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appropriations on that basis. Because they will know the BRF
balance and maximum possible outlay at the start of the session,
legislators also will be able to estimate the amount of outlay
likely to be forthcoming from the BRF, and incorporate that

extra amount into their appropriations. If the shortfall
materializes, the BRF outlay will be transferred 1ir.fo the
General Fund at the close of the budgeted fiscal year. If

revenue collections turn out not to fall below the 95 percent
floor, no BRF money will be released.

Conversely, 1if revenues for the fiscal year being budgeted are
expected to exceed the 115 percent ceiling, legislators will be
able to make appropriations up to the ceiling. Knowing the BRF
balance and capacity at the start of the session, as well as

the expected surplus above the 115 percent ceiling, legislators
also will be able to add to their appropriations an estimate of
how much excess surplus 1is likely to be available for additional
appropriations above the 115 percent ceiling level. The excess
surplus for appropriations will then become available at the
close of the budgeted fiscal year, if a revenue surplus materi —
alizes. IT revenue collections curn out not to exceed the 115
percent ceiling, there will be no excess surplus for appropria—
tions .

Under both sets of circumstances described above, legislators
will retain their current flexibility in fine-tuning appropria—
tions during the following legislative session, based on
then-prevailing revenue forecasts.

Discussion: BRF

Regarding capitalizion, it must be said that it would be
possible to establish the BRF without any initial capitalization
Doing so would have the effect of activating the appropriation
limit, and placing the BRF on the books. This would mean that
the ERF would not be able to provide any budgetary assistance
until such time as revenue surpluses might occur 1in the future.

IfT the BRF 1is to provide budgetary assistance during the coming
years of expected revenue decline, however, it will need to be
initially capitalized by the State.

The best level of initial capitalization for the BRF 1is ultimate
ly a matter of judgement. Simulations conducted by the Office
of Management and Budget (OME), however, suggest that an

initial capitalization of less than S500 million could result

in a steady draw-down of the account, particularly if current
revenue forecasts prove accurate. The same simulations indicate
that an initial capitalization of $1 billion would go far
towards avoiding that possibility, particularly if the BRF 1is
allowed to retain 1its interest earnings.



The best size fcr the maximum annual outlay from the BRF is
also a matter of judgement. The Office of Management and
Budget simulations indicate, however, that (at a $1 billion
level of initial capitalization) restricting outlays to a
maximum of 25 percent of the BRF"s balance probably is suffi—
cient to assure a continuing lifespan for the fund, yet still
provide meaningful amounts of assistance in years when assis—
tance 1is needed.

The BRF 1is not intended to serve as a State savings account,

but rather as a kind of cash management account. Therefore,
its capacity (maximum size) 1is limited in this proposal to a
level equalling one calendar-year®s appropriations. This is

done to avoid the theoretical possibility of accumulating large
cash balances 1in the BRF.

For the same reason, and to allow flexibility in making
appropriations during periods of sudden or sustained revenue
increases, this proposal also stipulates that a portion of
large revenue surpluses be kept available for appropriations
through the excess surplus (surplus above the BRF"s capacity)

provisions governing the BRF. Similar spillover provisions
apply 1in cases where the BRF"s interest earnings may cause the
account®"s capacity to be exceeded. Both sets of provisions

allow appropriations in excess of the 115 percent level.
Discussion: Appropriation Limit

Two general considerations need to be addressed regarding the
proposed appropriation limit. One 1involves the scope of the
appropriation limit; the other involves timing considerations
underlying the limit"s application.

The proposal restricts the scope of the appropriation limit to
Unrestricted General Fund revenues. This restriction has been
adopted 1in order to avoid situations where fiscal events beyond
the State"s control (e.g, fluctuations in federal funding)
might affect the appropriation limit* s floor and ceiling
thresholds, or trigger BRF outlays. This allows the
Legislature and the Governor to respond to such external fiscal
events as they best see fit, rather than have their response
dictated. In keeping with this purpose, the proposed appro—
priation limit also does not allocate or otherwise distinguish
between operating and capital budget appropriations.

The proposal employs a calendar-vear basis (i.e., the total
appropriations made in the calendar year preceding any given
fiscal year) to set the appropriation limit"s floor and
ceiling, as well as to set the capacity of the BRF. There are
two reasons for adopting the calendar-year basis.



One reason is to provide clear bvdget planning guidelines:
public officials will know by the start of a legislative
session the relevant numbers and limits with which they will be
working in setting the coming fiscal year®s budget. If, for
example, the appropriation limit"s floor and ceiling for the
fiscal year (FY) 1990 budget were based on fiscal year 1989
appropriations, 1instead of on calendar year 1989 appropriations
legislators convening 1in January 1989 would not know the
appropriation ceiling or floor for the FY 1990 budget until
after the 1989 session had ended (and the Governor had approved
or vetoed FY 1989 supplemental and special appropriations made
during the 1989 session). Nor, for the same reason, would
legislators know the BRF®"s FY 1990 capacity, for purposes of
estimating any excess surplus or spillover funds that might
come available for appropriation.

The second reason for adopting the calendar-year basis 1is to
preserve, without sacrificing certainty about budget floors and
ceilings, the flexibility that public officials currently have
in requesting and making supplemental and special appropriations
during follow-up legislative sessions.

To illustrate the operation of the BRF and its companion
appropriation limit, three sets of figures and tables are
attached to this proposal. All of the attachments assume that
the BRF and the appropriation limit are first applied to the
FY 1988 budget.

(For the sake of simplicity, all of the attachments also assume
that all budget appropriations for a given fiscal year, includ-—
ing supplemental and special appropriations, occur during the
same legislative session.)

Note: In all of the attachments, the FY 1997 total
appropriation amount of $2,664 billion represents Governor
Sheffield"s preliminary FY 1987 Executive Budget proposal.
Appropriation levels affected by the BRF and its appropriation
limit begin in FY 1988.

Ficure 1 is based on the Department of Revenue (DOR) December
1985 30th percentile forecast for Unrestricted General Fund
revenues, for the period FY 1987-2000. The figure assumes an
initial capitalization of $700 million for the BRF, and
indicates the appropriation levels vhat would result under the
BRF proposal. As can be seen, the BRF would contribute a total
of approximately $550 million to tha General Fund for
appropriations between FY 1988 and FY 1992 in this scenario.
Beyond FY 1992, the apparent flattening of revenues indicated
by the forecast causes no triggering of BRF activity. (Table 1
is the accompanying spreadsheet, from which Figure 1 1is
generated.)



Figure 2 is based on DOR®"s December 1985 mean (mid-range)
forecast for Unrestricted General Fund revenues, for the period
FY 1987-2000. This figure also assumes an initial capitaliza—
tion of $700 million for the BRF account, and indicates the
appropriation levels that would result under the BRF proposal.
As can be seen, the BRF would be triggered only once 1in this
scenario, contributing approximately $27 million to the General
Fund in FY 1988. The BRF would not be triggered again during
the period of this forecast, as revenue collections remain
above the 95% floor level through FY 2000. (Table 2 is the
accompanying spreadsheet, from which Figure 1 is generated.)

Figure 3 represents a hypothetical version of Figure 1. Like
Figure 1, Figure 3 1is based on DOR"s December 1985 30th
percentile forecast for Unrestricted General Fund revenues, and
assumes an initial capitalization of $700 million for the BRF
account. This hypothetical case assumes, however, that an
unexpected $600 million windfall occurs 1in FY 1992. As can be
seen from Figure 3, the BRF functions the same way as it does
in Figure 1 through FY 1991, but following FY 1992 spreads part
of the surplus generated by the FY 1992 windfall across the
period FY 1993-1994, contributing a total of approximately $210

million to the General Fund during those two fiscal years. The
relative stabilization of revenues beyond FY 1994 causes no
triggering of BRF activity. (Table 3 is the accompanying

spreaashe at.)
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TABLE 1
CONTRIBUTIONS TO
BUDGET RESERVE FUND PERMANENT FUND
nASQCOMSIIIAIMIS: T700 M U ON CAPITALIZATION FY Starl PF FYEnd
30THPETTCENTILEINJGF REVENUES. FY 1907-2000 FY Balance Earning* Deposit Balance
Coiling (t%): 15% Cnplinlizallon: 700 OECEMBER 1005 FORECAST - _W- —X- —Y .- —7Z—
floor (=%): 5% Maximum Outlay: 25% - ($M,HioOns) 1007
Intorest Rato: 0% Spilovor Sponding: 25% 1000 . . 0 0
1009 0 0 0 0
1090 0 0 0o 0
UMF Capacity = Previous Calendar Yoai'a Appreciations 1001 0 0 0 0
1092 0 0 0 0
IJHF Oidlay Limit = 25% o< FY Start Dalnnoo 1003 0 0 0 0
1004 0 0 0 0
UfIF accounl retains Its enrolngn 1095 0 0 0 0
1006 0 0 0 0
Spondingd’ F Adjustment = yonr onrt od Jusimonl to Loop BRF balance 1007 0 0 0 0
under capacity limit: oxcoss dlvLlod between spending and PF. 1000 0 0 0 0
1000 0 0 0 0
Model ossinnos that oil lund transaction!) (deposits, outlays, 2000 0 0 0 0
and intorcsl entnlnps) aro rocopnlrod at doso o< liscnl year.
TOTAL 0 0
IF REVENUES
IF OF.VENUES ABOVE CE1JfIG BELOW FLOOR
BUDGET RESETTVEFTIND
Perm.
Prav. CY CoUng Floor BRF  Addod Fund BRF TolalCY FY Start Fund Maximum SpondEPF  FYEnd
FY Hovonuas Approp'3 %) (-%) Surplus DoposH Spending Deposit Shortfall Oultay Approp.'a FY  Balance Capacity Outlay Deposit Outlay* Earnings Adjustment Balance
— — U - —C™ -D - — E— —F— —G—  -11- —1- —J- —K- — L— — —-0—- —P- —Q— —n- —S— —T- —U- —V-
1907 2,710 2,604 1087
1006 2,257 2,664 3,064 2,531 0 0 0 0 273 175 2,432 1000 700 2.664 175 0 175 63 0 606
1900 2.109 2,432 2,707 2,311 0 0 0 0 202 147 2,256 1069 580 2,432 147 0 147 53 0 404
1990 1,900 2,256 2,505 2,143 0 0 0 0 163 123 2,104 1000 494 2,250 123 0 123 44 0 415
1091 1,016 2,104 2,410 1,090 0 0 0 0 83 03 1,090 1001 415 2,104 104 0 03 37 0 369
1992 1,875 1990 2.200 1,000 0 0 0 0 il 24 1.090 1002 360 1,000 02 0 24 33 0 378
1903 1,004 1,009 2,104 1,004 0 0 0 0 0 0 1,004 <003 378 1,800 05 0 0 34 0 412
1004 1,002 1,004 2,100 1,000 0 0 0 0 0 0 1,002 1094 412 1,004 103 0 0 37 0 440
1005 1,058 1,002 2,104 1,700 0 0 0 0 0 0 1.058 1005 440 1,002 112 0 0 40 0 400
1096 1,000 1,055 2,133 1.762 0 0 0 0 0 0 1,008 1000 400 1.055 122 0 0 44 0 634
1997 1.021 1,000 2,079 1,718 0 0 0 0 0 0 1,821 1097 634 1,000 133 0 0 40 0 602
1998 1,013 1,021 2,004 1,730 0 0 0 0 0 0 1.013 1000 582 1,021 145 0 0 52 0 834
1999 1,004 1,813 2,004 1,722 0 0 0 0 0 0 1,004 1090 634 1,813 150 0 0 67 0 601
2000 1,706 1,004 2,075 1,714 0 0 0 0 0 0 1,790 2000 Fol 1.004 173 0 0 62 0 753
0 0 0 653 25.372 o 0 553 GO

TOTAL:  24.010

Sonrcu: Cilice ol Management and Biidnnl. OMsInn ot Slraionlc Planning
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CASECONSIUAIMTS:

15%
5%
0%

Capllalijallon;
Maximum Oullay:

Coiling |i%):
floor (=%):
Intorosl Rale:
11 IF CapacKy = Previous Calendar Year's Appropriations

MIF Oullay Limit = 25% o< FY Slart Balance

DfIF account retains Its oarnings.

