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FISCAL NOTE

STATE OF ALASKA Fiscal Nolo Nurbor:

200X LEGISLATIVE SESSION Bill Version:
() Publish Dale:

CSHB 125(FIN)

Identifier (file name): :SHB125(FIN)-DOR-TAX-1-21-0 Dept. Affected; Revenue 04

Title Budget Planning & Long Range Fiscal Plan RDU Taxation and Treasury
Component Tax Division

Sponsor House Ways and Means

Requester House Financo Component Number 2476

(Thousands of Dollars)

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwisu noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING ° : : ‘ :

ICAPITAL EXPENDITURES I | ”

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 I 0.0 0.0 1 0.0 0.0

FUNDS O U R C E (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Rccoipts

1037 GF/Montal Health

Other Interagency Receipts
TOTAL . . . . . . .
Estimate of any current year (FY2008) cost: 00
POSITIONS
Full-timo
Purt-timo
Temporary

ANALYSIS: (Alt.irli ,iwpnrato p.n/u tnocflisnry)

Sea attached.

Phono 405-563(5

Prepared by:  Nels Tomlinson
D.ito/Timo 1/18/08 11 00 AM

Division Tax
Approved by:  Juity Burnatl Drto 1/21/2008
Dep.ntmont of Rovtrmuu
Pntjo 1 of2
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FISCAL NOTE

STATE OF ALASKA BILL NO. CSHB 125(FIN)
2008 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Bill Language: This hill would require the governor to provide a long range financial plan for the slate,
covering projected sources " ... of funds during the succedm? 10fiscal years. The long range fiscal plan
must include sufficient details to identify significant sources of funds [Section 1(b)(1)(Ag]."

Tho hill also would permit tho governor to include recommendations to raise revenue for operation of state
government while maintaining a stable lax environment [Section 1 (b)(4)(D) ]

Revenues: This bill will have no effect on revenues.

Expenditures: Tho additional expendilures associated with this bill are indeterminate. After consulting with
tho governor's Office of Management and Budget, wo believe (hat Ihe projections required by Section 1
Bb)(l)(A) of this hill could bo provided by a minor extension of our current revenje forecasts, Tho

epartment of Revenue currently produces semi-annual revenue forecasts, and the succeeding two years'
detailed revenue forecasts are published in tho Revenue Sources Book. The Department also publishes the
succeeding ten years' forecasts of Total Unrestricted General Purpose Revenue. If the new projections can
be fitted into our current framework of revenue projections, there would be no significant additional costs
associated with this bill. Whether wo can fit the required forecasts into our existing forecasting framework
will depend upon the governor's eventual decision as to the level of accuracy and detail required,

Tho forecasts of polential taxes which might bo required under Section 1(b)(4)(D) are outside of tho current
scopo of our forecasts. Detailed forecasts of the revenues and economic impacts of new taxes would

require additional expenditures.

Pago 2 nf2
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RECEIVED
25-LS0546AN
MAR 2 4 7018 Cook
3/24/08
SENATE CS FOR CS FOR HOUSE BILL NO. 125(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIFTH LEGISLATURE - SECOND SESSION
BY TIIE SENATE FINANCE COMMITTEE
O ffered:
Referred:
Sponsor(s): HOUSE SPECIAL COMMITTEE ON WAYS ANI) MEANS
A BILL
FOR AN ACT ENTITLED
"An Act relating to budget planning and a fiscal plan for the State of Alaska."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.07.020(b) is amended to read:
(b) In addition to the budget and bills submitted under (a) of this section, the

governor shall submit a capital improvements program [AND FINANCIAL PLAN]
covering the succeeding six fiscal years. The governor shall also submit a fiscal
plan with estimates of significant sources and uses of funds for the sueeeedin" 10
fiscal years. The fiscal plan
(1) most include sufficient details to identify
(A) significant sources of funds;
(B) sitenificanl uses of funds, incliidinn lump sum
projections of
(i) operating expenditures:
(i) capital expenditures;

(iii) debt service expenditures;

-1- SCS CSIIH 125(FIN)
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(iv) fund capitalizations;
V) appropriations of income of the Alaska
permanent fund (art. 1X, see. 15, Constitution of (lie State of

Alaska), if any;

(2) must balance sources and uses of funds held while providing
for essential stale services and protecting the economic stability of the state;

(3) must include projected balances of significant funds held in
separate accounts, including (he budget reserve fund (art. IX. sec. 17,
Constitution of the State of Alaska), the public education fund (AS 14.17.300),
and the Alaska capital income fund (AS 37.05.565);

(4) must set out significant assumptions used in the projections
with sufficient detail to enable the legislature to rclv on the fiscal plan in
understanding, evaluating, and resolving issues of state budgeting, including
information that supports major areas of operating increases, such as population
demographics that affect the need for particular government services.

* Sec. 2. AS 37.07.020(c) is amended to read:

(c) Proposed expenditures may not exceed estimated revenue for the
succeeding liscal year. The expenditures proposed in the six-year capital
improvements program [AND FINANCIAL PLAN] may not exceed the estimated
revenue and bond authorizations passed and proposed.

* See. 3. AS 37.07.040 is amended to read:

See. 37.07.040. Office of management and budget. The Alaska office of
management and budget shall

(1) assist the governor in meeting the requirements of AS 37.07.020
[THE PREPARATION AND EXPLANATION OF THE PROPOSED
COMPREHENSIVE PROGRAM AND FINANCIAL IMAN], including the
coordination and analysis of state agency goals and objectives, plans, and budget
requests;

(2) prepare for submission to the governor an annually updated six-
year capital improvements program and the proposed capital improvements budget for

the coming liscal year, the latter to include individual project justification with

SCSCSIIH 125(FIN) _ -2-
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documentation of estimated project cost;

(3) develop proceduies to produce the information needed for effective
policy decision making, including procedures to provide for the dissemination of
information about plans, programs, and budget requests to be included in the annual
budget and opportunity for public review and comment during the period of budget
preparation;

(4) assist state agencies in their statement of goals and objectives to
achieve, among other things, the legislature's mission and desired results, preparation
of plans, assessments of the extent to which missions and desired results have been
achieved, budget requests, and reporting of program performance; all documents
forwarded by the office to a state agency containing instructions for the preparation of
program plans and budget requests and the reporting of program performance are

public information after the date they are forwarded;

(5) administer its responsibilities under the program execution
provisions of this chapter so that the policy decisions and budget determinations of the

governor and the legislature are implemented;

(6) provide the legislative finance division with the budget information

it may request;

(7) provide the legislative finance division with an advance copy of the

governor's budget workbooks at least seven days before the legislature convenes in a

regular session;

(S) prepare the proposed capital improvements budget for the coinin

fiscal year evaluating both state and local requests from the standpoint of need, equity,
and priorities of the jurisdiction; other factors such as project amounts, population,
local financial match, federal funds being used for local match, municipality or

unincorporated community acceptance of the facility, and all associated costs of the

facility may be considered;

(9) for each department in the executive branch,
legislature by the 45lh day of each regular session the amount of money appropriated

to the department that is expected to lapse into the general fund at the end of the

current fiscal year;

-3- SCSCSIIH 125(FIN)
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(10) establish and administer a state agency program performan
management system involving planning, performance budgeting, performance
measurement, and program evaluation; the office shall ensure that information
generated under this system is useful for managing and improving the efficiency and
effectiveness of agency operations.

* Sec, 4. AS 37.07 is amended by adding a new section to read:

Sec. 37.07.045. Debt affordability analysis. The Department of Revenue shall
prepare a report that includes an inventory of state bonded debt, an estimate of state
bonded debt that will be acquired within the next three years, and an evaluation of
debt affordability. The report must conform to rating agency requirements for a debt
affordability study. By January 31 each year, the report must be provided to the
legislature for use in budget planning and made available to the public.

* Sec. 5. AS 37.07.060 is amended to read:

Sec. 37.07.060. Governor's recommendation, (a) The governor shall
formulate the operating and capital budget, capital improvements program.
[PROGRAMS] and fiscal plan [FINANCIAL PLANS] required to be recommended
to the legislature by AS 37.07.020 after considering the state agency proposed
program and financial plans prepared in accordance with AS 37.07.050. and other
programs and alternatives that the governor considers appropriate. The plans must
include the governor's recommended missions and results, recommended strategics to
implement the missions and results, recommended measures for determining whether
the missions and desired results are achieved, including an assessment of whether
prior year missions and desired results have been achieved, recommended operating
program for the succeeding fiscal year, recommended capital improvements program
for the succeeding six fiscal years, recommended programs for the upgrading of public
buildings and facilities prepared in accordance with AS 35.10.015, and recommended
revenue measures to support the programs.

(b) The governor shall present the proposed comprehensive operating and
capital improvements programsa and fiscal plan if it is minimi under
AS 37.1)7.0211(1)), [FINANCIAL PLANS] in a message to a joint session of the

legislature before the fourth legislative day following the convening of the legislature

SCSCSHB 125(FIN) *4-
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in regular session. The message must be accompanied by an explanatory report that
summarizes recommended goals, plans, and appropriations. The report must contain

(1) the coordinated program goals and objectives that [WHICH] the
governor recommends to guide the decisions on the proposed program plans and
budget appropriations;

(2) the governor's operating program and budget recommendations for
the succeeding fiscal year organized by agency as required by AS 37.07.020(a);

3) the governor's capital improvements program and budget
recommendations for the succeeding fiscal year and capital improvements program for

the succeeding six fiscal ycarsawhich must include

(A) a description of each project, its estimated cost for the year
construction r, to start and the estimated cost of the project adjusted for
inflation over the estimated period of construction, and the source of financing
for the project; the project description for a new building or a new facility or
for a major addition to a building or facilitv should include a site plan,
preliminary drawings, and architect's or engineer's total cost estimate for the

project;

(B) a summary of projects previously authorized and not yet

completed,;
(C) a summary, listed by agency, of all previously proposed
projects that have been deferred beyond the six years covered by the plan and

the year in which construction has been rescheduled to begin;

(D) a forecast of the debt structure of the state and the various
debt ratios over the life of the state's bonds outstanding, bonds authorized and

lo be issued, and bond authorizations recommended in the plan;

(m a description of additional revenue measures needed t

finance the plan in lieu of debt;

(F) bond election bills to authorize the bonds required to fund

the projects scheduled for the first three years of the plan;

(G) projections of population of the state and its regions and

communities;

-5- SCS CSI1JIl 125(1-IN)
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(H) economic data and projections necessary for the evaluation
of the plan;

(4) asummary of state receipts in the last fiscal year, a revised estimate
for the current fiscal year, and an estimate for the succeeding fiscal year;

(5) a summary of expenditures during the last fiscal year, those
authorized for the current fiscal year, and an estimate for the succeeding fiscal year;

(6) any additional information that will facilitate understanding of the
governor's proposed programs and financial plans by the legislature and the public,

* Sec. 6. AS 37.07.070 is amended to read:

Sec. 37,07.070. Legislative review. The legislature shall consider the
governor's proposed comprehensive operating and capital improvements programsa
and fiscal plan if it is required VS 37.07.020(b) [FINANCIAL PLANS],
evaluate alternatives to the plans, make program selections among the various
alternatives”™ and determine, subject to available revenues, the level of funding required
to support authorized state services. The presiding officer of each house may refer
the fiscal plan to one t.r more committees. If the fiscal plan is referred, the first
committee of referral shall hold at least one hearing on it. The operating and
capital budgets of each agency shall be separately reviewed. During each regular
session of the legislature, legislative review of the governor's supplemental
appropriation bills and the governor's budget amendments are [SHALL BI£] governed
by the following time limits:

(1) requests by the governor for supplemental appropriations for state
agency operating and capital budgets for the current fiscal year may be introduced by
the rules committee only through the 15th legislative day;

(2) requests by the governor for budget amendments to state agency
budgets for the budget fiscal year may be received and reviewed by the finance
committees only through the 30th legislative day.

* Sec. 7. AS 37.14.003(a) is amended to read:

(a) At [fill: GOVERNOR SHALL, AT] the time the governor submits lhe

report [PROPOSED COMPREHENSIVE OPERATING AND CAPITAL
IMPROVEMENTS PROGRAM AND FINANCIAL PLAN] under AS 37.07.060(b),

e
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the governor shall submit to the legislature a separate appropriation bill limited to

appropriations for the stale's integrated comprehensive mental health program.

-7- SCSCSIIH 125(FIN)
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AMENDMENT’

OFFERED IN: The Senate Finance Committee

TO: Senate CS for CS for HB 125(F1N) 25-L.S0546\N

OFFERED BY: Senator Fieri Dyson

Page 1, line 7:

Estimates of significant sources and uses of funds for the succeeding 15 [101 fiscal

Page 4, Line 14 through Page 6, Line 8, is amended to read:

Sec. 37.07.060. Governor's >.commendation, (a) Ihe governor shall formulate
the operating and capital budget, capital improvements program, [PROGRAMS) and
fiscal dan [FINANCIAL PLANS] required to be recommended to the legislature by AS
37.07.020 after considering the state agency proposed program and financial plans
prepared in accordance with AS 37.07.051). and other programs and alternatives that
the governor considers appropriate. The governor’s recommended plans must include

(1) 'he governor's recommended missions and desired results®

(2) |.[ recommended strategies lo implement the missions and desired
results®

(3) I.| recommended measures for determining whether the missions and desired
results ate achieved, including an assessment of whether adequate progress lias been
made toward achieving prior year missions and desired results |[IIAVE BEEN
ACHIEVEDI,

(4) a recommended operating program lbr the succeeding fiscal yeaif

(5) a |.| recommended capital improvements program for the succeeding six fiscal
yearsi

m *\ recommended programs for the upgrading of public buildings and facilities
prepared in accordance with AS 35.10.015, including a proposed time to begin each of

the upgrading projects;

(7) |AND| recommended revenue measures to support the programs”®

Amendment. 11012501 A



a b W

© oo N o

10
11

7

19
20

22
23
24
25
26
27

28
29

30
3

(8) a projection of revenue for the succeeding 15 years categorized by each
major source of revenue and an explanation of any significant changes from
previous projections;

(9) projections of the expenditures for the succeeding 15 years listed by each
major area of expenditure and an explanation of anv significant chanties from
previous projections;

(10) the assumptions on which the 15-vear projections arc made;

(11) proposed actions for increasing revenue or cutting expenditures as
necessary to ensure expenditures do not exceed revenue;

(12) chanties in strategy or new strategies needed as a result of previously

unanticipated changes in expenditures, revenue, or unsuccessful strategies;

(13) an analysis of state debt, identification of (he target maximum debt
amount, and, ifdebt is projected to exceed the target maximum, strategies to reduce
state debt, satisfy outstanding bonds, and meet deferred maintenance needs;

(14) the status of unfunded state liabilities, a trend analysis for the liabilities,

a.id the strateuv for funding the liabilities;

(15) an analysis of anticipated ehaimcs in federal fundim* and the plan for

aeeommodalint; the reduced fundinu;

(16) the target minimum level of funds in the budget reserve fund (art. 1X,
see. 17, Constitution of (lie State of Alaska) and, if the amount is less than the tamct
minimum level, the target level of repayments to the budget reserve fund together
with the plan for achieving the repayments;

(17) the target level of funding for an emergency fund to address state
disasters and the plan for achieving the funding;

(18) a plan Tor using surplus state revenue if there is anv;

(19) actions the legislature must take lor the state’s financial strategy to

succeed and the time each action most he taken.

