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H OU S E CoMMITTETE REPORT

) . 'm
Date referred: 1/20/88 FURTHER REFERRALS: HESS
Finance
| <DATE: APR 13 $88
Community and . _
The Regional Affairs Committee has considered HB 381

"An Act making special aﬁpr.opriations for the public school foundation
program, sState revenue sharing program, and municipal assistance program
for fiscal year 1990; and providing for an effective date."

RKCOMWNP5: \
f/1 replace with CS> 3>8i (d&n) C 3 the same title
c 3 attached amendment(s) .t/ @ new title
© e/] do pass
C do not pass

individual recommendations

3
e[ 3 no recommendation
3
3 additional referral to the Committee

ADOPTS - [ 3 letter of intent

ATTACHES HEW FISCAL NOTE(s):

[ ] fiscal impact [ ] same as previous fiscal note
[Y(1 zero fiscal note published e
[ ] zero with analysis [ ] same as previous zero fiscal

note published

SIGHING OTHER RECOMMENDATIONS:
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Original sponsors:

Funding Information
General Fund
Other Funds

Tnr,

IN THE HOUSE

5-1401L

Sund and Frank

SATITt, 015,400
41,177 ,500
TO9r ;w

BY THE COMMUNITY AND REGIONAL
AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 381 (CSFA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISTATURE

For an Act entitled:

- SECOND SESSION
A BILL

"An Act making special appropriations for the public

schoolfoundation program, school construction ac-—

count, state revenue sharing program, and municipal

assistance program for fiscal pear 1990! and provid—

ing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1.

funds

The sum of $508,863,400

in the amount

is appropriated from the following

listed to the Department of Education for the public

3chool foundation program (AS 14.17) for the fiscal year ending June 30,
1990:
FUND SOURCE AMOUNT
General Fund $461,684,900
Public School Fund
(AS 37.14.110) 8,830,900
School Fund (AS 43.50.140) 3,500,000
Federal Receipts 34,846,600
* Sec. 2. The sum of $109,472,700 Is appropriated from cho general ftind

to the Department of Education for the school

11.100(c)) for the fiscal

* Sec. 3.

to the Department of Community and Regional

sharing program

June 30,1990.

* Sac. 4.

The sum of $40,773,400

(AS 29.60.010 -

The sum of $56,084,400

construction account (AS 14.-

year ending June 30, 1990.

is appropriated from the general, fund

Affairs for the state revenue

29.60.300) for the fiscal year ending

is appropriated from the general fund

“1- CSHB 381 (C&RA)
— - - ; Y
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Y to the municipal assistance fund (AS 29.60.350) for Che municipal assis—

2 tance program (AS 29.60.350 - 29.60.375) for the fiscal vyear ending
% June 30, 1990.

4 * Sec. 5. The unexpended and unobligated portion of the appropriations
5

made by this Act lapse into the fund from vhich the money was appropriated

June 30, 1990.

Sec. 6. This Act takes effect July 1, 1989.
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Introduced: 1/20/88 5-1401A
Referred: Community 4 Regional

Affairs, Health, Education 7

Social Services and Finance

Funding Information
General Fund $496,300,200
Other Funds 28,644,100
$524,944,300
IN THE HOUSE BY SUND AND FRANK
HOUSE BILL NO. 381
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making special appropriations for the public
school foundation program, state revenue sharing
program, and municipal assistance program for fiscal
year 1990; and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
SoBjBbZ,H00
* Section 1. The sum of $428w#86 ,500-is appropriated from the following

funds in the amount listed to the Department of Education for the public

school foundation program (AS 14.17) for the fiscal year ending June 30,

1990:
FUND SOURCE AMOUNT
General Fund $4»9-r442-;48¢e-
Public School Fund 0,830,700
mldd &Mééﬁ 37-14é£}%}so.nof ?l%%%fﬁ%% -
Federal Receipts m2"644viee- 4,00

* Sec. 2. The sum of $40,773,400 is appropriated from the general fund
tothe Department of Community and Regional Affairs for the state revenue
sharing program (AS 29.60.100) for the fiscal year ending June 30,1990.

* Sec. 3. The sum of $56,084,400 is appropriated from the general fund
tothe municipal assistance fund (AS 29.60.350) for the municipal assis-
tance program (AS 29.60.350 - 29.60.375) for the fiscal year ending
June 30, 1990.

