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FYOO O perating Budget - FrontSection Analysis

Alaska Housing Finance Corporation

Sec: 'J Governor Total GF: 0.0 Tefal Non GF: 36. 10.0

AHFC Rcpts 38,600.0

Subsection (m) transfers the unexpended and unobligated amount of AHFC unrestricted revenue available for
appropriation, by the direction ofthe AHFC board, to the Alaska Debt Retirement Fund for (1) the fiscal year ending June
30,1999; and (2) the fiscal year ending June 30,2000. This differs from previous years where the balance was transferred

to the general fund.
Chapter 117, SLA 96 transferred S50 million

Chapter 98, SLA 97 transferred S70 million
Chapter 137, SLA 98 is proposed to transfix S24.0 million unless subsection (a) transfers the balance to the Alaska Debt

Retirement Fund as proposed. FYOOwould transfix SI 4.6 million to the general fund. See section 39 of this analysis.
Subsection (b) appropriates earnings related to the AHFC (loan interest payments, mortgage loan commitment fees, and
income earned on assets of the corporation) to the AHFC as corporate receipts. The receipts are then allocated to the AHFC
revolving fund, housing assistance loan fund, and senior housing revolving fund in accordance with procedures adopted by
the AHFC board of directors.

Subsection (c) identifies the amount o f corporate receipts within the revolving loan fund to be used by the AHFC for
bousing loan programs not subsidized by AHFC corporate receipts = S472 million and bousing loan programs and projects
subsidized by AHFC corporate receipts derived from arbitrage earnings = SSO million This language is the same in
Chapter 117, SLA 96, Chapter 98, SLA 97, and Chapter 137, SLA 98.

Alaska Permanent Fund Corpw.'ation

Sec: 2 Governor Total GF: 0.0 Total Non GF: 1,252,500.0

PFund Rcpt 1,252,500.0

Subjection (*) appropriates from the Permanent Fund Earnings Reserve Account funds necessary for the dividend program
and other uses. $975 million (from the November 1998 financial projections of the PFC).
0473

Correction* 1,047.
Health*nd Social Service* 186339
Public Safety 252

Revenue 4831)
o Sub Total 27327
Dividend (Cctooer 2000) A7TATT3
Total 9740000

Subsection (b) appropriates the amount needed for inflation-proo.*'ng from the earnings reserve account to the principal of

(he permanent fund. $305.0 million
Subsection (c) appropriates 25% or 50% of mineral lease rentals, royalties, royalty sales, etc., to the principal of the

permanent fund.
Subsection (d) appropriates any interest earned in FYOO from mineral lease rentals, royalties, royalty sales, etc., while the

revenue is held in trust, escrow, or otherwise before received by the stale to the principal of the permanent fund.

Alaska Public Utilities Commission
Sec: 3 Governor Total GF: 00 Total Non GF: 400.0

APUC Rcepts 400.0
Reappropriatcs the June 30, 1999 balance of APUC receipts to the Alaska Public Utilities Commission for FYOO
expenditures. The FY98 and FY99 carryforward amounts were $444.7 and $436.2 respectively. FYOO estimate is $400.0.
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FYOO Oper. [/ig Budget - FrontSection Analysis

Alaska Science and Technology Foundation - Reappropriation
Sec: 4 Governor Total GF: 0.0 Total Non GF: 9,539.8

Sci/Tech 9,539.8

Reappiopriates the June 30, 1999 balance in the Alaska science and technology endowment earnings reserve to the Alidca
Science and Technology Foundation to award as grants under AS 37.17.030(d) for FYOO. The FY98 and FY 99
carryforward amounts were $17,319.0 and $13,505.0 respectively. FYtO estimate ie $9,539.8.

Alaska Seafood Marketing Institute - Reappropriation
Sec: 5 Governor

Reappropriates the June 30,1999 balance of FY 99 general fund receipts from the salmon marketing tax (AS 43.76.110)
from the seafood marketing assessment (AS 16.51.120) for FYOO ASMI expenditures. The FY98 a'. FY52 carryforward

amounts were $200.0 and $0 respectively. FYOO amount unknown

Budget Reduction Requiring Legislation - Longevity Bonus Eligibility

Sec: 6 Governor Total GF: -8,000.0 Total Non GF: 0.0

Gen Fund -8,000.0

Longevity Bonus Giant Program. Iflegislation introduced by the Governor (HB55 and SB40) to place income limits on
longevity bonus eligibility were approved by the legislature, operating ~jpropriations would be reduced by:

Longevity Bonus Grants . . 56,000.0
Old Age Assistance ALBbold hirmlexj E52,ooo.03

Constitutional Budget Reserve Fund

Sec: 7 Governor Total GF: 0.0 Total Non GF: 0.0

CBR Fund

Subsection (a) provides for the General Fund sub accounts to be repaid by the CBR and excludes pure GF (the sweep

reversal language). Estimated at $95,000.0.

Subsection (b) would allow the state to cover any shortfall in unrestricted revenue available for appropriation in FYOO
from the CBR per Article DC, section 17. The amount of the GF revenues and appjopriatiocs would be appropriated to the
general fund from the CBR (balancing language).

Subsection (c) stipulates that appropriations marie by (a) and (b) of this section are made under Article X, section 17(c).
(Approved by an affirmative vote of at least three-fourths of the members of each house of the legislature.)
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FYOO Operating Budget - Front Section Analysts

Disaster Relief
Sec: 6 Governor Total GF: 0.0 Total Non GF: 9,000.0

Dis Relief 9,000.0

Appropriates fedjal receipts received for disaster reliefto the disaster relief fund (AS 26.23.300). $9,000.0 has been
included in Federal Funds in the r)epartmeDt of Military and Veterans Affairs in the back section of this bill.

Federal and Other Program Receipts
Sec: 9 Governor

Subjection (a) standard language that provides for additional funding authority far federal and other program receipts
through the Legislative Budget and Audit Committee process. Note: th'J approach does not restrict the LB&A Committee to

particular fund source consideration.
Subsection (L) sU .uard language that if federal or other program receipts are greater than appropriated, ther the

appropriations from state funds (general fin."" may be reduced if the reductions are consistent with applicable fecleral

<LKrtedi
Subsection (c) standard language that if feder. and other receipts ire less than the amount appropriated, the appropriation

is reduced by the amount of the shortfall.

Federal Subsistence Funds
Sec: 10 Governor Total GF: 0.0 Total Non GF: 11,000.0

Fed Rcpts 11,000.0

Subsection (a) $11,000.0 federal funding is gppropriated to the US Department of the Interior and US Department of
Agriculture for the Stale of Alaska. Alaskas receipt of the funding is contingent on the legislature adopting a constitutional
amendment for ratification by Alaska voters to allow a rural subsistence priority.

$11,000.0 is available to the stale if the legislature satisfies the contingency by June 1,1999.

$10,000.0 is available to the state if the legislature satisfies the contingency after June 1, 1999 but before September 30,
1999.

Subsection (b) Ifsubsection (a) is satisfied, the federal receipts arc appropriated to the Department of Fish and Game to
help implement a unified subsistence management system and provide support to decision-making groups in that effort. In
the event Alaska meets the June 1, 1999 contingency as outlined in subsection (a), the appropriation made by this
subsection is allocated as follows:

Support to the Board of Fisheries, Board of Game, regional advisory councils, and local advisory committees  $3,000.0
Biological research, monitoring, and management to ensure sustained yield and to improve utilization of fisn and wildlife for

subsistence, commercial and support purposes $8,000.0
Subjection (c) ifthe June 1, 1999 contingency requirement is not met, the allocations outlined in subsection (b) an:

reduced proportionately.
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FYOO O perating Budget - Front Section Analysis

Fish and Game Enforcement

Sec: 11 Governor Total GF: 0.0 Total Non GF: 935.8

Fish/Game 935.8

Subsection (a) appropriates to the Fish and Game Fund, the amount of criminal fines, penalties and forfeitures imposed and

collected under AS 16.05.195 from the general fund.

Public Safety 810.0
Uw 125.8

Total J935)
Subsection (b) the Public Safety and Law amounts are for increased enforcement, investigation, and prosecution of state

fish and game laws. Ifthe receipts are less than the amount appropriated, the appropriations are reduced proportionately.

Four Dam Pool Transfer Fund

Sec: 12 Governor Total GF: 0.0 Total Non GF: 9,493.7

4 Dam Pool 9,493.7

This section makes the necessary appropriation from the Four Dam Pool Transfer Fund to the Southeast Energy Fund, the
Power Cost Equalization & Rural Electric Capitalization Fund, and the Power Project Fund. The amounts transferred in
FY97 were zero, FY98 - $5,177.8, FY99 - $5,144.8, and the estimated amount available for transfer from the Four Darn

Pool for FYOOis $9,493.7.

Information Services Fund

Sec: 13 Governor Total GF: 0,0 Total Non GF: 55.0

Stat Desig 55.0
Appropriates statutory designated program receipts to the Information Services Fund for the Department of Administration,
Division of laformation Services telecommunication services. The statutory designated program receipts are reflected in the
Department of Administration budget as $55.0 I/A Receipts.

Insurance and Bond Claims « Catastrophe Reserve Account
Sec: 14 Governor

This section references the statute that allows up to $5 million to be swept from lapsing general fund appropriations for the
catastrophe reserve account and appropriates funds from the catastrophe reserve account to the Department of
Administration to obtain insurance, establish reserves for the self-insurance program, and satisfy claims or judgements

arising unde: the program.
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FYOO O perating Budget - FrontSection Analysis

Insurance Fees - Reappropriation

Sec: 15 Governor Total GF: 1,500.0 Total Non GF: 0.0

GF/Prgm 1,500.0

Reappropriates the June 30, 1999 balance of FY99 general find program receipts (insurance fees) under AS 21.06.250 far
FYOO Department of Commerce and Economic Development, Division of Insurance operating costs. Thr FY98 and FY 99
carryforward amounts were S1,700.0 and $2,665.0 respectively. A safe estimate for the FYOO carryforward is $1,500.0.

Land Disposal

Sec: 16 Governor Total GF: 250.0 Total Non GF: 0.0

C-nFund 250.0

Appropriates general fund receipts in thr. fiscal years ending June 30, 2000 and June 30, 2001 from land sales at Naukati
Bay on Prince of Wales Island (not to exceed $50.0) and Vallenar Bay on Gravida Island (not to exceed $200.0) to the
Department of Natural Resources for land sale preparation costs. This appropriation amount was not incMed in the

total amount of the appropriation! bilL

Marine Highway System Fund

Sec: 17 Governor Total GF: 0.0 Total Non GF: 27,509.5

Marine Hwy 27,509.5

General final appropriation to the Alaska marine highway system fund. The amount of the transfer can be found in the
Maxine Highway Stabilization Fund component of the DOT/PF budget FY99 - $27,358.1 and FYOO- $27,509.5.

Motor Fuel Tax
Sec: 18 Governor Total GF: 28,324.5 Total Non GF: 0.0
Gen Fund 28,324.5

This section appropriates estimated amounts from the unreserved special accounts in the general fund to the general fund to

be available operating funding from the following sources:
Special higbwxy fuel lax account ~ £23,924,5
Special iviilraa fuel tax accourtf S$5,400.0
This income is based on the existing 8 cents per gallon tax
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FYOO Operating Budget - FrontSection Analysis

Occupational Licensing - Reappropriation

Sec: 19 Governor Total GF: 1,000.0 Total Non GF: 0.0

GF/Prgm 1,000.0

Reappropriates the June 30, 1999 balance of FY99 general hind program receipts (occupational licensing fees) under AS
08.01.065 for FYOO Department of Commerce and Economic Development, Division of Insurance operating costs. The
FY98 andFY99 carryforward amounts woe 51,386.4 and 51,529.5 respectively. FYOOestimate 51,000.0.

Ofl and Hazardous Substance Release Prevention Account

Sec: 20 Governor Total GF: 0.0 Total Non GF: 10,900.0

Oil/HazFd 10,900.0

Appropriates the balance of the unreserved special accounts in the general fund to the Oil and Hazardous Substance
Release Prevention Account from:

Subsection I Prevention mitigation account AS 46.08.020(b)  Estimated to be 55,618.8

The prevention mitigation account receives money recovered from parties responsible far containment and cleanup of oil or
other hazardous subs.ances, as well as fines, penalties or damages as a result of prevention measures. The Governor did not
include this estimated amount

Subsection 2 Prevention surcharge levied under AS 43.55.300 Estimated to be 510,900.0

Thc prevention account contains appropriations from the special account in the general fund to the OHSRPR fund from the
3 cent surcharge collected in the general fund during the prior year. (FY99 deposits are appropriated from the general fund

for FYOQ expenditures.)