Page 5, l.ine 1. AS 37.07.060(b) is amended as follows:
Preceded IACCOMPANIED I

Amendment. 1111 125.01 .A



Chair:

Rep. Mike Hawker
Capitol Room 502
*165-4949
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25" Alaska Slate Legislature
House Special Committee on Ways & Means

House Bill 125
Sponsor Statement!
Current Version: CS HB 125 (FIN)

Short Title: Long-Range Fiscal Plan

Ilouse Bill 125 clarifies the existing duty imposed on the Governor by the Executive
Budget Act (EBA) to annually prepare a "financial plan." The EBA contains no
further definition of the financial plan.

Perhaps clue to the Vagueness of the EBA, die financial plan has not been prepared
in recent years, if eve , The Director of the Office of Management and Budget

(OMB) reports that “OMB has not prepared a formal plan for some time..."

11B 125 requires that, in addition to the annual budget, the Governor shall submit a
fiscal plan consisting of estimates of significant sources and uses of funds for the
succeeding 10 fiscal years. A newly elected governor would not be required to
submit a plan during his or her first year in office. The fiscal plan must include only
enough detail to identify significant sources ol funds and lump-sum projections of
significant uses of funds, such as for operating expenditures and capital
expenditures. Ilie plan does not require or imply adoption of any policy, only the
estimation of future cash Hows and identification of means to keep sources and

uses of funds in balance over time.

The plan must also include projected balances of significant funds held hi separate
accounts, such as the constgoge3749' L  reserve, the public education fund and
the Alaska capital income liind.

1IB 125 also allows, but (.locs not require, the Governor to include fiscal policy
recommendations in the fiscal plan. The presiding officers of the legislature may
refer the plan to committees for public hearing. lhe purpose ol 11B 135 is to require
a simple and efficient process that puts the broadest picture ol state expenditure
and revenue trends in perspective and stimulates the discussion and development

of specific long range fiscal policies.

The baseline fiscal analysis provided under IIB 125 is the necessary prerequisite lor
long range fiscal decision making as well as a device lo put current budgets in
context, encouraging short term disi ipline and responsibility,

4/3/0/ 94 1AM



FISCAL NOTE

STATE OF ALASKA Fiscal Note Nurrber:

2008 LEGISLATIVE SESSION Bl \ersion: CSHB 125(FIN)
() Publish Dele:

Identifier (filo name): CSHB125(FIN)-GOV-OMB-1-21-Q8 Dept. Alfected: All

Title Long-range Stale fiscal plan >DU
Component

Sponsor House Special Committee on Ways and Means

Requester Senate Finance Committee Component Number

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
Appropriation

Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 89.3 89.3 89.3 89.3 89.3 89.3
Travel
Contractual
Supplies
Equipment 15
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING V. 90.8 89.3 89.3 89.3 89.3 89.3
CAPITAL EXPENDITURES 1/

i /

CHANGE IN REVENUES ( ) rv 1 /

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF 89.3 89.3 89.3 89.3 89.3
1005 GF/Program Receipts
1037 GF/Mental Health
Other Interagency Receipts

TOTAL 89.3 89.3 89.3 89.3 89.3
Estimate of any current year (FY2008) cost:
POSITIONS
FuII—tlme /10 1.0 1.0 1.0 1.0 1.0
Part-time
Temporary

ANALYSIS: (Attach n separata paqgo if/nocessary) ) )
This hill would amend the Execu(1|/e Budget Act to require tho Governor's Office to prepare an annual 10year long-range

fiscal plan.

While the Office of Manageme/it and Budget routinely provides fiscal information on various to&ics to Ihe legislature,
preparation of @ formal annum 10year fiscal plan would require additional staff. At one lime, OMB had a research and
planmn% staff of 13 people |/conduct this typo of work. However, budget reductions over tho years have reduced the
research and planning staf/to two positions, which cover a broad range of duties. We expect this work to require one
new full-time position. Thof total cost for this position at a Range 21A, including benefits, would be $89.3 thousand per
year. A computer and other equipment will cost $1.5 thousand in tho first year.

Phone 4(55-4676
Dato/Timu 1/21/08 3 42 PM

Date 1/21/200(5

Prepared by:  Jack Kreinhodor. Senior Analyst
Division Ollico of Management and Budgol

Approved by:  Karon J. Rehfold. Director

Qllico of Management and Budget

(itHMImew din) Pago lof 1
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I j SENATE CS FOR CS FOR HOUSE BILL NO. 125(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - SECOND SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE SPECIAL COMMITTEE ON WAYS AND MEANS

A BILL
FOR AN ACT ENTITLED

"An Act relating to budget planning and a fiscal plan for the State of Alaska."
BE IT ENACTED BYTIIE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.07.020(b) is amended to read:

(b) In addition to the budget and bills submitted under (a) of this section, the

governor shall submit a capital improvements program [AND FINANCIAL PLAN]
covering the succeeding six fiscal years. The governor shall also submit a fiscal
plan with estimates of significant sources and uses of funds for the sueeccdintz 10
fi-.cal years. The fiscal plan
(1) must include sufficient details to identify
(A) significant sources of funds;
(B) siunificant uses of funds, inclIndinii lump sum
projections (if
(i) operating expenditures:
(i) capital expenditures:

(iii) debt service expenditures:

-1- SCS C'SIIB 125(FIN)
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(iv) fund capitalizations;
(v) appropriations of income of the Alaska
permanent fund (art. IX. see. 15. Constitution of the State of
Alaska), if any;
(2) must balance sources and uses of funds held while providing
for essential state services and protecting (he economic stabilitA' of the state:
(3) must include projected balances of significant funds held in

separate accounts, including the budget reserve fund fart. IX, sec. 17,

Constitution of the State of Alaska), the public education fund (AS 14.17.300),
and the Alaska capital income fund (AS 37.05.565):

(4) must set out significant assumption ed in the projections
with sufficient detail to enable the legislature to rely on the fiscal plan in
understanding, evaluating, and resolving issues of state budgeting, including
information that supports major areas of operating increases, such as population

demographies that affect the need for particular government services.

* Sec. 2. AS 37.07.020(c) is amended to read:

(c) Proposed expenditures may not exceed estimated revenue for the

succeeding fiscal year. The expenditures proposed in the six-year capital
improvements program (AND FINANCIAL PLAN] may not exceed the estimated
revenue and bond authorizations passed and proposed.
* See. 3. AS 37.07.040 is amended to read:
Sec. 37.07.040. Office of management and budget. The Alaska office of

management and budget shall
(1) assist the governor in meeting the mmirements of AS 37.07.020

[THE PREPARATION AND EXPLANATION OF THE PROPOSED
COMPREHENSIVE PROGRAM AND FINANCIAL PLAN], including the

coordination and analysis of state agency goals and objectives, plans, and budget

requests;
(2) prepare for submission to the governor an annually updated six-
year capital improvements program and the proposed capital improvements budget for

the coming fiscal year, the latter to include individual project justification with

SCS Csllit 125(1*IN) .
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documentation of estimated project cost;

(3) develop procedures to produce the information needed for effective
policy decision making, including procedures to provide for the dissemination of
information about plans, programs, and budget requests to be included in the annual
budget and opportunity for public review and comment during the period of budget
preparation;

(4) assist state agencies in their statement of goals and objectives to
achieve, among other things, the legislature's mission and desired results, preparation
of plans, assessments of the extent to which missions and desired results have been
achieved, budget requests, and reporting of program performance; all documents
forwarded by the office to a state agency containing instructions for the preparation of
program plans and budget requests and the reporting of program performance are

public information alter the date they are forwarded,;

(5) administer its responsibilities under the program execution
provisions of this chapter so that the policy decisions and budget determinations of the
governor and the legislature arc implemented;

(6) provide the legislative finance division with the budget information
it may request;

(7) provide the legislative finance division with an advance copy of the

governor's budget workbooks at least seven days before the legislature convenes in a

regular session;

(8) prepare the proposed capital improvements budget for the coming
fiscal year evaluating both state and local requests from the standpoint of need, equity,
and priorities of the jurisdiction; other factors such as project amounts, population,
local financial match, federal funds being used for local match, municipality or

unincorporated community acceptance of the facility, and all associated costs of the

facility may be considered,;

(9) for each department in the executive branch, report to the
legislature by the 45th day of each regular session the amount of money appropriated
to the department that is expected to lapse i, to the general fund at the end of the

current fiscal year;

-3- SCSCSIIH 125(1IN)
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(10) establish and administer a state agency program pcrfonnanc
management system involving planning, performance budgeting, performance
measurement, and program evaluation; the office shall ensure that information
generated under this system is useful for managing and improving the efficiency and
effectiveness of agency operations.

* Sec. 4. AS 37.07 is amended by adding a new section to read:

See. 37.07.045. Debt affordability analysis. The Department of Revenue shall
prepare a report that includes an inventory of state bonded debt, an estimate of state
bonded debt that will be acquired within the next three years, and an evaluation of
debt affordability. The report must conform to rating agency requirements for a debt
affordability study. By January 31 each yeai, the report must be provided to the
legislature for use in budget planning and made available to the public.

* Sec. 5. AS 37.07.060 is amended to read:

See. 37.07.060. Governor's recommendation, () The governor shall
formulate the operating and capital budget, capital improvements program,
[PROGRAMS] and fiscal plan [FINANCIAL PLANS] required to be recommended
to the legislature by AS 37.07,020 after considering the state agency proposed
program and financial plans prepared in accordance with AS 37.07.050. and other
programs and alternatives that the governor considers appropriate. The plans must
include the governor's recommended missions and results, recommended strategies lo
implement the missions and results, recommended measures for determining whether
the missions and desired results are achieved, including an assessment of whether
prior year missions and desired results have been achieved, recommended operating
program for the succeeding fiscal year, recommended capital improvements program
for the succeeding six fiscal years, recommended programs for the upgrading of public
buildings and facilities prepared in accordance with AS 35.10.015, and recommended
revenue measures to support the programs.

(b) The governor shall present the proposed comprehensive operating and
capital improvements programs,, and fiscal phin if it is required under

SCS CM Iit 125(1 IN) x4
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in regular session. The message must bhe accompanied by an explanatory report that
rummarizes recommended goals, plans, and appropriations. The report must contain

(1) the coordinated program goals and objectives that [WHICH] the
governor recommends to guide the decisions on the proposed program plans and
budget appropriations;

(2) the governor’s operating program and budget recommendations for
the succeeding fiscal year organized by agency as required by AS 37.07.020(a);

(3) the governor's capital improvements program and budget
recommendations for the succeeding fiscal year and capital improvements program for

the succeeding six fiscal years,, which must include
(A) adescription of each project, its estimated cost for the year

construction is to start and the estimated cost of the project adjusted for
inflation over the estimated period of construction, and the source of financing
for the project; the project description for a new building or a new facility or
for a major addition to a building or facility should include a site plan,
preliminary drawings, and architect's or engineer's total cost estimate for the
project;

(B) a summary of projects previously authorized and not yet
completed,;

(C) a summary, listed by agency, of all previously proposed
projcc.s that have been dei rred beyond the six years covered by the plan and
the year in which construction has been rescheduled to begin;

(D) a forecast of the debt structure of the state and the various
debt ratios over the life of the state’s bonds outstanding, bonds authorized and
to be issued, and bond authorizations recommended in the plan;

(E) a description of additional revenue measures needed to
finance the plan in lieu of debt;

(F) bond election bills to authorize the bonds required to fund
the projects scheduled for the first three years of the plan;

(G) projections of population of the state and its regions and

communities:

5 SCSCSJII 125(1;IN)

U'w Trxt c.dcritwrl pixcTke TEXT I'HACrKTKCI



WORK DRAFT WORK DRAFT 25-1.50.M6VvN

1 (H) economic data and projections necessary for the evaluation
2 of the plan;

3 (4) asummary of state receipts in the last liscal year, arevised estimate
4 for the current fiscal year, and an estimate for the succeeding fiscal year;

5 (5) a summary of expenditures during the last fiscal year, those
6 authorized for the current fiscal year, and an estimate for the succeeding fiscal year;

7 (6) any additional information that will facilitate understanding of the
8 governor's proposed programs and financial plans by the legislature and the public.

9 * See. 6. AS 37.07.070 is amended to read:

10 Sec. 37.07.070. Legislative review. The legislature shall considei the
n governor's proposed comprehensive operating and capital improvements programs*
12 and fiscal plan if it i> required under AS 37.07.020(b) [FINANCIAL PLANS],
13 evaluate alternatives to the plans, make program selections among the various
14 alternatives* and determine, subject to available revenues, the level of funding required
15 to support authorized state services. The presidint; officer of each house may refer
16 the fiscal plan lo one or more committees. If the fiscal plan is referred, the first
17 committee of referral shall hold at least one hearinu on it. The operating and
18 capital budgets of each agency shall be separately reviewed. During each regular
19 session of the legislature, legislative review of the governor's supplemental
20 appropriation bills and the governor's budget amendments are [SHALL BE] governed
yal by the following time limits:

22 (1) requests by the governor for supplemental appropriations lor state
23 agency operating and capital budgets for the current fiscal year may be introduced by
24 the rules committee only through the 15th legislative day;

25 (2) requests by the governor for budget amendments to ste'e agency
26 budgets for the budget fiscal year may he received and reviewed by the finance
27 committees only through the 30th legislative day.

28 * Sec. 7. AS 37.14.005(a) is amended to read:

2> (a) A [MIL GOVERNOR SHALL, ATJ the time the governor submits the
30 report [PROPOSED COMPREHENSIVE OPERATING AND CAPITAL
31 IMPROVEMENTS PROGRAM AND FINANC IAL PILAN| under AS 37.07.060(h),

SC'S (S1IB 125(1*LN) ¢
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the governor shall submit to the legislature a separate appropriation bill limited to
appropriations for the state's integrated comprehensive mental health program.
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January 22, 2008

‘llie Honorable Lyman llofliman, Co-Chair
Senate Finance Committee

Alaska State Capitol, Room 518

Juneau, AK 99801-1'82

The Honorable Bert Stcdman, Co-Chair
Senate Finance Committee

Alaska State Capitol, Room 516
Juneau, AK9900 1-1182

RE: HB 125 (House Special Committee on Ways and Means)-Support
Dear Co-Chairs Hoffinan and Stcdman:

On behalfofthe members of AARP in Alaska, wc strongly encourage you and your
colleagues on the Senate Finance Committee to support HB 125, authored by the House
Special Committee on Ways and Means.

