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the Executive Budget Act (AS 37.07);
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(6) with the Governor's permission, designate the legislative fiscal analyst to serve ex
officio on the Governor's budget review committee. [AS 24.20.231]
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Legislative Fiscal Analyst's Overview of the Goven's FY2011 Request

Introduction

As required by law, the Governor released his FY11 budget proposheé tpublic and the
legislature by December 15, 2009. The Legislative FinancesiDiviprepared this Overview of
the Governor's proposal and “subcommittee books” for each agenagcirdance with AS
24.20.211-.231.

Alaska’s Fiscal Situation

The short and sweet version of the story is that Alaskanoas cash reserves than ever before—
nearly $10 billion excluding the Permanent Fund Corpus and earnings reserves-piaijeciing

a seventh consecutive year of general fund surpluses. But nattihgrt and sweet in the budget
world, and there are concerns about long-term oil production declineslevolhfirices, the pace
of gasline development, and expenditure levels that may not l@nsi¢. As those who work
with state budgets can attest, having money does not necessarily make th@imoggsteasier.

Before consideration of transfers, thaticipated surpluses for FY10 and FY11l are $1.45
billion and $330 million, respectively If the legislature approves transfers proposed by the
Governor, the projected surpluses decline to $444 million for FY10 and $55 milliol fdr'F

As always, projections involving oil prices are somewhatuslative. For this reason, Legislative
Finance prefers sensitivity charts (like those on pages 6 ateda/jevenue estimate based on a
specific oil price. As the FY10 chart shows, if oil remaibhghe current year-to-date price of
$73.42 per barrel through the end of the year, the FY10 surplus wouldgeiwut $2.2 billion
before transfers, and to about $1.1 billion after forward funding K-12 eduocati

In summary, Alaska is in a position to repay the remairdiability ($400 million) to the
Constitutional Budget Reserve Fund (CBRF). That liabilitthés net amount borrowed from the
fund since its inception in 1991. Repaying the liability to the CBRIald result in a major
paradigm shift. General funds not appropriated by year-end waukinen the general fund and
be available for appropriation—without a supermajority vote—in filwing fiscal year.
Alaska has not had a positive start-of-fiscal-year general fund leala20 years.

State senators and representatives typically begin daliaggssession facing decisions about two
fiscal years—the open fiscal year (FY10) and the budget ye4t1). In an unusual turn of
events, the sharp declines in both oil prices and financialatsatkat occurred in FY09 remain
relevant to current fiscal decisions. The fiscal summagpamed at the end of the 2009 session
anticipated a deficit of nearly $800 million for FYQ9, after ipgy$745 million as a resource
rebate and depositing $1 billion into the Constitutional Budget ReBemve. Actual revenue was
within $40 million of projections and the amount appropriated wasr@gected, yet the FY09
comprehensive financial report shows a surplus of $200 milliordéeanay wonder “So, how
did a billion dollars appear from thin air, and how might that eaéett the amount of money
available for appropriation during the 2010 session?”

! The Governor proposes:
1. a$1.1 billion transfer from the general fund te fublic education fund in FY10 (which would
restore the fund balance to the level requiredtedrd fund K-12 education in FY11);
2. a $400 million transfer from the general fund toeavly created performance scholarship fund in
FY11,;
3. transfers of $179 million from savings account&¥fil1; and
4. other more routine transfers of $40 million.
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The money is available because of a miscommunication thaédaesenue projections and
financial statements to become unsynchronized beginning with FYO8nEeprojections cover
the period from July through June, while financial statementsrggsigiccrued June revenue as
money available in the following fiscal yeadune 2008 oil prices were extremely high, so
adding June 2008 oil taxes to FY09 revenue while subtracting Junea&3@@3($o they could be
added to FY10 revenue) caused the financial statement to showgected billion dollars of
available revenue in FY09. The extra money means that #tet@ty Budget Reserve Fund was
not needed to balance the budget in FY09 (so the balance remains lib$)ldrnd the general
fund liability to the CBRF was reduced by $200 million (and now stands at $400milli

How does this impact extend to the current session? If the FiMadcfal statements are
synchronized with revenue forecasts, accrued revenue from June B0i6t Wwe designated for
use in FY11. Effectively, synchronization could mean that FY10 woulé ggtirteenth month”

of revenue, adding $304 million to the projected $1.45 billion surplus i thirteenth month,
the projected surplus is sufficient to forward fund K-12 edioa with $1.1 billion, repay the
$400 million liability to the CBRF, and still have about $250 millionspend or save. If oil
prices remain at the current level ($73.42/bbl) during the sebalf of FY10, revenue will be
about $750 million more than the official projection.

The effects of the 2009 financial market decline also exbeydnd FY09. The most significant
issues include higher contributions to retirement plans—butwilaicome after FY1l—and

dealing with investment losses realized by the Permanent FUnd@ The latter issue is more
complex than can be addressed in this overview, but readers whoowistpare for legislative

deliberation on the topic may want to review a paper on the supjested on the Legislative
Finance Division website).

The Governor’'s Budget

The following discussion is based on the fiscal summary—Alaskaudget on a page.”
Parenthetical references refer to line numbers on the sumomagyage 5. The summary
incorporates the results of a project that moved about $750 millittredr funds” to the general
fund category in order to provide clearer, more meaningful informatiostate spending and
revenue. Please see page 9 for a discussion of the project.

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

1. Agency Operations (line 8)refers to money appropriated/requested to operate
all public agencies. It may be the best expression of public perceptitire dfudget” and
includes money for K-12 education (line 11) and other formula progriam#$/edicaid
(line 12) as well as all non-formula operating costs (line TBg Governor’s request is
up $183 million (4.4%) from FY10. Roughly half of that amount is for K-12 edurcat
and Medicaid. Please see the discussion beginning on page 15 fordetails on
operating budget increases.

There are no obvious places here for significant budget redudticiast, the legislature
may find it difficult to remain below the Governor’s requgsttticularly if a reduction in
the Medicaid matching rate (lowered as part of the feddralulus package) is not

2 This discussion is oversimplified. While technidakails might be of interest to Finance Committee
members, detail would not facilitate understandihtheOverviewlevel of discussion.
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extended. Alaska’'s FY11 share of Medicaid payments will iserdey $50 million or
more if the rate returns to normal on December 31, 2010.

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

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

3.  Capital Appropriations (line 26) include capital projects and a $150 million
deposit to the Alaska Gasline Inducement Act (AGIA) reimburséniand. The
Governor’'s $549 million general fund request is $269 million (96%) morettieaFY10
capital budget adopted by the legislature. Primary driverthefincrease are $150
million to the AGIA Reimbursement Fund and $100 million for statewieferred
maintenance.

The legislature typically adds a substantial amount to theef@ovs capital request.
After what some legislators consider as two lean yearsapftal spending, a larger
capital spending plan by the legislature would be no surprise. Capéading is also
highly dependent on the fiscal situation—spending goes up when revdrigb. ids the

FY10 sensitivity chart on page 6 shows, if oil prices remairthat current level

($73.42/bbl) during the second half of FY10, revenue will exceed cluapgmopriations

by $2.2 billion. After forward funding K-12 education and repaying the $400omil
liability to the CBRF, the remaining $1 billion surplus would be adéd for spending in
FY11.

An additional reason the final capital budget might be largen the@ Governor's
proposal becomes apparent when one compares the Governor's FY11 teqthest
FY10 final budget and to the FY10 Governor’s request. Governor Pahfif Fequest
contained several agency projects—the largest was a $76mmidiquest for funds to
replace payroll and accounting software—that were not approwtdi@ not appear in
the Governor's FY11 request. Many of the agency projectstilirmeeded. For more
details on the capital budget, please see the discussion beginning on.page 55

4, Transfers (line 37)is the portion of the fiscal summary that requires the most
explanation. The transfers section records money that passesrmifund to another
without leaving the treasury. Please see the budget gaagress report reproduced on
page 9 for a more detailed discussion.

A negative number (such as the $1.057 billion in the FY10 GF columinen39)
indicates a transfer to the general fund. In this case, $1.057 billioa ¢stimated cost of
K-12 education in FY10. That amount was removed from the Public Edudatiod
(PEF) and distributed to school districts, but the legislatlidenot approve an FY10
appropriation to the PEF, so there was a balance reduction of $1.057 billion.

Similarly, the negative $2.1 million and negative $177 million showthénFY11 GF
column (lines 41 and 42) indicate the Governor’s proposed withdrafv&tks77 million
from the Alaska Housing Capital Corporation account—a savingsiatthe legislature
created with a $300 million general fund deposit in FYO7—and $2 miftiom the
CBRF for management fees. The $179 million withdrawn from sauiegsunts also
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appears on the lines where the money is spent ($150 million depasitbte AGIA
Reimbursement Fund on line 29, $10 million for capital projects purated in line 28,
and $19 million for agency operations incorporated in line 10).

A positive number indicates a net deposit to a fund. The Governor’'s pispogieposit
$14 million to the Public Education Fund and $400 million to a schopafsind are
shown on lines 39 and 4(0Transfers to (and from) accounts that are not considered
savings accounts are shown on line 43.

As shown in the fiscal summary (line 36), the Governor’s propbeddet spends $330 million
less than the projected amount of revenue. Although transferacarconsidered spending—
because money is transferngdhin the treasury—they do require an appropriation and they “take
money off the table.” The Governor proposes both deposits to and witidrirom savings
accounts. The net deposit of $275 million (line 37) reducesrjeged FY11 surplus to $55
million (line 45). Without the proposed withdrawals from savingsefli 41 and 42), the
Governor’s budget would show a deficit of $124 million.

Further Analysis

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

» Agency summaries (operating budget on pages 17 & 18 and capital bedgeting
on page 55) provide a quick comparison of the Governor's proposed huidget
FY10 spending.

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

Subcommittee members will want to review the detailed agbnoks available in the Finance
Committee rooms.

3 Section 21(t) of the Governor's operating budgdit dppropriates $1.131 billion from the general
fund to the Public Education Fund (PEF) in FY11F&12 K-12 education costs. This amount is $14
million more than required to fund K-12 education kY11, so the fiscal summary shows a $14
million deposit to savings.
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State of Alaska Fiscal Summary — FY10 and FY11

(in millions)

