4-4-20 Coronavirus (COVID-19) Fiscal Impact
Louisiana’s state budget for FY 20 and the proposed budget for FY 21 will both be
severely impacted by the repercussions of coronavirus disease-2019. Both the
expenditure side and the revenue side will be dramatically altered.

Expenditures
Current Year FY 20: The state has started tracking additional encumbered
expenditures in the current year that are related to Covid-19, and there is a daily
report that details obligated amounts by department and by expenditure category.
As of 4/4/20, obligations totaled $578 million, with most from the Governor’s
Office of Homeland Security and Emergency Preparedness (GOHSEP) in the supplies
category ($545 million) (see attachment #1).

The Governor’s Office of Planning and Budget is actively monitoring agencies’ FY 20
budgets to ensure that they have sufficient budget authority to accommodate
these additional expenditures. GOHSEP received a $100 million seed for Federal
Funds and is operating under emergency authority to expend Federal Funds. To
the extent additional budget authority is necessary, this could be adjusted through
a BA-7 by the Joint Legislative Committee on the Budget or through a supplemental
appropriations bill in the current year.

Next Year FY 21: House Bill 105 had contemplated an additional $307 million in
State General Fund, largely in the Dept. of Health for means of finance swaps, and
in education/higher education for various enhancements (see attachment #2).
Approximately 75% of the State General Fund is allocated to education and
healthcare (See attachment #3).
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Revenues
Current Year FY 20: The revenue forecast from the January Revenue Estimating
Conference (that was not adopted) showed the Division of Administration estimate
of $170 million excess over the current $9.7 billion State General Fund and the
Legislative Fiscal Office estimate of $236 million over the current $9.7 billion SGF;
however, this is sure to be downgraded due to the current decline in economic
activity and the reduction in oil prices which are at $25 per barrel as of 4/1/20. The
current REC official forecast has oil at $59 per barrel in FY 20 and $60 per barrel in
FY 21. Each $1 change in the price per barrel for a full year equates to roughly $10$12 million in annual revenue to the State General Fund. Mineral revenues account
for about 6.5% of the state’s total general fund revenues.

Next Year FY 21: The official forecast for State General Fund for FY 21 is $10 billion
which is what HB 105 used to fund expenditures from the general fund, including
various enhancements to areas such as education/higher education and for
statewide mandated cost increases such as health insurance. The Revenue
Estimating Conference is contemplating meeting in mid-May to adjust the forecast,
and the legislative and governor’s economists are working on the revenue outlook
for the current and next fiscal years based on numerous uncertainties that could
make accurate projections improbable. There could be significant adjustments to
many revenue sources depending on the length of the Coronavirus and the return
to normal activity. Due to these uncertain and rapidly changing developments, the
Revenue Estimating Conference could choose to make estimates on a broad basis
to the total general fund line in terms of percentage drops and then return on a
frequent basis to monitor monthly/quarterly impacts.
See attachment #4 or go to the Legislative Fiscal Office website under Legis.la.gov
for latest revenue estimates.
Watching the January REC meeting, specifically the summary of revenue for the
Legislative Economist, Greg Albrecht, is a great tool to learn about the revenue
Louisiana receives to fund government operations. Click on the link for the
January REC meeting at
https://house.louisiana.gov/H_Video/VideoArchivePlayer?v=house/2020/jan/013
1_20_REC and proceed to the 27 minute time of the meeting.
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Federal Assistance
The federal government has passed and is currently considering additional
legislation to assist states and individuals with regard to the Covid-19 emergency.
The U.S. Senate recently approved a $2 trillion relief package that includes funds
for local governments, education stabilization, disaster relief, funds for the Centers
for Disease Control, election security, business lending, direct payments of $1,200
to individuals, etc. (Coronavirus Aid, Relief, and Economic Security Act – see
attachment
#5
and
https://www.ncsl.org/ncsl-in-dc/publications-andresources/coronavirus-stimulus-bill-states.aspx).

As part of a previous stimulus package the federal government temporarily
increased the federal share of Medicaid payments (FMAP) by 6.2% from January
1st, 2020 to the last quarter of the declared emergency. This will provide additional
federal dollars for the Medicaid Program (estimated $280 million SGF savings) that
could offset costs associated with Covid-19.

Budget Stabilization (Rainy Day) Fund
The current balance in the fund is $405 million. Only 1/3 or $135 million can be
used up to the amount of a decrease in revenues.
Money in the fund can be used in two situations:
 For Current Fiscal Year (FY20) - If a deficit for the current year is projected
due to a decrease in the official forecast, an amount equal to 1/3 of the rainy
day funds not to exceed the projected deficit may be appropriated after the
consent of 2/3 of the elected members of each house.
 For Next Fiscal Year (FY21) - If the official forecast of recurring money for the
next fiscal year is less that the official forecast of recurring money for the
current fiscal year an amount equal to 1/3 of the rainy day funds may be
appropriated after the consent of 2/3 of the elected members of each house.
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$535 million Surplus from last year:
 $134 million or 25% must be deposited to Budget Stabilization Fund.
 Will be transferred to Budget Stabilization Fund in Funds Bill
(currently HB 305 of the 2020 Regular Session).
 New balance will be $543 million.
 New balance available for use once certified by Revenue Estimating
Conference at beginning of FY2021.
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Attachment #1 - Current Covid-19 Expenditures
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Attachment #2 – FY 21 State General Fund Budget Major Enhancements
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Attachment #3 – State General Fund Allocations
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Attachment #4 – REC for FY20
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Attachment #4 – REC for FY21
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Attachment #5 – NCSL Overview of Federal Stimulus (see link for more details)
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