Spillover Sponding:

700
25%
25%

Spondmi/l’F Adkuslinon! = yoer end ad|tislmor.l to Koofi OnF bolanoo
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Added
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Prov. CY Celling Floor BRF
FY Rovennas Approp.'a (*%) Surplus DoposN Sponding

—0 - -~C~ —D- —E— P —G—

1907 2.904
1008 2,503 2.064 3,064 2,531 0 0
1009 2/191 2,531 2.910 2,404 0 0
1990 2.474 2.401 2,065 2.306 0 0
1991 2.441 2,474  2.045 2,350 0 0
1992 2,450 2,441 2,007 2,310 0 0
1093 2,040 2.450 2,817 2,327 0 0
1094 2,092 2.040 3,045 2.510 0 0
1095 2,707 2.692 3,000 2,550 0 0
1990 2,790 2,707 3,200 2,640 0 0
1997 2.6C0 2,700 3,200 2.650 0 0
1090 2,091 2.000 3.290 2,725 0 0
1099 2,(190 2,091 3,325 2,747 0 0
2000 2.000 2.090 3.324 2,746 0 0
101A1 34,720 0

#

Source; Ollico ol Mniianuninnl and Undpol. Division ¢ Sltalonlc Planning

Perm.
Fund
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TABLE 2
BUDGET RESERVE FUIID
J700 MLLON CAPITALIZATION

MEAN FORECASTED UGF REVENUES. FY 1907 - 2000
DECEMBER 1005 FORECAST

(jMtftra)

IFREVENUES

below aoon
BRF Total CY FY Slart
Shorlloll Oullay Appvop.'s FY Balance
—J— — K- — L— — — 0 —

2.664 1007
127 27 2.531 1000 700
0 0 2,401 1009 730
0 0 2.474 1090 002
0 0 2.441 1001 074
0 0 2,450 1092 053
0 0 2,640 1093 1,030
0 0 2,692 1094 1,132
0 0 2,787 1006 1,234
0 0 2,700 1000 1,345
0 0 2,000 1097 1.400
0 0 2,091 1000 1,500
0 0 2,090 1009 1,741
0 0 2,000 2000 1,090
27 34,753

Fmd

Capacity

—pP-

2,064
2,531
2,401
2,474
2,441
2,450
2,040
2,092
2,707
2,790
2,060
2,001
2,090

FYSlad

CONTRIBUTIONS TO

PERMANENT FUND

FY Balance Faming!

1987
1908
1960
1090
1991
1092
1093
1994
1905
1090
1007
1998
1009
2000

TOTAL

— W -

OO0 00O OO0 O0OO0OO0OO0O OO

BUDGET RESERVE IBUB

Maximum
Oullay
J— Q_

175
104
200
210
230
2G0
203
300
336
306
300
435
475

-X -

OO0 00O OO0 OO0 O oo

Doposit Outlay* Eemlngi

—0n -

[« eleNelNeNeNeNeNeNeo oo Ne)

— s -

N
~

[elelie el lNeNoNe o Ne Neo Neol

N
~

_T—=

63
60
72
70
00
03
102
111
121
132
144
157
171

1,300

PF FYEnd
DeposK Balance

—Y—

[=leNelelNeNele e Ne Ne NeNeo o)

SpondZPF

—z -

[elelelelNeNe oo NeNe Nole BNl

FYEnd

Adjustment Balanco

—u -

elielelNelNelNe e Ne o loNolNolNo)

V-

736
002
674

1.930
1,132
1,234
1,345
1,460
1,500
1,741
1,090
2,000



FIGURE 3-BUDGET RESERVE FUND
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CASE CONSTRAINTS:

Coiling (='Jo): 15% Capitalization:
Floor (-Vo): 5% Maximum Outlay:
Inlorosl Dalo: 8% Spllovor Spondng:

DDF Capacity =Previous Calendar Voar'i -N-proprtations
BRF Oullay Limit = 25% ot FY Slart Bavince

Hill account retains its earnings.

700
25%
25%

Sponding/PF Adjustment «yoar end adjusimonl to koop BRF balanco
undor capacity limit; excess divided belwoon spending Mid PF.

Morkil assumes that ell lund Ironsodlons (deposits, outlays,
and Inlorosl earnings) are rocognlred al close ol llscal yoor.

IFREVENUES ABOVE CEIWO

Prev. CY Collino Floor BRF  Added
FY Movenuus Approp.'s (*%) (-Vo)  Surplus Doposll Spending
- — B— —C- —D-~ — E - —F- —G— —H—
1907 2,710
1900 2,257 2,664  3.064 2,531 0 0 0
1900 2.100 2,432 2,707 2,3(1 0 0 0
1090 1,000 2,256  2.595 2,143 0 0 0
1901 1,916 2,104 2,419 1,999 0 0 0
1992 2,475 1,999 2,298 1,899 176 176 0
1993 1.90-1 2.290 2.G43 2,101 0 0 0
109-1 1.012 2.040 2,356 1,046 0 0 0
1995 1,055 1,946 2,239 1,840 0 0 0
1090 1.000 1.055 2,133 1,762 0 0 0
1997 1,021 1,000 2,070 1,719 0 0 0
1990 1.013 '1,021 2.004 1,730 0 0 0
1099 1,001 1.013 2,004 1,722 0 0 0
2000 1.70G 1.804 2,075 1,714 0 0 0
101 Al : 25,410 176 0
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TABLE 3

BUDGET RESERVE FUND

30Til PERCENTILE UGF REVENUES, FY 1007 -2000
DECEMBER 1965 FORECAST

ASSUMES $600 MILLION WINDFALL

((Millions)
IFREVENUES
BELOW FLOOn
1 1
Perm.

Fund BRF Total CY
Deposit SliotllaH Outlay Approp.'e
-1 —J- —K- — L—
2,664

9 273 175 2,432

0 202 147 2,250

0 163 123 2,104

0 93 93 1,099

0 0 0 2,290

0 200 145 2.0)0
0 64 64 1,046

0 0 0 1,055
0 0 0 1,008

0 0 0 1,021
0 0 0 1,013
0 u 0 1,004
0 0 0 1,706
0 737 25,000

FY
1087
1000
1009
1000
1091

1992
1003
1004
1005
1006
1007
1096
1090

2000

IN FY1932

FY Slart  Fund

Balance Capacity

— O0— —_p-
700 2.664
666 2,432
404 2.250
415 2,104
369 1,999
576 2,200
406 2,046
465 1.046
607 1,855
653 1.000
603 1,621
657 1,813
710 1.004

FY Start

FY Balance

— — V-
1907

1008 -
1000
1090
1001
1092
1003
1004
1005
1006
1007
1098
1009
2000

OO O O0OO0OO0OO0OOO0O O OO

TOTAL:

BUDGET RESERVE FUND

Maximum
Oullay

_Q_

175
14/
123
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145
121
110
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Deposit Outlays
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147
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0
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[
~
OOOOOOOOmOOOO

O O O oo o

=
-
o

737

CONTRIBUTIONS TO

PERMANENT FUND
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FYEnd

Deposit Balanco

—Y—

O OO0 OO0 O OO0 O W O o

Spend/PF

—7-

O 0O 0O 0O 00 000 OO0 OoO OO

FYEnd

Earning* Adjustment Balanco

I

93
63
44
37
33
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44
42
40
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60
64
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—_u -

Oo0ocooocoooo®o0o0oo

— V-

698
404
415
3G9
578
406
465
607
653
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657
716
701



REVENUE INFORMATION

(unrestricted GF;
$ millions)

FY 87 Revenue Available for Appropriation

(excluding TAPS settlement 1increments) 2,698.9 1
Executive Budget Proposal (2,665.1) 2)
Estimated FY 87 Year-End Balance 33.8 3)

Revenue Available for Appropriation to
BRF Account
Rainy Day Fund (Estimated FY 87 year-end

balance) 280.0
TAPS Settlement Increments 4)
FYy 1982-85 Refunds and Legal Fees 120.0
FY 86 Income from Settlement 59.2
FY 87 Income from Settlement 156.9
336.1
8g Settlement 56.0 5)
ARCO Severance Tax Settlement 243.0
Total 915.1

1) FY 87 Executive Budget Book, Table 1-2., p. 8.
2) FY 87 Executive Budget Book, Tab”e 1-1., p. 6.
3) This amount 1is intended to cover FY 86 year-end accounting adjustments

to the General Fund, and FY 36 and FY 87 supplemental appropriations.

4) Department of Revenue, 30th percentile estimates 1/86. Unrestricted
General Fund TAPS 1income received prior to March 1, 1986 will be
deposit.ied to the Rainy Day Fund according to Sec. 762, Ch. 105, SLA

1985.

5) Whether efforts to achieve a Congressional settlement of thisdispute
will be successful remains to be seen. However, adistribution of the
escrow account 1is possible in 1986. This would result in a payment to

Alaska of about $56 million.



THE EUDGET RESERVE FUND, FORWARD FUNDING,
AND CASH-BASED BUDGETING

A COMPARISON

The Budget Reserve Fund is not a forward funding proposal, or a
cash-based budgeting proposal. It is instead very different
from either of those two budget management approaches. How it
differs, and how forward funding and cash-based budgeting
themselves differ, are explained below.

Strictly speaking, forward funding and cash-based budgeting are
not identical or even similar approaches to budgeting. Al —
though the phrase "forward funding"-is often applied to both,
the two are in fact quite distinct.

"Forward funding”™ traditionally refers to a multi-year budget—
ing process, whereby all or some appropriations are made for
several years at a time. This approach allows managers and
program constituents to know ahead of time what their general
level of program resources 1is likely to be in (e.g.) the coming
two or three fiscal years, and thus plan accordingly. Although
appropriations for future years are always subject to revenue
availability and legislative change, forward funding neverthe —
less does provide a degree of certainty about future progranm
operating levels. Usually, forward funding does not entail the
build-up of any special fund or account, though such a mecha-—
nism may be used in some circumstances to forward-fund a
particular program or group of programs.