TIB 125is asignificant effort in establishing nlong-range fiscal plan for Alaska.

HB 125is an ambitious bill which, we hype, will provide some economic stability und
guidance for our elected officials and our citizens.

When AARP considers our state budget, wc follow n set of basic principles:

» Budget policy should promote economic gtowth and stability.

* Fairness across generations should he an important goal in formulating budget
policy.

» Government should strive for balance during both economic expansion and

contraction.
 Flexibility should be maintained and vulnerable populations (of anv age) should

be protected.
 Budget policymakers should be mindful ofhow their decisions impact other

levels of government.

H0L C Street, Suli- 14/0 | Anchorage, A< <mo.<J toll tree 886 227 7447 15N/-JA1-270fax | toll free 87/ 414 /B UV
Mane T Smith, PrnicJent | “Villlarn O. Novolh. Clvcf executive Otficer | ww.v.aarp orj/Ak
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AARP ALASKA STATE OFFICE

AARP believes that states should provide localities with die funding they need to meet
their obligations. Passing responsibilities down to lower levels ofgovernment should be
undertaken primarily to place services closer to the people being served and to maximize
administrative efficiencies, not as away to reduce costs. We do not support placing
unfunded mandates on local government,

Many AARP members lived in Alaska when we had a state income tax. Many ofour
members live in communities that currently have a sales tax. Many have lived in other
states that had hoth income and sales taxes. We understand that Alaska’s fiscal situation,
without a stateincome tax or a state sales tax, has often been subject to oil revenue going
up and down. Hopefully H13 125 will help our elected officials and our citizens have a
more accurate reading of Alaska’s fiscal status and what to expect in the future.

AARP recommends an “AYE" vote oil HB 125.

Should you have any questions about our position, please feel free to contact me (586-
3637) or Patrick Luby, AARP Advocacy Director (907-762-3314).

Thank you for your consideration.

Sincerely,

Marie Darlin, Coordinator

AARP Capital City Task Force
S5 Willoughby Avenue, Apt. 506
Juneau, .AK 99801

586-3637 évoice)

463-3580 (fax)

CC:  Vice-Chair Charlie* Huggins
Scnatoi Kim Elton
Senator Donald Olson
Senator Joe Thomas
Senator Fred Dyson
Representative Mike Hawker
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SENATE CS FOR CS FOR HOUSE BILL NO. 125(FIN)
INTHE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIFTH LEGISLATURE -SECOND SESSION

BY TIIE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE SPECIAL COMMITTEE ON WAYS AND MEANS

ABILL
FOR AN ACT ENTITLED

“An Act relating to budget planning and a fiscal plan for the State of Alaska."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1L AS 37.07.020(b) is amended to read:
(h) In addition to the budget and hills submitted under (a) of this section, the

governor shall submit a capital improvements program (AND FINANCIAL PLANJ
covering the succeeding six fiscal years. Except tinrinn the first year of the
tiovernor's first term of office, the governor shall also submit a fiscal [ilim with
estimates of significant sources anti uses of funds fin the succeeding 10 fiscal
years. The fiscal plan
(1) must include sufficient details to identify
(A) siunifieant sources of funds;
(B)  significant wuses of funds, iiieliidiiin  lump sum
projections of
(I) operatiim expenditures:
(i) capital expenditures:

-1- SCS CSlIli 125(FIN)
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(iii) debt .service expenditures;
(iv) fund capitalizations;
(v)  appropriations of income of the Alaska
permanent fund (art. IX, see. 15 Constitution of the State of
Alaska), if any;
(2) must balance sources and uses of funds held while providing
for essential state services and protecting the economic stability of the state;
(3) must include projected balances of significant funds held in
separate accounts, including the budget reserve fund (art. IX. see. 17
Constitution of the State of Alaska), the public education fund (AS 14.17.300),
and the Alaska capital income fund (AS 37.05.565).

* See. 2. AS 37.07.020(c) is amended to read:
(c) Proposed expenditures may not exceed estimated revenue for the

succeeding fiscal year. The expenditures proposed in the six-year capital
improvements program [AND FINANCIAL PLAN] may not exceed the estimated
revenue and bond authorizations passed and proposed.
* See. 3. AS 37.07.040 is amended to read:
See. 37.07.040. Office of management and budget. The Alaska office of

management and budget shall
(D a'sist the governor in mcctimj the rennirements of AS 37.07.020

ITHE PREPARATION AND EXPLANATION OP THE PROPOSED
COMPREHENSIVE PROGRAM AND FINANCIAL PLAN], including the
coordination and analys s of state agency goals and objectives, plans, and budget

requests;
(2) prepare for submission to the governor an annually updated six-

year capital improvements program and the proposed capital improvements budget for
the coming fiscal year, the latter to include individual project justification with

documentation of estimated project cost;
(3) develop procedures to produce the information needed for effective

policy decision making, including procedures to provide for the dissemination of
information about plans, programs, and budget requests to be included in the annual
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budget and opportunity lor public review and ¢ inment during the period of budge
preparation;

(4) assist stale agencies in their statement of goals and objectives to
achieve, among other tilings, the legislature's mission and desired results, preparation
of plans, assessments of the extent to which missions and desired results have been
achieved, budget requests, and reporting ol' program performance; all documents
forwarded by the office to a state agency containing instructions for the preparation of
program plans and budget requests and the reporting of program performance are

public information alter the date they are forwarded;
(5) administer its responsibilities under the program execution

provisions of this chapter so that the policy decisions and budget determinations of the
governor and the legislature are implemented;

(6) provide the legislative finance division with the budget information
I; may request;

(7) provide the legislative finance division with an advance copy of the
governor's budget workbooks at least seven days hefore the legislature convenes in a

reqular session;
(8) prepare the proposed capital improvements budget for the coining

fiscal year evaluating both state and local requests from the standpoint of need, equity,
and priorities of the jurisdiction; other factors such as project amounts, population,
local financial match, federal funds being used for local match, municipality or
unincorporated community acceptance of the facility, and all associated costs of the

facility may be considered;
(0) for each department in the executive branch, report to the

legislature by the 45th day of each regular session the amount of money appropriated
to the department that is expected to lapse into the general fund at the end of the

current fiscal year;

(10) establish and administer a state agency program performance
management system involving planning, performance budgeting, performance
measurement, and program evaluation; the office shall ensure that information

generated under this system is useful for managing and improving the efficiency and

-3 SCS ( Stilt 1250-IN)
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effectiveness of agency operations.

* See. 4. AS 37.07.060 is amended to read:
Sec. 37.07.060. Governor's recommendation, (a) The governor shall

formulate the operating and capital budget, capital improvements program,
[PROGRAMS] and fiscal plan [FINANCIAL PLANS] required to be recommended
to the legislature by AS 37.07.020 after considering the slate agency proposed
program and financial plans prepared in accordance with AS 37.07.050. and other
programs and alternatives that the governor considers appropriate. The plans must
include the governor's recommended missions and red.its, recommended strategies to
implement the missions and results, recommended measures for determining whether
the missions and desired results arc achieved, including an assessment of whether
prior year missions and desired results have been achieved, recommended operating
program for the succeeding fiscal year, recommended capital improvements program
for the succeeding six fiscal years, recommended programs for the upgrading of public
buildings and facilities prepared in accordance with AS 35.10,015, and recommended
revenue measures to support the programs.

(h) The governor shall present the proposed comprehensive operating and
capital improvements programs, and liscal plan if it is required under
AS 37.07.020(1)). [FINANCIAL FLANS] in a message to a joint session of the
legislature before the fourth legislative day following the convening of the legislature
in regular session. The message must be accompanied by an explanatory report that
summarizes recommended goals, plans, and appropriations. The report must contain

(1) the coordinated program goals and objectives that [WHICH] the
governor recommends to guide the decisions on the proposed program plans and
budget appropriations;

(2) the governor's operating program and budget recommendations for
the succeeding fiscal year organized by agency as required by AS 37.07.020(a);

(?)  the governor's capital improvements program and budget
recommendations lor the succeeding fiscal year and capital improvements program for

the succeeding six liscal years, which must include
(A) adescription of each project, its estimated cost for the year

SCS CSIIIt 125(K1N) -
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construction is to start and the estimated cost ot' the project adjusted lor
inflation over the estimated period of construction, and the source of financing
for the project; the project description for a new building or a new facility or
for a major addition to a building or facility should include a site plan,
preliminary drawings, and architect's or engineer's total cost estimate for the

project;
(13) a summary of projects previously authorized and not yet

completed;

©) a summary, listed by agency, of all previously propose

projects that have been deferred beyond the six years covered by the plan and

the year in which construction has been rescheduled to begin;
() a forecast of the debt structure of the state and the various

debt ratios over the life of the state's bonds outstanding, bonds authorized and
to be issued, and bond authorizations recommended in the plan;
(E) a description of additional revenue measures needed to

finance the plan in lieu of debt;
(F) bond election bills to authorize the bonds required to fund

the projects scheduled for the first three years of the plan;
(G) projections of population of the state and its regions and

communities;
(1) economic data and projections necessary for the evaluation

of the plan;
(4) asummary of state receipts in the last liscal year, a revised estimate

fir the current fiscal year, and an estimate for the succeeding fiscal year;

(5) a summary of expenditures during the last liscal year, those

authorized for the current fiscal year, and an estimate for the succeeding fiscal year;

(6) any additional information that will facilitate understanding of the

governor's proposed programs and financial plans by the legislature and the public.
* See. 5. AS 37.07.070 is amended to read:

See. 37.07.070. Legislative review. The legislature shall consider the

governor's proposed comprehensive operating and capital improvements programs”

-5- SCSCSIIB 125(FIN)
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and fiscal plan if it is repaired under AS 37.07.020(1)) [FINANCIAL PLANS],
evaluate alternatives to the plans, make program selections among the various
alternatives® and determine, subject to available revenues, the level of funding required
to support authorized state services. Flic piesidinu officer of each house may refer
the fiscal plan to one or more committees. If the fiscal plan is referred, the first
committee of referral shall hold at least one hearing ou it. The operating and
capital budgets of each agency shall be separately reviewed. During each regular
session of the legislature, legislative review of the governor’s supplemental
appropriation bills and the governor’s budget amendments are [SHALL BE] governed
by the ollowing time limits:

(1) requests by the governor for supplemental appropriations for stale
agency operating and capital budgets for the current fiscal year may be introduced by

the rules committee only through the 15th legislative day;
(2) requests by the governor for budget amendments to state agency

budgets for the budget fiscal year may be received and reviewed by the finance
committees only through the 30th legislative day.

* Sec. 6. AS 37.14.003(a) is amended to read:
(@) At [THE GOVERNOR SHALL, AT] the time the governor submits the

report [PROPOSED COMPREHENSIVE OPERATING AND CAPITAL
IMPROVEMENTS PROGRAM AND FINANCIAL PLAN] under AS 37.07.060(b),
(lie governor shall submit to the legislature a separate appropriation bill limited to
appropriations for the state's integrated comprehensive mental health program.

ISCSIII 125(KIN)
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Changes to Senate Finance CS to HB 125- Long Range Budget Plan

Change L

Change 2:

Change 3:

Change 4

Page 2. line 9, following the word "includl ig™;
Deleted, "but not limited to"

Tam Cook, in amemo dated March 15 2007. requested that phrase to be
deleted because it's unnecessary verbiage. AS 01.10.040(b) states: "When
the words ‘includes* or "including* are used in a law. they shall be
construed as though followed by the phrase 'but not limited to."*

Page 2 following line 11:
Deleted sections 4 and 5 from the previous version of the bill.
These sections included a litany of recommendations for the governor to

consider.

Some of the recommendations have merit, but the language is suggestive
and doesn't require the governor to actually do an\ thing. Statutes should
be a mandate, not a proposal. We'll work with the sponsor and the

committee to vet all proposals and see which ones should be included in

law as part of a fiscal plan.

Page 3. subsection (7). line 16, following "governor's budget workbooks”
Deleted the previous language and replaced it with current
language.

Ibis was done to conform to the new reporting dates which became law
last session when the legislature passed 111 171 to accommodate a 90 day

session.

Page 6. line 13 replaced 3™ legislative day with I5Ih legislative dav and
on the same page, line 16. we replaced 452 legislative day with 30™
legislative day.

lloth of these changes were also done to conform to the new reporting
requirements resulting from 1! 171
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25hAlaska Stale Legislature
House Special Committee on Ways & Means

Chair:

Rep. Mike Hawker
Capitol Room 502
465-4949

Vice-Chair:

Rep. Anna Fairclough
Capitol Room 411
465-377?

Members:

Rep. Bob Roses
Capitol Room 416
465-4939

Rep. Raul Seaton
Capitol Room 102
465-2689

Rep. Feggy Wilst. i
Capitol Room 403
465-3824

Rep. Sharon ( issna
Capitol Room 4<
465-3875

Rep. Max Cmienberg
Capitol Room 110
466 4940

Committee Ahie;

Jnli l.tnky
*165 5687 ihtei t
465 4979 fax

Committee Changes to HB 125

Amendments adolpted in the Ilouse Special Committee on Ways &
Means did the following:

> Exempted a newly-elected governor from preparing a fiscal
plan during his or her first year of ollice.

> Outlined alegislative response - the presiding officers may
refer the %Ian to one or more committees, which would then
hold a public hearing on the plan.

> Added language allowing the Governor to include reference to
the materials used to formulate the plan and information on
how to obtain the materials.

> Where appropilate, deleted the term "financial plan” or
replaced it with the term “fiscal plan.”

> Rlemoved “long range” wherever it appeared before “fiscal
plan.”

Adoptcd new language to clarify what is expected in the plan.

Amendments adopted in the Ilouse Einance Committee a< 2
following:

> Added the word “responsibly” in Section 1(4)(A), whc v the
Governor may provide recommendations regarding developing

the state's natural resources.

> Removed hill language adding a requirement for a thrcc year
plan for transportation projects, 1his ch_an([;e, requested by the
department, will allow the STIPand capital project planning
processes to cont inue as is.

> Reworded Sections 4 and 6 for clarity.
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25" Alaska Slate Legislature
llouse Special Committee on Ways & Means

Chair:

Rep. Mike Hawker
Capitol Room 502
465-4949

Vice-Chair:

Rep. Anna Fairclough
Capitol Room 411
465-3777

Members:

Rep. Bolt Roses
Capitol Room 416
465 49.3]

Rep. Paul Seaton
Capitol Room 102
465-2689

Rep. Peggy Wilson
Capitol Room 403
465-3824

Rep. Slt.it"n CisMU
<iapttol Room -120
465-3875

Rep. Max (iruenberg
Capitol Room 110
465 4940

Committee Aide:
|t Lucky

165 <i6K7 iliieti
46 4'f'1 lax

CS House Bill 125 (FIN)
Sectional Analysis

Short Title: Long-Range Fiscal Plan

Section I: Makes changes to the governor’s responsibilities in the Executive
Budget Act (EBA). Deletes reference to a "financial plan™ which isn't
currently prepared and requires submission of a “fiscal plan”
concurrently with the budget, except during agovernor’s first term in
office. Describes what is required in the fiscal plan and provides
guidelines for optional recommendations and components of the plan.

