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"'rmIII*II Fund Eamlngl) 

& RPLs (Revised Programs) , 
Funded with General Obligation Botlds (non--add) 
Funded with Other Debt Proceeds (non-additive) 

Dlvideods 
Inflation Proofing 

"I~ 

5,871.7 3,500.9 3,465.0 
5,657.6 

14.1 

1845.4 

"" 47.5 
4496 
60.0 

400.0 
744.0 

46 

~~ 
13.1 74.' 
27.5 28,0 

3,210.7 2,825.1 
3,210.7 

~ 
91.9 
61.3 

~ 
1,316.4 

62.8 

Notes: August lB, 2009 

1267 

(1) The Spring 2009 oil fOTeCaSt for FY09 is 0.689 mbd at $65.70 per barrel: the FY2010 forecast is 0.655 mbd al $58.29Ibbl. 

(2) Carryforward is money thai was appropriated in a poor year that is made available fO!' spending in FY09 via multiyear appropriations or reappropriations. 
(3) Corporate dividends include funds made available to the State by the boards of AHFC, AIOEA, and ASLC. Dividends retained by AHFC for debt service on state capital project bonds are excluded hom 

the slated amounL Net dividends for FY09 and FY2Q1Q, respectively, are AHFC-$S9.7 mi!lion and $65.5, ArOEA-$23.8 million and $22.7 miUion, and ASlC-$4.1 million and $0.0 million. 

(4) Duplicated authorizations are in the budget twice. such as v.rt1en funds flow in and out of a holding account Of one agency pays another 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 amount required to fiU an anticipated deficit in FYOg will be withdra'Ml from the Statutory Budget Reserve Account. 

Page 3 
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Issues: 

Guidelines for Repeals and Reappropriations 
June 2009 (revised October 2009) 

I. When does a legislator or agency have "retention rights" to unexpended funds? 
2. What is the best way to show reappropriation actions in bills and reports? 
3. Which bills should contain reappropriations? 

Reappropriating Operating Money for other Operating 
Purposes 
Ordinarily, unspent operating appropriations lapse at the end of each fiscal year. The 
exception is multi-year appropriations, which offer a means to provide long-term money 
in cases where the need in a specific year for a specific purpose is unpredictable or when 
a project/purpose is long-term and there is a desire to· ensure that funding is sufficient to 
complete a project. There are situations in which the legislature may wish to 
reappropriate operating money before it lapses. 

Recommendations 
I. Allow operating reappropriations as part of the supplemental process, but be 

careful to limit use of money to the current fiscal year. Advantages: 
• Reduces the net cost of supplemental bills. 
• Encourages agencies to save money in all programs in order to rescue 

programs that need additional funding. 
2. Although intra-agency reappropriations are the focus, we pretty much have to 

accept that money may flow across all appropriation/agency lines. 
3. The reappropriated amount should show in offsetting negative and positive 

transactions in the Supplemental column. Transactions may be numbers or 
language, but should state a specific amount. 

4. Allow carry-forward when appropriate. Carry-forward is defined as money that is 
made available for the same purpose--not just the same program-in a 
subsequent fiscal year (a reappropriation may reprogram money). 
• Carry-forward should be addressed in the operating bill rather than in the 

supplemental bill. This ensures that finance committee members know about 
all funding made available to an agency for the upcoming fiscal year. 

• Carryforward language should specify "not to exceed" amounts, which will be 
used for budget transactions. The carryforward amount will show as a 
negative supplemental transaction and positive budget year transaction. 

• If the amount carried forward differs from the estimate, OMS should show the 
adjustment in the authorized column in December. 

5. Continue use of multi-year appropriations when suitable. 
6. Unused money that is not reappropriated does not need to be repealed-just let it 

lapse. 
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Reappropriating Capital Money for other Capital Projects 
By tradition, available money from legislative adds is reappropriated within an election 
district with little scrutiny. This concept applies primarily to grants, but is sometimes 
extended to capital projects such as roads or schools. 