FY10 Authorized Budget FY11 Governor's Proposed Budget Change in GF
Total Total
General |Other State| Federal General |Other State|] Federal
Funds Funds Receipts | All Funds Funds Funds Receipts All Funds $ %
1 | REVENUE (excludes Pemanent Fund Earnings) 1) 5,573.2| 500.8 | 3,091.3 | 9,165.3 || 6,008.0 | 501.3 | 2,780.6 | 9,289.9 4348 | 7.8%
2 | |Unrestricted General Fund Revenue (Fall 2009) (2) 4,777.9 - - 4,777.9 5,236.6 - - 5.236.6
3| |Camyforward (3) 221 1.3 146.4 169.8 - -] 7
4 | |Other Revenue Reclassified as General Fund Revenue {4) 7732 - 773.2 771.4 - - 771.4
5| |Federal and Other Funds - 499.5 2,944.9 3,444.4 - 501.3 2,780.6 3,281.9
s |APPROPRIATIONS
7|TOTAL OPERATING APPROPRIATIONS 4,849.7 351.2 ] 1,939.2 | 7,140.0 || 5,129.1 352.3 | 1,912.6 | 7,394.0 279.4 5.8%
8 [Agency Operations 4,144.4 2953 | 1,915.5| 6,355.3 4,327.0 299.9| 1,885.6 6,512.5 182.6 4.4%
g |Current Fiscal Year Appropriations (includes bills 4,094.4 295.3 1,915.5 6,305.3 4277.0 2999 1,885.6 6,462.5 182.6 4.5%
10 | |Agency Operations (Non-Formula) 2,438.7 292.4 991.2 3,722.2 25284 2901 941.3 3.759.8 89.7 3.7%
1" K-12 Education 1.073.7 - 208 1,094.5 11297 - 20.8 1.150.5 56.0 5.2%
12 | |Other Formula Programs 582.1 2.8 890.5 1,475.3 616.9 2.8 923.5 1,543.2 348 6.0%
13 | |RPLs (No FY2011 RPLs are included) - 02 131 13.2 - - - -
14 | |Fiscal Notes - - - - 2.0 7. - 9.0
15 | |Duplicated Authorization (non-additive} (5) - 625.2 - 625.2 - 621.1 - 621.1
16 |Supplemental Appropriations 0.0 0.0 0.0 50.0 50.0 0.0 0.0 50.0
17 | Statewide Operations 705.3 55.8 23.7 784.8 802.1 52.4 27.0 881.5 96.8 13.7%
18 |Current Fiscal Year Appropriations 705.3 55.8 23.7 784.8 802.1 52.4 27.0 881.5 96.8 13.7%)|
19 | |Debt Service 167.7 55.8 14.7 238.2 197.0 524 18.0 267.4 29.4 17.5%,
20 | |Fund Capitalization 7.5 - 9.0 16.5 7.5 - 9.0 16.5 - 0.0%
21| |Direct Appropriations to Retirement 284.7 - - 284.7 357.6 - - 357.6 729 25.6%
22| |Local Government Support 60.0 - - 60.0 60.0 - - 60.0 - 0.0%
23| |Oil & Gas Investment Tax Credits 180.0 - - 180.0 180.0 - - 180.0 - 0.0%
24| |Resource Rebate 5.4 - - 5.4 - - - - (5.4)] -100.0%
25 | |Duplicated Authorization (non-additive) (5) - 137.1 - 137.1 - 8.5 - 8.5
26 |TOTAL CAPITAL APPROPRIATIONS 280.0 40.0 | 1,138.4 | 1,458.4 548.5 54.7 839.3 | 1,442.5 268.5| 95.9%
27 |Current Fiscal Year Appropriations 280.0 40.0 1,138.4 1,458.4 548.5 54.7 839.3 14425 268.5 95.9%
28 | |Project Appropnrations & RPLs (Revised Programs) 263.2 400 1.138.4 1.441.6 398.5 54.7 838.2 1.291.4 1353 51.4%
29 | |Fund Capitalization 16.8 - - 16.8 150.1 - 11 151.1 133.2 792.1%
30 | |Projects Funded with General Obligation Bonds (non-add) - - - - - - - -
31 | |Projects Funded with Other Debt Proceeds (non-additive) - 24.0 - 24.0 - 181.1 - 181.1
32 | |Capital Veloes (non-additive} - - - - - - N _
33 | |Duplicated Authorization (non-additive) (5) < 46.8 - 46.8 £ 201.8 - 201.8
34 | |Money on the Streel (includes all fund sources) (6) 280.0 86.8 1,138.4 1,505.2 548.5 256.5 839.3 1,644.3
35
36
37 [Transfers (1,007.0) 10.0 13.7] (983.4) 275.0 8.7 28.8 312.5 || 1,282.1 [-127.3%
38 |Current Fiscal Year Appropriations {1,007.0) 10.0 13.7 {983.4) 275.0 8.7 28.8 312.5 1.282.1 A127.3%
39 | |Designated Savings (Public Education Fund} {1,057 .4) - - {1,057.4)| 14.0 - - 14.0
40 | |Designated Savings (Performance Scholarship Fund) - - - - 400.0 - - 400.0
41 Undesignated Savings (Constitutional Budget Reserve Fund) (1.7) - - (1.7) (2.1) - - {2.1)]
42 | |Undesignated Savings {Alaska Housing Capital Corporation) - - - - (177.0) - - (177.0))
43 | |Other Transfers 52.0 10.0 13.7 75.7 40.1 8.7 28.8 77.5
SU— — A
44 |Post-Transfers Authorization (unduplicated) 4,122.6 401.2 | 3,091.3 | 7,615.1 5,952.6 4157 | 2,780.6 | 9,148.9 || 1,830.0 | 44.4%
45 |Post-Transfers Surplus (Draw From CBRF) 1,450.6 26% | of Revenue 55.3 1% | of Revenue
46 |Permanent Fund Appropriations 590.0 99.6 0.1 689.6 1,523.0 85.6 - 1,608.6
47 | |Permanent Fund Dividends 590.0 - - 590.0 637.0 - - 637.0
48 | |Deposits to Principal - - 0.1 0.1 886.0 - - 886.0
49 | [Other Uses of Earnings - 99.6 - 99.6 5 85.6 g 85.6
50| Total Authorization (undupiicated) 500.8 7,475.6 2,780.6 | 10,757.5
51 |FISCAL YEAR SUMMARY (exciudes PermFi 4122.6 401.2 | _ 3,091.3 | 10,678.6 2,780.6 | _14,890.5 || _1,830.0 [ 44.4%
52 | |Agency Operations 4,144.4 295.3 1,915.5 6,355.3 4,327.0 299.9 1,885.6 6,512.5 182.6 4.4%
53 | |Statewide Operations 705.3 55.8 237 784.8 802.1 52.4 270|_ 8815(|___ 968 13.7%
54 | |Total Operating 4,849.7 351.2 1,939.2 7,140.0 5,129.1 352.3 1,912.6 7,394.0 279.4 5.8%!
55| |Capital 280.0 40.0 1,1384 1,458.4 548.5 54.7 839.3 1,442.5 268.5 95.9%)
56 | |Total Authorization 5,129.7 301.2 3,077.6 8,598.5 5,677.6 407.0 2,751.9 8,836.5 548.0 10.7%
57 | |Transfers (1,007.0) 10.0 13.7 {983.4) 275.0 8.7 28.8 312.5
58 | |Federal Stimulus Funding (ARRA of 2009) \ | 297.1 | | 176.1 |
Notes: January 15, 2010

(1) Permanent Fund eamings are excluded from reported revenue because the entire balance of the earnings reserve account is available for appropriation.
Permanent Fund earnings and balance information is reported on page 2 of the fiscal summary.

(2] The Falt 2009 oit forecast for FY10 is 0.668 mbd at $66.93 per barrel; the FY11 forecast is 0.631 mbd at $76.35/bbl. Source: Revenue Sources Book, Fall 2009.

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

carryforward will be unknown until the close of FY10.

4} In an effort to present the budget in a more meaningful and accurate way, many sources of funds were recategorized from "other” funds to general funds
beginning in FY11. This summary presents both FY10 and FY11 budgets in the revised fund categories in order to make comparsons across years valid.
15 Duplicated authorizations are in the budget twice, such as when funds flow in and out of a holding account or one agency pays another for services provided.

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

provides a valuable measure of "money on the street” because it includes projects funded with bond proceeds and other duplicated fund sources.
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The Legislative Finance Division has been working with the Fin@@ameamittee co-
chairs and with OMB to implement significant budget presentati@mges in the FY11
budget cycle. The following information reproduces the Legisldinance Division’s
first progress report on the project. The report explains the budget ptieseadtallenges
being addressed and outlines the solutions being implemented to addesss t
challenges. This report was provided to the Finance co-chairs andllBoa@d, along
with other progress reports, is posted on LFD’s web Bitp:(/www.legfin.state.ak.ups/

Budget Clarification Project
Progress Report 1
December 3, 2009

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

Background

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

1. Reappropriations,
2. Fund transfers and duplicated appropriations, and
3. Fund code recategorization.

Reappropriations

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

1. Agencies will terminate capital projects administrativelyere will be no
reappropriations to new executive branch projédtee legislature will then
review all of the Governor's capital requests on equal footing. Wone

* The Administration does not currently expect tori@ate any capital projects or reappropriate aviy@r
operating money to FY11. OMB says that 1) capitajqgxts were scrubbed for potential reappropriation
last year and 2) agencies have been told to reqa@sbperating money for FY11 rather than carry eyon
forward from FY10.
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associated with terminated projects will show as revenue inelreoy project
termination.

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

3. Operating carryforward reappropriations will appear in the ojperdtdill so
subcommittees can include them in their review of the FY11 operating budget.

4. Reappropriations affecting FY10 will appear in the supplemental bill.

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

Fiscal Summary ImpactNone. Reappropriations are, and will remain, net zero
transactions. This part of the project will improve informatioailable to the public, but

it does not affect the amount, fund classification, timing or agessigrament of any
appropriation.

Fund Transfers and Duplicated Appropriations

Unless problems arise, fund transfers and duplicated appropriatiomotide discussed
in future progress reports. Legislative Finance and OMB haxeheel agreement on
budget structure and classification of duplicated codes. OMB intendsetdhe new
structure and codes in budget bills submitted for FY11l. OMB alsodstem simplify
appropriation language in the bills to reflect the new structureexptanation of changes
follows:

Traditionally, capitalization (for example, appropriating gendwalds to the Railbelt
Energy Fund) shows in the fund capitalization line of the fiscalnsamy In order to
avoid double counting, appropriatiofiem a capitalized fund are classified as duplicated
expenditures and are netted out of the fiscal summary. This treatmenrd:affect

1. Classification—appropriations from a capitalized fund are alwkagsitied as
“other funds” rather than matching the source of the original funiiecause
general and federal funds cannot be classified as duplicated)m@lisesult
in less scrutiny of appropriations from various funds.

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

3. Timing—appropriations to a fund are counted in the year the fund
capitalization is made, while money in the fund may not be spentyeatis
later.

Page 10




Legislative Fiscal Analyst's Overview of the Goven's FY2011 Request

Beginning with FY11, appropriations will be counted when money leavetrédhasury
rather than when it is transferred from one fund to another. Fundetransill be
recorded as transactions and included in reports, but will be exclaredHe roll-up of
totals. The new treatment of transfers and duplicated funds will:

1. Retain the original classification of funds, and show where and wio@eym
is actually spent as well as when it is deposited into agawccount or other
fund.

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

3. Eliminate most duplicated fund codes.

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

However, there are some transitional issues in the short-run. Becawsey will be
counted as it flowsut of funds, while historically money was counted on its \wdg
funds, historical data must be revised (to incorporate the newmiat of transfers and
duplicated fund codes) in order to avoid double counting. That task may gakecant
effort. Fortunately, the budget process does not involve significaioribad review, so
efforts to “fix history” can be deferred until interitn.

For FY10, the new approach—counting money as it leaves the treasilhygive the
appearance of about $33 million of additional general fund spending. Thiscaur
because appropriations from the Railbelt Energy Fund and Céaptaine Fund were
formerly classified as duplicated “other” expenditures (bexaugney was counted as it
flowed into those funds in years past) and will now be counted as Fati€raj fund
expenditures. These expenditures will not increase the fiscal bgaause the
expenditures will be offset by transfers from capitalized funds to the démada

Fund Code Recategorization

The Governor’s budget bills witiotincorporate the new fund code categories. This does
not indicate a lack of support for the proposed changes—OMB has been wonkilyg
with Legislative Finance on this project for months—but ratherombiation of
technical and political issues. Those issues are:

1. OMB staff effort was focused on preparing FY11 budgets; resoakzble
for fund recategorization were insufficient to ensure a smoothitimndy
December 15.

2. The power of appropriation is vested in the legislature. That powkrdies
categorization of appropriations. OMB release of a budget in whiod f

® Unfortunately, the effort to produce and analy@eyear agency operating plans becomes complicated
when historical, present and future appropriatimsinconsistently presented. The complicationsl mex
delay consideration of the plans during the FY1ddat cycle, but it does mean that plans may regaire
benchmarking in FY12.
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sources were recategorized could be viewed as infringing onislateg
prerogative.

In summary, future progress reports will address the resolutiorssois/problems
associated with implementing the fund recategorization portion of thgeebaldrification
project.

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

Traditionally, appropriations have been tallied in three groups: geherds, federal

funds and other funds. For years, some budget-watchers expressed ahodrihe

proliferation of “other funds.” The primary reason for concern seé¢mnde the

contradiction between statements and action—despite continued statemcegtsizing

that “other funds” are truly state funds, the media and the a¢gisl focus on general
funds to the extent that appropriations of “other funds” are oftemredf¢o as “off-

budget.”

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

1. appropriations of other funds get less scrutiny than appropriationsefaje
funds, despite the fact that many “other funds” are so indistinguestfiaoh
general funds that they have been referred to by names sugbeaslsdike
GF”, “funny money” and “flexible funds” and

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

As we worked with the Finance Committee Co-Chairs and OMB thweesenting the
budget in a more meaningful way, it became obvious that traditional ¢ode
categories—general, federal and other—were incapable of distimygiislegrees of
discretion within the “other funds” category. The “other funds” aatggncludes not
only

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

 numerous fund sources with an identified use—or, more accurately, a
suggested use (given constitutional prohibition of dedicated revenud)—tha
does not limit the legislature’s ability to appropriate the fufmsanother
purpose.

Once degree of discretion was identified as the key to improvirgemiaion of the
budget, the obvious solution was to create a fourth fund category. Addewg eategory
for designated general funds (the existing general fund catagofor unrestricted
general funds) will signal the legislature that fund sourads designated, or suggested,
uses are not outside the purview of the legislature.

