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Original s p o n s o r s : Sund and Frank

Fu n d i n g  I n f ormat ion 
General Fund SfjTJTt, 015,400
Other Funds 4 1 , i 77 , 500

T n r , T 9 r ; w

B Y  THE C O M M UNI TY A N D  R E G I O N A L  
IN T H E  H O U S E  AFFAIRS CO MMITTEE

CS F O R  HOUSE BILL NO. 381 (CSFA)

I N  THE L E G I S L A T U R E  OF T H E  STATE O F  A LASKA

F I F T E E N T H  L E G I S T A T U R E  - SECOND SESSION

A  BILL

F o r  an Act entitled: '’An Act m a k i n g  special appropriations for the public

school foundation program, school constr u c t i o n  a c­

count, state revenue sharing program, and m u n i c i p a l  

a ssistance p r o g r a m  for fiscal pear 1 9 9 0 1 an d p r o v i d­

ing for an effective date."

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  STATE O F  ALASKA:

* S e c t i o n  1. The sum of $508,863,400 is appropri ated from the following 

funds in the amount listed to the Departme nt of Education for the p ublic 

3chool found ation p r o g r a m  (AS 14.17) for the fiscal year e ndin g June 30, 

1990:

FU N D  SOURCE A M OUN T

G e n e r a l  Fund $461,684,900

Pu b l i c  School Fund

(AS 37.14.110) 8,830,900

School Fund (AS 43.50.140) 3,500,000

F e d e r a l  R e c e ipts 34,846,600

* Sec. 2. The sum of $109,472,700 Is appr opriated from cho general ftind 

to the Depart m e n t  of E d u c ati on for the school construction a c count (AS 14.-

11.100(c)) for the fiscal year ending June 30, 1990.

* Sec. 3. The sum of $40,773,400 is appro priated from the general, fund 

to the Depar t m e n t  of Comm u n i t y  and Regional Affairs for the state revenue 

sharing p r o g r a m  (AS 29.60.010 - 29.60.300) for the fiscal y e a r  ending 

June 30,1990.

* Sac. 4. T h e  sum of $56,084,400 is app ropriated from the general fund

-1- CSHB 3 8 1 (C&RA)
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to the mun ic i p a l  assist a n c e  fund (AS 29.60.350) for Che m u n i c i p a l  a s s i s­

tance p r o g r a m  (AS 29.60.350 - 29.60.375) for the fiscal year  ending

June 30, 1990.

* Sec. 5. The u n e x p e n d e d  and u n o b l i g a t e d  portion o f  the app ropriations  

m a d e  b y  this A c t  lapse into the fund from v h i c h  the m o n e y  was a p p ropriated 

June 30, 1990.

* Sec. 6. This Act takes effect J u l y  1, 1989.

CSHB 3 8 1 (C&RA)
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Introduced: 1/20/88
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
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1 IN THE HOUSE BY SUND AND FRANK

2 HOUSE BILL NO. 381

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act making special appropriations for the public

7 school foundation program, state revenue sharing

8 program, and municipal assistance program for fiscal

9 year 1990; and providing for an effective date."

10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
SoBjBbZ,HOO

11 * Section 1. The sum of $-42-8 ■, 086 ,500- is appropriated from the following

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

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

14 1990:

15 FUND SOURCE

16 General Fund

17 Public School Fund 0 , 8 3 0 , ^ 0 0

18

AMOUNT

$4»9-r442-;4&e-

(AS 37.14.110) .
■ t L d d  s„w«.ol C** h j . s o .  n o l

"8 7 0 0 0 , 0 0 0  ■
3  , soo, ooc

■2^644 viee- 4,0019 Federal Receipts

20 * Sec. 2. The sum of $40,773,400 is appropriated from the general fund

21 to the Department of Community and Regional Affairs for the state revenue

22 sharing program (AS 29.60.100) for the fiscal year ending June 30,1990.

23 * Sec. 3. The sum of $56,084,400 is appropriated from the general fund

24 to the municipal assistance fund (AS 29.60.350) for the municipal assis-

25 tance program (AS 29.60.350 - 29.60.375) for the fiscal year ending

26 June 30, 1990.

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

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

29 June 30, 1990.

HB0381A ■1- KB 381
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An A c t  m a k i n g  a p p r o p r i a t i o n  t o  t h a  D e p a r t m e n t  o f  E d u c a ­

t i o n  f o r  K -  12 s u p p o r t )  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a t a .

* S a c t i o n  1 .  T h a  sum  o f  $ 5 0 8 , 8 6 2 , 4 0 0  i s  a p p r o p r i a t a d  f r o m  t h e  g e n e r a l  

f u n d  a n d  f r o m  o t h e r  f u n d s  i n  t h a  a m o u n t  l i s t e d  t o  t h e  D e p a r t m e n t  o f  E d u c a ­

t i o n  f o r  t h e  p u r p o s e s  e x p r e s s e d  a n d  a l l o c a t e d  i n  t h e  a m o u n t s  l i s t e d  f o r  

o p e r a t i n g  e x p e n d i t u r e s  f o r  t h e  f i s c a l  y e a r  e n d i n g  J u n e  3 0 ,  1 9 8 9 s

FUND SOURCE 

G e n e r a l  f u n d

P u b l i c  s c h o o l  f u n d  (AS 3 7 . 1 4 . 1 1 0 )  

S c h o o l  f u n d  (AS 4 3 . 5 0 . 1 4 0 )

F e d e r a l  r e c e i p t s  

PURPOSE 

F o u n d a t i o n  p r o g r a m  

S t u d e n t  l u n c h  p r o g r a m  

C i g a r e t t e  t a x  d i s t r i b u t i o n  

T u i t i o n  s t u d e n t s  

B o a r d i n g  hom e g r a n t s  

Y o u t h  i n  d e t e n t i o n  

S c h o o l s  f o r  t h e  h a n d i c a p p e d  

P u p i l  t r a n s p o r t a t i o n  n y

AMOUNT

$ 4 6 1 , 6 8 4 , 9 0 0

8 , 8 3 0 , 9 0 0

3 . 5 0 0 . 0 0 0  

3 4 , 8 4 6 , 6 0 0

ALLOCATION AMOUNT 

$ 4 4 7 , 5 0 0 , 9 0 0  

1 3 , 5 0 0 , 5 0 0

3 . 5 0 0 . 0 0 0  

1 4 , 6 0 9 , 0 0 0

4 5 0 , 0 0 0

1 , 3 0 7 , 7 0 0

2 , 8 7 2 , 6 0 0

,*11,100  ^  2 5 , 1 2 1 , 7 0 0

t o  t h e  D e p a r t m e n t  o f  E d u c a t i o n  f o r  t h e  s c h o o l  c o n s t r u c t i o n  a c c o u n t

- 1 -  HCS CSSB 3 3 0 (HESS)
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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,
(a) 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 amount FY '89 is $446,000,900. The 
Department of Education supports the educational part of this b i l l .

* 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 - 2 - 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) and a
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 discusses forward
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 Ellis - 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.



