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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 is assigned agency areas of responsibility. Duties of the office
are to:

- (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 legtslature wzth comprehens:ve budget
o  review and fiscal analysis services; = - - AP : L e
“.. -(4) cooperate: with the Office ‘of Management and Budget in, estabhshmg a ' '
e comprehens:ve system for state budgetmg and ﬁnanczal management as set out in
/. the Executive Budget Act'(4S 37.07); R A T

(3 ,___"complete studles and prepare reports memoranda or.other matermls as dzrec ed

Pr _ ad get ,request \books
‘ -Om_lm‘gtee"féports and 2 breakdown of the capita udg

L ‘Commerce, Commumty, NOMmic.
' Fish & Game,_ Labor and. Workfor" :

| ‘Natural Resources
Danith Watts ~ Administration, Education and Early D‘évelob'ment S ' 465-.5435 ’
I Environmental Conservation, University of Alaska - '
 Gary Zepp Health and Social Services, Operatmg Budget Coordmator . 465-5410
' _ 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, Revenue Analysis
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

Introduction

As required by law, the Goveror released her FY2010 budget proposal to the public and the
legislature on December 15, 2008. 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

For the first time in five years, State Senators and Representatives will begin a legislative session
facing the prospect of a fiscal gap. Although the fiscal summary prepared at the end of the 2008
session anticipated a surplus of $350 million for FY09, an unprecedented drop in oil prices since
then has turned a projected surplus into a projected $360 million deficit. And that projection is
based on an average FY09 oil price of $78/barrel. If oil averages $40/barrel for the remainder of
FY09, the deficit will be almost $2 billion—after paying $745 million as a resource rebate and
depositing $1 billion into the Constitutional Budget Reserve Fund. (See the FY09 Sensitivity
Chart on page 2.)

. The FY2010 fiscal situation is equally sensitive to oil prices. The official Department of Revenue

projection is that oil will average $74/barrel during FY2010. At that price, reverue will be
sufficient to support the budget proposed by the Governor; as shown on line 46 of the fiscal
summary on page 4, a pre-savings surplus of about $150 million is projected.

With oil now selling at less than $40/barrel, some legislators have questioned whether the official
revenue forecast ($74/barrel oil) for FY2010 is a useful planning tool. Legislative Finance has
used the official forecast for years, but finds a sensitivity chart to be a more useful tool than a
specific dollar projection. The FY2010 Sensitivity Chart on page 3 shows how the surplus/deficit
situation changes with oil prices (assuming adoption of the Governor’s proposed spending level
of $5.13 billion general funds): )

e $74 oil (the official forecast) produces a surplus of $148 million;
e $73 oil produces a balanced budget;

e  $55 oil produces a deficit of about $2 billion; and

e $35 to $40 oil produces a deficit of about $3.5 biltion.'

In summary, Alaska may be challenged with unprecedented levels of deficits .(or budget
reductions) unless and until oil prices rebound significantly. The combined deficit for FY09 and
FY2010 could reach $5 billion.

Perhaps the only good news related to oil prices is that historically high prices in recent years
allowed Alaska to develop an unprecedented level of reserves. As an example of the massive
savings effort in recent years, consider the status of the Constitutional Budget Reserve Fund
(CBRF). Withdrawals from the CBRF have been used to fill budget gaps almost every year since
1991, and it took 15 years to accrue a general fund debt to the CBRF of $5.2 billion. The
legislature repaid over $4.6 billion of that liability since oil prices began climbing. Even with

! The sensitivity charts are vast oversimplifications of revenue forecasting techniques. They show
only average oil prices for the year, while revenue at any average price is affected significantly by
month-to-month price volatility because of the progressive nature of the tax. Although the charts
can easily misstate annual revenue by $100 million or more at any price point, they are useful as a
guide to determining the surplus/deficit at various oil prices.
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State of Alaska Fiscal Summary

(1) The Fall 2008 revenue forecast for FY09 is 0.701 mmbd at $77.66 per barrel; the FY2010 foracasl Is 0.676 mmbd at $74.41/bbl.

{2) Camryforward is money that was appropriated in a prior year that is made available for spending in FY08 via multivear appropriations or reappropriations.

{3) Corporate dividends Include funds made avallable to the State by the boards of AHFC, AIDEA, and ASLC. Dividends retainad by AHFC for debt service on state capital project
bonds are excluded from the stated amount. Net dividends for FY09 and FY2010, respectively, are AHFC-$59.7 million and $65.5, AIDEA-$23.8 million and $22.7 million, and

ASLC-$4.1 million and $0.0 million,

— (3 milllons) -
FY09 Authorized FY2010 Governors Proposed GF Change
GF Federal | Other Totl GF Federal | Other Total 5 %
1|REVENUE (xciutes » Fund Esmings) 6,765.5 | 2,561.5 | 3,836.7 | 13,163.7 | |5.275.4 | 2,803.8 | 3,384.7 | 11,463.9 || {1,490.1)| -22.0%
2 | [unresticted General Fund Revenue (Fatl 2008) {1} 67514 6.751.4 52754 52754 (147600 -21.9%
3| |Unrestricted General Fund Revenue (2008 interim) {1) 0.0 00 &0 00
4 | |Unrestricted Genaral Fund Revenus {Spring 2009} 1) 0 0.0 0.0 0.0
5| |Camyforward (2) 141 a8 14 20.0 00
6 | [Met Corporate Dividends (3) 876 87.6 B4S 845
7 { |Fedemt and Other Funds 25569 | 374%7 6,304.6 2,803.8|  3.300.4 6,103.9
|
+|APPROPRIATIONS
¢ |TOTAL OPERATING APPROPRIATIONS 5,273.4 [1,754.0 [1,093.9 [ 8121.3](4,572.5|1,699.9] 9544 | 7,226.8 {700.9)] -13.3%
10 [Agency Operations 34279 [ 1,713.4 | 9919 133.2/3560.0] 16678} es7.1| 62240 1419 [ a4%
! £21.9 84332 (| 35199 1.667.9 2574 8.174.9 Nne
12 | {Agency Operations (Non-Formuda) 17753 869.8 968.0 36137 1,800.1 840.4 966.3 3,606.8 24.3 1.48%]
13 | |k-12 Formula 1,003.3 208 143 1,038.4 1,054.8 208 128 1,088.3 51.3 5.1%
14 { |Other Formuda Programs 48,9 8108 92 1.468.8 640.2 806.7 7.8 1,454.7 e8] -1.3%
15| [Amendments 0.0 12,0 03 12.3 20.0 0.0 0.0 20.0
16 | [New Legisiation (oher than those affectng K-12 Foundation) 0.0 0.0 0.0 0.0 50 0.0 0.0 50
7 Autherization fron-additive) (4) o 0.0 705.7 705.7 0.0 0.0 708.5 708.9
|Supplemental Aporopdiations (piseeholder)
18 L 2.0 .0 20 2.0 50.0 28 5] 200 500
19 [Statewlde Ope Opsrations T.o454] 407 | 1020 ] 19681 |[1,0026] 920] (326)] 1,0020]| (6426)] 45.7%
144.3 134 74.1 231.4 1570 12.0 76.8 2458 12,7 8.8%]
7913 27.6 280 847.1 U5 20.0 (109.4) (55.0) 57|  -es58%
4496 0.0 00 249.6 4512 0.0 0.0 4512 1.6 0.3%
0.0 0.0 0.0 60.0 60.0 0.0 0.9 60.0 0.0 0.0%
4000 0.0 00 4000 300.0 0.0 0.0 300.0 (100.0)| -25.0%
0.0 0.0 136.2 136.2 0.0 0.0 0.0 0.0
SUDE 03 00 0.0 (K] 2.0 JX) [X]
28 | fDebt sm 00 00 00 0.0 0.0 0.0 0.0 0.0
29 | [Fund Capitatization 0o 0.0 00 0.0 0.0 0.0 0.0 0.0
30 | |Local Govemment Support 0.0 0.0 o0 0.0 6.0 0.0 0.0 0.0
31 | [Depestts to Retirement Accounts 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
32| |0l & Gas Investmént Credits 0.0 0.0 0.6 00 0.0 a0 0.0 0.0
33 [TOTAL CAPITAL APPROPRIATIONS 669.0 | 807.4| 276.8| 1,753.2 555.1 [1,103.8 | 247.2| 1,806.3 [| {113.8)] -17.0%
24 |current Flscal Year Aopropriations 469.0( 8074 2187 | 17531 1308 2412 § 20.0%
35 [ [Project Approprietions & RPLS (Revtsed Programs) 5200 807.3 248.7 1,585.0 415.1 1,103.9 2182 1,738.3 (1138} -21.5%
36 | |Fund Capitatization 1400 0.1 280 168.1 120.0 0.0 28,0 148.0 200} -14.3%
37 | |Proects Funded w/ Genersy Obilgation Bonds (ron-add} (5} 0.0 0.0 3151 3151 0.0 0.0 0.0 aall .
38 | |Profects Funded w/ Other Debt Provesds {ron-additive) (5) 0.0 0.0 286 20.6 a.0 0.0 243 24.3
39 | |Capitel Veioes (nom-additive) m 4) 0.0 (43.3} (114.7) oo 0.0 2.0 0.0
40 | |pupficated Authorization {ror-addtiive) (4} 0.0 o0 529.7 529.7 0.0 0.0 310.2 310.2
L)l 09 200 [:A] 241 20.0 2.0 20 20.0
42 [ [Capital Prejeets {net of Duplication) 0.0 a0 0.1 0.1 20.0 0.0 0.0 20.0
43| |capital Project Vetoes 0o 0.0 0.0 0.0 0.0 0.0 0.0 0.0
44| [Fund Capitalization 0.0 0.0 .0 0.0 0.0 0.0 0.0 0.9
43 Pre-Savings Authorization (unuupuemd) 5,942.3 | 2,561.5 [1,370.7 | 9,874.5 1.201 7| 913341 (814.7)| -13.7%
a6 |Ere S PR gs S oris Drew Erom CBRMe. . s |icib a2a 12% | of Raverie 3% [if Revapiio | oes
47 [SAVINGS 1,181.3 0.0 0.0} 1,181.3 || {234.8} 0.0 (234.8)1 [{1.416.1)] -120%
48 | 11813 20 2.0 13813 20 20 (1416.1] -
49 | |Constitutional Budget Reserve Fund 1.000.0 0.0 8.0 1,000.0 0.0 0.0 0.0 0.0 {1, uuo o) ~400.0%
50 | |Statutory Budget Reserve Fund 9.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
81| [Pubtic Education Funa 1753 0.0 0.0 1753 96 0.0 0.0 98| (155 7 -94.5%
52 | Cruise Ship Gambling Tax Recelpts 60 0.0 0.0 6.0 (6.0) 0.0 0.0 (6.0 {120)] -200.9%
53| |AHFC Savings Actount 0.0 0.0 0.0 0.0 {238.4) 0.0 00 (238.4 (238.4
54 [Supplemental Savinas [.A:) 20 0.0 o0 2.0 o0 2.0 20
&5 | JConsttutional Budget Reserve Fund oo 0.0 0.0 0.0 0.0 0.0 0.0 0.6
56 | {Statutory Budget Reserve Fund 0.0 0.0 0.0 0.0 0.0 0.0 C.0 0.0
57 | |community Revenue Sharing Fund 0.0 0.0 0.0 0.0 0.8 0.0 0.0 0.0
88 Post-Savings Authorlzation {unduplicatad) 1,370.7 | 11,055.8 2,803.8 (1,201.7 | 8,898.3 ||(2,230.9) -31.3%
. : - > — P - i S}
SHin y % |of Revenue . __ - o T%|of Ravgriue
60 |perman n 0.0 00| 24880 2,488.0 0.0 00| 21830 2,183.0
61| {Per Fund Dividends 0.0 00| 12860 1,286.0 0.0 0| 1310 1,311.0
62 | |Permanent Fund infistion Proofing 0.0 oe| 11200 1,180.0 0.0 0.0 872.0 8720
63 | [other Depostts 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0
64 Total Authorization (undupiicaten)] | 7,123.6 | 2,561.5 | 3,836.7 | 13,521.8 | |4,892.8 | 2,803.8 | 3,384.7 | 11,081.3 .9)] -31.3%
s | FISCAL YEAR SUMMARY
66 | |Agency Operations 34278 17134 991.9 5,133.2 35699  1,667.9 987.1 6.224,9
87 | [Statewide Operations 18454 40.7 anRg 19681 10026 22.0 (32.6)
621 ITotal Operating 52734 175600 10839 81213 457125 18999 9544 7,226
69 | {capital 669.0 207.4 276.4 1,753.2 555.1 1,4029 247.2 1,406,
70| [savings 1,181.3 0.0 0.0 1,181.3 {234.8) 0.0 0.0 (234.8)
Notes: January 15, 2009

{4) Duplicated authorizations are in the budget twice, such as when funds fiow In and out of a holding account or one agency pays ancther for services provided. Duplicated
authorization also includes the expenditure of bond proceeds when debt service on bonds (which includes repayment of principal) will be reflected in future operating budgets.

(5} The state Is responsible for future debt service payments on airport revenue bonds and GO bonds. Bond proceeds are included on line 36 and 37 and are deducted oniine 40,
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

recent investment losses, the balance in this savings account exceeds $6 billion. The legislature
has added to other savings accounts as well:

s 51 billion to the Statutory Budget Reserve Fund;
e $1.1 billion to the Public Education Fund;.and
s  $300 million to the AHFC Capital Corporation savings account.

Without these reserves, Alaska’s FY2010 budget could resembie a list of catastrophic spending
reductions. Alaska’s more than $8 billion in reserves (excluding money held by the Permanent
Fund) allows the state to take a studied approach to the fiscal situation—turning what could be a
short-term crisis into a longer-term planning challenge.

The Governor’s Response to the Fiscal Situation

This discussion focuses on what the Governor proposed in her budget, not on whether the
Governor’s budget shows too much or too little response to the fiscal situation. That topic will
undoubtedly be fodder for legislative debate; this review is intended to give context to that debate
by dividing the budget into four topics:

1. Agency operating budgets are perhaps the best description of the public perception of
“the budget”—they include money for Medicaid, K-12 education and other grant
programs as well as the money to operate all public agencies. Because they are often
perceived as providing necessary public services, agency operating budgets are
notoriously difficult to cut, even in response to declining revenue.

2. Statewide operations include some items that are sticky in the sense that they depend on
prior commitments and are difficult to change in the short term. These items include debt
service and retirement system costs. Other items—community revenue sharing and the
resource rebate, for example—are designed to spend money only when money is
available. This part of the budget can be more responsive to changes in revenue.

3. Capital budgets act as shock absorbers in many states; capital spending increases when
revenue is available and decreases—in some cases to little more than the matching
amount required to receive federal grants—when state revenue declines. In Alaska,
capital spending is sometimes perceived as more desirable than operating spending
because it “brings the money home” to the people that want infrastructure and economic
development.

4, Savings is the portion of the budget that is most responsive to revenue spikes. That status
does little to reduce controversy; “How much should be saved?” was certainly a topic
when oil revenue spiked. Similarly, revenue declines are sure to lead to questions/debate:
“Should we withdraw from savings or focus on cutting expenses?” ‘““Which savings
account should be the source of withdrawals?” “How long will savings last if we.....?".

The graph on page 6 breaks Alaska’s general fund budgets into the four topics described above.
There are a few patterns worth noting:

¢ Agpency budgets grew rapidly during the revenue spikes in the early 1980s and 2005-
2008, but were stable when revenue did not support growth.

» Statewide operations were a decreasing part of the budget as GO bonds were repaid
by FY00. The recent increase is due primarily to the cost of retirement contributions,
capital expense credits against oil and gas production taxes, and the FY09 resource
rebate. '

Page 5
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

¢ (Capital budgets jump during periods of surplus revenue and fade to little more than
the minimum required for federal match when money is tight.

» Savings occur only during revenue spikes.

This review focuses on general funds, not because other funds are unimportant, but because the
difference between unrestricted general fund spending and unrestricted general fund revenue

defines the fiscal gap.” '

1. Agency operating budget growth was $336 million (11%) from FYO08 to FY09.
The Governor’s proposed increase from FY(Q9 is less than one-third as large—3$92
millien (2.7%).

« Most of the increase in agency operations can be categorized as “unavoidable™.

o $51 million is due to K-12 education formula changes that were specified in
advance,

o $31 million is associated with salary increases for state employees, and

o %3 million is associated with a Governor’s bill that reduced business license
fees.

The sum of these items may appear to imply that the Governor’s budget contains few
increases other than “unavoidable” items. But there were some items in FY09 agency
operating budgets that are not repeated in the FY2010 request. These items understate the
FY2010 increase by $43 million.

e Funding for Power Cost Equalization was increased by $23 million for FY09 due to
extraordinarily high fuel prices. The FY09 funding was a short-term fix and the issue
is to be readdressed this session; it will be interesting to see the Governor’s proposal
for permanent changes to the program.

o Funding for increased fuel and utility costs was $44 million in FY09, and is $24
million in FY2010. Given current fuel prices, the reduction is not out of line. It is,
however, inconsistent with the official oil price forecast (see discussion of section 13
of the Governor’s proposed language). At the official forecast, the fuel appropriation
should be $7 million higher in order to match the schedule used in FY09.

Beyond a few large items, attempting to classify increases as ‘“unavoidable” or
“discretionary” is not particularly productive; opinions will always vary. But reviewing
recent budget growth can help put the FY2010 budget in perspective. The 2.7% increase
in agency operations in FY2010 is the smallest in several years. Since FY05, agency
operating costs have increased between ten and 15% annually.

2. The statewide operating budget proposed for FY2010 is $843 million less
than the statewide operating budget for FY09. This decline does not indicate any
significant change in policy direction; the decline is due to:

o Elimination of the $1,200 per person one-time resource rebate—$745 million.

? State unduplicated funds should arguably be the focus of any multi-year budget analysis. That
fund group is more comprehensive, more consistently defined and more informative than the
general fund group. Finance Committee Co-chairs have indicated an interest in reviewing the
budget reporting system in order to provide clearer, more meaningful information on state
spending and revenue.

Page 7
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* A reduction in anticipated claims for oil and gas developrhent credits—35$100 miilion.

e Elimination of one-time capitalization of loan funds—$16 million ($11 million for
fuel purchases and $5 million for improved safety electronics in private aircraft).

There is 2 $13 million increase in debt service, almost all of it associated with the sale of
$315 million in general obligation bonds for FY09 capital projects and an increase in debt
for correctional centers.

Retirement contributions offer substantial flexibility. Actuarial recommendations allow
the state to reduce retirement contributions by about $160 million in FY2010. The
Governor proposed no reduction of contributions. But there is more to this story:

+ State retirement systems have an unfunded liability of several billion dollars.
Although there is considerable flexibility in determining a repayment schedule, the
liability must eventually be disposed of.

¢ The legislature has avoided actions that would have reduced state retirement
contribution rates—essentially opting to pay down the unfunded liability when
revenue was high. '

o The fiscal situation has changed—the outlook is for deficits rather than surpluses.

¢ Maintaining savings balances offers a more flexible planning environment than can
be achieved by paying down retirement system unfunded liability. In the current
fiscal situation, the legislature may wish to reexamine its policy positions on “extra”
retirement payments and on making changes (to actuarial methods) that could modify
the shape of the long-term curve representing required retirement contributions.

3. Capital budgets are put together under a different concept than operating budgets.
While operating budgets are incremental-—meaning that each year there are increments
(and more rarely, decrements) to a base budget that moves forward from one year to the
next—capital budgets start over every year. Compared to operating budgets, capital
budgets are often far more responsive to changes in revenue.

The Governor’s capital budget proposal is $114 million (20%) less than the FY09 capital
budget adopted by the legislature. It is perhaps more useful/interesting to compare the
FY2010 proposal with the FY09 proposal. In that regard, the FY2010 proposal is $194
million greater in general funds and $310 million greater in federal funds than the
Governor’s FY09 proposal. Other funds are down $416 million; the FY09 Governor’s
budget proposed spending $300 million in bond proceeds and $168 million from the
capital income fund. Please see the capital budget discussion in this Overview for
additional details.

4, Savings is the portion of the Governor’s budget that most clearly exhibits a policy
position. Saving for the future was one of the Governor’s two major policy initiatives in
FY09. She proposed making deposits to a trarisportation endowment, an energy fund, the
Permanent Fund and the Public Education Fund. While few of these plans came to
fruition, the legislature deposited nearly $1.2 billion to savings in FY09 (along with over
$5 billion of FY08 revenue).

As shown in the fiscal summary (line 47), the Governor’s proposed budget spends $235
million from savings accounts. Given a pre-savings surplus of $148 million (line 46),
withdrawing from savings accounts is a peculiar policy decision. After withdrawing from
savings accounts, there is a projected FY2010 surplus of $383 million (line 59) that
(absent an appropriation to the contrary) will be swept into the Constitutional Budget
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Reserve Fund (CBRF) at year end. Effectively, the proposed budget transfers $235
million from other savings accounts to the CBRF.

The proposed budget spends $238 million from the Alaska Housing Capital
Corporation account—a savings account the legislature created with a $300 million
general fund deposit in FY07. The Legislative Finance fiscal summary shows this
item as a withdrawal from the savings account and a corresponding increase in
general fund expenditures. The Governor shows the item as an expenditure of “other”
funds rather than of general funds. Further, the expenditure is classified in the
Governor’s budget as a duplicated expenditure so it shows as a net zero item.

Section 18(w) of the Governor’s operating budget bill appropriates $1.062 billion
from the general fund to the Public Education Fund (PEF) in FY2010. This amount is
$9.5 million more than required to fund K-12 education in FY2010, so the fiscal
sumrmary shows a $9.5 million deposit to savings.

But there has been an effort to forward fund K-12 education in recent years. The
concept of forward funding is that the amount appropriated in a given year will be the
amount required in the following year. In this regard, the Governor’s $1.062 billion
appropriation is $50 million short of forward funding the anticipated $1.112 billion
cost of K-12 education in FY2011. '

Although the Governor’s action leaves the Public Education Fund with a balance
(nearly) sufficient to fund anticipated FY2011 K-12 expenditures, this is possible
only because the balance of the Public Education Fund included a surplus that was
intended to provide a cushion in case expenditures exceed expectations. While not
technically a withdrawal from savings, the Governor’s proposal reduces the PEF
balance by $50 million compared to the forward funding concept adopted by the
legislature. _ -

The Governor’s budget also calls for spending $12 million of proceeds from the
Cruise Ship Gambling Tax. The Governor classifies the revenue as “other” funds
despite their inclusion (by the Department of Revenue) in the forecast of unrestricted
general funds. To further complicate the matter, the FY2010 budget spends revenue
from both FY09 and FY2010 ($6 million from each year). The Legislative Finance
fiscal summary shows the use of gambling tax proceeds as a $6 million savings
deposit in FY09 offset by a $6 million withdrawal in FY2010 (line 52).

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 FY2010 budget: ‘

Agency summaries (operatmg budget on pages 11 & 12 and capital budget beginning
on page 49} provide a quick comparison of the Governor’s proposed budget with
FY09 spending. _

Greater detail is available in the discussions of the operating budget (and subtopics)
and the agency write-ups beginning on page 67.

Also, subcommittee members will want to review the detailed agency books available in the
Finance Committee rooms.
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Operating Budget

The fiscal summary provides a “big picture” of the budget, including not only the operating
budget, but alse the capital budget, revenue, debt service, transfers and new legislation. This
introduction to the operating budget focuses on how to put the Govemor’s operating request 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 termn “overview.” These details are better left to subcommittees. 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 (o two scenarios: FY09 Management
Plan and FY2010 Adjusted Base. The advantages and disadvantages of using cach of the
comparisons are discussed in the paragraphs below. The following table highlights items included
throughout each stage of the budget.

Change
Change from from
FY0S Mgt | FY2010 Adj
GF Only Plan Base
FY2009 Management Plan (GF Only) 3,428,123.5
One-Time ltems removed ‘ {142,788.3)
Transfers between Agencies (nets zero slafewide) -
FY2010 Confractual Salary and Health Increases 26,917.0
Misc Adjustments 50.408.6
FY2010 Adjusted Base Budget (GF Only) 3,362,660.8 (65,462.7)
FYZ2010 Unrealizable Salary Fund Source Changes 3,886.6
FY2010 Governor's GF Increment/Decrements/Fund Changes 128,335.0
FY2010 Governor's Request (GF Only) 3,494,882.4 66,7580 | 132,221.6

FY09 Management Plan to the Governor’s request: $66.8 million.
Management Plan is the most accurate picture of the previous year’s budget. It incorporates all
appropriations that can be spent in FY09, including reappropriations and carryforward 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 FY2010 supplemental appropriations that may cccur are also excluded, so
there is no distortion from this source.

However, the Governor’s FY2010 budget does not include reappropriations and carryforward
from multi-year appropriations, so comparing the FY09 Management Plan to the Governor’s
FY2010 request tends to understate spending in FY2010 relative to FY2009. The amount carried
forward to FY09 was about $20 million.

One-time items are a far larger source of distortion. For example, a $23 million appropriation to
Power Cost Equalization is included in the FY09 Management Plan, but it is not expected to be
repeated in FY2010. The PCE appropriation makes the FY2010 budget $23 million lower than
the FY09 budget.
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FY2010 Adjusted Base to Governor’s request: $132.2 million. The adjusted
base attempts to reduce distortion in comparing budgets across fiscal years. It is the first FY2010
budget scenario and can be described as the “cost of doing the same functions in FY2010 as in
FY09.” The adjusted base is the starting point for subcommittee discussion of the Governor’s

. request. .

¢ It removes one-time appropriations, reappropriations, and carryforward of multi-year
appropriations that were included in the FY09 Management Plan.

e It incorporates the FY2010 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 FY2010 Adjusted Base includes increases for the salary adjustments below:

e 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 $56.6 million
statewide ($31.7 million GF, $5.6 million Federal Receipts and $19.3 million in
Other 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 Overview contains discussions of fund source

changes for increased salary costs (general funds replacing federal and “other” fund sources),
position changes and details of debt obligations.
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Position Comparison

The Governor’s FY2010 operating budget request increases permanent full-time (PFT) positions
by 45 from the FY09 Revised Management Plan. In addition, 70 PFTs were added during FY09
to the number authorized by the legislature, so the total increase from the FY09 authorized level
is I15. Overall, the Governor’s FY2010 statewide budget contains 24,496 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 appoint positions within the executive
branch. Positions (i.c. 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

FYD9 Revised Positions Addi.ti.onal TOTAL
Agency FYO.B Management FY2010 Addefi blf Pomhons. Change from
Authorized Plan Governor | Agencies in |[Requested in] FY09 to
FYD9 FY2010 FY2010
Administration 1,048 1,068 1,068 20 - 20
Commerce, Community and
Economic Development 521 523 525 2 2 4
Corrections 1,512 1,513 1,513 1 - 1
Education and Early Development 332 332 332 - - -
Envirenmental Conservation 529 531 532 2 1 3
Fish and Game 915 917 910 2 (73 (5)
Cffice of the Governor 157 160 160 3 - 3
Health and Social Services 3,437 3,436 3,465 {1) 29 28
Laber and Workforce Development 835 833]. 825 (2) (8) (10}
Law 548 551 552 3 1 4
Military and Veterans Affairs 283 2831 - 283 - - -
Natural Resources 759 778 780 19 2 21
Public Safety 837 844 844 7 - 7
Revenue 871 875 887 4 (8) {4)
Transportation and Public Facilities 3,188} 3,197 3,202 9 5 14
University of Alaska 4,694 4,694 4,697 - 3 3
Alaska Court System 728 729 754 25 26
Legislature 246 246 246 - - -
TOTAL -- ALL Agencies 21,440 21,510 21,555 70 45 115
Page 15




512

Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

Non-Duplicated State Funding

Traditionally, comparisons of the Governor’s operating budget have been made using two
“Agency Sumunary” reports—a report comparing total funds (includes all federal, general, and
other funds) and a report comparing only general funds.

This Overview includes a third report comparing differences in non-duplicated state funding.
Over the years, several fund sources have moved from the general funds (GF) group to the “other
funds” group. Although transferring funding from GF to the “other fund” group does not affect
total spending, it does make it more difficult to see the true level of overall state spending.

The State Funds report shows all non-duplicated funds except federal receipts. Duplicate
counting occurs when money is appropriated more than once. For example, an appropriation of
general funds may be used to capitalize the Debt Retirement fund, and money in the Debt
Retirement Fund may then be appropriated to pay debt service. Appropriations from the Debt
Retirement Fund are classified as “duplicated.” Reports using this fund group will not match the
appropriations bill because the appropriations bill includes duplicated appropriations.
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Fund Source Changes for Salary Adjustments

The Govemnor’s FY2010 budget includes increases for rising insurance costs and negotiated
salary agreements. There is a two-step process for allocating these cost increases among the
various fund sources that pay the salaries and benefits of state employees.

Step One: allocate costs in proportion te current funding. This allocation of costs
goes in the adjusted base column—imeaning that the costs are considered
unavoidable and that there will be a single decision to incorporate the costs in the
FY2010 budget. If the Finance Committee Chair decide to incorporate the cost
increases at a statewide level, subcommittees will not be discussing the associated
increments.

Step Two: replace “unavailable” fund sources with general funds. Fund change
transactions that reallocate costs among fund sources appear in the Governor
column—meaning that subcommittees will be discussing the requested fund changes
on an agency-by-agency basis. '

The Governor’s request replaces $3.9 million of federal and “other” funds with general funds.
There are several reasons a fund source may be replaced. Finance Subcommittees need to
examine each agency’s fund source changes to determine whether the changes are justified. The
following discussion highlights issues around some of the fund source changes, followed by
questions subcommittees may want to consider to help them make decisions.

Fund source changes for programs suppofted by revenue, fund balances, or

grants,

Revenue. Many programs are supported by revenue generated by the programs. For
instance, fees for use of the state parks are used to support the parks. If salary costs
increase, should fees be increased to cover these costs? Or, due to statutory or other
considerations, is a fee increase desirable?

Funds and accounts with “low” balances. Some examples are the Fish and Game
Fund, Commercial Fisheries Entry Commission receipts, Agricultural Revolving
Loan Fund and the Oil/Hazardous Release Prevention & Response Fund. These funds
are (or have been) spending at an unsustainable rate.

Grants that don’t increase when costs increase. Many grants are a set amount that
does not increase as costs increase. Other grants have limits on overhead costs.

Fund source examples for the revenue, fund balances, and grants issues:

1002 Fed Repts (11027 IntAirport | 11109 Test Fish | 11180 A/D T&P Fd
1014 Donat Comm {'§1052 Qil/Haz Fd {1141 RCARcpts i 11189 SeniorCare
1016 CSSDFed | {1053 InvstLoss 11153 State Land {11194 F&G NonDed
1005 GF/Prgm ~11054 STEP { 11154 Shore Fish  1{1201 CFEC Repts
1018 EVOS Trust  [7]1055 IAOILHAZ [, {1155 Timber Rep
1021 Agric RLF 11076 Marine Hwy &’ 1156 Rept Sves |-
1024 FishiGame | {1092 MHTAAR  ['{1157 Wrkrs Safe | |

Page 18
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o Is there a possibility of collecting more revenue for the program/project?
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If a fund balance exists, is it possible (or desirable) to draw more from the fund?
Should the program absorb the cost of the salary adjustments?
Should the state use GF for this program?

o O 0O o©

Should the state subsidize a program that has been self-sustaining?

Fund source changes for contractual services.

e Statutorily Designated Program Receipts (SDPR) (1108) consists of program
receipts for projects initiated by a third party that are outside the scope of an agency's
normal business.

o If a third party is contracting with the state to do something outside the scope of
the agency’s normal business, should the contract reflect the full costs of doing
the third party’s work?

e Interagency (I/A) Receipts {1007) consists of amounts transferred between
appropriations under contractual Reimbursable Services Agreements (RSAs). For
example, the Department of Labor and Workforce Development (Labor) may
contract with the Department of Administration (DOA) for human resources services.
Because Labor is primarily funded with federal funds, federal funds are used to pay
DOA (it shows in DOA’s budget as I/A Receipts). When general funds replace VA
receipts in DOA’s budget, the state pays for the federal government’s fair share of the
cost of providing humarn resources to Labor.

+ Highways Equipment Working Capital Fund (Hwy Capital) (1026) are receipts
from rental fees and surcharges to various departments for equipment rental, repair
and supplies.

The following questions apply to SDPR, I/A, and HwyCapital:

e  When the cost of doing business rises, should the agency receiving services pay for
the increment with the appropriate fund source?

e  Would it be preferable to appropriate GF to the recipient of services rather than the
provider of services? An increment in the receiving agency makes the budget clearer.

Fund source changes for Capital Improvement Project (CIP) Receipts

s CIP Receipts (1061) consist of amounts transferred from capital projects to the
operating budget for project operating costs. As a project’s operating costs increase,
are additional CIP receipts available?

Page 19
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_ -Languageé Sections of the Governor’s FY2010 Operating Budget

Section Deleted; appeared in FY09 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, 2009.

Legislative Fiscal Analyst Comment; In recent years the legislanire has
taken steps to redice. the need for routme ‘siipplemental- appropriations.
The intent of this sectton was to’ emphaszze that supplemental operatmg
appropriations - are, deszgned to ‘be_limited to! needs. that saré, trily
unantzc:pated

(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,

agamst ﬂuctuatzons in recezﬁtsl

Section Deleted; appeared in FY09 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, 2009.

Leglslthe Ftscal Analyst Comme' t This:. sectzon was adc?ed by fkg
legtslature _;eveml years ago i pesponse - 1o’ agency reqmests for
suppleme ,tal' appropnattons 0, "cover the: costs of reclasszﬁeatton of
selected _]Ob c[asses that the'le isle ”r as: ed-of i

T he section’, clarzf es that th_ﬂ‘ ‘c'tq i€ f reclassy‘jnng ‘positions.: is: Io. “be
Wbsorbéd in an agency s.existing bud budgeﬂ

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. It is the intent
of the legislature that the office of management and budget submit a report to the
legislature on January 15, 2009, that describes and justifies all transfers to and
from the personal services line by executive branch agencies during the first half
of fiscal year 2009. It is the intent of the legislature that the office of
management and budget submit a report to the legislature on August 1, 2009, that
describes and justifies all transfers to and from the personal services line by
executive branch agencies during the second half of fiscal year 2009.

* Sec. 4. ALASKA AEROSPACE DEVELOPMENT CORPORATION. Federal receipts and
other corporate receipts of the Alaska Aerospace Development Corporation received during the
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fiscal year ending June 30, 2010, that are in excess of the amount appropriated in sec. 1 of this
Act are appropriated to the Alaska Aerospace Development Corporation for operations during the
fiscal year ending June 30, 2010,

Legzslatwe"Fxscal Analyst Commeng +This'section. is-intended to' maxzmzze ‘the: AADC's s;
abtlzry o attract launch activity by lzmmgtzng all.questions, regardmg the. corporat:on s

ability.to accept dnd spend receipts'in-a-timely “minsier!

iFundulg The estlmated .impact:. of "this' 'section 'i$y zero™ Hlstorlcally, the
apprOpnatlons 1o’ AADC in‘section l:have beeh sufficient to avoid appheatlon of
thlS sectlonI

* Sec. 5. 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, 2010, 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 administrative and
associated costs for the fiscal year ending June 30, 2010.

-

TeCovery'™ programs ‘in variots. deoertments“

(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 2010 is appropriated from the earnings reserve account
(AS 37.13.145(a)) to the principal of the Alaska permanent fund.

Subsectionb - 1s an. “inflation_proofing”™ provision; which:-transfers..money from-the
Earmngs Reserve Account io prlnc:lpali

T

Fundmg The projécted’ amount- of inflation proofing for FY2010:is $872
hillion!

(c) The amount required to be deposited under AS 37.13.010{a)(1) and (2} during fiscal
year 2010 is appropriated to the principal of the Alaska permanent fund in satisfaction of that
requirement.

§ubsect10n c appropnates 25% of rmneral leasg reritals, royaltles royalty sales, ‘etc. 10
the principal of the Perrnanent Furid as requ1red by constitution or statitte!

Fundmg ‘These deposrts to. the Pérmanent Fund do _not- appear in-the bill
g.ummary or.in Leg1s1at1ve Fmance reports because ‘the . depos1ts arei
constltutlonally dedlcated rather. than appropnated The Permanent Find-projécts ects
that dedicated depos1ts will be $659 million diiring FY2010

* Sec. 6. DEPARTMENT QF 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 Administration for those uses during the fiscal year ending
June 30, 2010.