Legislative Finance reviewed all fund codes, placing each inobnihe four fund
categories. Most, but not all, movement from one category to another was fraari tot
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designated general funds. Work is not complete; there may be sas®gnment of
codes and there will be additional work required in budget subcommifegshanges
will be discussed in future progress reports.

Fiscal Summary Impactn simple terms, recategorization will move about $750 million
from “other funds” to general fundsAlthough recategorization provides an opportunity
for people to make statements about budget growth, such statements lveoud
demonstration of ignorance.

One of the tasks associated with this project will be to edpestple regarding the fact
that recategorization—in fact, the entire budget clarificatiajept—does not affect the
level of spending, it just rolls up spending in a different weye htent is that the new
presentation results in better spending decisions and better understanding of ¢he budg

Open Issues
Resolved Issues

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

® In addition, the Permanent Fund Earnings Resengount is classified as general funds. Dividends an
inflation proofing will now show in one of the geaéfund categories. That change will have little
apparent impact because Permanent Fund appropsatitl continue to be shown in a separate portibn
the fiscal summary.
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Operating Budget

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

Budget comparisons across fiscal years are always diffithire- are so many adjustments
required to get an “apples-to-apples” comparison that a comgistession would push the
limits of the term “overview.” With that caveat, the Gowar’'s FY11 operating budget request
could be considered, for the most part, a status quo budget. The $4r8 dfilgeneral funds
requested for agency operations is $228.3 million (or 5.6%) overvthe Adjusted base. These
increases are primarily due to the following big tickemse(please see individual agency
narratives for details):

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

e $36.2 million to address Medicaid growth;

*  $42 million for increased fuel costs;

¢ $10 million in the Department of Law for in-state gas development and Bésicorr
litigation;

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

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

* $6.5 million in the Governor’s Office for In-State Natural Gas Pipelieeelbpment.

The agency discussions in this overview serve as angtqrbint for subcommittee discussion,
and subcommittee books provide more detailed information. Each soiiteenbook compares

the Governor’s request to two scenarios: FY10 Management Plameukt11l Adjusted Base.

The advantages and disadvantages of using each of the compamisodsscussed in the

paragraphs that follow. The table below highlights items inclutieoughout each stage of the
budget.

(GF Only) Change % Change
FY09 Conference Committee (GF Only) $4,079,986.9
FY09 Fiscal Notes 2,157.7
CarryForward 12,989.7
Special Appropriations (11,174.2)
Agency Transfers -
09 Contractual Salary Adjustments (1,475.7)
Misc Adjustments 12,8454
Vetoes (912.7)
FY10 Management Plan (GF only) $4,094,417.1 $14,430.2 0.4%
One-time Items removed (71,353.4)
Transfers between Agencies (nets zero statewide) -
FY10 Contractual Salary and Health Increases 23,651.1
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) 54,046,714.8 ($47,702.3) -1.2%
[FY10 Governor's GF Increments/Decrements/Fund Changes 228,280.1
FY10 Governor's Agency Request (GF only) $4,274,994.9] $228,280.1 5.6%

" Although operating budget reports include “Statiitems” (such as Debt Service, Fund Capitalinatio
and Retirement funding), budgets for ongoing agey®rations are what most people mean when they
refer to “the operating budget.” Because statevt@las are discussed in other places in @hisrview
these items have been excluded from the abovesiigocu
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FY10 Management Plan to the Governor’s request: $180.6 milliormhe Management Plan is
the most accurate picture of the previous year’s budget.dtpocates all appropriations that can
be spent in FY10, including reappropriations and carryforward frarti-year appropriations,
and reflects the latest estimates for open-ended language aatioogti Management Plan
excludes supplemental appropriations (because they have not gretedy but any FY11
supplemental appropriations that may occur are also excluded, sastimer distortion from this
source.

The Governor's FY11 budget, however, excludes reappropriations agtboasard from multi-
year appropriations—they do not occur until year end—so comparingYh® Management
Plan to the Governor's FY11 request tends to understate spendiivd Inrelative to FY10. The
amount carried forward to FY10 was about $13 million.

One-time items are a far larger source of distortion.eikample, $9 million of fuel costs show in
DOT&PF's Marine Vessel Operations management plan, but Yid Budget shows the fuel
trigger appropriation as a branch-wide appropriation, so the FY11 bisd§8.6 million (or 3
percent) below FY10 Management Plan. Distortion of this typéhés reason for making
comparisons from adjusted base. The base to Governor compaasenaccurately shows a
$1.5 million increase that is requested for more bandwidth for a new “Ship-to-Shistem.

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

* It removes one-time appropriations, reappropriations, and casffdrof multi-year
appropriations that were included in the FY10 Management Plan.

» ltincorporates the FY11 nondiscretionary increases that treldege may accept or
reject on a statewide basis. If the legislature rejéxeise nondiscretionary increases,
such as contractual salary increases, the costs of thesadas will have to be
absorbed by the agencies.

The FY11 Adjusted Base includes increases for the salary adjustbetoiy:

* Contractual Wage and Health Insurance Increases for Bargainig Units—
Negotiated agreements for covered employees for contractugl iselisases (which
vary by bargaining unit) and increased health insurance cost$2gld million
statewide ($16.8 million UGF, $6.9 million DGF, $2.2 million Feti&eceipts and
$0.8 million in Other State Funds).

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

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

Please see the agency narratives for details on significant insesshi agency’s budget.

In addition to summaries of agency budgets,@verviewcontains discussions of the language
sections, position changes and details of debt obligations.
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Legislative Fiscal Analyst's Overview of the Goven's FY2011 Request

Position Comparison

The Governor’'s FY11 operating budget request increases permalh¢inié (PFT) positions by
34 from the FY10 Management Plan. Departments also added 50 PFTg EMdi0 (to the
number authorized by the legislature) so the total increasetfie FY10 authorized level is 84.
Overall, the Governor's FY11 statewide budget contains 24,585posaions (full-time, part-
time, and temporary).

AS 39.25 (State Personnel Act) establishes the system of personnekgaitioni within the state
and describes the Governor's authority to create and appoint posititis the executive
branch. Positions (i.e. Position Control Numbers — PCNs) do not necessarily egbataumber
of actual employees. More than one person can fill a single PCN, and manyafGidsant.

Permanent Full-time Positions Only
FY10 Positions Additional TOTAL
A FY10 M t FY11 Added by Positions |Change from
gency Authorized ane;?emen Governor | Agenciesin | Requested FY10 to
an FY10 in FY11 Fy11

Administration 1,068 1,070 1,069 2 €8] 1
Commerce, Community and

Economic Development 525 529 528 4 1) 3
Corrections 1,510 1,510 1,509 - (1) 1)
Education and Early Development 332 332 334 - 2 2
Environmental Conservation 532 532 538 - 6 6
Fish and Game 910 910 912 - 2 2
Office of the Governor 155 156 156 1 - 1
Health and Social Services 3,457 3,474 3,469 17 (5) 12
Labor and Workforce Development 834 836 847 2 11 13
Law 552 553 555 1 2 3
Military and Veterans Affairs 283 296 295 13 (1) 12
Natural Resources 779 779 780 - 1 1
Public Safety 863 863 870 - 7 7
Revenue 866 866 869 - 3 3
Transportation and Public Facilities 3,202 3,207 3,190 5 17 (12)
University of Alaska 4,694 4,694 4,694 - - -
Alaska Court System 732 737 763 5 26 31
Legislature 246 246 246 - - -
TOTAL - ALL Agencies 21,540 21,590 21,624 50 34 84
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Legislative Fiscal Analyst's Overview of the Goven's FY2011 Request

Language Sections of the Governor’'s FY2011 OperatnBudget

Section Deleted; appeared in FY10 Operating Budget

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

Legislative Fiscal Analyst Commentin recent years the legislature has taken
steps to reduce the need for routine supplemental appropriationsnfeimé of this
section was to emphasize that supplemental operating appropriatierdgesigned
to be limited to needs that are truly unanticipated.

(b) It is the intent of the legislature that money appropriatath the general fund
be expended conservatively. If an appropriation includes the unexperdiedabligated
balance of program receipts collected in a prior fiscal ,y#ais the intent of the
legislature that the program receipts be expended, as dild®&éore the expenditure of
other money appropriated from the general fund. It is the intehedégislature that the
office of management and budget and the Department of Admirostrassist the
legislature in carrying out this intent.

Legislative Fiscal Analyst CommentThe legislature may wish to discuss the
impact of this section, in terms of both general fund savings and dotwpun
headaches. The legislature may wish to consider revising the languadjew a
limited amount of carryforward of program receipts in those programhich
carryforward acts as a cushion against fluctuations in receipts.

Section Deleted; appeared in FY10 Operating Budget

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

Legislative Fiscal Analyst Commen(This section was added by the legislature
several years ago in response to agency requests for supplemental agtjogri
to cover the costs of reclassification of selected job catbsst the legislature was
not informed of in advance. The section clarifies that the cosedaéssifying
positions is to be absorbed in an agency’s existing budget.

Section Deleted; appeared in FY09 Operating Budget

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

* Sec. 4. ALASKA AEROSPACE CORPORATION. Federal receipts and other corporate
receipts of the Alaska Aerospace Corporation received dunedigcal year ending June 30,

2011, that are in excess of the amount appropriated in sec. 1 ofcthégeAappropriated to the

Alaska Aerospace Corporation for operations during the fiscal year ehdieg30, 2011.
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Legislative Fiscal Analyst's Overview of the Goven's FY2011 Request

Legislative Fiscal Analyst CommenfThis section is intended to maximize the Alaska
Aerospace Corporation’s (AAC) ability to attract launch activity diminating all
questions regarding the corporation's ability to accept and spend receip timely
manner.

Funding: The estimated impact of this section is zero. Histosicalhe
appropriations to the corporation in section 1 have been sufficenavoid
application of this section.

* Sec. 5. ALASKA HOUSING FINANCE CORPORATION. (a) The board of directors of the
Alaska Housing Finance Corporation anticipates that $42,549,257 ofljirgteal net income
from the second preceding fiscal year will be availablésical year 2011 for payment of debt
service, appropriation in this Act, appropriation for capital gutsj, and transfer to the Alaska
debt retirement fund (AS 37.15.011(a)).

Subsection aspecifies the amount of corporate receipts that will be madkallesio the
state as an FY11 dividend payment but does not appropriate the dividend.

Legislative Fiscal Analyst Commenthe statutory dividend is the lesser of $103 million
or 75% of the corporation’s net income in the most recently et fiscal year
(AS.56.089(c)).

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

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

(2) $2,592,558 for debt service on the bonds authorized under ch. 1, SSSLA 2002;

(3) $2,548,195 for debt service on the bonds authorized under sec. 4, ch. A20, SL
2004.

Subsection bmakes no appropriation; it informs the legislature that ksladousing
Finance Corporation (AHFC) will retain $6,140,800 of the dividend jod&bt service
on various AFHC-financed capital projects authorized by legitlatures. This leaves a
net dividend of $36,408,500 ($26.1 million less than in FY10) for the legislatsmend
as it wishes.

Legislative Fiscal Analyst CommentAHFC retains the amount required to make debt
service payments on state-requested corporate debt in order to avoid inighest rates
that bonds with debt service subject to appropriation might command.

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

Subsection dnforms the legislature that, after the amounts retainedhisestion b, the
remaining amount of the AHFC Dividend is available for other purposes.

Legislative Fiscal Analyst CommentAlthough corporate dividends are traditionally
reserved for use in the capital budget, there is no requirementhisamust occur—the
legislature can appropriate corporate dividends for any purpose.

Legislative Fiscal Analyst RecommendatioBection ¢ should state that the
$36.4 million is available for “other purposes” tager than limiting
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permissible appropriations to capital projects. litimy use of the dividen
to capital projects conflicts with section d, whintentions other uses for
dividends.

(d) After deductions for the items set out in (b) of théction and deductions for
appropriations for operating and capital purposes are madegmayning balance of the amount
set out in (a) of this section for the fiscal year endingeJ30, 2011, is appropriated to the Alaska
debt retirement fund (AS 37.15.011(a)).

Subsection dappropriates the “unused” portion of the dividend to the Alaskht D
Retirement Fund (ADRF).

Legislative Fiscal Analyst Commen#ppropriating any unused portion of the dividend
to the ADRF was common in recent years. Because the Govebilbitscorporates a
legislative request to fund debt service directly, the esfez to the ADRF is
unnecessary.