J O H N  S U N D ,  R E P R E S E N T A T I V E

2504 2n d  Avenue 
Ketchikan, A laska 99901 

(907) 225-5552

While in Juneau  P. O. Box V 
Juneau, A laska 99811 

(907) 465-4919
MEMORANDUM

To : Representative Springer
Chairman, House Community and R egional A ffa ir s  
Committee

From: Representative John Sun
Date: January 2 5 , 1 9 8 8  W
S u b j: Request to  schedule House B i l l  3 8 1  which re la tes  to

forward fund ing  education , revenue sharing and

House B i l l  3 8 1  would appropriate state  funds for m unic ipa l 
ass istance , revenue sharing and education a year e a r lie r  than 
under present practice  thereby he lp in g  m u n ic ip a lit ie s  and 
schools p lan  th e ir  budgets. Communities are now tr y in g  to  
budget for  next year w ithout knowing the amount o f state  
c o n tr ib u tio n s .
Advance no tice  o f funding  can a lle v ia te  much o f the f in a n c ia l 
uncerta in ty  th a t m u n ic ip a lit ie s  and school d is tr ic ts  face 
during th e ir  budget d e lib e ra tio n s  and a s s is t in  s e ttin g  ta x  
ra tes . The Le g is la tu re  passes the budget in  May and the 
Governor f in a liz e s  i t  in  June. That is  a fte r  many 
m u n ic ip a lit ie s  have tr ie d  to  set th e ir  budgets and tax  rates .
House B i l l  3 8 1  would o ffe r  communities p r e d ic ta b ilit y  and 
c e r ta in ty .
Please consider schdu ling  HB 3 8 1  at your e a r lie s t convenience.

m unic ipa l assistance.



l a t u r e

H o u s e

X  P . O .  BOX V
S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 1 1Official Business

MEMORANDUM

TO: Rep. N ^ llo  Koponen, Co-Chair, House HESS Committee 
Rep. Johnny E l i i s ,  Co-Chair, House HESS Committee

FROM: R e p / F ra / ||l{ e r
RE: i /Forward Funding

DATE: January I 9 , 1 9 8 8

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

School boards, lo c a l governments, educators and adm inistrators 
have for many years encouraged the state  to  enact a forward 
funding mechanism for education . I t  is  argued th a t forward 
funding would provide greater s t a b il it y  and p r e d ic ta b ilit y  in  the 
d e live ry  o f education services to  our c h ild re n . The issues 
associated w ith  im plem enting such a proposal have been: 1 ) la c k  
o f funds, and 2 ) agreement as to  the most appropriate funding 
source. I  would l ik e  to  propose a mechanism for forward funding 
th a t could resolve these issues. The attached summarizes th is
proposal.



Forward Funding

Through a c o n s titu tio n a l amendment, I  propose a d iv is io n  of 
permanent fund earnings as fo llo w s : 4 0 % to  d iv id e n d s ; 3 0 % for
in f la t io n  p ro o fin g ; and 3 0 % to  an education fund . Th is  
c o n s titu tio n a l amendment would have a lim ite d  l i f e  o f uhree years 
and would have to  be approved by A la ska 's  voters . A fte r  three 
years, the d is tr ib u t io n  o f earnings would return to  it s  present 
form ula: 5 0 % to  d iv id e n d s ; a va r ia b le  amount to  in f la t io n
p ro o fin g ; any rem aining funds would go to  the earnings reserve 
account.

The proposed change to  4 0 /3 0 / 3 0  would begin  FY 8 9  and end in  
FY 9 1 . Money accumulated in  tbe education fund over th is  time 
period would then be used to  r'^rward fund education beginning 
FY 9 2 . Th is  process is  summarized below:

Education Fund
FY8 9 ..............$ 1 6 8
FY9 0 ..............$ 1 8 4
FY9 1 ..............$ 2 5 4

In te re s t
T o ta l

Cum To ta l Forward Funding

Beginning FY 9 2 , school d is tr ic ts  could begin budgeting for the 
FY 9 3  school year as early  as J u ly  1 , 1 9 9 1  (FY 9 2 ) . I f  the
basic need in  FY 9 2  is  $ 5 0 0  m illio n , the fund balance would be 
approxim ately $ 1 5 0  m illio n . The le g is la tu r e , during the normal 
budgeting c yc le , would r e f i l l  the forward fund. Th is  process 
would continue through subsequent f is c a l years. Note th a t the 
balance in  the forward fund should be greater than the basic 
educational needs for any g iven year. That means i f  s h o r tfa lls  
should occur (e .g . enrollm ent exceeds pro jec tions) s u ff ic ie n t  
revenue to  cover the s h o r tfa ll would be a v a ila b le .



Forward Funding: Effects On Permanent Fund*

Under my forward funding proposal, D iv idends , In f la t io n  
Proofing  and the Permanent Fund balance would be a ffe c te d :

Tab le  1 *

FY 4 0 /3 0 / 3 0  Permanent Fund As Is  D ifference

Permanent Fund Balance
8 9  8 , 9 1 8  9 , 0 5 4  1 3 6
9 0  9 , 4 3 1  9 , 7 6 8  3 3 7
9 1  9 , 9 6 3  1 0 , - 5 4 4  5 8 1
9 2 ** 1 0 , 7 5 6  1 1 , 3 6 8  6 1 2
9 5  1 3 , 3 8 1  1 4 , 0 9 8  7 1 7

Dividends
8 9  $ 8 0 7  $ 8 4 2  $ 3 5
9 0  8 1 6  8 8 9  7 3
9 1  7 6 4  j 8 8 1  1 1 7
9 2 ** 7 5 1  - 8 7 7  1 2 6
9 5  8 0 5  9 4 0  1 3 5

Reserve Account
9 2  6 1 0  5 1 0  1 0
9 9  7 1 2  3 9 6  3 1 6

* Source- House Research (see attached figures)
** Changes back to  current law



As a re s u lt o f lower earnings (less in f la t io n  proofing) the 
Permanent Fund Balance by FY 9 5  would be approxim ately $ 7 1 7  
m illio n  less  than under current law (Table 1 ) .
The annual D iv idend payments decrease in  FY 9 1  and FY 9 2 ; 
beg inn ing  FY 9 3  they continue to  increase. W h ile  the  D ividends 
are less  then current law , House Research p ro je c tio n s  show th a t 
by FY 2 0 0 5  the d ifference  would amount to  $1 0 0 .
W h ile  the Permanent Fund balance and the D iv idend  would be less 
undor my proposal, the Reserve Account balance would be greater 
compared to  current law . For example, in  FY 9 9  the reserve 
balance would be $ 7 1 2  m illio n  under my proposal compared to  $ 3 9 6  
m illio n  under current law - a $ 3 1 6  m illio n  d iffe re n c e . Th is  
resu lts  s ince in f la t io n  proofing  consumes a greater proportion of 
the earnings under the status quo. By FY 2 0 0 5  there would be 
approxim ately $ 3 0 0  m illio n  in  the earnings reserve account 
compared to  zero under current law (see attached House Research 
p r o je c tio n s ) .

C o n s titu tio n a l Amendment

There are several reasons why a c o n s titu tio n a l amendment is  
necessary:

* I t  would provide the opportun ity  for A la ska 's  people to  
decide whether the Permanent Fund earnings should be used 
to  forward fund education ;

* No le g is la tu r e  can b ind  a future le g is la tu r e . Unless the 
mechanism e s ta b lis h in g  the forward fund is  in  the 
c o n s titu tio n  there would be no guarantee beyond the f ir s t  
year o f appropriation  th a t future le g is la tu re s  would 
ded icate a d d it io n a l revenues to  the fund ; and

* A c o n s titu tio n a l amendment would protect the d iv id end  and 
in f la t io n  proofing  w h ile  the fund was being e s ta b lish e d .