Page 21




518

— Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

This section references the statute that-allows up'to $5 million’ts be- swept from lapsmg
general fund appropnatlons for the catastrophe reserve. accounit. It ‘appropriates - funds
from. the catastrophe reserve account to-the Department of Admmlstratlon to obtam
msurance estabhsh reserves' for- the _self-insurance program, and t0 satisfy claims’ of
_]udgments arising under the program1

Legislative Fiscal Analyst Comment This section re emphaszzes the state’s authority- to
Eexpend funds from the state instrance catastrophe reserve account " described. in’ AS
7.05. 289(a). The language may not be necessary, but it does no.harm!

Leg:slatwe Ftscal Analyst Comment The catastrophe reserve account Sweeps lapsmg
these funds were, not avatlable two. opportumtzes would remam for tueetmg catastrophzc
s:tuatzons, A Supplemental appropnattons by 'the legzslature and’-2)" judgment
legzslatton.-.—Delays that. could occur with legisiative remedies ‘would casise-diffy culty in
situatiosis that require immediate acttonf

Equ(ﬁ_i;ng «This prov151on has’ no :FY2010._ fiscal’ ithpact;, it.| allows motley

approprlated “elsewhérés to - be: transferred/spent Bt does | 1ot~ increase - total
appropnatlons]

* Sec. 7. 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,
2010, under AS 41.15.180(j) is appropriated as follows:

(1) wup to $170,000 1s appropriated to the Department of Transportation and
Public Facilities, commissioner's office, for road maintenance in the unorganized borough, for the
fiscal year ending June 30, 2010;

(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, 2010, 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, 2010.

Subsectmn tlfappropnates $170,000 -of*" ‘National Forest Receipts to DOT&PF. for;toad
maintenance.in the: unorgamzed borough

Subsectlone 2 approprlates any ‘remaining bala.nce To - be, paid as_grants ‘0. local
governments in-the: unorgamzed borotigh!

Legtslattve Ftscal :Analyst Comment: Nattonal Forést receipts. consist of nattonal forest
income recetved by DCCED for the portzon of nattonal forests located w:thm the
Lnorgamzea’ borough By law, 73.percent of the income is allocated 7] publzc schools and
25 percent for mdintenance, of public roads in | the unorgamzed borough‘

p

gtattonal fore.st recetpts fund remammg at the end of the f .scal year lapses mto the
general ﬁmd and’shall be used for school and-‘road mamtenance in'the aﬁ'ected areas of
the. unorgamzed borough for. y which dzrect dtstrzbutton has: not been made. T he ¢ amount
izppropnated insubsection | ($ 170.0), ‘hds not. changed for several years . 3

Legtslauve ‘Fiscal. ‘Z&nalyst Comment “Subsection. 2 appears to change ‘the “intended
purpose of lapsing receipts. Undér AS 41. 15:1806) lapsing money must be’ spent in areas
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rthaa,‘ do not receive money under AS 41.15, '180(c) and (d) Subsection 2 takes money ' that
would otherwige be'spent in unorganized areas and appropriates it to local governments)

(b) An amount equal to the salmon enhancement tax collected under AS 43.76.010 -
43.76.028 in calendar year 2008 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 2010 to qualified regional associations operating within a
region designated under AS 16.10.375.

Fundmg These “pass through” amounts are excluded from Tegislative Finance
reports ot the operating bill!

(c) An amount equal to the seafood development tax collected under AS 43.76.350 -
43.76.399 in calendar year 2008 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 2010 to qualified regional seafood development
associations.

Fundlng These “pass through” amounts-are excluded.from Legislative. Finance
reports on the opérating bill}

(d) If the amount necessary to pay power cost equalization program costs without
proration from the power cost equalization and rural electric capitalization fund (AS 42.45.100)
exceeds the amount appropriated in sec. 1 of this Act, the amount necessary to pay those costs is
appropriated from the power cost equalization and rural electric capitalization fund (AS
42.45.100) to the Department of Commerce, Community, and Economic Development, Alaska
Energy Authority, power cost equalization allocation, for the fiscal year ending June 30, 2010.

NEW SUBSECTION ‘Subsectlon d makes* the appropnatlon from. the- power cost

(PCE)“fundto’ the :PCE open—ended if program’ *costs - exceed the amount
appropnated:m section [, Subsection d authorizés ‘additional’ ransfers up‘to the- amount
fequired to filly filnd PCE

Funding; The estimated impact of this'section is zero!

Legtslatwe Fiscal Analyst Comment: Subsection: d “addresses. the O’azrly common)
problem of a. shortage in the PCE program. despzte the. avazlabzlzty of monéy-in‘the PCE;
fund However it goes. beyond ‘addressing that sitiation when combmed with the
language in section I 8(c) which is an open—ended appropriation that ensures the PCE
formula is fully funded]

Section Deleted; appeared in FY09 Operating Budget

DEPARTMENT OF EDUCATION AND EARLY DEVELOPMENT. The sum
of 34,800,000 is appropriated from the general fund to the Department of
Education and Early Development for the school incentive program for the fiscal
year ending June 30, 2009,

Leg:slatwe Fzscal Analyst Comment T ke Jegislatiire ¢ deczded not to

* Sec. 8. 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, 2010.
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fl"lus ‘section: allows benefit payments to. éxceed the amount. ‘appropriated” in. section 1]
ensuring that expenditure authorization will be sufficient 1 pay benefits requlred by lawr

Fundmg. The estimated impact of this section i$ 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 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, 2010.

This section’ ‘allows benefit payments to-exceed the amount appropnated in section 1
ensurmg that expendxtu:e authorization will be sufficient to _pay benefits requlred by law!

Funding: The estimated inipact.of-this section’is zero!

(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, 2010.

This: sectxon allows: beneﬁt payments 10 exceed” the amOunt appropnated in’gection 1}
ensunng r that: expendlture authonzatlon ‘will bé. “sufficient to pay benefits requlred by lawI

Funding:. The’ estimated impdct of this section is zero!

* Sec. 9. 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, 2007, June 30, 2008, and June 30, 2009, is
appropriated from the Alaska veterans' memorial endowment fund to the Department of Military
and Veterans' Affairs for the purposes specified in AS 37.14.730(b) for the fiscal year ending
June 30, 2010.

thdmg ‘Endowment payout is expected to. Be about-$12,500.. Proceeds may-be
lised. for’ mamtenance repair. and ‘constructiot of monuments to'the. rmhtary*

* Sec. 10. DEPARTMENT OF NATURAL RESOURCES. Federal receipts received for fire
suppression during the fiscal year ending June 30, 2010, are appropriated to the Department of
Natural Resources for fire suppression activities for the fiscal year ending June 30, 2010.

This- Section, ‘appropriates an_open-ended- amount of federal- receipts-received. for . fire
suppresswn 10’ the Department of Natural Resources'

Fundlng A $2 mllhon federal receipts, estimate for fire: suppression has,been
used for several years!

Section (b) Deleted; appeared in FY09 Operatlng Budget

The sum-of $523,000 is appropriated from the general fund to the Department of
Natural Resources for the petroleum systems integrity office for the fiscal year
ending June 30, 2009.

Legts[anve Fiscal' Analyst: -Comment; The Governor’s-FY2010 budget.includes
this item i in section 1!

* Sec. 11. 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
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30, 2010.
[Subsectlony lappropnatcs $1.4: million’ in; ‘genéral funds * for.: diug’- and'~alcohol
enforcement 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, 2010, 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 contmgency languagc that reqmres -a’dollar-for- dollar reductlon égf thg:,
prev1ous SubSCCtIOIl 's; general- fundssif. DPS receives over-$1: 3 millionsin federal grants

fordiug and alcohdl enforcement f:fforts1f

Legtslatlve Ftscal Analyst,, Comment:” The~ FY09. operating. budget™ i included- Similar,
language DPS recezved 81,56 560 940 of fedeml fiinds for this. purpose——resultmg in'a
veduciion’ of: 8271 “8400

Fﬁi}dmg:--; Because - the- amount  of ; federalx funds., for-"FY20107 is unknown/
'F_11_1ance 1§ estunatmg the cost of: the sectmn (to:be the full*$1 4 rmlhon
in generallfunds

(c) The sum of $1,270,000 is appropriated from the general fund to the Departrﬁent of
Public Safety, division of Alaska state troopers, special projects, for rural alcohol interdiction
efforts during the fiscal year ending June 30, 2010.

Subsection’ ¢ appropridtes”$1:3 million®in général: funds’ for rural. alcohol” interdiction
efforts‘l

(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, 2010, the appropriation in (¢)
of this section is reduced by the amount of the federal reccipts

reductzon of, géneral funds

Funding;: Because: the” amount. of’ “federal -funds , for -FY2010 is, unknou;_n?
Legslatlve-Fmance is: cstlmatmg the cost of thé'section to be the full $1.3 'million
il general funds!

* Sec. 12. DEPARTMENT OF REVENUE. (a) The minimum amount of program receipts
received during the fiscal year ending June 30, 2010, 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, 2010.

Subsectmn a permits. anunspecified: amount of program Teceipts ts collected by the, Ch11d
Suppoxt Semces Division (CSSD)-to] ‘be ‘spent to capture the federal receipts approprlated
in'séction 1 f

Legislative “Fiscal Analyst™ Coniment:, The Federal “Deficit Reductton "Act=of 2005
changed. the way states ‘cowld use money- eamed ﬁom federal mcentwes In- the pdst; state
Child. child support.programs “could use: federal incéntive receipts as part of the requlred 34 /
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Imatch 10’ federal receipts; this practice reduced the amount . of state funds needed to
{rzaxtmtze the federal recezpts Eﬁéctzve in federal fis scal year 2008 ﬁederal rules'prohibit
using’ ﬁza'eral incen recezpts as’ matchmg - funds, for fea’eral recezpts fromcthe chtld
Support progmm As "result, the d:vzs:on reque§ted $1.9. million of general Sfunds z;:i
Section: I This section’ is unlzkely 10 have any effect. The section éould be deleted, but’ it
Hoes no harm!

Funding’The estimated impact 'of this section is zero!

(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, 2010.

Subsectlon ‘b appropriates (t6-.CSSD)-receipts collécted to tecover the costs of paternity,
testmg

Fundlng The Department estimates.that paternity testing: will' generate-$47,000
m program recelpts

* Sec. 13. OFFICE OF THE GOVERNOR. (a) If the 2010 fiscal year-to-date average price of
Alaska North Slope crude oil exceeds $35 a barrel on August 1, 2009, the amount of money
corresponding to the 2010 fiscal year-to-date average price, rounded to the nearest dollar, as set
out in the table in (b) 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) The following table shall be used in determining the appropriation amount in (a) of
this section:

2010 FISCAL
YEAR-TO-DATE
AVERAGE PRICE
OF ALASKA NORTH
SLOPE CRUDE OIL AMOUNT
$60 or more $24,000,000
59 23,500,000
58 ' 23,000,000
57 22,000,000
56 | 21,000,000
55 20,000,000
54 19,000,000
53 _ 18,000,000
52 17,000,000
51 : 16,000,000
50 15,000,000
49 - 14,000,000
' Page 26 ]




223

Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

48 13,000,000
47 12,000,000
46 11,000,000
45 | 10,000,000
44 9,000,000
43 , 8,000,000
42 7,000,000
41 6,000,000
40 . 5,000,000
39 4,000,000
38 3,000,000
37 2,000,000
36 1,000,000
35 . 0

(c) It is the intent of the legislature that a payment under (a) of this section be used to
offset the effects of higher fuel and utility costs for the fiscal year ending June 30, 2010.

(d) The governor shall allocate amounts appropriated in (a) 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.

| appropriates:up to-$24' mllhonﬂlependmg on the: year-to-date ave:ragel
0097 This: funding”is to be distributed to agencies: to
offset increased fuel and utility Costs!

Subsection b:indicates; based on:the price of oil, how much funding is: appropriated in

Siibsection: ¢ states legislative,intent that the.funding: 1s to offset fuel and -utility cost
mcreases]

Subsection d provides guidelines for allocating the money among agencics,

Fundmg OMB included-a- $24 rmlhon approprlation for, fuel m its budget
transrmttalé

Legislative . Fiscal. Analyst Comment:._ Similar - trzgger mechamsms appear 10 _have
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wzsh to contmue the concept 'Note, however that the above: schedule is mconszstent wzth
the oﬁ" cial oil- price forecast the schedule shows oil’ prices up.to 360 while the official oil
forecast is $74. In. theory, the schedule should extend beyond the forecast przce{
Extena’mg the Schedule to the offic czal forecast would add 37 mzllzon 10 the estimate.of the
appropnatzon Extending ; the' schedule beyond the forecast pnce adds nothmg to 'the
estzmated appropriation, “biit it -would cover the contmgency of hzgher—than antzc:pated
oil prices!

Subsection Deleted; appeared in FY(9 Operating Budget

(e) The sum of $3,670,800 is appropriated from the general fund to the Office of
the Governor, division of elections, for costs associated with conducting the
statewide primary and general elections for the fiscal year ending June 30, 2009.

§ubsechon e appropnates “general- funds ;to. cover: the ‘costs: of 2008
staféwide elections!

rLegtsIatzve Fiscal Analyst Comment This one-time funding.for élections
was;removed: from the FY201 0: ).basel

* Sec. 14. UNIVERSITY OF ALASKA. The amount of the fees collected under AS
28.10.421(d) during the fiscal year ending June 30, 2009, 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, 2010.

Funding; .The Umversity expects {0 receive about $2,000 under thissection?

* Sec. 15. 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, 2010,
for the purpose of reclaiming the state, federal, or private land affected by a use covered by the
bond.

This™ sectlon 18 ‘Standard’ language that appropnates claims --against  bonds’ for - land
Tecldmation to the’ ‘agéncies that will direet the ‘feclamation}

Fundmg The .Department” of. Natural Resources estimates the impact.of this
Section 18 bé $25,000/

* Sec. 16. GAS PIPELINE DEVELOPMENT. The following amounts are appropriated to the
named department and components from the following sources in the amounts stated for work
associated with development of a natural gas pipeline for the fiscal year ending June 30, 2010:
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APPROPRIATION
DEPARTMENT AND COMPONENT SOURCE AMOUNT
(1) Fish and Game
Habitat and restoration Interagency receipts $180,000
(2) Labor and Workforce Development |
{A) Labor market information General fund 145,000
(B) Business services General fund 585,000
{C) Alaska Workforce
Investment Board General fund 130,000
(3) Law
0il, gas, and mining General fund 1,250,000
(4) Naturai Resources
(A) Oil and gas development General fund 391,700
(B) Pipeline coordinator Statutory designated
Program receipts 2,500,000
(5) Revenue
Natural gas commercialization General fund 771,000

NEW SECTION; - Thi$ “gection appropnates “funding. to ' multiple - departments -for
development work assocmtedﬁwnh the natural gas pipeliné!

Leg:slanve_Ftscal Analyst Comment In FY 09 the legzslature consolzdated ozl ‘and, gas;
’ : : 0 dtsmbute

the ‘one-tzme funding: of $73 fnzllzon GF to“tke departments of Labor and Worlg%rce

e

Development Natural Resources . Law, and Revenue as- needed for woFk assoczated With
tke Natural Gas Pzpelzne Consolzdat:on was zntended to mcrease ﬂexzbdlzy and track
how much was being approprtated for gaslme work OMB d:a' ot take. advantage of the
ﬂexzbzhty provzded and- consolzdat:on n sectlon 16 "has’ the _advantage..of correct{y
zdentzfymg each-appropiiation with'an agency

* Sec. 17. FEDERAL AND OTHER PROGRAM RECEIPTS. (a) Federal receipts, designated
prograrn 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, 2010, and that
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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, 2010, exceed the amounts
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.

(¢} If federal or other program receipts as defined in AS 37.05.14¢ and in AS
44.21.045(b) that are received during the fiscal year ending June 30, 2010, fall short of the
amounts appropriated by this Act, the affected appropriation is reduced by the amount of the
shortfall in receipts.

Subsection: a- prowdes open-ended appropnatlons ‘0f "the « types’ of, Teceipts . hstedl
lAlthough the appropnatwns are conditionéd- on Teview’ by the Leg1513t1ve Budget and
iAudlt Committee:: the ‘Governor cafincrease. authonzauon for listed fund- sources; without
the: approval ofthe Cormmttee*

NEW FUND SOURCE: LISTED: Recelpts of the Un.wers1ty of Alaska s a FY2010
addmon to- the l1st of: ﬁJ}nds ‘that gan be mcreased upon LB&A: committéé review. There.is
ho.indication ¢f thé-reason for the. addmon '

ISubsectlon Ab is” standard language ‘that pernnts state- authorization-to. be- reduced Af
unant1c1pated ¥

‘ey is r eived for: prOJects funded by general funds’ There is no-formal
rOcess for tmckmg potential reductlons!

{Subsectlon ¢’is-standard. language that automatically, limits authorization of federal and
othér. rece1pts to the angount actually recewed!

b ‘ce1pts wﬂl 1lmost
i§ | bel
how much they w111 be or what fund sources would be appropnate Legmlatlve
Finance Teports place no dollar value on appropnatlons madé in this section]

* Sec. 18. FUND TRANSFERS. (a) The following amounts are appropriated to the Alaska debt
retirement fund (AS 37.15.011):

(1) the sum of $118,670,100 from the general fund;

(2) the sum of $12,007,700 from federal receipts for state-guaranteed
transportation revenue anticipation bonds, series 2003B;

(3) the sum of $2,837,400 from the investment earnings on the bond proceeds
deposited in the capital project funds for the series 2003 A general obligation bonds;

(4) the sum of $877,400 from the investment earnings on the bond proceeds
deposited in the capital project fund for the state guaranteed transportation revenue anticipation
bonds, series 2003B;

(5) the sum of $26,000 from the investment loss trust fund (AS 37.14.300);

(6) if the debt retirement fund balance is insufficient to pay the debt service
obligations on the State of Alaska general obligation bonds, series 2003A and 2009A, the amount
necessary is appropriated from the general fund.
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Subsection a is summarized below!

Capltallzatlon of the Debt Retlrement Fund ~ 0 T T e Ty

I T e I

' Subsec ' © Fund Source S Service - Details =~ " . 0L

1 : AGeneral Funds T r_.,,.;1__18,67:0'.l NOn spe<:1ﬁc cap1tahzat10n e - cLoe

p) ] e Federal. Recelpts ‘T 12,0077 Federal recelpts to pay serles 2003B GO Bonds b j y
.!_3__- ; _:~ : -._'Capltal PrOJect Fund -‘_:Z,S_37.4f;rlnvestment earmngs Teceipts to pay series 2003A GO Bonds:_ '
4 o :’:Caplﬁal. Project Fund g 8774 Investment eammgs rece1pts to pay senes 2003B GO Bonds{»:;
5 R I.LTF L S 26.61:"‘Non-spec1fic capltahzanon T

6 2 ,":'General Funds ;'j‘l 2 ‘l_’j , 0 . Contmgency fundlng forGOBonds o A L
I'."."‘jf:_‘i:_';TOTAL DEPOSITS $134 4186 R s e T

New Subsection 'a (6)-i§ an’ open ended appropnatxon that appears_to be_intended-to
ensure that there is'sufficient’ money to pay GO ‘bond: debt service!

’Legtslauve Fiscal. ,;1nal_’yst Comment The provision makes sense on the surface gwen
that:the series 2_ 09~ bonds have nor yet been $old, so-the amount of a’ebt serwee is
unknown However because the various approprzattons o, the fund are not .t:ed fo
Spemﬁc debr service: payments the. eﬁ"ect is that ‘any shortage in the- fund could be
attrzbuted Zto debt servzce on GO bonds The weakness of -this fundmg method zs that lt

be ai»b;déd by specyﬁzmg what zj/pe of debt servzce each appropnatzon to the fund zsi
mtended for but that approach mns the rzsk “of unde:fundmg debr serwce The

b A N A

(b) The sum of $20,892,700 from the power cost equalization endowment fund {AS

42.45.070) is appropriated to the power cost equalization and rural electric capitalization fund
(AS 42.45.100).

Subsection b capltahzes the’ PCE F Fund ‘with . eeven percent of the average value of the
PCE Endowiment ($20.9 Irnlllon)i

(¢) The amount necessary, estimated to be $10,379,300, is appropriated from the general

fund to the power cost equalization and rural electric capitalization fund (AS 42.45.100) for
payment of power cost equalization for the fiscal year ending June 30, 2010.

§ubsecﬂon c capltahzes the PCE Fund with $10.4 million in general funds- When
combmed -with the appropnatlon in (b) this, appropriation provides the. $32.2 rmlhon
needed to fully fund the PCE program appropriations made in section 1.

Legislative  Fiscal Analyst Comment: T, he appropnarwn in (&) is 0pen-ended Iﬂzzs
appropnatmn in combination wtth section 7(d), ensures full funiding of the PCE formula‘
The PCE program is up Jor review this session; section 18(c) will provide full fundmg
under - any changes made o the formula;
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(d) The federal funds received by the state under 42 U.S.C. 6506a(i) 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 and the public school trust
fund (AS 37.14.110), according to AS 37.05.530(g)(1) and 37.05.530(g)(2); and

(2) to the principal of the Alaska permanent fund, the public school trust fund
(AS 37.14.110), and the power cost equalization and rural electric capitalization fund (AS
42.45.100), according to AS 37.05.530(g)(3).

Subsectlon d (per AS-37.05.530(g)) appropriates the he lapsing’balance of NPR-A grants!
No lapsing balance'is anticipated!

Funding: The estimated fiscal impact of this section is zero!

(e) An amount calculated under AS 43.5.5.028(c), not to exceed $300,000,000 is
appropriated from the general fund to the oil and gas tax credit fund (AS 43.55.028(a)).

Leglslatlve Fiscal. Analyst Comment Jhe amount appropnated 10 this fund—which is
el irchase ‘trans it} fﬁlﬁcates and productlonitax certlﬁcates—lﬂ
FY09,was $400 mﬂhon The 1eg1slature mayrmsh torask the Department of Revénue, tc;
describe cash-flows intd and out of the fund!

(f} The following amounts of revenue collected during the fiscal year ending June 30,
2010, 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(a)) 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 waterfowl conservation stamp limited edition prints
(AS 16.05.826(a));

(5) fees collected for sanctuary access permits (AS 16.05.050(a)(15)).

lSubsec:tlon f approprlates revenue generated by the named licenses and” fees 1into the Fllsl}
and. Game. Fund Appropnat;ons from_ tlus revenue séurcetse - the F ish and Game
Nondedlcated Receipts fund' code (1 194) to- d1fferennate these approprlatmns (wh.lch are
essentlally GF- appropnatlons) from the dedicated: port:on of the Fish and Game Fund!

Funding: The estimated fiscal impact of this subsection is $2.3 million!

(g) 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) from the sources indicated:

(1) the balance of the oil and hazardous substance release prevention mitigation
account (AS 46.08.020(b)) in the general fund on July 1, 2009, not otherwise appropriated by this
Act; '

(2) the amount collected for the fiscal year ending June 30, 2009, estimated to be
$11,100,000, from the surcharge levied under AS 43.55.300.
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_9rcollect10ns from the . nt p'e .barrel surcharge on 011 P oduced i t_h‘e, tat
Amendments effective’ Apr11 1, 2006 changed the. per barrel” stirchargé: from' $0.03; t6
$0.04{

(h) The following amounts are appropriated to the oil and hazardous substance release
response account (AS 46.08.010(2)(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, 2009, not otherwise appropriated by this
Act;

(2) the amount collected for the fiscal year ending June 30, 2009, from the
surcharge levied under AS 43.55.201;

o ﬁzw more yv::'amf

(i) The portions of the fees listed in this subsection that are collected during the fiscal
year ending June 30, 2010, are appropriated to the Alaska children's trust {AS 37.14.200):

(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 i appropriates (to°the- ‘Alaska Children’s’ Trust) net Tecelpts Collected. durmg
FY2010 from sales of helrloom bmh cemﬁcates helrloom MAITIAgE certificates and Trust
hcense platesg

The Alaska Children’s. Trust was- created by ( Chapter 19 SLA 88, The 1eglslature
appropnated $6 mllllon from the mvestment loss trust. fund. to the prmmpal of the trust'in
Chapter 123, SLA’ 96 The trust: was estabhshed to prowde 8. contmumg source of
revenue for. grants. to- commumty-based programs. 1 for the > prevention of: child abuse and
neglect

Funding: OMB projects $39.5 net proceeds froni the sale of certificates/plates]
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(i) The loan origination fees collected by the Alaska Commission on Postsecondary
Education for the fiscal year ending June 30, 2010, are appropriated to the origination fee account
(AS 14.43.120{u)) within the education loan fund (AS 14.42.210) of the Alaska Student Loan
Corporation for the purposes specified in AS 14.43.120(u).

ISubse(:tlon i appropriates origination fees charged on student loans to-the origination. fee
account w1th1n the.student loan fund. .The fees are intended to offset loan losses due tc}
death, dlsablhty, bankmptcy and default|

Fundmg The amount of the loan Jorigination fee is capped by regitlation at 5%
and set. annually by the’ corporatlon For FY2010 the ‘Alaska Commission ot
Postseoondary Education has indicated that the rnaxunum fee of 5% wdl be s.etl
It is* currently set at 3% Because the appropnatlon earmarks money ithin 2
fund there is no imipact on stite f:xpend,ltu.resl

(k) The amount of federal receipts received for disaster relief during the fiscal year
ending June 30, 2010, is appropriated to the disaster relief fund (AS 26.23.300).

Subsectlon kis §tandarc_1 language appropnatmg federal receipts for disaster’ rehef to tth:
Dlsaster Rehef Fun_ The Governor needs no spec1ﬁ0ﬂappropnatmns 0 Spend thonéy in
the Dlsaster Relief. Fund; motiey:cah bé spcnt upon declaration of a’ disaster!

Fundmg “A.$9 million ‘estimate for fedéral disaster relief receipts has:beenused
for several years{

()’ The sum of $7,500,000 is appropnated from the general fund to the disaster relief
fund (AS 26.23.300).

Subsection’1 cap1tal1zcs the; Disaster Relief Fund with $7.5- million ,of general*funds?
FYO0Y. capltahzauon wis $16. mhillio!

(m) The balance of the mine reclamation trust fund income account (AS 37.14.800(a))
on June 30, 2009, and money deposited in that account during the fiscal year ending June 30,
2010, is appropriated to the mine reclamation trust fund operating account (AS 37.14.800(a)) for
the fiscal year ending June 30, 2010. The amount necessary for the purposes specified in AS
37.14.820 for the fiscal year ending June 30, 2010, is appropriated from the mine reclamation
trust fund operating account (AS 37.14.800(a)) to the Department of Natural Resources.

Subsectmn m authonzcs an mtemal transfer of funds: from' theé. mcome account 1o~ thc
operatmg account ‘Where itis available to DNR to spend without further appiopriation.

r]j‘undmg 'The agency cstunates the .amount 'needed. for: tine _reclamation
expenchtures is.about $75,000!

(n) The sum of $6,000,000 is appropriated to the Alaska clean water fund (AS
46.03.032) for the Alaska clean water loan program {rom the following sources:

Alaska clean water fund revenue bond receipts $1,000,000
Federal receipts 5,000,000

(0) The sum of $7,660,000 is appropriated to the Alaska drinking water fund (AS
46.03.036) for the Alaska drinking water loan program from the following sources:

Alaska drinking water fund revenue bond receipts $1,660,000
Federal receipts 6,000,000

!Subsectlons n and o prov1de money to develop sewer ‘and- water: systems in -Alaska
communities through revolvmg loan programs. . The staté’ typ1cally issues short~term

Page 34




531

Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

bonds’that are repaid-with earnings. from the.Ican programs, and: uscs the, bond-proceéds
16 ‘match federal mcmey1

(p) 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, 2009, is appropriated to the Alaska municipal bond bank authority reserve fund (AS
44.85.270(a)).

Subsection p.appropriates earnings, of the.Bond Bank to its earnings Téserve fund,

Fundmg Earnings. for FY09 vere.$250,000 and_a_similar- amount is_expected: in
F Y2010!

() The bulk fuel revolving loan fund fees established under AS 42.45.250(;) and
collected under AS 42.45.250(k) from July 1, 2008, through June 30, 2009, estimated to be
$45,000, are appropriated from the general fund to the bulk fuel revolving loan fund (AS
42.45.250).

Subsection q'attempts 10 appropriate fee révénues 1o the bulk fuel révolving loan fund:

Leglslatlve Flseal AnalystfRecommendatmn {f the“legzslature B 'oses to ca italize thes

the'lovan fund

(r) The sum of $8,400,000 is appropriated from the Aiaska 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)

nd, th 's'no~ﬁscal 1mpact Ati8 ar’ attempt o preempt legal
dhe. ﬁshenes revenue bonds?'I

(s) An amount equal to the federal receipts deposited in the Alaska sport fishing
enterprise account (AS 16.05.130(e)), not to exceed $1,584,200, 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 ﬁshmg enterprise account {AS 16.05.130(e)) to
the fish and game fund {AS 16.05.100).

Subsectlon s clarifies that: the Department cHooses to use $1.58° mﬂhon of current federal
Efundmg ag relmbursement They may use federal operatmg recelpts as reunbursement fer
a port1|on*of debt’ service payments on the “Spoﬂﬁsh Bonds” issued ii1.2006 (se& Section
23(u)!

;Leg:slatxve Fiséal Analyst Comment The Department s actzon increases ﬂexzbzlzty in the
use. of existing federal recezpts by placmg federal 7 money in the sport fi ' fi shmg enterprlse
account;, Once there,: the money can”be: used. for sport fi shmg facilities™intendeéd - to
[dzrectly benefit licerisé purchasérs;

Fundmg Thesection: simply’ transfers funds’ between accounts within the Fish
and Game Fund thére is no diréct fiscal impact!
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NEW SUBSECTION

(t) The sum of $459,200 is appropriated from the permanent fund dividend (PFD)
appropriation in lien of dividends to criminals account within the dividend fund (AS
43.23.045(a)) to the crime victim compensation fund (AS 18.67.162).

NEW SUBSECTION

(1) An amount received under AS 18.67.162, during the fiscal year ending June 30,
2010, is appropriated from the applicable fund source to the crime victim compensation fund (AS
18.67.162).

Subsectlon t. capltahzes the Crime Victim Compensation Fund with $459.2.0f “PFD-in
11eu of Dividends to Criminals” recelpts1

Subsecuon a1 1 capltallzes the Crime: Victim Compensation Fund"with’ “money- from
,;epovenes of or relmbursements for awards made from: the fund* income from

ﬁfa" tzon “does ot preclude th‘e- legzslature ﬁ'om approprzatmg PFD crzmmal funds

e b
x

for this:purposel

(v) An amount equal 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).

Subsectlon hd approprlates 20% of:1 rece1pts fr;{)m the | progresswe ‘portion:of the,oil and gas
productlon Ltax ‘to,a limit 6£-$60. rmlhon -for revenue sharmgf

Lgat

Leg:slattve Ftscal Analyst Comment The reveriiie: harmg fundiwasg esta bi hed wzthfan
P, ‘ ) ' the Y 08

il

o in 'F Y0 ﬁte amount

below $60 mzllzon (d,s"mzt wauld in FYZOIZ it oil-remairis below about $60/barrel) theré
Would-be no distribution,in FY2013)]

Fundmg 1 The full $60 million, potent1a1 amount of the appropnatlon 1s included
in all Legislative Finance and OMB' reports

(w) The sum of $1,062,127,700 is appropnated from the general fund to the public
education fund (AS 14.17.300).

Subsection W appropfates $1:062 billion to the Public Education Fiind (PEF)!
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Legzslatwe Fiscal Analyst Co{r{:ment The. legislature: began making’ deposzts to, the: PEF,
ith the iexpectatzon of makmg contmued deposzts unt:l reachmg the goal of a

o

zs that zhe antount appropnated ina gzven year thl be the amount requtred in tke{
followmg year. In this regard the Governor’s 31, 062. bzllton appropnanon is. $50 ‘million
Short of, forward ﬁmdmg the annczpated $1:112.billion cost 6f K-12 educatzon in FY2011]

Althougl_z the Governors proposal leaves ‘the.. Publzc Education Fund wzth a: balance

inzzthdrawal ﬁ’omﬁsavmgs ,_ie- Govemor 3 proposal reduces the PEF balance‘by $50
riillion.compared to the forward fundmg concept adopted. by the legwlature{

Section Deleted; appeared in FY09 Operating Budget

The sum of $5,000,000 is appropriated from the general fund to the information
services fund (AS 44.21.045(a)).

rLegtsl‘auve Fiscal Analyst C ment, ’ﬁte Information Services Fund is
capitalized in fhe: cap:tal approprzaaons billl

Section Deleted; appeared in FY09 Operating Budget

The sum of $19,099,558 is appropriated from the Alaska capital income fund
(AS 37.05.565) to the school construction grant fund (AS 14.11.005).

’Legtslatwe Fiscal Analyst Comment: 1he fund-is. ot capitalized-in- the
Governor's: budget proposalT

Section Deleted; appeared in FY09 Operating Budget

The sum of $80,702,477 is appropriated from the Alaska capital income fund
(AS 37.05.565) to the major maintenance grant fund (AS 14.11.007).

{segzslanve Ftscal Analyst Commient;..The--fund_is. capitalized -in’_the
capital approprzatlons “bilf}

* Sec. 19. 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, 2010, 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.

iSubsectlou 18 allows the state'to’ compensate vendors. that- collect fees on behalf of the
state;. The prowswn ongmally addressed Fish' and Game ﬁshmg, huntmg and trappmg
hcense sales in Whlch the vendor retamed a pomon of the sale. It also apphes 1Q: several
programs in'the’ Department of -Administration, Department of: Natural: Resources a.nd
Ttial Courts Courtsi

reports on the grounds that the state has no effectlve control over r.the money1

(b) The amount retained to compensate the provider of bankcard or credit card services
to the state during the fiscal year ending June 30, 2010, 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
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state, from the funds and accounts in which the payments received by the state are deposited.

Sabsection. b allows credit card service providers toretain fees charged for using a credit
card!

Fundmg These fees do not appear in the bill summary or ini Legislative Finance
reports on the grounds that the state has no-effective control over the money!

(c) The amount retained to compensate the provider of bankcard or credit card services

to the state during the fiscal year ending June 30, 2010, 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.

§ubsecﬁon € allows credit-card service providers to retain fees charged for using a‘credit
card for payment.of restituition’

Fundmg .These feées do-niot. appear i the b111 summary orin chlSlatIVC Fmance
reports on the grounds ‘that the state has 0 effective control ‘over thie i money!

* Sec. 20. RETIREMENT SYSTEM FUNDING. (a) The sum of $206,300,000 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 for the fiscal year
ending June 30, 2010, under AS 14.25.085.

(b) The sum of $241,600,000 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 for the fiscal year ending June 30, 2010, under AS

39.35

.280.

Legtslatwe Fiscal: Analyst Comnient: Durzng,,the past fi ve “years,, Alaska 5 retzrement

7 cmed a multi bzllzon dollar unﬁmded lzabzlzty due’ to" combmatzo -
investmerit losses escalaang healrh care costs modtﬁcanon of actuarzal assumptzons and
%apped contrlbunon rates Begmmng m FY 08, the " state began makmg diréct
o‘lstabzlzze employer contr:bunon rate.;
whzle repaymg rhat unﬁmded ltabtlujy Actuarml rites for both TRS and PERS a'eclmed
for F YZOJO whzch means that requ:red comrzbutzons declme as- well As shawn below‘
thé appropnatwns in subseqtzons a ana' h conmbute about $13 5 mzlho;i “exira™ to PERS
and about $23 million extrq. 10 1 RS, With: the declme in'state revenue, the legzslature ma};
Wish to consider reducmg extra contributions. toretirement systems!

.i " Direct Paymeiits to Retirement Systems ($ millions). |
B ¢ N S S =
Reii,l‘gjri!eoﬂtiizl-:is.c_:_a[' 'ESti?hat'ed Actuanal Employer State | - Direét : :Amou_nt ?| " Direct-
System. |- Yearﬁ; Salary Base Rate ( Share Share iPayments Ahpf'oprigted Pai}mé‘nt’
ST TEY09 18 1813 -;35_.'2_2% ‘22 00%' 13-22% $ ~2397 5 ;2?,"1__“.;6 $"‘*‘1‘9i
FLoE T FY20_10_ '$ 1,88_6 " 27.65%! - 22 00%' 565% $ 1065 $ 2'4v1“6 $
TR0 $“ 662, AAATH| 1256%"“}-3"1;’6'1%’ T 5067 5 5063
<7 "o FY2010. | . 678 - 39.53%) . . 12:56%| - _26l9?%$ 1829 S -206.3
’ ' f’?ff-.l'"".3"“”?"*‘ N P R R TR R i
sodoint T FEY09. 11§ . 112465 | '"TZQl‘39°é i 34i5§% 4-4?83% $‘m’7”_.44?f_91 $ 2
S S EY2010.-8 2,564 67.18%| "34.56% | 32.62%] [ 8. -, 7 447.9.| $-18
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(c) The sum of $1,722,500 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.