*Sec. 4. The unexpended and unobligatedportion of theappropriations
made by this Act lapseinto the fund fromwhich themoney was appropriated

June 30, 1990.

HBO381A - KB 381



2504 2nd Avenue
Ketchikan, Alaska 99901
(907) 225-5552
W hile in Juneau
P.O. Box V

Juneau, Alaska 99811
(907) 465-4919

Representative Sund
House Bill 381

AMENDMENT
Add a New Section to Read: /V A /

( The sum of $109,472,699 is appropriated from the general fund
J )to the Department of Education for the school construction
j account (Asl4.11.100(c)) for the fiscal year ending June 30,

( 1989,
/

v C) | —- T



fund and from other
tion

operating

to

* Saction 1.

the

for

An Act making appropriation to

tion for K - 12 support)

data.

Tha sum of $508,862,400

and providing for

tha Department of Educa-

an effective

is appropriatad from the general

funds in tha amount listed to the Department of Educa-
the purposes expressed and allocated in the amounts listed for
expenditures for the fiscal year ending June 30, 1989s
FUND SOURCE AMOUNT
General fund $461,684,900
Public school fund (AS 37.14.110) 8,830,900
School fund (AS 43.50.140) 3.500.000
Federal receipts 34,846,600
PURPOSE ALLOCATION AMOUNT
Foundation program $447,500,900
Student lunch program 13,500,500
Cigarette tax distribution 3.500.000
Tuition students 14,609,000
Boarding home grants 450,000
Youth in detention 1,307,700
Schools for the handicapped 2,872,600
Pupil transportation’_kll’l00 /I'\]y 25.121.700
of Education for the school construction account

Department

-1-

HCS CSSB 330(HESS)
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STATE OF ALASKA BELL VERSION f3 HB 381
1988 LEGISLATIVE SESSION PUBLISHD ATE:

FISCAL NOTE

REQUEST:

Revision Date: Apency Affecteds Community & Regional Affairs
Title:"An Act, .appropriations, .revenue BRU : Municipal Revenue Sharing
sharing..municipal assistance.."”

Sponsor :  Sund & Frank Components:.

Requestor:

EXPENDITURES/REVENUES: (Thousands ofDollais)

OPERATING FY 88 FY 89 FY 90 Fy 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPNVENT
LAND & STRUCTURES
GRANTS, CLAIVS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

REVENUE
[]

FUNDING: (Thousands ofDollars)

GENERALFUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS

OTHER

TOTAL -U- -0- -0- -0- 0- -0-

POSITIONS:

FULL-TIME -0- -0- -0- -0- --0- -0 -
PART-TIME
TEMPORARY

ANALYSIS : (Attach aseparate page if necessary)

» 1M
VM . 465-4750
Pl_&epra.red W WWMMMy_Lgsman Deputy D_|r£ector ,- Pho
Division ¥ Municipal & Reglonal Assistance f'[ Date.
Approved by Commissioner: Z. JO. Date : 2./°s f n
Agency: Community & Regional A ffairs 5 7

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page. of



File Contents
HB 381 - Approp: FY '90 Revenue Sharing/School Aid
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1. Bill - HB 381

1.1. Fiscal Note - DCRA

2. Bill Review - HCRAStaff

3. Chart - General Fund Appropriation
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STATE OF ALASKA BILLVERSION: HB 381

1988 LEGISLATIVE SESSION PUBLISH DATE:
REQUEST; _ SC O
Rgvision Date: Agency Affected: community & Regional Affairs
Title : ~An Act, .appropriations, .revenue BRU ; Municipal Revenue Sharing
sharing..municipal assistance..’'
Sponsor :  sund S Frank Components :
Requestor:

EXPENDITURES/REVENUES;  (ThousandsofDollars)
OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

REVENUE
[

FUNDING; (ThousandsofDollars)

GENERALFUND -0 - -0 - -0 - 0 .0 - °
FEDERAL FUNDS

OTHER

TOTAL . “ U\ -0 - -0 - _o - .0 - -0 -
POSITIONS:

FULL-TIME -0 - -0 - -0 - -0 - -0 - -0 -
PART-TIME

TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

..... JidtrPl i 465-4750
Breporedkiy: -a 1 a ol 12 ®P Y Cp Ce fe i e Rhane : " F TSP it
Division: = Municipal & Regional Assis t a n c e * ... Date:

Approved by Commissioner: /_ _ Date:, : v ¢
Agency: Community & Regional A ffairs r 1

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor ,
Office of Management and Budget
Impacted Agency(ies) page-------- of
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TO: Representative Henry Springer, Chairman
House Comnunity and Regional Affairs

FROM: David C. Harrison, P. A.,
House Community and Regional Affairs

Date: February 3, 1988

RE: HB 381 "An Act making special appropriations for the public
school foundation program, state revenue sharing program, and
municipal assistance program for fiscal year 1990; and providing
for an effective date.”

Sponsors: Sund and Frank
REVIEW.
* Section 1. The sum of $428,086,500 is appropriated from the following
funds in the amount listed to the Department of Education for the public

school foundation program (AS 14.17) for fiscal year ending June 30,
1990:

Current law (AS 14.17) refers to the Public School Foundation Program

Line 16 General Fund $399,442,400
Line 17 Public School Fund

Line 18 (AS 37.14.110) 8,000,000

Line 19 Federal Receipts 20,644,100

Current law AS 37.14.110 refers to the public school fund established,
(@ There is established as a separate fund the public school fund.
Coirment: This section refers to a balance of the public school fund
permanent fund on July 1, 1978 plus sums transferred under
(contributions) stated in AS 37.14.150 as veil as interests and
dividends earned from investments of the principal of that fund under AS
37. 14.170. (4 ch 182 SLA 1978).

Comnent: The sum of $428,086,500 was taken from FY "89 Conference

Conmittee. Department of Education amoynt FY *89 is $446,000,90Q. The
Department of Education supports the educational part of this bill.

* Section 2. The sum of $40,773,400 is appropriated frcm the general
fund to the Department of Conmmity and Regional Affairs for tne revenue
sharing program (AS 29.60.100) for the fiscal year ending June 30, 1990.

Current law AS 29.60.100 refers to Chapter 60 State Programs and under



HB 381 - Bill Review - February 3, 1988

Article 1, indicates Municipal Tax Resource Equalization and other
related items.

Carment: The sum of $40*773,400 may be taken from FY "88 revenue as
requested for FY "89.

* Section 3. The sum of $56,084,400 is appropriated from the general
fund to the municipal assistance fund (AS 29.60.350) for the municipal
assistance program (AS 29..60.350 - 29.60.375) for the fiscal year
ending June 30, 1990.

Current law (AS 29.60.350 - 29.60.375 refers to municipal assistance
fund; base amour4 of assistance; municipalities organized under federal
law; increased assistance; and definition of municipality, etc.

* Section 4. The unexpended and unobligated portion of the
appropriations "made by this Act lapse into the fund from which the money
was appropriated June 30, 1990.

Comments:

HB 381 provides appropriations for a one yea~ early commitment to the
education foundation program (AS 14.17), as well as committed
appropriations for state revenue sharing program (AS 29.60.100)anda
corrmitted appropriation for municipal assistance program (AS 29.60.. .350
- 29.60.375) for fiscal year June 30, 1990. The effective date for
this is July 1, 1989. The delayed effective date of this bill provides
the mechanism for a one year early appropriations comnitment.

OTHER COMMENTS REGARDING VARIOUS SIMILAR BILLS IN THE WORKS:

Director David Teal"s memo of 1/18/88 to Rep. Ulmer discussesforward
funding and full funding as separate distinct concepts. Please see
attached memo discussing problems and issues. One such issue relates to
a possible constitutional change in such funding processes.

Jim Nordland®"s memo to Representatives Koponen and EIlis - Co-Chairs
of HESS dated 1/13/88 provides a rundown of bills and related issues as
well as ideas for education foundation funding program. Please see
attached memo.



JOHN SUND, REPRESENTATIVE
2504 2nd Avenue
Ketchikan, Alaska 99901
(907) 225-5552

"POBXV"
Juneau, Alaska 99811
(907) 465-4919

MEMORANDUM

To: resentatlve Springer
gl % House Community and Regional Affairs
ommitteé
From: Representative John Sun
Date: January 25, 19ss ]
I hedule B ill hich rel
Subj guesw gc edd se il 381 which re aées to

ward n on, revenue sharing an
municipal assistance.

