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CONTINUATION of FISCAL NOTE ANALYSIS w 8?(<SEA)

For Bill/Resolution No. CSHB 9(C&RA)

If the fiscal note request is given in a timely manner allowing the depart­
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project appropriation bills. Ihe analysis assumes that last minutes changes 
to major appropriations bills are not covered by this legislation. Otherwise, 
substantial overtime costs could be incurred by personnel in an attempt to 
respond with fiscal notes in the time available.
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5-0052L

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 9 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to projected operating and mainte­

nance costs of capital improvements."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 24.08.030 is amended by adding a new subsection to

read:

(b) Before an appropriation bill containing an appropriation for 

a capital improvement is reported from the committee of first refer­

ral, there shall be attached to the bill a fiscal note containing the 

projected operating and maintenance costs of each proposed capital 

improvement. The note must identify the state agency, political 

subdivision, or other public or private entity that is responsible for 

payment of the projected costs. A  revised note shall be prepared and 

attached to the bill as necessary before the bill is reported from 

each subsequent committee of referral.

* Sec. 2. AS 37.07.030 is amended to read:

Sec. 37.07.030. RESPONSIBILITIES OF THE LEGISLATURE. The legis­

lature shall

(1) provide for a budget review function;

(2) analyze the comprehensive operating and capital im­

provements programs and financial plans recommended by the governor;

(3) adopt legislation to authorize implementation of the 

governor's comprehensive operating and capital improvements programs 

and financial plans or appropriate alternatives to those plans;

(4) provide for a post-audit function, to cover financial

“1“ CSHB 9 (Fin)
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, transactions, p r ogr am acco mplishment^ and compliance w i t h  legislative

2 i n t e n t ;

3 (5) adopt or revise the estimate or receipts r e q u i r e d  to

4 balance the succeeding fiscal year's budget in order that proposed

5 expenditures do not exceed estimated receipts for that fiscal year;

6 1 (6 ) adopt, revise, or initiate revenue measures in order to

7 ii balance the succeeding fiscal year's budget and the capital improve-

|
8 jl ments section of the budget for the succeeding six yearsj_

Ii
ai| (7) require that the projected operating and m aint enance
j

i,or costs of each proposed capital improvement, annualized over the life

l!
11 i of the improvement, be submitted wit h legislation and that the source

i
1 2 |i of funding for those costs be i d e n t i f i e d .
•j

1 3 j! * Sec. 3. AS 37.07.060(b) is amended to read:ii
1 4 |i (b) The governor shall present the proposed comprehensive oper-

1 5 I ating and capital improvements programs and financial plans in a

I*
1 6 ii message to a joint session of the legislature before the fourth legis-

17 ii lative day following the convening of the legislature in regular
*

1 8 1 session. The message shall be accompanied b y  an explanatory report
l|

191 w h i c h  summarizes recommended goals, plans, and appropriations. The
M

2 0 ;i report shall contain
• II

2 1 ji (1) the coordinated p r ogram goals and objectives w h i c h  the
it

2 2 |j governor recommends to guide the decisions on the p r o p o s e d  p r o g r a m

2 3 ji plans and budget appropriations;

2 4 1| (2) the governor's operating p r ogram and budget recommenda-

2 5 1, tions for the succeeding fiscal year organized by agency as r equired

2 6 j b y  AS 3 7 . 0 7 . 0 2 0 ( a ) ;
I

(3) the governor's capital improvements p r o g r a m  and budget27;;2.
•I

28ji recommendations for the succeeding fiscal year and capital improve-

oylj ments p r ogram for the succeeding six fiscal years w h i c h  shall include

CSHB 9 (Fin) -2-



(A) a description of each project, its estimated cost 

for the year construction is to start and the estimated cost of 

the project adjusted for inflation over the estimated period of 

construction, and the source of financing for the project; the 

project description for a n e w  building or a n e w  facility or for a 

ma j o r  addition to a building or facility should include a site 

plan, prelimi nary drawings, and architect's or engineer's total 

cost estimate for the project;

(B) a summary of projects previo usly authorized and 

not yet completed;

(C) a summary, listed by agency, of all previously  

proposed projects w h i c h  have been deferred beyond the six years 

covered by the plan and the year in w h i c h  construction has been 

rescheduled to begin;

(D) a forecast of the debt structure of the state and

the various debt ratios over the life of the state's bonds o u t­

standing, bonds authorized and to be issued, and bond  a u t h o r i z a­

tions recommended in the plan;

(E) a description of additional revenue measures 

needed to finance the plan in lieu of debt;

(F) bond  election bills to authorize the bonds r e­

quired to fund the projects scheduled for the first three years

of the plan;

(G) projections of population of the state and its

regions and communities;

(H) economic data and projections necessary for the

evaluation of the plan, including project ed operating and m a i n t e­

nance costs of each p r o posed capital improvement, annualized over 

the life of the improvement, and an identification of the

-3- CSHB 9 (Fin)



p r o j e c t e d  f u n d i n g  s o u r c e  f o r  t h o s e  c o s t s ;

(4)  a  summary o f  s t a t e  r e c e i p t s  i n  t h e  l a s t  f i s c a l  y e a r ,  a 

r e v i s e d  e s t i m a t e  f o r  t h e  c u r r e n t  f i s c a l  y e a r ,  an d  an  e s t i m a t e  f o r  t h e

s u c c e e d i n g  f i s c a l  y e a r ;

(5)  a summary o f  e x p e n d i t u r e s  d u r i n g  t h e  l a s t  f i s c a l  y e a r ,
>

t h o s e  a u t h o r i z e d  f o r  t h e  c u r r e n t  f i s c a l  y e a r ,  and  an  e s t i m a t e  f o r  t h e  

s u c c e e d i n g  f i s c a l  y e a r ;

( 6 ) any  a d d i t i o n a l  i n f o r m a t i o n  w h ic h  w i l l  f a c i l i t a t e  u n d e r ­

s t a n d i n g  o f  t h e  g o v e r n o r ' s  p r o p o s e d  p ro g ra m s  and  f i n a n c i a l  p l a n s  by  

t h e  l e g i s l a t u r e  and  t h e  p u b l i c .

* S e c .  4 .  AS 3 7 . 0 7 . 1 2 0  i s  amended by a d d i n g  a  new p a r a g r a p h  t o  r e a d :

( 8 ) " o p e r a t i n g  and  m a i n t e n a n c e  c o s t s "  means t h e  c o s t s  '• 

n e c e s s a r y  t o  o p e r a t e  a  c a p i t a l  im p ro v em en t  and  t o  p r e s e r v e  e a c h  t y p e  

o f  c a p i t a l  im p ro v e m e r t  a s  n e a r l y  a s  p o s s i b l e  i n  i t s  o r i g i n a l  o r  im­

p r o v e d  c o n d i t i o n .

CSHB 9 (Fin) -4-



UM UiOiQJIFM
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  M a r c h  25,  1987

S U B J E C T : 

T O :

F R O M :

E n c l o s e d  i s  a  d r a f t  a m e n d m e n t  f o r  y o u r  c o n s i d e r a t i o n .

A f t e r  r e v i e w i n g  t h e  p r e s e n t  p r o v i s i o n s  o f  CSHB 9(C&RA), I  
d e t e r m i n e d  t h a t  i t  was n e c e s s a r y  t o  r e t a i n  t h e  l a n g u a g e  
r e l a t e d  t o  t h e  c o m m i t t e e  o f  f i r s t  r e f e r r a l .  The r e a s o n  f o r  
t h i s  i s  t h a t  AS 3 7 . 0 7 . 0 3 0 ( 7 ) ,  a s  amended by  s e c .  2 o f  t h e  
b i l l ,  r e q u i r e s  t h e  l e g i s l a t u r e  t o  " r e q u i r e  t h a t  t h e  p r o j e c t e d  
o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  * * * b e  s u b m i t t e d  w i t h  l e g ­
i s l a t i o n  * * * . ' •  ( e m p h a s i s  a d d e d )  I  f e l t  t h a t  d e l e t i n g  t h e  
l a n g u a g e  i n  AS 2 4 . 0 8 . 0 3 0 ( b )  r e l a t i n g  t o  t h e  c o m m i t t e e  o f  
f i r s t  r e f e r r a l  m i g h t  b e  s e e n  a s  a w e a k e n in g  o f  AS 3 7 . 0 7 . 0 3 0 ( 7 ) . ,

C o n s e q u e n t l y ,  t h e  a p p r o a c h  t a k e n  by  t h e  amendment i s  t o  r e q u i r e  
t h a t  a r e v i s e d  f i s c a l  n o t e ,  i f  n e c e s s a r y  b e c a u s e  o f  r e v i s i o n s  
i n  t h e  b i l l ,  b e  a t t a c h e d  b y  e a c h  s u b s e q u e n t  c o m m i t t e e  o f  
r e f e r r a l .  I  b e l i e v e  t h a t  t h i s  a d d r e s s e s  y o u r  c o n c e r n s .

I f  I  m i s s e d  t h e  m a rk ,  o r  i f  I  c a n  b e  o f  f u r t h e r  a s s i s t a n c e ,  
p l e a s e  a d v i s e .

DRD:mkr 
ml 0 /0 4 9

Amendment f o r  CSHB 9 (C&RA)

R e p r e s e n t a t i v e  S t e v e  F r a n k

D av id  R. D i e r d o r f  
R e v i s o r  o f  S t a t u t e

POUCHY STATE CAPIIOl 
JUNEAU, Al ASKA 99BI I 

90/ -16S 3800.

E n c l o s u r e
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IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 9 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  FIRST SESSION 

A BILL

F o r  an  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  p r o j e c t e d  o p e r a t i n g  an d  m a i n t e ­

n a n c e  c o s t s  o f  c a p i t a l  i m p r o v e m e n t s . "

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 2 4 . 0 8 . 0 3 0  i s  amended by a d d i n g  a  new s u b s e c t i o n  to  

r e a d :

(b)  B e f o r e  a n  a p p r o p r i a t i o n  b i l l  c o n t a i n i n g  an  a p p r o p r i a t i o n  f o r  

a  c a p i t a l  im p ro v em en t  i s  r e p o r t e d  f rom  t h e  c o m m i t t e e  o f  f i r s t  r e f e r ­

r a l ,  t h e r e  s h a l l  b e  a t t a c h e d  t o  t h e  b i l l  a f i s c a l  n o t e  c o n t a i n i n g  t h e  

p r o j e c t e d  o p e r a t i n g  and  m a i n t e n a n c e  c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l  

im p ro v e m e n t .  The n o t e  m u s t  i d e n t i f y  t h e  s t a t e  a g e n c y ,  p o l i t i c a l  

s u b d i v i s i o n ,  o r  o t h e r  p u b l i c  o r  p r i v a t e  e n t i t y  t h a t  i s  r e s p o n s i b l e  f o r  

paym en t  o f  t h e  p r o j e c t e d  c o s t s .  A r e v i s e d  n o t e  s h a l l  b e  p r e p a r e d  and

a t t a ch ed  t o  t h e  b i l l  a s  n e c e s s a r y  b e f o r e  t h e  b i l l  i s r e p o r t e d  from 

e a c h  s u b s e q u e n t  c o m m i t t e e  o f  r e f e r r a l .

* S e c .  2 .  AS 3 7 . 0 7 . 0 3 0  i s  amended t o  r e a d :

S e c .  3 7 . 0 7 . 0 3 0 .  RESPONSIBILITIES OF THE LEGISLATURE. The l e g i s ­

l a t u r e  s h a l l

(1 )  p r o v i d e  f o r  a  b u d g e t  r e v i e w  f u n c t i o n ;

(2)  a n a l y z e  t h e  c o m p r e h e n s i v e  o p e r a t i n g  an d  c a p i t a l  im­

p r o v e m e n t s  p r o g r a m s  and f i n a n c i a l  p l a n s  recommended by t h e  g o v e r n o r ;

(3)  a d o p t  l e g i s l a t i o n  t o  a u t h o r i z e  i m p l e m e n t a t i o n  o f  t h e  

g o v e r n o r ' s  c o m p r e h e n s i v e  o p e r a t i n g  and  c a p i t a l  im p ro v e m e n t s  p ro g ra m s  

and f i n a n c i a l  p l a n s  o r  a p p r o p r i a t e  a l t e r n a t i v e s  t o  t h o s e  p l a n s ;

(4)  p r o v i d e  f o r  a p o s t - a u d i t  f u n c t i o n ,  t o  c o v e r  f i n a n c i a l

- 1 -  CSHB 9 ( F i n )
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t r a n s a c t i o n s ,  p r o g ra m  a c c o m p l i s h m e n t ^  an d  c o m p l i a n c e  w i t h  l e g i s l a t i v e  

i n t e n t ;

(5)  a d o p t  o r  r e v i s e  t h e  e s t i m a t e  o r  r e c e i p t s  r e q u i r e d  to  

b a l a n c e  t h e  s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  i n  o r d e r  t h a t  p r o p o s e d  

e x p e n d i t u r e s  do n o t  e x c e e d  e s t i m a t e d  r e c e i p t s  f o r  t h a t  f i s c a l  y e a r ;

(6 )  a d o p t ,  r e v i s e ,  o r  i n i t i a t e  r e v e n u e  m e a s u r e s  i n  o r d e r  t o  

b a l a n c e  t h e  s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  and  t h e  c a p i t a l  i m p r o v e ­

m en ts  s e c t i o n  o f  t h e  b u d g e t  f o r  t h e  s u c c e e d i n g  s i x  y e a r s j_

(7 )  r e q u i r e  t h a t  t h e  p r o j e c t e d  o p e r a t i n g  and  m a i n t e n a n c e  

c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l  im p ro v e m e n t ,  a n n u a l i z e d  o v e r  t h e  l i f e  

o f  t h e  im p ro v e m e n t ,  b e  s u b m i t t e d  w i t h  l e g i s l a t i o n  and  t h a t  t h e  s o u r c e  

o f  f u n d i n g  f o r  t h o s e  c o s t s  be i d e n t i f i e d .

* S e c .  3.  AS 3 7 . 0 7 . 0 6 0 ( b )  i s  amended t o  r e a d ;

(b)  The g o v e r n o r  s h a l l  p r e s e n t  t h e  p r o p o s e d  c o m p r e h e n s i v e  o p e r ­

a t i n g  and  c a p i t a l  im p ro v e m e n t s  p r o g r a m s  an d  f i n a n c i a l  p l a n s  i n  a 

m essag e  t o  a j o i n t  s e s s i o n  o f  t h e  l e g i s l a t u r e  b e f o r e  t h e  f o u r t h  l e g i s ­

l a t i v e  day  f o l l o w i n g  t h e  c o n v e n i n g  o f  t h e  l e g i s l a t u r e  i n  r e g u l a r  

s e s s i o n .  The m e ss a g e  s h a l l  b e  a c c o m p a n ie d  by an  e x p l a n a t o r y  r e p o r t  

w h ich  sum m ar izes  recommended g o a l s ,  p l a n s ,  and  a p p r o p r i a t i o n s .  The 

r e p o r t  s h a l l  c o n t a i n

(1)  t h e  c o o r d i n a t e d  p r o g ra m  g o a l s  and  o b j e c t i v e s  w h ic h  th e  

g o v e r n o r  recommends t o  g u i d e  t h e  d e c i s i o n s  on t h e  p r o p o s e d  p ro g ram  

p l a n s  and b u d g e t  a p p r o p r i a t i o n s ;

(2 )  t h e  g o v e r n o r ' s  o p e r a t i n g  p r o g ra m  a n d  b u d g e t  recom m enda­

t i o n s  f o r  t h e  s u c c e e d i n g  f i s c a l  y e a r  o r g a n i z e d  b y  a g e n c y  a s  r e q u i r e d

. by AS 3 7 . 0 7 . 0 2 0 ( a ) ;

(3) t h e  g o v e r n o r ' s  c a p i t a l  im p ro v e m e n t s  p r o g r a m  and  b u d g e t  

r e c o m m e n d a t io n s  f o r  t h e  s u c c e e d i n g  f i s c a l  y e a r  an d  c a p i t a l  i m p r o v e ­

m en ts  p ro g ra m  f o r  t h e  s u c c e e d i n g  s i x  f i s c a l  y e a r s  w h ic h  s h a l l  i n c l u d e

CSHB 9 ( F i n ) - 2 -
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(A) a d e scription of each project, its estimated cost 

for the year constru ction is to start and the estimated cost of 

the project adjusted for inflation over the estimated p eri od of 

construction, and the source of financing for the project; the 

project description for a n e w  building or a new facility or for a 

m a j o r  addition to a b u i l d i n g  or facility should include a site 

plan, prel iminary drawings, and architect's or engineer's total 

cost estimate for the project;

(B) a summary of projects previously a uthorized and 

not yet completed;

(C) a summary, listed by agency, of all previously 

p roposed projects w h i c h  have been deferred beyond the six years 

covered by the plan and the year in which construction has been 

r escheduled to begin;

(D) a forecast of the debt structure of the state and

the various debt ratios over the life of the state's bonds o u t­

standing, bonds autho rized and to be issued, and bon d a u t h o r i z a­

tions recommended in the plan;

(E) a d e scription  of additional revenue measures 

needed to finance the pl an in lieu of debt;

(F) b o n d  election bills to authorize the bonds r e­

quired to fund the projects scheduled for the first three years 

of the plan;

(G) projectio ns of population of the state and its

regions and communities;

(H) economic data and projections necessary for the

evaluation of the p l a n , including projected operating and m a i n t e­

nance costs of each p r o posed capital improvement, annualized over 

the life of the improvement, and an identification of the

-3- CSHB 9 ( F i n )



projected funding source for those c o s t s ;

(4) a summary of state receipts in the last fiscal year, a

revised estimate for the current fiscal year, and an estimate for the

succeeding fiscal year;

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

those authorized for the current fiscal year, and an estimate for the

succeeding fiscal year;

(6) any additional information whi ch will facilitate u n d e r­

standing of the governor's proposed programs and financial plans by 

the legislature and the public.

* Sec. A. AS 37.07.120 is amended by adding a n e w  par agraph to read:

(8) "operating and maintenance costr" means the costs 

n e c e ssary to operate a capital improvement and to preserve each type 

of capital improvement as nearly as possible in its original or im­

proved condition.

CSHB 9 (Fin) -A-



A l a s k a  S t a t e  L e g i s l a t u r e

Representative Mike Davis
P .O . Box  V  Interim  O ffice :
Juneau, A lask a 9 9 8 11  P .O . B ox  81435
(907) 465-4930/4941 Fairbanks, A lask a  99708

MEMORANDUM

To: House Finance Committee

From: Rep. Mike Davis

Date: March 10, 1987

Re: CSHB 9 (C&RA); Relating to projected operating and 
maintenance costs of capital improvements.

The passage of CSHB 9 would provide budgetary reform in 
the drafting of the state's capital budget. This bill would 
create greater fiscal responsibility in the state by p r o­
viding legislators with an assessment of the projected 
operating and maintenance costs of a capital improvement under 
consideration. CSHB 9 applies only to capital improvements 
that have been submitted in legislation.

CSHB 9 requires that projected operating and maintenance 
costs, annualized over the life of the capital improvement, be 
included in a fiscal note attached to an appropriation bill 
before the bill is passed out of the first committee of 
referral. The fiscal note must also include the source of 
funding for the operating and maintenance costs. CSHB 9 also 
requires that this information be included in the governor's 
economic data and projections for use in evaluating the 
state's capital improvements program.

Under the provisions of CSHB 9, ultimate responsibility 
for providing the projected O&M costs in the fiscal note 
resides with the legislator requesting the capital improvement 
through legislation. Projected O&M costs would be received by 
asking that this information be provided by the party request­
ing the capital improvement.

This legislation is not expected to be costly or burden­
some to requestors of state grants for capital improvements, 
and projected O&M costs could be determined at the same time 
that that the cost is determined for the capital improvement 
itself. State agencies and some municipalities already 
provide projected O&M costs in their capital improvement 
requests.



®  ***!