Legtslanve Fiscal Analyst Comment A $10-million FY08:supplenental approprxatzon t?j
the renrement fund was mtended 16 payoﬁ the unfundea’ hab;lzty of the system “The
approprzatzon in subsectzon é may not'be’ necessary, except for recént investment. lossesi
the’ “systenvhas little unfunded habzhtyr

(d) The sum of $1,550,000 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.

Leglslattve Ftscal Analyst Comment' A $_49 mzllzan FY 08 supplemental appropnatwn»to

e p ,;d by the V ourr System F YZOI.E)Kdecrerﬁents totalmg £3: 5 ‘illion ard
r@ﬂected it the ‘Court’s budget réquest in sectwn Bl

* Sec. 21. 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, employees of the legislature, and legislators and to implement the terms for the fiscal
year ending June 30, 2010, of the following ongoing collective bargaining agreements:

(1) Alaska Public Employees Association, for the confidential unit;

(2) Alaska State Employees Association, for the general government unit;

(3) Alaska Public Employees Association, for the supervisory unit;

(4) Alaska Vocational Technical Center Teachers” Association — National
Education Association, for the employees of the Alaska Vocational Technical Center;

(5) Public Safety Employees Association, representing the regularly
Commissioned public safety officers unit.

(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, 2010, 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 umiversity employees represented by the following
entities:

(1) Alaska Higher Education Crafts 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
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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.

g.egtslanve Fiscal Analyst Comment: “collecting” should be replaced with “¢ollective’}
b the second linie!

Fundlng This’ séction’ appropnatﬁ 10 ‘money; it’ speclﬁes that various salary
3 e
ad_]ustments are funded with money. appropnated in section 1.

* Sec. 22. SHARED TAXES AND FEES. {a) The .amount necessary to refund to 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 2010:

REVENUE SOURCE FISCAL YEAR COLLECTED

Commercial passenger vessel excise tax

(AS 43.52.230(a)) ‘ 2009
Fisheries business tax (AS 43.75) 2009
Fishery resource landing tax (AS 43.77) 2009
Aviation fuel tax (AS 43.40.010) 2010
Electric and telephone cooperative tax (AS 10.25.570) 2010
Liquor license fee (AS 04.11) 2010

Fundmg :These-* “pass through” amounts-are. excluded from Legislative Finance
repoxts ot the opérating Fbill]

(b) The amount necessary, estimated to be $55,000, to pay to municipalities that amount
of aviation fuel tax proceeds to which the municipalities would have been entitled under AS
43.40.010(e) for aviation fuel taxes that would have been due under AS 43.40.410 during the
fiscal year ending June 30, 2010, but were not collected during a suspension from July 1, 2009
through August 31, 2009, of motor fuel taxes imposed under AS 43.40.010 is appropriated from
the general fund to the Department of Revenue for the fiscal year ending June 30, 2010, for
payment to municipalities of the amounts to which the municipalities would have been entitled to
under AS 43.40.010(e) had the motor fuel tax not been suspended.

NEW SUBSECTION ‘Subsection b appropnates money to offset’ the loss~of av1at10n
gfuel taX teceipts that’ (1f collected by the” ‘state) ‘would . have been dlstnbuted to
municipalities under Subsection a. The tax s, suspended until August31; 2009

(c} It 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.

Subsectlon cis intended to.allow’a mummpahty to. a531gr1 a payment under subsec’non a
to a-state: agency -For. example the City of Homer. rmght receive- Fisheries Busmess ta:vct
payments under subsectlon a; but owe the Department of Adnumstratlon contnbutmns for
PERS. Homer could assigh the payment to DOA, thus’ avo1d1ng cash flow from the state
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to'the ¢ity And back fo.the ‘state!
* Sec. 23. 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, 2010, is appropriated from the general fund to the
Department of Revenue for payment of the interest on those notes.

Subsectlon a appropnates general funds to pay:interest-on any 'revenue anticipation'nctes
that:i ‘MAy, be issiied ‘during the. year!

Legislative Fiscal-Analyst.Comment: No notes are expected to. be:issued!

(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 the fiscal year ending June 30, 2010, for payment of principal
and interest on those bonds.

Subsectlon b*approprlatergeneral funds=to pay pnnc1pa1 and mterest on state-guaranteed
L 4 o e

ym
However,».a potentlal general fund obhgatlon exlstsi

(c) The sum of $30,455,300 is appropriated to the state bond committee from the Alaska
debt retirement fund (AS 37.15.011) 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, 2010.

(d) The sum of $14,200 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 2003 A bonds for the fiscal year ending June 30,
2010, for payment of debt service, accrued interest, and trustee fees on outstanding State of
Alaska general obligation bonds, series 2003A.

Subsectmns i and d’ approprlates $30 5 ‘million from- the’ debt retlrement fund and
4; o1 nitms mterest reSpectlvcly, to pay: debt sefvice on serles
2003A: general obhgatmn bonds, "The.bonds were authorized by ‘the voters in. 2002 for
tE:ons’u'uctlon of schools'and umvers1ty facilities!

(e) The sum of $11,275,000 is appropriated to the state bond committee from the Alaska
debt retirement fund (AS 37.15.011) 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, 2010.

Subsectlon e appropnates $11.3 mllion from the debt retlrement fund.to, pay - debt: serwce

on series 2009A’ general obl1gat1on bonds The bonds were authorized by voters in 2009
for road and “harbor conshuctlon/renovatlonf

(f) If the amount necessary to pay the debt service obligations on the outstanding State of
Alaska general obligation bonds, series 2003A and 2009A, exceed the amounts appropriated in
(¢), (d), or (e) of this section, the additional amount necessary is appropriated from the Alaska
debt retirement fund (AS 37.15.011) for payment of those obligations for the fiscal year ending
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June 30, 2010.
NEW SUBSECTION f ensures full paymeit of debt service on GO bonds)

(g) The sum of $12,885,100 is appropriated to the state bond committee from the Alaska
debt retirement fund (AS 37.15.011) for payment of debt service, accrued interest, and trustee
fees on outstanding state-guaranteed transportation revenue anticipation bonds, series 20038, for
the fiscal year ending June 30, 2010.

(h) The sum of $1,300 is appropriated to the state bond committee from state-guaranteed
transportation revenue anticipation bonds, series 2003B bond issue premium, interest earnings,
and accrued interest held in the debt service fund of the series 2003B bonds for the fiscal year
ending June 30, 2010, for payment of debt service and trustee fees on outstanding state-
guaranteed transportation revenue anticipation bonds, series 2003B.

Subsectmns 8 and h‘approprlate $12 9 rmlhon from the debt ret1rement fund and $1, 300

guaranteed tran;s-p-orta_uo—n-rex?enue{antlmpatlon'bonds aThe bonds y were- authonzed bf;
Voters in 2002 for road and harbdr - Construction/renovation :

Leg:sl tweif‘tscal Analyst Comment !Although these bonds fwere zssued ,wzth d GO
by. he state "they are more propnately referred to asq [}

o j e(vzce 'is s paid ‘using- el eligiblé federal- gid- htghway formula' ﬁmdtng
gcoupled With'a stté ‘Matching. componentl

(i) The sum of $50,028,700 is appropriated to the state bond committee for the fiscal
year ending June 30, 2010, for payment of debt service and trustec fees on outstanding
international airports revenue bonds from the following sources in the amounts stated:

SOURCE AMOUNT
International Airports Revenue Fund (AS 37.15.430) $46,828,700
Passenger facility charge : 3,200,000

Snbsectlon i appropnates fundlng for payment” of :debt: sérvice-and fees on -outstanding
iffternational airport revenue bonds!

(i} The sum of 31,005,000 is appropriated from interest earnings of the Alaska clean
water fund (AS 46.03.032) to the Alaska clean water fund revenue bond redemption fund (AS
37.15.565) 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, 2010.

(k) The sum of $1,670,000 is appropriated from interest camnings of the Alaska drinking
water fund (AS 46.03.036) to the Alaska drinking water fund revenue bond redemption fund (AS
37.15.565) 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, 2010.

Subsections | and k- approprlate the interest: earnings-of the clean -water and drinking
}water funds to- their’ respective’ ‘bond redemptlon funds Both funds-are’ capltahzed
annually w1th federal recezpts for dtinking and- clean water’ bond" recelpts (see secuons
!1 8(n) and. (o)) “The federal recelpts require a state match Federal rCStI’lCtIOIlS ‘on the 16an
‘ funds however hrmt the1r use to. ma.kmg ‘loans and’ paymg debt service. Thls secﬂons
takes advantage of the ab111ty to use the funds to-pay "debt service. Issumg short tem}

bonds - (secured by the assets of the. loan’ fund) allows the “restricfed” earnings of of th the
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fundsto be used topay off the bonds: - Essentially; the earnings of the funds are used-as
thatckf
(1) The sum of $8,036,300 is appropriated from the Alaska debt retirement fund (AS

37.15.011) to the state bond committee for the fiscal year ending June 30, 2010, for trustec fecs
and lease payments relating to certificates of participation issued for real property.

Subsectlon_l appropnates ﬁmdsl.frorn the debt retlrement fund to the state bond

State owhs the facxhty oﬁtrightl_

(m) The sum of $3,467,100 is appropriated from the general fund to the Department of
Administration for the fiscal year ending June 30, 2010, for payment of obligations to the Alaska
Housing Finance Corporation for the Robert B. Atwood Building in Anchorage

(n) The sum of $25,968,100 is appropriated from the general fund to the Department of
Administration for the fiscal year ending June 30, 2010, for payment of obligations and fees for
the following facilities:

FACILITY ALLOCATION

(1) Anchorage Jail $5,103,900
(2) Spring Creek Correctional Center 2,102,400
(3) Goose Creek Correctional Center 17,810,000
(4) Yukon-Kuskokwim Correctional Center 951,800
Subsect}' ion, appropnates -$5.1% mllhon .t pay;, lease costs for the lAnchorage Jauli

E\nchorage '1'ssued mumoxpal ‘bond§ to" pay " for” the. construdtion” Yof the” Anchorage Jaﬂ
Which the staté leases!

leglslanve Fiscal- Analyst Comment An: common, language ‘the' contract* With. the
Mumczpaltty of Anchorage is..a lease but terms o, the. contract are: such “that
Governmental Aceounang Standards Board s (GASB) rile #34 classrﬁes itasa Capztal
Lease This means-that-a defaulr on lease payments coild aﬁect the state’s crea’lt rating:
Beéause of the potenaal impact on credit rating; the obligation’is categorzzed as debt;

Legtslatzve Fiscal Analyst. Comment; Chapter 160, .SLA 2004 (SB'65) aurhorzzedflease-
purchase agreements Jfor: the. Sprmg Creek. Correcrzonal Center (SCCC) expansion, the
'Yukon-KuskokWIm Correctzonal Center (YKCC) expans:on “and ‘the’-Goose - Creelc
Forrecaonal Center constmeaan Upan ‘Yenovation, the state will pay., the debt servzceJ
land utilize the fac:ltzzes (a capital lease arrangement) SCCC is:a $22 mzll:on project
wnh prOJected FYZO] 0 debt service of $2.1 “million (25 year terin @ 5.25 %) YKCCis a
$I 2’5 mzllton  projéct wn‘h pro;ected F Y201 0 debt Service of i 3952 000 (25 year. term- @
5 25%, )
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;The latest construction: cost: estimates for the 1:536 bed Point’ McKenzie Jail projEﬂ
named Goose Creek Correcttonal Center range from $257 to $259 mzllzon 171e 25-year
$1 7.8 m:lhon An order o remain wzthm these ﬁnanemg parameters bana’ rates wauld
kave needed to-be about 4. 75%.: The aa’mmzstratton proposed puttmg up, $20 miillion a3
; ‘gap fundmg so.that only, $240 million would need to be raised through bond. proceet:lfsjz
The:bonds were fi nally issued in. that amount on December 224, - 2008 at’5.95%." At th;s
rate. and term annual debt service. is expected to be_in_the 317 6 million. range ($200
Yhousand less. than thie amount requested forFY201 0)[

(0} The sum of $3,303,500 is appropriated from the general fund to the Department of
Administration for the fiscal year ending June 30, 2010, for payment of obligations to the Alaska
Housing Finance Corporation for the Linny Pacillo Parking Garage in Anchorage.

Subsecnon o approprtates 33.3 mzllzon for oblzgatzons assoczated with’ the “Linny, Pacillo
parkmg garage The oblzganon is" i lease purchase Similar 1o the’ oblzgatzon for hé
Robert-B:Amwood Bf,m'a’azngq

(p) The sum of $98,937,100 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:

Alaska debt retirement fund (AS 37.15.011) $75,937,100

School fund (AS 43.50.140) 23,000,000

Subsectlon P appropnates fiinds, for mini¢ips I'sc hool debt.re senient. AS 1‘4.71_} 100
the” st ‘ _bmqse “municipalities. for sselecied; bond; ‘school

nmpal and intefest” ‘ uthonzatmn) Thé

AMGUAto &us“appropﬁ-éuon is. fhe ‘proj jected need’ for.full rem:xbursernéntJ

(@) The sum of $5,548,923 is appropriated from the general fund to the following
agencies for the fiscal year ending June 30, 2010, 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 $1,412,615

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) 127,500

(B) Matanuska-Susitna Borough (deep water port 755,120

and road upgrade)
(C) Aleutians East Borough/False Pass 101,840

(small boat harbor)
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, APPROPRIATION
AGENCY AND PROJECT (Cont.) AMOUNT (Cont.)
(D) Lake and Peninsula Borough/Chignik 117,844
{dock project)
(E) City of Fairbanks (fire headquarters 872,115
) station replacement)
. (F) City of Valdez (harbor renovations) 225,743
{G) Aleutians Ease Borough/Akutan 303,948
(small boat harbor)
(H) Fairbanks North Star Borough 337,343
(Eielson AFB Schools, major maintenance
and upgrades)
Department of Transportation and Public
Facilities Subtotal 2,841,453
(3) Alaska Energy Authority
(A) Kodiak Electric Association (Nyman 943,676
combined cycle cogeneration plant)
(B) Copper Valley Electric Association 351,179
(cogeneration projects)

Alaska Energy Authonty subtotal ' 1,294,855

(r} The sum of $8,900,000 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 $3,600,000 of the appropriation made by this subsection be used for
early redemption of the bonds.

Subsecnon r appropnates the. majori

aut onze: .-hnder Ch-94, SLA 2005_—'—and transferred to the bond redemptlon fund: 1n
Sectlon 1_8(r) of: this ,b111—for payment of - debt semce on bonds 1ssued for sport ‘fish
hatchery "devclopment'.?-'l’he appropnauon exceeds the ~debt service: due on- the:bonds]
,allowmg the bonds to'be paid off ahead of schcdule

* Sec. 24. CONSTITUTIONAL BUDGET RESERVE FUND. (a) Deposits in the budget
reserve fund (art. IX, sec. 17, Constitution of the State of Alaska) for fiscal year 2009 that are
made from subfunds and accounts other than the operating general 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.
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Subsectlon a_is “‘sweep.reversal - language.”™ The Constltutlon requu‘es that year-end
general fund balances ‘be uged to Tepay w1thdrawals from the ‘CBRF.- All I general fund
Subaccounts are. “swept” 'into the CBRF: this provision reveries. that action

(b) Unrestricted interest earned on investment of the general fund balances for the fiscal
year ending June 30, 2010, 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, 2010, in anticipation of recetving 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 to permit expenditure of operating and capital appropriations in the fiscal

year ending June 30, 2010, in anticipation of receiving unrestricted general fund revenue.

lSubsectlon b appropnates general fund: earmngs Jtothe; CBRE” as’ compensatlon for
earnings’ I Iost byf the CBRF.as .4 ‘result-Of. draws 10, ‘mieet the Tréastfy’s “cash’: ﬂow
reqmrements

(¢) The sum of $1,673,000 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, 2010.

Subsectmn ¢l appropn ates- $1 A m1111on from the budget reserve fund 1o the Départment

of Revenue TreaiSury Division, “foriinvestmient: management feés.fot- FY2010

(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.

Subsectlon d’ stlpulates that appropnatlons made from the CBRF must/be approved by.at
[east three-quarters of the members of each house of the leglslatulrej

Legtslauve Fzscal Analyst Coniment: The bill contains no. l%gguage appropriating funds
ﬁom the: CBRFJO cover.any shortfall in unresmcred reventic

* Sec. 25. NONLAPSE OF APPROPRIATIONS. The appropriations made by secs. 5, 18, 20,
23(3), and 23(k) of this Act are for the capitalization of funds and do not lapse.

* Sec. 26. 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 2009
program receipts or the unexpended and unobligated balance on June 30, 2009, of a specified
account are retroactive to June 30, 2009, solely for the purpose of carrying forward a prior fiscal
year balance,

* Sec. 27. Section 26 of this Act takes effect June 30, 2009.
* Sec. 28. Except as provided in sec. 27 of this Act, this Act takes effect July 1, 2009.
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Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

Capital Budget

The Governor has proposed capital projects of $1.9 billion and a total capital budget of $2.02
billion for FY2010.) The budget includes $535 million in general funds, $1.1 billion in federal
funds, and $380 million of other state funds.* Compared with the budget proposed last year (on
12/15/2007), it is $194 million greater in general funds, $310 million greater in federal funds, but
down $416 million in other state funds for a $88 million net increase over the Governor’s FY09
proposal.

Funding
General Funds

General funds are up $194 million over the Governor’s FY09 proposal. This amount includes
money from a savings account set aside by the legislature in FY07. The legislature placed $300
million of general funds in a sub-corporation of AHFC, with the intent that the money be used for
future capital projects. The Governor proposes using $238.4 million of the $300 million (plus
approximately $45 million of earnings) available. '

Other State Funds
The large drop in other state funds is attributable to:

e The inclusion of much more bond funding in FY09. A total of $300 million of general
obligation and Alaska Student Loan bonds were proposed. This year, only airport bonds
($24.3 million) are included as a bond fund source.

e A substantial reduction in expenditures from the Alaska Capital Income Fund. Last
year’s appropriation level was supported by infusions of cash into the fund.’ The fund
was essentially drained in FY09 and the FY2010 budget contains roughly the amount of
income expected in FY2010 (approximately $28 million).

The Governor’s FY2010 proposal includes over $39 million in cruise-ship-related projects funded
from the Commercial Passenger Vessel Tax Fund. Last year the legislature appropriated $25
million from this fund, of which $10 million was vetoed by the Governor.

Federal Funds

Federal receipt authority is up over $300 million. Much qf this is attributable to two projects;
e DNR’s $58 million Coastal Impact Assistance Program and
e the University’s $100 million Arctic Research Vessel.

The remaining increase is in the DOT&PF Airport Improvement and Surface Transportation
programs. Due to the very complex environment for federal funding (see [ssues later in this
section), the DOT&PF capital budget appears to include some “extra” projects. This is not an
uncommon strategy by DOT&PF; it provides the flexibility to manage federal programs so as to
best capture available federal funding. Once a new federal transportation authorization bill is

* The total budget includes fund transfer appropriations which, as duplicated appropriations, do not actually
put more “money on the street.” The Capital Budget Summary table on page 62 reflects this best. The
report differs from the depiction on the Fiscal Summary, in which all duplicate funds are removed.
* The Fiscal Summary shows FY2010 GF spending of $555 million. That figure includes a $20 million
?laceholder for FY2010 supplemental projects which is excluded here.

In FYQ7, a general fund sweep provision caused over $140 million to be swept into the fund. In FYO0S,
over $50 million of corporate dividends was placed into the fund.
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passed and plans for economic stimulus are revealed, the direction of future federal funding will
be clearer.

Budget Composition

The pie chart below provides a categorical breakdown of the proposed capital spending plan.®
Further project details may be addressed in the individual agency narratives.

Figure 1
Capital Project Categorization
(All Funding Sources in Millions) Equipment/
Materials, $161.3,
8% Information
Systems/
Technology,

B 51245,6%

New Construction/
Land Acquisition,
- $624.3,30%

b Other, $276 , 14%

Planning/
Research, $155.5,
8%

Remodel/
Reconstruction,
$523.5,26%

Maintenance/
Renovation/
Repairs, $153.8,
8%

Construction

Construction projects—both new and remodel—comprise over 56% 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
the function of existing roads or space. The Surface Transportation Program and the Airport
Improvement Program within DOT&PF make up the majority of the construction budget at $602
million. Other significant construction projects are in the Village Safe Water and Waste Water
Program and the Municipal Water Sewer Matching Grants Program at $110 million. Large,
stand-alone state funded construction appropriations include:

e $20 million (AHCC Funds) - Goose Creek Correctional Center gap funding
»  $20 million (AHCC Funds) - AVTEC 3™ Avenue Dorm Replacement

® Please see the last page of this section for the methodology of the project categorization.
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e $12 million (AHCC Funds) - AVTEC Heavy Equipment and Diesel Shop

e  $15 million (University Receipts) — UAF Energy Technology Building

¢ $20.6 million {(University Receipts) — [}AF Life Sciences Facility

e  $50 million (GF) — Federal Aid Highway/ Aviation State Match

¢  $10.8 million (GF) — School Major Maintenance Projects
Maintenance/Renovation/Repairs

This category includes deferred/scheduled maintenance or repair projects for agency facilities,
state parks, harbors, highways, bridges, rural airports, aircraft and vessels. The category accounts
for 8% of the total capital budget. Notable projects include:

¢ $32 million (GF) - School Major Maintenance Projects

+  $9.8 million (GF) — AMHS Vessel/Terminal Overhaul

¢ 318 million (Federal) - AMHS Mainline Ferry Refurbishment

s $11.4 million (Federal) — Richardson Highway Flood Repairs

o 310 million (GF) — UA Annual Facility Maintenance, Renewal/Renovation

e  $32.9 million (various) — Various Agency Facility Maintenance Projects
Planning/Research

Another 8% of the budget is for the planning/research category, primarily federal highway and
airport pre-construction appropriations. At $45 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. Other sizable projects include:

¢  $4.2 million (AHCC Receipts) — DEC Girdwood Wastewater Treatment Facility

o  $22 million (Federal) — DF&G Pacific Coastal Salmon Recovery Fund

¢ $3 million (AHCC) — DNR Gas Pipeline Implementation

e  $6 million (AHCC) — DNR Reservoir Studies Oil and Gas Resources

e  $5 million (AHCC) — DOR Gas Spur Line Development

e 32 million (AHFC Dividend) — AHFC Energy Efficiency Monitoring Research
Information Systems/Technology

Information technology projects make up a significant portion of the budget at 6%. This is
substantial given that the funding is made up of almost entirely state funds. Spread throughout
state agencies, projects include network upgrades/replacements, security projects, document
imaging projects, and two notable projects comprising over half the category:

o $23 4 million (AHCC/Gamble Tax) — DOR Tax Management System

e  $50 million (AHCC) - DOA Statewide System Replacement (accounting and payroll
system)
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Equipment/Materials

This category, totaling $161 million, is much larger than normal because it includes $100 million
of federal receipt authority for the UAF Alaska Region Research Vessel project. This funding,
along with $80 million of previous authority, will allow for construction of a 236 foot ice-capable
research vessel. Other significant equipment/ materials projects include:

e 3515 million (Hwy Working Capital Funds} — State Equipment Fleet Replacement
e 313.6 million (Federal) - Snow Removal Equipment
¢ . $2.3 million (AHCC Receipts) — Fairbanks Pipeline Training Center Equipment

Other

The Other category, 14% of the budget, is comprised of projects outside the other project
categories. They include projects of economic assistance, training, safety grants/ programs, fund
capitalizations and others. Notable projects include:

e  $58 million (Federal) — DNR Coastal Impact Assistance Program
¢  $10 million (various) — AHFC Homeless Assistance Program

e $11.5 million (Federal) - DOT&PF Statewide Safety Program

¢ $20 million (AHCC) — AGIA Reimbursement Fund

ISSUES

Federal Funding

Last summer the Congressional Budget Office projected a Federal Highway Trust Fund shortfall
of $3.3 billion for 2009. This shortfall was addressed by Congress, albeit temporarily, by an $8
billion infusion from the general treasury. Current projections have the Trust Fund remaining
solvent through federal fiscal year 2009. The infusion fixes the immediate shortfall in funding,
but does 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.

An unprecedented fiscal stimulus package is expected soon after the inauguration of President
Obama. How it will affect Alaska is unknown at this time. Conjecture has Alaska receiving
upwards of $300 million dollars very soon after the package is signed into law. The stimulus is
intended to be very swift, and strings are likely to be attached. There is speculation that projects
must be fully vetted through the normal federal rules and be “shovel ready” in short order, or
states may lose the funding to a state that is ready to move more rapidly.

The Governor has submitted a $140 million request to the Alaska Congressional Delegation that
some regard as less-than-sufficient given the situation. On the list were three gas pipeline
infrastructure projects and one for Central Region general surface repairs. It is expected that
these projects would come off the top of the $300 million, leaving approximately $160 million for
statewide ready-to-build projects.

In order to avoid losing “stimulus funds,” DOT&PF may use the new money for projects
currently scheduled to receive regular federal program funding. They would then replace the
projects removed from the regular funding list with projects scheduled for later years. A
supplemental bill addressing the stimulus package is expected from the administration. Fast
tracking the bill may be in order to maximize the federal funds. Environmental infrastructure, the
Alaska Railroad and other infrastructure may also be included.
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Gas Pipeline Infrastructure

The Department of Transportation and Public Facilities previously outlined $2 billion in
transportation infrastructure projects that are deemed necessary in order to build the gas pipeline.
“Every day, week, month or year that we wait to complete infrastructure will add cost to the
project (gas pipeline) and could in fact be the main reason that this project doesn’t get built,”
Federal Pipeline Coordinator Drue Pearce recently said. With only five construction seasons
remaining before planned pipeline construction, the 86 identified projects along the Dalton,
Elliot, Richardson, Parks, Glenn and Alaska Highways will need to be screened for “mission
critical” items. The $2 billion estimate came when oil was over $100/bbl. In this $30-$40/bbl
environment, projects may be limited to “must haves” for the safe and efficient construction of
the pipeline. The governor has included one pipeline transportation infrastructure project, Dalton
Highway MP 9-11 ($26.3 million), in her current bill.

Distribution by House District

The pie charts on the following page (Figures 2 & 3) detail the proportional breakdown of the
budget 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 or 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 62 breaks out the funding sources by fund group (general,
federal and other funds) for each house district. Project detail reports by House District (along
with project back-up) can be found on the Legislative Finance website.

Project Categorization Methodology

The pie chart beginning this section and the spreadsheets accompanying each agency narrative
categorize the capital budget by project groups. The groupings have been developed with the
intent of creating a mutually exclusive set. This allows for the totaling of projects into 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, Renovation and Repairs

Projects involving the repair of deteriorated conditions, restoration,
bringing back to a preexisting or improved state

Remodel and Reconstruction

Projects modifying existing space, changing the function of existing
space

New Construction and Land
Acquisition

Projects involving the addition of new space

Information Systems and Technology

Projects refated to information technology regardiess of whether they
are in a planning phase or construction (programming) phase -
segregated due to their unique nature

Other

Projects that do not fit elsewhere

7 Legislative 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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Figure 2
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 Language Sections of the Governor’s FY2010 Capital Budget

* Sec. 10. ENTERPRISE INFORMATION TECHNOLOGY PROJECTS. (a) The sum of
$7.564,659 is appropriated to the Office of the Governor from the following sources in the
amounts stated and allocated for department information technology security projects:

DEPARTMENT SOURCE ALLOCATION PROJECT TOTAL
AND PROJECT BY SOURCE ALLOCATION
(1) Administration Information $5,000,000 $5,000,000
Enterprise security services fund
projects
{2) Health and Social
Services
(A) Personal Federal receipts 81,814 818,141
information General fund match 736,327
protection data
encryption
B) Health insurance Federal receipts 668,724 1,337,448
portability and General fund match 668,724
accountability
compliance
(®)) Disaster Federal receipts 40,907 409,070
recovery General fund match 368,163

(b) The sum of $4,160,800 is appropriated to the Office of the Governor from the
following sources in the amounts stated and allocated for department information technology
imaging and document management projects:

DEPARTMENT SOURCE ALLOCATION PROJECT TOTAL
AND PROJECT BY SOURCE ALLOCATION
(1) Administration
Document management General fund $4,600 $328,000
system — microfilm Group health and 94,500
conversion phase 1 life benefits fund
FICA administration 2,000
fund account
Public employees 160,100

retirement trust fund

Teachers retirement 63,200
trust fund

Judicial retirement 400
system

National guard retirement 3,200
system
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DEPARTMENT SOURCE ALLOCATION PROJECT TOTAL
AND PROJECT BY SOURCE ALLOCATION
2) Commerce, Community,

3)

4

and Economic
Development

(A) Banking and Receipt supported 890,000 890,000
securities services
management
systems

(B) Community and General fund 690,000 690,000
regional affairs
imaging .

(C) Banking and Receipt supported 580,000 580,000
securitics imaging Services

Health and Social

Services

Contract management Federal receipts 47,300 472,800

automation system General fund match 425,500

Natural Resources

DNR document General fund . 1,200,000 1,200,000

management system
phase 2 or 2

{c} The distribution to the respective state agencies of the appropriations allocated in (a)

and (b) of this section is contingent on the respective state agencies signing an agreement to
participate in the Department of Administration's enterprise collaboration model for information
technology projects.

Subs‘ectlons a appropnatcs -$7.6° rmlllon 'to. the [Office;of. the’ Governor for: information
technology socunty projects. There are: fotir allocations to Various departments

Subsecnon b. appropnates "$4.2. million"t6-theé - Office, of the: Governor T ;pforrnatlon

A &5 3
technology.‘lmagmg '3nd document” mariagement” prOJects * There are Sixallocations to
yanous depaxtments]

Subsectlon c 11m1ts dlstnbutlon of pro;ect fundmg to-agenciés, that_agréé to -micet

iafﬁcmncws and econo S of scale 4 The E[B also voted to group snmlar pIOJects mto
?ppropnatlons to the,, Ofﬁce of" the‘*Govcmor the' intent” of whloh is" {0~ compel
collaboratwe Work OMB w1ll hold the purse strings. until agenoles sign Pro;ect Charter
Ag:reemcnts 1dent1fymg soope tlmehnes etc: The. rmnutes from the October 30 2008
EIB iniéeting aré availablé onliné’and provide addmonal mfonnatmn on the 1€ topic:

Legtslatwe Fiscal Analyst Comiment: While collaboratzon is a laudable goal there may
ke alternative” approprzatzon Ianguage ‘that achzeves the same ehd whzle allowmg the
prOJects to be formally associated the’ apphcable agencyl
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* Sec. 11. 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 Aerospace Development 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).

Subsectlon a:lists types of ‘unanticipated. additional rece1pts that are appropnated subJect
to re view by the Leglslatwe Budget ‘and Audlt (LB&A) Committee. Corporate receipts-of
the' AHIFC hdve been added to the list sincé FY08!

Legtslattve Ftscal Analyst:. Comment This standard language permtts .requests. for
dn’ rtanal gapztal authort tton to, be subm:tted to the LB&A commzttee for approval*

e e eludc;s rest fis shertes recezpts and: corporate recezpts af thé«AIaska
Aerospace evelopment Corporaaon[

(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.

Subs:e tron*b penmts state authonzatron to be reducedfrf unant1c1pated money is recelved
T Jects ﬁmdedgbywstate funds: Thereis no formal® process “for trackmg potentlal
Feductions]

(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.

ISubsectlon*c automatlcally limits* authonzation of s federal- and other.-receipts” to the
amount actually recerved The language apphes to .all approprtanons tinsthe Act;? “Hot
merely to; appropnatlons sub_] ect.to LB&A Teview!

* Sec. 12. FUND TRANSFERS. (a) The income earned during fiscal year 2010 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).

Subsectlon a appropnates .the FY2010 earmngs associated with the’ State Vs Amerada
Hess settlement (held wrthm the Permanent “und) to- the Alaska Caprtal Income Fund!
gThls find was establishéd i FY05 ‘and is. customanly appropnated for capltal proj jects!

Fundmg - The 'Amerada Hess. settlement . ,portmn of .the Permanent Fund” 1s
ifericed off”- from the: rest- of the: Permanent Fund pnnc1pal “The: earmngs on th13n $425
nulhon portlon have: lustoncally been pro;ected -at-$28 nnlllon per. ‘year based on the
expected rate, of :refurn” oh. | Pennanent Fund mvestments Hlstoncally, eannngs have
averaged altost: $35 million:per. year; and FY09 earnings. are currently- projected at $18 $18
thillion!

(b) The interest earned on amounts in the election fund are appropriated to the election
fund required by the federal Help America Vote Act.

(c) The following appropriations are made from the general fund to the following funds
in the amounts stated:
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FUND APPROPRIATION
(1) Information services fund (AS 44.21.045(a)) $9,500,000

Fhis subsection capltahzes ‘the, Infonnanon Services Fund for capital projects’in Section
i1 ,,Typlcally, pro_lect appropnatlons equal the amount capltahzmg the fiind

Legtsianve Fiscal -Analyst.Comment: This “cumbersome method of . fundmg -projects is
ende to'zdent:jjf and: track- projects”sq that. e.xpendztures can bé. recouped: via'I

servzce charges_ G:ven tke htgh level of T “chargeback rates.and. rhe pushback from

agencies onrate inéreases; il is doubtful that capital mvestments will- be recouped N

Fundmg The,&prOJects A SECthIl 1 utlhzmg the Informat10n Services Fund
{ISF) total. $10:8 million. ‘This exceeds the capitalizition By $1:3 tiillion

Legtslatwe Ftsqal Analyst:':Comment. v Spendmg zn excess ofvthe capztahzatzon of the‘

oblzga ons'is' unknown at th:s HeE. -[Fmance committecs moy wzsh to examing thzs isstiel
{2) Renewable energy grant fund (AS 42.45.045(a)) 50,000,000

iThis:subsection’ capltahzesathe Renewable Energy Grant Fu.ndl created Iast ses__smn 1n I-[B

%5

expec ed,’io & parr of the: regular capzta k udge . It:vroeessl

(d) The sum of $40,514,065 is appropriated from Alaska housing capital corporation
receipts to the major maintenance grant fund (AS 14.11.007).

ThlS subsection. capltali es. the Major Malntenance Grant Fund set up m statu'e for school

Man _,,_._m- _'-.
Share at amounts 1o $269'6 million (approximately 75%’of the total ‘estimated. cost) T"

_ Fun,dmg *The Alaska. Housmg Capxtal Corporation fund source refers'to.a- $300
_m11110n general ﬁ.md *‘ppropnatlon to. a subcorporatlon estabhshed w1th1n itic. Alaska
Housmg Finance' Corporatloni

Legtslanve Fiscal' Analyst Comment: . The AHCGC savings.account is a~“parking spotz |
fo surplus‘ revenue,” The account was created w:rhm AHFC in FY(7 because domg 30
amade the: balance exempt ﬁom “the annual Sweep of unspent general funds to;- the
Constztutzonal Budget Reserveé:Fiind. Leg1slat1ve Finance c!osszf ies wzzhdrawals ﬁ'om the

sawngs account as'general funds, the Governor classifies them as duplzoated funds

Legzslanve Fts__cal Analyst Comment. Note that the proposed budget does noz address

rcorzstruczton list contains, 32 schools pro;ects that Kave an esnmated state cost of $4 75
million!

Legzslanve Ftscal Analyst ‘Comment: . ~ Legislative " Finance, prefers the ; Ma_](){i
Mamtenance and School Construotxon Grani F unds bé’ capztalzzed ini the numbers secuon
of the capztal Bill. “The oppropnanon can go. dzrectly to the specy‘?c fund i DEED . with
the the projects.listed as- allocatiorns. * Last year, this change was made in the capital bill (seé
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page 136, line. 13 thraugh ‘page: 138 line 17,-Section-'13, Chapter 29, SLA 2008: T?ze
advantages of the FY09 approach are reduced ﬁmd source duplzcanan in the budget
(whzch adds clarity),; and+faster-bill Writing aj and rodification]

(e) The sum of $20,000,000 is appropriated from Alaska housing capital corporation
receipts to the Alaska Gasline Inducement Act reimbursement fund (AS 43.90.400(a)) for the
natural gas pipeline project construction inducement under AS 43.90.110(a)(1).

