


SENATE FINANCE COMMIT REPORT

DATE: 2/26/90 FURTHER:
DATE TURNED INTO OFFICE: b /g fa

The Finance Committee considered SB 428

"An Act relating to the Alaska marine highway system, 1its funding and
its budget; establishing the Alaska marine highway system fund; and
providing for an effective date."”

and recommended:
same title

[ 1 replace with Cs L1 new title
[/\ or adopt CSs L1 technical
title change
[ 1] attached amendment(s) (HB only)
[ 1 letter of intent adopted
do pass

[ 1 do not pass
[ 1 no recommendation
[ 1 individual recommendations
[ 1 further referral to
ATTACHES NEW FISCAL NOTE(S): APPROVES PREVIOUS:
Dept/Date: Dept/Date:

[ 1 fiscal note(s) [=-] fiscal note(s) TI>r> J-1>5hic
T& 3-\,UO.~\ / r-r m .iio.I'}

[ 1 zero fiscal note(s) [,/ zero fiscal note(s)
Jfrr/jpm-AMuz
Owj " Tress

[ 1 appropriation-no fiscal note

OTHER RECOMMENDATIONS;



STATE OF ALASKA B1Vl Version:0”" sb

1990 LEGISLATIVE SESSION Publish Date: 13 _/?i/90
FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Administration

Ti tle: An Act relating to AMHS, its funding BRU: Finance
and its budget, establishing the AMHS fund
Sponsor: Duncan CompOPantS: Finance
Requestor:

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 9i FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:

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

ANALYSIS: (Attach a separate page if necessary)

No additional appropriation for the Division of Finance is anticipattd to be required. The
only involvement of the Division of Finance is to establish the Alaska Marine Highway System
Fund as an account in the, General Fund. Required reporting and admin,stration of the fund will
be under the control of the Alaska Marine Highway System.

Prepared by: Keith Busch Phone: *»65-22«*0
Division: Finance Date:

Approved by Commissioner: Frank S. Baxter
Agency: Department of Administration

Distribution (by preparer):

Legislative Finance Changes in

Legislative Sponsor have no fiscalimpact.

Requestor This fiscal note is

Office of Management jnd Budget armrooriate.

Impacted Agency(ies) Page _j__ of

1/3K3/021603-0/1&2
Dow 11/00



STATE OF ALASKA BILL VERSION:” SB4286T"p)(b)

1990 LEGISLATIVE SESSION PUBLISH DATE: 2/27~/90

REQUEST: FISCAL NOTE

Revision Date: ) ) Agﬂ'ﬁym DOTSPF

Title: ,‘i,”m rdalgmﬂEAladeNmre BRU  AadaMrireHgway
0E: Rren Gonporents |
Selsiog Dutan is
EXPENDITURES/REVENUES. anddioun)

CPERATING FY 91 FY92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTURAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0
RAVBEN.E 0 0 0 0 0 0
FUNDING.: fTlioimnd* of Pollan)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0
PART-TIME 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS:
Regaedby. W KathGarden, _ Boe 4530
Dvson ™ DeputyGommissioer, Qerdtiars |, A 9 Dt Feh 4190
Approved by Commissioner Mark S. Hickey ik 0
Agency: Department of Transportation and Public Facilities c S Dal a/W q
Oidtribution (by peasE)

Legislative Finance "

Legislative Sponsor Changes in [

Requestor have n0 fiscal 1impact.

Office of Management and Budget This fiscal note 1is £E71

ImpactedAgency(ies) appropriate. . jelof2



BILL ANALYSIS
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STATE OP ALASKA Bill VersionCS SB 428 (c)

1990 LEGISLATIVE SESSION Publish Date: 2/26/90
FISCAL NOTE

R
Revision Date: Agency Affected: Marine Highway System Fund
Title: Relating to the Alaska Marine BRU: _
Highway Systenm
Sponsor: Duncan Components:.