§ 24.08.020

» — 24.08.210)

*
§ 24.08.030 Legislature § 24.08.035

Sec.  24.08.030. A p p r o p r i a t i o n  bil ls.  Bills for appropr iat ion shal l  
be confined to appropr iat ions  and shall  include the  am oun t  involved 
and the purpose,  method,  m an n er  and other  re la ted  conditions of 
payment.  (§ 31 ch 157 SLA 1959)

R e v ia o r’s n otes. —  F o rm e rly  A S  

24.30.030. R enum bered in  1985.

■nd resolutions 
!ls

re for handl ing 
dl they become 
g rules adopted 
ccordance with 

(§ 29 ch 157

'itu tio n a l amend* 

<0; for resolutions 

orders, see A S

h bill shall  be 
to one subject 

:, revising or 
bject shall  be 
matters  which 
accomplishing

*

m

Sec.  24.08.035. F i s c a l  n o t e s  on  bil ls,  (a) Before a bill or resolu­
tion, except an  appropr iat ion bill, is reported from the  committee of 
first referral,  t h e re  shal l  be at tached to the bill a fiscal note 
containing an  es t imate  of the  amount  of the  appropriat ion increase or 
decrease which would resul t  from enactment  of the  bill for t h e  cu rren t  
fiscal year  and five succeeding fiscal years  or, if the  bill h a s  no fiscal 
impact, a s t a t em en t  to t h a t  effect shall  be attached.  The fiscal note or 
s tatement  shall  be prepared in conformity wi th the  requ irement s  of 
this section by the  d epa r t m en t  or depar tments  affected an d  may  be 
reviewed by the  office of m anage m en t  and budget.  Th e fiscal note or 
s t a tement  shall  be delivered to the committee reques t ing i t  wi thin 
five days of the  reques t  or  wi thin two days i f  the  reques t  is made af ter  
the 90th day of a  re g u la r  session, or during a special session of the  
legislature.  I f  the  bill is presented by the  governor for int roduct ion in 
accordance wi th AS 24.08.060(b) and the  uniform rules  of the  
legislature,  the  fiscal note  or s t a t em en t  shall  be a t tached to the  bill 
before the  bill is introduced.  An am endm ent  or a subst i tu te  bill 
proposed by a  commit tee  of referral  t h a t  changes the  fiscal impact  of  a 
bill shall be explained in  a revised fiscal note or s ta temen t  a t tached  to 
the  bill.

(b) In addi tion to the  fiscal note required by th is  section, the  
sponsor of a  bill or resolution may  prepare a  fiscal note in conformity 
with the re quir ement s  of this section and submit  it to the committee of 
first referral  or t h e  finance committee. A committee may prepare  an  
additional fiscal note in  conformity wi th the  requ irement s  of th is  
section.

(c) A fiscal note for a  bill or resolution mus t  contain the  following 
information:

(1) the  fiscal impact  on exist ing programs;
(2) the  fiscal impact  of  new programs or activities:
(3) a line i tem detai l  of the  fiscal impact;
(4) the source of funds expected to be utilized by general  fund 

source, federal  fund source, or o ther  identified source;
(5) the  n u m b er  of new positions which may be required,  identified 

as full-time, par t- t ime,  or temporary;
(6) an analys is  of  how the  figures in the fiscal note were derived;
(7) additional informat ion necessary to explain the  fiscal note;

11



§ 24.08.036 A laska Statutes § 24.08.037

(8 ) a fiscal impact projection fo r the cu rren t fiscal year and fo r the 
succeeding five fisca l years ; and

(9 ) fo rm a l in fo rm ation  consisting o f
(A ) the b i ll o r  reso lu tion number,
(B ) the name o f the prim e sponsors,
(C ) the date the fisca l note was prepared,
(D ) the name o f the committee requesting the fisca l note,
(E ) the name and phone number o f  the person who prepared the 

fiscal note, and
(F ) the budget request un it, program , or subprogram  affected.
(d) The o rig in a l o f a  fisca l note sh a ll be subm itted to the D iv ision o f 

Leg islative Finance and copies sh a ll be sent to the prime sponsor, the 
committee requesting the fiscal note, and the office o f management 
and budget. (§ 1 ch 153 SLA  1968; am  § 1 ch 20 SLA  1972; am § 1 ch 
42 SLA  1976 ; am  § 2 ch 60 SLA  1979; am §§ 3, 4  ch 63 SLA  1983)

R e v is o r ’s n otes. —  F o rm e rly  A S 
24.30.035. Renum bered in  1985.

E ffe c t o f  a m e n d m e n ts . —  The 1983 
am endm ent designated the e x is tin g  la n ­
guage as subsection (a) and added subsec­
tions (b), fc), and Id); and in  present 
subsection (a), in  the first sentence in ­
serted "or resolution, except a n  appropria­
tion  b ill,” fo llo w ing "Before a b il l”  and

substituted "current fiscal year and five 

succeeding fiscal years" for "ensuing fiscal 

year and at least two succeeding fiscal 

years", in  the second sentence inserted "in  

conform ity w ith  the requirements o f this 

section" and added the language begin­

n in g  "and m ay be reviewed", and inserted 

the present th ird  sentence.

Sec. 24 .08 .036 . Fiscal notes on bills affecting state retirem ent 
systems. Before a b i ll which would have an effect on the re tirem ent 
systems o f the state is reported to the ru les committee, there sh a ll be 
attached to the b ill an ana lysis o f the long-term  and short-term  costs 
to the state i f  the b ill is adopted, as well as the impact o f the b i ll on 
the ac tua ria l soundness o f the fund. The ana lysis is in addition to the 
fiscal note requ irem ents o f AS 24 .08 .035 . (§ 2 ch 130 SLA  1977; am 
§ 3 ch 60 SLA  1979; am  § 81 ch 6 SLA  1984)

R e v is o r ’s n otes. —  Enacted as A S  

24.30.037. Renum bered as A S  24.30.036 

in  1977. Renum bered again in  1985. 

E ffe c t o f  a m e n d m e n ts . —  The 1984

am endm ent deleted "shall be prepared by 

the Legislative Board o f R etirem ent Bene­

fits  and” fo llow ing "analysis" in  the = .c- 

ond sentence.

Sec . 24 .0 3 .0 3 7 . G e n e ra l o b lig a t io n  b ond  b ills . A b ill au thorizing 
the issuance o f  genera l ob ligation bonds creating a state debt fo r 
capital improvements sh a ll contain a statement o f  the scope o f each 
project included :n the proposed bond issue. The statement sh a ll 
include a b rie f description o f  each capital improvement project, its 
location, and, in d o lla rs , that portion o f the to ta l bond issue to be 
allocated to the project. (§ 2 ch 70 SLA  1973; am § 30 ch 197 SLA  
1975)
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§ 24.08.040
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.CAPI-02 STATE OF ALASKA — CAT*UAL PROJECT DETAIL12/19/8 5 15:A 5l't - DEPARTMENT OF TRAN5PORI AT ION/PUDLIC FACILITIES RECORD KEY: mSADOTOJ 52A10725Cl AS5IFICATIOH: 00 000 00 00 LOCATION CODE/PRIORITY: / PROGRAM: HIGHWAYS IILMH: 'ill
ELECTION AGENCY —  PROJECT PFTPROJECT TITLE LOCATION DIST PRIORITY START DURATION POSITIONS DCN

M> RICH IIWY SHOULDER I WIDEN FA1RDAIIK5 18 1Q3 FY87 0 MOS.
OPERATINGFUNDING REQUESTED REVISED COSTS

100Q GENERAL FUND 620.0 18.0
xxxxxx TOTAL COSTS 620.0 18.0

UJECT DESCRIPTION: APPROPRIATED TO STATE AGENCY
1 WIDEN AND PAVE SHOULDERS FROM APPROXIMATELY 12 MILE VILLAGE TO FLOOD CONTROL PROJECT. THE ROAD IS HIE MAIN ROUTE TOR REFINERY TRUCKS AND INTERSECTS WITH THE ACCESS TO THE NEW NORTH POLE HIGH SCHOOL. THIS PROJECTIS SUI'PORTED DY HIE LOCAL GOVERNMENT.
2 THE CITY OF NORTH POLE HAS EXPERIENCED RAPID GROWTH AND DEVELOPMENT ON DOTH SIDES OF THE OLD RICHARDSON DURING THE PAS I 2 YEARS (NORTH POLE REINERY EXPANSION, NEW HIGH SCHOOL, RESIDENTIAL DEVELOPMENT, ETC). THE EXISTING 20’ ROADWAY 15 INADEQUATE TO HANDLE THE INCREASED COMMUNITY AND TRUCK TRAFFIC. COMMUNITY AND SAFETY CONCERNS MAKE THIS A HIGH I OCAL PRIORITY.
3 THE WIDENED ROADWAY AND FORECASTED TRAFFIC INCREASES ARE EXPECTED TO INCREASE MAINTENANCE REQUIREMENTS ON THIS SECTION.
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1 1 2 5  S e v e n t e e n t h  S t r e e t ,  Sui t e  1 5 0 0

Denver,  C o l o r a d o  8 0 2 0 2

M a y  1 5 ,  1 S 3 3



• /

The A la ska  L e g i s l a t u r e  should deve lop  a s tanda rd  f o r m f o r  
c a p i t a l  p r o j e c t s  wnfch a e s c r i o e s  tne purpose o f  a~no neeo f o r

ec ch j r o -

D i s c u s s i o n :  In o r d e r  to  make w e l l - i n f o rm ed  d e c i s i o n s  about c a p i t a l
p r o j e c t s ,  l e g i s l a t o r s  need d e t a i l e d  i n fo rm a t i o n  on the pu rpose  o f  and need 
f o r  each- proposed p r o j e c t .  Severa l  l e g i s l a t o r s  exp ressed  f r u s t r a t i o n  ove r  
the o f t e n  in adequate  documentat ion f o r  proposed c a p i t a l  p r o j e c t s - - e s p e c i a 1l y  
l o c a l  p r o j e c t s .

The s tandard  fo rm shou ld inc lude ,  a t  minimum, the f o l l o w i n g  e lemen ts :

•  P r o j e c t  t i t l e

• P r o j e c t  purpose

• P r o j e c t  j u s t i f i c a t i o n  ( e . g . ,  needed to  p r o t e c t  h e a l t h  
or w e l f a r e  o f  c i t i z e n s ,  to  respond to c o u r t  o r d e r ,  to 
encourage economic development,  e t c . )

•  A l t e r n a t i v e  ways o f  d e a l ing  with the problem at hand

•  A l t e r n a t i v e  funding sources  i f  p r o j e c t  i s  no t  funded

A compendium o f  the completed c ap i t a l  p r o j e c t  forms shou ld  accompany the 
proposed s t a t e  and l o c a l  cap i t a l  budgets when they a r e  taken up f o r  ccrtsid 
e r a t i o n  by the f i n an c e  committees.

3.  L e g i s l a t i v e  Finance D iv i s i o n  s t a f f  or c o n s u l t a n t s  s hould be 
r e s p o n s i b l e  f o r  reviewing a l l  c a p i t a l  p r o j e c t  p r o p o s a l s  so 
see i f  che f i s c a l  noses included a r e  r e a s on ab l e .

i n s p e c t i o n .

f

<t Es t imated c ap i t a l  expend i tu re  requ i rements  o ve r  the _ 
n ex t  f i v e  y e a r s ,  by y e a r

• Es t imated ope ra t ing  expenses which w i l l  be genera ted  
by t h i s  p r o j e c t ,  over the next f i v e  y e a r s ,  by y e a r
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ALASKA STATE LEGISLATURE 
HOUSE O F REPRESENTATIVES 

RESEARCH AGENCY

Pouch Y , Sta le Capito l 
Juneau. A lu k a  99811 

(907) 46J .399 I

A p r i l  4, 1983

MEMORANDUM

TO: Representat ive  Hugh Malone

FROM: Jack Kreinhede
Research S t a f f

RE: E f fe c t  o f  Capi ta l  P ro je c ts  on Operat ing Budget 
Research Request 83-59

Royce W el le r  o f  you r  s t a f f  requested th a t  we prov ide the fo l l o w in g  
i n f o a i a t i o n  on the e f f e c t  o f  c a p i ta l  p ro je c t s  on the State opera t ing  
budget:

• a general d iscuss ion  o f  the r e s p o n s i b i l i t y  ( lo ca l  vs.  S ta te)  
and ope ra t ing  costs  f o r  d i f f e r e n t  types o f  c a p i ta l  p r o je c t s ,  
such as schoo ls ,  roads, and o f f i c e s ;

• an es t im a te  of  the increase in  the opera t ing  budget over the 
l a s t  f i v e  years which was caused by new c a p i ta l  p r o je c t s ;  and

• an index o f  opera t ing  costs  f o r  va r ious  types o f  c a p i ta l  p ro ­
j e c t s  on a u n i t  bas is ,  such as per square • foot  f o r  b u i l d in g s  
and per  lane m i le  f o r  roads.

I t  was not  p o s s ib le ,  w i t h in  the research t ime a v a i la b le  f o r  t h i s
reques t ,  to  determine the ope ra t ing  budget impact o f  a l l  c a p i ta l
p ro je c ts  over the l a s t  f i v e  y e a rs .  The sec t ion  on t h i s  t o p ic  focuses 
on four  o f  the  S ta te  agencies most a f fe c te d  by the ope ra t ing  costs
o f  c a p i t a l  p r o j e c t s ,  and on debt s e rv ic e  f o r  bonded p r o j e c t s .  The 
budget in fo rm a t ion  which was used f o r  the ana lys is  has several l i m i t a ­
t i o n s  which are  discussed in  t h a t  s e c t io n .  I f  ycu would l i k e  more
comprehensive in fo rm a t ion  on the opera t ing  costs  o f  c a p i ta l  p r o j e c t s ,  
we may be able to  do a d d i t i o n a l  research l a t e r  t h i s  session o r  dur ing 
the in t e r im .

RESPONSIBILITY FOR OPERATING COSTS

A cons iderab le  p o r t io n  o f  S ta te  c a p i ta l  spending over the l a s t  several 
years has been in the form o f  grants  to  m u n i c i p a l i t i e s .  In nea r ly  a l l  
cases, loca l  governments are respons ib le  f o r  the ope ra t ion  and main­
tenance o f  c a p i ta l  p ro je c ts  b u i l t  w i th  State g ra n ts .  Thus, from the
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Sta te 's  pe rspec t i ve ,  the impact o f  c a p i ta l  spending on the S ta te 's  
ope ra t ing  budget has been much sma l le r  than would have been the case 
i f  most c a p i t a l  spending was f o r  p ro je c t s  under Sta te  r e s p o n s i b i l i t y .  
Near ly a l l  po r t  and harbor f a c i l i t i e s  are a lso  operated by m u n ic i ­
p a l i t i e s ,  so th a t  Sta te  spending on harbor improvements does not have a 
d i r e c t  impact on the State opera t ing  budget.

For some types o f  c a p i t a l  p r o j e c t s ,  most notab ly  school c o n s t ru c t io n  
and p ro je c ts  i n  small communit ies,  the r e s p o n s i b i l i t y  f o r  ope ra t ing  
costs  i s  not c l e a r - c u t .  In the case o f  schoo ls ,  ope ra t ing  and normal 
maintenance costs are pa id ,  a t  leas t  i n i t i a l l y ,  by the loca l  school 
d i s t r i c t s  and Rural Educat ional  At tendance Areas (REAAs). State educa­
t i o n  funding under the foundat ion  program is  based p r i m a r i l y  on a t t e n ­
dance (number of  s tu d e n ts ) ,  not  on school opera t ing  cos ts .  There fore ,  
when the State bu i ld s  a school o r  prov ides a grant to  a m u n ic i p a l i t y  
to  b u i l d  a schoo l ,  the d i s t r i c t ' s  o r  REAA's funding i s  not d i r e c t l y  
increased t o  pay the cost  of  ope ra t ing  the  schoo l .  In t h i s  sense, i t  
i s  the school d i s t r i c t s  and REAAs t h a t  are d i r e c t l y  respons ib le  f o r  
opera t ing  cos ts .

Hov/ever, as you know, the S ta te  prov ides  most o f  the opera t ing  funds 
f o r  the school d i s t r i c t s  and REAAs through the educat ion foundat ion  
program. In FY 81,  the Sta te  provided an average of  73 percen t o f  
t o t a l  revenues f o r  school d i s t r i c t s  and 87 percent o f  t o t a l  revenues 
f o r  REAAs.1 These f i g u r e s  make i t  ev iden t  t h a t  over the long run, 
the State i n d i r e c t l y  pays most of  the ope ra t ing  costs o f  new school 
f a c i l i t i e s .  State fund ing f o r  school d i s t r i c t s  and REAAs increased 
by 60 percent  from $319.2 m i l l i o n  in  FY 81 to  $509.1 m i l l i o n  in  FY 83. 
This increase in  funding paid fo r  growth in  the number o f  s tudents and 
teachers ,  new programs, and the e f f e c t s  o f  i n f l a t i o n ,  as we l l  as the 
cost  o f  ope ra t ing  new schoo ls.

The s i t u a t i o n  w i th  c a p i t a l  p ro je c t s  in  small communit ies is  s i m i l a r .  
Al though the communit ies may be respons ib le  f o r  ope ra t ion  and main­
tenance o f  f a c i l i t i e s ,  roads, and o th e r  p r o j e c t s ,  most o f  t h e i r  
revenues are rece ived from the Sta te  through revenue s h a r in g ,  mun ic ipa l  
a ss is ta n c e ,  and o th e r  programs. The impact o f  these loca l  c a p i t a l  
p ro je c ts  on the  S ta te 's  opera t ing  budget depends on one's p e rs p e c t i v e .  
Conceivab ly ,  i f  S ta te  revenues f e l l  d r a m a t i c a l l y ,  the S ta te  could reduce 
ass is tance to  m u n i c i p a l i t i e s  and l e t  them ma in ta in  t h e i r  c a p i t a l  
f a c i l i t i e s  as bes t they cou ld .  However, i f  these f a c i l i t i e s  are to  be 
p rope r ly  ma in ta ined,  much of  t h i s  money w i l l  have to come from the  
S ta te .

1 Source: Department of  Educat ion 1982 Annual Report .
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TYPES OF CAPITAL PROJECTS

I t  i s  impor tan t  to  cons ide r  the e f f e c t  o f  d i f f e r e n t  types o f  c a p i ta l  
p ro je c ts  on maintenance and opera t ions  (M&O) cos ts .  A review o f  the 
c a p i ta l  budgets enacted by the l e g i s l a t u r e  f o r  the pas t several  years 
i n d ic a te d  th a t  a la rge  percentage o f  c a p i ta l  app ro p r ia t ions  were 
improvements o r  replacements f o r  e x i s t i n g  f a c i l i t i e s ,  r a th e r  than new 
p r o je c t s .  Any type o f  r e p a i r  o r  maintenance i tem o f  $25,000 o r  more 
i s  u s u a l l y  budgeted as a c a p i ta l  p r o j e c t ,  ra th e r  than as an opera t ing  
i tem. Cap i ta l  improvement p ro je c ts  can increase opera t ing costs i f  a 
b u i l d i n g  i s  enlarged o r  a road i s  widened from two lanes to  f o u r ,  but 
opera t ing  costs can a lso  de c l in e  when i n e f f i c i e n t ,  high maintenance 
b u i ld in g s  and d e te r io ra te d  roads are replaced or  improved.

Rased on my rev iew o f  the FY 83 c a p i ta l  budget,  about 17 percent o f  
the ap p ro p r ia t io n s  had a poss ib le  opera t ing budget impact. This f i g u r e  
does not  in c lu d e  munic ipal  g ra n ts ,  except f o r  school c o n s t r u c t i o n ,  which 
are in c lud ed .  For FY 82, about 38 percen t of  the app ro p r ia t ions  had a 
p o te n t ia l  ope ra t ing  budget impact,  i n d i c a t i n g  a la rg e r  p ropo r t ion  o f  
spending f o r  "new" p r o je c t s  and State-owned p ro je c ts  in  t h i s  yea r .

The v a r i a b i l i t y  o f  maintenance and opera t ing  app rop r ia t ions  a lso  a f f e c t s  
the r e l a t i o n s h i p  between c a p i ta l  and opera t ing expend i tu res .  The 
va r ious  maintenance u n i t s  in  the  Department o f  T ranspo r ta t ion  and 
P u b l i c  F a c i l i t i e s  f r e q u e n t l y  s ta ted  i n  t h e i r  budget requests t h a t  
maintenance work had p re v io u s ly  been budgeted a t  a very minimal l e v e l , 
w i t h  most major maintenance de fe r red  i n d e f i n i t e l y .  This type o f  budget 
approach would reduce the ope ra t in g  impact o f  c ap i ta )  p ro je c ts  in  the 
s h o r t  run,  but would also, decrease the usefu l  l i f e  of  most f a c i l i t i e s .  
In a d d i t i o n ,  i f  maintenance i s  de fer red  u n t i l  i t  becomes a major 
r enov a t ion ,  the a p p ro p r i a t i o n  f o r  t h i s  renovat ion would then show up 
in  the  c a p i ta l  budget r a th e r  than the opera t ing  budget.