Fhis sectlon appropnates $20 nnlhon to the AGIA relmbursement fund for expenses
1ssuance of the AGIA llcense $30 rmlhon from the general fund rvra—s 'appropnated to the
fund in the: special session authonzmg the licensel

* Sec. 13. INSURANCE CLAIMS. The amounts to be received in settlement 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.

This, segtlon allows an’ agericy: toxrecewe msurance Claim:settl
a thlrg party JW1thout this prov151on settlements ermain in’
find would not be availableto offset an agéncy’ sloss’ ‘withiout a spec1ﬁc appropnat1on

* Sec. 14. NATIONAL PETROLEUM RESERVE - ALASKA IMPACT GRANT PROGRAM.
The amount received by the National Petroleum Reserve - Alaska special revenue fund (AS
37.05.530}) under 42 U.5.C. 6506a(!) or former 42 U.S.C. 6508 by August 31, 2009, estimated to
be $22,500,000, is appropriated from that fund to the Department of Commerce, Community, and
Economic Development for capital project grants under the National Petroleurn Reserve - Alaska
impact grant programt.

ThlS sectlon appropnates the ‘entire- amount recelved (estlmated at '$22.5:miillion, for
e & federal’ govermnment from sales, Tet:

hiristhe, NPR-A to,the*NPR<A‘Impag

: ded to mum01pa31t1es 1mpa ed by 011 and gas development 1n the NPR Aﬁi
“Tio

any.; remammg “afiount-t6 the” Power Cost Equal1zat1on and Rural Electnc Capltahzlatl‘oni
Fund’

Leg:slauve Fiscal Analyst Comment:’ The. EY09, capital bill contamed anitemized: hstmg
of all grantees and thé pro;ects to be funded Tlhe benef tslaf listing: the. grantees. in the
bill'include the abthty io'séarch for speczﬁc ‘grant recipients!

* Sec. 15. RURAL ELECTRIFICATION REVOLVING LOAN FUND; ELECTRICAL
EMERGENCIES PROGRAM. (a) Notwithstanding AS 42.45.020(g), the balance of the rural
electrification revolving loan fund (AS 42.45.020) on June 30, 2009, estimated to be $80,400, is
appropriated to the Department of Commerce, Community, and Economic Development, Alaska
Energy Authority, for the electrical emergencies program.

appropnatmn of;the balance 'e Rural Electnﬁcatlon Revolvmg Loan fund 1o AEAI
Pefore theArece1pts are depos1t _ __'mto the general fund The balance. cons1sts of the 1061}
yI s-.on - the™ Teéfnaining . loans outstand:m -~ These loan paments totaled
apprommately $330 060 annually unt1l recently, ‘When several loans acoountmg for,qoveg
70%:of the Sutstanding balance were paid in-full. . The remaining 1 loan n payments wi w111 total
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repprommately 7$80,000° (880,400 forAFY2010) until -2020;. when' they. will- < drop_to
approximately $65, 000/

(b) The sum of $250,000 is appropriated from the general fund to the Department of
Commerce, Community, and Economic Development, Alaska Energy Authority, for the electrical
emergencies program.

sT he-$250, 000-is’the difference’ between the; $330,000 customary amount appropnated for
ele{': cal emergencles “and “the: energy oan fepayments “of -$80, (}00 appropnated in

£

subsectlon al

lconts'zafer deletmg thzs seettoh z;t favoreoﬁa numbers'sectzon approprzatzon of $330 000

general funds

* Sec. 16. CLIMATE CHANGE IMPACT MITIGATION PROGRAM. Section 10, ch. 11,
SLA 2008, page 57, lines 30 - 31, is amended to read:

APPROPRIATION GENERAL OTHER
ALLOCATIONS ITEMS FUND FUNDS
Climate Change Impact 1,400,000 1.400.000
Mitigation Program (HD 1-40) [1,100,000] [1,100,000]

This séction adds $300 000 from the'general:fiind. to-the: 11sted".";t;i]:oroprlatloni

would heed'to be revzsed i

* Sec. 17. LAPSE. (a) The appropriations made by secs. 12 and 13(1) of this Act are for the
capitalization of funds and do not lapse.

(b) The appropriations made by secs. 10 and 14 - 16 of this Act are for capital projects
and lapse under AS 37.25.020.

I;l]_ljs sect1on “states, that the, pro_]ects lapse-under- AS-37. 25,020 which, prov1des that the
appro ation is £o7 the 11fe of the pro_]ect.‘? he behef {hat’ eapltal*appropnanons have'a

ﬁve-yeet lapse is &'common mlsunderstandmg

(¢) A grant awarded in secs. 1 - 16 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 unless otherwise stated or designated for a fiscal year.

;I'l'ns new subsectlon is, included o elanfy that all grants -under AS - 37. 05 316 -areé to be;
(r:on51dered capltal prOJeets=and arg.to lapse:. like.other capltal pro;ects There has* beer%
eonfus1on i the- past on- whether somé grants are mtended to: be operatmg grants with a
one-year lapse? This language shoild clarify the situation

* Sec. 18. Section 15(a) of this Act takes effect June 30, 2009.

[This_ effective date makes:the $80,000 appropriation-for electrical’ émergencies’ir “in section
15 (a) an' EY09 supplemeénal appr0pnat10n‘

* Sec. 19, Except as provided in sec. 18 of this Act, this Act takes effect July 1, 2009.
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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
circumstances of its beneficiaries. The Trust’s beneficiaries include:

s Pecople with mental illness;
¢ People with developmental disabilities;
» People with chronic alcoholism; and

s People with Alzheimer’s disease and related disorders.

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;
e return the principal of the trust fund to the Authority; and

s 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 manages the trust principal, the
Mental Health Trust Lands Office (Dept. of Natural Resources) manages the land, 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:

* apercentage of net asset value of the Trust Fund Corpus (Principal);

lapsed funds from the prior year;
e income from the Trust’s account in the treasury; and

s income from rents, fees, purchase contract interest, and 15% of timber sales from the
Trust Land Management.
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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 generates
revenue from the investment eamnings 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
Menta! 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 Govemor’s reguest makes
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: FY2010 is the second year of zero-based budgeting of MHTAAR for the
Trust, meaning that all MHTAAR in state agencies was removed from the FY2010 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. In prior years, 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 mentat health purposes is simiiar 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 FY2010 Mental Health Budget

The Trustees approved five focus areas for the FY2010 budget cycle, with the goals affecting
significant system changes in the areas of:

¢ Bring The Kids Home;
e Affordable, Appropriate Housing for Trust Beneficiaries;

e Disability Justice for Trust Beneficiaries;
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¢  Trust Beneficiary Group Initiatives; and

o  Workforce Development

OPERATING

The net increase in state-controlled funding (GF/MH) from FY2009 to FY2010C is approximately
$12.5 million. Mental Health Trust recommendations do not typically address all Mental Health
funding. The Governor’s budget request includes the following items not addressed by the Trust:

¢ FY2009 GF/MH funding included in the base for FY2010; and
¢ FY2010 Salary Wage and Health Insurance increases.

The FY2010 Trust MHTAAR recommended budget totals $12.7 million. The following items
are Trust recommendations that are not yet included in the Govemor’s FY2010 budget request:

e New student loan repayment program to be used as a recruitment and retention tool for
providers serving Trustee beneficiaries;

e Pilot program to provide coordinated services to individuals with traumatic brain injury,
and their families not otherwise eligible for such services from other agencies or
programs; and

e Support for a rural secure treatment provider program under Title 47, which provides for
involuntary commitment of clients incapacitated by alcohol and/or drugs. Title 47 client
services are the highest level of treatment and the most expensive in providing secure
treatment services.

~ " 'v" StatewideTotal Appropriations for Mental Health Programs’ .. -

AMHTA
FY2010 FY2010
FY06 FY07 FY08 FY09 | Request Gov

State-Controlled 114,662.0 } 127,712.4 | 131,568.6 | 159,818.2 | 17.918.6 | 172,269.9

MH Trust 10,0635 | 11,4464 | 12308.7 | 13,7142 [ 12,6984 | 12,1439
Total Operating 124,715.5 | 139,158.8 | 143,877.3 | 173,532.4 | 30,542.0 | 184,413.8

State-Controlled 9,049.2 | 12,200.0 | 13,600.0 | 10,050.0 | 18,816.8 | 16,200.7
MH Trust 3,100.0 | 2,650.0 | 2,500.0 | 3,500.0 | 2,780.0 | 2,330.0
Total Capital 12,149.2 | 14,850.0 | 16,100.0 | 13,550.0 | 21,596.8 | 18,539.7
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CAPITAL

The Governor’s FY2010 Capital Budget Request of $18.5 million for Mental Health programs is
$3.1 million less than the Trust’s recommendations of $21.6 million. The Trust’s
recommendations include $2.7 million MHTAAR, $6.1 million GF/MH, and $12.8 million AHFC
Dividends. Below are some of the sigmficant projects contained in both the Trust’s
recommendations and the Governor’s Mental Health budget (funding levels shown below are
from the Governor’s budget):

o MH AHFC Homeless Assistance Program (ED 99) $10.0 million
o MH AHFC Beneficiary and Special Needs Housing (ED 99) $1.8 million
¢  MH Coordinated Transportation and Vehicles (ED 99) $1.1 million
» MH Home Modification and Upgrades to Retain Housing $1.1 million
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Agency Narratives and Funding Summaries
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Department of Administration

All Doflars in Thousands

{GF Only) Change % Change | See Note:
FY09 Conference Committee (GF Only) $70,025.4
FY09 Fiscal Notes 2,144.9
CarryForward - 1,450.6
Special Appropriations 7.5
Agency Transfers {excludes fuel/utility &gasline) -
09 Contractual Salary Adjustments 6.2
09 Salary Fund Changes -
Misc Adjustments -
Vetoes -
FY09 Revised Management Plan {GF only) $73,634.6 $3,609.2 5.2%
One-time ftems removed {3,.175.3)
Transfers between Agencies (nets zero statewids) -
FY10 Contractual Salary and Health Increases 1,316.6
Misc Adjustments -
FY10 Adjusted Base Budget (GF only} $71,7759 ($1,858.7) -2.5%
FY 10 Unrealizable Salary Fund Source Changes 1,095.1 4
FY 10 Governor's GF Increments/Decrements/Fund Changes 301.5
FY10 Governor's Request (GF only) $73,172.5 $1,396.6 1.9%
k 4
Change from
FY10 Governor's Increments, Decrements and Fund | FY10 Adjusted Revised FY10|
Changes Base Budget + FY10 Adj Base to
Less Unrealizable Salary Fund Source Changes Salary Fund | Governor's FY10
Changes {GF [Request (GF| Governor's
Only) only) Request See Note:
Allocation $301.5
Finance 6,111.0 6,251.0 140.0 2
Retirement and Benefits 419.6 169.4 {250.2)
Elected Public Officers Retirement System Benefits 1,778.1 1,898.1 120.0 3
Enterprise Technology Services 8,103.3 8,403.3 300.0 1
Violent Crimes Compensation Board 8.3 - (8.3)
Change from
Revised FY10
Non-General Fund Agency Summary FY10 Adjusted Adj Base to
Base Budget + FY10 FY10
Salary Fund | Governeor's | Governor's
Changes Request Request See Note:
Federal Funds (all allocations) 2,782.4 2,782.4 -
Other funds {all allocations) 206,509.4 216,295.0 9,785.6
Total Non-General Funds (all allocations) $200,201.8| $218,077.4 $9,785.6
I
Poslition Changes (From FY09 Management Plan to Gov) 1,121 1,121 0
PFT 1,068 1,068 -
PPT 20 20 -
Temp 33 33 -
. State Funds | Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research - - -
Maintenance, Renovation, and Repairs 3,050.0 - 3,050.0
Remodel and Reconstruction - - -
New Construction and Land Acquisition - - -
Equipment and Materials - - _
Information Systems and Technology 62,275.0 - 62,275.0
Other - - -
TOTAL CAPITAL $65,325.0 $0.0 $65,325.0
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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. As a liaison between the
Governor’s Office and the Legislature, DOA steps in to establish policies and coordinate services
among divisions. DOA provides statewide leadership and policy direction in the following areas:

e finance and accounting;

e payroll;

» information technology;

+ human resources;

¢ labor relations; _

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

» facility leasing and management;

s risk management; and

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

Direct public services are provided through the Division of Motor Vehicles, Public Defender
Agency, Office of Public Advocacy, and the Office of Administrative Hearings. 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 FY2010 Department of Administration general fund operating budget as submitted by the
Governor is $462.1 below the FY09 Revised Management Plan (which excludes fuel/utility &
gasline one-time funding of $66.8). The Governor’s net GF change from Adjusted Base is
$1,396.6.

The following notes correspond to numbers in the last column on the preceding spreadsheet:

1.  Enterprise Technology Services: $300.0 GF. Additional funding is
requested to pay cost increases associated with operation and maintenance of the State of
Alaska Telecommunications System (SATS) microwave transmission network. The cost
increases include fuel and power for SATS microwave sites and transportation costs,
including costs for helicopter access to remote sites. This increment will assist in
maintaining the physical operations of the SATS Microwave Network System and
telephonic and network communications outside the Anchorage area. These sites are
important to daily operations of state agencies, including the Alaska State Troopers.
Areas of the state that rely on the SATS Microwave System include Kodiak, the
Anchorage-Fairbanks-Delta-Tok-Glennallen h1ghway corridors, the Kenai Peninsula,
Valdez and Cordova.

2. Finance Operations: $140.0 GF/Program Receipts. The Governor
requests additional authority to spend receipts anticipated under a new contract with U.S.
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Bank for Ore Card. During FY09, the budgeted credit card rebate was increased by
$250.0 for a new total of $463.2. Current projections suggest a rebate of between $550.0
and $600.0 will be available under the new contract with U.S. Bank in FY2010. The
Department is asking for the authority to spend these receipts to partially offset cost
increases related to supporting the Alaska Data Enterprise Reporting {ALDER) Data
Warehouse ($100.0) and to provide for vacancy factor reduction ($40.0).

Per AS 37.05.142-144: Program receipts may not be collected unless authorized by law.
An appropriation is required before funds may be expended, and expenditures are
restricted to the lesser of the amount collected or amount authorized. Program receipts
may be used to administer the program generating the receipts, implement the laws
related to the functions generating the receipts, or cover the cost of collecting the receipts.
They may not be used directly for programs other than the program that generates the
receipts. Because it is not clear that receipts generated by a credit card program can be
used for a data warehouse or vacancy factor reduction, subcommittees may wish to
consider changing the fund source to GF.

Elected Public Officers Retirement System (EPORS) Benefits:

$120.0 GF. EPORS currently has 39 members (25 retirees and 14 surviving
dependents) who are receiving benefits. Increased costs are due to mandatory benefit
increases based upon the salaries of the positions from which members retire. Another
contributing factor for this increment is the projected rise in the cost of health insurance,
which is also a member benefit.

Salary Fund Source Changes: $1,095.1 GF. The Governor’s budget
proposes using general funds to replace a portion of other funding sources that could be
used to pay for contractual wage and health benefits increases. Subcommittees should
carefully examine each of these salary adjustment fund changes. Please sce Fund Source
Changes for Salary Adjustments on page 18 for further discussion of this issue. Within
the Department of Administration, $1.1 million in GF fund changes have been included
to replace Inter-agency Receipts that are “not available” in customer agency budgets.
The largest of these fund switches are in Personnel (3472.2) and Enterprise Technology
Services ($415.9). As an alternative to these fund source changes, DOA could charge
agencies for services and let any necessary fund source changes occur in the agencies.
The latter approach would provide more information regarding agencies that are unable
to pay for DOA services using existing fund sources.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

The Governor’s 2010 capital budget contains $50 million from the Alaska Housing Capital
Corporation (AHCC) “savings account” to continue the massive undertaking of replacing
accounting (AKSAS) and payroll (AKPAY) systems. The accounting and payroll systems are
nearing the end of their useful lives and the Department is attempting to replace them while they
are still functioning. Previous appropriations for this project total $41 million. The future
anticipated GF requests from FY11 through FY15 would add another $105 million.
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Section 10 of the capital budget appropriates $11.7 miilion in Information Technology Projects to
the Governor’s Office. Two of these projects are allocated to the Department of Administration:

¢  Administration Enterprise security projects for $5 million funded through the
Information Services Fund, and

*  Administration Document Management System — Microfilm Conversion Phase 1 for
$328,000 funded by a variety of retirement system accounts and a small amount of
GF.

The Information Services Iund is capitalized by a $9.5 million GF appropriation in Section
12(c)(1) of the Governor’s bill.

The capital request presented by the Governor also includes $930.0 GF for four smaller projects.
The most significant of those GF projects is the Lease Management System that will replace the
existing systems currently used to project lease and facility costs (in service since approximately
July 2002} with one that will interface with the state accounting system. The Department’s goal
for managing statewide leases, facilities information, and budgets is to provide effective space
management cost tracking, reporting, and prOJ ections for leases and facilities.

e‘ i T
dzrect app : priattons for retzrement mclude : ,
(a)--8206,300.0. G F.for the teachers’ retirement system defined benefit plan account;
(b):: §241 600 0:GF for.the public employees” retireiment. system. defined-benefit plan
account,]

,,,,,,

Guard and Alaska Naval Militia def' ned benef £ plan accou}zt "dn‘d
(d) $1,550.0 GF for thé judicial retirement system defiried benefit plan dccount?
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All Dollars in Thousands

Department of Commerce, Community, and Economic Development

(GF Only) Change % Change | See Note:
FY09 Conference Committee {GF Only) $9,687.0
FY03 Fiscal Notes 5,310.9
CarryForward -
Special Appropriations 23,164.0
Agency Transfers {excludes fueliutility &gasling} R
09 Contractual Salary Adjustments -
08 Salary Fund Changes -
Misc Adjustments -
Vetoes - -
FY09 Revised Management Plan (GF only) $38,161.9] $28,4749 293.9%
One-time ltems removed {23,450.0)
Transfers between Agencies (nets zero statewide} -
FY10 Coniractual Salary and Health Increases 86.1
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $14,798.0] ($23,363.9) -61.2%
FY 10 Unrealizable Salary Fund Source Changes 132.9 4
FY 10 Governor's GF Increments/Decrements/Fund Changes 4,696.1
FY10 Governor's Request (GF only) $19,627.0 $4,829.0 32.6%
v Change from
' FY10 Adjusted Revised FY10
FY10 Governor's Incrc::r:::tgse,sDecrements and Fund Base Budget + £Y10 Adj Base to
. Salary Fund | Governor's FY10
Less Unrealizable Salary Fund Source Changes Changes (GF |Request (GF| Govemor's
Only) only} Request See Note:
Allocation $4,696.1
Administrative Services 1,256.2 1,258.5 23
Community and Regional Affairs 1,838.0 4,204.3 2,365.3 1
Office of Economic Development 624.8 639.8 15.0
Alternative Energy & Efficiency 340.1 7714 431.3 3
Alaska Seafood Marketing Institute 785.3 2,667.5 1,882.2 2
Change from
Revised FY10
FY10 Adjusted Adj Base to
Non-General Fund Agency Summary Base Budget + EY10 EY10
Salary Fund | Governer's | Governor's
Changes Request Request See Note:
Federal Funds (all allocations) 54,503.8 64,3%.2 9,873.4
Other funds (all allocations) 102,578.9 103,613.9 1,035.0
Total Non-General Funds {all allocations) $157,082.7] $167,991.1 $10,908.4
1
Position Changes (From FY03 Management Plan to Gov) 535 539 4
PET 521 525 4
PPT 2 2 -
Temp 12 12 -
. . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 690.0 - 690.0
Maintenance, Renovation, and Repairs 250.0 - 250.0
Remodel and Reconstruction 12,125.0 - 12,125.0
New Construction and Land Acquisition 47,525.0 56,500.0 104,025.0
Equipment and Materials - - -
Information Systems and Technology 10,565.0 - 10,565.0
Cther 4,026.4 6,630.0 10,656.4
TOTAL CAPITAL| $75,181.4 $63,130.0 $138,311.4
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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:

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

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

¢ participates in the marketing of Alaskan preducts and visitor attractions,;

e regulates banking, securities and corporations, insurance, occupations and public
utilities;

e provides services to local governments and unincorporated communities in the form
of grants and direct technical assistance; and

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

SIGNIFICANT ISSUES

The FY2010 Department of Commerce, Community, and Economic Development general fund
operating budget submitted by the Governor is $18.5 million less than the FY09 Revised
Management Plan (which excludes fuel/utility and gasline one-time funding). In FY09, the
legislature made a special appropriation of $23.0 million GF for distribution through the Power
Cost Equalization Program. This amount is included in the FY09 Management Plan but is
removed from the FY2010 base. The Governor’s net GF increase from Adjusted Base is $4.8
million, comprised of salary fund source changes and several increments described in the
numbered paragraphs below.

Power Cost Equalization (PCE). PCE was an issue in the special session when the legislature
raised the cap on subsidies for rural electric rates in response to higher fuel costs. This was
intended to be a one-year solution that would be readdressed during the 2009 session. The
Governor’s FY2010 request reflects a return to FYO8 parameters. The FY2010 funding level is
$32.8 million—down from $51.1 million in FY09. PCE is not typically addressed by
subcommittees.

Core Service Increases. The Department’s request includes several increments for “Core
Services.” According to the Department, the core services increment in the Commissioner’s
Office is primarily to record intra-agency charges, while the core services increments in various
divisions arc primarily to record inter-agency costs.

Most of the $171.0 /A Receipts increment in the Commissioner’s Office reflects indirect cost
plan charges that have been collected (but not budgeted) for years. The request is not so much an
increment as a clarification of the budget. According to the Department, the core services
increments in various divisions cover FY(09 and FY2010 increased charges (imposed by the
Departments of Administration and Law) that the Department cannot absorb. Subcommittees may

Page 73




570

Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

wish to ask the Department to provide additional detail on all the core service increments,
including where the money comes from, where it will go and what it will purchase.

Federal Program Funding for National Forest Receipts and Payment in Lieu of Taxes
(PILT), $9.9 million Federal Funding. The Department anticipates receiving and distributing
(to local governments) $6.3 million in National Forest Receipts and $3.6 million through the
PILT formula.

The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1. Community and Regional Affairs: $2.36 million GF.

Fund Change, $2 million GF. Passage of HB 111 (effective 10/1/09), reduced
business license fees to $50/year (from $100/year). The approved fiscal note for
HB111 showed replacement of lost Business License Receipts revenue with general
funds. This appropriation implements the fiscal note. In FY09, $6.26 million of
Business License and Corporation Fees was spent to support Community and
Economic Development and Operations on issuing licenses. Receipts in FY2010 are
expected to be about $4.4 million. Thus, $1.97 million GF funding will be needed to
maintain services at current levels.

Alaska Legal Services: $200.0 GF. The Department did not remove this one-time
item from the base budget for FY2010. The Department seeks to continue FY09 one-
time funding for the Alaska Legal Services Program. Legislative Finance removed
the amount from the base, and then added an increment in order to match the
Governor’s request.

Grant Administrators: $164.0 GF. Two grant administrators were added as a one-
time ttem in FY09 in response to an increasing number of grants appearing in the
budget as oil prices {and state revenue) climbed from FYO06 through FY09. The
Department is requesting these positions be continued in the FY2010 budget. The
number of grants distributed/monitored by the Department remains high and the grant
administrators are needed to provide technical assistance to recipients. The
subcommittee may wish to explore adding these positions to the base budget if the
number of grants administered by the Department remains at current levels. On the
other hand, if revenue reductions result in a significant reduction in the number of
grants appropriated, retaining the one-time designation may be appropriate.

2.  Alaska Seafood Marketing Campaign: $1,882.2 GF. The Department’s
Seafood Marketing program seeks to replace $1,500.0 in Federal grants ($500.0 in direct
federal funds and $1 million SDPR from the Alaska Fisheries Marketing Board
(AFMB)—federal funds passed through the AFMB). In addition, ASMI claims that
$378.0 of authority to receive and spend revenue from fish taxes will be uncollectible and
requests that this amount be replaced with general funds. Subcommittees may wish to
examine the reasons for declining receipts in this program and the desirability of adding
general funds to the base budget.

3. Statewide Project Development, Alternative Energy Efficiency:
$431.3 GF.
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Support for Energy Planning: $150.0 GF. This request is intended to provide the
resources necessary to fund support staff for energy planning.

AFEA Executive Director for Statewide Energy Coordination: $210.3 GF, The
AEA Executive Director/Statewide Energy Coordinator was funded in FY09 with
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CIP receipts from a statewide energy plan capital project. Because the need for this
position will not end when the statewide energy plan is completed, the agency is
requesting base funding in the FY2010 budget.

Renewable Energy Fund/Task Force: $71.0 GF. The fiscal note for HB 152
identified $71.0 as a one-time FY09 appropriation. The Department did not remove
this amount from the base budget for FY2010. Legislative Finance added an
increment in order to match the Governor’s request, but subcommittees should
consider deleting the start-up costs from the budget request.

4. Fund Changes for salary adjustments: $132.9 GF. Three fund changes
have been requested to “correct unrealizable fund sources in the salary adjustment for
bargaining units.” The Department states that additional I/A Receipts funds are not
available for programs and requests a replacement with GF. Please see Fund Source
Changes for Salary Adjustments on page 18 for further discussion of this issue.

ORGANIZATIONAL CHANGES

There are o significant organizational changes.

CAPITAL REQUEST

DCCED’s total capital budget is nearly $140 million; $63 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 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:

$17.5 million to build twe facilities at the Kodiak Launch complex; a dedicated
rocket motor storage facility and an additional launch pad.

Several information technology projects, including $565.0 appropriated directly to
the Department and $2.2 million for imaging and management systems appropriated
through the Governor’s Office.
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Department of Corrections

All Dollars in Thousands

{GF Only} Change % Change | See Note:
FY09 Conference Committee (GF Only) $210,210.0
FY09 Fiscal Notes -
CamyForward 45.0
Special Appropriations -
Agency Transfers (excludes fueliutifity &gasline) -
09 Contractual Salary Adjustments 72.0
09 Salary Fund Changes -
Misc Adjustments -
Vefoes -
FY09 Revised Management Plan (GF oniy) $211,027.0 $117.0 0.1%
QCne-time ftems removed {552.2)
Transfers between Agencies {nets zero statewide) -
FY10 Contractual Salary and Health increases 1,469.2
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $211,944.0 $917.0 0.4%
FY 10 Unrealizable Salary Fund Scurce Changes 14.9
£Y 10 Governor's GF increments/Decrements/Fund Changes 2,082.5
FY10 Governor's Request (GF only) $214,041.4 $2,097.4 1.0%
L 4
Change from
FY10 Governor's Increments, Decrements and Fund | FY10 Adjusted Revised FY10
Changes Base Budget + FY10 Adj Base to
: Salary Fund | Governor's FY10
Less Unrealizable Satary Fund Source Changes Changes (GF |Request (GF| Governor's
Only) only) Request See Note:
Allocation $2,082.5
Research and Records 208.8 478.8 180.0 3
QOut-of-State Contractual 21,485.0 21,866.1 3811 1
Wildwood Correctional Center 12,494.7 12,796.9 302.2 1
Community Residential Centers 16,827.6 17,546.8 719.2 1
Inmate Health Care 25,728.1 26,228.1 500.0 2
Change from
Revised FY10
Non-General Fund Agency Summary FY10 Adjusted Adj Base to
Base Budget + FY10 EY10
Salary Fund | Governor's | Govemor's
Changes Request Request See Note:
fFederal Funds (all allocations) 3,003.4 3,174.4 171.0 3
Other funds (all allocations) 30,233.0 31,7476 1,514.6 2
Total Non-General Funds {all allocations) $33,236.4 $34,922.0 $1,685.6
1
Position Changes {(From FY09 Management Plan to Gov) 1,516 1,516 [{]
PFT 1,513 1,513 -
PPT 3 3 -
Temp - - -
. . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total Se6 Note:
Planning and Research - - -
Maintenance, Renovation. and Repairs 25000 - 2,500.0
Remedel and Reconstruction 2,650.0 - 2,550.0
New Construction and Land Acquisition 20,000.0 - 20,000.0
Equipment and Materials 890.4 - 890.4
Information Systems and Technology 1,750.0 - 1,750.0
Other - _ . -
TOTAL CAPITAL $27.690.4 $0.0 $27,690.4
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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;
s provides reformative programs; and

¢ provides supervised re-entry.

SIGNIFICANT ISSUES

The FY2010 Department of Corrections general fund operating budget as submitted by the
Govemor 1s $3,014.4 above the FY09 Revised Management Plan (which excludes fuel/utility &
gasline one-time funding of $1,760.0). The Governor’s net GF change from Adjusted Base is
$2,097.4.

The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1. Prison population has declined recently; however, population increases during the
past few years have continued to drive departmental costs upward. The state prisoner
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 several increments;

Legtsl%tlge FtscalA“_;_lyst Comm entaSubcommtt e members may. wis
ih unprecedented decrease (rou ghly 3%):in the'Department’s in:and out. .
pr int f(fram December 2007 to present) Yand. wha impact. ‘these latest. tatistics

havélon costsi

e Community Residential Centers {CRC): $719.2 GF. Funding is requested for 43
additional regular beds to assist in managing the in-state offender population. In
FY2008, the DOC contracted for 710 CRC beds (602 regular beds and 108 per-diem
beds) of which approximately 50% of the per-diem beds were funded. DOC used
93% of available funding. In FY2009, DOC received funding for 710 CRC beds but
was able to contract for 733 (625 regular beds and 108 per-diem beds) of which
approximately 70% of the per-diem beds are funded.

+ Increased contractual costs for Arizoma: $381.1 GF. The Department is
requesting funding for a $1.23/bed/day contract rate increase at the Red Rock
Arizona facility that houses Alaska’s overflow prisoners. As of October 31, 2008,
out-of-state institutional capacity was at 98% (882 of 900 beds filled) with no
expectation of a decline in offender population. The DOC anticipates continuing to
place prisoners in the contract facility throughout the next fiscal year.

e  Wildwood Correctional Center: $302.2 GF. In FY(9, the Department received a
one-time increment of $302.2 to convert two existing buildings in order to house §0
prisoners. The housing units are scheduled to become available in late FY0S. The
Department also received $1.1 million to cover % of FY09 operating costs of the new
housing units. The $1.1 million remains in the FY2010 base, and an increment for
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$353.3 (for !4 year operating costs) was expected, Instead, the Department request
retains the $302.2 one-time funding and adds it to the base budget. The DOC intends
to manage the new units at the requested funding level.

Goose Creek Correctional Center: $218.6 GF Transfer. The Department is
transferring two positions from the Prison System Expansion component to the new
Goose Creek Correctional Center component that is expected to open in FY2012. In
anticipation of future staffing needs, the Training Academy has established an annual
schedule consistent to meet the needs of the new prison that will be located at Point
MacKenzie.

2. Inmate Health Care cost increases are primarily due to increased costs for
medical services and are associated with the degree of care that is being required for
chronic conditions (i.e. dialysis, cardiac, oncology, geriatrics, diabetes, etc). The
Department is requesting the following increments to address rising costs and expansion
of services:
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Substance Abuse Treatment Programs: $500.0 GF. This request provides funding
for a second year of expansion of the institutional out-patient treatment programs.
This increment would implement two institutional out-patient treatment programs at
Anchorage Correctional Complex and Anvil Mountain Correctional Center. In
FY09, the Department received $801.0 GF to implement five intensive outpatient
treatment programs at Spring Creek Correctional Center, Palmer Correctional Center,
Fairbanks Correctional Center, Yukon-Kuskokwim Correctional Center, Lemon
Creek Correctional Center, and the Anchorage Community Residential- Treatment
Centers.

Mental Health Services: $444.8 PFD} Criminal. Additional funding is requested to
support the increase in Mental Health Trust beneficiaries committed to the custody of
the Department. Of the 38,000 bookings processed annually by DOC, 14,000 have a
mental health diagnosis. In FY09, the legislature approved a $246.0 increment
($123.0 GF/$123.0 MHTAAR) for this purpose.

Sex Offender Treatment: $200.0 PFD Criminal. This increment is requested to
establish an institutional sex offender treatment program within the Wildwood
Correctional Center. The sex offender treatment program will enhance community
safety by providing more offenders with intensive, offense-specific assessment and
treatment prior to release.

Legtslatwe F 1scal Analyst Comment As part of the new management strategy of | the
ni o, the agency 'is worlang to restore or:: expand many - oﬁender
rd) ' '{S'ubcommzttees may’ ish to znqu:re about the effectiveness
Iof thiése programs on(readmsm!

Criminal Sentencing and Polygraphing: $485.3 PFD Criminal. This request is
the third vear of funding associated with the passage of legislation relating to periodic
polygraph testing and treatment of all sex offenders on probation or parcle [Ch 14
SLAQO6 (SB 218)]. Previous appropriations for these activities total $786.8 GF in
FY08 and $752.5 GF in FY09.

Legzslatwe Fiscal Analyst Comment: - The amount of PED Crininal Sunds ava:lablei
b}faak wzth $7.1 amount of the Permanent Fund dzvxdend “and. the number ‘of felons
incarcerated: Recent invéstment losses are likely fo redice PFDs.in the future Witha




375

Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

COrEe: €; ninal- funds avazlablewi’?ze likely‘result is fitiire
Ereqrf,tests toireplace PED Criminal funds. wrth general funds

3. Administration and Support has requested the following two increments:

¢ Research and Records: $180.0 GF. This increment replaces one-time funding in
the Department’s FY09 budget for a File Imaging Program in order to manage the
increasing number of criminal records. According to the Department, continued
funding is necessary to fully implement the program as well as maintain files as
imaged records rather than as hard-copies.

s Information Technology MIS: $183.9 Federal Receipts. The Department is
requesting authority to receive one-time funding for the second year of the Statewide
Automated Victim Information and Notification (SAVIN) grant through the United
States Department of Justice/Bureau of Justice Assistance (BJA). The Department
will use the grant to enhance Alaska’s existing automated victim notification system
(VINES) which provides self-registered victims with information regarding the
custody status of a given offender. DOC received the first year of funding ($122.6 in
FY09) through RPL #20-9-0010.

The Department will use their existing GF operating appropriation to fund their
matching portion (50%) of this grant as required by the BJA.

ORGANIZATIONAL CHANGES

The Depariment has moved the Correctional Academy and Prison System Expansion allocations
from Administration and Support to the Population Management Appropriation. The Substance
Abuse Treatment and Sex Offender Programs have been relocated from Offender Habilitation /
Population Management to the Inmate Health Care Appropriation.

CAPITAL REQUEST

The Agency’s $27.7 million capital budget is primarily comprised of a $20 million dollar
appropriation for the Goose Creek Correctional Center scheduled to begin construction in
calendar year 2009, With the recent collapse of financial markets, the cost of selling bonds for
this project has increased significantly. The Department of Corrections has responded by cutting
back elements of construction where possible, however, the gap between the revised construction
budget and the bond sale is still short by approximately $20 million. This request to support the
construction and occupancy of the new prison utilizes Alaska Housing Capital Corporation
(AHCC) Receipts.