Section 22 Conforming amendment to AS 37.07.020(c).

Section 3 Conforming amendment to AS 37.07.040, relating to the duties of the
office of management and budget.

Section 4. Conforming amendment to AS 37.07.060, relating to the governor’s
budget rccommend.il ions and presentation.

Section 5 Qutlines the legislative response to the fiscal plan: the presiding
officers of each house may refer the plan to one or more committees,
which would then hold at least one public hearing on the plan.

Section 6: Conforming amendment to AS 37.14.003(a). rel Ring to the mental
health budget

t/' 160/1MSHAM



.[& Executive Budget Act § 37.07.014
Chapter 07. Executive Budget Act

Section Section
jO. Statement of policy 62. Capital budget
i4 Responsibilities of the legislature 70. Legislative review

'&% Governor's primary duty 80. Program execution ] )
Responsibilities of the governor 100. Proposed supplemental or special appropria-
40. Office of management and budget tions

110. Interpretation of chapter
120. Definitions
130. Short title

50. Agency program and financial plans; mission
stateincnts
60. Governor's recommendation

nevisor’s notes. — Enacted as AS 37.35. Renum-
bered in 1970.

NOTES TO DECISIONS

Cited in International Org. of Masters v. Andrews,
626 F. Stipp. 1271 ID. Alaska 19S6).

Stic. 37.07.010. Statement ofpolicy. It is the purpose of this chapter to establish a
comprehensive system for state program and financial management that furthers the
capacity of tho governor and legislature to plan and finance the services that they
determine the state will provide for its citizens. The system must include procedures for

(1) the orderly establishment, continuing review, and periodic revision ofthe program
goals and policies of state agencies and financial goals and policies of the state;

(2) the development, coordination, and review of long-range program and financial
plans that will implement established state goals and policies;

(3) the preparation, coordination, analysis, and enactment of a budget that is orga-
nized to focus on the services provided by state agencies and on the cost of those services
and that provides for implementation of policies and plans, in the succeeding budget

period;
(1) the evaluation of alternatives to existing policies, plans, nnd procedures that ofTcr

potentiul for more efficient state services;

(5; the regular appraisal and reporting of program performance;

(fi) public participation in the development of the annual budget, including opportu-
nity for the public to review and comment upon the plans and programs of the Office of
the Governor and all state agencies in the executive branch, the legislature, the judicial
lystem, the University of Alaska, and the public corporations of the state. (8 | eh 188
SLA 1970; am 8 2 ch 108 SLA 1978; am 88 1,2 ch 2 SLA 1982)

(08 ererencer. — Fur nniatiuitiomil jimviiiloni
as to budget, sco Alaska Const., ait IX § 12

NOTES I<) DECISIONS

Suited in M-KKn/rVCo.v.Ala.ika I'ow.r Anti.., 662
F. Supp. 303 (1). Alaska 1986).

See. 37.07.014. Kosponsibilities of the legislature, (a) To carry out its legislative
power under art. Il. sec. 1, Constitution of the State of Alaska, and to promote
results based government, the legislature shall issue a mission statement for each agency
and the desired results the agency should achieve. The legislature may issue a separate
mission statement for a subunit of an agency. A mission .statement and desired results
should promote the efficient, measured use of tho state's resources, A mission statement
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and desired results constitute policy under which an agency shall operate, and, where
appropriate, the mission statement may bn implemented by statute.

(b) The legislature shall provide for a budget review function that promotes results-
based government. The legislature shall adopt a method of measuring results for each
agency, and measurements shall be reported semi-annually by each agency to the
legislature. The reports shall be used by the legislature to evaluate whether the mission
and desired results for that agency or subunit of the agency are being achieved.

(c) The legislature shall analyze the comprehensive operating and capital improve-
ments programs and financial plans recommended by the governor.

(d) To foster results-based government, to carry out the mission statements, and to
obtain desired results, the legislature shall authorize the comprehensive operating and
capital improvements programs and financial plans. The legislature shall allocate the
state's resources for effective and efficient delivery of public services by

(1) clearly identifying desired results;

(2) setting priorities;

(3) assigning accountability; and

f4'lusing methods for measuring, reporting, and evaluating results.

(e) The legislature shall

(1) provide for a post-audit function to cover financial transactions, program accom-
plishment, and compliance with legislative intent;

(2) adopt or revise tho estimate of receipts required to balance the succeeding fiscal
year’s budget in order that proposed expenditures do not exceed estimated receipts for
that fiscal year;

(3) adopt, revise, or initiate revenue measures in order to balance the succeeding fiscal
yorr's budget and tho capital improvements section ofthe budget for the succeeding six

years.
(f) To help fulfill the legislature's responsibilities under this section and achieve

results-based government, each agency shall
(1) allocate resources to achieve the mission and desired results established by the

legislature;
(2) express desired results established by the legislature and other program results in

measurable terms;
(3) measure progress towards mission statements and desired results established by

the legislature and other results;

(4) promote activities consistent with mission statements and desired results estab-
lished by the legislature that reduce or avoid future costs;

(5) plan for Ihe short-term and the long-term using consistent assumptions for major
demographic and other trends; and

(6) require accountability at all levels for meeting program mission statements and
defined results established by the legislature. (8 1ch 27 Si,A 1bJ8)

Set. 37.07.016. Governor’s primary duly. To carry out the executive power under
art. 11', see. 1and sec. Hi, Constitution ofthe State ofAlaska, tho governor shall use the
mission statements and desired results issued by the legislature as a guide to implement
and execute the law. The governor shall assure that each agency complies with the
mission statement and achieves the desired results identified by the legislature. ($ 1ch

27 SI.A 101)8J

See. 37.07.020. llospnnsihilitie.s ofthe governor, (a) The governm shall prepare a
budget for the succeeding fiscal year tbat must cover all estimated receipts, including all
grants, loans, and money received from the federal government and all proposed
expenditures ofthe state government, The budget shall be organized -o that the proposed
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by the information required under AS 37.07.050 and by the following separate bills: (Dan
appropriation bill authorizing the operating and capital expenditures of the state's
integrated comprehensive mental health program under AS 37.14.003(a); (2) an appro-
priation hill authorizing state operating expenditures other than those included in the
state's integrated comprehensive mental health program; (3) an appropriation bill
authorizing capital expenditures other than those included in the state’s integrated
comprehensive mental health program; and (4) a bill or bills covering recommendations,
if any, in the budget for new or additional revenue. The budget for the succeeding liscal
year and each of the bills shall become public information on December 15 at which time
the governor shall submit copies to the legislature and make copies available lo the
public. The bills, identical in content to the copie released on December 15, shall be
delivered to the rules committee ofeach house before the fourth legislative day ofthe next
regular session for introduction.

(b) In addition to the budget and bills submitted under (a) of this section, the governor
shall submit a capital improvements program and financial plan covering tho succeeding
six fiscal years.

(c) Proposed expenditures may not exceed estimated revenue for the succeeding fiscal
year. Thu expenditures proposed in the six-ycnr capital improvements program and
financial plan may not exceed the estimated revenue and bond authorizations passed and
proposed.

(d) [Repealed, 8 35eh 126 SLA 1094.1
(c) The budget prepared under (a) ofthis section must present the proposed operating

expenditures for each agency for annual facility operations, annual maintenance and
repair, and periodic renewal and replacement for components of public buildings and
facilities separately from the other proposed operating expenditures by the agency.
Proposed annual appropriations for an agency’s facility operations, maintenance and
repair, and renewal and replacement for components of public buildings and facilities
contained in an appropriation bill prepared under (a) of this section must lie presented
separately from appropriations for other proposed operating expenditures by the agency.
(8 1ch 188SLA 1970;am § 3 ch 1(58 SLA 1978;am § Ach 18 SLA 1980;am § 3ch 2SLA
1982; am & 1ch (61 SLA 1981; am § 35 ch 125 SLA 1991; am 88 +, 5ch 30 SLA 1997; am
88 <§ 7 ch 59 Slw\ 1997; am § 2 ch 27 SLA 1998; am 8§ 1leh 90 SLA 1998)

See. 37.07.030 Responsibilities of the legislature. / Repealed, §9 eh 27 SLA 1998.1

Sec. 37.07.010. Office of management and budget. The Alaska office of manage-
ment and budget shall

(1) assist the; governor in the preparation and explanation ofthe proposed comprehen-
sive program and financial plan, including the coordination and analysis of statu agency
goals and objectives, plans, and budget requests;

(2) prepare for submission to the governor an annually updated six-year capital
improvements program and the proposed capital improvements budget for the coming
fiscal year, the latter to include individual project justification with documentation of
estimated project cost;

(3) develop procedures to produce tie; information needed for effective policy decision
making, including procedures to provide for the dissemination of information about
plans, programs, and budget requests to he included in the annual budget and opportu-
nity for public review and comment during the period of budget preparation;

1) assist state agencies in tlu-ir statement of goals and objectives to achieve, among
other things, the legislature’s mission and desired results, preparation of plans, assess-
ments of the extent to whi h missions and desired results have been achieved, budget
requests, and reporting <o program performance; all documents forwarded by the office to
a state agency containing instructions for the preparation of program plans and budget
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requests and the reporting ofprogram performance are public information after the date
they are forwarded;

(5) administer its responsibilities under the program execution provisions of this
chapter so that the policy decisions and budget determinations of the governor and the
legislature are implemented;

(6) provide the legislative finance division with the budgetinformation it may request;

(7) provide the legislative finance division with an advance copy of the governor’s
budget workbooks by the first Monday in January of each year, except that following a
gubernatorial election year the advance copy shall be provided by the second Monday in
January;

(8) prepare the proposed capital improvements budget for the coining fiscal year
evaluating both state and local requests from the standpoint of need, equity, and
priorities of the jurisdiction; other factors such as project amounts, population, local
financial match, federal funds being used for local match, municipality or unincorporated
community acceptance of the facility, and all associated costs of the facility may he
considered;

(9) for each department in the executive branch, report to the legislature by the 45th
day of each regular session the amount of money appropriated to the department that is
expected to lapse into the general fund at the end of the current fiscal year;

(10) establish and administer a state agency program performance management
system involving planning, performance budgeting, performance measurement, and
program evaluation; the office shall ensure that information generated under this system
is useful for managing and improving the efficiency and effectiveness of agency opera-
tions. (8 1ch 188 SLA '970; am § 3 ch 95 SLA 1971;am § | ch GOSLA 1972; am § | ch
16 SLA 1976;am 8§ 5 n 168 SLA 1973;am 8 4ch 2 SLA 1982; am 88 5, Gch 63 SLA 198.3;
.m § 6ch 30 SID 1997; am § 8 ch 59 SLA 1997; am $ 3 ch 27 SLA 1998; am $ 1ch 52

SLA 2003)

(\'ihi.4 reformer®. I'nr July of Irsirlative li- nutin (hia chapter, toe AS 24 20.231(4).
nance division t< cooperate with dike <if budget and Kffoct of ninondinonls. —Tho amendment,
management in Cftablisoini; n comprehensive system  effective September m. 200.!. added imr.g’rnpli (lV)
fur itale Imdilcting and Imonrsn! manacment as sot

Sec'. 37.07.050. Agency program mid financial plans; mission statements.

fa) The agencies shall assure the development of a statewide system of results-based
government designed to increase efficiency and effectivene..s of state programs and
services. Toward that end, each state agency shall, on a semi-annual basis', identify
results-based measures that have been used to work toward achievement ofthe mission
statement and desired results -Vued by the legislature and of other goals of the agency,
and set out the results us measured. Each state agency shall also prepare information
that shall he compiled and submitted on December 15 each year lo the office, the
legislature, and the legislative finance division; this information must

(1) identify the agency mission and desired results established by the legislature;

(2) identity the goals and objectives the agency will use to achieve the legislature's
mission and desired results;

t'l) -at out ihe results of any user group surveys and, if the results do not agree with
the mission and desired results, goals, and objectives, explain why;

(1) include written, defined methods of measuring results that apply In the responsi-
bilities, products, and services of the agency;

i5) identify results based measures that have been u oil to work toward achievement
of llie mission statement, and le.xiivd lesults issued by the legislature ami other goal *nt
the agency and set out the results as measured;

16> identify surveys or other method of gathering u.a r group opinions that ho « lurn
used by *lie agency to identify ways to improve it., programs;
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(7) identify methods of measuring performance when the mission statement and
desired results issued by the legislature in' 've more than one agency and make
recommendations to eliminate duplication of g< eminent functions and waste;

(8) identify ways in which the agency has involved its employees in the development
of methods of measuring results, including opportunities for employee representatives to
participate in committees established to develop methods of measuring results;

(9) include the budget requested to carry out the agency’s proposed plans in the
succeeding liscal year, including information reflecting the expenditures during the lust
fiscal year, the expenditures authorized for the current fiscal year, the expenditures
proposed for the succeeding fiscal year, an explanation ofthe services to be provided, the
number of total positions for all persons employed or under contract by the agency for
personal services including those rendered for capital improvement projects, the need for
(he services, the cost of tho services, and other information requested by the office;

(10) include a report of agency receipts during the last fiscal year, an estimate of
receipts during the current fiscal year, and an estimate of receipts for the succeeding

fiscal year;
(11) identify legislation required to implement the proposed programs and financial

plans;

(12) include an evaluation ofthe advantages and disadvantages ofspecific alternatives
to existing or proposed agency activities or administrative methods;

(13) prioritiv.. the activities of the agency from the most important to the least
important.

(b) The state agency proposals prepared under (a) of tin's section must describe the
relationships of their program services to those ofother agencies, of other governments,
and of nongovernmental bodies.

(c) The office shall assist agencies in the preparation oftheir proposals under (a) of this
section. This assistance may include technical assistance, organization of materials,
centrally collected accounting, budgeting and personnel information, standards and
guidelines formulation, population and other required data, and any other assistance
tin.t will help the state agencies produce the information necessary for efficient agency
management and effective decision-making by the governor and the legislature.

(d) If any state agency fails to transmit the program and financial information
provided under (a) of this section on the specified date, the office may prepare the
information.

(e) The ollico shall compile and submit to the governor elect in any year when a new
governor has been elected, not later than November 20, a summary of the pro. ram and
financial information prepared by state agencies.