Requestor: Senate Transportation

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 FY 91 1FY 92 1FY 93 1FY 94 1FY 95 1FY 96
OPERATING 1 | | | | 1
PERSONAL SERVICES 1 o] 1 0 1 0] 1 0 1 0 1 o]
TRAVEL 1 o 1 0 1 0 1 0 1 0 1 0
CONTRACTUAL 1 o 1 0] 1 0 1 0] 1 0 i 0
SUPPLIES 1 0 1 0 1 0 1 0 1 0 i o]
EQUIPMENT 1 0 1 0 1 0 1 0 1 0 i 0
LANDS & STRUCTURES ! o 1 0] 1 0 1 0 1 0 1 0
GRANTS, CLAIMS 1 0 1 0 1 0 1 0 1 0 1 0
MISCELLANEOUS 1 o] 1 0 ] 0 1 0 1 0 i 0
TOTAL OPERATING 1 o] 1 0 1 0 1 0 1 0 1 0
CAPITAL I |

L REVENUE 37110.7 | 38756.4

FUNDING: (Thousands of Dollars)
GENERAL FUND | (37110.7)](38756.4)] 0 0 0] | 0]
FEDERAL FUNDS | 0 | 0 | 0 0 0 1 0]
OTHER | 0 | 0 | O 0 0 1 0
TOTAL [ (37110.7)](38756.4) | 0 0 0] | 0

POSITIONS:

| FULL-TIME 0 0 0 0 0 0

j PART-TIME 0 0 0 0 0 0

1 TEMPORARY 0 0 0 I 0 0 | 0

ANALYSIS: FY 90 fiscal effect is zero. Thé& figures reflect projected total ferry
system revenues which would be deposited in the Alaska Marine Highway System Fund, and
subsequently available for appropriation, as estimated by DOTPF/Marine Highway System.

Prepared By: Milt Barker Phone: 465-2350
Division: Treasury Date: February 15. 1990 _
Approved by commissioner” Date:

Agency: Department ofr”evenu

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page 1 of 1



STATE OF ALASKA Bill Version:*SB 428/)(a)

1990 LEGISLATIVE SESSION Publish Date: 2/2#/90
FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Department of Revenue

Title: Alaska Marine Highway System. BRU: Treasury

its funding, and budget

Sponsor: Duncan Components:

Requestor: Senate Transportation

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1FY 91 1FY 92 1FY 93 1FY 94 1FY 95 1FY 9
1 OPERATING 1 i 1 1 1 1
J PERSONAL SERVICES 1 0 i 0 1 0 1 0 1 0 0
j TRAVEL 1 0 1 0 1 0 1 0 1 0 i 0
| CONTRACTUAL 1 0 1 0 1 0 1 0 1 0 I 0
| SUPPLIES 1 0 1 0 1 0 | 0 1 0 1 Q
| EQUIPMENT 1 0 1 0 1 0 ! 0 1 0 1 0
| LANDS S STRUCTURES 1 0 1 0 1 0 1 0 1 0 1 0
| GRANTS, CLAIMS 1 0 1 0 1 0 1 0 1 0 1 0
1 MISCELLANEOUS 1 0 1 0 ! 0 1 0 i 0 1 0
1 TOTAL OPERATING 1 0 1 0 1 0 1 0 1 0 1 0
1 CAPITAL 1 0 1 0 1 0 I 0 | 0 1 0
1 REVENUE 1 0 1 0 1 0 1 0 1 0 1 )
FUNDING: (Thousands of Dollars)
| GENERAL FUND 1 0 | 0 1 0 1 0 1 0 1 0
| FEDERAL FUNDS 1 0 | 0 i 0 1 0 ! 0 1 0
j OTHER | 0 1 0 1 0 1 0 | 0 1 0
1 TOTAL 1 o 1 0 1 0 1 0o 1 0 1 0
POSITIONS:
| FULL-TIME 1 0 1 0 1 0 1 0 1 0 1 0
| PART-TIME 1 0 ! 0 i 0 1 0 1 0 ! 0
1 TEMPORARY 1 0 1 0 1 0 1 0 1 0 1 0
ANALYSIS: attach a separate page for analysis.
Fiscal year 1990 effect is zero.
Prepared By: Milt Barker ffi Phone: 465-2350
Division: Treasury / Date: February 157-1990
Agency: Department of Revenue // f L®
Distribution (by preparer): !

Legislative Finance ) Changes in c.5 fife (tv*)

Legislative Sponsor have no fiscal impact.

Requestor This Ffiscal note is CM.

Office of Management and Budget annrooriate.

Impacted Agency(ies) page 1 of 1



Referred: Finance

Original sponsor(s): SEN. DUNCAN, Jones

1IN THE SENATE BY THE TRANSPORTATION COMMITTEE
2 CS FOR SENATE BILL NO. 428 (Transportation)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the Alaska marine highway system,
1 its funding and its budget; establishing the Alaska
8 marine highway system fund; and providing for an
9 effective date."

