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The Legislative Fiscal Analyst Office has a professional, non-partisan staff that provides
general budget analysis for members of the legislature and specifically supports the
Legislative Budget and Audit Committee and the House and Senate standing finance
committees. Each fiscal analyst 1s assigned agency areas of responsibility. Duties of the office
are fo:

(1) analyze the budget and appropriation requests of each department, institution,
bureau, board, commission or other agency of state government,;

(2) analyze the revenue requirements of the state;

(3) provide the finance committees of the legislature with comprehensive budget
review and fiscal analysis services;

(4) cooperate with the Olffice of Management and Budget in establishing a
comprehensive system for state budgeting and financial management as set out in
the Executive Budget Act (AS 37.07);

(5) complete studies and prepare reports, memoranda or other materials as directed
by the Legislative Budget and Audit Committee;

(6) with the Governor's permission, designate the legislative fiscal analyst to serve ex
officio on the Governor's budget review committee. [AS 24.20.231]

Legislative Finance Budget System. The system tracks budget transactions and provides
comparative reports for committees and subcommittees. In addition, the system is used to
produce the Governor’s budget request books, the general appropriations bills, Conference
Committee reports and a breakdown of the capital budget by House district.

LEGISLATIVE FINANCE DIVISION
FISCAL ANALYST/BUDGET ASSIGNMENTS

Fiscal Analyst Agency/Assignment Phone
David Teal Governor, Legislature, Fiscal Summary 465-3002
Amanda Ryder Commerce, Community, and Economic Development, 465-5411

Fish & Game, Labor and Workforce Development,
Operating Budget Coordinator

Danith Watts Administration, Education and Early Development, 465-5435
Environmental Conservation, University of Alaska

Gary Zepp Health and Social Services, Natural Resources, 465-5410
Fiscal Notes, Supplemental Budget

Kelly Cunningham  Corrections, Courts, Law, Public Safety, 465-3821
Military and Veterans Affairs

Rob Carpenter Transportation and Public Facilities, Revenue, 465-5413
Capital Budget Coordinator, Statewide Debt/Revenues
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Introduction

As required by law, the Governor released his FY11 budget proposal to the public and the
legislature by December 15, 2009. The Legislative Finance Division prepared this Overview of
the Governor’s proposal and “subcommittee books™ for each agency in accordance with AS
24.20.211-231.

Alaska’s Fiscal Situation

The short and sweet version of the story is that Alaska has more cash reserves than ever before—
nearly $10 billion excluding the Permanent Fund Corpus and earnings reserves—and is projecting
a seventh consecutive year of general fund surpluses. But nothing is short and sweet in the budget
world, and there are concerns about long-term oil production declines, volatile oil prices, the pace
of gasline development, and expenditure levels that may not be sustainable. As those who work
with state budgets can attest, having money does not necessarily make the budget process easier.

Before consideration of transfers, the amticipated surpluses for FY10 and FY11 are $1.45
billion and $330 million, respectively. If the legislature approves transfers proposed by the
Govemor, the projected surpluses decline to $444 million for FY10 and $55 million for FY11.'

As always, projections involving oil prices are somewhat speculative. For this reason, Legislative
Finance prefers sensitivity charts (like those on pages 6 and 7) to a revenue estimate based on a
specific oil price. As the FY10 chart shows, if oil remains at the current year-to-date price of
$73.42 per barrel through the end of the year, the FY10 surplus would grow to about $2.2 billion
before transfers, and to about $1.1 billion after forward funding K-12 education.

In summary, Alaska is in a position to repay the remaining liability ($400 million} to the
Constitutional Budget Reserve Fund (CBRF). That liability is the net amount borrowed from the
fund since its inception in 1991. Repaying the liability to the CBRF would result in a major
paradigm shift. General funds not appropriated by year-end would remain in the general fund and
be available for appropriation—without a supermajority vote-—in the following fiscal year.
Alaska has not had a positive start-of-fiscai-year general fund balance in 20 years.

State senators and representatives typically begin a legislative session facing decisions about two
fiscal years—the open fiscal year (FY10) and the budget year (¥Y11). In an unusual turn of
events, the sharp declines in both oil prices and financial markets that occurred in FY09 remain
relevant to current fiscal decisions. The fiscal summary prepared at the end of the 2009 session
anticipated a deficit of nearly $800 million for FY09, after paying $745 million as a resource
rebate and depositing $1 billion into the Constitutional Budget Reserve Fund. Actual revenue was
within $40 million of projections and the amount appropriated was as projected, yet the FY09
comprehensive financial report shows a surplus of $200 million. Readers may wonder “So, how
did a billion dollars appear from thin air, and how might that event affect the amount of money
available for appropriation during the 2010 session?”

! The Governor proposes:
1. a$1.1 billion transfer from the general fund to the public education fund in FY10 (which would
restore the fund balance to the level required to forward fund K-12 education in FY11);
2. a $400 million transfer from the general fund to a newly created performance scholarship fund in
FYil;
3. transfers of $179 million from savings accounts in FY'11; and
4. other more routine transfers of $40 million.
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The money is available because of a miscommunication that caused revenue projections and
financial statements to become unsynchronized beginning with FY08. Revenue projections cover
the period from July through June, while financial statements designate accrued June revenue as
money available in the following fiscal year” June 2008 oil prices were extremely high, so
adding June 2008 oil taxes to FY09 revenue while subtracting June 2009 taxes (so they could be
added to FY10 revenue) caused the financial statement to show an unexpected billion doHars of
available revenue in FY(9. The exira money means that the Statutory Budget Reserve Fund was
not needed to balance the budget in FY09 (so the balance remains at $1 billion) and the general
fund liability to the CBRF was reduced by $200 million (and now stands at $400 million).

How does this impact extend to the current session? If the FY10 financial statements are
synchronized with revenue forecasts, accrued revenue from June 2010 will not be designated for
use in FY11. Effectively, synchronization could mean that FY10 would get a “thirteenth month”
of revenue, adding $304 million to the projected $1.45 billion surplus. With the thirteenth month,
the projected surplus is sufficient to forward fund K-12 education with $1.1 billion, repay the
$400 million liability to the CBRF, and still have about $250 million to spend or save. If oil
prices remain at the current level ($73.42/bbl) during the second half of FY10, revenue will be
about $750 million more than the official projection.

The effects of the 2009 financial market decline also extend beyond FY09. The most significant
issues include higher contributions to retirement plans—but that will come after FY11—and
dealing with investment losses realized by the Permanent Fund in FY09. The latter issue is more
complex than can be addressed in this overview, but readers who wish to prepare for legislative
deliberation on the topic may want to review a paper on the subject (posted on the Legislative
Finance Division website).

The Governor’s Budget

The following discussion is based on the fiscal summary—Alaska’s “budget on a page.”
Parenthetical references refer to line numbers on the summary on page 5. The summary
incorporates the results of a project that moved about $750 million of “other funds” to the general
fund category in order to provide clearer, more meaningful information on state spending and
revenue. Please see page 9 for a discussion of the project.

The fiscal summary is broken into four sections. This review focuses on general funds, not
because other funds are unimportant, but because the difference between general fund spending
and general fund revenue defines the fiscal gap/surplus.

1. Agency Operations (line 8) refers to money appropriated/requested to operate
all public agencies. It may be the best expression of public perception of “the budget’ and
includes money for K-12 education (line 11) and other formula programs like Medicaid
(line 12) as well as all non-formula operating costs (line 10). The Governor’s request is
up $183 million (4.4%) from FY10. Roughly half of that amount is for K-12 education
and Medicaid. Please see the discussion beginning on page 15 for more details on
operating budget increases.

There are no obvious places here for significant budget reductions. In fact, the legislature
may find it difficult to remain below the Governor’s request, particularly if a reduction in
the Medicaid matching rate (lowered as part of the federal stimulus package) is not

? This discussion is oversimplified. While technical details might be of interest to Finance Committee
members, detail would not facilitate understanding at the Overview level of discussion.,
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extended. Alaska’s FY11 share of Medicaid payments will increase by $50 million or
more if the rate returns to normal on December 31, 2010.

Statewide Operations (line 17) refers to appropriations that are typically not
reviewed by operating budget subcommittees. The Governor’s request is up $97 million
(13.7%) from FY10. Most of these items—debt service, retirement system costs and
petroleum tax credits—may be considered nondiscretionary.

Although paying claims for tax credits is nondiscretionary, the estimate of required
deposits to the tax credit fund (line 23) may be overstated. The appropriation for tax
credits is merely an estimate that will be automatically reduced if claims for credits are
lower than anticipated.

Capital Appropriations (line 26) include capital projects and a $150 million
deposit to the Alaska Gasline Inducement Act (AGIA) reimbursement fund. The
Govemor’s $549 million general fund request is $269 million (96%) more than the FY10
capital budget adopted by the legislature. Primary drivers of the increase are $150
million to the AGIA Reimbursement Fund and 3100 million for state-wide deferred
maintenance.

The legislature typically adds a substantial amount to the Governor’s capital request.
After what some legislators consider as two lean years of capital spending, a larger
capital spending plan by the legislature would be no surprise. Capital spending is also
highly dependent on the fiscal situation—spending goes up when revenue is high. As the
FY10 sensitivity chart on page 6 shows, il oil prices remain at the current level
($73.42/bbl) during the second half of FY'10, revemie will exceed current appropriations
by $2.2 billion. After forward funding K-12 education and repaying the $400 million
liability to the CBRF, the remaining $1 billion surplus would be available for spending in
FY11.

An additional reason the final capital budget might be larger than the Governor’s
proposal becomes apparent when one compares the Govermnor’s FY11 request to the
FY10 final budget and to the FY10 Governor’s request. Governor Palin’s Y10 request
contained several agency projects—the largest was a $76 million request for funds to
replace payroll and accounting software—that were not approved and do not appear in
the Governor’s FY11 request. Many of the agency projects are still needed. For more
details on the capital budget, please see the discussion beginning on page 55.

Transfers (line 37) is the portion of the fiscal summary that requires the most
explanation. The transfers section records money that passes from one fund to another
without leaving the treasury. Please see the budget clarity progress report reproduced on
page 9 for a more detailed discussion.

A negative number (such as the $1.057 billion in the FY10 GF column on line 39)
indicates a transfer to the general fund. In this case, $1.057 billion is the estimated cost of
K-12 education in FY10. That amount was removed from the Public Education Fund
(PEF) and distributed to school districts, but the legislature did not approve an FY10
appropriation to the PEF, so there was a balance reduction of $1.057 billion.

Similarly, the negative $2.1 million and negative $177 million shown in the FY11 GF
column (lines 41 and 42) indicate the Governor’s proposed withdrawals of $177 million
from the Alaska Housing Capital Corporation account—a savings account the legislature
created with a $300 million general fund deposit in FY07—and $2 million from the
CBRF for management fees. The $179 million withdrawn from savings accounts also
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appears on the lines where the money is spent ($150 million deposited in the AGIA
Reimbursement Fund on line 29, $10 million for capital projects incorporated in line 28§,
and $19 million for agency operations incorporated in line 10).

A positive number indicates a net deposit to a fund. The Governor’s proposals to deposit
$14 million to the Public Education Fund and $400 million to a scholarship fund are
shown on lines 39 and 40? Transfers to (and from) accounts that are not considered
savings accounts are shown on line 43.

As shown in the fiscal summary (line 36), the Governor’s proposed budget spends $330 million
less than the projected amount of revenue. Although transfers are not considered spending—
because money is transferred within the treasury—they do require an appropriation and they “take
money off the table.” The Governor proposes both deposits to and withdrawals from savings
accounts. The net deposit of $275 million (line 37) reduces the projected FY11 surplus to $55
million (line 45). Without the proposed withdrawals from savings (lines 41 and 42), the
Governor’s budget would show a deficit of $124 million.

Further Analysis

Although the fiscal summary provides a concise statement (and comparison) of projected
revenue, appropriations and the size of the anticipated surplus or deficit, it has the limitation of
being Alaska’s budget-on-a-page. This Overview contains more detailed discussions of the
proposed FY11 budget:

e Agency summaries (operating budget on pages 17 & 18 and capital budget beginning
on page 55) provide a quick comparison of the Governor’s proposed budget with
FY10 spending.

¢ Greater detail is available in the discussions of the operating budget (and subtopics)
and the agency write-ups beginning on page 73.

Subcommittee members will want to review the detailed agency books available in the Finance
Comumittee rooms.

3 Section 21{1} of the Governor’s operating budget bill appropriates $1.131 billion from the general
fund to the Public Education Fund (PEF) in FY11 for FY12 K-12 education costs. This amount is $14
million more than required to fund K-12 education in FY11, so the fiscal summary shows a $14
million deposit to savings.
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State of Alaska Fiscal Summary - FY10 and FY11

{in millions)

FY10 Authorized Budget FY11 Governor's Proposed Budget Change in GF
Total Total
General |Other State] Federal General |Gther State| Federal
Funds Funds Recelpts | All Funds Funds Funds Receipts All Funds H Y

REVENUE (e-cctudes Parmanent Fund Earmings) (1) 5573.2| 5008 | 3,001.3 | 9,165.3 || 6,008.0 | 501.3| 2,780.6 | 9,289.9(| 4348| 7.8%
Unrestricted Generat Fund Revenue (Fall 2009) (2} 4,777.9 - - 4,777.9 5,236.6 - - 5236.6
Carryforward (3) 221 1.3 146.4 166.8 - -

Other Revenue Reclassified as General Fund Revenue {4) 7732 - 7732 7714 - - 714
Federal and Other Funds. - 489.5 2,944.9 34444 - 501.3 2.780.8 3.281.8
|APPROPRIATION S
TOTAL OPERATING APPROPRIATIONS 4,849.7 351.2 ] 1,939.2 [ 7,140.0 || 5,129.1 3523 1,912.6 | 7,394.0 279.4 5.8%
|Agency Operations 4,144.4 295.3 1 1,915.5]| 6,355.3 || 4.327.0 209.9 [ 1,885.6 6,512.5 182.8 4.4%
Year Aj iations (ingl bill 40944 295.3 1.915.5 63053 42770 2999 1.8856 6.462.5 182.6 4.5%
Agency Cperations (Non-Formula) 2,438.7 2924 981.2 37222 2,528.4 2801 9453 3.7508 85.7 3.7%|
K-12 Education 1.073.7 - 208 1,094.5 11207 - 20.8 1,150.5 56.0 5.2%
Other Formula Programs 582.1 28 B90.5 1.475.3 $16.5 28 9235 1,643.2 34.8 6.0%|
RPLs {No FY2011 RPLs are Included) - 0.2 134 13.2 . . - -
Fiscal Notes - - - - 20 740 - 9.0
Duplicated Authorization (non-aaditive} (5] - £§25.2 - £25.2 - 6211 - B821.1

Supplemental Appropriations 300 2.0 20 500 20.0 2.0 00 500

Statewide Operations 705.3 §55.8 23.7 784.8 802.1 52.4 27.0 881.5 96.8] 13.7%

Curran Y ati 705.3 55.8 237 784.8 802,1 52.4 27.0 881.5 96,8 i
Debt Service 187.7 55.8 14.7 238.2 197.0 52.4 18.0 2674 204 17.5%}
Fund Capitalization 7.5 - 8.0 18.5 7.5 - 8.0 16.5 - 0.0%|
Direct Appropriaticns to Retirement 284.7 - - 284.7 357.6 - - 357.8 729 25.6%)
L.ocal Govemmant Support 60.0 - - 60.0 60.0 - - 60.0 - 0.0%
Oil & Gas Investment Tax Credits 180.0 - - 180.0 160.0 - - 180.0 - 0.0%
Resource Rebate 5.4 - - 5.4 . - - - (8.4)f -100.0%
Duplicated Authorization {non-additive) {5} .- 137.1 - 137.1 - 4.5 - 8.5

TOTAL CAPITAL APPROPRIATIONS 280.0 40.0}) 11,1384 ] 1,4584 548.5 54.7 839.3 | 14425 268.5| 95.9%

Cumrent Fiscal Year Appropriations 0 11384 1,458.4 548.5 547 2323 14425 268.5 95.3}5'
Project Appropriations & RPLs (Revised Programs) 283.2 40.0 1,138.4 1,441.6 388.5 54.7 838.2 1.2914 135.3 51.4%)
Fund Capitalization 16.8 - - 16.8 150.1 - 1.1 1511 133.2 792.1%)|
Projects Funded! with General Obligation Bonds (non-sod) - - - - - - - -

Projacts Funded with Other Dabt Proceeds (non-addiliva) - 24.0 - 24.0 - 181.1 - 181.1
Capital Valoss (non-additiva) - - - - . - - -
Duplicatad Authorization (non-additive) (5) - 46.8 - 46.8 - 201.8 - 201.8
Meney on the Street {includes alf fund sourcas) (6} 286.0 £6.8 1,138.4 1,505.2 548.5 258.5 8§39.3 1,644.3
e orizationku r2Q 9 Y0 7 RSO 67 Wiy | ZAL | GEER 8Y0) (1.7
SErsIS urpl 3 30 of{reye:

Transters (1,007.0)] _10.0 T30 @834 2750 5.7 283 2.5 || 1.282.1 |-127.3%)
urT i riati 1.0 100 pEN4 (983.4) a7 288 20 || L2823 | -127.3%
Designated Savings {Public Education Fund) {1,057.4} - - {1,057.4) 14.0 - - 14.0
Designated Savings {Performance Scholarship Fund) - - - - 4000 - - 400.0
Undesignated Savings {Constitutional Budget Reserve Fund) 1.7} . - (1.7} (2.1} - - (2.1
Undesignated Savings {Alaska Housing Capital Corporation) - - - - (177.0) - - {177.0)

Cther Transfers 52.0 10.0 13.7 757 401 8.7 28.8 1.5

Post-Transfers Authorization {unduplicsted) 4,122.6 401.2 | 3,091.3 | 7,615.1 || 5,952.6 415.7 | 2,780.6 | 9,148.9 || 1,830.0 | 44.4%

Post-Transfers Surpius (Draw From CBRF) 1,450.6 25% | of Revenue 55.3 1% | of Revenue

Permanent Fund Appropriations . 590.0|____996(_____01|___ 6896|)__1.5230] __ B58 - | — 16036
Penmanent Fund Dividends 580.0 - - 590.0 637.0 - - 6837.0
Deposits to Principal B - 0.1 0.1 886.0 - - 886.0
Other Uses of Eamings . 99.6 - 09.6 - 85.8 - 85.6
Total Authorization {undupticated) 4,712.6 500.8 [ 3,091.3 | 8,304.7 || 7.4756 | 501.3| 2,780.6 | 10,757.5 || 2,763.0 | 58.6%

FISCAL YEAR SUMMARY (exciudes PermF) 41226 _ 401.2|_ 3.091.3( 10,6786 ||_59526 4157 | _ 27806 _14890.5(| _1.8300]| 4448
Agency Operations 4,144.4 295.3 59155 6,355.3 4,327.0 2998 1,885.6 8,512.5 182.6 4.4%
Statewide Operations 7053 X 7 X 1 27.0 881.5 96,8 13.
Total Operating 4,849.7 3.2 %9392 7,1400 51291 352.3 19126 7,3%84.0 2794 5.9%]
Capital 230.0 40,0 1,1348.4 1,458.4 5485 54.7 838.3 1,442.5 268.5 95.9%)
Total Authorization 5129.7 3.2 3,077.6 8,593.5 5.677.6 407.0 2,751.9 8,836.5 548.0 10.7%
Transfers 1,007.0} 0.0 13.7 {583.4) 275.0 8.7 28.8 312.5

|Federal Sumulus Funding (ARRA of 2008) 2971 | 176.1

Notes:
{1) Permanent Fund eamings are excluded from reported revenue because the entire batance of the eamings reserve account is available for appropriation.
Permanent Fund eamings and balance infermation s reported on page 2 of the fiscal summary.

{2) The Fall 2008 oil forecast for FY10 is 0.668 mbd at $66.93 per barrel; the FY11 forecast is 0.631 mbd at $76.35/bbl. Scurce: Revenue Sources Book, Fall 2008,

{3) Carryforward is money that was appropriated in a prior year that is made available for spending in FY10 via muitiyear appropriations or reappropriations. FY11

camyferward will be unknown until the close of FY10.

{4) In an. effort to present the budget in a more meaningful and accurate way, many sources of funds were recategorized from “cther” funds to genera! funds
beginning in FY11. This summary presents both FY10 and FY11 budgets in the revised fund categories in order to make comparisons across years valid.
{5) Dupficated authorizations are in the budget twice, such as when funds flow in and out of a helding account or one agency pays another for senvices provided.

{6} From an accounting perspective, unduplicated authorization (line 26) is the best measure of capital spending. However, adding duplicated fund sources

provides a valuable measure of "money on the street” because it includes projects funded with bond proceeds and other duplicated fund sources,
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

The Legislative Finance Division has been working with the Finance Committee co-
chairs and with OMB to implement significant budget presentation changes in the FY11
budget cycle. The following information reproduces the Legislative Finance Division’s
first progress report on the project. The report explains the budget presentation challenges
being addressed and outlines the solutions being implemented to address these
challenges. This report was provided to the Finance co-chairs and to OMB and, along
with other progress reports, is posted on LFD’s web site (http://www.legfin.state.ak.us/).

Budget Clarification Project
Progress Report 1
- December 3, 2009

As part of a continuous process, Legislative Finance has been planning for and working
on major improvements to the presentation of Alaska’s budget for nearly a year. Because
implementation of changes proposed for the FY11 budget is a complicated process,
Legislative Finance intends to provide weekly progress reports to the Finance Co-Chairs
and to OMB until roll-out is complete.

Background

The budget clarification project has three distinct parts, all of which are critical to
presenting Alaska’s budget in a simpler, clearer, more accurate and more meaningful
way. The parts are:

1. Reappropriations,
2. Fund transfers and dupliéated appropriations, and

3. Fund code recategorization.

Reappropriations

Unless problems arise, reappropriations will not be discussed in fusture progress reports.
OMB does not intend to do anything contrary to the reappropriation guidelines dated
October 2009. The guidelines can be summarized as follows:

1. Agencies will terminate capital projects administratively; there will be no
reappropriations to new executive branch projects.* The legislature will then
review all of the Governor’s capital requests on equal footing. Money

* The Administration does not currently expect to terminate any capital projects or reappropriate any FY 10
operating money to FY11. OMB says that 1) capital projects were scrubbed for potential reappropriation
last year and 2) agencies have been told to request new operating money for FY11 rather than carry money
forward from FY'10.
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

associated with terminated projects will show as revenue in the year of project
termination.

2. Legislative capital reappropriations will continue as in the past.
Reappropriations can be included or excluded from election district reports,
depending on the purpose of the report.

3. Operating carryforward reappropriations will appear in the operating bill so
subcommittees can include them in their review of the FY'11 operating budget.

4. Reappropriations affecting FY 10 will appear in the supplemental bill.

5. All reappropriations will include estimates of amounts to be reappropriated
and will be entered into the budget database.

Fiscal Summary Impact: None. Reappropriations are, and will remain, net zero
transactions. This part of the project will improve information available to the public, but
it does not affect the amount, fund classification, timing or agency assignment of any
appropriation.

Fund Transfers and Duplicated Appropriations

Unless problems arise, fund transfers and duplicated appropriations will not be discussed
in future progress reports. Legislative Finance and OMB have reached agreement on
budget structure and classification of duplicated codes. OMB intends to use the new
structure and codes in budget bills submitted for FY11. OMB also intends to simplify
appropriation language tn the bills to reflect the new structure. An explanation of changes
follows:

Traditionally, capitalization (for example, appropriating general funds to the Railbelt
Energy Fund) shows in the fund capitalization line of the fiscal summary. In order to
avoid double counting, appropriations from a capitalized fund are classified as duplicated
expenditures and are netted out of the fiscal summary. This treatment affects:

1. Classification—appropriations from a capitalized fund are always classified as
“other funds” rather than matching the source of the original funding (because
general and federal funds cannot be classified as duplicated). This may result
in less scrutiny of appropriations from various funds.

2. Location—appropriations show on the fund capitalization line of the fiscal
summary rather than in the agency that money is actually spent. For example,
general funds moving through the Oil and Hazardous Waste Fund to the
Department of Environmental Conservation do not appear in the fiscal
summary as agency expenditures; they show as a fund capitalization. This
treatment understates the amount of general funds used in agency operating
budgets, which is the part of the budget that many people mean when they say
“the budget.”

3. Timing—appropriations to a fund are counted in the year the fund
capitalization is made, while money in the fund may not be spent until years
later.
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Beginning with FY11, appropriations will be counted when money leaves the treasury
rather than when it is transferred from one fund to another. Fund transfers will be
recorded as transactions and mcluded in reports, but will be excluded from the roll-up of
totals. The new treatment of transfers and duplicated funds will:

1. Retain the original classification of funds, and show where and when money
is actually spent as well as when it is deposited into a savings account or other
fund.

2. Simplify and clarify budget bills by allowing direct appropriations for items
like debt service.

3. Eliminate most duplicated fund codes.

Fiscal Summary Impact: The new approach provides a clearer, more accurate and more
meaningful presentation of the budget. In the long-run, unduplicated appropriations will
be no more, and no less, than under the current presentation.

However, there are some transitional issues in the short-run. Because money will be
counted as it flows out of funds, while historically money was counted on its way into
funds, historical data must be revised (to incorporate the new treatment of transfers and
duplicated fund codes) in order to avoid double counting. That task may take significant
effort. Fortunately, the budget process does not involve significant historical review, so
efforts to “fix history” can be deferred until interim.’

For FY10, the new approach—counting money as it leaves the treasury—will give the
appearance of about $33 million of additional general fund spending. This will occur
because appropriations from the Railbelt Energy Fund and Capital Income Fund were
formerly classified as duplicated “other” expenditures (because money was counted as it
flowed into those funds in years past) and will now be counted as FY10 general fund
expenditures. These expenditures will not increase the fiscal gap because the
expenditures will be offset by transfers from capitalized funds to the general fund.

Fund Code Recategorization

The Govemor’s budget bills will not incorporate the new fund code categories. This does
not indicate a lack of support for the proposed changes—OMB has been working jointly
with Legislative Finance on this project for months—but rather a combination of
technical and political issues. Those issues are:

1. OMB staff effort was focused on preparing FY'11 budgets; resources available
for fund recategorization were insufficient to ensure a smooth fransition by
December 15.

2. The power of appropriation is vested in the legislature. That power includes
categorization of appropriations. OMB release of a budget in which fund

3 Unfortunately, the effort to produce and analyze ten-year agency operating plans becomes complicated
when historical, present and future appropriations are inconsistently presented. The complications need not
delay consideration of the plans during the FY'11 budget cycle, but it does mean that plans may require re-
benchmarking in FY'12.
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sources were recategorized could be viewed as infringing on a legislative
prerogative.

In summary, future progress reports will address the resolution of issues/problems
associated with implementing the fund recategorization portion of the budget clarification
project. '

As with reappropriations and transfers/duplicated codes, the purpose of fund
recategorization is to provide budget information in a more meaningful way. Of the three
parts of the project, this portion is the most complex and has the largest impact on
presentation of the budget.

Traditionally, appropriations have been tallied in three groups: general funds, federal
funds and other funds. For years, some budget-watchers expressed concemn about the
proliferation of “other funds.” The primary reason for concern seems to be the
contradiction between statements and action—despite continued statements recognizing
that “other funds” are truly state funds, the media and the legislature focus on general
funds to the extent that appropriations of “other funds™ are often referred to as “off-
budget.”

Of course, the “off-budget” label is a mischaracterization—other funds are included in
the budget. But focusing on technicalities misses the salient points:

1. appropriations of other funds get less scrutiny than appropriations of general
funds, despite the fact that many “other funds” are so indistinguishable from
general funds that they have been referred to by names such as “spends like
GF”, “funny money” and “flexible funds” and

2. over use of “other funds” makes it more difficult to understand the budget
and, perhaps more to the point, to make the best possible budget decisions.

As we worked with the Finance Committee Co-Chairs and OMB toward presenting the
budget in a more meaningful way, it became obvious that traditional fund code
categories—general, federal and other—were incapable of distinguishing degrees of
discretion within the “other funds” category. The “other funds™ category includes not
only

e dedicated funds, trust funds, bonds and corporate receipts—that is, funds over
which the legislature has limited discretion—but also

¢ numerous fund sources with an identified use—or, more accurately, a
suggested use (given constitutional prohibition of dedicated revenue)—-that
does not limit the legislature’s ability to appropriate the funds for another
purpose.

Once degree of discretion was identified as the key to improving presentation of the
budget, the obvious solution was to create a fourth fund category. Adding a new category
for designated general funds (the existing general fund category is for wunrestricted
general funds) will signal the legislature that fund sources with designated, or suggested,
uses are not outside the purview of the legislature.

Legislative Finance reviewed all fund codes, placing each in one of the four fund
categories. Most, but not all, movement from one category to another was from “other” to
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designated general funds. Work is not complete; there may be some reassignment of
codes and there will be additional work required in budget subcommittees. Any changes
will be discussed in future progress reports.

Fiscal Summary Impact: In simple terms, recategorization will move about $750 million
from “other funds” to general funds.® Although recategorization provides an opportunity
for people to make statements about budget growth, such statements would be a
demonstration of ignorance.

One of the tasks associated with this project will be to educate people regarding the fact
that recategorization—in fact, the entire budget clarification project—does not affect the
level of spending, it just rolls up spending in a different way. The intent is that the new
presentation results in better spending decisions and better understanding of the budget.

Open Issues

Resolved Issues

There are several topics under both the “open” and “resolved” headings. Discussion will
be deferred to a second progress report.

¢ In addition, the Permanent Fund Earnings Reserve Account is classified as general funds. Dividends and
inflation proofing will now show in one of the general fund categories. That change will have little
apparent impact because Permanent Fund appropriations will continue to be shown in a separate portion of
the fiscal summary.
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

Operating Budget

The fiscal summary provides a “big picture” of the budget, including not only the operating
budget, but also the capital budget, revenue, debt service, and transfers. This introduction to the
operating budget focuses on how to put the Governor’s operating request for individual agencies
in perspective.’

Budget comparisons across fiscal years are always difficult—there are so many adjustments
required to get an “apples-to-apples” comparison that a complete discussion would push the
limits of the term “overview.” With that caveat, the Governor’s FY11 operating budget request
could be considered, for the most part, a status quo budget. The $4.3 billion of general funds
requested for agency operations is $228.3 million (or 5.6%) over the FY11 Adjusted base. These
increases are primarily due to the following big ticket items (please see individual agency
narratives for details):

$56 million to pay for increases in the K-12 statutory formula;

$36.2 million to address Medicaid growth;

$42 million for increased fuel costs;

$10 million in the Department of Law for in-state gas development and BP corrosion

litigation;

¢  $10 million in the University to address increased costs;

e $7 million to pay for the Governor’s Sexual Assault and Domestic Violence
Prevention Initiative; and

e $6.5 million in the Governor’s Office for In-State Natural Gas Pipeline Development.

The agency discussions in this overview serve as a starting point for subcommittee discussion,
and subcommittee books provide more detailed information. Each subcommittee book compares
the Governor’s request to two scenarios: FY 10 Management Plan and the FY11 Adjusted Base.
The advantages and disadvantages of using each of the comparisons are discussed in the
paragraphs that follow. The table below highlights items included throughout each stage of the
budget.

{GF Only) Change % Change
FY09 Conference Committee (GF Only) $4,079,986.9
FYO09 Fiscal Notes 2,157.7
CarryForward 12,989.7
Special Appropriations (11,174.2}
Agency Transfers -
09 Contractual Salary Adjustments {1,475.7}
Misc Adjustrnents 12,845.4
Vetoes (912.7}
FY10 Management Plan (GF only) $4,004,417.1| $14,430.2 0.4%
One-time ftems removed (71,353.4)
Transfers between Agencies (nets zero statewide) -
FY10 Contractual Salary and Health Increases 23,651.1
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $4,046,714.8] ($47.702.3)) -1.2%
|FY10 Governor's GF increments/Decrements/Fund Changes 228,280.1
FY10 Governor's Agency Request (GF only) $4,274,994.9| $228,280.1 5.6%

? Although operating budget reports include “Statewide items” (such as Debt Service, Fund Capitalization,
and Retirement funding), budgets for ongoing agency operations are what most people mean when they
refer to “the operating budget.” Because statewide items are discussed in other places in this Overview,
these items have been excluded from the above discussion.
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FY10 Management Plan to the Governor’s request: $180.6 million. The Management Plan is
the most accurate picture of the previous year’s budget. It incorporates all appropriations that can
be spent in FY10, including reappropriations and camryforward from multi-year appropriations,
and reflects the latest estimates for open-ended language appropriations. Management Plan
excludes supplemental appropriations (because they have not yet occurred) but any FYI1l
supplemental appropriations that may occur are also excluded, so there is no distortion from this
source.

The Governor’s FY11 budget, however, excludes reappropriations and carryforward from multi-
year appropriations—they do not occur until year end—so comparing the FY 10 Management
Plan to the Governor’s FY11 request tends to understate spending in FY11 relative to FY10. The
amount carried forward to FY 10 was about $13 million.

One-time items are a far larger source of distortion. For example, $9 million of fuel costs show in
DOT&PF’s Marine Vessel Operations management plan, but the FY11 budget shows the fuel
trigger appropriation as a branch-wide appropriation, so the FY11 budget is $3.6 million (or 3
percent) below FY10 Management Plan. Distortion of this type is the reason for making
comparisons from adjusted base. The base to Governor comparison more accurately shows a
$1.5 million increase that is requested for more bandwidth for a new “Ship-to-Shore” system.

FY11 Adjusted Base to Governor’s request: $228.3 million. The adjusted base attempts to
reduce distortion in comparing agency budgets across fiscal years. It is the first FY11 budget
scenario and can be described as the “cost of doing the same functions in FY11 as in FY10.” The
adjusted base is the starting point for subcommittee discussion of the Governor’s request.

e It removes one-time appropriations, reappropriations, and carryforward of multi-year
appropriations that were included in the FY 10 Management Plan.

e It incorporates the FY11 nondiscretionary increases that the legislature may accept or
reject on a statewide basis. If the legislature rejects these nondiscretionary increases,
such as contractual salary increases, the costs of these increases will have to be
absorbed by the agencies.

The FY11 Adjusted Base includes increases for the salary adjustments below:

s Contractual Wage and Health Insurance Increases for Bargaining Units—
Negotiated agreements for covered employees for contractual salary increases (which
vary by bargaining unit) and increased health insurance costs add $26.7 million
statewide ($16.8 million UGF, $6.9 million DGF, $2.2 million Federal Receipts and
$0.8 million in Other State Funds).

The Governor’s column includes program increments and fund source changes that the
legislature may wish to consider on an individual basis. Note that the concept of adjusted base is
useful only for agency operating budgets. Savings deposits and statewide items—debt service,
fund transfers, retirement contributions, etc.—are not budgeted on an incremental basis and are
not reviewed by subcommittees.

The following summary tables make the comparisons discussed above. Note that Agency
Summary reports include duplicated fund sources, while the fiscal summary removes these items
from the operating portion of the budget. Also note that the adjusted base is set at the Governor’s
request for items other than agency operating budgets.

Please see the agency narratives for details on significant issues in each agency’s budget.

In addition to summaries of agency budgets, the Qverview contains discussions of the language
sections, position changes and details of debt obligations.
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

Position Comparison

The Governor’s FY11 operating budget request increases permanent full-time (PFT) positions by
34 from the FY10 Management Plan, Departments also added 50 PFTs during FY10 (to the
number authorized by the legislature) so the total increase from the FY10 authorized level is 84.
Overall, the Governor’s FY11 statewide budget contains 24,585 total positions (full-time, part-

time, and temporary),

AS 39.25 (State Personnel Act) establishes the system of personnel administration within the state
and describes the Governor’s authority to create and appeint positions within the executive
branch. Positions (i.e. Position Control Numbers — PCNs) do not necessarily equate to the number
of actual employees. More than one person can fill a single PCN, and many PCNs are vacant.

Permanent Full-time Positions Only
FY10 Positions |} Additional TOTAL
Agency FY10 Management Fy11 Added by Positions |Change from)
Authorized Plan Governor | Agencies in | Requested FY10 to
FY10 in FY11 FY11
Adminisiration 1,068 1.070 1,089 2 (1) 1
Commerce, Community and
Econpmic Development 525 529 528 4 (1) 3
Corrections 1,510 1,510 1.509 - (1) (1)
Education and Early Development 332 332 334 - 2 2
Envirenmental Conservaticn 532 532 538 - 6 6
Fish and Game 910 910 912 - 2 2
Office of the Governor 1565 156 156 1 - 1
Healih and Social Services 3.457 3,474 3,469 17 (5) 12
Labor and Workforce Development B34 836 847 2 11 13
Law 552 5563 555 1 2 3
Military and Veterans Affairs 283 296 285 13 (1) 12
Natural Rescurces 779 779 780 - 1 1
Public Safety 863 863 870 - 7 7
Revenue B66 866 869 - 3 3
Transpertation and Public Facilities 3,202 3,207 3,190 5 {17) {12)
University of Alagka 4,694 4,694 4,694 - - -
Alaska Court System 732 737 763 5 26 31
Legislature 246 246 246 - - -
TOTAL - ALL Agencies 21,540 21,590 21,624 50 34 84
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

_Language Segtions of the Governor’s EY2011 Operating Budget

Section Deleted; appeared in FY10 Operating Budget

LEGISLATIVE INTENT. (a) It is the intent of the legislature that the amounts
appropriated by this Act are the full amounts that will be appropriated for those purposes
for the fiscal year ending June 30, 2011.

Leg:slattve Fiscal Analyst.Comment: In yecent Yeats. the® legslature has -tdken
steps to reduce the need for-routing supplemental approprzat:ons The intent of thzsl
secaon was fo emphaszze that supplemental operatmg approprigtions.are- deszgned
to be. limited.to needs thaf are fruly unanticipated)

(b) It is the intent of the legislature that money appropriated from the general fund
be expended conservatively. If an appropriation includes the unexpended and unobligated
balance of program receipts collected in a prior fiscal year, it is the intent of the
legislature that the program receipts be expended, as allowed, before the expenditure of
other money appropriated from the general fund. It is the intent of the legislature that the
office of management and budget and the Department of Administration assist the
legislature in carrying out this intent.

fﬂegtslatzve Fzscal Analyst ‘Comment:. The - legislature may “wish “to dzscusg; Tthe
Izmpact of (this section,” in. terms of boz‘h geneml - fiind 'avmgs and accountmg
headaches wihé legzslature may wishfo. .consza’er revzsmg ")

la _hguage 10 allow a
lzm:ted ‘amogint of carryﬁrward of program recezpts L thpse: programs riawhich
[carryforwara’ dcts as a cushion against fluctuations in recezpts

Section Deleted; appeared in FY10 Operating Budget

COSTS OF JOB RECLASSIFICATIONS. The money appropriated in this Act
includes the amount necessary to pay the costs of personal services due to reclassification
of job classes during the fiscal year ending June 30, 2011,

Leg:slatwe Fiscal Anabzst*Com ent: This secrtan was ‘added by thew;legslature
-_agolm response mental dpproprzatzon
10 cover the costs ‘of reclasszf canon of s selected Jrob classes that the legzslaz.‘ure was
not mformed of in aa’vance The sectron clarlf fes. that, the. cost- of reclassifying
Positions isito be absorbed if.an: agency s:exzstmg budgetf

Section Deleted; appeared in FY09 Operating Budget

PERSONAL.SERVICES TRANSFERS. It is the intent of the legislature that agencies
restrict transfers to and from the personal services line. Tt is the intent of the legislature
that the office of management and budget submit a report to the legislature on January 15,
2011, that describes and justifies all transfers to and from the personal services line by
executive branch agencies during the first half of the fiscal year ending June 30, 2011. It
is the intent of the legislature that the office of management and budget submit a report to
the legislature on August 1, 2011, that describes and justifies all transfers to and from the
personal services line by executive branch agencies during the second half of the fiscal
year ending June 30, 2011.

* Sec. 4. ALASKA AEROSPACE CORPORATION. Federal receipts and other corporate
receipts of the Alaska Aerospace Corporation received during the fiscal year ending June 30,
2011, that are in excess of the amount appropriated in sec. I of this Act are appropriated to the
Alaska Aerospace Corporation for operations during the fiscal year ending June 30, 2011.
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

Legislative Fiscal Analyst Comment‘,-eT his: sectionsis intended -to maxzmzze the, Alaska
HUerospace”. Corporatzon s (AAC) abzhty 10" attract “launch: actzwty by ehmmatmg all
ique'stions regardmg the corporat:ons abtlny 1o accepl “and. Spend recéiptiin.a tzmely
mdsner!

Fundlng <'Fhe-’ estlmated 1mpact -,of this, “section. 18 1zero* Hlstoncally, ._the
approprlatlons to the ‘corporation+in " section -1 have .been "stfficient fo., avoid
applicatioh, of this SCCthl’lI

* Sec. 5. ALASKA HOUSING FINANCE CORPORATION. (a) The board of directors of the
Alaska Housing Finance Corporation anticipates that $42,549,257 of the adjusted net income

= from the second preceding fiscal year will be available in fiscal year 2011 for payment of debt
service, appropriation in this Act, appropriation for capital projects, and transfer to the Alaska
debt retirement fund (AS 37.15.011(a)).

Suhsectloma speaﬁes the amount of corporate recelpts ‘that’ will.be. made: available to the
Ltate.asan FY11 dividénd payierit buﬁ;does fiot- appropriate the: dividend!

al Analyst Comment. The. statutory a’zvzdend:zs the, lesser of $1 03*mzllzon
;:corpomtton 'sulnet income sin.the ‘mbst” recentbz rcomplered’s 7 scal year

Legtslatwe Fisc

‘or 75%:oF ithe,

(AS 54 089( N

{b) A portion of the amount set out in (a) of this section for the fiscal year ending June
30, 2011, will be retained by the Alaska Housing Finance Corporation for the following purposes
in the following estimated amounts:

(1Y $1,000,000 for debt service on University of Alaska, Anchorage, dormutory
construction, authorized under ch. 26, SLA 1996;

{2) $2,592,558 for debt service on the bonds authorized under ch. 1, SSSLA 2002,
(3) $2,548,195 for debt service on the bonds authorized under sec. 4, ch. 120, SLA

2004.

ous AFHC—ﬁnanced capltal pI’Q] ects) auth ,nzed by ég‘ U'r LE
ne dendiof’ $36,408 500(3$26.1 rmlhon*lessfthan mFYlO) for the leglslature to spend

ad’it w1shesf

Legzslatwe sliscal: ‘Analyst Comment.
serv & payments on: state-r_e § 7

cé A ; .ate debt in- order fo. a . hlgher interdsi. rate;
thar' honds with debt-servicé Sublecr 15 approprzatzon nght'commandf

(c) After deductions for the items set out in (b) of this section, $36,408,504 of the
remainder of the amount set out in (a) of this section is available for appropriation for capital
projects.

Subsectlon ¢ informs the leglsiature that,, after the’ amourts retamed in subsection’b,.the
remalmng athount of the AHFC Dividéend is’ avallable for:Sthet purpose:si

Legislative’. Fzscal Analyst Comiment: -Although. cmporate ~dividends are traditionall
lreservea’ for i use 'in. rhe - capital budget; there is'no requzrement “that thissmiust pecur=ihe
legislature can approprzate corporate dzvzdends for any purposei

Legtslattve Ftscal Analyst Recommendatwn:*Sectzon c.should state that the
l$3 6.4 million is. available for = other purposes” rather” than: lzmltmg
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

permzsszble appropriations to capztal prOJects Ltmztzng use of the dividend
to capital projects_conflicts with section d; which mentions other uses fon,
ichvzdendsl '

| ol etiaf- Tutiingc hutnali ]

(d) After deductions for the items set out in (b) of this section and deductions for
appropriations for operating and capital purposes are made, any remaining balance of the amount
set out in (a) of this section for the fiscal year ending June 30, 2011, is appropriated to the Alaska
debt retirement fund (AS 37.15.011(a)).