(0 Budgetrequests for boards and commissions and for those agency programs for the
fiscal year following termination under AS <14.66 shall bo prepared and submitted. The
recommended appropriation request must include

(1) an identification oftlie objectives intended for the program and the problem or need
that the activities and operations of the board, commission, or program is intended to
address;

(2* an assessment of the degree to which the original objectives of the program have
been achieved expressed in terms of performance, effects, or accomplishments of tho
program and ofthe program or need that it was intended to address;

(3) a statement ofthe performance and accomplishments ofthe program in each of the
last four completed fiscal years and ofthe costs incurred in the operation ofthe program;

mll a statement of the number and types of persons nffectid by operation of the
program;

it a .summary statement, for each of the lust throe completed fiscal yens, of the
number ofjierisoiiinl employed in carrying out the program and a summary ofthe cost of
personnel employed under contract in carrying out the program;
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(6) an assessment of the effect of the program on the economy of the state;

(7) an assessment of the degree to which the overall policies of tho program, as
expressed in regulations adopted by the agency, board, or commission and its decisions,
meet the objectives of the legislature in establishing the program;

(8) an analysis oi the services and performance estimated to be achieved if the life of
ihe agency, board, or commission were to be continued;

(9) a prioritized list of the activities the agency, board, or commission would be
expected to perform if the life of the agency, board, or commission were to be continued,
from the mostimportant to the least important.

<g) All goals and objectives, plans, programs, estimates, budgets, and other documents
fo ewarded to the office of management and budget by a state agency under this section
are public information after the date they are forwarded.

(h) Each agency shall, with participation of its employees, develop methods for
measuring agency results. A group or committee established by an agency to develop
methods of measuring results shall include a representative of each of the bargaining
units that represents employees of the agency. (8 Lch 188 SLA 1970; am 8 4 ch 95 SLA
1971;am 8 1ch 97 SLA 1970; am 8 5ch 149 SLA 1977;am 8 Gch 1G8 SLA 1978; am § 28
ch 63 SLA 1983; am 88 4, 5ch 27 SLA 1998; am §81,2 ch 98 SLA 2002)

subsection (0 lidded paraBnijih (9) mid made stylistic

Effect of amendments. — The 2002 amendment,
changes,

effective September 20, 2002, in subsection (u) added
paragraph (13) and made stylistic changes; and in

NOTES TO DECISIONS

quircd to be disclosed by the terms of subsection (|p.

Public disclosure of budget impact memo,
Capital Info. Croup v. State, Olfice of Governor, 923

ratula. - Budget impact memoranda prepared by

state department heads at the request of the director
of the Olfice of Monagcmei.t and Budget pursuant to
thin section, although meeting the threshold require-

P.2d 29 (Alaska 1990)
Staled in M KEngg v Almka Power Auth,, 602

p Stipp. 303 (D. Alaska 10gfi)

ments of the deliberative process privilege, wi re re-

Sue. 87.07.0li0. Governor’'s recommendation, (a) The governor shall formulate
the operating aid capital improvements programs and financial plans required to bo
recommended to the legislature by AS 37.07.020 after considering the state agency
proposed program and financial plans, and oilier programs and alternatives that the
governor considers appropriate. The plans must include the governor's recommended
missions and results, iccommendod strategies to implement the missions and results,
recommended measures for determining whether the missions and desired results are
achieved, including an assessment of whether prior year missions and desired results
have been achieved, recommended operating program for the succeeding fiscal year,
recommended capital improveme nts program for the succeeding six fiscal years, recom-
mended programs for the upgrading of public buildings and facilities prepared in
nccordii 'O with AS 35.10.015, and recommended revenue measures to support the
programs.

(b) The governot slul'i present the proposed comprehensive operating and capital
improvements programs and financial plans in a message to a joint session of the
legislature before the fourth legislative day following the convening ofthe legislature in
legwlar .ession. The message must he accompanied by an explanatory report ihat
amimnri/cs recommended goals, plans, and appropriations. The report must contain

(Il the coordinated program goals and nnjectives which the governor recommends m
guide the decisions on the proposed program plans mid budget appropriations;

12) the governor's operating program and budget recommendations for the succeeding
fiscal year organized I»y agency a *required by AS 37.07 080m);



Executive Budget Act § 37.07.062

3) the governor's capital improvements program and budget recommendations for the
succeeding fiscal ycnr and capital improvements program for the succeeding six fiscal
years which must include

(A) a description of each project, its estimated cost for tho year construction is to start
and the estimated cost of the project adjusted for inflation over tho estimated period of
construction, and the source offinancing for the project; the project description for a new
building or a new facility or for a major addition to a building or facility should include
asite plan, preliminary drawings, and .architect’s or engineer's total cost estimate for the
project;

(B) a summary of projects previously authorized and not yet completed;

(C) a summary, listed by agency, of all previously proposed projects that have been
deferred beyond the six years covered by the plan and the year in which construction has
been rescheduled to begin;

(D) aforecastofthe debt structure of the state and the various debt ratios over the life
of the state’s bonds outstanding, bonds authorized and to be issued, and bond authori-

zations recommended in the plan;
(E) a description of additional revenue measures needed to finance the plan in lieu of

debt;
(F) bond election bills to authorize the bonds required to fund the projects scheduled

for the first three years of the plan;

(G) projections of population of the state and its regions and communities;

(I economic data and projections necessary for the evaluation of the plan;

(4) asummary ofstate receipts in the last fiscal year, a revised estimate for the current
fiscal year, and an estimate for the succeeding fiscal year;

(5) a summary of expenditures during the last fiscal year, those authorized for the
current fiscal year, and an estimate for the succeeding fiscal year,;

(6) any additional information that will facilitate understanding of the governor's
proposed programs and financial plans by the legislature and the public. (§ 1ch 138 SLA
1970; am 8 7 ch 168 SLA 1978; am 8 1ch 96 SLA 1980; am § 6 ch 2 SLA 1982; uni § 1

ch 111 SLA 1986; am § 6 ch 27 SLA 1998)

See. 37.07.062. Capital budget, (a) Each appropriation hill authorizing cupital
expenditures required to bo submitted to the legislature in AS 37.07.020(a) must he
accompanied by documents supporting tlu* expenditures for each of the capital projects
funds (AS 44.42.080). The documents must list, for each project, the (I) project
iden.ificution number; (2) project title; (3) source offunding; (4) amount expended on the
project during the preceding fiscal year, the amount authorized for the current fiscal year,
and tho amount proposed 'o be expended during the succeeding fiscal year; (5) estimated
start for construction; (6) schedule of bond elections pertaining to the appropriation,
including elections previously held. The total appropriation to each capital projects fund
must he reflected in the balance sheet of each fund as of June 30 of each fiscal year,

(b) Upon the effective date ofeach appropriation bill authorizing capital expenditures,
the amounts appropriated by the bill fur capital outlay shall be paid into the appropriate
capital project funds established under AS 44.42,080.

fc) The balance sheet of each capital projects fund (AS 44.42.080) shall, at the end of
each fiscal year, contain tin* following items so as to reflect the status of each fund and
that the appropriations to each fund are not based upon a fiscal year:

(1) cash with treasury — shows a normal debit balance;
t2) bonds authorized and unissued — snows a normal debit balance; these are assets

ol each fund and shall he sold in accordance with the election date ofeach authorization;

the proceeds are expended on u first-in, first-out basis;
(3) bonds to be authorized — shows a normal debit balance; these shall be reflected in

genera! obligation bond or revenue bond act proposals accompanying each year’s capital
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improvements program revision; the general obligation bond act proposals are to provide
funding for the three fiscal years following the general election date;

(4) IRepealed, § 62 ch I-t SIA 1967.]

(5) general fund; other — shows a normal debit balance; additional appropriations
from the general fund above those required by law for capital outlay;

(6) other funds — shows anormal debit balance; appropriations from other state funds

for capital outlay;
(7) federal aid — shows a normal debit balance; includes funds expected to be received

from federal sources for capital projects;

(8) expenditures, prior fiscal year — shows a normal credit balance;

(9) encumbrances — shows a normal debit balance;

(10) reserve for encumbrances — shows a normal credit balance;

(11) fund balance — shows a normal zero balance.

(d) The annual financial report of the state must contain tho following statements for
each capital projects fund:

(1) balance sheet;

(2) analysis of changes in bonds authorized and unissued;

(3) analysis of changes in bonds to be authorized;

(4) analysis of changes in funds lo bo provided by others;

(5) statement of expenditures and encumbrances compared to appropriations. (8 Sch
1G8 SLA 1978; am § 62 ch 14 SLA 1987; am 8 7, 8 ch 30 SLA 1997; am 8§ 9, 10 ch 59

SLA 1997)

Sec. 37.07.070. Legislative review. The legislature shall consider the governor’s
proposed comprehensive operating and capital improvements programs and financial
plans, evaluate alternatives to the plans, make program selections among the various
alternatives and determine, subject to available revenues, the level of funding required
to support authorized stale services. 'lhe operating and capital budgets of each agency
shall be separately reviewed. During each regular session of the legislature, legislative
review of the governor’s supplemental appropriation bills and the governor’s budget
amendments shall be governed by the following time limits:

(1) requests by the governor for supplemental appropriations for state agency operat-
ing and capital budgets for the current fiscal year may be introduced by the rules
committee only through the 30th legislative day;

(2) requests by the governor for budget amendments to state agency budgets for the
budget fiscal year may lit! received and reviewed by the finance committees only through
the 45th legislative day. (8 | ch 188 SLA 1970; am 8§ 1ch 66 SLA 1977; am 8 9 ch 10S
SLA 1978; am 8 6 ch 2 SLA 1982; am 88 7, 8 ch 63 SLA 1983; am 8 9 ch 30 SLA 1997:

am § 11 ch 59 SLA 1997)

See. 37.07.080. Program execution, (a) Kxcepta* limited by executive decisions ol
the governor, the mission statements and desired results issued by the legislature,
appropriations by the legislature, and other provisions of |aW, tim several state agencies
have full authority for administering their program service assignments and arc
responsible for their proper management.

(b) k'acb state agency shall prepare an annual plan for the operation of each of it*
assigned programs except for programs that are exempted from this requirement bv tig
office. The operations plan shall be prepared in the form and content and lie transmitted
on the date prescribed by the office.

(cl The office shall
|li review each operations plan to determine that it is consistent with the executive

decisions of the governor, the mission statement ami desired result* issued by th(
legislature, appropriations by the legislature, and other provisions of law, that it reflect*
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proper planning und cllicient management methods, and that appropriations have been
made for the legislatively established purpose and will not be exhausted before the end
of the fiscal year;

2) approve the operations plan if satisfied that it meets the requirements under (1)
this subsection; otherwise, the oflice shall require revision ofthe operations plan in whole
or in part.

(d) A state agency may not increase the salaries of its employees, employ additional
employees, or expend money or incur obligations except in accordance with law and
properly approved operations plan.

(e) Transfers or changes between objects of expenditures or between allocations may
be made by tho head ofan agency upon approval ofthe office. Transfers may not be made
between appropriations, including transfers made through the use of a reimbursable
service agreement or other agreement, except as provided in an act making the transfers
between appropriations. However, a reimbursable service agreement or other agreement
inuy be used to finance the provision of a service if

(1) the agency that requires the service has, by law, the authority to obtain or provide
the service and has an appropriation that may be used for that purpose; and

(2) the agency that provides the service bills the agency administering the available

funds based on

(A) the actual cost to provide the service; or

(B) a cost allocation method approved by the oflice,

(0 The office shall report quarterly to the governor and the
operations of each state agency, relating actual accomplishments to those planned and
modifying, if necessary, the operations plan of any agency for the balance of che fiscal

legislature on the

year.
(g) The governor may direct the withholding or r duction oi appropriations to a state

agency at any time during the fiscal year only if the governor determines that tho planned
expenditures can no longer be made due to factors outside the control of the s'ate which
make the expenditure factually impossible.

(h) The increase ofan appropriation item based on additional federal or other program
receipts noL specifically appropriated by the full legislature may be expended in

accordance with the following procedures:
(1) the governor shall submit a revised program to the Legislative Budget und Audit

Committee for review;

(2) 45 days shall elapse before commencement of expenditures under the revised
program unless the Legislative Budget and Audit Committee earlier recommends that
the state take part in the federally or otherwise funded activity;

(3) should the Legislative Budget and Audit Committee recommend within the 45-day
period that the state not initiate the ad-, u'onal activity, the governor shall again review
the revised program and if the governor determines to authorize the expenditure, the
governor shall provide the Legislative Budget and Audit Committee with a statement of
tho governor’s reasons before commencement ofexpenditures under the revised program.
(8 Ich 188.SLA 1970;um88 1— 3ch 26SLA 1976;nm 88 2,3 ch 74 SLA 15)77; am 8§ 4,
r>ch fit) SI.-A 1979; am 88 9 12 ch 63 SLA 1983; am S 1ch 18 SLA 1994; am 8§87 — 9

ch 27 SI1,A 1998)

Kevi-or'K note*.  Subsection (g) wan roorg/mui’d  1ldGii tho separation ol' powers doctrine :iml is an

to reflect the 1998 repeal of former p irngruph
Cross reference-, For definition of “program
receipt.-" applicable to tllia taction, nee AS 37.03 MG
legislative history reports.  For report on ch.
20, SLA IN7fi(]|1J 7tiUam 8), see t'i-ti Ifonnedonrn.il,
p, 308

Opinions ofattorney general. - Vesting outline-
ity In the Legislative budget and Audit Committee to
approve transfers between appropriation items vii.

improper olcg-Kimi of a_legislative function to an
interim committee duly ZZ 1970 Op. Att'y (ion.

Section 1313) ol the [!l-’fi budget bill, whie'i autho
ri/ed the budget and Audit Coionott.ee to uupervioe
the governor'- execution oftho budget ict, spocgleally
over that portion of it which permitted him to transfer
appropriation items, constituted an eni'rina hmonl on
executive power and offended the Alaska Coiutilu-
lion, duly 197C Op. Att'y Hen.

of
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NOTES TO DECISIONS

Coiistitulionality. — Paragraph (g)(2) of this sec-
lion is un. onstitutional for two reasons: first, because
it; delegates power over appropriations, a power which
can only be exercised by Ihe legislature in accord with
the procedures mandated by Alaska Const, art. II;
second, because tnc statute lacks standards lo guide
the exercise of administrative discretion. In either
case, thestatute violates the principle of separation of

U 10 (Alaska0 IMT) °U
A 1987 curative act (ch. 9, SLA 1987 and § 32, ch. 3,

Fairbanks North Star Borough, 73G P.2d 11-10(
1987), was a valid and constitutional exercist
legislative power and cured any constitution!
mitioa in the governor's earlier actions. Fairbi
star Borough v. State, 753 P,2d 1158 (Alaska
Budgetnrv system established by statu*
»~icmentini{ Constitution. - Statutory la
implcmenUng Alaska Const., art IX, § 13,

lishc3 0 b' which “Il nPPreP>

nre ™ de b? f ' A5 f ltye™n'
v-£°hno. fJ.ZdB(AIaska 197'%). 4

F if A 1987), passed with the express intention of
validat«ng th* govcrnor'dimpoundment orders, which
had been rendered void by the decision in .Stnte v.

A Cited in M-K Engg Co v. Alaska | ower Am
~ Supp. 303 (> Alaska 1986).

See. 37.07.0M). Performance reporting. [Repealed, 8 .9ch 27 SLA 1998.]