Legislative Fiscal Analyst RecommendatiorAppropriate the “unused’
balance of dividends to the Alaska Capital Incommd- (AS 37.05.565).
This will ensure that all dividends are appropridt&vhile furthering the
tradition of making corporate dividends availabte €apital projects.

(e) All unrestricted mortgage loan interest payments, gagdg loan commitment fees,
and other unrestricted receipts received by or accrued to thieeAtkesising Finance Corporation
during fiscal year 2011 and all income earned on assets of ih@r&on during that period are
appropriated to the Alaska Housing Finance Corporation to hold psrate receipts for the
purposes described in AS 18.55 and AS 18.56. The corporation shall altscataporate
receipts between the Alaska housing finance revolving fund1@56.082) and senior housing
revolving fund (AS 18.56.710(a)) in accordance with procedures atidptethe board of
directors.

Subsection eappropriates certain FY11 receipts of AHFC to the corpmratnd permits
the corporation to allocate those receipts to the AHFC revolearg fund and the senior
housing revolving fund.

Funding: The corporate receipts used for purposes other than operattagioasot
appear in the bill summary or in Legislative Finance rep@tsporate operating
costs are appropriated in section 1.

() The sum of $800,000,000 is appropriated from the corporate eegiptopriated to
the Alaska Housing Finance Corporation and allocated betweeAlds&a housing finance
revolving fund (AS 18.56.082) and senior housing revolving fund (AS 18.56)7 Lo@er (e) of
this section to the Alaska Housing Finance Corporation foriskalfyear ending June 30, 2011,
for housing loan programs not subsidized by the corporation.

(g) The sum of $30,000,000 is appropriated from the portion of the carpeipts
appropriated to the Alaska Housing Finance Corporation and aliotetsveen the Alaska
housing finance revolving fund (AS 18.56.082) and senior housing revolving (asd
18.56.710(a)) under (e) of this section that is derived from agbitemarnings to the Alaska
Housing Finance Corporation for the fiscal year ending June 30, 20Xgusing loan programs
and projects subsidized by the corporation.

Subsections f and gappropriate bond proceeds and arbitrage earnings to the various
housing programs.
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Legislative Fiscal Analyst CommenfThe entire AHFC section was removed from the
FY10 operating bill based upon a comment/recommendation that Legidrtiarce
found the section redundant. Legislative Finance later determiretdptrts of the
section were informative, even if unnecessary, and asked OMB to réstoréntFY11.

Legislative Fiscal Analyst RecommendatioBecause AHFC has statutary
authority to issue bonds and transfer arbitrage reags to their loar
programs, subsections (f) and (g) are neither infative nor necessary and
can be removed.

(h) The sum of $36,000,000 is appropriated from federal receipi® tAlaska Housing
Finance Corporation for housing assistance payments under the Septiogram for the fiscal
year ending June 30, 2011.

Subsection happropriates federal receipts received by the corpordtiorSection 8
housing assistance payments.

Legislative Fiscal Analyst Recommendatiorifthese "pass throug!
amounts have been excluded frawegislative Finance reports on t
operating bill. That treatment may be incorrectdaihe legislature ms
wish to discuss recording the appropriation in betigeports

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

Subsection aappropriates funds from the earnings reserve account toviderdi fund
for payment of dividends and administrative and associated &zstsings in FY11 (as
calculated on the last day of the fiscal year) will bedu® pay PFDs in October of 2011
and to pay administrative and associated costs throughout FY11.

Funding: The projected amount of dividend transfer for FY11 is $637 million,
including administrative and associated costs. Administratigeassociated costs for
FY11 are reflected in section 1 of the budget. They include thteof@perating the
PFD Division, hold-harmless provisions that affect peopleeseby the Department
of Health & Saocial Services and "cost recovery" programs in various depds.

(b) After money is transferred to the dividend fund under (aisfdection, the amount
calculated under AS 37.13.145(c) to offset the effect of inflationthe principal of the Alaska
permanent fund during fiscal year 2011 is appropriated from thengarreserve account (AS
37.13.145(a)) to the principal of the Alaska permanent fund.

Subsection bis an "inflation proofing" provision, which transfers money frohe
Earnings Reserve Account to principal.

Funding: The projected amount of inflation proofing for FY11 is $886 million.

(c) The amount required to be deposited under AS 37.13.010(a)(12)adhari6g fiscal
year 2011 is appropriated to the principal of the Alaska permduedtin satisfaction of that
requirement.
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Subsection cappropriates 25% of mineral lease rentals, royalties, yogales, etc. to
the principal of the Permanent Fund as required by constitution otestat

Funding: These deposits to the Permanent Fund do not appear in the bill summmary o

in Legislative Finance reports because the deposits aditatinnally dedicated
rather than appropriated. The Permanent Fund projects thatteddiegposits will be
$673 million during FY11.

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

Subsection ainforms the legislature that the anticipated annual Alasidustrial
Development and Export Authority (AIDEA) corporate dividend to theestatl be
$23.4 million (the FY10 dividend was $22.72 million). By statute (AS 80&8) the
dividend made available should not be less than 25 percent antbrethan 50 percent
of the base year statutory net income. This year’s dividend is near theumaxsivailable
by law.

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

Subsection bappropriates the “unused” portion of the dividend to the Alas&hat D
Retirement Fund.

Legislative Fiscal Analyst Commen#ppropriating any unused portion of the dividend
to the ADRF was common in recent years. Because the Govebilbifscorporates a
legislative request to fund debt service directly, the esfez to the ADRF is
unnecessary.

Legislative Fiscal Analyst RecommendatiorAppropriate the “unused’
balance of dividends to the Alaska Capital Incomed- (AS 37.05.565).
This will ensure that all dividends are appropridtevhile furthering the
tradition of making corporate dividends availabte €apital projects.

* Sec. 8. DEPARTMENT OF ADMINISTRATION. The amount necessary to fund the uses of

the state insurance catastrophe reserve account descrid®Bin05.289(a) is appropriated from
that account to the Department of Administration for those uses duringdaleyesir ending June
30, 2011.

Section 8references the statute that allows up to $5 million to be sfr@mpt lapsing
general fund appropriations for the catastrophe reserve accowagprbpriates funds
from the catastrophe reserve account to the Department of Athaiiiois to obtain
insurance, establish reserves for the self-insurance progmanio satisfy claims or
judgments arising under the program.

Legislative Fiscal Analyst CommentThis section re-emphasizes the state's authority to

expend funds from the state insurance catastrophe reserve accounibetbsn AS
37.05.289(a). The language may not be necessary, but it does no harm.

The catastrophe reserve account sweeps lapsing general fund appropréatiaraly to
maintain a balance not to exceed $5 million. If these funds weravzable, two
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opportunities would remain for meeting catastrophic situations: 1) soppital
appropriations by the legislature; and 2) judgment legislation. Delaysdbald occur
with legislative remedies would cause difficulty in situatidmst require immediate
action.

Funding: This provision has no FY11 fiscal impact; it allows money ap mtgut
elsewhere to be transferred and spent but does not increas@potgiretions.

* Sec. 9. DEPARTMENT OF COMMERCE, COMMUNITY, AND ECONOMIC
DEVELOPMENT. (a) The unexpended and unobligated balance of federal money apportioned
to the state as national forest income that the Department om@a®, Community, and
Economic Development determines would lapse into the unrestrictednpof the general fund

June 30, 2011, under AS 41.15.180(j) is appropriated as follows:

1. up to $170,000 is appropriated to the Department of TransportattiPablic
Facilities, commissioner's office, for road maintenance & timorganized
borough, for the fiscal year ending June 30, 2011;

2. the balance remaining after the appropriation made by (1) otiusection is
appropriated to home rule cities, first class cities, secoadsctities, a
municipality organized under federal law, or regional educatiatt@ndance
areas entitled to payment from the national forest incomehirfiscal year
ending June 30, 2011, to be allocated among the recipients of hdtoest
income according to their pro rata share of the total andistitbuted under AS
41.15.180(c) and (d) for the fiscal year ending June 30, 2011.

Subsection lappropriates $170,000 of National Forest Receipts to DOT&PF for road
maintenance in the unorganized borough.

Subsection 2 appropriates any remaining balance to be paid as grants & loc
governments in the unorganized borough.

Legislative Fiscal Analyst Commentlational Forest receipts consist of national forest
income received by DCCED for the portion of national fordstated within the
unorganized borough. By law, 75 percent of the income is allocated to public schools and
25 percent for maintenance of public roads in the unorganized borough.

AS 41.15.180(j) states that the amount in the national forest receiptsemaining at

the end of the fiscal year lapses into the general fund and shaduefar school and

road maintenance in the affected areas of the unorganized borough for dirgch
distribution has not been made. The amount appropriated in subsection 1 ($170.0) has
not changed for several years .

Subsection 2 appears to change the intended purpose of lapsing receiges. A5
41.15.180(j) lapsing money must be spent in areas that do not receive unoieeyAS
41.15.180(c) and (d). Subsection 2 takes money that would otherwise beinspent
unorganized areas and appropriates it to local governments.

(b) An amount equal to the salmon enhancement tax collected under AS 43.76.010 -
43.76.028 in calendar year 2009 and deposited in the general fund under AS 43.76s025(c) i
appropriated from the general fund to the Department of CommesoemGnity, and Economic
Development for payment in fiscal year 2011 to qualified regicssd@ations operating within a
region designated under AS 16.10.375.

Funding: These "pass through" amounts are excluded from Legislativenée
reports on the operating bill.

Page 25




Legislative Fiscal Analyst's Overview of the Goven's FY2011 Request

(c) An amount equal to the seafood development tax collected uildi3A6.350 -
43.76.399 in calendar year 2009 and deposited in the general fund under AS 43.76s380(d)
appropriated from the general fund to the Department of CommesoanGnity, and Economic
Development for payment in fiscal year 2011 to qualified regioealffoed development
associations.

Funding: These "pass through" amounts are excluded from Legislativenée
reports on the operating bill.

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

Subsection dappropriates seven percent of the Power Cost Equalization Bretuvio
Alaska Energy Authority (AEA) for the Power Cost EqualizaiP@E) program. As in
the past, this is the maximum withdrawal that can occur undestahgory formula (AS
42.45.070-.085). The amount is an increase of $2,780,900 over FY10.

(e) If the amount appropriated in (d) of this sectionds sufficient to pay power cost
equalization program costs without proration, the amount necessapaytopower cost
equalization program costs without proration, estimated to be $12,626,4p@ropriated from
the general fund to the Department of Commerce, Community, and Ecobawatopment,
Alaska Energy Authority, power cost equalization allocationtHerfiscal year ending June 30,
2011.

Subsection €s an open-ended general fund appropriation to AEA for the PCE progra
Combined with the appropriation in subsection d, this appropriationprolide the
amount required to fund the statutory formula for the PCE program.

Funding: The estimated impact of this section is $12,626,400—which is $4,140,900
less than the estimated UGF appropriation in FY10. The UGF reductioe i® two
factors:

« the amount available from the PCE Endowment increased by $2.78 million; and

» AEA revised its expenditure projections downward by $1.34 million @ue
projected reductions in cost of fuel, number of eligible grantess, ppwer
consumption.

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

Subsection fis intended to ensure that all federal funding receivedtterNational
Forest Receipts program is expeditiously disbursed to communities.

1%

Legislative Fiscal Analyst RecommendationTo improve clarity, the
legislature may want to place this subsection urgidssection 9(a), where
other National Forest Receipts appropriations occur

Funding: The estimated impact of this section is zero. The $17.1 omilli
appropriated in section 1 for this program should be sufficient.
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(g) If the amount necessary to make payment in lieu of taxes payments undéribaA
exceeds the amount appropriated in sec. 1 of this Act, the amoussasc® make payment in
lieu of taxes payments is appropriated from federal recegutsived for that purpose to the
Department of Commerce, Community, and Economic Development, revieatiegs payment
in lieu of taxes allocation, for the fiscal year ending June 30, 2011.

Subsection gis intended to ensure that PILT payments are expeditiouslyrdesbtio
communities. Payments in Lieu of Taxes (PILT) are fedgrayments to local
governments that help offset losses in property taxes due taxabiefederal lands
within their boundaries.

Funding: The estimated impact of this section is zero. The $10.1 omilli
appropriated in section 1 for this program should be sufficient.