Subsection"d approprlates the “unused™ pértion"df the dividend to’ the ‘Alaska~Débt
Reétirement Fund (ADRE)

Legzslatwe Fiscal Analyst Comment: Appropnarzng any unused portion-of the dzvzdend
o-the ADRF was comirmon in ‘Fecent years Because” tke Governor’s bill - zncorporates a
’legislatzve ‘request to fund - -debt Service d:rectly ‘the , reference” lo the "ADRF i3

Iunnecessag VJ_

Legtslatzve Fiscal’ Analyst vRecom__‘ endatwn. Approprmre the”: “unusedi
rba!l.aznce of dzvzdends to. the Alaska,z_ apltal Income Fund - (AS 3 7:05. 565)'.
les will ensire that all dzvzdends -are appropnared wkzle furthermg ‘the
tradztlon of miking Sorporate, dzwdends (avazlable for- capltal projects

(e) All unrestricted mortgage loan interest payments, mortgage loan commitment fees,
and other unrestricted receipis received by or accrued to the Alaska Housing Finance Corporation
during fiscal year 2011 and all income earned on assets of the corporation during that period are
appropriated to the Alaska Housing Finance Corporation to hold as corporate receipts for the
purposes described in AS 18.55 and AS 18.56. The corporation shall allocate its corporate
receipts between the Alaska housing finance revolving fund (AS 18.56.082) and senior housing
revolving fund (AS 18.56.710(a)) in accordance with procedures adopted by the board of
directors.

Subsectlon e appropnates certam FYl EIGCCIR $+0f AHZF ¢ to,the’ comoratlon and perm&&é
thc corp rat10n 10 allocate those teceipts'to the AHTG. revolvmg Joan fund:ahd the: semon

housmg revolvmg ﬁ.md!

Fu."dmg The corporate recelpts used for,pu.rposes other- than operatlng costs ‘do-n no
iapp‘ ar in’ ‘the billy: summary or’ m*Lemslatlve TFinatics reports *Corporate operatmg
costs- are approprlated ingectioni

{f) The sum of $800,000,000 is appropriated from the corporate receipts appropnated to
the Alaska Housing Finance Corporation and allocated between the Alaska housing finance
revolving fund (AS 18.56.082) and senior housing revolving fund (AS 18.56.710(a)) under (e) of
this section to the Alaska Housing Finance Corporation for the fiscal year ending June 30, 2011,
for housing loan programs not subsidized by the corporation.

{g) The sum of $30,000,000 is appropriated from the portion of the corporate receipts
appropriated to the Alaska Housing Finance Corporation and allocated between the Alaska
housing finance revolving fund (AS 18.56.082) and semior housing revolving fund (AS
18.56.710(a)) under (e) of this section that is derived from arbitrage earnings to the Alaska
Housing Finance Corporation for the fiscal year ending June 30, 2011, for housing loan programs
and projects subsidized by the corporation. ‘

Subsections-f and:g appropriate=bond proceedstand arbitragexeariiings. fo_the-various
housing programs!
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Legzstatwe Fiscal Analyst Comment "The: em‘zre AHFC settion 'was-removed® ‘from, the
EF'YJO operatmg bu’! based upon @ cammenr/recommendaaon that' Legzslatzve Finance
found the -section redundant - Legislaave Finaice later determmed that Parts. of thé
Section were mformattve even if unnecessary,-and askeéd OMB to réstore themin'FY1H

Legzslartve Fzscal Analyst Recommendation: Because AHFC: has statutor
auz‘horzty {0 zssue bonds: and transfer arbztrage earmng.s 10, their . loani
programs Subsectlons i} and ( g) aré neitheiinformative.-nov necessary:and

banbe removed ]

(h) The sum of $36,000,000 is appropriated from federal receipts to the Alaska Housing
Finance Corporation for housing assistance payments under the Section 8 program for the fiscal
year ending June 30, 2011.

Subsectlon h appropnates federal receipts received: by -thescorporation .for--Section-'8

4

gperatmgvbzll '-fThat treatment may be ‘ac_arrect and the legzslaturejmay
wzsh 10, dISCUSS recordmg, the dpproprittioniin. biidget Feports.

* Sec. 6. ALASKA PERMANENT FUND CORPORATION. (a) The amount authorized under
AS 37.13.145(b) for transfer by the Alaska Permanent Fund Corporation on June 30, 2011, is
appropriated from the earnings reserve account (AS 37.13.145(a)) to the dividend fund (AS
43.23.045(a)) for the payment of permanent fund dividends, and for administrative and associated
costs for the fiscal year ending June 30, 2011.

ELC IS rEr s

ﬁubsectmn a~ appropnate
for- “payment’ Qf dividends;
?;alculated ou-the las ;=p

and g payladrmmstratwe and-assocxatedxcosts throughout FY1; 15

;Fundmg”_._ Fhe:, prOJeeted amou:nt,o «dividend’ {rapsfer. for FYll 1s $637 rmlho

gncludldng dmml ive and” e’os"\tsj.‘Admuustrat-L e

FYL1 at eﬂeete in- sectlon 1 -budget: They include’ the cost of operatmg the
PED. ¢D1V1310r1,, hold: harmless pr0v1810ns that aﬁ'eet people served by the. Department
lof Health'& Social Seivices ands"cost recovery ' biograms'il various: depattments

(b) After money is transferred to the dividend fund under (a) of this section, the amount
calculated under AS 37.13.145(c) to offset the effect of inflation on the principal of the Alaska
permanent fund during fiscal year 2011 is appropriated from the eamings reserve account (AS
37.13.145(a)) to the principal of the Alaska permanent fund.

Subsectmn b.is .an- "inflation “proofing” " provisicn, -which’ transfers moncy, frof the

Eammgs Reserve ‘A¢count tos prmcmalr

Fainding: The projectéd amount of inflation prodfing for FY11.is'$886 million!

(¢) The amount required to be deposited under AS 37.13.010(a)(1) and (2) during fiscal
year 2011 is appropriated to the principal of the Alaska permanent fund in satisfaction of that
requirement.
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§ubsecuon c appropnates 25% of mineral lease rentals, royalties, royalty sales; et¢. to
the principal of the Permanerit Furid as required: by constitution or statute/

Fundmg These deposits to the Permanent-Fund do not appeat in.thebill summary or
in Leglslatwe Finance reports because the - deposns are constltutlonally dedxcated
rather than appropnated The Pérmanent Fund projects that dedicated deposits will.be
8673 niillion during FY11!

* Sec. 7. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AUTHORITY. (a)
The sum of $23,423,000 has been declared available by the Alaska Industrial Development and
Export Authority board of directors for appropriation as the fiscal year 2011 dividend from the
unrestricted balance in the Alaska Industrial Development and Export Authority revolving fund
(AS 44.88.060).

Subsectlon a: mfcrms the " legislature -that the” ant1c1pated annual- Aldska’ Industnal
Development -and- Expmt Authonty (AIDEA) Corporate; dividend to. the state W1H bc
$23 4, mitlion (the.FY10 dividend ‘was :$22.72 _rmlhon) By -statute - (AS a4: ‘88, 088) ithd
1d.lvldcnd tade” avallablc should not be less than 5 percent.: and nét-more than“S 0 pcrceﬂygﬁ;1
of the 1t}).asc veat statutory net. mcomc~Thls year’s Jividend is' near the Maximunt” avallable
by Taw!

(b) After deductions for appropriations made for operating and capital purposes are made,
any remaining balance of the amount set out in (a) of this section for the fiscal year ending June
30, 2011, is appropriated to the Alaska debt retirement fund (AS 37.15.011(a)).

Subsectlonfb appropriatcs ‘the. -unused = portion: of -the :dividend “to.‘the “Alaskd™Debt
Retlremcnt Fund{

L‘egulanve Fiscal- Analyst Comment Apyroprzatmg any wiiséd portionof 1 the dzwdep
toetheaADRF avas, con i ,'fecenr g;ears -Béeduse: theé: Governor s bzllﬁtncorporates @

ileg1.sv!aztwe request’“to\ 'fund debt:- Sservide dlrectly, Lihe- nreference ‘1o the - RF‘Q‘-JS
unnecessag;f

Legtslatzve" Fiscal- Analyst Recommendatw;z.— Approprzate the” unused_,”
‘balance"r'of _tvzdends to-the ‘Alaska: Capztal In come Fund - (AS 3 7 :05.5 "’1
This will ensure. that all dzvzdends are. approprlated while furthermg _;{fﬁg
tradztzon of. makzng _co_rﬁorate - dividends available for capztal projects]

* Sec. 8. DEPARTMENT OF ADMINISTRATION. The amount necessary to fund the uses of
the state insurance catastrophe reserve account described in AS 37.05.289(a) is appropriated from
that account to the Department of Admunistration for those uses during the fiscal vear ending June
30,2011.

Section 8 referéiices the statute ‘that allows up 0+$5 million {g be swept, from‘lapsmg
Egeneral fund appr0pr1at10ns for the catastrophe Teserve account It appropnatcs “fundd
from ‘the - catastrophe reserve account to the. =Department of Ademstratlon to-~ obtam
msurance estabhsh reserves ‘for the self-msurance program, .and. {o .satisfy. claims of
]udgments arising under. the program!

Iiegtslattve Fiscal Analyst Comment:’ This Section re-emphasizes the state's. authorztykto
xpend funds ﬁom the state -insurance catastrophe reserve abebiint described if AS
37.05.289(a): The language may ot be necessdry, but it does no- harm|

F’he catastrophe reseyve account. sweeps lapsing general fund: appropriations annually to
‘maintain -a. balance ‘not to exceed $§5 million. If these funds were not .available;- rwa
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I

opportumtze& “would remam for meetmg~ catastrophzc situations; .. 1) supplemental
Iapproprmtzons by ‘the - legzslature and! 12) judgment legislatzon Delays that could occuri
iwth Iegtslatzve remédies: would. cause diffi culty in - situdtions that Vequire immediate
action!

Funding: T hlS“pl’OVlSlOIl hasnoFY11. ﬁscal 1mpact it “allows money appropnated
Elsewhere 1o b transferred-and spent ‘buf-dées.not increase total appropriations]

. * Sec. 9. DEPARTMENT OF COMMERCE, COMMUNITY, AND ECONOMIC
DEVELOPMENT. {a) The unexpended and unobligated balance of federal money apportioned
to the state as national forest income that the Department of Commerce, Community, and
Economic Development determines would lapse into the unrestricted portion of the general fund
June 30, 2011, under AS 41.15.180(j) is appropriated as follows:

1. up to $170,000 is appropriated to the Department of Transportation and Public
Facilities, commissioner's office, for road maintenance in the uncrganized
borough, for the fiscal year ending June 30, 2011;

2. the balance remaining after the appropriation made by (1) of this subsection is
appropriated to home rule cities, first class cities, second class cities, a
municipality organized under federal law, or regional educational attendance
areas entitled to payment from the national forest income for the fiscal year
ending June 30, 2011, to be allocated among the recipients of national forest
income according to their pro rata share of the total amount distributed under AS
41.15.180(c) and (d) for the fiscal year ending June 30, 2011.

T

%ubsectm’“"ﬂ]:' appropnates $17O 000-0f National sEorest Rectipts o DOT&PE {6 16ad
haintenance i the, unorpanized. boroughr

ubsectlon 2. appropuates any remammg balance . to-«be., pald <48 4 grantstoraocal

governments in.the unorgamzed boroughf

ﬁnorgamzec{ borough. Bj law 75 pe entiﬁ : hCQIE 1S allocate 'tc);publzc schools and
bS perCont for mamtenance of publzc roads»m the. unorgamzed borough{

: ‘ gh for thck dzrecﬁ
T he amounr approprtated in stibsection ] (3170:0) ha.é

dIStrzb _on ka 7 ,_t,been made.
Yot ‘changed for séveral years., 5

KS‘_bsectzon\ 2 appears 0 change the: mtena’ed purpose of lapsmg recezpz‘s UnderVAS
Y. 1 54 80(]) oy szngimoney UST. be;s Ht | m. eds- hat do_not receive money’ under AS
}f[ 15 180(c) and: (aD Subsect:on :2% takes mohey ,hat would otherwisé” be spentin
unorgamzed aréqs and.appropriatesit to Jocal govenmment.s:i

(b) An amount equal to the salmon enhancement tax collected under AS 43.76.010 -
43.76.028 in calendar year 2009 and deposited in the general fund under AS 43.76.025(c) is
appropriated from the general fund to the Department of Commerce, Community, and Economic
Development for payment in fiscal year 2011 to qualified regional associations operating within a
region designated under AS 16.10.375.

Eundmg: These "pass’ through"“-amounts dre,éXcluded: fromcLe,cnsIatlve Finance
reports on’ ‘the' operating: billd
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(c) An amount equal to the seafood development tax collected under AS 43.76.350 -
43.76.399 in calendar year 2009 and deposited in the general fund under AS 43.76.380(d) is
appropriated from the general fund to the Department of Commerce, Community, and Economic
Development for payment in fiscal year 2011 to qualified regional seafood development
associations.

Fundmg These- "pass through" amounts are: excluded from -Legisldtive Finance
reports on the operatmg b]]l[—

(d) The sum of $23,673,600 is appropriated from the power cost equalization
endowment fund (AS 42.45.070) to the Department of Commerce, Community, and Economic
Development, Alaska Energy Authority, power cost equalization allocation, for the fiscal year
ending June 30, 2011.

- Subsection d- appropnates seven percent “of the"Bower Cost. Equahzatlon Endovmxent 10
!Alaska Energy Authonty (AEA) for the Power Cost, Equahzauon (PCE) program ASn
the past;, thls is.the'] maxxmum w1thdrawa1 thatﬁcan -occur, undet. the st atutory. formula (A§
42 '45.070::085). The:atnount i$ 2y increase'of. $2 780,900 ovet FYlO

(e) If the amount appropriated in (d) of this section is not sufficient to pay power cost
equalization program costs without proration, the amount necessary to pay power cost
equalization program costs without proration, estimated to be $12,626,400 is appropriated from
the general fund to the Department of Commerce, Community, and Economic Development,
Alaska Energy Authority, power cost equalization allocation, for the fiscal year ending June 30,
2011.

§ubsect19n erisian’ open—ended general ﬁmdaappropnanon to. AEA: for the" PCE program
Combm dﬁWJthr the appropnat10n oIy subjsettion -d:: “this’ ;appropuatmn ‘will: providetihe
amouiit requued to fundithe sf‘atutory fornitila fof the PCE program!

Funding: The estimatéd-impact of this section’i§ $12,626,400+which is $4,140;900
iess than 1he, estlmated UGE: apprOpnanon i FYlO The UGH teduction-is diie fo: WO
cfactorsn

o the amount available fromithe PCE Endowmeént ihdrdased by '$2178 million; and

.....

e« AEA. wévised, its: expendlture prO_]thlonS downward by $1.34 mﬂhon due*tq
projected ‘reductions..in ‘cost=bf. fuel, _number_ofs eligible grantees, dnd- power

tonsiniption]

() If the amount necessary to make national forest receipts payments under AS
41.15.180 exceeds the amount appropriated in sec. 1 of this Act, the amount necessary to make
national forest receipt payments is appropriated from federal receipts received for that purpose to
the Department of Commerce, Community, and Economic Development, revenue sharing,
national forest receipts allocation, for the fiscal year ending June 30, 2011.

Subsectlon £.i5-inténded to _énsure that all .féderal. funding received.for the':National
Forest Recemts program is expeditiously. d1sbursed 119) commumhes{

Legislative " Fiscal: Analyst Recommendation: To - improve clarity, th
legislature may' want toplace this sitbSecétion: under subsection 9(a); ‘wherq
other Nationial Forest Recezpts appropriations occur

Funding:* The - estlmated nnpact of this . section- is ““zéro. “Thé. $17.1°, milliofl
approprlated in section: Ifor this program should be sufﬁcmntl
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(2) If the amount necessary to make payment in lieu of taxes payments under 3 AAC 152
exceeds the amount appropriated in sec. 1 of this Act, the amount necessary to make payment in
lieu of taxes payments is appropriated from federal receipts received for that purpose to the
Department of Commerce, Community, and Economic Development, revenue sharing, payment
in lieu of taxes allocation, for the fiscal year ending June 30, 201 1.

FSubsectlon gl “initended: to ensure .that PILT payments are.. expechnously dlsbursed to
commumtles= Payments in+ Lieti] of Taxes (PILT) are federal Cpayments 10 - 10(:alI
govennnents that help. offset losses in’ property “faxes die 1 ionfaxable; federal fands

within their Boimdaries!

IFundmg The "estimated:. unpact of; this-‘section ~is- zeto. <The * $10.1. million
appropriated'in section’T for this program should be. sufficicnt!

* Sec. 10. DEPARTMENT OF HEALTH AND SOCIAL SERVICES. The sum of $1,200,000
is appropriated from the general fund to the Department of Health and Social Services, office of
children's services, for the purpose of paying judgments and settlements against the state for the
fiscal year ending June 30, 2011,

Fectlon lO-eappropnatcs fundmg “for thé:FY I settiement costs:-of:a Tawsuit filed by feui
Alaska Natlve,tnbes “The’ Cmyung% Ekwok Kw;nhagak, and. Chevak tnbes‘ aileged th

T

ihe state Vlolateduthe fcderal Indlan Chlld Welfare Act-’aCWA) When it 5h) fa1led‘t

bk

'efcrences under iICWA An

fonftheﬁ‘_ lsettle_ mount. ;P 4
f_‘z‘r: bal childrén,: were among other-ag?’eed upon 1ssues.|

* Sec. 11. DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT. (a) If the
amount necessary to pay benefit payments from the fishermen's fund (AS 23.35.060) exceeds the
amounts appropriated in sec. 1 of this Act, the additional amount necessary to pay those benefit
payments is appropriated from that fund to the Department of Labor and Workforce
Development, fishermen's fund allocation, for the fiscal year ending June 30, 2011.

1"h18 section,allows: befefit pa}j_ments 10, exceed' the, amount’ appropnated n_section, 14
ensurmg that expendlture authonzatlon Wlll be sufﬁcwnt 10« pay,beneﬁts reqmred by lawr

Funding: The éstimatéd impact.of this,section’is zero)

(b) If the amount necessary to pay benefit payments from the second injury fund (AS
23.30.040(a)) exceeds the amount appropriated in sec. 1 of this Act, the additional amount
necessary to make those benefit payments is appropriated from the second injury fund to the
Department of Labor and Workforce Development, second injury fund allocation, for the fiscal
year ending June 30, 2011.

|T hi$; section-allows beneﬁt payments 1o, exceed the amount - appropnated in séction’ 1}
ensuring That expend1mre authonzatlon w1ll be sufficient'to pay benefits regitired by law

Fuiiding: The estimated iimpact-of this‘section. is. zerol
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(c) If the amount necessary to pay benefit payments from the workers' compensation
benefits guaranty fund (AS 23.30.082) exceeds the amount appropriated in sec. 1 of this Act, the
additional amount necessary to pay those benefit payments is appropriated from that fund to the
Department of Labor and Workforce Development, workers' compensation benefits guaranty
fund allocation, for the fiscal year ending June 30, 2011,

f['}ns section- allows benefit payments to.exceed the amount appropriated’, in section’ 1}
ensuring that expenditure authorization w111 be sufficient tolpay benefits required by lawf

Funding: Thé estimated impact -of this section is.zéro?

(d) If the amount of designated program receipts received under AS 43.20.014(a)(3) and
deposited in the vocational education account (AS 37.10.200) during the fiscal year ending JTune
30, 2011, exceeds the amount appropriated in sec. 1 of this Act for purposes described in AS
37.10.200, the additional designated program receipts are appropriated to the Department of
Labor and Workforce Development, Alaska Vocational Technical Center, Alaska Vocational
Technical Center allocation, for the fiscal year ending June 30, 2011.

Legislative Fiscal Analyst Comment: 4543.20.014(a)(3) reads;

Income tax education credit. (2) A taxpayer is: allowed a credit: ‘agamst ‘thie-tax
’due under thls chapter for cash contnbuttons accepted (3) by a7state: operated
I

vocatlonal?techmcaheducatlon arid dfaining sehoolf

There.are.six problems with the: Governor sldnguage)

The contnbutzons re mot-program: ¥eceipts. as. the Départment of ‘Réveriie defified
them

----- ™,

Ty contrzbutzons under AS 43 20.0]4.do"notig0? Yinto;the vocational-ediléation aecount)
rhey; el dtrectly to afschool 1

R g

o ithe pecipidnt of the coniributions (A PTEC) isnot named,,

o recezpts should fiot-be limited to'the ) purposes Ofthe vocationalrediicationiaccount)
Which appéarsto be; unrelated 1o these tax: credzts,:

.~ thestax-credits applv:to several 1ypes of taxes: and

o the money could lapse if itswise'is limited to:F YL

]

Legtslatwe " Fiscal Analyst ‘Recommendation. - Subséction: d >should “hé
modified 10 resolve these probleinsy

If the amount of. contributiods’ r;ecelved by ‘the ‘Alaska: Vocatlonal Techiical Centera«under
s 4320 0114(a)(3) - AS: 21 89: 070 AR 21 89.075; AS 14320. 0l4; AS 43355. 019 AS

43 56:018; -AS 43.65. 018 LA 43 75. 018 and AS 43. 77.045; durmg the fiscal -year endmg
IJune 30, 2011 exceeds the amount apprOpnated in sec. 1 of this’ Act/ the additidnal
contrlbuttons are appropnated to the' Deépartnient f Labor arid Workforce Developmenﬁ
Alaska Vocat1ona1 Technical Center Alaska "Viocatiorial Fechnical” Ceriter: allocatloni
(Add non—lapse provision togection 31.)

* Sec. 12. DEPARTMENT OF MILITARY AND VETERANS' AFFAIRS. Five percent of
the market value of the average ending balances in the Alaska veterans' memorial endowment
fund {AS 37.14.700) for the fiscal years ending June 30, 2008, June 30, 2009, and June 30, 2010,
is appropriated from the Alaska veterans' memorial endowment fund to the Department of

Page 28

1635




1636

Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

Military and Veterans' Affairs for the purposes specified in AS 37.14.730(b) for the fiscal year
ending June 30, 2011,

Fundmg Endowment payoutis expected to:be.about $12,800, Proceeds may b&used
for maintenance; repair aild:construction’of monuments to-the mllltary

* Sec. 13. DEPARTMENT OF NATURAL RESOQOURCES. (a) Federal receipts received for
fire suppression during the fiscal year ending June 30, 2011, are appropriated to the Department
of Natural Resources for fire suppression activities for the fiscal year ending June 30, 2011.

Subsection a- appropriates-an open-ended amount of fedefal. receipts recéived for:fire
suppressmn to the. Department of Natural Resources!

Funding: A" $2 million federal receipts estimate' for fire suppression has Beenzused
for several years!
NEW SUBSECTION?

(b} The sum of $1,000,000 is appropriated from federal receipts to the Department of
Natural Resources, RS 2477/Navigability Assertions and Litigation Support allocation, for the
United States Department of the Interior, Bureau of Land Management navigable water
identification project, for the fiscal years ending June 30, 2011, and June 30, 2012.

Subsecﬁon *b w111§prov1de two—year authonzanon for reeelpt of federal grantﬁfunds (no

undmg ;Accordmg o, the Departmeiit -up- t0-51 smillionr may- be. available Tortwo

years (ending 6/30/ 12)'1

* Sec. 14. DEPARTMENT OF PUBLIC SAFETY. (a) The sum of $1,393,200 is appropriated
from the general fund to the Department of Public Safety, division of Alaska state troopers,
narcotics task force, for drug and alcohol enforcement efforts during the fiscal year ending June
30, 2011.

ubsectlon a‘appropnates -$1-4 - millién *.in: geieral’s funds *for’; drig -and *ialcoHol
knforcemént.efforts]

(b) If the amount of federal receipts received by the Department of Public Safety from the
justice assistance grant program during the fiscal year ending June 30, 2011, for drug and alcohol
enforcement efforts exceeds $1,289,100, the appropriation in (a) of this section is reduced by the
amount by which the federal receipts exceed $1,289,100.

Subsectlon b’ is contingency* language that. requires’ a dollar—for—dollar reductlon af the
prewous subsectlons general fund appropnatlon if DPS receives over $1.3-million ifl
federal grants fof dfug and-aléchol enforcerent efforts]
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Legislative Fiscal Analyst: Comment: The FY10'operating budget-included szmzlmi
'{anguage DPS received $1,476,855 of federal funds in-FYI0 for this purpose—resulting
in w.reduction of $187,775 of general funds in the FY10 budget!

Fundmg Because the amount of federal funds for FY11 is unknown, Leglslatlve
Fmance is-estimating_the cost of-the section to be the full $1.4 million in general
funds

(¢) The sum of $1,270,000 is appropriated from the general fund to the Department of
Public Safety, division of Alaska state troopers, special projects, for rural alcohol interdiction
efforts for the fiscal year ending June 30, 201 1.

Subsection ¢ :appropriates’ $1.3 -million "in -generdl funds for ‘rural-alcohol interdiction
efforts!
(d) If federal receipts are received by the Department of Public Safety for the rural

alcohol interdiction program during the fiscal year ending June 30, 2011, the appropriation in (c)
of this section is reduced by the amount of the federal receipts.

------

Subsectlon d 1s,contmg§ncy languagecthat’requlresaa dollarsforidollar reduction of the
Stevious: subsectlon s peneral funds

Legzslattve Fiscal' Andlyst; Comment;: *ﬂte EYI0. operatmg budget ‘included. sxmzlag
languager DPS recewea’ $200 000 of: féderal ﬁmds o thzs;purpose-resulttng if o “edicl
Fediiction of; general ﬁmds

] 'ﬂﬁ‘“‘Because the “amount! of federal: funds forEY 11 #i§ unknewn;.: Leglslatwe
F' ance=1sﬁest1matmg the" cost of ‘the sectlon“ beé.the full 13" million: 1f general

* Sec. 15. DEPARTMENT OF REVENUE. (a) The minimum amount of program receipts
received for the fiscal year ending June 30, 2011, by the child support services agency that is
required to secure the federal funding appropriated from those program receipts for the child
support enforcement program in sec. 1 of this Act is appropriated to the Department of Revenue,
child support services agency, for the fiscal year ending June 30, 2011. :

Subse tlpn al perlmts an unspecnﬁed amiount of p prograrn Teceipts collected»by ithe*Child
§upp_ '~'Serv1ces Divi§ion. (CSSD) 1o'bé spent to capture the federal'receipts appropnated
1n3 sectlon 14

ARRA)_ Stz.mu.lus dollars'and. geriera ffunds When the ARRA ﬁmdmg expzres,, genera}
Lnds will likely bé needed-ds replacement[

Fuanding: The estimated.impact of this section is zéro!

(b) Program receipts collected as cost recovery for paternity testing administered by the
child support services agency, as required under AS 25.27.040 and 25.27.165, and as collected
under AS 25.20.050(f), are appropriated to the Department of Revenue, child support services
agency, for the fiscal year ending June 30, 2011.

Subsecnon b-appropriates (to. CSSD) Teceipts collected to récover the costs:of patemity;
testmg"
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Funding: 1he Department: esimales (has palrity lesting Will-gendrate 946,000 1

RS P |
program-recelpts.

* Sec. 16. OFFICE OF THE GOVERNOR. (a) If the 2011 fiscal year-to-date average price of

Alaska North Slope crude oil exceeds $35 a barrel on August 1, 2010, the amount of money
corresponding to the 2011 fiscal year-to-date average price, rounded to the nearest dollar, as set
out in the table in (c) of this section is appropriated from the general fund to the office of the
governor for distribution to state agencies to offset increased fuel and utility costs.

(b) If the 2011 fiscal year-to-date average price of Alaska North Slope crude oil exceeds
$35 a barrel on December 1, 2010, the amount of money corresponding to the 2011 fiscal year-to-
date average price, rounded to the nearest dollar, as set out in the table in (c) of this section is
appropriated from the general fund to the office of the governor for distribution to state agencies
to offset increased fuel and utility costs.

(¢) The following table shall be used in determining the amount of the appropriations in
(a) and (b) of this section:

2011 FISCAL

YEAR-TO-DATE

AVERAGE PRICE

OF ALASKA NORTH

SLOPE CRUDE OIL AMOUNT
$90 or more $27,500,000
89 27,000,000
88 26,500,000
87 26,000,000
86 25,500,000
85 25,000,000
84 24,500,000
83 24,000,000
82 23,500,000
81 23,000,000
80 22,500,000
79 22,000,000
78 21,500,000
77 21,000,000
76 20,500,000
75 20,000,000
74 19,500,000
7 19,000,000

Page 31




1639

Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

72 18,500,000
71 18,000,000
70 17,500,000
69 17,000,000
68 16,500,000
67 16,000,000
66 15,500,000
65 15,000,000
64 14,500,000
63 14,000,000
62 13,500,000
61 13,000,000
60 . 112,500,000
59 12,000,000
58 11,500,000
57 11,000,000
56 10,500,000
55 10,000,000
54 _ 9,500,000
53 9,000,000
52 8,500,000
51 8,000,000
50 7,500,000
49 7,000,000
48 6,500,000
47 6,000,000
46 5,500,000
45 o 5,000,000
44 4,500,000
43 4,000,000
42 3,500,000
41 3,000,000
40 2,500,000
39 2,000,000
38 ' 1,500,000
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37 1,000,000
36 500,000
35 0

(d) It is the intent of the legislature that a payment under (a) or (b) of this section be used
to offset the effects of higher fuel and utility costs for the fiscal year ending June 30, 2011.

(e) The governor shall allocate amounts appropriated in (a) and (b) of this section as
follows:

(1) to the Department of Transportation and Public Facilities, 65 percent of the total
plus or minus 10 percent;

(2) to the University of Alaska, eight percent of the total plus or minus three percent;

(3) to the Department of Health and Social Services and the Department of
Corrections, not more than five percent each of the total amount appropriated;

(4) to any other state agency, not more than four percent of the total amount
appropriated;

(5) the aggregate amount allocated may not exceed 100 percent of the appropriation.

-and*b.appro pn_ate .upetoh$55;<rmlhong, dependmg ‘on: the -year-to date
Gru u"‘fb ) 7111 AUgu§€- -1;2010; and $27 5;n111110n?0n

[Subsectlon *e.andicates; ~based-on: the*pnce ‘of-oilz=How much funding issappropriated: in
subsection. a{

Subsection;jd  states® legislative intent thiat -the"funding is to. offset “fuels and “utility’ cost
inckases]

Subsection e-provides guidelines for allocating 1he TONey Amon g iagencieal

l]i‘undmg‘ OMB mcluded a. $42k ,milhonw appropnatlon for fuglyin. dts: budget

‘‘‘‘‘

%egaslatwe Fiscal ‘*Analyst Commeint:: Szmzlar 1k ‘"'ger mechanisms .ifl, recent opei‘annﬁ
billsy appear *to have ﬁmctzoned a ighee

; —“fproyzdmg j ‘ndmg e --'fuel{ o
permzttmg hlgh fuel costs: to shecome part af.the-base budget®=gnd ; the legisldiure. ma)]
Wish to Sontinue. the concept‘

Legtslatwe Ezscal Analyst ,Recommendatwn. Although the' trigger. conceg
his worked as deszgned gt may be time 1o retognize that the: chart. I&
toutdaz‘ed The'- legzslature may ‘want to cut the table. off at: $60/bbl add $25]
Iimlhon fo base.budsets .of Departments *and redicée the. trlgger amounts
raccon:;h;'ft;g;_ly

NEW.SUBSECTION:

{f) The sam of $6,500,000 is appropriated from receipts of the Alaska Housing Capital
Corporation created under AS 18.56.086 to the office of the governor for the development of an
in-state natural gas pipeline.
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Subsection f appropridies Tutids to confinue work-felated to. the development of an’ind

tstate natural gas pipeline: The increment. ;addresses several prO_] éetfs:

r

® $2.25 million for complétion of the pipeline fght-of-way permiitting. effort

e -$500:0 for completion of the cost-of-service cost éstimate for the stand alone pipeline
project: ject;

- $35 rmlhon to gather detailed engineering data which will.bécome the basisfor thé
future detailed engineeririg, demgn of th&prol ect: and

comp_anﬂ_

Legislative . Fiscal Analvst Comment: " Arguably; these requests. THight be more
lappropnately placed in the Bepartment of Nahjral Resources However, movmg them
from the. Governor ‘s Office is unlikely-to,change whit is done or the cost of doing i}

The money appropr:ated in'subsection fis from the Alaska Housmg Capiral, Corporatlon,l
whzch is.a. subszdzary of 1 the Alaska Housmg anance Corporanonecreated zn FYO?’ solel)
[aszde 10 pay for development of a gaslme the fund Source wzll appear logical Other.s
may object to fhie fund scurce on the: grounds that the money wis et aside specgf‘ cally #0
ﬁund future capn‘al prOJects With: 7o iention |of gaslme development 7i he operatm%

ppropnatlons inisubsection 0. vzolate the stated ‘purpose of the orlgmal approprtal‘ton
pvhzch 5 liniitéd.. fo capital pro;ects Regardless Of W “Where: the. foney. appears i the
bualget tlze total of 8177+ mtllzon the’ Governor proposes 10 spend from this fund must be

classgﬁed as thhdrawals from savings.. “Wzthout this use Hf savings, the. Governor s FYL]

5udget Svould. produce.a déficit of about.$1 23 mzllzonr

I 7T

egtslattve “Fiscal Analyst Recommenda;ton. . Subsectzon'-m mtghz‘ be: bétter,
laced in section 19, with'other. rapproprzatzons for gasline. development

* Sec. 17. UNIVERSITY OF ALASKA. The amount of the fees collected under AS
28.10.421(d) during the fiscal year ending June 30, 2010, for the issuance of special request
university plates, less the cost of issuing the license plates, is appropriated from the general fund
to the University of Alaska for support of alumni programs at the campuses of the university for
the fiscal year ending June 30, 2011.

Funding; sThe Uniiversity expects t0 receive about $2;:000 tinder this-séction!
* ‘Sec. 18. BOND CLAIMS. The amount received in settlement of a claim against a bond
guaranteeing the reclamation of state, federal, or private land, including the plugging or repair of
a well, is appropriated to the agency secured by the bond for the fiscal year ending June 30, 2011,

for the purpose of reclaiming the state, federal, or private land affected by a use covered by the
bond.

iThis -section: is* standard language that’ appropnates “claims against bonds " for: land
reclamation to the agéncies that, will direct the reclamatmn'

Funding::The Depaltment of Natural Resources estirhates-the impact of this. sectlon
to be, $50 000:.$25,000 for- rcclamatmn of land use permits & leaseson state lands 113
he Clalms Pemuts and Leascs- allocatmn and .$25,000° for recIamatmn bondc
assoclated with timber siles on state.lands-in the Forest ‘Management & Development
allocatwnl
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* Sec. 19. GAS PIPELINE DEVELOPMENT. The following amounts are appropriated to the
named department and components from receipts of the Alaska Housing Capital Corporation
created under AS 18.56.086 in the amounts stated for work associated with development of a
natural gas pipeline for the fiscal year ending June 30, 2011:

APPROPRIATION
DEPARTMENT AND COMPONENT AMOUNT
(1) Administration
Alaska Qil and Gas Conservation Commission 1,150,900
(2) Law
0il, gas, and mining 2,500,000
(3} Natural Resources
Gas pipeline implementation 4,217,500
(4) Revenue .
Tax Division 1,100,000
Natural gas commercialization 1,550,000

Legtslatwe “Fiscal Analyst Comment "In FY09 -’fhe‘*‘ legzslature consolzdated Oif and,gas
development fundzng request in-th 0 _;‘- e-of H ou'.eﬁﬁeif,k%ith' di on to a’zsmbur
. ) 2

éewfzﬁ

f Jaty . ,j appr tio‘.'i,w qu
demonstrated when the ‘Department of Law transferreﬁ’ $550 0 i ithe: Department ‘of
Revenuef

%egzslanve Ftscal Analyst 1Recommendatmn. Conselzdc_zte gaslme

o ...,;._‘-. -

Enoney to the Departments/allocatzens*and fer the purposes,, 's
thé estimated allocatzons ‘1o, vartousﬁepartments as rznformatzon

* Sec. 20. FEDERAL AND OTHER PROGRAM RECEIPTS. (a) Federal receipts, designated
program receipts as defined in AS 37.05.146(b)(3), information services fund program receipts as
described in AS 44.21.045(b), Exxon Valdez oil spill trust receipts described in AS
37.05.146(b)(4), receipts of the Alaska Housing Finance Corporation, receipts of the Alaska
marine highway system fund described in AS 19.65.060(a), receipts of the University of Alaska
as described in AS 37.05.146(b)(2), and receipts of the Alaska Fire Standards Council described
in AS 37.05.146(b)(5) that are received during the fiscal year ending June 30, 2011, and that
exceed the amounts appropriated by this Act, are appropriated conditioned on compliance with
the program review provisions of AS 37.07.080(h).

(b) If federal or other program receipts as defined in AS 37.05.146 and in AS
44 21.045(b) that are received during the fiscal year ending June 30, 2011, exceed the amounts
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appropriated by this Act, the appropriations from state funds for the affected program shall be
reduced by the excess if the reductions are consistent with applicable federal statutes.

(¢c) If federal or other program receipts as defined in AS 37.05.146 and in AS
44.21.045(b) that are received during the fiscal year ending June 30, 2011, fall short of the
amounts appropriated by this Act, the affected appropriation is reduced by the amount of the
shortfall in receipts. '

Subsection a prov1des open-ended appropriations -of the types -of r¢ceipts hstedl
lJf‘xlti'lml.gh the appropnatlons are conditioned on review by- the Legislative Budget and
[Audlt Commlttee the Governor can increase authotization for listed fund sovrces without
the approval-of the Con’n*mtteeI

Subsection b is standard. language that" permits  state -authotization to. be reduced if
unant1c1pated money is received for projects funded by genetal funds. Thefe isho formal
process for fracking poteritial reduc:tlonsl

Subsection ¢ is stanidard language that automatically limit§ authorization of federal and
other recelpts ‘to ‘the. amount actually recelved[

geﬂamly be recelved thereds no way to deterrmne where the mcgeases W111 be, ‘ho
'rnuch they Wil be, o wﬁhat fund sources would be appropnate.-legmlatwe Finang é’
fepotts placeso dollar value:on appropriations made in this: sectlonr

* Sec. 21. FUND TRANSFERS. (a) The federal funds received by the state under 42 U.S.C.
6506a(l) or former 42 U.S.C. 6508 not appropriated for grants under AS 37.05.530(d) are
appropriated as follows:

(1) to the principal of the Alaska permanent fund (art. IX, sec. 15, Constitution of the
State of Alaska) and the public school trust fund (AS 37.14.110(a)), according to AS
37.05.530(g)(1) and (2); and

(2) to the principal of the Alaska permanent fund (art. IX, sec. 15, Constitution of the
State of Alaska), the public school trust fund (AS 37.14.110(a)), and the power cost equalization
and rural electric capitalization fund (AS 42.45.100(a)), according to AS 37.05.530(g)(3)-

Subsection a. appropnates ‘the. lapsing balance .of NPR-A “grants (péi AS 37.05.530(g))!
No lapsmg balance is anticipated!

Funding:-The estimated fiscal imipactof this.séction.is.zerod

(b) The following amounts of revenue collected during the fiscal year ending June 30,
2011, are appropriated to the fish and game fund (AS 16.05.100):

(1) receipts from the sale of crewmember fishing licenses (AS 16.05.480(2)) that are
not deposited into the fishermen's fund under AS 23.35.060;

(2) range fees collected at shooting ranges operated by the Department of Fish'and
Game (AS 16.05.050(a)(15));

(3) fees collected at boating and angling access sites described in AS 16.05.050(a)(6)
and managed by the Department of Natural Resources, division of parks and outdoor recreation,
under a cooperative agreement;

(4) receipts from the sale of waterfow] conservation stamp limited edition prints (AS
16.05.826(a));

(5) fees collected for sanctuary access permits (AS 16.05.050(a)(15)).
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Siubseetion- b «appropriates. Tévenue- genetated by .the ‘named licensés, and féés into, the
F1sh and Game “Fund: Appropnations from th1s Tevenue source usethe F ish’and Game:
Nondedlcated Recelpts fund code (1194) to. dlfferentlate these appropnatlons (wmch are
Q:ssen‘ually GEF/PR. approprlatzons) frofi the: ded10ated poftion of'the Fish-and-Gameé Fundf

Legislative Fzscal Anal_wt Comment Begmnmg in Y11, use of the listed rece:pts by the
;{Department will, appear as. a’eszgnated general fund (DGF) expendztures Depos:tm
thése recezpts into- the F&G'Fund iH past budgets occuired bectuse -the. recewts then
‘appeared as. “other funds" when they were spent ~Now that this fundmg will be countéd
lat.s* DGF expendztures it may ‘be -time 10 appropriate’ the funding divectly to allocatzon.s!
that use. the‘funa’mgl

Legtslatzve Fiscal- Analyst Recommendatwtg : Consider ”deletmg»subsectzon
(b) and a;zpropmatmg the. recetpts directly (ds {GF/Program Recetpts) to-the
allocatzons that use the fundmg

Fanding: The estimated:fiscal:impact of this-subsection is'$2.3:milliond

(¢) The following amounts are appropriated to the oil and hazardous substance release
prevention account (AS 46.08.010(a)(1)) in the oil and hazardous substance release prevention
and response fund (AS 46.08.010(a)) from the sources indicated:

(1) the balance of the o1l and hazardous substance release prevention mitigation
account (AS 46.08.020(b}) in the general fund on July 1, 2010, not otherwise appropriated by this
Act;

(2) the amount collected for the fiscal year ending June 30, 2010, estimated to be
38,300,000 from the surcharge levied under AS 43.55.300.

v i pé srcha ol din :
FAmemjdments effectl e prnl \1‘ 2006*chan d; he per Z*bclrrel surcharge from $0 03 t(}
$0:04:

(d) The following amounts are appropriated to the oil and hazardous substance release
response account (AS 46.08.010(a)(2)) in the oil and hazardous substance release prevention and
response fund (AS 46.08.010) from the following sources:

(1) the balance of the oil and hazardous substance release response mitigation
account (AS 46.08.025(b)) in the general fund on July 1, 2010, not otherwise appropriated by this
Act;

(2) the amount collected for the fiscal year endmg June 30, 2010, from the surcharge
levied under AS 43.55.201.

Subsectlon d is .stahdard, Tangudge- appropnatmg {to"the: ©il and Hazardous- Substance
Release ‘Response ‘AccHunt) the.balance of the Release Respog_se M1t1gat1011 Account and
%he FY10 ¢olléctions from the $0.01. cent per barrel. surcharge ‘onoil produced in; the
state A]mendments ‘effective April1,.2006 changed:the per barrel-strcharde from: $0.02
to: $O 01

.......

Eollectzons of $2 3 mzllzon ﬁ‘om thé one cent Surcharge the. Surcharge may be in, eﬁé‘c&for
a few miore yearf"
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Funding? Based on a' ﬁve-year average, the ~projected” balance of the’ responsc
mitigation accouit ‘that will be transferred “under this sectiofi is approximately
SGOO 000. The surcharge. collected under paragraph (2) becamie effective when the
balance of the Response: Accourit dropped below $50 million. The drop in the
lbalance is due toa Depaﬁment of Law .request:for: $8 8 million:to mvesngate two 011
spllls wllnch occurred in.2006 from transit, pipelines operated. by BP. in Prudhoe Bay
011 field!

(e) The portions of the fees listed in this subsection that are collected during the fiscal
year ending June 30, 2011, are appropriated to the Alaska children's trust (AS 37.14.200(a)):

(1) fees collected under AS 18.50.225, less the cost of supplies, for the issuance of
birth certificates;

(2) fees collected under AS 18.50.272, less the cost of supplies, for the issuance of
heirloom marriage certificates;

(3) fees collected under AS 28.10.421(d) for the issuance of special request Alaska
children's trust license plates, less the cost of issuing the license plates.

Subsectlon € appropnates “(to the Alaska Children's  Fidst), et recelpts “coligcte dgnqg
FYIO from sales ofhEirloom Ebu‘th cemﬁcates helrloom .mairiage: certxﬁcates, and“Ti?ﬁg

licensé pla‘cesf
Thes Alaska ; Chlldrcn s"

revcnu&fo agrants.‘to*commumtj:-baséd programs for the preventu)n«of zChlld abusetand
neglectg

Funding: OMB pProjects.$35.0 netproceeds {rom the sale of certificates/plates)

{(f) The loan origination fees collected by the Alaska Commission on Postsecondary
Education for the fiscal year ending June 30, 2011, are appropriated to the origination fee account
(AS 14.43.120(w)) within the education loan fund (AS 14.42.210(a)) of the Alaska Student Loan
Corporation for the purposes specified in AS 14.43.120(u).

Subsectlo f 'appropnatcs origination’ feesrchar_ged O student loans to‘the’ 011 gmatlon fe%
Ther ‘fees are inferided to-Offset. Toan losses diie {0

ecalse
exgendlturesf
(g) The amount of federal receipts received for disaster relief during the fiscal year

ending June 30, 2011, is appropriated to the disaster relief fund (AS 26.23.300(a)).