"Cash-based budgeting”, by contrast, does not entail multi-year
appropriations and does not provide certainty about future
program operating levels. What it does provide 1is certainty
that annual appropriation levels will match available revenues.
This 1is usually accomplished by establishing a cash fund or
account whose starting balance roughly equals one fiscal year-™s
worth of revenues. The amount of revenues 1in the fund then
becomes the effective appropriation limit for setting the
coming fiscal year®s budget, and fund revenues are used to pay
for budget expenditures incurred because of those appropriations.
Revenues received during that coming fiscal year are used in
turn to replenish the fund, with the fund®"s balance at the
close of that fiscal year becoming the amount available for
appropriation for the succeeding fiscal year. Same-year budget
certainty under a cash-based budgeting system is thus assured,
because annual appropriations are limited to the amount of cash
on hand that 1is available to pay for them. (Conversely,
cash-based budgeting provides no certainty about the level of
appropriations in succeeding fiscal years, because annual
“appropriation levels simply track annual fluctuations in
overall revenue receipts.)



The Budget Reserve Fund (BRF) represents yet a third approach

to budgeting, and is different from forward funding and
cash-based budgeting both 1in purpose and function. Where
forward funding aims at multi-year certainty about funding
levels, and cash-based budgeting aims at limiting appropriations
to the amount of cash on hand, the BRF proposal aims at smooth—
ing the fluctuations 1in annual budget levels. The goals of the
BRF proposal are thus to eliminate the year-to-year budgetary
and program disruptions caused by oscillating petroleum revenues
and, 1in toing so, to minimize the economic dislocations caused
by widely varying annual State expenditure levels. The BRF and
its accompanying appropriation limit, consequently, function to
withhold surplus revenues when surpluses occur, and to use

those withheld revenues to augment appropriations in other

years when revenues fall. The end result is therefore not
budgetary certainty of the kind provided by forward funding or
by cash-based budgeting, but rather the providing of a hedge or
"buffer" against future precipitous changes in State revenue
flows.

In sum, where forward funded provides limited multi-year
budgetary certainty (subject to revenue availability and
legislative change), and where cash-based budgeting provides
high same-year budgetary certainty (but no multi-year certainty,
because of varying annual revenue flows), the BRF proposal
serves to minimize the budgetary nd economic disruptions

caused by annual fluctuations in ;ate revenues.



QUESTIONS AND ANSWERS ABOUT
THE BUDGET RESERVE FUND (BRF)

Why have £ Budget Reserve Fund?

Alaskans face two fiscal management problems. The first is
long-term decline in oil production and oil revenues. The
second problem 1is that this decline may be marked by fluctu—
ating revenues, higher in some years, with steep drops in
others. The Budget Reserve Fund is designed to smooth out
these variations 1in order to provide greater fiscal stability
ai.d, thereby, to lessen the economic and social consequences of
re* =;nue variability. This smoothing 1is, 1in part, accomplished
by a spending limit which takes revenues from years of revenue
increase in order to spend them during years of revenue decline.

What happens to the Rainy Day Fund (RDF)?

The proposed BRF enabling legislation calls for the repeal of
the RDF and its replacement with the BRF. The central purpose
of the RDF is to assure a flow of petroleum revenues when
petroleum flow is interrupted. A special session 1is required
to use RDF funds for that purpose. The BRF can augment petro—
leum revenues 1in those circumstance targeted by the RDF, as
well as in a variety of other revenue shortfall situations.
Unlike the RDF, no procedural difficulties will impede use of
the BRF.

What happens to the Budget Reserve Fund if revenue forecasts
change?

The Budget Reserve Fund is designed to function in a variety of
revenue scenarios. The fund adapts to changes in Alaska“s
revenue stream. It can supplement declining revenues 1in order
to cushion and smooth what might be too sharp and variable a
revenue descent, or it can hold down budget growth in times of
rising revenues.

What if we have a sustained revenue 1increase?
The Budget Reserve Fund is designed to function if Alaska

experiences a dramatic, sustained upward changein petroleunm
revenues.

Several effects would be observed. Budgets would be prepared
at the 115% 1level; thus spending would rise annually. Revenue
amounts in excess of the 115% 1level would go into the BRF until
its capacity was reached. Each year the capacity of the BRF

fwould increase by the same amount as additionally appropriated
in the preceding calendar year (capacity 1is based on appro—
priations made during the preceding calendar year). Each year,

any "spillover™ would be distributed to the Permanent Fund



(75%) and to the General Fund (25%), effectively increasing the
115% limit and, therefore, increasing the next year®s 115%
threshold calculation and BFF capacity calculation. At appoint
when revenues decline, the fund capacity would shrink, freeing
as "excess"™ to capacity amounts that could be spent to moderate
a downturn.

What do the "thresholds"™ mean?

The BFF attempts to keep appropriations from year to year
within a range of variation. Thus, the BRF will supplement
revenues to within 5% of the previous year®s appropriations (if
that supplementary amount 1is not more than 25% of fund balance)
and will Tlimit budget growth to no more than 15% greater tnan
the previous year®"s appropriations (except as permitted by
"spillover"” provisions). This 20% spread, with most of the
variance on the high side, should provide for a smoother and e
less disruptive spending pattern.

The 95% and the 115% are called "thresholds"” or "triggers"”
because they signal either fund outlays or fund deposits.

How does the "spillover™ provision work?

In times of rising revenues, the State may collect revenues in

excess of the 115% appropriation limit. Any such excess funds
would first go to the Budget Reserve Fund to replenish it to
its capacity (previous calendar year®s appropriations). Any

revenues remaining after fillinc the BRF to capacity
("spillover"), would be aistriluted to the Permanent Fund (75%)

and to the General Fund (25%) . The 25% in the General Fund
would be available for appropriation, even though in excess of
the 115% Tlimit. Any appropriations of General Fund "spillover™

would be additional revenues calculat-ed as part of the base for
the next fiscal year.

What happens if we have a revenue windfall?

The effect of a revenue "spike" or "windfall"” depends on its
size. A spike may be small enough that it falls beneath the
115% ceiling and gets spent. In this case, the next year®"s
spending ceiling is raised by the additional amount appropri—
ated. Or the spike may be larger, exceeding the 115% ceiling.
In this case, the additional windfall revenues would be placed
in the fund, up to the capacity of the fund. Windfall revenues
in excess of those replenishing the fund would be divided
between rhe General Fund (25%) and the Permanent Fund (75%).
Excess revenues transferred to the General Fund (the 25%) could
be appropriated regardless of the 115% ceiling, and they would
be included in the calculation of the next year > floor and
ceiling thresholds.



How does the 1level cf capitalization affect fund performance?

The ability of the fund to augment revenues during times of
revenue decline 1is largely dependent on the level of capi—
talization of the fund: the larger the fund, the longer it
will be able to significantly supplement declining revenues.
Thus, capitalization of the fund, to the extent permitted by
fund capacity (preceding calendar year®s appropriations),
influences both fund longevity and potential annual outlays.

Why does the Budget Reserve Fund retain its interest earnings?

The long-term ability of the fund to provide supplementary
revenues 1in times of revenue decline depends on fund size. If
drawn down, the initial capitalization of the fund can be
replenished by interest earned on the fund balance and by
deposits in times of rising revenues cf sums over the 115%
spending ceiling. The steady accumulation of interest earnings
assures additional fund revenues, even 1in declining revenue
times, and extends the effective "life"” of the fund.

Why are federal and dedicated funds excluded?

The BRF proposal restricts, as does the current appropriations
limit, the scope of the appropriation limit to Unrestricted
General Fund revenues. This restriction has been adopted 1in
order to avoid situations in which some fiscal events beyond
the State®s control (e.g., fluctuations 1in federal funding)
might affect the appropriation limit"s floor and ceiling
thresholds, or trigger BRF outlays. Without an automatic
response the Legislature and the Governor are free to respond
to such external fiscal events as they best see fit.

Federal and dedicated funds are generally received for specific
purposes, unlike Unrestricted General Funds which can be
allocated by the Legislature and Governor to meet priority
needs. The potentially chaotic effect of including federal
funds 1is illustrated by a hypothetical case 1in which the State
receives, fc * one year, a large increase in federal highway
funds for a specific project. If the BRF included all revenues,
including federal funds, then this federal expenditure would
automatically raise the appropriation limit ceiling for the
next fiscal year. IT the federal government then failed to
renew this highway grant, the BRF would be used to meet the
inflated 95% floor created by the artificial raising of the
115% threshold.

Why is there a 25% annual outflow limit?
Without any outflow limitation, the BRF balance could be

quickly expended during years of sharp revenue decline. Such
"rapid expenditure could too rapidly deplete the fund balance



and fail to provide for a smooth spending decline, since there
would be a big drop in available revenues when the BRF fund
balance is depleted.

The best size for the maximum annual outlay from the BRF can
not be determined with accuracy. Office of Management and
Budget (OMB) simulations indicate, however, that, at higher
capitalization levels, restricting outlays v.o a maximum of 25
percent of the BRF®"s balance probably is sufficient to assure a
continuing lifespan for the fund, yet still provide meaningful
amounts of funding assistance 1in years when assistance is
needed.

Why 1is fund size capped?

The BRF 1is intended to serve as a kind of cash management
account. As such, it would be inappropriate for the BRF to
accumulate large cash balances. Restricting fund size to a
level equalling one calendar year®s appropriations appears to
provide a fund balance adequate tc meet revenue demands when
assistance 1is needed.

Why 1is a calendar year base used?

The BRF proposes that total appropriations made in the calendar
year preceding any given fiscal year set the appropriation
limit*s floor and ceiling, as well as set the capacity of the
BRF. There are two reasons for adopting the calendar-year
basis.

One reason 1is to provide certainty, so that public officials
know by the start of a legislative session the relevant numbers
and limits with which they will be working 1iIn setting the
coming fiscal year®™s budget. As a fiscal year is only half
over when the Legislature convenes, full information about that
fiscal year would only be pc~sible after the session and the
final tally of supplemental and special appropriations.

The second reason for adopting the calendar-year basis is
related to the first- i.e., to preserve, without sacrificing
certainty about budget floors and ceilings, the flexibility
that public officials currently have 1in requesting and making
supplemental and special appropriations during follow-up
legislative sessions.

What happens to Permanent Fund Dividends?

The BRF excludes from the appropriation limit calculation all

dedicated funds. The Dividend Fund from which per -capita
dividend payments are made 1is legally considered a dedicated
fund. Therefore, Permanent Fund interest earnings that go into

the Dividend Fund and payments made to individuals from the



Dividend Fund are excluded from calculation of the appro-—
priation limit.

How is the Undistributed Income Account (UIA) treated?

The BFF bill includes the UIA under the appropriation linmit,
despite the UIA being an account within the Permanent Fund. It
is considered important to include the UIA under the limit
because UIA earnings will become an increasingly important
revenue source which might be desired for the support of
government functions. IT not included now, later 1inclusion
would radically alter thresholds. Inclusion in the appro—
priation limit also avoids the possibility of a large "off
budget™ budgeting process using PF earnings.