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

11 * Section 1. AS 19.65 is amended by adding new sections to read:

12 ARTICLE 2. ALASKA MARINE HIGHWAY SYSTEM FUND AND BUDGET.

13 Sec. 19.65.050. LEGISLATIVE FINDINGS, PURPOSE, AND INTENT. (a)
14 The legislature finds that

15 (1) the Alaska marine highway system is an essential part
16 of the state transportation system, and that it warrants continued and
17 predictable state support;

18 (2) many communities' economies are dependent on a steady
19 and stable marine highway system service level,

20 (3) the state's tourism industry is greatly enhanced by a
21 dependable marine highway transportation network; and

22 (4) efficient and prudent management of the system will
23 benefit the state's economy and foster economic development.

24 (b) It is the purpose of AS 19.65.050 - 19.65.100 to

25 (1) enable the Alaska marine highway system to manage and
26 operate in a manner that will enhance performance and accountability
21 by allowing the system to account for and spend its generated revenue;
28 (2) provide the management tools necessary to efficiently
29 operate the Alaska marine highway system;

SB0428b - CSSB 428(Trsp)



(3) within constitutional constraints, provide for a pre-
dictable funding base for system operations; and

(4) provide for predictability and stability in the service
level furnished to communities served by the system.

(c) It is the intent of AS 19.65.050 - 19.65.100 to

(1) encourage prudent administration through cost manage-
ment and accurate budgeting by managers of the Alaska marine highway
system;

(2) increase revenue f'om the operation of the system
consistent with the public interest, increase service consistent with
sound fiscal policy, and assist the prudent management and operation
of the system;

(3) achieve stability in the level of service communities
can anticipate through accurate planning and scheduling; and

(4) provide a system that anticipates a predictable funding
base of appropriations of at least $31,000,000 each year from the
general fund, in addition to gross revenue.

Sec. 19.65.060. ALASKA MARINE HIGHWAY SYSTEM FUND. (a) There
iscreated, as a special account in the general fund, the Alaska
marine highway system fund, into which shall be deposited

(1) the gross revenue of the Alaska marine highway system;

(2) money that is appropriated to the Alaska marine highway
system fund by the legislature in an amount that is consistent from
year to year and is the amount necessary, after consideration of gross
revenue, to provide stable services to the public consistent with the
provisions of AS 19.65.050(b)(4), which appropriations are not one-
year appropriations and the balances of which do not lapse under
AS 37.25.010; and

(3) any other money that is appropriated to the Alaska

CSSB 428(Trsp) -2- SB0428b



marine highway system fund by the legislature, which appropriations
are not one-year appropriations and the balances of which do not lapse
under AS 37.25.010.

(b) Nothing in this chapter exempts money deposited into the
Alaska marine highway system fund from the requirements of AS 37.07
(Executive Budget Act) or dedicates that money for a specific purpose.

Sec. 19.65.070. REVENUE ACCOUNTING.  (a) The Alaska marine
highway system shall account for and remit to the Department of Reve-
nue in accordance with AS 37.10.050 all gross revenue generated from
the operation of the Alaska marine highway system during each annual
operating cycle. The money shall then be deposited in the Alaska
marine highway system fund.

(b)  The Alaskamarine highway system shall submit a written
report to thelegislature, no later than the 10th day of each regular
legislative session, regarding the previous annual operating cycle.
The report must identify

(1) gross revenue generated durj'ng the previous annual
operating cycle;

(2) gross revenue generated during the current annual
operating cycle and an estimate of gross revenue for the remainder of
the current annual operating cycle;

(3) projections of the gross revenue to be generated during
the next annual operating cycle; and

(4) the difference between previous gross revenue estimates
prepared under this section and the revenues actually generated.

Sec. 19.65.080.  ANNUAL APPROPRIATION. (@) Commencing with
appropriations for the fiscal year that begins July 1, 1991, on an
annual basis and under AS 37.07 (Executive Budget Act), the legis-
lature may appropriate amounts from the Alaska marine highway system

SB0428b -3- CSSB 428(Trsp)



fund to the Alaska marine highway system.