The executive branch submits capital reappropriations as well, though the reason for 
reappropriation-as opposed to a request for new money-is less clear because there is 
little reason to protect "district money." 

Recommendations: 
1. Capital projects should appear in the capital bill and include normal back-up 

documents. 
2. The tradition of reappropriating legislative adds within an election district should 

be retained. However, legislative reappropriations will show as offsetting negative 
and positive amounts in order to improve reporting capabilities. 

3. The reappropriation process should not extend beyond legislative adds. All other 
extinguishable capital projects should be administratively terminated and the 
money returned to the original funding source. (OMB should provide a list of 
terminated projects. The legislature may wish to force termination of "old" 
projects.) 

4. Money made available by project termination will appear as revenue in the fiscal 
summary but will not appear in the budget system. 

Advantages ofthis approach include: 
I. A cleaner, simpler capital bill-no need to reference administratively-terminated 

projects as the funding source for new projects. 
2. Improved information because all projects will be added to the database. 

(Currently, there is no back-up for capital reappropriations.) 
3. A fiscal gap calculation that adjusts for the termination of projects. 
4. Enhanced scrutiny of projects-all projects compete equally instead of some 

skating by because they are reappropriations. 

Reappropriating Operating Money for Capital Projects 
A reappropriation of this type currently appears in budget reports as a supplemental 
operating reduction combined with a new capital appropriation. That is, the 
reappropriation shows as a "repeal and appropriate" and no change is recommended. 

Recommendations: 
I. The issue is tracking-reappropriation language should always include "not to 

exceed $xx ... " and be specific about where money is from and where it is going. 
2. Transactions moving operating money to capital projects should appear in the 

capital bill, preferably in a single section dedicated to this purpose. 
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. Reappropriating Capital Money to the Operating Budget 
These are rare, and the fact that they are used at all is probably due to a mistaken belief 
that the reappropriation will not appear in budget reports. They appear as a negative 
capital project and a positive operating appropriation. 

Recommendations: 
I. The issue is tracking-reappropriation language should always include "estimated 

to be $xx ... ". 
2. Appropriations moving capital money to operating should appear in the operating 

budget so that subcommittees are aware of all funding made available to an 
agency. 

Summary 
Place in the Supplemental bill: 

1. Operating reappropriations for the open fiscal year 
• Limited to the open fiscal year 
• Specific amount 
• Early effective date 
• Show as offsetting transactions 

Place in the Operating bill: 
1. Carryforward 

• Should be "not to exceed $x" 
• Amount may be revised in December 

2. Capital to Operating 
• Should be "estimated amount of $x" 
• Amount may be revised in December 

Place in the Capital bill: 
1. Capital to Capital 

• Legislative Adds may be reappropriated-they appear as negative and 
positive projects (Executive branch reappropriations should be replaced with 
requests for new projects.) 

2. Operating to Capital 
• Should state "not to exceed $x" 
• Should be specific on where money comes from and where it goes. 
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1007: Interagency Receipts 