Oiland Hazardous Substance Release Response Account
Sec: 21 Governor Total GF: 0.0 Total Non GF: 0.0

Oil/Haz Fd 0.0

Appropriates the balance of the unreserved special accounts in the general fund to the Oil and Hazardous Substance
Release Respor ‘& Account from:

Subsection 1 Response mitigation account AS 46.08.020(b)  Estimated to be 5416.1

The response mitigation account receives money recovered from parties responsible for containment and cleanup of oil or
other hazardous substances, as well as fines, penalties or damages as a result of emergency response measures. The
Governor did not include this estimated amount

Subsection 2 Response surcharge levied under AS 43.55.300  Estimated to be 50.0

The response account contains appropriations from the special account in the general fund to the OHSRPR fund from the 2
cent surcharge collected in the general fund during the prior year. This surcharge is only required when the balance of the

OHSRRA drops below 550 million
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FYOO O perating Budget - Front Section Analysis

Performance Measures
Sec: 22 Governor

The Governors into* language requests that the goals, strategies, and performance measures be stated in separate
resolution. The concern is that the appropriations bill may not conform to Article H, Section 13 that requires that

appropriations bills be confined to appropriations.

Real Estate Surety Fund
Sec: 23 Governor Total GF: 0.0 Total Non GF: 0.0

Surety Fnd 0.0

Per AS 08.88.450, the balance of the real estate surety fund that exceeds X500.0 is appropriated to the Department of
Commerce and Economic Development, Division of Occupational licensing for purposes relating to the real estate surety
fund for the fiscal year ending June 30, 2000. The statute clearly stales that amounts in the fund may not exceed S500.0 and
amounts in excess ¢ S250.0 may be appropriated for real estate educational purposes. Sec section 39 of this analyw.

Retained Fees
See: 24 Governor

This language addresses the need to appropriate vendor compensation and/or bankcard services fees that are not directly
appropriated by the state for vendors or banking institutions that collect fees on behalfof the state. This originated from fish
and game fishing, hinting and trapping license sales where the vendor retained a portion of the sale instead of the vendor
submitting the full collection and the state reimbursing the vendor far expenses related to selling licenses. Agencies should
be directed to include these fees ir their annual budget requests.

Safety Advisory Council - Reappropriation
Sec: 25 Governor Total GF: 100.0 Total Non GF: 0.0
GF/Prgm 100.0

Reappropriates Safety Council program receipts not expended in FY99 to be carried forward into FYOO for the governors
safety conference. FY99 carryforward was Sl 30.0. FYOO estimated S100.0.
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FYOO O perating Budget - Front Section Analysis

Salary and Benefit Adjustments
Sec: 26 Governor

FYOO pay increases for University of Alaska employees. The amount (unknown) is the net amount for three items: salary
adjustments, health benefit adjustments and changes in contribution rates far the Public Employees Refinement System.

Salmon Enhancement Tax
Sec: 27 Governor

Appropriates general fund salmon enhancement tax receipts to the Department of Commerce and Economic Development
for payment in FYOOto qualified regional aquaculture associations. This amount is not included in the operating budget
general fund spending totals. FY98 - $4,072.7, FY99 - $4,100.0 and FYOO- $4,100.0. This is *pass-thrt>ugh' money.

Shared Taxes and Fees
Sec: 28 Governor Total GF: 22,000.0 Total Non GF: 0.0

Gen Fund 22,000.0

Appropriates general funds to the Department of Revenue in the amounts necessary to refund |01l governments their share

of taxes and fees collected for payment in FY99.
FY98 $22,199.6, FY99 and FYOO are anticipated to be a similar amount

State Debt and Other Obligations

Sec: 29 Governor Total GF: 5,739.1 Total Non GF: 93,471.4

Gen Fund 5,739.1  IntAirprt 2,877.5  School Fnd 45,529.5 Debt Ret 45,064.4

This section provides for the stales debt service obligations.
Subjection (a) interest on revenue anticipation notes is appropriated from the general fund to the Department of Revenue

for payment of interest on notes.
Subacction (b) amount required to be paid by the state for principal and interest on state bonds is appropriated from the

general fund to the state bond committee for payment on tho”c bonds.
Subsection (c) $5,739.1 from GF to Alaska Debt Retirement Fund
Subsection (d) $16,287.8 from Debt Retirement Fund for trustee fees and lease payments related to certificates of

participation for real property
Subsection (e) $2,518.0 from Debt Retirement Fund for payment of debt service and trustee fees on general obligation

bonds
Subsection (t) $2,877.5 from International Airpo. is Revenue Fund for payment of debt service and trustee fees on

international airport revenue bonds
Subsection (g) $71,788.1 from Debt Retirement Fund ($26,258.6) and School Fund ($45,529.5) lo the Department of

Education for state aid for costs of school construction

1:04:19 PM, 2/16/99
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FYOO O perating Budget - FrontSection Analysis

State Debtand Other Obligations

State Training and Employment Program
Sec: 30 Governor Total GF: 0.0 Total Non GF: 400.0

Empl Trng 400.0

The State Training and Employment Program is funded from the Employment and Training Program Account that is funded
by a contribution of one-halfof one percent from each employees wages. Unspent balances must be lapsed from this
account into the unemployment compensation fund. For FY99 this language was changed so that unspent balances must be
lapsed from this account into the employment assistance and training program account FYOO estimated $400.0.

Statutory Budget Reserve
Sec: 31 Governor

In the event that unrestricted revenues are less than necessary for FYOO appropriations, the amount necessary to balance
revenue and general fund appropriations is appropriated to the general fund fnxn any balance that may be available from the

Statutory Budget Reserve Fund.

Storage Tank Assistance Fund
Sec: 32 Governor Total GF: 0.0 Total Non GF: 5,489.7

Storg Tank 5,489.7

Appropriates from the OHSRPR Fund, prevention account (non-general fund) to the Storage Tank Assistance Fund FY98 -
$2,910.6, FY99 - $4,364.8, FYOO - $5,489.7. For FY98 language was included that allowed the legislature to capitalize the
storage tank assistance fund with any general fund registration fees collected oo underground petroleum storage tanks or
tank systems. In SLA 98 the language was changed so that the fees collected would be considered unrestricted general fund
revenue and are replaced with $7.00.0 from the oil and hazardous substance release prevention account.

Student Loan Program
Sec: 33 Governor

The amount from student loan borrowers of the Alaska Commission on Postsecondary Education that is assessed for loan
origination fees for the fiscal year ending June 30,2000, is appropriated to the origination fee account within the student
loan fund of the Alaska Student Loan Corporation.

1:04:19 PM, 2/1698



FYOO O perating Budget - Front Section Analysis

Teacher Certification - Reappropriation
Sec: 34 Governor Total GF: 100.0 Total Non GF: 0.0
GF/Prgm 100.0

Reappropriates the June 30, 1999 balance of FY99 teacher certification general fund receipts from certification fees under
AS 14.20.020(c) for FYOO teacher certification expenditures. This language was new for FY99. FYOO estimate S100.0.

Test Fishery Receipts
Sec: 35 Governor Total GF: 0.0 Total Non GF: 0.0

Test Fish

The FY99 balance of commercial fisheries test fishing operations receipts from the harvest and sale of crab are
appropriated to the Department of Fish and Game or operations of the shellfish onboard observer program in the division of
commercial fisheries management and development for FYOO

Value-added Timber Sales
Sec: 36 Governor Total GF: 250.0 Total Non GF: 0.0

Gen Fund 250.0

Appropriation not to exceed $250.0 general fund receipts generated in fiscal years ending June 30, 2000 and June 30, 2001
from value-added timber sales in Southeast and in the Tanana Valley to the Department of Natural Resources. This
appropriation amount is not included in the total of the Governors appropriation bilL

Lapse Date - Federal Subsistence Funds
Sec: 37 Governor Total GF: 0.0

Fed Repts

The unexpended and unobligated balance of the appropriation made by sec *0 of this act lapses June 30,2001. Federal
Subsistence Funds.
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FYOO O perating Budget - FrontSection Analysis

Nonlapse of Appropriations
Sec: 38 Governor

Sections (1) AHFC, (8) Disaster Relief, (11a) Fish and Game Enforcement, (12) Four Dam Pool Transfer Fund, (13)
Information Services Fund, (17) Marine Highway System Fund, (20) OHSRPA, (21) OHSRRA, (29c) State Debt and
Other Obligations, (30) State.Triining and Employment Program, and (33) Student Loan Program, are for the capitalization

of funds and do not lapse.

Retroactivity
Sec: 39 Governor

Subjection (a) section 23, Real Estate Surety Fund is retroactive to June 30, 1998. Two fiscal years retroactive would
allow the Department of Commerce to receive and expend the balance greater than S500.0 for FY98 and FY99, and

unknown (sec the language in section 23) for FYOO.
Subsection (b) section lI(aX1) AHFC is retroactive to June 30,1999. Making this subsection retroactive to include FY99

deposits would decrease the amount deposited into the general fund (S524.9 million) that is planned for FY99 expenditures.
No AHFC receipts would be deposited into the general fund if the language in section 1is approved for FYOO.
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FYOO OPERATING BUDGET -

Governor

Title

Alaska Housing Finance Corporation

Alaska Permanent Fund Corporation

Alastca Public Utilities Commission

Alaska Science and Technology Foundation - Reappropriation
Alaska Seafood Marketing Institute - Reappropriation
Budget Reduction Requiring Legislation - Longevity Bonus
Eligibility

Constitutional Budget Reserve Fund

Disaster Relief

Federal and Other Program Receipts

Federal Subsistence Funds

Fish and Game Enforcement

Four Dam Pool Transfer Fund

Information Services Fund

Insurance and Bond Claims - Catastrophe Reserve Account
Insurance Fees - Reappropriation

Land Disposal

Marine Highway System Fund

Motor Fuel Tax

Occupational Licensing - Reappropriation

Oil and Hazardous Substance Release Prevention Account

Oil and Hazardous Substance Release Response Account
Performance Measures

Real Estate Surety Fund

Retained Fees

Safety Advisory Council - Reappropriation
Salary and Benefit Adjustments

Salmon Enhancement Tax

Shared Taxes and Fees

State Debt and Other Obligations

State Training and Employment Program
Statutory Budget Reserve

Storage Tank Assistance Fund

Student Loan Program

Teacher Certification - Reappropriation
Test Fishery Receipts

Value-added Timber Sales

Lapse Date - Federal Subsistence Funds
Nonlapse of Appropriations

Retroactivity

Paga 1 TSfpfjig&t

Sec
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Gen Fund

0.0
0.0
0.0
0.0

-8,000.0

0.0
0.0

0.0
0.0
0.0
0.0

1,500.0
250.0
0.0
28,3245
1000.0
0.0

0.0

0.0
100.0
22,000.0
5739.1
0.0

0.0
100.0
0.0

250.0
0.0

FRONT SECTION ANALYSIS INDEX

Non-GF

38,600.0
1,252,500.0
400.0
9,539.8

0.0

0.0
9,000.0

11,000.0
935.8
9,493.7
55.0

0.0
0.0
27,509.5
0.0
0.0
10,900.0
0.0

0.0

0.0

0.0
934714
400.0
5489.7
0.0

0.0
0.0

Total

38,600.0
1,252,500.0
400.0
9,539.8

0.0
-8,000.0

0.0
9,000.0
0.0
11,000.0
935.8
9,493.7
55.0
0.0
1,500.0
250.0
27,509.5
28,324.5
1000.0
10,900.0
0.0
0.0
0.0
0.0
100.0
0.0
0.0
22,000.0
99,210.5
400.0
0.0
5,489.7
0.0
100.0
0.0
250.0
0.0
0.0
0.0
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FYOO OPERATING BUDGET - FRONT SECTION ANALYSIS INDEX

Governor

Trite Sec Gen Fund Non-GF Total

51,263.6 1,469,294.9 1,520,558.5
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Tony Knowles, Governor

STATE OF ALASKA
P.O. Box 110400

Department of Revenue Juneau, Alaska 99811 -0400
Telephone: (907) 465-2300

Office ofthe Commissioner Facsimile: (907) 465-2389

April 6,1999

The Honorable Tony Knowles
Governor of Alaska

P.O. Box 110001

Juneau, Alaska 99811-0001

Dear Governor Knowles:

Since Prudhoe Bay production began more than 20 years ago, oil taxes and royalties have been the
largest source of state revenue by a wide margin. That changed last year when state investment
income overtook oil revenue as Alaska’s largest source of income. Although oil prices have re-
bounded in recent weeks, softening the costly memory of this winter’s sub-$9-per-barrel price, it’s
our investment income, not oil, that will continue to provide the largest share of our projected
revenue for Fiscal 2000 and beyond. And it’s that investment income, not the prospects for higher
oil prices, that will provide the largest piece for guaranteeing the state’s fiscal future.

That said, | realize that as hard as it is to predict oil prices and production it’s even harder to forecast
stock market fluctuations, so this Spring 1999 Revenue Sources Book will concentrate on looking at
oil revenues. Though our investment income is sizable, oil revenue still is important as we manage

the state’s finances for a balanced budget.