Legtslatw Fis calfAnalyst CommenttLeglslanve Finance classgf es- the AIaska,,Houszng Capztal
Sorporation: Savmgstaccount as general funds.” The’ Governor. classzf es: the"accorit as " other.
fuﬁds.rm

Some of the Department’s other large capital projects include:
* Annual Facilities Maintenance and Repairs: $2.5 million GF

» Combined Hiland Mountain Correctional Center Lead Abatement and Buffer Fence:
$2.0 miflion GF

e Medical Information System: $1.5 million PFD Criminal
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All Dollars in Thousands

Department of Education & Early Development

{GF Only) Change % Change | See Note:

FY09 Conference Committee (GF Only) $53,476.4
FY09 Fiscal Notes 700.2
CarryForward -

Special Appropriations -

Agency Transfers {excludes fuel/utility &gasfing) -

08 Contractual Selary Adjustments 5.2

09 Salary Fund Changes -

Misc Adjustments 1,003,292.8 1
Veloes : -

FY09 Revised Management Plan (GF only} $1,057,474.6] $1,003,998.2 1877.5%
One-time ftems removed {1,003,322.8) 1
Transfers belween Agencies (nets zera statewide) -

FY10 Confractual Salary and Health Increases 404.2
Misc Adjustments 1,052,562.3 1
FY10 Adjusted Base Budget (GF only) $1,107,118.3 $49,643.7 4.7%
FY 10 Unrealizable Salary Fund Source Changes 174.8
FY 10 Governor's GF Increments/Decrements/Fund Changes 1,111.4
FY10 Governor's Request (GF only) $1,108,404.5 $1,286.2 0.1%
4
Change from
FY10 Governor's Increments, Decrements and Fund [ FY10 Adjusted Revised FY10
Changes Base Budget + FY10 Adj Base to
Less Unrealizable Salary Fund Source Changes Salary Fund | Govemor's FY10
Changes {(GF | Request (GF | Governor's
Cnly) only) Request See Note:
Allocation $1,111.4
Foundation Program 992,268.5 994,268.5 2,000.0 2
Boarding Home Grants 1,340.8 1,690.8 350.0 8
Special Schools 31328 3,127.5 (5.3)
School Performance Incentive Program 4,800.0 - (4,800.0) 11
Alaska Challenge Youth Academy 6,243.9 6,429.1 185.2 3
Executive Administration 1,307.7 2,131.9 824.2 4
School Finance & Facilities 1,512.8 1.732.7 219.9 10
Student and School Achievement 8,033.4 8,583.4 550.0 6
Early Learning Coordination 6,999.7 7,799.7 800.0 5
Professional Teaching Practices Commission 229 275.0 252.1 9
EED State Facilities Rent 1,835.2 2,045.8 2106
WWAM! Medical Education 2,130.1 2,654.8 5247 7
Change from
Revised FY 10,
Non-General Fund Agency Summary FY10 Adjusted Ad] Base to
Base Budget + FY10 FY10
Salary Fund Governor's | Governor's
Changes Request Request See Note:
Federal Funds (all allocations) 214,572.0 214,958.5 386.5
Other funds (all allocations} 36,605.3 35,180.2 {1,415.1)
Total Non-General Funds {all allocations) $251,177.3 $250,148.7 ($1,028.6)]
|

Position Changes {From FY09 Management Plan to Gov} 347 347 0
PFT 332 332 -

PPT 15 15 -
Temp - - -
. . State Funds Federal
Governor's Capital Request {GF + Other) Funds Total See Note:
T’Ianning and ﬁesearch - - -
Maintenance, Renovation, and Repairs 31,753.3 - 31,753.3
Remodel and Reconstruction 10,760.8 - 10,760.8
New Construction and Land Acquisition - - -
Equipment and Materials - B
Informaticn Systems and Technology - - -
Other - - -
TOTAL CAPITAL $42514.1 $0.0 $42,514.1
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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 1s
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:

s 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;

e 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 achievernent; 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 Comuinission) and is responsible for Mt. Edgecumbe Boarding School, EED State
Facilities Maintenance, and Alaska Library and Museums.

SIGNIFICANT ISSUES

The FY2010 Department of Education and Early Development general fund operating budget as
submitted by the Governor is $50,929.9 above the FY09 Revised Management Plan (which
excludes fuel/utility & gasline one-time funding of $167.8). The Govemor’s net GF change from
Adjusted Base is $1,286.2.

The following notes 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 Governor’s general fund request of $994.3 million for the
foundation program is $49.5 million more than the FY0% Management Plan.

Last year the Governor presented a three-year education plan that closely fellowed the
legislative Education Task Force recommendations. The legislature approved HB 273
(Ch. 9, SLA 2008) with fiscal notes that provided for GF appropriations to capitalize the
Public Education Fund for increases to the Foundation Program and Pupil Transportation.
On the basis of this legislation, the Base Student Allocation (BSA) will increase
$100/student/year for FY09, FY2010, and FY2011. There are also approximately 2,000
intensive-needs students in Alaska who experience health conditions and disabilities
requiring daily monitoring and assistance with their school day activities. The second
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year of a three-year phase-in with significantly higher payments to school districts to
educate and care for these students is also included in the Governor’s request.

Section 18(w) of the Governor’s operating budget bill appropriates $1.062 billion from
the general fund to the Public Education Fund for FY2010. This amount is $9.5 million
more than required to fund K-12 education in FY2010, but is $50 million less than
required to fund education in FY2011.

The concept of forward funding is that the amount appropriated in a given year will be
the amount required in the following year. In this regard, the Governor’s budget is $50
million short of forward funding K-12 education. However, the Public Education Fund
target balance is 3% above the anticipated cost of K-12 in the following year. By using
the “cushion” in the fund, the Govemnor’s budget is only about $1 million short of
funding anticipated FY2011 K-12 needs.

Pre-Kindergarten Pilot Program: $2,000.0 GF. Initial program
implementation funds are included for an “Age 4 Pre-Kindergarten Pilot Program”.
According to the Department, this new preschool program would provide 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
would be funded through a competitive grant process. It is anticipated that the preschools
would serve 500 children statewide.

Alaska Challenge Youth Academy (ACYA): $185.2 GF. The academy
is operated by the Department of Military and Veterans Affairs and is funded through a
Reimbursable Services Agreement with DEED in accordance with AS 14.30.740. With
this increment, the total general fund budget for the ACYA will be $6,429.1.

Executlve Administration: $824.2 GF. The Executive Administration
allocation includes a request for additional funds ($600.0 GF) aimed at district
improvement support services. According to the Department, specialist contracts in the
amount of $600.0 are needed to meet the mandate in legislation passed last session
(SB285-—Ch. 70, SLA2008) which provides for DEED to work toward district
improvement in the areas of math, science, arts, IT, culture, and social studies. A second
increment ($224.2 GF) funds implementation of school improvement plans and district
interventions on a statewide basis.

Early Learning Coordination: $800.0 GF. An increase of $800.0 GF for
Head Start Grants would serve approximately 60-80 additional children. Approximately
1,000 Alaska children remain on wait lists for this program. The legislature increased
funding for Head Start by $600.0 in FY09. With approval of this FY2010 increment,
overall funding for Head Start grants would be $7,393.3 (GF $7,353.3/Fed $40.0). '
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6.

Student and School Achievement: $550.0 GF. General Fund increments
in this area are divided into three requests:

(a) $250.0 for the Alaska Comprehensive System of Statewide Assessments
Contractual Increase based on cwrrent contract change order costs plus a 4%
annual anticipated increase;

(b) $150.0 (GF/MH) for the GF match portion of the Mental Health Trust
Authority’s recommendation for an Autism Resource Center. This on-going
project to provide education, consultation, and support to families plus resources
for mental health community members is managed by DEED through a contract
with the Special Education Service Agency. An additional increment of $200.0
Mental Health Trust Authority Authorized Receipts (MHTAAR) provides Trust
Authority funding; and

(c} $150.0 GF/MH funds for the Governor’s Council for Rural Secondary
Transition—a project managed by DEED to identify the skills of rural residents
and seeks to team those residents with youth and communities in transition
planning and service delivery. This FY2010 request continues the momentum of
the project from FY09 which is currently funded with $50.0 MHTAAR plus
$50.0 GF/MH.

WWAMI Medical Education: $524.7 GF. In the spring of 2007, the
Alaska WWAMI program expanded class size to 20 incoming students per year. This
increment is required under Alaska’s contract with the University of Washington School
of Medicine (UWSM). The basis for the funding structure is determined by the
partnership contract between the UWSM, the University of Alaska, and the State of
Alaska. Students attend the first year of training at the University of Alaska, Anchorage
campus, before continuing training at 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 administration and community clinical unit costs run about
$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.

Boarding Home Grants: $350.0 GF. In accordance with regulation, Galena
City School District is requesting an increase in funding for an additional 55 beds (from
120 to 175 students) for the Galena Boarding Home Residential Program. The capacity
increase is due to continued growth of the program and increased dormitory capacity.

Professional Teaching Practices Commission: $252.1 GF. The
Governor’s FY2010 budget includes a funding switch from Receipt Supported Services
to GF in the amount of $252.1. For the most part, in the past the Professional Teaching
Practices Commission (PTPC) has received their revenue from receipts collected through
Teacher Certification fees. The fees collected from Teacher Certification services also
support the Teacher Certification allocation. For FY2010, the Department has
determined that in order to remain self-supporting, the Teacher Certification program no
longer has the ability to distribute a portion of their receipts to the PTPC, which has
resulted in the increment request. There is neither a plan to increase Teacher
Certification fees, nor are additional applications expected.
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10. School Finance & Facilities: $219.9 GF. General Fund increments in this
area are divided into three requests:

(a) $24.7 for the FY2010 School Bus Transportation contract, which increased due to
negotiated CPI adjustments; '

(b)y $45.2 for school bus driver training program increases; and

(¢) $150.0 to provide additional auditors for intensive students. The Department states
that these funds will allow for contracts for auditors to review new claims regarding
intensive students. Currently new claims are backlogged as staff focus on federal
programs and current claims. These contracts would take place regionally in Juneau,
Anchorage and Fairbanks.

11. School Performance Incentive Program: ($4,800.0) GF: Decrement
to remove funding for the School Performance Incentive Program, which was initially
authorized as a three-year program (FY07 — FY(09) and which will sunset at the
completion of the FY09 incentive award distributions.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

In addition to school district major maintenance grants totaling over $40 million, the Department
of Education and Early Development’s FY2010 capital budget includes $2 million GF for
continued work on deferred maintenance and construction projects from the Mt. Edgecumbe High
Schoot six-year plan. Specific projects are determined by an annual review including verification
that the school is performing maintenance and operation tasks in accordance with the
requirements of AS 14.11.011.
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Department of Environmental Conservation
Al Dollars in Thousands

582

{GF Only) Change % Change | See Note:
FY09 Conference Committee (GF Only) $18,888.7|
FY09 Fiscal Notes . -
CarryForward -
Special Appropriations -
Agency Transfers (excludes fuel/utility &gasline) -
09 Contractual Salary Adjustments 27
09 Salary Fund Changes -
Misc Adjustments -
Vetoes -
FY09 Revised Management Plan (GF only) $18,891.4 $2.7 0.0%
One-time ltems removed {184.0)
Transfers hetween Agencies {nels zero statewide) -
FY10 Contractual Salary and Health Increases 185.7
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $18,893.1 $1.7 0.0%
FY 10 Unrealizable Salary Fund Source Changes 63.4
FY 10 Governor's GF Increments/Decrements/Fund Changes 184.0
FY10 Governor's Request (GF only) $19,140.5 $247.4 1.3%
v
, FY10 Adjusted Change from
FY10 Governor's Increments, Decrements and Fund | .0 Budget + FY10 Revised FY10
Changes Salary Fund | Governor's | AdjBaseto
Less Unrealizable Salary Fund Source Changes Changes (GF |Reguest (GF|FY10 Governor's{
Only) anly) Request See Note:
Allocation $184.0
[Air Quatity 1,440.3 1,624.3 184.0 1
Change from
FY10 Adjusted Revised FY10
Non-General Fund Agency Summary Base Budget+|  FY10 Adj Base to
Salary Fund | Governor's |FY10 Governor's|
Changes Request Request See Note:
Federal Funds (all aliocations) 21,497.6 21,497.6 -
Other funds (all allocations} 33,407.5 33,496.9 89.4 2,3
Total Non-General Funds {alf allocations) $54,905.1 $54,094.5 $89.4
{
Position Changes {From FY09 Management Plan to Gov) 537 538 1 2
PFT 531 532 1
PPT 1 1 -
Temp 5 5 -
. State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 44746 87?.7 5,352.2
Maintenance, Renovation, and Repairs 5,000.0 - 5.000.0
Remode! and Reconstruction . - - -
New Construction and Land Acquisition 58,256.4 51,247.4 109,503.8
Equipment and Materials 7500 - 750.0
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $68,481.0 $52,125.0 $120,606.0
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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:

e develop and enforce standards for protection of the environment;

* 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 FY2010 Department of Environmental Conservation general fund operating budget
submitted by the Governor is $249.1 GF above the FY09 Revised Management Plan (which
excludes fuel/utility and gasline one-time funding of $111.0). The Governor’s net GF change
from Adjusted Base is $247.4, comprised of salary fund source changes and one GF increment in
Air Quality.

The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1.

Climate Change Sub-Cabinet Activity: $184.0 GF. The Department
anticipates that during 2009 and 2010, The Alaska Sub-Cabinet on Climate Change will
provide climate change mitigation and adaptation recommendations to the Governor.
These recommendations will require coordination between the public and private sectors,
between state agencies, and within the Department of Environmental Conservation. The
2008 Legislature added a one-time $184.0 GF increment associated with the Climate
Impact Work Group (as part of the Alaska Climate Change Sub-Cabinet established by
Administrative Order #238). The Sub-Cabinet’s work is not yet done, and the
Department requests funds in Air Quality for its completion. Currently, over one hundred
Alaskans are serving on various advisory and technical committees providing
recommendations to the Sub-Cabinet. The draft strategy is scheduled to be available in
late 2009 for public comment before submission to the Govemor for approval. The
requested funding would pay for contractual costs for preparing final recommendations,
public meeting participation costs, advisor travel costs, and a small amount for
commodities and personal services. The subcommittee may wish to consider classifying
the increment as a one-time item.

Oversight of Activities Associated with Increased Mining Activity:

$145.0 Inter-Agency Receipts. Because mining activities have increased during
the last few years, the Division of Water requests funding to provide additional oversight
by adding one permanent, full-time Environmental Engineer position (as well as funding
for part-time positions) to work with federal agencies to complete a viable and protective
mine permitting framework. The receipts come from existing Department of Natural
Resources funds within the Large Project Permitting allocation, Resource Development
appropriation. :

Continuation of Ocean Ranger Program: $4.0 million Ocean

Ranger Funds. The 2008 Legislature approved $4.0 million and implemented a
new FY09 fund source code to track expenditures for the Ocean Ranger program and
other oversight measures as called for by a ballot initiative passed in August 2006. The
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FY2010 Governor’s request continues funding for this program. During the 2008 cruise
ship season, the Department implemented a full Ocean Ranger program on large cruise
ships. Ccean Rangers rode approximately 89% of voyages while a ship was in Alaskan
waters. The other vessel voyages were covered using in-port inspections. The $4.0
million annual cost of the program equals the Department’s estimate of fees that will be
collected from a $4 per berth tax imposed to provide funds for the State to hire or retain
Coast Guard licensed marine engineers (Ocean Rangers) to observe health, safety, and
wastewater treatment and discharge operations.

ORGANIZATIONAL CHANGES

There are no significant changes requested.
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Department of Fish and Game

All Dollars in Thousands

(GF Only) Change % Change | See Nofe:
FY09 Conference Committee (GF Only) $54,916.9
FY09 Fiscal Noles 59.8
CamyForward -
Special Appropriations N
Agency Transfers {excludes fuel/utility &gasline) 2,899.9
08 Confractual Salary Adjustments 1.4
09 Salary Fund Changes -
Misc Adjustments -
Veloes -
FY09 Revised Management Plan (GF only) $57,878.0] $2.961.1 5.4%
One-time ftems removed (2,306.7)
Transfers between Agencies (nets zero statewide) -
FY10 Contractual Salary and Health Increases 642.8
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $56,214.1 ($1,663.9) -2.9%
FY 10 Unrealizable Salary Fund Source Changes 7086 5
FY 10 Governor's GF Increments/Decrements/Fund Changes 1,803.7
FY10 Governor's Request (GF only) $58,726.4 $2,512.3 4.5%
A 4
Change from
FY10 Governor's Increments, Decrements and Fund | FY10 Adjusted Revised FY10|
Changes Base Budget + FY10 Adj Base to
: Satary Fund | Governor's FY10
Less Unrealizable Salary Fund Source Changes Changes (GF |Request (GF| Governor's
Only) only) Request See Note:
Allocation $1,803.7
AYX Region Fisheries Mgmt. 5.421.2 5,501.2 80.0 3
Westward Region Fisheries Mgm1. 6.692.4 7.486.1 793.7 2
Wildlife Conservation Spectal Projects 912 9 1,842.9 930.0 1
Change from
Revised FY10
Non-General Fund Agency Summary FY10 Adjusted Ad] Base to
Base Budget + FY10 FY10
Salary Fund | Governor's | Governor's
Changes Request Request See Note:
Federal Funds (all allocations) 55,114.5 54,612.5 (502.0)
QOther funds (all allocations) 67,1811 66,920.1 (261.0) 4
Total Non-General Funds (all allocations) $122,285.6| $121,532.6 ($763.0)
|
Position Changes (From FY09 Management Plan to Gov) 1,739 1,739 0
PFT 910 910 -
PPT 767 767 -
Temp 62 62 -
. State Funds | Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 2,455.0 22,000.0 24,455.0
Maintenance, Renovation, and Repairs 1,850.0 - 1,850.0
Remodel and Reconstruction - - -
New Construction and Land Acquisition 775.0 2,325.0 3,100.0
Equipment and Materialg - - -
Information Systems and Technology 763.0 - 763.0
Other 750.0 - 750.0
TOTAL CAPITAL $6,593.0 $24,225.0 $30,918.0
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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: i

» Provide opportunity to utilize fish and wildlife resources;

e Ensure sustainable and harvestable surplus of fish and wildlife resources;

# Provide information to all customers;

e Invelve the public in management of fish and wildlife resources; and

»  Protect the state's sovereignty to manage fish and wildlife resources.

Goals: _

e  Optimize habitats and economic benefits from fish and wildlife resources;

e  Optimize public participation in fish and wildlife pursuits; and

s Increase public knowledge and confidence about management of fish and wildlife.
SIGNIFICANT ISSUES

The FY2010 Department of Fish & Game general fund operating budget submitted by the
Governor is $848.4 above the FY09 Revised Management Plan (which excludes fuel/utility and
gasline one-time funding of $227.8). The Governor’s net GF change from Adjusted Base is
$2,512.3 comprised of salary fund source changes and a limited number of increments described
in the numbered paragraphs below.

The Department of Fish and Game’s request for FY2010 does not indicate any significant policy
changes. The following are noteworthy items reflected in the budget request:

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 eventually 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 general
funds. However, it should be noted that the CFRLF will receive no less than $10 million in direct
payments from assignments of Exxon Valdez Oil Spill (EVOS) settlements in FY2011,
Subcommittees may wish to examine use of Commercial Fisheries Entry Commission receipts as
well.

Federal Funding Issues. For the past four fiscal years, the Department has budgeted federal
receipts in excess of actual revenue by an average of $10.7 million per year. The Department
states it is making efforts to reduce surplus federal authority for FY2010. The Governor’s budget
contains decrements that cut surplus federal funding authority by $572.0. Subcommittees may
wish to request the Department to further reduce surplus federal authority.
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The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1.

Wildlife Conservation (W.C.) Special Projects: $930.0 GF. In Fyo9,
the legislature made a one-time appropriation of $1,180.0 GF for Pinniped Research
(stellar sea lion, harbor seal, ice seals). The Department now requests that a portion of
this funding be continued in FY2010. The ADF&G marine mammal program hopes to
continue the research and data collection project, which the Department states has
provided critical information on commercial fisheries, predation, oil and gas activities,
and environmental variability as well as marine mammal populations protected under the
Endangered Species Act (ESA).

Commercial Fisheries, Westward Region Fisheries Mgmt.: $793.7

GF. This general fund increment replaces a portion of a $1,043.7 one-time amount
added in FY09 to support the Bering Sea crab research program. The Department states
this funding is needed so the division can continue to provide supervision and perform
data collection and analyses needed for abundance-based management of commercial
king and Tanner crab stocks throughout the Bering Sea and Aleutian [slands area.

Commercial Fisheries, AYK Region Fisheries: Mgmt.: $80.0 GF.

The Department is requesting GF to replace lost federal receipts that had been part of the
funding for two subsistence programs in the AYK Region through the Office of
Subsistence Management.

Increased Specific Capital Receipt Authority from Pacific Coastal
Salmon Recovery Fund (PCSRF) Program to fund CIP Position

Costs in Commercial Fisheries Special Projects: 600.0 CIP. The
Division of Commercial Fisheries has additional PCSRF projects that will be funded in
the FY'10 budget which will require an additional $600.0 of CIP receipt authority to fund
positions in the Special Projects Component.

Fund Source Changes. The Department is seeking $708.6 GF as fund source
changes for Salary Adjustments. Subcommittees may wish to examine these fund source
changes carefully to ensure that the funds being replaced with general funds are truly
unavailable. Please see Fund Source Changes for Salary Adjustments on page 18 for
further discussion of this issue,

ORGANIZATIONAL CHANGES

The Office of Habitat Management and Permitting (OHMP) of the Alaska Department of Natural
Resources became the Division of Habitat, a part of the Alaska Department of Fish and Game,
effective July 1, 2008, as a result of Executive Order 114. As part of this reorganization, special
area planning, permitting functions, and staff, became part of the Division of Habitat, and offices
have physically relocated.

CAPITAL REQUEST

The Department of Fish and Game’s capital budget is primarily comprised of the following larger
projects:
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s Pacific Coastal Salmon Recovery Fund: $22.0 million Federal Receipts. Federal
fiscal year 2009 (FFY09) appropriations legislation contains funding for the Pacific
Coastal Salmon Recovery Fund (PCSRF). The Alaska portion of the federal
appropriation is estimated to be up to $22.0 million. Funding comes to the state
through a Memorandum of Understanding with the U.S. Department of Commerce
designating the Alaska Department of Fish and Game as the program manager. This
program secks to maintain salmon populations for sustainability.

e Genetic Analysis: $1.5 million GF. This project proposes to continue the use of
genetic stock identification to identify the stock composition of western Alaska chum
and sockeye salmon fisheries. Upon completion, ADF&G and the stakeholders will
have unprecedented information on the numbers and distribution in space and time of
the various stocks of AYK {Alaska Yukon Kuskokwim) salmon to atlow improved
estimation of productivity and fishery impacts on a stock-specific basis.

¢ Hazardous Site Cleanup: $750.0 GFE. The Department of Fish and Game has
identified several sites across the state that have known, or suspected, hazardous
substances contained at the location. This project provides funds to contract for
hazardous substances/contamination site assessments and cleanup designs, and
(pending funding) follow up with the actual site cleanup contracts. The funds would
be allocated approximately as follows: Glennallen $250,000, Kodiak $250,000, and
other smaller ADF&G facilities across the state $250,000,

¢ Annual Maintenance and Repair: $1.1 million GF. This request provides for
repair, maintenance and renovation of department facilities statewide and vessel and
aircraft repair and maintenance. This is an annual ongoing request.

e Wildlife Conservation Response Team: $750.0 GF. This project adds teams of
trained wildlife technicians to take responsibility for the public education, proactive
enforcement, and incidence responses regarding the increased interactions with
wildlife in populated areas of the state. A Wildlife Conservation Response Team will
be piloted for Anchorage, Kenai/Soldotna, Palmer, and Southeast communities
beginning during the spring of 2010. The goal of the team is to save wildlife and
work with the public to reduce inappropriate behaviors and practices that serve to
entice wildlife into populated areas.

e Sport Fish Recreational Access: $3.1 million ($2.3 million federal funds &
$775.0 Fish/Game Funds). 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. Projects include: boat launches, mooring floats, parking lots, restrooms, fish
cleaning facilities, and other services for recreational boaters.

The remainder of ADF&G's request is in seven projects totaling $791.0 in the areas of software
development, salmon assessment, and interagency cooperation resources.
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Office of the Governor
All Dollars in Thousands

(GF Only) Change % Change | See Noteo:

FY09 Conference Committee {GF Only) $73,805.1
FY(9 Fiscal Notes 92.3
CarryForward 2,769.8
Special Appropriations 10.0
Agency Transfers (excludes fuel/utility &gasline}

08 Contractual Sglary Adjustments -
08 Salary Fund Changes -
Misc Adjustments -
Vetoes (5.0}

FY09 Revised Management Plan {(GF only) $76,672.2 $2,867.1 3.9%
One-time ltems removed {57,083.5) 2,4
Transfers between Agencies (nets zero statewide) -

FY10 Contractual Salary and Health Increases 416.6
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $20,005.3] (556,666.9) -73.9%
FY 10 Unrealizable Salary Fund Source Changes 3.7
FY 10 Governor's GF Increments/Decrements/Fund Changes 27,7426
FY10 Governor's Request (GF only) $47,751.6] $27,746.3 138.7%|
v
Change from
FY10 Governor's Increments, Decrements and Fund | FY10 Adjusted Revised FY10
Changes Base Budget + FY10 Adj Base to
Less Unrealizable Salary Fund Source Changes Salary Fund [ Governor's Fy1o
Changes (GF |Request {GF| Governor's
Only) only) Request | See Note:
Allocation $27,742.6{
Human Rights Commission 1,7435 1,918.8 175.0 1
Redistricting Planning Commission - 1,000.0 1,000.0 3
Executive Office 9,745.3 11,091.6 1,346.3 1
Goverrors House 378.9 478.9 100.0 1
Contingency Fund 710.0 800.0 90.0 1
Lieutenant Governor 1,001.0 1,201.0 200.0 1
Facilities Rent 422.9 526.2 103.3 1
Leasing 447.2 532.6 85.4 1
Office of Management and Budget 2,333.5 2,560.0 226.5 1
Elections 3,226.7 3,642.8 416.1 1
Branch-wide Fuel - 24,000.0 24,000.0 2
Change from
Revised FY10
Non-General Fund Agency Summary FY10 Adjusted Ad Base to
Base Budget + FY10 FY10
Salary Fund | Governor's | Governor's
Changes Request Request See Note:

Federal Funds (alt allocations) 187.6 187.6 -

Other funds {all allocations) 964.4 692.5 {271.9)

Total Non-General Funds (all allocations) $1,152.0 $880.1 ($271.9)|

T 1
{Position Changes (From FY09 Management Plan to Gov) 208 183 (22)

PFT 160 160 -

PPT - - -

Temp 45 23 (22) 4

. . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:

Planning and Research - - -

Maintenance, Renovation, and Repairs - - -

Remodel and Reconstruction - - -

New Construction and Land Acquisition - - -

Equipment and Materials - - -

Information Systems and Technology 11,320.9 864.3 12,185.2

Cther - - -

TOTAL CAPITAL $11.,320.9 $864.3 $12,185.2
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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.

SIGNIFICANT ISSUES

The Governor’s Office request for FY2010 reveals no significant changes in policy.

The practices of placing branch-wide appropriations (fuel costs and gasline development) in the
Governor’s Office and removing one-time items from the base budget make year-to-year budget
comparisons difficult. Note that the FY09 budget of $76.7 million includes $57 million that is not
carried into the FY2010 base budget. The result is that comparing the FY2010 request with the
FY09 budget shows a decrease of $19 million, while comparing the request with the adjusted
base shows an increase of $27.7 million. A more meaningful comparison focuses only on the
FY2010 base increments; these include $2.7 million for various purposes (see the discussion of
carryforward below) and $1 million for redistricting.

The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1. Use of Carryforward from FY08. The Governor’s Office has been permitted
to carry forward unexpended operating approprations for several years. Over $2.7
million of Govemor’s Office general funds was carried forward into FY09. The
Governor’s Executive Contingency Fund is the allocation that has been used in recent
years to record the annual carryforward appropriation, which has historically been used
by the Governor’s Office for operational and unanticipated expenditures. Carryforward is
considered to be a one-time item and is backed-out of the budget each year.

Last year, legislative leadership suggested that the annual carryforward appropriation
should be eliminated and that the FY2010 Govemor’s Office budget should reflect
appropriate funding levels in all allocations. The Govemnor’s budget request shows FY09
Executive Contingency funds ($2.7 million) being carried forward into FY2010 and then
transferred to various allocations within the Office of the Governor as follows:

Human Rights Commission $175.0
Executive Office 1,346.3
Governors House 100.0
Contingency Fund 90.0
Lieutenant Governor 200.0
Facilities Rent : 103.3 }
Leasing 85.4
Office of Management and Budget 226.5
Elections 416.1

Because the carryforward appropriation lapses at the end of FY09, the $2.7 million is not
available for carryforward or transfer in FY2010. Legislative Finance replaced the
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Governor’s transfers with increments in order to match the amounts appearing in the
Governor’s request. Subcommittees may wish to ask the Governor’s Office to provide
information regarding the purpose of each amount in the table above.

Special Fuel/Utility Cost Adjustment: $24 million GF contingency

funding. Section 13 of the Governor’s operating budget bill appropriates up to $24
million (depending on the price of crude oil) to be distributed to agencies to cover
increased fuel costs in FY2010.

An FY09 appropriation of $44 million for increased fuel costs was distributed to agencies.
The transfers were considered one-time items and were removed from agencies’ FY2010
base budgets. The practice of including one-time branch-wide fuel appropriations in the
Governor’s Office budget inflates the apparent growth in the Governor’s Office budget by
$24 million; money appropriated via the fuel trigger will be spent by other agencies.
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Redistricting Planning Committee: $1,000.0 GF. Chapter 4, SLA 1999
{(now AS 15.10.300) established a Redistricting Planning Committee to make advance
preparations for the Redistricting Board, which convenes in September of 2010. The
Committee may obtain office space, staff and equipment, and procure a computerized
system of data and maps for use by the Redistricting Board. This request kicks off the
planning process for redistricting per the 2010 census.

Elections: $3,670.8 GF Reduction. The entire amount of the FY(9 increment
for general elections has been removed from the FY2010 budget. The reduction includes
29 temporary employees.

R
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CAPITAL REQUEST

The Governor’s Office capital budget contains several Information Technology projects that are
to be allocated to various agencies. These projects arc discussed in the reviews of the various
agencies. The Governor’s Office has no capital projects that apply to that Office.

ORGANIZATIONAL CHANGES

There are no structural changes, but several allocations no longer have funding. These include:

s the Statehood Celebration Commission,
s Arctic Wildlife Refuge, and

+ Alaska Resources Marketing and Development.

In addition, $200.0 GF for the State Energy Coordinator has been moved to the Alaska Energy
Authority.
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Department of Health and Social Services

All Dollars in Thousands

(GF Only) Change % Change | See Nofe:
FY092 Conference Committee {GF Only) $903,387.5
FY09 Fiscal Nofes {42.9)
CarryForward -
Special Appropriations 12,002.9
Agency Transfers (excludes fuelitility &gasline) -
09 Contractual Safary Adjustments 78.0
09 Salary Fund Changes -
Misc Adjustments -
Vetoes -
FY09 Revised Management Plan (GF only) $915,426.4] $12,038.9 1.3%
One-time ftems removed (17,610.6)
Transfers between Agencies (nels zero statewide) -
FY10 Contractual Salary and Health Increases 44472
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $902,263.0] ($13,163.4) -1.4%
FY 10 Unrealizable Salary Fund Source Changes 123.5
FY 10 Governor's GF Increments/Decrements/Fund Changes 47,6339
FY10 Governor's Request (GF only} $950,020.4] $47,757.4 5.3%
A\ Change from
. FY10 Adjusted Revised FY10
FY10 Governor's Increments, Decrements and Fund Base Budget + FY10 Adj Base to
Changes Salary Fund | Governor's FY10
Less Unrealizable Salary Fund Source Changes Changes (GF |Request (GF| Governor's
Only) only) Request See Note:
Allocation $47,633.9
Behavioral Health Grants 9,114.0 13,608.2 4,494,2 1,4
Services for Severely Emotionally Disturbed Yauth 9,445.2 11,645.2 2,200.0 7
Front Line Social Workers 24,6448 29,155.7 4,510.9 2
Family Preservation 4,075.0 6,698.8 2,623.8 2,538
Subsidized Adoptions and Guardianship 10,182.3 12,1531 1,960.8 5
Infant Learning Programs 5,167.4 7.182.3 2,0149 57
Adult Preventative Dental Medicaid Services - 2,602.0 2,602.0 1
Child Care Benefits 8,818.8 12,224.3 3,305.4 6
Energy Assistance Program 36 5.003.6 5,000.0 3
Senior and Disabilities Medicaid Services 156,993.2 171,612.6 14,619.4 1
All Other Increments 573,832.1 678,134.6 4,302.5
Change from
Revised FY10
Non-General Fund Agency Summary ;:;: ;:{;j:: : FY10 AdjFBYa‘Is(}!e tO
Salary Fund | Governor's Governor's
Changes Request Request See Note:
Federal Funds (all allocations) 1,003,436.4 987,422.6 (16,0138} 1,2,8
Other funds {all allocations) 164,599.6 163,893.6 {706.0)
Total Non-General Funds (all allocations) $1,168,036.0] $1,151,316.2 {$16,719.8)
{
Position Changes (From FY09 Management Plan to Gov) 3,641 3,671 30
PFT 3,436 3,485 29
PPT 94 95 1
Temp 111 111 -
. . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research - - -
Maintenance, Renovation, and Repairs 4,750.0 203.9 4,953.9
Remodel and Reconstruction 10,550.0 - 10,550.0
New Construction and Land Acquisition 2,200.0 - 2,200.0
Equipment and Malerials 1,974.3 540.8 2,515.1
Information Systems and Technology 820.2 215.2 1,0354
Other - - -
TOTAL CAPITAL $20,204.5 $959.8 $21,254.3
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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:

providing the highest quality of life in a safe home environment for older Alaskans
and veterans; '

providing an integrated and comprehensive behavioral health system based on sound
policy, effective practices, and open partnerships;

promoting stronger families, and safer children;
managing health care coverage for Alaskans in need;

holding juvenile offenders accountable for their behavior, promoting the safety and
restoration of victims and communities, and assisting offenders and their families in
developing skills to prevent crime;

promoting self-sufficiency and providing basic living expenses to Alaskans in need;
protecting and promoting the health of Alaskans;

promoting independence of Alaska seniors and people with physical and
developmental disabilities; and

providing quality administrative services supporting the Department’s mission.

SIGNIFICANT ISSUES

The FY2010 Department of Health and Social Services general fund operating budget as
submitted by the Governor is $34.6 million above the FY09 Revised Management Plan (which
excludes fuel/utility and gasline one-time funding of $1,760.0). The Governor’s net GF change
from Adjusted Base is $47.8 million. This is the smallest increase requested since FY2005.

The Department is targeting five program areas in meeting their theme of, “helping individuals
and families create safe and healthy communities.” The targeted areas include:

1
2.
3
4.
5.

Substance Abuse;

Health and Wellness;

Health Care Reform;
Long-Term Care Programs; and

Protecting Vulnerable Alaskans.

The largest general fund cost increases in the Governor’s FY2010 budget are for the following:

Medicaid costs—8$35.5 million, with reductions of $21.2 million, for a net increase of
$14.3 million for Medicaid;

Children’s Services programs and Child Care programs—37.1 million;
Alaska Heating Assistance Program—-$5.0 million; and
Substance Abuse and Mental Health programs—$4.5 million GF.
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Some requested increases in general funds are attributable to decreases in federal receipts
(resulting in the need for general funds to replace federal funds in order to maintain service

levels):

¢ Temporary Assistance for Needy Families (TANF)—the estimated FY2010 cost to
continue assisting families with children is $5.1 million GF; and

¢ Child Advocacy Centers (including the cost of establishing two new centers)—the
estimated FY2010 cost is $1.1 million GF.

Significant increases in the Governor’s budget are discussed below. The following notes
correspond to the numbers in the last column of the preceding spreadsheet:

1.
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Medicaid Increments: $35.5 million GF. Medicaid-related increases appear
in the Behavioral Health, Adult Preventative Dental Medicaid Services, Health Care
Services, and Senior/Disabilitiecs Medicaid appropriations. Increases in Medicaid
programs are attributable to the additional capacity expected as a result of the completion
of new facilities and to proposed increases in provider reimbursement rates. Additional
funding requests include the re-enrollment and updating of provider information in the
Department’s current Medicaid information system (required by the Federal Centers for
Medicare and Medicaid Services), and adding new positions for performing eligibility
assessments for Medicaid recipients.

The Department’s request includes the following reductions, which give a net overall
Medicaid increase of $14.3 million:

¢ Cost containment measures and reduced Medicaid authorizations ($13.5 million).
Reductions in this year’s budget are due to expanding the use of a Preferred Drug
List, requiring prior authorization for certain medical services, and the continued use
of the supplemental rebate program; and

o FFY2010 Federal Medical Assistance Percentage (FMAP) rate increase of 0.9
percentage point (37.7 million). The rate change reduces GF and increases federal
funds in the Behavioral Health, Children’s Services, Health Care Services, and the
Senior and Disabilities Services appropriations. The rate change affects three-
quarters of state FY2010,

The federal fund reimbursement rate is set by the Centers for Medicare and Medicaid
and is outside the control of state government. The FMAP rate is based on the state's
national rank of per capita personal income but can be no less than 50%. The amount
of federal funds the 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.

This is the first FMAP rate increase since FFY2004. During the period from
FFY2004 through FFY2009, the FMAP rate (which is the percentage of program
expenses reimbursed by the federal government) decreased by 10.81 percentage
points, which shifted a larger share of increasing health care costs to the state.