How are "Program Receipts” treated?
Monea ,jat is identified as "program receipts” purely for

budgetary purposes (i.e., to show program income which 1is not
dedicated) is included in the definition of "money from State

sources™ wused in BRF legislation. This class of progranm
receipts, conseqv ntly, 1is included in the BRF appropriation
limit. Program receipts which are dedicated to a particular

purpose (i.e., which are not deposited in the General Fund) are
excluded from the BRF appropriation limit.

How are Supplemental Appropriations treated?

The process of making supplemental appropriations would not
change under the BRF proposal. One of the supporting reasons
for adopting a calendar-year basis for the BRF appropriation
limit is, in fact, to preserve the flexibility which legisla—
tors currently have 1in making supplemental appropriations
during follow-up ."Legislat: ve sessions. If, for example, the
ERF appropriation 1limit for the FY 1988 budget were based on
the level of appropriations made during the preceding fiscal
year, 1d1.e., FY 1987, 1legislators convening 1in January 1987
would first have to make supplemental appropriations for

FY 1987 before they would know the level of the appropriation

limit for the FY 1988 budget. Even that would be an estimate,
as the Governor would Ilikely not approve or veto supplemental
appropriations until after the session had ended. Adoption of

a calendar-year basis (discussed in another section) eliminates
this problem.

How are Repeals and Reappropriations treated?

Repeals and reappropriations (R&R"s) are treated 1in the BRF
legislation as follows: reappropriation amounts that are
explicitly coupled with specific statutory repeal citations 1in
the same section of an appropriation bill are counted as
“reappropriations, and are excluded from the BRF appropriation



limit; all others are counted as new appropriations, and are
not excluded from the limit.

Several reasons exist for adopting this approach. One reason
is to avoid the double-counting rhat would be involved if all
R&R"s were treated as new appropriations. A second reason 1is

to avoid the situation where, if R&R"s are counted as new
appropriations, the appropriation limit is reached or exceeded

solely because of the existence of R&R"s. A third reason is to
avoid the accounting difficulties 1involved in attempting to
track R&R dollar flows across fiscal years. Finally, a fourth

reason is to avoid the incentive for increased R&R activity
that would be created if all R&R"s were considered to be
appropriations already made in prior years and thus excluded
from the 115 percent appropriation limit.
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January 24, 1986

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.0O. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a joint resolution proposing
amendments to the Alaska Constitution relatirg to a budget
reserve fund and an appropriation limit, and a bill* to

implement the joint resolution.

I am placing the bill 1implementing the proposed constitu—
tional amendments before the legislature during this session
to ensure that legislators and voters facing that proposal

in the 1986 general election understand the scope, details,

and implications of the amendments.

The bill would take effect following voter approval of the
constitutional amendments. At that time, AS 37.05.159,
establishing what is commonly known as the "rainy day fund,"”
would be repealed and replaced by a new statute establishing
the budget reserve fund. The balance of the money in the
rainy day fund would follow the constitutional and statutory
change and would be transferred to Lhe budget reserve fund
at that time. The budget reserve fund 1is designed to meet
revenue contingencies contemplated by the rainy day fund as
well as broader revenue stability needs.

At the cutset, it must be emphasized that the budget reserver
fund is very different 1in purpose and function from forward
funding and cash-based budgeting proposals. We have care—
fully evaluated all these options, and we believe that the
budget reserve fund 1is the fiscal management tool that 1is
best suited to the State®"s situation. This fund seeks tc



dampen annual budget swings. Neither forward funding nor
cash-based budgeting protect us from annual budget fluctua-
tions caused by volatility in world oil markets.

The budget reserve fund works in the following manner, In
years of rising revenues, as specified in the constitutional
amendments, appropriations are limited to 115 percent of
appropriations made durlnq the preceding calendar year. Any
surplus money above the 115 percent limit is used first to
replenish the budget reserve fund; any remaining surplus is
. then divided between deposits to the permanent fund and to
the general fund. In years of revenue decline, as specified
in the constitutional amendments and proposed statute., money
is made available from the budget reserve fund in an amount
that brings appropriations up to 95 percent of the appropri-
ations in the preceding calendar year, or an amount that
equals no_. more than 25 percent “of the fund's balance,
whichever is less.

These two operations of the budget reserve fund will provide
a smoother expenditure pattern over the years than would
result from the fluctuations of petroleum revenue alone.
This is because, in high revenue years, revenue increases
will flow into the budget reserve fund for subsequent ap{)ro-
lation during years of revenue decline, buffering fluc-
ations in the State's revenue stream caused by peétroleum
ice variations. The upper Ilimit to aP_proprlatlons_ (the
_ il provide an effective appropriation

_ with ‘the ineffective [limit now in our
onstitution. We will therefore have a meaningful consti-
utional spending limit as desired by the people of Alaska.

Both the joint resolution and the bill specify that the
appropriation limit applies only to unrestricted general
fund money and to expenditures from the undistributed income
account of the permanent fund (except for a deposit of that
money to the Permanent fund madein 1986). In turn, "money
received" Dby the state includes only money in the undis-
tributed income account and unrestricted general fund money.
Excluded from both, for example, are federal receipts. The
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joint resolution and bill also specify that aPproprlatio_ns
for a fiscal year are limited to 115 percent of appropria-
tions made during the preceding calendar vyear. The cal-

er.dar-year basis is used to ensure certainty in the deter-
mination of allowable appropriation levels ™ for the comlnq
fiscal year. It also avoids problems caused by supplementa
appropriations late in a fiscal year.



New AS 37.05.156 (c), 1in sec. 1 of the bill, addresses the
question of how reappropriations should be treated for
purposes of the appropriation limit. The ‘intent of that
provision 1is to distinguish between "old" and "new" money.
This distinction is needed because it is sometimes difficult
to determine whether a reappropriation consists entirely of
money appropriated in a prior year, or exceeds the amount of
money actually available from those prior appropriations,
thereby entailing an appropriation of new money. Any
reappropriation not clearly identifiable is also considered
a new appropriation.

The maximum balance of the budget reserve fund in any fiscal
year equals the amount of general fund appropriations
enacted during the preceding calendar year. Money 1In excess
of the 115 percent limit is used to bring the fund balance
up to the fund®s capacity. A portion of the money 1in excess
of the budget reserve fund capacity must then be deposited
in the permanent fund as savings. The bill specifies that
that portion is 75 percent. The remaining excess (25
percent) must be deposited in the general fund, and 1is
available for appropriation (effectively 1increasing the 115
percent limit). Any of that excess money subsequently
appropriated from the general fund becomes part of the
calculation of the base for the next fxscal year.

The bill specifies that if general fund revenue in a fiscal
year falls to a 1level below 95 percent of appropriations
made during the preceding calendar year, an amount may be
transferred from the budget reserve fund 1into the general
fund. That transferrable amount 1is limited to the lesser of
(1) the amount needed to bring appropriations up to the 95
percent level, or (2) the maximum amount of the fund that
may be spent 1in a fiscal year, which 1is 25 percent of the
budget reserve fund balance.

As specified 1in the joint resolution, the budget vreserve
fund retains 1its 1income earnings to help ensure an adequate
level of <capitalization to meet appropriation demand in
years of revenue decline.

The constitutional amendments permit expenditures from the
fund bevcnd the 115 percent appropriation limit and the 25
percent fund expenditure 1limit to meet declared states of
emergency. The bill cites existing statutory language to
provide further clarification of "emergencies."

The constitutional amendments proposed 1in the joint resolu-—
tion and the implementing statutory provisions together can
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provide elected officials with the tools of sound fiscal
management, and promise to the citizens of the state a means
of avoiding the social and econorr:- shocks that may result
from exrreme volatility in our revenue stream.

Article XV, sec. 27, of the Alaska Constitution now requires
the lieutenant governor to place on the ballot in 198* the
proposition for the existing appropriation limitation, which
was approved by the voters in *1982. Since that vote will

occur at the same &election as the vote on the attached
proposal, there 1is the possibility that both constitutional

provisions would be approved - resulting in a direct
conflict between them. To avoid confusion and to preclude
legal questions arising as to this Jlater amendment, while
still having the Jlieutenant governor comply with art. XV,

sec. 27, the attached bill (see sec. 2) requires the lieut—
enant governor to include an appropriate explanation on the
ballot. It is expected that this explanation will be brief,

with some amplification in the voter pamphlet.

Sincerely

E

Governor
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IN THE HOUSE ?FJQEQIJFE'ETR&!Z%HE GOVERNBR
HOUSE JOINT RESOLUTION NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
Proposing an amendment to the Constitu-
tion of the State of Alaska, relating to
the use and expenditure of state monev.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. Article IX, sec. 7, Constitution of the State of Alaska,
is amended to read:

SECTION 7. DEDICATED FUNDS. The proceeds of any state tan or
license shall not he dedicated to any special purpose, except as
provided in sections [SECTION] 15 and 17 of this article or when
required by the federal government for state participation in federal
programs. This provision shall not-prohibit the continuance of any
dedication for special purposes existing upon the date of ratification
of this section by the people of Alaska.

* Sec. 2. Article IX, 3ec. 16, Constitution of the State of Alaska, is
repealed and readopted to read:

SECTION 16. APPROPRIATION LIMIT. Appropriations of money from
state sources for a fiscal year may not increase by more chan 15
percent of the amount appropriated from state sources during the
preceding calendar year, except as authorized by sec. 17 of -this
article.

* Sec. 3. Arr..rle IX, Constitution of Che Scace of Alaska, is amended
by adding a new section to read:

S. ilON 17. BUDGET RESEP.VE FUND. (a) Money received by the
state from scace sources, which is not dedicated to “he Alaska perman-
ent rund and which exceeds the appropriation limit imposed by sec. 16

-26-
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of this article, must be deposited in the Alaska budget reserve fund
until the balance of the reserve fund equals the amount appropriated
from state sources during the preceding calendar vear.

(b) A portion of the mcnev received by the 3tate, described in
(@) of this section, which exceeds the in“iwim balance of the fund
must be deposited in the Alaska permanent fund,' as provided by law.
The remainder of any excess money must be deposited in the general
fund. Notwithstanding the appropriation limit imposed by sec. 16 of
this article, the excess money deposited in the general fund may be
appropriated.

(c) Money in the budget reserve fund must beinvested so as to
yield competitive market rates to the fund- Income from investment of
the fund must be retained in the fund.

(d) If the governor determines that the money received by the
state from state sources in a fiscal year is less than the amount
appropriated from state sources during the preceding calendar year,
money may be spent from the budget reserve fund, as provided by law.
Except as otherwise provided in this section, not more than 25 percent
of the budget reserve fi.ud balance may be spent for any fiscal year.

() Notwithstanding any spending limitations in this section or
in sec. 16 of this article, the governor may spend additional amounts
from the budget reserve fund to meet a 3tate emergency declared by the
governor, as prescribed by law.