OPERATING BUDGET INCREASES RESULTING FROM CAPITAL PROJECTS

Debt Serv ice f o r  Bonded Pro jec ts

Debt s e rv ic e  on general o b l i g a t i o n  bonds issued by the Sta te  i s  not an 
ope ra t ing  cost  i n  the normal sense o f  paying f o r  the ac tua l  ope ra t ion  
o f  a c a p i ta l  p r o j e c t .  The bas ic  d i f f e r e n c e  between bonding f o r  a 
c a p i t a l  p ro je c t  and a p p ro p r i a t i n g  cash i s  th a t  bonding spreads the 
a p p ro p r i a t i o n  over a long per iod  o f  t ime (which o f  course requ i res
i n t e r e s t  payments). However, debt s e rv ic e  on the S t a t e ’ s bonded 
indebtedness i s  app rop r ia ted  in  the opera t ing  budget; t h e r e fo r e ,  bond­
ing c a p i ta l  p ro je c ts  increases the opera t ing  budget in subsequent
y ea rs .  In a d d i t i o n ,  the payment of  debt se rv ice  i s  s i m i l a r  to o the r
Man costs  in  t h a t  i t  i s  a long- te rm  o b l i g a t i o n  which r e s u l t s  from the
c o n s t r u c t i o n  of  c a p i t a l  p r o je c t s .
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H i s t o r i c a l  and p r o j e c t e d  d e b t  s e r v i c e  p a y m e n t s  f rom FY 74 t o  FY 84 a r e  
a s  f o l l o w s  ( i n  m i l l i o n s  o f  d o l l a r s ) :

FY 75 $3D.I  a FY 80 $75.1
FY 76 35.1 FY 81 97.6
FY 77 41.9 FY 82 102.4
FY 78 50 .n FY 83 141.7
FY 79 60.0 FY 84 178.7

Source: FY 84 Execut ive Capi ta l  Rudget, p. 7

For the most recent f i v e  years from FY 79 to FY 83, debt se rv ice  
payments have increased by about $82 m i l l i o n .  Dur ing the same pe r io d ,  
the general fund opera t ing  budget increased by $ 1 . 0 4  b i l l i o n ,  from 
$888 m i l l i o n  i n  FY 79 t o  $1.93 b i l l i o n  in  FY 83. The increase in  
debt se rv ice  th e re fo re  accounts f o r  about 8 percent  of  the growth in 
the opera t ing  budget f o r  these f i s c a l  years .

Debt se rv ice  payments d i f f e r  from o the r  M&O costs  because, i n  Alaska, 
the  payments gen e ra l l y  extend fo r  on ly  ID to  15 yea rs ,  r a th e r  than 
f o r  the usefu l  l i f e  of  the c a p i ta l  p r o je c t  being bonded. In o rder  
to  enhance and maintain the  S ta te 's  c r e d i t  r a t i n g ,  the term o f  general 
o b l i g a t i o n  bonds has been t a i l o r e d  to the p ro je c te d  revenue dec l ine  
beg inn ing  in  the  l a t e  1980s. This s h o r t e r  term means t h a t  the annual 
ope ra t ing  cos ts  o f  bonded c a p i ta l  p ro je c t s  w i l l  dec l in e  in  l a t e r  years 
when the bonds are repa id  and debt s e rv ice  payments end. However, 
t h i s  d e c l in e  could be p a r t i a l l y  o f f s e t  by increased maintenance costs 
f o r  o l d e r  f a c i l i t i e s .

Agency Operat ing Costs f o r  Capi ta l  P ro jec ts

The State agencies which have seen the la rg e s t  increases in  ope ra t ing  
cos ts  as a r e s u l t  o f  recent  c a p i ta l  p r o je c t s  in c lu d e :

- -  Department o f  T ranspo r ta t ion  and P u b l i c  F a c i l i t i e s  
- -  D i v i s i o n  o f  Correc t ions  (Department o f  Heal th and Social  

Serv ices)
- -  Department o f  Fish and Game (hatchery  program)
— U n iv e r s i t y  o f  Alaska

There are a number of  o th e r  programs f o r  which ope ra t ing  cos ts  have 
increased as a r e s u l t  o f  c a p i ta l  p r o je c t s ,  such as hea l th  c l i n i c s ,  
p ionee rs '  homes, rec re a t iona l  f a c i l i t i e s ,  and wa te r  and sewer p r o j e c t s .  
However, com p i l ing  a l l  the c a p i ta l  p r o je c t  ope ra t ing  cos ts  f o r  these 
and o the r  programs would take cons iderab ly  more research t ime than the 
e ig h t  s t a f f  days t h a t  were a v a i la b le  fo r  t h i s  reques t .
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The p r i m a r y  metho d u s e d  t o  d e t e r m i n e  t h e  a d d i t i o n a l  o p e r a t i n g  c o s t s  
f o r  c a p i t a l  p r o j e c t s  was a r e v i e w  o f  a g e n c y  b u d g e t  r e q u e s t s .  When 
e a c h . S t a t e  a g e n cy  s u b m i t s  i t s  b u d g e t  r e q u e s t  t o  t h e  G o v e r n o r ' s  O f f i c e ,  
i t  i s  r e q u i r e d  t o  j u s t i f y  any a d d i t i o n s  t o  i t s  b u d g e t  a b o v e  t h e  c o n ­
t i n u a t i o n  l e v e l  (w h ic h  i s  b a s i c a l l y  t h e  p r i o r  y e a r ' s  b u d g e t  a d j u s t e d  
f o r  i n f l a t i o n  and  o t h e r  f a c t o r s ) .  In t h e o r y ,  a n y  a d d i t i o n a l  c o s t s  f o r  
o p e r a t i o n ,  m a i n t e n a n c e ,  o r  p e r s o n n e l  f rom new c a p i t a l  p r o j e c t s  s h o u l d  
be found on t h e s e  b u d g e t  f o r m s .  The FY 8 4  b u d g e t  fo rm s  now i n c l u d e  a 
s p a c e  f o r  l i s t i n g  t h e  s p e c i f i c  c a p i t a l  p r o j e c t  w h ich  r e q u i r e d  t h e  
a d d i t i o n a l  c o s t s ;  h o w e v e r ,  t h i s  i n f o r m a t i o n  was r a r e l y  i n c l u d e d  in  t h e  
b u d g e t s  I r e v i e w e d .

I t  i s  i m p o r t a n t  t o  n o t e  t h a t  t h i s  b u d g e t  i n f o r m a t i o n  i n c l u d e s  o n l y  
a g e n c y  r e q u e s t s .  A c t u a l  a p p r o p r i a t i o n s  and  e x p e n d i t u r e s  may v a r y  
s i g n i f i c a n t l y .  However ,  i n  t e r m s  o f  e v a l u a t i n g  t h e  f u l l  m a i n t e n a n c e  
c o s t s  o f  c a p i t a l  p r o j e c t s ,  ag e n cy  r e q u e s t s  may be a b e t t e r  i n d i c a t o r ,  
a s s u m i n g  t h a t  t h e s e  r e q u e s t s  a r e  a c c u r a t e .  Lower  a p p r o p r i a t i o n s  would  
i n d i c a t e  a s u b - s t a n d a r d  l e v e l  o f  m a i n t e n a n c e ,  w h ich  f o r  m o s t  f a c i l i t i e s  
w ou ld  r e s u l t  i n  e i t h e r  h i g h e r  m a i n t e n a n c e  c o s t s  i n  l a t e r  y e a r s  o r  a 
s h o r t e r  u s e f u l  l i f e .

A n o t h e r  c o n s i d e r a t i o n  r e g a r d i n g  t h e  c o s t s  p r e s e n t e d  i n  t h i s  s e c t i o n  i s  
t h a t  t h e y  r e f l e c t  o n l y  a d d i t i o n a l  c o s t s  w hi ch  c o u l d  n o t  be c o v e r e d  
w i t h i n  t h e  e x i s t i n g  a g e n c y  b u d g e t s .  F o r  some p r o j e c t s ,  f u n d s  i n  t h e  
e x i s t i n g  o p e r a t i o n  an d  m a i n t e n a n c e  b u d g e t  may h a v e  been  " s t r e t c h e d "  by 
r e d u c i n g  m a i n t e n a n c e  l e v e l s  s l i g h t l y  on o t h e r  f a c i l i t i e s  t o  c o v e r  t h e  
a d d i t i o n a l  c o s t s .  O r ,  i f  M&O c o s t s  d e c l i n e d  f o r  any f a c i l i t i e s ,  t h i s  
s a v i n g s  may h ave  b ee n  u s ed  t o  pay p a r t  o f  t h e  M&O c o s t '  o f  new c a p i t a l  
p r o j e c t s .

D e p a r t m e n t  o f  T r a n s p o r t a t i o n  an d P u b l i c  F a c i l i t i e s

DOT/PF r e q u e s t e d  a t o t a l  o f  a b o u t  $8.5 m i l l i o n  f r om  FY 81 t o  FY 84 f o r  
t h e  o p e r a t i o n  an d  m a i n t e n a n c e  o f  new c a p i t a l  p r o j e c t s .  T a b l e  1 on t h e  
f o l l o w i n g  page l i s t s  t h e s e  a d d i t i o n a l  b u d g e t  r e q u e s t s  f o r  e a c h  o f  t h e  
f o u r  f i s c a l  y e a r s .  To p u t  t h i s  f i g u r e  i n  p e r s p e c t i v e ,  D O T/PF 's  FY 83 
b u d g e t  f o r  m a i n t e n a n c e  and  o p e r a t i o n s  i s  $110.3 m i l l i o n . 2 T h i s  i n d i ­
c a t e s  t h a t  t h e  DOT/PF M&O b u d g e t  h a s  i n c r e a s e d  by a b o u t  8 p e r c e n t  
a s  a r e s u l t  o f  c a p i t a l  p r o j e c t s  c o n s t r u c t e d  d u r i n g  t h e  l a s t  s e v e r a l  
y e a r s .

2 Th is  f i g u r e  excludes M&O costs f o r  the  Anchorage and Fairbanks 
I n te rn a t io n a l  A i r p o r t s ,  which are not funded through the general  fund.
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Most o f  these requests f o r  a d d i t io n a l  M&O funds were fo r  e i t h e r  ru ra l  
a i r p o r t  improvements o r  f o r  new road mi leage. For example, the FY 83 
budget request f o r  the Western reg ion noted th a t  l i g h t i n g  sy.stens, 
runway ex tens ions ,  o r  nav iga t io n  and communications equipment had been 
i n s t a l l e d  a t  33 community a i r p o r t s .  The FY 81 I n t e r i o r  reg ion budget 
request s ta ted  t h a t  296 lane mi les  o f  roads and highways had been added 
to  the regions system s ince  1979 w i t h  on ly  small increases in maintenance 
funds. A sma l le r  amount o f  a d d i t i o n a l  funds was requested f o r  b u i l d in g  
maintenance and ope ra t ion  and f o r  expansion o f  the design and support  
s t a f f  f o r  c a p i t a l  p r o j e c t s 3

D iv i s i o n  o f  Cor rec t ions

Table 2 conta ins  the amounts requested by the D i v i s i o n  of  Cor rec t ions  fo r  
new o r  expanded f a c i l i t i e s .  These f ig u re s  inc lude  a l l  d i r e c t  costs  o f  
ope ra t ing  and m a in ta in ing  the  c o r re c t i o n a l  f a c i l i t i e s ,  in c lu d in g  person­
n e l ,  the purchase o f  food and o the r  commodit ies,  and c on t rac tu a l  se r ­
v ic e s .  The l a r g e s t  budget requests were f o r  the Cook I n l e t  p r e - t r i a l  
f a c i l i t y  ($2.3 m i l l i o n ) ,  the Palmer medium s e c u r i t y  p r ison  ($1.6 
m i l l i o n ) ,  and the Hi land Mountain expansion ($1.6 m i l l i o n ) .  The D i v i ­
s i o n ' s  FY 83 ope ra t ing  budget i s  $58.7 m i l l i o n ,  up from $27 m i l l i o n  in 
FY 80.

TABLE 2

D iv is io n  o f  Co r rec t ions  A d d i t io n a l  Budget Requests f o r  Operat ion and 
Maintenance o f  New o r  Expanded F a c i l i t i e s

FY 84 $3,662,000
FY 83 7,667,000
FY 82 489,000
FY 81 2,360,000

TOTAL $14,178,000

Department o f  Fish and Game

The F ishe r ies  R e h a b i l i t a t i o n ,  Enhancement and Development (FRED) D i v i ­
s ion operates 20 f i s h  h a tc h e r ie s ,  as wel l  as engaging in stream r e s t o ­
r a t i o n ,  lake f e r t i l i z a t i o n  and o th e r  a c t i v i t i e s .  The ope ra t ion  o f  the

3 During t h i s  pe r io d ,  several  m i l l i o n  d o l l a r s  (not inc luded nere) 
was requested f o r  c a p i ta l  p r o je c t  des ign,  suppor t  and a d m in is t r a t i o n  
as pa r t  o f  the l e g i s l a t i v e  mandate to conver t  from c a p i t a l  funding 
f o r  these p o s i t i o n s  to funding under the ope ra t ing  budget.
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hatcher ies  requ i res  about $6.7 m i l l i o n  out of  the D i v i s i o n ' s  to ta l  
$13.5 on FY 83 ope ra t ing  budget .4 Of the 20 ha tc h e r ie s ,  about 
11 hav.'n- -V^an b u i l t  s ince 1978 through general o b l i g a t i o n  bonds. An 
approxwr.ce es t imate o f  the cos t  of  ope ra t ing  these newer ha tcher ies  
would be $3.7 m i l l i o n .  The average s ize  o f  the newer ha tcher ies  is  

• l a r g e r  than the o ld e r  f a c i l i t i e s ,  so th a t  the actual  opera t ing  cos t  of  
the newer ha tcher ies  would be somewhat l a rg e r  than $3.7 m i l l i o n .

The cos t  o f  opera t ing  the ha tcher ies  a t  f u l l  capac i ty  would be la rg e r  
than the f igu res  c i t e d  above. However, because o f  budget c o n s t r a in t s ,  
the D iv i s i o n  is  opera t ing  several  o f  the ha tcher ies  a t  reduced l e v e ls .  
The D i v i s i o n  has a lso r e s t r i c t e d  i t s  o the r  func t ions  because funding 
f o r  the ha tcher ies  has not kept pace w i t h  cos t  increases.

U n iv e r s i t y  o f  Alaska

Time d id  no t  perm it  a complete review o f  the budget requests f o r  the 
U n iv e r s i t y  o f  Alaska.  However, i t  was ev iden t  from the two f i s c a l  
years which were examined t h a t  on ly  a very small percentage o f  the 
U n i v e r s i t y ' s  budget requests were f o r  the ope ra t ion  o f  new f a c i l i t i e s .  
Near ly a l l  o f  the requests were f o r  new teach ing  p o s i t i o n s  o r  o the r  
program-o r ien ted  purposes. In a d d i t i o n ,  several  o f  the requests f o r  
the ope ra t ion  and maintenance o f  new b u i ld in g s  were re jec ted  by the 
Governor.

For example, $772,000 was requested in  the FY 84 budget f o r  opera t ing 
new b u i ld in g s  at  the Anchorage and Juneau campuses, a l l  o f  which was 
r e je c te d .  I t  i s  u n l i k e l y  t h a t  the U n iv e r s i t y  would a l low  the b u i ld in g s  
to  stand empty, so t h a t  the cos t  o f  ope ra t ing  these b u i ld in g s  w i l l  
probably  be re a l l o c a te d  from o th e r  funds.  In FY 82, $517,000 was 
requested (and approved by the Governor) f o r  new f a c i l i t i e s ,  in c lu d in g  
the  Anchorage Community Co l lege a v i a t i o n  complex, a Fairbanks power 
p la n t  a d d i t i o n ,  and ad d i t io n s  to several  community co l leges  throughout  
the s ta te .

4 Source: Stan Moberly,  FRED D i v i s i o n  D i r e c t o r ,  personal communication,  
3 /31 /83 .
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For example, $772,000 was requested in the FY 84 budget f o r  opera t ing  
new b u i ld in g s  a t  the Anchorage and Juneau campuses, a l l  o f  which was 
r e je c te d .  I t  i s  u n l i k e l y  t h a t  the U n iv e r s i t y  would a l low  the b u i ld in g s  
to  stand empty, so t h a t  the cost o f  ope ra t ing  these b u i ld in g s  w i l l  
p robably  be re a l l o c a te d  from o the r  funds. In FY 82, $517,000 was 
requested (and approved by the Governor) f o r  new f a c i l i t i e s ,  i n c lu d in g  
the Anchorage Community Col lege a v i a t i o n  complex, a Fairbanks power 
p la n t  a d d i t i o n ,  and add i t ions  t o  several  community co l leges  throughout  
the s t a te .

MAINTENANCE ANO OPERATIONS COST INDEXES

The a t tached  tab le s  inc lude  re p re s e n ta t i v e  maintenance and opera t ions 
costs  f o r  roads and highways, a i r p o r t s ,  and p u b l i c  b u i l d i n g s .  I t  must 
be emphasized t h a t  the  M&O f i g u r e s ,  which were provided by DOT/PF, are 
approximate and are averages. M&O costs f o r  s p e c i f i c  f a c i l i t i e s  can 
vary cons ide rab ly  depending on l o c a t i o n ,  des ign,  age, leve l  o f  use, 
and leve l  o f  maintenance. I t  should a lso  he noted t h a t  the costs  
fo r  roads and a i r p o r t s  are from a 1981 DOT/PF s tudy ;  c u r ren t  costs 
would be about 15 percent h igher  as a r e s u l t  of  i n f l a t i o n .

These M&O f ig u r e s  do not in c lud e  the non-maintenance personnel costs 
o f  ope ra t in g  f a c i l i t i e s ,  f o r  example, teachers '  s a l a r i e s  in  schoo ls .  
The s t a f f i n g  le v e ls  o f  schools and o the r  f a c i l i t i e s  vary cons ide rab ly  
in r e l a t i o n  to b u i l d i n g  s iz e ,  making i t  inaccu ra te  to  use any kind o f  
" p o s i t i o n s  per square f o o t "  average in  determin ing  personnel c o s ts .

Roads

Attachment 1 shows maintenance costs per lane m i le  per  yea r  f o r  e ig h t  
d i f f e r e n t  types o f  roads,  ranging from 4- lane  paved highways to  grave l  
roads less  than 20 f e e t  wide. The maintenance costs  are also c l a s ­
s i f i e d  by reg io n :  I n t e r i o r ,  S o u th cen t ra l ,  Southeastern,  Western and 
Centra l  (a map o f  these regions is  inc luded on the fo l l o w in g  page).  
These cos ts  were compiled by DOT/PF in  a 1981 s tudy .  The ta b le  demon­
s t r a t e s  the wide range in  maintenance cos ts  both f o r  d i f f e r e n t  types 
o f  roads and in  d i f f e r e n t  reg ions .  For example, the cos t  o f  m a in ta in in g  
2 - lan e  paved ru ra l  pr imary routes  (Type IV) in  the Southcentra l  region 
is  shown as $8,739 per lane m i l e ,  compared t o  on ly  $2,346 per lane 
m i le  f o r  gravel secondary roads (Type 6) i n  the same reg ion .  Most of  
t h i s  cost  d i f f e re n c e  i s  a r e s u l t  of  the h igher  t r a f f i c  volumes on the 
pr imary  rou tes  and a h igher  maintenance l e v e l ,  such as more f requent  
snowplowi ng.

The w i d e  s p r e a d  in  m a i n t e n a n c e  c o s t s  in  d i f f e r e n t  r e g i o n s  i s  i n d i c a t e d  
by t h e  f a c t  t h a t  in  t h e  I n t e r i o r  r e g i o n ,  m a i n t a i n i n g  a 2 - l a n e  p a v e d
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ru ra l  pr imary rou te  costs $4,432 per lane m i le  — about h a l f  the cost 
fo r  the  same road type in  the Southcentra l  region — wh i le  in  the 
Western region the cost  f o r  t h i s  road type i s  over $15,ODD per lane 
mi le .

Al though the la rge  var iance in  road maintenance costs makes i t  d i f f i c u l t  
and somewhat mis lead ing to  use a s i n g le  average f i g u r e ,  a cos t  o f  55,2(1(1 
per lane m i le  i s  o f te n  used in  OOT/PF budget requests as an in d ic a to r  
o f  ope ra t ing  cos ts .

Ai r p o r ts

DOT/PF has also compiled data on the maintenance and opera t ing  costs 
o f  State-owned a i r p o r t s  throughout  the s t a t e .  These costs are sum­
marized in  Attachment 2,  and are c l a s s i f i e d  f o r  four  types o f  a i r p o r t s  
and th ree  areas o f  the s t a t e .  The a i r p o r t  types ,  in o rder  o f  d e c l in in g  
s i z e ,  are :  reg iona l  cen te r ,  r e g io n a l ,  t r a n s p o r t  and community. Areas 
I I  and I I I  are the same I n t e r i o r  and Western, reg ions used f o r  the 
in fo rm a t io n  oh road cos ts ,  w h i le  Area I combines the C e n t ra l ,  South- 
c e n t ra l  , and Southeastern reg io ns .  These a i r p o r t  maintenance costs 
are a lso  f o r  FY 81 and should be i n f l a t e d  by about 15 percent to 
r e j e c t  cu r ren t  cos ts .

As might be expected, the l a r g e r  reg iona l  a i r p o r t s  are cons iderab ly  
more expensive t o  mainta in  than the sm a l le r  community a i r p o r t s .  The 
average maintenance cost  f o r  the reg iona l  cen te r  a i r p o r t s  a t  the t ime 
o f  the study was about $371,DOf) per  ye a r .  Community a i r p o r t s  averaged 
on ly  $14,360 in average maintenance cos ts .  One cost .d i f fe rence  which 
appears unusual a t  f i r s t  glance is  the much lower cost  shown fo r  
maintenance of  community a i r p o r t s  in  Area I I I  ( the  Western reg ion)  
compared t o  the re s t  o f  the  s t a t e .  One might expect the cost  o f  
maintenance to be h igher  in  the Western region because o f  i t s  remoteness 
and rugged c l im a te .  The most l i k e l y  reasons f o r  the lower cost  shown 
f o r  the Western region are s imply t h a t  the a i r p o r t s  in  many o f  these 
communit ies are very bas ic ,  f r e q u e n t l y  w i thou t  l i g h t i n g  o r  communi­
c a t io n s ,  and receive very  l im i t e d  maintenance.