The FMAP rate change also affects the State Children's Health Insurance Program
{(SCHIP) and the Breast and Cervical Cancer program (BCC), both of which are part
of Alaska's Medicaid program. Eligible claims for SCHIP and BCC are reimbursed at
an enhanced FMAP rate which reduces the state share of costs by 30% over the
regular FMAP. '
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2. Temporary Assistance for Needy Families million

GF. General funds are requested to replace lost federal receipts for the state’s TANF
program within the Children’s Services Appropriation (Front Line Social Workers and
Family Preservation allocations). The availability of TANF funding has dimuinished due
to the effects of:

e
i - : ID:

e elimination of TANF high performance bonuses (Alaska earned over $12 million in
four years) and limiting the extension of supplemental grants to states with high
population growth through FFY2009 (Alaska’s annual high population grant is about
£7 million);

¢ slower growth in the number of families on temporary assistance; and

e reductions in Alaska’s annual TANF block grant as more Tribal TANF programs are
established.

Under the welfare reform legislation of 1996 (the Personal Responsibility and Work
Opportunity Reconciliation Act), TANF replaced the welfare program known as Aid to
Families with Dependent Children (AFDC). The TANF block grant is designed and
operated to accomplish:

e assisting needy families so that children can be cared for in their own homes;

e reducing the dependency of needy parents by promoting job preparation, work, and
marriage;

s preventing out-of-wedlock pregnancies; and
s encouraging the formation and maintenance of two-parent families.

Alaska’s temporary assistance program uses a “Work First” approach, which focuses on
getting a job, then developing skills and work habits on the job in order to advance
sufficiently to leave temporary assistance.

3.  Alaska Heating Assistance Program: $5.0 million GF. The requested
GF would be added to the base operating budget of the Energy Assistance Program
allocation to maintain services beyond FY09. Last year’s enacted budget included $10.0
million GF in one-time funding,.

In FY09, the legislature appropriated $10.0 million GF and established a state heating
assistance program that extended the federal Low-Income Home Energy Assistance
Program (LIHEAP). LIHEAP program eligibility is capped at 150% of the federal
poverty level and benefit amounts are based on a point system that considers household
size and income, fuel costs and the type of housing. The state program provides home
heating assistance to households with income levels between 150% and 225% of the
federal poverty guidelines for Alaska. The Department estimates that as many as 8,800
houscholds could qualify for the program in FY2010.

4. Substance Abuse Programs: $4.5 million GF. The increments requested
provide funding in the Behavioral Health Grants allocation to various community based
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grantees, the Palmer Mental Health Court participants, and the new Fairbanks Enhanced
Detoxification Center. The funding would provide assessment and treatment of Alaskans
with substance abuse and/or mental health illnesses. Increments include:

* $1.8 million GF for hard-to-serve adults with severe and persistent mental health
ilinesses, substance abuse problems, as well as repeated hospitalization,
incarceration, and homelessness. Funding would provide treatment capacity for
nursing care, 24 hour/day case manager support, daily medication administration,
residential dual diagnosis, and transportation to services;

e $1.8 million GF for a 9% increase in statewide grant funding for substance abuse
treatment services. The request would provide funding to agencies that are not able to
bill Medicaid (due to Medicaid-related exclusions and non-eligible populations);

e 3500.0 GF to cover the costs for Alaskans who don’t have Medicaid or private
insurance coverage. The funding fills the gap (for the new Fairbanks Enhanced
Detoxification Center) between total operating costs and the amount of revenue that
can be generated from Medicaid and other third-party billings;

e $419.2 GF for grant programs providing prevention and treatment services for
substance abuse and mental health clients. The intent is to enhance community based
models by recruiting and retaining a qualified workforce; and

e §$75.0 GF to continue treatment capacity for Therapeutic Court Participants with co-
occurring disorders (mental health and substance abuse), and providing assessment
and treatment services (Palmer Mental Health Court program).

5.  Children’s Services Grantee and Rate Increases: $3.8 million GF.
The GF increments include both grantee cost-of-operating increases and provider rate
increases within the Family Preservation, Subsidized Adoptions and Guardianship,
Residential Child Care, and Infant Leaming Program allocations.

» $863.7 GF to address a 4.6% increase in grantee operating costs. According to the
Department, without this increment, existing grant funds would need to be used to
cover overhead costs, thereby reducing the services currently being provided to
vulnerable Alaskans.

¢ $1.4 million GF for adoption subsidies to foster care base rate levels. Subsidized
adoption rates are negotiated using the foster care base rate as the cap. According to
the Department, most rates are negotiated at about 85% of the foster care base rate.
In FYO09 the foster care base rate increased by 28.9%, which affects subsidized
adoption rates negotiated since FY06.

¢ $1.5 million GF increase for Early Intervention/Infant Learning Program (EI/ILP)
provider rate increases. The intent of the funding is to adjust for inflation from 2003
for increases in therapy services, travel, fuel and personnel costs. The request is
expected to recover up to 20 providers and one training coordinator, The EIILP
program was not included in last year’s provider rate increases.

In 2003, Congress reauthorized the Child Abuse and Prevention and Treatment Act
(CAPTA). This required a referral for all children under the age of three with a
substantiated report of abuse or neglect to the E/ILP. Since 2003, EI/ILP has seen a 50%
increase in referrals and a corresponding increase in children eligible for services. The
federal reauthorization mandate did not include funding for the increase in referrals or
services.
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6.

Child Care Provider Rate Increases: $3.3 million GF. This GF
increase in the Child Care Benefits allocation is for adjusting the Child Care Provider
Rates and grantee cost-of-operating increases for the Anchorage Bowl area. Increments
include:

e  $3.0 million GF to increase Child Care Rates to bring the state subsidy rates closer to
the 75th percentile, as recommended by the federal government. The rates are
currently at the 50th percentile, according to the Department’s 2007 Child Care
Market Rate Survey. The Department plans to conduct another Child Care Market
Rate Survey in March of 2009. The information will be used in conjunction with the
Department’s comprehensive rate study to develop standardized methodologies for
calculating child care rates and recommendations for the FY2010 rate increase.
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s $305.4 GF to maintain service levels and avoid service reductions for grantees in the
Anchorage Bowl area. Eligibility determinations for Child Care Assistance, Child
Care Resource and Referral services, and Child Care Licensing in the Anchorage
Bowl are provided through community grantees. The inflation adjustment is
estimated to be 4.6% in FY2010.

Youth Experiencing Serious Emotional Disturbances (SED): $2.2

million GF. Increment requests within the Services for Severcly Emotionally
Disturbed Youth and Infant Learning Program allocations focus on reducing the need for
more costly residential level services for youth experiencing serious emotional
disturbances, General fund increments include the following:

s $1.1 million to expand grant funding to Community Behavioral Health Centers for
enhancing outpatient services using innovative programs and training. The emphasis
will be for youth from birth to age six with Fetal Alcohol Syndrome;

s $500.0 for continued care of youth experiencing SED who are not qualified under
Medicaid or need non-Medicaid eligible services to stay at lower levels of care and
avoid more costly Residential Psychiatric Treatment Centers (RPTC);

e $400.0 to assist in establishing treatment services for SED children in rural areas and
to support tribal expansion in the delivery of this health service; and

e $200.0 to establish an early childhood mental health learning network, add a state
coordinator, and provide grant funding for early childhood screening and intervention
services at day care programs and Head Start programs to intervene early with youth
at-risk of experiencing SED. The funding is part of the Bring-The-Kids Home
Initiative in intervening early with youth at risk and avoiding placements in costly
out-of-state RPTCs.

Support for Child Advocacy Centers (CAC): $1.1 million GF. This

request for $1.1 million in general funds is to replace lost federal receipts to operate
existing centers and support new centers in Homer and Glenallen.

Page 103




A federal grant from the United States Department of Justice, Office of Juvenile Justice
and Delinquency Prevention, provided funding to establish Alaska’s Child Care
Advocacy Centers over the last five years. At the end of FY09, this federal funding will
be exhausted. According to the Department’s latest data, reports of child sexual abuse
and physical abuse increased 7% from FY07 to FYO08.

During the five-year period, Alaska established Child Advocacy Centers in Anchorage,
Wasilla, Juneau, Bethel, Nome, Fairbanks, and Dillingham. Child Advocacy Centers
provide services for child sexual abuse victims and severe physical abuse victims, ages 0
through 18, and their non-offending parents. This includes a safe, child-friendly place to
interview and receive forensic medical examinations and mental health services or
referrals. Each victim is assigned a specialized family advocate who will remain with the
child and family throughout the investigative process.

ORGANIZATIONAL CHANGES

Behavioral Health Appropriation:

¢ Alaska Psychiatric Institute Advisory Board: In July of 2008, the Govemor
established the Alaska Psychiatric Institute Advisory Board (Administrative Order
Number 241). The advisory board will provide advice and recommendations to the
Department’s commissioner for meeting the needs of the state and the institute’s
patients and their families.

e Alaska Mental Health & Alcohol & Drug Abuse Boards: According to a
Department press release, the above entity will move from the Boards and
Commissions appropriation to the Behavioral Health appropriation to more closely
align the constituent groups represented by the board or commission.

Health Care Services Appropriation:

+ Health Facilities Survey: The new allocation’s core service is to have certification
and licensing surveyors inspect health care facilities in the state to determine whether
they meet state and federal standards, and investigate complaints made against care
providers. The purpose of the inspection is to determine a care provider’s ability to
offer services that are safe and meet acceptable standards. The Health Facility
Survey program was previously housed in the Certification and Licensing allocation
in FY09. '

Public Health Appropriation:

e Preparedness Program: This newly created allocation’s focus will be on the
coordination and management of public health and emergency medical disaster
preparedness activities such as planning, training, exercises and resource
development. The program will provide expertise and funding for public health and
emergency medical disaster preparedness to the Municipality of Anchorage, Alaska
Native Tribal Health Consortium, all Alaska hospitals, nursing homes and primary
care clinics. :

Senior and Disabilities Services:

o Governor’s Council on Disabilities and Special Education and the Alaska
Commission on Aging: According to a Department press release, the above entities
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will move from the Boards and Commissions appropriation to the Senior and
Disabilities appropriation to more closely align the constituent groups represented by
the board or commission.

CAPITAL REQUEST
The agency’s $21.3 million capital budget includes the following:

Phase 1 of 4 for renovating the Johnson Youth Center ($9.5 million GF). This phase
includes renovation and expansion of the detention unit, new medical suite, and new
admissions and police entry areas. Phases 2 through 4 would occur n FY'12 — FY14
and are expected to cost an additional $8.1 million GF.

The Johnson Youth Center is located in Juneau and is the State’s fourth oldest
facility. According to the Department’s 2007 Assessment Study, threats to safety and
security in this facility are a result of aging infrastructure, overcrowding, and an
increase in behavioral health issues. The original structure is 50 years old and,
according to the Department, needs safety and security issues addressed in order to
expect positive results from the staff. Examples of deficiencies include antiquated
door locking systems and design flaws that prevent adequate observation of the
residents.

Section 10 of the Governor’s capital budget appropriates $11.7 million in Information
Technology Projects to the Governor’s Office. Four of these projects are allocated to the
Department of Health and Social Services for $2.2 million GF and $838.7 Federal Receipts as

follows:

Personal Information Protection Data Encryption, $736.3 GF/$81.8 Federal Receipts;

Health Insurance Portability and Accountability Act Compliance, $668.7 GF/$668.7
Federal Receipts;

Disaster Recovery, $368.2 GF/$40.9 Federal Receipts/$40.9 Federal Receipts; and
Contract Management Automation System, $425.5 GF/$47.3 Federal Recipts.
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Adl Dollars in Thousands

Department of Labor and Workforce Development

(GF Only) Change % Change | See Note:
FY09 Conference Committee {(GF Only) $29,278.8
FY03 Fiscal Nofes 148.6
CarryForward 3954
Special Appropriations -
Agency Transfers {excludes fuel/utility &gasiine) B
09 Contractual Salary Adjustments -
08 Salary Fund Changes -
Misc Adjustments -
Vetoes -
FY09 Revised Management Plan {GF only) $29,822.8 $544.0 1.9%
One-time ftems removed (4,115.4)
Transfers between Agencies (nets zero statewide) -
FY10 Conltractual Salary and Health increases 285.2
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $25,892.6]  ($3.830.2) -12.8%
FY 10 Unrealizable Salary Fund Source Changes 308.6
FY 10 Governor's GF increments/Decrements/Fund Changes 4,699.8
FY10 Governor's Request (GF only) $31,001.0 $5,008.4 19.3%
v Change from
FY10 Adjusted Revised FY10
FY10 Governor's Incr%mhents, Decrements and Fund Base Budget + FY10 Adj Base to
anges Salary Fund | Governor's FY10
Less Unrealizable Salary Fund Source Changes Changes (GF |Request (GF| Governor's
Only) only) Regquest See Note:
Allocation $4,699.8
Data Processing 501.1 526.1 25.0
Labor Market Information 1,325.2 1,470.2 145.0 4
Occupational Safety & Health 22.8 12.6 (10.2) 7
Workforce Investment Board 51 135.1 130.0 5
Business Services 2,329.3 2,914.3 585.0 2
SW AK Voc Educ Ctr Ops Grant - 195.0 195.0 3
Construction Academy Training - 3,500.0 3,500.0 1
Client Services 4,127.1 4,257 1 130.0 6
Change from
Revised FY10
Non-General Fund Agency Summary ;:;: Qﬂldu; ::i FY10 AdeBYa‘Isga to .
Salary Fund | Governor's | Governor's
Changes Request Request See Note:
Federal Funds (all allocations) 86,594.7 85,751.6 (843.1)
Cther funds (all allocations) 57,363.2 58,432.5 1,069.3
Total Non-General Funds (all allocations) $143,957.9] $144,184.1 $226.2
1
|Position Changes {From FY0% Management Plan to Gov) 962 963 1
PFT 825 825 -
PPT 114 115 1
Temp 23 23 -
. State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research b - z
Maintenance, Renovation, and Repairs - - -
Remodel and Reconstruction 1,500.0 - 1,500.0
New Construction and Land Acquisition 32,000.0 - 32,000.0
Equipment and Materigls 2,310.5 - 2,310.5
Information Systems and Technology 3,367.8 - 3,367.6
Other - - -
TOTAL CAPITAL $39,178.1 $0.0 $39,178.1
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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;

e Training and Education;

o  Workforce and Economic Development;

o 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 FY2010 Department of Labor and Workforce Development’s general fund operating budget
submitted by the Governor is $1,178.2 more than the FY09 Revised Management Plan (which
excludes fuel/utility and gasline one-time funding of $963.6). The Govemnor’s net GF change
from Adjusted Base is an increase of $5,008.4 million, which is comprised of salary fund source
changes and the increments described in the numbered paragraphs below. The Department’s
request for FY2010 does not indicate any significant policy changes. The following notes
correspond to the numbers in the last column of the preceding spreadsheet:

1. Construction Academy Training: $3,500.0 GF. The Alaska Construction
Academy received funding in the capital budget in FY07 and FY08, and in FY09 funding
was moved to the operating budget. This request seeks to continue the appropriation that
was received in FY09 as a one-time item. 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. The Department believes the shortage can be remedied in part through
continuation of this program. The training takes place in existing facilities throughout the
state.

2.  Workforce Development Business Services: $585.0 GF: $575.1
STEP Funds, & $128.5 Votech Ed Funds. A requested GF one-time

increment of $585.0 reestablishes one-time funds received in FY(09 as part of the
Department's Gasline Training Program. The increment is intended to provide:

¢ Training to at least 70 apprentices at Regional Training Centers for gasline related
occupations ($180.1);

* Funding for cooperative training agreements with business and industry for registered
apprentices and on-the-job training for approximately 125 workers ($321.7); and

° Funding‘for Division of Business Partnerships staff assigned to assist in development
of this project ($83.2).
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The Business Services Unit is also requesting base increments of State Training &
Employment Program (STEP) ($575.1) funds for training and Technical Vocationai
Education Program Receipts (TVEP) ($128.5) funds for administrative functions.

SW AK Vocational Education Center Ops Grant: $195.0 GF. The
proposed Governor’s budget seeks to reestablish one-time funds of $195.0 GF, received
in FY09, by Southwest Alaska Vocational and Education Center (SAVEC). The
Department says these funds represent approximately one-quarter of the current SAVEC
annual operating budget and that a loss of the funds would present SAVEC with
significant challenges to continued operations and services. As submitted, the increment
would be added to base budgets in future years.

Labor Market Information, Gasline Training Program Guide:

$145.0 GF. The Department requests continuation of a one-time FY09 appropriation
for development of a web and print-based Alaska Training Program guide and for
development and dissemination of regional employment data products. The guide is
intended to identify training programs including Regional Training Centers, State
Training Centers, University of Alaska, Registered Apprenticeships, the Pipeliner
Training facility and associated career opportunities. The subcommittee may wish to
inquire why the guide is not yet completed and to determine how much more time and
money are needed to complete and maintain the Program Guide.

Workforce Investment Board — AGIA Training Program: $130.0

) GF. The Department seeks to continue a FY09 one-time appropriation as part of the

Department's Gasline Training Program. These funds will support an existing Education
Specialist II position and associated costs. The Education Specialist will serve as the
education skills coordinator for the Department of Labor and Workforce Development, to
implement vocational education strategies contained in the Department’s Gasline
Training Strategic Plan. The Department requests that the increment be added to base
budgets in future years.

Client Services, Voc Rehab Lease Cost Increase: $130.0 GF. The
University of Alaska chose not to renew the lease for the space occupied by the
Vocational Rehabilitation Office on University Lake Drive in Anchorage. That lease
expires February 28, 2009. An agreement for new space was reached with the
Municipality of Anchorage. However, the new space will cost $387,000 per year as
compared to $257,000 for the space being vacated. Without this additional $130.0 GF
funding, the Department states it may need to layoff a counselor, serving approximately
115 individuals, to pay the additional lease amount.

Workers’ Compensation Fund Change, (§10.2) GF, Occupational
Safety and Health, Mech. Inspection Program Fund Change:
$294.5 Workers’ Safety Account (WSA). The Department is proposing a

change to the funding source for a portion of the elevator, boiler/pressure vessel,
electrical and plumbing inspections. This change is dependent on approval of a requested
$294.5 increase to WSA funding in the OSH component. Inspections are currently fee-
supported, but revenue is not sufficient to cover all program and training costs. Nearly all
mechanical inspections provide a significant degree of workplace safety. Consequently,
the Department proposes to fund a portion of all inspection costs from the Workers’
Safety Account instead of from the Building Safety Account. The statutory authority for
WSA funding is maintained by the Occupational Safety and Health (OSH) component.
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Through a reimbursable services agreement, OSH will contract with Mechanical
Inspection to provide these inspections in places of employment.

ORGANIZATIONAL CHANGES

The Construction Academy Training was a separate appropriation in FY09. The FY2010
proposed structure makes it an allocation under the Workforce Development appropriation.
Subcommittees may wish to consider retaining this program as a separate apprepriation.

CAPITAL REQUEST

The Department of Labor and Workforce Development’s capital budget totals $39.2 million, of
which $36.1 is GF. These projects are:

AVTEC Dormitory Replacement: $20 million Alaska Housing Capital
Corporation (AHCC) funds. The Department requests these funds for replacement
of an existing 120-bed facility that has several Americans with Disabilities Act
(ADA) code and life-and-safety-deficiencies. The new facility will be fully accessible
and reflect the current style dorm preferred by prospective students and will have
handicap access.

AVTEC Heavy Equipment Shop and Pipe Welding Program: $12.0 million
AHCC funds. The Department seeks funding to add a 16,000 square foot steel
fabricated building to AVTEC's Applied Tech campus to house the Heavy
Equipment and Diesel programs. The Heavy Equipment program relocation will
facilitate the demolition of the existing building which has Americans with
Disabilities Act {ADDA) code and life-and-safety deficiencies.

Fairbanks Pipeline Training Center: $2.3 million AHCC funds. The Department
requests equipment funding for the Fairbanks Pipeline Training Center. With this
additional equipment, the center will have the capacity to train up to 200 students per
year initially, increasing to 400 per year during the peak construction phase of the
natural gas pipeline.

AVTEC Deferred Maintenance and Expansion: $1.5 million GF. This funding is
requested for deferred maintenance in order to obtain materials and equipment for
ongoing work performed by AVTEC's maintenance staff, or contractors, especially in
the Industrial Electric training facility. Ability to take care of deferred maintenance
allows AVTEC to provide safe environments for AVTEC students receiving training
for future employment in Alaska.

Social Security and Employment Data Interface: $275.4 GF. Funds are requested
for the Division of Vocational Rehabilitation te create an electronic interface between
the Division's management information system, the Social Security Administration's
(SSA) beneficiary database housed in the Department of Health and Social Services
and the unemployment insurance database in the Department of Labor and
Workforce Development. The interface is needed to process state reimbursement
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claims under SSA’s Ticket to Work program and to help clients become more
economically self-sufficient.

o WC Computer Application/Platform Upgrade: $3.1 million Workers Safety
funds. The Workers’ Compensation system, at the direction of the Department of
Administration, needs to be upgraded to the “.Net” programming application because
the old platform “VB6” will no longer be supported by Microsoft. The upgrade
appears essential to the program’s continued efficient functioning.

Page 110 _

606




607

Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

THIS PAGE INTENTIONALLY LEFT BLANK

Page 111




Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request

Department of Law
All Dollars in Thousands
{GF Only) Change % Change | See Note:
FY09 Conference Committee (GF Only} $51,053.4
FY09 Fiscal Notes 428.8
CarryForward 700.0
Special Appropriations -
Agency Transfers {excludes fuel/utility &gasline) -
09 Contractual Salary Adjustments -
09 Salary Fund Changes -
Misc Adjustments -
Vetoes (142.9}
FY09 Revised Management Plan (GF only} $52,039.3 $985.9 1.9%
One-time ltems removed (8,400.0}
Transfers between Agencies (nets zero statewide) -
FY10 Contractual Salary and Health Increases 1,381.8
Misc Adjustments -
FY10 Adjusted Base Budget {GF only) $45,021.1 ($7.018.2) -13.5%
FY 10 Unrealizable Salary Fund Source Changes 16.3
FY 10 Gevernor's GF Increments/Decrements/Fund Changes 7,136.9
FY{0 Governor's Request (GF only) $52,174.3 $7.153.2 15.9%
M Change from
FY10 Governor's Increments, Decrements and Fund | FY10 Adjusted Revised FY10]
Changes Base Budget + FY10 Adj Base to
. Salary Fund | Governor's FY10
Less Unrealizable Salary Fund Source Changes
; Y 9 Changes (GF |Request (GF| Governor's
Only) only) Request See Note:
Allocation $7,136.9]
Third Judicial District: Anchorage 6,370.1 6,721.3 351.2 2
Deputy Attorney General's Office 508.6 7481 239.5 2
Qil, Gas and Mining 3.443.2 98024 6,359.2 1
Statehood Defense 879.8 1,066.8 187.0 3
Change from
Revised FY10]
Non-General Fund Agency Summary FY10 Adjusted Adj Base to
Base Budget + FY10 FY10
Salary Fund | Governor's | Governor's :
Changes Request Request See Note:
Federal Funds {ali allocations) 3,233.7 32337 -
Other funds (all allocations) 24,7150 25064.4 348.4
Total Non-Genera! Funds {all allocations) $27,948.7 $28,288.1 $349.4
1
Position Changes (From FY09 Management Plan to Gov) 559 559 0
PFT 581 552 1
PPT 8 7 ()
Temp - - -
State Funds Federal
i Total
Governor's Capital Request (GF + Other) Funds ot See Note:
Planning and Research : - - -
Maintenance, Renovation, and Repairs - - -
Remodel and Reconstruction - - -
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
QOther - - -
TOTAL CAPITAL] $0.0 $0.0 50.0
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Department of Law

The mission of the Department of Law is to provide legal services to state government and to
prosecute crime. The Department represents the state in:

] progecuting violators of state criminal laws;

s representing the state in legal actions;

e providing legal services in the resolution of tax and royalty disputes;

¢ providing consumer protection;

e providing legal services for extraordinary proceedings such as oil and gas
litigation; and

¢ advising state agencies in areas of legal concern, including promulgating regulations
and drafting legislation. '

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 of the Department and to managing the
resources of the Department.

SIGNIFICANT ISSUES

The FY2010 Department of Law GF operating budget as submitted by the Governor is $135.0
above the FY09 Revised Management Plan (which excludes fuel/utility & gasline one-time
funding of $3.5 million). The Governor’s net GF change from Adjusted Base is $7,153.2, which
is comprised primarily of increments in the Oil, Gas and Mining appropriation.

The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1. Qil, Gas and Mining: $6,359.2 GF. The Department is requesting funds in
order to continue to play a 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 other major projects underway that will continue to require outside counsel
and experts beyond the funding included in the Department’s base budget.

¢ $5,109.2 GF added to the base budget for ongoing oil and non-gas pipeline matters
including Pt. Thomson Litigation, proceedings before the Federal Energy Regulatory
Commission, TransAlaska Pipeline Service tanff issues, and two major corporate
income tax matters.

e $1,250.0 GF one-time increment to assist the Department in the preparation of
legislation and implementation of a comprehensive plan to commercialize North
Slope gas.

In FY09, the Department received $3.0 million dollars for “Gas Pipeline and Other
Qil & Gas Projects” as one-time funding as well as $3.5 million dollars through an
Oil and Gas Development transfer from the Governor’s Office. Subcommittees may
wish to ask the following questions of the Department:

o How were the one-time increments (totaling $6.5 million) in FY09 broken out
between gasline and non-gasline work?
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o When does the agency anticipate resolution to the litigation issues mentioned in
this request (i.e. Pt. Thomson)? Should the $5.1 million be added to the base
budget?

2. Lease Costs: $590.7 GF. Additional funding is requested to cover increased
lease costs, the largest factors of which are the Whale and Brady buildings in Anchorage.
Lease expenses are expected to rise 34% between FY08 and FY2010, primarily due to
higher rates per square foot.

¢ $351.2 GF: Third Judicial District: Anchorage
s $239.5 GF: Deputy Attorney General’s Office

3. Statehood Defense: $187.0 GF. In FY08 the Department of Law reduced its
general fund budget for Statehood Defense by $167.0. The reduction had no operational
impact because an FY04 reappropriation of $350.0 (lapsing balance from the legislature)
was available for statehood defense. The reappropriation was a multi-year appropriation
with a lapse date of FY09, and none of the available funding was spent through FYO07.
The Department is secking general funds in the FY2010 budget to cover the costs of an
attorney assigned to statehood defense issues. The increment would be included in the

~ base budget in future years. The subcommittee may wish to ask for an explanation of
statehood defense issues, with focus on whether this increment should be added to the
base budget or be identified as an increment tied to a specific project with an end date in

sight.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST
The Department of Law has no capital projects for FY2010.
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Department of Military and Veterans Affairs

All Dollars in Thousands

(GF Only) Change % Change | See Note:
FY09 Conference Committee (GF Only) $11,312.6
FYO09 Fiscal Notes -
CarryForward -
Special Appropriations -
Agency Transfers (excludes fuel/utility &gasfing) -
09 Conlractual Salary Adjustments 15.8
09 Salary Fund Changes -
Misc Adjustments -
Vetoes -
FY09 Revised Management Plan {(GF only) $11,328.4 $15.8 0.1%
One-time ltems removed -
Transfers between Agencies {nets zero statewide) {328.5)
FY10 Contractual Salary and Health increases 97.0
Misc Adjustments : -
FY10 Adjusted Base Budget (GF only) $11,096.9 ($231.5) -2.0%
FY 10 Unrealizable Salary Fund Source Changes -
FY 10 Governor's GF increments/Decrements/Fund Changes 180.0
FY10 Governor's Request {GF only) $11,276.9 $180.0 1.6%
4 Change from
5 FY10 Adjusted Revised FY10
FY10 Governor's increments, Decrements and Fund Base Budget + FY10 Adj Base to
Changes Salary Fund | Governor's FY1Q
Less Unrealizable Salary Fund Source Changes Changes (GF |Request {GF| Governors
Only) only) Request See Note:
Allocation $180.0
Veterans' Services 987.6 1,0376 50.0 2
Retirement Benefits 750.8 880.8 130.0 1
Change from
Revised FY10
Non-General Fund Agency Summary ;:;2 Qﬂ{,":;te g FY10 A‘:“FBY“?ISI:? ©
Salary Fund | Governor's | Governor's
Changes Request Request See Note:
[Federal Funds {all allocations) 21,435.3 21,935.3 500.0 4
Other funds (all allocations) 12,8327 13,017.9 185.2 3
Total Non-Genera! Funds (all allocations) $34,268.0 $34,953.2 $685.2
1
Position Changes (From FY09 Management Plan to Gov) 286 286 0
PFT 283 283 -
PPT 2 2 -
Temp 1 1 -
. e State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 250.0 - 250.0
Maintenance, Renovation, and Repairs 1,750.0 1,750.0 3,500.0
Remodsl and Reconstruction - - -
New Censtruction and Land Acquisition - - -
Equipment and Materials - - -
Infermation Systems and Technology - - -
Cther 50.0 9,600.0 9,650.0
TOTAL CAPITAL $2,050.0 $11,350.0 $13,400.0
Page 116




613

Legislative Fiscal Analyst’s Overview of the Governor’s FY2010 Request
Department of Military and Veterans Affairs

The mission of the Department of Military and Veterans Affairs (DMVA) is to provide military
forces to accomplish military missions in the state or around the world; provide homeland
security and defense; emergency response; veterans’ services; and youth military training and
education. The Department accomplishes this mission by providing core services for the
following:

»  Alaska National Guard Joint Forces Headquarters;

¢ National Guard Support; |

¢ Homeland Security and Emergency Services Management & Coordination;
e Alaska Statewide Emergency Communications (IT);

o Veterans’ Services;

e Alaska Military Youth Academy;

¢ Administrative Services Support; and

e Special Operations.

SIGNIFICANT ISSUES

The FY2010 Department of Military and Veterans Affairs GF operating budget as submitted by
the Governor is $51.5 below the FY09 Revised Management Plan (which excludes fuel/utility &
gasline one-time funding of $960.1). The Governor’s net GF change from Adjusted Base is
$£180.0.

The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1. National Guard Retirement Normal Cost Administrative Fees:

$130.0 GF. As with other state retirement plans, employer contributions to the
Alaska National Guard and Naval Militia Retirement System (NGNMRS) are identified
as “normal” costs (the cost of future benefits for current employees) and “unfunded
liability” (the cost associated with bringing the fund balance to the actuarially
recommended level). DMVA pays the normal costs of the system while the state makes
direct contributions to the refirement fund to pay down the unfunded liability.

For FY2010, the Alaska Retirement Management (ARM) Board recommends the same
amount of contributions made in FY09, with the addition of a $130.0 GF “expense load”
that is equal to a two-year average of the administrative costs incurred by the Department
of Administration. In the past, normal contributions did not include administrative costs.

Legtslatwe‘ Fiscal Ana{yst Comment: During ~the: last. session, "the leglslature
d_'$1 0 mlllzon to pay oﬁ the ‘unfunded habzl:ty of the NGNMRS Although thts
rmits the state to- ehmmate “diréct payments to°the fetirement ﬁmd the ARM
Board recom ng_i.s that th “stdte make the same > direct conmbuaon (81; 722.5) thai" wa.s;
}made in. FY thle the recommena’atlon may. fat! to dccount for the 310 mzllzon
contnbutzon “the ‘legislature May wi ‘wish to make. the récommended. contrzbutlon in order to
bffset investment losses!
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Expand Outreach to Veterans: $50.0 GF. These funds will be used to
expand the information delivery system on issues pertaining to veterans’ benefits and
eligibility criteria in order to ensure that Alaskan veterans are receiving benefits to which
they are entitled.

Alaska Military Youth Academy formula: $185.2 I/A Receipts. The
Alaska Military Youth Academy (AMYA) ChalleNGe program is a military school
program for at-risk youth. The program is funded by a formula set in statute (AS
14.30.740), with general funds appropriated to the Department of Education and Early
Development (DEED) and transferred to AMYA.

The formula was originally designed to produce a specific dollar amount at a specific
point in time. It provides seven times the base student allocation (BSA set forth by the
Department of Education and Early Development) for each AMYA ChalleNGe program
residential student.

In FY2010, the BSA increased $100 dollars per student {to $5,580) which brings the
Department’s FY2010 request to $6.4 million ($185.2 more than the amount appropriated
in FY09).

Legisla """’"""”Fzscal _‘A '”alyst.__ Commenr Subcommzttees may Wish:- to a’zscu.ss plans for

respons:bzhty for the AMYA and -wther@fdfe should ot ot as a: pass-throﬁgk agencyr

Army Guard Facilities Maintenance: $500.0 Federal Receipts. The
Department is requesting additional federal authorization for ongoing operating
maintenance costs such as snow removal, utilities, general day-to-day maintenance, etc.
The federal fund increase reflects the anticipated amount of receipts for army guard
facilities eligible for 100% funding from the National Guard Bureau. The Department
does not have adequate operating federal authorization to utilize these available funds to
meet costs.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

A few of the larger projects included in the Governor’s $13.4 million capital request for the
Department of Military and Veterans Affairs are:
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¢ 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.

e Army Guard Facilities Project: $2.5 million ($1.75 million Federal
Receipts/$750.0 GF Match). With 237 Alaska Army National Guard buildings at
96 various locations with an average age of approximately 30 years, deferred
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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.

e 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 platfornms.
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Department of Natural Resources

All Dollars in Thousands

{GF Only) Change % Change | See Note:
FY09 Conference Committee (GF Only) $70,870.9
FY08 Fiscal Notes 114.0
CarryForward 6,088.6
Special Appropriations §.500.0
Agency Transfers {exciludes fuel/utility &gasline) {2,899.9)
09 Contractual Salary Adjustments 19.7
09 Salary Fund Changes -
Misc Adjustments -
Vetoes (92.9)
FY09 Revised Management Plan (GF only) $79,600.4 $8,729.5 12.3%
One-time ltems removed (13,313.6)
Transfers between Agencies (nets zero statewide) -
FY10 Contractual Salary and Health increases 672.9
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $66,959.7] ($12,640.7) -15.9%
FY 10 Unrealizable Salary Fund Socurce Changes - 99.1
FY 10 Governor's GF Increments/Decrements/Fund Changes 4,174.8
FY10 Governor's Request (GF only) $71,233.6 $4,273.9 6.4%
v
: Change from
FY10 Governor's Increments, Decrements and Fund | FY10 Adjusted Revised FY10]
Changes Bgs:a Bugge:; o FY10 . AdeBY?'sUa to
N aiary Fun overnors
Less Unrealizable Salary Fund Source Changes Changes (GF |Request (GF| Governor's
Only) only) Request See Note:
Allocation $4,174.8]
Qil & Gas Development 7,489.0 9,898.8 2,409.8 1
Claims, Permits, & Leasing 7,043.0 7,093.0 50.0 6
Title Acquisition & Defense 1,365.5 1,665.5 300.0 4
(Gealogical Development 3,948.3 4,548.3 600.0 3
N. Latitude Plant Material Ctr 882.8 1,607.8 725.0 2
Fire Suppression Preparedness 15,030.4 15,120.4 90.0 5
Change from
Revised FY10]
Non-General Fund Agency Summary FY10 Adjusted Adj Base to
Base Budget + FY10 FY10
Salary Fund | Governor's | Governor's
Changes Request Request See Note:
Federal Funds {all allocations) 15,8943 15,804.3 (80.0)
Qther funds {all allocations) 44,4913 49,383.1 4,881.8
T_ol!a_l Non-General Funds (all allocations) $60,385.6 $65,187.4 $4,801.8
|
Position Changes (From FY0% Management Plan to Gov) 1,096 1,102 6
PFT 778 780 2
PPT 245 248 1
Temp 73 76 3
. State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 14,077.0 2,360.0 16,437.0
Maintenance, Renovation, and Repairs 5,780.0 3,900.0 9.680.0
Remodel and Reconstruction 3,200.0 - 3,200.0
New Construction and Land Acquisition 3.750.0 600.0 4,350.0
Equipment and Materials 850.0 - 850.0
Information Systems and Technology 2150 - 215.0
Other 1,000.0 61,950.0 62,950.0
TOTAL CAPITAL| $28.872.0 $68,810.0 $97,682.0
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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, geologic, 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;

preserve and enhance the value of state land and water resources and Alaska's coastal
areas;

mitigate potential disasters and hazards; and

comply with federal regulations and programs related to natural resources.

SIGNIFICANT ISSUES

The FY2010 Department of Natural Resources general fund operating budget submitted by the
Governor is $8,366.8 million less than the FY09 Revised Management Plan (which excludes
fuel/utility and gasline one-time funding of $1,904.4). The Governor’s net GF change from
Adjusted Base is an increase of $4,273.9 million, which is comprised primarily of salary fund
source changes and the increments described in the numbered paragraphs below. The
Department’s request for FY2010 does not indicate any significant policy changes.