1008: General Obligation Bonds 

1009: Revenue Bonds 

1019: State Land Reforestation Fund 

1026: Highways Equipment Working Capital Fund 

1044: Alaska Debt Retirement Fund 

1050: Permanent Fund Dividend Fund 

Duplicated 

1052: Oil/Hazardous Release Prevention & Response Fund 

1055: Inter-Agency/Oil & Hazardous Waste 

1061: Capital Improvement Project Receipts 

1075: Alaska Clean Water Fund 

1079: Underground Storage Tank Revolving Loan Fund 

1080: School Construction Grant Fund 

1081: Information Services Fund 

1086: Southeast Energy Fund 

1087: Municipal Capital Project Matching Grant Fund 

1088: Unincorporaled Community Capilal Matching Grant Fund 

1089: Power Cost Equalization & Rural Electric Capitalization Fund 

1100: Alaska Drinking Water Fund 

1112: International Airports Construction Fund 

1116: Disaster Relief Fund 

1134: Fish and Game Criminal Fines and Penalties 

1135: Alaska Marine Highway System Duplicated Expenditures 

1136: Supplemental Benefits Systems Inter-Agency Receipts 

1137: Deferred Compensation Inter-Agency Receipts 

1138: Health Inter-Agency Receipts 

1145: Art in Public Places Fund 

1147: Public Building Fund 

1163: Certificates of Participation 

1171: PFD Appropriations in lieu of Dividends to Criminals 

1174: University of Alaska Intra-Agency Transfers 

1176: Science and Technology Endowment 

1177: International Trade and Business Endowment 

1182: Educational and Museum Facility Design/ConsllMajorMaint Fund 

1183: Transportation Project Fund 

1185: Eleclion Fund 

1189: Senior Care Fund 

1191: DEED CIP Fund Equity Account 
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1193: Major Maintenance Grant Fund 

1194: Fish and Game Nondedicated Receipts 

1196: Master Lease Line of Credit 

1197: Alaska Capital Income Fund 

Duplicated 

1198: Alaska Fish and Game Revenue Bond Redemption Fund 

1202: Anatomical Gift Awareness Fund 

1208: Bulk Fuel Bridge Loan Fund 

1210: Renewable Energy Grant Fund 
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9 

10 

" 12 
13 
14 
15 
16 
17 

" 19 
_. 
22 

23 
24 
25 
26 
27 
26 
29 
30 
31 
32 
33 
34 
35 
36 

39 

59 
60 
61 
62 
63 

64 

75 
76 
77 
78 
79 
80 

61 

83 
64 
.5 
86 
87 .. 
89 

Notas: 

I 

1 Fund Revenue (Spring 2009) (1) 

(includes bills) 

i 
& RPLs (Revised Programs) 

Ii 
Funded with General Obligation Bonds (norradd) 
Funded with Other Debt Proceeds (non-additive) 

3,210.7 2,825.1 
3,210.7 

3426.0 ~ 
1,810.1 847.6 
1,055.9 20.8 

5600 871.7 

509.7 ~ 
140.9 12.0 

24.1 20.0 
284.7 

60.0 

173.1 ~ 
171.6 1,053.0 

1.5 

3.476.0 
599 .7 

3,985.7 
173.1 

995.3 
953.7 

12.9 
28.7 

95.3 
82.6 
12.7 

153.2 
91.9 
61.3 

24.0 

M 

1,707.0 

841.0 
866.0 

995.3 
95.3 

1,090.5 
1532 

6161.4 
3,611.4 
1,089.6 
1,460.3 

6~7.Q 
235.5 
56.' 

284.7 
SO.O 

1 379.2 
1,316.4 

62.S 

24.0 

1,707.1 

841.0 
866.1 

(1) The Spring 2009 o~ forecast for FY09 is 0.689 mbd at $65.70 per barrel; the FY2010 forecast is 0.655 mbd al $58.29lbbl. 
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~ 41Q.2 

