budget Report. The statutory
budget reduces the Governor's recommended State General Fund budget for most agencies by a total
of $146.0 million, or 8.9 percent.)

¢ Recommended State General Fund expenditures exceed revenues by $73.6 million.

¢ The recommendations include a 2.5 percent base salary increase for state employees (estimated to
cost $49.8 million from all funding sources, including $23.8 million from the State General Fund).
included in the salary increase are statewide elected officials, state legislators, judges and Regents
employees. (This amount assumes that the Regents will elect to provide the same salary increases
provided to other state employees. Funding for the Regents salary increase, which totals $24.1 million
from all funding sources including $11.8 million from the State General Fund, is included in the Regents
operating grant increase recommended by the Governor.)

¢ The recommendation also includes a total of $15.5 million, including $7.1 million from the State General
Fund, to fund the Kansas Public Employees Retirement System (KPERS) Death and Disability
contribution rate at 1.0 percent of salaries. This is an increase in the rate from the 0.6 percent of
salaries funded in the FY 2005 budget. (This amount also assumes that the Regents will elect to
provide the institutions with funding for this adjustment. Funding for the Regents portion of the increase
which totals $2.8 million, including $1.3 million from the State General Fund, is included in the Regents
operating grant increase recommended by the Governor.) This amount does not include KPERS-
School.

¢ The recommendation also includes funding of $64.4 million, including $32.6 million from the State
General Fund, to finance the 27" pay period which happens to occur in FY 2006. The Governor
proposes to finance the cost over a period of 11 years through an advance of funds from the Pooled
Money Investment Board (PMIB) to the State General Fund to cover the State General Fund portion
of the cost. Under the Governor's recommendation, beginning in FY 2006, an annual $3.0 million
transfer will be made from the State General Fund back to the PMIB.

Senate Wars and Means
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¢ State General Fund expenditures for the Department of Education increase by $12.0 million or 0.5
percent. General and supplemental state aid expenditures decrease by $17.3 million. The Governor's
recommendation maintains Base State Aid Per Pupil (BSAPP) at $3,863. Funding for KPERS-School
employer contributions (including death and disability) increases $24.6 million in FY 2006 from $139.2
million to $163.8 million. The recommendation also includes $1.0 million for a mentor teacher program,
and $2.5 million for inservice education.

¢ State General Fund expenditures for the Board of Regents and the Regents Institutions increase
by $43.0 million or 6.1 percent. The recommendation includes: $18.0 million to increase the operating
grant to the Regents; $8.9 million for the second year of a three-year effort to complete the original
estimate (excluding performance funding) of the Higher Education Reform Act (1999 SB 345). In
addition, $13.1 million of the increase is to address the 27" pay period. The $18.0 million operating
grant increase includes funding totaling $11.8 million for the 2.5 percent pay increase, and $1.3 million
for KPERS Death and Disability.

¢ State General Fund expenditures for the Department of Social and Rehabilitation Services increase
$37.6 million, or 4.5 percent, largely for caseload increases.

¢ The recommendation increases FTE positions by 7.9 from FY 2005 to FY 2006.

+ For FY 2008, there are no State General Fund transfers to the State Highway Fund, the Local Ad
Valorem Tax Reduction Fund, or the City County Revenue Sharing Fund. The recommendation
includes transfers to the Special City County Highway Fund ($10.1 million); the School District Capital
Improvements Fund ($56.2 million); the State Water Plan Fund ($6.0 million), the Regents Faculty of
Distinction Program ($0.4 million), and the State Fair Capital Improvements Fund ($0.3 million).

The following pie charts illustrate the Governor's recommended State General Fund expenditures by function
of government and by category of expenditure. Education (including local school aid and Regents universities)
receives 64.1 percent of the State General Fund budget in the Governor's recommendations. Aid to local units
comprises the largest category of expenditure in the Governor's budget with over half of the FY 2006 State
General Fund budget (51.6 percent) distributed to local units of government, primarily through local school aid.

SGF Expenditures by Major Purpose

SGF Expenditures by Function FY 2006 Governor's Recommendation

FY 2006 Governor's Recommendation

Human Resolrces State Operations
A i
Gen. Govemment
- 4‘3%"1 Capital Improvements
Public Safety AN
7.6%
Education Other Assistance
- e oz




Recommended Current Year Budget Changes

The Governor's revised FY 2005 recommendation is an increase of $514.9 million from all funding sources, and
an increase of $22.0 million from the State General Fund from the amount approved by the 2004 Legislature.
The Governor's Budget Report identifies several current year adjustments including:

= An increase of $309.9 million in the budget of the Kansas Department of Transportation, largely
reflecting capital improvement expenditures carried forward from FY 2004.

= Anincrease of $151.8 million (including $42.9 million from the State General Fund), in the budget of the
Department of Social and Rehabilitation Services, largely to reflect caseload increases, and full
funding for the Health Care Access Improvement Act.

= An increase of $96.1 million, including $2.1 million from the State General Fund, in the budgets of the
State Board of Regents and the Regents institutions. The increase is primarily the result of larger
than anticipated receipts from federal and other research grant funding sources.

The status of the State General Fund, based on the recommendations of the Governor, is reflected in
the following profile.

State General Fund Profile-Governor’'s Recommendation
Non-Statutory Budget
In Millions
FY 2004 FY 2005 FY 2006
Beginning Balance $ 1227 $ 3275 $ 2797
Released Encumbrances 24 0.0 0.0
Receipts (Nov. 04 Consensus) 4,518.9 4,630.9 4,840.9
Tech. Adj. to Nov. 04 Consensus 0.0 0.0 (35.2)
Governor's Recommended Receipt Adj. 0.0 1.6 (38.7)
Adjusted Receipts $ 4518.9 $ 46325 _$ 47670
Total Available 4,644.0 4,960.0 5,046.7
Expenditures 4,316.5 4,680.3 4,840.6
Ending Balance $ 3275 _$ 2797 _$ 2061
Ending Balance as a % of Expenditures 7.6% 6.0% 4.3%
Adjusted Receipts in Excess of $ 2024 $ (478) § (73.6)
Expenditures
% Change from Prior Year:
Adjusted Revenues 6.4% 2.5% 2.9%
Expenditures 4.3% 8.4% 3.4%

Additional information on the Governor's budget recommendation and the requests made by state agencies
will be presented in the Legislative Budget Analysis to be presented to the Legislature after the legislative
fiscal staff completes its analysis.