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

Section 10appropriates funding for the FY11 settlement costs of auiafied by four

Alaska Native tribes. The Curyung, Ekwok, Kwinhagak, and Ghévises alleged that
the state violated the federal Indian Child Welfare Act (KOWvhen it (1) failed to
notify the tribe when it took custody of a young tribal member; @ydailed to meet
placement preferences under ICWA,; and (3) failed to provide progetiraely notice of
placement changes for children (who are tribal members)vtbet taken from their
parents due to abuse or neglect.

Legislative Fiscal Analyst CommenA settlement has been reached between the tribal
organizations and the state. The settlement mandates thatthepay $1.2 million in
FY10-FY12. An FYO09 supplemental appropriation of $1.3 million GF to the Degpatrt

of Law paid the FY10 settlement amount. The legislature can alsot expequest of
$1.2 million GF from the Department of Health and Social Services iRYA@ budget

for the final settlement amount. Procedural changes within OCS, relating to thertgandli
of tribal children, were among other agreed upon issues.

* Sec. 11. DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT. (a) If the
amount necessary to pay benefit payments from the fishermen'éA8ri2B.35.060) exceeds the
amounts appropriated in sec. 1 of this Act, the additional amountsary to pay those benefit
payments is appropriated from that fund to the Department diorLaand Workforce
Development, fishermen's fund allocation, for the fiscal year ending June 30, 2011

This section allows benefit payments to exceed the amount appedpiasection 1,
ensuring that expenditure authorization will be sufficient to pay benefjtsred by law.

Funding: The estimated impact of this section is zero.

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

This section allows benefit payments to exceed the amount appedpimasection 1,
ensuring that expenditure authorization will be sufficient to pay benefjtsred by law.

Funding: The estimated impact of this section is zero.
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(c) If the amount necessary to pay benefit payments from thieergbicompensation
benefits guaranty fund (AS 23.30.082) exceeds the amount appropriatedliroéus Act, the
additional amount necessary to pay those benefit payments is agigprom that fund to the
Department of Labor and Workforce Development, workers' compenshtnefits guaranty
fund allocation, for the fiscal year ending June 30, 2011.

This section allows benefit payments to exceed the amount appedpiasection 1,
ensuring that expenditure authorization will be sufficient to pay benefjtsred by law.

Funding: The estimated impact of this section is zero.

(d) If the amount of designated program receipts received &®1d3.20.014(a)(3) and
deposited in the vocational education account (AS 37.10.200) duringdlkyisar ending June
30, 2011, exceeds the amount appropriated in sec. 1 of this Act for @aigescribed in AS
37.10.200, the additional designated program receipts are appropriateel Bepartment of
Labor and Workforce Development, Alaska Vocational Technical e€easka Vocational
Technical Center allocation, for the fiscal year ending June 30, 2011.

Legislative Fiscal Analyst CommenAS 43.20.014(a)(3) reads:

Income tax education credit.(a) A taxpayer is allowed a credit against the tax
due under this chapter for cash contributions accepted...(3)shgtexoperated
vocational technical education and training school.

There are six problems with the Governor’s language:

* The contributions are not program receipts as the Department of Revsiines
them;

e contributions under AS 43.20.014 do not go into the vocational education account,
they go directly to a school;

» the recipient of the contributions (AVTEC) is not nhamed;

» receipts should not be limited to the purposes of the vocationah#alu@ccount,
which appears to be unrelated to these tax credits;

» the tax credits apply to several types of taxes; and

» the money could lapse if its use is limited to FY11.

Legislative Fiscal Analyst RecommendatiorSubsection d should be
modified to resolve these problems:

If the amount of contributions received by the Alaska Vocatid@eahnical Center under
AS 43.20.014(a)(3), AS 21.89.070, AS 21.89.075, AS 43.20.014, AS 43.55.019, AS
43.56.018, AS 43.65.018, AS 43.75.018, and AS 43.77.045 during the fiscal year |ending
June 30, 2011, exceeds the amount appropriated in sec. 1 ofcthithé additiona
contributions are appropriated to the Department of Labor and Workimeelopment
Alaska Vocational Technical Center, Alaska Vocationathihgcal Center allocation.
(Add non-lapse provision to section 31.)

* Sec. 12. DEPARTMENT OF MILITARY AND VETERANS' AFFAIRS . Five percent of
the market value of the average ending balances in the aAlaskrans' memorial endowment
fund (AS 37.14.700) for the fiscal years ending June 30, 2008, June 30, 200@narg0, 2010,
is appropriated from the Alaska veterans' memorial endowment tlurile Department of
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Military and Veterans' Affairs for the purposes specified\# 37.14.730(b) for the fiscal year
ending June 30, 2011.

Funding: Endowment payout is expected to be about $12,800. Proceeds may be used
for maintenance, repair and construction of monuments to the military.

* Sec. 13. DEPARTMENT OF NATURAL RESOURCES.(a) Federal receipts received for
fire suppression during the fiscal year ending June 30, 2011, ax@pepfed to the Department
of Natural Resources for fire suppression activities for thalfigar ending June 30, 2011.

Subsection aappropriates an open-ended amount of federal receipts receivedefor f
suppression to the Department of Natural Resources.

Funding: A $2 million federal receipts estimate for fire suppi@sas been used
for several years.

NEW SUBSECTION:

(b) The sum of $1,000,000 is appropriated from federal receigtset®epartment of
Natural Resources, RS 2477/Navigability Assertions and LitigaBupport allocation, for the
United States Department of the Interior, Bureau of Land WbEmant navigable water
identification project, for the fiscal years ending June 30, 2011, and June 30, 2012.

Subsection bwill provide two-year authorization for receipt of fedegaént funds (no
match is required) to produce navigability reports of watessteel waterbodies in
Alaska for the Department of the Interior, Bureau of Land Mamagé (BLM).
According to the Department, the reports will provide information eissémtpublic land
managers, and can also be used to support state applicatioreddoal fRecordable
Disclaimer's of Interest (RDIs), which recognize state oslhip of lands beneath waters
that were navigable at the time of statehood. The funds ayllfpr research services
provided by the State Historical Preservation Office and tlhsk& Department of Fish
and Game, through reimbursable services agreements withwisegobiof Mining, Land
and Water.

Legislative Fiscal Analyst CommentAlthough the Department does not currently
anticipate requesting UGF to replace federal funding, future dedsiegarding funding
continued research to support the RDIs will be necessary if ttedefunds do not
continue.

Funding: According to the Department, up to $1 million may be avail&idwo
years (ending 6/30/12).

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

Subsection a appropriates $1.4 million in general funds for drug and alcohol
enforcement efforts.

(b) If the amount of federal receipts received by the Department of Publtg 8afe the
justice assistance grant program during the fiscal yeangddine 30, 2011, for drug and alcohol
enforcement efforts exceeds $1,289,100, the appropriation in (af afetttion is reduced by the
amount by which the federal receipts exceed $1,289,100.

Subsection bis contingency language that requires a dollar-for-dollar temuof the
previous subsection's general fund appropriation if DPS receives$av@ million in
federal grants for drug and alcohol enforcement efforts.
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Legislative Fiscal Analyst CommentThe FY10 operating budget included similar
language. DPS received $1,476,855 of federal funds in FY10 for this purpcsdtinge
in a reduction of $187,775 of general funds in the FY10 budget.

Funding: Because the amount of federal funds for FY11 is unknown, Legeslati
Finance is estimating the cost of the section to be the full @illién in general
funds.

(c) The sum of $1,270,000 is appropriated from the general fund to thetbepaof
Public Safety, division of Alaska state troopers, special gimjdor rural alcohol interdiction
efforts for the fiscal year ending June 30, 2011.

Subsection cappropriates $1.3 million in general funds for rural alcohol int&oti
efforts.

(d) If federal receipts are received by the DepartmerPudiflic Safety for the rural
alcohol interdiction program during the fiscal year ending Jun@@L, the appropriation in (c)
of this section is reduced by the amount of the federal receipts.

Subsection dis contingency language that requires a dollar-for-dollar temuof the
previous subsection's general funds.

Legislative Fiscal Analyst CommentThe FY10 operating budget included similar
language. DPS received $200,000 of federal funds for this purposesgsuali@n equal
reduction of general funds.

Funding: Because the amount of federal funds for FY11 is unknown, Legeslati
Finance is estimating the cost of the section to be the full ®ill®n in general
funds.

* Sec. 15. DEPARTMENT OF REVENUE. (a) The minimum amount of program receipts
received for the fiscal year ending June 30, 2011, by the alyildost services agency that is
required to secure the federal funding appropriated from thosgram receipts for the child

support enforcement program in sec. 1 of this Act is appropriatie tDepartment of Revenue,

child support services agency, for the fiscal year ending June 30, 2011.

Subsection apermits an unspecified amount of program receipts collectedeb¢hild
Support Services Division (CSSD) to be spent to capture theafedeeipts appropriated
in section 1.

Legislative Fiscal Analyst Commentifhis section may be no longer relevant. In prior
years, it was utilized as a mechanism to ensure required matéhderal receipts. The
last few years, however, have seen a decline in Temporaryafssisor Needy Families
(TANF) cases, which has resulted in a significant decline in pecéd the agency. The
receipts were backfilled in FY10 with American Recovery aidvestment Act of 2009
(ARRA) stimulus dollars and general funds. When the ARRA fundingse)gereral
funds will likely be needed as replacement.

Funding: The estimated impact of this section is zero.

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

Subsection bappropriates (to CSSD) receipts collected to recover the obglaternity
testing.
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Funding: The Department estimates that paternity testing will geees46,000 in
program receipts.

* Sec. 16. OFFICE OF THE GOVERNOR.(a) If the 2011 fiscal year-to-date average price of
Alaska North Slope crude oil exceeds $35 a barrel on August 1, 2010, tumtani money
corresponding to the 2011 fiscal year-to-date average price, roundleel nearest dollar, as set
out in the table in (c) of this section is appropriated from general fund to the office of the
governor for distribution to state agencies to offset increasédrideutility costs.

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

(c) The following table shall be used in determining the amoutiteoppropriations in
(a) and (b) of this section:

2011 FISCAL
YEAR-TO-DATE
AVERAGE PRICE

OF ALASKA NORTH

SLOPE CRUDE OIL AMOUNT
$90 or more $27,500,000
89 27,000,000
88 26,500,000
87 26,000,000
86 25,500,000
85 25,000,000
84 24,500,000
83 24,000,000
82 23,500,000
81 23,000,000
80 22,500,000
79 22,000,000
78 21,500,000
77 21,000,000
76 20,500,000
75 20,000,000
74 19,500,000
73 19,000,000
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72 18,500,000
71 18,000,000
70 17,500,000
69 17,000,000
68 16,500,000
67 16,000,000
66 15,500,000
65 15,000,000
64 14,500,000
63 14,000,000
62 13,500,000
61 13,000,000
60 12,500,000
59 12,000,000
58 11,500,000
57 11,000,000
56 10,500,000
55 10,000,000
54 9,500,000
53 9,000,000
52 8,500,000
51 8,000,000
50 7,500,000
49 7,000,000
48 6,500,000
47 6,000,000
46 5,500,000
45 5,000,000
44 4,500,000
43 4,000,000
42 3,500,000
41 3,000,000
40 2,500,000
39 2,000,000
38 1,500,000
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37 1,000,000
36 500,000
35 0

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

(e) The governor shall allocate amounts appropriated in (a) anof ¢his section as
follows:

(1) to the Department of Transportation and Public Faciliti®gescent of the total
plus or minus 10 percent;

(2) to the University of Alaska, eight percent of the total plus or mhmee tpercent;

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

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

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

Subsections a and bappropriate up to $55 million - depending on the year-to-date
average price of crude oil: up to $27.5 million on August 1, 2010$2@cd million on
December 1, 2010. This funding is to be distributed to agenciessket aitreased fuel
and utility costs.

Subsection cindicates, based on the price of oil, how much funding is appragriate
subsection a.

Subsection dstates legislative intent that the funding is to offsetl fand utility cost
increases.

Subsection gorovides guidelines for allocating the money among agencies.

Funding: OMB included a $42 million appropriation for fuel in its budget
transmittal, which corresponds to the forecast oil price of $77/bbl.

Legislative Fiscal Analyst CommentSimilar trigger mechanisms in recent operating
bills appear to have functioned as designed—providing funding for fuiblowti
permitting high fuel costs to become part of the base budget—andgitlatiee may
wish to continue the concept.

Legislative Fiscal Analyst RecommendatioAlthough the trigger concept
has worked as designed, it may be time to recogtmae the chart is
outdated. The legislature may want to cut the talffeat $60/bbl, add $2
million to base budgets of Departments, and redilee trigger amount:
accordingly.