I t  should be noted t h a t  an .extensive ru ra l  a i r p o r t  improvement program 
has been undertaken over the past several yea rs ,  and as a r e s u l t ,  
c u r r e n t  maintenance cos ts  are probably  somewhat h ighe r  (even a f t e r  
a d ju s t in g  f o r  i n f l a t i o n )  than those shown in  Attachment 2 .  Al though 
some a i r p o r t  improvements, such as runway re s u r fa c in g ,  can reduce 
maintenance cos ts ,  o the r  improvements l i k e  runway l i g h t i n g ,  communi­
ca t ions  and nav iga t iona l  a ids requ i re  ex tens ive  maintenance to remain 
o p e ra t i v e .
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Pub l ic  Bu i ld ings

According to  Greg Brown, Act ing Sta tewide Planning Manager f o r  DOT/PF, 
the annual maintenance and opera t ing  cost  o f  a new o f f i c e  b u i l d in g  or  
school in Anchorage o r  Juneau would probably  f a l l  i n  the range of  
56.50-$7.75 per square foot o f  b u i l d i n g  space. This cost  f i g u re  is  
f o r  an optimum leve l  o f  maintenance and inc ludes  a l l  annual costs 
such as u t i l i t i e s ,  insurance,  and j a n i t o r i a l  s e r v i c e ,  in  a d d i t io n  to 
p e r i o d i c  repa i rs  to  the r o o f ,  heat ing system, and o the r  components.

This cost  range was obta ined from h i s t o r i c a l  DOT/PF and loca l  govern­
ment i n fo rm a t io n .  Mr. Rrown noted th a t  i t  i s  d i f f i c u l t  to a r r i v e  a t  an 
average maintenance c o s t ,  even fo r  s i m i l a r  b u i l d i n g s ,  because d i f f e r e n t  
agencies inc lude d i f f e r e n t  items as MAO c os ts ,  and because d i f f e r e n t  
le ve ls  o f  maintenance are used. He emphasized t h a t  t h i s  cost  f i g u r e  
should be used on ly  as a general i n d i c a t o r  of  p o te n t ia l  maintenance and 
ope ra t ing  impacts ,  and should not be used f o r  s p e c i f i c  p ro je c ts  or  
in  p repar ing agency budgets.

As noted e a r l i e r ,  M&O costs can vary c o n s id e ra b ly ,  even f o r  the same 
l o c a t i o n ,  depending on type o f  f a c i l i t y ,  des ign ,  and less- than-opt imum 
maintenance l e v e l s .  For example, a c o r re c t i o n s  f a c i l i t y  would be much 
more expensive to  main ta in  than an o f f i c e  f a c i l i t y ,  because o f  i t s  f u l l ­
t ime occupancy and s e c u r i t y  requ irements .  On the o the r  hand, a main­
tenance shop or s torage f a c i l i t y  would have lower M&O c o s ts .  An o ld e r  
f a c i l i t y  w i l l  u s u a l l y  have a h ighe r  M&O cos t  per  square foo t  than 
a new b u i l d i n g .  A lso ,  i t  i s  impor tant  to  recognize the e f f e c t  o f  
i n f l a t i o n  on f u tu r e  M&O cos ts .  With 10 percen t i n f l a t i o n ,  the t o t a l  
M&O costs over the  30 year l i f e  o f  a b u i l d i n g  can be over 12 t imes 
the o r i g i n a l  c ons t ruc t ion  cost of  the s t r u c t u r e .

•k k ★ k ★

I hope th a t  t h i s  in fo rm a t ion  is  u s e f u l ,  and re g re t  t h a t  we were not 
ab le  t o  prov ide a more comprehensive response under the t ime con­
s t r a i n t s  o f  our c u r re n t  workload. Should you have any quest ions or
need a d d i t i o n a l  research,  please do not h e s i t a te  to  con tac t  us.

J K /s j

Attachments



ATTACHMENT 1 Source: DOT/PF

SUMMARY OF AVERAGE TOTAL MAINTENANCE COST/LANE MILE/YEAR 

I n c l u d i n g  O v e r h e a d  C o s t s

XOj U
n. tj
>. 'r*

>. —*01 
n) oju
If UO) O
o >o 
(<: i-tn

INTERIOR SOUTHCENTRAL SOUTHEASTERN WESTERN CENTRAL

M a i n t .  
Co s t

O v e r ­
h e a d
( 3 1 7 . )

T o t  a 1 M a i n t . 
C o s t

O v e r ­
h e a d
(317 . )

T o t a  1 M a i n t . 
C o s t

O v e r ­
h e a d
( 3 1 7 . )

T o t a l M a i n t . 
C o s t

O v e r ­
h e a d
(3 17 . )

T o t a l M a i n t . 
C o s t

O v e r ­
h e a d
( 3 1 7 . )

Tnl  a 1

1 48 1 8 ,  <336 5 , 8 7 0 " 2 4 , 8 0 6 0 0 0 7 ,  76 0 2 , 4 0 6 1 0 , 1 6 6 0 0 0 2 , 9 2 8 9 0 8 3 , 8 3 6

1 I 48 4 , 7  75 1 , 4 8 0 6 , 2 5 5 0 0 0 4 , 6 6 3 1 , 4 4 6 6 , 1 0 9 0 0 0 2 , 7 5 2 8 5 3 3 , 6 0 5

111 24 ' ) , J 8 1 2 , 9 0 8 1 2 , 2 8 9 0 0 0 5 , 9 7 8 1 , 8 5 3 7 , 8 3 1 0 0 0 4 ,  771 1 , 4  79 6 ,2 5 (1

IV 24 3 , 3 8 3 1 , 0 4 9 4 , 4 3 2 6 , 6 7 1 2 , 0 6 8 8 , 7 3 9 3 , 6 3 8 1 , 1 2 8 4 , 7 6 6 1 1 , 7 6 4 3 , 6 4 7 1 5 , 4 1 1 3 , 1 9 8 991 4 ,  189

V 24 2 / 3 5 5 9 1 6 3 , 8 7 1 5 , 6 8 3 1 , 7 6 2 7 , 4 4 5 4 , 6 2 4 1 , 4 3 3 6 , 0 5 7 1 , 5 9 2 4 9 4 2 , 0 8 6 2 , 8 9 0 8 9 6 3 ,  786

VI 32 2 , 2 3  3 692 2 , 9 2 5 1 , 7 9 1 5'55 2 , 3 4 6 4 , 3 4 4 1 , 3 4 7 5 , 6 9 1 2 , 0 7 4 6 4 3 2 , 7 1 7 2 , 8 8 7 8 9 5 3 , 7 8 2

V I I  18 3 , 0 2 6 9 3 8 3 , 9 6 4 3 , 1 0 1 961 4 , 0 6 2 6 , 1 2 5 1 , 8 9 9 8 , 0 2 4 2 , 8 1 1 871 3 , 6 8 2 3 , 2 1 6 9 9 7 4 , 2 1 3

V I I I  24 1 , 8 ‘)5 587 2 , 4 8 2 2 , 2 0 1 68 2 2 , 8 8 3 6 , 4 9 4 2 , 0 1 3 8 , 5 0 7 8 7 9 2 7 2 1 , 1 5 1 2 , 6 1  1 8 0 9 3 , 4 2 0

11 h a s  b e e n  n o t e d  t h a t  l he $ 2 4 , 8 0 6  c o s t / l a n e  m i l e  s h o w n  f o r  T yp o  1 r o a d w a y s  l o c a t e d  i n  t h e  I n t e r i o r  
M a i n t e n a n c e  R e g i o n ,  a l s o  d e s c r i b e d  a s  A r e a  I I ,  c a n  be  a t t r i b u t e d  t o  t h e  h i g h  m a i n t e n a n c e  c o s t s  a s s o c i a t e d  
w i t h  c h a i n  l i n k  f e n c i n g  w h i c h  e x i s t e d  a s  a t r a f f i c  s e p a r a t o r  on  p o r t i o n s  o f  R o u t e  1 7 0 0 0 0  ( P a r k s  H i g h w a y ) ,  
d o l i n g  t l i e  t i m e  p e r i o d  a s s o c i a t e d  w i t h  c o s t s  s h o w n  i n  t h i s  r e p o r t .  Th e  c h a i n  l i n k  f e n c i n g  h a s  b e e n  r e p l a c e d  
w i t h  c n i i r r e t e  t r a f f i c  s e p a r a t o r s  w h i c h  s h o u l d  c o n t r i b u t e  t o  r e d u c e d  f u t u r e  m a i n t e n a n c e  c o s t s .



ATTACHMENT 2 — AIRPORTS 

TOTAL AVERAGE MAINTENANCE COSTS AND OVERHEAD COSTS

- AREA I 1 AREA I I 2 AREA I I I 3

Regional  Center Maintenance
Overhead

$301,608
63,767

$276,795
87,744

S313,092 
66,062

To ta l $370,375 $364,539 S379.154

Regional Maintenance
Overhead

203,384
46,372

110,646
35,075

153,012
32,286

T o ta l $249,756 $145,721 $185,293

T ra n s p o r t Maintenance 
Overhead •

' 60,364 
13,763

— 22,293
4,704

To t a l $ 74,127 — -  — $ 26,997

Community Maintenance
Overhead

11,403
2,600

17,065
5,410

5,452
1,150

T o ta l $ 14,003 $ 22,475 $ 6,602

•1. Overhead c a l c u l a t e d  a t  22.8% o f  main tenance.

2. Overhead c a l c u l a t e d  a t  31.7% o f  main tenance.

3. Overhead c a l c u l a t e d  a t  21.1% o f  main tenance.

Source: OOT/PF



Of f ered: 3 / 9 / 8 7  5 - 0 0 5 2 B
Re f e r r e d :  F i n a n c e

O r i g i n a l  s p o n s o r s :  D a v i s ,  Drown
an d  G o l l

BY THE COMMUNITY AND REGIONAL
1 IN THE HOUSE AFFAIRS COMMITTEE

2 CS FOR HOUSE BILL NO. 9 (C&RA)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  p r o j e c t e d  o p e r a t i n g  and  m a i n t e -

7 n a n c e  c o s t s  o f  c a p i t a l  i m p r o v e m e n t s . "

8 BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 *  S e c t i o n  1 .  AS 2 4 . 0 8 . 0 3 0  i s  amended  by a d d i n g  a  new s u b s e c t i o n  t o

10 r e a d :

11 ( b )  B e f o r e  a n  a p p r o p r i a t i o n  b i l l  c o n t a i n i n g  a n  a p p r o p r i a t i o n  f o r

12 a  c a p i t a l  i m p r o v e m e n t  i s  r e p o r t e d  f ro m  t h e  c o m m i t t e e  o f  f i r s t  r e f e r -

13 r a l ,  t h e r e  s h a l l  be  a t t a c h e d  t o  t h e  b i l l  a f i s c a l  n o t e  c o n t a i n i n g  t h e

14 p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l

15 i m p r o v e m e n t .  The  n o t e  m u s t  i d e n t i f y  t h e  s t a t e  a g e n c y ,  p o l i t i c a l

16 s u b d i v i s i o n ,  o r  o t h e r  p u b l i c  o r  p r i v a t e  e n t i t y  t h a t  i s  r e s p o n s i b l e  f o r

17 p a y m e n t  o f  t h e  p r o j e c t e d  c o s t s .

18 *  S e c .  2 .  AS 3 7 . 0 7 . 0 3 0  i s  amended  t o  r e a d :

19 S e c .  3 7 . 0 7 . 0 3 0 .  RESPONSIBILITIES OF THE LEGISLATURE. The  l e g i s -

20 l a t u r e  s h a l l

21 ( 1 )  p r o v i d e  f o r  a  b u d g e t  r e v i e w  f u n c t i o n ;

22 ( 2 )  a n a l y z e  t h e  c o m p r e h e n s i v e  o p e r a t i n g  a n d  c a p i t a l  im-

23 p r o v e m e n t s  p r o g r a m s  a n d  f i n a n c i a l  p l a n s  recom me nded  by t h e  g o v e r n o r ;

24 ( 3 )  a d o p t  l e g i s l a t i o n  t o  a u t h o r i z e  i m p l e m e n t a t i o n  o f  t h e

25 g o v e r n o r ' s  c o m p r e h e n s i v e  o p e r a t i n g  and  c a p i t a l  i m p r o v e m e n t s  p r o g r a m s

26 and f i n a n c i a l  p l a n s  o r  a p p r o p r i a t e  a l t e r n a t i v e s  t o  t h o s e  p l a n s ;

27 ( 4 )  p r o v i d e  f o r  a  p o s t - a u d i t  f u n c t i o n ,  t o  c o v e r  f i n a n c i a l

28 t r a n s a c t i o n s ,  p r o g r a m  a c c o m p l i s h m e n t ^  a n d  c o m p l i a n c e  w i t h  l e g i s l a t i v e

@  29 intent;
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1 ( 5 )  a d o p t  o r  r e v i s e  t h e  e s t i m a t e  o r  r e c e i p t s  r e q u i r e d  t o

2 b a l a n c e  t h e  s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  i n  o r d e r  t h a t  p r o p o s e d

3 e x p e n d i t u r e s  do  n o t  e x c e e d  e s t i m a t e d  r e c e i p t s  f o r  t h a t  f i s c a l  y e a r ;

4 ( 6 )  a d o p t ,  r e v i s e ,  o r  i n i t i a t e  r e v e n u e  m e a s u r e s  i n  o r d e r  t o

5 b a l a n c e  t h e  s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  a n d  t h e  c a p i t a l  i m p r o v e -

6 m e n t s  s e c t i o n  o f  t h e  b u d g e t  f o r  t h e  s u c c e e d i n g  s i x  y e a r s ^

7 ( 7 )  r e q u i r e  t h a t  t h e  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e n a n c e

8 c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l  i m p r o v e m e n t ,  a n n u a l i z e d  o v e r  t h e  l i f e

9 o f  t h e  i m p r o v e m e n t ,  b e  s u b m i t t e d  w i t h  l e g i s l a t i o n  a n d  t h a t  t h e  s o u r c e

10 o f  f u n d i n g  f o r  t h o s e  c o s t s  be  i d e n t i f i e d .

11 * S e c .  3 .  AS 3 7 . 0 7 . 0 6 0 ( b )  i s  amended  t o  r e a d :

12 ( b )  The g o v e r n o r  s h a l l  p r e s e n t  t h e  p r o p o s e d  c o m p r e h e n s i v e  o p e r -

13 a t i n g  a n d  c a p i t a l  i m p r o v e m e n t s  p r o g r a m s  a n d  f i n a n c i a l  p l a n s  i n  a

14 m e s s a g e  t o  a  j o i n t  s e s s i o n  o f  t h e  l e g i s l a t u r e  b e f o r e  t h e  f o u r t h  l e g i s -

15 l a t i v e  d a y  f o l l o w i n g  t h e  c o n v e n i n g  o f  t h e  l e g i s l a t u r e  i n  r e g u l a r

16 s e s s i o n .  The m e s s a g e  s h a l l  b e  a c c o m p a n i e d  by a n  e x p l a n a t o r y  r e p o r t

17 w h i c h  s u m m a r i z e s  recom me nded  g o a l s ,  p l a n s ,  and  a p p r o p r i a t i o n s .  The

10 r e p o r t  s h a l l  c o n t a i n

19 ( 1 )  t h e  c o o r d i n a t e d  p r o g r a m  g o a l s  a n d  o b j e c t i v e s  w h i c h  t h e

20 g o v e r n o r  recommends  t o  g u i d e  t h e  d e c i s i o n s  on  t h e  p r o p o s e d  p r o g r a m

21 p l a n s  a n d  b u d g e t  a p p r o p r i a t i o n s ;

22 ( 2 )  t h e  g o v e r n o r ' s  o p e r a t i n g  p r o g r a m  an d  b u d g e t  r e c o m m e n d a -

23 t i o n s  f o r  t h e  s u c c e e d i n g  f i s c a l  y e a r  o r g a n i z e d  b y  a g e n c y  a s  r e q u i r e d

24 by AS 3 7 . 0 7 . 0 2 0 ( a ) ;

25 ( 3 )  t h e  g o v e r n o r ' s  c a p i t a l  i m p r o v e m e n t s  p r o g r a m  a n d  b u d g e t

26 r e c o m m e n d a t i o n s  f o r  t h e  s u c c e e d i n g  f i s c a l  y e a r  a nd  c a p i t a l  i m p r o v e -

27  m e n t s  p r o g r a m  f o r  t h e  s u c c e e d i n g  s i x  f i s c a l  y e a r s  w h i c h  s h a l l  i n c l u d e

28 (A) a  d e s c r i p t i o n  o f  e a c h  p r o j e c t ,  i t s  e s t i m a t e d  c o s t

29 f o r  t h e  y e a r  c o n s t r u c t i o n  i s  t o  s t a r t  a nd  t h e  e s t i m a t e d  c o s t  o f

m
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1 t h e  p r o j e c t  a d j u s t e d  f o r  i n f l a t i o n  o v e r  t h e  e s t i m a t e d  p e r i o d  o f

2 c o n s t r u c t i o n ,  a n d  t h e  s o u r c e  o f  f i n a n c i n g  f o r  t h e  p r o j e c t ;  t h e

3 p r o j e c t  d e s c r i p t i o n  f o r  a new b u i l d i n g  o r  a  new f a c i l i t y  o r  f o r  a

4 m a j o r  a d d i t i o n  t o  a  b u i l d i n g  o r  f a c i l i t y  s h o u l d  i n c l u d e  a  s i t e

5 p l a n ,  p r e l i m i n a r y  d r a w i n g s ,  a nd  a r c h i t e c t ' s  o r  e n g i n e e r ' s  t o t a l

6 c o s t  e s t i m a t e  f o r  t h e  p r o j e c t ;

7 (B)  a  summary o f  p r o j e c t s  p r e v i o u s l y  a u t h o r i z e d  a n d

8 n o t  y e t  c o m p l e t e d ;

9 (C) a  su mm ary ,  l i s t e d  by  a g e n c y ,  o f  a l l  p r e v i o u s l y

10 p r o p o s e d  p r o j e c t s  w h i c h  h a v e  b e e n  d e f e r r e d  b e y o n d  t h e  s i x  y e a r s

11 c o v e r e d  by t h e  p l a n  a n d  t h e  y e a r  i n  w h i c h  c o n s t r u c t i o n  h a s  b e e n

12 r e s c h e d u l e d  t o  b e g i n ;

13 (D) a  f o r e c a s t  o f  t h e  d e b t  s t r u c t u r e  o f  t h e  s t a t e  a n d

14 t h e  v a r i o u s  d e b t  r a t i o s  o v e r  t h e  l i f e  o f  t h e  s t a t e ' s  b o n d s  o u t -

15 s t a n d i n g ,  b o n d s  a u t h o r i z e d  a n d  t o  b e  i s s u e d ,  a n d  bon d a u t h o r i z a -

16 t i o n s  recommen ded  i n  t h e  p l a n ;

17 (E )  a  d e s c r i p t i o n  o f  a d d i t i o n a l  r e v e n u e  m e a s u r e s

18 n e e d e d  t o  f i n a n c e  t h e  p l a n  i n  l i e u  o f  d e b t ;

19 ( F )  b o n d  e l e c t i o n  b i l l s  t o  a u t h o r i z e  t h e  b o n d s  r e -

20 q u i r e d  t o  f u n d  t h e  p r o j e c t s  s c h e d u l e d  f o r  t h e  f i r s t  t h r e e  y e a r s

21 o f  t h e  p l a n ;

22 (G) p r o j e c t i o n s  o f  p o p u l a t i o n  o f  t h e  s t a t e  a n d  i t s

23 r e g i o n s  and  c o m m u n i t i e s ;

24 (H) e c o n o m i c  d a t a  a n d  p r o j e c t i o n s  n e c e s s a r y  f o r  t h e

25 e v a l u a t i o n  o f  t h e  p l a n , i n c l u d i n g  p r o j e c t e d  o p e r a t i n g  and m a i n t e -

26 n a n c e  c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l  i m p r o v e m e n t ,  a n n u a l i z e d  o v e r

27 t h e  l i f e  o f  t h e  i m p r o v e m e n t ,  and  a n  i d e n t i f i c a t i o n  o f  t h e  p r o -

28 j e c t e d  f u n d i n g  s o u r c e  f o r  t h o s e  c o s t s ;

29 ( 4 )  a  summary o f  s t a t e  r e c e i p t s  i n  t h e  l a s t  f i s c a l  y e a r ,  a
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1 r e v i s e d  e s t i m a t e  f o r  t h e  c u r r e n t  f i s c a l  y e a r ,  a n d  a n  e s t i m a t e  f o r  t h e

2 s u c c e e d i n g  f i s c a l  y e a r ;

3 ( 5 )  a  summary o f  e x p e n d i t u r e s  d u r i n g  t h e  l a s t  f i s c a l  y e a r ,

4 t h o s e  a u t h o r i z e d  f o r  t h e  c u r r e n t  f i s c a l  y e a r ,  a n d  a n  e s t i m a t e  f o r  t h e

5 s u c c e e d i n g  f i s c a l  y e a r ;

6 ( 6 )  a ny  a d d i t i o n a l  i n f o r m a t i o n  w h i c h  w i l l  f a c i l i t a t e  u n d e r -

7 s t a n d i n g  o f  t h e  g o v e r n o r ' s  p r o p o s e d  p r o g r a m s  a n d  f i n a n c i a l  p l a n s  by

8 t h e  l e g i s l a t u r e  and  t h e  p u b l i c .