503.6 
151.4 

7.5 
284.7 
60.0 

266.8 
225.0 

41.8 

0.0 

7.0 

~ 4086.1 

~ 
23.0 

~ 325.9 
38.1 263.1 
21.0 62.8 

0.0 0.0 

758.14,9.88.7 

6§O.1 

M 

ill 
.... 0 

.17.1 

660.1 
16.9 

Sn.1 
152.8 



Comparison between Old General Fund Group and New General Fund Group 

Total GF 
OLDGF NEWGF Comparison 

Department GF UGF OGF Total GF Oldta New 
Administration 73,524.4 72,123.6 23.901.2 96,024.8 22,500.4 31% 
Commerce, Community and Economic Development 35,712.5 30,781.0 72,409.4 103,190.4 67,477.9 189% 
Corrections 212,773.8 212,688.8 16,153.9 228,842.7 16,068.9 8% 
Education and Earyy Develo ment 1,109,568.8 1,109,494.9 14,508.3 1,124,003.2 14,434.4 1% 
Environmental Conservation 18,956.5 17,330.4 24,816.7 42.147.1 23,190.6 122% 
Fish and Game 57,237.7 57,219.8 11,502.3 68,722.1 11,484.4 20% 
Office of the Governor 22,485.0 22,480.1 4.9 22.485.0 - 0% 
Health and Social Services 847,773.0 847,773.0 67,586.2 915.359.2 67,586.2 8% 
Labor and Workforce Development 30,201.8 30,115.3 34,281,8 64,397.1 34,195.3 113% 
Law 55,309.1 54,670.6 2,340.3 57,010.9 1,701.8 3% 
Military and Veterans Affairs 11,360.4 11,332.0 28.4 11,360.4 - 0% 
Natural Resources 74,376.2 67,887.3 24,334.3 92,221.6 17,845.4 24% 
Public Safety 129,184.3 127,852.5 13,558.5 141.411.0 12,226.7 9% 
Revenue 18,619.1 20,319.9 14,946.4 35,266.3 16,647.2 89% 
Transportation & Public Facilities 230,238.5 229,499.5 61,209.8 290,709.3 60,470.8 26% 
University of Alaska 323,505.0 323,505.0 293,537.4 617,042.4 293,537.4 91% 
Alaska Court System 87,211.3 87,211.3 - 87,211.3 0% 
Alaska Legislature 64,962.7 64,887.7 842.3 65,730.0 767.3 1% 
Branch-wide Unallocated Appropriations 23,000.0 23,000.0 - 23,000.0 0% 
Agency Operations 3,426,000.1 3,410,172.7 675,962.1 I 4,086,134.8 660,134.7 19% 

I -
Debt Service 140,917.1 151,443.9 23,000.0 174,443.9 33,526.8 24% 
Fund Ca italization 24,082.5 7,500.0 - 7,500.0 116,582.5 -69% 
Direct Appropriations to Retirement Accounts 284,687.5 284,687.5 - 284,687.5 0% 
Special Appropriations 60.000.0 60,000.0 - 60,000.0 0% 
Statewide 509,687.1 503,631.4 23,000.0 I 526,631.4 16,944.3 3% 

I 
Above the line 3,935,687.2 3,913,804.1 698,962.1 4,612,766.2 677,079.0 17% 
duplication 
PFD 
AdJustd Above the line 3,935,687.2 3,913,804.1 698,962.1 4,612,766.2 677,079.0 17% 

Savings (now in xfers) (1,052,562.3 ) 1,052,562.3 -100% 

Total 2,883,124.9 3,913,804.1 698,962.1 4,612,766.2 1,729,641.3 60% 

Fund Transfers (943,141.3) 1,724,041.7 780,900.4 780,900.4 

I 
PF is independent 

PF realized eamings 2,371,000.0 
Perm Fund Div 841,000.0 
PFIP 866,000.0 
PF Net deposit to ERA 664,000.0 
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eliminate risk associated with investing, nor does it prohibit Fund principal from 
declining when "risk ofloss" turns real. The language is designed to protect 
principal from appropriation, not from investment losses. 

Because future Fund earnings will not be affected by where losses are booked­
all accounts within the Fund are pooled for investment purposes-it may appear 
that there is little reason to care where the losses are booked. The key is that 
corpus cannot be appropriated, while the ERA is available for appropriation. 
Reducing the amount of money in the ERA (by booking all realized losses to the 
ERA) infringes on the legislature's power of appropriation. It also may affect the 
ability to pay dividends and/or to inflation proof the Fund, but that topic is not 
discussed here. 