1228 © ] B

NEW SUBSECTION:

(f) The sum of $6,500,000 is appropriated from receipts of the Aldekaing Capital
Corporation created under AS 18.56.086 to the office of the governdrefatevelopment of an
in-state natural gas pipeline.
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Subsection fappropriates funds to continue work related to the developmentiof an
state natural gas pipeline. The increment addresses severalsgprojec

* $2.25 million for completion of the pipeline right-of-way permitting effort;

* $500.0 for completion of the cost-of-service cost estimate for éimel slone pipeline
project;

* $3.5 million to gather detailed engineering data which will becdraebasis for the
future detailed engineering design of the project; and

* $250.0 for preparation for the sale of the in-state pipeling sssefuture pipeline
company.

Legislative Fiscal Analyst Comment:Arguably, these requests might be more
appropriately placed in the Department of Natural Resources. Howmwaring them
from the Governor’s Office is unlikely to change what is done or the costf itloi

The money appropriated in subsection f is from the Alaska Housing Capitadration,
which is a subsidiary of the Alaska Housing Finance Corporation aleat&YO07 solely
to hold a $300 million deposit of general funds. To those who beéheveoney was set
aside to pay for development of a gasline, the fund source will ajppgiaal. Others
may object to the fund source on the grounds that the money wasdses@estifically to
fund future capital projects, with no mention of gasline developméiet. operating
appropriations in subsection (f) violate the stated purpose of tlyial appropriation,
which is limited to capital projects. Regardless of where rtt@ney appears in the
budget, the total of $177 million the Governor proposes to spend frorfutisisnust be
classified as withdrawals from savings. Without this use ohgaythe Governor's FY11
budget would produce a deficit of about $125 million.

Legislative Fiscal Analyst RecommendatioBubsection (f) might be better
placed in section 19, with other appropriations f@sline development.

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

Funding: The University expects to receive about $2,000 under this section.

* Sec. 18. BOND CLAIMS. The amount received in settlement of a claim against a bond
guaranteeing the reclamation of state, federal, or prigat including the plugging or repair of

a well, is appropriated to the agency secured by the bond for ¢heyiesar ending June 30, 2011,
for the purpose of reclaiming the state, federal, or prikzate affected by a use covered by the
bond.

This section is standard language that appropriates claimisisagoonds for land
reclamation to the agencies that will direct the reclamation.

Funding: The Department of Natural Resources estimates the imp#usafection

to be $50,000: $25,000 for reclamation of land use permits & leas¢atenands in

the Claims, Permits and Leases allocation; and $25,000 formeaoten bonds

associated with timber sales on state lands in the Foresigdment & Development
allocation.
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* Sec. 19. GAS PIPELINE DEVELOPMENT. The following amounts are appropriated to the
named department and components from receipts of the Alaska Houmpitgl Corporation
created under AS 18.56.086 in the amounts stated for work associ#ttedew¢lopment of a
natural gas pipeline for the fiscal year ending June 30, 2011

APPROPRIATION

DEPARTMENT AND COMPONENT AMOUNT

(1) Administration

Alaska Oil and Gas Conservation Commission 1,150,900
(2) Law

Qil, gas, and mining 2,500,000
(3) Natural Resources

Gas pipeline implementation 4,217,500
(4) Revenue

Tax Division 1,100,000

Natural gas commercialization 1,550,000

Legislative Fiscal Analyst Commentn FYQ9, the legislature consolidated oil and gas
development funding requests in the Office of the Governor, wébtidn to distribute
the one-time funding of $7.3 million GF to the Departments of Labor andéfyvios
Development, Natural Resources, Law, and Revenue as needed fassackated with
the Natural Gas Pipeline. Consolidation was intended to incréaxiility while easing
the process of tracking statewide gasline appropriations. Althoughdker@or's Office
distributed money at the beginning of the fiscal year (rather thaanoas-needed basis
as the legislature intended), the wisdom of a consolidated appropriatiag
demonstrated when the Department of Law transferred $550.0 to the Deptrbi
Revenue.

D

Legislative Fiscal Analyst Recommendation:Consolidate gaslin
appropriations (including those in section 16()Make a single
appropriation to the Office of the Governor, withettion to distribute the
money to the Departments/allocations and for thgpgses listed. Include
the estimated allocations to various Departmentseigmation.

14

* Sec. 20. FEDERAL AND OTHER PROGRAM RECEIPTS. (a) Federal receipts, designated
program receipts as defined in AS 37.05.146(b)(3), information serfiund program receipts as
described in AS 44.21.045(b), Exxon Valdez oil spill trust receiptcritbesl in AS
37.05.146(b)(4), receipts of the Alaska Housing Finance Corporatieceipts of the Alaska
marine highway system fund described in AS 19.65.060(a), receifite afniversity of Alaska
as described in AS 37.05.146(b)(2), and receipts of the Alas&eSFRandards Council described
in AS 37.05.146(b)(5) that are received during the fiscal yeangntine 30, 2011, and that
exceed the amounts appropriated by this Act, are appropriatediaoedibn compliance with
the program review provisions of AS 37.07.080(h).

(b) If federal or other program receipts as defined in 3¥05.146 and in AS
44.21.045(b) that are received during the fiscal year ending June 30,eX0&&d the amounts
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appropriated by this Act, the appropriations from state fundshfoaffected program shall be
reduced by the excess if the reductions are consistent with appliedetalfstatutes.

(c) If federal or other program receipts as defined in ASS53%4® and in AS
44.21.045(b) that are received during the fiscal year ending June 30,f20lshort of the
amounts appropriated by this Act, the affected appropriationdisceel by the amount of the
shortfall in receipts.

Subsection a provides open-ended appropriations of the types of receipts listed.
Although the appropriations are conditioned on review by the lagigis Budget and
Audit Committee, the Governor can increase authorization for listed fund souticestw

the approval of the Committee.

Subsection bis standard language that permits state authorization tedeced if
unanticipated money is received for projects funded by generdsf There is no formal
process for tracking potential reductions.

Subsection cis standard language that automatically limits authdozaif federal and
other receipts to the amount actually received.

Funding: Although requests for approval to spend additional receipts Imibst
certainly be received, there is no way to determine wheratheases will be, how
much they will be, or what fund sources would be appropriate. Legiskginance
reports place no dollar value on appropriations made in this section.

* Sec. 21. FUND TRANSFERS. (ayhe federal funds received by the state under 42 U.S.C.
6506a(l) or former 42 U.S.C. 6508 not appropriated for grants under 74%.8330(d) are
appropriated as follows:

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

(2) to the principal of the Alaska permanent fund (art. IX, sec. 15, Coistitftthe
State of Alaska), the public school trust fund (AS 37.14.110(a)), @pover cost equalization
and rural electric capitalization fund (AS 42.45.100(a)), according to AS 37.05.830(g)(

Subsection aappropriates the lapsing balance of NPR-A grants (per AS 33@S)).
No lapsing balance is anticipated.

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

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

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

(2) range fees collected at shooting ranges operated by thetBepiaof Fish and
Game (AS 16.05.050(a)(15));

(3) fees collected at boating and angling access sites described in AS 16.0&D50(a)
and managed by the Department of Natural Resources, divisionksfaat outdoor recreation,
under a cooperative agreement;

(4) receipts from the sale of waterfowl conservatiamsgt limited edition prints (AS
16.05.826(a));

(5) fees collected for sanctuary access permits (AS 16.05.050(a)(15)).
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Subsection bappropriates revenue generated by the named licenses aridtdetdse

Fish and Game Fund. Appropriations from this revenue source uggsthand Game
Nondedicated Receipts fund code (1194) to differentiate thesepajgions (which are
essentially GF/PR appropriations) from the dedicated portion of the fkisBame Fund.

Legislative Fiscal Analyst CommenBeginning in FY11, use of the listed receipts by the
Department will appear as designated general fund (DGF) expenditDesositing
these receipts into the F&G Fund in past budgets occurred becausectipts then
appeared as “other funds” when they were spent. Now that thisnfginvdil be counted

as DGF expenditures, it may be time to appropriate the fundingtlgirecallocations
that use the funding.

Legislative Fiscal Analyst Recommendatioonsider deleting subsection
(b) and appropriating the receipts directly (as ®Fdgram Receipts) to the
allocations that use the funding.

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

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

(1) the balance of the oil and hazardous substance releasmtme mitigation
account (AS 46.08.020(b)) in the general fund on July 1, 2010, not otheppisgaated by this
Act;

(2) the amount collected for the fiscal year ending June 30, 20ifaesl to be
$8,300,000 from the surcharge levied under AS 43.55.300.

Subsection cis standard language appropriating (to the Oil and HazardousaScobs
Release Prevention Account) the balance of the ReleasenBoevMitigation Account

and the FY10 collections from the 4 cent per barrel surcharge on oil produced inghe stat
Amendments effective April 1, 2006 changed the per barrel surclfiemge$0.03 to
$0.04.

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

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

(2) the amount collected for the fiscal year ending June 30, #0h®the surcharge
levied under AS 43.55.201.

Subsection dis standard language appropriating (to the Oil and Hazarddusta®oe
Release Response Account) the balance of the Release Radjitayetéon Account and
the FY10 collections from the $0.01 cent per barrel surchargel @ramiuced in the
state. Amendments effective April 1, 2006 changed the per Isanetiarge from $0.02
to $0.01.

Legislative Fiscal Analyst CommentBased on the current balance and annual
collections of $2.3 million from the one cent surcharge, the surcharge may beiriceffe
a few more years.
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Funding: Based on a five-year average, the projected balance ofeponse
mitigation account that will be transferred under this sect®rapproximately
$600,000. The surcharge collected under paragraph (2) became effelctn the
balance of the Response Account dropped below $50 million. The drdg in t
balance is due to a Department of Law request for $8.8 millionvéstigate two oil
spills which occurred in 2006 from transit pipelines operated bynBRudhoe Bay
oil field.

(e) The portions of the fees listed in this subsection tlatealtected during the fiscal
year ending June 30, 2011, are appropriated to the Alaska children's 8&i.04.200(a)):

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

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

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

Subsection eappropriates (to the Alaska Children's Trust) net resaipliected during
FY10 from sales of heirloom birth certificates, heirloom naayei certificates and Trust
license plates.

The Alaska Children's Trust was created by Chapter 19, SLATBS. legislature
appropriated $6 million from the investment loss trust fundegtimcipal of the trust in
Chapter 123, SLA 96. The trust was established to provide a contisoinge of
revenue for grants to community-based programs for the preventichildfabuse and
neglect.

Funding: OMB projects $35.0 net proceeds from the sale of certificates/plates.

() The loan origination fees collected by the Alaska Corsimis on Postsecondary
Education for the fiscal year ending June 30, 2011, are appropriatedotogihation fee account
(AS 14.43.120(u)) within the education loan fund (AS 14.42.210(a)) of the &Aisldent Loan
Corporation for the purposes specified in AS 14.43.120(u).

Subsection fappropriates origination fees charged on student loans to tleating fee
account within the student loan fund. The fees are intended td liéselosses due to
death, disability, bankruptcy and default.

Funding: The amount of the loan origination fee is capped by regulation a&tngo
set annually by the corporation. For FY11l, the Alaska Commission on
Postsecondary Education has indicated that the maximum fee wilBBé set. It is
currently set at 5% and will remain so until further @atis taken by the Board.
Because the appropriation earmarks money within a fund, therdrigpaot on state
expenditures.

(g) The amount of federal receipts received for disastasf uring the fiscal year
ending June 30, 2011, is appropriated to the disaster relief fund (AS 26.23.300(a)).

Subsection gis standard language appropriating federal receipts fostdrseelief to the
Disaster Relief Fund. The Governor needs no specific appropriaticapend money in
the Disaster Relief Fund; money can be spent upon declaration of a disaster.

Funding: A $9 million estimate for federal disaster relief receipas been used for
several years.
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(h) The sum of $7,500,000 is appropriated from the general fund to tlstedisslief
fund (AS 26.23.300(a)).

Subsection hcapitalizes the Disaster Relief Fund with $7.5 million afigyal funds (an
amount equal to the FY10 capitalization).

() The balance of the mine reclamation trust fund income ac¢887.14.800(a)) on
June 30, 2010, and money deposited in that account during the fiscahgieay dune 30, 2011,
is appropriated to the mine reclamation trust fund operaamgunt (AS 37.14.800(a)) for the
fiscal year ending June 30, 2011. The amount necessary for the pugmesdfied in AS
37.14.820 for the fiscal year ending June 30, 2011, is appropriated from theeclammation
trust fund operating account (AS 37.14.800(a)) to the Department of Natural é&ssour

Subsection iauthorizes an internal transfer of funds from the income atdouthe
operating account, where it is available to DNR to spend without fuatipopriation.