* Sec. 4. Article XV, Constitution ofthe State of Alaska, i3 amended
by adding a new section to read:

SECTION 29. FIRST YEAR OF 1986 REVISED APPROPRIATION LIMITATION.
In determining the limitation under art. IX, sec. 16, as amended in
1986, an appropriation to the permanent fund, made in calendar year

1986, is not to be included.
207-



1 * Sec. 5. The amendments proposed by this resolution shall be placed
2 before voters of the scace at the nenc general election in conformity
3 Wwith arc. sec. 1, Constitution of the State of Alaska, and the elec-
. tion laws of the scace.
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IN THE HOUSE A R
HOUSE BILL HO.
IN THE LEGISLATURE OF TEE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the constitutional appropriation
limitation and budget reserve fund; and providing for
an effective dace."
BE IT ENACTED 3Y THE LEGISLATURE OF TEE STATE OF ALASKA:
* Section 1. AS 37.05 is amended by adding a new suction to read:

Sec. 37.05.156. BUDGET RESERVE FUND; APPROPRIATION LLHT. (a)
There is established as a separate fund in Che state treasury the
budget reserve fund. The budget reserve fund consists of money ded-
icated to that fund by art. IX, sec. 17 of the Alaska Constitution.

(b) For the purposes of determining the appropriation limitation
amount under art. IX, sec. 16, of the Alaska Constitution, (1) an
appropriation is considered tc be made in the calendar year in which
it is enacted, and (2) "appropriation” includes money received by .he
state, described in art. IX, sec. 17(a), of the Alaska Constitution,
which exceeds the maximum balance of the fund and is subsequently
deposited in the general fund and appropriated. For the purposes of
art. IX, sec. 17, of the Alaska Constitution, the amount of mcrey
received by the state includes any surplus carried forward frcm the
preceding fiscal year, or is reduced by any deficit from that preced-
ing fiscal year.

(c) A reappropriation of no more than the remaining balance of
the amount appropriated in a prior year is considered an appropriation
attributable to the calendar year in which the appropriation was first
enacted. Only if, within a single section of an appropriation bill,

- "



there is an explicit repeal of an appropriation coupled with a new
appropriation is there a reappropriation for tha purposes of this
subsection.

(d) If tha governor determines that the money received by the
state from state sources in a fiscal year is less than 95 percent of
the amount appropriated from scace sources during the preceding calen-
dar year, amounts may be transferred from the budget reserve fund to
the general fund, up to a limit of either 25 percent of the budget
reserve fund balance, or the difference between money received from
state sources in chat fiscal year and 95 percent of appropriations
during Che preceding calendar year, whichever is less. Determination
of the need for budget reserve fund expenditures for a fiscal year
must be made during the final quarter of that fiscal year.

(e) Asauthorized by art. IX, sec. 17(b), of the Alaska Consti-
tution, 75 percent of the money received by the state, described in
art. IX, sec. 17(a), of the Alaska Constitution, which exceeds che
maximum balance of che fund, must be deposited in the Alaska permanent
fund.

(f) In art. IX, sec. 17, of the Alaska Constitution, "emergency"
means che events sec out in AS 26.23.220(L) or a reduction of che
revenue from nonscate sources which seriously impairs the ability of
che 3tace to perform essential functions.

(g) In this section and art. IX, secs. 16 and 17, of the Alaska
Constitution, "state source" neans (1) che undistributed income ac-
count in che permanent fund, and (2) all sources of money in the scace
general fund except (A) federal sources, (3) bor.d proceeds, and (C)
sources from which money is received in crust for a specific purpose.

* Sec.2. Thelieutenant governor shall include on che ballot for the
1986generalelection an explanation that an affirmative vote on the



constitutional amendment providing for the budget reserve fund and revising
the appropriation linit will supersede an affirmative vote on the reconsid-
eration, under art. XV, sec. 27, of the Alaska Constitution, of che 1962
amendment establishing che appropriation limit,

* Sec. 3. AS 27.05.159, reserve for emergency operating expenses ac-
count (the "rainy day fund"), is repealed, and the'balance in that account
is transferred to the budget reserve fund.

* Sec. 4. Sections 1 and 3 of this Act take effect on the effective
dace of a constitutional amendment establishing che budget reserve fur.d and
revising the appropriation limit.

* Sec. 5. Section 2 of this Act takes effect immediately in accordance
with AS 01.10.070(c).



REVENUE ASSUMPIONS

(1) Dec 85 Forecast

(2) March 86 Forecast

)

BUDGET RESERVE FUND ANALYSIS

PRO

Allow gradual reduction
in State spending

Protect windfall revenues
from quick dissipation

Protect Permanent Fund
from early withdrawal

Will require significant
reductions 1in State
spending

Will require significant
reform 1in spending
policies

Will foster 1long term
alignment of spending
and unrestricted revenue

D

2)

3)

D

2)

3)

CON

Maintain abnormally high
State government spending

ft
Will dissipate most of
windfalls by propping up
high spending

Protects politicians from
facing spending refornm
issues

Would rather use windfalls

to maintain spending

Election year 1is not good
time to reform spending
policies

Would rather 1look to
undesignated fund balance
Permanent Fund as
alternative to dramatic
spending reduction

in
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BUDGET RESERVE FUND - $ 144 Million

MAINTAIN GOV."S ORIGINAL SPENDING PLAN

2
0
Fiscal Year
Mor.SB Rev.Fcst. CY Approp.
1J)- s 900 mi 1lion available as of 2/EC L
CE>- Gov. ™ budget * 2.664 billion
(3)- *900 million distributed to BRF and FY 67 spending I
<A>- March 66 Revenue forecast
151- MFIIMTOm GOV. ORL1GINQL SPENDING PLPM
FY REVENUES REVENUES PREV. CY CEILING FLOOR SHTFPLL. BRF SPENDING cy FY EARNINGS. FY
IDec. 6S> (Mar. 661 APPROPR. 115 % 95 W OUTLAY REDUCTN. APPROPR. BEG DDL. 9 X END BPw.
67 2719 1908 2664 756 0 0 2664 0 0 0
66 £257 1446 2664 3064 2531 1065 36 1049 1482 144 13 121
e9 2109 1296 1462 1704 1408 110 30 60 1326 121 11 102
90 1960 1169 1326 1527 1262 93 25 67 1194 i0c— 9 es
91 1916 1105 1194 1374 11 30 21 6 1126 as 6 72
92 1675 1064 1126 1295 10(0 6 6 0 1070 72 6 72
© 93 1904 1093 10-70 1231 1017 0 e 0 1093 72 6 79
94 1662 1071 1093 1257 1036 0 0 0 1071 79 7 89
95 1655 1044 1071 1232 1017 0 o] 0 1044 86 6 93
96 1608 997 1044 1201 992 -—— 0 - 0 - -0 997 - 93- a - 102
97 1821 1010 997 1147 947 0 e 0 1010 102 8 111
96 1613 1002 1010 1162 960 0 e 0 1002 111 1 121
99 1604 993 1002 1152 952 0 { 0 993 121 ii 132
20 1796 965 993 1146 943 0 e 0 965 132 12 144
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BUDGET RESERVE FUND - & 700 MITLLION

FiscO) Year
Mor.SS Fev.Fcit. CY tpprop.

2- * 900 milljo agle f 3/86
£>- Gov.1s budget'* £664 b||||or* .
;3>—*900 ".ullio." distributed to :RF and FY 87 soending

*
(4) March FF Revenue forecast -
MAINTF.IN GQV. S OPIGINPL PUDGET R£S£J»yLFUND PL ON / "
FY REVENUES REVENUES PREV. CY CEILING FLOOR bHTFOLL. 8RF SPENDING cY FY EARNINGS FY

(Dec. 85) (Mar. 86) APPROPR. 115 X 95 * OUTLAY RFDUCTN. APPROPR. PEG PAL. X X END POL.
87 £719 1908 £664 756 0 556 2108 0 0 0
88 ££57 1445 £108 £4£4 £003 557 175 362 1621 700 63 568
89 £109 1£98 16£1 1864 1540 147 95 1445 588 53 *.54
90 1980 1169 1445 rt 1373 £04 123 80 1292 494 44 415
91 1916 1105 1£92 1486 1228 123 104 19 1209 415 37 349
9f 1875 1064 1809 1390 1148 64 84 0 1148 249 21 £96
93 1904 1093 1148 13£ 1 1091 0 0 0 1093 £96 £7 322
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<41- March 66 Revenue forecast
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96 1813 1042 1010 1162 960 0 0 0 1002 300 321
99 1804 993 1002 1152 952 0 0 0 993 327 29 o7
60 1796 9L5 993 1142 943 0 0 0 985 357 32
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ALASKA STATE SENATE

JOE P. JOSEPHSON COMMITTEES
DISTRICT H — ANCHORAGE
1024 WEST SIXTH AVENUE BUDGET & AUDIT
ANCHORAGE. ALASKA 99501 t HEALTH, EDUCATION & SOCIAL SERVICES
RULES

WHILE IN JUNEAU
P O. BOX V
JUNEAU, ALASKA 99811
(907) 465-4525

TRANSPORTATION

SENATE CHAIR, ANCHORAGE CAUCUS

OFFICE OF MINORITY WHIP

April 21, 1986

The Honorable Jan Faiks
i/The Honorable John Sackett
The Honorable Al Adams

P.O. Box V

Juneau, Alaska 99811

RE: House Bill 161
Dear Finance Committee Chairpersons:

As you know, I have been a strong advocate of the
student loan program in Alaska. I continue to believe that
the program represents a wise investment in Alaska®s future.

However, over time, it seems 1inevitable that changes in
the program are going to be necessary. For example, 1 would
urge that the legislature give notice of an intention, to be
implemented five or six years hence, to move the progranm
away from its present worldwide portability tc7 .rds a policy
in which student loans will be available for ese within the
State of Alaska, at public or private facilities here,
unless the program sought by a student 1is not available
within the state. In the interval, we would be building our
University system and improving our offerings at the
University and community colleges.

I am enclosing a draft amendment which would save the
State, according to information given to me, S8-%16 million
dollars per year without jeopardizing any lean recipients
ability to go to school. The amendment would require that
all applicants for student loans through the Commissxon on
Postsecondary Education, of which | was formerly a member,
would complete forms for financial assistance from the
federal government through the federal guaranteed student
loan program. Students receiving a federally guaranteed
student 1loan would still enjoy forgiveness through the state
system of up to 50%, just as they enjoy partial forgiveness
under the wholly state funded systenm.

The only effect most applicants would notice from the
adoption of the enclosed Jlanguage 1is the requirement that
they <complete additional paper work. The federal progranm
would be the 1loan of first resort and about 20% of Alaska“"s
students, it is estimated, would qualify.



The Honorable Jan Faiks
The Honorable John Sackett
The Honorable Al Adams
April 21, 1986

Page Two

At present, most students don"t bother to even apply
for the federal program because of the 1inconvenience and, as
a result, we spend state money that we ought not to be
spending when some federal money 1is available.