Subsectlnn g is; standard language appropnatmg*federal recelpts for d1saster rehef to’ the
i5; - eeds N0 specxﬁc appropnatlons 1o’ spend money in

:bé spent upon declaration of a.disigtér}

the .:]jiaaste;f{ehef Fund ‘.m : eyﬂ

Fundlng * A $9 million-estimaté for feéderal disaster relief feceipt§-has been uséd: for
several xears!
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(h) The sum of $7,500,000 is appropriated from the general fund to the disaster relief
fund (AS 26.23.300(a)).

[Subsectlon | cap1tahzes ihe Disaster, Relict Fund -with $7.5. million of-general.funds:(an
arfount. equal to the FY 10, c;slpnahzatlon)J

(i) The balance of the mine reclamation trust fund income account {AS 37.14.800(a)} on
June 30, 2010, and money deposited in that account during the fiscal year ending June 30, 2011,
is appropriated to the mine reclamation trust fund operating account {AS 37.14.800(a)) for the
fiscal year ending June 30, 2011. The amount necessary for the purposes specified in AS
37.14.820 for the fiscal year ending June 30, 2011, is appropriated from the mine reclamation
trust fund operating account (AS 37.14.800(a)) to the Department of Natural Resources.

Subsectlon 1 authonzes an mternal transfer of fl.mds from: ‘the” in¢ome account to the
Operatmg account wherée 1t is: avallable to. DNR 'to: spend without. further appropriation!

}Fundmgt “The - agéncy estlmates thq “amount-sheeded ;- for rmne reclamation
expendl‘ TSy 1s about $50 000 and Ag° pent in the 'Clalms Permlts and” T:e4ses
allocatlon for. reclamation. of land.use permits; ‘aiid 1éages on stite Jarids]

(i) The sum of $15,660,000 is appropriated to the Alaska clean water fund (AS
46.03.032(a)) for the Alaska clean water loan program from the following sources:

Alaska clean water fund revenue bond receipts $2,700,000
Federal receipts 12,960,000

(k) The sum of $13,092,200 is appropriated to the Alaska drinking water fund (AS
46.03.036(a)} for the Alaska drinking water loan program from the following sources:

Alaska drinking water fund revenue bond receipts $2,963,000
Federal receipts 10,129,200

- Bond proceeds

to mafch federalnmonéﬂ

(1} The amount of municipal bond bank receipts determined under AS 44.85.270(h) to be
available for transfer by the Alaska Municipal Bond Bank Authority for the fiscal year ending
June 30, 2010, is appropriated to the Alaska municipal bond bank authority reserve fund (AS
44.85.270(a)).

sﬁb"séc’i’titiﬁ 1 &jpirdﬁﬁates- garnings‘of.thé Bdnd-B‘ahk;t'o its ‘éai-ning"‘s ~feséﬁé “fund!

.....

dechnéd due to the low short term mterest rate enwronment* il Wthh the assets Ar
mve;asted1

(m) An amount equal to the bulk fuel revolving loan fund fees established under AS
42.45.250()) and collected under AS 42.45.250(k) from July 1, 2009, through June 30, 2010,
estimated te be $45,000, are appropriated from the general fund to the bulk fuel revolving loan
fund (AS 42.45.250(a)).

Subsectlon 'q appropriates 16 the-bulk fuel tevolving loanfund ‘an‘amount.of gencral
funds equal to the loan.fund fees collected in EY 10!
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(n) The sum of $7,000,000 is appropriated from the Alaska sport fishing enterprise
account (AS 16.05.130(e)) in the fish and game fund (AS 16.05.100) to the Alaska fish and game
revenue bond redemption fund (AS 37.15.770).

Subsectlon n transférs ‘the amount collected under the surcharge on sport-fish. hcenses
(created by SB 147 (Ch 94, SLA. 2005)) from the sport fish enterpnse account, whiere thie
lrevenue is deposited,” to the bond redernptlon fund. The fransfer is for payment of debg

service on-bonds authorized for hatchery coristruction. As both funds are subfunds of the
Flsh aud Game Fund ‘this section hasno fiscal impact;. it is an attémpt fo- preempt legal
is5ués associated with the fisheries'reveriue bonds.tr

(0) An amount equal to the federal receipts deposited in the Alaska sport fishing
enterprise account (AS 16.05.130(e)), not to exceed $1,644,800, as reimbursement for the
federally allowable portion of the principal balance payment on the sport fishing revenue bonds
series 2006 is appropriated from the Alaska sport fishing enterprise account (AS 16.05.130(¢)) to
the fish and game fund (AS 16.05.100).

Subsectlon 0 clanﬁes that the Degaxtment chooses to use $1 6 mllhon of current federal

a 0rt1on of: debi sefvice payments on the "SportfishBonds" issued An 2006 (see SCCthIl
23 (1.1))

Legzslatwe Fzscal Analyst Comment The Departmenr s acnon Increases ﬂexzbzhty in the
[0 : shing enterpnsq
; '«rhe money can’ be used Jor «sport ﬁshmg faczlztzes “intended.ito
d:rectly beneﬁt lzcense purchaser_j

Fundmg ..Thepsectlon simply transters ﬁmngbetween‘aaecounts within, the Fishand
Game Fudd; thefe s tior direct fiscaliimpact)

(p) The amount received under AS 18.67.162 as program receipts, including donations
and recoveries of or reimbursement for awards made from the fund, during the fiscal year ending
June 30, 2011, is appropriated to the crime victim compensation fund (AS 18.67.162).

T D A P T

Suibsection*p "capltahzes“ the :Crithe=Victiin FCompensatlon Fund, w1th=r money frém
taone__ltle 18, i%eﬁes of or: relmbursements f0r~awards madé from the fund “inicome fFon
the fiind and Sther programreceipts:

Legzslatzve Fiscal Anabs&(l’amment Chapter L127SEA72008 (HB: 41 4F aa’ded language
i ‘-; ' Aeﬁ"ect thar money appropr:ate 1o the ﬁm_ B may znclude donat:ons ‘Fecoveries c:g"
OF retmbursements s for awdrds ‘maded By the. ﬁma' incoine “from; the’ fund -and ‘othér,
program recezpis i

(@) If the balance of the oil and gas tax credit fund (AS 43.55.028) is insufficient to
purchase transferable tax credit certificates issued under AS 43,55.023 and production tax credit
certificates issued under AS 43.55.025 that are presented for purchase, the amount by which the
tax credit certificates presented for purchase exceeds the balance of the fund is appropriated from
the general fund to the oil and gas tax credit fund (AS 43.55.028).

ﬁubsectlon q i an open:ended, appropriation oﬂgeneral funds to the oil and gas s tax credif
fund. The sect10n ensures that the. fund balance is-sufficient o’ pu.rchase claims for. tax
credits'as prowded for in statutei

zllzon esrzmated deposzt under thzs Sectzon may be overstated 7 hrough a serzes
Fequésts, adjustments and supplemental appropnatwns the fund was. capztalzzed wzﬂi
{325 0 million in FY08-and 8400 millioniin EY09. The Governor requested a $300 mtllzon
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a’eposzt for FYI0, and *then":reduced« the: request by $100 million. At-fhe” request“*‘of the
legzslature the Department- of 4 Revenue prowded a history.of-clainis for credits..The. et
prompted the legislature 1y transfer‘$45 0 mdlzon from the.fund.to the.general fund whlch
was ‘expected 1o leave a ‘balance. suﬁ' cient' 10- Pay. clazms in FY. 10 (based on claii
!hlstory) Toénsure a suﬁ" czem‘ fund balancé, thewleg:slature added- open—ended language!
Szmzlar lo section q. T he Governor vetoed $33 niillion of the. transfer- andthen estimated

bhat “$180- million would be transferiéd iinder the.openzended appropriation

l)Fundlng - The” projected:‘value ‘of, thig” appropnatlonf i§ $130 mllhon—the same
amount, the :Deparcment of. Revenue. estimated fota snmlar drovision in \the FYlO
budget!
(r} An amount equat to 20 percent of the revenue collected under AS 43.55.011(g), not to
exceed $60,000,000, is appropriated from the general fund to the community revenue sharing
fund (AS 29.60. 850(&))

Suhsectm‘ riappropnates 20%: of;recelpts from. the progressive.portion.of the oil andigas
productlon tax, 1o a limit of. $60 mllhon forrevénue shanngf

Legtslanva Fiscal Analyst Comment "The revéntie. sharmg fund was establisiied with an
!F’Y 08, supplemen al approprzanon rof $1 80 mzllzo Eack year sznce rhen 360 mlllto ;
of fthe prior yedr: balance p_ A s e 10, coiminu i és. - ¢h
year the, amount dzstr bu od-was repla_: .b_y 3 60 mzllzon of revenue ﬁ'om the progresszve
portzon of the. ozl ana’ gas grod iétion tax, Thes BT Tedistributiotito éonimunities will be
$60.million (1/3 of the balance)

1011 prlce.'s'ﬁ are hzgh enoughmfto generate more’ than_:$60 mzllzon ﬁom the

As Iong as:

Qnd -a.nn'ual dzstrzbunons wrll a’eclmej

F undmg T@e full $60 mﬂllompotentlal ‘amouat, - of theBppropriation 15 includeéd in-all
Leg1§1at1ve(Fmance and OMB;_reportsg :

NEW.SUBSECTION

(s) If the Alaska Municipal Bond Bank Authority must draw on the Alaska municipal
bond bank authority reserve fund (AS 44.85.270(a)), 2005 general bond resolution reserve,
because of a default by a borrower, an amount equal to the amount drawn from the reserve is
appropriated from the general fund to the Alaska municipal bond bank authority reserve fund (AS
44.85.270(a)).

lSubsectlon -§ Provides:: a state: moraleobhgatlon pledge should, the'need- -arise. ¥Fhe: mtenﬁ
of ‘this, Section. is to- increase. the- credit’ rating’ of ‘the Bond Bank anid 1oter the,cost: of
borrowmg moneyJ

Fundmg The-fiscal” mlpact of this Isectlon is: estimated* to.ibe zéro.*, The Bond Baiik
has been ennrely self sufﬁcwnt throughout it 35 year. hlstoryl

(t) The sum of $1,130,982,400 is appropriated from the general fund to the public
education fund (AS 14.17.300).

Subsection t appropriatés $1.13billion te the Public. Eduéation Fund (PEEF)!

Legtslauve Fzscal:Ana{yst Commem‘ Under the eoncept of Joiward ﬁmd:ng, the amouns

.....
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votes required to transfer funds from the CBRE failed. ‘The- supermajority vote fallura
Ect’oes Aot affect K-12 funding in Y10 (because the PEF contdined suﬁ" cient money to
tind the formula in FYI0), but it left the PEF without the $1.1 billion expected to be
required for K-12 education in FY1l. 4 réturn to forward funding would require ar
lappro,Wi;:artio'n of FY11. costs in addition to the FY12 costs that are included in th

lGo_ve;*nor ’s-,operating.bf'll. The Governor has indicated that he.intends o request the $1.1
billion for FY11 in a supplemental billl

* Sec. 22. RETAINED FEES AND BANKCARD SERVICE FEES. (a} The amount retained
to compensate the collector or trustee of fees, licenses, taxes, or other money belonging to the
state during the fiscal year ending June 30, 2011, is appropriated for that purpose to the agency
authorized by law to generate the revenue. In this subsection, "collector or trustee” includes
vendors retained by the state on a contingency fee basis.

Subsection a-allows.the state o, ‘compensate vendors that.collect feesson ‘behalf” of the the
'state “The: pr0v1310n orlgmally addressed Fish-and Game *ﬁshmg, huntmg and trappmg
11cense sales in which the vendor retamed a portlon of the. salé. Tt:also- apphes to scveral
programs in_the. Department "of Admlmstratlon, Depattment -Of Natural Resturtes. and
Trial Coirts]

F undmg These. fees. do- not appéar, in the’ bﬂl summary ofin: Leglslatwe ‘Einance
teportsron the: grounds that the state has’ nOJeffectwe control.over the nioney

(b} The amount retained to compensate the provider of bankecard or credit card services
to the state during the fiscal year ending June 30, 2011, is appropriated for that purpose to each
agency of the executive, legislative, and judicial branches that accepts payment by bankcard or
credit card for licenses, permits, goods, and services provided by that agency on behalf of the
state, from the funds and accounts in which the payments received by the state are deposited.

Subsectwn b allows credit cardssérvice providers-to:retain fegs-charged for using 4 credit
..ard]

Fundmg These fees do- not appear m\the blll summary or in Leglslatlve TFihance
reportson ‘the grounds’ that theistate has noseffective. com;rob GVET the monéy)

(¢) The amount retained to compensate the provider of bankcard or credit card services
to the state during the fiscal year ending June 30, 2011, is appropriated for that purpose to the
Department of Law for accepting payment of restitution in accordance with AS 12.55.051 by
bankcard or credit card, from the funds and accounts in which the restitution payments received
by the Department of Law are deposited.

ubsectlon callowscredit. card: service providers.to retain. fées tharged for:using-a'crédit
card for payment of restitution]

Fundlng These: feés do ‘not appear 1n the bill” summary or m‘Leglslatwe <Fihance
feporis-on ‘the.otounds that the'state’ has nb effective’ control Over the'r moneyi

* Sec, 23. RETIREMENT SYSTEM FUNDING. (a) The sum of $190,850,258 is appropriated
from the general fund to the Department of Administration for deposit in the defined benefit plan
account in the teachers' retirement system as an additional state contribution under AS 14.25.085
for the fiscal year ending June 30, 2011.

(b) The sum of $165,841,171 is appropriated from the general fund to the Department of
Administration for deposit in the defined benefit plan account in the public employees' retirement
system as an additional state contribution under AS 39.35.280 for the fiscal year ending June 30,
2011.
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Legtslanve Fiscal. Analyst Comment."Durmg recent years, Alaska's “retirément sysz‘emi
-r-—-fv—-'—' H S ® g

accmed 'q mult:—bzllzon combmarron of mvestment ‘losses
escalaang kealth .cave- chStS modtf ication of actuarza[ assumptzons= and capped contrzbutzon
lr;ares Begmmng m FY08, the state- began makmg dzrect contrzbutzons 10 retirement systems am
order to stabzlzze employer conmbutzon mtes whzle repaymg that unfunded habzhty FYHi
ract,‘uafrmfl mtes for both TRS and PERS are. 'lzftlé changed ﬁom F Y1 0 The approprzatzons in

(c) The sum of $84,175 is appropriated from the general fund to the Department of
Military and Veterans' Affairs for deposit in the defined benefit plan account in the Alaska
National Guard and Alaska Naval Militia retirement system for the purpose of funding the Alaska
National Guard and Alaska Naval Militia retirement system under AS 26.05.226 for the fiscal
year ending June 30, 2011.

Legtslatwe ¥ f zscal Analyst ‘Comment: A-$10. mzllzon “FY08 Supplemental approprmtzon‘to
Ihe retlrement fund was znfended 10, payoﬁ" Ike unfunded’ltabthty “of thé Systent; Accordm

0. the December 2000 ,valuatzon, " the Systein "has an itimated unfuna’ea’ lzabzhty of
l585.083!

(d) The sum of $788,937 is appropriated from the general fund to the Department of
Administration for deposit in the defined benefit plan account in the judicial retirement system for
the purpose of funding the judicial retirement system under AS 22.25.046 for the fiscal year
cnding June 30, 2011,

ves Fiséal Analyst, R?c%%mendanon' i
conSider n 'appr" priation; .$30:5. mzllzon 1o pay.off the er
ability. Givei d' :nmbutzon raté. 26%, plufi‘a pasrsre?f;zc ra i
‘_:rl _.mploye ,contrzbutzon \rate 0, 43/ ofa annual Jjudicial Salarzes‘ the
;legzslarure iy wishito’ review “the! structure “of- the retzremen ssystents

* Sec. 24. SALARY AND BENEFIT ADJUSTMENTS. (a) The operating budget
appropriations made in sec. 1 of this Act include amounts for salary and benefit adjustments for
public officials, officers, and employees of the executive branch, Alaska Court System
employees, emplovees of the legislature, and legislators and to implement the terms for the fiscal
year ending June 30, 2011, of the following ongoing collective bargaining agreements:

(1) Alaska Vocational Technical Center Teachers' Association - National Education
Association, representing the employees of the Alaska Vocational Technical Center;

(2) Public Safety Employees Association, representing the regularly commissioned
public safety officers unit;

(3) Inlandboatmen's Union of the Pacific, for the unlicensed marine unit;

{4) International Organization of Masters, Mates, and Pilots, for the masters, mates,
and pilots unit;
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(5) Marine Engineers' Beneficial Association.

{(b) The operating budget appropriations made to the University of Alaska in this Act
include amounts for salary and benefit adjustments for the fiscal year ending June 30, 2011, for
university employees who are not members of a collective bargaining unit and for implementing
the monetary terms of the collective bargaining agreements including the terms of the agreement
providing for the health benefit plan for university employees represented by the following
entities:

(1) Alaska Higher Education Crafis and Trades Employees;
(2) University of Alaska Federation of Teachers;

(3) United Academics;

(4) United Academics-Adjuncts.

(c) If a collective bargaining agreement listed in (b) of this section is not ratified by the
membership of the respective collecting bargaining unit, the appropriations made by this Act that
are applicable to that collective bargaining unit's agreement are reduced proportionately by the
amount for that collective bargaining agreement, and the corresponding funding source amounts
are reduced accordingly.

Sectmn 24 appropnates!no money,ut spemﬁes that varioiis.contractial salary adjustments
bre-funded-vith; 1MONEY. appropnated in Sectof, 11

* Sec. 25. SHARED TAXES AND FEES. (a) The amount necessary to refund te local
governments their share of taxes and fees collected in the listed fiscal years under the following
programs is appropriated to the Department of Revenue from the general fund for payment to
local governments in fiscal year 2011:

A FISCAL YEAR
REVENUE SOURCE COLLECTED
Fisheries business tax (AS 43.75) - 2010
Fishery resource landing tax (AS 43.77) 2010
Aviation fuel tax (AS 43.40.010) 2011
Electric and telephone cooperative tax (AS 10.25.570) 2011
Liquor license fee (AS 04.11) 2011

Eubsectlon a’ efisures that the Department of Revémie.has.the: -authorization to disburse
xeg'and feés colletted for local governments to'those cntmes‘

fiegzslattve Fiscal: Analyst Comment:- The section does. not reference | compensatmg
mumczpalztzes for lost. aviation fuel tax receipts durzng a. state—wzde suspensioniof thq
motor- fuel tax.: The Goverrior recently submitted legislation to sitspénd the nictor. fuel

tax|

Legtslattve Fiscal- Analyst Recommendation:  If the” moz‘or fuel tax> z§
Suspended ‘the legzslature may WlSh to consider- msertmg a reference 10
shared avzatzon fuel tax:receipts in order to compensate mumczpahtzes for
.lO,St,_tax rev_enge.
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lFlmdmg These “pass, through’ taxes. areiexcluded from:Liégislative Einance reports
onsthe operating bill!

NEW SUBSECTION:

(b) The amount necessary to pay the first five ports of call their share of the tax collected
under AS 43.52.220 in calendar year 2010 according to AS 43.52.230(b) is appropriated from the
commercial vessel passenger tax account {AS 43.52.230(a)) to the Department of Revenue for
payment to the port of call during the fiscal year ending June 30, 2011.

Subsection b appropnates -$5. of tHes$50 Commercial Passénger Vessel: “Head™ Tax: 1o
th first-five ports'of calil :

Funding:. Revefiue to the’ ports totaled $9:9 miillien for EY(09: Expected revenue f01
Y10 and FY'T I-is, $9 and $8:5 rmlhon respectwely These “pass through (agés are
excluded from.Legislative Fihance: reports dn the Operating billl

{c) 1t is the intent of the legislature that the payments to local governments set out in {a)
and (b) of this section may be assigned by a local government to another state agency.

§ubsectlonsc 15 intéfided toallow a: mumclpa.hty to- assrgn a payment,,under subsecuon (a)
to & state=agency For example : the Crty of Homer rmght recerve Flshenes‘Busmess tax
payments under “subse 1 * Adh
[for 'PERS. Hom el as .
statetd’ xthe cﬂy and., back to.thie: sta’tej

# Sec. 26. STATE DEBT AND OTHER OBLIGATIONS. (a}) The amount required to pay
interest on any revenue anticipation notes issued by the commissioner of revenue under AS 43.08
during the fiscal year ending June 30, 2011, is appropriated from the general fund to the
Department of Revenue for payment of the interest on those notes. .

)

Subsectu:npE :fppropnates general fund§ 10 pay interest ofi Anysrevenue anticipaion-notes
that mayibetissued. durifig thetyearr

Legislative Fiscal Analyst Comment:xNo. noles-are expectedito bésissued]

{(b) The amount required to be paid by the state for principal and interest on all issued
and outstanding state-guaranteed bonds is appropriated from the general fund to the Alaska
Housing Finance Corporation for payment of principal and interest on those bonds for the fiscal
year ending June 30, 2011.

bonds (veterans mortgage bonds) 1f the revenue stream from: -the mortgage loans-dg
msufﬁcrent to make those payments The. only purpose of the state. general obhgatlod
pledge is' togain tax- exempt"status fgr the bond§ Because the - bonds ‘are general
obhgatlons of the state, they must be_authorized -by law, ratified by the’ votersaand
ihproved by.the State Bond Committes!

Fundmg " The' revenue Stream Trofn mortgage 16ans’is expected 0 be, sufﬁ01ent t(i
cover bond payments 50 the expected fiscal " impact’ of -ihis- subsectlon is werd
However -3 potential general fund obhganon e)ustsj

(c) The sum of $7,066,800 is appropriated to the state bond committec from the
investment earnings on the bond proceeds deposited in the capital project funds for the series
2003 A general obligation bonds for payment of debt service, accrued interest, and trustee fees on
outstanding State of Alaska general obligation bonds, series 2003A, for the fiscal year ending
June 30, 2011.
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(d) The sum of $42,300 is appropriated to the state bond committee from State of Alaska
general obligation bonds, series 2003A bond issue premium, interest earnings, and accrued
interest held in the debt service fund of the series 2003A bonds for payment of debt service,
accrued interest, and trustee fees on outstanding State of Alaska general obligation bonds, series
2003 A, for the fiscal year ending June 30, 201 1.

(e) The amount necessary for payment of debt service, accrued interest, and trustee fees
on outstanding State of Alaska general obligation bonds, series 2003A for the fiscal year ending
June 30, 2011, after the payments in (c) and (d) of this section, estimated to be $23,090,800, is
appropriated to the state bond committee from the general fund for that purpose.

Subsectmns c, d.ande appropnate $30. 2 mﬂhon to pay:debt service on. senes 2003A
general obhgatmn “bonds. - The bonds. ‘were _authorized by _the voters. in .2002° o
copstruction of schoolszand umver51ty facilities]

() The sum of $374,800 is appropriated to the state bond committee from the investment
eamnings on the bond proceeds deposited in the capital project fund for state guaranteed
transportation revenue anticipation bonds, series 2003B, for payment of debt service, accrued
interest, and trustee fees on outstanding state-guaranteed transportation revenue anticipation
bonds, series 2003B, for the fiscal year ending June 30, 2011.

(2) The amount necessary for payment of debt service, accrued interest, and trustee fees
on outstanding state-guaranteed transportation revenue anticipation bonds, series 2003B, for the
fiscal year ending June 30, 2011, after the payment in (f) of this section, estimated to be
$12,353,300, is appropriated to the state bond committee from federal receipts for that purpose.

Subsectmns rff'gl_nd g approprlate $12:7¢ IIlllhOIl’ tos pay “débt serv1ce .oh."series 20038
general obli; +.The bonds were Authorized: by'the: voters {02002 for Foads and
harbor. constructlon{

" Com ponenﬂ

{(h) The sum of $1,902,400 is appropriated to the state bond committee from the
investment earnings on the bond proceeds deposited in the capital project funds for the series
2009A general obligation bonds for payment of debt service, accrued interest, and trustee fees on
outstanding State of Alaska general obligation bonds, series 2009A, for the fiscal year ending
June 30, 2011.

(i) The sum of $2,278,900 is appropriated to the state bond committee from State of
Alaska general obligation bonds, series 2009A bond issue premium, interest eamnings, and
accrued interest held in the debt service fund of the series 2009A bonds for payment of debt
service, accrued interest, and trustee fees on outstanding State of Alaska general obligation bonds,
series 2009A, for the fiscal year ending June 30, 2011,

(j) The amount necessary for payment of debt service, accrued interest, and trustee fees
on outstanding State of Alaska general obligation bonds, series 2009A for the fiscal year ending
June 30, 2011, after the payments made in (h) and (i) of this section, estimated to be $6,650,800,
is appropriated to the state bond committee from the general fund for that purpose.

Subsections-h, i and appropnate $10.8 million. o "pay debt service ‘on, series“2009A!
general obligation ‘bonds: Tl bonds were atthorized by :thé voiers.in:2008 for road
Eongtructionl
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(k) The sum of $1,039,000 is appropriated to the state bond committee from the Alaska
debt retirement fund (AS 37.15.011(a)) for payment of debt service, accrued interest, and trustee
fees on outstanding State of Alaska general obligation bonds, series 2010A, for the fiscal year
ending June 30, 2011.

() The sum of $34,000 is appropriated to the state bond committee from investment loss
trust fund (AS 37.14.300(a)) for payment of debt service, accrued interest, and trustee fees on
outstanding State of Alaska general obligation bonds, series 2010A, for the fiscal year ending
June 30, 2011.

(m) The amount necessary for payment of debt service, accrued interest, and trustee fees
on outstanding State of Alaska general obligation bonds, series 2010A for the fiscal year ending
June 30, 2011, after the payments made in (k) and (1) of this section, estimated to be $3,927,000,
is appropriated to the state bond committee from the general fund for that purpose.

Subsecthns k.1 and.in appropnate $5 0- rmlhon to* pay debt serwce on series 2010A
igeneral_obhgatmn‘bo:)nds « The: bondstivers. zauthorlzed By the voters in a2008 for,»road
tonstruction]

(n) The sum of $50,047,900 is appropriated to the state bond committee for payment of
debt service and trustee fees on outstanding international airports revenue bonds for the fiscal
year ending June 30, 2011, from the following sources in the amounts stated:

SOURCE AMOUNT
International Airports Revenue Fund (AS 37.15.430(a)) $46,847,900
Passenger facility charge 3,200,000

Subsectlon*n apprognatgs fundmg for, payment: of:debtfservice | andgfees OiLoutsandme
ititethationalz Aitport Teveiue: “bonds]

(0} The sum of $2,710,000 is appropriated from interest earnings of the Alaska clean
water fund (AS 46.03.032(a)) to the Alaska clean water fund revenue bond redemption fund (AS
37.15.565(a)) for payment of principal and interest, redemption premium, and trustee fees, if any,
on bonds issued by the state bond committee under AS 37.15.560 during the fiscal year ending
June 30, 2011.

(p) The sum of $2,973,200 is appropriated from interest eamings of the Alaska drinking
water fund (AS 46.03.036(a)) to the Alaska drinking water fund revenue bond redemption fund
(AS 37.15.565(a)) for payment of principal and interest, redemption premium, and trustee fees, if
any, on bonds issued by the state bond committee under AS 37.15.560 during the fiscal year
ending June 30, 2011.

_,c sectlons
21(]) and (k)) The federal rece1pts reqmre a state match Federai rulcs perrmt mterese
earnmgs ‘of the loan funds fo be.used 10 pay debt-séfvice as “wiell a8 makmg lpans. Thxs
section.takes advantagc of-thé ability to use the funds to pay debt service: Issumg short-
’t:.'enn bongds; (secured by the assets of the loan fund) ‘allows the "restncted" ¢arnings.of the
ifunds }:’o ‘be-used to pay-offithe Bonds:- Essentially, the eartiings. of.the-funds are used. aé
match/

(@) The amount necessary for payment of lease payments and trustee fees relating to
certificates of participation issued for real property for the fiscal year ending June 30, 2011,
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estimated to be $12,326,200, is appropriated to the state bond committee from the general fund
for that purpose.

Subsection g appropriatés money to"make payments.on;

%’ the Virology Lab - $2:2 million;

® the Aldska Psychiatric Institute -~ $1.6 million;

¢ . the Seafodd/Food Safety Lab- $1-3 million!

.. The Series 2005 Refunding - $2.8 million

» . the new Public Safety Crime Lab - $1.6 million; and

e . the new UAT Life Sciences Classroont.and Lab Facility= $2.7 million
LLﬂegtslatwe Fiscal Analyst Comments-The ¢ crime labiand UAF Life Sciences- building ¢ are
proposed in' the Governor,s. capttal budget Separaté. legislation: :is: requzred fox

authortzatzon of the' COPs and should be expected f

Legtslattve . Fiséal - Analyst Recommendatmn“ Thzs section: should s be

Iou*nende.:l if COPs for-the..(rime lab and Jife, sczences buzldzng are it é
Eczpproved{

(r) The sum of $3,467,100 is appropriated from the general fund to the Department of
Administration for the fiscal year ending June 30, 2011, for payment of obligations to the Alaska
Housing Finance Corporation for the Robert B. Atwood Building in Anchorage.

e approprlates’\$‘355 mmiillion: forobligations® associated: with- tHe - -Atwo0d
E" AHFC purchased ithe Robert? 1B, -Atwdod Buﬂdmg for’ apprommatelyé,$36
sk {and then’*lssued revenue bondsfsecured by the bmldmg itselfiand dease
payments fromtherstate Thé stafe:will ownithe building at the end ‘of 1 the lease

,‘:r‘

(s) The sum of $22,924 500 is appropriated from the general fund to the Department of
Administration for the fiscal year ending June 30, 2011, for payment of obligations and fees for
the following facilitics:

FACILITY , ALLOCATION
(1) Anchorage Jail $5,108,000
(2) Goose Creek Correctional Center 17,816,500

lSubsectlon § appropriates’ funds t6° pay 1ease’ costs: for: the Anchorage Jail and} ‘the Goose
Creek: Correctlonal Center Anchorage=1ssued mumc1pal bonds to pay . for the; constructm
lof the Anchorage Jall wluch the state'leases, The Mat:Su Borough issued bonds for,«the
Gouse Creek' Correciional Centcrf

ILegislative” Fiscal -Analyst Comment:- In common_languagé, the contracts “with-thé
iﬂlumczpalzty of Anchorage and. the Mat=Su Borough are leases, but terms of the contract.é
pre “Stich. that Governmental Accountmg Standards Board's (GASB). rule #34 classzf es!
tkem as capttal leases This ‘means that a deﬁzult on ledse payments could affeci th

Istates «crédit ratmg Because of the potential. zmpact -on credit rating, the-obligations-ar

categorized ds-debt)

Chapter 160, SLA 2004 (SB. 63) authorized Iease—purchase .agreements for. the Sprmg
Creek- Correcﬂonal Cenrer (SCCC) .expansion, the Yukon‘Kuskoszm Correctzonm
Center (YKCC) expansion, and the Goose Creek Corveétional Center construction.: Thé
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25t year lease ofthe Goose Creek-C' rrectional.Centeris;capped-instatuté at 811,600 per
‘ rvices, zmzted 10 $178 million "Because the. Department ojfr

Correctzons"r' 'oﬁs i CCC Gnd. the YKCC projécis dre on hold appropriations Tor
those fac:lltzes dreiot requzred {

(t) The sum of $3,303,500 is appropriated from the general fund to the Department of
Administration for payment of obligations to the Alaska Housing Finance Corporation for the
Linny Pacillo Parking Garage in Anchorage, for the fiscal year ending June 30, 2011.

rSj;,bs’_e"'c 1 appropnates $3:3. mllhon for-obligations -associated-with thé Linny Pacillo
par’ .garag 'Theu obhgatmn i5°a lédse: purchase similar to the obhgatlon for the‘Robe
B. Atwood‘Buﬂdng

(1) The sum of $106,258,500 is appropriated to the Department of Education and Early
Development for state aid for costs of school construction under AS 14.11.100 from the following
sources:

General fund $85,058,500
School Fund (AS 43.50. 140) 21,200,000

o, :
K mottit Oﬁthls appropnatlon isthe- pI'OJ ected need for full relmbursement

{(v) The sum of $5,707,302 is appropriated from the general fund to the following
agencies for the fiscal year ending June 30, 2011, for payment of debt service on outstanding debt
authorized by AS 14.40.257, AS 29.60.700, and AS 42.45.065, respectively, for the following
projects:

APPROPRIATION
AGENCY AND PROJECT AMOUNT
(1) University of Alaska $1,409,822
Anchorage Community and Technical
College Center
Juneau Readiness Center/UAS Joint Facility
(2) Department of Transportation and Public Facilities
(A) Nome (port facility addition and renovation) 127,000
(B) Matanuska-Susitna Borough (deep water port 752,450
and road upgrade)
(C) Aleutians East Borough/False Pass 101,840
(small boat harbor)
(D) Lake and Peninsula Borough/Chignik 119,844
(dock project)
(E) City of Fairbanks (fire headquarters 869,765
station replacement)
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(F) City of Valdez (harbor renovations) 222,868

(G) Aleutians East Borough/Akutan 465,868
(small boat harbor)

(H) Fairbanks North Star Borough 342,990
(Eielson AFB Schools, major maintenance
and upgrades)

(3) Alaska Energy Authority
(A) Kodiak Electric Association {(Nyman 043,676

combined cycle cogeneration plant)
(B} Copper Valley Electric Association 351,179

(cogeneration projects)

Subsection:v- appropnates $5 i rmlhon*to various state, agencies for: “reifbiirSement to
mumclpahtles and’ pubhc ent1t1es for debt semce on. projécts authonzed i Ch. 115 *‘SLA1
2002 (HB 528). .Thls level 6f, relmbursement f s ahout $200, OOO h1gher than that-enacted
for FYIO The Tevel of relmbursement is. sub;ect £0 approprlatmn

(w) The sum of $7,500,000 is appropriated from the Alaska fish and game revenue bond
redemption fund (AS 37.15.770) to the state bond committee for payment of debt service, accrued
interest, and trustee fees on outstanding sport fish hatchery revenue bonds. It is the intent of the
legislature that the sum of $2,200,000 of the appropriation made by this subsection be used for
early redemption of the bonds.

t«of e‘bf scrv1ce on bonds 1ssued fog sport
T : ,%' xceeds ‘the ‘debt - service due? ‘on the ﬂbonds1
lélllowmg the bonds 0" be; pald;off ahead ‘of schedule!

NEW:-SECTION;

* Sec. 27. GOVERNOR'S PERFORMANCE SCHOLARSHIP FUND; CONTINGENCY.
(a) The sum of $400,000,000 is appropriated from the general fund to the governor's performance
scholarship fund for the fiscal year ending June 30, 2011.

(b) The appropriation made by (a) of this scction is contingent on passage by the
Twenty-Sixth Alaska State Legislature and enactment inte law of a bill establishing the
Governor's performance scholarship fund.

!Sectlon 27 . appropnates $400- rmlhon of ~general *funds for-the Governor’ sgPerformance
§cholarsh1p prograni: Prehmmary mformatlon released md.lcates .that this fundmg willbd
investéd and thé Fund’s intérést and sarnings: will pay for the scho]arshlps

Legtslatzve ‘Eiscal -Analyst: "Reconimendation: Becguse. this- funiding is
llgizrec.tly lmked to legtslatlon the Governor. mtends to’;propose,. thzs fundmg
Should be requested in a,f‘ scal notel

* Sec. 28. BUDGET RESERVE FUND. If the unrestricted state revenue available for
appropriation in fiscal year 2011 is insufficient to cover general fund appropriations made for
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fiscal year 2011, the amount necessary to balance revenue and general fund appropriations is
appropriated to the general fund from the budget reserve fund (AS 37.05.540(a)).

Section ! 28 allows’ the state fo. cover any shortfall inunrestricted révenues with transferg;t
ﬁrom the Statutory Budget *Reserve Fund (SlR) to, the general fund Int- T"YOS sthe
1eg1slature appropnated $1 b1111' ¥ of ‘g_eneral funds to the SBR (Sec 21(c) Ch 11 SLA

heposﬁed in the SBR w111 remam avallableem FYl : Unl1ke the Constitutmnal Budg _j

Reserve Fund ( CBRF) the SBR ¢an be accessed w1th 2 simple maj ority vote!

* Sec. 29. CONSTITUTIONAL BUDGET RESERVE FUND. (a) Deposits in the budget
reserve fund (art. IX, sec. 17, Constitution of the State of Alaska) for fiscal year 2010 that
are made from subfunds and accounts other than the operating generai fund (state
accounting system fund number 11100) by operation of art. IX, sec. 17(d), Constitution
of the State of Alaska, to repay appropriations from the budget reserve fund are
appropriated from the budget reserve fund to the subfunds and accounts from which those
funds were transferred.

bactounts, 1are retumed»to“the aceounts (on July l) From- which the}f

%:vere Swépt, (oniune«SO)f

(b) Unrestricted interest earned on investment of the general fund balances for the fiscal
year ending June 30, 2011, is appropriated to the budget reserve fund (art. IX, sec. 17,
Constitution of the State of Alaska). The appropriation made by this subsection is intended to
compensate the budget reserve fund (art. IX, sec. 17, Constitution of the State of Alaska) for any
lost earnings caused by use of the fund's balance to permit expenditure of operating and capital
appropriations in the fiscal year ending June 30, 2011, in anticipation of receiving unrestricted
general fund revenue. The amount appropriated by this subsection may not exceed an amount
equal to the earnings lost by the budget reserve fund as the result of the use of money from the
budget reserve fund (art. IX, sec. 17, Constitution of the State of Alaska) to permit expenditure of
operating and capital appropriations in the fiscal vear ending June 30, 2011, in anticipation of
receiving unrestricted general fund revenue.

ubsectmn b appropriates. general fund* earmngs -to the, CBRF ag compensatlon f01

earmngs lost by, dhe " CBRES as "a: result"of . draws “to mect -ihe: Treasury's cash flow
qulrementsr

(¢) The sum of $2,060,000 is appropriated from the budget reserve fund (art. IX, sec. 17,

Constitution of the State of Alaska) to the Department of Revenue, treasury division, for

operating costs related to management of the budget reserve fund for the fiscal year ending June
30, 2011.
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§ubsect10n ¢ -‘appropriates $2.1 “million -from‘the CBRF to thé Depariment. of Revenue!
Treasury Division, for investment management fees for FY11

[to the CBRF will be eliminated during F¥10. Approprzatmg management Jees from th

CBR_F requires -a supermajority vote and creates a general fund liability to the CBRF)
(I'hat iability, in turh, would, activate an FYI] year-énid sweep of general funds into, the'
CBRF which would reqiiire a supermajority vote to reverse in FYI 2,[

Leg:slatwe Fiscal Analyst Comment: There is a possibility.that the general fund l:abtlzt_:%

Legtslattve Flscal Analyst ‘Recommendation: Appropriate-general funds 1o
pay;management feeS*atmburable {0 i the CBRF]

(d) The appropriations made by (a) and (c) of this section are made under art. IX, sec.
17(c), Constitution of the State of Alaska.

ﬁubsectlon d-stipulates that appropnatmns ade Fom the' CBRF: nmus‘t"-be-apt}rove”d;‘ljy at
Teast.thrée-quaiters of the! members of ¢ach house’ of the leg151ature

Legtslatwe Fiscal Analyst Coinment: If general Yfunds are appropridted:for managemient
Ve ]
Yees, the Feféréncé to subsebtion () awill not-be relevans]

* Sec. 30. LAPSE EXTENSION OF APPROPRIATIONS. (a) The appropriation made in sec.
19(a) of ch. 30, SLA 2007, lapses June 30, 2011.

Subsectmn a extends the lapse"date ,for san FYO7 supplemental __appropnanon fromeune
. : o 1

30 ‘2010 to Jutie .3 { Public: Saf )

ppropna‘uon for. $5 mllhon n federal recelpts for domestlc v101ence and: sexual as filt

Preventlon programs’in the' areas’o ro_ecimon’ law enforcement sjudJCIaI’SG:erCGS and
pﬂctm} services: ilhe, fundlng, ca; :

; {rs]
Bepartment of Justlee “Violetice Agamst Women Act (V AWA)

Ig&egtslatzve Ftscal ««Analyst Recommendatwn. J?ze Department zs also

extenszon is. the better optzon ‘zt‘ ensures” jthaz‘ the entzre amount of*remammg
fundmg will be availablein FY1] and de

oes not duplicaté authorzzatzonl

(b) The appropriations made in secs. 1 and 14 of ch. 17, SLA 2009, lapse June 30, 2011.

Most: appropnanons associated ‘with, the Ametican. Recovery. and Reinvestrnent Act of
2009 (ARRA) wete appropnated m"Chapter 17y SLA 2009 T'J‘ns'sectlon extends, the lapse
date from June 30 2010 to Jane 30} 2011 for. operatmg appropmatlons m sectlon 1 and for
$20 7 million appropnated for. distfibution ‘to communities ehglble to receive revenue
shanng funds (section 1))

Legzslatwe Fiscal -Analyst-Comment: Section I .of ‘the” Govérnor’s F'Y11. operatmg
budget request i includes $81.6°million of ARRA funding that is e.xpected to be unexpeiided
bt the end of FY10|

Legislative Flscal Analyst . Recommendatton. The section’ I mcrements ﬁ)r
MRRA funding : in FYll are unnecessary if the lapse date is’extended,’ 50 the
increment requests should be removed from' Department budgets. The. lapse
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{ire g}_mount of remammg
_ltS in ‘more accurate accounrmg

* See. 31. NONLAPSE OF APPROPRIATIONS. The appropriétions made by secs. 6, 21, and
23 of this Act are for the capitalization of funds and do not lapse.

* Sec. 32. RETROACTIVITY. Those portions of the appropriations made in sec. 1 of this Act
that appropriate either the unexpended and unobligated balance of specific fiscal year 2010
program receipts or the unexpended and unobligated balance on June 30, 2010, of a specified
account are retroactive to June 30, 2010, solely for the purpose of carrying forward a prior fiscal

year balance.

Sectlon 32,
before they

=nsures, that.unexpénded receipts ;andbalances” carry, forward into ~FY-11{

* Sec. 33. Sections 30 and_32 of this Act take effect June 30, 2010.
* Sec. 34. Except as provided in sec. 33 of this Act, this Act takes effect July 1, 2010.
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Capital Budget

The Governor has proposed capital projects of $1.644 billion for FY11. The budget includes
$548.5 million in general funds, $256.5 million of other state funds and $839.3 million in federal
funds. Compared to the budget for FY10% it is $268.5 million greater in general funds, $169.7
million greater in other state funds, and down $299.2 million in federal funds for a $139 million
net increase. The pie chart below provides a categorical breakdown of the proposed capital
spending plan.”

Figure 1
Capital Project Categorization

{All Funding Sources in Millions) }
Equipment/

Materials, $60,
4%

New Construction
. * and Land
" Acquisition; $437,
- . : '26% "

Information
Systems/
Technology

$20, 2%

Remodel,
Reconstruction and
Upgrades, $478,

Construction

Construction projects—both new and remodel—comprise 54% of the Governor’s proposed
capital budget. New construction involves adding infrastructure to the state’s capital stock, and
includes both new roads and new square footage. Reconstruction involves modifying or changing
existing roads or space. '

The Surface Transportation Program and the Airport Improvement Program within DOT&PF
(along with associated state match) make up the majority ($478 million) of the construction
budget. Other significant construction programs include the Village Safe Water Program and the
Municipal Water Sewer Matching Grants Program in the Department of Environmental
Conservation. These programs account for $60.9 million of the Governor’s request. Large, stand-
alone state funded construction projects include:

e $108.6 million - UAF Life Sciences Classroom and Lab Facility;

¥ The FY10 Budget figures includes RPL’s through the 12/16/2009 meeting.
? Please see page 61 of this section for the project categorization methodology.
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$75.8 million — Public Safety Crime Lab Replacement;

$21.3 million — Service High School Renovation;

$10 million — Port of Anchorage Expansion;

$9.9 million - Fohnson Youth Center Renovation and Remodel;
$9.7 million — AHFC San Roberto Redevelopment;

$8 million — Roads to Resources: Foothills West (75 mile road Dalton Hwy to Umiat);
and

$6 million — Interior Alaska Veteran’s Cemetery Design and Construction.

Maintenance/Repairs

This category includes deferred, scheduled and preventative maintenance or repair projects for
agency facilities, state parks, harbors, highways, bridges, rural airports, aircraft and vessels. The
category accounts for 16% of the total capital budget.