Funding: The agency estimates the amount needed for mine reclamation
expenditures is about $50,000 and is spent in the Claims, Pandtd eases
allocation for reclamation of land use permits and leases on state lands.

() The sum of $15,660,000 is appropriated to the Alaska cleanr iuzid (AS
46.03.032(a)) for the Alaska clean water loan program from the following source

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

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

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

Subsections j and kprovide money to develop sewer and water systems in Alaska
communities through revolving loan programs. The state typidsfiyes short-term
bonds that are repaid with earnings from the loan programs, antheslesnd proceeds

to match federal money.

(D The amount of municipal bond bank receipts determined under AS 44.85.82Y0e
available for transfer by the Alaska Municipal Bond Bankhauity for the fiscal year ending
June 30, 2010, is appropriated to the Alaska municipal bond bank authoeityerésnd (AS
44.85.270(a)).

Subsection lappropriates earnings of the Bond Bank to its earnings reserve fund.

Funding: Earnings for FY09 were $819,843. Expectations for FY10 and FY11 have
declined due to the low short-term interest rate environmenthichvthe assets are
invested.

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

Subsection gappropriates to the bulk fuel revolving loan fund an amount of general
funds equal to the loan fund fees collected in FY10.
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(n) The sum of $7,000,000 is appropriated from the Alaska spomdigmnterprise
account (AS 16.05.130(e)) in the fish and game fund (AS 16.05.100) to #leaAish and game
revenue bond redemption fund (AS 37.15.770).

Subsection ntransfers the amount collected under the surcharge on spolicéiebes
(created by SB 147 (Ch 94, SLA 2005)) from the sport fish entereismint, where the
revenue is deposited, to the bond redemption fund. The transfer iayfmept of debt
service on bonds authorized for hatchery construction. Asfbotis are subfunds of the
Fish and Game Fund, this section has no fiscal impact; it item to preempt legal
issues associated with the fisheries revenue bonds.

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

Subsection oclarifies that the Department chooses to use $1.6 million ofrduiederal
funding as reimbursement. They may use federal operating receipts lasrseiment for
a portion of debt service payments on the "Sportfish Bonds"dssu2006 (see Section
23(u)).

Legislative Fiscal Analyst Comment®he Department's action increases flexibility in the
use of existing federal receipts by placing federal money in th¢ figluing enterprise
account. Once there, the money can be used for sport fishingidacilitended to
directly benefit license purchasers.

Funding: The section simply transfers funds between accounts withifigieand
Game Fund; there is no direct fiscal impact.

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

Subsection p capitalizes the Crime Victim Compensation Fund with “money from
donations, recoveries of or reimbursements for awards madeheofand, income from
the fund, and other program receipts.”

Legislative Fiscal Analyst CommenChapter 112, SLA 2008 (HB 414) added language
to the effect that money appropriated to the fund “may include donaticc®/ages of

or reimbursements for awards made by the fund, income from the doddpther
program receipts.”

(q) If the balance of the oil and gas tax credit fund (AS 43.55.@2Bjsufficient to
purchase transferable tax credit certificates issued un8e43/65.023 and production tax credit
certificates issued under AS 43.55.025 that are presented fomperche amount by which the
tax credit certificates presented for purchase exceedmthace of the fund is appropriated from
the general fund to the oil and gas tax credit fund (AS 43.55.028).

Subsection gis an open-endeappropriation of general funds to the oil and gas tax credit
fund. The section ensures that the fund balance is sufficigmirthase claims for tax
credits as provided for in statute.

Legislative Fiscal Analyst Commenthe history of this fund indicates that OMB’s $180
million estimated deposit under this section may be overstated. Theosghies of
requests, adjustments and supplemental appropriations, the fund was zagitafith
$250 million in FY08 and $400 million in FY09. The Governor requested a $3@hmi
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deposit for FY10, and then reduced the request by $100 million. Aedoest of the
legislature, the Department of Revenue provided a historyawhslfor credits. The data
prompted the legislature to transfer $450 million from the fund to the generahvfiinch
was expected to leave a balance sufficient to pay claims in FY10d (loaselaim
history). To ensure a sufficient fund balance, the legislature adpdex-ended language
similar to section g. The Governor vetoed $35 million of the teanahd then estimated
that $180 million would be transferred under the open-ended appropriation.

Funding: The projected value of this appropriation is $180 million—the esam
amount the Department of Revenue estimated for a similaisgovin the FY10
budget.

(r) An amount equal to 20 percent of the revenue collected under AS 43.55.011(g), not to
exceed $60,000,000, is appropriated from the general fund to the commev@tye sharing
fund (AS 29.60.850(a)).

Subsection rappropriates 20% of receipts from the progressive portion of thadtas
production tax, to a limit of $60 million, for revenue sharing.

Legislative Fiscal Analyst Commenithe revenue sharing fund was established with an
FY08 supplemental appropriation of $180 million. Each year sinag $&0 million (1/3

of the prior year balance, per AS 29.60.850) has been distributed to comesuBach
year, the amount distributed was replaced by $60 million of revenueligprogressive
portion of the oil and gas production tax. The FY11 distribution to communitiebewil
$60 million (1/3 of the balance).

As long as oil prices are high enough to generate more than $60 milbom the
progressive production tax, the cycle of $60 million annual deposit#dison will
continue. At prices less than about $60/barrel, the progressive taxajesero revenue
and annual distributions will decline.

Funding: The full $60 million potential amount of the appropriation is includedlin al
Legislative Finance and OMB reports.

NEW SUBSECTION

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

Subsection sprovides a state moral obligation pledge should the need ariseintéht
of this section is to increase the credit rating of the BoadkBand lower the cost of
borrowing money.

Funding: The fiscal impact of this section is estimated to be z&iwe Bond Bank
has been entirely self sufficient throughout its 35 year history.

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

Subsection tappropriates $1.13 billion to the Public Education Fund (PEF).

Legislative Fiscal Analyst Commentnder the concept of forward funding, the amount
appropriated in a given year is the amount projected to be needed folltheing year.
FY10 budget bills contained appropriations of $1.1 billion from the Coristiait
Budget Reserve Fund (CBRF) to cover education costs in FY11, bsugbenajority
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votes required to transfer funds from the CBRF failed. The supmitpasote failure
does not affect K-12 funding in FY10 (because the PEF containedenfficoney to
fund the formula in FY10), but it left the PEF without the $1.1obillexpected to be
required for K-12 education in FY11l. A return to forward funding would require an
appropriation of FY11 costs in addition to the FY12 costs that are imtlidehe
Governor’s operating bill. The Governor has indicated that he intends to retipaee$l.1
billion for FY11 in a supplemental bill.

* Sec. 22. RETAINED FEES AND BANKCARD SERVICE FEES.(a) The amount retained
to compensate the collector or trustee of fees, licenses, axether money belonging to the
state during the fiscal year ending June 30, 2011, is appropriatdthfgyurpose to the agency
authorized by law to generate the revenue. In this subsectidfgctop or trustee" includes

vendors retained by the state on a contingency fee basis.

Subsection aallows the state to compensate vendors that collect fees offi dletiee
state. The provision originally addressed Fish and Game fishingnguand trapping
license sales in which the vendor retained a portion ofatee ¥ also applies to several
programs in the Department of Administration, Department of rdafResources and
Trial Courts.

Funding: These fees do not appear in the bill summary or in Legisld&imance
reports on the grounds that the state has no effective control over thg mone

(b) The amount retained to compensate the provider of bankcaredar card services
to the state during the fiscal year ending June 30, 2011, is ajgpedpior that purpose to each
agency of the executive, legislative, and judicial branchesatwdpts payment by bankcard or
credit card for licenses, permits, goods, and services provideldabygency on behalf of the
state, from the funds and accounts in which the payments received bgt¢harstdeposited.

Subsection ballows credit card service providers to retain fees chadayadsing a credit
card.

Funding: These fees do not appear in the bill summary or in Legisl&imance
reports on the grounds that the state has no effective control over thg mone

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

Subsection callows credit card service providers to retain fees chlafigreusing a credit
card forpayment of restitutian

Funding: These fees do not appear in the bill summary or in Legisl&imance
reports on the grounds that the state has no effective control over thg mone

* Sec. 23. RETIREMENT SYSTEM FUNDING. (a) The sum of $190,850,258 is appropriated
from the general fund to the Department of Administration for depothe defined benefit plan
account in the teachers' retirement system as an addsi@t@lcontribution under AS 14.25.085
for the fiscal year ending June 30, 2011.

(b) The sum of $165,841,171 is appropriated from the general fund Defzetment of
Administration for deposit in the defined benefit plan account in thicpetimployees' retirement
system as an additional state contribution under AS 39.35.280 fbs¢heyear ending June 30,
2011.
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Legislative Fiscal Analyst CommenDuring recent years, Alaska's retirement systems
accrued a multi-billion dollar unfunded liability due to a combioat of investment losses,
escalating health care costs, modification of actuarial assumptaomd capped contribution
rates. Beginning in FY08, the state began making direct contributionstirement systems in
order to stabilize employer contribution rates while repaythgt unfunded liability. FY11
actuarial rates for both TRS and PERS are little changed from FY1Oagppriations in
subsections (a) and (b) are the amounts the state's actuaries determined taree requ

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

Legislative Fiscal Analyst CommenA $10 million FY08 supplemental appropriation to
the retirement fund was intended to payoff the unfunded liability of/thens. According
to the December 2009 valuation, the system has an estimated unfistulkty lof
$85,063.

(d) The sum of $788,937 is appropriated from the general fund toeparinent of
Administration for deposit in the defined benefit plan account in the jlidatieement system for
the purpose of funding the judicial retirement system under AS 22.250046€ fiscal year
ending June 30, 2011.

Legislative Fiscal Analyst CommenA $49 million FY08 supplemental appropriation to
the retirement fund was designed to payoff the unfunded liability of the systardiAg

to the December 2009 valuation, large investment losses in FYQ%etkthe market
value of system assets by about $28 million, which resulted in a reagpehithe
unfunded liability gap. Unfunded liability is now estimated to be $30.5omilllhe
appropriation in subsection (d) responds to the unfunded liability by aserg annual
contributions.

Legislative Fiscal Analyst Recommendatioffhe legislature may wish 1o
consider an appropriation of $30.5 million to paff the entire unfunded
liability. Given a contribution rate of 26%, pluspast service rate bringing
the total employer contribution rate to 43% of aahjudicial salaries, the
legislature may wish to review the structure of thiErement system.

* Sec. 24. SALARY AND BENEFIT ADJUSTMENTS. (a) The operating budget
appropriations made in sec. 1 of this Act include amounts forysatel benefit adjustments for
public officials, officers, and employees of the executive brandlask& Court System
employees, employees of the legislature, and legislatoroantplement the terms for the fiscal
year ending June 30, 2011, of the following ongoing collective bargaining agreement

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

(2) Public Safety Employees Association, representing theamgwommissioned
public safety officers unit;

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

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

(b) The operating budget appropriations made to the Universifjaska in this Act
include amounts for salary and benefit adjustments for thal figear ending June 30, 2011, for
university employees who are not members of a collectivealmaing unit and for implementing
the monetary terms of the collective bargaining agreemeritgling the terms of the agreement
providing for the health benefit plan for university employeegrasented by the following
entities:

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

(3) United Academics;

(4) United Academics-Adjuncts.

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

Section 24appropriates no money; it specifies that various contractwalysadijustments
are funded with money appropriated in section 1.

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

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

Subsection aensures that the Department of Revenue has the authorizatisbtwse
taxes and fees collected for local governmenthdee entities.

Legislative Fiscal Analyst CommentThe section does not reference compensating
municipalities for lost aviation fuel tax receipts during a statdensuspension of the
motor fuel tax. The Governor recently submitted legislatiosuspend the motor fuel
tax.

Legislative Fiscal Analyst Recommendatiorif the motor fuel tax i

suspended, the legislature may wish to considezriimg a reference t

shared aviation fuel tax receipts in order to comgee municipalities for
lost tax revenue.
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Funding: These “pass through” taxes are excluded from Legislativen€éneeports
on the operating bill.

NEW SUBSECTION:

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

Subsection bappropriates $5 of the $50 Commercial Passenger Vessel “Headto
the first five ports of call.