With best personal regards, 1 _m

AToe P. Josephson
State Senator

JPJ:rak
Enclosure

JOE P.JOSEPHSON -ALASKA STATE SENATE
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nal sponsor: Ferguson

ng Information

al Fund 3 677,000,000
Funds -0- |
3 60,000,000 "D \ A
*/ A\ C
\ " 14V
This funding will be included in
ropriaticn bill when it gets to <che Senate.

on will

will be utilized to fund water and sewer

Section 1. The sum of S 43,956,100is

for to the Department of Administration

ipalities for water,

APPROPRIATION

Akhick -.Sanitary Landfill Relocation
Aleknagik - Water and Sewer

Aniak - Waste Disposal Improvements
3uckland - Water and Sewer and Solid Waste
Cordova - Copper River Highway Sewer

Craig - Water Source Project

Emmor.ak - Water and Sewer

Fort Yukon - Water/Sewer Systenm

- Water/Waste Disposal Improvements

Gooanews 3ay

Hooper 3ay - Water, Sewer and Solid Waste

Hughes - Safe Water Facility

Juneau - City and 3orougn - Water andSewer
Kasaan - Water and Sewer

Kasigiuk - Washeteria Improvements

Kenai - Thompson Park Water 1 Sewer Improvements
King Cove - Water and Sewer Expansion

Kivalina - Water end Sewer Expansion

Hlaweck - Sewer Improvements

House 3ill
loans
be sold to AHFC to strengthen AHFC"s portfolio.

orojects.

aonrcDriatedfrom che
foroavmentas

sewer and solid waste facilities

varViWi .
<<fti

|

WORK DRAFT COPY
5.77"36 L9:3C2n

571~* che
wcrch S60

The funds. 1iIn

general

grants to

under AS 37.05:

AMOUNT
500,000
90,000
1,500,000
761,000
300,000
2,100,000
2,000,000
900,000
150,000
2,029,000
350,000
1,738,000
30,000
93,600
1,133,300
836,300
1,300,300

130,300
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City of Kodiak - Water, Sewer, Solid Waste and Landfill

Kodiak Island Borough - Services Dist 1 Water,""Sewer
Koyuk - Water and Sewer
Marshall - Sara Water Facilityv

McGrath - Water System

Mekoryuk - Waste/Water Disposal Improvement
Nenana - Water/Sewer, Phase 11

Mewhalen - Sewer System

Newtek - Water/Waste Disposal Improvements
Naghtmute - Water/Waste Disposal Improvements
Nonaalton - Water and Sewer

Outir._kie - .ter and Sewer Improvements
Palmer - Water and Sewer

Port Lions - Water and Sewer Renovations

St. Mary*s Water and Sewer Renovations

St. Michael - Water and Sewer

St. Paul - Water, Sewer and Sanitary Landfill
Sarrman - Industrial Zone Water Improv. Phase 11

S31"wik - Water and Sewer

Stebbins - ,.atar and Sewer
Tanana - Waste Disposal Improvements
Thome Bay - Water Storage Tank and replace water line

crossing Deer Creek

Turnunak - Water/Waste Disposal Improvements
Wasilia - Water and Sewer Extension
White Mountain - Water and Sewer

1.300.000
- » , 3
2. 000,000
151,500
355.300
750.000
1,000,000
519.300
200.000
1.000.000
100.000
720.000
1.200.000
230.000
551,000
1.500.000
1.000.000
135 ,000
310.000
1.500.000

253.000

200.000
1.750.000
1,200, 000

1.500.000

Sec. 2. The sum of 3 7.7°13,500 1is appropriated from a:e general fund

ament to the Department of Environmental lonservaricr.

1.1 =" he foilowir.a municipalities and ur.ir.cor:

grants fcr
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cties participating in the vilLlase safewacer

APPROPRIATION
Akiak - Waste Disposal Study
Alatna - Water/Waste Disposal Study
A.crnautluak - Waste Disposal Demonstration Project
3eaver - Waste Disposal Study
Chignik Lagoon - VSW Project Completion
Crooked Creek - Water and Sewer Improvements

Egegik - Sewer System

Golovin - Water and Sewer
lgiugig - Water and Sewer
Iliamna - Sewer and Water

Kipnuk - Solid Waste Disposal Site

Kokhanok - "Water and Sewer Feas. Study
Kongiganak - Water/Waste Disposal Improvements
Metlakatla - Storm Drains

Nikiski - Landfill

Nikolai - Safe Water Study
Nunapitchuk - Waste Disposal Demonstration Project
Quinhagak - Water/Waste Disposal Improvements

Red Devil < Water/Waste Disposal Study
St. George - VSW Project
Snungnak - Water and Sewer

Tuluksak - Water Disposal Demonstration Project

nunioipalities for water, sewer and solid waste facilities

JL00r Q.0 - >
='-_jraram - .vsrar ar.c sewer

AS 46.07

AMCUOTr
10.D00
10.000
25.000
10.000
400.000
14.3 ,500
"06.900
300.000
720.200
446,100
247,000
15.000
1,145.000
500.000
150.000
10.000
25.300
1,000,000
10,000
300.000
400.000

35,000

““ Sec. 3. The sum of $ 4,300,000 1is appropriated from the general fund

Department of Environmental Conservation for oaw.ent as grants tc

under .AS 46. 32:

AMCLTTT
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Version #
Dierdorff
5/8/86

Original sponsor: Rules/Governor

Fundinq Information:

General Fund: ~s 114,400

Other Funds: 1,272,900

$1 T51T3M
IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 362 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making, amending, and transferring operating
appropriations; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1 The sum of $189,000 is appropriated from the general fund
to the Department of Administration, telecommunications services, for costs
associated with the Joint State/Federal Board proceedings.

* Sec. 2. Section 21, ch. 98, SLA 1985, page 15 line 10, is amended to
read:

APPROPRIATION GENERAL
ITEMS FUND
Office of Public
Advocacy (24 positions) 3,148,900 3, 148,900
[2,323,000] [2,323,000]

* Sec. 3. Section 26, ch. 98, SLA 1985 page 14, lines 9 and 10 are
amended to read:

APPROPRIATION GENERAL
ALLOCATIONS ITEMS FUND
Longevity Bonus 46, 145,600 46, 145,600

[48,024 ,600] [48,024,600]
Grants 45,767,900
[47,646,900]
* Sec. 4. Section 12, ch. 98, SLA 1985, is amended to read:
* Sec. 12, The sum of $9,637,600 [9,149,600] is appropriated

from the general fund to the Department of Law to fund legal
-1- CSSB 362(Fin)
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proceedings involving oil and gas revenue due or paid to the state or
state title to oil and gas [land, 1including, but not Ilimited to, the
North Slope royalty Case (State v. Amerada Hess, et al.), the Oil and
Gas Corporate 1Income Tax Case (ARCO v. State), the Trans Alaska Pipe—
line Rate Case, litigation against the Alaska Oil Company, and United
States v. Alaska, for fiscal year 1986 and succeeding fiscal years.

* Sec. 5. The sum of $711,900 1is appropriated from the generalfund to
the Department of Law topay judgments and claims against the state for the
fiscal year ending June 30, 1986.

* Sec. 6. The sum of $25,400 1is appropriated from federal funds and
$25,400 from the general fund to the Department of Education, Alaska Post—
secondary Education Commission for the student 1incentive grant program for
the fir cal year ending June 30, 1986.

* Sec. 7. (a) Section 26, ch. 98, SLA 1985, page 26, lines 16 and 17,

are amended to read:

APPROPRIATION GENERAL OTHER

ALLOCATIONS ITEMS FUND FUNDS
K-12 Support 547,805,600 515,331 ,100 32,474,500
[549,475,800] [516,975,800] [32,500,000]

Foundation
Program 492,787,500
[494,432,200]

(b) Section 26, ch. 98, SLA 1985, page 27, line 7, 1is amended to

read:
ALLOCATIONS
Student Lunch
Program 9,474,500
[9,500,000]

* Sec. 8. (a) Section 26, ch. 98, SLA 1985, page 27, line 21, s
CSSB 362(Fin) _2-
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amended to read:

WORK DRAFT

APPROPRIATION

ITEMS
Management,
Law and
Finance 2, 153,300
[2,127,800]
(b) Section 26, ch. 98, SLA 1985, page
read:
ALLOCATIONS
District Support
Services (20
positions) 1,336 ,400
[1,310,900]
* Sec. 9. Section 27, ch. 98, SLA 1985,
amended to read:
APPROPRIATION
ITEMS
SB 56 An Act
relating to a
Longevity Bonus.
Appropriated to
Department of
Health & Social
Services 1,650,200
[2,573,800]
* Sec. 10. Section 26, ch. 98, SLA 1985,

amended to read:

APPROPRIATION

-3-

WORK DRAFT
GENERAL OTHER
FUND FUNDS
872,400 1,280,900
[1,255,400]
28, line 14, 1is amended to
page 123, lines 14 - 16, are
GENERAL
FUND
1,650,200
[2,573,800]
page 35, lines 9 and 10 are
GENERAL OTHER

CSSB 362(Fin)
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ALLOCATIONS

Medical

Assistance

Medicaid 67,525,800
[66.701.500]
* Sec. 11. (a) Section
amended to read:
Assistance
Payments
(b) Section 26, ch.
read:

ALLOCATIONS

Adult Public
Assistance 13,930,500
[13.439.500]
* Sec. 12.

the Department of Health and

The sum of $896,900

ITEMS

79,987,500

[79,163,200]

26, ch. 98, SLA
APPROPRIATION

ITEMS

62,748,600
[62,257,600]
98,

SLA 1985,

page

Social

appropriated to

FUND

45,942,200

[45,678,400]

1985, page
GENERAL

FUND

38,608,600
[38,117,600]

35, 1line 6,

is appropriated from the general

year ending June 30,

associated

from the following sources:

the

with

WORK DRAFT

FUNDS

34,045,300

[33,484,800]

line 23, is

OTHER

FUNDS

24,140,000

is amended to

fund to

Services for pharmacy payments for the

1986.
Department of
increased

for the

General Relief Medical program for the fiscal
* Sec. 13. The sum of $770,000 is
Health and Social Services to pay for- costs
caseloads 1in the Aid to Families with Dependent Children program,
fiscal year ending June 30, 1986,
Federal Receipts $221,600
General Fund Match 385,000
Interagency Receipts 163,400

CSSB 362 (Fin) -
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* Sec. 14. The sum of $168,800 is appropriated from the general fund to
the Department of Health and Social Services, general relief assistance
program, to pay for 1increased costs of providing rent, burial and other
services for the fiscal year ending June 30, 1986.