It wasn’t that long ago that newspaper headlines conjured up images of doom and gloom when
Alaska North Slope oil dropped below $9 a barrel - reaching a record for the lowest price ever paid
for Prudhoe Bay crude. And now, just a couple of months later, that same oil is flirting with the $15
level, back up to within its historical range. That bounce in prices - while good news for the state
treasury, oil producers and workers - is by itself not enough to return the state to the days of bal-
anced budgets. North Slope production, now in its third decade, has fallen too far to ever again

carry the entire state budget on its financial shoulders.

Looking at that combination of low prices and slipping production, FY 1999 is turning oul o be the
worst year for state oil revenue since FY 1979. Our production and price forecast for the remainder
of the year suggests we will record our lowest annual production since FY 1978 (the first full year of
Trans-Alaska Pipeline operation). This will occur at the same time as we record our lowest price
ever for North Slope crude - projected to average $12.11 a barrel for FY 1999. We expect FY 1999
general fund unrestricted revenue of $1,338.1 million, a drop of almost $66 million from our Fall

1998 foiecast.

spring 1999 Revenue Sources Book



Governor Knowles, 4/6/99, page 2

We believe, however, that the worst is over on the price front. Due in great part to the OPEC pro-
duction cutbacks announced last month, the prospects have improved for higher oil prices over the
next five years. We believe oil prices will average $13.57 a barrel in FY 2000, steadily moving up

to $16 per barrel by 2003.

Unfortunately, due to delays in oil field projects caused by low prices, we have reduced our produc-
tion forecast from what we had projected last fall. We now forecast North Slope production at 1.047
million barrels per day in FY 2000, a drop of 70,000 barrels a day from our Fall 1998 forecast.
Those projects are delayed, not lost, and we expect new North Slope developments will help replace
aging fields, holding total production pretty much steady through at least FY 2005.

Though stable production and rising prices will produce small increases in state revenues over the
next several years, | refer back to our investment income as we talk seriously about balancing the
state budget at a sustainable level. Our financial reserves continue to build, with our Permanent
Fund and Constitutional Budget Reserve Fund projected to exceed a combined value of $27.5 billion
as of the end of this fiscal year. Our financial assets now produce nearly twice as much annual

revenue as we receive from oil taxes and royalties.

As | noted in our Fall 1998 forecast, and as | will reiteiate in this forecast, our savings accounts offer
us the time to find sensible, permanent solutions for a long-term, balanced spending plan. | am
ready to assist you and the Legislature as Alaska looks for the best answers to its financial questions.

Sincerely,

Wilson Condon
Commissioner

Tr sDring 1999 Revenue Sources Book
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MEMORANDUM

DATE April 7, 1999
TO Members, House Finance Committee
FROM Byronl. M allott™”

Executive Director

SUBJECT: APFC Budget for FY 2000

This is to request that the House Finance Committee fund the Alaska
Permanent Fund Corporation’s (APFC) fiscal 2000 budget substantially as
requested. Here are five compelling reasons to support this position.

1. The proposed 10% reduction to the APFC operations budget would be

counter-productive. It would directly reduce our ability to provide
superior investment results. A case in point: the in-house bond
portfolio, managed within the operations budget, beat the median
manager for the two years ended Dec. 31,1998 by 57 basis points; that
value added amounted to an additional $114 million in income.

. The growth ofthe
APFC operations
budget over the past
five years doesn’t
reflect a budget out
of control, it reflects

APFC O perations Budget
as a%ofAverage Assets Under Management
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3. Another way to
measure APFC
budget efficiency
is the expense
ratio. For the
five fiscal years
1996 through
2000, the Fund Billions
will have earned
$10.3 billion of 8569
net income. The 6469
APFC operations
budget required
to produce that 1013
income (without
any FY 2000 Free FYo7 FY9%  FYe8  FYOO
cuts) is $28.7

10326

3874

APFC O perations Budget

Compared to Netlncome Produced
(Cumulative Budget Cost per $1 BOof income: .00281

28678

20717
15129
9575

FY 90 FY 99

million. Excluding manager and custody fees, it costs the APFC less
than one-third of one cent to produce every dollar of income.

Callan Associates Most Becent Fee Survey
1997 National Survey ol Institutional Investors

APFC raSurvey

30

B

Active Equity Passive Equity Domestic Bonds International Bonds

Domestic bond expenses exclude internally managed portfolio.
If included, fees would be less than 1 basis point.

4. Relative to our

institutional
investment
peers, the
APFC is
already the
low-cost
provider.

It is not
necessary to
cut the APFC
budget to
encourage
operational
efficiencies.

W ithout the cuts, the APFC staff, injust the past two years, has
negotiated significantly lower management and custody fees,
implemented new accounting and investment management systems,
developed and initiated a new, more cost-effective travel policy, become
a leader in the use ofvideo conference technology and substantially

improved the level and the timeliness of reporting.

In sum, the proposed reductions would not cut costs, but revenues.



Testimony to the Legislature
Public Hearing - House Budget- FYOO

For the record my name is Nancy Cannington. | am currently the City
Manager for the City of Kotzebue, a town of roughly 3,000 population.
| was formerly City Manager in Unalakleet for over nine (9) years, a
smaller community in rural Alaska with a population of 800. | am also
a Commissioner on the Local Boundary Commission, having been
appointed to that post in September, 1995. As a rural resident (by
choice) in two remote communities ofvarying sizes, serviced primarily
only by air transportation, | believe | have a fair understanding of the

impact of state dollars on local services and residents.

For example, Kotzebue received $323,789 in Municipal General Fund
Revenues from State Revenue Sharing and Safe Community programs
in FY99. Our General Fund Budget was $3,553,356 for the same
period of time, so you can see that the impact is about 10% of our
Operating Budget. Personnel costs reflect over 61% of our budget,
with this cut equating to roughly six (6) full-time, professional
employees. Non-personnel costs cannot possibly be cut to such an
extent needed to make up the difference. This means that some

current full-time employees will have to be cut from the payroll, non-



personnel costs will have to be trimmed to bare minimums, and
essential services such as police, fire, ambulance and road clearing and
grading will suffer delayed response times. In awinter blizzard in
Rural Alaska this can have serious consequences and even death if the
City cannot afford to keep a minimal road crew on call during blizzards
to plow the way for emergency crews to respond to tire, police or
ambulance emergency calls. Deferred maintenance and planned

improvements will have to wait.

The alternative that you force us, by this action, to bring forward is a
personal property tax. The City of Kotzebue already has in place a
6% sales, accommodations and alcohol tax. The City does not have the
benefit of shared fisheries taxes or a CDQ (Commercial Development
Quota), or any other sources of general operating revenue except the
sales, accommodations and alcohol taxes mentioned. To force the City
to consider enacting both property and sales taxes is something even
Anchorage and Fairbanks have not yet done. In FY95the City
received $53,240 less than for FY95! That is approximately the
equivalent of one full-time professional position vs. the equivalent of 6

FTE positions this proposed cut will cause! That equates to about thirty



(30) years of cuts if we sustained the same cuts as in the past five years!

| believe there is consensus among those in this room and those
participating via teleconference from around the State that general
public perception is skewed regarding the real fiscal gap! For as long as
I can recall, the general public believes there is “too much government”,
yet fail to really be able to identify where the perceived “fat” is, while

at the same time saying they do not want higher taxes! Likewise,

the same constituency that told you to “cut the budget”, really

does not understand that what you are proposing to cut is essentially
digging deeper into their pockets on the local tax levell Maybe local
governments have not done our jobs well enough in getting out this
word; maybe you, the legislature, is using this cut as a tool to guide the
public to accept a cap on their Permanent Fund Dividends or consider a
personal income tax; maybe there is substance to the perception that the
Legislative M ajority wants to make cuts in programs that largely hurt
Rural Alaska. | prefer to believe that we are one state and own this
fiscal deficit together. Rural Alaska contributes heavily to the State’s
economy, with the majority of resources, such as Prudhoe Bay, Red Dog
Mine and Bristol Bay, Southeast Alaska and Bering Sea Fisheries

located off the so-called Railbelt. 1certainly don’t need to remind you



of the benefits urban Alaska receives from rural Alaskans around the
State who use the urban renters of Fairbanks, Anchorage and Juneau as
centers for transportation and shopping. | have watched first hand the
erosion of the quality of life in Rural Alaska over the last ten years as
the State has cut back on goods and services to communities while
enacting mandates for water/sewer/solid waste and other standards that
must be met on the local level. The average resident of Kotzebue this
year pays $64.12 for water, $23.34 for sewer, $23.74 for garbage, and
6.67 sales tax for a total of $117.87/month. There will be phased
increases over the next two years that will culminate in FY2001 with a
total of $148.22/month for those services. Rural Alaska is also facing
Power Cost Equalization (PCE) reductions and/or phase out! Gasoline
is $2.79/gal. currently in Kotzebue! Rents range from $1,000 to
$1,450/mo. for a two bedroom apartment. Year-round jobs are difficult
to eoine by and seasonal employment does not provide a level income
stream to pay monthly utility’ services. This creates an additional

collection burden for utilities.

It becomes a question of how much of the state operating budget can

realistically be balanced on the backs of rural residents, and | assure



you that in smaller communities, the loss of State Revenue Sharing and
Safe Communities funding will bring them to the brink, and | fear

many small, local governments will simply turn off the lights and walk
away. This will leave the State to grapple with multiple dissolutions of
local governments, and will widen the gap of equity for ail residents in

this State.

I urge you to restore this funding and accept the responsibility’ of your
elected capacity, face the public with the options before them, whether
it be a statewide income tax, sales tax, a cap on the Permanent Fund

Dividend or using earnings from the Permanent Fund.

The pendulum needs to be centered so that a quality of government
service is established without drastic swings one way or the other. With
a $25 billion dollar rainy day fund, surely a responsible plan can be
developed to accomplish this goal. We do not need to tax people or cut

government “to the bone” to provide a positive level of services.

1urge you to act now and not pass chunks of the budget deficit to local
governments to distribute for you under the veiled guise of

accomplishing the public mandate of “cutting the budget”.



TONY KNOWLES, GOVERNOR

OFFICE OF THE GOVERNOR o 0% 110020
OFFICE OF MANAGEMENT AND BUDGET e A(Lg‘(‘)im RS
DIVISION OF BUDGET REVIEW FAX: (9)7)465-2090

February 24, 1999

The Honorable Sean Parnell. Chair
Senate Finance Committee

State Capitol, Room 518

Juneau, AK 99801

Dear Senator Parnell:

I have attached additional information about the 'front sections' to SB 30, the FY 2000 operating
budget, to help answer questions posed by committee members during the February 17 overview.

Please note that the estimated dollar amounts shown here for several of the sections that appropriate
unspecified amounts (such as Sec. 2(a) & (b), Permanent Fund Earnings Reserve) are different than
the amounts shown in the Legislative Finance Division's analysis which committee members had
before them during the meeting. As you know, these amounts are estimates; in most cases the
appropriation language is general because the specific amount to be appropriated is not known until a
particular date, such as June 30 for appropriations carrying forward balances from one fiscal year to
the next. It is important to recognize that these estimates may vary from one day to the next, no.

matter, who prepares the estimate.

We are still working on information for a few sections and we will provide that to you within the next
several days.

Please call me if you have additional questions.

Sincerely,

Attachments

cc: Representative Eldon Mulder
David Teal, Legislative Finance

01-A33LH



GOVERNOR’S BUDGET COMPARISON FOR FY1999 - FY2000

FISCAL YEAR 1999 (dollars slawn in millions) FISCAL YEAR 2000
General Funds General Funds
without with Total without with Total
Designated Program Receipts A Funds Designated Program Receiptsa Funds
Revenues
Net Disposable Unrestricted Revenues - Full 98 forecast 1,377.6 u $1,415.0 $1,415.0 1,289.7 1,328.3 1,328.3
Restricted Revenues (federul, corporate,UA receipts.ete.) 0,0 00 3,804.9 00 00 4,191.1
Total Revenues 1,377.6 1,415.0 5,219.9 1,289.7 1,328.3 5,519.4
Draw from Constilutionul Budget Reserve 949.6 949.6 949.6 1,016.6 1,016.6 1,016.6
Funds Authorized tu be Expended ' 2,327.2 2,364.6 6,169.5 2,306.3 2,344.9 6,536.0
Expenditures Including Supplemental
Agency Operations ! 1,093.5 1,108.6 2,422.4 1,124.1 1,151.3 2,526.7 ¢
Formula Programs (Medicuid, Longevity Bonus, etc.) 1,064.9 1,064.9 1,569.0 1,080.5 1,080.5 1,659.8 ¢
Further Budget Balancing in FY2000 -15.0 -15.0 -15.0 D
Supplemental & Operating revised programs (LB&A) 16.5 E 17.7 293 E 154 F 15.4 15.4
Debt Service 46.0 46.0 91.5 5.7 5.7 155.4
Loans - Alaska Clean Water & Drinking Water Funds 3.8 3.8 23.0 3.1 3.1 18.6
Capital Appropriations & Revised Programs (LB &A) 85.4 106.5 1,204.3 81.5 90.5 934.3
Fiscal Notes to New Legislation -5.3 -2.9 -29 a
Investments wills Tobacco Settlement & Motor Fuel Tax 82 48.6 1
Permanent Fund Dividend/Special Approp./Fund Transfers 17.1 171 1.313.5 16.3 16.3 ‘
Total Expenditures 2,327.2 2,364.6 6,661.2 2,306.3 2,344.9 7,055.9
Less Duplicated Expenditures 0.0 0.0 -491.7 | 0.0 0.0 -519.9 |
Expenditures Net of Duplicated Appropriations 2,327.2 2,364.6 6,169.5 2,306.3 2,344.9 6,536.0
2,313.7 1 2,352.3 J 6,543.4 J

W ith Increases Requested by Court System

Constitutional Budget Reserve Fund projected year-end balances: FY99 52,9%*13.3(11111100; FY2000 52,237.0 million.