In January of 2007, Legislative Finance compiled a list that showed a deferred maintenance back-
log of $954 million. Three years later, the back-log totals approximately $1.8 billion (an 89%
increase). The Governor has announced a plan to reduce the back-log by spending $100 million
each year for the next five years. The Governor’s bill contains a separate section for the $100
million in FY11. The current back-log, as reported by each agency'’, is as follows:

Deferred Maintenance by Agency (mons)
Administration 80.8
Corrections 103.0
Court System 14.9
Education & Early Development 15.0
Environmental Conservation 0.5
Fish and Game 2.3
Health & Social Services 19.5
Labor & Workforce Development 58.2
Military & Veterans Affairs 32.4
Natural Resources 67.6
Public Safety 2.7
Transportation & Public Facilities 4271

Airports 54.1

Harbors 19.1

Facilities 247

Highways 305.9

AMHS Vessels/Terminals 233

University of Alaska 967.3
Total $1,791.3

'° Deferred maintenance estimates are provided by individual agencies to the Office of Management and
Budget. Estimates are preliminary and may have a significant margin of error.

Page 56




lee4d

Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

Planning/Research

Another 18% of the budget falls into the planning and research category. In addition to projects,
the Governor proposed a $150 million deposit to the Alaska Gasline Inducement Act (AGIA)
Reimbursement Fund. Under AGIA, the state will provide matching contributions in the form of
reimbursements to the licensee (TransCanada) in an amount not to exceed $500 million of the
qualified expenditures incurred in development of a natural gas pipeline. This particular funding
will reimburse TransCanada for planning expenses through FY11.

Other significant planning appropriations include the federal highway and airport pre-
construction appropriations. At $50 million and $18 million, respectively, these highway and
airport projects fund the preliminary design, engineering, environmental analysis, right-of-way
and utility work for the federal Airport Improvement Program and Surface Transportation
Program.

Information Systems/Technology

Information technology projects make up 2% of the budget. Spread throughout state agencies,
projects include network upgrades/replacements, security projects, document imaging projects,
database development and various communication projects. Also included are several Intelligent
Transportation Systems (ITS) projects within DOT&PF. These projects utilize special funding
from the Federal Highway Administration for improving transportation safety and efficiency.
Examples include variable speed limit signs, traffic monitoring and incident detection systems,
and weather and pavement sensors.

Two large projects—the DOR Tax Management System and the DOA Payroll and Accounting
System Replacement—are conspicuously absent. Last session $23.4 million and $76.5 million,
respectively, was requested for these two projects. See individual agency analysis for further
information.

Equipment/Materials

This category, totaling 4% of the request ($60 million), contains recurring projects for State
Equipment Fleet replacement ($15 million), materials stockpiling (Dalton Highway - $5 million),
various rural and intemational airport snow removal and safety equipment {(§15 million), and
other agency equipment and materials.

Other

The “other” category, at 6% of the budget, is comprised of projects that do not fit well in any of
the other project categories. The category includes projects that provide economic assistance,
training, safety grants/programs, and similar miscellaneous items. This category has often
contained appropriations that may be more appropriately placed in an agency operating budget.
The legislature has taken steps during the last few years to place operating items in the operating
budgets. This budget appears much improved in this regard.

Notable projects in the Other category include:
o  $9.5 million - State Homeland Security Grants;
#  $10 million - AHFC Homeless Assistance Program; and
¢ $12.2 million —- DOT&PF Statewide Safety Program.
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Funding
Unrestricted General Funds (UGF) - $497.1 million

Unrestricted General Funds are up $255.3 miilion over the FY10 capital budget. Primary drivers
of the increase are $150 million to the AGIA Reimbursement Fund and $100 million for state-
wide deferred maintenance.

The Governor proposes withdrawing money from the Alaska Housing Capital Corporation
savings account. The legislature placed $300 million of general funds in this sub-corporation of
AHFC in FY07 with the intent that the money be used for future capital projects. The Governor
utilizes $160 of the $356 million available."

General Fund Match totals $62.2 million, up $21.5 million from the FY'10 budget.. For FY 10, the
legislature reduced the two large match appropriations in DOT&PF (Federal Aid Highway and
Aviation Match) by over 20% (a total of $15.4 million). The impact of this reduction is not yet
known, but the intent was to reduce excess authority in a pot of money over which the agency has
considerable discretion.

The Governor’s budget includes the top eight projects from the school Major Maintenance
Priority List for a total of $24.8 million. The Service High School Renovation project ($21.3
million) consumes the majority of this funding. The full list contains 123 projects for a total state
cost of $274.7 million. The legislature typically adds to the Governor’s request for school
funding.

The Governor’s budget does not address the 35 projects (with a total state cost of $411.6 million)
on the School Construction Priority List. These are large projects—the state share of the top five
projects is $200 million.

Atypical of a Governor’s request, this budget includes some Grants to Municipalities and Grants
to Named Recipients. These items are usually added by the legislature. The largest of these
grants include:

e $10 million: Port of Anchorage Expansion;

s $4 million: Newtok Traditional Council - Evacuation Shelter and Access Road;

¢ 33 million: Covenant House Alaska — Facility Construction; and

¢ 31.5 million: Alaska Community Foundation — Jesse Lee Home Restoration.
Designated General Funds (DGF) - $51.4 million

Appropriations of Designated General Funds are $13.3 million greater in FY11; primarily the
result of Umversity Receipts, which were not in the FY10 capital budget. The Governor’s
general fund budget may be understated by $25 million. The Governor proposes transferring $25
million from the general fund into the Renewable Energy Grant Fund for renewable energy
grants, but does not appropriate money from the fund for grants. The Governor’s intentions for
renewable energy projects are unclear.

Other State Funds - 3256.5 million

"' The Governor proposes spending an additional $17 million from the fund for operating purposes.
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Proposed appropriations of Other State Funds are $169.7 million greater for FY11. This is almost
entirely driven by the use of Certificates of Participation (COPs) for the UAF Life Sciences
Classroony/Lab Facility ($88 million) and the new Public Safety Crime Lab ($76 million).

As a form of debt, COPs have caused controversy in the past.
required before they can be issued to fund capital projects.

Federal Funds

Federal receipt authority is down $299.2 million. Much of this can be attributed to the economic
stimulus funding included in the FY10 budget, but absent in the FY11 budget. Stimulus RPL’s
have been prevalent in FY10. The current breakdown of capital project stimulus by agency is as
follows:

Legislative approval is now

Capltal Budget Total Stlmulus by Agency (thousands)

R . iNon-BO
T et 4 1 JAgency. : 897 1.7 s
Commerce, Communlty & Econ Dev - 4,642.5 - - 4,642
Environmental Conservatiop - 70,637.0 - - 70,637.0
Office of the Govermnof - 1,000.0 - - 1,000.0
Health & Social Servicep 23,947.9 - - - 23,947 .9
Labor & Workforce Development - 3,000.0 - - 3,000.0 '
Natural Resourced - 1,500.0 4,030.0 9,211.0 10,741.0
Revenug - = 96,264.9 - 658.01  96,922.9
Transportation & Public Facilities 264,026.2 - - - 264,026.2
University of Alaska - 117,000.d 32,9299 25896.0 175,825.9
Total l_ 287,973.7] 294,044.4)] 36,959.9] 31,765.0] 650,743.0

Note - Although there were significant RPLs for DOT&PF capital projects, the net result is zero additions of stimulus
funding. Additional projects have been added due to a favorable blddmg environment and some project delays, but no

additional funding has been received.

Other reductions in Federal Receipt Authority appear in the DOT&PF Airport Improvement
Program and the DEC Village Safe Water Program.

The Airport Improvement program is down $80.6 million. Revenue to the state is not expected to
decline, but excess legislative authority in prior years has reduced the need for authorization in
FY1l.

The Village Safe Water Program has been reduced $13.6 million (26%) to $38.5 million (for a
program total of $48.5 million, with associated state match). Rural water and sewer funding is
continuing to decline while the state-wide sanitation need continues to grow. A recent DEC
publication estimates the current need at over $700 million, with FY11 funding from the USDA,
state and other sources totaling approximately $78 million.

Other Issues
Ding! Ding! Round 212

The possibility of a second round of federal economic stimulus has DOT&PF in ngorous
preparation mode. A stimulus bill passed the House of Representatives and is expected before the
Senate the week of January 18.
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As currently constructed, funding to Alaska will be on a similar level to last year—in the range of
$250 million. The project eligibility criteria are identical: “shovel ready” including all federal
planning requirements. However, the timing deadlines are more expedited. The previous
authorization required that 50% of the funding be obligated within 90 days. The new
authorization requires 50% of funding be placed under contract within 90 days. The remaining
50% must be under contract within one year.

Congressional intent is to get money on the street quickly. Projects are not getting underway—
and jobs are not being created—as fast as they would have liked. Congress is hoping that added
pressure to get the projects under contract, or lose the funding to other states, will improve
results.

Identifying eligible projects was a significant problem in the first round of stimulus funding.
DOT&PF and the legislature had to work hard to fully utilize funding, especially because a very
favorable bidding environment effectively made money available late in the process and because
of federal restrictions regarding population and economic conditions.

In preparation for round 2, DOT&PF is working on a STIP amendment listing state highway
projects that could meet the “50% within 90 days™ deadline. These projects are being fast-tracked
through all federal requirements in the hope of using as much funding as possible. Additionally,
DOT&PF has mailed a letter to all communities and tribal governments requesting lists of
potential 2™ round projects. The idea is to first tackle projects over which the state has the most
control, and then work toward community additions in another STIP amendment that addresses

* the “remaining 50% in one year” deadline.

The new STIP amendment is posted and open for public comment through February 1%.

Legislative authority for these projects is a DOT&PF concern. Utilizing the FY10 Legislative
Budget and Audit (RPL) process does not appear to be an option—the language of the capital
appropriation bill specifically identified the 2009 American Recovery and Reinvestment Act as a
fund source. The new stimulus money will be from a different congressional act, potentially
eliminating that avenue as a fast-track method of project approval. The best available option may
be fast-tracking a stand-alone appropriation bill.

Federal Highway Trust Fund

In the summer of 2008, the Congressional Budget Office projected a Federal Highway Trust Fund
shortfall of $3.3 billion for Federal Fiscal Year 2009 (FFY09). This shortfall was addressed by
Congress, albeit temporarily, by an $8 billion infusion from the general treasury in September
2008. Current projections have the Trust Fund entering another critical stage before the end of
FFY(09, with $15 billion needed to ensure solvency through FFY10. These infusions fix
immediate shortfalls in funding, but do not address the structural problem with regard to the Trust
Fund. Congress will need to address the funding mechanism of the fund on a long-term basis in
the transportation authorization bill to follow SAFETEA-LU.

Alaska is considered a “donee” state in regard to the Highway Trust Fund. We receive far
beyond our share of revenue from the fund than we put into the fund. In the future, as the fund
revenue stream is restructured, the impacts to Alaska may be severe.

What else is Missing?

Significant FY 10 Governor priorities not included by the iegislature in the FY'10 budget and
missing from the FY11 request include:

s $76.5 million - DOA Payroll and Accounting System (previously mentioned);
¢ $26.3 million - Dalton Highway: MP 9-11;

Page 60




Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

e  $15.3 million - UAF Energy Technology Building; and
e  $6 million ($12 million initially) - AVTEC Heavy Equipment and Diesel Shop.

Project Categorization Methodology

The pie chart beginning of this section and the spreadsheets accompanying each agency narrative
categorize the capital budget by project groups. The groupings are a mutually exclusive set. This

o allows Legislative Finance to prepare a Project Group Summary report that reflects the entire
capital budget without duplication. As with any task of categorization, subjectivity exists.

The rules used to define the projects in each group are provided in the table below.

Project Group

Description

Planning and Research

Projects involving planning, design, engineering, research, or studies

Maintenance and Repairs

Projects involving the repair of deteriorated conditions, restoration to
previous condition, and preventative maintenance

Remodel, Reconstruction and

Projects modifying or rebuilding existing space; includes complete

Upgrades replacement and upgrades
New Construction and Land Projects involving the addition of new space; including extensions and
Acquisition expansions .

Information Systems and Technology

Projects related to information technology regardless of whether they
are in a planning phase or construction (programming) phase -
segregated due to their unigue nature

Other

Projects that do not fit elsewhere
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Distribution by House District

The pie charts below (Figures 2 & 3) detail the proportional breakdown of the Governor’s capital

request by house district on an “impact” basis."

Figure 2 contains all funding sources, while

Figure 3 is state funds only. As can be seen, the majority of projects are assigned to the

“Statewide” House District.

Projects falling under this assignment are generally broad

appropriations that span multiple regions of the state. The types of projects included are large
deferred maintenance projects, information technology projects, and federal grant programs. The
Capital Budget Summary table on page 63 breaks out the funding sources by fund group (General

funds (UGF & DGF), Other State, and Federal funds) for each house district.

Project detail

reports by House District (along with project back-up} can be found on the Legislative Finance

website.

House District Impact
(Adl Funding Sources)
Figwe 2

Ketchikan
1%

Southeast Ragion
% Sitka/Petersburg/
CardovafSE islands Wrangel

Juneau Areawida =%
1%

House District Impact
(3tate Funding Sources}
Figura 3

Kodiak

a.cT%

Kenai Areawide

0.58%

Mal-5u Areswide
0.71%

Richardson/ Glenn Hys
.68

Bristol Bay/Alautians

0.66% Baihel
0.84%

Bering Straits
0.30%

Intarior Vilages
0.35%

- Southeast Region
00%

Silka/Petersburg/
Wrangell
1%

12 | egislative Finance assigns two house districts to each project: 1) by the house districts impacted by a
project, and 2) by the geographic location of a project.
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.-+ Language Sections of tlie Governor’s FY2011 Capital Budget -’

* Sec. 7. FEDERAL AND OTHER PROGRAM RECEIPTS. (a) Federal receipts, designated
program receipts as defined in AS 37.05.146(b)(3), information services fund program receipts as
defined in AS 44.21.045(b), receipts of the University of Alaska as described in AS
37.05.146(b)(2), receipts of commercial fisheries test fishing operations under AS
37.05.146(c)(21), corporate receipts of the Alaska Housing Finance Corporation, corporate
receipts of the Alaska Acrospace Corporation, Exxon Valdez oil spill trust receipts as defined in
AS 37.05.146(b)(4), and receipts of the Alaska Fire Standards Council under AS 37.05.146(b)(5),
that exceed the amounts appropriated by this Act are appropriated conditioned on compliance
with the program review provisions of AS 37.07.080(h).

ﬁubsecuon a llstSvtypes of unant1c1pated additional receipts that are appropnated subjg ect
to review’ by. ithe Leg1slat1ve Budget and Audlt (LB&A) Comm.tttee This stargdard
language ;permtts TEquEsts - for add1t10nal capztal authonzatlon to’ be submltted to-th
LB&A comrmttee for. approval Sn:mlar language in the operatmg budget apphes only t
operatmg authorlzatlon The operatmg language excludes test fisheries: receipts - and

l:erporate féceipis of the Alaska Aerospace. Development Corporaiion!

(b) If federal or other program receipts as defined in AS 37.05.146 and in AS
44.21.045(b) exceed the estimates appropriated by this Act, the appropriations from state funds
for the affected program may be reduced by the excess if the reductions are consistent with
applicable federal statutes.

Suhsectlon b pem:uts ‘state: authonz T)-r?to ‘Be.teduced-if: unantlmpated money is® reeewed

for prOJects furided”by: stdtes fuiidg. iThere is no-formal " process“for tiacking: potentlal
reduotions{

(c) If federal or other program receipts as defined in AS 37.05.146 and in AS
44.21.045(b) fall short of the estimates appropriated by this Act, the affected appropriation is
reduced by the amount of the shortfall in receipts.

Subsectmnec automat1cally llmlts authonzatlon tof»{federal and other rece1pts ';‘-~_-the

* Sec. 8. FUND TRANSFERS. (a) The income earned during fiscal year 2011 on revenue from
the sources set out in AS 37.13.145(d) is appropriated to the Alaska capital income fund (AS
37.05.565).

.........

settlement (held w1th1n the Permanent Fund) o the Alaska Cap1tal Income Fund Th.ts
find 3 was established in FY05 and ig customarily appropnated for capital projects

Leg:slattve Fiscal Analyst Commetit: Capitalization of the find is preferable to direc
approprzatzons [from the Permanent Fund Earnings Reserve Account. Because the preczs%
amount -of earnings 'is unkiown, the amount available for appropriation. is unknown

IPuti,‘mg the : money .in- a non-lapsmg fund ensures ithat all. available earnings “ap

approprzated while reducing the danger of appropriating miore money than is available!

Fundlng ‘The Amerada-Hess settlement portion of the Permanent Fund is, ‘?‘fenced
off” from the rest-of the Permanent ‘Fund principal. “The earnings -on this $425
lmlhon portion have ‘historically been projected at $28 million, per year based on the
Iexpected rite of. retarn on Permanent Fund investmeiits. . Actual earnings' (in
mjllions) from FY05-09 are: .FYO05 - $27, FY06 - $37, FY07 - 842, FY08 - $33, and
FY09 - $0. Current “projections: for FY10 and EY11 are_$0- and $3 rmlhon!
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respectlvely ‘The Tow’ eammgs prO}ecnons efor FYlO and:EY.14 -are the résult ofthe
way the. Permanent Fund: accounts for mvestmen‘t lossés experienced in. FY09 These

1
ﬁgures will i increase if the leglslature dlsag:rees W1th the accounting: chaices made by
'the Permanent Fund For details; seea. ‘discussion 1 paper -on this-topic posted to.the
Législative Finarice website!

(b) The following amounts are appropriated to the election fund required by the federal
Help America Vote Act;

(1) interest earned on amounts in the election fund required by the federal Help
America Vote Act;

(2) the sum of $1,075,000 from federal receipts;
(3) the sum of $56,500 from the general fund.

Subsectlolﬂ b.capitalizés the, Election Fund with federal Help-America Viote Act (HA VA)
funds theeainings.of the: Blection' T Fund, “and general fundsfor-stdte mafch!

(¢) The sum of $25,000,000 is appropriated from the general fund to the renewable
energy grant fund (AS 42.45.045(a)).

lSubse(:tum ¢ transfers*general: funds to'the'rencwable:éiiergy, grant.fund-for erergy grant
_‘pprognatlons!
FFundm 710 date- $125.million has ‘been-appropriated to*and-from: the dund:for

projectss

(d} The sum of $150,000, 000 is appropriated from receipts of the Alaska Housing
Capital Corporation created under AS 18.56.086 to the Alaska Gasline Inducement Act

reimbursement fund (AS 43.90.400(a)) for the natural gas pipeline project construction
inducement under AS 43.90.1 10(a)(1)

enéee (TransCanada) of quahﬁed expendltures mcmred in
deVeIopment of & natural gas ‘pipeline: - No appropriation s’ required to disburie money;
Yom thie fundl

Legzslauve Kiseal Analyst Comment: The app¥opridtion may -be 820 million more than

5+ HeCesSary for FY]1. However gwen‘*tke uncertazmjf of pro;ect expendztures,,&a intle
gurplus in‘the fund; may'be prudent. On: the other hdnd, a shortﬁzll could be-filléd vith i
supplementa[ appropridtion]

'Fundlng $45 million has been- appropnated ‘to_the. fund With'no relmbursements
. pa1d to datel: Expécted relmbursements through FYl lvamount 0 approx;mately $17%

mllhon (as ~outlined i . the 10/31/2009 plpelme pI’O}eCt Ieport

http ffgov state.ak us/agia). Placmg $150 imillion‘in the fund Will provitle a balancd
- bf $195-million, before reunbursements[

(e) The sum of $7,000,000 is appropriated from the dividend paid to the state by the
Alaska Industrial Development and Export Authority under AS 44.88.088 for the fiscal year 2011
to the power project fund (AS 42.45.010).

Subsectlon e transfers $7-million to' the‘power project fund for radditional power project
loans Demand for loans: has- mcreased significantly-in- -association with $125 rmlhon of
Renewable Eaergy’ Grants_inade available by the state.- Many of the ‘crants *requn'e]
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matching funds that the grantees-do not bave on.hand. The ‘powér _project .find can
Ipro\ude an avenue to borrow funding for this purposei

Funding: As of 12/31/2009, the fund had an available loan balance of $4.1' nnlhoﬂ
Current loan applications total $9.5 million. *$7 million would prowde the fund mor.
than sufficient capital if all the loan applications were to bé process

* Sec. 9. INSURANCE CLAIMS. The amounts to be received in settiement of insurance claims
for losses and the amounts to be received as recovery for losses are appropriated from the general
fund to the

(1) state insurance catastrophe reserve account (AS 37.05.289(a)); or

(2) appropriate state agency to mitigate the loss.

?ecnon 9.allowsan agency to: recewe inisurance claimsettlement payments d1rect1y from
a #hifd .party xW1thout this prov131on settlements ‘would rémain-in; the generalafund andl
wotild not:be avmlable to Offsét an: agency’s loss: w1th0ut a specnﬁc appropnation

* Sec. 10. NATIONAL PETROLEUM RESERVE - ALASKA IMPACT GRANT
PROGRAM. The amount received by the National Petroleum Reserve - Alaska special revenue
fund (AS 37.05.530(a)) under 42 U.S8.C. 6506a(]) or former 42 U.S.C. 6508 by August 31, 2010,
estimated to be $14,882,800, is appropriated from that fund to the Department of Commerce,
Community, and Economic Development for capital project grants under the National Petroleum
Reserve - Alaska impact grant program.

Sectmn"lO appropnates "the entire amount: recewed‘(estunated at; $14 9" million; forF Y1 1]
Efrom the revenue shared by the federal government Afrom ‘sales, rentals bonuses anc1
royaltles on:- ieases 1ssued swithini-the NPRA 0. the . NPR A Impact Graiit Program
Grants' aré awarded to mummpahﬁes 1mpactcd by oil and- gas dcvclopment in the NPR-AI
[AS 37.05. S30(g) states thaf receipts ot appropnated as-grant§ afe it be dlstnbuted a
follows i ;.25% 1o Pg ringnent Fund. clpa.l 14% 1o the Pubhc School T'rust Fund ‘B

ny remammg amount. to ‘the- Powar Cost qu1zat1on and Ruifal Electric Capxtahzatmfl
fund!

Legzslanve Fiscal ; Analyst«Comment “Recent eapital bills contained -a list-of: gmnte
tind the, projects to be ﬁnded Provtdmg thzs information allows.it 1o be entered into. thA
budget system so.that it is.available for future quéries regarding eFants)

Legislafive ~ Fiscal- Analyst -Recommendation:". Grantees. and 4 . shori
description.of pr@]ects should appear ify the pill

Legzslattve FiscalAnalyst Recommendatwn. Remammg “balancés should

fwe approprzated to a fund other than the PRowei-Cost Equalzzanon and Rurd
lectric Capztallzatzon Fund, ‘which is.no longer used because the Powerl

Cost Equalzzatlon program is funded wzth an’ open-ended appropnatlon of

L

general funds.

* Sec. 11. DEPARTMENT OF REVENUE; CONTINGENCY. (a) The amount necessary for
issuance costs relating to certificates of participation issued for real property for the University of
Alaska, Fairbanks campus, Life Sciences Classroom and Laboratory facility, estimated to be
$900,000, is appropriated to the state bond committee from the proceeds of the issuance of a
certificate of participation for that purpose, for the fiscal year ending June 30, 2011.
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(b) The appropriation made by (a) of this section is contingent on passage by the
Twenty-Sixth Alaska State Legislature and enactment into law of a bill authorizing the issuance
of a certificate of participation for real property for the University of Alaska, Fairbanks campus,
Life Sciences Classroom and Laboratory facility.

Legtslatzve *Ftscal Analyst Recominendation:: The legislatureé. Ty T
move: thzs sectlon 10 ‘the opemtmg "budgef S

_ 50" itis" grouped: with. ofheiJ
approprzatzons assoczated with cernf‘ cates of. pan‘zc.t,l.':hfu‘lon1

* Sec. 12. LAPSE. (a) The appropriations made by secs. 8 and 9(1) of this Act are for the
capitalization of funds and do not lapse.

(b) The appropriations made by secs. 10 and 11 of this Act are for capital projects and
lapse under AS 37.25.020.

,Under AS”?:? _2_5»020 & cap1ta1 approprlatlon 1 T

ey

* In addltlon -ail

L3

rrthe hfe ‘of the prOJ ect

1gsmg'

j : 79
L.'51,‘4:1'1(2 accauntmg System for f' vetyears but are. admmzstrarzvelyaexrended If the fundmg zs
st neededf_

YT ]

i

STRYS

no acthty

{c) A grant awarded in sec. 1 of this Act to a named recipient under AS 37.05.316 is for
a capital project, unless specifically identified in this Act as an operating grant, and lapses under
AS 37.25.020 uniess otherwise stated or designated for a fiscal year.

Leg:s!atwe, f‘zscal Analyst Comment" NS Subsection’ Is mcluded" to- claryﬁ) that*all
1re 10 {953 on51dered=capztal pro;ects, and aré to, lapse hk
other cap:tal prryects -There as. be -confuszan in’the, . past when. some‘?grantsr were
booked as’ operating «grants witha ‘one-year lapse “This, language clarzﬁes legzslatw
mtenr

* Sec. 13. This Act takes effect July 1, 2010.
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Comprehensive Integrated Mental Health Program

The Alaska Mental Health Trust Authority (Authority) administers the Mental Health Trust

established in perpetuity. The Authority has a fiduciary responsibility to enhance and protect the

Trust and to provide leadership in advocacy, planning, implementation, and funding of a

comprehensive integrated mental health program (CIMHP) to improve the lives and
g circumstances of its beneficiaries. The Trust’s beneficiaries include:

s People with mental illness;
s People with developmental disabilities;
s People with chronic alcoholism; and

e People with Alzheimer’s disease and related dementia.

The Trust

The Mental Health Lands Trust Settlement reconstituted the Trust established by the Alaska
Mental Health Enabling Act of 1956 with trust land totaling approximately 930,000 acres. The
settlement required the state to: ‘

e provide a cash payment of $200 million into a newly created mental health trust fund;
e establish a Trust Authority;
s return the principal of the trust fund to the Authority; and

¢ perpetually use the income of the trust to pay for trust administration costs and ensure
improvements and continuation of the integrated, comprehensive mental health
program.

Chapter 6, SLA 1994 appropriated $200 million to the mental health trust fund from the
following sources: :

Mental health trust income account $33,000.0
DNR mental health trust income in the general fund $11,700.0
Proceeds from sale of DNR land sale contract portfolio $25,000.0
Budget reserve fund $130,300.0

This appropriation was finalized after the superior court of the State of Alaska made its final
determination that the state had satisfied its obligation to reconstitute the Mental Health Trust.

Management of the Trust: The Permanent Fund Corporation and the Alaska Department of
i Revenue Treasury Division manages the trust principal, the Mental Health Trust Lands Office
(Dept. of Natural Resources) manages the land and non-cash assets, and the Mental Health Trust
Authority (Dept. of Revenue) and its Board make recommendations for program funding.

Mental Health Funding: The Trust Authority sources of income for annual spending include:

» a percentage (currently 4.25%) of the total cash asset value of the Trust Fund Corpus
(Principal);

* lapsed funds from the prior year;

¢ income from the Trust’s account in the treasury; and
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* income from rents, fees, purchase contract interest, and 15% of timber sales from the
Trust L.and Management.

The Mental Health Budget Process

Separate Appropriation Bill: AS 37.14.001 establishes the responsibilities and authority for
management of the Mental Health Trust. The statute requires the Governor to submit a separate
appropriation bill limited to appropriations for the state’s integrated comprehensive mental health
program. If appropriations in the bill submitted by the Governor or the bill approved by the
legislature differ from those proposed by the Authority, the bills must be accompanied by a report
explaining the reasons for the differences from the Trust’s recommendations.

Mental Health Trust Authority Authorized Receipts: The Mental Health Trust gencrates
revenue from the investment earnings on the $200 million trust, land sale/lease proceeds, and land
use royalties. Mental Health Trust income, identified in the appropriation bill as MHTAAR or
Mental Health Trust Authority Authorized Receipts, provides approximately $10 million per year
for CIMHP funded programs and mental health trust administrative costs.

A unique provision of the settlement grants the Authority the power to spend mental health trust
income without legislative approval. This provision does not, however, remove the legislature
from spending decisions. The Trust’s spending plans typically allocate substantial money to state
agencies, which cannot spend the money without legislative authorization.

This approach to budgeting requires extensive cooperation between the Authority and the
agencies that receive MHTAAR. The Authority considers requests from relevant agencies and
beneficiary boards, and then submits a list of approved projects and funding proposals to the
Governor. Although the budget is developed cooperatively, the Governor’s request may make
changes in MHTAAR funding without the approval of the Authority. Similarly, the legislature
typically works with the Authority on any revisions to the Authority’s plan.

Zero-Based Budgeting: The Trust continues zero-based budgeting of MHTAAR in FY11,
meaning that all MHTAAR in state agencies was removed from the FY11 adjusted base budget.
This approach emphasizes that MHTAAR funding is not based on prior year appropriations, but is
an independent decision made by the Authority each year. The approach has the advantage (from
the Authority’s perspective) of specifying the purpose of all MHTAAR that appears in the budget.
Under incremental budgeting, the purpose of continuing funding was not stated in budget
transactions.

Other Funds Appropriated in the Mental Health Budget: Other state funds and federal
funding are typically included in the CIMHP. These might include general funds, AHFC
Dividend funds, and Alcohol and Other Drug Abuse Treatment & Prevention Funds. The
Authority does not exercise as much control over this portion of the Mental Health budget.
Although the Authority is typically consulted about expenditure of non-MHTAAR for mental
health purposes, the Authority cannot dictate where other funds may or may not be used.
Allocation of state and federal funding for mental health purposes is similar to the process that
applies to the regular operating and capital budgets; state agency operating requests show changes
to appropriations made the previous fiscal year, Capital requests are typically independent of prior
year appropriations.

The FY11 Mental Health Budget
The Trustees approved the following five focus areas for the FY11 budget cycle:

s Bring The Kids Home;

e Affordable, Appropriate Housing for Trust Beneficiaries;
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OPERATING

Disability Justice for Trust Beneficiaries;

Trust Beneficiary Projects Inttiative; and

Workforce Development

Mental Health Trust recommendations typically address only increments to the budget. The
Trust’s recommendations do not address FY 10 GF/MH funding that remains in the base for FY11.
The net requested increase in operating funding from FY10 to FY11 is approximately $8.8

million.

FY11 Trust
FY07 FY0s8 FY09 FY10 Request | FY11 Gov
State Funds 127,712.4] 1315686} 159,818.2] 171,2009 15,340.0f 180,595,1
MHTAAR 11,446.4 12,308.7 13,714.2 12,636.5 12,001.2 12,087.5
Subtotal Operating 139,158.8] 143,877.3] 173,532.4] 183,837.4 27,431.2] 192,682.6
Change from previous year 4,718.5 29,655.1 10,305.0 8,8452

State Funds 12,200.0 13,600.0 7,550.0 4,984.2 12,975.0 11,150.0
MHTAAR 2,650.0 2,500.0 3,500.0 1,650.0 2,050.0 2,050.0
Subtotal Capital 14,850.0f  16,100.0 11,050.0] 6,634.2 15,025.0 13,200.0
Change from previcus year 1,250.0 ' -5,050.0 -4,415.8 6,565.8

Grand Total] $154,008.8] $159,977.3] $184,582.4] $190,471.6 $205,882.6

The Trust recommendations included additional state operating funds of $15.3 million in FY11.
Budget requests approved by the Trust but not included in the Governor’s FY11 budget request

include:

Department of Health and Social Services (DHSS):

Disabilities Services for:

O

o ¢ O ©

traumatic brain injury services coordination;

emergency intervention services;

tele-care/smart home technology projects;

Alzheimer’s disease and related dementia grants; and

$2.3 million in Senior and

establishment of a crisis response stabilization program and grant funding for
clients that are developmentally disabled.

DHSS: $1.3 million in Rural Services and Suicide Prevention for implementation of
childhood and adolescent prevention grants and funding to supplement the Alaska
Native Tribal Health Consortium’s efforts in Crisis Intervention Stress Management
training and Applied Suicide Intervention Skalls training in Barrow and Dillingham.
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e DHSS: $1.2 million in rate increases for Behavioral Rehabilitation crisis stabilization
services providers.

The FY11 Trust-recommended appropriation of Trust Receipts (MHTAAR) totals $12.1 million.
The Trust recommendations include $3.7 more for FY11 health insurance increases than are
included in the Governor’s FY11 budget.

CAPITAL

The Governor’s FY11 capital budget request of $15.1 million for Mental Health programs is
$175.0 more than the Trust’s recommendations of $15.0 million. The Trust’s recommendations
include $2.1 million MHTAAR, $6.0 million GF/MH, and $7.0 million AHFC Dividends.

The $175.0 difference between the Trust recommendations and the Governor’s budget request is
the result of several actions:

* Trust projects that were not submitted to the legislature by the Governor:

o $1.2 million in funding to aid in the construction of the new Bethel Sobering
Center, grants for assistive technology projects, and essential equipment
purchases for Trust beneficiaries.

e Trust project that received partial funding in the Governor’s budget:

o The Governor’s budget includes $500.0 (of the $2.5 million recommended) for
deferred maintenance of non-profit service providers and beneficiaries’ facilities.

s Trust project to which the Governor added funding:

o The Govemor added $3.4 million to support temporary emergency housing
service providers.

Some of the significant projects contained in both the Trust’s recommendations and the
Governor’s Mental Health budget are listed below (funding levels shown are from the Governor’s
budget):

¢ MH AHFC Beneficiary and Special Needs Housing (ED 99) $1.8 miltion

 MH Home Modification and Upgrades to Retain Housing (ED 99) $1.1 million

e MH Coordinated Transportation and Vehicles (ED 99) $1.1 million

e MH Housing, Pre-Development, Anchorage Assets Building $500.0
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Agency Narratives and Funding Summaries

Page 73




1681

Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

Department of Administration

All Dollars in Thousands

(GF Only} Change % Change | See Note:
FY10 Conference Committee (GF Only) $96,038.4
FY10 Fiscal Noles -
CarryForward 1,700.9
Special Appropriations -
Agency Transfers {9.7)
10 Contractual Salary Adjustments (13.6)
Misc Adjustments -
Veloes {200.0)
FY10 Management Plan (GF only) $97,516.0] s1,4776 1.5%
Cne-lime items removed (1.943.1)|
Transfers between Agencies (nels zero stalewide) -
FY11 Contractuat Salary and Health Increases 420.6
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $95,993.5] ($1,522.5) -1.6%
|FY11 Governor's GF Increments/Decrements/Fund Changes 1,412.1.
FY11 |[Governor's Request (GF only) $97,405.6] 81,4121 1.5%
A J
. Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's | Base to FY11
Base Budget |Request (GF| Governor's
{GF Only} only) Request See Note:
Allocation $1,412.1
Office of Administrative Hearings 419.1 431.4 12.3 5
Qifice of the Commissioner 345.0 352.7 7.7 5
Administrative Services $58.0 59.9 1.9 5
Personnel 1,045.4 1,046.4 1.0 5
Lease Administration 58.1 59.3 1.2 3
Eilected Public Officers Retirement System Benefits 1,898.1 2,498.1 600.0 2
Enterprise Technology Services 1,237.2 1,241.4 42 5
Alaska Qil and Gas Conservation Commission 5,550.6 6,701.5 1,150.9 1
Qffice of Public Advocacy 20,310.0 23,313.8 38 5
Viglent Crimes Compensation Board 1.587.6 1.885.5 297.9 3
Motor Vehicles 15,259.3 14,590.5 (668.8) 4
Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted{ Governor's | Governor's
Base Budget Request Request | See Note:
Other State Funds (all allocations) 194,334.3 197,471.4 3,137.1
Federal Funds (all allocations) 2,7836 3,433.6 650.0
Total Non-General Funds (all allocations) $197,117.9] $200,905.0 $3,787.1
1
Position Changes {From FY10 Management Plan to Gov) 1,124 1,119 (5)
PFT 1,070 1,069 (1)
PPT 20 18 (2)
Temp 34 32 (2)
s State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 1,300.0 - 1,300.0
Maintenance and Repairs 7,250.0 - 7,250.0
Remodel, Reconstruction and Upgrades - - -
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology 16,725.0 - 16,725.0
Other - - -
TOTAL CAPITAL $25,275.0 £0.0 $25,275.0
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Department of Administration

The mission of the Department of Administration (DOA) is to provide consistent and efficient
support services to state agencies so that they may better serve Alaskans. DOA establishes policies
and coordinates services among departments and provides statewide leadership and policy direction
in the following areas:

¢ finance and accounting;

s payroll;

¢ information technology;

+ human resourccs;

+ labor relations;

s procurement, including final administrative decisions on statewide procurement
appeals;

s facility leasing and management;

« risk management; and

» employee and retiree benefits programs for state and local governments.

Direct public services are provided through the Division of Motor Vehicles which collects revenues
from vehicle titling and registration and driver licensing; by legal and advocacy services through
the Public Defender Agency and the Office of Public Advocacy; and through the Office of
Administrative Hearings which provides for adjudication services in a broad range of
administrative appeals and alternative dispute resolution processes. The Department also oversees
administrative functions of four independent boards and commissions (the Alaska Public
Broadcasting Commission, the Alaska Public Offices Commission, the Alaska Oil and Gas
Conservation Commission, and the Violent Crimes Compensation Board).

SIGNIFICANT ISSUES

The FY11 Department of Administration general fund operating budget submitted by the Governor
is $1,412.1 above the FY11 Adjusted Base {$1,783.0 Unrestricted General Funds (UGF)/a
reduction of $370.9 Designated General Funds (DGF)]. Significant issues are highlighted in the
notes below and correspond to the numbers in the last column on the preceding spreadsheet.

1. Alaska OQil and Gas Conservation Commission (AOGCC):
$1,150.9 Alaska Housing Capital Corporation (AHCC) (UGF).

The AOGCC is tasked with independent evaluation of depletion plans for reservoirs prior
to the start of major gas sales from the North Slope of Alaska. The Commission is
required to rule upon offtake rates, timing, and depletion plans for the fields being
developed before gas sales are approved. Although the AOGCC has completed a portion
of the significant reservoir evaluation studies that are necessary to accomplish these
tasks, an increment of $1,150,900 is requested in the Governor’s budget to complete the
work.
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i'sales S0 general Sunids have.been used to pay for the studies since FY06. This request ] is
part of the Governor’s $10.5 million -appropriation to- a variety of agencies: for gas
pipeline a’e',rel'n:)pmentI

Elected Public Officers Retirement System (EPORS) Benefits:

$600.0 UGF. EPORS currently has 39 members (24 retirees and 15 surviving
dependents) who receive benefits. Costs have increased due to mandatory benefit
increases based upon the salaries of the positions from which members retired and the
projected rise in the cost of health insurance (also a member benefit).

Violent Crimes Compensation Board (VCCB): $297.9 PFD

Criminal Receipts (DGF). The Violent Crimes Compensation Board was
established to help mitigate financial losses that are the direct result of violent crimes that
occur against Alaskans and visitors to Alaska. In addition, the Board helps to foster
victim advocacy services and promotes victim recovery. Assistance is generally in the
form of payment for services, reimbursement of certain losses, and financial help to
ensure the safety of Alaskan victims. Due to statewide outreach programs, the number of
applicants has increased over the years, a trend that is expected to continue.

Motor Vehicles: (-$668.8 Receipt Supported Services) (DGF). The
Department anticipates a reduction of $668,800 in the Anchorage Bensen Office lease
that is scheduled for renewal in FY11. Terms of the initial lease included the cost of the
customization (build out) of the space to meet Division of Motor Vehicles’ needs. Those
terms provided that, in the case of a renewal, a lesser amount would be charged.

Salary Fund Source Changes: $32.1 UGF. The Governor’s budget
proposes using general funds to replace a portion of other funding sources that could be
used to pay for contractual health insurance increases for noncovered employees.:
Although the overall amount is small, seven different allocations are affected for a total
of $32,100 UGF (the switch occurs from Interagency Receipts ($27,900) and the
Information Services Fund ($4,200)). As an alternative to these fund source changes,
DOA could either 1) charge agencies for services and let any necessary fund source
changes occur in the agencies or 2) absorb these personal services costs within the
individual allocation vacancy factors.

ORGANIZATIONAL CHANGES

In FY11, the following structural changes are reflected in the Governor’s Department of
Administration budget:

Page 76 _

s The State Travel Office allocation within Centralized Administrative Services is re-
named E-Travel. This program has been established as the managed travel program
serving the State of Alaska Executive Branch, including employees, members of
boards and commissions, inmates, witnesses, and other individuals that travel on
official state business; and

* The Enterprise Technology Services appropriatibn, which had consisted of a single
allocation, has split into three allocations for management and tracking purposes:

o State of Alaska Telecommunications System,;

o Alaska Land Mobile Radio; and
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o Enterprise Technology Services.

CAPITAL REQUEST

The Govemnor’s FY11 Department of Administration capital budget totals $25.3 million. Included
in the general fund category is $7.9 million UGF and $8.5 million Receipt Supported Services
(RSS) (Designated GF), divided into the following projects:

s $600,000 UGF — Alaska Public Offices Commission (APOC) Electronic, Filing
System to complete the APOC Web Based Electronic Filing System;

e  $8,500,000 RSS (DGF) — Alaska License and Vehicle Information System to replace
the Division of Motor Vehicles information network. The system is thirty-plus years
old and is becoming increasingly difficult to support and maintain;

e $50,000 UGF — Alaska Rural Communications Service (ARCS) Digital Conversion
Planning to meet FCC mandated standards for all low power television services and
expand public service to residents in bush Alaska; and

¢  $7,250,000 UGF — Statewide Deferred Maintenance Projects managed by the
Department of Administration for Public Building Fund and non-Public Building
Fund facilities as well as projects for the State of Alaska Telecommumication System
infrastructure.

The capital request preserited by the Governor also includes $8.9 million in non-GF projects. The
most significant of those non-GF projects is $3.7 million (Information Services Fund) for
Enterprise Technology Services infrastructure upgrades and support. This project contributes to
the Division’s core service of providing business management and information technology
support to all state agencies and to citizens accessing state services.

Legtslanve F:scal Analyst: Camment., A large pro;ect—replacement of the,,state £ payroll °anq
%zccountmg saﬁwarewzs Szgny‘icant in'its-abgence, In"FYLU, the Departmentl ; t di
i“lot recewe) 3 76 mzllzon 10 work toward repfacmg iegacy admmzstranve sysrems przmar:br the

starewzde accountmg System (AKSA& anid. payroll sysrem (AKPAIO T he contmued operatzon og

lthese sysrems iy threatened by their age and the annquarea! software Ianguage.s' TAWhICH they ay
written. “The legislarure prevzously appropnaz‘ed $41-million for rhls masszve prOJect whwh
pm]ected ‘fo'take arileast ix more yearsto complete and th reliuire many more m:llzons of

Legzslatwe Kiscal Analyst Comment As in'previous_years; direct - approprzattons for cOStS
Fssoczatea’ with public. employees rétirement ‘systems -are Segregated Jronzthe: Departments
budget in order fo avo;d overstatmg the Department of Admiinistration’s budeet. 4 total of $357: 6
wiillion-in direct appropriations for retirement.-include}

(a).-8190,850.3 GE_for the teachers’.rétiremerit system-defined benefit plan.dccount
(b)- 3163, 841 2 GF:-for the public .employees’ ‘retirement..systéin defined benefit-plan

ccountﬂ

©) -384.2 GF " forthe Depaitment of Mtbtary and Veterans’ Affuirs AK National Guard
_'and Alaska Naval Militia defined benefit plan acéount; and

(d). $788.9.GF for the judicial retirement system defiried benefit plan.account)
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All Dollars in Thousands

Department of Commerce, Community, and Economic Development

{GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $97,592.4
FY10 Fiscal Notes 98.0
CarryForward -
Special Appropriations 5,500.0
Agency Transfers 12.7
10 Contraclual Salary Adjustments -
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $103,203.1 $5.,610.7 5.7%
One-time ltems removed {91.0)
Transfers between Agencies {nels zero statewide) -
FY11 Contractual Salary and Health Increases 196.5
Misc Adjustrments -
FY11 Adjusted Base Budget (GF only) $103,308.6 $105.5 0.1%
|FY11 Governor's GF Increments/Decrements/Fund Changes 437.2
Fy11 Bovernor's Request (GF only) $103,745.8 $437.2 0.4%
v
+ Change from
FY11 Governor's Incn::n;z:tgsésDecrements and Fund FYi1 FY11 Adj Base
FY11 Adjusted| Governor's to FY11
Base Budget |Request (GF| Governor's
] {GF Only) only) Request See Note:
Allocation _ $437.2
Community and Regional Affairs 6,171.5 6,612.4 440.9 3
Cffice of Economic Development 1,890.9 1,8950.8 59.9
AEA Power Cost Eguatization 37,660.0 36,300.0 (1,360.0) 2
Alaska Seafood Marketing [nstitute 12,212.2 13,212.2 1,000.0 1
Banking and Securities 3,110.3 3,264.3 154.0 4
Community Development Quota Program 57.6 - (57.6)
Insurance Operations 6,491.3 6,601.3 200.0 5
Change from
FY11 Adj Base
Non-General Fund Agency Summary FY11 to FY11
FY11 Adjusted | Governor's | Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 25,866.6 31,001.0 5134.4
Federal Funds (all allocations) 64,110.5 66,052.6 1,942.1 6
Total Non-General Funds (all allocations) $89,977.1 $97,053.6 $7,076.5
I
Paosition Changes (From FY10 Management Plan to Gov} 541 545 4
PFT 526 528 2
PPT 2 2 -
Temp 13 15 2
. . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 1,100.0 - 1,100.0
Maintenance and Repairs 250.0 - 250.0
Remodel, Reconstruction and Upgrades 26,160.0 16,000.0 42,160.0
New Construction and Land Acquisition 24,250.0 14,8228 38,072.8
Equipment and Materials - - -
Information Systems and Technology 935.0 - 935.0
Other 5,941.0 6,625.0 12,566.0
TOTAL CAPITAL $58,636.0 $37,447.8( $96,083.8
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Department of Commerce, Community, and Economic
Development

The Department of Commerce, Community, and Economic Development (DCCED) provides a
wide range of development services to private businesses, aids in protecting the public by
regulating certain industries, and provides services to communities. The Department:

provides general assistance and access to capital markets for businesses;
coordinates numerous state grant and loan programs;

manages programs aimed at key economic sectors such as electric power generation,
tourism, acrospace, mining, and fishing;

participates in the marketing of Alaskan products and visitor attractions;

regulates banking, sccuritics and corporations, insurance, occupations and public
utilities;

provides services to local governments and unincorporated communities in the form

of grants and direct technical assistance; and

administers programs offering assistance in the areas of government and financial
management, utilities, planning, and energy management.