* Sec. 15. Section 26, ch. 98, SLA 1985, page 38, lines 9 and 10, are

amended to read:

APPROPRIATION GENERAL OTHER
ALLOCATIONS ITEMS FUND FUNDS
Juvenile
Custody 17,438,800 17,238,800
[17, 146,800] [16,946,800] 200,000
Foster Care 6,602,500

[6,310,500]

* Sec. 16. Section 32, ch. 107, SLA 1983, page 19, line 5, is amended

to read:
APPROPRIATION GENERAL OTHER
ITEMS FUND FUNDS
Medical
Assistance 67,680,400 40,933,700 26,746,700
[70,085,700] [42,674,300] [27,411,400]

* Sec. 17. Section 22, ch. 122, SLA 1984, page 20, line 23, 1is amended

to read:
APPROPRIATION GENERAL OTHER
ITEMS FUND FUNDS
Medical Assis—
tance 76,516,900 46,559,400 29,957,500
[74,111,600] [44,818,800] [29,292,800]

The appropriation for medical assistance program services to pay outsté&nd-
ing FY 1985 claims lapses June 30, 1986.

-5- CSSB 362(Fin)
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* Sec. 18. The sum of $150,000 1is appropriated from the Disabled Fish—

ermen”s Reserve Fund to the Department of Labor for payment of benefits to

10
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29

disabled fishermen for the fiscal year ending June 30, 1986.

* Sec. 19. The sum of $50,000 1is appropriated from the general fund to
the Alaska Public Utilities Commission for costs associated with Joint
State/Federal Telecommunications Board hearings in Alaska.

* Sec. 20. Section 26, ch. 98, SLA 1985, page 63, lines 19 and 2.0 are
amended to read:

APPROPRIATION GENERAL
ALLOCATIONS ITEMS FUND
Alaska National
Guard Benefits 1,927,100 1,927,100
[2,097,100] [2,097, 100]
Retention
Benefits 508,800
[678,800]

* Sec. 21. Section 26, ch. 98, SLA 1985, page 62, lines 12 and 13, are

amended to read:
APPROPRIATION GENERAL OTHER
ALLOCATIONS ITEMS FUND FUNDS
Alaska National
Guard 6,767,000 3,259,700 3,507,300
[6,723,000] [3,215,700]
Office of Adju—
tant General (27
positions) 1,439 ,800
[1,395,800]
* Sec. 22. (a) Section 26, ch. 98, SLA 1985, page 104, 1line 10, 1is

amended to read:

CSSB 362(Fin)
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APPROPRIATION GENERAL
ITEMS FUND
Regional
Operations 56,009,700 56,009,700
[55,507,100] [55,507,100]
(b) Section 26, ch. 98, SLA 1985, page 104, 1line 22, 1is amended to
read:
ALLOCATIONS
Cook Inlet
Correctional
Center (115
positions) 7,208 ,400
[7.088.400]
(c) Section 26, ch. 98, SLA 1985, page 105, line 4, 1is amended to
read:
ALLOCATIONS
Wildwood Cor —
rectional
Center (85 posi—
tions) 5,592,200
[5,377,100]
(d) Section 26, ch. 98, SLA 1985, page 105, line 9, 1is amended to
read:
ALLOCATIONS
Lemon Creek
Correctional
Center (86 posi—
tions) 5,209,900
[5.042.400]
-7- CSSB 362 (Fin)
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* Sec. 23. Section 27, ch. 98, SLA 1985, page 123, 1lines A - 7, are

amended to read:

APPROPRIATION GENERAL
ITEMS FUND
SB 4 An
Act Relating
to Correctional
Restitution
Centers. Appro-
priated to Be-—
partment of
Corrections 572 , 100 572,100
[1,074,700] [1,074,700]

* Sec. 24. The sum of $340,700 is appropriated from the general fund to
the Department of Corrections for 1increased personal services costs for
security and probation personnel within the Regional Operations for the
fiscal year ending June 30, 1986.

* Sec. 25. The sum of $808,200 is appropriated from the general fund to
the Department of Corrections to pay increased medical costs for inmates
for the fiscal year ending June 30, 1986.

* Sec. 26. The sum of $265,947 is appropriated from the general fund to

the Tfollowing agencies to pay miscellaneous claims and stale-dated war—

rants :
Department of Administration $49,592
Department of Education 96,800
Department of Health and Social Services 99,446
Department of Fish and Game 4,858
Department of Corrections 8,000

Department of Commerce and Economic

362 (Fin) -8-
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Development 729
Department of Transportation and
Public Facilities 6,522

* Sec. 27. The sum of $2,000,000 is appropriated from the general fund
to the Department of Health and Social Services for payment of claims
arising from the consent judgment 1in Wasky v. Smith.

* Sec. 28. The sum of $283,400 1is appropriated to the Department of
Commerce and Economic Development, Alaska Seafood Marketing Institute, for
fiscal year 1983, 1984, and 1985 costs resulting from the nonpayment of
third party assessments for those fiscal years from the following sources:

General Funds $131,400
Program Receipts 152,000

* Sec. 29. The sum of $893,600 is appropriated from the general fund to
the. Department of Law for costs associated with the following criminal
cases to be allocated as follows:

State v. Mackay, et al. $541,800
State v. Peel 351,800

* Sec. 30. The sum of $323,300 is appropriated from the general fund to
the Department of Administration, office of public advocacy, for costs
associated with the following cases to be allocated as follows:

State v. Mackay, et al. $ 97,800
State v. Peel 225,500

* Sec, 31. The sum of $58,000 is appropriated from the general fund to
the Department of Administration, public defender, for costs associated
with State v. Mackay, et al.

* Sec. 32. The sum of $275,000 is appropriated from the general fund to
the Alaska Court System for additional salary costs for the fiscal year
ending June 30, 1986.

* Sec. 33. The sum of $35,000 is appropriated from the general fund to

-9- CSSB 362 (Fin)
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the Alaska Judicial Council for additional expenses for the fiscal year
ending June 30, 1986.

* Sec. 34. The sum of $22,000 is appropriated from the general fund to
the Commission on Judicial Conduct for additional expenses for the fiscal
year ending June 30, 1986.

* Sec. 35. The sum of $32,500 is appropriated from the general fund to
the Department of Military and Veterans® Af airs for veterans®™ services for
the fiscal year ending June 30, 1986.

* Sec. 36. The sum of $6,000,000 is appropriated from the public facil —
ity planning fund (AS 35.10.135) to the general fund.

* Sec. 37. (a) Section 26, ch. 98, SLA 1985, page 118, 1lines 9 and 10

is amended to read:

ALLOCATIONS APPROPRIATION GENERAL
ITEMS FUND
Budget and Audit Committee 5,685,000 5,685,000
[5,875,000] [5,875,000]

Legislative Audit
(45 posi—
tions) 2,347,700
[2,447,700]
(b) Section 26, <ch. 98, SLA 1985, page 118, 1line 16 1is amended to
read:
ALLOCATIONS
Legislative
Finance (36
positions) 2,987,300
[3,077,300]
* Sec. 38. Section 26, ch. 98, SLA 1985, page 119, 1line 19 1is amended
to read:

CSSB 362(Fin) -10-
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APPROPRIATION GENERAL
ITEMS FUND
Ombudsman (23 positions) 1,528,600 1,528,600
[1,536,100] .[1,536,100]

* Sec. 39. The sum of $397,500 is appropriated from the general fund to
the Legislative Council for additional legislative session expenses for the
fiscal year ending June 30, 1986.

* Sec. AO. The appropriations made by secs. 5, 6, 12 ~ 14, 17, 18, 24 -
26, 32 - 34, 35 and 3? of this Act lapse on June 30, 1986.

vy Sec. 41. The appropriations made by secs. 1, 19, and 27 - 31 of this
Act lapse on June 30, 1987.

* Sec. 42. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

11- CSSB 362 (Fin)
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4/21/86-
Original sponsor: Rules/Governor
IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 362 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the constitutional appropriation

limitation, the budget reserve fund, and the reserve
for emergency operating expenses; account; and pro—

viding for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.05 is amended by adding a new section to read:

Sec. 37.05.156. BUDGET RESERVE FUND; APPROPRIATION LIMIT. (a)
There 1is established as a separate fund 1in the state treasury the
budget reserve fund. The budget reserve fund consists of appro—
priations to the fund and of money dedicated to the fund by art. IX,

sec. 17, of the Alaska Constitution.

(b) For the purposes of determining the appropriation limitatio

amount under art. IX, sec. 16, of the Alaska Constitution, an appro—
priation is considered to be made in the fiscal year in which it takes
effect. The determination of the change in population for purposes of
art I1X, sec. 16, of the Alaska Constitution shall be based on an
annual estimate of population by the Department of Labor. The deter—
mination of the change 1in inflation for purposes of art. 1IX, sec. 16,
of the Alaska Constitution shall be based on the Anchorage CPI-U
prepared by the United States Bureau of Labor Statistics. For the
purposes of art. IX, sec. 17, of the Alaska Constitution, the amount
of money received by the state that 1is subject to the appropriation
limit includes the balance 1in the general fund carried forward from

the preceding fiscal year.

-1- CSSB 362(Fin)
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fund.

(©) IT the legislature determines that the money subject to the
appropriation 1limit received by the state in a fiscal year 1is less
than the maximum permitted to be appropriated under art. 1IX, sec. 16,
of the Alaska Constitution, up to 25 percent of the balance of the
budget reserve fund may be appropriated to the general fund. Deter —
mination of the need for budget reserve fund expenditures for a fiscal
year must be made by the legislature during the third quarter of that
fiscal year.

(d) The Department of Revenue shall manage and invest assets of
the budget reserve fund 1in the manner set out for the management and
investment of the assets of the Alaska Permanent Fund Corporation
under AS 37.13.120. The department has all of the duties and authori—
ty given the corporation and its board of directors under AS 37.13.-
120 .

(e) Notwithstanding other provisions of this section, appropria—
tions may te made from the budget reserve fund needed by the governor
to meet a disaster. In this subsection, "disaster™ has the meaning
given in AS 26.23.230.

Sec. 2. AS 37.05.155 isrepealed.

Sec. 3. This Act takes effect on the effective date of an amendment

to the Constitution of the State of Alaska establishing the budget reserve

CSSB 362(Fin) -2-



COMMITTEE REPORT

SENATE
FURTHER:
A/7/86
Date
Mr. President
The Committee on NINANCE considered SB 36A

permitting the state to pay certain untimely claims.
and (a majority of the committee) (the committee) reports it back with
the following recommendations:
[ | do pass
[ do pass with attached amendment(s)
1 replace with/or adopt CS for

|
I ] new title
[ 1 same title and recommends

1] and attached a "LETTER OF INTENT" I ] NEW FISCAL NOTE

[ ] reports it barkwithout recommendation

I | recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS

Chairman

Chairman recommendation



CoOMMITTETE REPORT

S ENATE

FURTHER:
1/27/86
Date
Mr. President
The Committee on JUDICIARY cons idered SB 364

permitting the state to pay certain untimely claims.

and (a majority of the committee) (the committee) reports it back with
the following recommendations:

00 do pass
do pass with attached amendment(s)
replace with/or adopt CS for 3 Ig M j

new title
same title and recommends

and attached a "LETTER OF INTENT" p4 NEW FISCAL NOTE
reports it back without recommendation
recommends referral to Committee

MEMBERS SIGNING MEMBERS HAVING
OTHER RECOMMENDATIONS



Offered: A/7/86
Referred: Finance

Original sponsor: DeVries

IN THE SENATE BY THE JUDICIARY COMMITTEE
CS FOR SENATE BILL NO. 36A (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing the criteria for payment by the
state of claims for certain medical services."
BE IT ENACTED i . THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS AA.77 1is amended by adding a new section to read:

Sec. AA.77.015. CLAIMS FOR MEDICAL SERVICES. (a) For the
purposes of filing claims for medical services provided under AS A7.07
or A7.25.120 - A7.25.300, "promptly,”™ in AS AA.77.010(a), means (I)
within six months after the date of service, or as provided in (b) or
(c) of this section, if there 1is no third-party claim, or (2) within
12 months after the date of service if there is a third-party claim.
Except as provided in (d) of this section, a claim may not be paid if
it is not filed promptly; an inference to the contrary may not be
drawn from AS 09.10.050, AS 09.50.250 - 09.50.300, or AS 37.25.010.