(b) The Department of Transportation and Public Facilities may
request the legislature to appropriate money from the Alaska marine
highway system fund to the marine highway system for capital improve-
ments, if

(1) the appropriation under (a) of this section has been
made;

(2) the amount in the fund, without regard to the appro-
priation under (a) of this section, exceeds the total of gross revenue
deposited in the fund and the general fund appropriations under
AS 19.65.060(a)(2) by 10 percent; and

(3) the amount requested for appropriation under this
subsection does not exceed 50 percent of the balance remaining after
the appropriation for annual management and operations is made under
(a) of this section.

(c) The unexpended and unobligated balance of money appropriated
from the Alaska marine highway system fund lapses into the Alaska
marine highway system fund at the end of the fiscal year for which it
was appropriated.

Sec. 19.65.100. DEFINITIONS. In AS 19.65.050 - 19.65.100,

(1) "annual operating cycle” means the annual state fiscal
year beginning on July 1 and ending at midnight on the following June
30;

(2) "gross revenue" means all money, except money refunded
to ticket holders and others for unused services, that is generated
from the operation of the Alaska marine highway system, including that
derived from vessel operations and uses of Alaska marine highway
system facilities.

* Sec. 2. This Act takes effect July 1, 1990.

CSSB 428(Trsp) -4- SB0428b
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COMMITTEES:
Finance
Vice Chair -
Health Education

P.O. BOX V Juneau,A laska 99811'3100 &Social Services

Budgeta Audit

(907)465'4766 Banking a

Economic
Development

Senator Jim D uncan

Senator Rick Uehling
Co-Chair
Senate Finance Committee

From: Senator”™ im-buncan
Regards: Hearing for Senate Bill 428
Date : February 28, 1990

I WOULD APPRECIATE THE EARLIEST POSSIBLE HEARING FOR SENATE BILL
428 WHICH ESTABLISHES THE ALASKA MARINE HIGHWAY SYSTEM FUND.

SB 428 AS SPONSORED BY ME WAS IDENTICAL TO HOUSE BILL 439
INTRODUCED JANUARY 24 AT THE REQUEST OF THE GOVERNOR. THE SENATE
Transportation Committee made two minor amendments. It is
IMPERATIVE THIS BILL BE ACTED UPON THIS SESSION BY THE ENTIRE
Legislature. It is my hope concurrent action by the House and
Senate will ensure timely consideration of this measure. The
INTENT IS TO ALLOW THE SYSTEM TO USE THE REVENUES IT GENERATES SO
IT CAN PROVIDE SERVICE IN A CONSISTENT AND ENHANCED FASHION.

I HAVE ATTACHED A PACKET OF INFORMATION ON THIS PROPOSAL PROVIDED
by the Administration. It includes a copy of the Governor"s
TRANSMITTAL LETTER TO THE HOUSE OF REPRESENTATIVES WHICH OUTLINES
HB 439 IN DETAIL. As POINTED OUT IN THEGOVERNOR®S

COMMUNICATION, THE BILL DOES NOT VIOLATE CONSTITUTIONAL

PROVISIONS RELATED TO THE PROHIBITION OFDEDICATED FUNDS. THE
PROPOSED FUND IS SUBJECT TO ANNUAL APPROPRIATION BY THE
Legislature. The bill establishes a special account in the
GENERAL FUND FOR FISCAL YEAR 1991 WHICH WwWOULD BE AVAILABLE FOR
use by the Alaska Marine Highway System in Fiscal Year 1992.

I HAVE ALSO ATTACHED ZERO FISCAL NOTES FROM THE DEPARTMENTS OF
Transportation and Public Facilities, Revenue and Administration.
The Department of Transportation and Public Facilities”™ fiscal
NOTE INCLUDES A BILL ANALYSIS. An ADDITIONAL FISCAL NOTc from
the Department of Revenue projects the amount of program receipts

FOR DEPOSIT TO THE FUND.

I APPRECIATE YOUR CONSIDERATION OF THIS REQUEST. BILL

D istrictC






State of Alaska
arncc or thc oovcrnor
J CXSAO

January 24, 1990

The Honorable Sam Cotten
Speaker of the House
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. 1nl, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the
Alaska marine highway system. The bill addresses concerns

that all Alaskans share regarding the importance of the
ferry system in the state"s commerce, the efficient use of
the system®"s resources, and the ability cf the system to
provide stable or enhanced service to the public.