Sue. 37.07.100. Proposed supplemental or special appropriations. The |
nor from time to time may transmit to the legislature proposed supplemental or S
appropriations in accordance with AS 37.07.070 which in the governor’s judgmei
necessary. However, if the governor finds that an emergency situation necessilati
proposal of supplemental or special appropriations, the governor may transmit th
the legislature at any time. The governor shall accompany each proposal w
statement of the reasons for it, including the reasons for its omission from the bt
(8 1eh 188 SLA 1970; am 8 13 ch 63 SLA 1983)

NOTES TO DECISIONS

lislies a budgetary system in which nil nppropi
are made by legislative net, Municipality of A<
v. Frohne, 568 VM 3 (Alaska 1977),

Budgetary system established by statutes ini-
implementing Alaska Const., art. IX, § 13, cstab-

Sec. 37.07.110. Interpretation of chapter. This chapter shall be constru

supplemental to all other state laws not in conflict with it. If a section or partofas
of this chapter is in conflict with ledoi il requirements for a program for which ft
grant-in-aid funds are available, tin section or part, to the extent of the confl

inoperative. (8 1ch 188 FLA 1970)

See. 37.07.120. Definitions. In this chapter,

(1) “agency” means a department, ollicer, institution,
division, or other administrative unit forming the stale government and include
Alaska Pioneers' Home, the Alaska Veterans' Home, and the University of Alask.
does not include the legislature or (lie judiciary;

(2) "allocation"” means an amount sot out as a legislative guideline Ibr expemlitt
a state agency for a stated purpose within fhe total amount of an appropriation;

(3) "appropriation” means a maximum amount available for expenditure by a
agency for a stated purpose set out in an appropriation act;

(-1) "capital projects "mid "capital improvements" mean an allocation or apprnpr
item for hi assetwitli an anticipated life exceeding one year and a cost exceeding $2
and include land acquisition, construction, structural improvement, enginerriiq
design for Un project, and equipment and repair costs;

(7>) "facility operations" means activities and expenses relating to the day |
operation! ofa building or facility, including utilities, janitorial service, security so
snow removal, and direct supervision of related niaiuti nance activities;

(6) "fiscal year" means a year beginning on duly ] of one calendar year and einii

dune 30 ofthe following calendar year;

board, commission, in
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«7) “maintenance and repair” means tho day-to-day scheduled and preventive main-

tenance effort, including minor repair work, required to keep a building or facility

operational and in a continuous state of readiness;
i,8' "object of expenditure" means a line item ofexpenditure within an allocation or an

appropriation;
(9) “offlce” means the Alaska office ofmanagement and budget established in the Office

ofthe Governor by AS 44.19.141;

(10) “renewal and replacement” means the scheduled replacement of worn-out major
building components and the-replacement or retrofitting ofobsolete or inefficient building
systems in order to maintain or extend the life ofa building or facility. (8 1cb 188 SLA
1970; am 5 4 ch 26 SLA 1976;am 8 2ch 97 SLA If "6; am 8 7ch 46 SLA 1977; am 88 14,
26 ch 63 SLA 1983; am 8 2 ch 90 SLA 199S; am § 9 ch 59 SLA 2004)

Rcvibor’s notes. —Reorganized in 1933 to alpha-  effective July 1, 2004, inserted “the Alaska Veterans'
liecize the defined terms. Paragraphs i5) ami f7) were  Home" in paragraph (1), and made stylistic changes,
enacted as (8) and (9), respectively. Renumbered in Opinions of attorney general. —The University
1993, at which time former (5M7.) were renumbered  of Alaska is subject to the provisions of this chapter,
us (6), (Si, and (9), respectively. February 26, 1977 Op. Att'y Gen.

Effect uf amendments. — The 2004 amendment,

NOTES TO DECISIONS

Quoted in Ellis v. City of Valdez, GR P.2d 700
(Alaska 19841.

Sec. 37.07.130. Short titlt*. This chapter may be cited as the Executive Budget Act.
<S 1ch 188 SLA 1970)

Chapter 10. Public Funds.

Article
1 Cu-todianr. of State Funds («$ 37 10.010 — 37,10.040)

2. Charges ter State Services: Accounting (i§ 37.10 060 — 37,10.060)
3 Investment and Deposit of State Funds Ijii 37.10.070 — 37.10.088)
4 Recovery of Money or Property lllegally Paid or Diverted 37 10090. 37.10 IOCi

7. Alaska Retirement Management. Hoard i}531.10.210 —37.10 31)0,
(¢ Constitutional Budget Reserve Fund itj .57.10.410 —37.10 430)

Administrative Code. -- For Alaska rctiiemonl
management bo.n 1 see 10 AAC 112

Article J. Custodians of State Funds.

Si'iiion Section
10 Ihubtir.Miiu rt-> 70 Reaponr.Jiihty of officer or employee approving

20 Vouchers in he ippruwd by edmini‘draUvo ulli or certifying voucher
cer 40. Enforcement of liability

See. 37.10.010. Disbursements. The Department of Administration shall

11) disburse money only upon vouchers certified by tlu department, establishment, or
agency concerned, or an olucer or employ" Mit antiuiizod in writing lo certify the
vouchers;

12) make an examination of vouchors necessary to itscerlaiu whether they are in
proper form, certified and approved, computed on the bads of the find..-: certified; and

<3) he held accountable accordingly. 12-3-1 ACLA 1919)
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It is about time for a fiscal plan

(Published: February 5, 2007)

Pardon us for pointing out the obvious, but this state still has no real fiscal plan despite years of talking the
subject nearly to death. Admittedly, the Legislature may have a lot on its plate this year, but figuring out
how to fund government in the future and ensure Permanent Fund dividends isnosmall matter,especially

for those of us who revile the notion of an income tax.

Times are good now. High oil prices are keeping the wolves from the door, but with declining production, and
a gas line a decade or so away, it would seem prudent to begin looking at exactly where state government
will draw revenues when times are tougher and its emergency stash, the Constitutional Budget Reserve, a
repository for Windfall profits from royalty and tax settlements, dries up.

Another problem. Continued and repeated draws on the CBR in the post tostem the flow of red ink made
bond-rating agencies nervous and that could cost the state in the long run.

So far, the best prospect has been some version of the Percent of Market Value, or POMV, approach that
would take some percentage of the $35.9 billion Permanent Fund each year, say 5 percent, and divide that
amount between government operations and dividend hecks.

The small percentage used would cushion the fund fro n radical, short-term swings in the national economy
and allow the fund to grow. It is a method used by large institutional funds across the nation, and one

designed to protect those pots of money.

There will always be problems with trying to craft such a plan here, first from those who have enshrined the
Permanent Fund and view any use of its earnings as a "raid," to those who would think it a nefarious plot of

some kind to resurrect former Gov. Frank Murkowski.

As it stands now, using the Permanent Fund's earnings has become a political third rail, despite the 1976
constitutional amendment that stipulates the earnings be placed in the general fund tu run government. Most

politicians would rather take a beating than suggest such a thing.

A POMV would avr id some of that, and, over the years, there have been various plans and formula; for such
a program. Some would have used the money for education and dividends; others, only dividends; and still

others, to run state government.

But, for one political reason or another, nothing has been done. Now, while oil prices are high, is the perfect
time to begin talking rationally about a POMV or some ethr vehicle lo fund government and fuel dividends in
the future. There is little pressure and lots of time.

llistoiy shows us it will not always be this way.

Print Page | Close Window
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Fiscal plan

(Published: March 19, 2007)

House bill requires 10-year look

The House could vote soon on legislation that just might help Alaskans and their elected leaders pay
more attention to the state's fiscal future. With passage expected in the House, the bill would move
next to the Senate for its consideration. And, from there, the final step would be the governor for

signature into law.

That would be a good thing.

The measure would require governors to annually prepare a 10-year fiscal plan, with estimates for
major sources of state revenues and expenditures, along with projecting the balance in the state

budget reserve fund.

Supporters believe -- rightfully so - that the best way for the state to prepare for the years ahead is

to start thinking now about how to pay the bills.

Alaska has long lived year to year on the whims of world oil prices, hoping for high prices and dreading
the opposite. The budget reserve fund covered the deficits of the 1990s through 2003, before rising oil
prices brought fat tax and royalty checks to the state treasury. That's been the state's fiscal plan ever
since the pumps started up at Prudhoe Bay 30 years ago, but many legislators are wisely saying it's

time for something better.

The House legislation, presented by tne Ways and Means Committee, woula .equire governors to
prepare a 10-year plan showing balanced spending while ensuring that the state maintains essential
public services. Protecting the Permanent Fund and its annual dividends would also be on the work list.

Plan ahead, make good choices, and all could be well in Alaska. But bury our heads in declining oil
wells, don't think about the future and life could get very poor around here in a few years.

Presenting a fiscal plan each year isn't going to magically make more money appear. Nor will it make
the annual budget-writing process much easier. But it will force elected officials and the public to think
about the future. Seeing it in black and white will push Alaskans — we hope -- to start serious
discussions about where the money will come from in the years ahead for schools, roads and all the

other public services.

The Seriate has its own version of a long-range fiscal plan bill, but the House version is more
comprehensive and closer to passage, This looks like a good year to pass the bill and start planning for

tile future.
BOTTOM LINE; Alaska cannot afford life without a long-range fiscal plan.

Copyright w 2007 Tho Anchoi.itjc Dnlly News (www.niln.com)
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February 14, 2007

Representative Mike Hawker, Chair
Jouse Ways & Means Committee
State Capitol

Juneau, AK. 09801

Dear Representative Hawker,

The Alaska Slate Chamber of Commerce strongly supports 1B 125, State
Fiscal Planning has been a top priority of the Slate Chamber for many years.
We believe the slate needs stability in budget planning as volatile state
revenues create unforeseeable budget gaps and revenue excesses. Any smart
business plans for future years through detailed planning of revenues and
expenditures, with adjustments made each year,

Amending Alaska Statutes regarding the Executive Budget Act, I1B 125
assigns a long-p33s26¥e 1, 'an requirement, to the Governor’s duties of
providing yearly budgets. Under MB 125, Ihe Governor’s liscal plan reaches
forward 10years into the future, showing legislators and the public what to
expect in lean years and in years ofexcess. 11B 125 may fall short of
enacting an actual liscal plan; however, 1B 125 will | rovide fora constantly
evolving framcwork-a liscal plan, for the legislature and the public to follow
as budgets are enacted from year to year.

With new legislators every two years, a volatile oil market, a PhD citi/.enry,
and a new governor every four years, 1B 125 hurdles many of the states
political quagmires that may prevent adopting a long-term lise-1 plan.
Simply, requiring that a plan be submitted each year along with a budget,
creates a lirst in Alaska, liscal planning. 1he Alaska State Chamber strongly
advocates for 11B 125 and we hope Ihe bill will move quickly through Ihe

legislature.

Yours in cconc inie prosperity,

President/CFO



Alaska State Chamber of Commerce
2007 Priority
Fiscal Plan

The Alaska State Chamber of Commerce urges the Legislature to adopt a comprehensive fiscal policy.
The State Chamber recognizes that the first problem in adopting a comprehensive fiscal policy is lo have
acommon definition of what is a fiscal policy. While the Stale Chamber recognizes that no policy can
bind future legislatures, the policy should reflect long-term sustainability and the best combination of the

following considerations.

Economic development and business opportunities need some level of fiscal certainty. That
certainty can only be accomplished with a comprehensive fiscal plan which addresses state
spending in times of shortfall and defines essential priorities

A comprehensive liscal policy fiscal policy should determine what constitutes a basic budget of
essential services in times of revenue short-falls

A comprehensive fiscal policy should seriously consider a two-year budget cycle based on funding
these essential government services
A comprehensive fiscal policy shall recognize the complex dependency of locally delivered
services that are funded through stale revenue sharing and factor that into the policy
A comprchensi.e fiscal policy should address 'lie PIERS/ i HRS issue making this state obligation
actuarially sound

A comprehensive fiscal policy should include the utilization and sustainability of the
Constitutional Budget Reserve

A comprehensive fiscal policy should adopt the perecnl-of-markci (POMV) management tool for
the Alaska Permanent Fund,

A comprehensive fiscal policy should reasonably anticipate scenarios of growth predicated on
realistic resource development and its affect on budgets

Forge aplan for implementation of a program to privatize state services that could be
competitively piovided by the private sector

A comprehensive fiscal policy should not preclude me continuation of the Alaska Permanent Fund
Dividend program

No additional business taxes should he uncled by the legislature until a fiscal plan is developed.
Further, the State Chamber reiterates that fiscal discipline and legislative accountability must

precede any new taxes.

l'ugc I ol |



Chugiak-Eagle River ChamberofCommerce

"Place of Many Placet"
March 28, 2007

Representative Mike Hawkei
Alaska State Legislature
State Capitol

Juneau, AK 99801

Dear Representative Hawker:

On behalf of the Chuglak-Eagle River Chamber Board of Directors, we want to
commend you for the introduction of HB 126- Lona Rang* Fiscal Plan legislation

Introduced this session.

Our Chamber and many other businesses and trade associations have requested
that a Long-Rango Fiscal Plan needs to be developed In order to assess long-
range Implications of decision-making. As noted In the Sponsor Statement,
decisions ahouid not be made in a vacuum with a one-year budget and six-year
Capital Improvement Plan. Our Board of Directors absolutely agree that impacts
of the recent petroleum severance tax, potential gas line contract and falling North
Slope oil production Juxtaposed with rising costs In such areas as Medicaid,
education and deferred maintenance need to be continuously assessed In order to
make responsible decisions. It Is the obligation of our elected officials to look

beyond the immediate fiscal year under consideration.

We appreciate your efforts on this Important work and look forward to seeing a
long-range fiscal plan acted on this session. As a Chamber, we have long
supported Its creation for tho benefit of our community and Alaska.

With regards,

Michasl Mtlielu
President

CC;

Senator Bunde

Senatoi Dyaon

Senator Huggins
Representative Dahletrom

Representative Fairclough
ReprsaentatJve Stottza

(907) 8044702 PHONE » (907) 804-1205 FAX

P0.60X 77033.1lAOLERIver AASKAQ0377 » 11401 OIOQIENN HQYWAX SIJiff: 105, FAUIt RiVd, ALASKAQ0S/7
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Requested by: Council Member Greg Koskela
Adopted: February 23. 2007

Vote: Ewing, Holler, Koskela, Menard and Metiva in favor; Cox absent

CITY OF WASILLA
RESOLUTION SERIAL NO. 07-07

A RESOLUTION OF THE WASILLA CITY COUNCIL URGING THE ALASKA STATE
LEGISLATURE TO DEVELOP AND ADOPT A LONG-RANGE FISCAL PLAN

DURING ITS 2007 LEGISLATIVE SESSION.