9 *  S e c .  4 .  AS 3 7 . 0 7 . 1 2 0  i s  amended  by a d d i n g  a  new p a r a g r a p h  t o  r e a d :

10 ( 8 )  " o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s "  me ans  t h e  c o s t s

11 n e c e s s a r y  t o  o p e r a t e  a  c a p i t a l  i m p r o v e m e n t  a n d  t o  p r e s e r v e  e a c h  t y p e

12 o f  c a p i t a l  i m p r o v e m e n t  a s  n e a r l y  a s  p o s s i b l e  i n  i t s  o r i g i n a l  o r  im-

13 p r o v e d  c o n d i t i o n .
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Introduced: 1/19/87
Referred: C o m m u n i t y  & R e g i o n a l
A f f a i r s  and F i n a n c e

5 - 0 0 5 2 A

1 IN THE HOUSE BY DAVIS, BROWN AND GOLL

2 HOUSE BILL NO. 9

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 F o r  a n  Act  e n t i t l e d :  "An A c t  r e l a t i n g  t o  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e -

7 n a n c e  c o s t s  o f  c a p i t a l  i m p r o v e m e n t s . "

8 BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * S e c t i o n  1.  AS 2 4 . 0 8 . 0 3 0  i s  amended  by a d d i n g  a  new s u b s e c t i o n  t o

10 r e a d :

11 ( b )  B e f o r e  a n  a p p r o p r i a t i o n  b i l l  c o n t a i n i n g  a n  a p p r o p r i a t i o n  f o r

12 a  c a p i t a l  i m p r o v e m e n t  i s  r e p o r t e d  f r o m  t h e  c o m m i t t e e  o f  f i r s t  r e f e r -

13 r a l ,  t h e r e  s h a l l  b e  a t t a c h e d  t o  t h e  b i l l  a  f i s c a l  n o t e  c o n t a i n i n g  t h e

14 p r o j e c t e d  o p e r a t i n g  and  m a i n t e n a n c e  c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l

15 i m p r o v e m e n t .  The n o t e  m us t  i d e n t i f y  t h e  s t a t e  a g e n c y ,  p o l i t i c a l

16 s u b d i v i s i o n ,  o r  o t h e r  p u b l i c  o r  p r i v a t e  e n t i t y  t h a t  i s  r e s p o n s i b l e  f o r

17 p a y m e n t  o f  t h e  p r o j e c t e d  c o s t s .

18 * S e c .  2 .  AS 3 7 . 0 7 . 0 3 0  i s  amended  t o  r e a d :

19 S e c .  3 7 . 0 7 . 0 3 0 .  RESPONSIBILITIES OF THE LEGISLATURE. The l e g ^ s -

20 l a t u r e  s h a l l

21 ( 1 )  p r o v i d e  f o r  a b u d g e t  r e v i e w  f u n c t i o n ;

22 ( 2 )  a n a l y z e  t h e  c o m p r e h e n s i v e  o p e r a t i n g  and  c a p i t a l  im-

23 p r o v e m e n t s  p r o g r a m s  and  f i n a n c i a l  p l a n s  recommended  b y  t h e  g o v e r n o r ;

24 ( 3 )  a d o p t  l e g i s l a t i o n  t o  a u t h o r i z e  i m p l e m e n t a t i o n  o f  t h e

25 g o v e r n o r ' s  c o m p r e h e n s i v e  o p e r a t i n g  a n d  c a p i t a l  i m p r o v e m e n t s  p r o g r a m s

?6 a n d  f i n a n c i a l  p l a n s  o r  a p p r o p r i a t e  a l t e r n a t i v e s  t o  t h o s e  p l a n s ;

27 ( 4 )  p r o v i d e  f o r  a p o s t - a u d i t  f u n c t i o n ,  t o  c o v e r  f i n a n c i a l

28 t r a n s a c t i o n s ,  p r o g r a m  a c c o m p l i s h m e n t A a n d  c o m p l i a n c e  w i t h  l e g i s l a t i v e

29 i n t e n t ;
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( 5 )  a d o p t  o r  r e v i s e  t h e  e s t i m a t e  o r  r e c e i p t s  r e q u i r e d  t o  

b a l a n c e  t h e  s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  i n  o r d e r  t h a t  p r o p o s e d  

e x p e n d i t u r e s  do n o t  e x c e e d  e s t i m a t e d  r e c e i p t s  f o r  t h a t  f i s c a l  y e a r ;

( 6 )  a d o p t ,  r e v i s e ,  o r  i n i t i a t e  r e v e n u e  m e a s u r e s  i n  o r d e r  t o  

b a l a n c e  t h e  s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  a n d  t h e  c a p i t a l  i m p r o v e ­

m e n t s  s e c t i o n  o f  t h e  b u d g e t  f o r  t h e  s u c c e e d i n g  s i x  y e a r s j ^

( 7 )  c o n s i d e r  t h e  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  

o f  c a p i t a l  i m p r o v e m e n t s  s u b m i t t e d  i n  l e g i s l a t i o n .

* S e c .  3 .  AS 3 7 . 0 7 . 0 6 0 ( b )  i s  amended  t o  r e a d :

( b )  The g o v e r n o r  s h a l l  p r e s e n t  t h e  p r o p o s e d  c o m p r e h e n s i v e  

o p e r a t i n g  a n d  c a p i t a l  i m p r o v e m e n t s  p r o g r a m s  a n d  f i n a n c i a l  p l a n s  i n  a 

m e s s a g e  t o  a  j o i n t  s e s s i o n  o f  t h e  l e g i s l a t u r e  b e f o r e  t h e  f o u r t h  l e g i s ­

l a t i v e  day  f o l l o w i n g  t h e  c o n v e n i n g  o f  t h e  l e g i s l a t u r e  i n  r e g u l a r  

s e s s i o n .  The m e s s a g e  s h a l l  b e  a c c o m p a n i e d  by  a n  e x p l a n a t o r y  r e p o r t  

w h i c h  s u m m a r i z e s  recommende d  g o a l s ,  p l a n s ,  a n d  a p p r o p r i a t i o n s .  The 

r e p o r t  s h a l l  c o n t a i n

( 1 )  t h e  c o o r d i n a t e d  p r o g r a m  g o a l s  a nd  o b j e c t i v e s  w h i c h  t h e  

g o v e r n o r  recommends  t o  g u i d e  t h e  d e c i s i o n s  o n  t h e  p r o p o s e d  p r o g r a m  

p l a n s  and  b u d g e t  a p p r o p r i a t i o n s ;

( 2 )  t h e  g o v e r n o r ' s  o p e r a t i n g  p r o g r a m  a n d  b u d g e t  r ecom m end a ­

t i o n s  f o r  t h e  s u c c e e d i n g  f i s c a l  y e a r  o r g a n i z e d  by a g e n c y  a s  r e q u i r e d  

by  AS 3 7 . 0 7 . 0 2 0 ( a ) ;

( 3 )  t h e  g o v e r n o r ' s  c a p i t a l  i m p r o v e m e n t s  p r o g r a m  and  b u d g e t  

r e c o m m e n d a t i o n s  f o r  t h e  s u c c e e d i n g  f i s c a l  y e a r  a n d  c a p i t a l  i m p r o v e ­

m e n t s  p r o g r a m  f o r  t h e  s u c c e e d i n g  s i x  f i s c a l  y e a r s  w h i c h  s h a l l  i n c l u d e

(A) a  d e s c r i p t i o n  o f  e a c h  p r o j e c t ,  i t s  e s t i m a t e d  c o s t

f o r  t h e  y e a r  c o n s t r u c t i o n  i s  t o  s t a r t  a n d  t h e  e s t i m a t e d  c o s t  o f

t h e  p r o j e c t  a d j u s t e d  f o r  i n f l a t i o n  o v e r  t h e  e s t i m a t e d  p e r i o d  o f

c o n s t r u c t i o n ,  a n d  t h e  s o u r c e  o f  f i n a n c i n g  f o r  t h e  p r o j e c t ;  t h e
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

p r o j e c t  d e s c r i p t i o n  f o r  a  new b u i l d i n g  o r  a  new f a c i l i t y  o r  f o r  a  

m a j o r  a d d i t i o n  t o  a  b u i l d i n g  o r  f a c i l i t y  s h o u l d  i n c l u d e  a  s i t e

p l a n ,  p r e l i m i n a r y  d r a w i n g s ,  and  a r c h i t e c t ' s  o r  e n g i n e e r ' s  t o t a l

c o s t  e s t i m a t e  f o r  t h e  p r o j e c t ;

(B) a  summary o f  p r o j e c t s  p r e v i o u s l y  a u t h o r i z e d  and

n o t  y e t  c o m p l e t e d ;

(C) a  summary ,  l i s t e d  by a g e n c y ,  o f  a l l  p r e v i o u s l y

p r o p o s e d  p r o j e c t s  w h i c h  h a v e  b e e n  d e f e r r e d  b e y o n d  t h e  s i x  y e a r s  

c o v e r e d  by t h e  p l a n  a nd  t h e  y e a r  i n  w h i c h  c o n s t r u c t i o n  h a s  b e e n  

r e s c h e d u l e d  t o  b e g i n ;

(D) a  f o r e c a s t  o f  t h e  d e b t  s t r u c t u r e  o f  t h e  s t a t e  and

t h e  v a r i o u s  d e b t  r a t i o s  o v e r  t h e  l i f e  o f  t h e  s t a t e ' s  b o n d s  o u t ­

s t a n d i n g ,  bo n d s  a u t h o r i z e d  and  t o  be  i s s u e d ,  and  bo n d  a u t h o r i z a ­

t i o n s  recommended  i n  t h e  p l a n ;

(E) a  d e s c r i p t i o n  o f  a d d i t i o n a l  r e v e n u e  m e a s u r e s

n e e d e d  t o  f i n a n c e  t h e  p l a n  i n  l i e u  o f  d e b t ;

(F)  bond  e l e c t i o n  b i l l s  t o  a u t h o r i z e  t h e  b o n d s  r e ­

q u i r e d  t o  f u n d  t h e  p r o j e c t s  s c h e d u l e d  f o r  t h e  f i r s t  t h r e e  y e a r s  

o f  t h e  p l a n ;

(G) p r o j e c t i o n s  o f  p o p u l a t i o n  o f  t h e  s t a t e  and  i t s

r e g i o n s  a n d  c o m m u n i t i e s ;

(H) e c o n o m i c  d a t a  and  p r o j e c t i o n s  n e c e s s a r y  f o r  t h e

e v a l u a t i o n  o f  t h e  p l a n ,  i n c l u d i n g  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e ­

n a n c e  c o s t s  o f  t h e  c a p i t a l  i m p r o v e m e n t s ;

( 4 )  a  summary o f  s t a t e  r e c e i p t s  i n  t h e  l a s t  f i s c a l  y e a r ,  a

r e v i s e d  e s t i m a t e  f o r  t h e  c u r r e n t  f i s c a l  y e a r ,  a n d  an  e s t i m a t e  f o r  t h e

s u c c e e d i n g  f i s c a l  y e a r ;

(5 )  a summary c f  e x p e n d i t u r e s  d u r i n g  t h e  l a s t  f i s c a l  y e a r ,

t h o s e  a u t h o r i z e d  f o r  t h e  c u r r e n t  f i s c a l  y e a r ,  a n d  an  e s t i m a t e  f o r  t h e
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1 s u c c e e d i n g  f i s c a l  y e a r ;

2 ( 6 )  any  a d d i t i o n a l  i n f o r m a t i o n  w h i c h  w i l l  f a c i l i t a t e  u n d e r -

3 s t a n d i n g  o f  t h e  g o v e r n o r ' s  p r o p o s e d  p r o g r a m s  a n d  f i n a n c i a l  p l a n s  by

4 t h e  l e g i s l a t u r e  a n d  t h e  p u b l i c .
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FURTHER:
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5-0052L

R e f e r r e d :  R u le s
: 3 / 3 0 / 8 7

r *  m f t  n

O r i g i n a l  s p o n s o r s :  D a v i s ,  Brown
an d  G o l l

I

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 9 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE -  FIRST SESSION

A BILL

F o r  an  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  p i ’o j e c t e d  o p e r a t i n g  and  m a i n t e -

BE T.T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1.  AS 2 4 . 0 8 . 0 3 0  i s  amended b y  a d d i n g  a  nevr s u b s e c t i o n  t o  

r e a d :

(b )  B e f o r e  an  a p p r o p r i a t i o n  b i l l  c o n t a i n i n g  a n  a p p r o p r i a t i o n  f o r  

a c a p i t a l  im p ro v em en t  i s  r e p o r t e d  f ro m  t h e  c o m m i t t e e  o f  f i r s t  r e f e r ­

r a l ,  t h e r e  s h a l l  b e  a t t a c h e d  t o  t h e  b i l l  a f i s c a l  n o t e  c o n t a i n i n g  t h e  

p r o j e c t e d  o p e r a t i n g  an d  m a i n t e n a n c e  c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l  

im p ro v e m e n t .  The n o t e  m u s t  i d e n t i f y  t h e  s t a t e  a g e n c y ,  p o l i t i c a l  

s u b d i v i s i o n ,  o r  o t h e r  p u b l i c  o r  p r i v a t e  e n t i t y  t h a t  i s  r e s p o n s i b l e  f o r  

paym ent  o f  t h e  p r o j e c t e d  c o s t s .  A r e v i s e d  n o t e  s h a l l  b e  p r e p a r e d  and 

a t t a c h e d  t o  t h e  b i l l  a s  n e c e s s a r y  b e f o r e  t h e  b i l l  i s  r e p o r t e d  f ro m  

e a c h  s u b s e q u e n t  c o m m i t t e e  o f  r e f e r r a l ,

* S a c ,  2 ,  AS 3 7 . .0 7 .0 3 0  i s  amended t o  r e a d ;

S e c .  3 7 . 0 7 . 0 3 0 .  RESPONSIBILITIES OF THE LEGISLATURE. The l e g i s ­

l a t u r e  s h a l l

(1 )  p r o v i d e  f o r  a b u d g e t  r e v i e w  f u n c t i o n ;

(2 )  a n a l y z e  t h e  c o m p r e h e n s i v e  o p e r a t i n g  a n d  c a p i t a l  im­

p r o v e m e n t s  p r o g r a m s  an d  f i n a n c i a l  p l a n s  recommended by  t h e  g o v e r n o r ;

(3 )  a d o p t  l e g i s l a t i o n  t o  a u t h o r i z e  i m p l e m e n t a t i o n  o f  t h e  

g o v e r n o r ' s  c o m p r e h e n s i v e  o p e r a t i n g  a n d  c a p i t a l  im p ro v e m e n t s  p r o g ra m s  

and  f i n a n c i a l  p l a i t s  o r  a p p r o p r i a t e  a l t e r n a t i v e s  t o  t h o s e  p l a n s ;

(4 )  p r o v i d e  f o r  a  p o s t - a u d i t  f u n c t i o n ,  t o  c o v e r  f i n a n c i a l

n a n c e  c o s t s  o f  c a p i t a l  i m p r o v e m e n t s . "
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t r a n s a c t i o n s ,  p r o g r a m  a c c o m p l i s h m e n t ^  a n d  c o m p l i a n c e  w i t h  l e g i s l a t i v e  

i n t e n t j

(5 )  a d o p t  o r  r e v i s e  t h e  e s t i m a t e  o r  r e c e i p t s  r e q u i r e d  t o  

b a l a n c e  t h e  s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  i n  o r d e r  t h a t  p r o p o s e d  

e x p e n d i t u r e s  do  n o t  e x c e e d  e s t i m a t e d  r e c e i p t s  f o r  t h a t  f i s c a l  y e a r }

(6 )  a d o p t ,  r e v i s e ,  o r  i n i t i a t e  r e v e n u e  m e a s u r e s  i n  o r d e r  t o  

b a l a n c e  t h e  s u c c e e d i n g  f i s c a l  y e a r ’ s b u d g e t  a n d  t h e  c a p i t a l  im p r o v e ­

m en ts  s e c t i o n  o f  t h e  b u d g e t  f o r  t h e  s u c c e e d i n g  s i x  y e a r s ^

(7 )  r e q u i r e  t h a t  t h e  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e n a n c e

c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l  im p ro v e m e n t ,  a n n u a l i z e d  o v e r  t h e  l i f e

o f  t h e  im p ro v e m e n t ,  b e  s u b m i t t e d  w i t h  l e g i s l a t i o n  and  t h a t  t h e  s o u r c e 

o f  f u n d i n g  f o r  t h o s e  c o s t s  be i d e n t i f i e d .

* S e c .  3 .  AS 3 7 . 0 7 . 0 6 0 ( b )  i s  amended t o  r e a d :

(b)  The g o v e r n o r  s h a l l  p r e s e n t  t h e  p r o p o s e d  c o m p r e h e n s i v e  o p e r ­

a t i n g  an d  c a p i t a l  im p ro v e m e n t s  p ro g ra m s  a n d  f i n a n c i a l  p l a n s  i n  a 

m e ss a g e  t o  a  j o i n t  s e s s i o n  o f  t h e  l e g i s l a t u r e  b e f o r e  t h e  f o u r t h  l e g i s ­

l a t i v e  d a y  f o l l o w i n g  t h e  c o n v e n i n g  o f  t h e  l e g i s l a t u r e  i n  r e g u l a r  

s e s s i o n .  The m e ss a g e  s h a l l  b e  a c c o m p a n ie d  b y  a n  e x p l a n a t o r y  r e p o r t  

w h ic h  s u m m a r i s e s  recommended g o a l s ,  p l a n s ,  a n d  a p p r o p r i a t i o n s .  The 

r e p o r t  s h a l l  c o n t a i n

(1)  t h e  c o o r d i n a t e d  p r o g ra m  g o a l s  an d  o b j e c t i v e s  w h ic h  t h e

g o v e r n o r  recommends t o  g u i d e  t h e  d e c i s i o n s  on  t h e  p r o p o s e d  p r o g ra m

p l a n s  and  b u d g e t  a p p r o p r i a t i o n s )

(2)  t h e  g o v e r n o r ' s  o p e r a t i n g  p r o g r a m  a n d  b u d g e t  recommenda­

t i o n s  f o r  t h e  s u c c e e d i n g  f i s c a l  y e a r  o r g a n i z e d  b y  a g e n c y  a s  r e q u i r e d  

b y  AS 3 7 . 0 7 . 0 2 0 ( a ) }

(3 )  t h e  g o v e r n o r ' 8 c a p i t a l  im p ro v e m e n t s  p r o g ra m  and  b u d g e t  

r e c o m m e n d a t io n s  f o r  t h e  s u c c e e d i n g  f i s c a l  y e a r  an d  c a p i t a l  im p ro v e ­

m e n t s  p ro g ra m  f o r  t h e  s u c c e e d i n g  s i x  f i s c a l  y e a r s  w h i c h  s h a l l  I n c l u d e
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(A) a  d e s c r i p t i o n  o f  e a c h  p r o j e c t ,  i t s  e s t i m a t e d  c o s t  

f o r  t h e  y e a r  c o n s t r u c t i o n  i s  t o  s t a r t  a n d  t h e  e s t i m a t e d  c o s t  o f  

t h e  p r o j e c t  a d j u s t e d  f o r  i n f l a t i o n  o v e r  t h e  e s t i m a t e d  p e r i o d  o f  

c o n s t r u c t i o n ,  a n d  t h e  s o u r c e  o f  f i n a n c i n g  f o r  t h e  p r o j e c t *  t h e  

p r o j e c t  d e s c r i p t i o n  f o r  a  new b u i l d i n g  o r  a  new f a c i l i t y  o r  f o r  a 

m a j o r  a d d i t i o n  t o  a  b u i l d i n g  o r  f a c i l i t y  s h o u l d  i n c l u d e  a  s i t e  

p l a n ,  p r e l i m i n a r y  d r a w i n g s ,  and  a r c h i t e c t ' s  o r  e n g i n e e r ' s  t o t a l  

c o s t  e s t i m a t e  f o r  t h e  p r o j e c t ;

(B) a  summary o f  p r o j e c t s  p r e v i o u s l y  a u t h o r i s e d  and  

n o t  y e t  c o m p l e t e d ;