Dept, of Revenue's Full 1998 Forecast "reference case” oil prices: S13.03/bbl for FY99; 513.27/bb! for FY2000.

FY99 expenditures include revised programs upproved by Legislative Budget & Audit Committee through December S (51.2 million designated program receipts, S14.5 million other).

The State also collects and pusses shurcd tux receipts directly to municipalities (FY99: 520.2 million, FY2000: 519.2 million) and aquaculture associations (FY99 & FY2000: 5*4.1 million).

N OTES (lettered by row from left to right):
A. Designuted Program Receipt columns retlect statutory chunges made in SLA 97, Ch 59 ( FY2000 SDPR, APUC & Test Fisheries =527.1 million operating/59 million rapitul).
). Dept, of Revenue Full forecast udjustcd lu accommodate legislature's FY99 treatmentofdividends from AIDEA (+516 million) and AHFC (- 550 million) and carryforward authorization (111.5)
C. FY2000 operating budget includes statutory increases in education (SIX million) and child health (54.6 million); plus u 55.6 million increase for the University.
D Further budget buluncing through cost reductions, consolidations, efficiencies, technology, user pay, service reductions, etc.
FFY99 Supplemental allowance will not he adequate to cover all supplcmentuls including disasters (over 530 million), Clcury compliance (ulmost 55 million)und Y 2K
F FY200U supplemental ulluwuncc reduced to retlect funding Leases lully in Agency Operations rather than partly in the supplemental budget.
(j liscul impact oflegislative proposals Longevity Bonus income limit (-S8 0 million); bonds for schools (+52.7 million); Pioneer Ilome/l lousing Receipts (+52.4million).
I 'tobacco Settlement (SK 2 million FY99' 521 9 million FY20UO0) and increased Motor Fuel Tux (526.7 million) urc treated as Oilier Funds to show they are notpunofeurren general fund sources
| Duplicated espendituies uie in the budget twice, such as when funds How in und out ofa holding ueeotrtitfcr one agency puys another for services provided.
J. lhe governor lorwaids budget requests ofllie uilier branches of government without modification. The Court System’s FY2000 budget uddsS2.7 millionoperating and SJ./million capital

K Budget Compurisun document released December 15, 1998 (with technical corrections through December 23 ).

FY992000.xls OMI1J, 12/15/98



SB 30/HB 50 FRONT SECTIONS
ALASKA HOUSING FINANCE CORPORATION

Why is this item afront section (instead o fan appropriation in the body or back of
the general appropriation bill)?

Section 1(a) addresses the amount of funds AHFC returns to the state on an annual basis. This
amount has been expressed in language that anticipates the funds being transferred by the

direction of the board of directors of the corporation.

Section 1(b) describes the revenues of the corporation and appropriates these revenues back to
the corporation.

Section 1(c) provides authorization for the estimated level of mortgage activity for AHFC during
the upcoming fiscal year.

Can this item be accommodated in the body ofthe general appropriation bill? 1f
so, how? I fnot, why?

Section 1(a) language can be placed in any portion of the general appropriation bill. For
example, legislative intent statements are routinely placed in the body of the bill.

Section 1(b) needs to have a language appropriation in order to cover all AHFC revenues and
receipts on an annual basis. This amount is difficult to anticipate, and requires broad authority to
insure that there are no limitations on AHFC ability to collect receipts.

Section 1(c) could conceivably be accommodated in the body of the general appropriation bill,
but it should not be combined with AHFC’s operating budget appropriation or budget
components. These authorizations should remain as separate appropriations. Under AS
18.56.089, the provisions of the Executive Budget Act are not otherwise applicable to
authorizations for aggregate loan activity. Loan activity authorizations should not be confused

with expenditures regarding the operations of the corporation.

What is the purpose o fthisfront section?

Section 1(a) is intended to recognize and reflect in language in the agreement with the state
(SB360 from the 1998 Session) regarding the annual transfer of funds from the corporation.

Section 1(b) is intended to avoid dispute whether AHFC would be in violation of the prohibition
against the dedication of funds without an appropriation of its own revenues back to the

corporation.
Section 1(c) is required under AS 18.56.089(a)( 1)(D)&(E).

Response to Senate Finance Committee
Prepared by John Bitney
Page 10f3



}Vhatis the unique history o fthisfront section?

Section ‘i(a) reflects the agreement established last session in SB360. The 1998 Legislature
adopted an Act (SB360) authorizing the issuance of up to $224 million in bonds of the
Corporation to finance projects of the state and municipalities. Section 1 of the 1998 Act

provides as follows:

“The legislature intends to ensure the prudent management of the Alaska Housing
Finance Corporation to protect its excellent debt rating by the nation’s financial
community and to preserve it as a valuable asset of the state. To accomplish this
goal, the sum of withdrawals for the repayment of bonds under sec. 2(c) of this
Act, for transfer to the general fund, and for expenditures on corporate funded
capital projects should not exceed the Corporation’s net income for the preceding
fiscal year. The Alaska Housing Finance Corporation projects that $103,000,000
will be available in each fiscal year beginning with 1999 through 2006, for a total
amount during the seven-year period of $721,000,000.”

Section 1(b) was established to avoid any potential conflicts with the prohibition against the
dedication of funds under Article IX, Section 7 of the state constitution. A concern began to be
expressed by the Department of Law in the early 1980’s regarding the prohibition on dedicated
funds and AHFC revenues. While there was never a conclusive resolution to this legal question,
this language has always been in the Front Section since 1986. It is necessary and advisable to
continue using this language in order to avoid a requirement for disclosure to investors in AHFC
bonds. Keeping this language will insure this is not an issue to worry about.

Section 1(c) represents a formalization of the process for AHFC to discuss and present its
mortgage lending activities to the executive and legislative branches. In 1995, the legislature
passed legislation that brought the corporation’s mortgage lending activities under the Executive
Budget Act. Rather than create detailed appropriations or components in the budget regarding
each mortgage program, the legislation requires an authorization for an aggregate amount of total
loan activity. (The requirement for this section can be seen in AS 18.56.089(a)(1)(D) & (E).)

Explain how this appropriation works.

Section 1(a) is not written as an appropriation for the purposes of AHFC. The corporation’s
board of directors will determine the amount made available. Once these funds are made
available by AHFC, Section 1(a) does appropriate these dollars to the Alaska debt retirement
fund. Based upon the agreement between AHFC and the state regarding the amount to be
transferred, the amount of dollars to be determined by the board is known and can be anticipated.

Response to Senate Finance Commi ittee
Prepared by John Bitncy
Page 2 0 f3



Section 1(b) appropriates all revenue earned by the corporation back to the corporation.
Through an agreement with the state, revenues earned in excess of the needs of the corporation

are made available by the board of directors under Section 1(a).

Section 1(c) provides authorization for the aggregate of non-subsidized and subsidized mortgage
loan activity of AHFC. In other words, these amounts represent a “cap” of the aggregate amount
of mortgages purchased by AHFC under its loan programs. AHFC provides an estimate of loan
activity anticipated for the upcoming fiscal.

How much is being appropriated by this section? Is this an estimate or biown
amount?

Section 1(a) refers to $38,575,900 being made available by AHFC. This subsection further
appropriates this amount to the Alaska debt retirement fund. This amount reflects the known
balance of AHFC funds available for FY99 and FY2000 in all appropriation bills enacted or
pending before the legislature on February 22, 1999. Any changes by the legislature to
expenditures of AHFC funds in either fiscal year will require an adjustment in order to comply

with the $103 million agreement level.

Section 1(b) speaks to an estimated level of $320 million of revenues for the corporation.

Response to Senate Finance Comm ittee
Prepared by John Bitney
Page 3 0f3



Section 2
APFC response:

Subsection (a) Dividend Appropriation.

* In the front section because it is formula-based.
* Cannot be accommodated in the body of the general appropriation bill because it is

formula-based and does not appropriate a specific «?mount.
* The appropriation for the dividend administrative costs and other purposes are in the

back section of the general appropriation bill because they are specific amounts.

*The dividend is split between front and back sections of the bill because (1) formula-
based appropriations are in the front and (2) specific amounts are in the back.

* The purpose of the front section is to accommodate appropriations for which the

amount cannot be known at the time of appropriation.
* The front section has always been used for the dividend as long as the Legislature has

appropriated the amount that would be due under State law.

* The appropriation refers to the appropriate sections of State law and appropriates the
amount that would be due under the formula.

* We estimate $989 million.

Subsection (b) Inflation-Proofing.

* In the front section because it is formula-based.

* Cannot be accommodated in the body of the general appropriation bill because it is
formula-based and does not appropriate a specific amount.

* Inflation-proofing is not in the back section.

* Inflation-proofing is not split between the front and back sections.

* The purpose of the front section is to accommodate appropriations for which the
amount cannot be known at the time of appropriation.

* The front section has always been used for the inflation-proofing as long as the
Legislature has appropriated the amount that would be due under State law.

* The appropriation refers to the appropriate sections of State law and appropriates the
amount that would be due under the formula.

* We estimate $287 million.

Subsection (c) Revenues Dedicated by Constitution/Statute.

* In the front section because the amount cannot be known until it is received.

* Cannot be accommodated in the body of the general appropriation bill because the
amount cannot be known in advance.

*Not in the back section.

* Not split between the front and back sections.

* The purpose of the front section is to accommodate appropriations for which the

amount cannot be known at the time of appropriation.



* The front section has been used for the dedicated revenues because some are dedicated

by statute.
* The appropriation refers to the amounts that have been received by the State.

* We estimate $111 million.

Subsection (d) Interest.

* In the front section because the amount cannot be known until it is received.
* Cannot be accommodated in the body of the general appropriation bill because the
amount cannot be known in advance.

* Not in the back section.
* Not split between the front and back sections.
* The purpose of the front section is to accommodate appropriations for which the

amount cannot be known at the time of appropriation.
* The front section has been used for the interest on dedicated revenues because State law

implies but does not make specific reference to interest earned while dedicated revenues
have been held in escrow, e.g., the section 8(g) escrow deposit.
* The appropriation refers to the amount of interest received on escrowed funds.

* We estimate $ 4 million.



TO:

FROM:

MEMORANDUM State ofAlada

Dan Spencer, Chief Budget Analyst DATE: February 24, 1999
Office of Management and Budget
Office of the Governor FILE NO:
TELEPHONE NO: 465-2506
Tom Lawson, Director SUBJECT: FY2000 Operating Budget

Division of Administrative Services Front Section
Department of Commerce and
Economic Development

At the February 17 meeting of the Senate Finance Committee, the committee reviewed the front
section ofthe Governor’s FYOO proposed operating budget During the review, there were
questions regarding some of the sections for the Department of Commerce and Economic
Development. Following is additional information and clarification regarding these sections:
Section 3. Alaska Public Utilities Commission (APUC). The latest carryforward estimate is A
$400.0. The primary source of the carry forward funds is regulatory cost charge (RCC) funds (AS ~
Section 42.05.254. Public utility regulatory cost charge). Regulatory cost charge fees are assessed
to utilities regulated by the APUC for the funding of the operations of the APUC.

Regarding the question as to why $75.0 CBR funds are requested in the Y2K project bill (SB 44),
the proposed APUC Y2K project audits/assists regulated as well as unregulated utilities in
dealing with Y2K issues. APUC will match the $75.0 in CBR funds with $75.0 in APUC
receipts. There is arguably a concern by the APUC that use of RCC funds only might not be

appropriate to pay completely for this project.

Section 4. Alaska Science and Technology Foundation. The estimated “unexpended and
unobligated balance in the ASTF endowment earnings reserve on June 30, 1999,” is projected by

ASTF to be $2,410.4. This figure is calculated as follows:

Endowment earnings reserve as of July 1,1998

Plus: Anticipated earnings during FY 1999

Less: Money appropriated to AK Aerospace Development Corp. (AADC) for FY1999
Less: Money appropriated to the University of AK by Legislature in FY1999

Less: Money appropriated to ASTF for administrative operations in FY1999

Less: Anticipated grant payments by ASTF during FY1999 (varies significantly)
Balance: The balance referred to in the Front Section language

Please note that Legislative Finance Division’s analysis of this section which reports an estimate
0f$9,539.8 is incorrect. When preparing the FY2000 budget request, the ASTF endowment
earnings reserve (endowment) is reflected as a funding source in two sections of the operating



budget. First, the endowment is reflected in the back section of the budget as both ASTF's
(FY2000 $8,984.6) and AADC’s (FY2000 $555.2) funding source for their “routine" operating
appropriations. The combined total is $9,539.8. In addition, the University of Alaska is
appropriated endowment funds (FY2000 $2,630.0) in the back section of the budget.