WHEREAS, the Slate of Alaska has no long-range fiscal plan in place to balance
revenues and expenditures; and

WHEREAS, State revenues over the past quarter century have relied on
petroleum extraction revenues for over 80 percent of its total annual operating
revenues; and

WHEREAS, diversified economic development requires a stable and predictable
State-wide and local fiscal environment; and

WHEREAS, the continual decrease in overall State revenue sharing, including
matching grants and educational funding, have led to severe stress on local municipal
budgets resulting in decreased service delivery throughout the State; and

WHEREAS, the current price of ail has resulted in a temporary increase in Si e
revenues which provides an additional short period of time for the Legislature to
develop a long-term fiscal plan for tho State; and

WHEREAS, future spending plans should reflect declining oil revenues, as well
as projected revenues nom other natural resources of the slate; and

WHEREAS. House Bill 125, currently int.oduced in the 2007 Legislative Session
provides a way to achieve fiscal responsibility in the State of Alaska.

NOW THEREFORE BE IT RESOLVED, that the Wasilla City Council, urges the
Alaska State Legislature to develop and adopt i Long-Range Tiscal Plan during its

2007 Legislative Session.
ADOPTED by the Wasilla City Council on February 20. 2007.

6 YW\ Idlw

AfTFUT- DIANNE M KELLER, Mayor

[SEAL]
KRISTIE SMITHERS, MMC, City Clerk

City uf Wasilla Resolution Serial N0, 0/ 07

Pago 1of 1

Postage has been paid
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reduce local taxpayer subsidization of stale [ands and facilities. Based on (he above criteria, local
taxpayers are currently subsidizing slate government by approximately $/5 million per year. These
subsidies should be funded with a P1LT.

2. State Funding for Education:

a, The League supports continued long-term full funding of the education foundation program,
school debt reimbursement and construction. The foundation formula should be adjusted annu-
ally lo compensate for inflation (See Part Il, Education A.4. for a full discussion on the state's
constitutional mandate to provide schools).

b. The League strongly encourages amending the education foundation formula so it is equitable to
local governments and does not take unfair advantage of changes ii. local assessed values.

3. Municipal Capital Matching Grants:

a. The League supports full funding for the Municipal Capital Matching Grant Program, using
earnings of the Amerada Hess Account for local capital infrastructure needs at not less than the
historical funding level of $28to 32 million level peryear, adjusted for inflation since inception of
the program during the Hickel Administration (See also A.l. in Public A'orks and Infrastructure
section). The purpose of the Municipal Capital Matchin% Grant Progiam was to allow communities
lo meet their top infrastructure needs most efficiently while shielding them from the political

legislative allocation process.

b. State and Municipal Facilities and Infrastructure: Funding for the maintenance of state and
municipal facilities and infrastructure should be provided on a timely and consistent basis.

¢. Deferred Maintenance: Theexistin program to provide ongoing funding for deferred main-
tenance for state and municipal public facilities and infrastructure should be expanded using
revenue sources other than local taxation for state mandated facilities.

d. Governmental Accounting Standards Board (GASB) Statement Number 34: State support should
be at a level at which municipalities can implement a deferred maintenance program and establish
necessary -eserves sufficient for future maintenance in order to comply with GASB 31

4. Long-Range State Financial Plan:
a. Overall policy: The adoption of a slate operation and Iong—rang?e fiscal plan is critical to a stable
future for all Alaskans by promoting affordable state and local lax levels, and adequate slate and
local services with balanced complementary revenue sources for municipalities and the state,

b. Guiding Principles fora Financial Plan: Elements that should be included in a long-range financial
plan are: S N
1 The plan provides financial stability. o
 Annual revenues are stable, predictable, and diversified.
» State and local taxes are predictable.

2 The plan is sustainable. o
* Protects and grows state and municipal financial assets.
» Advances financial investment policies that maximize the returns of these assets.

3. The plan is fair. . _ .
» Any trade-offs between taxes, dividends, and public services are balanced across

household:., businesses, industries, and communities. S
» Economic activity supported with public dollars should provide financial return to state

and/or local treasuries.

Provides smooth transition between substantial changes in dividends, taxes and/or penlic

services.

At ASKA MUN” AL LLI'ACUI!



¢. Public Education and Involvement Regarding a Long Range Fiscal Plan:

. Municiﬁalities should assist the Legislature and th® Administration in educating the public
througn the use of local media, public forums, resolutions, creating local fiscal coalitions with
local groups such as the PTAs and Chambers of Commerce, presentations at meetings of local
organizations, one-on-one discussions with citizens, etc.

» The Administration must give Alaskans all the facts necessary to make decisions regarding a
Long Range Fiscal Plan by developing written information, an interactive web site, meeting
with local elected officials, etc.

o The Legislature should educate, inform and involve all citizens in these decisions regarding
both fiscal and public service impacts through local forums, meeting with local officials,
determining the impact of stale budget actions on local taxes and services, and providing
funding for schools lo implement Alaska Civics and History to give young Alaskans
information on how our government works.

 Together, municipalities, the Governor, and the Legislature should engage the public in a
dialogue over the levels of public services that should be provided,

d. Legislative Open Meetings: To increase public understanding and support for legislative policy
decisions, tholegislature should hold open meetings to consider solutions for a Long Range Fiscal

Plan.

e. Community and Local Control Issues: _ o
» Revenue sharing oraCommunity Dividend isacomponent of the plan lo maintain viable local

communities with stable local taxes and services.

o Currently 1020f 163municipalities depend on a sales lax of 1% -7%. The League vigorously
defends sales lax as a local option to maintain control over this key local revenue source.
Imposition of a Stale sales lax would jeopardize local economics and cause a reduction in

municipal sales tax.

f. Components of Ihe Long Range Fiscal Plan:
There are two components that create a liscal gap: revenue and spending.
|. Spending:

a.p Slat§8pending Limit: It is important to recognize that a balanced financial plan must
respond to the public's concern to control state expenditures targeting long term financial
stability. To this end, the League supports a spending limit that provides such restraint,
but also includes the flexibility lo respond to changing conditions including population,
inflation, loss of federal funds, federal mandates, and emergencies.

). Sound Fiscal Policy: The supplanting of general fund dollars with federal funds should
only be done when it does not impair the effectiveness of a program in achieving its
intended results, or its long-term viability should those federal funds at some point cease
tosupplant general fund dollais. Arbitrary replacement of state funds will serve as a
disincentive to programs to diversify their sources of funding,

¢. Accountahility: A strong emphasis should be placed on the efficient use and accountability

of public funds.

2. Revenue: (onsider new revenues and equitable fees for state services to reduce the drain on
dwindling, state reserves. Consultation between stale and local government is essential before
the adoption of a broad-hased fiscal plan.

a. Income Fax: Some form of a stale income tax should be considered as pailol an overall stale
fiscal plan. An income lax should include all wages earned in the Slate of Alaska regardless
of residency.

b. Permanent Fund Earnings:'File | eague supports investment and payout policies that
provide a consistent financial return, with a Percent of Market Value (POMV) endowment
plan, that results in payment of stable dividends to citizens and revenue to support state

and local government services.

20117I'm n >Siaii mi mi



C. KeeP Sales Tax Local: A state sales tax is strongly discouraged hecause itwould jeopardize
local economies, reduce municipal sales tax revenue, and interfere with the evolution
of municipal sales tax codes and exemptions, which have been refined and tailored to
individual communities.

d. Natural Resource Revenues _
e North Slope Natural Gas Pipeline: The League strongly endorses the construction of

an all Alaskan natural gas pipeline from the North Slo%e, including regional spurs as
proposed by the Alaska Gas Pipeline Port Authority. The program should be structured
In such away toinclude a provision for a PJLT program or other guaranteed mechanism
for local municipalities lo levy local taxes.

* Arctic National Wildlife Refuge (ANWR): (Note: Also in Section Part IV Land Use,
Resources, and Economic Development) The League urges the Congress of the United
States lo open the Coastal Plain of the Arctic oil reserve, including the Alaska Native
Claims settlement lands, to environmentallY responsible uil and gas exploration,
development, and production and upon collaboration with the local residents. The
League also stron?ly supports the 90-10split of revenues as required by the Statehood
Act. The League also urges the State ol Alaska to redistribute federal mineral revenue

sharing funds to local governments.

B. ADMINISTRATION OF MUNICIPAL GRANTS AND ENTITLEMENTS

1. Regulation of Grants and Entitlem< nts
a. The League supports simple and standardized grant and entitlement programs. The League
opposes the addition of special conditions or regulations to grants and entitlement programs by
state departments administering the grants when such conditions are not contained in the appro-
priation or the authorizing legislation. Further, legislatively authorized grant award time frames
should not be reduced due to administrative grant management policies.

b. The League further supports Ihe reduction of all administrative fees deducted by state departments
administering the grants programs, and supports direct expenditures for those services.

¢. The League opposes anv restriction on the grantees’ retention or use of interest earned on grant
funds.

2. Maintaining the Integrity of Objective Project and Program Ranking Processes.
The League supports maintaining the integrity olObjective slate grant ranking processes, developed
m cooperation with the legislature, municipalities and school districts. Such objective ranking
processes include Capital Project Matching Grants, School Construction Grants, and Water and Sewer
Construction Grants. Rather than substitute projects at the legislative level, the League supports
revision of the prioritization criteria, as appropriate, to best reflect the needs of Alaskans.

C. LOCAL TAXES

1. Tnx Levying Authority: o o _ _
The I.eague opposes any action that would diminish the existing stainlory authority of Unal

governments to r.iise needed revenues through the levy of taxes, The | eague opposes any efforts by Ihe
si He that would reduci local lax bases or adversely affect the marketability ol municipal bonds The
| e.igue supports legislation to remove the prohibition in AS 4.21.010. (») that prevents local voters from

approving a special lax on alcohol.

Al ASK\ Me.MII IFAL 1 1 ACm
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A A R P Alaska

Fetuary 19 2007

The Honorable Mike Hawker, Chuir

House Special Committee on Ways and Means
Alaska State Capitol, Room 502

Juneau, AK 99801-1182

RE: HB 125 (House Special Committee on Ways and Means)~Support
Dear Chair Hawker:

On behalfofthe members of AARP in Alaska, we encourage you and your colleaPues on
E||§ Hloz%se Special Committee on Ways and Means to support your Committee bil

HB 125is asignificant effortin establishing along-range fiscal plan for Alaska.

1B 125is an ambitious bill which, wc hope, will provide some economic stability aud
guidance for our elected officials and our citizens.

When AARP considers our state budget, we follow a set of basic principles:

* Budget policy should promote economic growth and stability.

« Fairness across generations should be an important goal in formulating budget
policy.

 Government should strive for balance during both economic expansion and
contraction.

* Flexibility should be maintained and vulnerable populations (ofany age) should
be protected.

* Budget policymakers should be mindful of how their decisions impact other
levels of government.

AARP Delieves that states should provide localities .vith the funding they need to meet
their obligations. Passin% responsibilities dowu to lower lovols of government should be
undertaken primarily to place services closer to die people being served and to maximize
administrative efficiencies, not as away to roduco costs. W ¢ do not support placing
unfunded mandates on local government.

3601 C Sheet, Suiio 1420 | Anchorage, AK <*1503 | toll frm fIGA-327-7447 1007 041-7270 1*. 1 Ivll five 877 434-/yy8 11Y
Mnrle F. Smith, President | William D. t'ovclli, Chief t*etutivc Officer Iwwwaaip crgAik
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Mang AARP members lived in Alaska when we had a stateincome tax. Mang of our
members live in communities that currently have a sales tax. Many have lived in other
states that had both income and sales taxes. We understand that Alaska’s fiscal situation,
without a stateincome tax or a state sales tax, has often been subject to oil revenue going
up and down. Hopefully HB 125will help our elected officials and our citizens have a
more ac .urate reading of Alaska’s fiscal status and whit to expectin the future.

AARP recommends an “AYE” vote cn HB 125.

Should you have any questions about our position, plea: e feel free to contact me (586-
3637) or Patrick Luby, AARP Advocacy Director (907-762-3314).

Thank you for your consideration.

Sincerely,

Marie Darlin, Coordinator

AARP Capital City Task Force
415 Willoughby Avenue, Apt. 506
Juneau, AK 99801

586-3637 (voice)

463-3580 (fat)

CC:  Vicc-Chair Anna Fairclough
Representative Bob Roses
Representative Paul Seaton
Representative Peggy Wilson
Representative Sharon Cissna
Representative Max Gruenberg



New year, new governor,
new legislators - same priorities

A nother election -season has recently passed and our
state Legislature will soon be: convening to conduct
our business. We have a now governor and several

new faces in the Legislature but, based upon post experience,

and in spite of al' of the campaign rhetoric, we must question
whether anything will really change or will it just be more of
the same.

For several years AGC of Alaska has established a list of
legislative priorities,These are not just priorities important to
the construction industry, but are of importance to every busi-
ness and individual in the state. As | review this list in pieparn-
tion for our annual "Legislative Fly-In,"it strikes me how little
this list changes each year. Docs this lack of change mean that
those who we have supported and sent to Juneau to acton our
behalf lorget about what we deem important once the elec-
tions are over?

¢ Long-term fiscal plan AGC, as well as numerous

other groups and ii lividuals, have repeatedly called
upon ours state Legislature
and the administration to de-
velop a liscal plan based upon
realistic revenues rathot than
continuing spend based
upon windfalls from tempo-
ral)'high oil pricesand dreams
of mega projects to come.
This plan should also address
such huge unfunded liabilities
as deferred maintenance on
public facilities anti the public
employee's retirement plan.

Privatization ol work done
by the stale lime and again
we have expresseslourconcerii
that the stale ol Alaska, mote
specifically ihe Department of
Transpot lation, pel forms work
that could and should he dune
by private enterprise, lively year the annuilt of woik
the slate takes away fiom private industry increases.
U.ithei than woiking lowanl reducing the size ol gov-
ernment, tile bureaucracy just keeps getting larger.

* Funding for vocational/technical education AGC
has put a tremendous amount of effort into working

H | iro Rskf ooomtdoR

To paraphrase Albert
Einstein, one definition of
insane behavior is doing
things Ihe same way over
and over and expecting
iliffcmd results. How man ¢/
times are we going logo to
Juneau \with the same list
ami hope that maybe this
lime itwid be different?

Gu-:.\! "KNiac"KNic:K'|-[{lioc’KM<
{resilient

witn our public education system, at all levels, to encour-
age vocational and technical education. We are proud
and pleased with the few changes we have helped to
bring about. But the fact remains that within two years
of high school almost 80 percent of our young people
enter the job market grossly ill equipped. What does
it say about our education system when it is W percent
geared toward preparing 20 percent of high school
graduates to attend college and offers comparatively
little training for the 80 percent who will enter directly
into the workforce?