(b) In accordance with (a) of this section, a claim may be
considered to be filed promptly if (1) the claim was filed more than
six months after the date of service because the medical provider had
reason to believe that the beneficiary was ineligible for service
under AS A7.07 or AS A7.25. 120 - A7.25.300; (2) a courc of competent
jurisdiction or an administrative hearing officer finds that the
beneficiary was eligible for service under AS A7-07 or AS A7.25. 120 -
A7.25.300 on the dote of service; and (3) the claim is filed within
six months after the date that the court or administrative hearing
officer®s final decision is rendered. The beneficiary 1is responsible
for notifying the medical provider of the judicial or administrative

CSSB 36A(Jud)
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Introduced: 1/27/86
Referred: Judiciary

IN THE SENATE BY DEVRIES
SENATE BILL NO. 36A
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act permitting the state to pay certain untimely
claims.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
Section . AS 44.77.010(b) 1is amended to read:
(b) For the purposes of filing <claims for medical services
provided under AS 47.07 or AS 47.25.120 - 47.25.300, "promptly"™, in
(a) of this section, means within six months after the date the ser—
vice was provided or third-party payment was received. Except as
provided in (d) of this section, a [A] claim may not be paid if it 1is
not filed within that period; an inference to the contrary may not be
drawn from AS 09.10.050, AS 09.50.250 - 09.50.300, or AS 37.25.010.
* Sec. 2. AS 44.77.010 is amended by adding a new subsection to read:
(d) The state may pay a claim that is not presented promptly
the state determines that the untimely filing either was not the fault

of the claimant or resulted from excusable neglect.

- 1- SB 364
COMMITTEE COPY



STATE OFf A

REQUEST

Bill/Resolution No.  SB364
Title :An Act permitting
pay certain untimely claims.

Sponsor:  DevVries
Requestor:

Date of Request:.

EXPENDITURES/REVENUES
OPERATING FY 86

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL

REVENUE

FUNDING

GENERALFUND
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Attach aseparate page

The Division estimates that 10Q claims by Medical
The average cost per claim is $256.99 across both programs.

affected.

Prepared by
Division :

Approved by Commissioner:
Agency. Department of Hea pyii

Distribution (by Agency preparing fiscal
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

he state to

*

LASKA
FISCAL

FISCAL DETAIL

Agency Affected:Health & Social
Bru:

Components: Medicaid and General

1986 LEGISLATIVE
NOTE

Revision Date : .

SESSION

Medical Assistance

Judical

(Thousands of Dollars)
FY87 FY 88

2b./ 26./

— 26.7

(Thousands of Daollars)

14.6 .15.2

115

257 26.7

if necessary

Medical Assistance

& Si
note)

Services

Relief

FY 89

2/.8

27.6

FY 90

28.9

.2S-2

16.4
12.5

28.9

FY 91

3u.i

"6LL

-17.1

13.Q
30.1

Service Providers would be

Phone
Date:

10/25/85
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ALASKA
FI1S

STATE 01

REQUEST

Bill/Resolution No. . sB364
Title :An Act permitting che state to
pay certain untimely claims.

Sponsor:  DeVries

Requestor
Date of Request:

(Thousands
FY 87

EXPENDITURES/REVENUES
OPERATING FY 86

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

2b./

CAPITAL

REVENUE

FUNDING

GENERALFUND
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS

FULL-TIME
PART-TIME
TEMPORARY

(Thousands of Dollars)

ANALYSIS Attach a separate page if necessary

The Division estimates that 100 claims by Medical

affected. The average cost per claim
Prepared by - Rod Bstit, Pirecto
Division : Medical Assistance

Commissioner:

Approved b
1 %epartment of HeaWh & Social

Agency:

Distribution (by Agency preparing fiscal note):
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Requestor
Office of Management and Budget
Impacted Agency(ics)
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CAL NOTE

Revision Date: —
FISCAL DETAIL

Agency Affected: Health & Social Services
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Medical
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FY 88 FY 89 FY 90 FY 91
2b./ 2/.8 25 1 30.1
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is $256.99 across both programs.
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POSITION PAi EP

Senate Bill 364

Purpose of SB364

SB364 seeks to clarify the Legislature®s intent regarding the
six-month [limitation placed on medical providers for filing medical

claims.
Sectional Analysis
SECTION 1

This section waives the six-month filing deadline through an exclusion
defined 1in Section 2.

SECTION 2

This section gives the state discretion to pay a claim that was not
filed promptly if good cause existed for the late filing. If the
filing deadline were waived, the claim would be paid in full.

Discussion

The Department endorses the sponsor®s efforts to correct inequities in
the present six-month law. The Department would recommend the
following additional changes to SB364:

(1) Language correcting those situations where the third-part.y payor
was so late in responding to the claim that more than six months
elapsed before the medical provider received the negative
response. The medical provider cannot then "promptly™ file the
claim, and is left with no recourse.

(2) Language correcting those situations that arise when a person has
been found ineligible for Medicaid or General Relief Medical, and
then successfully appeals that finding through a judicial or
administrative proceeding only to discover that more than six
months have elapsed since the medical services were provided.
This could be corrected by permitting a medical provider to file
claims within six months after the date upon which a court or
administrative hearing officer finds that a person was improperly
found to be ineligible for Medicaid or General Relief Medical.

(3) Finally, while SB364 recognizes that some claims are filed late
for good reasons, the Commissioner of Health & Social Services
should approve payment, at no more than 50 percent of the allowed
charges, of a claim not "promptly" filed, if the medical provider
shows "good cause" for the failure to meet the filing deadline.
This will permit partial payment of the claim, but continue to
stress the importance of the filing a claim timely.



F{H-"G\l mmmof Health & Social Service?

i * estimated state fund impact of S3364 is $14.6 in additional
e 7->enditures annually.

Position

The Department supports SB364 as a needed clarification of the
Medicaid six-month law, however, the Department recommends the changes
noted in Part 11l of this position paper. Language for these
recommended changes can be found in SECTION 1 of CS fov CSHB98(HESS)

Recommended By:
Rod Betit, Director
Division of Medical Assistance

Date: % / & /tfC*

Approved By:
Jaytn R. Pugh, Commissioner
Department of Health and
Social Services
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Offered: 4/7/86
Referred: Finance
Original sponsor: DeVries
IN THE SENATE BY THE JUDICIARY COMMITTEE

CS FOR SENATE BILL NO. 364 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing the criteria for payment by the
state of claims for certain medical services."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.77 is amended by adding a new sectionto read:

Sec. 44.77.015. CLAIMS FOR MEDICAL SERVICES. (a) For the
purposes of filing claims for medical services provided under- AS 47.07
or 47.25.120 - 47.25.300, "promptly,"™ in AS 44.77.010(a), means (¢H)
within six months after the date of service, or as provided in (b) or
(c) of this section, if there is no third-party claim, or (2) within
12 months after the date of service if there is a third-party claim.
Except as provided in (d) of this section, a claim may not be paid if
it is not filed promptly; an inference to the contrary may not be
drawn from AS 09.10.050, AS 09.50.250 - 09.50.300, or AS 37.25.010.

(b) In accordance with (a) of this section, a claim nay be
considered to be filed promptly if (1) the claim was filed more than
six months after the date of service because the medical provider had
reason to believe that the beneficiary was 1ineligible for service
under AS 47.07 or AS 47.25.120 - 47.25.300; (2) a court of ~competent
jurisdiction or an administrative hearing officer finds that the
beneficiary was eligible for service under AS 47.07 or AS 47.25.120 -
47.25.300 on the date of service; and (3) the claim is filed within
six months after the date that the court or administrative hearing
officer®s final decision is rendered. The beneficiary is responsible

for notifying the medical provider of the judicial or administrative

-1- CSSB 364 (Jud)
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finding. Ifthe Department of Health and Social Services has reason
to believe that the medical provider is unaware of the judicial or
administrative finding, the department shall make a good-faith effort
to notify the medical provider of the finding.

(c) In accordance with (a) of this section and for good -cause
shown, the commissioner of health and social services may authorize
payment to a medical provider of a claim filed within 12 months after
the date of service.

(d)The commissioner of health and social services may authorize
payment to a medical provider of a claim not promptly filed, upon good
cause shown. Payments under this subsection may not exceed 50 percent
of the allowable charges presented in the claim.

(e) In this section,

(1) "beneficiary™ means a person who is found to be eligi-—
ble to receive medical services under AS 47.07 or AS 47.25.120 -
47.25.300;

(2) "medical provider" means a person, firm, corporation,
association, or institution that, on the date of service, was approved
to provide medical assistance, 1in accordance with regulations adopted
by the Department of Health and Social Services.

Sec. 2. AS 44.77.010(b) is repealed.
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Introduced: 1/27/86
Referred: Judiciary

IN THE SENATE BY DEVRIES
SENATE BILL NO. 364
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act permitting the state to pay certain untimely
claims."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.77.010(b) 1is amended to read:
(b) Fox- the purposes of filing <claims for medical services
provided under AS 47.07 or AS 47.25.120 - 47.25.300, "promptly", in
(a) of this section, means within six months after the date the ser-
vice was provided or third-party payment was received. Except as
provided in (d) of this section, a [A] claim may not be paid if it is
not filed within that period; an inference to the contrary may not be
drawn from AS 09.10.050, AS 09.50.250 - 09.50.300, or AS 37.25.010.
* Sec. 2. AS 44_.77.010 1is amended by adding a new subsection to read:
(d) The state may pay a claim that is not presented promptly if
the state determines that the untimely filing either was not the fault

of the claimant or resulted from excusable neglect.

1o SB 364



COMMITTETE REPORT

S ENATE

FURTHER: -
1/27/86
Date L
Mr. President
The Committee on JUDICIARY considered SB 36zf

permitting the state to pay certain untimely claims.

and (a majority of the committee) (the committee) reports it back with
the following recommendations:

$<J do pass
] do passwith attached amendment(s)

replace with/or adopt CS for S & 307 M
P& trtie :

1 same title and recommends

1 and attached a "LETTER OF INTENT" JXf NEW FISCAL NOTE

1 reports it back without recommendation

] recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING

OTHER RECOMMENDATIONS