SIGNIFICANT ISSUES

The FY11 Department of Commerce, Community, and Economic Development general fund
operating budget submitted by the Governor is $437.2 above the FY11 Adjusted Base [$2,640.1
reduction of Unrestricted General Funds (UGF)/$3,077.3 increase of Designated General Funds
(DGF)]. Significant issues are highlighted in the notes below and correspond to the numbers in
the last column on the preceding spreadsheet.

1. Alaska Seafood Marketing Institute (ASMI) Campaign: $1

million UGF. ASMTI’s $1 million UGF increment request increases ASMI's total GF
budget to $3.7 million (an increase of 37.5% over FY10). Of the $3.7 million total, ASMI
plans to spend $2.2 million to access the Federal Market Access Program’s (MAF)
formula funding (a 2:1 match) that must be spent on International marketing. Another
$1.5 million will be used in the domestic market for core program activities and
promotions. More specifically, ASMI argues that the funding is needed for the following:

To mount a major sustainability campaign in Eurepe to combat the perception
that Alaska Seafood is not sustainable unless it has a Marine Stewardship Council
{MSC) endorsement;

To maintain its purchasing power. The weaker U.S. dollar has reduced ASMI’s
purchasing power abroad;

To access more federal funds for International marketing, Because the ability to
raise matching funds counts for 40% of the Federal Market Access Program’s
funding formula, Alaska has been less successful than other states at accessing the
full amount that could be available to it;
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* To offset the anticipated loss of revenue from industry funds. ASMI expects a
drop of $1-2 million in industry funds (based on ex-vessel prices) in FY10 and FY11.
They plan to replace lost industry funds with UGF and use the funds in the domestic
market; and

¢ To take advantage of currently existing opportunities to capture more of the
domestic market due to reduced Chilean imports resulting from farm disease.

Power Cost Equalization (PCE): $1.36 million UGF decrement.
Although language in the operating budget bill appropriates general funds in the amount
necessary to pay for the PCE program, the Department revised its expenditure projections
downward due to the lower cost of fuel, fewer eligible grantees, and lower consumption
projections.

In addition, the amount available from the PCE Endowment for FY11 is calculated to be
$23,834.4 (less $160.8 for the Department of Revenue management fees), which is an
increase of $2,780.9 over the amount budgeted in FY10. Funds from the Endowment
replace UGF.

Community and Regional Affairs: $440.9 million UGF.

¢ Local Government Assistance: $343.9 GF. This request funds three positions to
provide technical assistance to at-risk communities with populations between 25 and
2500. Currently, three staff cover 386 communities. According to the Department, of
these 386 communities, 40% (or 153) are not meeting federally required management
sustainability indicators. Non-compliance renders the cormnmunities ineligible for state
financial assistance and places state and federal infrastructure investment at risk.

* Agsistance with Alaska Native Claims Settlement Act (ANCSA) 14(c) actions:
$97.0 GF. This funding will support a position to provide communities with land
management, site control verification, planning assistance services and management
of ANCSA 14(c) actions.

When ANCSA was passed in 1971, 95 unincorporated communities had a land
conveyance obligation to the State under section 14(c)(3). Over 50 communities still
have not completed the conveyance of land to the village corporation to be held in
trust for a future municipality.

Site control and land status verifications are needed to ensure clear title on village
corporation land. Lack of this verification can result in legal issues and can hold up
capital grants disbursement. Other departments and entities depend upon the
Department’s verification actions to allow for the disbursement of capital grants and
to avoid legal complications resulting from unresolved land status issues.

Banking and Securities: $164.0 DGF. An increment of $164.0 is requested
to pay travel costs to conduct eight safety and soundness examinations and approximately
68 compliance examinations on a 12-18 menth cycle. In addition, this funding will pay
travel costs of recently hired examiners to receive specialized training in areas such as:
Capital Adequacy, Asset Quality, Management Ability, Eamings Adequacy, Liquidity
Management, Sensitivity to Market Risk, Operations, Intermal Controls and Audit, and a
Compliance Review. This is an increase of 84.3% in the travel line from FY10.

Insurance Operations: $200.0 DGF. By statute, Insurance must notify up to
37,000 licensees whenever there is change in rules, regulations or policy that may impact
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licensees. Print, mail and legal costs have increased by $300.0 in two years. This
increment is requested to help offset these rising costs.

6. Federal Program Funding for National Forest Receipts: $1.4
million Federal Receipts. The Department anticipates receiving and distributing

(to local governments) $17.1 million in National Forest Receipts. This is an increase of
$1.4 million over FY10.

ORGANIZATIONAL CHANGES

There are no significant organizational changes.

CAPITAL REQUEST

DCCED’s total capital budget is nearly $96.1 million—3$37.4 million of which is federal money.
The budget consists of a diverse mix of grants and capital projects, most of which are more
clearly described as passing through DCCED rather than going to DCCED. The pass-through
projects include rural power and transportation systems, community economic assistance, port
expansion and cruise ship industry enhancements. Projects requested by DCCED include:

*  $609,000 of RSS for a Banking and Securities Imaging project; and

e $326,000 of RSS to replace and consolidate many of Division of Community and
Reglonal Affairs’ (DCRA) computer apphcatlons

7 r¥Becausel ) ERAIoeTion genertereezttht
i '_' applzcarzons @Eﬁﬁﬁﬁgm&m
RIRE2, 7 mtin el
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Department of Corrections
All Dollars in Thousands

{GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $228,505.5
FY10 Fiscal Notes -
CarryForward 500.0
Special Approprialions -
Agency Transfers 600.0
10 Contractual Salary Adjustments {162.8)
Misc Adjustments -
Veloes -
FY10 Management Plan {GF only) $229,442.7 $937.2 0.4%
One-time ftems removed {1.600.0)
Transfers between Agencies {nets zero stafewide} -
FY11 Contractual Salary and Health Increases 35.3
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $227,878.0] (31.564.7) 0.7%
lFYT 1 Governor's GF Increments/Decrements/Fund Changes 2,600.8
FY11 Governor's Request (GF only) $230,478.8 $2,600.8 1.1%
“FY11 G .\ Change from
overnor's Increments, Decrements and Fund ] EY11 FY11 Adj
Changes FY11 Adjusted{ Governor's | Base to FY11
' Base Budget |(Request {GF| Governor's
{GF Only) only} Request [ See Note:
Allocation $2,600.8
Offender Habilitation Programs 1,142.2 1,292.2 150.0 id
Wildwood Cerrectional Center 11.744.6 12,995.4 1,250.8 1a
Community Jails 6,115.4 6.415.4 300.0 1c
Community Residential Centers 19,377.9 20,277.9 900.0 1b
Inmate Health Care (fund source change} - N 0.0 2
' Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FYi1
FY11 Adjusted | Governor's | Govemor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 16,174.5 16,548.5 3740
Federal Funds (all aflocations) 3,003.4 3,003.4 0.0
Total Non-General Funds {all allocations) $19,177.8 $19,551.9 $374.0
Poslitl'on Changes (From FY10 Management Plan to Gov) 1,514 1,511 0
PET 1,510 1,509 1
PPT i 2 [u|
Temp - - 0 l
Governor's Capital Request (Sé:ti '(:)Ltl:grs) FFeud:le Total See Note:
Planning and Research . - R
Maintenance and Repairs 6,500.0 - 6,500.0
Remodel, Reconstruction and Upgrades 450.0 - 450.0
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $6,950.0 $0.0 $6,950.0
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Department of Corrections

The mission of the Department of Corrections (DOC) is to provide secure confinement,
reformative programs, and a process of supervised community reintegration to enhance the safety
of Alaskan communities. The Department:

s provides secure confinement;
e provides reformative programs; and

+ provides supervised re-entry.

SIGNIFICANT ISSUES

The FY1l Department of Corrections general fund operating budget as submitted by the
Governor is $2,600.8 above the FY11 Adjusted Base [$3,452.3 Unrestricted General Funds
(UGF)/a reduction of $851.5 Designated General Funds (DGF)]. Significant issues are
highlighted in the notes below and correspond to the numbers in the last column on the preceding
spreadsheet.

1. Although Alaska’s prison population had a small and anomalous decline in 2008,
the long-term upward trend in population continues to increase departmental costs. The
population typically exceeds 100% of approved -institutional emergency capacity. With
increased law enforcement by local and state agencies, the Department has no
expectation of a long-term decline in the offender population. The Department addresses
the prison population issue with the following increments:

a) Wildwood Correctional Center: $1,250.8 GF ($1,242.8 UGF, $8.0 RSS (DGF)).
In FY09, the Wildwood Correctional Center received an increment of $1.115 million
to convert and operate two existing buildings that could house 80 offenders.
However, due to delays from unforeseen construction problems (primarily asbestos
abatement), the legislature reduced the operating funding request in FY10.

With construction now completed, this increment provides the full funding needed to
cover FY11 operating costs.

b) Community Residential Centers (CRC): $900.0 UGF. This increment includes:

o $500.0 UGF to fully fund the additien of 43 regular beds for which the
Department began contracting in FY09. This request, combined with the $719.2
UGF increase the Department received in FY10, will meet the full costs
associated with these additional beds and reduce the Department’s number of
“hard bed” placements.

o $400.0 UGF for an anmual 2% Consumer Price Index (CPI) rate increase
included in the professional services contracts with five of the six department
CRC providers.

¢) Community Jails: $300.0 UGF, The City of Kodiak is in the process of opening a
new facility to house the City’s police department and jail. Due to the staggered
completion dates of these two units, the Department is requesting one-time funding to
keep the old facility operational until the new jail comes on line in early FY11.
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d) Offender Habilitation Programs: $150.0 UGF. During FY08, the Department of
Corrections began a construction apprenticeship program in conjunction with the
Department of Labor at the Palmer Correctional Center (PCC). This request will
allow the program to expand to other institutions, primarily the Pt. Mackenzie Work
Farm and the Wildwood Correctional Center.

2. Fund Change/Inmate Health Care: $859.5 UGF from PFD

Criminal Funds (DGF). Permanent Fund Dividend (PFD) Criminal Funds are
available for appropriation due to the number of convicted felons and third time
misdemeanants who are ineligible to receive a PFD. Because available funding depends
on the amount of PFDs and the number of affected inmates, the amount of PFD Criminal
funds is volatile. For FY11, the Department of Revenue calculated the amount available
for appropriation to be $1.7 million less than in FY10.

The requested fund change replaces the Department’s portion of that reduction with UGF
(as anticipated by the Legislative Finance Division) in order to maintain services.

ORGANIZATIONAL CHANGES

There are no significant changes requested,

CAPITAL REQUEST

The Agency’s $6.9 million UGF capital budget is comprised primarily of a $6.5 million proposal
for deferred maintenance projects. The majority of the 117 state-owned buildings the Department
is charged with maintaining are over 20 years old, and 20% are over 30 years old. This
appropriation will fund the most urgent safety, environmental, utility infrastructure, security and
projects in the Department.

The Department’s other two capital projects include:
* Anchorage Correctional Complex Renovation and Remodeling: $350.0 UGF
s Community Jails Repairs, Renovations, and Equipment: $100.0 UGF
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All Dollars in Thousands

Department of Education and Early Development

{GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only} $1,122,670.9
FY10 Fiscal Notes 1,314.3
CarryForward -
Special Appropriations -
Agency Transfers 57.2
10 Coniractual Salary Adjustments (12.0)
Misc Adjustments 4,845 4
|vetoes -
FY10 Management Plan (GF only) $1,128,875.8 $6,204.9 0.6%
One-time ftems removed (2,257.2)
Transfers between Agencies {nets zero statewide) -
FY11 Contractual Salary and Health Increases 29.1
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $1,126,647.7 ($2,228.1) 0.2%
|FY11 Governor's GF Increments/Decrements/Fund Changes 58,440.8
FY11{Governor's Request (GF only) $1,185,088.5 $58,440.8 5.2%
N i Change from
FY11 Governor's Increments, Decrements and Fund FYH FY11 Adj
Changes FY11 Adjusted| Govemor’s |Base to FY14
Base Budget | Request {GF | Governor's
{GF Only) only) Request See Note:
Allocation $58,440.8
Foundation Program 1,010,508.3 1,065,847.4 55,338.1 1,2
Pupil Transportation 61,149.7 63,839.2 2,689.5 1
Special Schools 3,127.5 3,303.0 175.5 6
Alaska Challenge Youth Academy 6,429.1 5,826.8 (602.3) 8
Executive Administration 21423 2,434.0 28917 4
| |Student and School Achievement 8,965.6 9,003.9 38.3 7
Early Learning Coordination 7,599.7 7,799.7 200.0 5
WWAMI Medical Education 2,654.8 2,964.8 310.0 3
i Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds {all allocations) 20,786.5 21,146.1 359.6
Federal Funds (afl allocations) 214,960.3 279,380.3 64,420.0
Total Non-General Funds (all allocations) $235,746.8 $300,526.4 $64,779.6
Position Changes {From FY10 Management Plan to Gov) 350 350 0
PFT 332 334 2 4
PPT 15 13 2)
Temp 3 3 -
. " State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research - _ n
Maintenance and Repairs 1,934.2 - 1,9342
Remaodel, Reconstruclion and Upgrades 24,536.4 - 24,536.4
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Cther - - -
TOTAL CAPITAL $26,470.6 $0.0 $26,470.6
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Department of Education and Early Development

The Department of Education and Early Development (DEED) is committed to ensuring quality
standards-based instruction to improve academic achievement for all students. The Department is
responsible for funding and regulating the state’s K-12 schools as well as administering school
debt reimbursement and grants for school construction/major maintenance. Core services include
the following:

¢ provide and evaluate a Comprehensive Student and School Standards, Assessment
and Accountability System for all students and schools in Alaska that is based on
student, school, educator, and culturally responsive standards and state and federal
requirements;

¢ provide and support standards-based professional development and mentoring for
Alaska’s educators to ensure high quality and student achievement;

¢ provide a statewide program to ensure all students have the foundational skills
required for a successful transition to college and/or the workforce after high school;

e secure and award state, federal, and private educational funding to school districts
and other educational organizations to result in higher student achievement; and

e provide high quality data to school districts and stakeholders through the use of the
Alaska Statewide Longitudinal Data System.

The Department also houses Commissions and Boards (including the Professional Teaching
Practices Commission, the Alaska State Council on the Arts and the Alaska Postsecondary
Education Commission) and is responsible for Mt. Edgecumbe Boarding School, EED State
Facilities Maintenance, and Alaska Library and Museums.

SIGNIFICANT ISSUES

The FY11 Department of Education and Early Development general fund operating budget
submitted by the Governor is $58,440.8 above the FY11 Adjusted Base [$60,639.5 Unrestricted
General Funds (UGF)/a reduction of $2,198.7 Designated General Funds (DGF)]. This General
Funds (GF) change is due primarily to statutory adjustments to the Foundation Program, but also
incorporates six increments and two decrements.

Significant issues are highlighted in the notes below and correspond to the numbers in the last
column of the preceding spreadsheet.

1. K-12 Education Formula Funding. Because education funding changes are
likely to come through legislation rather than subcommittee action, the discussion here is
brief and general. The statutory formula requires $1,065,847.4 of UGF for the Foundation
Program and $63,839.2 for Pupil Transportation. Total funding for K-12 Suppori
programs is increasing by $58.2 million over FY'10.

Two years ago, the legislature adopted a three-year education plan presented by an
Education Task Force. The recommendations (adopted in HB 273 (Ch. 9, SLA 2008)):

¢ increased the Base Student Allocation (BSA) by $100/student/year for FY09, FY10,
and FY11;
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¢ increased the geographic differential paid to school districts with high operating
costs; and

e increased the amount paid to school districts for approximately 2,000 intensive-needs
students who experience health conditions and disabilities requiring daily monitoring
and assistance with their school day activities.

FY11 is the final year of a three-year phase-in of significantly higher payments to school
districts. In FY11, the Base Student Allocation is $5,680.

Section 21(1) of the Governot’s operating budget bill appropriates $1.131 billion from the
general fund to the Public Education Fund (PEF). That amount is the projected need for
K-12 formula funding for the Foundation Program and Pupil Transportation for FY12,
and is about $14.4 million more than the projected need for FY11.

Legzslatwe Fiscal Analyst -Comment:-Under the concept of forward funding; the’ amounj

pproprzafed in.a given year.is ‘the amount pro;ected fo, be needed in the following year
Y10 budget bifls contained appropnatzons of -81. I billion. from the' Constituitiona
budget Reservé, Fund (CBRF) to cover educdtion costs in FYLT, but the: supemafom;é
i_otes requzred 10+ transj%r funds ﬁ'om the CBRF fazled The. supermajorzgz vote fatlurj
does"noi’ affect. K 12 ﬁmdmg n'kE Y10 (because:tke fEF contamed suﬁ" czent money;t
fund the  formuld m FY1 [D bur i left the PEF wzthout ithe $1 I bzlhon expected 10 b4
requzred “for K- 17 educat:on i FYH A retum 0 fbrward fundmg wauld require an
approprzatzon of. FYI L tosts in addztzon to, L‘he FY]2 ‘cosis ‘that are mcluded il
Governor’ 5 operatmg bill. The, Governor has hidicatedsthat e intends:to request thie: $1*I}
!bzllzon for FY 1L ina supplemental bzll!

Age-4 Pre-Kindergarten Program: $2,000.0 UGF. This request is for
the second year of program implementation for an Alaska pre-kindergarten program.
According to the Department, this preschool program provides a voluntary,
comprehensive, half-day for four-year olds and early five-year olds based on the
standards set forth in the Alaska Early Learning Guidelines. Participating school districts
are funded through a competitive grant process. It is anticipated that the preschools will
serve 500 children statewide and that, eventually, this project will provide the framework
and guidance for the creation of local programs in a variety of urban, rural, and remote
sites.

ILe'g'ts.l.uttve Fiscal: Analyst Comment:-In-FY.10, ~the legislatiire approved $2%miiflion. a as
ne-timé ﬁuzdmg for an Age4 Pre-K Pilot Program’ For FYLI, the Depdrtiment. Feduests
that this aniount.be added to its base budget.[_

WWAMI Medical Education Contract Increase: $310.0 UGEF.
This increment is required for implementation of the expanded program under Alaska’s
contract with the University of Washington School of Medicine (UWSM). In the spring
of 2007, the Alaska WWAMI program expanded class size from 10 to 20 incoming
students per year {Ch. 5, SLA0Q7, AS 14.42.030(d)). The basis for the funding structure is
determined by a partnership contract between the UWSM, the University of Alaska, and
the State of Alaska. Students attend a year of training at the Anchorage campus of the
University of Alaska before attending the UWSM in Seattle, Washington. The
Postsecondary Education Commission acts as the state’s fiscal agent and administers
WWAMI participants’ services agreements/loans. Funds are used for education and
administrative costs for second, third and fourth year students, which average over
$40,000 per student per year. In addition, the program provides support for clinical sites
in Alaska. WWAMI program administraticn and community clinical unit costs run about
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$300,000 per year. Since the inception of the program in 1971, approximately 400
students have been enrolled in this program, which to date has a 95% graduation rate.

Executive Administration Specialists for Math, Science, and

Reading: $291.7 UGF. The Executive Administration allocation includes a
request for additional funds ($291.7 UGF) aimed at improving school district support
services. According to the Department, three permanent, full-time positions (Education
Specialist II (Range 21)) will be added as content specialists for math, science, and
reading. Each content specialist will work with school districts to help them align their
curriculum to Alaska Grade Level Expectations in reading, math, and science. They will
also serve as a resource for the State System of Support team and their Technical
Assistance Coaches. These specialists will collect, report, and analyze student
performance data, serve on advisory committees, search for potential grants, and review
methodology for increasing student achievement.

Early Learning Coordination: $200.0 UGF. This one-time increment
continues funding for a grant to Best Beginnings, a public-private partnership that works
to mobilize people and resources to ensure that Alaska children begin school ready to
succeed. These funds are intended to support early literacy and the Imagination Library
in providing matching grants to local communities to purchase children’s books.

Special Schools — Additional Transportation Services School for

the Deaf: $180.0 UGF. Under agreements with the Department of Education and
Early Development, the Anchorage School District has operated the Alaska School for
the Deaf for many years. The program is operated in three different schools in the
Anchorage area—Russian Jack Elementary, Hanshew Middle School, and East High
Scheol. Additional funding is needed in FY11 to provide transportation services from
Mat-Su to the program schools.

Student and School Achievement Technical and Vocational
Education Program Funding (TVEP): $38.3 TVEP Receipts

(DGF). The increase in TVEP funding matches revenue projections for FY11. This
increment request supports a grant to the Galena Schoo! District estimated at $416,200
for FY1l. Funding is used to build up a prepared resident workforce through early
career education. By integrating both vocational and traditional academic education,
students are prepared for development of occupational skills in areas such as automotive,
food services, child care, and cosmetology.

Alaska Challenge Youth Academy (ACYA) — Formula Decrease:

($602.3) UGTF. The academy is operated by the Department of Military and Veterans
Affairs (DMVA) and is funded through a Reimbursable Services Agreement with DEED
in accordance with AS 14.30.740. The total FY11 general fund budget for the ACYA will
be $5,826,800. This amount reflects a decrease in FY11 of $602,292 and is calculated
using the student base allocation amount of $5,680. Given the fact that the Department of
Military and Veterans Affairs federal grant is more than was initially anticipated, the
department reduced its request for state aid.

I.egtslattve Fiscal Analyst Comnient: The. legislature may wish o .revisit- this formuld
program “The current statutory program support formula pravides seven tzmes rhe ‘base
Student allocation. for ACYA residential students plus a smaller non-resident amount)
The legislature. may wish to consider a divett appropriation to PMVA, as DEED has nd
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7egal responszbzlzty for the: ACYA and,_therefore: should not act.as” a- pass-through
agency!

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

In addition to school district major maintenance grants totaling $24.8 million, the Department of
Education and Early Development’s FY11 capital budget includes $1.7 million UGF for
continued work on deferred maintenance and construction projects from the overall Mt.
Edgecumbe High School capital project plan. Specific projects are determined by an annual
review inchuding verification that the school is performing maintenance and operation tasks in
accordance with the requirements of AS 14.11.011.

Legis alysi ment:The school debt . rezmbu_g Sement ipr Z*‘am i5-Showr in.a
separate Ssection.of thzs,overwew'that Tddrdsses - debt: obhgaz:ons (see.table on: page & 54
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Department of Environmental Conservation
All Doflars in Thousands

(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $42,154.3
FY10 Fiscal Notes -
CarryForward -
Special Appropriations -
Agency Transfers 37.8
10 Contraciual Salary Adiustments {7.2)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $42,184.9 $306 0.1%
Ore-time ltems removed {37.8)
Transfers between Agencies (neis zero statewide) -
FY10 Contractual Salary end Health Increases 134
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $42,160.5 ($24.4) 0.1%
lFYf 1 Governor's GF Incremenis/Decrements/Fund Changes 901.0
FY11 Governor's Request (GF only) $43,061.5 $301.0 2.1%|

Y

FY11 Governor's Increments, Decrements and Fund Change from

Changes Y11 Ad FY11 ) FY11 Adj Base
justed | Governor's to FY11
Base Budget [Request {GF{ Governor's
{GF Only) oniy) Request See Note:
Aliocation . $901.0
Cemmissioner's Office 427.3 427.8 0.5
Laboratory Services 1,596.8 1,856.8 260.0 2
Drinking Water 1,863.7 2,163.7 300.0 1
Solid Waste Management 1,735.5 1,888.5 153.0 4
Air Quality 2,883.8 3,033.8 150.0 3
Facility Construction 1,101.4 1,138.9 375 S
Change from
FY11 Adj Base
Non-General Fund Agency Summary FY11 to FY11
FY11 Adjusted{ Governor's Governor's
Base Budget Request Request Sea Note:
Other State Funds (all allocations) 10,262.4 10,260.7 (1.7)
Federal Funds (all allocations) 21,5715 22,2245 653.0 1,5
Total Non-General Funds (all allocations) $31,833.9 $32,485.2 $651.3|
Poslitlon Changes (From FY10 Management Plan to Gov) 541 547
PFT 532 538 6 1,3
PPT 2 2 -
Temp 7 7 -
Governor's Capital Request State Funds Federal Total .
{GF + Other) Funds See Note:
Planning and Research 5738 10.671.8 11,245.7
Maintenance and Repairs 3,200.0 - 3,200.0
Remodel, Recanstruction and Upgrades 21,617.6 12.663.6 34,281.2
New Construction and Land Acquisition 10,997.9 15,614.7 26,612.6
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $36,389.4 $38,950.1 $75,339.5
Page 92
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Department of Environmental Conservation

The Department of Environmental Conservation (DEC) is responsible for protecting human
health and the environment. This agency provides the following core services:

¢ develop and enforce standards for protection of the environment;

e provide controls and enforcement for the prevention and abatement of pollution to
the environment; and

s provide controls and enforcement to protect citizens from unsafe sanitary practices.

SIGNIFICANT ISSUES

The FY11 Department of Environmental Conservation general fund operating budget submitted
by the Governor is $901.0 GF above the FY11 Adjusted Base [$748.0 Unrestricted General
Funds (UGF)/$153.0 Designated General Funds (DGF)]. Significant issues are highlighted in the
notes below and correspond to the numbers in the last column on the preceding spreadsheet.

1.

Environmental Protection Agency (EPA) Drinking Water Rule
Implementation: $300.0 General Fund Match (UGF)/ $300.0

Federal Receipts. The Alaska Drinking Water program is requesting funding for
the adoption and implementation of three EPA rules (finalized in 2006) which the State
must adopt by the end of 2010. If these rules are not adopted, the EPA will revoke
approvals already given and withdraw primacy. Five new permanent full-time positions
are needed to conduct the implementation, monitoring, reporting, and enforcement work
associated with these rules as well as the 1,600 sanitary surveys that must be completed
on a three-year cycle.

Public Health Equipment Maintenance and Service Contract
Shortfalls: $260.0 General Fund (UGF). The Environmental Health

Laboratory provides testing for a variety of environmental, animal, food, and water
sources. Maintenance contracts for annual equipment calibration for federal certification
and licensing have increased by $260.0. The Department indicates that laboratory
services could cease if equipment were to break down without a maintenance contract in
place.

EPA and State Coordination of Outer Continental Shelf (OCS)
Air Quality Permits: $150.0 General Fund (UGF). Funds will allow

the Department to add one new permanent full-time position to work with the
Environmental Protection Agency in processing up to three unique and complex OCS air
quality permits anticipated during FY11. OCS federal permitting requires continual
coordination between the EPA, the Department and industry representatives. Approval
of this increment will provide funds needed for state compliance.

Toxicology Specialty Contracting: $153.0 Receipt Supported

Services (DGF). This increment funds professional services contracts with
toxicologists to evaluate environmental fate and transport and drift prevention and to
study issues raised by the EPA and the public during evaluations of pesticide spray
proposals, The funding for this increment will come from registration fees assessed by
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the Department on pesticide manufacturers outside of Alaska so their products can be
sold in Alaska. ‘
5. Remote Maintenance Worker Program: $112.5 Federal Receipts/

$37.5 General Fund Match (UGF). The Department is requesting general
funds to match federal funds available to the Remote Maintenance Worker program.
Grant funds will be distributed to seven regional health corporations that provide Remote
Maintenance Workers (RMWs) to supply operations and maintenance support and
emergency response services for public water and sewer systems. It has been
demonstrated that the routine and regular on-site presence of the RMWs prevents
catastrophic failures and helps sustain the water and wastewater infrastructure in rural
Alaska.

ORGANIZATIONAL CHANGES

In FY11, the only structural change in the Department of Environmental Conservation is an
allocation name change from Information and Administrative Services to Administrative Services
within the Administration appropriation.

CAPITAL REQUEST

The agency’s $75.3 million capitai budget, of which $35.9 is GF, includes the following:
e  $48.5 million for Village Sate Water and Wastewater Infrastructure Projects;
e $23.2 million for Municipal Water, Sewage, and Solid Waste Facilities Grants;
o  §3 million for Statewide Contaminated Sites Cleanup;

s $450.0 for Environmental Monitoring and Assessment of Surface Waters (EMAP);
and

s  $200.0 for Environmental Health Lab Deferred Maintenance.
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Department of Fish and Game
All Dollars in Thousands

(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $68,724.6
FY10 Fiscal Notes
CanyForward -
Special Appropriations
Agency Transfers 77.7
10 Contractual Salary Adjustments _[2.5)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $68,799.8 $75.2 0.1%
One-time items removed {77.7)
Transfers between Agencies {nels zero statewide) -
FY11 Coniractual Salary and Health increases 89.5
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $68,811.6 $11.8 0.0%
FY11 Governor's GF Increments/Decrements/Fund Changes 816.6
FY11 [Governor's Request {GF only) $69,628.2 $816.6 1.2%
A J . Ch
FY11 Governor's Increments, Decrements and Fund EY11 Fa::\1g1e;:;m
Changes FY11 Adjusted | Governor's | Base to FY11
Base Budget |Request (GF] Governor's
(GF Only) only) Request Seae Note:
Allocation $816.6
Commercial Fisheries 42,926.8 43,056.8 130.0 3
Wildlife Canservation 4,896.4 5,383.0 486.6 2
State Subsistence 2,000.1 2,200.1 200.0
Change from
FY11 Adi
Non-General Fund Agency Summary EY11 Base ta FY11
FY11 Adjusted | Governor's | Governor's
Base Budget Request Request Soe Note:
Other State Funds (all allocations) 55,584.5 58,147.5 2,563.0
Federal Funds (ali allocations} 56,838.9 60,783.9 3,945.0 1
Total Non-General Funds (all aliocations) $112,423.4|] $118,931.4 $6,508.0
Position Changes (From FY10 Management Plan to Gov} 1,737 1,737 o
PFT 912 912 -
PPT 760 760 -
Temp 65 65 -
Governor's Capital Request (Sé::ti zl:::f) F:::;:' Total See Note:
Planning and Research 1,830.0 15,825.0 17,7550
Maintenance and Repairs 700.0 - 700.0
Remodel, Reconstruction and Upgrades 1,150.0 - 1,150.0
New Consiruction and Land Acquisition 1,625.0 2,325.0 3,950.0
Equipment and Matertals - -
Information Systems and Technology 2500 - 250.0
Other - 7,600.0 7,500.0
TOTAL CAPITAL $5,655.0 $25,650.0 $31,305.0
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Department of Fish and Game

The Department of Fish and Game (ADF&G) is charged with protecting and improving the fish,
game, and aquatic plant resources of the state, and managing their use and development in the
best interests of the economy and the people of the state, consistent with the sustained yield
principle. .

Core Services:

Goals:

e Provide opportunity to utilize fish and wildlife resources;

¢ Ensure sustainable and harvestable surplus of fish and wildlife resources;
¢ Provide information to all customers;

¢ Involve the public in managemént of fish and wildlife resources; and

e Protect the state's sovereignty to manage fish and wildlife resources.

¢  Optimize habitats and economic benefits from fish and wildlife resources;
¢ Optimize public participation in fish and wildlife pursuits; and

¢ Increase public knowledge and confidence about management of fish and wildlife.

SIGNIFICANT ISSUES

The FY11 Department of Fish & Game general fund operating budget submitted by the Governor
is $67,628.2. This is $816.6 above the FY11 Adjusted Base. The following notes correspond to
the numbers in the last column of the preceding spreadsheet:

1.

Wildlife Conservation: $3.5 million Federal Funds. An increment of
$3.5 million is requested to expand field research and wildlife population surveys and to
replace funding from two FY07 and FY08 general fund capital appropriations that have
been used to fund operating projects for the division. The capital appropriations totaled
$3.6 million and will be 85% expended by the end of FY10. According to the
Department, the increased effort by regional biologists over the past two years can be
maintained in FY'11 if this increment is approved.

Legislative Fiscal Ana{yst Comment: Federal excise.1axes on ﬁrearms -and ‘ammunition
u[are distribited. annually 10 states for: propagatlon and management of wildlife. ~Betiuse
nat:onal sales of fireavins and-animunition: increqsed dramarzcally durmg the past. ﬁ«velv

nonths, the Department has received. anecdotal mformatzon regardmg potentzal recezp
of an addmonal $5-t0.87 miillion ﬁ'om the federal P:ttmarLRobertson Wzldhfe Restoratzon
:Trusr Fund duving the next. wo years (F Y1l and FY. 12} More con.servaz‘zve estzmates of

ture: appomonmeni‘s from the Trust ‘Fund published by the ULS. Fish-& Wildlife Service
in Jinuary 2009 are depicted iri the fable below!

;Untll FY06, Wildlife. Conservaaon was funded primarily from j%deral - funds and the Fish
& Game Fund. - Increased program .emphasts On_interisive, mdnagemént fleld work’ 10
dddress. dechmng moose and: caribou ‘populations along with: declining Fish & Gani

Yund revenue from non-resident licenses,and.taps resulted in requests for-GF. Since
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FY06 general funds have.increased from $1.3 million (4% of the budget) to $6:2 million
Y15% of the budges)!

Based -on published revenye.estimates, the increment requested by the Departmént may
?)e unsustainable vnless the-salé of ammo and fi f rearms stays at an elevated level 'If sales
return to’ h:storzcal levels, another fundmg source mdy bé needed to maintaini ex, anded
Services requested inthe Governor’s *budget, or services may have to be curtailed

[Alaska’s Pittman/Robertson Fund (PR} Fund Apportionment (1} &(2) (Authorized Gov's Reqg | — ___Projectad (3) 1
SFY10 SFY11 SFY12 SFY13 SFY14 SFY15 |
Current Year Pittman Robertson Revenue 14,243.0| 15,279.6 14,427.8 13,617.8 12,507.5' 11,5973
PR funding remaining from previous year 1,975.8 4, 646.5 4,853.8 4,209.3 2,754.6 489.8
Total Avaitable PR Revenue 16,218.8] 19,9261 19,251.6 17,826.9 15,5621 12,4871
Projected Expenditures 11 .572.3' 15072.3 15,072.3 15,072.3; 15,072.3 15072.3
Revenue less Expenditures (4) | 4,646.5|] 4,853.8 4,209.3 | 2,754.6 489.8 | (2,585.2)

{1} ADF&G uses the prior year FFY appartisnment for the following state fiscal year.

{2} Projected apportionments based on LISFWS table for SFY11-13. Amount for apportionments times 4.2%. Example; 363,800 x 5% from FFY40, planned for
ADF&G use in FY11,

{3) Projected expenditure authorization for FY11 based on Govemor's FY11 Budget Request. SFY 12 & 13 projected at FY11 level,

{4) Numbers noted as "Revenue less Expenditures® continue 1o be available to ADF&G as each apportienment has two years (o be obligated.
2. Wildlife Conservation: $486.6 (UGK). wildlife conservation is requesting
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two UGF increments for the following items:

e Intensive Predator Management: $250.0 UGF. This increment will fund focused
predator management for three game management units (GMU) identified by the
Board of Game under the Intensive Management statute. Costs of recent field
operations for predator control were between $100.0 and $125.0 for a two to three
week effort. Three operations are planned for FY11, each necessitating helicopter
support costs between $50.0 and $100.0.

o Endangered Species Act Listings Coordination: $236.6 UGF. This increment
allows the state to become more involved in aspects of the federal Endangered
Species Act (ESA) process. Once a decision is made to list a species, the ESA
specifies that critical habitat must be designated. Making a designation requires
balancing biologic needs associated with species recovery against economic issues.
A recovery plan must be prepared that specifies recovery objectives and research
needs.

Commercial Fisheries, Westward Region Fisheries Mgmt.: $130.0

(UGF). The Department is requesting replacement of federal receipts that are no longer
available for the Yukon River Chinook stock ID project. The project applies genetic stock
identification to Chinook salmon fishery harvests by collecting and analyzing fish from
commercial, subsistence, and test fisheries throughout the mainstream Yukon River.
Samples from lower river commercial and/or test fisheries will be analyzed in-season.

The primary application of this information is to determine the proportion of Canadian-
origin Chinook salmon in fishery harvests in the U.S. waters of the Yukon River, which
has ramifications for the management of fisheries both in the U.S. and Canada; there are
treaty-defined goals for passage of Chinook salmon into Canada. Further, knowing the
abundance of Canadian-origin Chinook salmon in-season can improve management
decisions made during the fishing season. These data are also used to construct brood
tables and make run size projections.
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Other Item of Interest: Use of Loan Funds. The Department of Commerce,
Community, and Economic Development remains concerned about the long-term health of the
Commercial Fisheries Revolving Loan Fund (CFRLF), which the Department of Fish and Game
has used as a funding source for several years. Because loan interest rates are linked to the prime
rate, and prime rate has fallen to an all-time low, fund income is in decline. Continuing to
withdraw money from the loan fund for purposes not related to lending will eventualily limit the
ability to make loans. Subcommittees may wish to replace $1.3 million of CFRLF receipts used
by the Department of Fish and Game with unrestricted general funds. However, it should be
noted that the CFRLF has received $3.1 million in direct payments from assignments of Exxon
Valdez Oil Spill (EVOS) settlements and another $2.7 million is expected this fiscal year.

Legislative. Fiscal Analjzst ‘Commtenit:: ‘Beginning i EYTL, ‘use of ' CFRLF “receipts . by . the

if)epartment will appear as general fund expendztur 5 The recezpts were added to past budgen%
preczsely because they. used to appear as other ﬁmds Perhaps now Jfhat CFRLF receipts will
be..counted as- GF expendztures a fund. source change 10, unrestrzcred general funds “willtbe. easiei
to' écomplzsh B" the CéF'RLF has a surplus balance now or i, the future rhe funa’ Should szmply
!{ransfer'l 1
thase speczf‘ ed bnstatute]

ORGANIZATIONAL CHANGES

The Division of Commercial Fisheries has been consolidated into a single appropriation called
Commercial Fisheries. This means that SE Region, Central Region, Alaska Yukon Kuskokwim
(AYK) Region, Westward Region, Headquarters and the Special Projects allocations will no
longer be separately identified in the budget. According to the Department, this change will
significantly streamline administrative functions.

CAPITAL REQUEST

The Department of Fish and Game requested twelve capital projects totaling about $31.3 mallion
(34.3 million UGF; $1.4 million Other Funds, and $25.7 million of Fed Repts). The major
projects are highlighted below:

s Pacific Coastal Salmon Recovery Fund: $15.0 million Fed Repts. The Alaska
portion of the Pacific Coastal Salmon Recovery Fund (PCSRF) federal appropriation
is estimated to be $15.0 million. Funding comes to the state through a Memorandum
of Understanding in which the U.S. Department of Commerce designates the Alaska
Department of Fish and Game as the program manager. This program seeks to
manage salmon populations for sustainability.

s Statewide Employee Housing Infrastructure Needs/Upgrades: $850.0 UGF. This
funding is requested for specific housing projects to address the Department’s most
critical employee housing needs. Depending on the location and local conditions, the
Department will either construct and purchase pre-fabricated housing units, or
purchase and modify existing structures in various communities.

e Sport Fish Recreational Boating Access: $775.0 F&G Funds, $2.325 million Fed
Repts. This annual request authorizes the Division of Sport Fish to continue to
construct and upgrade boating and sport fish access facilities statewide from funds
comprised of 75% federal assistance and 25% Fish and Game Fund state match,
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Projects include boat launches, mooring floats, parking lots, restrooms, fish cleaning
facilities, and other facilities for recreational boaters.

e Facilities, Vessels, and Aircraft Maintenance, Repair and Upgrades: $700.0
UGF. This request provides funding for repair, maintenance and renovation of
Department facilities statewide and vessel and aircraft repair and maintenance. This
18 an annual ongoing request. '

e Statewide Storage/Shop Facilities Upgrades: $700.0 UGF. This request provides
funding to upgrade/replace many of the Department’s old and deteriorating enclosed
secure storage and similar facilities with new code compliant and low maintenance
types of structures.

* Endangered Species Act Listed Marine Mammals Research: 8$150.0
UGF/Match; $450.0 Fed Repts. This project leverages federal grant opportunities to
conduct research that will expand the state’s knowledge base of the Endangered
Species Act (ESA) listed marine mammals in Alaska to ensure appropriate
implementation of the ESA with minimal burden on resource development activities.

* Genetic Analysis: $750.0 UGF. This project funds continued studies using genetic
stock identification to identify the stock composition of Western Alaska chum and
sockeye salmon fisheries. This is the second half of a request for $1.5 million
submitted in FY10 and the Department contends that this funding is necessary to
complete the project’s objectives.

* Kodiak Warehouse/Compound Upgrades: $450.0 UGF. This request funds
improvements to the design of the Department’s Kodiak warehouse. It will allow
upgraded siding, garage doors, windows and other improvements.

The remainder of ADF&G’s request includes seven projects totaling $791.0 in the areas of
software development, salmon assessment, and interagency cooperation resources.

Page 100




1708

Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

THIS PAGE INTENTIONALLY LEFT BLANK

Page 101




1709

Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

Office of the Governor
All Dollars in Thousands

{GF Only) Change % Change | Ses Note:
FY10 Conference Committee (GF Only) $22,485.0
FY10 Fiscal Notes -
CanyForward 3,967.0
Special Appropriations -
Agency Transfers -
10 Contractual Salary Adjustments -
Misc Adjustments -
Vefoes -
FY10 Management Plan {GF only) $26,452.0 $3,967.0 17.6%
One-time ltems removed (3,867.0)
Transfers beftween Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 3094
Misc Adjusiments -
FY11 Adjusted Base Budget (GF only) $22,794.4] (83,657.6) -13.8%
|FY1 1 Governor's GF Increments/Decrements/Fund Changes 10,345.0
FY11 [Governor's Request {GF only) $33,139.4] $10,345.0 45.4%
v '
F¥11 Governor's Increments, Decrements and Fund FY11 Cr::a}'[l15!1e‘;:|c!m
! )
Changes FY11 Adjusted| Governor's | Base to FY11
Base Budget |Request {(GF| Governor's
(GF Only) only) Request See Note:
Allocation $10,345.0
AK Resources Marketing and Development - 6,500.0 6,500.0
Elections 3,285.0 7,130.0 3,845.0 2
Change from
FY11 Adj
Non-General Fund Agency Summary EY1 Base to FY11
FY11 Adjusted | Govermnor's | Governor's
Base Budget Request Request See Note:
Other State Funds (all allccations) 849.1 849.1 -
Federal Funds (all allocations) 189.9 189.9 -
Total Non-General Funds (all aliocations) $1,039.0 $1,039.0 $0.0
Position Changes (From FY10 Management Plan to Gov) 179 208 29
PFT 156 156 -
PPT - - -
Temp 23 52 29
Governor's Capital Request (sé:ti Zl:::f) F:ud:‘;':l Total See Note:
Planning and Research - - -
Maintenance and Repairs - - -
Remodel, Reconstruction and Upgrades - - -
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology 123.8 - 123.8
Other 1,131.5 - 1,131.5
TOTAL CAPITAL $1,255.3 $0.0 $1,255.3
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Office of the Governor

The Governor’s Office is responsible for the operation of the executive branch of Alaska State
government, with fiscal and policy duties conferred by the Alaska Constitution and statutes. The
Governor also oversees the Alaska State Commission for Human Rights, Redistricting Planning,
the Office of Management and Budget, and the Division of Elections.