My proposal would provide school d is tr ic ts  "forward funding" 
o f education as w e ll creating  a "buffer" since excess revenue in  
the fund would be a v a ila b le  to  o ffs e t unantic ipated  shortages.



House Research P ro jections 
Forvard Funding

FY 89 to FY 91

Column A : F is c a l Year
Columns E and F : Compares f in a l Permanent Fund balance under

4 0 /3 0 / 3 0  and status quo for current f is c a l year.
Column I : In f la t io n  Proofing under 4 0 /3 0 / 3 0

Columns L and M: A t the end o f FY 8 8 , $ 3 2  m illio n  would
remain in  the r e s e n ’  account (K) . The f in a l 
balance for FY 8 9  (M) Is  shown to  be $ 5 6 1  
and is  carried through to  FY 9 2  under the 
assumption i t  is  not appropriated by the 
le g is la tu r e .

Columns M and N: Compa: ,s current law reserve balance w ith
4 0 /3 0 / 3 0  proposal.

Columns S and T : Compares D ividends under 4 0 /3 0 / 3 0  and current
law .

Column U: Shows amount transferred to  forward fund at 
the end o f each f is c a l year beginn ing  FY 8 9 .



"ABLE A--Educatton Tund 
PERMANENT FUND BALANCE. RESERVES AND DIVIOEHO PROJECTIONS

'

(In nllltoni of nominal dollars)

\ of earning to dividends: 50.0%
celling on dividends: none

Inflation proofing priority: 3
Inf. prf. I (If priority:]): 0.0%
l=dlv1donds smoothed: 0*no: 1

preserves to Gen Fund; 0*no: 0
DOR Forecast (30% or 50%): 30%
% of Earnings to Education: 0%
jsSfg ore education; Impost: 0

VOX 91’ f f 30% DOR REVENUE FORECAST. SEPTEMBER I987
FULL INFLATION PROOFING OCCURS IF EARNINGStRESERVES EXClw. VIOENOS 

50% OF EARNINGS (PRIOR TO INFLATION PROOFING) GO TO OIVIOENOS
REMAINING EARNINGS GO IO RESERVES FOR FUTURE INFLATION PROOFING BUT NAY GO TO GENERAL FUND■jot tt-V

A 8 C 0 

FUNO BALANCE

E F

PERU FUNO 
AS IS-

G H I 

jIGPOSITICN of earnings

J K L H

RESERVE ACCOUNT

N

RESERVE
/rrnuur

0 P 0

DIVIDEND fRCGRA*

g S T

oivicen:

U

tc
• To Available AS IS: Available Thwsaris

a) 15:

Iscal Starting Contri­Inflation Final Final Available 7o Inflation For Starting Reserve Final Final Adsin for e( Each PFC -r
Year Balance butions Proofing Balance Balance Earnings Dividends Proofing Reserves Balance Transfer Balance 8a lance Earnings Cost Distribution Creeks Ckeck C ec- Ftn-

•978 0 54 0 54 54 2 0 0 2 0 0 0 0 0 e
ISJ9 54 84 0 139 139 8 0 0 I 0 0 0 0 0 . . 0 __
mo 139 344 0 483 483 32 0 0 32 0 0 0 0 0 . . 3 __
1981 483 1,285 0 1,769 1,769 150 0 0 150 0 59 59 59 Aw . . 0 __
1982 1,769 1,201 0 2,969 2,869 368 482 0 (113) 59 185 244 244 482 3 478 47B.fi ii. tea n.cco
1993 2,969 821 231 4,021 4,021 471 191 231 49 244 110 354 354 191 3 189 435.8 (336 $335
!98< 4,021 666 151 4,839 4,839 530 163 151 215 354 203 558 558 163 3 150 493.1 13:1 >331
1981 4,839 668 235 5,741 5,741 653 218 235 205 556 206 765 765 218 8 211 523.9 14)4 $!Ci
1988 5,741 323 216 6,281 6,281 1,021 304 216 500 765 (765) 0 0 i,4 6 297 533.4 15:5 $555
1937 6,281 1,435 148 7,864 7,864 1,069 394 148 527 0 529 529 - 529 394 IS 378 534.5 1738 $TCe
1988 7.864 230 348 9,442 8,442 810 429 348 32 529 32 561 561 429 16 413 531.2 1178 Jl.J

1939 8,4(2 213 263 8,918 9,054 878 447 263 168 561 0 561 575 417 17 431 533.4 IE37 $842 I6E
1990 8,916 24) 274 3,431 9,763 912 455 274 184 561 0 561 533 455 18 437 535.7 1815 $387 184
1991 9,431 239 293 9,963 10,544 977 430 293 254 561 0 561 510 433 15 411 537.9 1754 1391 254
1892 9.953 237 555 10,756 11,363 1,029 425 555 48 561 48 610 510 425 20 405 540.1 1751 $377 0
1993 10,756 240 599 11,596 12,241 1,110 457 599 54 610 54 664 507 457 21 435 542.2 1905 $940 c
1991 11,596 229 644 12,469 13,149 1,196 509 644 43 664 43 707 502 509 22 487 544.4 1954 $1.04 3
1995 12,469 220 692 13,381 14.098 1,284 567 692 26 707 26 732 493 567 23 544 546.7 1995 Ji.0’5
1996 13,381 214 762 14,357 15,115 1,421 634 762 24 732 24 757 499 634 25 610 548.9 $1,110 $1,157 3
1997 14,357 212 839 15,408 16,209 1,521 686 839 (5) 757 (5) 752 476 686 26 66u 551.1 It.197 $1,243 C
1998 15,408 212 900 16,520 17,368 1,625 740 900 (15) .52 (15) 738 442 740 28 712 553.3 J1.297 11.333 u
1999 16,520 207 963 17,691 18,587 1,734 796 963 (25) 738 (25) 712 396 796 30 767 555.6 $1,383 ('.428 0
2000 17,691 201 1,031 18,923 19,970 1,849 856 1,031 (38) 712 (38) 674 337 856 32 824 557.9 $1,477 $1,527
2001 18,923 195 1,101 20,219 21,221 1,968 913 1,101 (47) 674 (47) 628 268 913 33 880 560.1 $1,570 $1,522 0
2002 20,219 187 . 1,175 21,581 22,641 2,092 973 1,175 (56) 628 (56) 571 1B7 973 36 933 557.4 $1,557 $1,121 0
2003 21,581 170 1,253 23,012 24,133 2,222 1,036 1,253 (67) 571 (67) 504 95 1.036 38 998 56a.7 $1,767 $1,824 0
2004 23,012 176 1,335 24,523 25,698 2,358 1.101 1,336 (79) 504 (79) 425 0 1,101 40- 1,061 567.0 $1,872 $1,9:1 0
2005 24,523 172 l,«22 26,118 27,241 2,SOI 1,170

•ce: Alaska Permanent Fund Corporation October 31, 1987 Financial Statement 
Department of Revenue, Septeiber 1987 Revenue Forecast

- 1,422 (91) 425 (91) 334 0 1,170 43 1.127 559.3 $i.$s: $2.04,7 a

«

«

!3-Jan-86 Prepared by the House Research Agency (86.//*)

t



B ouse of BEprESEntatiUES
COMMITTEE ON HEALTH. EDUCATION 

AND SOCIAL SERVICES

A l a s k a  l & a t e  S c g i a l a t u r E

O F F IC IA L  B U S IN  E S S

POUCH V
JUNEAU. AK 99811

465-3759

MEMORANDUM

TO: Rep. N i i lo  Koponen, Co-Chair, House HESS Committee
Rep. Johnny E l l i s ,  Co-Chair, House HESS Committee

FROM: Jxm Nordlund, House HESS S ta ff
RE: Proposals for  early  and forward funding
DATE: January 1 3 , 1 9 8 8

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

We have received several proposals d e a lin g  w ith  the issue o f 
ear ly  and/or forward funding  for p u b lic  school programs. Each 
o f these proposals attempts e ith e r  to  e s ta b lish  an a d d itio n a l 
funding mrce for educationa l programs or to  provide greater 
c erta in ly  to  school d is t r ic t  budget d e lib e ra tio n s , or a 
com bination o f the two. These two re la te d , yet d is t in c t  
o b jec tives  sometimes get confused in  discussions about 
educationa l fund ing .
Below is  a b r ie f d esc r ip tio n  o f each o f the proposals which is  
to  accompany the d ra ft b i l l  packets provided to  Committee 
members.