Mike Barnhill, with the Department of Law, suggested several clarifying options 
open to legislators: 

a. Ifthe legislature does not take action to approve the Permanent Fund's 
proposed accounting treatment, the net annual realized losses would be 
booked proportionately to the accounts that were the source of the 
invested money. This is not what the Fund is doing; as noted above, the 
Fund booked all net realized losses to the ERA. This option would reduce 
the value of the permanent fund principal by approximately $2.5 billion. 
Tentatively, the Department of Law believes that future realized gains 
would have to be offset against this realized loss before any further 
deposits to the ERA could be made. I do not share the Department's 
opinion; absent an appropriation restoring principal, the principal simply 
retains the loss. 

b. If a reduction of corpus is unpalatable to the legislature-knowing that 
booking losses to the ERA may affect the ability to pay dividends and/or 
to inflation proof the fund-then there are two options: 

I) Appropriate money from the ERA (or general fund) to principal in 
order to offset the realized losses. The appropriation mayor may 
not apply to the AmHess portion of principal. The legislature may 
wish to consider whether such an appropriation should be 
accounted for differently than past "special appropriations," since 
the purpose of it is to restore a net realized loss, which has never 
before happened. 

2) Include language in an appropriation bill that acknowledges that 
booking all realized losses to the ERA is acceptable to the 
legislature. My view is that this is a weak option; appropriation 
language is preferable. 
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2. Losses allocated outside the Permanent Fund. The Fund booked $33 million of 
the FY09 realized loss to the Capital Income Fund (CIF), which is not a part of 
the Permanent Fund. Their decision was based on an appropriation of AmHess 
earnings to the CIF (sec. 9(d), Ch. 27, SLA 2008). An appropriation of earnings 
typically refers to positive amounts; negative earnings imply a zero transfer. 

After discussion, the Fund revised their proj ections to show a zero transfer in 
FY09, but proposes (and shows in their projections) that future AmHess earnings 
be unavailable for transfer to the CIF until the $33 million share of the realized 
loss has been replenished. Again, there are several options from which the 
legislature may choose (all refer to future earnings, acknowledging that the FY09 
transfer to the CIF is zero): 

a. The FY09 loss would be booked to the AmHess principal, which will 
forever reduce the earnings potential of the account (and reduce the annual 
deposit to the CIF). FY201 0 Am Hess earnings will be deposited in the 
CIF, essentially recognizing that each annual appropriation of AmHess 
earnings is an independent act. 

b. Appropriate money from the ERA (or general fund) to AmHess principal 
in order to offset the realized losses. This option effectively assigns the 
realized loss to the ERA. This decision does not have to be consistent with 
the decision regarding the "regular" corpus, and it could have an impact 
on dividends. 

c. Revise FY2010 appropriation language (sec. 14(a), Ch. 15, SLA 2009)­
and draft FYII language-to reduce the transfer of AmHess earnings to 
the CIF until the $33 million FY09 realized loss is absorbed. This is the 
option now proposed by the Permanent Fund; it effectively transfers the 
realized loss to the CIF over time. The revised Permanent Fund 
projections incorporate this option despite the belief (of the Department of 
Law and the Legislative Finance Division) that it requires legislative 
action. 

APFC Comments 

Fund staff believes that its accounting treatment on this issue is consistent with relevant 
statutes, statutory objectives, and Department of Law advice. In addition, while Fund 
staff acknowledges that the PF has never before closed a fiscal year with a net realized 
loss, PF "realized losses" have always (i.e., for over 25 years) been booked to the ERA 
(or to the AmHess subaccount of the ERA). Fund staff also indicated that they would 
present the issues discussed in this "heads up" differently. They would welcome an 
opportunity to be heard by the legislature. 
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What needs to be done? 