SIGNIFICANT ISSUES

The FY11 Office of the Governor general fund operating budget is $10,345.0 above the FY11
Adjusted Base (all in Unrestricted General Funds (UGF)). This change is due to three Division of
Elections’ increments and one language section for in-State Natural Gas Pipeline Development.
Significant issues are highlighted in the notes below and correspond to the numbers in the last
column of the preceding spreadsheet.

1.

Resource Marketing and Development In-State Natural Gas
Pipeline Development: $6.5 million AHCC (UGF). The Governor

requested an increment to continue work related to the development of an in-state natural
2as pipeline. The increment addresses several projects:

e $2.25 million for completion of the pipeline right-of-way permitting effort;

+ $500.0 for completion of the cost-of-service cost estimate for the stand alone pipeline
project;

¢ $3.5 miliion to gather detailed engineering data which will become the basis for the
future detailed engineering design of the project; and

s $250.0 for preparation for the sale of the In-State plpelme asset to a future pipeline
company.

Legislative :Fiscal " Analys
?ppropnately plac Ces: .
fom the. Governor,s Qﬁ‘ice is unlzkely to.charnge wihiat is.done or the cost of domg it

Elections: $3,845.0 (UGF). The Governor requested the following three
increments:

o $3693.8 to conduct the statewide primary and general elections (includes the
addition of 29 temporary positions);

e $77.2 for purchase of redistricting equipment to enable staff training prior to the
FY12 redistricting plan implementation; and

¢ $61.0 for increased annual costs of Regional Educational Attendance Area (REAA)
and Coastal Resource Service Area (CRSA) elections (primarily due to increased
postage rates and printing costs). A $13.0 increase for annual optical scan
maintenance is included in the transaction.

Legtslatwe Frscal Analyst Commerit: The. requests associated with, pnmmy and generm
re%:!‘ectzons dre about 7% lugher than.a szm:lar request for FY(9 elections." This amount is
consisient with salaiyand othér costincredses since KY09

Page 103




1711

Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

The Governor’s Office FY11 capital budget contains two projects related to the Division of
Elections.

o §1,131,500 (Election Fund}-Elections Reform under the Federal Help America Vote
Act (HAVA). The funds will be used to improve the administration of elections.
Funding includes $56.5 of general fund match.

e $123,800 (GF)»-Division of FElections Technology Refresh. This project funds
replacement of personal computers and sofiware updates. Project backup indicates
the intent to schedule a similar project every four years, concurrent with each
gubernatorial term of office.
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All Dollars in Thousands

Department of Health and Social Services

(GF Only) | Change % Change | See Note:
FY10 Conference Committee (GF Only} $915,500.9{
FY10 Fiscal Notes 280
CaryForward 40.0
Special Appropriations {15,855.0)
Agency Transfers 600.0
10 Contractual Salary Adjustments (214.7)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $900,099.2| ($15,401.7) -1.7%
One-time fems removed (3,298.5)
Transfers between Agencies (nets zero statewide) (305.0)
FY11 Conlractual Salary and Health Increases 81.3 £0.0
Misc Adjustments -
FY11 Adjusted Base Budget {GF only) $896,577.0] ($3.5222) -0.4%
[FY11 Governor's GF increments/Decrements/Fund Changes 54,449.0
FY11 [Governor's Request {GF only) $951,026.0] $54,449.0 6.1%
A}
FY11 Governor's Increments, Decrements and Fund Change from
: FY11 FY11 Adj Base
Changes FY11 Adjusted| Governor's to FY11
Base Budget |Request (GF| Governor's
{GF Only) only) Request See Note:
Allocation $54,449.0
Behavioral Health Medicaid Services 51,040.9 56,474.1 5,433.2 1
Behavioral Health Grantg 26,6881 28,9914 2,293.3 3
Services for Severely Emotionally Disturbed Youth 11,245.2 12,345.2 1.100.0 7
Front Line Social Workers 25,016.9 26,872.2 1,855.3 4
Family Preservation 5,798.8 7,148.8 1,350.0 6
| [Adult Preventative Dertal Medicaid Services (185.2) 2,873.2 2,688.0 1&2
Health Care Services/Medicaid Services 181,688.4 189,116.1 17,427.7 1
Senior Benefits Payment Program 19,623.5 20,473.5 850.0 9
Nursinrg 20,6794 21,679.4 1.000.0 8
Senior and Disabilities Medicaid Services 131,803.9 144 987.8 13,183.7 1
Information Technology Services 6,428.2 7,901.2 1.475.0 5
Al Other Increments 416,740.9 422,163.3 5,792.8
Change from
Non-General Fund Agency Summary FY11 FY1tL,;$1liase
FY11 Adjusted| Governor's Governor's
] Base Budget Request Request See Note:
Other StateEunds {all allocations) 86,237.9 86,498.1 260.2
Federal Funds (all allocations) 1,073,022.4] 1,109,794.4 36,772.0 1
Total Non-Genera! Funds (all allocations) $1,159,260.3] %$1,196,292.5 $37,032.2
1
Position Changes (From FY10 Management Plan to Gov) 3,690 3,667 (23)
PFT . 3,474 3.469 (5}
PPT 93 93 0
Temp 123 105 {18)
. . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
|Planning and Research - - -
Maintenance and Repairs 8,300.0 20.0 8.020.0
Remodel, Reconstruction and Upgrades 10,930.0 - 10,930.0
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $18,930.0 $20.0 $18,950.0
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Department of Health and Social Services

The Department of Health and Social Services (DHSS) promotes and protects the health and
well-being of Alaskans through the following core services:

provide the highest quality of life in a safe home environment for older Alaskans and
veterans;

manage an integrated and comprehensive behavioral health system based on sound
policy, effective practices, and open partnerships;

promote safe children and strong families;
manage health care coverage for Alaskans in need;

hold juvenile offenders accountable for their behavier, promote the safety and
restoration of victims and communities, and assist offenders and their families in
developing skills to prevent crime;

provide self-sufficiency and basic living expenses to Alaskans in need;
protect and promote the health of Alaskans;

promote the independence of Alaskan seniors and persons with physical and
developmental disabilities; and

provide quality administrative services in support of the department’s mission.

SIGNIFICANT ISSUES .

The FY11 Department of Health and Social Services’ general fund operating budget submitted by
the Governor is $54,449.0 above the FY11 Adjusted Base [$53,776.5 Unrestricted General Funds
(UGF)/$672.5 Designated General Funds (DGF)]. Significant issues are highlighted in the notes
below and correspond to the numbers in the last column on the preceding spreadsheet.

The largest general fund increases in this year’s budget are for:

-

-

Medicaid growth—3$36.2 million;

Behavioral Health Grants for alcohol, substance abuse, and mental health
treatment—$2.3 million; and

Family Preservation for settlement of a lawsuit (Curyung and Ekwok tribes vs. State)
and foster parent training—§1.4 million GF.

A few general fund increases are attributable to decreases in federal and interagency receipts
(resulting in the need for general funds to replace lost funding in order to maintain service levels):

Front Line Social Workers—the FY11 cost is $1.9 million in GF; and
Information Technology—the FY11 cost is $975.0 in GF.

1. Medicaid Growth: $36.2 million UGF. Medicaid growth-related increases
appear in the Behavioral Health (BH), Adult Preventative Dental Medicaid Services,
Health Care Services (HCS), and Senior/Disabilities Medicaid appropriations. The
Department states that Medicaid cost increases are based on historical trends in spending,
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population, utilization, provider reimbursement rates, and federal financial participation.
The Department’s Medicaid growth funding requests are included in the following
allocations:

Legzslatzve Fiscal Analyst Comment: Based on “the FY11 increment for the Medzcazd
J[Progmm the leg:slature -should not be Surpnsed to sée q supplemental fundmg Feques
for Medicaid growthin FYI0

Page 108

Behavioral Health/Medicaid, $5.4 ‘million UGF: This increment request is
intended to maintain behavioral health services for those persons with serious
behavioral health problems. The three types of services provided by BH/Medicaid
are inpatient psychiatric hospitals, residential psychiatric treatment, and outpatient
behavioral health services. Behavioral health services play a major role in the Bring-
the-Kids-Home initiative.

Approximately 12,000 clients (9% of all enrollees in Alaska’s Medicaid program)
receive Medicaid services for serious behavioral health issues.

Health Care Services/Adult Preventative Dental Medicaid, $256.4 UGF: The
funding request is for maintaining restorative and preventative dental services for
Medicaid clients. The program provides most routine restorative dental services
including exams, cleanings, tooth restoration or extraction, and upper or lower full
dentures. Approximately 7,336 adult clients received preventative and restorative
dental services in FY09 through this program.

Health Care Services/Medicaid, $17,330.2 UGF: To maintain the current level of
Medicaid core services, the Department is requesting funding to pay for a projected
cost increase of 2.1% in FY11l. HCS/Medicaid Services can be grouped into the
following areas:

o Direct Services are provided to the client and processed through the Medicaid
. Management Information System (MMIS). The diverse mix of services includes
inpatient and outpatient hospital, physician, health and surgical clinic,
prescription drugs, adult dental services, durable medical equipment, and
prosthetic devices, among others;

o Non-MMIS services payments for insurance premiums (Medicare), contracts for
Medicaid operations, and supplemental payments to hospitals for uninsured and
uncompensated care (Disproportionate Share Hospital Program or DSH); and

o Medicaid Financing Services for activities to maximize federal funding.

The Health Care Services’ Medicaid allocation provided benefits for approximately
122,926 clients (6,374 more than FYO08) at an annual cost of $4,665 per person in
FY09 (latest data).

In FY09 the percentage of Medicaid benefits went to the following groups in the
following percentages: 44.0% to children, 24.8% to disabled adults, 21.4% to adults,
5.8% to disabled children, and 4.0% to the elderly.

The State Children’s Health Insurance Program (SCHIP), operated through Denali
KidCare, is also included in the Health Care Services/Medicaid allocation. This
program provides health insurance coverage to uninsured children whose families
earn too much to qualify for Medicaid, but not enough to afford private coverage.
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e Senior and Disabilities Services/Medicaid, $13,183.7 UGF: The budget request is
to maintain the current level of institutional and home and community-based services
for older Alaskans, children who are developmentally disabled, and adults with
disabilities. Some clients reccive care through one of the state’s four Medicaid
Waiver programs that allow clients to be served in non-institutional, home and
community based settings rather than in institutions. Eligible clients receive services
including nursing facility services, personal care services, home and community

- ‘ based waiver services.

The Senior and Disability Services Medicaid allocation provided benefits for
approximately 7,600 clients (200 more than in FY08) at an annual cost of $41,800
per person in FY09 ($2,600 more than FY08). In FY09, benefits went to the
following categories: 54.4% to disabled adults, 41.0% to elderly adults, 4.0% to
disabled children, and the remaining 0.6% of benefits were allocated between adults
and children. Home and community based settings delay entry into an institution and
typically save the state money.

Anticipated FMAP Fund Source Change Reversals—$35-75
million UGF—were NOT Included in the Govermor’s Budget

Request. Federal reimbursement rates for Medicaid are set by the Centers for
Medicare and Medicaid and are outside the confrol of state governments. A state’s
Federal Medical Assistance Percentage (FMAP) rate is based on the state's national rank
of per capita personal income, with a minimum rate of 50%. The amount of federal funds
each state receives for its Medicaid program depends on a complex array of
reimbursement rates, some of which change each October 1st with the start of a new
federal fiscal year.

The federal Stimulus Bill signed in February 2009 authorized a temporary increase in
Federal Medical Assistance Percentage (FMAP) matching funds. Alaska’s FMAP rate
increased from 50.53% to 61.12% (including an unemployment rate bonus) for the period
from October 1, 2008 through December 31, 2010. The rate change affected three-
quarters of state FY09, all of FY10 and the first two quarters of state FY11. Unless an
extension is approved, the general FMAP rate will drop to 50% for the second half of

: 2. Adult Preventative Dental Medicaid Services: $2.6 million UGF.
- This increment is a technical correction to the Govermnor’s budget. A one-time funding
request of $2.6 million GF was approved by the legislature in the FY 10 budget. Because
the Department did not remove the one-time funding from the base budget, the Governor
did not submit an FY11 increment. Legislative Finance removed the funding from the
base, and then added an increment of $2.6 million GF in order to match the Governor’s
FY11 request.
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Eridefinitely. _If approved, the $2:6 million FYI1 GE increment will bécome part of the
base ‘budgerj

3.  Behavioral Health Grants: $2.3 million UGF. The funding is intended to
treat alcohol, substance abuse and co-occurring disorders (i.¢., clients with mental health
and substance abuse issues). The specific budget requests are as follows:

» Specialized Treatment Unit, $1.2 million UGF: By statute (AS 47.37.180-205),
clients can be involuntarily committed for detoxification and residential substance
abuse treatment services. This funding request provides continuation funding for
treatment options for chronic inebriates. One-time funding was provided for a FY10
pilot program for a Secured Treatment Unit at the Salvation Army Clitheroe Center
in Anchorage. These clients are typically the most difficult to serve and use a
disproportionate amount of costly resources (emergency room visits, Alaska
Psychiatric Institute and state correctional institutions) as compared to other client
groups or populations.

e Detox and Treatment Capacity Alternatives to Protective Custody Holds, $518.3
UGF: This funding will continue efforts to develop community detoxification
capacity and treatment alternatives in Bethel, and avoids the high costs incurred by
State correctional institutions for Title 47 substance abuse protective custody holds.

¢ Substance Abuse Treatment for Pregnant Women, $500.0 UGF: This funding is
intended to expand statewide residential treatment capacity for pregnant women,
alleviate travel to Anchorage and Fairbanks, encourage expansion of family-based
treatment models where children can reside at the facility with the mother, and will
allow for expanded intensive after care treatment.

¢ Therapeutic Court — Palmer Mental Health Court, $75.0 UGF: This funding is
requested to maintain co-occurring disorder treatment services for participants at the
Palmer Mental Health Court. Treatment will address underlying mental health and
substance abuse issues that contributed to their contact with the criminal justice
system.

4, Front Line Social Workers: $1.9 million UGF. To maintain service
levels in FY11, the Department is requesting replacement of unrealizable federal funds
and interagency receipts with general funds. The specific budget requests are to:

¢ Replace Disproportionate Levels of Federal Authorization, $900.0 UGF: This
funding is requested to revise an FY06 Front Line Social Work Expansion and Title
IV-E Foster Care increment. The Department indicates that federal receipts routinely
fall short of the original, anticipated funding ratio. The impact was not imumediately
visible due to high position vacancy rates over the years.

» Replace Unrealizable Medicaid School Based Claims, $955.3 UGF: In August of
2008, the Centers for Medicare and Medicaid Services (CMS) conducted an audit of
the Medicaid School Based Administrative (MSBA) claims. This audit resulted in
the denial of CMS reimbursement claims because it was determined that the
Department did not adequately follow the approved plan. Because the CMS will not
be reimbursing the MSBA claims, a fund source change is requested to maintain
services. The GF requested will rtemain in the base budget in future years.

Legtslatwe Fzscal Analyst Camment The. leglslature approved $2 I mzllzon m, G‘F ta
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purpose T The; subcommtttee may wish:to-dsk.the: Department about ‘Corrective.achon
that will make the stdte eligible for, fea'eral reimbursement again)

Information Technology (IT): $1.5 million UGF. The Govemor
requested two fund source changes and increases for software maintenance and rising
centralized IT services costs. The specific budget requests are highlighted below.

Replace Unrealizable Federal Receipts, $750.0 GF: The Department is requesting
funding to replace unrealizable federal receipts that were transferred to this allocation
and indicates that without the funding, shortfalls will occur in the personal services
line.

'Legtslatzve Fiscal Analyst Comment "Theé subcommiitee. may wish tordiscuss why
uncollettible federal authorizationwas: transferred tothis allocatton]

Replace Unrealizable Interagency Receipts, $225.0 GF: This request will replace
(with UGF) unrealizable I/A receipts transferred from IHealth Care Services. The
Department indicates that a cost allocation plan analysis found that Health Care
Services was not charged correctly and continuation of the practice will result in
audit findings.

J‘gegzslatlve Ftscal’Analyst Comment. :The: subcommtttee may wzsh “to. distuss-why
uncolleétible inter-agency. ¥egeint: authomj) wasitransferved 10 thzs dllocdtion

Software Maintenance and Centralized IT Cost Increases, $500.0 GF: This
funding is requested for increased software maintenance and system costs for the
Juvenile Offender Management Information System, the Public Assistance Eligibility
Information System, and Microsoft Enterprise Licensing (server licenses and MS
Office).

Family Preservation: $1.35 million UGF. The increment requests are for
legal settlement costs associated with a lawsuit filed against the state, and to improve the
recruitment and retention of foster parents. The specific budget requests are:

Judgments and Settlements, $1.2 million UGF. The Depariment is seeking
funding for the FY11 settlement costs of a lawsuit filed by four Alaska Native tribes.
The Curyung, Ekwok, Kwinhagak, and Chevak tribes alleged that the state violated
provisions of the federal Indian Child Welfare Act (ICWA) when it (1) failed to
notify the tribe when it took custody of a young tribal member; and (2) failed to meet
placement preferences under ICWA; and (3) failed to provide proper and timely
notice of placement changes for children (who are tribal members} that were taken
from their parents due to abuse or neglect.

Jrl;eglslatlve Fiscal Analyst’ Commentm A -seltlement ‘has been redched between the
1trubal organzzatzons and. the state. The settlement mandates ‘that the state pay $1°2
mzllton in FY10-F¥I2.° An.f‘YOQ Supplemental approprzatlon of 81 3. milliors GF, tg
the Department of Law paid the FY10:settlement amount. - The legislature: can alsq
expect a request of $I 2 mtllton GF from the Department of Health and Sociai
ervices in-the FY12 budget for the final Settlement amount... Procedural - changeg
gwthm QCs, relating 1o the handling of tribal. children, were among other agreed

Foster Parent and Parent Recruitment Training and Support, $150.0 GF. This
funding is requested to recruit and screen potential foster parents and to provide
training and technical assistance to assist in the retention of foster parents.
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7.

Page 112

Services for-Severely Emotionally Disturbed Youth: $1.1 million

UGF. This funding request would provide services, including assessments,
psychotherapy, chemotherapy, case management, and rehabilitation to severely
emotionally disturbed youth (SED), their families, and for youth who are at risk of
becoming severely emotionally disturbed. Specific budget requests are highlighted
below. |

» Community Health Center Outpatient, Emergency Residential Services and
Training, $500.0 UGF. This request will provide funding to community health
centers for innovative programs and training. The intent is to reduce the need to send
youth experiencing serious emotional disturbances to more costly residential care
facilities. Special populations, including children with co-occurring disabilities or
extreme presentations will be targeted.

* Bring The Kids Home — Individualized Services, $300.0 UGF. This funding is
requested for the continued support and care of youth who experience serious
emotional disturbances, but who are not qualified for Medicaid or who need services
not eligible for Medicaid reimbursement. Program cbjectives include avoiding more
costly residential treatment settings through effective interventions within the
family/home.

o Expansion of School-Based Services Capacity, $200.0 UGF. The Governor’s
request will provide funding for two initiatives. The first will track youths returning
to school from residential psychiatric treatment centers and coordinate their transition
to ensure educational success. The second will support evidence-based practice
(Positive Behavioral Support) through pilot projects in the Ketchikan, Juneau, Sitka,
and Dillingham school districts.

¢ Transitional Aged Youth, $100.0 UGF, This funding is aimed at coordinating and
sustaining community-based capacity for transitional aged youth into adulthood to
ensure future productive work or educational activities, Targeted youth include those
who are vulnerable to future needs for mental health, substance abuse, early
pregnancy, or hospital based services, and those who have high potential for
interaction with the criminal justice system.

Nursing: $1.0 million UGF. Funding is designed to maintain and stabilize the
costs of public health nursing grantee services. Public health nurses deliver essential
clinical and community-based services to prevent and protect against infectious and
chronic diseases.

¢ Maintain and Stabilize Public Health Nursing Grantees, $1.0 million UGF. This
budget proposal would increase funding for four public health grant recipients
(Municipality of Anchorage, Norton Sound Health Cormporation, North Slope
Borough, and the Maniilag Association). The Department indicates that the three
northern region grantees serve approximately 23,439 people living in 31 villages.
The Municipality of Anchorage serves approximately 42% of the state population.

The rising costs of salaries, travel, and overhead have adversely affected the number
of nurses employed by the four public health grantees. The number of public health
grantee nurses has decreased from 48 in 2003 to 29 in 2010, according to the
Department.
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9. Senior Benefits Payment Program: $850.0 UGF. The senior benefit
payment program provides a cash benefit to sentors (based upon income levels up to a
maximum of 175% of the federal poverty level).

This request for funding is based on a projected 4% caseload increase in FY11. The
Department indicates that over 7,000 seniors have been successfully transitioned from the
previous state SeniorCare program, which expired in June of 2007, to the new Senior
Benefits program. In FYQ9, program caseloads reached a high of 9,886 seniors, with the
increase attributable to outreach efforts that made seniors more aware of the program,
according to the Department.

In the FY 10 Governor’s request, the Department recommended a $500.0 reduction in
Senior Benefits because enrollment and expenditures for the new program were lower
than initially projected. The FY10 decrement was increased by an additional $221.9
during the 2009 legislative budget deliberations for a total of $721.9, with recognition
that funding may need to be restored to meet future caseload needs. In FY1l, the
Department projects that program enrollment will reach 10,448. This projected estimate
falls in line with the caseload estimate that was projected when the new program was

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL BUDGET

DHSS has proposed a total capital budget of $19.0 million, which is comprised of $18.6 million
UGF, $20.0 in federal receipts, and $300.0 in MHTAAR funding. All of the Department’s capital
budget requests involve deferred maintenance, renovations, repairs, and remodels of facilities.
The diverse mix of projects include the Johnson Youth Center and grantee facilities, renovations
of housing for persons with special needs, updating the Anchorage Assets building in preparation
for transfer to the non-profit Assets, Statewide Pioneer Homes upgrades, and maintenance of 44
state-owned facilities including health centers, youth facilities, behavioral health facilities, and
the Pioneer Homes.

Highlights of the Department’s capital budget are described below:;

¢ Johnson Youth Center Renovation and Remodel — Safety and Security Needs,
Phase 1 of 3, $9.9 million UGF. The Department is re-submitting a capital budget
request (that was not approved last year) to renovate and remodel the Juneau Youth
facility. The Johnson Youth Center is located in Juneau and is the state’s fourth oldest
Center. According to a Department 2007 assessment study, threats to safety and security
in this facility are a result of aging infrastructure, overcrowding, and a population with a
high incidence of behavioral health issues. The original structure was designed to be a
women’s prison and is 30 years old and, according to the Department, needs safety and
security issues addressed in order to expect positive results from the youth and staff.
Examples of deficiencies include antiquated door locking systems, non-compliant cells,
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unsafe utilization of existing space, and design flaws that prevent secure supervision of
the residents.

¢ Pioneer Homes Deferred Maintenance, Renovation, Repair and Equipment — $4.0
million GF. This request addresses ongoing and deferred maintenance needs of the six
state-owned and operated Pioneer Homes in Ketchikan, Sitka, Juneau, Anchorage,
Palmer, and Fairbanks. The homes have a combined capacity of over 600 residents.

A 2008 audit of Department-owned buildings identified $8.3 million in priority deferred
maintenance needs. A priority listing has been created using ratings of urgency, fire life
safety, security, building integrity, and mission efficiency. As the Department noted,
once the deferred maintenance issues are resolved, ongoing annual investments would be
needed to address the normal repairs and maintenance needs or the deferred maintenance
backlog will continue to grow.
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All Dollars in Thousands

Department of Labor and Workforce De\}elopment

{GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $63,695.0
FY10 Fiscal Notes -
CarryForward 410.0
Special Appropriations -
Agency Transfers 40.5
10 Contractual Salary Adjustments (32.9)
Misc Adjustments -
Veltoes -
FY10 Management Plan (GF only) $64,112.6 $417.6 0.7%
One-time ltems removed {4,450.3)
Transfers between Agencies {nets zero statewide} -
FY11 Contraclual Salary and Health Increases 191.5
Misc Adjustments -
FY11 Adjusted Base Budget {GF only) $59,853.8 ($4,258.8) -6.6%
{FY11Governor's GF Increments/Decrements/Fund Changes 4,996.5
FY11 Governor's Request (GF anly) $64,850.3 $4,996.5 8.3%
v
FY11 Governor's Increments, Decrements and Fund Chango from
! FYt1 FY11 Adj
Changes FY11 Adjusted | Governor's | Base to FY11
Base Budget |Request (GF| Governor’'s
(GF Only} only) Request See Note:
Allocation $4,996.5
Labor Market information 1,443.7 1,491.2 47.5
Workers Compensation 5,078.7 5,165.2 855
Employment and Training Senvices 2,195 1,243.2 {948.3) 1
Workforce Investment Board 301.7 386.7 85.0
Business Services 11,026.9 12,701.8 1,674.9 2
Kotzebue Tech Operations Grant 1,450.2 1,536.3 86.1
SW AK Voc Educ Ctr Ops Grant 478.4 5071 287
Yuut Learning Ctr Ops Grant 850.2 936.3 §6.1
NV Ak Career & Tech Center 683.4 7121 28.7
Deita Career Advancement Center 2834 3121 287
New Frontier Vocations Tech 188.9 208.1 19.2
Construction Academy Training - 3,500.0 3,500.0 3 .
Independent Living Rehab 918.3 988.3 70.0
Alaska Vocational Tech Center 9,236.6 9,441.0 204.4
Change from
Non-General Fund Agency Summary Y11 Ba‘;\:;?:‘:f"
' FY11 Adjusted | Governor's | Governor's
Base Budget Request Request | See Note:
QOther State Funds {all allocations) 26,400.5 26,620.5 220.0
Federal Funds (all allocations) 87,679.8 98,773.7 11,0903.9 1
Total Non-General Funds {all allocations) $114,080.3) $125,394.2 $11,313.9
1
Position Changes {(From FY10 Management Plan to Gov) 983 986 3
PFT 846 847 1
PPT 117 117 -
Temp 20 22 2
. . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research - - -
Maintenance and Repairs 1,000.0 - 1,000.0
Remodel, Reconstruction and Upgrades - - -
New Construction and Land Acquisition 3,139.0 - 3,138.0
Equipment and Materials 600.0 1,312.7 1,9127
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $4,739.0 $1,312.7 $6,051.7
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Department of Labor and Workforce Development

The Department of Labor and Workforce Development (DOLWD) is responsible for providing
safe and legal working conditions and advancing employment opportunities. It has also been
charged with developing a statewide training program for an Alaskan workforce capable of
managing, constructing, operating, and maintaining a gasline. To accomplish these goals the
Department provides the following core services:

¢ employment assistance,

¢ training and education;

s workforce and economic development;

= injured worker and unemployment compensation;

* statutory and regulatory assistance and enforcement; and

« assistance to people with disabilities to obtain and maintain employment.

SIGNIFICANT ISSUES

The FY11 Department of Labor and Workforce Developinent’s general fund operating budget
submitted by the Governor is $4,996.5 above the FY11 Adjusted Base [$3,339.2 Unrestricted
General Funds (UGF)/$1,657.3 Designated General Funds (DGF)]. Significant issues are
highlighted in the notes below and correspond to the numbers in the last column on the preceding

spreadsheet.

1. Workforce Development Employment and Training: Replace

$948.3 of UGF with Federal Reed Act Funding. Labor’s budget request
replaces $948.3 of UGF with Federal Reed Act funding. Labor is requesting that $717.5
of the “freed up” general funds be spent in other allocations (see fable below) and
requests a decrement of $230.8 in this allocation.

Budget Request Associated with Reed Act Funding Increment
Employment and Training Services Allocation

Total
UGF Fed |Change|
Federal Reed Act Increment 948.3 948.3
General Fund Decrement -230.8 -230.8

UGF Transfers to Other Allocations

Workforce investment Board -85.0 -85.0
Labor Market Information -47.5 -47.5
Business Services -585.0 -585.0
Total Transfers -717.5 -717.5
TotalBudget'Reguest: 794853 | 0.0
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Legislative Fiscal AnalystComment: Accordmg to' the Department this fully e:rpends
lcwaru'able federal Reed Act funding; which will need to_be replaced.in. FY12 in.order to
mamtam servzcesl

Workforce Development Business Services: $585.0 UGF; $1,089.9
State Training and Employment Program (STEP) Funds (DGF).

The following two increments are requested in Business Services:

$585.0 of UGF is requested‘ to support part of the Department’s Gasline
Training Program. The increment is intended to provide:

o training for at least 70 apprentices at Regional Training Centers and rural
campuses for registered apprenticeships in gasline related occupations ($180.1);

o funding for cooperative training agreements with business and industry for
registered apprentices and on-the-job training for approximately 125 workers
($321.7); and

o funding for Division of Business Partnership’s staff assigned to assist in
development of this project ($83.2).

Legislative: Ftscal ‘Analyst Comment idn. FY10, the legtslature approved one—nme

undmg ~for this Item Thzs request would make. ~fundmg for othet gasline., iviining
DECErANDart of the base budg _J

The $1,089.9 of STEP Funds (DGF) requested for workforce training will fully
obligate available STEP funds. The funds will support grants for workforce training
to advance the Department’s overall goal of maximizing the number of Alaskans
employed in skilled occupations. The Department projects that this increase will
provide training opportunities to an additional 325 Alaskans.

mzllwn wkzch wzll reduce the STE‘P funa’ balance fo zero STEP funds avazlabl _
’F’YI 2 are expected to-be-about $3 Simillion-less than hé amount reguested in Fi YJI
Accordmg to the Department Spendmg the balance of the ﬁmd will riot.credie 4 need
for replacement funding; training opportwiities will be reduced)

Eegtslattve Fiscal Analyst “Comment: - Based. on, projections recéived: from thg
Department; it -appears that several. of Labors ﬁnds are bemg rexpended at: an
'unsustamable rate (i.e. annual ; expendztures exceed: ‘estimated - revenue) The
%egzslature may -want to explore the ramzﬁcanons of continiiing this irend. For ioré
Yetails. please-see the following table
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Department of Labor and Workforce Development
Fund Balances
FY10 FY11*
: F¥10 | Changein FYi1 Change in
FY09 Year Projected | Year-End Projected | Year-End

End Year-End | Balance Year-End |Balance (11
Fund Balance | Revenue | Expenditures | Balance § (10 1o 09) Revenue | Expenditures | Balance fo 10)
Secand Injury Fund 5,646.2 | 3.500.0 3977.9] 51683 (477.9) 3,500.0 397791 48904 {477.9)
Fishermen's Fund 11,709.9] 1.000.0 1,618.6 ] 11,091.3 (818.6) 1,000.0 1,618.6 | 10,472.7 (618.6)
Waorker Safety & o . R
Compensation Account 12,6458 | 7.800.0 86431 | 11,6027 ] {1.043.1) 7.600.0 8,643.1 | 10,5659.6 {1,043.1)
Workers' Compensation .
Benefits Guaranty Fund 1,026.7 450.0 280.0 | 1,196.7 170.0 450.0 280.0 ] 1.368.7 170.0
Training & Building B
Fund 207.4 800.0 800.0 2074 0.0 800.0 800.0 2074] -* 0.0
State Training & . . ;
Employment Program 5,961.7 { 6,500.0 8.935.9] 35258 (2,435.9) 6,500.0 10,025.8 0.0] -(3.525.8)
Technical Vocational ' . .
Education Program 1,683.4 1 9.7500 994331 1,4001] ° {(193.3}) 9,750.0 10,800.1 250.0 (1,150.1)
Building Safety Account 22681 21854 1,942.7 469.5 242.3’ 2,185.4 1,842.7 712.21 - '242.7
Small Business _ o
Enterprise Fund 122.2 143.3 2000} B65.5 |. {56.7} 143.3 200.0 a8) ¢ (56.7)
Randolph Sheppard h B
Small Business Fund 2222 74.0 125.0 171.2 (51.0) 74.0 125.0 120.21 .. (81.0)
*FY¥11 projections provided by the Department of Labor and Warkforce Development.

3. Construction Academy Training: $3,500.0 UGF. The Alaska
Construction Academy received funding in the capital budget in FY07 and FYO08, and in
FY09 and FY10 funding was moved to the operating budget and appropriated as one-
time items. This request will provide on-going funding for this program in the
Department’s base budget. The Department states that an aging workforce and lack of
available training opportunities for young Alaskans leave the construction, mining,
transportation, and energy industries with a significant shortage of skilled workers. It
contends that the shortage can be remedied in part through continuation of this program.

ORGANIZATIONAL CHANGES

There are no significant organizational changes requested.

CAPITAL REQUEST

The Department of Labor and Workforce Development’s capital budget totals $6,051.7, of which
$4,739.0 is UGF. These projects are:,

* Alternative Energy Training Facility Expansion: $1,139.0 UGF. Expand the
Industrial Electricity training facility to add wind turbine and hydro training
programs.

o Fairbanks Pipeline Training Center Utilities and Equipment Purchase: $2
million UGF. This request will fund the extension of sewer and water utilities to the
central facility site, a heat recovery and ventilation system for the welding shop and
welding and pipeline related equipment: This will make the Center fully operational
for year-round training.
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Medium/Heavy Duty Truck and Culinary Equipment: $1 million Fed Receipts;

$500.0 UGF. This funding will be used to purchase heavy duty truck equipment for

the Truck Technician program (Alaska Vocational Technical Center’s (AVTEC).
newest program) and culinary training equipment for the culinary program.

Culinary Video Teleconferencing Equipment: $312.7 Fed Receipts; $100.0 UGF.
Provides video teleconferencing equipment in the new Culinary Academy facility so
that AVTEC can create a distance delivered training program for rural Alaska high
school students to receive training and education in the culinary industry.

AVTEC Deferred Maintenance: $1 million UGF. This request is to pay for
deferred maintenance needs at 16 state-owned and one leased building in Seward.
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+

Department of Law

All Dollars in Thousands

{GF Only} Change % Change | See Note:
FY10 Conference Committee (GF Only) $57,010.9
FY10 Fiscal Nofes
CarryForward 966.2
Special Appropriations
Agency Transfers : 0.5
10 Contractual Salary Adjustments
Misc Adjustments
Veloes
FY10 Management Plan (GF only) $57,977.6 $566.7 1.7%
One-time ftems removed {10,740.4)
Transfers between Agencies {nels zero statewide)
FY11i Contractual Salary and Heaith Increases 416.9
Misc Adjustments ' -
FY11 Adjusted Base Budget (GF only) $47,654.1] (310,323.5) -17.8%
[FY¥11 Governor's GF Increments/Decrements/Fund Changes 13,719.0
FY11 [Governor's Request (GF only) $61,373.1]  $13,719.0 28.8%
¥ :
Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's | Base to FY11
Base Budget |Request (GF| Governor's
o {GF Only) only} Request See Note:
Allocation $13,719.0
Second Judicial District 1,355.0 1,535.1 180.1 3
Third Judicial District: Anchorage 6,777.5 7,113.1 3356 3
Third Judicial District: Outside Anchorage 4,245.8 4,700.4 454.6 3
| |Fourth Judicial District 4,937.9 5,234.0 296.1 3
b |Criminal Justice Litigation 1,963.0 2,163.0 200.0 4
Criminal AppealsiSpecial Litigation 3,176.7 4,217.3 1,040.6 3
Child Protection 4,184.0 4,384.0 200.0 5
Natural Resources 2,025.4 3,025.4 1,000.0 6
BP Corrosion : 4,000.0 4,000.0 2
Qil, Gas and Mining - 3,611.2 9,611.2 6,000.0 1
Administrative Services 1,047.9 1,059.9 12.0
) Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's | Governor's
Base Budget Request Request See Note:
Other State Funds {all allocations) 23,6709 23,849.9 279.0
Federal Funds (all allocations) 3.902.4 1,595.4 (2,307.0) 3
Total Non-General Funds {all allocations) $27,573.3 $25,545.3 ($2,028.0)
1
Position Changes (From F¥10 Management Plan to Gov) 560 561 1
PFT . 553 555 2 4,5,6
PPT 7 6 {1}
Temp - - -
. State Funds Federal
‘Govemor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research . - -
Maintenance and Repairs - - -
Remodel, Reconstruction and Upgrades 150.0 - 150.0
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $150.0 $0.0 $150.0
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Department of Law

The mission of the Alaska Department of Law is to prosecute crime and provide legal services to
state government for the protection and benefit of Alaska's citizens. The Department represents
the state in:

s protecting the safety and physical and financial well-being of Alaskans;

» fostering the conditions for economic opportunity and responsible development and
use of our natural resources;

e protecting the fiscal integrity of the state; and
« promoting and defending good governance.

The Criminal Division protects the public by prosecuting all violations of state criminal law
committed by adults and juveniles, and by placing them under appropriate controls. The Civil
Division serves the interest of Alaska’s citizens by providing legal counsel to the executive
branch in all civil actions. The Administrative Services Division provides the core administrative
services that are essential to the day-to-day operation and to managing the resources of the
Department.

SIGNIFICANT ISSUES

The FY11 Department of Law general fund operating budget as submitted by the Governor is
$13,719.0 above the FY1! Adjusted Base [$13,707.0 Unrestricted General Funds (UGF)/$12.0
Designated General Funds (DGF)]. Of the $13.7 million increase, $10.0 million is for continuing
Qil and Gas issues. In FY10, $9.6 million was appropriated for these same issues. The FY11
Adjusted Base was also reduced $3.5 million due to a one-time appropriation in FY10 for BP
Corrosion litigation (the same amount 'the Department received in FY09 for this purpose). The
FY11 request for BP Corrosion is $4.0 million. Other UGF increments replacing funding
available to the Department in FY10 include $2.3 million for expiring federal grants and $1.0
million for Endangered Species Act matters. Significant issues are highlighted in the notes below
and correspond to the numbers in the last column on the preceding spreadsheet.

1. Oil, Gas and Mining: $6 million UGF. The Department is requesting funds
in order to continue its role in the Governor’s top priority project (the construction of a gas
pipeline and bringing natural gas to market). Additionally, the Department has a number
of major oil and gas projects underway that will continue to require outside counsel and
experts beyond the funding included in the Department’s base budget.

s  $3.5 Million UGF added to the base budget for ongoing non-gas pipeline and oil
matters including Pt. Thomson Litigation, proceedings before the Federal Energy
Regulatory Commission, TransAlaska Pipeline Service (TAPS) tariff issues, and
TAPS property tax matters.

¢ $2.5 Million AHCC Receipts (UGF) one-time increment to assist the Department in
the preparation of legislation and implementation of a comprehensive plan to
commercialize North Slope gas.

In FY10, the Department received a total of $6.1 million UGF one-time funding for
Qil & Gas related matters, an amount approximating the amount received in FY09.
Please see the following table:
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Table 1. Oil & Gas Related Funding FY09-FY11

IIRY09 Budget??f;si A E\(1D:Budget.;;if;:"rj % FY11,Request &%
Department of Law
Oil & Gas Related Funding
Base and Non-Base NON- NON- NON-

FY09-FY11 BASE BASE BASE BASE BASE BASE

S

Gas Pipeline and Other Oil & Gas $3.0 FY10 non-base
Projects/Oil and Non-Gas Pipeline million $5.1 . a{:;.’::da;zoa
Matters Including Pt. Thomson UGF million UGF|| single request
Litigation, FERC on TAPS Tariffs . A I
v
TAPS Strategic Reconfiguration I;:gﬁ;ehr $1.0 $3.5
Oil and Gas Outside Counsel and Governaor's million-UGF miltion
Experts Office UGF
Oil and Gas Development - \I’
Preparation of Legislation and 335 $2.5
Implementation of a Comprehensive million million
Plan to Commercialize North Slope UGF AHCC
) Gas

ISTativeMIEISC CanalystlG 7 e W iijiclsubcomniticey w okl 4 .
appmpﬂatmg e 885 ﬁﬂﬂﬁ'aﬂ @@?’,&z@m asfonestimed/indiney d ﬂ;
—onzstent We‘m {E‘:@EME&? isedyfoNhe) Eﬁf’@mm ifatan o i
j Lohwhadmaybelbaninglexiemnaneosisy

BP Corrosion: $4 million UGF (one-time funding). The Department is
requesting $4.0 million of UGF ($500.0 more than the FY0% and FY10 appropriations of
$3.5 million) to continue the pending litigation seeking penalties and lost revenues for the
2006 Prudhoe Bay pipeline spills and production shutdowns. The state filed its complaint
in Superior Court on March 31, 2009, seeking recovery of lost revenues for 2006-08 due
to curtailments of oil production stemming from BP Exploration’s (Alaska, BPXA)
negligent corrosion practices.

According to the Department, FY11 is a critical year for the-litigation. The jury trial is
scheduled for September 2011, with the bulk of the discovery and post discovery pre-trial
work occurring in FY11.

Replace One-Time Earmarks for Sexual Assault/Domestic

Violence Grants: $2,307.0 UGF from Federal Receipts. Beginning in
FY06, the Department received three multi-year federal grants, totaling $8,288.3, for
sexual assault and domestic violence prevention programs, and for a rural prosecution
unit. These grants will expire between June 30, 2010 and December 31, 2010. In FY(9,

T
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$2.3 million related to these grants was expended. Because these federal funds will not be
available in FY11, the Department is requesting that unrestricted general funds be
appropriated to replace lost federal one-time grants. The request is for the UGF to be built
into their base in order to continue funding the 16 full-time and six part-time positions
now associated with these grants.

~ Table 2. FY11 Sexual Assault and Domestic Violence Funding Request

(Federal Receipts replaced with UGF)

Alaska Domestic
Violence & Sexual Rural Prosecution Unit Alaska Statewuie.
Assault Sexual Assault Unit
N Grant
Prosecution Grant
Program
2" Judicial District $90.0 $90.1
3 Judicial Distriet — $335.6
Anchorage
3 Judicial District — $454.6
Qutside Anchorage
4™ Judicial District $285.0 $11.1
Criminal Appeals/Special $271.6 $769.0
Litigation
Subtotal FY11 Request $646.6 $859.1 $801.3

OVERALL TOTAL: $2,307.0

IS hopingatoireplace
ot AR

: mmittec: e Ay, iwzsh

upplan tkeseﬁﬁmdswth tHew, federal’n. fundsru

Iato TR UIEETO N The S IATLLS: of‘eﬁ?)rts, tois

Sexual Assault Coordinator: $200.0 UGF. In early December of 2009, the
Governor announced his initiative to “eliminate the epidemic of sexual assault and
domestic violence within a decade.” The Govemor’s comprehensive approach includes
concentrated coordination between the Department of Public Safety and the Department
of Law in an effort to pervasively prevent and stigmatize these types of crimes. This new
position will coordinate state, federal, tribal and non-profit program efforts addressing
domestic violence and sexual assault prevention.

Kenai Child Protection Caseload Attorney: $200.0 UGF. Currently,
the Department’s one Assistant Attorney General in Kenai carmries a caseload of 170
children (federal guidelines suggest a caseload of no more than 100 per attorney). In
addition, there are up to 40 children’s cases in Homer, which would logically be serviced
out of Kenai, but are now handled out of Anchorage as a stopgap measure. The
Department requests this new position to alleviate the caseload burden in Kenai and
Homer.

Endangered Species Issues: $1 million UGF. Over the next three years, the
Department anticipates a significant increase in legal work involving issues under the
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Endangered Species Act (ESA). The state is currently challenging the Polar Bear and
Beluga Whale listings as threatened species. Because endangered species listings can
have severe impacts on the economy of the area where they are found, the Agency
addresses these issues with the following two increments:

e  $200.0 UGF - Assistant Attorney General for Endangered Species Issues
e $800.0 UGF - Endangered Species Act Outside Counsel

Legtslauve Fiscal Analyst Comment; - The. *sitbcommittee may wish 10 consider the
increments as one-time: fundzng This approach is consistent with the funding methoa
hsed Jor the BP: Corroswn litigation-and promotés annual-legislative review of what. may)
be varymguexremal co.wrts1

ORGANIZATIONAL CHANGES

The foliowing FY1l changes in the Department’s organizational structure occur in the Civil
Division:
¢ Split the Human Services and Child Protection allocation into the following
allocations:
o Child Protection Allocation
o Human Services Allocation

o Merge the Statehood Defense allocation with the Natural Resources allocation.

e Transfer BP Corrosion appropriation into its own allocation.