1 ) Three months ear ly  —  CSHB 2 5 5  is  the Governor's b i l l  
which is  currently  under consideration by the HESS Committee. 
I f  passed by the le g is la tu r e  and signed by the Governor before 
March 1 5 th , th is  b i l l  would e s ta b lis h  state funding le v e ls  for 
school d is tr ic ts  approxim ately three months e a r lie r  than 
usua l. Th is  type o f ear ly  appropriation  would need to  enacted 
every year in  order to  achieve early  budget c e rta in ty  each 
year.
2 ) One year early  —  Th is  b i l l ,  which w i l l  soon be 
introduced by the Governor, would e s ta b lish  funding le v e ls  
th is  session for FY 9 0 , w ith  a delayed e ffe c tiv e  date . 
C erta in ty  in  funding le v e ls  could not be assured due the 
d if f ic u lt ie s  in  making pro jec tions  one year in  advance.



3 ) One year e a r ly , a d d it io n a l pass through —  Th is  b i l l ,  
which w i l l  soon be introduced by Representative Sund, is  
s im ila r  to  # 2  above except th a t i t  provides for a one year 
early  commitment for  revenue sharing and m unic ipa l assistance 
as w e ll as for the foundation program.
4 ) Ea r ly  dead line  —  SB 2  was introduced by Senator Abood 
and is  currently  under cons ideration  by the HESS Committee. 
Th is  b i l l  would require the le g is la tu r e  to  pass an 
appropriation  for  the foundation program, school debt 
reimbursement and other education programs by March 1 6 th  for 
the succeeding f is c a l year. There is  no pena lty  i f  the 
le g is la tu r e  f a i ls  to  act by th is  d e a d lin e . The b i l l  a lso 
changes the  date from A p r il 1  to  A p r il 1 5  for the borough 
school board to  subm it the fo llo w in g  year's  budget to  the 
borough assembly.
5 a) F u l l  fu n d in g . suspense account —  Th is  proposal would 
e s ta b lis h  an account to  forward fund the school foundation 
program. L e g is la t iv e  appropriations made to  th is  fund would 
be he ld  " in  suspense" and not be d is tr ib u te d  to  the school 
foundation  account u n t i l  a s p e c if ic  year designated in  the 
appropria tion . Presumably, the funds would be suspended for 
the second succeeding f is c a l year, thus creating  a mechanism 
for forward fund ing . The fund could  be b u i lt  up over 
successive f is c a l years to  equal f u l l  fund ing .
5 b) Suspense appropria tion  —  Th is  appropriation  measure 
would be the f ir s t  in s ta llm e n t in  b u ild in g  up the suspense 
account. I t  would appropriate to  the account the p a r t ia l 
settlem ent money recently  received by the State in  the Dinkum 
Sands la w s u it , other than th a t which must go in to  the 
permanent fund .
6 ) F u ll fu n d in g , c o n s titu tio n a l amendment —  Th is  proposal, 
which is  be ing in it ia te d  by Representative Ulmer, would 
provide for  a d iffe r e n t forward fund ing  mechanism. I t  would 
create an education forward fund which would achieve f u l l  
funding through s ix  consecutive year ly  ded ications from 
permanent fund earnings. The proposal c a lls  for a 
c o n s titu tio n a l amendment, and thus a vote o f the peop le , to  
d iv id e  the permanent fund earnings for s ix  years between 
d iv id e n d s , in f la t io n  proofing  and the education forward fund 
at 4 0 %, 3 0 % and 3 0 % re s p e c tive ly .
7 a) B uffer account —  Th is  proposal would create a p u b lic  
school b u ffe r  account which could be tapped by the le g is la tu r e  
i f  e ith e r  the foundation , school debt reimbursement or the 
p u p il transportation  programs were funded at less than f u l l  
funding  in  any f is c a l year. The uncerta in ty  caused by the 
poss ib le  m arginal funding  d ifferences in  these programs each 
year would be re lie ve d  due the existence of th is  account.



7 b) B uffer appropria tion  —  Th is  appropria tion  measure 
would fund the b u ffe r  account w ith  $ 6 0  m illio n  from Dinkum 
Sands settlem ent money. Th is  amount represents the sum o f the 
percentages o f the FY 8 9  f u l l  funding le v e ls  for each o f the 
foundation , school debt and p u p il transporta tion  programs 
which is  equal to  the h is to r ic a lly  greatest s h o r tfa lls  in  each 
o f the programs. Greater c e r ta in ly  could be achieved by th is  
"m arginal" amount w ithout w ithout the costs o f f u l ly  funded, 
forward funding  mechanism. The necessary amount could be 
appropriated in  one year from Dinkum Sands money.
8 ) One-time w in d fa ll —  Th is  appropria tion  b i l l  would 
appropriate the recen tly  received Dinkum Sands settlem ent 
money, other than th a t which must go in to  the permanent fund, 
in to  the foundation program for  disbursement in  FY 9 0 . Th is  
is ,  e f fe c t iv e ly , a one-tim e, p a r t ia l forward funding  proposal.