(C) a  summary,  l i s t e d  b y  a g e n c y ,  o f  a l l  p r e v i o u s l y  

p r o p o s e d  p r o j e c t s  w h i c h  h a v e  b e e n  d e f e r r e d  b e y o n d  t h e  s i i :  y e a r s  

c o v e r e d  b y  t h e  p l a n  a n d  t h e  y e a r  i n  w h i c h  c o n s t r u c t i o n  h a s  b e e n  

r e s c h e d u l e d  t o  b e g i n ;

(D) a  f o r e c a s t  o f  t h e  d e b t  s t r u c t u r e  o f  t h e  s t a t e  and  

t h e  v a r i o u s  d e b t  r a t i o s  o v e r  t h e  l i f e  o f  t h e  s t a t e ' s  b o n d s  o u t ­

s t a n d i n g ,  b o n d s  a u t h o r i z e d  an d  t o  b e  i s s u e d ,  an d  b o n d  a u t h o r i z a -
( /

t i o n s  recommended i n  t h e  p l a n ;

(E) a  d e s c r i p t i o n  o f  a d d i t i o n a l  r e v e n u e  m e a s u r e s  

n e e d e d  t o  f i n a n c e  t h e  p l a n  i n  l i e u  o f  d e b t ;

(F)  b o n d  e l e c t i o n  b i l l s  t o  a u t h o r i z e  t h e  b o n d s  r e ­

q u i r e d  t o  f u n d  t h e  p r o j e c t s  s c h e d u l e d  f o r  t h e  f i r s t  t h r e e  y e a r s  

o f  t h e  p l a n ;

(G) p r o j e c t i o n s  o f  p o p u l a t i o n  o f  t h e  s t a t e  a n d  i t s  

r e g i o n s  a n d  c o m m u n i t i e s ;

(H) ec o n o m ic  d a t a  a n d  p r o j e c t i o n s  n e c e s s a r y  f o r  t h e  

e v a l u a t i o n  o f  t h e  p l a n ,  i n c l u d i n g  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e ­

n a n c e  c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l  im p ro v e m e n t ,  a n n u a l i z e d  o v e r  

t h e  l i f e  o f  t h e  im p ro v e m e n t ,  an d  an  i d e n t i f i c a t i o n  o f  t h e

- 3 -  CSHB 9 ( F i n )
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p r o j e c t e d  f u n d i n g  s o u r c e  f o r  t h o s e  c o s t s ;

(4 )  a  summary o f  s t a t e  r e c e i p t s  i n  t h e  l a s t  f i s c a l  y e a r ,  a

r e v i s e d  e s t i m a t e  f o r  t h e  c u r r e n t  f i s c a l  y e a r ,  and  an  e s t i m a t e  f o r  t h e

s u c c e e d i n g  f i s c a l  y e a r ;

(5 )  a  summary o f  e x p e n d i t u r e s  d u r i n g  t h e  l a s t  f i s c a l  y e a r ,

t h o s e  a u t h o r i z e d  f o r  t h e  c u r r e n t  f i s c a l  y e a r ,  and a n  e s t i m a t e  f o r  t h e

s u c c e e d i n g  f i s c a l  y e a r ;

(6 )  an y  a d d i t i o n a l  i n f o r m a t i o n  w h ic h  w i l l  f a c i l i t a t e  u n d e r ­

s t a n d i n g  o f  t h e  g o v e r n o r ' s  proposed p r o g ram s  and  f i n a n c i a l  p l a n s  b y  

t h e  l e g i s l a t u r e  a n d  t h e  p u b l i c .

* S e c .  4 .  AS 2 7 . 0 7 . 1 2 0  i s  amended by  a d d i n g  a new p a r a g r a p h  t o  r e a d :

(8 )  " o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s "  means t h e  c o s t s  

n e c e s s a r y  t o  o p e r a t e  a  c a p i t a l  im p ro v e m en t  a n d  t o  p r e s e r v e  e a c h  t y p e  

o f  c a p i t a l  im p ro v em en t  a s  n e a r l y  a s  p o s s i b l e  i n  i t s  o r i g i n a l  o r  im­

p r o v e d  c o n d i t i o n .

c s h b  9 ( F i n )  onqrosssd
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IN THE HOUSE BY THE FINANCE COMMITTEE 

CS FOR HOUSE BILL NO. 9 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  FIRST SESSION 

A BILL

F o r  an A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  p r o j e c t e d  o p e r a t i n g  and  m a i n t e ­

n a n c e  c o s t s  o f  c a p i t a l  i m p r o v e m e n t s . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 2 4 . 0 8 . 0 3 0  i s  amended b y  a d d i n g  a new s u b s e c t i o n  to  

r e a d :

(b )  B e f o r e  an  a p p r o p r i a t i o n  b i l l  c o n t a i n i n g  an  a p p r o p r i a t i o n  f o r  

a c a p i t a l  im p ro v e m e n t  i s  r e p o r t e d  f ro m  t h e  c o m m i t t e e  o f  f i r s t  r e f e r ­

r a l ,  t h e r e  s h a l l  be  a t t a c h e d  t o  t h e  b i l l  a f i s c a l  n o t e  c o n t a i n i n g  t h e  

p r o j e c t e d  o p e r a t i n g  and  m a i n t e n a n c e  c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l  

im p ro v e m e n t .  The n o t e  m u s t  i d e n t i f y  t h e  s t a t e  a g e n c y ,  p o l i t i c a l

s u b d i v i s i o n ,  o r  o t h e r  p u b l i c  o r  p r i v a t e  e n t i t y  t h a t  i s  r e s p o n s i b l e  f o r  

paym en t  o f  t h e  p r o j e c t e d  c o s t s .  A r e v i s e d  n o t e  s h a l l  be  p r e p a r e d  and 

a t t a c h e d  t o  t h e  b i l l  a s  n e c e s s a r y  b e f o r e  t h e  b i l l  i s  r e p o r t e d  f rom 

e a ch  s u b s e q u e n t  c o m m i t t e e  o f  r e f e r r a l .

* S e c .  2 .  AS 3 7 . 0 7 . 0 3 0  i s  amended t o  r e a d :

S e c .  3 7 . 0 7 . 0 3 0 .  RESPONSIBILITIES OF THE LEGISLATURE. The l e g i s ­

l a t u r e  s h a l l

(1 )  p r o v i d e  f o r  a  b u d g e t  r e v i e w  f u n c t i o n ;

(2 )  a n a l y z e  t h e  c o m p r e h e n s i v e  o p e r a t i n g  and  c a p i t a l  im­

p r o v e m e n t s  p r o g r a m s  and  f i n a n c i a l  p l a n s  recommended by  t h e  g o v e r n o r ;

(3 )  a d o p t  l e g i s l a t i o n  t o  a u t h o r i z e  i m p l e m e n t a t i o n  o f  t h e

g o v e r n o r ' s  c o m p r e h e n s i v e  o p e r a t i n g  an d  c a p i t a l  im p ro v e m e n ts  p ro g ram s  

and  f i n a n c i a l  p l a n s  o r  a p p r o p r i a t e  a l t e r n a t i v e s  t o  t h o s e  p l a n s ;

(4 )  p r o v i d e  f o r  a p o s t - a u d i t  f u n c t i o n ,  t o  c o v e r  f i n a n c i a l

- 1 -  CSHB 9 ( F i n )
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t r a n s a c t i o n s ,  p r o g ra m  a c c o m p l i s h m e n t ^  a n d  c o m p l i a n c e  w i t h  l e g i s l a t i v e  

i n t e n t ;

(5)  a d o p t  o r  r e v i s e  t h e  e s t i m a t e  o r  r e c e i p t s  r e q u i r e d  t o  

b a l a n c e  t h e  s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  i n  o r d e r  t h a t  p r o p o s e d  

e x p e n d i t u r e s  do n o t  e x c e e d  e s t i m a t e d  r e c e i p t s  f o r  t h a t  f i s c a l  y e a r ;

(6)  a d o p t ,  r e v i s e ,  o r  i n i t i a t e  r e v e n u e  m e a s u r e s  i n  o r d e r  t o  

b a l a n c e  t h e  s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  a n d  t h e  c a p i t a l  i m p r o v e ­

m e n ts  s e c t i o n  o f  t h e  b u d g e t  f o r  t h e  s u c c e e d i n g  s i x  y ea r s j_

(7)  r e q u i r e  t h a t  t h e  p r o j e c t e d  o p e r a t i n g  an d  m a i n t e n a n c e  

c o s t s  o f  e a c h  p r o p o s e d  c a p i t a l  i m p ro v e m e n t ,  a n n u a l i z e d  o v e r  t h e  l i f e  

o f  t h e  im p ro v e m e n t ,  b e  s u b m i t t e d  w i t h  l e g i s l a t i o n  and  t h a t  t h e  s o u r c e  

o f  f u n d i n g  f o r  t h o s e  c o s t s  be  i d e n t i f i e d .

* S ec .  3 .  AS 3 7 . 0 7 . 0 6 0 ( b )  i s  amended t o  r e a d :

(b)  The g o v e r n o r  s h a l l  p r e s e n t  t h e  p r o p o s e d  c o m p r e h e n s i v e  o p e r ­

a t i n g  an d  c a p i t a l  im p ro v e m e n t s  p r o g ra m s  and f i n a n c i a l  p l a n s  i n  a 

m e ssa g e  t o  a j o i n t  s e s s i o n  o f  t h e  l e g i s l a t u r e  b e f o r e  t h e  f o u r t h  l e g i s ­

l a t i v e  day  f o l l o w i n g  t h e  c o n v e n i n g  o f  t h e  l e g i s l a t u r e  i n  r e g u l a r  

s e s s i o n .  The m e s s a g e  s h a l l  be a c c o m p a n ie d  by an e x p l a n a t o r y  r e p o r t  

w h ic h  s u m m a r iz e s  recommended g o a l s ,  p l a n s ,  and  a p p r o p r i a t i o n s .  The 

r e p o r t  s h a l l  c o n t a i n

(1)  t h e  c o o r d i n a t e d  p r o g r a m  g o a l s  an d  o b j e c t i v e s  w h ic h  t h e  

g o v e r n o r  recommends t o  g u i d e  t h e  d e c i s i o n s  on t h e  p r o p o s e d  p ro g ra m  

p l a n s  and b u d g e t  a p p r o p r i a t i o n s ;

(2)  t h e  g o v e r n o r ' s  o p e r a t i n g  p ro g ra m  and  b u d g e t  recommenda­

t i o n s  f o r  t h e  s u c c e e d i n g  f i s c a l  y e a r  o r g a n i z e d  by a g e n c y  a s  r e q u i r e d  

by AS 3 7 . 0 7 . 0 2 0 ( a ) ;

(3)  t h e  g o v e r n o r ' s  c a p i t a l  im p ro v e m e n ts  p r o g r a m  and  b u d g e t  

r e c o m m e n d a t io n s  f o r  t h e  s u c c e e d i n g  f i s c a l  y e a r  and  c a p i t a l  i m p ro v e ­

m en ts  p ro g ram  f o r  t h e  s u c c e e d i n g  s i x  f i s c a l  y e a r s  w h ic h  s h a l l  i n c l u d e

CSHB 9 ( F i n )  - 2 -
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(A) a description of each project, its estimat ed cost 

for the year construction is to start and the estimated  cost of 

the project adjusted for inflation over the estimated period of 

construction, and the source of financing for the project; the 

project description for a n e w  building or a n e w  facility or for a 

m a j o r  addition to a building or facility should include a site 

plan, preliminary drawings, and architect's or engineer's total 

cost estimate for the project;

(B) a summary of projects previously authorize d and

not yet completed;

(C) a summary, listed by agency, of all previously

proposed projects w h i c h  have been deferred beyond the six years 

covered by the plan and the year in which co nstruction has been 

rescheduled to begin;

(D) a forecast of the debt structure of the state and 

the various debt ratios over the life of the state's bonds o u t­

standing, bonds authorized and to be issued, and b o n d  a u t h o r i z a­

tions recommended in the plan;

(E) a description of additional revenue measures 

n e e d e d  to finance the plan in lieu of debt;

(F) bond election bills to authorize the bonds r e­

quired to fund the projects scheduled for the first three years 

of the plan;

(G) projections of population of the state and its

regions and communities;

(H) economic data and projections n e c e s s a r y  for the

evaluation of the p l a n , including projected operating and ~*ainte- 

nance costs of each proposed capital improvement, annualized over

the life of the improvement, and an identification of the

-3- CSHB 9 (Fin)
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projected funding source for those c o s t s ;

(4) a summary of state receipts in the last fiscal year, a

revised estimate for the current fiscal year, and an estimate for the

succeeding fiscal year;

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

those authorized for the current fiscal year, and an estimate for the

succeeding fiscal year;

(6) any additional information which will facilitate u n d e r­

standing of the governor's proposed programs and financial plans by 

the legislature and the public.

* Sec. 4. AS 37.07.120 is amended by adding a n e w  paragraph to read:

(8) "operating and m ain tenance costs" means the costs 

necessary to operate a capital improvement and to preserve each type' 

of capital improvement as nearly as possible in its original or im­

proved condition.

C S H B  9 (Fin) -4-
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Offered: 3/9/87 5-0052B
Referred: Finance

O r i g i n a l  sponsors: Davis, B r o w n
a nd Goll

B Y  T H E  C O M M U N I T Y  A N D  R E G I O N A L
1 IN T H E  H O U S E  A F F A I R S  C O M M I T T E E

2 CS F O R  H O U S E  B I L L  NO. 9 (C&RA)

3 IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A

4 F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 For an  Act entitled: " A n  Act r e l a t i n g  to p r o j e c t e d  o p e r a t i n g  a nd m a i n t e -

7 n a n c e  costs of c a p ital i m p r o v e m e n t s . "

8 BE IT E N A C T E D  BY  THE L E G I S L A T U R E  O F  T HE S T A T E  O F  ALASKA:

9 * S e c t i o n  1. A S  2 4 . 0 8 . 0 3 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to

10 read:

11 (b) Befo r e  a n  a p p r o p r i a t i o n  bil l  c o n t a i n i n g  an  a p p r o p r i a t i o n  f or

12 a c a p i t a l  i m p r o v e m e n t  is r e p o r t e d  f r o m  the c o m m i t t e e  of first refer-

l
13 ral, t h ere shall be a t t a c h e d  to the b ill a f i scal n o t e  c o n t a i n i n g  the

14 p r o j e c t e d  o p e r a t i n g  and m a i n t e n a n c e  costs of e a c h  p r o p o s e d  c a p i t a l

15 imp r o v e m e n t .  The note mus t  i d e n t i f y  the s t ate agency, p o l i t i c a l

16 s u b d i v i s i o n ,  or o t h e r  p u b l i c  or  p r i v a t e  e n t i t y  that is r e s p o n s i b l e  for

17 p a y m e n t  of the p r o j e c t e d  costs.

18 * Sec. 2. AS  3 7 . 0 7 . 0 3 0  is a m e n d e d  to read:

19 Sec. 37.07.030. R E S P O N S I B I L I T I E S  OF  T HE L E G I S L A T U R E .  T he legis-

20 l a t u r e  shall

21 (1) p r o vide for a b u d g e t  r e v i e w  function;

22 (2) a n a lyze the c o m p r e h e n s i v e  o p e r a t i n g  a nd c a p i t a l  im-

23 p r o v e m e n t s  p r o g r a m s  and f i n a ncial p l a n s  r e c o m m e n d e d  b y  the governor;

24 (3) adopt l e g i s l a t i o n  to a u t h o r i z e  i m p l e m e n t a t i o n  of the

25 g o v e r n o r ' s  c o m p r e h e n s i v e  o p e r a t i n g  and c a p i t a l  i m p r o v e m e n t s  p r o g r a m s

26 and f i n a n c i a l  p l ans or a p p r o p r i a t e  a l t e r n a t i v e s  to t h o s e  plans;

27 (4) p r o v i d e  f or a p o s t - a u d i t  function, to c o v e r  f i n a n c i a l

28 t r a n s a c t i o n s ,  p r o g r a m  a c c o m p l i s h m e n t ^  a nd c o m p l i a n c e  w i t h  l e g i s l a t i v e

29 intent;

HB0009B -1- CSHB 9 (C&RA)



(5) a d o p t  or  r e v i s e  the e s t i m a t e  o r  r e c e i p t s  r e q u i r e d  to 

b a l a n c e  the s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  i n  o r d e r  t h a t  p r o p o s e d  

e x p e n d i t u r e s  do n o t  e x c e e d  e s t i m a t e d  r e c e i p t s  f or t hat f i s c a l  year;

(6) adopt, r e vise, or i n i t i a t e  r e v e n u e  m e a s u r e s  in o r d e r  to 

b a l a n c e  the s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  a n d  t he c a p i t a l  i m p r o v e­

m e n t s  s e c t i o n  o f  the b u d g e t  for the s u c c e e d i n g  s i x  yearsj^

(7) r e q u i r e  that the p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e n a n c e  

c o sts of e ach p r o p o s e d  c a p i t a l  i m p r o v e m e n t ,  a n n u a l i z e d  o v e r  the life 

of the i m p r ovement, be  s u b m i t t e d  w i t h  l e g i s l a t i o n  an d  that t he s o u r c e  

of  f u n d i n g  f o r  those costs be i d e n t i f i e d .

*  Sec. 3. AS 3 7 . 0 7 . 0 6 0 ( b )  is a m e n d e d  to read:

(b) T h e  g o v e r n o r  s h all p r e s e n t  the p r o p o s e d  c o m p r e h e n s i v e  o p e r­

at i n g  and c a p i t a l  i m p r o v e m e n t s  p r o g r a m s  a n d  f i n a n c i a l  p l a n s  in a 

m e s s a g e  to a j o i n t  s e s s i o n  of  the l e g i s l a t u r e  b e f o r e  the f o u r t h  l e g i s­

lat i v e  day f o l l o w i n g  the c o n v e n i n g  of  the l e g i s l a t u r e  in r e g u l a r  

session. Th e  m e s s a g e  s h all be a c c o m p a n i e d  by  an e x p l a n a t o r y  r e p o r t  

w h i c h  s u m m a r i z e s  r e c o m m e n d e d  goals, p l ans, a n d  a p p r o p r i a t i o n s .  T h e  

r e p o r t  s h a l l  c o n t a i n

(1) the c o o r d i n a t e d  p r o g r a m  g o a l s  a nd o b j e c t i v e s  w h i c h  the 

g o v e r n o r  r e c o m m e n d s  to g u i d e  the d e c i s i o n s  on  the p r o p o s e d  p r o g r a m  

p l a n s  a n d  budg e t  a p p r o p r i a t i o n s ;

(2) the g o v e r n o r ' s  o p e r a t i n g  p r o g r a m  and b u d g e t  r e c o m m e n d a­

tions f or t h e  s u c c e e d i n g  f i s c a l  y e a r  o r g a n i z e d  by  a g e n c y  as r e q u i r e d  

by  AS  3 7 . 0 7 . 0 2 0 ( a ) ;

(3) the g o v e r n o r’s c a p i t a l  i m p r o v e m e n t s  p r o g r a m  and b u d g e t  

r e c o m m e n d a t i o n s  f o r  the s u c c e e d i n g  f i s c a l  y e a r  a n d  c a p i t a l  i m p r o v e­

me n t s  p r o g r a m  f o r  the s u c c e e d i n g  s ix f i s c a l  y e a r s  w h i c h  shall i n c l u d e

(A) a  d e s c r i p t i o n  of e a c h  p r o j e c t ,  its e s t i m a t e d  cost 

for the y e a r  c o n s t r u c t i o n  is to s t a r t  a n d  t he e s t i m a t e d  cost of

CSHB 9 (C&RA) -2- HE0009B



1 (5) a d o p t  or  r e v i s e  the e s t i m a t e  o r  r e c e i p t s  r e q u i r e d  to

2 b a l a n c e  the s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  i n  o r d e r  tha t  p r o p o s e d

3 e x p e n d i t u r e s  do n ot e x c e e d  e s t i m a t e d  r e c e i p t s  f o r  tha t  fiscal year;

4 (6) adopt, revise, or  i n i t i a t e  r e v e n u e  m e a s u r e s  in o r d e r  to

5 b a l a n c e  the s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  a n d  the c a p i t a l  i m p rove-

6 m e n t s  s e c t i o n  of t he b u d g e t  f or the s u c c e e d i n g  six yearsj

7 (7) r e q u i r e  t hat the p r o j e c t e d  o p e r a t i n g  and m a i n t e n a n c e

8 c o s t s  of e a c h  p r o p o s e d  c a p i t a l  i m p r o v e m e n t ,  a n n u a l i z e d  o v e r  the life

9 o f  the i m p r o v e m e n t ,  be s u b m i t t e d  w i t h  l e g i s l a t i o n  a n d  that the s o u r c e

10 o f  f u n d i n g  f or t h o s e  costs be  i d e n t i f i e d .