&
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All Dollars in Thousands

Department of Military and Veterans Affairs

{GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $11,297.5
FY10 Fiscal Notes 83.5
CarryForward
Special Appropriations
Agency Transfers 3273
10 Contractual Salary Adjustments (20.6)
Misc Adjustments -
Veloes - )
FY10 Management Plan (GF only} $11,687.7 $380.2 3.5%
One-time ltems remaved {410.8)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health increases 20.7
Misc Adjusiments -
FY11 Adjusted Base Budget (GF only) : $11,297.6 {$380.1) -3.3%
FY11 Governor's G }ncrementstecrements/Fund Changes 3343 ¢
FY11 Governor's Request (GF only) $11,631.9] $334.3 3.0%
v Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj Base
Changes FY 11 Adjusted | Governor's to FY11
Base Budget |Request (GF| Governor's
{GF Only) only) Request See Note:
Allocation $334.3
Army Guard Facilities Maintenance 2,1855 2,274.4 8.9 2
Air Guard Facilities Maintenance 1,378.0 1,618.0 2400 1
Veterang' Services 983.0 988.0 5.0
Retirement Benefits 880.8 881.2 0.4
Change from
_ FY11 Adj Base
Non-General Fund Agency Summary FYH1 to FY1i
) FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 13,0201 13,352.9 3328 3
{Federal Funds (all allocations) 22,236.9 23,4769 1,240.0 4
Total Non-General Funds (ail allocations) $35,257.0 $36,8329.8 $1,572.8
Po;ition Changes (From FY10 Management Plan to Gov) 299 298 (]
PFT 296 295 ]
PPT 2 2 -
Temp 1 1 -
Governor's Capital Request ?;:_ti g:::rs) F:::;:l Total Sea Note:
Planning and Research - - -
Maintenance and Repairs 5,250.0 13,642.0 18,892.0
Remode!, Reconstruction and Upgrades - - -
New Construction and Land Acquisition 1,050.0 5,000.0 6,050.0
Equipment and Materials - . -
Information Systems and Technology - - -
Other - 9,600.0 9,600.0
TOTAL CAPITAL $6,300.0 $28,242.0 $34,542.0
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Department of Military and Veterans Affairs

The mission of the Department of Military and Veterans Affairs (ODMVA) is to provide military
forces to accomplish military missions in the state and around the world; provide homeland
security and defense; emergency response; veterans’ services; and youth military style training
and education. The Department accomplishes this mission by providing core services for the
following:

o  Alaska National Guard Joint Forces Headquarters;

s National Guard Support;

¢ Homeland Security and Emergency Services Management & Coordination;
*  Alaska Statewide Emergency Communications (IT);

e Veterans’ Services;

¢ Alaska Military Youth Academy;

e Administrative Services Support; and

e Special Operations.

SIGNIFICANT ISSUES

The FYIl Department of Military and Veterans Affairs general fund operating budget as
submitted by the Governor is $334.3 above the FY11 Adjusted Base (all Unrestricted General
Funds (UGF)). Significant issues are highlighted in the notes below and correspond to the
numbers in the last column on the preceding spreadsheet.

1. Air Guard Facilities. Maintenance: $240.0 GF Match (UGF). This
increment would align the Department’s budget with the Alaska Air National Guard’s
(AANG) Financial Plan. The Air and Army Guard both receive federal money for
operations from the National Guard Bureau (NGB), which is the federal pass-through
agency in the Department of Defense (DoD) that provides continuity and cohesiveness
between the active duty military and all 54 state and territory national guards.

The Alaska Air National Guard federal employees complete an operations plan and a
budget, called the financial plan (FINPLAN), for NGB consideration in March of each
year. The FINPLAN, which is derived from formula-based calculaticns as well as
estimates, goes to NGB for review and approval. NGB then allocates money to states
before the beginning of the federal fiscal year. The federal allocation is typically about
90% of what was submitted in the FINPLAN. There is then a second round of allocations
in mid-federal fiscal year (FFY). The Alaska Air National Guard submits requests to
NGB for additional funding, and NGB distributes available federal funding to states
based on numerous factors.

Historically, the State of Alaska has budgeted to the original allocation. As a result, the
state match for any additional federal funding received was not specifically in the budget.
The partnership between the state and the federal govermnment hinges upon a budget
match agreement, which averages 25% state funding to 75% federal funding. During the
past two years, the gap between available and required GF matching funds in the Air
Guard component has become increasingly apparent. The current available match is
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about 19% of total authority. This increment would bring the ratio to about 23%—close
to where the ratio was in FY06—and would be sufficient to match about $720.0 in
federal receipts.

According to the Department, the timing of this request is critical. In accordance with the
federal Base Realignment and Closure Commission law passed in 2005, the NGB is
making a push to move assets from st{ates: that have multiple wings—Alaska has two
wings—to states that are without. This push leaves Alaska vulnerable to losing a wing,
and the risk increases if Alaska does not appropriate sufficient matching funds. Loss of a
wing would mean about 500 full-time Alaska Air National Guard jobs lost, about 500
additional drill status guard member jobs lost, and millions of dollars in federal contracts
lost each year. In addition, loss of a wing would reduce AANG’s ability to support the
active duty military as well as the ability to respond to natural disasters and search and
rescue situations.

Bethel Armory Lease Costs: $88.9 UGF In cooperation with the Federal
Government, the Department is constructing a new armmory ($5.2 million State funds and
$15.3 million Federal funds) adjacent to the existing but aging hangar facility. Although
lease costs will be periodically re-evaluated based on fair market value, the current
annual land lease costs are $0.34/sq. foot @ 261,360 square feet.

Alaska Military Youth Aéademy (AMYA) Formula: -$602.3 I’A

Receipts. By statute, the Academy is funded through a Reimbursable Services
Agreement with the Department of Education and Early Development (DEED} in
accordance with AS 14.30.740 (The statutory base student allocation funding is $5,680
per student in FY10). Based on the attendance at the Academy on October 1, 2009, the
amount of state aid needed will decline in FY11. The total FY11 general fund budget for
the AMYA will be SS 826,800 (a decrease of $602 292)

ﬁ?ﬁm Wm@ non gics)

%m@_m@m@m ppropnanon

Emergéncy Management Performance Grant: $1.2 Million

Federal Receipts. The Emergency Management Performance Grant Program
(EMPG) is a vital part of the Division of Homeland Security and Emergency
Management’s preparedness mission and directly supports the state's emergency
management community. The Department requests an additional $1.2 million in federal
authority to meet the anticipated FFY10 need.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

Page 130




1738

Legislative Fiscal Analyst’s Overview of the Governor’s FY2011 Request

CAPITAL REQUEST

The agency’s capital budget of $34.5 million includes $28.2 million Federal Receipts and $6.3
million Unrestricted General Funds. The larger projects include:

State Homeland Security Grant Program: $9.5 million Federal Receipts. The
100% federally funded State Homeland Security grant program is annually awarded
by the U.S. Department of Homeland Security. Programs include homeland security
planning, equipment, training, and exercises to support local first responders, private
sector critical infrastructure and state preparedness. This funding has been requested
to assist in life-safety citizen preparedness.

Armory Facilities Deferred Maintenance: $8.4 million ($6.3 million Federal
Receipts/$2.1 million GF Match). The Department’s Facility Management Office
mission is to provide, maintain and operate safe, secure, high quality facilities and
training areas for the Alaska National Guard on a cost effective basis which meet or
exceed mission requirements, environmental compliance standards and energy
efficiencies. The armories located at Jewel Lake, Fort Richardson, Sitka and Kenai
top the list on the Department’s deferred maintenance priority schedule.

Army Guard Facilities Project: $9.2 million ($7.3 million Federal Receipts/$1.9
million GF Match), With 237 Alaska Army Naticnal Guard buildings at 36 various
locations with an average age of approximately 30 years, deferred maintenance,
renewal and replacement are a high priority. Alaska National Guard preventative
maintenance is performed on a schedule, yet building components have a limited life
requiring eventual renewal and replacement. The funding schedule for this requested
project is:

Funding | FY11 | FY12 | FY13 | FY14 | FY15 | TOTAL

(3 millions)
Federal Receipts | $7.3 | $8.9 $5.0 $5.0 $5.0 $31.2
GF Match | $1.9 $2.7 $1.0 $i.0 $1.0 $6.7

TOTAL | $9.2 $11.6 $6.0 $6.0 $6.0 $37.9

Interior Alaska Veterans Cemetery Design and Planning: $6.0 million ($5
million Federal Receipts/$250.0 GF, $750.0 GF Match). The purpose of this
project is to design and construct a dedicated state Veterans’ cemetery in or near
Fairbanks on donated land. The Department hopes to leverage future federal funds to
offset operating costs, which are projected at $250.0 GF annually.

Military Youth Academy Deferred Maintenance: $1.0 million GF. The Alaska
Military Youth Academy (AMYA) operates at Camp Carroll on Fort Richardson.
The campus currently has 23 buildings totaling 61,805 sq ft. with an average building
age of 35+ years. Inadequacies include basic life-safety issues, outdated and

" inefficient heating/ventilation systems, restrooms, showers, and laundry facilities.

This request will fund the modification of the Academy's ChalleNGe facilities to
improve safety and living conditions (in compliance with ADA regulations), as well
as improve technical training and educational training platforms.
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Department of Natural Resources

All Dollars in Thousands

{GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $92,267.7
FY10 Fiscal Notes -
CamyForward 3,685.9
Special Appropriations -
Agency Transfers 70.9
10 Contractual Salary Adjustmenis (46.1)
Misc Adjustments -
Veloes -
FY10 Management Plan (GF only) $95,978.4 $3,710.7 4.0%
One-time Ilterns removed (9,297.0)
Transfers between Agencies (nets zero statewide) -
FY11 Coniractual Salary and Health Increases 97.5
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $86,778.9] ($9,199.5) -9.6%
[FY11 Governor's GF Increments/Decrements/Fund Changes 7,095.1
FY11 Governor's Request (GF only} $93,874.0 $7,095.1 8.2%
 J
, Change from
FY11 Governc_»r s Increments, Decrements and Fun EY1 FY11 Adj
" Changes ’ FY11 Adjusted | Governor's | Base to FY11
Base Budget |Request {(GF| Governor's
. (GF Only) only) Request See Note:
Allocation $7,095.1
Gas Pipeline Implementation 685.3 4,902.8 4,217.5 1a
Qil & Gas Development B8,171.3 9,514.4 1,343.1 1b
Claims, Permits, & Leases 7.408.9 7,778.9 370.0 1c
Geological Development 4,298.5 4,598.5 300.0 2
Infermation Resource Management 2,534.2 2,784.2 250.0 3
All Other Increments 63,680.7 64,2952 6514.5
Change from
. FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's | Governor's
. Base Budget Request Request See Note:
Other State Funds {all allocations) - 30,261.1 33,391.9 3,130.8
Federal Funds {all allgcatlions} 16,058.2 19,343.2 3,285.0
Total Non-General Funds (all aliocations) $46,319.3 $52,735.1 $6,415.8
Position Changes {From FY1¢ Management Plan to Gov) 1,107 1,109 2
FT 779 780 1
PPT 247 247 0
Temp 81 82 1
. State Funds Federal
Governor's Capital Request (GF + Other) Funds Total | see Note:
Planning and Research 6,655.0 2.360.0 9,015.0
Maintenance and Repairs 4,160.0 5,575.0 9,735.0
Remodel, Reconstruction and Upgrades 180.0 - 190.0
New Construction and Land Acquisition 3,850.0 2,600.0 6,450.0
Equipment and Materials 1,750.0 - 1,750.0
Information Systems and Technology 908.0 - 208.0
Other : 800.0 1,000.0 1,800.0
TOTAL CAPITAL $18,313.0 $11,535.0 $20,848.0
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Department of Natural Resources

The Department of Natural Resources (DNR) develops, conserves, and maximizes the use of
Alaska’s natural resources on state-owned land consistent with public interest by providing the
following core services:

¢ provide opportunities to utilize state land and water resources;

* acquire and provide hydrologic, geclogic, geographic, historical site, and other land
record and natural resource information;

* acquire land;
» make land available for sale to the public, and transfer land to municipalities;

e preserve and enhance the value of state land and water resources and Alaska's coastal
areas, )

s mitigate potential disasters and hazards; and

* comply with federal regulations and programs related to natural resources.

SIGNIFICANT ISSUES

The FY11 Department of Natural Resources’ general fund operating budget submitted by the
Governor is $7,095.1 above the FY11 Adjusted Base [$6,552.1 Unrestricted General Funds
(UGF)/$543.0 Designated General Funds (DGF)]. Significant issues are highlighted in the notes
below and correspond to the numbers in the last column on the preceding spreadsheet.

1. Resource Development Initiatives and Projects — $5.8 million

AHCC Receipts (UGF). The Department is requesting funding to keep pace with
Alaska’s natural resource development. The largest project is the planning, development,
and construction of the Alaska Natural Gas Pipeline. The agency indicates that oil, gas,
and mining resource development activity within the state has increased the Department’s
oversight responsibilities and workload. Additional details on these items follow.

a} Gas Pipeline Implementation Office, One-Time Funding of $4.2 million AHCC
Receipts {(UGF). The Governor is requesting one-time funding for costs associated
with implementing and fulfilling the responsibilities of the Alaska Gas Inducement
Act (AGIA), and to ensure that the state and the licensee (TransCanada Alaska)
comply with the terms of the AGIA agreement. The proposal includes the following
three increments:

* $1.4 million UGF to hire additional professional and support staff. Pipeline
engineering staff will evaluate the techmical design, cost estimates, and
construction schedule of the proposed 1,715 mile pipeline (750 nules within
Alaska) to facilitate the complex permitting process. Habitat Biologist staff will
analyze the impact of the project on Fish and Wildlife and coordinate those
efforts with Alaska’s Fish and Game and the US Fish and Wildlife agencies.

¢ 3$2.3 million UGF to retain specialized consultants and experts. Consultants
will assist in pipeline engineering, practices, and analysis. Advice will be
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obtained on tariffs, cost overruns, royalty valuation methodologies, enforcement
remedies, and off-ramp options for the state and licensee.

$477.5 UGF for local, national and federal outreach efforts. Local outreach
efforts will keep local communities informed of current gasline activities that
impact the areas along the gasline route.

Funding for the federal and national outreach efforts will be used to raise
awareness and educate the public and Congress on the national importance and
impact of an Alaska gas pipeline.

b) Oil & Gas Development, $1.3 million UGF. This request is comprised of $1.1
million for on-going oil and gas development workload increases and $200.0 for
outside legal counsel and consultants to assist with arbitration of oil and gas royalty
issues.

The Department contends that the $1.1 million UGF funds existing staff that are
critical to the division’s ability to work on oil and gas exploration and
development issues. Without these staff, timely completion of tasks may be
Jeopardlzed
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$200.0 UGF is requested to fund reopener arbitrations as the state proceeds
with renegotiations and arbitration of royalty issues. These “reopeners™ offer the
state and its lessees the opportunity to resolve disputes over royalty value, keep
royalty settlement agreements up-to-date, and avoid costly and time-consuming
litigations.

utstd %Wmﬂﬂ@iﬂ@?&aﬂ@m
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Clalms, Permits & Leases, $250.0 UGF. The Division is seeking base funding to
increase their capacity (2 PFT staff and funding) to address an anticipated increase in
this year’s permit requests and a backlog of permit requests from previous years.
Upcoming projects include: one new large mine scheduled to begin permitting in
FY10, two other large mine projects in earlier stages of review, natural gas pipeline
projects, potential railroad extensions, and several alternative energy projects.

2,  Geological Development — Alaska Volcano Observatory, $300.0

UGF. GF is requested to partially replace lost federal earmarks from the Federal
Aviation Administration (FAA). Funding is for the maintenance and upgrading of
equipment. The Department indicates that this will allow the Alaska Volcano
Observatory (AVO) to continue monitoring and mitigating the effects of the most critical
volcanoes in the Cook Inlet area.
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Historically, an annual federal earmark from the FAA in the amount of $5 million
supplemented the monitoring and alert capabilities of the AVO. However, that federal
earmark is no longer available.

The AVO is a federally funded cooperative program carried out by the US Geological
Survey (USGS), University of Fairbanks, and DNR’s Geological Development Office.
The observatory prevents aircraft equipment failures and saves lives through alerting and
monitoring the volcanic activity in the Aleutian and Cook Inlet areas. The general funds
would remain in the base budget in future years.

Legzslatwe Fiscal Analyst Comment: “Anierican Re¢overy’and Reinvestment Act of 2009
(ARRA) capztal Su ading-of S] 5 million was approved by:the Legislative Budget &Audt

intittee, on December s 6 2009t0: asszst in. contmumg the current levels of- operatlon
I orary fundmg is avazlable from December ;2009 rhrough Sepfember 15,2011
e subcammzttee My wzsh fo pursue federal fundmg onrthe basis that.the_mionitoring
binda alerting cover mationaliand. international air- - corridors]

Information Resource Management — Statewide Parcel Database,
$250.0 Receipt Supported Services (DGF). This budget proposal would

continue the creation of a statewide parcel database. A previous capital project provided
the funding for the foundation of a database. The goal is to have a single source of
detailed ownership, interest, and boundary information for all state lands and provide
quick and casy access of land ownership for land managers, developers, first responders,
and the public. The funding, along with $50.0 in federal receipts from the US Bureau of
Land Management, would remain in the base budget in future years.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL BUDGET

DNR has requested a total capital budget of $29.8 million ($16.8 million GF, $11.5 million
Federal, and $1.5 million Other Funds). The budget consists of a diverse mix of projects from
deferred maintenance for State Parks and the Plant Material Center in Palmer to snowmobile trail
development and in-state natural gas assessments, among others. A few highlights from the
Department’s capital budget are described below:

s Deferred Maintenance, $4.0 million UGF. This proposal is for deferred
maintenance, equipment replacement, and emergency repairs at State Parks, the Plant
Material Center in Palmer, and the Mt. McKinley Meat Plant. State Parks is
requesting $3.5 million to address the most pressing problems in the park system, and
to improve safety and accessibility for park visitors. $330.0 is for paving and
drainage improvements to eliminate annual flooding and replace outdated farm
machinery-at the Plant Material Center. $190.0 will address equipment upgrades to
increase efficiency, address safety concerns and reduce operating costs at the Mt.
McKinley Meat Plant.
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Land Sales — New Subdivision Development, 3$3.6 million Land Sales Receipts
(DGF). The funding request would authorize DNR to propose, design, and develop
new subdivisions.  Capital expenditures include road building and access
improvements, surveys, appraisals, wetlands delineations, topographical and
archaeological surveys, field inspections, and rights-of-way brushing. Alaska’s
Constitution and AS 38.04 and AS 38.05 require the state to make some of this land
available for settlement purposes. DNR intends to offer new parcels of land for sale
inFY14,FY15 and FYlé6.
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Department of Public Safety

Al Dollars in Thousands

(GF Only} Change % Change | See Note:
FY10 Conference Committee (GF Only) $141,421.5
FY10 Fiscal Notes 79
CarryForward -
Special Appropriations {187.8)
Agency Transfers 2739
10 Contractual Salary Adjustments {18.4)
Misc Adjustments -
Vetoes -
FY10 Management Plan {GF only} $141,497.1 $75.6 0.1%
One-time Iterns removed {86.1)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 2,309.9
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $143,720.9] $2,2238 1.6%
{FY11 Governor's GF Increments/Decrements/Fund Changes 3,390.2
FY11|Governor's Request {GF only) $147,111.1 $3,300.2 | ° 2.4%
v i
Change from
FY11 Governor's Increments, Decrements and Fund Y11 FY11 Adj Base
Changes FY11 Adjusted| Goveror's |  to FY11
Base Budget |Request (GF| Governor's
{GF Only) only) Request See Note:
Allocation $3,390.2
Special Projects 1,454.1 2,110.6 §56.5 3
AST Director's Office 350.8 365.4 14.6
Narcotics Task Force 2,296.0 2,321.2 25.2
AST Detachments 50,807.3 51,406.6 7104 1a
VPSO Contracts 98,1366 10,621.9 1,485.3 2a,2b
Domestic Violence/Sexual Assault 8,268.1 8,650.0 381.8 1b, 4
Training Academy 1,667.6 1,678.8 11.2
Laboratory Services 4,476.7 4,581.8 105.1 1d, 1e
Change from
Non-General Fund Agency Summary Y11 FYKL‘:%?GE
FY11 Adjusted | Governor's | Governor's
Base Budget Request Request See Note:
Other State Funds {all allocations) 18,787.4 20111.0 1,323.6 3
Federal Funds {all allocations) 11,6051 18,054.2 6,449.1 1c
Total Non-General Funds (2ll allocations) $30,392.5 $38,165.2 $T,172.7
{
Position Changes (From FY10 Management Plan to Gov) 893 899 6
PFT 863 870 7
PPT 16 16 -
Temp 14 13 (1)
. State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 100.0 100.0
Maintenance and Repairs 2,200.8 2,200.0
Remodel, Reconstruction and Upgrades - -
New Construction and Land Acquisition 75,750.0 75,750.0
Equipment and Materials 1,086.0 1,086.0
Information Systems and Technology 1,250.0 1,250.0
Other - 1,500.0 1,500.0
TOTAL CAPITAL $80,386.0 $1,500.0 $81,886.0
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Department of Public Safety

The mission of the Department of Public Safety (DPS) is to ensure public safety and enforce fish
and wildlife laws. The Department’s core services include the following items: '

¢ perform criminal and traffic law enforcement and investigations;

* manage and perform search and rescue operations for lost and missing persons;
* provide wildlife law enforcement and investigations;

s provide support to rural law enforcement entities;

s provide security to the Alaska Court System, transport inmates to and from court and
between correctional institutions, and perform extradition of wanted persons to and
from the state;

+ provide criminal laboratory and forensic services, administer the statewide breath
alcohol program, maintain Alaska’s DNA identification system, and provide expert
testimony in court proceedings;

* maintain accurate and complete Alaska criminal records and information for use by
law enforcement agencies in Alaska and elsewhere;

¢ manage building and fire codes (development, adoption, interpretation, and review),
conduct building plan reviews of commercial buildings and 4-plex and larger housing
units, conduct fire and life safety inspections of priority facilities; and

* enforce alcoholic beverage laws.

SIGNIFICANT ISSUES

The FY11 Department of Public Safety general fund operating budget as submitted by the
Governor is $3,390.2 above the FY11 Adjusted Base [$4,043.7 Unrestricted General Funds
(UGF)a reduction of $653.5 Designated General Funds (DGF)]. Significant issues are
highlighted in the notes below and correspond to the numbers in the last column on the preceding
spreadsheet.

1.

Sexual Assault and Domestic Violence Prevention:; $1.9 million

" ($1.2 million UGF, $700.0 Federal Receipts). In carly December of 2009,
. the Governor announced his initiative to “eliminate the epidemic of sexual assault and
" domestic violence within a decade.” The Governor’s comprehensive approach includes

concentrated coordination between the Department of Public Safety and the Department
of Law in an effort to pervasively prevent and stigmatize these types of crimes. Major
DPS increments for this initiative are highlighted below.

a. Domestic Violence and Sexueal Assault Related Investigations, Training, and
Exams: $725.0 UGF:

Alaska State Troopers (AST) Appropriation/AST Detachment Allocation

o $500.0 UGF for three new Anchorage-based State Trooper/Investigator
positions, whose primary focus will be follow-up investigations specific to sexual
assault and sexual abuse of minors. Follow-up activities include locating and
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4

interviewing witnesses, investigating “prior bad acts” commitied by the offender,
determining if there are any additional victims, and following up on other actions
recommended by the prosecutor.

o $75.0 UGF to provide training for Village Public Safety Officers, Village Tribal
Police Officers, and other first responders such as Behavioral Health Aides and
Village Health Aides. By increasing understanding and recognition of these
crimes, the Department hopes to improve first responder skills specific to this
discipline.

o $150.0 UGF to assist local governments with paying for the costs of forensic
sexual assault exams in emergency circumstances. According to the Department,
without financial support, these necessary exams would not take place and vital
evidence would be lost. Assistance will include the collection of evidence,
documentation of injuries, and transportation to exam locations for victims in
communities without access to services.

Council on Domestic Violence and Sexual Assault (CDVSA) Appropriation/CDVSA

Allocation

Increased Support for Domestic Violence Shelters: $381.9 UGF. This increment
represents a nearly 4% increase in funding that will go directly to shelters to offset
rising utility, fuel, food, insurance, building maintenance, and personal service costs.
Additionally, costs have risen ‘as crisis centers have experienced an increase in
demand for services. The Department states that this funding is needed to maintain
current levels of service.

Council on Domestic Violence and Sexual Assault: $697.4 Federal Receipts (one-
time funding). Beginning in FY08, the Department received a $5 million, three-year
federal grant for domestic violence and sexual assault prevention programs. The
Department estimates that $697.4 will be unspent by June 30, 2010. The Department
is requesting an extension of both the federal grant and state appropriation lapse dates
to make these funds available in FY11 for prosecution, law enforcement, and judicial
services. The grant is expected to be fully expended in FY11.

Statewide Support Appropriation/Laboratory Services Allocation

d.

DNA Forensic Scientist Position: $92.8 UGF. This increment replaces pass-
through federal funds from CDVSA (that are expiring in FY10) for a position
dedicated to the analysis of sexual assault cases where a suspect has not been
identified, The position processes about 60 cases per year statewide. According to
the Department, the position will be eliminated if replacement funds are not
forthcoming.

Pediatric Sexual Assault Evidence Collection Kits: $12.3 UGF. The Department
is requesting additional funds to develop and distribute pediatric evidence collection
kits. Currently, adult and adolescent kits are adapted for use in pediatric exams.

Village Public Safety Officers (VPSO): $1.5 Million UGF. The

Department has dramatically increased its rural law enforcement recruiting efforts during
the past few years. Increased funding is requested as follows:

a.

$1.2 Million UGF. This increment adds grant funding for fifteen new VPSOs and is
consistent with the VPSO Senate Task Force’s recommendation to add 15 new
officers each year for a total of five years. This third year request brings the total of
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new VPSOs to 45. At present, 69 of the 71 authorized VPSO positions are filled and
the Governor has indicated a desire to add 15 positions every year for the next ten
years; and -

b. VPSO Cost of Living Increase: $22_3.8 UGF. This request provides partial funding
for a three percent cost of living adjustment as well as annual merit increases for
existing VPSOs. The cost of living adjustment is designed to match the Public Safety
Employee Association’s (PSEA) pay schedule.

Fund Change/AST Special Projects: $656.5 UGF from CIP

Receipts. A federal grant for the Illegal Drug and Alcohol Use program expired on
September 30, 2009. The seven positions associated with this funding are located in
Anchorage and Soldotna and primarily focus their efforts on:

¢ the detection and investigation of clandestine methamphetamine laboratories;
e the transportation, importation, distribution and sale of all illegal drugs;
s the sale of alcohol in local option communities throughout the State of Alaska; and

e follow up investigations on cold case homicides.
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Fund Change/CDVSA: $651.4 UGF from PFD Criminal Funds

(DGF). Permanent Fund Dividend (PFD) Criminal Funds are available for
appropriation due to the number of convicted felons and third time misdemeanants who
are ineligible to receive a PFD. Because available funding depends on the amount of
PFDs and the number of affected inmates, the amount of PFD Criminal funds is volatile.
For FY11, the Department of Revenue calculated the amount available for appropriation
to be $1.7 million less than in FY'10.

The requested fund change replaces the Department’s portion of that reduction with UGF
in order to maintain services.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

The Governor’s total capital budget is $81.9 million ($4.7 million UGF/$75.7 million Other/$1.5
million Federal) for the Department of Public Safety. Some of the larger projects are:

s Crime Lab Replacement: $75.7 million Certificates of Participation
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Marine Fisheries Patrol Improvements: $1.5 million Federal Receipts

Statewide Facilities Maintenance, Repairs, and Improvements: $1.35 million UGF
Alaska Public Safety Information Network (APSIN) Redesign: $1.0 million UGF
Aircraft and Vessel Repair and Maintenance: $850.0 UGF

Alaska State Trooper Law Enforcement Equipment Replacement: $500.0 UGF
Alaska Wildlife Trooper Law Enforcement Equipment Replacement: $500.0 UGF
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Department of Revenue
All Dollars in Thousands

{(GF Only) Change % Change [ See Note:
FY10 Conference Committee {(GF Only) $35,984.4
FY10 Fiscal Notes : 626.0
CarryForward -
Special Appropriations {631.4)
Agency Transfers 11.2
10 Contractual Salary Adjustments -
Misc Adjustments -
Vefoes {712.7)
FY10 Management Plan (GF only) $35,277.5 ($706.9) -2.0%
One-time ftems removed 393.1
Transfers between Agencies {nets zero statewide) -
FY11 Contractual Salary and Health Increases 37.4
Misc Adjustments . -
FY11 Adjusted Base Budget (GF only) $35,708.0 $430.5 1.2%
|FY17 Governor's GF Increments/Decrements/Fund Changes 2.517.7
FY11 Governor's Request (GF only) $38,225.7 $2,517.7 7.1%
. ' ' Change from
FY11 Governor's Increments, Decrements and Fund FY414 FY11 Adj Base
Changes FY11 Adjusted | Governor's to FY11
. Base Budget |Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $2,517.7
Natural Gas Commercialization - 1,5650.0 1,650.0 1(a,d)
Tax Division 13,680.8 14,780.8 1,100.0 1(b,c)
Treasury Division 4,112.6 4,499.6 387.0 2
Permanent Fund Dividend Division 7.418.0 7.518.0 100.0
Long Term Care Ombudsman 111.2 207.9 96.0
Commissicner's Office 1956 197.6 2.0
Administrative Services 2433 2441 0.8
Child Support Services 77196 7.001.5 (718.1) 3
Change from
: FY11 Adj Base
Non-General thnd Agency Summary - FY11 to FYJ-”
FY11 Adjusted | Governor's Governor's
. Base Budget Request Request See Note:
Other State Funds (all allocations) 173,164.8 163,040.7 (10,1241} 4,5,6,7
Federal Funds (all allocations) 40,553.9 41,064.1 510.2 3
Total Non-General Funds {all allocations) $40,553.9 $41,064.1 $510.2
1
Position Changes (From FY10 Management Plan to Gov) 925 927 2
PFT 866 869 3
PPT 41 41 1]
~[Temp 18 17 {1),
. . : State Funds | Federal
Governor's Capital Request {GF + Other) Funds Total See Note:
Planning and Research 1,000.0 262.0 1,262.0
Mainienance and Repairs 5,706.0 - 5,700.0
Remodel, Recanstruction and Upgrades 10,7085 6,200.0 16,908.5
New Construction and Land Acquisition 20,250.0 4,000.0 24,250.0
Equipment and Materials - - -
Information Systems and Technology 1,420.5 133.4 1,562.8
Other 11,550.0 9,500.0 21,050.0
TOTAL CAPITAL $50,638.0 $20,095.1 $70,733.1
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Department of Revenue

The Department of Revenue’s responsibzlities include:
¢ administration and enforcement of Alaska’s tax laws;
¢ management of tﬁe treasury;
e administration of the Permanent Fund Dividend Program;
e collection and distribution of child support; and
e administrative supbort to the following independent boards and corporations:
Alaska Permanent and Corporation;
Alaska Housing Finance Corporation;
Alaska Municipal Bond Bank Authority;
Alaska Natural Gas Development Authority;

c 0O O ©G O

Alaska Retirement Management Board; and

the Alaska Mental Health Trust Authority.

0

SIGNIFICANT ISSUES

The FY11 Department of Revenue (DOR) general fund operating budget submitted by the
Governor is $2,517.7 above the FY11 Adjusted Base [$3,535.8 Unrestricted General Funds
(UGF) and a reduction of $1,018.1 Designated General Funds (DGF)].

The following notes correspond to the numbers in the last columnn of the preceding spreadsheet:

1. Gas Pipeline Development: $2.65 million UGF. The Governor’s bill
includes a language section totaling just over $10.5 million for gas pipeline development.
Itetnized in this section is $2.65 million to the Department of Revenue for the following:

a. $1.5 million- — Continued contractual assistance in the analysis and
implementation of a natural gas pipeline. The Department received $1.221 million
in FY09 for contract assistance. The Department requested $771.0 for FY10. The
funding was ultimately denied by the legislature. Just before the FY09 books closed,
$550.0 was transferred through the Governor’s Office to DOR in order allow DOR to
extend a contract into FY10.

lJleglslatwe Fiscal Analyst Conithent: it is ‘d;ﬁ“ cult to deteyminé gas pipeline funding
{weds statewzde let along for mdzwduai agenczes Centralzzmg gaslme fundmg in
z‘he Governor 5 Oﬁ“ ice provzdes cenrralzzed control and ﬂexzbtltiy as-circumstances
change Although the -Governor’s Office dlstnbuted money at’ the. begznnmg of thé
{Scal year. (rather than on an ‘as-needed basis, as the: leg1slature mtended) the

edistributioii of fundmg among agencies. demonsirates that ceniralizing fundm o Y
be a'gobd optzonl

b. $800.0 - Four exempt oil and gas Commercial Analyst positions in ‘the Tax
Division; starting salary of $144,000 ($200,000 with benefits). These exempt
positions are intended to attract employees with industry experience and expertise to
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strengthen the state’s position on oil and gas issues. This is similar to the approach
used for the Audit Master positions created by Alaska Gasline Inducement Act
(AGIA).

Legistative. Fiscal Analyst Comment: Due to its less competitive pay package, the
'Department has had diffi iculty . attracting talent from the-oil and gas mduszry The
Chzef Economist position in'the Tax Division. has remained unfilled for the last tw
years Even, wztk more competitive sdlaries, the Audit Master positions have bee
difficult to Sill. One of ihe four positions is still unﬁlled Recruitment difficulty wa
lantmpcu‘ea’ by prior, leglsz’atures and incrément requests were’ reduced. . If these

rositions. are determmed fo be warranted Sithcommittees may want ‘to consider
ﬁtndzng this. request ina s:mzlar manner—usmg a phased approach recognizing that
Yil.positions aréunlikely to bé filled on the first day of the fiscal year]

¢. $300.0 AGIA Information Reporting System. This new system (to be built in-
house with contractual assistance) will be used initially to track and report on AGIA
reimbursements. As the project progresses, the system would be used to hold the
pipeline builder accountable for prolect timelines, costs, and other details required
under AGIA.

Legislative’ Ftscal«Anab’st :Comment:.: This-request may ‘be Beller T “place 1n -the
capztal budget The Department has Several information: tecknalogy capita ,requesta
Voswhicirithis could: be added |

d. $50.0 AGIA Fund Audit. AS 43.90.400(c) requires that regulations address periodic

“audits of the AGIA Reimbursement Fund. The new regulations [15 AAC 90.020(c)]

establish that audits be performed not less than annually. The Department is
requesting $50.0 for a contractor to conduct this audit.

L As-with muich of AGIA,: this, funcao
both Revenue and Natural Resoarces :

Legzslanve Fiscal Analyst Commert::
re.g)onszbzhty of the Commzsszoners , f

urrently avazlable‘ .resourees, " riot, an annua! one-ame mereme may. ;e 5. b
hecessary for the limited vears in- wh:ch rezmbursements areJexpected to: occurj—

2. Constitutional Budget Reserve (CBR) Fund Management Fees:

$387.0 (UGF). As the general find liability to the CBR has been repaid (see
following table), assets under management (and associated management fees) have
increased. This increment request will fund the full $2.06 million cost of managing the
CBR.

Legzslatwe Fiscal Analyst “Comment:The: general tfiind surpluses of recenr Years.have
prowa’ed the' legzslarure with | fundzng fo pay down the liability to the-CBR." For thé f rs}
fzme 'since "its moepfzon the CBR was fully repaid—at least momentanly—at théend. of
/o Y09 when a portzon of the statutory budgetreserve (SBR) fund was sweptinto the CBR)

However a lzabzhly was again.creatéd. when the FY10 reverse sweep restored $401/6
mzllzon o the SBR[

Legislative Finance ‘Recominendation: . The Aegislature may wish-to consider | pavingithe
mveszmenr management fees from the general funa‘ The State’s CBR lmbzlzty ‘may $oon
be fully repazd Paying management fees from. the .general fund would eliminaté the heéd
for ad Superma]onty vate to pay- management fees!)
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GF Liability to the CBR
FYO07 FY08 FYQ9 FY10
Prior Year End Liahility 5,091,129,825 4,781,779,253 150,093,111 -
GF Reverse Sweep 156,696,777 . 416,165,110  1,466,159.407 401,617,000
Year Beginning Liability 5,247,826,602 5,197,944,363 1,616,252,518 401,617,000
Special Appropriations to Fund (50,000,000) (3,000,000,000) (1,000,000,000) -
CBR management fees 117,761 466,868 1,239,870 -
GF Sweep  (416,165,110) (2,048,318,120)  (617,492,388) -
Year End Liability 4,781,779,253 150,093,111 - ?
GF Surplus - 582,158,713 215,875,388

Child Support Services Division (CSSD) Fund Source Change:
$400.0 UGF/ -$1,118.1 DGF (Net -$718.1 GF). The Governor’s FY10

original budget request included a $1.9 million fund source change from Receipt
Supported Services (RSS) to GF/Match for two reasons: declining Temporary Assistance
for Needy Families (TANF) cases resulted in insufficient funding to match federal
receipts, and the federal government is no longer allowing the use of Federal Incentive
Payments as state match. However, the ARRA bill provided temporary funding for
CSSD and temporarily allowed the Federal Incentive Payments to be used as state match.
The end result was that CSSD received $1.331 million of Stimulus funds, along with
$400.0 of GF Match in HB 199 (Ch. 17, SLA09).

When the ARRA funding expires on September 30, 2010, this funding will no longer be
available and the Federal Incentive Payments cannot be used as state match. ’

Mental Health Trust Zero-based Budgeting: $2,758.3 MH Trust

Receipts. The Alaska Mental Health Trust Authority continues to use zero-based
budgeting for all of their programs. The goal of the Trust is to be able to identify how
Trust funding is being allocated on a year-by-year basis.

Legislative Fiscal Andlyst>Comment:=: This. concept"may work-well for “Trust program
1ﬁmdmg, kowever erefit £ appear liniited for the T rust 5. admmzstr A_Lve £ udget - Thg
VYT request is*$J 08 3 Jarger than FY1 0, bui ‘the Teason for the. increase-is-not enfively
clear]

Legislative Fiscal Analyst Recommendation: Retuin-to mcremental budgeting: for T rusl}
adminisirative. componénts: (mcludmg rhe Tmst Fand Offide in.Depdvrtment. of Natuml

Resources)]

Permanent Fund Corporation (APFC) Investment Systems and
Technology: $518.0 APFC Receipts. Contractual fees for existing

investment information and analytic systems are increasing by $117.0. New contract
services of $321.0 are requested for expanded and additional risk management analysis
systems. Also, $80.0 is requested for a network security audit, firewall security upgrades
and fixed income trade system enhancements.
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Legislative Fiscal Analyst Comment; The costs for the network audit and fi rewal{
security upgrades appear to be one time in nature. It may be prudent to-change. the
Increment to an Increment-QTI transaction _j

Permanent Fund Corporation Vacancy Factor Adjustment:

$318.2 APFC Receipts. The corporation is requesting a reduction to their
personal services vacancy factor from 5.7% to 0.86%. The Office of Management and
Budget’s (OMB) vacancy factor guidelines for a staff of 37 are between 3% and 6%.
OMB does make the lower limit optional, however. APFC currently has 33 of its 35 full-
time positions filled and will be recruiting to fill the others in the near future. One
position was unsuccessfully filled in the fall of 2009.

Legzslatwe Fiscal Analyst Comment At is unclear whether a vacancy factov reduction
of this magmtude is warranted. T urnover for FYDY was+9.3% while. the average for
lFY 0g- 09 is 12. 6/ While turnover does not: preczsely equate to vocancjy, it does tmpl}
thait vcincies are ltkely fo occur Subcommzttees may wzsh to review personal Services
’expendziure pldns before approving this mcrementl

APFC Investment Management Fees: $-14.24 million APFC

Receipts. The market collapse in the latter half of 2008 and beginning of 2009
eliminated substantial wealth from the Permanent Fund. Ending FYO0S, right before the
crash, the Permanent Fund’s total market value stood at $36.5 billion. At the bottom of
the crash in February of 2009, the fund value was $26.7 billion, rebounding to finish the
fiscal year at $29.9 billion. Although there was substantial loss recovery, and more is
projected for FY10, the amount budgeted for management fees in FY10 is in excess of
what is likely to be needed in FY11.

Legislative Fiscal Anglyst. Commeyit: The Y08 peak market value required a"36 million
Supplemental appropnatton Jor management fees.. "That same Se.s'szon -$18.6 tillion Waf:;1
l:zdded to the FY09  budget in antlcxpatton of continued market growth The FY10Q budge1
%/vas then reducied. 810 million because. of the crash The proposed rediction Jfor FY] y/
is*eems warranted, but perhaps is oo large." 4 $6 5 million decrement would put them
orein line, with the ratio. of fees 10 marker value of 1 FY08, Unless'mandgemént fees: have‘
%ieclmed _§ubkommittees mday wankio reduce the decrément. .See.table belov,

Permanent Fund {millions)
Yrend Ratio Mgmt

Market Management | Change Fees/ Market
FY Value Fee Budget |in Budget Action Value
2008 Base 73.8
2008 36,634.0 79.8 6.0 | Supplemental 0.218%
2009 29,916.0 92.4 18.6 Incrernent 0.309%
2010 32,165.0 82.4 (10.0)1 Decrement 0.256%
2011 34,800.0 68.2 (14.2)}] Decrement 0.196%

-_Target ? 34,800.0 75.9 {6.5)] Decrement 0.218%
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ORGANIZATIONAL CHANGES

A new eomponent titled Natural Gas Commercialization has been created within the
agency. The funding is separated from other gas-line funding proposed for the Tax
Division.

CAPITAL REQUEST

The Alaska Housing Finance Corporation (AHFC) capital budget makes up the majority of
DOR’s annual request (97% of the budget for FY11). AHFC has over $68 million budgeted for
their housing programs, including $19.7 million of federal receipts and $30 million of the $42.5
million AHFC dividend to the state. A few of the larger projects are;

the Supplemental Housing Development Program: $8 million AHFC Dividend;

» the Senior Citizen’s Housing Development Program: $4.5 million AHFC Dividend;

» the Homeless Assistance Program: $10 million ($3.35 million AHFC Dividend, $3
million Alaska Industrial Development and Export Authority (AIDEA) Dividend,
$500.0 GF, $1.15 Mental Health Trust Authority Receipts (MHTAAR) and $2
million Federal);

e the San Roberto Redevelopment: $9.7 million ($2.2 million AHFC Dividend, $7.5
million AHFC Bonds); and

e the Teacher, Health, Public Safety Professionals, and Village Public Safety Officer
(VPSO) Housing Loan Program: 36 million AHFC Dividend.

The remainder of DOR’s request is comprised of various small information technology projects
totaling approximately $1.5 million. Most notable, however, is a $300.0 UGF request to create a
plan for a Tax Revenue Management System, currently estimated to cost $35 million (with
annual license and maintenance fees of $2 million). ‘

{_Zegtslatwe Fiscal Analyst ‘Gomnient: Last session DOR requested 3234 “million’ t-be; combmea
qutth $3.9 million recetve d inFY09 for a new Jax Revenue Management System The fundmg was
lultzmatebz deniéd.” Dunng the interim; th' lEnterprtse 'Inve.stment Board (the mformatzor
technologv overszght hoard wzthm the Departmen ' _tzon) dtrected EOR to.compilea
comprehensive plan outlmmg in detdil-the: functz 15 of h ) hew. systen = This $300.0 would-ba

Ctilized for: this.plan]

{I’he $3:9 million received.in’ FY09. was Brgken down into -three approprtatmns =.$830°0 for a
lCorporate/ Motor Fuel Tax System $460 0 for &. Mtnmg, Tax System and $2. 621mtl{ton for an
il and Gas. Production Tax System “None: of this ﬁmdmg ‘has beerl expended do-date, Repealmg
these. approprtatzons in dnticipation df an mtegrated 6% sysiém appropriation. for FY12 may .be

L,Qrudentl
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Department of Transportation and Public Facilities

All Dollars in Thousands

(GF Only) Change % Change | See Note:

FY10 Conference Committee {(GF Only) $291,654.2
FY10 Fiscal Notes -

CarmyForward 1739
Special Appropriations -
Agency Transfers 11,250.0
10 Coniractual Salary Adjustments (944.9)
Misc Adjustments -
Vetoes .