A L A S K A  S T A T E  L E G I S L A T U R E  

H O U S E  O F  R E P R E S E N T A T I V E S  

R E S E A R C H  A G E N C Y

P.O . Box Y. Stale Capitol 
Juneau, AlasVa 99811-3100 

Mail S lop  3100 
(90?) 463-3991

J an u ary  1 8 ,  1988

MEMORANDUM

T O : R e p r e s e n t a t iv e  Fran  U lm er

A TT N : D e n n is  Burns

FROM: D a v id  T e a l ,  D i r e c t o r

R E : Forward F u n d in g  o f  E d u c a t io n
Research R eq u est  3 8 .10 3

As y o u  k n o w ,  t h e  l e g i s l a t i v e  a p p r o p r ia t i o n  o f  fu n d s  f o r  p r im a r y  and 
s econ d ary  e d u c a t io n  o f t e n  occu rs  l a t e  i n  th e  b u d g e t  c y c le  o f  m u n i c i p a l i t i e s  
charged  w i t h  o p e r a t in g  s .h o o l  s y s te m s . M u n i c i p a l i t i e s  and s c h o o l  d i s t r i c t s  
c la im  t h a t  p r e p a r in g  t f e i r  b u d g e ts  i s  d i f f i c u l t  when t h e  amount o f  money 
t h a t  w i l l  be r e c e iv e d  from t h e  S t a t e - - w h ic h  c o n s t i t u t e s  a m a jo r  p o r t i o n  o f  
t h e i r  o p e r a t io n a l  i u n d s - - i s  u n c e r t a i n .  You asked  f o r  a b r i e f  d i s c u s s io n  o f  
o p t io n s  t h a t  c ou l m i t i g a t e  t h e  u n c e r t a i n t y  o f  s c h o o l  f u n d in g  i n  A l a s k a .  
You were p a r t i c u l  , r l y  i n t e r e s t e d  i n  t h e  c o n c e p t  o f  forw ard  f u n d i n g ,  i . e . ,  
t h e  use o f  a c a jh  r e s e r v e  fu n d  as an in t e r m e d ia t e  s te p  in  t h e  f u n d in g  
p r o c e s s .  The in t e r m e d ia t e  s t e p  w o u ld  a l l o w  e xpenses  d u r in g  t h e  upcom ing  
f i s c a l  y e a r  to  be p a id  from cash  r e s e rve s  w h i l e  c u r r e n t  a p p r o p r i a t i o n s  
w o u ld  be p la c e d  i n  t h e  re s e r ve  fu n d  to  become' t h e  cash t o  be used  a f u l l  
y e a r  in  t h e  f u t u r e .

The forw ard  fu n d in g  c o n c e p t  was d is c u s s e d  by th e  l e g i s l a t u r e  as e a r l y  as 
19 7 9 . Three  fe a t u r e s  make i t  a t t r a c t i v e  t o  v a r io u s  a d v o c a t e s - - i t  can l i m i t  
e x p e n d i t u r e s ,  reduce v o l a t i l i t y ,  and m i t i g a t e  u n c e r t a i n t y .  Each f e a t u r e  i s  
d is c u s s e d  b e lo w .

Forward f u n d in g  can a c t  as an e f f e c t i v e  e x p e n d i t u r e  l i m i t  becau se  th e  
a c c u m u la t io n  o f  th.? cash r e s e r ve s  r e q u ir e d  to  i n i t i a t e  forw ard  f u n d in g  
i m p l i e s  t h a t  e x p e n d i t u r e s  be le s s  th a n  revenues  d u r in g  a t r a n s i t i o n
p e r io d .  T h i s  f e a t u r e  was more a t t r a c t i v e  i n  19 79 --w hen  th e  c o n c e p t  was
b e in g  a p p l i e d  to  the  e n t i r e  S U t e  b u d g e t  and when , u n l i k e  t o d a y ,  s e v e r a l  
ye a rs  o f  h ig h  o i l  p r ic e s  and h ig h  S t a t e  revenu es  were p r e d i c t e d .  In
a d d i t i o n ,  I do n o t  b e l i e v e  t h a t  a d v o c a te s  o f  forw ard  f u n d in g  f o r  e d u c a t io n
in t e n d  t h a t  im p le m e n ta t io n  s h o u ld  reduce f u n d in g  f o r  e d u c a t io n .  Fo r  th e s e
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r e a s o n s ,  I  l i m i t  d i s c u s s io n  o f  t h i s  f e a t u r e  to  p o i n t i n g  o u t  t h a t  c r e a t io n
o f  a cash  r e s e r v e  fu n d  f o r  e d u c a t io n  i s  l i k e l y  t o  reduce  th e  amount o f
money t h a t  can  be a p p r o p r ia t e d  fo r  o th e r  p u r p o s e s .

Forward f u n d in g  can reduce  v o l a t i l i t y  i n  th e  f l o w  o f  fu n d s  a v a i l a b l e  f o r  
e x p e n d i t u r e ,  b u t  o n l y  w i t h  th e  a d d i t i o n  o f  mechanisms to  t r a n s f e r  fu n d s  
from y e a r  t o  y e a r .  W it h o u t  mechanisms t o  smooth th e  f l o w  o f  f u n d s ,  
forw ard  f u n d in g  s im p ly  d e la y s  t h e  im pact  o f  f u n d in g  l e v e l  changes by one  
y e a r .

N.

Forward f u n d in g  can  e l i m i n a t e  u n c e r t a in t y  r e g a r d in g  th e  t o t a l  amount o f  
money a v a i l a b l e  in  a g i v e n  y e a r ,  bu t  does  n o t  address  th e  a l l o c a t i o n  o f
fu n d s  among s c hoo l d i s t r i c t s .  A l l o c a t i o n  i s  a d i r e c t  f u n c t i o n  o f  t h e
number o f  e d u c a t io n  u n i t s  w i t h i n  each d i s t r i c t ,  w h i l e  th e  number o f  u n i t s  
i s  l a r g e l y  d e te r m in e d  by e n r o l lm e n t .

Based on t e s t im o n y  a t  t h e  January  14 House HESS com m ittee  t e le c o n f e r e n c e ,  
th e r e  a pp ears  t o  be some c o n f u s io n  r e g a r d in g  t h e  c o n c e p ts  o f  " forw ard  
f u n d i n g "  a n d  " f u l l  f u n d i n g . "  Forward f u n d in g  and f u l l  f u n d in g  are  
d i s t i n c t  c o n c e p t s ;  " f o r w a r d  f u n d i n g "  r e f e r s  o n l y  t o  t h e  t i m i n g  o f  
a p p r o p r ia t i o n s  w h i l e  " f u l l  f u n d in g "  r e fe r s  t o  t h e  l e v e l  o f  a p p r o p r ia t i o n s ,  
s p e c i f i c a l l y  t o  t h e  s t a t u t o r i l y - s e t  v a lu e  o f  $60,000 per e d u c a t io n  u n i t .

A l t h o u g h  S t a t e  a i d  t o  i n d i v i d u a l  schoo l d i s t r i c t s  i s  based on a fo r m u la ,  
t h e  u s e  o f  f o r w a r d  f u n d i n g  does n o t  g u a r a n te e  f u l l  f u n d in g  o f  th e  
f o r m u l a .  I f  a p p r o p r i a t e d  fu n d s  are., i n s u f f i c i e n t  t o  f u l l y  fu n d  t h e 
f o r m u la ,  a d i s t r i c t  w h ic h  knew th e  t o t a l  amount of~~money to  be a l l o c a t e d  
an3~ had a p e r f e c t  f o r e c a s t  o f  i t s  own e n r o l lm e n t  w ou ld  s t i l l  no t  know t h e  
amount o f  S t a t e  a i d  i t  w ou ld  r e c e iv e  be c au se  each d i s t r i c t ' s  a l l o c a t i o n  
w ou ld  depend  upon e n r o l lm e n t  i n  every  d i s t r i c t s

To th e  e x t e n t  t h a t  s t a t e w id e  e n r o l lm e n t  p r e d i c t i o n s  are used to  d e te r m in e  
th e  l e v e l  o f  a p p r o p r i a t i o n ,  p r e d i c t i n g e n r o l lm e n t  c u r r e n t l y  adds a degree  
o f  u n c e r t a i n t y  t o  t h e  f u n d in g  p r o c e s s T  Forward f u n d in g  c o u ld  in c r e a s e  
b u d g e t  u n c e r t a i n t y  Dy r e q u ir in g  t h a t  e n r o l lm e n t  p r e d i c t i o n s  a p p ly  n o t  to
t h e  upcom ing s c h o o l  y e a r ,  b u t  to  th e  one f o l l o w i n g  i t .