House B ill s3s: would r|a e state . funds for muni CP
assistance, revenue s e ucatlon a.year earlier than
un er resent pract |ce he muni alltles and
BC 8an their bud 9 t| S are no tryln%

bud I‘Ib[l IOnext year without knowmg the ‘amount of” stat

Advance notlc of fundln fan alleviat FQ of the financial
aner ainty t CI alities and 8C istricts . face
urlng t e|r eliberation assist setélnﬂ tax
ates: F? ature sses t % ud et |n my the
overnor |na es It |n une. That is after man
municipalities have tried to set thelr budgets and tax rates.

House .B |II 381 Would offer communities predictability and
certainty.

Please consider schduling HB ss: at your earliest convenience.



lature

House

X P.O. BOX V
State Capitol

Official Business Juneau, Alaska 99811

MEMORANDUM
T0: Rep. N”*Mlo Koponen, Co-Chair, House HESS Committee
BeB. yohnny ngﬂs 'Co-C a{flrI Houge HEE% CommrTl]tltee
FROM: Rep/Fra/gH{er
RE: Forward F nding
DATE: January lo, 1988

EE R e o o b b i S R R e e o o o b o

ave. for mrglsyearfc, ncgurag{ed the state to epact a jorwar
nism. for education IS, arque Q orwar

wodf Jovrde greater stabrlr % and r dicta |tey In 't

Ve, ucatjon” services to our ren. aue
? cra ed wrt Eementmg such a pr osa ave been 1 ga

?chool boards, local governments educators and admrnrs[rators
el

0 reement” as to the most ropriate
source I wou ?85 ?d)

o| to propose a m chanism ward g
that codld resolve these 'ISSUES. e attache summarrzes th|



Forward Funding

Throu constitutional endment I ro dIVISI(a

anent “fund earnings as f ows 40 o for
n ation roo |n and c und his
co stltutlo aI ame Iment would ve Etlte | e ofkhree ears

wou £ approve S voters ter three
ears th r? trrBu |on pgt earnrrt/s W u?d return to Its. Present
orm 500 to djviden able amount to inflation

|
Eg&frnng any remaining r%nds Would go to the earnings reserve

The’\w oposed chan%e 40/ 0730 would begrn FY 59 ar}]d end In

y accugr te |n educ '[IOH und over this. time

E\?”Od then be used t rw ra ucation beginning
|s process Is summarrzed below:

Education Fund  Cum Total Forward Funding
Y69 e
Eyss .............. e
Yo 1o, $254
Interest
Total

EYeginnin FY. 92, school di trlcts could begln bwgetlhg f?tr ﬂ
e fund (b

93 S gool ar as early Jul
asic nee )ﬁ y alance would b

roxrmately $15092 ! |o$r5100 rPh”“?e lislature rin the norma
ting ¢ woul f|II the orwr fun rocess
contl through s 1S.C ears Noe he
ance In t orward s ouI be eater tha
uc tional needs for an |ven ear That. means tfa s
occur (e. e II ent exceed rojections su icient
revenue to cover the s ort all would e avaifable



Forward Funding: Effects On Permanent Fund*

Proof?nnéjearlnd%efoggvr%gneﬁg'Hl gbglg%% 32 ultg)lgéd%?fjectelnﬂatlon

Table | *
FY s0/30730 Permanent Fund As Is Difference

Permanent Fund Balance

89 8,918 9,054 136
90 9,431 9,768 337
91 9,963 10,-544 581
927 10 756 11,368 612
95 13,381 14,098 717
Dividends
89 $807 $842 $ 35
90 816 .889
91 764 88! 117
g ** 751 J-877 126
95 805 940 135
Reserve Account
92 610 510 10
712 396 316
gﬁurce e, Research ( f;ee attached figures)
anges ac to current



S resulf lqwer arnwgs (less mEIatl roofrn the
ermane { Fungd Balance ¥ 95 ti app r |mate $717
million less than under current law

The . annua D|V|d ayments decrease in F and
beginning |: %ex gontrnﬁt_le to Increase. hrlelthe |V|der?rfs
8 Iess thehn cduF{ t | esearch prOjectlons show that
y FY 2005 t erence wou amount to $ioo

While the Permanent ﬁ balance and theb [RIVIdend ugd be less
undor ma/ r[)roposa e ese ve Accoun alance wol reater
Bompare 0. .currént law nfj eserve
Jﬂncn un er g?ren a{!/\lrlon un er yn?rl?rposadl(f%n grrr%de to 96
resuts since m(?atr(hn proofrng consu es %greater groportle f
the earnrtge?y under the. s at us quo 2005 th would be

approxima s300 Million arnin eserve _account
8#1 etd t0 zero under current Iaw (see att %%edr ﬁouse Researc
projections).