The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1. Oil & Gasline Initiatives: $2.4 million GF. The Division of 0il and Gas
Development is seeking to stabilize its base funding for Qil and Gas Development and to
enhance its capacity to collect royalty revenues for the state. It is requesting the addition
of previous one-time items, which have been renewed, to its base budget. Some of these
items are as follows; '

Workload Base Adjustment: $1.3 million GF. The Division of Oil and Gas is
requesting that this funding, which has been one-time funding each year for five
years, be added to the base operating budget. This annual funding has been utilized
since FYOS to address worklead 1ssues in the Division of (il and Gas. This money is
not related to any specific project and is not related to gasline coordination.

Royalty Valuation Litigation: $500.0 GF. This request is to pay the costs of
outside legal counsel and consultants to .develop and defend the state’s position in
royalty disputes and to represent the statc in the reopening of royalty arbitration
proceedings. (This funding was requested as a capital project in FY(9 but was
approved as an operating appropriation.) The Department seeks to add this amount to
its base budget.

Contract Royalty Auditors: $200.0 GF. The Department is requesting a base
increment to cover the ongoing cost of outside auditors to reduce or eliminate the
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backlog of royalty and net profit share lease audits. The increment would be added to
the base budget in future years. The increment continues a one-time increment of
$200.0 GF appropriated in FY09 with the understanding that use of contract auditors
solved an anticipated problem with filling auditor positions in the agency.
Subcommittees may wish to inquire about the continued use of contract auditors.

¢ Gas Pipeline Coordination: $391.0 GF. This request is made to provide ongoing
funding for gasline coordination in DNR's budget. This funding was included in the
FY(09 operating budget as a one-time distribution from the Governor’s Office. DNR
is now requesting this funding as part of the base budget. Subcommittees may wish to
consider continuing to segregate gasline startup costs from the base budget.

North Latitude Plant Material Center (PMC) — AK State Seed

Lab: $725.0 GF. In FY09, the PMC received onc-time funding to maintain the
state's foundation seed program after a loss of federal funds, and to provide certified and
pathogen-free seed potatoes to local farmers. The foundation seed program ensures the
availability of healthy native seed stock in Alaska, which growers use to supply seeds to
construction companies, state and federal agencies, the mining industry, and others tasked
with reseeding/revegetation projects. The PMC is the only source of native plant seed
stocks.

Geological Development — Mineral Survey and Veolcano
Observatory, $600.0 GF as follows:

¢ Alaska Geophysical and Geological Mineral Inventory Fund Source Change:
$350.0 GF. The Department requests a fund source change of $350.0 for its
geological survey program. The FY(9 operating budget included $450.0 from GF
and $350.0 authorization from industry {SDPR) for surveys. Collection of funding
from industry was only marginally successful, despite the Department’s claim that an
increased interest in precious metals has increased the demand for survey data. The
Department states that i order to contract for surveys, including airborne mapping, it
is necessary to replace the $350.0 SDPR authorization with general funds. The
general funds would remain in the base budget in future years.

¢ Alaska Volcano Observatory Fund Source Change: $250.0 GF. The Department
requests a fund source change (to replace the expected federal funding decrease in
FY2010) to allow functions of the observatory to continue at current levels. The
observatory monitors volcanic activity and ash clouds potentially affecting acronautic
conditions for aircraft traffic and local communities along the Aleutian and Cook
Inlet volcanic chain and sends alerts as necessary. The general funds would remain in
the base budget in future years.

Title Acquisition and Defense — Statehood Entitlement Transfers:

$300.0 GF. The Department requests funding for the final stages of the Bureau of
Land Management (BLM) 2009 Conveyance Project. The state will receive
approximately eleven million acres still owed to the state under the Statehood Act. The
project will also result in the transfer of over eight million acres of federal land to Alaska
Native Corporations formed under Alaska Native Claims Settlement Act {ANCSA).
Special attention must be given to these conveyances to protect state ownership interests
and public access and ensure that the state receives clear title. The federal government
provided money in FY06 for implementation of the transfers, and positions were created,
but federal funds were reduced and are no longer available to address public access and
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state ownership interests (such as navigable waters). Subcommittees may wish to discuss
the status of the land transfers, with a focus on whether the appropriation should be part
of the base budget in future years or be identified as project funding with an end in sight.

5. Fire Suppression Preparedness — Interagency Cost Increases:
$90.0 GF. The Alaska Interagency Coordination Center (AICC), located on Ft.

Wainwright, serves as the focal point for initial attack resource coordination, logistics
support, and predictive services for all state and federal agencies involved in wildland fire
management and suppression in Alaska. Cooperators include the Bureau of Land
Management, DNR, USDA Forest Service, National Park Service, Bureau of Indian
Affairs, and the Fish and Wildlife Service. This funding will cover DNR's share of cost
increases of the AICC, including lightning detection and weather station costs.

6. Resource Development — Guide Service Initiative: $50.0 GF. At the
request of the guiding industry, the Department is seeking funds to develop a big game
guide program that would establish a prospectus review procedure to allocate leased
guide areas to specific guides for big game guide services on state land. The money is
intended to cover the cost of drafting related regulations and statutes. Subcommittees
may wish to consider identifying the funding as a one-time item.

ORGANIZATIONAL CHANGES

The Office of Habitat Management and Permitting (OHMP} of the Alaska Department of Natural
Resources became the Division of Habitat, a part of the Alaska Department of Fish and Game
(ADF&Q), effective July 1, 2008, as a result of Executive Order 114.

CAPITAL REQUEST

DNR has requested a total capital budget of $97.7 million, of which $68.8 is Federal Funds. The
budget consists of a diverse mix of capital projects from snowmobile trail development to parks
maintenance, coastal management, fire suppression, bear viewing, technology upgrades, boating
access, and trails, among others. Through the Governor’s Office, DNR has also requested a $1.2
million GF Document Management System. A few of the larger DNR capital projects are:

e (oastal Impact Assistance Funds: $58 million federal receipts. The Division of
Coastal and Ocean Management is the lead state agency to administer the
approximately $29 million annually in Coastal Impact Assistance Program (CIAP)
funding disbursed under the Energy Policy Act of 2005 (R.R. 6). As required by law,
35% of these funds will be paid to the codstal districts of the state, and the remaining
65% will be allocated as identified in the approved program. The $58 million
reflected in the FY2010 amount includes the amount allocated but not yet received in
FY09, as well as the FY2010 amount.

* (Gas Pipeline Implementation: $3.2 million GF. Implementing the Alaska Gasline
Inducement Act (AGIA) will involve contracting with numerous experts and
specialists to advise the state on such issues as pipeline engineering, pipeline
commercial terms, including analysis of and advice on tariffs, tariff terms, pipeline
access, and terms for addressing cost overruns, royalty valuation methodology,
enforcement, and remedies. Success of the initial and subsequent open seasons will
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depend on the Department’s ability to retain these services. This project may be more
appropriately placed in the operating budget.

* Reservoir Studies to Evaluate Qil and Gas Resources on the N. Slope, Phase 2 of
2: $6 million GF. The primary purpose of this phase of reservoir studies is to
determine the best way to maximize remaining Prudhoe oil recovery while
optimizing gas for a North Slope gas pipeline. Qualified consultants will be hired
through the Reguest for Proposals (RFP) process to work on the project. Results will
enable the state.to make informed technical decisions with regards to the impact of
gas production on the recovery of remaining Prudhoe Bay oil reserves. This project
may be more appropriately placed in the operating budget.
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Department of Public Safety

All Dollars in Thousands

{GF Only) Change % Change | See Note:
FY09 Conference Committee {(GF Only} $114,631.5
FYO02 Fiscal Notes . 434.4
CarryForward -
Special Appropriations -
Agency Transfers (excludes fuel/utility &gasline) -
08 Contractual Salary Adjustments 4,168.1
08 Salary Fund Changes 310
Misc Adjustments -
Vetoes (200.0)
FY09 Revised Management Plan (GF only) $119,065.0 $4,433.5 3.9%
One-time ftems removed {(2,704.2)
Transfers between Agencies (nets zero statewide} -
FY10 Contractual Salary and Health Increases 1,919.2 4
Misc Adjustments 656.3
FY10 Adjusted Base Budget {GF only) $118,936.3 ($128.7) -0.1%
FY 10 Unrealizable Salary Fund Source Changes 96.2
FY 10 Governor's GF Increments/Decrements/Fund Changes 4,154.1
FY10 Governor's Request (GF only) $123,186.6 $4,250.3 3.6%
v Change from
FY10 Adjusted Revised FY10
FY10 Governor's Increments, Decrements and Fund Base Budget + FY10 Adj Base to
Changes Salary Fund | Governor's FY10
Less Unrealizable Salary Fund Source Changes Changes {GF |Request (GF| Governor's
Only) only) Request See Note:
Allocation $4,154.1
Special Projects 371 1,433.6 1,386.5 1
AK Bureau of Judicial Services 8,170.0 B,258.0 88.0 3
Rural Trooper Housing 1,279.3 1,706.6 427.3 2
Narcotics Task Force 812.1 2,2053 1,393.2 1
AST Detachments 46,933.0 47.561.1 628.1 2
Alaska Wildlife Troopers 16,061.7 16,155.7 94.0 2
Laboratory Services 4,349.7 4,476.7 127.0 2
Change from
Revised FY10
Non-General Fund Agency Summary ;:;: gﬂg’: ;r: FY10 AdeBYallsoe to
Salary Fund | Governor's | Governor's
Changes Request Request See Note:
[Federal Funds (all atlocations) 11,636.0 15,191.2 3,555.2 6
Other funds (all allocations) 23,367.6 24,977.2 1,608.6 57
Total Non-General Funds (all allocations) $35,003.6 $40,168.4 $5,164.8
i
Position Changes (From FY09 Management Plan to Gov) 875 874 (1}
PFT 844 844 -
PPT 16 16 -
Temp 15 14 (1)
, . State Funds | Federal
Govemnor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research - - -
Maintenance, Renovation, and Repairs 3,007.0 - 3,007.0
Remodel and Reconstruction - - -
New Construction and Land Acquisition 2,500.0 - 2,500.0
Equipment and Materials 1,200.0 - 1,200.0
Information Systems and Technology 3,865.5 - 3,865.5
Qther - 2,500.0 2,500.0
TOTAL CAPITAL $10,572.5|  $2,500.0 $13,072.5
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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;

provide support to rural law enforcement entities;

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 critminal 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 FY2010 Department of Public Safety general fund operating budget as submitted by the
Governor is $4,121.6 above the FY09 Revised Management Plan (which excludes fuel/utility &
gasline one-time funding of $803.3). The Governor’s net GF increase from Adjusted Base is

$4,250.3.

The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1. Drug Enforcement and Rural Alcohol Interdiction: $2,789.7 GE.
According to the Department, alcohol and drug enforcement remains a significant
challenge, particularly with tenuous federal funding. The Department requests continued
one-time funding, which could be restored based upon the amount of federal money
received by DPS.

$1,393.2 GF (Language): Narcotics Task Force

$1,270.0 GF (Language): Rural Alcchol Interdiction Program (includes $400.0 for
prosecution efforts by the Department of Law).

Leg:slaave Fiscal Analyst Comment :The legislature has zncluded reduce general
' ] ds-are; forthcommg language"for the Narcotzcs Tdsk- Force

17} YO7. _zmtlar language was added for the Rural Alcohol Inrerallc:uori1
Program in FY09 Because the language may Imply that federal ﬁmds are
anticipated, there 'may:. be an éxpectation thdr these’ mcrements “will have:no_ GF
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zmpact The majority of federal funds have not.materialized ($271,840.in FY08 and
371 5,479 m - FY09 were retirned. to the: general fund as a result’of the.s'e language
;wctzons) and the subcommzttees may wzsh to conszder placmg both' fundmg ttem.;:
%nto the base budget (numbers section .of- the opérating bill) with- intent. language
stating that the generdl fiindsare not to be used if federal fundmg is.réceived|

$126.5 GF: Alaska State Troopers Special Projects requests funding to replace a
federal grant for reducing illegal drug and alcohol use. The grant is no longer
available. A portion of this increment will be used to fund cold case homicide
investigations.

2.  Departmental Overhead and Service Costs: $1,276.4 GF. The

Department is requesting increments to pay increased overhead and service costs

thro

ughout the agency. Overhead costs include utilities, leases, housing, and medical and

laboratory services and supplies. Increments have been requested as follows:

| Page 1 28-

Rural Trooper Housing: $427.3 GF. The Department requests funding to cover the
increased cost of housing Alaska State Troopers (AST) located in rural posts. This
increment request is for higher lease and utility costs and will assist in the leasing of
eight replacement trooper units in Galena and Aniak. The Public Safety Employees
Association (PSEA) bargaining unit contract states that troopers are required to pay a
portion of their salary for rent with the remaining costs to be borne by the state.

Rising Lease Costs: $318.4 GF. The Department is requesting an increment of
$230.3 to cover rising office lease expenses for the AST Detachment component in
the following communities: Aniak, Galena, King Salmen, Cooper Landing, Seward,
and Wasilla.

Additionally, $88.1 GF is requested for office and aircraft hangar lease increases in
the Wildlife Troopers allocation.

Statewide Dispatch Services: $208.3 GF. The Department is requesting funds for
increased costs of contracts with local police departments to provide dispatch
services in Wasilla and Kodiak partially funded in a similar increment request in
FY09.

Ammunition and Uniforms: $31.4 GF. Additional base funding is requested for
the Alaska State Troopers ($25.5) and Wildlife Troopers ($5.9)

Medical Exams: $164.0 GF. Additional funding in the AST Detachment allocation
is also requested to offset the rising expense of medical forensic exams of victims of
sexual assauli and sexual abuse of a minor. Actual costs for these mandated services
(AS 18.68.040) have exceeded authorization by roughly $164.0 per year since FYO0S.

Laboratory Services: $127.0 GF. Overhead expenses for the Scientific Crime
Detection Laboratory have increased significantly since FY0Q7. Included in this
increment are;

o $40.0 for the purchase of enough DNA reagent kits to process 400 additional

violent crime and property crime cases and 6,000 Combined DNA Index System
(CODIS) cases per year

o $40.0 to cover freight and courier service costs to return evidence to the
submitting agency to be available for trial and to free up limited laboratory
storage space.
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3.

Prisoner Transportation: $88.0 GF. I FY09, the legislature approved a
$656.3 GF increment for six new Court Service Officer positions (attributable to a court
settlement between DPS and the Municipality of Anchorage that transferred
responsibility for prisoner transportation to the Department). A Legislative Finance error
in recording conference committee action omitted the funding from the FY(09 operating
budget (a supplemental request should be expected). The amount was added to the
FY2010 adjusted base. The Department requests an additional $88.0 for increased
transportation costs.

Corrected FY09 PSEA Salary Adjustments: $50.5 GF. The Public

Safety Employees Association (PSEA) contract negotiations for FY09 occurred late in
the 2008 session and a portion of the monetary terms for uniform allowances was omitted
from the budget request. This amount has been added to the FY2(10 base budget;
however, the Department could request supplemental funding for FY(9 costs.

Council on Domestic Violence and Sexual Assault (CDVSA):

$1,677.9 PFD Criminal. In FY09, the legislature replaced $1,341.5 GF with PFD
Criminal Funds (PFD appropriations in lieu of dividends to incarcerated felons). As
permanent fund dividends increase, more PFD Criminal funds are available for program
costs.

f AV
TR, TT T S e o
l;’eqﬁés’is- to replace:PFD. Criminal funds, ith general ﬁma’s‘g

Department Carryforward: $3,660.2 Federal Receipts. Beginning in
FYO08, the department received a $5,000.0 federal multi-year appropriation for domestic
violence and sexual assault prevention programs which lapses on June 30, 2010. This
amount represents the unspent balance of that appropriation as of July 1, 2008.

State Oversight of Hazardous Pipeline Facilities: $142.0 I/A

Receipts. Funding is requested to staff the new Office of Oil and Gas Systemns
Facilities within the Department via interagency receipts from the Department of Natural
Resources (DNR). This office will provide one-stop servicing for fire inspection, plan
review, fire investigation, fire detection and suppression system maintenance, and review
of emergency response plans and fire response training for the whole oil and gas industry,
statewide, to include onshore and offshore facilities. The new office will be located with
the Joint Pipeline Office within DNR and will act as liaison supporting governmental
oversight agencies for Trans-Alaska Pipeline System (TAPS) and all hazardous pipeline
facilities located throughout the state.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST
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Some of the larger projects in the Governor’s $13.1 million capital budget for the Department of
Public Safety are:

Pagé 1;?0 7

Anchorage Aircraft Hangar Replacement — Phase II: $2.5 million ($2.43 million
AHFC Receipts and $.07 miilion GF)

Marine Fisheries Patrol Improvements: $2.5 million Federal
Alaska Public Safety Information Network (APSIN) Redesign: $2.0 million GF
Statewide Facilities Maintenance, Repairs, and Improvements: $1.5 miilion GF

Aircraft and Vessel Repair and Maintenance: $1.5 million GF
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Department of Revenue }
All Dotlars in Thousands
(GF Only) Change % Change | See Note:
FY09 Conference Committee (GF Only) $17,176.2
FY09 Fiscal Notes 8.0
CarryForward - .
Special Appropriations 700.0
Agency Transfers {excludes fuet/iutiiity &gasline) -
(9 Contractual Salary Adjustments -
(09 Salary Fund Changes -
Misc Adjustments -
Vetoes -
FY09 Revised Management Plan {GF only) $17,884.2 $708.0 4.1%)
One-time Mtems removed {1,247.0)
Transfers between Agencies (neis zero statewide) -
FY10 Contractual Salary and Heaith increases 481.3
Misc Adjustments .
FY10 Adjusted Base Budget (GF only) $17,118.5 ($765.7) -4.3%
FY 10 Unrealizable Salary Fund Source Changes 34.3
FY 16 Governor's GF Increments/Decrements/Fund Changes 40880
FY10 Governor's Request (GF only) $21,240.8| $4.1223 24.1%
v Change from
. FY10 Adjusted Revised FY10
FY10 Governor's Increments, Decrements and Fund Base Budget + EY10 Ad] Base to
i Changes Salary Fund | Governor's FY10
Less Unrealizable Salary Fund Source Changes “Changes (GF |Request (GF| Governor's
Only) only} Request See Note:
Allocation $4,088.0f
Tax Division 13,383.4 14,228.4 845.0 4,5
Treasury Division 1,675.8 2,147.9 572.0 3
Child Support Services Division 174.7 2,074.7 1,900.0 1
Natural Gas Commercialization - 771.0 771.0 2
Change from
Revised FY10
Non-General Fund Agency Summary ;:;: gﬂjdu::: g FY10 Ad’FBYisoe to
Salary Fund | Governor's Governor's
Changes Request Request See Note:
Federal Funds (all allocations) 37,903.4 39,588.3 1,684.9 6
Other funds (all allocatiens) 207,103.7 209,313.5 2,209.8 7,89
Total Non-General Funds (all allocations) $245,007.1] $248,901.8 $3,804.7
I
Position Changes (From FY02 Management Plan to Gov} 942 925 (17
PFT 875 867 (8}
PPT 50 4 (&) |
Temp 17 17 -1
. . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 7.000.0 - 7,000.0
Maintenance, Renovation, and Repairs 10,450.0 6,500.0 16,850.0
Remadel and Reconstruction 14,992.5 2,640.0 17,632.5
New Construction and Land Acquisition 27,2500 5,000.0 32,250.0
Equipment and Materials - - -
Information Systems and Technology 24,850.8 142.7 24,993.5
Other 9,800.0 5,800.0 15,700.0
TOTAL CAPITAL $94,343.3 $20,182.7 $114,526.0
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Department of Revenue

The Departiment of Revenue’s responsibilities include:

e administration and enforcement of Alaska’s tax laws;

* management of the treasury;

e administration of the Permanent Fund Dividend Program,

¢ collection and distribution of child support; and

e administrative support to the following independent boards and corporations:
Alaska Permanent Fund Corporation;

Alaska Housing Finance Corporation;

Alaska Municipal Bond Bank Authority;

Alaska Natural Gas Development Authority;

0 O O o

Alaska Retirement Management Board; and

the Alaska Mental Health Trust Authority.

@]

SIGNIFICANT ISSUES

The Governor’s FY2010 general fund operating budget for the Department of Revenue (DOR) is
$3,356.6 above the FY09 Revised Management Plan (excludes fuel/ utility & gasline one-time
funding of $1,221.0). The net GF change from Adjusted Base is $4,122.3.

The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1.

Child Support Services Division Match: Fund Change $1,900.0
GF Match/($1,900.0) Receipt Supported Services (RSS). Continued

decline in receipts received by the division, as a result of the decline in Temporary
Assistance for Needy Families (TANF} cases, is expected to result in a shortfall of state
matching funds. General funds are requested to supplement the shortfall.

T S YT
d Iy, prior year recezpts tkereby reducmg the need for an
Gilfernate matchmg " fun source, Tht. funding source has been exhausted, 1

Natural Gas Pipeline Development: $771.0 GF. For FY09, DOR
received $1,221.0 for gas line development. This was the amount identified in the fiscal
note to HB 177 or the Alaska Gasline Inducement Act (AGIA). The agency continues to
follow that fiscal note and is requesting the $771.0 itemized for FY2010.

Legtslanve»Ftscal Analyst Commient: . Conszdermg that. the fiscal hote was. wrztten
almost -tWo yedrs: ago, it sééms’ unlzkely that the agency’s. expendzture plan- remaing
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| Page 134 ]

exactly ‘as  written. . Subcommittees . ‘may - wish to ask-ithe Department_ for” further,
mﬂrmatmn regarding this requestr

Treasury Revised Cost Allocation Plan: Net Increase $572.0

GF/($420.0) Other. Many agencies utilize federal program revenue for state
retirement contributions, The Treasury Division invests these funds and has recently
received federal approval of a new cost allocation plan. The plan requires a reallocation
of funding sources to be in compliance. According to the Department, the plan will be
used to develop budgets and agreements for charging users of Treasury services, and for
allocating costs equitably among each fund/trust/client agency. The method is devised to
address all costs and all users in a consistent, easily-administered manner, utilizing
actual, quantifiable statistics.

Legtslatwe Fiscal Analyst Comment The FY2010 cost’ allocatton plan is. based on fund
alue at year:, end FY08. T he plan isz eﬁéct:ve retroacnve 1o “July 1 2008}
I "'eﬁectzve Jorall of FY09. Aajrustments in“the: supplemental process “shiguld, be
expectedr

Contract Audit Assistance: $540.0 GF. Last session, Revenue requested
Jjust over $1 million for contractual audit assistance during the recruitment of four Audit
Master positions. A one-time increment of $540.0 was intended to fund two contract
auditors and associated overhead. The Department did not remove this one-time item
from the base budget for FY2010. Legislative Finance remeoved the amount from the
base and added an increment in order to match the Governor’s request. Contract audit
assistance was identified in the fiscal note to AGIA (the oil production tax legislation) as
a four-year need at over $1 million per year. The purpose is to supplement auditor
functions during recruitment and provide training to less experienced staff.
Subcommittees may want to examine the continued use of contract auditing.

Fourth Audit Master: $200.0 GF. Funding was requested last session for
four Audit Master positions created during revision of the oil production tax. Funding for
three of the positions ($600.0) was approved in anticipation of a recruitment lag.
Funding for the final position is requested for FY2010.

Federal “Moving to Work” Program Adjustments: $1,634.0

Federal Receipts/($674.3) Other. The Alaska Housing Finance Corporation
(AHFC) has recently become a Federal Housing and Urban Development (HUD)
“Moving to Work (MTW)” eligible agency. This does not entitle AHFC to receive any
additional federal funding per se, but it does allow considerable flexibility regarding how
funding is programmed and accounted for. $674.3 of AHFC Receipts are being
reclassified as federal receipts (per a rule change in FYO0S8, these were changed from
Federal Receipts to AHFC Receipts) while significant other federal funding is essentially
being reprogrammed and brought on budget.

Constitutional Budget Reserve (CBR) Fees: $1,673.0 CBR Funds.
As a result of high oil prices, the CBR has grown substantially. As a consequence of
higher balances, additional funding for management fees are required (fees are typically a
percentage of asset value). For FY09, $4.3 million was budgeted for fees. This amount
exceeded the FY09 requirements and expenditure authority is expected to lapse. The
amount requested for FY2010 reflects anticipated needs.
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8.  Independent Actuary Audit: $300.0 Other Funds. A one-time
increment for an independent audit of the state’s actuary was included in the FY09
budget. Per AS 37.10.220(10), an audit is to be performed not less than once every four
years. The Department did not remove this one-time item from the base budget for
FY2010. Legislative Finance removed the amount from the base, then added an
increment in order to match the Governor’s request. Subcommittees may wish to delete
this increment.

9.  Mental Health Trust Zero-based Budgeting: $2,650.0 Other

Funds. The Alaska Mental Health Trust Authority has implemented 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. Yearly increments will be
clearly identifiable as Trust recommended programs.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

The Alaska Housing Finance Corporation capital budget makes up the majority of DOR’s annual
request (74% of the budget for FY2010). AHFC has over $84 million budgeted for their housing
programs, including $20 mullion of federal receipts, and almost $63 million of the $68.7 million
AHFC dividend to the state. A few of the larger projects are:

e the Supplemental Housing Development Program ($10 million AHFC Dividend);
* the Senior Citizen's Housing Development Program ($7.5 million AHFC Dividend);
e the Homeless Assistance Program ($6 million AHFC Dividend); and

e the Loussac Manor Renovation and Replacement Phase 3 ($8.5 million AHFC
Dividend).

The remainder of DOR’s request is primarily two large projects totaling $28.5 million:

Gas Spur Line: $5,000.0 AHCC Funds. The Alaska Natural Gas Development Authority
(ANGDA) is working to develop a spur line off the future gas pipeline from the North Slope.
The intended route is from Delta Junction to Cook Inlet. During the special session last year,
ANGDA had requested $25 million for this project, but received no funding. Current estimates
for the spur line vary from $1 to 1.5 billion, depending on timing and other factors. This $5
million will allow efforts for right-of-way acquisition and engineering/ design to continue.

Legzslatwe Fiscal: Anablst ‘Comment: . The' ownership structure. of the spur line i presently
It may be prudent ro zdenn 'ownersth nghts revenue flow, and operanonal aspects
before addztlonal state: ﬁmdmg is allocated to this- -project!
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Tax Revenue Management System: 3$23.4 million GF. DOR received $3.9 million in the
FY(09 capital budget for tax system(s) replacement. This project will create a single,
comprehensive management system that will accommodate all tax types. The prior year funding
will be combined with this funding to cover anticipated total project cost of just over $27 million.

Page 1 36
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Department of Transportation and Public Facilities
All Dellars in Thousands
(GF Only) Change % Change | See Nofe:

FY08 Conference Committee (GF Only) $209,286.5
FYO09 Fiscal Notes 157.5
CarryForward 328.2
Special Appropriations 2,297.6
Agency Transfers (excludes fuel/utility &gasline) -

09 Contractual Salary Adjustments 396.2
09 Salary Fund Changes 5.9
Misc Adjustments -
Vetoes -

FY09 Revised Management Plan (GF only) $212,472.9 $3,186.4 1.5%
One-time ltems removed (7,570.9) 1,9
Transfers between Agencies {nels zero statewide) -

FY10 Contractual Salary and Health Increases 443.1
Misc Adjustments -
FY10 Adjusted Base Budget (GF only} $205,345.1] ($7,127.8) -3.4%
FY 10 Unrealizable Salary Fund Source Changes 1,015.2 10
FY 10 Governor's GF Increments/Decrements/Fund Changes 10,477.4
FY{0 Governor's Request (GF only) $216,837.7] 31149286 5.6%
v
Change from
FY10 Governor's Increments, Decrements and Fund | FY10 Adjusted Revised FY10
Changes Base Budget + FY10 Adj Base to
P Satary Fund | Governor's FY10
Less Unrealizable Salary Fund Source Changes Changes (GF |Request (GF| Governor's
Only} only) Request See Note:
Allocation $10,477.4)
Leased Facilities 1,972.1 1,930.1 (42.0)
Program Development 369.2 400.3 31.1
Central Region Facilities 5,892.6 5,845.3 527 3
Northern Region Facilities 8,415.5 8,666.7 251.2 34
Southeast Region Facilities 1,243.8 1,267.8 24.0 4
Central Region Highways and Aviation 38,551.2 39,051.2 500.0 2
Southeast Region Highways and Aviation 11,817.0 12,082.2 245.2 2,5
Whittier Access and Tunnel 100.0 2,600.0 2,500.0 7
Marine Vessel Operations 66,875.4 73,790.6 5,915.2 9
Change from
Revised FY10
Non-General Fund Agency Summary FY10 Adjusted Adj Base to
Base Budget + FY10 FY10
Salary Fund | Governor's | Governor's
Changes Request Request See Note:

Federal Funds (all allocations) 4,157.0 4,157.0 -

Other funds (all allocations) 284,735.7{ 295,458.6 722.9 6,7.8

Total Non-General Funds (all allocations) $298,892.7{ $299,615.6 $722.9

I

Position Changes (From FY09 Management Plan to Gov) 3,837 3,845 8
PFT 3,197 3,202 5
PPT 441 444 3
Temp 199 199 -

. State Funds Federal
Governor's Capital Request {GF + Other) Funds Total See Note:

Planning and Research 9,327.3 91,469.0 | 100,796.3
Maintenaznce, Renovation, and Repairs 28,591.9 32,670.0 61,2619
Remodel and Reconstruction 67,118.6 3956121 462,730.8
New Construction and Land Acquisition 90,651.0 172,753.4 263,404 .4
Eqguipment and Materials 24,688.0 27,050.0 51,738.0
Information Systems and Technology 1,265.5 2,250.0 3,515.5
Other 400.0 22,871.9 23,271.9

TOTAL CAPITAL $222042.3| $744676.5| $966,718.8
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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 258 state-owned airports and
seaplane bases, 6,000 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 fuil maintenance support and replacement activities for all
departments and state agencies, including 7,800 light and heavy duty vehicles and attachments.

SIGNIFICANT ISSUES

The Governor’s FY2010 general fund operating budget for the Department of Transportation and
Public Facilities is $4,364.8 above the FY09 Revised Management Plan {excludes fuel/ utility &
gasline one-time funding of $33 million). The net GF change from Adjusted Base is $11,492.6.

The following notes correspond to numbers in the last column on the preceding spreadsheet:

1. Commodities Market: ($33,000.0) GF. The last three budget cycles have
seen unprecedented commodity price inflation that has affected every family, business,
organization and government unit in the state. The recent collapse of commodity
prices—particularly fuel prices—relieves considerable budgetary pressure on DOT&PF.

The fuel “trigger” appropriation created by the legislature performed as intended. By
making fuel appropriations one-time items, and backing them out of base budgets each
vear, the legislature has avoided excessive base budget build-up due to high fuel prices.

The Governor’s budget retains a fuel trigger appropriation for FY2010, even with fuel
prices far below the levels of FY09. Legislative Finance believes a trigger mechanism to
be prudent given the volatility of markets, but suggests that the table (in section 13 of the
Governor’s operating bill) extend at least as high as the official forecast of $74 per barrel
of oil. Limiting the trigger price to $60 per barrel may provide insufficient funding if oil
prices rebound. If oil prices remain low, there is no harm in a higher cap.

DOT&PF received $33 million of the fuel appropriation for FY09. This is their
maximum allocation (75%) of the $44 million appropriated. Under the Governor’s
proposal, DOT&PF would receive a maximum of $18 mitlion in FY2010.

Legtslanve 'Ftscal Analyst Comment As of tkts wrttmg, Alaska Norlh Slope zsz._tradmg

ish explore the- potentzalfor supplemental appropnatwns that recover/reallocate

b portion of the FY09 fuel appropriation)

2. Sidewalk Snow Removal: $547.1 GF. $1.25 million was approved in the
FYO09 capital budget to purchase snow removal equipment for sidewalks on state roads,
specifically those in the Anchorage Bowl. The sidewalk snow removal equipment was a
legislative addition after discussion in the DOT&PF subcommittee last year revealed the
lack of necessary tools to clear the sidewalks. Now part-time man-power is requested to
run the equipment. An increment of $500.0 and eight panji§e positions is requested for
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snow removal operations in Central Region Highways and Aviation. An additional $47.1
is requested for the Southeast Region,

Specialized Contracting Services: $170.0 GF. The costs of various
specialized contracting services in the Norihern and Central Regions are increasing. An
additional $110.0 in the Northern Region is requested for new Direct Digital Control
(DDC) systems coming online, along with other specialized contract services such as
elevator maintenance and insulation services. An increment was approved in FY09 for a
position to maintain all of the DDC systems in the Northem Region. In FY2010 $60.0 is
requested for similar Central Region contract cost increases.

Janitorial Contracts: $165.2 GF. Northem and Southeast Regions are
requesting additional funding for janitorial contracts. In prior years, the cost for janitor
contracts has been absorbed. The agency contends that contract prices have reached the
point where they require additional funding.

Striping Contracts: $169.3 GF. Southeast Region Highways and Aviation is
requesting funding for increased costs associated with highway and airport runway
striping. The current budget for striping in the region is $180.7. Recent striping costs put
the required amount near $350.0.

Motor Carrier Safety Assistance Program Expansion: $250.0

Receipt Supported Services (RSS). Through DOT&PF, Alaska became a
Unified Carrier Program (UCR) state during FY09. This federal program authorized in
SAFETEA-LU, allows states to mandate commercial motor vehicle registration under the
UCR program. Program revenue is reguired to be used for increased motor carrier safety
and motor carrier enforcement along with any administrative costs related to the program.
This increment request would allow for expenditure of the additional revenue for motor
carrier safety and enforcement activities.

Whittier Tunnel Extended Operating Hours: $500.0 Cruise Ship

Gambling Tax. Last session, a special $500.0 appropriation was made in the capital
bill for extended operating hours at the Whittier Tunnel. The extended hours were to
benefit cruise ship passengers and industry merchants. An increment is being requested
to maintain those extended hours during FY2010. In addition to the increment, a $2
million fund source change is requested from CIP Receipts (via federal capital projects)
to gambling tax revenue.

Legislattve Fmance and the Deparrment of Revenue classxﬁf the head tax as restrzcted
Other State Funds and; the gamblmg tax revenué ds part of the unrestricted geiieral fund) |

Using the samé ﬁmdmg Source as FY(9 may be warianted

Legtslatwe Fiscal Analyst Comment: Upon_ completion of the Whittier : Tunnel,. the
Federal Hzghway Admmzstratzon agreed to partlally fund operanon and’ mazntenance af
the tunnel until” such tzme that it could-be self-supporting., Thzs contracz explres in
Ve ebmary of 2009:_The switch ﬁom federal funds to state funds appéars, however, to.be a
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projects!

8. International Economic Impacts on International Airports:

(82,153.0) International Airport Revenue Funds. The global financial
situation has caused considerable pressure on both passenger and cargo airlines. The
airline association has asked DOT&PF to reduce landing fees given this operating
environment.  FY(09 vyear-to-date combined cargo/passenger landing weight is
approximately 16% below FY08. International Airport revenue is expected to be lower
commensurately. The airport system is planning reductions for the FY2010 budget
totaling over $2 million. Cost containment has already begun in FY(9 and supplemental
budget reductions are expected.

9.  Alaska Marine Highway System Maintenance Budget: $8,865.2

GF. AMHS received two one-time appropriations for FY09. They have requested a
continuation of that funding for FY2010 and beyond. $4.6 million was added during the
operating budget process as a one-time fleet reconfiguration cost increase during
Tustemena and other vessel overhaul, Additionally, $4.2 miliion was added in the capital
bill as a one-time expansion of service to Southwest Alaska during the Tustemena
overhaul.