In  summary, forw ard  f u n d in g  o f  t h e  e d u c a t io n  fo r m u la  does n o t  appear  t o  
o f f e r  s c h o o l  d i s t r i c t s  or  m u n i c i p a l i t i e s  ar iv~ Ttg n i  r iu d ) i l~~atfva n ta g e  In  CTTe~ 
b u d g e t i n g  p r o c e s s .  I f ,  h o w e v e r , t h e  c o n c e p t  o t  t u l  1— f U n d lh g  were

" i n s t i t u t e d ,  t h e  p e r c e iv e d  need f o r  forw ard  f u n d i n g  w ou ld  d i m i n i s h .  The  
l e g i s l a t u r e  w ou ld  th e n  have a t a r g e t  a p p r o p r i a t i o n  l e v e l  w h ic h ,  i f  f u l l y
f u n d e d ,  w o u ld  ensu re  t h a t  each d i s t r i c t  r e c e iv e s  a p r e d i c t a b l e  amount o f  
money. O f  c o u r s e ,  each d i s t r i c t ' s  f i n a l  a l l o c a t i o n  w o u ld  be d e te r m in e d  by  
a c t u a l  e n r o l lm e n t , so t h a t  e x a c t  F u n d in g  I eve  Is w ou ld  be unknown u n t i  V
e n r o l lm e n t  c o u n ts  we re av a i l~ab 1 “  ~ ~  —  *
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Forward f u n d in g  a lo n e  w o u ld  n o t  r e s o lv e  b u d g e t in g  problem s because any  
f u n d in g  d e f i c i e n c i e s  n o t  c overed  by a s u p p le m e n ta l  a p p r o p r ia t i o n  w o u ld  
cause  a pro  r a t a  r e d u c t io n  in  a l l o c a t i o n s  t o  schoo l d i s t r i c t s .  Forward  
f u n d in g  m ig h t  p r o v id e  some w a r n in g  t h a t  a sh o r ta g e  w o u ld  o c c u r ,  but  i t  
w o u ld  n o t  p r e v e n t  s h o r ta g e s  from o c c u r r in g .  Shortages  c o u ld  be p r e v e n te d  
b y :  1 )  c o n s i s t e n t l y  o v e r fu n d in g  th e  program ; or  2) u s in g  a second ary  p o o l  
o f  fu n d s  t o  o f f s e t  u n i n t e n t i o n a l  u n d e r f u n d in g .

As an e xa m p le  o f  use o f  a s e c o n d a r y  p o o l  o f  f u n d s ,  assume t h a t  e s t im a t e s  
o f  the  number o f  e d u c a t io n  u n i t s  and a u n i t  v a lu e  o f  $60,000 r e s u l t  i n  a FY  
89 a p p r o p r ia t i o n  o f  $428 m i l l i o n .  I f  a c t u a l  s t a t e w id e  e n r o l lm e n t  exceeds  
p r o j e c t i o n s ,  a b u d g e t  s h o r ta g e  w i l l  oc c u r  i n  every  d i s t r i c t  r e g a r d le s s  o f  
when t h e  a p p r o p r ia t i o n  i s  a p p r o v e d . A secondary  poo l o f  fu n d s  c o u ld  be  
used  t o  o f f s e t  any s h o r t f a l l  o f  a p p r o p r i a t i o n s ,  thus  g u a r a n t e e in g  f u l l  
f u n d in g  i n  FY 89. I n  o r d e r  t o  ensu re  f u l l  f u n d in g  i n  th e  f u t u r e ,  th e  
s e c on d a ry  p o o l  w ou ld  have t o  be d e v is e d  in  a way t h a t :  1 )  p r e v e n ts  unused  
fu n d s  from l a p s i n g  i n t o  th e  G enera l F u n d ;  or  2) r e l i e s  upon a source o f  
f u t u r e  re ve n u e  to  r e p le n is h  t h e  f u n d .  P r o v id in g  fo r  c o n t i n u i t y  may r e q u ir e  
a C o n s t i t u t i o n a l  amendment t o  a l l o w  d e d i c a t i o n  o f  funds  to  e d u c a t io n .  Ip_ 
o rd e r  t o  add c e r t a i n t y  t o  t h e  d i s t r i c t s 7 b u d g e t in g  p r o c e s s , th p  r ip r i ir a H n p  
o f _ r evenue  w o u ld  n o t  have t o  be s u f f i c i e n t  t o  fund~ The~ e7rf ire  f o u n d a t io n  
f o r m u l a . i t  n e e d  be no l a r g e r . - t h a n  an am ount  w h ic h  w o u ld  o f f s e t  
u n i n t e n t i o n a l  u 'ncfe'rappropriati o n . In  e f f e c t ,  th e  secondary poo l o f  fund s  
c o u ld  De r e l i e d  upon to  c o r r e c t  m inor  e r rors  in  p r e d ic t i o n s  o f  t h e  amount 
r e q u ir e d  t o  f u l l y  fu n d  e d u c a t io n ;  t h e  c o n c e p t  o f f e r s  f u l l  f u n d in g  as 
opposed  t o  forw ard  f u n d i n g .

T h e  e x i s t e n c e  o f  a s e c o n d a r y  fu n d  w o u ld  n o t  ensure t h a t  money from t h e  
f u n d  w o u l d  s u p p le m e n t  a n n u a l  a p p r o p r ia t i o n s  t o  e d u c a t io n  r a t h e r  th a n  
r e p l a c e  t h e m .  C o n s t i t u t i o n a l  d e d i c a t i o n  o f  r e v e n u e  s u f f i c i e n t  t o  
c o n s i s t e n t l y  f u l l y  fu n d  th e  e d u c a t io n  fo r m u la  w ould  approach th e  d eg ree  o f  
b u d g e t  c e r t a i n t y  t h a t  s c h oo l d i s t r i c t s  a p p a r e n t ly  s e e k .  Even d e d i c a t i o n  o f  
re ve n u e  t o  e d u c a t io n  c a n n o t  ensu re  t h a t  d i s t r i c t s  w i l l  r e c e iv e  a l e v e l  o f  
f u n d in g  t h a t  can be known e a r l y  i n  t h e i r  b u dget  c y c le s .  F e d e r a l  r u le s  
r e g a r d in g  t h e  e q u a l i z a t i o n  o f  S t a t e  a i d  r e q u ir e  t h a t  a id  per  s t u d e n t  be  
w i t h i n  a f i x e d  r a n g e .  B ecause S t a t e  a id  must be a d ju s t e d  when a c t u a l  
e i ir o l- l .m e a t - is - k n o w n ,- t h e — l e v e 3 - o Q j m . d j . D CL.for any .s c hQQl_d.iS-tr . ic t  c a n n o t  be 
g u a r a n te e d  e a r l y  i n  th e  d i s t r i c t ' s  budget—c y c l e .  ’ ~  '

D i s c u s s io n  o f  V a r io u s  P r o p o s a ls

A J a n u a r y  1 3 ,  19 8 8  memorandum  ( a t t a c h e d )  from Jim N ord lun d  to  th e
c o -c h a irm e n  o f  th e  House HESS com m ittee  d e s c r ib e d  s e v e ra l p r o p o s a ls  f o r
fu n d in g  p u b l i c  e d u c a t io n .  Fo r  th e  purpose  o f  d i s c u s s i o n ,  I  have d i v i d e d  
th e  p r o p o s a ls  i n t o  th r e e  c a t e g o r ie s .