The Alaska marine highway system has been an administrative
unit of the Department of Transportation and Public

Facilities since the department®s creation 1in 1977. Before
1977, the marine highway system was a division of the
Department of Public Works. However, throughout the
system®"s more than 25 years of 1life, there have not been

specific statutory provisions that set out the expectations
that the Jlegislative and executive branches of government,
as well as the public, have for the system nor that set out
clear goals for the system. One purpose of the attached
bill is to address these concerns.

In proposed AS 19.65.050(a) are Jlegislative Tfindings that
the marine highway system 1is a vital 1link in the state"s
economic well being, requiring consistent levels of fTunding
and prudent management. The purpose of the bill 1is set out
in proposed AS 19.65.050(b). Under this bill, managers and
employees of the system will be provided an incentive and
mechanism to manage the system efficiently by allowing it

to effectively wuse 1its operating revenue, although that
revenue 1iIs, under other sections of the bill, subject to
annual appropriation, ,and the bill does not violate the
Alaska Constitution®s art. 1X, sec. 7, prohibition of
"dedicated funds.” Furthermore, the legislature recognizes
the need for consistent levels of funding, within
constitutional limits, to allow predictable levels of
service. The legislative iIntent Tor the marine highway

system operations 1is set out 1in proposed AS 19.65.050(c).



The system % managers are expected to accurately plan,
schedule, and budget for the operations of the ferry
system. The specific goals stated for the system, among
others, are to increase revenue consistent with the public
interest and to stabilize levels of service to the
communities the system serves.

Proposed AS 19.65.060 creates the Alaska marine highway
system fund as a special account in the general fund. The
new "fund" 1is to be the repository of all operating revenue
that the system generates, consistent annual general fund

appropriations for operations, and whatever additional
appropriations the legislature might make to the fund. All
money in thi3 fund is subject to annual appropriation. It

is not a dedicated fund.

Proposed AS 19.65.070 requires depositing all Alaska marine
highway system revenue into the Alaska marine highway

system fund. The system managers are also required (1) to
report to the legislature all revenue generated during the
previous fiscal year, (2) to report the revenue actually

generated during the current fiscal year and estimate the
revenue that will be generated during the remainder of the
current fiscal year, A) to estimate revenue to be
generated during the succeeding fiscal year, and @4) to
state the amount of the difference between previous revenue
projections and revenue actually generated.

In proposed AS 19.65.080, an annual appropriation mechanism
is created for the marine highway system. Under this
section, commencing in Ffiscal year 1992, it is anticipated
that the legislature will appropriate money from the Alaska
marine highway systenm fund for the system™s annual

operations. Furthermore, the bill acknowledges that the
legislature ha3 the discretion to appropriate additional
money to the system fund (i.e., the special account in the

general Tfund) from the general fund.

This legislation represents a sharp departure from the
past. Previously, there has been no articulated role for
the marine highway system, and no expression either of
commitment by the legislature to maintain service at an
adequate level, nor of the need to hold the system™s
management accountable for decisions that result in what
the public perceives as a decline in the level of service.

With this bill, I *intend to provide Alaskans with
transportation benefits by creating a mechanism tnat
establishes a predictable funding base and allows or
encourages management to generate cost savings and 1iIncrease
revenue performance from the operation of the system, with
the Alaskan users of the system receiving the direct
benefit from those actions. By developing a business



approach, and establishing accountability in a way that is
constitutionally valid, we provide management, employees,
and users with necessary tools to respond to immediate and
long-term challenges facing the Alaska marine highway
system. I believe that the ultimate result of the passage
of this bill will be a consistent level of funding from the
general fund, and consistent and improved levels of service
to the public. I therefore u " this bill.

8§teve Cowper
Governor



NOW

AMHS REVENUES
$35.0 million

GENERAL FUND

APPROPRIATION
TO AMHS

$66.0 MILLION

DRAFT BEXAMPLE
HOUSE BILL 439

FYol

AMHS REVENUES
$37.1 million

AMHS
FUND

GENERAL FUND

APPROPRIATION
TO AMHS
$67.0 MILLION

FY92

AMHS REVENUES
$37.6 million

T « _ $31.0
1 AMHS million

r — » FUND

GENERAL FUND

APPROPRIATION
I TO AMHS
(lapse $67.5 MILLION
to
fund)



DRAFT  EXAMPLE

HOUSE BILL 439
SENATE BILL 428

AVHS FUND

100% OPERATING
LEVEL
Sec. 19.65.080(b) Available for AN"B overhaul or other ship needs

Reserved for Emergencies/Supplemental Appropriations
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OFFICE OF THE GOVERNOR
JC.VEAC

January 24, 1990

The Honorable Sam Cotten
Speaker of the House
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the
Alaska marine highway sys ;em. The bill addresses concerns

that all Alaskans share regarding the importance of the
ferry system in the state"s commerce, the efficient use of
the system®"s resources, and the ability of the system to
provide stable or enhanced service to the public.