Second, the endowment is identified as the funding source in the Operating Budget's Front
Section (section 4) language that appropriates the "balance™ of the endowment's earning reserve to

ASTF for grants.

The two sections are different. In FY2000 ASTF and AADC would rect've the $9,539.8 and
ASTF would also receive the balance of the endowment as of the end of FY99.

Section 23. Real Estate Surety Fund. As explained at the meeting, this is a new front section
which implements our response to a legislative audit recommendation that the FY1998 RESF
ending fund balance in excess of $500.0 be lapsed to the General Fund. Instead, the section
appropriates the FY1998 excess RESF balance of $60.7 to the Division of Occupational Licensing
for purposes relating to the RESF for FY2000. The department believes that it is inappropriate to
lapse the excess RESF balance into the General Fund since real estate surety fees were collected
specifically to be deposited into the RESF for real estate educational purposes and anticipated
expenditures for claims against the RESF.

H#t a
We certainly would support a proposal to remove the $500.0 ceiling of the RESF from statute as
long as the legislation would be retroactive to FY1998. If this occurred, there would be no need

for front section 23.



FY2000 Operating Budget - Front Section Analysis

Alaska Public Utilities Commission

Operating Budget Sec 3

Monetary Value: 400.0 APUC Receipts (Estimate)
Statutory Authority: AS 42.05.254 & AS 42.06.286

The purpose o fthis section is to reappropriate the June 30, 1999 balance of APUC receipts to the Alaska Public
U tilities Commission for FY2000 operations. A similar front section provision has been included since the FY95
operating budget. The annualamount ofthe carry forward has been reflected in the short forms only since FY97.
The amounts earned forward into FY97, FY98 and FY99 were 198.4,444.7, and 436.2 respectively.

APUC is funded principally by an annual regulatory cost charge in an amount not to exceed .8 percent o fgross
revenue derived from regulated operations. These receipts have been known as APUC receipts since the FY 1998
operating budget. Prior to thattime APUC was funded with GF Designated Receipts or GF Program Receipts. The
proposed budget for FY2000 (without the cany forward amount) includes estimated revenues and total expenditures

0f4,699.2.

This appropriation allows forthe precise appropriation amount to be determined when the final inform ation on lapse
balances becomes available. Including this appropriation in the front section prevents over- or under- stating the

budget for this program.

See also:

SLA 1998 ch 137 sec 4
SLA 1997ch 98 sec 5
SLA 199( ch 117 sec 6
SLA 1995 ch 94 sec 30
SLA 1994 ch 3 sec 31

OMB, 02/24/99



W 2000 Operating Budget - Front Section Analysis

Alaska Seafood Marketing Institute

Operating Budget Section 5

Monetary Value: 200.0 to 500.0 GF/PR

Statutory Authority: AS 43.76.110 & AS 16.51.120

The purpose o fthis section is to reappropriate the June 30, 1999 balance o f fiscal year 1999 general fund receipts
from the salmon marketing tax and from the seafood marketing assessmentto the Alaska Seafood Marketing
Institute for marketing Alaska seafood products during FY2000. A similar front section provision has been included
since the FY96 operating budget. The annual amounto fthe cany forward has been reflected in the short form since
FY97. The amounts carried forward into FY97, FY98 and rY 99 were 300.0,200.0, and 0.0 respectively.

Statutes provide (see AS 43.76.110) that the salmon marketing tax be deposited in the general fund and may be
appropriated by the legislature to the Alaska Seafood Marketing Institute for the purpose ofsupporting the Institute's

salmon marketing program.

The appropriation allows for the precise appropriation amountto be determined when the final information on lapse
balances becomes available. Including this appropriation in the front section prevents over- or under- stating the

budget for this program.

See also:

SLA 1998 ch 137 sec 6
SLA 1997 ch 98 sec 6
SLA 1997 ch 100 sec 70
SLA 1997 ch 100 sec 47
SLA 1996 ch 117 sec 7
SLA 1995 ch 94 sec 31

OMB, 02/24/99



Sec 8 Disaster Relief

a.  Whyis this item a front section (instead of an appropriation in the body or
back of the general appropriation bill). To allow un-gstimatable amounts of
federal receipts received Dy the state for disaster reliefto be appropriated
directly to the disaster relief fund.

b. Can this item be accommodated in the body of the general appropriation bill?
Ifso, how? Ifnat, why. No, because the amount received over a given year

is not known In advance.

c. Ifapplicable, why is the %op_ropriate_d amount shown in the front section and in
the back section of the hill ?.e. Marine ng{hways /stem Fund)? Is this
required or necessary? Not applicable tothis section.

d.Ifapplicable, why are certain appropriations, from the same source of funding,
split between front and back sections of the hill g.e. Ql &Haz)? s this
required or necessary? We estimate $9,000,000 of federal receipts inthe
Disaster Planning and Control comgonent, and use the language in the front
section to accommodate the receipt of more ifthe level of disasters warrants.

e. Whatis the purpose of this front section? See answer to item (a).

f. Whatis the unicue hi_storR/ofthis front section? The legislature preferred
having the appropriation fanguage in the front section.

. Explain how the appropriation language works. Federal receipts associated
) v%ﬁﬁ specific disa?%rggre receive aarll% "deposited" in the disgster relie ffund,

where they are expended according to federal rules and regulations,

h. Howmuch is being appropriated by this section; Is this an estimate or known
amount? There isno specific amount appropriated in this section, as the
amount is unknown.



Operating Budget: HB50/SB30
Front Section Analysis

Section 10. Federal Subsistence Funds

This item appears in the front section of the bill because there is contingency language that must
be met before the State can receive the funds. Ifthe terms of the appropriation are met, this
amount would become an annual appropriation that would be included in the back section of the
bill in the appropriate section of the department’s budget. This section has a lapse date of June
30,2001 specified in section 37 because it is the start-up year of the program.

The $11 million represents the amount the federal government anticipated would be required for
it to duplicate the department’s data collection and management system. As the situation stands,
if there is a constitutional amendment put on the ballot, the $11 million would be made available

to the state. It would be used for the following purposes.

1) The department would use about $3 million to get the Subsistence Division back to the kind
of program it had prior to 1989. This would fund the collection and use of information on
subsistence uses on federal lands (60% of the state), which allows the state boards to provide
for subsistence uses without unnecessarily restricting commercial and recreational uses on
federal lands. The federal government used to provide ANILCA reimbursement to the
Subsistence Division to do this type of work; but the reimbursement ended with federal
management. (Section 805 (e) (1) of ANILCA states that the Secretary of the Interior shall
reimburse the state up to $5 million for subsistence management and the regional council
program.) Under this appropriation, the state is essentially taking this part of the piogram
back again. This is not a program that will result in cuts elsewhere in the department’s
budget. This part of the $11 million allows for updating information on subsistence use by
Alaska residents using federal lands for areas where data collection last occurred prior to

federal management.

2) Partofthe $11 million would be used to support the state’s resumption of the regional
council system. At least $3 million would be needed to provide support and to provide
information to the regional councils. This regional council system is an expanded system
from the one previously used by the state, so it will cost more and needs to be integrated and

coordinated with the existing advisory committee system.

3) Partofthe $11 million would go to resource assessment and harvest reporting programs. The
federal programs have been doing wildlife resource assessment, some of it associated with
subsistence management. There are many areas where we have not been doing wildlife
assessment because of state fiscal cutbacks and the federal programs have been filling in the
gap, only on federal lands. There are also fish and wildlife resources that do not get the
attention they need because they are not high profile commercial or sport resources. For
example, we know very little about the population or distribution of Yukon River Coho or
Kuskokwim River Chinook, which are both significant subsistence species. Further, the
federal and state programs have raised expectations that these assessment projects occur in



collaboration with regional and local organizations and communities. This federal money
would enable cooperative agreements to happen.

Like all other federal funds received by the department, the funds for this program would be
provided under the terms of a contractual agreement: The department would propose language
that would exempt the state from any repayment of funds if we had made, a good faith effort, but
for some reason failed to fully comply with the federal law. The department will not propose
any general fund reductions as a result of receiving this funding. As detailed above, the
appropriation is intended to augment the department’s current efforts. If no “solution” is
reached, the department would continue to work with the federal government on specific
contracts that provide a benefit to the state fish and wildlife management regime.
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CONFERENCE REPORT

The committee of conference on the disagreeing
votes of the two Houses on the rymcndmcat of the Senate
to the hill (HIR* 4328) “making appropriations for the
Department of Transportation and related agencies for
the fiscal year ending September 30, 1999, and for other
purposes”, having met, after full and free conference,
have agreed to recommend and do recommend to their re-
spective Houses as follows:

That the House recede from its disagreement to the
amendment of the Senate, and agree to the same with an
amendment, as follows:

In lieu of the matter stricken and inserted by said
amendment, insert:

DIVISIONA—OMNIBUS CONSOLIDATED
APPROPRIATIONS

That the following sums are appropriated, out ofany

money in the Treasury not otherwise appropriated, far the
"several departments, ageru Us, corporations and other orga-
nizational units of the Government for the fiscal year

1999, andfor other purposes, namely:

02-24-99 16:33 RECEIVED FROM:9074656978
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N aturalResource Damage Assessm entand

Restoration

mNATURAL RESOURCE DAMAGE ASSESSMENT FUND

To conduct natural resource damage assessment ac-
tivities by the Department of the Interior necessary to
carry out the provisions of the Comprehensive Environ-
mental Response, Compensation, and Liability Act, as
amended (42 z3.5.C. 9601 et seq.)t Federal W ater Pollution
Control Act, as amended (33 U.S.C. 1251 et seq.), the OH
Pollution Act 01990 (Public Law 101-380), end Public
Law 101-337; $4,492,000, to remain avaHabh until ex-
pendedmProvided, That unobligated and unexpended bal-
ances in the United States Fish and W ildlife Service, Nat-
ural Resource Damage Assessment Fund account at the
end offiscal year 1998 shall be transferred to and made
a part of the Departmental Offices, Natural Resource
Damage Assessment and Restoration, Natural Resource
Damage Assessment Fund account and shall remain avoH -
abU until expended.

MANAGEMENT OF FEDERAL LANDS FOE SUBSISTENCE USES
SUBSISTENCE MANAGEIVENT, DEPARTMENT OF THE

- INTERIOR

For necessary expenses of bureaus and offices of the
Department of the Interior to manage federal lands in
Alaska for subsistence uses under the provisions of Title

VIIl of the Alaska Naticmol_Intertst Lands Conservation

RECEIVED FROM:9874656878
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Ad (Public Law 95-487 et seq.) except in areas described
in section 339(a)(1) (A) and (B) of this Act, $8,000,000
to become available on September 30, 1999. and remain
available until expended: Provided, That if prior to Octo-
ber 1, 1999, the Secretary of the Interior determines that
ike Alaska State Legislature has approved a bH_ or resolu-
tion to amend ike Constitution of the State ofAlaska that,
I f approved by the electorate, would enable the implemen-
tation of state laws ofgeneral applicability which are con-
sistent with, and which provide far the definition, pref-
erence and participation specified in sections 803, 804;
and' 805 of the Alaska National Interest Lands Conserva-
tion Act. themSecretary of the Interior shall make an
$8,000,000 grant to the.State ofAlaskafar the purpose of
assisting that St~U in fulfilling its responsibilities under
sections 803, 804, and 805 of that Act: Provided further,
That if, oh June A 1999, the Secretary is unable to make
a determination that the Alaska State Legislature has ap-
proved a bid or resTlution to amend the Constitution ofthe
State ofAlaska that, if approved by the electorate, would
enable the implementation of state laws ofgeneral applica-
bility which are consistent with and which provide for the
definition, preference and participation specified in sec-
tions 803, so4, and sos of the Alaska National Interest
Lands Conservation Ad, $1,000,000 of these funds shall

RECEIVED FROM:98746S687B
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609 .
become available on June 1, 1999, and shall remain avail-
able until expended (wiih expended amounts t0O be sub-
tracted from the amount that could be granted to the
state)yfor the Secretary to conduct data gathering and re-
search on subsistence usee, and formulate plans for oper-
ational aspects and in-season management, but not to im-
plement and enforce subsistence use management beyond
those public lands which as of October 1, 1998, were sub-
ject tofederal managementfor subsistence uses pursuant to
Tide VUI ofthe .Alaska National Interest Lands Conserva-

tion Act

Adm inistrative P rovisions
There is hereby authorized for acquisition frommavail-
abU resources within the Working Capital Fund, 15 air-
craft, 10 cf whichshall bejor replacement and which may
be- obtained by donation, purchase or through available ex-
cess surplus property: Provided, That notwithstanding any
other provision of law, existing aircraft being replaced
may bt sold, with proceeds derived or trade-in value used
to offset the purchase price for the replacement aircraft:
Provided further, That no programs funded with appro-
priated funds in the ‘Departmental Management™, ,IOffvce
of the Solicitor”, and “Office of Inspector General” may
be augmented through the Working Capital Fund or the
Consolidated Working Fund.