P r o p o s a ls  ( 1 )  through  (4) w o u ld  im p lem ent e a r l y  f u n d in g ,  w h ich  means t h a t  
s c hoo l d i s t r i c t s  w ou ld  know th e  le v e l  o f  s t a t e w id e  a p p r o p r ia t io n  e a r l i e r  in  
t h e i r  b u d g e t  c y c le .  In  t h i s  r e g a r d ,  the  c o n c e p t  is  s i m i l a r  to  forward
f u n d in g ,  w h ic h  w ou ld  be im p lem en ted  by p r o p o s a ls  (5 a ) ,  ( 5 b ) ,  (6) and ( 8 ) .  
The m a jo r  d i f f e r e n c e  between f he c o n c e p ts  i s  t h a t  forward f u n d in g  w o u ld  use  
money a c c u m u la te d  in  one f i s c a l  ye a r  to  fund  e d u c a t io n  in  f u t u r e  y e a r s ,
w h i l e  e a r l y  f u n d in g  does n o t  cross  f i s c a l  y e a r s .  Forward f u n d in g  o f f e r s
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e a r l i e r  w a r n in g  o f  f u n d in g  s h o r ta g e s .  I t  a l s o  r e q u ir e s  t h e  a c c u m u la t io n  o f  
c a s h  r e s e r v e s ,  w h ich  means t h a t  im p le m e n t in g  t h e  c o n c e p t  w o u ld  reduce th e  
am ount o f  fu n d s  a v a i l a b l e  fo r  purposes  o t h e r  th a n  e d u c a t io n .*  N e i t h e r  
c o n c e p t  a d d r e s s e s  t h e  is s u e  o f  f u l l  f u n d i n g ,  i . e . ,  t h e y  o f f e r  no assurance  
t h a t  a v a i l a b l e  fund s  w o u ld  be s u f f i c i e n t  t o  a l l o c a t e  $60,000 p e r  e d u c a t io n  
u n i t .

P r o p o s a ls  (7a)  and (7b) o f f e r  b u f f e r e d  f u n d in g  as a means t o  ensure  f u l l  
f u n d i n g .  T h a t  i s ,  t h e y  w ou ld  c r e a te  a s e c on d a ry  f u n d in g  source  t h a t  w o u ld  
be ta p p e d  i f  a p p r o p r ia t io n s '  were i n s u f f i c i e n t  to  p r o v id e  S t a t e  a id  o f  
$60,000 p e r  e d u c a t io n  u n i t .  As lo n g  as mcney i n  th e  b u f f e r  a cc ou n t  i s  
s u f f i c i e n t  t o  o f f s e t  any f u n d in g  s h o r ta g e s ,  t h i s  c o n c e p t  o f f e r s  f a r  g r e a t e r  
b u d g e t  c e r t a i n t y  t o  schoo l d i s t r i c t s  th a n  s im p le  forw ard  f u n d i n g .  T im in g  
o f  a p p r o p r i a t i o n s  w o . I d  no lo n g e r  be o f  c o n c e r n ;  d i s t r i c t s  w o u ld  know t h a t  
t h e y  w o u ld  r e c e iv e  a f i x e d  amount o f  S t a t e  a id  per  e d u c a t io n  u n i t  i n  each  
and e v e r y  y e a r .  Th e se  b u f f e r  p r o p o s a ls  do r e q u ir e  forw ard  f u n d i n g ,  b u t  
c a s h  r e s e r v e  r e q u ir e m e n ts  are l i m i t e d  t o  t h e  amount r e q u ir e d  t o  cove r  
u n a n t i c i p a t e d  s h o r ta g e s  r a th e r  th a n  t h e  f u l l  amount r e q u ir e d  t o  fu n d  t h e  
f o r m u la .

G o v e r n o r  C o w p e r 's  proposed  e d u c a t io n  endowment o f f e r s  a ty p e  o f  b u f f e r e d  
f u n d i n g .  T h e  endowment p la n  i s  s i m i l a r  t o  p r o p o s a l  (6) i n  t h a t  Permanent  
Fu nd  e a r n in g s  w o u ld  be used as source  o f  fu n d s  f o r  e d u c a t io n .  How ever , t h e  
G o v e r n o r 7s p l a n  w o u ld  use i n t e r e s t  e a r n in g s  from th e  endowment as a 
s e c o n d a r y  s o u r c e  o f  fu n d s  r a th e r  th a n  u s in g  t h e  acc um u la te d  fu n d s  t o  b e g in  
t h e  fo r w a r d  f u n d i n g  p r o c e s s .  T h is  p r o p o s a l  w o u ld  be im p le m e n te d  w i t h o u t  
r e d u c in g  t h e  amount o f  General Funds a v a i l a b l e  f o r  purposes  o t h e r  th a n  
e d u c a t i o n .  As w i t h  o t h e r  b u f fe r e d  f u n d in g  p r o p o s a ls ,  s c h oo l d i s t r i c t s '  
b u d g e t  c e r t a i n t y  w o u ld  be enhanced , b u t  o n l y  i f  t h e  l e g i s l a t u r e ' s  a n n u a l  
a p p r o p r i a t i o n  p lu s  f u n d in g  from t h e  s e c o n d a r y  source  were s u f f i c i e n t  t o  
f u l l y  f u n d  t h e  e d u c a t io n  f o u n d a t io n  f o r m u la .

D e d ic a t e d  f u n d i n g  o f f e r s  t h e - g r e a t e s t  d e g r e e 1 o f  b u d g e t  c e r t a i n t y ,  b u t  
o n l y  i f  t h e  d e d ic a t e d  revenue were s u f f i c i e n t  t o  f u l l y  fu n d  t h e  f o r m u la .  
Any  s h o r ta g e  o f  d e d ic a t e d  revenue w o u ld  c aus e  a d e d ic a t e d  f u n d in g  p la n  t o  
be c o n c e p t u a l l y  i d e n t i c a l  to  th e  G o v e r n o r 's  p r o p o s a l .

* * *

I f  yo u  w is h  t o  d is c u s s  th e  concepts  a d d r e s s ed  i n  t h i s  memorandum, I w o u ld  
be p le a s e d  t o  meet a t  y o u r  c o n v e n ie n c e .

A t ta c h m e n t

P r o p o s a l  (6 )  w o u ld  im p le m e n t  f o r w a r d  f u n d i n g  w i t h o u t  r e d u c in g  
c u r r e n t  e x p e n d i t u r e s .  T h is  w ou ld  be a c c o m p l is h e d  by u s in g  a p o r t i o n  o f  th e  
e a r n in g s  o f  t h e  Perm anent Fund to  c r e a te  a r e s e r v e  fu n d .
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J O H N  S U N D ,  R E P R E S E N T A T I V E

2504  2n d  Avenue 
Ketchikan, A laska 99901 

(907) 225-5552

While in Juneau  
P  O. B ox V 

Juneau, A laska 99811 
(907) 465-4919

MEMORANDUM

To : R epresentative Springer
Chairman, House Community and R eg iona l A ffa ir s  
Committee

From: Representative John Sun
Date: January 2 5 , 1 9 8 8  v/
S u b j: Request to  schedule House B i l l  3 8 1  which re la te s  to

forward fund ing  education , revenue sharing and
m unic ipa l ass istance .