Constitutional Amendment

There are several reasons why a constitutional amendment is
necessary:

" {jt \iéors\:zr de E&/ize%%hu%:eagﬁogrﬁgﬁy u%dﬂegrﬁlﬁagaﬁtouﬁ t%% 5%ed

* No Ie%lslature ﬁan bind a t{ture Ieg ture Unless the
mechanism esta}]b |sh|n(9(ti orward |% 5
Ce)antoI “5'°”rot (relraet (\)Nn uthateftT'?u éfalreanltsele tuelyes wouﬁ first
& %rcate ggd lonal revenues to the %ng and

* | h
i PRToN o rootng AN the HnPhas being: estabioned "

lry osaI wo ld rovrde sc oo# districts "forward fundrnq
of e d£'[l0 dasb trnlg0 sjnce exaes% revenue 1n
the would be ava e offset unantrcrpate shortages.



House Research Projections
Forvard Funding

FY 89 to FY 91

Column A: Fiscal Year
Columns E and F:Com /pares flngl Permanent Fund balance unde[r
30730 and status quo for current fiscal year.
Column 1 Inflation Proofing under 40/s0/30
Columns L and M:At the end f FY 55, s32 M |II|o WOLH]
emaln | rese ccoun ?3 e final
a nce QJ E e $561
IS carrle thro HEer the
laessum tion 1T is not approprlate ythe

gislature.

Columns M and N: Co?pa S 8%5‘%@& law reserve balance with
30/30

Columns S and T: f:ompares Dividends under s0/30/30 and current

Column U: hows mount transferred to forward fund at
ng Feac% ?IS al year beg\]/\llnn(ljng FY 50,
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Alaska l&ate ScgialaturtkE

B ouse of BEprESEntatiUES

COMMITTEE ON HEALTH. EDUCATION
AND SOCIAL SERVICES

OUCHYV

P
JUNEAU. AK 99811
OFFICIALBUSINESS 465-3759

MEMORANDUM

10 RER: Moy BRI ook HASE S commniee:

FROM:  Jxm Nordlund, House HESS Staff
RE:  Proposals for early and forward funding
DATE: January 13, 19ss

*********************

ave celved se roppsals alln hthe Issue
'?np R Ea

or for ar ? radn
? ese proposals at e aP \th {0 estab ish"an” addition
un mre or e tion roe%radn or to row e reater
cer a| c 00| |strﬁ:] u F Iberati na
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MEMORANDUM

T0: Representative Fran Ulmer
ATTN: Dennis Burns

FROM: David Teal, Director

RE: Forward Funding of Education
Research Request 38.103

As you know, the legislative appropriation of funds for primary and
secondary education often occurs late in the budget cycle of municipalities
charged with operating s.hool systems. Municipalities and school districts
claim that preparing tfeir budgets is difficult when the amount of money
that will be received from the State--which constitutes a major portion of
their operational iunds--is uncertain. You asked for a brief discussion of
options that coul mitigate the uncertainty of school funding in Alaska.
You were particul ,rly interested in the concept of forward funding, i.e.,
the wuse of a cajh reserve fund as an intermediate step in the funding
process. The intermediate step would allow expenses during the upcoming
fiscal year to be paid from cash reserves while current appropriations
would be placed in the reserve fund to become' the cash to be used a full
year in the future.

The forward funding concept was discussed by the legislature as early as
1979. Three features make it attractive to various advocates--it can limit
expenditures, reduce volatility, and mitigate uncertainty. Each feature is
discussed below.

Forward funding can act as an effective expenditure |limit because the
accumulation of th? cash reserves required to initiate forward funding
implies  thatexpenditures be less than revenues during a transition

period. This feature was more attractivein 1979--when the concept was
being applied to the entire SUte budget and when, unlike today, several
years of high oil prices and high State revenues were predicted. In
addition, | donot believe thatadvocates of forward funding for education

intend that implementation should reduce funding for education. For these
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reasons, | limit discussion of this feature to pointing out that creation
of a cash reserve fund for education is likely to reduce the amount of
money that can be appropriated for other purposes.