RECEIVED FROM:9874656878B
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MANAGEIfENI' OF NATIONAL FOREST LANDS FOR
SUBSISTENCE USES
3UB3IB}'IZNCE MANAGEMENT, FOREST SERVICE
For necessary expenses of the Forest Service to man-
age federal lands in Alaska Jar subsistence uses under the
provisions af Title VU1 of the Alaska National Interest
Lands Conservation Act (Public Law $6-437 et seq.) ex-
cept in areas described in section 339(a)(1)(A) and (B) of
this Act, $m3000,000 to become available on September 30
1999, and remain available until expended: Provided,
That if prior to October 1, 1999, the Secretary of the Inte-

rior determines that the Alaska State Legislature has ap-

. proved a hill or resolution to amend the Constitution of the

State of Alaska that, if approved by the electorate, would
enable the implementation, of state laws of general applica-
bility which are consistent with, and which providefor the
definition, pnfererwe and participation specified in sec-
tions 803, 804, and 805 of the Alaska National Interest
Lands Conservation Act, the Secretary of Agriculture shall
make a $3,000,000 grant to the State of Alaska far the
purpose of assisting that State in fulfilling its responsibil-
ities under sections 903, 804, and 90S of that Act.
ADItINISTRATIVK PROVISIONS, FOREST SERVICE
Appropriation* to the Forest Service for the current
fiscal year shall be availablefar: (1) purchase ofnot to ex-

ceed 177 passenger motor vehicles ofwhich 22 will be used
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primarily for law enforcement purposes and of which 176
shall befor replacement; acquisition of25 passenger motor
vehiclesfrom excess sources, and hire ofsuch vehicles; oper-
ation and maintenance of aircraft, (he purchase of not to
exceed two for replacement only, and acquisition cf suffi-
cient aircraft from excess sources to maintain the operable
fleet at 213 aircraftfor use in. Forest Service wildlandfire
programs and other Forest Service programs; notwith-
standing other provisions of law, existing aircraft being re-
placed may be-told, with proceeds derived or trade-in
value used to offset the purchase price for the replacement
aircraft; (2) services pursuant to 7 U.S.C. 2225, and not
to exceed $100,000 for employment under 5 U.S.C. 3109;
(3) purchase, erection, and alteration of buildings and
other public improvements (7 U.S.C. 2250); (4) acquisition
of land, waters, and interests therein, pursuant to 7 U.S.C.
*428a; (5) for expenses pursuant to the Volunteers in. the
National Forest Act of 1972 (16 U.S.C. 558a, 558d, and
558a note); (6) the cost of uniforms as authorised by 5
U.S.C. 5901-5902; and (7) for debt collection contracts in
accordance with 31 U.S.C. 3718(c).

~ None ofthefunds made, available under this Act shall
be obligated or expended to abolish any region, to move or

dose any regional office for National Forest System ad-

ministration of the Forest Service, Department of Agri*
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[inetf petroleum product claimsfor direct restitution is al-
located equitably among the claimants.".

SEC. 338. Section 123(a)(2)(C) of the Department of
the Interior and Related Agencies Appropriations Act,
1998 (111 Stat. 1566), is amended by striking *“self-regu-
lated tribes such as”™

Sec. 339. (a) Restriction on Federal Manage-
ment Under Title VIIl op the Aiaska National In-
terestLands ConservationAct.—

(1) Notwithstanding any other provision of law,
hereafter neither the Secretary of (he Interior nor the
Secretary of Agriculture may, prior to December 1,
2000, implement or enforce anyfinal rale, regulation,

» or policy pursuant to title VIII of the Alaska Na-
tional Interest Lands Conservation Act to manage
and to assort jurisdiction, authority, or control over
land, water, and wildlife, in Alaska for subsistence
uses, except within—

(A) areas listed in 50 CJFJt. 100.3(b) (Oc-
tober 1, 1998) and

(B) areas constituting “public land or pub-
lic lands™ under the definition of such term

found at 50 CJFJR. 100.4 (October 1, 1998).

(2) The areas in subparagraphs (A) and (B) of

paragraph (1) shall only be construed to mean those

RECEIVED FROM:9874656078
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public land which as of October 1, 1998, were subject

to federal management for subistencc uses pursuant to
Title V111 ofthe Alaska National Interest Lands Con-
servation Act

(b) Subsection @j Repealed.—
(1) The Secretary of the Interior shall certify be-

fore October |, 1999, if a bill or resolution has been
passed by the Alaska State Legislature to amend the
Constitution of the State of Alaska that, if approved
by the electorate, would enable the implementation of
state laws of general applicability consistent with,
and which provide for the definition, preference, and
participation specified m sections SOS, 804, and SQ5
of the Alaska National Interest Lands Conservation
Act.

(2) Subsection (a) shall be repealed on October 1,
1999, unless prior to that date the Secretary of the
Interior makes such a certification described in para-
graph (2).

(c) Technical amendments to the Ataska Na-
tional Interest Lands Conservation Act— Section

805 of the Alaska National Interest Lands Conservation

-Act (16 U.S.C. 3115) is amended—
1) vn subsection (a) by striking ‘one year after

the date ofenactment ofthis Act,1
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Senate Finance Committee Questions regarding

t
FRONT SECTIONS

Section 11: Fish and Game Enforcement

d.

Why is this item a front section (instead of an appropriation in the body or back of the
gen%ral appropriation bﬁﬁ? | PROp y

This front sec‘i?n a Pro riation transfers revenues deﬁ]osited by the courts related to
Fish and Wildiife Pro ecijlon cases to é e Fish and Ge} f Fund Ko creaée afunj‘mg
source to strengthen enforcement and prosecution or Alaska’s fish and game lav/s and

regulations.

Can this item be accommodated in the body of the general appropriation hill? If so,
how? If not, why?

There is no provision for inter-fund_transfers in agency operating budgets. The front
Ion | r}g ' i Wthg mgec%

section |sg sently the onlg place in the operating bilf that allows a mechanism to
permit these types of transactions.

Ifa lPlicable, why is the appropriated amount snown in the front section and in the
back section of the hill?

The front section transfers funding to the Fish and Game Fund. The Departments of
Law ana PubHc Safety stEﬁ neec] ogpe_ratqng appropriata}ons from theqeg?sﬁgture t0
expend these funds In the back section.

If applicable, why are certain appropriatjops from the same source of funding, split
beta/%en ?ront an%%a& sectlor%J ofF%he bill? s this required or necessary? I

Not applicable to this section.
What is the purpose of the front section?

To implement a policy of usin% criminal fines n%forfe'tures generated from
enforcement, mvesﬂgatlon and prosecution of fish and game"cases to support these

programs.
What is the unique history of this front section?

In FY 98, the legislature approved an administration request to transfer receipts from
criminal fines, en?ltl_esa forfeltures |m;rosed for violatjon of AS 16 and na
Implementing regulations from the Gener? Fund to the Fish and Game Fund. The
go Was t0 firo eﬁn?(n;GFneral Fund funding so&Jrce 0 s_tren%then enforcement
na prosecution of Alaska's fish and game laws and requlations by the Departments

of Public Safety and Law.

G:\OObudget\Jegls\legfin\Senate Financa Front Section Questions



0. Explain how the appropriation language works;

The f ront sectlon transfers receipts related to |sh and (]g:ame related cnmlnal flnes
Benatles and orfelturesfrom the General Funa tothe Ish and Game, Fund.
epartment of Law and the Department of Public Safety, Division of Fish and W||d||f

Protectlon reflect operating appropriations funded in part by these Fish and Game
Fund receipts.

h. How mtuch I being appropriated by this section? Is this an estimate or known
amount?

Section 11 transfers all funds related to.criminal fines, penalties and forfejtures

|m 0e forwgl(%lons of AS.16 and Its im Iem nting statutes from 5he rior fiscal
. The FY 2000 request is Fseduo FY 9re enues !n FY 99 e department

est|mates $777.6 Inrevenue collections plus a carry forward from FY 98 of $399.6.

The fundin ource IS an estimate hased upon net fines Olshown on ¢ urtP|ud ements

receive i e erpartment of Public Saf t@and entered in the Alaska Public Safety

Information Network (APSIN) database.

Back section appropriations depending upon this front section appropriation incluae:
Department of Public Safety - Fish and Wildlife Protection: $1,060.7

Department of Law - Criminal Division: $132.1

G:\00budgijt\iegis\legfin\Scnate Finance Front Section Questions



Senate Finance Committee Questions Regarding Front Sections
of the Operating Budget Bills HB 50/SB 30

Department of Community and Regional Affairs (DCRA)

Sec. 12. FOUR DAM POOL TRANSFER FUND. The amount available in the four dam pool transfer fund
(AS 42.45.050) during fiscal year 2000 is appropr.ated to the following funds in the following percentages for

the purposes set out in AS 42.45.050:

Power cost equalization and rural electric 40percent
capitalization fund (AS 42.45.100)

Southeast energy fund (AS 42.45.040) 40percent

Power project fund (AS 42.45.010) 20percent

a./b. The four dam pool transfer fund consists of repayments of principal and income that would have been
deposited in the former power development revolving loan fund under former AS 44.83.500. These funds are
paid to DCRA from the Alaska Industrial Development and Export Authority (AIDEA), and represent revenues
earned from the debt service portion of power sales generated by the four dam pool in the prior fiscal year.

This item is a front section item because the appropriation is for a percentage of an amount that has yet to be
earned, let alone deposited, into the four dam pool transfer fund. Several factors determine the amount
deposited into the fund. The first is the actual amount of power sold (measured by kilowatt hour) during the
prior state fiscal year. The debt service portion of those revenues is calculated at .04 cents per kwh. The second
factor is that the Agreement between the Alaska Energy Authority and the Power Management Committee
(PMC) has a “self-help” clause that, if invoked, allows the PMC to keep up to 100 percent of the debt service
revenues for maintenance and repairs of the dams and transmission lines. Based upon these factors, it is not
possible to determine a dollar amount until after June 30 of the fiscal year.

e. The purpose of Section 12 of HB 50/SB 30 is to capitalize the power cost equalization, southeast energy, and
power project funds by making the appropriation referenced in AS 42.45.050(b): “Subject to appropriation, the
department shall transfer the balance of the four damn pool transfer fund...”. Although DCRA would continue
to receive funds from AIDEA and deposit them to the four dam pool transfer fund, without this appropriating

language, DCRA would not be able to transfer any funds out.

f. Chapters 18 and 19, SLA 1993, transferred certain energy programs and funding from the Alaska Energy
Authority to the Department of Community and Regional Affairs. Chapter 18, SLA 1993 created a new Chapter
45 under Title 42 “Rural and Statewide Energy Programs,” and established within DCRA several power
assistance funds. Specifically, in reference to this front section, the legislation established the power cost
equalization and rural electric capitalization fund, the southeast energy fund, the power project fund, and the

four dam pool transfer fund.

The first appropriation to transfer the balance of the four dam pool transfer fund was included in the FY 1995
operating appropriations bill as Section 33 of CCS HB 370, which was enacted as Chapter 3, SLA 1994. The
language used then is identical to the language contained currently in Section 12 of HB 50/SB 30, and has been
included in every operating appropriations bill since the 1994 legislative session.

g. Typically, DCRA receives the payment for the four dam pool transfer fund from AIDEA in July for revenues
earned in the preceding fiscal year. The appropriation language in Section 12 of HB 50/SB 30 “...available in
the four dam pool transfer fund (AS 42.45.050) during fiscal year 2000...” is interpreted to mean that the funds
received from AIDEA in July of FY 2000 are from fiscal year 1999. Once those funds are deposited, DCRA has
the number it needs to calculate the 40/40/20 split and initiate the revenue transfers to the other power assistance

funds.

Community & Regional Affairs 2/24 09



h. The current estimate of deposit to the four dam pool transfer fund in FY 2000 is $9,493,720. The transfer

would be as follows:

Power Cost Equalization & Rural Electric Capitalization Fund $3,797,488 = 40%
Southeast Energy Fund $3,797,488 = 40%
Power Project Fund $1,898,744 = 20%

f.I. The difference between the deposit in FY 1999 of $5,144.8 and the projected deposit in FY 2000 of
$9,493.7 is due to invocation of the “self-help” clause mentioned under a” above. The Power Management

Committee retained $5.5 million in FY 1999 for maintenance and repairs.

Community & Regional Affairs 2/2-1/99



FY2000 Operating Budget-Front Section Analysis

Information Services Fund

Operating Budget Section 13

Monetary Value: 55.0 Statutory Des PR
Statutory Authority: AS 44.21.045

This section appropriates $55.0 statutory designated program receipts into the
information services fund (ISF). A front section is required to appropriate receipts from

non-state entities into the ISF.