House B i l l  3 8 1  would appropriate s ta te  funds for  m un ic ipa l 
ass istance , revenue sharing and education a year e a r lie r  than 
under present prac tice  thereby h e lp in g  m u n ic ip a lit ie s  and 
schools p lan  th e ir  budgets. Communities are now tr y in g  to  
budget fo r  next year w ithout knowing the amount o f s ta te

Advance n o tice  o f fund ing  can a lle v ia te  much o f the f in a n c ia l 
u ncerta in ty  th a t m u n ic ip a lit ie s  and school d is tr ic ts  face 
during th e ir  budget d e lib e ra tio n s  and a s s is t in  s e tt in g  tax  
ra tes . The Le g is la tu re  passes the budget in  May and the 
Governor f in a liz e s  i t  in  June. That is  a fte r  many 
m u n ic ip a lit ia s  have tr ie d  to  set th e ir  budgets and ta x  ra tes .
House B i l l  3 8 1  would o ffe r  communities p r e d ic ta b ilit y  and 
c e r ta in ty .
Please consider schdu ling  HB 3 8 1  a t your e a r lie s t  convenience.

c o n tr ib u tio n s .



S c h o o l  A c c o u n t  P r o p o s a l

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

• 1988 and 1989 Permanent Fund earnings, after distribution of dividends, will go to the school account.

• Future earnings from the school account will be available for finav.cing elementary and secondary schools.

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

•  T h e  account does not change Permanent Fund dividends very much.

• The dividend continues to grow larger, just not quite as large.

Year

Dividend 
Without School 

Account

Dividend 
With School 
Account Difference

1988
1989
1990

$771.08 
$ 833.87 
$ 882.47

$771.08 
$ 828.06 
$ 868.84

$ 0  
$5.81 

$ 13.63

•  T h e  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.

• The proposal creates a long-term account which can be the recipient of other windfall monies and 
additional future deposits. If the annual deposits to the Permanent Fund principal were allocated 
to the school account over the next seven to ten years, the school account earnings would essentially 
forward fund Alaska's public education system.



)

1 9 8 8  a n d  1 9 8 9  D e p o s i t s  W o u l d  E s t a b l i s h  

S c h o o l  A c c o u n t  i n  P e r m a n e n t  F u n d  P r i n c i p a l

1988 &  1989 Deposits 

About $700 Million

The Permanent Fund
Slate of Alaska
Office of ihc Governor
Division of Policy 1/25/88



S c h o o l  A c c o u n t  P r o p o s a l  E s t a b l i s h e s  T w o  E a r n i n g  S t r e a m s

-► School Earnings

Other Earnings:

Dividends; Inflation-Proofing

The Permanent Fund Stale of Alaska
Office of the Governor
Division of Policy 1/25/88



I

S c h o o l  A c c o u n t  E a r n i n g s  A v a i l a b l e  f o r  E d u c a t i o n

F r o m  1 9 8 8  a n d  1 9 8 9  D e p o s i t s  

8 0 _______________________________________________

Fiscal Years

Source: Alaska Permanent Fund Corporation Stale of Alaska
Office of the Governor
Division of Policy, 1/25/88



A l a s k a  S t a t e  L e g i s l a t u r e

H o u s e

P.O. BOX V 
State Capitol 

Juneau, Alaska 99811

M E M O R A N D U M

TO: House State A ffa ir s  Committee Members
FROM: Representative Fran Ulmer, Chair 

House'Staxe A ffa ir s  Committee
SUBJECT: HB 3 5 8 : ^ !An Act making sp e c ia l appropriations o f 

w in d fa ll rece ip ts  to  the p r in c ip a l o f the permanent 
fund, the budget reserve fund , and to  the p u b lic  school 
fund ; and p ro v id in g  for an e ffe c t iv e  da te ."

DATE: January 2 1 , 1 9 8 8

Sections 1 , 2  and 3  make a sp e c ia l appropriation  o f w in d fa ll
rece ipts received by the state  from the North Slope ro ya lty  case 
and the Dinkum Sands Case to  the p r in c ip a l o f the Permanent Fund, 
to  the Budget Reserve Fund and to  \'.he P u b lic  School Fund.
Sections 4  and 5  appropriate w in d fa ll rece ip ts received by the 
state during f is c a l year 1 9 8 9  from ta x  proceedings aga inst o i l  
and gas production or p ip e lin e  companies under AS 4 3 . 2 0  
(corporate income ta x ) , and AS 4 3 . 5 5  ( o i l  and gas properties 
production ta x ) , and AS 4 3 . 5 5  ( o i l  and gas properties production 
tax) .
The provis ions of HB 3 5 8  apply on ly  to  revenue received a fte r  the 
e ffe c tiv e  date of th is  b i l l .  Therefore th;? above appropriations 
do not inc lude  the $ 3 2 2  m illio n  recen tly  received by the sta te  as 
revenue sharing . \
The proposed le g is la t io n  would accom plish the fo llo w in g :

1 ) Dedicate funds to  the p r in c ip a l o f the Permanent Fund at 
a time when revenue d e c lin e  reduces the lik e lih o o d  o f 
comparable d e p o s its ; and

2 ) Create a cushion aga inst budget s h o r tfa lls .

Official Business



TABLE 1  *
HB 3 5 8  appropriates various o i l  and gas w in d fa ll rece ipts 
and pending tax case rece ipts to the fo llo w in g  funds:

SETTLEMENTS AND CONCLUSIONS

0.5?

I

5 0 . 0 % 4 9 . 5 %

P u b lic  School Fund
v

Permanent Fund

5 0 . 0 %  5 0 . 0 %

Permanent Fund i

Budget Reserve Fund j

*

SOURCE: DOR



S-tATE g e n e r a l  f u n d  a p p r o p r i a t i o n

F O U N D A T I O N  S U P P O R T

S T A T E  A D M

P E R  P U P I L  S U P P O R T

1 9 8 6  1 9 8 7  1 9 8 8

4 7 5 , 2 3 4 . 7  3 8 6 , 5 1 8 . 2  3 8 4 , 7 4 2 . 4

/a? , / (?  C * 
102,212  ---1 0 3 , 1 4 9

$ 4 , 6 0 7 $ 3 , 7 8 2  .

- m rvfra-

$ 3 , 7 6 6

R e f l e c t s  1 8 %  d e c r e a s e  I n  f u n d s

1 %  d e c r e a s e  I n  e n r o l l m e n t

F i g u r e  1 P E R  P U P I L  F O U N D A T I O N  S U P P O R T :  F Y  1 9 8 6 - 8 8

1986 1 9 8 7  

F I S C A L  Y E A R

1988



APR I 2  1988

J O H N  S U N D ,  R E P R E S E N T A T I V E

2504 2n d  Avenue 
Ketchikan, Alaska 99901 

(907) 225-5552

While in Juneau  
P. O. Box V 

Juneau, Alaska 99811 
(907) 465-4919

M E M O R A N D U M

To : Representative Springer
Chairman, House Community and Reg ional A ffa ir s
Committee

From: Representative John Su: 
Date: A p r il 1 2 , 1 9 8 8  //
S u b j: HB 3 8 1  - forward funding education , revenue sharing

and m unic ipa l assistance .

The purpose o f House B i l l  3 8 1  is  to  forward fund m unic ipa l 
ass istance , revenue sharing and education by the amounts 
passed in  the FY 8 9  budget.
As I  suggested during the la s t  hearing , the committee may wish 
to  leave the appropriation  amounts b lank  and send a le t te r  o f 
in te n t th a t the amounts be f i l le d  in  w ith  FY 8 9  budget figures  
a fte r  they are determ ined.
Further, the House Community & Regional A ffa ir s  Committee may 
wish to  suggest to  the Finance Committee what those budget 
le v e ls  should be. I ,  p e rso n a lly , do not have s p e c ific  
recommendations.