Nothing soon. The Governor's budget may include language on this topic. If so, it should 
prompt discussion in the finance committees. That discussion may drift to cover the array 
of options and how they may affect future dividends, inflation proofing and deposits to 
the CIF. If the Governor's budget does not address the issue, the legislature can draft 
language corresponding to the choices presented above. Absent direction from the 
legislature or a legal opinion to the contrary, the PF Corporation has indicated that it will 
continue to book realized loses to the ERA. The legislature may also wish to consider 
revising statutes to clarity the definition and disposition of income and the placement of 
the ERA within the Permanent Fund versus the general fund. 

I believe the flow chart below addresses many of the issues raised during our discussions. 
It would require some politically sensitive legal drafting and has not been endorsed by 
either OMB or the PF Corporation. 

Suggested Statutory Revisions Affecting the Flow of Permanent Fund Income 

Corpus 

!=wm'.M~' I 
r_r-end depHit of net realized I 
inca .... (if positive) 

~-'~''""1 General Fund 

Earnings Clearing 
Account Reserve 

within the PF Account 

(1) 

principal, so ('Nithin the 

not subject to GF,but 

appropriation managed 
bylhe PFC) 

Gains and losses accumulate In the clearing account.untll 
ear-end 

(2) Because the clearing account is within the PF, 1) no 
appropriation to principal is required if losses are incurred 
and 2) the balance is not subject to appropriation. (The year 
end de osit to the ERA occurs without a ro riation 

(3) If the balance of the clearing account is positive at year­
end, the balance is deposited in the ERA, which is a 
subaccount of the general fund that is managed by the 
PFC. 0 tional--could be mana ed b DOR 

(4) If the balance of the clearing account is!!Q1 positive at year­
end, there is no deposit to the ERA and the negative 
balance is carried forward to the following year, so there are 
no future de osits to the ERA until the loss is recovered. 

(5) The same concept applies to the Amerada-Hess portion of 
principal, except that year--end deposits go to the Capital 
Income Fund within the eneral fund 

(6) No chan e to inflation roofin or PFD formulas is re uired. 
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Another Reason for Concern: Access to the Constitutional Budget Reserve Fund 

Section 43(c) of the FY2010 capital bill appropriates money from the Constitutional 
Budget Reserve Fund (CBRF) to the general fund. The amount of the appropriation is the 
amount available for appropriation in FY201 0 less the amount appropriated in FY09, 
which is the amount accessible by simple majority vote as provided by Article IX, section 
17(b) of the Alaska Constitution. 

There are a number of legal and technical issues that make calculation of the amount of a 
simple majority draw under section l7(b) problematic. Those difficulties are not 
reviewed here, and the following discussion undoubtedly oversimplifies the situation. 

The amount available for appropriation in FY2010 includes the sum of unrestricted GF 
revenue and the Eaming Reserve Account (ERA) of the Permanent Fund. Projected 
FY2010 general fund revenue is about $2.7 billion less than FY09 appropriations. A 
revenue reduction alone does not permit simple majority access to the CBRF-recall that 
the ERA balance is considered available for appropriation. In the past, a large ERA 
balance typically precluded simple majority access to the CBRF. 

Under the Permanent Fund's method of allocating FY09 realized losses, the projected 
cash balance of the ERA going into FY2010 is $2.5 billion less than it would be if the 
Permanent Fund's realized losses were attributed to principal rather than to the ERA. The 
FY09 year-end balance of the ERA was about $422 million-far too little to offset the 
decline in revenue-making a l7(b) draw a possibility. 

Bottom line: using current revenue projections and the FY09 ERA balance (under the 
Fund's method of allocating losses), the appropriation from the CBRF to the general fund 
under l7(b) could be more than $2 billion, while attributing the FY09 losses to principal 
will reduce or eliminate the amount appropriated to the general fund under l7(b). 

There is no guarantee that there will be a l7(b) draw if the Fund's allocation method is 
used. The amount accessible under l7(b) would decrease as the amount available for 
appropriation increases. This can occur through: 

• GF revenue increases 
• Other revenue increases 
• ERA balance increases 
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