Per AS 44.21.045 funds received by the Department of Administration from state
agencies as reimbursement for information services are to be deposited into the ISF. The
Information Technology Group offers services to some entities other than state agencies
or political subdivisions. In FY 1999 the following non-state entities are projected to use
ISF services: Tanana Chiefs Conference, Copper Valley Celluiar, Kenai Peninsula
Borough, Mat-Su Borough, Glenailen Schooi District, Kenai TV, Municipal Light and
Power (Anchorage), and US Govemment-FAA/NOAA.

This appropriation has been made in the front section since FY 1995.

This is an estimate of the authorization necessary to cover non-state or political

subdivision activity.



Division of Insurance

Operating Budget Section 15

Monetary Value: 2,500.0 GF/Program Recipts (Estimate)
Statutory Authority: AS 21.06.250

The purpose of this section is to reappropriate the June 30, 1999 balance of unexpended
and unobligated fiscal year 1999 general fund program receipts from insurance licensing
revenues for operating costs for the Division of Insurance in FY 2000. The department
believes that it is inappropriate to lapse the excess general fund/program receipts into the
General Fund since the receipts are collected from the insurance industry to cover the

cost of regulating the insurance industry.

A similar front section has been included since the FY 1997 operating budget. The annual
amount of the carryforward has been included in the short form since FYJ.998. The carry
forward amounts for FY1997, FY 1998 and FY 1999 were $901.0, $1,700.0 and $2,665.0
respectively. Reductions to the division’s operating budget have been made in the past
two fiscal years in anticipation of the front section carry forward sections.

This appropriation allows for the precise appropriation amount to be determined when the
final information on lapse balances becomes available. Including this appropriation in
the front section prevents over- or under- stating the budget for this program. In addition,
funds generated by this self-supporting program are prevented from lapsing into the
General Fund. W ithout the front section provision, an increase to the back section
appropriation for this program would be required to achieve the level ofservice proposed

for FY2000.



Division of Occupational Licensing

Operating Budget Section 19

Monetary Value: $1,000.0 GF/Program Recipts (Estimate)
Statutory Authority: AS 08.01.065

The purpose of this section is to reappropriate the June 30, 1999 balance of unexpended
and unobligated fiscal year 1999 general fund program receipts from occupational
licensing revenues for operating costs for the Division of Occupational Licensing in
FY2000. The department believes that it is inappropriate to lapse the excess general
fund/program receipts into the General Fund since the receipts are collected from the

licensees to cover the cost of regulation.

A similar front section has been included since the FY 1996 operating budget. The annual
amount of the carryforward has been included in the short form since FY1998. The
amounts carry forward for FY1997, FY 1998 and FY 1999 were $1,386.4, $1,480.0 and
$1,529.5 respectively. No authorization was posted for FY1996. Reductions to the
division’s operating budget have been made in the past two fiscal years in anticipation of

the front section carry forward sections.

This appropriation allows for the precise appropriation amount to be determined when the
final information on lapse balances becomes available. Including this appropriation in
the front section prevents over- or under- stating the budget for this program. In addition,
funds generated by this self-supporting program are prevented from lapsing into the
General Fund. Without the front section provision, an increase to the back section
appropriation for this program would be required to achieve the level of service proposed

for FY2000.



Oil and Hazardous Substance Release Prevention Account and Response Account
Operating Budget: Sections 20(1)-(2) and 21(1)-(2)
Statutory Authority: AS 37.05.142

AS 46.08.010

AS 46.08.020

AS 46.08.025

AS 43.55.201

AS 43.55.300

The Oil and Hazardous Substance Release Prevention and Response Fund (Response Fund) was
created by the Legislature in 1986 to provide a readily available funding source to investigate, contain,
clean up and take other necessary action to protect public health and welfare and the environment from
the release or threatened release of oil or a hazardous substance. Statutes governing the Response
Fund were amended in 1989, 1990, 1991, and 1994. The 1994 amendment made major changes to the
Response Fund structure by dividing the Response Fund into two separate accounts: the Prevention

Account and the Response Account.

The Prevention Account is Financed from two revenue sources:
* Fines, settlements, penalties, and fund interest (AS 46.08.020); and
e A three cent per barrel surcharge levied on each taxable barrel ofoil produced in the State (AS

43.55.300).

Revenue received by the state under AS 46.08.020 is deposited in the general fund and maintained in a
separate account for specific program expenditures as required by AS 37.05.142. The annual estimate”
balance in that account may be appropriated by the legislature to the Prevention Account in the Response
Fund (e.g., a fund transfer). Section 20(1) in the front section of SB 30 is the required fund transfer
mechanism. Since itis not possible to predict fines, settlements, penalties, and fund interest to be accrued
by some future date, section 20(1) provides for the transfer of the estimated balance as of July 1, 1999.
Likewise, revenue received by the state under AS 43.55J00 is deposited in the general fund and
maintained in a separate account for specific program expenditures as inquired by AS 37.05.142. The
annual estimated balance in that account may be appropriated by the legislature to the Prevention Account
in the Response Fund (e.g., a fund transfer). Section 20(2) in the front section of SB 30 is the required
fund transfer mechanism. The $10.9 million included in section 20(2), page 7, line 8 of HB 50 for transfer
into the Prevention Account in the Response Fund are the estimated earnings from the state’s petroleum
production tax and royaltyxevenue forecast based on the three cent per barrel surcharge. That amount is
reflected on page 36 (Petroleum Production Tax and Royalty Revenue Forecast) ofthe Department of

Revenue’s fall 1998 Revenue Sources Book.

The Prevention Account may be used to respond to oii and hazardous substance releases that have not been
declared a disaster by the governor. In addition, the Prevention Account may be used to fund Alaska's oil
and hazardous substance release and prevention programs. The legislature appropriates money from the
Prevention Account to support DEC and other state agencies for spill prevention and preparedness
planning activities. Appreciations from the Prevention Account are reflected as fund sources for agency

operations in the “back section” of the appropriations bill.



The Response Account is also financed from two revenue sources:

» Money recovered from responsible parties (AS 46.08.025(b)), and

A two cents per barrel surcharge levied on each taxable barrel of oil produced in the State (AS
43.55.201). The surcharge is suspended when the Response Account balance reaches $50 million.
Suspension begins on the first day of the calendar quarter following a realized balance in excess of $50

million.

Revenue received by the state under AS 46.08.025 is deposited in the general fund and maintained in a
separate account for specific program expenditures as required by AS 37.05.142. The annual estimated
balance in that account may be appropriated by the legislature to the Response Account in the Response
Fund (e.g., a fund transfer). Section 21(1) in the front section of SB 30 is the required fund transfer
mechanism. Since it is not possible to predict monies recovered or otherwise received from parties
responsible for the containment and cleanup of oil or a hazardous substance to be accrued by some future
date, section 21(1) provides for the transfer of the estimated balance as of July 1, 1999.

Revenue received by the state under AS 43.55.201 is deposited in the general fund and maintained in a
separate account for specific program expenditures as required by AS 37.05.142. The annual estimated
balance in that account may be appropriated by the legislature to the Response Account in the Response
Fund (e.g., a fund transfer). The $50 million balance was exceeded in December 1994, and the surcharge*
was suspended as of April 1995. Because the two cent surcharge suspension remains in effect as of this

date, section 20%2) reflects no revenue estimate.

The Response Account may be used to finance the state’s response to an oil or hazardous substance release
disaster declared by the governor, or to address a release or a threatened release that poses an imminent
and substantial threat to the public health or welfare, or to the environment. To access the Response
Account for any incident other than a declared disaster, DEC must notify the governor and the Legislative
Budget and Audit Committee within 120 hours of using the money from this account.

Front section language governing fund transfers into the Response Fund was first included in section 16 of

Chapter 154 SLA 89.

A visual schematic of the fund transfer process is also attached.
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Department of Labor

Section 25 Safety Advisory Council

This section allows the department to bring any excess revenues from the previous year's

annual Safety Advisory Conference budget, which were not needed to cover the
expenditures necessary to plan and coordinate the conference, into the next fiscal year. If
the revenues in any given year do not cover the expenses of that year, this transfer
essentially becomes the safety net so that the conference can still be held. This
component's sole purpose is to plan and coordinate this conference and it is fully funded

with program receipts from the conference fees.



Salmon Enhancement Tax

Operating Budget Sec 27

Monetary Value: 4,100.0 General Fund (Estimate)
Statutory Authority: AS 43.76.010-040

The salmon enhancement tax is collected by the Department of Revenue on the sale of
salmon in areas where regional aquaculture associations have been formed by iocal
fishers, and those fishers have approved a tax. After the funds are appropriated by the
legislature to the Department of Commerce and Economic Development, they are
distributed to the regional aquaculture associations. Dispersemcnt ofthe funds is
accomplished through the review of annual budgets submitted by the regional
associations. The actual tax receipts are appropriated in the front section as a formula
funded program appropriation from the general fund. Neither the Department of
Revenue or the Department of Commerce and Economic Development charge any

administrative fee for the handling of the ftmds.

The front section language has been in the operating budget for several years.



Department of Education
FY2000 FrontSection ltems

Sec. 29 STATE DEBT AND OTHER OBLIGATIONS
(@ The sum of$71,788,100 is appropriated to the Department of Education for state aid
for costs of school construction under AS 14.11.100 from the following sources:

Alaska debt retirement fund (AS 37.15.011) $26,258,600
School fund (AS 43.50.140) $45,529,500
1. Why is this item a front section (instead of an appropriation in the body or back of

the general appropriation bill);

Thefront section language captures all o fthe state debt obligations in one place in the
appropriation bilL

2. Can this item be accommodated in the body of the general appropriation bill? If

so, how? Ifnot, why;

The appropriationfor school debt reimbursement could be shown in the “back”
section ofthe budget and would appear as otherfunds. However, there would still
need to be sufficientfunding deposited into the debt retirementfund if thatfunding

source is used tofund school debt reimbursement.

3. What is the purpose of this front section;

The purpose, o fthefront section is to clearly identify the amount offundsfrom the debt
retirementfund that are being appropriatedfor all state debt obligations.

4. W hat is the unique history of this front section;

The debt retirementfund was established in Ch. 87, SLA 1991. Following is a listing
o fappropriations beginning in FY92:

FY92- Ch. 73,SLA 1991, pg. 18, In. 12- back section - $128,986,100 GF

FY93 - Ch. 137, SLA 1992, pg. 3, In. 1-5- $127,603,200 GFto debt retirementfund,
$127,603,200 dett retirementfund to DOE. (billfunded DOEformula programs and

school debt retirement)

FY94 - Ch. 5,SLA 1993, pg. 2, In. 31 andpg. 3, In. 1-4 - $99,795,200 generalfund to
debt retirementfund, $99,795,200 debt retirementfund to DOE (billfunded DOE
formula programs and school debt retirement)

FY9S- Ch. 14, SLA 1994, pg 6, In. 26-30 - $103,345,264 generalfund to debt
retirementfund, $103,345,264 debt retirementfund to DOE (billfunded DOEformula

programs and school debt retirement)
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Department of Education
FY2000 FrontSection Items

FY96- Ch. 94, SLA 1995, pg 7, In. 27-30 - $80,322,400 generalfund to debt retirement
fund, $80,322,400 debt retirementfund to DOE (Sec. 27front section o foperating

budget)

FY97- Ch. 117, SLA 1996, pg. 8, In. 27-30 - understate obligations - $68,616,577
debt retirementfund to DOE (Sec. 24(g)front section ofoperating budget)

FY98 - Ch. 98, SLA 1997, pg 8, In. 17-19 - understate obligations - $62,288,400 debt
retirementfund to DOE (Sec. 22(g)front section o foperating budget)

FY99 - Ch. 137, SLA 1998, pg 11, In. 14-17 - under state obligations - $60,804,147 to
DOE; $26,804,147 debt retirementfund and $34,000,000 schoolfund (Sec. 24(h)front

section ofoperating budget)

An additional $15,329,500 in schoolfund revenue was appropriated in FY99 in Ch.
139, SLA 1998, Sec. 29, pg. 12, In. 15-17.

5. Explain how the appropriation language works;

The appropriation language sets out the amountfrom the specificfund source(s)for
the purpose o freimbursing school districtsfor eligible bond costs. This appropriation
is included in the authorizedfundingfor the department

6. How much is being appropriated by this section; is this an estimate or known
amount?

The FY2000 requestfor school debt reimbursement is $71,788,100; $26,258,600from
the debt retirementfund and $45,529,500from the schoolfund. On October 15 each
year, the department receives notificationfrom eligible school districts o fvoter
approval on bondsfor school construction projects and estimated debt service related
to the issuance andpayment ofbonds. This information is used to generate an annual
budgetfor the debtservice payments in accordance with AS 14.100.100.