11 * Sec. 3. AS 3 7 . 0 7 . 0 6 0 ( b )  is a m e n d e d  to read:

12 (b) Th e  g o v e r n o r  s h a l l  p r e s e n t  the p r o p o s e d  c o m p r e h e n s i v e  oper-

13 a t i n g  a n d  c a p i t a l  i m p r o v e m e n t s  p r o g r a m s  a n d  f i n a n c i a l  p l ans in  a

14 m e s s a g e  to a j o i n t  s e s s i o n  of the l e g i s l a t u r e  b e f o r e  the f o u r t h  legis-

15 l a t i v e  d a y  f o l l o w i n g  the c o n v e n i n g  of t h e  l e g i s l a t u r e  in r e g u l a r

16 s e s sion. T h e  m e s s a g e  s h a l l  be  a c c o m p a n i e d  by a n  e x p l a n a t o r y  repo r t

17 w h i c h  s u m m a r i z e s  r e c o m m e n d e d  goals, plans, a nd a p p r o p r i a t i o n s .  T he

18 r e p o r t  s h all c o n t a i n

19 (1) the c o o r d i n a t e d  p r o g r a m  g o a l s  a n d  o b j e c t i v e s  w h i c h  the

20 g o v e r n o r  r e c o m m e n d s  to g u i d e  the d e c i s i o n s  on  the p r o p o s e d  p r o g r a m

21 p l a n s  a n d  b u d g e t  a p p r o p r i a t i o n s ;

22 (2) the g o v e r n o r ' s  o p e r a t i n g  p r o g r a m  and b u d g e t  r e c o m m e n d a -

23 t i o n s  f o r  the s u c c e e d i n g  f i s c a l  y e a r  o r g a n i z e d  by a g e n c y  as r e q u i r e d

24 by  AS  3 7 . 0 7 . 0 2 0 ( a ) ;

25 (3) the g o v e r n o r ' s  c a p i t a l  i m p r o v e m e n t s  p r o g r a m  a nd b u d g e t

26 r e c o m m e n d a t i o n s  f o r  the s u c c e e d i n g  f i s c a l  y e a r  an d  c a p i t a l  improve-

27 m e n t s  p r o g r a m  for t h e  s u c c e e d i n g  six f i s c a l  y e a r s  w h i c h  s h all i n c l u d e

28 (A) a d e s c r i p t i o n  of e a c h  p r o j e c t ,  its e s t i m a t e d  cost

29 f o r  the y e a r  c o n s t r u c t i o n  is to s t art an d  t he e s t i m a t e d  cost of
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1 the p r o j e c t  a d j u s t e d  for i n f l a t i o n  o v e r  t he e s t i m a t e d  p e r i o d  of

2 c o n s t r u c t i o n ,  and the s o u r c e  of  f i n a n c i n g  f o r  the p r o ject; the

3 p r o j e c t  d e s c r i p t i o n  f o r  a n e w  b u i l d i n g  or  a  n e w  f a c i l i t y  or f o r  a

4 m a j o r  a d d i t i o n  to a b u i l d i n g  or  f a c i l i t y  s h o u l d  i n c l u d e  a site

5 plan, p r e l i m i n a r y  d r a w i n g s ,  a n d  a r c h i t e c t ' s  or e n g i n e e r ' s  total

6 cos t  e s t i m a t e  for th e  p r o ject;

7 (B) a s u m m a r y  o f  p r o j e c t s  p r e v i o u s l y  a u t h o r i z e d  and

8 not yet completed;

9 (C) a summary, l i s t e d  by a g e ncy, of all p r e v i o u s l y

10 p r o p o s e d  p r o j e c t s  w h i c h  h a v e  b e e n  d e f e r r e d  b e y o n d  the six y e ars

11 c o v e r e d  b y  the p l a n  a n d  t he y e a r  in w h i c h  c o n s t r u c t i o n  has b e e n

12 r e s c h e d u l e d  to begin;

13 (D) a f o r e c a s t  of the deb t  s t r u c t u r e  of  the state and

14 the v a r i o u s  d e b t  r a t i o s  o v e r  the life of t h e  state's b o n d s  out-

15 s t a n ding, b o n d s  a u t h o r i z e d  and to be issued, a nd bon d  authoriza-

16 t i ons r e c o m m e n d e d  in  the plan;

17 (E) a d e s c r i p t i o n  of a d d i t i o n a l  r e v e n u e  m e a s u r e s

18 n e e d e d  to f i n a n c e  the p l a n  in lie u  of debt;

19 (F) bon d  e l e c t i o n  b i l l s  to a u t h o r i z e  the b o nds re-

20 q u i r e d  to fund the p r o j e c t s  s c h e d u l e d  for the first t h ree y e ars

21 of the plan;

22 (G) p r o j e c t i o n s  of p o p u l a t i o n  of  the state and its

23 r e g i o n s  a n d  com m u n i t i e s ;

24 (H) e c o n o m i c  d a t a  arid p r o j e c t i o n s  n e c e s s a r y  f or the

25 e v a l u a t i o n  of the p l a n , i n c l u d i n g  p r o j e c t e d  o p e r a t i n g  a nd m a i nte-

26 n a n c e  costs of e a c h  p r o p o s e d  c a p i t a l  i m p r o v e m e n t ,  a n n u a l i z e d  o v e r

27 the  life of the i m p r o v e m e n t ,  a n d  a n  i d e n t i f i c a t i o n  of the pro-

28 j e c t e d  f u n d i n g  s o u r c e  for t h ose c o s t s ;

29 (4) a s u m m a r y  of s t a t e  r e c e i p t s  in  the last fiscal year, a

HB0009B -3- CSHB 9 (C&RA)



r e v i s e d  e s t i m a t e  f o r  t h e  c u r r e n t  f i s c a l  year, an d  an  e s t i m a t e  f o r  t he 

s u c c e e d i n g  f i s c a l  year;

(5) a s u m m a r y  of e x p e n d i t u r e s  d u r i n g  the last f i s c a l  year, 

those a u t h o r i z e d  for the c u r r e n t  f i s c a l  year, a nd a n  e s t i m a t e  f o r  the 

s u c c e e d i n g  f i s c a l  year;

(6) a n y  a d d i t i o n a l  i n f o r m a t i o n  w h i c h  w i l l  f a c i l i t a t e  u n d e r­

st a n d i n g  of the g o v e r n o r ' s  p r o p o s e d  p r o g r a m s  a n d  f i n a n c i a l  p l a n s  b y  

the l e g i s l a t u r e  a n d  the public.

*  Sec. 4. A S  3 7 . 0 7 . 1 2 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(8) " o p e r a t i n g  a n d  m a i n t e n a n c e  costs" m e a n s  the costs 

n e c e s s a r y  to o p e r a t e  a c a p i t a l  i m p r o v e m e n t  a nd to p r e s e r v e  e a c h  type 

of  c a p i t a l  i m p r o v e m e n t  as n e a r l y  as p o s s i b l e  i n  its o r i g i n a l  o r  i m­

p r o v e d  condition.

CSHB 9 (C&RA) -4- HB0009B
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M E M O R A N D U M M a r c h  25, 1987

SUBJECT:

TO:

FROM:

Amendme nt for CSHB 9 (C&RA) 

Representative Steve Frank

David R. Dierdorf 
Revisor of Statute

Enclosed is a draft amendment for your consideration.

After reviewing the present provisions of CSHB 9 (C&RA), I 
determined that it was necessary to retain the language 
related to the committee of first referral. The reason for 
this is that AS 37.07.030(7), as amended b y  sec. 2 of the 
bill, requires the legislature to "require that the projected 
operating and m ainte nance costs * * * be submitted w i t h  leg­
islation * * * (emphasis added) I felt that deleting the 
language in AS 24.08.030(b) relating to the committee of 
first referral might be seen as a weake ning of AS 37.07.030(7).

Consequently, the approach taken b y  the amendment is to require 
that a revised fiscal note, if n e c e s s a r y  because of revisions 
in the bill, be attached by each subsequent committee of 
referral. I believe that this addresses your concerns.

If I m i s s e d  the mark, or if I can be of further assistance, 
please advise.

DRD:mkr 
ml 0/049

Enclosure



A l a s k a  S t a t e  L e g i s l a t u r e

R e p r e s e n t a t i v e  M i k e  D a v i s

P.O. Box V Interim Office:
Juneau, Alaska 99811 P.O. Box 81435
(907) 465-4930/4941 Fairbanks, Alaska 997C8

MEMORANDUM

To: House Finance Committee

From: Rep. Mike Davis

Date: March 10, 1987

Re: CSHB 9 (C&RA); Relating to projected operating and
maintenance costs of capital improvements.

The passage of CSHB 9 would provide budgetary reform in 
the drafting of the state's capital budget. This bill would 
create greater fiscal responsibility in the state by pro­
viding legislators with an assessment of the projected 
operating and maintenance costs of a capital improvement under 
consideration. CSHB 9 applies only to capital improvements 
that have been submitted in legislation.

CSHB 9 requires that projected operating and maintenance 
costs, annualized over the life of the capital improvement, be 
included in a fiscal note attached to an appropriation bill 
before the bill is passed out of the first committee of 
referral. The fiscal note must also include the source of 
funding for the operating and maintenance costs. CSHB 9 also 
requires that this information be included in the governor's 
economic data and projections for use in evaluating the 
state's capital improvements program.

Under the provisions of CSHB 9, ultimate responsibility 
for providing the projected O&M costs in the fiscal note 
resides with the legislator requesting the capital improvement 
through legislation. Projected O&M costs would be received by 
asking that this information be provided by the party request­
ing the capital improvement.

This legislation is not expected to be costly or burden­
some to requestors of state grants for capital improvements, 
and projected O&M costs could be determined at the same time 
that that the cost is determined for the capital improvement 
itself. State agencies and some municipalities already 
provide projected O&M costs in their capital improvement 
requests.



§ 24 .08.020

- - 24.08.2101

L e g i s l a t u r e § 24 .08 .035

Sec.  24 .08 .030 .  A p p r o p r i a t i o n  bi l l s .  B i l l s  fo r  appropr iat ion shal l 
be confined to appropr iat ions and shal l  include the amount involved 
and the purpose, method,  manner and other related conditions o f  
payment. (§ 31 ch 157 SLA  1959)

R e v ib o r’s n o tes. —  F o rm e rly  A S 

24.30.030. Renum bered in  1985.

nd resolutions
:is

e for handling 
til they become 
g rules adopted 
:cordance with 
•• (§ 29  ch 157

itutional amend- 

'0: for resolutions 

orders, see A S

h bil l shal l be 
to one subject 
. revising or  
oject shal l be 
matters which 
accomplishing

m

Sec.  24 .08 .035 .  F i s c a l  n o te s  o n  bi l l s ,  (a) Before a bi l l  o r  resolu­
tion, except an appropr iat ion bi l l ,  is reported f r om the committee o f  
first re ferra l ,  there shal l  be attached to the bil l a fiscal note 
containing an est imate o f  the amount o f  the appropr iat ion increase or  
decrease which would resu l t  f rom enactment o f  the bi l l  fo r  the current 
fiscal year  and f ive succeeding fiscal years or, i f  the bi l l  has no fiscal 
impact, a statement to that effect sha l l  be attached. The fiscal note or 
statement sha l l  be prepared in conformity with the requi rements o f  
this section by the department or  departments affected and may  be 
reviewed by the office o f  management and budget. The fiscal note or 
statement sha l l  be de l ivered to the committee requesting i t within 
five days o f  the request or within two days i f  the request is made af ter 
the 90th day o f  a regu la r  session, or  dur ing a special session o f  the 
legislature. I f  the bi l l  is presented by the governor for introduction in 
accordance with AS 24 .08 .060(b )  and the uniform ru les o f  the 
legislature, the fiscal note or  statement shal l  be attached to the bil l 
before the bi l l  is introduced. An amendment o r  a subst itute bil l 
proposed by a committee o f  re fe r ra l  that changes the fiscal impact o f  a 
bil l  sha l l  be explained in a revised fiscal note or  s tatement at tached to 
the bil l .

(b) In  addition to the fiscal note required by this section, the 
sponsor o f  a bi l l  o r  resolut ion may prepare a fiscal note in conformity 
with the requi rements o f  this section and submit i t to the committee o f  
f irst re ferra l  or  the f inance committee. A committee may prepare an 
additional fiscal note in conformity with the requi rements o f  this 
section.

(c) A fiscal note for  a bi l l  o r  resolution must contain the fol lowing 
information:

(1) the fiscal impact on exist ing programs;
(2) the fiscal impact t f  new programs or activities;
(3) a l ine i tem detai l o f  the fiscal impact;
(4) the source o f  funds expected to be uti l ized by general  fund 

source, federal  fund source, o r  other identified source;
(5) the number o f  new positions which may be required, identified 

as ful l-t ime, part- time,  or  temporary ;
(6) an ana lysis o f  how the f igures in the fiscal note were derived:
(7) additional  in format ion necessary to explain the fiscal note;

11
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§ 24.08.036 A laska Statutes § 24.08.037

(8) a fiscal impact projection for  the current fiscal yea r and for the 
succeeding f ive fiscal years;  and

(9) fo rma l  in format ion consisting o f
(A) the bi l l  o r  resolut ion number ,
(B)  the name of  the pr ime sponsors,
(C) the date the fiscal note was prepared,
(D)  the name of  the committee requesting the fiscal note,
(E)  the name and phone number o f  the person who prepared the 

fiscal note, and
(F) the budget request unit ,  program, or  subprogram affected.
(d) The or ig inal  o f  a f iscal note sha l l  be submitted to the Division o f  

Legislative Finance and copies sha l l  be sent to the pr ime sponsor, the 
committee requesting the fiscal note, and the office o f  management 
and budget. (§ 1 ch 153 S L A  1968; am § 1 ch 20 SLA 1972;  am § 1 ch 
42 SLA  1976;  am § 2 ch 60  SLA 1979; am §§ 3, 4 ch 63 SLA  1983)

R e v is o r ’s n o te s . —  F o rm e rly  A S 
24.30.035. Renumbered in  1985.

E ffe c t o f  a m e n d m e n ts . —  T h e  1983 
am endm ent designated the e x is tin g  la n ­
guage as subsection (a) and added subsec­
tions lb), (c), and (d); and in  present 
subsection (a), in  the firs t sentence in ­
serted "or resolution, except an appropria­
tion  b il l,”  fo llo w ing "Before a b i l l” and

substituted "current fiscal year and five 

succeeding fiscal years” for "ensuing fiscal 

year and at least two succeeding fiscal 

years”, in  the second sentence inserted "in  

conform ity w ith  the requirem ents o f th is  

section” and added the language begin­

n in g  "and m ay be reviewed", and inserted 

the present th ird  sentence.

Sec. 24 .08.036,  F i s c a l  no te9  o n  b i l l s  a f f e c t ing  sta te r e t i r em en t  
systems.  Before a bi l l  which would hava an effect on the ret i rement 
systems o f  the state is reported to the rules committee, there sha l l  be 
attached to the bil l an  analysis o f  the long-term and short -term costs 
to the state i f  the bi l l  is adopted, as wel l  as the impact o f  the bi l l  on 
the actuarial  soundness o f  the fund. The analysis is in addition to the 
fiscal note requi rements o f  AS 24.08 .035 . (§ 2 ch 130 SLA  1977;  am 
§ 3 ch 60  SLA  1979; am § 81 ch 6 SLA  1984)

R e v is o r ’s n o tes. —  Enacted as A S 

24.30.037. Renumbered as A S 24.30.036 

in  1977. R e n u m b t.e d  again in  1985. 

E ffe c t o f  a m e n d m e n ts . —  T h e  1984

am endm ent deleted "shall be prepared by 

the Legislative Board of R etirem ent Bene­

fits and” fo llow ing "analysis” in  the sec­

ond sentence.

Sec.  24 .08.037 .  G e n e r a l  ob l i g a t i o n  b o nd  bi l l s .  A bi l l  authorizing 
the issuance o f  general  obl igation bonds creating a state debt for 
capital improvements shal l  contain a statement o f  the scope o f  each 
project included in the proposed bond issue. The statement sha l l  
include a br ie f  description o f  each capital improvement project, its 
location, and, in do l la rs ,  that portion o f  the total  bond issue to be 
al located to the project. l§ 2 ch 70 SLA 1973; am § 30 ch IS'* SLA 
1975)
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Sec.  24 .08.040 .  
sha l l  be: "Be i t e: 
(§ 32 ch 157 SLA

Revisor’s notes. 

24.30.040. Renumbere

Sec. 24.08.050.  
o f  the legislature 
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Sec .  24 .08 .06 
ture o r  a comm 
the active mem: 
may introduce 
prepared and ii 
un i form rules a- 

lb) Bi l l s  int r  
with a letter o f  
bear the inscrii 
Counci l ” ; bi l l s 
Committee sha 
committee o f  ei 
by Request o f  
bi l ls introduce! 
be del ivered u 
e i ther house ai 
the Legislative 
governor shal

§ 24.08.040



C O N S T R U C T I O N  V S  M & O  

W I T H  Z E R O  I N F L A T I O N

0  HB<)
I\uv\doui f o  CHS) Cc^\ 
by Ltfv^ac^e* ,
3 / b ( b 7

2 5 0

2 2 5

I
2 0 0

N 1 7 5

T 15 0

C H

0 0 12 5

SU
1 00

TS

A 75

N

D 50

S

25

0

HI

1 9 q 1 3  1 5  1 9  1 S  1 3  1 9  1 9  1 9  1 S  * 9  * 9  * 9  * 9  * 9  2 0  2 0  2 0  2 0  2 0  2 0  2 0  2 0  2 0  2 0  2 0  

8 s  6  7  8  3  0  1 2  3  4  9 S  9 6  3 7  9 8  9 9  V l  0 2  0 3  0 4  0 S  0 6  0 7  0 8 S \

Y E A R  

[jCONST | M & 0



V

3 0 0

C O M P A R I S O N  O F  

C O N S T R U C T I O N  V S .  M 4 0  

W I T H  E I G H T  P E R C E N T  I N F L A T I O N

50 -

0

8 8 8 0 8 9 S S 3 S S S S 9 S 0 0 0 0 0 0 0 0 0 0 1

■ 5 6 7 0 9 0 1 2 3 4 5 6 7 8 9 0 1 2 3 4 5 6 7 8 9 0

Y E A R

^ C O N S T R U C T I O N  J J M & O



7 5 0

6 7 5

I
6 0 0  •

N 5 2 5  ■

T 4 5 0  ■

CH

00 3 7 5  ■

SIJ
3 0 0  ■

IS

A 2 2 5

N

0 150 •

S

75

0

L I F E T I M E  T O T A L S  

C O N S T R U C T I O N  V S  M A O  

W I T H  Z E R O  I N F L A T I O N

[|CONST [JM&O



C O M P A R I S O N  O F  L I F E  C Y C L E  C O S T S  

C O N S T R U C T I O N  V S .  M 4 Q  

W I T H  E I G H T  P E R C E N T  I N F L A T I O N
\

T O T A L S  

^ C O N S T R U C T I O N  [ j M i O



PRO IECT TITIE: AGENCY PRIORITY: ___ OF
UK AT ION:
EJECTION DISTRICT: FISCAL YEAR: DURATION:
APPROPRIATION TO: PROGRAM:

FUNDING: CAPITAL REQUEST REVISED REQUEST j OPERATING COSTS1002 FEDERAL RECEIPTS to,..,., , . .. — . ,

1003 GENERAL FUND MATCHlOO'i GENERAL FUND1005 INTER-AGENCY RECEIPTS102B PROGRAM RECEIPTS

TOTALS:
POSITIONS (PFT):

PROJECT DESCRIPTION AND JUSTIFICATION:
LINE (1)
LINE (2)
LINE (3)
LINE (M

CAPITAL I’UOJKCTSCPI DKSCKHM'ION

D A T A  liNTRY W O R K S H E E T

WORKSHEET P a g e  of

Revised Date

F Y  8 7 1



4 *

CAI’ I -02 12/19/85
Cl A55N ICA1 Kill: 00 000 00 001A " DEPARTMENT OF TRANSPORT AT ION/PUBLIC FACILITIES RECORD KEY-’ 1AA5AD0T03

STATE OF ALASKA -- CAP1TAI I'ROJFCT DETAIL 15 : A 5
I(ICA TI ON CODE/PRIORI I Y:

PROJECT TITLE 
l> RICH HUY SHOULDER X III DEN

FUNDING 
1 00A GENERAL FUND

xxkaX* TOTAL COSTS

LOCATION
FAIRBANKS
REQUESTED 

620 . 0 
620.0

ELECTIONDIST
18

REVISED

PROGRAM: HIGHWAYS 5 2 9 1 0 7 2 5

AGENCYPRIORITY
1A 3

  PROJECT —START DURATION
F Y 8 7 0 MOS.