Forward funding can reduce volatility in the flow of funds available for
expenditure, but only with the addition of mechanisms to transfer funds
from year to year. Without mechanisms to smooth the flow of funds,
forward funding simply delays the impact of funding level changes by one
year. .
Forward funding can eliminate wuncertainty regarding the total amount of
money available in a givenyear, but does notaddress the allocation of
funds among schooldistricts. Allocation is a direct function of the
number of education units within each district, while the number of units
is largely determined by enrollment.

Based on testimony at the January 14 House HESS committee teleconference,
there appears to be some confusion regarding the concepts of "forward
funding” and "full funding." Forward funding and full funding are
distinct concepts; "forward funding"” refers only to the timing of
appropriations while "full funding" refers to the level of appropriations,
specifically to the statutorily-set value of $60,000 per education unit.

Although State aid to individual school districts is based on a formula,
the use of forward funding does not guarantee full funding of the
formula. If appropriated funds are, insufficient to fully fund the
formula, a district which knew the total amount of~~money to be allocated
an3~ had a perfect forecast of its own enrollment would still not know the
amount of State aid it would receive because each district's allocation
would depend upon enrollment in every districts

To the extent that statewide enrollment predictions are used to determine
the level of appropriation, predicting enrollment currently adds a degree
of uncertainty to the funding processT  Forward funding could increase
budget wuncertainty Dy requiring thatenrollment predictions apply not to
the upcoming school year, but to the one following it.

In summary, forward funding of the education formula does not appear to
offer school districts or municipalities ariv~Ttgni riud)il~~atfvantage In ClTe~
budgeting process. If, however,the concept ot tul® fUndlhg were
"instituted, the perceived need for forward funding would diminish. The
legislature would then have a target appropriation level which, if fully
funded, would ensure that each district receives a predictable amount of
money. Of course, each district's final allocation would be determined by
actual enrollment, so that exact Funding levels would be unknown untiV
enrollment counts were avail~ab! “~~ — *
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Forward funding alone would not resolve budgeting problems because any
funding deficiencies not covered by a supplemental appropriation would
cause a pro rata reduction in allocations to school districts. Forward
funding might provide some warning that a shortage would occur, but it
would not prevent shortages from occurring. Shortages could be prevented
by: 1) consistently overfunding the program; or 2) using a secondary pool
of funds to offset unintentional underfunding.

As an example of use of a secondary pool of funds, assume that estimates
of the number of education units and a unit value of $60,000 result in a FY
89 appropriation of $428 million. If actual statewide enrollment exceeds
projections, a budget shortage will occur in every district regardless of
when the appropriation is approved. A secondary pool of funds could be
used to offset any shortfall of appropriations, thus guaranteeing full
funding in FY 89. In order to ensure full funding in the future, the
secondary pool would have to be devised in a way that: 1) prevents unused
funds from lapsing into the General Fund; or 2) relies upon a source of
future revenue to replenish the fund. Providing for continuity may require
a Constitutional amendment to allow dedication of funds to education. Ip_
order to add certainty to the districts7 budgeting process, thp ripriiraHnp
of revenue would not have to be sufficient to fund~The~e7rfire foundation
formula. it need be no larger.-than an amount which would offset
unintentional u'ncfe'rappropriation. In effect, the secondary pool of funds
could De relied upon to correct minor errors in predictions of the amount
required to fully fund education; the concept offers full funding as
opposed to forward funding.

The existence of a secondary fund would not ensure that money from the
fund would supplement annual appropriations to education rather than
replace them. Constitutional dedication of revenue sufficient to
consistently fully fund the education formula would approach the degree of
budget certainty that school districts apparently seek. Even dedication of
revenue to education cannot ensure that districts will receive a level of
funding that can be known early in their budget cycles. Federal rules
regarding the equalization of State aid require that aid per student be
within a fixed range. Because State aid must be adjusted when actual
eiirol-l.meat-is-known,-the—leve3- oQJm dj.DCL.for any schQQI d.iS-tr.ict cannot be
guaranteed early in the district's budget—cycle. ~

Discussion of Various Proposals

A January 13, 1988 memorandum (attached) from Jim Nordlund to the
co-chairmen of the House HESS committee described several proposals for
funding public education. For the purpose of discussion, | have divided
the proposals into three categories.