The Alaska marine highway system has been an administrative
unit of the Department of Transportation and Public

Facilities since the department®s creation in 1977. Before
1977, the marine highway system was a division of the
Department of Public Works. However, throughout the

system®™s more than 25 years of life, there have not been
specific statutory provisions that set out the expectations
that the legislative and executive branches of government,
as well as the public, have for the system nor that set out
clear goals for the system. One purpose of the attached
bill iIs to address these concerns.

In proposed AS 19.65.050(a) are legislative findings that
the marine highway system 1is a vital 1link in the state"s

economic well being, requiring consistent levels of funding
and prudent management. The purpose of the bill 1is set out
in proposed AS 19.65.050(b). Under this bill, managers and

employees of the system will be provided an incentive and
mechanism to manage the system efficiently by allowing it

to effectively use its operating revenue, although that
revenue 1S, under other sections of the bill, subject to
annual appropriation, Mand the bill does not violate the
Alaska Constitution™s art. 1X, sec. 7, prohibition of
"dedicated funds." Furthermore, the 1legislature recognizes
the need for consistent levels of funding, within
constitutional limits, to allow predictable levels of
service. The legislative intent for the marine highway

system operations 1is set out 1in proposed AS 19.65.050(c).
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The Honorable Sam Cotten Paae 2

The system®s managers are expected to accurately plan,
schedule, and budget for the operations of the ferry
system. The specific goals stated for the system, among
others, are to iIncrease revenue consistent with the public
interest and to stabilize levels of service to the
communities the system serves.

Proposed AS 19. 65.060 creates the Alaska marine highway
system fund as a special account in the general fund. The
new "fund"™ 1is to be the repository of all operating revenue
that the system generates, consistent annual general fund
appropriations for operations, and whatever additional
appropriations the legislature might make to the fund. All
money in this Tfund is subject to annual appropriation. It
is not a dedicated fund.

Proposed AS 19.65.070 requires depositing all Alaska marine
highway system revenue into the Alaska marine highway

system Tfund. The system managers are also required (@) to
report to the legislature all revenue generated during the
previous Tfiscal year, (2) to report the revenue actually

generated during the current fiscal year and estimate the
revenue that will be generated during the remainder of the
current fiscal year, A) to estimate revenue to be
generated during the succeeding fiscal year, and @) to
state the amount of the difference between previous revenue
projections and revenue actually generated.

In proposed AS 19.65.080, an annual appropriation mechanism
is created for the marine highway system. Under this
section, commencing in Tfiscal year 1992, it is anticipated
that the legislature will appropriate money from the Alaska
marine highway system fund for the system”"s annual

operations. Furthermore, the bill acknowledges that the
legislature has the discretion to appropriate additional
money to the system fund (i.e., the s;.ecial account in the

general fund) from the general fund.

This legislation represents a sharp departure from the
past. Previously, there has been no articulated role for
the marine highway system, and no expression either of
commitment by the legislature to maintain service at an
adequate level, nor of the need to hold the system™s
management accountable for decisions that result in what
the public perceives as a decline in the level of service.

With this bill, I » intend to provide Alaskans with
transportation benefits by creating a mechanism that
establishes a predictable funding base and allows or
encourages management to generate cost savings and increase
revenue performance from the operation of the system, with
the Alaskan users of the system receiving the direct
benefit from those actions. By developing a business
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approach, and establishing accountability in a way that 1is
constitutionally valid, we provide management, employees,
and users with necessary tools to respond to immediate and
long-term challenges facing the Alaska marine highway
system. I believe that the ultimate result of the passage
of this bill will be a consistent level of funding from the
general fund, and consistent and improved levels of service
to the public. I therefore ur~xthe passage of this bill.

(A .7

Steve Cowper
Governor