Ly Wish'
iapproprlaterw

10. Salary Fund Source Changes: $1,015.2 GF. The Governor’s budget
proposes using general funds to replace a portion of other funding sources that could be
used to pay for contractual wage and health benefits increases. Subcommittees should
carefully examine each of these salary adjustment fund changes. Please see Fund
Source Changes for Salary Adjustments on page 18 for further discussion of this issue.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL BUDGET

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 a state match component 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 aforementloned See the capital budget
section on page 49 for further details.
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University of Alaska

All Dollars in Thousands

{GF Only) Change % Change | See Note:
FY09 Conference Committee (GF Only) $308,985.5
FY09 Fiscal Noles -
CarryForward .
Special Appropriations -
Agency Transfers (excludes fuel/utility &gasline) -
09 Contractual Satary Adjustments -
09 Salary Fund Changes -
Misc Adjustments -
Vetoes {1.150.0)]
FY09 Revised Management Plan (GF only) $307,835.5| {$1.150.0} -0.4%
One-time ftems removed (85.0)
Transfers between Agencies {nets zero statewide} 328.5
FY10 Contractual Salary and Health Increases 8,864.0
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $316,933.0 $9,097.5 3.0%,
FY 10 Unrealizable Salary Fund Source Changes -
FY 10 Gavernor's GF increments/Decremenis/Fund Changes 4,543.9
FY{0 Governor's Request {GF only) $321,476.9 $4,543.9 1.4%
v
Change from
FY10 Governor's Increments, Decrements and Fund { FY10 Adjusted Revised FY10|
Changes Base Budget + FY10 Adj Base to
Less Unrealizable Salary Fund Source Changes Salary Fund | Governor's FY10
Changes (GF |Request (GF| Governor's
Only) only) Request See Note:
Allocation $4,543.9)
Statewide Services 14,364.1 14,714.1 350.0
Anchorage Campus 97,6971 99,470.4 1,773.3
Small Business Development Center 257.2 807.2 550.0
Fairbanks Campus 104,887.1 105,296.9 399.8
Fairbanks Organized Research 20,849.5 21,3495 500.0
Cooperative Extension Service 3,802.5 4,314.1 4116
Interior-Aleutians Campus 1,813.9 1.909.6 85.7
College of Rural & Community Development 4,831.2 4,912.9 81.7
Tanana Valley Campus 5,782.0 5,886.3 94.3
Juneau Campus 21,0149 21,302.4 287.5
Change from
Revised FY10
Non-General Fund Agency Summary FY10 Adjusted Adj Base to
Base Budget + FY10 FY10
Salary Fund | Governor's | Governor's
Changes Request Request See Note:
Federal Funds (all allocations) 156,076.9 131,558.5 (24,518.4)
Other funds {all allocations} 378,258.3| 369,028.4 {9.229.9)
Total Non-General Funds (all allocations) $534,335.2| $500,586.9] ($33,748.3)
1
Position Changes (From FY09 Management Plan to Gov} 4,916 4,919 3
PFT 4,694 4,697 3
PPT 222 222 -
Temp - - -
. State Funds | Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 500.0 - 500.0
Maintenance, Renovation, and Repairs 10,000.0 - 10,000.0
Remodel and Reconstruction - - -
New Construction and Land Acquisition 35,925.0 15,000.0 50,925.0
Equipment and Materials 1,072.0 100,000.0 101,072.0
Information Systems and Technology - - -
Other 2,200.0 - 2,200.0
TOTAL CAPITAL $49,6907.0| $115000.0] $164,697.0
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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:

¢ a high 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.

SIGNIFICANT ISSUES

The FY2010 University of Alaska operating budget as submitted by the Governor is $13,641.4
GF above the FY09 Revised Management Plan (which excludes fuel/utility & gasline one-time
funding of $4.8 million}. The Governor’s net GF change from Adjusted Base is $4,543.9 (which
includes, a requested fund source change, switching FY09 Business License & Corporation Filing
Fees and Taxes funding to $550.0 GF for FY2010).

According to the University, the program enhancements in the University’s FY2010 budget are
critical to meeting the Board of Regents” goals in the following growth priorities:

o K-12 Qutreach;

e Energy, Engineering, Climate,

¢ Health Programs; and

»  Workforce and Campus Programs.

The University of Alaska Board of Regents requested an overall increase of $11.6 million (a net
result of a $32.3 million GF increase and a net decrease of $20.7 million in non-GF). The
Governor’s budget mirrors the Regents’ request in several categories but the end result is less
than the Board of Regents’ request by $24.6 million ($16.2 million GF and $8.4 million non-GF).
(see following table)

= Compensation Increases — The compensation package requested by the University
and submitted by the Goveror includes salary increases for all union-represented
groups and for non-represented faculty and staff totaling $14.5 million (including
$8.9 million GF). It is based on projections of contractual increases for current
employee agreements. This request includes a reduction for the University’s
Optional Retirement Program (ORP) for FY2010 of $2.4 million ($1.3 million of
which is GF). It further includes a reduction of $234.4 GF for a one-time workforce
development stipend of $800 per retained Alaska Community Colleges’ Federation
of Teachers member. As with similar salary adjustments in other agencies,
compensation increases were added to the base budget.

The Governor made cuts to some areas as shown in the table on the next page:
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In addition to (fully supported) compensation increases, Board of Regents’ increments partially
supported by the Governor include the following:

Non-Personnel Services Fixed Cost Increases — $7,614.3 non-GF. This increase is
intended to cover:

o projected FY2010 travel for intercollegiate athletic teams at UAA and UAF, as
well as academic and research travel, to offset airline travel costs that have risen
30%;

o annual maintenance and repair calculated at a minimum 1.5% of current building
value and other increases in non-discretionary costs (estimated at 2% of
contractual services and commodities).

Compliance Mandates (personnel) — $400.0 non-GF. This area includes risk
management increases to support required insurance, risk assessment, and operation
increascs.

New Facility Operating and Maintenance Costs — Total $694.3 ($350.0 GF,
$344.3 non-GF) Additional funding in this area would cover:

o the Bragaw Building Lease Expense in Anchorage for space expansion related to
Development, Corporate Programs, Risk and Land Management functions;

o the Integrated Science Building (ISB) East Campus Parking Garage; and

o ISB support posmons fundmg

posszble Y plemental Fequest to cover. excess ﬁtel costs’ for EY09i

Ty

s Yy hex Umverszty: antzczpates a

The Governor’s request does not include the entire Board of Regents’ proposal in Priority
Program Enhancement and Growth. A total of $15,525.0 ($8,222.6 GF and $7,302.4 non-GF)
was cut from the Board of Regents’ FY2010 operating budget submittal in these areas. Partial
program funding 1s included in the Governor’s budget for the following:

K-12 Outreach — Total $1,030.0 ($800.0 GF, $230.0 non-GF) Funding in this
category is intended to support partnerships with the Department of Education and
Early Development and school districts, as well as summer camps, career awareness,
outreach, special education teacher training, and early testing, assessment and
placement. Examples of proposed program investments include expanding the
following:

o UAA Engineering Bridging Activities/Summer Camps;

UAA Alaska Native Science and Engineering Program;

UAF Alaska Summer Research Academy Enginecring Components;

UAF Interior Aleutians Campus Early College High School Initiative;

UAF Individual Technology Based Math and Summer Bridge Programs; and

o O ¢ O O

UAS Summer Bridge, Early College Advising and Programs.
Energy, Engineering, Climate — Total $4,968.1 ($1,000.0 GF, $3,968.1 non-GF)
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o The Governor’s request focuses on funding to address solutions to the state’s
most pressing energy issues, including outreach through the Alaska Cooperative
Extension Service.

© Operating support for energy is intended to provide the core expertise and
support to address the needs expressed through state plans, including a plan
prepared by the Alaska Energy Authority.

. Health Programs — Total $2,143.4 ($1,843.9 GF, $299.5 non-GF)

o This priority program request is designed to support the University’s next
step in building strong health occupation training programs. Specific
examples include:

= Anchorage Campus — Chinical Rotations/Health Pipeline partnering with
industry leaders to encourage Alaskans in health careers and support
health students to select employment in underserved areas and with
underserved populations; UAA distance social work program in
partnership with the Alaska Mental Health Trust Authority; Human
Services Practicum Coordination to meet accreditation guidelines;
faculty/liaisons in the areas of pharmacy careers and physical therapy;
and, expansion of the Physician Assistant Program;

» Fairbanks Campus — increased funding for the UATF Psychology Clinic as
the training site and behavioral health research facility for doctoral
student clinicians;

* College of Rural and Community Development — UAF Rural Human
Services Faculty to work toward a culturally appropriate training
program designed for rural human service workers;

* Tanana Valley Campus — addition of a tenure-track faculty position to
the Allted Health/Medical Assisting Certificate and Associate of Applied
Science (AAS) program to expand the Medical Assisting program to
rural locations; and

= Juneau Campus — addition of a UAS Career and Health Coordinator to
work with the Health Distance Education Partnership, Student Success
Coordinator to work with students prior to and after enrollment in any
regional health occupation program, and a biological sciences laboratory
technician for the Sitka-based program.

Although the Board of Regents had requested funds for Workforce and Campus Programs, no
funds were included in the Governor’s request for that purpose.

The Governor’s University of Alaska FY2010 budget adds three new PFT positions for a total of
4,919 (4,697 PFT and 222 PPT) positions.

ORGANIZATIONAL CHANGES

For FY2010, the Governor’s Office is supporting a single appropriation structure for the
University of Alaska. Although this was the structure maintained for many years, in FY09 the
legislature determined that seven appropriations would allow more oversight and contrel from a
legislative perspective.
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In addition to the single University of Alaska appropriation, an allocaticn for the Small Business
Development Center (SBDC) has been created. In FY09, an appropriation was set up to allow
movement of the SBDC from the capital budget to the operating budget. For FY2010, this
program is also singled out with a transfer of $337.2 ($257.2 GF, $80.0 non-GF) from the
Anchorage Campus operating budget (which supplemented the capital budget appropriation each
year) to a newly created allocation which adds to and continues the FY09 funding of $550.0. The
University’s intent is to keep this allocation complete and separate to track all SBDC activities for
the federal match requirements, BuyAlaska and the Procurement Technical Assistance Program.

CAPITAL REQUEST
There are two general fund projects in the University’s FY2010 capital budget:

(1) $10 million GF to maintain existing facilities (renewal and renovation annual
requirement), and

(2) $2.2 million GF designed as a pass thru to Providence Alaska Medical Center for the
Alaska Family Medicine Residency Program which trains medical school graduates
who intend to practice family medicine in Alaska. This is the only residency
program in the Northwest that does not receive annual direct state appropriations
from their state university or higher education system.

One other item in the University’s capital request is funded by AHCC Receipts — $1,072.0 for
University of Alaska Gasline Workforce Development to enable acquisition of a machinery
simulator package that would support training for any occupation utilizing heavy equipment. The
AHCC fund source is classified as GF by Legislative Finance. The Govemor classifies these
receipts as “Other” Funds.
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Alaska Court System
All Dollars in Thousands
{GF Only) Change % Change | See Note:
FY09 Conference Committee (GF Only) $84,485.8
FY03 Fiscal Nofes -
CarmryForward -
Special Appropriations -
Agency Transfers (excludes fueliutility &gasline) -
08 Contractual Salary Adjustments -
009 Salary Fund Changes -
Misc Adjustments -
Veloes -
FY09 Revised Management Plan {GF only} $84,485.8 $0.0 0.0%
One-time ltems removed -
Transfers between Agencies [nets zero statewide) -
FY10 Contractual Salary and Health Increases 2,430.7
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $86,916.5 $2,430.7 2.9%)
FY 10 Unrealizable Salary Fund Source Changes -
FY 10 Governor's GF Increments/Decrements/Fund Changes 2,710.6
FY10 Governor's Request {(GF only) $89,627.1 $2,710.6 3.1%
v
Change from
FY10 Governor's |ncrement$' Decrements and Fund FY10 Adjusted Revised FY10
Changes Base Budget + FY10 Adj Base to
. Salary Fund | Governor's FY10
Less Unrealizable Salary Fund Source Changes Changes (GF |Request (GF| Governor's
Only) only) Request | See Note:
Allocation $2,710.6
Apellate Courts 6,522.4 6,306.6 (21581 12,3
Trial Courts 69,934.7 72,2218 2,287.111,2,3,46,7
Administration and Support 9,366.1 9,828.0 561.9 1,2
Commission on Judicial Conduct 358.0 362.6 3.6 1
Judicial Council 943.9 1,017.7 738 5
Change from
Revised FY10
Non-General Fund Agency Summary FY10 Adjusted Adj Base to
Base Budget + FY10 FY10
Salary Fund | Governor's | Govermnor's
Changes Request Request See Note:
Federal Funds {all allocations} 1,6756 16756 -
Other funds (ali allocations) 506.0 1,016.3 510.3 7
Total Non-General Funds (all allocations) $2,1816 $2,691.9 $510.3
|
Position Changes (From FY09 Management Plan to Gov) 819 843 24
PFT 729 754 25
PPT 62 81 [
Temp 28 28 -
. State Funds | Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research - - h
Maintenance, Renovation, and Repairs - - -
Remodel and Reconstruction 2,500.0 - 2,500.0
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 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, expeditiously and
with integrity.

There are four levels of courts in the Alaska Court System, each with different powers, dutics and
responsibilities. The four levels of courts are the Supreme Court, the Court of Appeals, the
Superior Court, and the District Court. The Supreme Cowrt 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 budget is presented in three appropriation requests - the Alaska Court
System, the Commission on Judicial Conduct, and the Judicial Council.

SIGNIFICANT ISSUES

The FY2010 Alaska Court System GF operating budget as submitted by the Alaska Court System
is $5,141.3 above the FY(09 Revised Management Plan (which excludes fuel/utility & gasline
one-time funding). The net GF change from Adjusted Base is $2,710.6.

The following notes correspond to the numbers in the last column of the preceding spreadsheet:

1. Improve Public Service: $3,202.0 GF. The Court System has been
experiencing difficulty in recruiting and retaining qualified staff to manage the
department’s increased caseloads throughout the state. The agency has addressed this
problem by adding twenty-five full-time positions to the FY2010 request. Increments for
these purposes include:

e $2,085.0 GF: Adding judicial, clerical, and administrative support positions where
appropriate in communities with the largest need and expanding some positions from
part-time to full-time;

*  $474.0 GF: Increasing salaries for Magistrates and Pro Tem Judges and Justices in
an effort to maintain parity with employees in the classified and partially exempt
state service;

» $%639.4 GF: Eliminating vacancy factors that currently exacerbate the number of
backlogged caseloads by forcing delays in filling judgeships; and

*  $3.6 GF: Reducing personal services underfunding in the office of Judicial Conduct.

2. Operating Expenses: $2,045.1 GF. Operating costs are increasing for the
Court System in the areas of lease costs, building maintenance, utilities, service contracts,
office supplies and equipment, information technology and travel. Increments for these
purposes include:

o $725.0 GF: Utilities and service contracts to keep up with the rising cost of fuel and
building service contractors (snow removal, janitorial and security services);
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s+ $492.8 GF: Update operating systems and replace outdated equipment in addition to
the purchase and maintenance of critical software licenses;

e $297.5 GF: Office and library products including paper, toner and other consumable
supplies;

e 52683 GF: Public Building Fund increases in Palmer and Juneau as well as
increased lease costs for the other 22 facilities leased through private landlords;

¢ $236.5 GF: Increased travel costs, largely due to an 8.1% rise in domestic airfares
from the second quarter of 2007; and -

s $25.0 GF: Replacement of aging workstations and fumniture.

Judicial Retirement System Savings: $3,529.9 GF Reduction.
During the last session, the legislature appropriated $49 million to pay off the unfunded
liability of the Judicial Retirement System (JRS). This reduction of debt enabled the
Alaska Retirement Management (ARM) Board to reduce the contribution rate from
57.7% to 26.2%. This rate is expected to be stable for the foreseeable future; individual
benefit costs under the Judicial Retirement System are more than twice the cost of
individual benefit costs under the Public Employees Retirement System.

Transcript Costs for Criminal Proceedings: $125.0 GF. with an
increase in criminal caseloads, the demand for transcripts has dramatically increased.
Coupled with this increased demand, fewer contractors are willing to accept work from
the court because 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 - $4.85.

Judicial Selection: $63.6 GF. This increment will assist the Commission on
Judicial Conduct in meeting its workload requirements in the judicial application and
selection processes.

Juror Mileage Reimbursement: $35.0 GF. By court rule, jurors must
reside in excess of 30 miles away from the court to be entitled to receive mileage
reimbursement. The Court System is seeking a rule change to permit mileage expenses to
be reimbursed after the juror has driven more than 60 miles to perform their service as a
juror. This change is particularly important for jurors serving multiple days in rural
locations.

Mental Health Programs: $510.3 MHTAAR and $747.1 GF/MH.
FY2010 will be the second year of zero-base budgeting for Mental Health Trust
Authority Authorized Receipts (MHTAAR) — meaning that all MHTAAR funding in
state agencies is removed from the adjusted base and reconsidered by the Mental Health
Trust Authority each fiscal year.

For FY2010, The Mental Health Trust is recommending $510.3 ($477.5 less than FY(9
Authorized) in MHTAAR funding for the MH Trust Disability Justice Initiative. The
majority of the funding is for: .

s preventative treatment for youth intended to avoid future costs of more expensive
treatment services associated with the adult correctional and judicial systems; and
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e developing court ordered treatment plans that address clients treatment needs and are
monitored by the court, thus reducing risk of future contacts with the criminal justice
system.

The proposed reductions in MHTAAR authorization would be offset by a $747.1 increase
in GF/MH funding for additional Disability Justice Initiative programs. Replacement of
$647.7 MHTAAR authorization with GF/MH will ensure continued access to treatment
services for existing and new therapeutic courts. The remainder of the GF/MH increase
will replace FY2009 MHTAAR authorization for the Anchorage Mental Health Court
($99.4).

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

Anchorage Campus Project — Phase II: $2.5 Million GF. The Court System’s sole capital
project included in the Governor’s request is a major remodel to all floors of the Boney
Courthouse and a minor remodel in the Nesbett Courthouse to accommodate additional judges,
provide safe prisoner transport to additional courtrooms in the Boney Courthouse, and provide
spaces that are more conducive to efficient customer service.
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Alaska Legislature

All Dollars in Thousands

(GF Only) Change % Change | See Note:
FY09 Conference Committee (GF Only) $61,956.0
FY08 Fiscal Notes -
CarryForward 2,292.5
Special Appropriations -
Agency Transfers (excludes fuel/utility &gasiine) -
09 Contractual Salary Adjustments -
09 Safary Fund Changes -
Misc Adjustments -
Vetoes .
FY09 Revised Management Plan (GF only) $64,248.5 $2,292.5 3.7%
One-lime #fems removed (282.5)
Transfers between Agencies (nels zero statewide) -
FY10 Contractual Salary and Health Increases 1,373.4
Misc Adjustments -
FY10 Adjusted Base Budget (GF only) $65,329.4 $1,080.9 1.7%
FY 10 Unrealizable Salary Fund Source Changes -
FY 10 Governor's GF Increments/Decrements/Fund Changes 613.8
FY10 Governor's Request (GF only) $65,943.2 $613.8 0.9%
r
Change from
FY10 Governor’s Increments, Decrements and Fund | FY10 Adjusted Revised FY10
Changes Base Budget + FY10 Adj Base to
: Salary Fund | Govemnor's FY10
L.ess Unrealizable Salary Fund Source Changes
it 9 Changes (GF |Request (GF| Govemnor's
Only) only) Request See Note:
Allocation $613.8|
Council and Subcommittees 3,288.4 3.580.9 292.5 2
Office of Victims Rights 287.2 108.5 (178.7) 3
Legislative Operating Budget 11,137.4 11,637.4 500.0 1
Change from
. Revised FY10
Non-General Fund Agency Summary FY10 Adjusted Adj Base to
Base Budget + FY10 FY10
Salary Fund | Govemor's | Governor's
Changes Request Request See Note:
Federal Funds (all aliccations) 63,329.4 65,943.2 2,613.8
Other funds (all allocations) 963.6 1,142.3 178.7 3
Total Non-General Funds (all allocations) $64,293.0 $67,085.5 $2,792.5
Il
|Position Changes (From FY{(8 Management Plan to Gov) 526 526 -
PFT 246 246 -
PPT 280 280 -
Temp - - -
. State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research - - -
Maintenance, Renovation, and Repairs - - -
Remodel and Reconstruction - - -
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technelogy - - -
Cther - - -
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:

s Legislative Budget and Audit Committee -
oo Legislative Audit -
o Legislative Finance
o Commuttee Expenses
o Legislature State Facilities Rent
* Legislative Council
Legislative Salaries and Allowances
Administrative Services
Session Expenses
Council and Subcommittees
Legal and Research Services
Select Committee on Ethics
-Office of Victims Rights
Office of the Ombudsman

e Legislative Operating Budget

O 0 o 0O O 0O ©

SIGNIFICANT ISSUES

The budget submitted to the Governor is traditionally a preliminary draft that has not been
formally reviewed by legislative leadership. The FY2010 submittal is essentially identical to the
FY09 budget, with the exception of salary adjustments and the following:

1. An increment of $500.0 general funds for potential cost increases during interims.

2. Two one-time appropriations that were carried forward into the F¥Y2010 budget—$100.0
for the Legislative Outdoor Heritage Caucus and $192.5 for a Council of State
Governments meeting — lapse at the end of FY09. In keeping with a legislative policy
decision (made last session) to minimize carryforward, the legislature may wish to delete
these FY09 one-items from the FY2010 budget.

3. A fund change that replaces $178.7 of general funds with PFD Criminal funds.

Legzslativé"}Flscal’ Analysti Comment . Thé amount- of PFD Criminal ﬁxnds available

3

P rm&heht;“’Fundv'dividendA and“‘-‘th number of felons

C o nvestmerit losses aré lzkely to reduce PFDS in, ‘the ﬁture wzth a1
or__spondmg decrease n. PFD’ Cnmmal funds ava:lable ‘The - lzkely resilt. is fm‘ut‘et
requests to replace PFD Criminal fiinds with general fua'uz’sf

There are no capital projects or organizational changes requested.
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2009 HOUSE FINANCE
COMMITTEE ATTENDANCE

DATE: |+ 2% - 09

Circle Meeting Chair: Hawker Stoltze

MEMBER PRESENT ABSENT

RF REP. FOSTER

AA REP. AUSTERMAN /
MK  |REP.KELLY /
AF REP. FAIRCLOUGH /
MH  |CO-CHAIR HAWKER /

BS CO-CHAIR STOLTZE /

BT VICE-CHAIR THOMAS /
LG REP. GARA /
HC REP. CRAWFORD /
wS  |REP.SALMON /
RJ |REP.JOULE /
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Alaska State Legislature

HOUSE FINANCE COMMITTEE

Agenda
1:30 PM

Wednesday, January 28, 2009

Budget Overviews:
DEPARTMENT OF HEALTH AND SOCIAL SERVICES

William Hogan, Dept Commissioner, Family, Community, & Integrated Services, DHSS
—=r Alison Elgee, Assistant Commissioner, Finance and Management Setvices, DHSS

Teleconference Questions:
«—2William Streur, Deputy Commissioner, Medicaid & Health Care Policy, DHSS

MILITARY AND VETERANS AFFAIRS
—> Craig Campbell, Adjutant General, Commissioner, Military & Veterans Affairs

Questions:
~——2John Cramer, Deputy Commissioner, Division of Administrative Services, DMVA
_,—-?Susan Colligan, Ditectot, Division of Administrative Services, DMVA N Ge
_glaura Baker, Deputy Director, Division of Administrative Services, DHss~ 1D
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Alaska State Legislature
HOUSE FINANCE COMMITTEE

Agenda
1:30 PM

Wednesday, January 28, 2009

Budget Overviews:

Department of Health and Social Services
Military and Veterans Affairs
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The overriding theme for future direction for the Alaska Department of Health and Social Services
is helping individuals and families create safe and healthy communities.

00

Substance Abuse

Substance abuse affects every family and community in Alaska.
It is a contributing factor in suicides, crime, unemployment,
damestic violence, child abuse, school dropouts, juvenile
delinquency, etc. We need to prevent, intervene early, treat
and help people recover from substance abuse through public/
private partnerships and long-term strategies.

Major strategies include:

* Prevention: Implement Prevention of Underage Drinking
Initiagive; target substance abuse and suicide prevention
programs to those communities most in need.

* Early Intervention: Integrate primary care with behavioral
health {mental health and substance abuse}; screen ail
youth in the juvenile justice system for substance abuse.

* Treatment: Develop and implement family-based treatment
services (based on the California SHIELDS for FAMILIES
project); submit substance abuse Medicaid Waiver
targeting adults; implement involuntary treatment and
secure detoxification services.

* Recovery: Support array of recovery services using
performance-based standards and funding. Continue to
integrate mental heaith and substance abuse services into a
behavioral health system.

Health and Wellness

Many Alaskans lead less happy and less productive lives, and
many die prematurely each year, because of disability and death
caused by tobacco, alcohol abuse, injuries, obesity, diabetes,
cancer, heart disease, and sexually transmitted diseases.
The-economic impact of chronic disease alone in Alaska is
staggering: an estimated $600 million is spent annually on direct
medical services and $1.9 billion in lost productivity. Most of this
is attributable to personal choice involving diet, physical activity
and tobacco use — and is preventable. We can do a better job of
screening, diagnosing and treating these conditions.

Major strategies include:

* Prevention: Implement evidence-based, population-based
health promotion efforts. Increase primary prevention
approaches, including those targeting increased self
responsibility, improved policies and environmental

supports that encourages healthy choices. Educate about
and improve methods for screening, diagnosis, and early
treatment of conditions and behaviors most detrimental
to the physical and mental health of Alaskans. Implement
Early Childhood Comprehensive System recommendations
{including a focus on early childhood mental health).

* Access: Grow the health care workforce and expand the
number of Alaskans with health insurance.

+« Trauma system: Develop a statewide trauma system.

* Emergency Response Planning and Preparedness: Work
with communities to prevent health emergencies and
prepare for pandemics and natural disasters.

¢ Environmental Health Impacts: Assess, guide and mitigate
environmental impacts on health in Alaska. Develop
expertise in performing health impact assessments.

Health Care Reform

Alaska’s health care system continues to be fragmented and
uncoordinated and doesn’t produce the kinds of outcomes

we expect. By strategically focusing on care management,
reforming Medicaid, creating a Health Care Commission and
growing our health care workforce, we can transform our health
care system.

Major strategies include:

» Care Management: Improve care coordination; implement
disease management program for chronic diseases and
explore use of primary care case management strategy for
most disabled populations; complete planning for the Bring
the Kids Home Initiative.

* Medicaid Reform: Develop legislative and systemic
recommendations for reforming Medicaid zimed at
improving Medicaid sustainability.

« Health Care Commission: Establish a commission in order
to build public awareness and define the future roles of the
state, business, providers and individuals regarding health
care funding and delivery.

» Health Care Workforce: Partner with the federal
government and other states to increase training capacity
and expand training programs for health care professions.

Continued ...
Updated June 23,2008 1
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Long-Term Care

Seniors represent the fastest growing population in Alaska and
it is our responsibility to determine what kinds of services we
want for our aging parents (and grandparents) in order to keep
them at home in their own communities. We need to develop a
long-term care plan, improve services to those with Alzheimer’s
Disease and related disorders, and promote the expansion of
aging and disability resource centers.

Major strategies include:

¢ Long-Term Care Plan; Develop an immediate and
sustainable long-term care plan. DHSS has contracted with
HCBS Strategies to develop this plan, which includes:

» support for family caregivers;

» improved service arrays and definitions of future
roles of residential settings, e.g., the Pioneer
Homes and nursing homes;

» development of the workforce to meet long-term
care needs; and

+ interdisciplinary departmental planning to provide
quality assurance, provider training, audit and
compliance coordination.

* Long-Term Care and Services for Alaska Natives: Work with
the Alaska Native Tribal Health Consortium to identify and
implement long-term care services.

* Alzheimer Disease and Related Disorders Waiver: Submit
Waiver.

= Aging and Disability Resource Centers: Promote expansion
of these centers.

Vulnerable Alaskans

We need to ensure that both kids and communities are safe,
that developmentally disabled kids and adults have access to
guality services and supports, and that individuals and families
get the kind of financial and vocational supports they need to
be contributing members of society. By focusing on family-
centered services and through the use of performance-based
standards and funding, we can better meet the needs of our
most vulnerable citizens and their families.

Major strategies include:

+ Family-Centered Services Project: Expand this project,
which is designed to help families leave the public
assistance rolls and find employment.

* Performance-Based Standards: Implement use of
performance-based standards and funding for grantees.

» Licensing, Certification and Training Standards: Ensure
providers comply with these standards.

» Social Service Workforce: Recruit and retain a qualified
social services workforce using evidence-based practices to
design and implement a department-wide approach.




Department of Health & Social Services

Overview of 10 Year Plan
January 27, 2009

MAJOR UNKNOWNS

¢ Federal funds — e.g. general erosion of funding, cost shifting, unfunded mandates

s Tighter federal and state budgets

« Increasing scrutiny and accountability, especially for Medicaid

» Broad economic problems — e.g. financial markets, energy costs, mortgage defaults, medicat inflation

= Environmental problems — e.g. climatic/demographic changes, aging infrastructure, infectious disease outbreak
Paradigm shifts in program operations —e.g. fewer medical professionals, IT efficiencies, cross- dept working groups

BASELINE ASSUMPTIONS
OMB —
» Non-formula program costs should reflect the FY02 level of service
« If adjusting for inflation, use 2.75% or a generaily recognized source appropriate for the type of expense
» if adjusted for population, use ADOL&WD's mid-case population scenario
HSS —
» Non-formula programs were inflation adjusted using OMB’s rate of 2.75%/year
= Medicaid service costs were estimated using MESA, a sophisticated forecasting mode! that incorporates many factors
» Medicaid School Based Administrative Claims were adjusted for inflation {2.75%) and trends in federal participation
Children’s Services were adjusted based on established historical trends
Health Care Services were adjusted by program based on historical trends and projected population changes

BASELINE RESULTS
Total Cost
» From FYO8 to FY19, total costs increase by 71% (or 5.5% per year, compounded)
* Formula based programs consume an ever larger percentage of total departmental costs
Operating Costs
Formula Programs — such as Medicaid, Public Assistance, Child Care, Foster Care, Temporary Assistance
e Over 10 years, formula-based program cosis increase by 89% {6.6%/year, compounded),
rising from 68% of total HSS costs in FY08 to 75% of total HSS costs in FY19
e Medicaid costs alone increase by 7.2%/year, gradually rising from 58% of total HSS costs in FY08 to 69% in FY19
Non-formula Programs — such as Public Health activities, Child Protective Services, department administration
s Over 10 years, non-formula program costs increase by 29% (2.7%/year, compounded) and decline as a percentage of
total HSS costs {from 31% in FYO8 to 24% in FY19)
Capitat Costs
e Over 10 years, deferred maintenance of existing facilities increases 49% (4.1%/year, compounded) — est. 510 MM/year
« Capital grant programs for Trust beneficiaries

GASLINE ALTERNATIVE
& No gas line alternative was prepared due to the difficuity in quantifying social impacts
s TAPS experience leads HSS to expect an INCREASED need for Department services due to higher alcohol and drug
abuse, as well as in-rigration of job seekers from other states impacting public assistance roles

NEW INITIATIVES

Cost

» The average annual cost for New initiatives is $110.6Million (roughly 6.2% of HSS Baseline)

s 57.7 MM {7%) for formula programs; $70.4 MM (64%} for non-formula programs; $32.5 MM (29%) for capital projects

Description

* Formula Programs — Improvements in foster care and adoption subsidies beginning FY10, FY11, and FY12

» Non-formula Programs — For grant programs in DBH, DSDS, and OCS (excluding Medicaid) increose inflation from OMB’s
2.75% rate to the BLS Anchorage CPl rate of 4.6%

« Capital Projects —
Public Assistance IT system replacement (EIS} in FY11-13; Juvenile Justice facility improvements in FY11-16
From FY17-FY19 a placeholder was added for projects not yet specifically identified

10f13
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Expenditures Category Comparisons of general fund Authorization

5 £Y2000 Authorized Budget GF Only

Facilities
Program
: 4%

Services

15% 0 Formula
0 Grants
0 Program Services
0 Administration

Grants P oy OFRaclies

Total= $438,675.8

FY2010 Governor's Budget Request GF

o Only
Administration Faiites
1%

Program
Services Dformula

1k D Grants

Grants O Program Services
13% 0 Administration

pF* Formula
- 64% O Facilities

Total= $950,020.4

Formula programs comprised approximately 58% of the department's FY2000 general fund budget in comparison
to 64% of the FY2010 general fund budget.

Expenditure category Comparisons of Total Funds Authorization

FY2000 Authorized Budget Total Funds

Administration Facte

Program 2 -
Services

16% OFormula
0 Grants
0 Program Services
0 Administration
@ Failties
Grants - -
2k

Total = $1,135,383.9

FY2010 Governor's Budget Request Total

Funds
Adminisation FeCites
Program
Services
16%
0 Farrula
0 Grants
[ Program Services
Grants 0 Administration
Y 0 Facilities

Y Formula
68%

Total =$2,101,336.6

Formula programs comprised approximately 58% of the department's FY2000 general fund budget in comparison
to 64% of the FY2010 general fund budget.
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The department has over 3,600 positions budgeted under Direct Field work, Program Support
Services and Administrative Management Services. The table on the right indicates the

Department of Health and Social Service

geographical locations with their coordinating position count.

Direct Field Workers
115 Public Health Nurses
Social Workers &
287  Children's Service
Specialists
308 Ehgibility
Determination Staff
Youth
283  Detention/Treatment
Workers
0 Juvenile Probation
Officers
257  APIStaff
652 Pioneer Homes Staff
1,994 TOTAL
Program Support Services
Behavioral Health
108
Programs
126 Senior and Disability
Programs
422 Public Health Programs
223 Children’s Services
124 Juvenile Programs
10 Facilities Management
Benefit
389 Payments/Systems
1402  TOTAL
Administrative/Management
Support
135 Information
Technology
139 All Other Centralized
Admin/Mgnt
274  TOTAL
FY2010 GRAND
3,670 TOTAL

FY2010 Position Summary by Location

Location Total Position Counts
Anchorage 1,780
Aniak 3
Barrow 9
Bethel 97
Cordova 2
Craig 6
Delta Junction 7
Dillingham 11
Eagle River 1
Fairbanks 378
Fort Yukon 1
Galena 3
Glenallen 3
Haines 2
Homer 17
Juneau 657
Kenai 84
Ketchikan 137
King Salmon 2
Kodiak 16
Kotzebue 10
Mat-Su Area-
wide 14
McGrath 3
Nome 41
Palmer 142
Petersburg 4
Saint Mary’s 5
Seward 3
Sitka 101
Soldotna 1
Tok 2
Unalaska 1
Valdez 5
Wasilla 120
Wrangell 2
Totals 3,670
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FY 2008 Medicaid Direct Services
Expenditures by Division (thousands)

Health Care Services
Medicaid
$591,387.5
57.8%

Adult Preventative
Dental Medicaid

$4,640.5 Behavior'al Health
0.5% Senior & Disability Medicaid
Medicaid $126,339.0
Office of Children's 12.3%

$289,597.4

Services Medicaid 28.3%

$11,823.3
1.2%

Source: AKSAS data

FY 2010 Medicaid Direct Services
Expenditures by Division (thousands)

Health Care Services
Medicaid
$662,336.3
54.9%

Behavioral Health

Adult Preventative Medicaid
Dental Medicaid $154,512.3
$6,133.8 12.8%
0.5%

Senior & Disability
Medicaid
$367,581.3
30.5%

Office of Children's
Services Medicaid
$16,145.7
1.3%

Source: Medicaid Budget Group using AKSAS Budget System Data
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Department of Health and Social Service

Medicaid Direct Services Expenditures by Division, FY 2008

{in thousands)

Total Medicaid Direct Services

Health Care Services Medicaid
Hospital Services
Physician Services
Pharmacy Services
Dental Services
Transportation
Other Medicaid Direct Services
Non-MMIS Services
Medicaid Refinancing
Medicaid (State-oniy)

Adult Preventative Dental Medicaid
Adult Preventative Dental

Seniors & Disabilities Medicaid
Personal Care Services
Nursing Homes
Adults with Disabilities Waiver
Children with Complex Medical Conditions
Mental Retardation/Develpmental Disabilities
Older Alaskans Waiver
Other Services

Behavioral Health Medicaid
Residential Psychiatric Treatment Centers
Inpatient Psychiatric Hospitals
General Mental Health Services
Other Services

Office of Children's Services Medicaid
Behavioral Rehabilitation Services
Beh. Rehabilitation Services-BTKH

$ 1,023,787.7

PP PO DPN PP

€A B H P € A B HES e &

& H N

591,387.5
224,313.6
112,968.6
70,673.9
25,095.9
44,228.7
49,142.1
41,097.2
23,3944
473.2

4,640.5
4,640.5

289,597 .4
72,272.7
74,659.0
21,5516

9,618.5
76,806.1
33,602.5

1,187.0

126,339.0
47,393.5
16,485.7
60,038.7

2,421.1

11,823.3
10,627.2
1,196.1

Source: Medicaid Budget Group using AKSAS and ABS data.
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