Proposals (1) through (4) would implement early funding, which means that
school districts would know the level of statewide appropriation earlier in
their budget cycle. Inthis regard, the concept is similar to forward
funding, which would be implemented by proposals (5a), (5b), (6) and (8).
The major difference between fhe concepts is that forward funding would use
money accumulated in one fiscal year to fund education in future vyears,
while early funding doesnot cross fiscal years. Forward funding offers
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earlier warning of funding shortages. It also requires the accumulation of
cash reserves, which means that implementing the concept would reduce the
amount of funds available for purposes other than education.* Neither
concept addresses the issue of full funding, i.e., they offer no assurance
that available funds would be sufficient to allocate $60,000 per education
unit.

Proposals (7a) and (7b) offer buffered funding as a means to ensure full
funding. That is, they would create a secondary funding source that would
be tapped if appropriations' were insufficient to provide State aid of
$60,000 per education unit. As long as mcney in the buffer account is
sufficient to offset any funding shortages, this concept offers far greater
budget certainty to school districts than simple forward funding. Timing
of appropriations wo.ld no longer be of concern; districts would know that
they would receive a fixed amount of State aid per education unit in each
and every year. These buffer proposals do require forward funding, but
cash reserve requirements are limited to the amount required to cover
?nantilcipated shortages rather than the full amount required to fund the
ormula.

Governor Cowper's proposed education endowment offers a type of buffered
funding. The endowment plan is similar to proposal (6) in that Permanent
Fund earnings would be used as source of funds for education. However, the
Governor7s plan would wuse interest earnings from the endowment as a
secondary source of funds rather than using the accumulated funds to begin
the forward funding process. This proposal would be implemented without
reducing the amount of General Funds available for purposes other than
education. As with other buffered funding proposals, school districts’
budget certainty would be enhanced, but only if the legislature's annual
appropriation plus funding from the secondary source were sufficient to
fully fund the education foundation formula.

Dedicated funding offers the-greatest degreel of budget certainty, but
only if the dedicated revenue were sufficient to fully fund the formula.
Any shortage of dedicated revenue would cause a dedicated funding plan to
be conceptually identical to the Governor's proposal.

* * *

If you wish to discuss the concepts addressed in this memorandum, | would
be pleased to meet at your convenience.

Attachment

Proposal (6) would implement forward funding without vreducing
current expenditures. This would be accomplished by using a portion of the
earnings of the Permanent Fund to create a reserve fund.
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2504 2nd Avenue
Ketchikan, Alaska 99901
(907) 225-5552

While in Juneau
P O Box V
Juneau, Alaska 99811
(907) 465-4919

MEMORANDUM

To: R resentatlve Springer
ﬁgl %eé House Community and Regional Affairs

ommit
From: Representative John Sun
Date: January 2s, 19ss v/

Subj. Re uest} ached ule use Bill 351 which relaaes to
orwargd d ducation, revenue sharing an
municipal assistance

House Bill 3s; would rla tate . funds for muni CIPa|
e

assistance, revenue s education a.year e

un er resent practice the %y LP muni aI|t and
B 8an their budde1 ommunities are no tryin

U ext year without knowing the amount of st te
con r|bu tions

Advance notic of fundln an IIeV|at H‘{ he financial
ncertainty t tle and ISt I’IC ace
ur|n thelr gF eratlon a a33| |n setélnﬂ tax
at es 1 e atu sses t udget my and the
overnor es une an

municipa |t s have trled to set he|r budgets and tax rates.

House .B |II 381 Wwould offer communities predictability and
certainty.

Please consider schduling HB ss: at your earliest convenience.



School Account Proposal

Proposal establishes a school account within the principal of the Permanent Fund.

e 1988 and 1989 Permanent Fund earnings, after distribution of dividends, will go to the school account.
e Future earnings from the school account will be available for finav.cingelementary and secondary schools.

e About $60 to $70 million will be available annually for public education financing.

e The account does not change Permanent Fund dividends very much.

e The dividend continues togrow larger, just not quite as large.