OPERATINGCOSTS
18.0
18.0

p nPOSITIONS
II mu: All 

ITCH

• I I L C I  D E S C R I P T I O N : APPROPRIATED TO STATE AGENCY
HI DEN AND PAVE SHOULDERS FROM APPROXIMATELY 12 MILE VILLAGE TO FLOOD CONTROL PROJECT. THE ROAD IS HIE MAIN ROUTE I OR REFINERY TRUCKS AND INTERSECTS WITH THE ACCESS TO THE NEW NORTH POLE HIGH SCHOOL. THIS PROJECTIS 5UPPORTEI) BY THE IOCAL GOVERNMENT.
HIE CITY OF NORTH POLE NAS EXPERIENCED RAPID GROWTH AND DEVELOPMENT ON BOTH SIDES OF THE OLD RICHARDSON DURING HIE PASI 2 YEARS (NORTH POLE REINERY EXPANSION. NEW NIGH SCHOOL, RESIDENTIAL DEVELOPMENT, ETC). THE EXISTING 20' ROADWAY 15 INADEQUATE TO HANDLE THE INCREASED COMMUNITY AND TRUCK TRAFFIC. COMMUNITY AND SAFETY CONCERNS MAKE THIS A II1GII I OCAL PI* I OR I TY •

3 HIE WIDENED ROADWAY AND FORECASTED TRAFFIC INCREASES ARE EXPECTED TO INCREASE MAINTENANCE REQUIREMENTS ON THIS SECT Kill

%1. M*



A L A S K A  L t G I S L A  I I V E  P R O C E D U R E S  S T U D Y

F I N A L  R E P O R T

S u b m i t t e d  t o :

T h e  J o i n t  S p e c i a l  C o m m i t t e e  o n  L e g i s l a t i v e  R e f o r m

P r e p a r e d  by  t he

NAT I ONAL  C O N F E R E N C E  OF  S TAT E  L E G I S LA TUR E S

1125 S e v e n t e e n t h  S t r e e t ,  Su i t e  1500

De n v e r ,  C o l o r a d o  30202

M ay  1 5 ,  1 9 3 3
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2 .  The A l a s k a  L e g i s l a t ure shou ld  d e v e l o p  a s t a n d a r d  fo rm  f o r  
c a p i t a l  p r o j e c t s  wnfch o e s c r i o e s  t.ne p u rp o s e  o f  ana need f o r  
eacn p r o j e c t .  A completed f o r m s h o u Id accompany eacn p r o ­
posed c a p i t a l  p r o j e c t  ano De a v a 11 aD 1 e f o r  p u p H c  

i n s p e c t i o n .

D i s c u s s i o n :  I n  o r d e r  t o  make w e l l - i n f o r m e d  d e c i s i o n s  abou t  c a p i t a l
p r o j e c t s ,  l e g i s l a t o r s  need d e t a i l e d  i n f o rm a t i o n  on t h e  p u r p o s e  o f  and need 
f o r  each- p r o p o s ed  p r o j e c t .  S e v e r a l  l e g i s l a t o r s  e x p r e s s e d  f r u s t r a t i o n  o v e r  
the  o f t e n  i n a d e q u a t e  documen ta t i on  f o r  p r opo sed  c a p i t a l  p r o j e c t s - - e s p e c i a I l y  
l o c a l  p r o j e c t s .

The s t a n d a r d  f o rm  sh o u l d  i n c l u d e ,  a t  minimum, t h e  f o l l o w i n g  e l em e n t s :

•  P r o j e c t  t i t l e

•  P r o j e c t  pu rp o se

• P r o j e c t  j u s t i f i c a t i o n  ( e . g . ,  needed t o  p r o t e c t  h e a l t h  
or w e l f a r e  o f  c i t i z e n s ,  t o  re spond  t o  c o u r t  o r d e r ,  t o  
e n c o u r a g e  economic d e v e l o pm en t ,  e t c . )

« A l t e r n a t i v e  ways o f  d e a l i n g  w i th  t h e  p r o b l em  a t  hand

•  A l t e r n a t i v e  fund ing s o u r c e s  i f  p r o j e c t  i s  n o t  funded
j

•  E s t im a t e d  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  o v e r  t h e  _ 
n e x t  f i v e  y e a r s ,  by y e a r

» E s t im a t e d  o p e r a t i n g  expenses  which w i l l  be g e n e r a t e d  
by t h i s  p r o j e c t ,  o v e r  the  n e x t  f i v e  y e a r s ,  by y e a r

A compendium o f  t h e  comp le ted  c a p i t a l  p r o j e c t  f o rms  s h o u l d  accompany the
p ropo sed  s t a t e  and l o c a l  c a p i t a l  budge ts  when they  a r e  t a k en  up f o r  c o n s i d ­
e r a t i o n  by t h e  f i n a n c e  commit t ee s .

3 .  L e g i s l a t i v e  F inance  D i v i s i o n  s t a f f  or c o n s u l t a n t s  s h ou ld  j o e  
r e s p o n s i b l e  f o r  re v i ew ing  a l l  c a p i t a l  p r o j e c t  p r o p o s a l s  :~o 
see i f  t h e  r ' i sca i  no tes  i n c l u d e s  a r e  r e a s o n a b l e .

D i s c u s s i o n :  In r e c e n t  y e a r s ,  m i l l i o n s  o f  d o l l a r s  nave r e en
a t e-2 o y t i e  -n a s k a l e g : s i  a t . r e  r-om exces s  c a p i t a l  t jn .cs a c c r c p r - « t s : 
ea r l  i e r  y e a r s .  Th is  sugge s t s  : n»c  i n i t i a l  c a p i t a l  - o p r t p r : j f  : - s  -a* 
n e e e s s a r i  1 / o e ne r o u s .  <iitn -avenue  p r o j e c t - :  o r s  *o . . - e r e  ~ : : r  -s



A L A S K A  S T A T E  L E G I S L A T U R E  

H O U S E  O F  R E P R E S E N T A T I V E S  
R E S E A R C H  A G E N C Y

Pouch Y , State Capito l 
Juneau, A laska 99811 

(907 ) 463-3991

A p r i l  4 ,  1983

MEMORANDUM

TO: R e p r e s e n t a t i v e  Hugh M a l o n e

FROM: J a c k  K r e i n h e d e
R e s e a r c h  S t a f f

R E :  E f f e c t  o f  C a p i t a l  P r o j e c t s  on O p e r a t i n g  B u d g e t
R e s e a r c h  R e q u e s t  8 3 - 5 9

R oy ce  W e l l e r  o f  y o u r  s t a f f  r e q u e s t e d  t h a t  we p r o v i d e  t h e  f o l l o w i n g  
i n f o r m a t i o n  on t h e  e f f e c t  o f  c a p i t a l  p r o j e c t s  on t h e  S t a t e  o p e r a t i n g  
b u d g e t :

• a g e n e r a l  d i s c u s s i o n  o f  t h e  r e s p o n s i b i l i t y  ( l o c a l  v s .  S t a t e )  
and o p e r a t i n g  c o s t s  f o r  d i f f e r e n t  t y p e s  o f  c a p i t a l  p r o j e c t s ,  
s u c h  as s c h o o l s ,  r o a d s ,  a nd  o f f i c e s ;

• an e s t i m a t e  o f  t h e  i n c r e a s e  i n  t h e  o p e r a t i n g  b u d g e t  o v e r  t h e  
l a s t  f i v e  y e a r s  wh ic h  was c a u s e d  by new c a p i t a l  p r o j e c t s ;  and

• an i n d e x  o f  o p e r a t i n g  c o s t s  f o r  v a r i o u s  t y p e s  o f  c a p i t a l  p r o ­
j e c t s  on a u n i t  b a s i s ,  s u c h  a s  p e r  s q u a r e  ' f o o t  f o r  b u i l d i n g s  
and p e r  l a n e  m i l e  f o r  r o a d s .

I t  was n o t  p o s s i b l e ,  w i t h i n  t h e  r e s e a r c h  t i m e  a v a i l a b l e  f o r  t h i s
r e q u e s t ,  t o  d e t e r m i n e  t h e  o p e r a t i n g  b u d g e t  im p a c t  o f  a l l  c a p i t a l
p r o j e c t s  o v e r  t h e  l a s t  f i v e  y e a r s .  The s e c t i o n  on t h i s  t o p i c  f o c u s e s  
on  f o u r  o f  t h e  S t a t e  a g e n c i e s  m o s t  a f f e c t e d  by t h e  o p e r a t i n g  c o s t s
o f  c a p i t a l  p r o j e c t s ,  and o n  d e b t  s e r v i c e  f o r  b o n d e d  p r o j e c t s .  The 
b u d g e t  i n f o r m a t i o n  wh ic h  was u s e d  f o r  t h e  a n a l y s i s  has s e v e r a l  l i m i t a ­
t i o n s  w h ic h  a r e  d i s c u s s e d  i n  t h a t  s e c t i o n .  I f  you w ou l d  l i k e  more
c o m p r e h e n s i v e  i n f o r m a t i o n  on t h e  o p e r a t i n g  c o s t s  o f  c a p i t a l  p r o j e c t s ,  
we may be a b l e  t o  do a d d i t i o n a l  r e s e a r c h  l a t e r  t h i s  s e s s i o n  o r  d u r i n g  
t h e  i n t e r i m .

RESPONS IB I L ITY  FOR OPERATING COSTS

A c o n s i d e r a b l e  p o r t i o n  o f  S t a t e  c a p i t a l  sp end in g  o v e r  t h e  l a s t  s e v e r a l  
y e a r s  has been in  the  f o rm  o f  g r a n t s  t o  m u n i c i p a l i t i e s .  In n e a r l y  a l l  
c a s e s ,  l o c a l  g ove rnmen ts  a r e  r e s p o n s i b l e  f o r  t h e  o p e r a t i o n  and m a in ­
t e n a n c e  o f  c a p i t a l  p r o j e c t s  b u i l t  w i t h  S t a t e  g r a n t s .  Thus ,  f r om  t r e
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S t a t e ' s  p e r s p e c t i v e ,  th e  impac t  o f  c a p i t a l  sp end in g  on th e  S t a t e ' s  
o p e r a t i n g  budge t  has been much s m a l l e r  t h a n  wou ld  have  been t h e  c a s e  
i f  mos t c a p i t a l  s p end in g  was f o r  p r o j e c t s  u n de r  S t a t e  r e s p o n s i b i l i t y .  
N e a r l y  a l l  p o r t  and h a r b o r  f a c i l i t i e s  a r e  a l s o  o p e r a t e d  by m u n i c i ­
p a l i t i e s ,  s o  t h a t  S t a t e  s p end in g  on h a r b o r  imp rovemen ts  d o e s  n o t  have a 
d i r e c t  impac t  on t h e  S t a t e  o p e r a t i n g  b u d g e t .

F o r  some t y p e s  o f  c a p i t a l  p r o j e c t s ,  m os t  n o t a b l y  s c h o o l  c o n s t r u c t i o n  
and p r o j e c t s  i n  sm a l l  c o m m u n i t i e s ,  t h e  r e s p o n s i b i l i t y  f o r  o p e r a t i n g  
c o s t s  i s  n o t  c l e a r - c u t .  I n  t h e  c a s e  o f  s c h o o l s ,  o p e r a t i n g  and no rmal
ma in t enance  c o s t s  a r e  p a i d ,  a t  l e a s t  i n i t i a l l y ,  by t h e  l o c a l  s c h oo l
d i s t r i c t s  and R u r a l  E d u c a t i o n a l  A t t e n d an c e  A r e a s  (REAAs ) .  S t a t e  educa ­
t i o n  f u n d i n g  unde r  t h e  f o u n d a t i o n  p r og ram  i s  based p r i m a r i l y  on a t t e n ­
dance  (number  o f  s t u d e n t s ) ,  n o t  on s c h o o l  o p e r a t i n g  c o s t s .  T h e r e f o r e ,  
when th e  S t a t e  b u i l d s  a s c h o o l  o r  p r o v i d e s  a g r a n t  t o  a m u n i c i p a l i t y  
t o  b u i l d  a s c h o o l ,  t h e  d i s t r i c t ' s  o r  REAA's f u n d i n g  i s  n o t  d i r e c t l y  
i n c r e a s e d  t o  pay t h e  c o s t  o f  o p e r a t i n g  t h e  s c h o o l .  In t h i s  s e n s e ,  i t  
i s  th e  s c h o o l  d i s t r i c t s  and REAAs t h a t  a r e  d i r e c t l y  r e s p o n s i b l e  f o r  
o p e r a t i n g  c o s t s .

Howeve r ,  a s  you know ,  t h e  S t a t e  p r o v i d e s  mos t  o f  t h e  o p e r a t i n g  fund s  
f o r  t h e  s c h oo l  d i s t r i c t s  and REAAs t h r o u g h  t h e  e d u c a t i o n  f o u n d a t i o n  
p r o g r am .  In FY 8 1 ,  t h e  S t a t e  p r o v i d e d  an a v e r a g e  o f  73  p e r c e n t  o f  
t o t a l  r e v e n u e s  f o r  s c h o o l  d i s t r i c t s  and 8 7  p e r c e n t  o f  t o t a l  r e v e n u e s  
f o r  REAAs. * These f i g u r e s  make i t  e v i d e n t  t h a t  o v e r  t h e  l o n g  r u n ,  
t h e  S t a t e  i n d i r e c t l y  pays mos t  o f  t h e  o p e r a t i n g  c o s t s  o f  new s c h o o l  
f a c i l i t i e s .  S t a t e  f u n d i n g  f o r  s c h o o l  d i s t r i c t s  and REAAs i n c r e a s e d
by 6 0  p e r c e n t  f r om  $ 3 1 9 . 2  m i l l i o n  in  FY 81 t o  $ 5 0 9 . 1  m i l l i o n  in  FY 3 3 .  
Th is  i n c r e a s e  i n  f u n d i n g  p a i d  f o r  g row th  i n  t h e  number o f  s t u d e n t s  and 
t e a c h e r s ,  new p r o g r a m s ,  and th e  e f f e c t s  o f  i n f l a t i o n ,  as  w e l l  as  t h e  
c o s t  o f  o p e r a t i n g  new s c h o o l s .

The s i t u a t i o n  w i t h  c a p i t a l  p r o j e c t s  i n  sm a l l  c ommun i t i e s  i s  s i m i l a r .  
A l t h ough  t h e  c omm un i t i e s  may be r e s p o n s i b l e  f o r  o p e r a t i o n  and m a i n ­
t e n a n c e  o f  f a c i l i t i e s ,  r o a d s ,  and o t h e r  p r o j e c t s ,  mos t  o f  t h e i r
r e v enue s  a r e  r e c e i v e d  f r om  t h e  S t a t e  t h r o u g h  r e v en u e  s h a r i n g ,  m u n i c i p a l  
a s s i s t a n c e ,  and o t h e r  p r o g r am s .  The impac t  o f  t h e s e  l o c a l  c a p i t a l  
p r o j e c t s  on t h e  S t a t e ' s  o p e r a t i n g  budge t  depends on o n e ' s  p e r s p e c t i v e .  
C o n c e i v a b l y ,  i f  S t a t e  r e v e n u e s  f e l l  d r a m a t i c a l l y ,  t h e  S t a t e  c o u l d  r e du c e  
a s s i s t a n c e  t o  m u n i c i p a l i t i e s  and l e t  them m a i n t a i n  t h e i r  c a p i t a l  
f a c i l i t i e s  as b e s t  t h e y  c o u l d .  Howeve r ,  i f  t h e s e  f a c i l i t i e s  a r e  t o  be 
p r o p e r l y  m a i n t a i n e d ,  much o f  t h i s  money w i l l  have  t o  come f r om  t h e  
S t a t e .

I S o u r c e :  D epa r tmen t  o f  E d u c a t i o n  1982  Annual  R e p o r t .
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TYPES OF CAPITAL PROJECTS

I t  i s  im p o r t a n t  t o  c o n s i d e r  the  e f f e c t  o f  d i f f e r e n t  t y p e s  o f  c a p i t a l  
p r o j e c t s  on m a in t e n a n c e  and o p e r a t i o n s  (M&O) c o s t s .  A r e v i ew  o f  t h e  
c a p i t a l  budge t s  en a c t e d  by the  l e g i s l a t u r e  f o r  t h e  p a s t  s e v e r a l  y e a r s  
i n d i c a t e d  t h a t  a l a r g e  p e r c e n t a g e  o f  c a p i t a l  a p p r o p r i a t i o n s  were  
imp ro vemen ts  o r  r e p l a c em e n t s  f o r  e x i s t i n g  f a c i l i t i e s ,  r a t h e r  t h a n  new 
p r o j e c t s .  Any ty pe  o f  r e p a i r  o r  m a in t en ance  i t em  o f  $ 2 5 , 0 0 0  o r  more  
i s  u s u a l l y  budge ted  a s  a c a p i t a l  p r o j e c t ,  r a t h e r  than  as an o p e r a t i n g  
i t em .  C a p i t a l  improvement  p r o j e c t s  can i n c r e a s e  o p e r a t i n g  c o s t s  i f  a 
b u i l d i n g  i s  e n l a r g e d  o r  a r o a d  i s  widened f r om  two l a n e s  t o  f o u r ,  bu t  
o p e r a t i n g  c o s t s  can a l s o  d e c l i n e  when i n e f f i c i e n t ,  h i g h  m a i n t e n a n c e  
b u i l d i n g s  and d e t e r i o r a t e d  r o ads  a r e  r e p l a c e d  o r  im p r o v ed .

Rased on my r e v i ew  o f  t h e  FY 8 3  c a p i t a l  b u d g e t ,  a b o u t  17 p e r c e n t  o f  
t h e  a p p r o p r i a t i o n s  had a p o s s i b l e  o p e r a t i n g  budget im p ac t .  Th i s  f i g u r e  
does n o t  i n c l u d e  m un i c i p a l  g r a n t s ,  e x c ep t  f o r  s c h oo l  c o n s t r u c t i o n ,  wh ich 
a r e  i n c l u d e d .  F o r  FY 8 2 ,  a b o u t  3 8  p e r c e n t  o f  t h e  a p p r o p r i a t i o n s  had a 
p o t e n t i a l  o p e r a t i n g  budge t  im p a c t ,  i n d i c a t i n g  a l a r g e r  p r o p o r t i o n  o f  
s p end in g  f o r  "new" p r o j e c t s  and S t a t e - ow ned  p r o j e c t s  i n  t h i s  y e a r .

The v a r i a b i l i t y  o f  m a in t e n a n c e  and o p e r a t i n g  a p p r o p r i a t i o n s  a l s o  a f f e c t s  
t h e  r e l a t i o n s h i p  be tween c a p i t a l  and o p e r a t i n g  e x p e n d i t u r e s .  The 
v a r i o u s  m a in t e n a n c e  u n i t s  i n  t h e  D epa r tm en t  o f  T r a n s p o r t a t i o n  and 
P u b l i c  F a c i l i t i e s  f r e q u e n t l y  s t a t e d  i n  t h e i r  budge t  r e q u e s t s  t h a t  
m a in t e n a n c e  work had p r e v i o u s l y  been budge ted  a t  a v e r y  m in ima l  l e v e l  , 
w i t h  mos t m a j o r  m a i n t e n a n c e  d e f e r r e d  i n d e f i n i t e l y .  T h i s  t y p e  o f  budge t  
ap p r o a c h  wou ld  r e d u c e  t h e  o p e r a t i n g  impac t o f  c a p i t a l  p r o j e c t s  i n  t h e  
s h o r t  r u n ,  bu t wou ld  a l s o ,  d e c r e a s e  th e  u s e f u l  l i f e  o f  mos t f a c i l i t i e s .  
In  a d d i t i o n ,  i f  m a in t e n a n c e  i s  d e f e r r e d  u n t i l  i t  becomes a m a j o r  
r e n o v a t i o n ,  t h e  a p p r o p r i a t i o n  f o r  t h i s  r e n o v a t i o n  wou ld  t h e n  show up 
i n  t h e  c a p i t a l  budge t  r a t h e r  t h an  t h e  o p e r a t i n g  b u d g e t .

OPERATING BUDGET INCREASES RESULTING FROM CAPITAL PROJECTS

Debt S e r v i c e  f o r  Bonded P r o j e c t s

Debt  s e r v i c e  on g e n e r a l  o b l i g a t i o n  bonds i s s u e d  by t h e  S t a t e  i s  n o t  an 
o p e r a t i n g  c o s t  i n  t h e  no rma l  s e n s e  o f  p a y i n g  f o r  t h e  a c t u a l  o p e r a t i o n  
o f  a c a p i t a l  p r o j e c t .  The b a s i c  d i f f e r e n c e  be tween bond ing  f o r  a 
c a p i t a l  p r o j e c t  and a p p r o p r i a t i n g  ca sh  i s  t h a t  b ond ing  s p r e a d s  t h e  
a p p r o p r i a t i o n  o v e r  a l o n g  p e r i o d  o f  t ime (wh ich  o f  c o u r s e  r e q u i r e s
i n t e r e s t  p a y m e n t s ) .  Howeve r ,  d e b t  s e r v i c e  on t h e  S t a t e ' s  bonded 
i n d e b t e d n e s s  i s  a p p r o p r i a t e d  in  t h e  o p e r a t i n g  b u d g e t ;  t h e r e f o r e ,  b ond ­
ing  c a p i t a l  p r o j e c t s  i n c r e a s e s  t h e  o p e r a t i n g  budge t  in  s u b s e q u e n t
y e a r s .  In a d d i t i o n ,  t h e  payment o f  d e b t  s e r v i c e  i s  s i m i l a r  t o  o t h e r
M&D c o s t s  i n  t h a t  i t  i s  a l o n g - t e rm  o b l i g a t i o n  which r e s u l t s  f r om  t h e
c o n s t r u c t i o n  o f  c a p i t a l  p r o j e c t s .