7. Explain the source of receipts in the school fund

AS 43.50.140provides that the proceeds derivedfrom the payment o ftaxes, fees,

penalties, and licensefees received by the Department o fRevenue shall be paid into a
statefund entitled “School Fund.”” Funds shall be used exclusivelyfor rehabilitation,
construction and repair ofthe state's schoolfacilities, andfor the cost o finsurance on

schoolfacilities.
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Debt Service Cash Flow

($ millions)
State Obligated Debt Service -existing FY 99 FYO0O FY 01
1 Existing General Obligation Debt 8.9 25
2 School Debt Reimbursement 63.0 718 65.1
3 New AHFC Debt Service (SB.360 assumes $200 m bonds over 7 yrs) 7.9 15.8 20.0
4 Existing Lease Financing ' 155 16.3 16.4
5 New Prison Lease Financing (Anch v Delta/Greely)
6 Total Debt Service 95.3 106.4 101.5
Net General Fund Change from Prior Year
7 Cigarette Tax Offset to School Debt Reimbursement from School Fund (31.1) (30.2) (30.2)
8 AHFC Cash Dividend Offset* (32.6) (32.6) (32.6)
9 Cigarette Tax & Other Carryforward in School Construction Fund (15.3)
10 AHFC Carryforward Balance in Debt Retirement Fund (24.7)
Balance in Debt Retirement Fund (14)
11 Net General Fund Requirement (FY99 is a budgeted number) 46.0 2 38.7
12 School Construction ($63 m total)* 17 8.2
State Obligated Debt Service —-proposed"*
13 Corrections (Palmer Fence and Butler Buildings -$10 m) 04 0.8
15 Bethel Public Health Center ($7.9 m) 11
14 DEC Food Safety Lab ($18 m) 15 21
16 Alaska Psychiatric Institute ($18.3 m) 2.6
17 Total Proposed 3.6 148
eAssumes that $17.4 m appropr.. * rducation in FY 99 continues indefinitely.
“ Includes $39 m major maintena'-— _nd$24.1 m school construction. Carry on budget plan as a fiscal note.

“ *Assumes all projects except APl and DEC are financed as a package at 5.0% (or 20 yrs.

" “ Financed at 6% lor 10 yrs.
Financed at 4.5% lor 7 years.

OMB/BP 2124199

FY 02

52.2
33.2
16.0

3.3

104.7

41.9
8.2
0.8
11
21
2.6

14.8

FY 03

49.0
33.2
15.9

6.5

104.6

418
0.2
0.8
11
21
2.6

14.8

110 PM



Storage Tank Assistance Fund
Operating Budget: Section 32
Statutory Authority: AS 46.30.410

In 1984 Congress passed the Hazardous and Solid Waste Amendments to the Resource Conservation and
Recovery Act. Those amendments required, in part, the U.S. Environmental Protection Agency (EPA) to
develop regulations for the design, construction, and installation of new underground storage tanks that
contain petroleum and hazardous substances, as well as the addition of leak detection, corrosion
prevention, and spill and overflow protection to existing tanks. The EPA regulations went into effect in
December 1988. Underground storage tanks installed on or before that date are considered “existing
tanks,” and those tanks installed after that date are considered “new installations.” New installations must
meet the performance standards set out in the regulations at the time of tank installation. Existing tanks

were allowed to phase in these standards over a period of 10 years.

It was evident to lawmakers that Alaska businesses covered by EPA’s underground storage tank regulations

would be hard pressed to meet the new standards. Rather than relying solely on an enforcement program

after problems developed, the legislature enacted Ch. 96 SLA 1990.

DEC promulgated regulations (18 AAC 78) on the general requirements for financial assistance eligibility
ineligible costs, project priority ranking procedures, application requirements, conditions of financial

assistance, and grant payment procedures.

AS 46.03.410 requires the Storage Tank Assistance Fund consist of money appropriated to it by the
legislature. In FY91 the Storage Tank Assistance Fund received an initial capitalization of $6.0 million
GF in fiscal year 1991 (Ch. 209 SLA 1991, sec. 36, page 78, line 14.) In FY99 the Storage Tank
Assistance Fund was funded exclusively by a transfer from the Prevention Account of the Qil and
Hazardous Substance Release Prevention and Response Fund (Response Fund). Section 32 in HB 50/SB

30 is the required fund transfer mechanism for FYOO.



PROGRAM

Summary of UST Financial Assistance Programs

DESCRIPTION

Tank Cleanup Grant Program active. Application period

& Loan Program

Tank Upgrade
& Closure Grant

Program

Reimbursement

sunset June 30, 1994. * Funds
currently allocated to the program

through FY99.

Program active. Application period
sunset December 30, 1994. Funds
currently allocated to the program
through FY99.

Program inactive, funding given

ELIGIBLE COSTS

Provides funds directly to the
owner/operator specifically to
cover costs o f risk assessment,
containment, corrective action,
and cleanup.

Provides funds directly to the
owner/operator specifically to
cover costs o fremoval, upgrade,
or replacement of UST system
Provides reimbursement for the

costs o frisk assessment,

ASSISTANCE PROVIDED

Up to SI million per occurrence, and
owner/operator is responsible for 10%
oftotal cleanup costs (not to exceed
$25,000), which is excluded from the
grant.

Grants for upgrade, replacement or
closure ofan UST comprising up to
sixty percent o f the total eligible costs
up to $60,000.

Total costs for reimbursement to an

owner/operator under this program

Program lower priority by statute.
Applications had to be submitted containmen*, cleanup, corrective not to exceed $200,000. The
by March 5, 1991. To date, action, upgrading or closure owner/operator must have applied for
although $3.4 million has been activities on or afier December this program before March 5, 1991.
applied for, no funds have been 22. 1938 and before September
allocated for the program. 5. 1990. |
ACleanup applications were accepted through June 30, 1996 for those applicants that had an ~

upgrade and closure application on file on or before December 30, 1994 and discovered and
reported contamination before July 1, 1996 and can prove that contamination occurred before

December 22, 1993.

What is a Regulated Underground Storage Tank?

 Regulated tanks are predominantly motor fuel tanks.

* In general, gasoline, diesel and waste oil tanks greater than 110 gallons are regulated, although there
are some exemptions.

» Heating oil tanks are NOT regulated.
* Residential motor fuel tanks less than 1,100 gallons for farm or residential use are NOT regulated.

Who is Eligible for Financial Assistance?

* Any commercial or private owner or operator of underground storage tanks regulated by the
Underground Storage Tank Regulations (18 AAC 78) is eligible for financial assistance. Essentially, if
a tank owner pays into the program through a registration fee, the tank is eligible for assistance.

» Village, city, borough,"br municipally owned tanks are eligible.

e State and federal owned tanks are NOT eligible.

What Kind of Tanks are Eligible?
» Industrial, contracting, auto dealerships, car rental agencies, trucking and transportation firms

comprise 26% of the eligible tanks.
* Nearly 20% ofthe eligible tanks are used for aircraft refueling, both commercial and private.
» Utilities, fire stations, police and ambulance services total approximately 19% of the eligible tanks.
e Less than 30% ofthe eligible tanks are fuel retailers such as gas and service stations.



How Are the Funds Allocated?
Fund appropriated by the legislature to the Storage Tank Assistance Fund are allocated annually by the

Board of Storage Tank Assistance. The Board makes the annual allocations after taking into consideration
the amount of money in the Fund, the money required to meet the needs for each program as supported by
approved applications, and the requirement that the greatest priority be given to funding underground

storage tanks that present the greatest threat or potential threat to human health.



STORAGE TANK ASSISTANCE FUND

f OIL&HAZARDOUSSUBSTANCE
Release Prevention &Response Fund

Prevention Account
vUses under AS 46.08.040(a) (2)(G)a

LEGISLATIVE APPROPRIATIONS
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Ch. 96, SLA 1990
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Department of Education

FY2000 Front Section Items

Sec. 33 STUDENT LOAN PROGRAM. The amount from the student loan borrowers
of the Alaska Commission on Postsecondary Education that is assessed for loan
origination fees for the fiscal year ending June 30,2000, is appropriated to the origination
fee account (AS 14.43.120(u)) within the student loan fund of the Alaska Student Loan

Corporation for the purposes specified in AS 14.43.120(u).

i Why is this item a front section (instead of an appropriation in the body or back of
the general appropriation bill);

Use o fthisfee is specified as an offset o floan losses due to death, disability,
bankruptcy ami default o fborrowers. The specific statutory cite iSAS 14.43.1?0(u).
Thesefees are appropriated in thefrontsection o fthe bill so that, even though the
lossesfor which thefees will eventually be an offset will occur infuture years, the
corporation canput thefees into the appropriatefund, record it on ourfinancial
statement as an offset againstfuture losses andfully benefitfrom the collection ofthe
fee as apositive influence on the corporation's cashflows. The cashflows are the
mechanism whereby the corporation demonstrates its debt coverage and gains approval
for its annual issuance o fnew debt through the bond sale. Because the amount ofthe
fee is apercentage ofloans made-it is difficult to reference a dollar amount. Itis
appropriate to include the language in thefront section.

2. Can this item be accommodated in the body of the general appropriation bill? If
so, how? Ifnot, ¢ .y;

Since there is no dollar amount attached, it would be difficult to include the language
in the “back’ section o fthe appropriation bill.

3. What is the purpose of this front section;
Explained in response to question number one.
4. What is the unique history of this front section;

AS 14.43.120(u) inserting a loan guaranteefee, was added through Ch. 63, SLA 1993
and became effective July 1,1994. The specificfront section language has been
included in thefollowing operating budgets:

FY97-Ch. 117, SLA 1996, Sec. 27;
FY98- Ch. 98, SLA 1997, Sec. 26; and
FY99- Ch. 137, SLA 1998, Sec. 28.

5. Explain how the appropriation language works;
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Explained in response to question number one.

6. How much is being appropriated by this section; is this an estimate or known
amount?

No dollar amount is being appropriated.

7. What is the purpose of loan origination fees;

Explained in response to question number one.

8. Are they limited to covering costs associated with loan defaults

Explained in response to question number one.
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Sec. 4 TEACHER CERTIFICATION. The unexpended and unobligated balance on
June 30, 1999, of the Department of Education, teacher certification general fund
program receipts from certification fees under AS 14.20.020© is appropriated to the
Department of Education, teacher certification, for operating costs for the fiscal year
ending June 30,2000.

1. Why is this item a front section (instead ofan appropriation in the body or back of
the general appropriation bill);

Ch. 57, SLA 1997, required that the department establishfees sufficient to cover the
cost o fcertifying and disciplining teachers in Alaska and that the program be self-
supporting beginning July 1,1998. The legislation also requires that applicantsfor
teacher certification pass an examination in r;Jcr to become licensed. Fees collected
from applicants cover the Professional Teaching Practices Commission budgetof
$187,400 and Teacher Certification o f$676,400.

The number o fapplicationsfor teacher certification increasefrom April through June
which makes it difficult to estimate the receiptsfor thefiscalyear. In order to have
funds available to make payroll on July 1, the department needs to have the
authorization to carryforwardprioryear receipts. These receipts help tofund the
programfor the currentyear.

There is not sufficient history at thispoint to determine the appropriatefee structure
and timing ofreceipts. There are many variables including the new teacher
examination, education reform efforts, retirement incentive programs, and hiring
practices that affect the number o fapplicants.

2. Can this item be accommodated in the body ofthe general appropriation bill? If

so, how? Ifnot, why;

No. There is no way to determine during the budget development how much will be
available to carryforward.

3. W hat is the purpose ofthis front section;
Explained in response to question number one.
4. W hat is the unique history of this front section;

This language was included in the FY99 Operating Budget, Ch. 137, SLA 1998, Sec.
29,for thefirst time and allowed carryforward o f unexpended, unobligated receipts

from FY98.
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5. Explain how the appropriation language works;

Explained in response to question number one.

6. How much is being appropriated by this section; is this an estimate or known
amount?

There is no way to determine during budget development how much will be available to
carryforward.

7. Why is this a front section?
Explained in response to question number one.
8. Estimate of FY99 carryforward

The estimate at this time is approximately $70,000.
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Section 35. Test Fishery Receipts

This item appears in the front section of the bill, with a corresponding back section appropriation
included in section 41, page 21, line 27. The department is requesting an increment in the
Commercial Fisheries, Westward Region component of $2,647.5 in Test Fish Receipts (AS
37.05.146 (b)(4)(U)). The increment is intended to fund an onboard observer program for the
opilio and red king crab fisheries conducted in the region.

The front section language is necessary because of the timing of the two fisheries; opilio occurs
during the spring, and red king crab during the fall. The department has worked in conjunction
with the Board of Fisheries and the industry to come up with the plan, and needs the ability to
carry forward the revenue from the spring fishery to help fund the observer program in the
subsequent year. Without this section, any unused revenue from the test fishery at June 30
would lapse into the general fund, and the program would quickly lose industry support.

Current estimates for revenue generation are 60% (about $1.6 million) during the spring fishery
and 40% (about $1 million) during the fall fishery: This split is higlily dependent on price and
can vary from year to year. This language will be necessary each year, as long as the observer
program for these crab fisheries continues. The actual dollar amount will continue to be
reflected in the appropriate back section of the budget bill.