Dividend Dividend
Without School With School
Year Account Account Difference
1988 $771.08 $771.08 $0
1989 $ 833.87 $ 828.06 $5.81
1990 $ 882.47 $ 868.84 $ 13.63

The school account provides the first significant step in forward funding for education.
» The proposal provides lasting benefits to Alaska by contributing to stable funding for education.

e The proposal creates a long-term account which can be the recipient of other windfall monies and
additional future deposits. Ifthe annual deposits to the Permanent Fund principal were allocated

1o the school account over the next seven to ten years, the school account earnings would essentially
forward fund Alaska®s public education system.



1988 and 1989 Deposits W ould Establish

School Account in Permanent Fund Principal

1988 & 1989 Deposits
About $700 Million

Slate of Aleda

The Permanent Fund Office of irc Govermor
Division of Rolicy  1/5/83



School Account Proposal Establishes Two Earning Streams

-» School Earnings

Other Earnings:
Dividends; Inflation-Proofing

The Permanent Fund Stale of Alaga

Office of tte Covermor
Division of Policy /A/8



School Account Earnings Available for Education

From 1988 and 1989 Deposits

Fiscal Years

Saurce: Alaska Permanent Fund Corporation Stale of Alaska
Office of tre Covernor
Division of Policy, 1/4/83
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MEMORANDUM

T0: House State Affairs Committee Members

FROM: Representative Fran Ylmer, Chair
ﬁoﬁse%taxe prfarrrs ommittee

SUBJECT: HB sss: “!An . Act ma ng S ecralI a(pfpr rlatlons of

fméjfang rec gttsrets%rve fu fri ncr 0, the publp(errgcngm
,an pro |d|ng for an e

ect |ve date'
DATE: January 21, 1988

Sectrons L, 2 a}p 3 make a ecral appropriation of vY|ndfaII
SRR ey Sty B R o ol
to he Budget Reserve und an h [!’pu%llc SC ooI Eund

Sections 4 anp alpproprrate windfall receipts .received. b¥ th
st te ur|n isca ear 19g9 from tax gro eedin erag)ixéns
43 20

D oductlon pipgline * companies. - nder
corp fate Pt me_ >2\)§ and 9.5 0l Hertles
05 ction tax), 1355 (oil and gas proper 83 B uction

r}e rovisi ns of HE 358 alply %nlyft re enue received after.the
e t|ve ate chf this b ere or 2 above apﬁ]roprlatlons
o not Iu e the s322 mrhon recent récelved by tate as
revenue s aring.

The proposed legislation would accomplish the following:

) Qe s o e Reince gl e ReTA S0
comparabe eposits; an

2) Create a cushion against budget shortfalls.



TABLE « *

HB ropriates various oil and gas windfal] receipts
and%%n%mjg t%x case receipts to theg?ollowmg %un S: P

SETTLEMENTS AND CONCLUSIONS

0.5? 50.0% 19.5% 50.0%  50.0%

I
Public School Fund

v

Permanent Fund Permanent Fund '

Budget Reserve Fund |

*

SOURCE: DOR



S-tATE general fund appropriation

1986 1987 1988
FOUNDATION SUPPORT 475,234.7 386,518.2 384,742.4
fa?,ip c
STATE ADM 103,149 102,212 - m rvfa-
PER PUPIL SUPPORT $4,607 $3,782 $3,766

Reflects 18% decrease In funds
1% decrease In enrollment

Figure 1 PER PUPIL FOUNDATION SUPPORT: FY 1986-88

1986 1987

1988
FISCAL YEAR
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MEMORANDUM

To: resent lve Springer.
% Irm ﬂouse 8om unity and Regional Affairs

ommitiee
From: Representative John Su
Date: April 12, 1988 //

Subj; HB ss: -. forward. f¥nd|ng education, revenue sharing
and municipal assistance

The . gur 0se of House ﬁrll 381 nrlrlsed fo rwarg fund munrcrgal

i o g o sy e sl

eavggehSted durm the last hea rB t e comrgrtteee m%yr

e_appro atr% ounts
anfter thggtarregdgrterlmrﬁ ?l £din 'h 99t flgures

Further the House ChomnFt nrtr}/ e jon A airs, Committee may
Yvrs to %9 st to t inarice, Co mt at those. budget
evels s 8 , personaIIy, do n ve specific
recommen atrons