FY10 Management Plan (GF only} $302,133.2] $10,479.0 3.6%
One-time items removed {11,423.9) 1
Transfers between Agencies {nefs zero statewide) -

FY11 Contractual Salary and Health Increases 4,401.9
Misc Adjustmenis- -
FY11 Adjusted Base Budget (GF only} $295111.2 ($7,022.0) -2.3%
[F¥11 Governor's GF Incremenis/Decrements/Fund Changes 4,765.2 :
FY11 Governor's Request (GF only} $299,876.4 $4,765.2 1.6%
A\ )
. Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj Base
Changes FY11 Adjusted | Governor's to FY11
Base Budget [Request {GF| Governort's
{GF Only) only) Request See Note:
Altocation ’ $4,765.2 ‘
Central Region Highways and Aviation 43,746.8 45,636.8 1,880.0 2
Maring Vessel Operations 115,199.8 116,199.8 1,000.0 3
Marine Shore Operations 6,800.9 7,300.9 500.0 4
Nerthern Region Highways and Aviation 59,267.4 59,637.4 370.0 S
Statewide Design and Engineering Services 1,164.5 1,439.5 275.0 6
Northern Region Facilities 9,352.1 9,594.1 242.0
Statewide Aviation 2,082.5 23125 220.0
Measurement Standards and Commercial Vehicle Enforcement 4,506.7 4,608.8 102.1
Ceniral Design and Engineering Services 864.5 924.6 60.1
Traffic Signal Management ' 1,633.8 1,682.2 48.4
Equal Employment and Civil Rights 306.2 350.7 44.5
Transportation Management and Security 939.7 959.7 30.0
Program Development 556.9 540.0 (16.9)
Change from
FY11 Adj Base
Non-General Fund Agency Summary EY11 to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:

Other State Funds {all allocations) 236,587.9 239,187.1 2,599.2 7

Federal Funds (ali aliocations) 4,213.4 3,922.3 (291.1)

Total Non-General Funds (ali allocations) $4,213.4 $3,022.3 ($291.1)

T

Position Changes (From FY10 Management Plan to Gov) 3,866 3,847 (19}
PFT 3,207 3,190 (17.0)
PPT 439 437 (2.0
Temp 220 220 0.0

. . State Funds Federal
Governor sACapltaI Request (GF + Other) Funds Total See Note:

Planning and Research 2.750.0 93,754.0 96,504.0
Maintenance and Repairs 35,400.0 117,810.0 1532100
Remodel, Reconstructicn and Upgrades 15,150.0 332,000.0 347,150.0
New Construction and Land Acguisition 69,137.2 74,008.8 143,146.0
Equipment and Materials 24,862.0 30,575.0 55 437.0
Information Systems and Technology 2,185.5 4,750.0 6,935.5
Other 400.0 20,530.0 20,930.0

TOTAL CAPITAL $149,884.7| $673,427.8 $823,312.5
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Department of Transportation and Public Facilities

The Department of Transportation and Public Facilities (DOT&PF) is responsible for planning,
research, design, construction, operation, maintenance, and protection of all state transportation
systems and many public facilities. This includes approximately 260 state-owned airports and
seaplane bases, 5,600 miles of state roads, 700 buildings ranging from maintenance shops to state
office complexes, and 25 ports and harbors. In addition, the Department owns and operates the
Alaska Marine Highway System (AMHS), The Department also owns and operates the State
Equipment Fleet, which provides full maintenance support and replacement activities for all
departments and state agencies, including 7,967 light and heavy duty vehicles and attachments.

SIGNIFICANT ISSUES -

The FY11 Department of Transportation and Public Facilities (DOT&PF) general fund operating
budget submitted by the Governor is $4,765.2 above the FY11 Adjusted Base [$2,788.0
Unrestricted General Funds (UGF)/$1,977.2 Designated General Funds (DGF)].

Leg;s!atzve Fiscal ‘Analyst Comngent “Dast sessmnjzﬁthe.legmlature expanded the DOT&Pfi
- rural alrport and fac:lht_y’-mamteqancg and '

unpfove ser{qces 1n,FY-lb_ and what he' Depaﬁrheht’smxpei:taﬂons -are fof*FYlﬂ l;éfo;e.éazﬂng

%xpenchture authonzat;_off]

Significant issues are highlighted in the notes below and correspond to the numbers in the last
column of the preceding spreadsheet.

1. Fuel/Utility “Trigger” Appropriation (DOT&PF Maximum

$41.25 million UGF). The last three budget cycles have seen unprecedented
commodity price volatility. FYO8 was a year of high energy prices. World-wide
economic conditions during FY09 relieved energy cost pressure statewide, and FY10
began with Alaska North Slope (ANS) crude trading near $70/barrel (nearly 180%
greater than the December 2008 low of $25.81/bbl). As of this writing, ANS Crude is
trading near $80/bbl and trending higher.

The oil price “trigger” appropriation created by the legislature has performed as intended
in this environment. By making fuel appropriations one-time items, and backing them
out of base budgets each year, the legislature has avoided building a budget base that may
contain unnecessary funding.

As in FY10, disbursements of “fuel trigger” funding would occur at the beginning of
August and December. Disbursements would be based on the average price per barrel of
ANS Crude to date on the first day of the aforementioned months. For example, prices
averaging $76 (the Department of Revenue’s Fall Forecast price for FY11) on August 1st
would result in disbursement of $20.5 million, of which DOT&PF would receive 65%
plus or minus 10% (as decided by the Governor’s Office). As is expected, DOT&PF
has utilized the majority of past disbursements to purchase fuel for the Alaska Marine
Highway System.

DOT&PF received $33 million under the “trigger” appropriation in FYO09 (their
maximum allocation of the $44 million triggered). Due to the crash in the price of oil,
and subsequent reduction in the price of fuel, $9.2 million (of the $33 million DOT&PF
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Page 152

received) was available for reprogramming during the FY09 supplemental process. The
funding was appropriated to the Alaska Marine Highway Fund for future needs. In
FY10, the Department received $11.25 million in August, and $13.5 million in December
2009. ’

Legzs!atwe Fiscdl Analyst-Comment: Given the eurrent price of oil, ngne of the FYI(
dzsznbunon ig expecfed to be availdble -at year end. - The agency. could require d
supplemental appropriation for FY10 if the price trend contmues] .

Ut some point, it may be advisable tor accept that the world energy market has chariged
permanently The current-Départingnt of Revenue oil price forecast has prices trending
upward for the next decade ranging from §80. to -over $100/bbl. It _may be prudent td
adjust.agency base budgets,, reducing the amount.to be distributed via the trigger

Environmental Protection Agency (EPA) Water Quality Permit

Compliance: $1.87 million UGF. The EPA National Pollutant Discharge
Elimination System Program (NPDES) requires the Department to obtain a permit for
municipal storm water conveyance systems. The NPDES requires compliance to a strict
set of standards regarding maintaining water quality. The recently renewed permit,
effective February 1, 2010, mandates additional drain inventory and cleaning and
increased street sweeping (from once a year to three times). Funding for two new
positions is requested to manage and oversee compliance for the program.

The Department’s capital request includes $1 million UGF for creation of a geographic
information system that maps the entire storm drainage system in the Anchorage region.
Another $1.041 million UGF is included in the capital budget in response to an NPDES
mandate to map all sand storage sites within the Municipality of Anchorage.

Legzslatzve Fiscal” Analyst. Compiient: © The full xmpact of - rhe §more stHragent permu
{equzrements on DOT&PF is not yet knowne Jubcomm;ttees may wzsh 16 ask the. agenc}
{or ar complete multz—year tmpact analys:s on.both their. operating and.capital. budgets
Also gwen the E ebruary “d effecave date>ihie-FY10 budget may neéd’ ad]ustment inorder
0. comply w;tk -Permit reqmrements

AMHS Satellite Communications Contract: $1 million UGF. The
Alaska Marine Highway System has recently closed a Request for Proposal (RFP) to
supply the fleet with satellite communications. A vendor is expected to be selected in
mid January of 2010. The funding being utilized for the hardware and installation will be
supplied from the Federal Highway Administration through various AMHS and
Intelligent Transportation System (ITS) capital appropriations. The agency is requesting
an increment to purchase the operating bandwidth for the communication system to
commence operations.

Legzslatwe Fiscal Analyst Comment: : This in¢rement request is an engmeermg estzmate
as a vendor has notyet been awarded a contract. Refinemenis. tothe request can oecily in

AMHS Bellingham Terminal Lease Increase: $500.0 DGF. The
lease for the Bellingham Terminal has recently been renegotiated. The building lease
will increase $483.4 along with operating and maintenance increases of an additional
$148.0. Contracted terminal services (ticketing, reservations, etc.), however, decreased
$134.0 for a net increase of approximately $500.0.

~
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5.

Northern Region ADA Compliance, Positions, and Building

Costs: $547.0 UGF. The Federal Highway Administration has notified the
agency that they are potentially in violation of the Americans with Disabilities Act
(ADA) with regard to sidewalk and bike path maintenance in the Northern Region.
Additional funding ($305.0) is requested in the Highways and Aviation allocation to
create a Sidewalk/Wheel Chair Ramp Repair Program. The funding will be utilized to
replace frost heaved sections of bike path and repair or install necessary wheel chair
ramps. Included in the Facilities allocation is an increment for two maintenance
specialist positions and the operating costs for two new buildings that came online in
2009 ($242.0).

[Legtslatwe Fiscal Ana{yst Comments, As. noted above, considerdable fundmg was ‘addeq
’:{fo the “three regaonal Hzghways Aviation- and Faczlztzes allocations last _Session. for
mﬂatzonary costs and serwce expanszon Northem Regwn Hzghways and "Awanon

may w1sh to revzew “how: thzs fundmg y bemg utzlzzed before mcreaszng expendzture
aurhor;t)_)_!

Harbor Program Administration: $275.0 UGF. The budget for
administration of the Harbor Program is being moved from the capital budget to the
operating budget. An annual general fund appropriation has been included in the capital
budget for some time. Prior year amounts are: FY10 — $200.0, FY09 - $400.0, FYO0S -
$200.0, FY07 - $600.0, FY06 - $100.0.

Legzslatwe Ejscal’; Anabrst"Comment DOT &PF ?has requesz‘ed thzs ongomg. program be
57 ) ; MG N

onsisient.annual-budgét

State Equipment Fleet (SEF) Commodities, Fuel, and Services:

$2.7. million (Other). Additional expenditure authority is requested from the
Highway Equipment Working Capital Fund (HEWCF®) in order to match budgetary
authority with anticipated costs. As the cost of maintaining and replacing the fleet’s
assets increases, so do the rates the State Equipment Fleet must charge to agencies that
rent the equipment. Pressures driving the budget increase include the cost of motor fuel
(purchased through the SEF credit card system), the cost of travel to perform remote
maintenance, shipping costs and inflationary effects on other commodities.

ORGANIZATIONAL CHANGES

There are no significant changes.

2 The HEWCF is an internal service fund of the state (like the Information Services Fund or Public
Building Fund) used to aggregate operating and replacement costs of the State’s equipment fleet. Revenue
of the fund is derived from the leasing of state equipment to state agencies. |
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CAPITAL REQUEST

The DOT&PF capital budget comprises the majority of the statewide capital budget each year.
Typical programs include the Surface Transportation Program (receipts from the Federal
Highway Administration) and the Airport Improvement Program (receipts from the Federal
Aviation Administration). Both programs require state match components that are usually
budgeted separately to allow for agency flexibility. The budget also typically has appropriations
from the general fund for facility, harbor, airport, highway and Alaska Marine Highway
vessel/terminal deferred maintenance, and for the stockpiling of materials for construction. The
Governor’s proposal contains elements of all of the above. See the capital budget section on page

55 for further details.
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University of Alaska
All Dollars in Thousands
. {GF Only) Change % Change ] See Note:
FY10 Conference Committee (GF Only) $617,042.4
FY10 Fiscal Notes -
CarryForward -
Special Appropriations -
Agency Transfers 1.650.0
10 Contractual Salary Adjustments -
Misc Adjustments -
Veloes -
FY10 Management Plan {GF only) $618,692.4 $1,650.0 0.3%
One-time Items removed (4,518.4)
Transfers between Agencies {nets zero statewide) 305.0
FY11 Contractual Salary and Heslth increases 11,2734
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $625,752.4 $7.060.0 1.1%
|FY11 Governor's GF Increments/Decrements/Fund Changes 13.161.4
FY11 Governor's Request (GF only) $638,913.8] 313,161.4 2.1%) _
Change from ]
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted] Governor's | Base to FY11
Base Budget |Request (GF| Governor's
{GF Only) only) Request See Note;
Allocation $13,161.4
Budget Reductions/Additions - Systemwide 2.0 432.5 430.5 5
Statewide Services 29,353.6 29,593.0 238.4 1,2
Office of Information Technology 16,923.1 - 17,681.9 758.8 1
Systemwide Educatign and Qutreach 7.589.0 7.6591.0 2.0 4
Anchorage Campus 204,532.1 207,162.7 2,630.6 1,2,3
Kenai Peninsula College 10,7143 10,828.5 114.2 1,2
Kodiak College 3,684.1 3,721.4 373 1,2
Matanuska-Susitna College 8,765.9 8.862.3 96.4 1,2
Prince William Scund Community Cellege 6,120.3 6,176.6 56.3 1,2
Small Business Development Center §g87.2 891.2 4.0 1
Fairbanks Campus 192,486.2 197 .447.7 4,961.5 1,23
Fairbanks Organized Research 56,474.2 58,2131 1,738.9 1,4
Bristol Bay Campus 2,005.6 2,033.4 278 1,2
Chukchi Campus 1,2455 1,265.7 20.2 1,2
College of Rural and Certmunity Development 11,1016 11,102.2 0.6 1
Interior-Aleutians Campus 2,607.3 2.648.7 41.4 1,2
Kuskokwim Campus 4,534.1 4,630.2 96.1 1.2
Northwest Campus 2,054.3 2,078.1 23.8 1,2
Tanana Valley Campus 11,792.2 11,808.6 16.4 1
Cooperative Extension Service 5,220.3 6,525.5 1,305.2 1.4
Juneau Campus 37,296.4 37,770.0 473.6 1,2,5
Ketchikan Campus 4,463.7 4,5617.4 53.7 1,2
Sitka Campus 5,899.4 5,932.1 32.7 12
. Change from
) FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's | Governor's
Base Budget Request Request | See Note:
Other State Funds (all allocations) 73,280.0 76,146.0 2,866.0
Federal Funds (alf allocations) 131,006.7] 132,798.7 1,792.0
Total Non-General Funds (all allocations) $204,286.7| $208,944.7 $4,658.0
Position Changes (From FY10 Management Plan to Gov) 5,216 5,216 4
PFT 4,994 4,994 -
PPT 222 222 -
Temn - - -
. - State Funds | Federal
Governor’s Capital Request (GF + Other) Funds Total See Nota:
Ptanning and Research 1,400.0 - 1,400.0
Mainterance and Repairs 37,5000 - 37,500.0
Remode!, Reconstruction and Upgrades - - -
New Construction and Land Acquisition 108,600.0 - 108,600.0
Equipment and Materials, - - -
Information Systems and Technology - - -
Other 15,000.0 - 15,000.0
TOTAL CAPITAL $162,500.0 $0.0| $162,500.0
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University of Alaska

The major goals of the University are to inspire learning, and to advance and disseminate
knowledge through teaching, research, and public service, emphasizing the North and its diverse
peoples by fostering and promoting the following:

* ahigh quality postsecondary educational system;
e appropriate vocational education development and training;
* advancement and extension of knowledge, learning, and culture; and

¢ the University as the state’s primary research facility with focus on the application of
new knowledge and emerging technologies to meet the needs of the state.

SIGNIFICANT ISSUES

The FY11 University of Alaska (UA) general fund operating budget submitted by the Governor is
$13,161.4 above the FY11 Adjusted Base [$5,294.7 Unrestricted General Funds (UGF)/ $7,866.7
Designated General Funds (DGF)]. Significant issues are highlighted in the notes below and
correspond to the numbers in the last column on the preceding spreadsheet.

1.

Non-Personal Services Fixed Cost Increases: $8.75 million
($2,168.4 UGF/ $4,520.0 DGF/ $1,172.8 Other/ $892.0 Federal
Receipts). This increment is intended to cover:

a. facilities maintenance and repair costs (calculated at a minimum 1.5% of current
building value to keep pace with ever ‘increasing building maintenance needs) and
other increases in non-discretionary costs (estimated at 1.5% of contractual services
and commodities); and

b. statewide network infrastructure/connectivity funding which is necessary to fully
utilize the high-speed network connectivity currently provided by the GCI broadband
capacity gift circuit between the University of Alaska and the national
research/educational network Internet2. This request also provides expansion of the
available bandwidth to UA Community. Campuses and rural locations, improving the
availability and speed of telecommunications services.

Utility Cost Increases: $2.6 million ($1,484.3 UGF/ $1,100.0 DGF).

This increment covers the projected FY11 utility and fuel oil cost increases, estimated at
ten percent over FY10.

Legzslatwe -Fiscal  Analyst- Comment:* A5 o FY 10, the. Govemar‘ cincluded .a. contmgeng
appropnatwn Vm the operatmg budget to oﬁgeﬂ mcreased fuel and utzlny COSES .0
vgeicies. The icient fundzn%
%ecause zr does‘not cover the toral cost of fue /utzlzty mcreases smce FYO? The
Umvers;ty iridicaies-that-a supplemental requiest for fuelutility costs.may be*submltted

jl‘or Y10l

New Facility Operating and Maintenance Costs: $692.0 (all UGF).

Additional funding in this area would cover:
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a. the Integrated Science Building (ISB) (3429.0 UGF) at the University of Alaska
Anchorage campus. The request adds to the $2,094.3 ($1,025.0 UGF/$1,069.3 DGF)
received as base funding for ISB operating and maintenance costs in FY10; and

b. the State Virology Lab ($263.0 UGF) at the University of Alaska Fairbanks (UAF)
campus. This increment will provide UAF’s portion of annual base funding for
maintenance and operations of the new lab that is owned and primarily occupied by
the State of Alaska Department of Health and Social Services. In FY10, one-time
funding of $150.0 UGF (which was to cover approximately 57% of UAF’s portion of
the cost) was approved. The one-time appropriation was removed from the FY11
Adjusted Base.

Energy Priority Program: $3.6 million ($950.0 UGF/ $1,768.4

DGF/ $900.0 Federal Receipts). Fairbanks Organized Research and the
Cooperative Extension Service each request increments of approximately $1.8 million to
work with the Alaska Center for Energy and Power (ACEP) and other University
researchers to bring applicable energy research information to communities throughout
the state. A liaison will work with communities, inform ACEP of energy-related
problems and local resources, and transmit information from ACEP to communities. The
increment will also allow for the development of energy-related extension materials for
use statewide. The same amounts of one-time funding were appropriated for these
purposes in FY10; this request would make the funding part of the University’s base
budget.

Technical . Vocational Education Program (TVEP) Receipts

distribution: $478.3 (all DGF). According to Chapter 47, SLA 2008 (HB 2),
50% of TVEP funding is allocated to the. University. Available TVEP funding is
projected to be $5.2 million for FY11 (approximately a 10% increase over FY10). (The
estimated statewide total net available TVEP funding for FY11 is $10.9 million, an
increase of $956.8 over FY10.) University funding is statutorily allocated to Statewide
Programs—45% ($430.5 increment in FY11) and the University of Alaska Southeast—
5% ($47.8 increment in FY11). TVEP funding has been instrumental in the University’s
ability to meet Alaska’s workforce training and educational needs and continues to be the
key source of funds for that purpose.

Legislative Fiscal Analyst Comment: . n F Y09 ‘the Umversxzy transferred TVEP funds
hom the University of . Alaska Southeast through a‘Reimbursable. Services Agreemen
(RSA),-and indicited they were likely to do §0°in FYI 0. Legzslanve Finance. belzeves the
'transfers violate rulés regarding tiansfers across appropFiation lines aid are couniter 1o
}leg-tslatwe}mtent!

Legtslatzve Fiscal flnalyst Recommendatwn Vif the' Umverszty of Alaska. Southéast
flppropnatwn canndt vse the TVEP allocation, the money.should lapse o thé law should
be modified] '

The Governor’s University of Alaska FY11 budget adds no new positions. The total coﬁnt is
4,916 (4,694 PFT and 222 PPT) positions. -

Legtslatxve ‘Fiscal Analyst Coinmerit: “The Governor’s budget is less than the Board of Regerits
request by $17.9 million (all GF). ‘In past years, narratives discussed dyﬁ’erences between the
Regent § reqigst and. ‘the Governor s regiiest. In response to legislative diréction that the
Governor s request will serve as the starting point of budget deliberations, the Reégent’s requesl
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ORGANIZATIONAL CHANGES

The single appropriation structure under which the Unuversity had been organized for many years
was replaced by the legislature with a multiple appropriation structure in FY09. The legislature
determined that seven appropriations would allow more oversight and control from a legislative
perspective. The Governor’s FY11 budget has maintained the same structure that is in place for

FY10.

3'}

CAPITAL REQUEST
There are two general fund projects in the University’s FY11 capital budget:

¢ $37.5 million GF to maintain existing facilities (renewal and renovation annual
requirement); and

e $1.4 miilion GF for a feasibility study for community campuses. This evaluation
would use the academic and campus master plans to identify academic and support
infrastructure facilities needed and then test the ability of current campus facilities to
meet those needs. These campuses are located throughout Alaska from Ketchikan to

Kotzebue.

The largest item in the University’s capital request—$108'.6 million for the UAF Life Sciences
Classroom and Lab Facility—is funded with a combination of Certificates of Participation and
University Receipts. The facility—which has been a University priority project for several years—
would provide classrooms, research lab space and offices for life sciences programs.
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Alaska Court System

All Dollars in Thousands

¢

(GF'OnIy)

: Change % Change | See Note:
FY10 Conference Committee (GF Only) $87,211.3
FY10 Fiscal Noles -
CarryForward .
Special Appropriations R
Agency Transfers -
10 Coniractual Salary Adjustments -
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $87,211.3 $0.0 0.0%
One-time lterns removed {1.5)
Transfers between Agencies {nets zero stafewide) -
FY11 Coniractual Satary and Health Increases 2,753.6
Misc Adjusiments -
FY11 Adjusted Base Budget {GF only) $89,963.4 $2,752.1 3.2%
|FY11 Governor's GF Increments/Decrements/Fund Changes 5,352.4
FY11 Governaor's Request (GF only) $95,315.8 $5,352.4 5.9%
v
. Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor’s | Base to FY11
Base Budget |Request (GF| Governor's
. {GF Only) only) Request | See Note:
Allocation $5,352.4
Apellate Couris 6,468.0 6,642.3 173.3 1.2
Trial Cours 71,490.3 76,108.0 4,617.7 1,2,3,4
Administration and Support 9,522.2 10,048.6 526.4 1
Commission on Judicial Conduct 366.9 376.9 10.0 1
Judicial Council 1,073.0 1,098.0 25.0
Change from
: FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY#1
FY11 Adjusted|{ Governor's | Governor's
, Base Budget Request Request See Note:
Other State Funds (all allocations) 506.0 1,561.3 1,055.3 5
Federal Funds (all allocations) 1,675.6 1,675.6 0.0
Total Non-General Funds (all allocations) $2,181.6 $3,236.9 $1,055.3
1
Position Changes (From FY10 Management Plan to Gov} 806 832 26
PFT 737 763 26 1
PPT 47 a7 0
Temp 22 22 -
. . State Funds Federal "
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research - - -
Maintenance and Repairs 2,500.0 - 2,600.0
Remaodel, Reconsltfuction and Upgrades - R .
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $2,500.0 $0.0 $2,500.0
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Alaska Court System

The Alaska Court System constitutes the Judicial Branch of the state’s government. Alaska has a
unified, centrally administered, and completely state-funded judicial system. The mission of the
Alaska Court System is to provide, expeditiously and with integrity, an accessible and impartial
forum for the just resolution of all cases that come before it, and to decide such cases in
accordance with the law. :

There are four levels of courts in the Alaska Court System, each with different powers, duties and
responsibilities. The four levels of courts are the Supreme Court, the Court of Appeals, the
Superior Court, and the District Court. The Supreme Court and the Superior Court were
established in the Alaska Constitution. The District Court was established by state statute in 1959,
The Court of Appeals was established by state statute in 1980. Jurisdiction and other areas of the
judicial responsibility for each level of court are set out in Title 22 of the Alaska Statutes.

The Alaska Court System’s budget is presented in three appropriation requests - the Alaska Court
System, the Commission on Judicial Conduct, and the Judicial Council.

SIGNIFICANT ISSUES

The FY11 Alaska Court System’s general fund operating budget is $5,352.4 Unrestricted General
Funds (UGF) above the Y11 Adjusted Base. Significant issues are highlighted in the notes
below and correspond to the numbers in the last column on the preceding spreadsheet.

1. Improve Public Service: $4.25 million UGF. The Court System has been
experiencing difficulty in recruiting and retaining qualified staff to manage the Agency’s
increased caseloads throughout the state. To address this problem, the Agency has
requested twenty-six additional full-time positions in the FY11 budget. Increments to
address caseloads include:

e  $2.007.0 UGF: Add clerical and administrative support positions in communities
with the largest need;

Legzslatw_e ‘Fiscal’ Analyst'Commeént:: In FY10, the- Jegislature; approved 50%: ($Jj

3 _2, 7. Mxllzonz’ UGI' request to.increase: courr posmons

o $1,483.2 UGF: Apply changes to the geographical differential as recommended by a
recent salary study commissioned by the Department of Administration and to
progress towards parity of the court system’s salary structure with that of the General
Government and Supervisory Bargaining Unions. The differential currently paid to
court employees (AS 39.27.02) has not been changed 1 over 25 years;

Legaslauve -Eiscal, Analyst Comment: The geogmphzc differential recommendations
Have not been adopted and do mot yet-apply to-other state: employeesJ

s $174.7 UGF: Increase hourly pay for Pro Tem Judges and Justices from $30/hour to
$75/hour. Courts contends that this rate is comparable to the hourly rate of court
appointed attorneys. Pro tem appointments are made to cover judicial vacancies;

Legislative Fiscal: Analyst Comment:sIn FY10;.the Conirt System requested a smaller
gncrement ﬁ)r this' purpose ($147.4. UGF) which the legzslature deriied. - This FY1]
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Page 162

;reguesz reflects an increase in-the Judicial Retirement System (JRS) ‘contribution
ratel

$574.3 UGF: Eliminate vacancy factors that currently exacerbate the number of
backlogged caseloads by forcing delays in filling judgeships; and

Legtslatwe Fiscal Analyst ‘Comment: -In FYI0; the legl.s‘lature approved _39%
(325 0.0 UGE) of the Court’s $639.4 UGF réquest to eliminate vacancy-factors!

$10.0 UGF: Reduce personal services underfunding in the office of Judicial Conduct.

Legislative Fiscal Analyst Comment K Y10, the’ leg1.s'lature Jully funded- the Courlz
[S'ystem s 53, 6 UGF réquest for. personal services underfunding. in the office «of
b’udzczal Conductf

Operating Expenses: $803.2 UGF. Operating costs are increasing for the
Court System in the areas of lease costs, building maintenance, utilities, service contracts,
equipment, and travel. Increments for these purposes include:

$278.8 UGF: This increment would cover annual building maintenance costs if the
Courts were to assume ownership of the Nome court facility from the Federal
Government. This increment will not be needed if funding for a new State Office
Building in Nome is approved. In 2009, the legislature appropriated $1.9 million
UGF to the Department of Transportation and Public Facilities (DOT&PF) for land
purchase and project design. The Governor did not include the Court’s request
(submitted through DOT&PF on behalf of the Court System and other agencies for
$33 million UGF) to construct a new facility in the FY11 capital budget. If the
Governor does not submit a budget amendment for facility construction, the Court
System will seek additional funding to address numerous building maintenance
issues surrounding the existing Nome court facility;

$250.0 UGF: Update operating systems and replace outdated equipment with a
planned, cycled approach;

[Legzslatzve'gzscal, “Analyst “Comin The wCom’tJ System Srequiesteda " Similan

ificrement in Y0, half ($125:0:UGFE)iwas apﬁroved[

$99.2 UGF: Increase lease space in both Galena and Chevak. Any trial requiring a
jury in the Chevak area must presently be conducted in Bethel due to inadequate
space in the current building. Additionally, the Agency requests an increment for
new space in Galena indicating that its trial facility is too small and becoming
increasingly difficult to maintain,;

$98.0 UGF: Increase for instate/long distance phone expenses. In past years the
Court System used prepaid phone cards extensively to save on toll costs for
instate/long-distance services. Because the current carrier will no longer provide
these services at rates formerly offered, the Court System will use a combination of

local carriers and a teleconferencing service provided through Intercall, Inc.;

$67.8 UGF: Replacement of aging workstations and furniture; and
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s $9.4 UGF: Additional travel expenses for the Juneau-based Chief Justice to
participate in interagency meetings, court functions, and official events, many of
which occur in Anchorage.

Transcript Costs for Criminal Proceedings: $125.0 UGF. The
demand for transcripts has increased in step with an increase in criminal caseloads.
Coupled with this increased demand, fewer contractors are willing to accept work from
the court becaus¢ the payment rates are below market standards. The Court System is
currently paying -a per page rate of $2.65 - $3.05, while federal courts are paying a per
page rate of $3.65 - $4 8s.

%ﬁYg] ,wasgdemed]_

Custody Mediation Program: $125.0 UGF. Over a recent 18-month period,
mediation referrals increased sharply resulting in a 250 percent increase in costs—an
amount not sustainable by the federal grant that funds this program. The Court System
secks funding to augment federal funds and to expand this program. According to
Courts, this program is successful and assists parents in developing workable custody
agreements while supporting domestic violence prevention.

Mental Health Programs: $955.3 MHTAAR and $845.6 GF/MIH.
FY11 will be the third year of zero-based budgeting for Mental Health Trust Authority
Authorized Receipts (MHTAAR) funding — meaning that all MHTAAR funding in state
agencies is removed from the adjusted base and reconsidered by the Mental Health Trust
Aauthority each fiscal year.

For FY11, The Mental Health Trust Authority is recommending $955.3 ($20.0 less than
FY10 Authorized) in MHTAAR funding for the MH Trust Disability Justice Initiative.
The majority of the funding 1s for:

SL.COMIMEnt: _fThehC ourtf*System~S,requestéfogarszmzlar increment

+ preventative treatment for youth intended to avoid future expensive treatment
services associated with the adult correctional and judicial systems; and

* developing court-ordered treatment plans that address client’s treatment needs and
are monitored by the court, thus reducing risk of future contacts with the criminal
justice system.

The majority of the $845.6 GF/MH funding will support Disability Justice Initiative
programs to ensure continued access to treatment services for existing and new
therapeutic courts participants.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

As a separate branch of state government, the Alaska Court System has the constitutional
authority to submit its operating budget request directly to the legislature. As a courtesy, the
Court System sends its operating budget to the Govemor for forwarding to the legislature. This
allows the operating budgets for all three branches to be introduced in the same budget bill.
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The Alaska Court System also has the constitutional authority to submit its capital budget request
directly to the legislature, and it does so each year. This budget is submitted in the form of budget
documents rather than in the form of legislation. Because the Court System does not have the
power to introduce bills, governors have traditionally included some or all of the Court System’s
capital budget request in the Governor’s capital budget bill.

For FY11, the Court System is presenting a capital request of $41.1 million UGF fo the
legistature. The Governor included $2.5 million UGF (all for deferred maintenance projects) in
his capital budget bill. The list of all the Court System’s capital projects is listed below:

Priority Project Amount
{in thousands)
[} Anchorage Campus Project Renovation ' $18,148.1
2) Nome Courthouse Deferred Maintenance, Code $3,830.9
Upgrades, and Remodel
3 Court Information Technology Enhancements $1,943.8
4) Law Library Integrated Services Software $150.0
5) Court Security Projects $978.8
6) Building Equipment & Systems Replacement {to Extend $1,000.1
Life of Facilities)
7 Statewide Remodel Projects $1,690.0
&) Replace Worn Fumnishings and Repair Specialized $650.0
Finishes in Public Use Spaces
9) Deferred Maintenance Projects $11,826.7
10) Statewide Building Code and Energy Upgrade for Court $745.0
Buildings
11) Vehicles and Forklift Replacement $95.0
TOTAL $41,058.4
Page 164
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Alaska Legislature

All Dollars in Thousands

{(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $65,730.0
FY10 Fiscal Notes -
CarryForward 1,545.8
Special Appropriations -
Agency Transfers -
10 Contractual Salary Adjustments -
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $67,275.8 $1,545.8 2.4%
One-time ftems removed (1,545.8)
Transfers betwéen Agencies {nels zero statewide) -
FY11 Contractual Salary and Health Increases 9732
Misc Adjustments -
FY11 Adjusted Base Budget {(GF only) $66,703.2 ($572.6) -0.9%
|FY11 Governor's GF Increments/Decrements/Fund Changes 1,545.8
FY11 Governor's Request (GF only) $68,249.0 §1,545.8 2.3%
¥
FY11 Governor's Increments, Deérements and Fund Y11 cg\ﬁe‘:ﬁm
J]
Changes FY11 Adjusted | Governor's | Base to FY11
. Base Budget |Request {GF| Governor's
(GF Only) only} Request | See Note:
Allocation ] $1,545.8
Councit and Subcommittees 1,206.9 2,842.7 1,545.8 2
Office of Victims Rights (fund source change) - - 0.0
Change from
FY11 Adj
Non-General Fund Agency Summary FY114 Base to FY11
FY11 Adjusted | Governor's | Governor's
) Base Budget Request Request | See Note:
Other State Funds (all allocations} 0.0 0.0 0.0
Federal Funds (all allocations) 3400 340.0 0.0
Total Non-General Funds {all allocations) $340.0 $340.0 $0.0
Position Changes {(From FY 10 Management Plan to Gov) 526 526 0
PFT 246 246 -
PPT 280 280 -
Temp - - -
Governor's Capital Request ?(_:?:ti ZL:::; F;::;:I Total See Note:
Planning and Research - - - ,
Maintenance and Repairs - - -
Remodel, Reconstruction and Upgrades - - -
New Consiruction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $0.0 $0.0 $0.0
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Alaska Legislature

The Alaska State Legislature sets policy through the adoption of laws and has the power of
appropriation as provided in the Alaska Constitution and in state statute. The legislature includes
the following appropriations and allocations:

* Legislative Budget and Audit Committee
o - Legislative Audit
o Legislative Finance
o Committee Expenses
o Legislature State Facilities Rent

s [egislative Counci!

o Legislative Salaries and Allowances
o Administrative Services

© Session Expenses

o Council and Subcommittees

o Legal and Research Services

o Select Committee on Ethics

o Office of Victims Rights
o Office of the Ombudsman
s Legislative Operating Budget

SIGNIFICANT ISSUES

The budget submitted to the Governor is traditionally a preliminary draft that has not been
formally reviewed by legislative leadership. The FY11 submittal is essentially identical to the
FY10 budget, with the exception of salary adjustments and a fund change (see #1 below). The
notes below correspond to the numbers in the last column on the preceding spreadsheet.

1.

A fund change replaces $60.5 of Permanent Fund Dividend (PFD) Criminal funds with
unrestricted general funds.

Legtslatweéﬁ’ﬂbxﬂ (Commient Sy Theamountg Gttt fimd avalidik
waries, with G ame f dhs WW@?Z&&QWM
InCarCerared [MEHE@ iecendinvestmengiosseshieducedpR B Ythereyiska correspondmg
decyease @H@@RMM %Rﬁﬂh&id}m’i'
Wl isliequestediiopeplaced R gy @rimina ffundsy

Because the Governor traditionally does not alter the budget submitted by the legislature,
two one-time appropriations from FY 10 remain in the FY11 budget—345.8 UGF for the
Legislative Qutdoor Heritage Council and $1.5 million UGF for an Endangered Species
Act/Effects of Climate Change. '
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L egislative Fiscal Analyst Comment: -dn keeping with a legislative decision to mzmmzze
:can—yforward the legislature may wish to delete these FY10 one-items from the FY1 1;
budgetl

There are no capital projects or organizational changes requested.
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State of Alaska Fiscal Summary — FY10 and FY11

{in millions)

FY10 Authorized Budget FY11 Governor's Proposed Budget Change In GF
Total Total
General |[Other State] Federal General |Other State| Federal
Funds Funds Receipts | All Funds Funds Funds Receipts | All Funds $ %
1 | REVENUE (£1cussen pemanent Funa Earrings) (1 5573.2| 500.8| 3,091.3| 91653 || 6,008.0 | 501.3| 2,780.6 | 9,289.9 || 4348 7.58%
2 | |unresiricted General Fund Revenue {Fat 2009} (2) 47719 - - 4,1711.9 5.236.6 . - 52366
3| [Canyforward (3) 221 1.3 148,4 1894 - - -
4 | |Other Revenue Reclassified as General Fund Revenue {4) 7732 - 773.2 74 - . M4
5| |Federal and Othes Funds - 499.5 254491 3,444 4 - 501.3 27806 32819
- e——
s |APPROPRIATIONS
7 |TOTAL OPERATING APPROPRIATIONS 4,849.7 35121 1,939.2 [ 7,140.0 || 5,129 35231 1,912.6 | 7,394.0 2794 5.8%
s |[Agency Oparations 47484 | 2953| 1,915.3] 86,3553 || 4,327.0( 2908] 1,885.8] 6,512.5 1826 4.4%
9 [Current Fiscal Yaar Appropriati in i 4,004.4 2953 19155 8,305.3 4.271.0 290.9 1,885.6 6,462.5 1826 4.5%
10| |Agency Operations (Non-Formila) 24387 2924 991.2 3rz2.2 2,528.4 250.1 1.2 1.759.8 89.7 AT%
11 | |K-12 Educalion 10737 - 208 1.084.5 1,128.7 - 208 1.150.5 560 5.2%
12 | [Other Formula Programs 582.1 28 890.5 1.475.3 6169 28 9235 1.543.2 a8 6.0%)
13 | |RPLS {No FY2011 RPLS are included) - 02 121 13.2 - - - -
14 | |Fiscal Notes - - - - 20 7.0 - 8.0
15 | | Dupdi AL 1Zaton (i dilive} (5) - 625.2 - 624.2 - §21.1 - 621.1
" 16 |8u Appropeiation: 500 0.0 0.0 50.0 50.8 0.0 0.0 50.0
17 | Statewide Operations 708.3 55.8 3.7 784.8 802.1 52.4 27.0 881.5 96.8 13.7%
18 |Current Fiscal Year Appropriations 705.3 55.8 237 7848 £02.1 524 27.0 881.5 96.8 131.7%
19 | |Debt Service 167.7 55.8 14.7 238.2 1970 524 18.0 267.4 294 17.5%|
20 | |Fund Capitalizaticn 1.5 - a0 16.5 75 - a0 18.5 - 0.0%
21| |Direct Appropriations to Relirement 284.7 - - 284.7 357.6 - - 357.6 729 25.6%
22 | HLocal Government Suppit 60.0 - - §0.0 60.0 . . 60.0 - 0.0%
23| [Qil & Gas Investmen) Tax Credits 180.0 - - 1800 180.0 - - 180.0 - 0.0%
24 | |Resource Rebate 5.4 B - 5.4 - - - - (5.4} -100.0%
25 | |Dupticaled Avlharization {non-additive) (5) - 137.1 - 1371 - 8.5 - 85
26 [TOTAL CAPITAL APPROPRIATIONg 280.0 20.0 1,138.4 ] 1,4584 548.5 54.7 839.3}F 14425 268.5| 95.9%
27 |Gurrent Fisgal Year Appropriations 280.0 40.0 1,138.4 1,458.4 839.3 1.4425 .9 95.9%
28 | |Project Appropriations & RPLs (Revised Programs) 263.2 40.0 1,1384 1.4418 838.2 12914 1353 51.4%
29 | |Fund Capitalization 16.8 - - 16.8 1.1 151.1 133.2 792.1%
30 | [Projecis Funded with Ganeral Obligalion Bonds {(non-add) - - - - - -
31 | |Projects Funded with Other Debt Proceeds (non-additive} - 24.0 . 24.0 - 1811
32 | |Capital Veloes (nor-aodilive} - - - - - -
33 | |Ouplicated Authonzabon {non-addifive) (5} - 46.8 - 46.8 . 2018
4 | [Mongy on tha Streal {indudes af fund sowtes) {6} 280.0 46.8 1.138.4 1.5G5.2 £839.3 1.544.2
35
36
a7 [Transfers T,007.0)] 10.0 T3.7] (9834|2750 8.7 - 25 || 1B T [-127.5%
a8 |Qurrent Fiscal Year Appropriatigns [1.007.04) 10.0 137 {883 4)| 2750 87 288 3125 1,292.% -127.3%
39 | {Designated Savings (Public Edutation Fund} {1.057.4)] - - {1,057.4} 140 - - 140
40 | |Des'gnaled Savings {Perfarmance Scholarship Fund) . - - - 4000 - - 400.0
41 | |Undesignatad Savings (Constilutional Budgel Reserve Fung) {1.7) - - (1.7 (2.1) - - {2.1)
42 | |undesignated Savings {Alaska Housing Capilal Corporatian) - - . - {1770/ - . {1770
43 | |Other Transfers £2.0 10.0 13.7 ‘T5.7 40.1 8.7 28.8 775
- —
44 |Post-Transters Authorization (undupiicated) 4,122.6 401.2 | 3,091.3| 7,615.1 |] 5,952.6 415,71 2,780.6 | 9,148.9 || 1,830.0} 44.4%
45 |Post-Transfers Susplus {Draw From CBRF} 1,450.6 26%| of Revenue i 55.3 1%| of Revenue
.
a6 [Permangnk Fund Appropriations $90.0 996 0.1 £80.6 15230 856 - 16086
a7 | [Permanent Fung Dividends 590.0 - - 590.0 37,0 - - 637.9
48 | |Deposits to Pringipal - - 0.1 0.1 886.0 - - 836.0
49 | |Other Uses of Eami - 996 - 89.6 - 85.4 - 858
so| Total Authorization tunduplicated) 4,712.6 500.8 ) 3,091.3 8,304.7 7,475.6 501.3} 2,780.6 | 10,757.5 2,763.0 58.6%
| T T T o=y T —— . S A M —
51 |[EISCAL YEAR SUMMARY (exciudes perme) 41226 ___401.2|_ 309131 106786 |]_ 59526 4157} 2780.6]_ _14890.5]} 18300 44.4%
52 | |agency Gperations R 4,144.4 295.3 1,915.5 6.355.3 43270 299.9 1,885.6 6.512.5 182.6 4.4%
53§ | Statevide Operations 7053(_ . s58(__ 237 ___ 7848 802.1 _52.4 270 881,5 96, 13.7%
54 | |Tolal Operating 4,049, 351.2 1,939.2 7,1400 §,1291 352.3 19126 7,394.0 279.4 5.8%
55 | [Capital 2800 40.0 1,134 1,458.4 548.5 54T £35.3 1.442.% 268.5 95.9%
56 T ots) Aumherization 51297 0.2 3.077.6 8,598.5 5,677.6 407.0 2,7519 3,836.% 548.0 10.7%|
57 | Ireansters {1,007.0} 10.0 137 {983.4) 275.0 8.7 8.8 2.5
58 | |Feders Stmulus Funding (ARRA of 2009) 297.1 1761
HNoles: January 15, 2010
(%) Permanent Fund eamings are excluded from reporied revenue because the enlire balance of the eamings reserve actount is gvailabie for appropriation.
Permanent Fund eamings and baj inf ion is ri d on page 2 of the Escal summary.
{2} The Fall 2009 ¢il forecast for FY10 is 0.668 mbd at $66.93 per barrel: the FY 11 forecast is 0.831 mbd a1 §76.35/b0. Source: Revenue Sources Book, Fall 2009
(3) Carrylorward is money that was appropriated in a pror year that is made available for spending in FY 10 via mulliyear appropriations or reappropriations. FY11
carrytorward will be unknown until the dose of FY10.
{2} In an effort to present the butget in a more meaningtul and acowrals way, many sousces of funds were recategonzed from “olher” funds o general funds
beginning in FY11. This summary presents both FY10 and FY 11 budgels in ihe revised tund categories in order tg make comparisons across years valid.
(%) Duplicated authorizations are in ihe budgat twice, such as when funds flow in and out of a hofding account or one agency pays ancther for services provided.
{6) From an accounting perspective. unduplicated authorization (line 26) is the best measure of capital spending. However, adding duplicated fund sources
provides a valuable measure of “maney on the sireet” because itindudes projects funded with bond proceeds and other duplicated fund sources. Page 5
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Alaska State Legislature
HOUSE FINANCE COMMITTEE

Agenda
1:30 PM

Friday, January 22, 2010
Office of Management and Budget
Karen Rehfeld, Director

John Boucher, Senior Economist

Legislative Finance Division
David ‘T'eal, Ditector

FY11 Governor’s Budget Overview
Comparative Fiscal Summary
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