State of Alaska transportation system Them is little
doubt that our influence at the federal level will suffer
set-backs with our representatives now in the minor-
ity in both the House and the Senate. Unless you have
. ad the opportunity to visit Washington, D.C., lately, it
is hard to comprehend the damage Alaska lias suffered
cine lo the "Bridges to Novvhere"(.untroversy.The days
of enjoying a return from the fed-
eral government of more than $8
for every $1 contributed by the
state are numbered. We need a
long-range plan to continue to
fund the much needed improve-
ments to our transportation in-
frastructure. We cannot afford lo
hide out heads in lhe sand until
lack of funding becomes a crisis
lo which we must react

Jo paraphrase Albeit Finstcin,
one definition of insane behavior
isdoing things the same way over
and over and expecting dillerent
icsul's. Ilow many times are we
going to go lo Juneau with the
«aim* list and hope that maybe this
lime it will be different?

Thi.' public initiative process
has been used to bring issues directly to the pt pie. Maybe it
is lime lo consider utilizing something smulai to finally bring
resolution to eui list ol priorities, 'those who were recently
elected piomised things would be diffeient if they vveie sent to
Juneau. Ifour letis still the same next year I, foi one, am toady
to 1y something new.

Winter 200/
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Long-term fiscal plan

Itis in the best interests of the state of Alaska that the Leg-
islature and administration adopt a long-term fiscal plan that
deals with the issue of declining petroleum production, appro-
priate levels of taxation, utilization of the Alaska Permanent
Fund and incentives to encourage new economic growth. In
addition the serious problems that currently exist in the state
retirement programs demand a long-term solution.

The long-term fiscal plan should also include an approach
to the maintenance and enhancement of the capital assets of
the state. Frequently capital budgets trumpet the addition of
new facilities but fail to address the necessary maintenance
and upkeep of existing facilities. Good stewardship requires
that appropriate maintenance of existing facilities he incor-
porated within the operating budget while tire expansion or
enhancement of facilities can be accomplished in a capital
budget.

The capital budget should ulso deal with the issue of uti-
lizing the bonding capabilities of the state to address existing
capital deficiencies. Repayment of general bonds however
competes annually with operating funds so the quantify of
bonded projects should not exceed the state's ability to fund
the required annual payment™, Undoubtedly a level exists at
which the bonded debt optimizes tire growth of the state with-
out penalizing future operations or opportunities. Ihe goal
should bo to use bonded debt up to that level but care sltould
be exercised not to exceed the threshold.

Slate of Alaska transportation system

To realize its potential, Alaska needs a transportation sys-
tem that considers all modes of transportation. As part of the
mix to finance the constniction of the system, the state should
consider a combination of taxes and revenue bonds. Garvoo
Bonds should bo used judiciously since they add no new
money to Alaska's highway program, they merely accelerate
expenditures of anticipated future receipts. Given the likeli-
hood that Alaska's share efthe "highway (rust fund pie" will
decrease in the future, Carvcc Bonds represent an opportunity
tospend non-existent dollars, thereby greatly diminishing the
money available to maintain and expand the infrastructure of
Alaska.

Further, the current transportation Infrastructure of Alas-
ka is inadequate and requires continued planning, upgrades
and expenditures to assure the citizens of Alaska are provided
with essential services. There is little doubt tlral the economic
benefit derived from the investment in Alaska's transporta-
tion infrastructure far exceeds the matching funds required
to secure the federal matching funds. Accordingly, tire stale
isencouraged to not only continue providing full funding ot

the federal highway matching funds but also start a consistent
program of investment by the state in the program.

Privatization of work done by state

Eachyear, state workers undertake considerable work that
could more efficiently be performed by the private sector. The
governmental employees involved in these activities should
be transferred to more traditional governmental roles and the
work should be performed by the private sector.

From projectssuch as the reconstruction of airport roads to
major maintenance work on transportation projects, the state
of Alaska is employing state workers to perform work nor-
mally undertaken by the private sector. The justification that
the state can perform the work more cost effectively ignores
cost accounting realities. Perhaps the most condemning aspect
of this endeavor is that legitimate work is withdrawn from a
myriad of small Alaska businesses that depend on it. Without
such work, the viabiliiy of these firms is threatened.

Funding for vocational/technical education

A majority of Alaska’s high school graduates do not go to
college yet the state's high school curriculum is oriented to
college preparation. The state should adopt a more balanced
funding approach to better prepare those students not pur-
suing post-sccondary education for the world of work. The
Workforce Investment Board has recently prepared a long-term
strategy for meeting the projected shortfall in construction la-
borers. The strategy calls for increased funding for vocational
training at the secondary level and a renewed emphasis at the
post-secondary level to capture those who do not have the op-
portunity to receive such training al the secondary level.

In 2006, the Legislature took die first step and funded a
pilot program at the King Career Center in Anchorage. The
program represents a true public/private partnering effort
and initial indications are tlut the model will help address the
long-term labor needs of the constniction industry. The pro-
gram should be expanded to other schools in the state and the
funding increased appropriately.

Currently, the state of Alaska has one and one half posi-
tions in the Department of Education and Early Development
devoted to the students not p irsning n post-secondary educa-
tion. As a consequence, these students are ill prepared for the
world of work, have little idea of the opportunities available
to them, and arc not prepared to contribute to the economic
growth of Alaska. The educational system of the slate of Alas-
ka is failing these students, their future employers, and con-
straining the growth of the state by not focusing on the needs
of this valuable group of Alaskans,
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James Garhart
January 0/ 2008
Wasilla, Alaska

Senator Lyda Green
600 E. Railroad Ave.
Wasilla, Alaska

Dear Senator Green,

The enclosed two page proposal, The Garhart Plan, 13 a
fiscal plan that | hope you will give coneideration. As my State
Senator and the Senate President you are in a position to change
the way this State docs its' fiscal matter*.

If you feel that getting the State General Fund Operating

Budget and the States' share of the Capital Budget to a fully

forward funded status, getting the Constitutional Budget Reserve

debt paid in full, paying down the Pers/Ters debt, and freeing
the state from its' dependency on oil revenuos are worthwhile
goals, then | hope my ideas help.

I would bo very interested in any alternative proposals
you will be introducing to accomplish similar fiscal goal3.

Comments and constructive criticisms may be sent to the
mail address on the enclosed plan or | can be reached at my work

phono, M-F 9-5, 232-6212, or my non-work hour UNLISTED home

phone 745-2430.

Sincerely,
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The Lazy Mountain Jim Pinancial Independence Timetable Plan

Jan. 2008: Begin the process to annul the Constitutional
Budget Reserve once it has been repaid in full.

Pass the 7/08-6/09 budget using 7/08-6/09 revenues as usual.

Save all 7/07-6/08 surplus. Invest it so It will earn a return
yet remainavailable for the 7/10-6/11 budget.

October 2008: Pay the P.F.D. for residency year 2007 as
usual with7/07-6/08 P.F. earnings.

Jan. 2009: Pass the 7/09-6/10 budget funded with 7/09-6/10
usual revenues. Save the 7/08-6/09 surplus. Invest, but keep
available for the 7/10-6/11 budget,

October 2009: Pay 2008 residency year P.F.D. as wusual with
7/08-6/09 Permanent Fund earnings.

Jan. 2010: The last year of Oovernor Pallns* first terra and
the pivitol year in which Alaska becomes financially independent.
1. Bundle the 7/07-6/09 surpluses together, borrow any amount
needed from the earnings reserve so that the Constitutional
Budget Reserve is repaid in full.

2. Annul che C.B.R. and use the £ $7.5 Billion to pay back all
funds borrowed from the earnings reserve. About $7 Billion is left.
3. Pass the fully forward funded 7/10-6/11 General Fund Operating
Budget and the States' share of the Capital Budget using the

9%7 Billion, leaving ®$1.5 Billion.
4. Change the P.F.D. chock to a direct share from the sail or

our"™ resources.

5. October 2010: For Residency yoar 2009 all P.F. D. qualified persons

get a resource revenue share check. Pay with the romainii®j runds.

NOTE: No unrestricted resource revenues from 7/10-6/1, or unrestricted

Permanent Fund earnings from 7/09-6/10 were spent.

Jan. 2011: The first year of the second Palln administration or
the first year of the next Governors' administration.

Pass the 7/11-6/12 General Fund Operating and State nhare of the
Capital budget using 7/09-6/10 Permanent Fund Earnings and the

7/10-6/11 "other taxes". You know, that $4-5 Hundred Million collected

from corporate income to new tire taxes.



JAN 11-2008 04 :02 PII Senator Lyda Green 907 378 3157 P. 03/03

Of course wa pay the cost of the P.F. administration and
inflationprooflng thB corpus before allocating the rest for the
budget. We can however, increase the available funds by a statutory
change crediting the amount of Art.9, Sect. 15 dedicated revenues
deposited into tha P.F. corpus towards the amount used for
inflationproofing.

NOTE: No 7/10 6/11 P-F. earnings were used or 7/10-5/11 wunrestricted
resource ravenues were used for General Fund Operating or State
share of the Capital Budget.

October 2011: Pay residency year 2010 revenue share checlc using
7/10-6/11 resource revenues. The first year could be a large, one time

amount, but then set a rate that would not attract newcomers-

January 2012: Repeat 2011 budget process' a"hd funding'." Use the
unspent 7/10-6/11 resource revenues, several Billion, to start a
savings account. | suggest it be capped at ?2 Billion. 1t would only
take a simple majority to access, Any year savings account funds were
borrowed, then the total budget, including the borrowed funds,

SHALL not exceed the previous- years' total, and not inflation adjusted.

Yes folks, an actual budgetcut during lean years.
October 2012: Pay residency year 2011 resource revenue share

check wusing 7/11-6/12 resource revenues. The remainder can be u~d

for the savings account and for Pers/Ters debt reduction.
January 2013; Repeat

January 2014: Repeat
In this, the last year of the 2nd Palin administration,

or the next Governors' first term, what could we have accomplished?
1. AlJrt--Statff~TJen'eral Fund Operating and Capital budgets are

fully and truly forward funded.

2. The ®$5 Billion C.B.R. debt has been paid in full.

3. There is a substantial savings account for lean times.

A. Most, if not all, of tho Pers/Ters debt is paid.

5. Every qualified Alaskan gets a substantial resource revenue share

payment, truly a "Fair Share".
6. Wo have the option to eliminate any of the "other taxes" we choose.

P.O. Box 872533 Wasilla, AKk.99607
PRINTED ON ARCHTVAL QUALITY HEMP PAPER
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j SARAH PALIN GOVERNOR

OFFICE OF THE GOVERNOR b0 80X 110020
OFFICE OF MANAGEMENTAND BUDGE. EE;EEPAHU(i :N:g;a:sg?37:):4:6151;40606200
January 31, 2008 RECEIVED
HB- 5418

The Honorable Bert Stcdman
Alaska State Senator

Stale Capitol, Room 516
Juneau, AK 99801-1182

Dear Senator Stcdman:

At the January 23, 2008, hearing on HB 125, you requested that Iprovide a
written explanation of the lower position cost included in our OMB fiscal note, relative

to last session's fiscal note.

As lexplained at the hearing, the primary reason that the position cost was
reduced from $102.6 thousand in last session's fiscal note, lo 5X9.3 thousand in our
updated fiscal note, is that all state agencies now pay a PERS employer rale of 22
percent, as enacted by the Legislature last session. This lower PERS rate results in a

lower position cost.

As lalso mentioned at the hearing, for the Stale of Alaska, the difference in cost
between the 22 percent PERS employer rate and the full actuarial rate isincluded in the
direct deposit to PERS on behalf of all PERS employers - $216 million for I*Y 1) The
direct deposit amount is an estimate based on the June 30,2006, actuarial valuation tor
PERS and anumber of assumptions regarding payroll growth, health care costs, and
other factors. At this time, the $246 million direct deposit lo PERS is the amount
projected lo K necessary to retain the 22 percent employer rale for PERS employers.

If you or your staff have questions or would like lo discuss this further, please
give me a call al 465-4676.

Sincerely,

kicAcC.

I%ck Kreinheder
Senior Analyst

01 A32LH pMnlotl on locyolod popoi



Effect of Proposed Changes to CSHB 125 (FIN)

I'he first change occurs at Page 1 | ine 8 where the term of the proposed fiscal
plan is extended from 10years to 15 years.

The legislature and administration have considered, and are continuing to
consider, changes to taxes, a gas pipeline, and a number of other statutes and
issues which will affect Alaskans for the next 50 years or more. It is reasonable
for us to consider how our actions will impact the state budget for at least half that
time, or 25 years. Last year the Senate State Affairs Committee considered a
similar bill, SB 25. and reduced the time frame from 25 to 15years. This bill, as
currently written, would reduce the time frame even further, tojust 10 years.

While we acknow ledge that no one can accurately predict what will happen in 25
years, we can estimate trends based on certain assumptions. That's how we make
decisions about the effect of our changes to the PPT and whether we should take
on construction of a natural gas pipeline. These decisions should not be made on
a stand alone basis, but in light of all aspects of the state budget.

The change to AS 37.07.060(a) does three primary things: First, it puts in list
form the items currently found in paragraph style, making the elements of the
governor’s recommendations easier to read; Second, adds clarifying modifiers to
existing requirements; and Third, adds to the list of requirements.

A.  Page 1 Lines 11 and 12 Add the modifier “desired” such that results is
change to read "desired results” to be consistent with language on line 14
and 16and with language currently found in AS 37.07.014 which
addresses the legislature’s requirements relative to Missions and

Measures.

U. Page I, Lines 15through 17: Current language requires an assessment of
whether prior year missions and desired results are achieved. The
amendment changes the requirement from being a closed-end “yes” or
"no" requirement to more of an open-ended assessment.

C. Page 2. Lines | through 7. Sets out the requirement for projecting
revenues and expenditures for the next 15years, as well as the
assumptions upon which such projections arc made. The ability to
evaluate the reasonableness of the projections hinges on the
reasonableness of the assumptions. More important than the accuracy of
the projections is the reasonableness of the assumptions. The legislature
then has Ihe responsibility of evaluating Ihe assumptions’.

1). Page 2. Lines 8 through 11:Currently the governor is only required to

balance the budget. This added requirement would require the governor to
tell the legislature how he or she intends to do so.

20dK SlhMi'nt .will Measure. | \|[ilum Vuciitlim'iK li>111112$



E. Page 2. Lines 12 through 18: Requires the governor to let the legislature
know the assumptions with regard to future status of state debt, unfunded
liabilities, and federal funding. Again, the projections are not as important
as the reasonableness of the assumptions.

E. Page 2. Lines 19through 25: Requires the governor to let the legislature
know the assumptions regarding budget reserve fund(s) and plans for
handling projected revenue surpluses.

G. Page 2. Lines 26 and 27: Requires the governor to specify actions and
timing required of the legislature for the governor's plan to work.

3 AS 37.07.060(b) currently requires the governor to provide the plan at the same
time as the presentation to the legislature. The change on page 2, line 15 would
require the written explanatory® report to precede the message. Ideally, the report
would be provided sufficiently in advance for the legislature to conduct some
analysis of the report prior to the presentation.

Jons. Muslims iinj Measures. | \plnm Amernlmenl to Ilit 1J*