Funding: Revenue to the ports totaled $9.9 million for FY09. Expected revienue
FY10 and FY11 is $9 and $8.5 million, respectively. These “pass througts tae
excluded from Legislative Finance reports on the operating bill.

(c) Itis the intent of the legislature that the paymémiscal governments set out in (a)
and (b) of this section may be assigned by a local government to anatbexgency.

Subsection ds intended to allow a municipality to assign a payment under subsection (a)
to a state agency. For example, the City of Homer mightvee¢gsheries Business tax
payments under subsection (a), but owe the Department of Adntinistcantributions

for PERS. Homer could assign the payment to DOA, thus avoiditgfloas from the

state to the city and back to the state.

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

Subsection aappropriates general funds to pay interest on any revenue aiditipates
that may be issued during the year.

Legislative Fiscal Analyst CommenNo notes are expected to be issued.

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

Subsection bappropriates general funds to pay principal and interest @giatanteed
bonds (veterans mortgage bonds) if the revenue stream from thigag®roans is
insufficient to make those payments. The only purpose of #te general obligation
pledge is to gain tax-exempt status for the bonds. Becausbotitds are general
obligations of the state, they must be authorized by law,jedtily the voters, and
approved by the State Bond Committee.

Funding: The revenue stream from mortgage loans is expected tdflmest to
cover bond payments, so the expected fiscal impact of this cligdmsés zero.
However, a potential general fund obligation exists.

(¢) The sum of $7,066,800 is appropriated to the state bond committeetifeom
investment earnings on the bond proceeds deposited in the capitalt fuwjds for the series
2003A general obligation bonds for payment of debt service, acorngzdst, and trustee fees on
outstanding State of Alaska general obligation bonds, series 2008#&ef fiscal year ending
June 30, 2011.
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(d) The sum of $42,300 is appropriated to the state bond committee frorofStitska
general obligation bonds, series 2003A bond issue premium, interestgsarand accrued
interest held in the debt service fund of the series 2003A bondzajonent of debt service,
accrued interest, and trustee fees on outstanding Stateska/daneral obligation bonds, series
2003A, for the fiscal year ending June 30, 2011.

(e) The amount necessary for payment of debt service, acctaesstnand trustee fees
on outstanding State of Alaska general obligation bonds, 0G3A for the fiscal year ending
June 30, 2011, after the payments in (c) and (d) of this sectionatsd to be $23,090,800, is
appropriated to the state bond committee from the general fund for that purpose.

Subsections ¢, dand e appropriate $30.2 million to pay debt service on series 2003A
general obligation bonds. The bonds were authorized by thesvite002 for
construction of schools and university facilities.

(f) The sum of $374,800 is appropriated to the state bond committee framre¢bment
earnings on the bond proceeds deposited in the capital projedt for state guaranteed
transportation revenue anticipation bonds, series 2003B, for paymeletobfervice, accrued
interest, and trustee fees on outstanding state-guaranteed tra@in®parevenue anticipation
bonds, series 2003B, for the fiscal year ending June 30, 2011.

(g) The amount necessary for payment of debt service, acoieeest, and trustee fees
on outstanding state-guaranteed transportation revenue anticipatids, Iseries 2003B, for the
fiscal year ending June 30, 2011, after the payment in (f) ofsision, estimated to be
$12,353,300, is appropriated to the state bond committee from federal receliptd famrpose.

Subsections f and gappropriate $12.7 million to pay debt service on series 2003B
general obligation bonds. The bonds were authorized by the voters inc200ad and
harbor construction.

Legislative Fiscal Analyst CommentAlthough these bonds were issued with a general
obligation pledge by the state, they are more appropriately refeiweds GARVEE
bonds. The majority of the debt service is paid using eligibdieral-aid highway
formula funding coupled with a state matching component.

(h) The sum of $1,902,400 is appropriated to the state bond committeettie
investment earnings on the bond proceeds deposited in the capitait gunjds for the series
2009A general obligation bonds for payment of debt service, actongzdst, and trustee fees on
outstanding State of Alaska general obligation bonds, series 2000&ef fiscal year ending
June 30, 2011.

(i) The sum of $2,278,900 is appropriated to the state bond committeeSteden of
Alaska general obligation bonds, series 2009A bond issue premiumgsinearnings, and
accrued interest held in the debt service fund of the series 2008ds for payment of debt
service, accrued interest, and trustee fees on outstanding Stdésla g§eneral obligation bonds,
series 2009A, for the fiscal year ending June 30, 2011.

() The amount necessary for payment of debt service, acarterdst, and trustee fees
on outstanding State of Alaska general obligation bonds, 8G3A for the fiscal year ending
June 30, 2011, after the payments made in (h) and (i) of this sedtiomated to be $6,650,800,
is appropriated to the state bond committee from the general fund for thas@u

Subsections h, iand j appropriate $10.8 million to pay debt service on series 2009A
general obligation bonds. The bonds were authorized by the vot@@0#for road
construction.
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(k) The sum of $1,039,000 is appropriated to the state bond committeehfe Alaska
debt retirement fund (AS 37.15.011(a)) for payment of debt serviceieacmterest, and trustee
fees on outstanding State of Alaska general obligation bondss 28®A, for the fiscal year
ending June 30, 2011.

() The sum of $34,000 is appropriated to the state bond committedrfvestment loss
trust fund (AS 37.14.300(a)) for payment of debt service, accruee@shtemd trustee fees on
outstanding State of Alaska general obligation bonds, series 20a0&ef fiscal year ending
June 30, 2011.

(m) The amount necessary for payment of debt service, accreessintand trustee fees
on outstanding State of Alaska general obligation bonds, 283 for the fiscal year ending
June 30, 2011, after the payments made in (k) and (I) of this sedionated to be $3,927,000,
is appropriated to the state bond committee from the general fund for thas@u

Subsections k, land m appropriate $5.0 million to pay debt service on series 2010A
general obligation bonds. The bonds were authorized by the vote@@0&for road
construction.

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

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

Subsection nappropriates funding for payment of debt service and fees on outgjandi
international airport revenue bonds.

(0) The sum of $2,710,000 is appropriated from interest earninde dAlaska clean
water fund (AS 46.03.032(a)) to the Alaska clean water funehre bond redemption fund (AS
37.15.565(a)) for payment of principal and interest, redemption prenalntrustee fees, if any,
on bonds issued by the state bond committee under AS 37.15.560 during thgeBsaahding
June 30, 2011.

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

Subsections o and mppropriate the interest earnings of the clean water and rginki
water funds to their respective bond redemption funds. Both fundsagitalized
annually with federal receipts for drinking and clean water becdipts (see sections
21(j) and (k)). The federal receipts require a state mafaderal rules permit interest
earnings of the loan funds to be used to pay debt service asswalllkéing loans. This
section takes advantage of the ability to use the funds tdedztyservice. Issuing short-
term bonds (secured by the assets of the loan fund) allows #tectesl" earnings of the
funds to be used to pay off the bonds. Essentially, the earnings fohtleare used as
match.

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

Subsection gappropriates money to make payments on:

« the Virology Lab - $2.2 million;

» the Alaska Psychiatric Institute - $1.6 million;

» the Seafood/Food Safety Lab - $1.3 million;

« the Series 2005 Refunding - $2.8 million;

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

« the new UAF Life Sciences Classroom and Lab Facility - $2.7 million

Legislative Fiscal Analyst CommentThe crime lab and UAF Life Sciences building are
proposed in the Governor's capital budget. Separate legislation is resffior
authorization of the COPs and should be expected.

Legislative Fiscal Analyst RecommendationThis section should he
amended if COPs for the crime lab and life scienbagdding are not
approved.

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

Subsection r appropriates $3.5 million for obligations associated with theoad
Building. AHFC purchased the Robert B. Atwood Building for approxinga®&39
million in cash and then issued revenue bonds secured by thenguileklf and lease
payments from the state. The state will own the building at the end of the lease

(s) The sum of $22,924,500 is appropriated from the general fund @ejartment of
Administration for the fiscal year ending June 30, 2011, for paywieobligations and fees for
the following facilities:

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

Subsection sappropriates funds to pay lease costs for the Anchoragandbihe Goose
Creek Correctional Center. Anchorage issued municipal bonds t@ptyefconstruction
of the Anchorage Jail, which the state leases. The Mat-Su Boissiged bonds for the
Goose Creek Correctional Center.

Legislative Fiscal Analyst Commentln common language, the contracts with the
Municipality of Anchorage and the Mat-Su Borough are leases, but terms of the contracts
are such that Governmental Accounting Standards Board's (GASB) rule at3ffies

them as capital leases. This means that a default on lease mayowild affect the
state's credit rating. Because of the potential impact on tratlhg, the obligations are
categorized as debt.

Chapter 160, SLA 2004 (SB 65) authorized lease-purchase agreements faprig
Creek Correctional Center (SCCC) expansion, the Yukon-KwskolCorrectional
Center (YKCC) expansion, and the Goose Creek Correctional Canstruction. The
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25-year lease of the Goose Creek Correctional Center is cappeatumesat $11,600 per
bed, and annual debt service is limited to $17.8 million. Because tphartDent of
Corrections reports the SCCC and the YKCC projects are on hold, ajgtiops for

those facilities are not required.

(t) The sum of $3,303,500 is appropriated from the general fund to thetieptof
Administration for payment of obligations to the Alaska Houdtngance Corporation for the
Linny Pacillo Parking Garage in Anchorage, for the fiscal year ending D20 B1.

Subsection tappropriates $3.3 million for obligations associated with theyl Pacillo
parking garage. The obligation is a lease purchase simitaetobligation for the Robert
B. Atwood Building.

(u) The sum of $106,258,500 is appropriated to the Department of Educati&arind
Development for state aid for costs of school construction under AS 14.11.10Gé&dotiowing
sources:

General fund $85,058,500
School Fund (AS 43.50.140) 21,200,000

Subsection uappropriates funds for municipal school debt reimbursement. AS 14.11.100

authorizes the state to reimburse municipalities for smlebonds issued for school
construction (from 60-90% of principal and interest depending on therenatiian). The
amount of this appropriation is the projected need for full reimbursement.

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

APPROPRIATION
AGENCY AND PROJECT AMOUNT
(1) University of Alaska $1,409,822
Anchorage Community and Technical
College Center
Juneau Readiness Center/UAS Joint Facility

(2) Department of Transportation and Public Facilities

(A) Nome (port facility addition and renovation) 127,000

(B) Matanuska-Susitna Borough (deep water port 752,450
and road upgrade)

(C) Aleutians East Borough/False Pass 101,840
(small boat harbor)

(D) Lake and Peninsula Borough/Chignik 119,844
(dock project)

(E) City of Fairbanks (fire headquarters 869,765

station replacement)
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(F) City of Valdez (harbor renovations) 222,868

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

(H) Fairbanks North Star Borough 342,990

(Eielson AFB Schools, major maintenance
and upgrades)
(3) Alaska Energy Authority
(A) Kodiak Electric Association (Nyman 943,676
combined cycle cogeneration plant)
(B) Copper Valley Electric Association 351,179
(cogeneration projects)

Subsection vappropriates $5.7 million to various state agencies for reirinnst to
municipalities and public entities for debt service on prejacthorized in Ch. 115, SLA
2002 (HB 528). This level of reimbursement is about $200,000 higher thaentwed
for FY10. The level of reimbursement is subject to appropriation.

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

Subsection wappropriates the majority of the surcharge levied on djsirtlicenses
authorized under Ch 94, SLA 2005—and transferred to the bond redemption fund in
Section 21(n) of this bill—for payment of debt service on bondseddor sport fish
hatchery development. The appropriation exceeds the debt sdndcen the bonds,
allowing the bonds to be paid off ahead of schedule.

NEW SECTION:

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

(b) The appropriation made by (a) of this section is conihge passage by the
Twenty-Sixth Alaska State Legislature and enactment into déwa bill establishing the
Governor's performance scholarship fund.

Section 27appropriates $400 million of general funds for the Governor's Redioce
Scholarship program. Preliminary information released indichtgghis funding will be
invested and the Fund’s interest and earnings will pay for the schpkrshi

Legislative Fiscal Analyst RecommendationrBecause this funding Is
directly linked to legislation the Governor intentts propose, this funding
should be requested in a fiscal note.

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

Section 28allows the state to cover any shortfall in unrestricted reenigh transfers
from the Statutory Budget Reserve Fund (SBR) to the generdl fanFY08, the
legislature appropriated $1 billion of general funds to the §8R. 21(c), Ch. 11, SLA
2008). Unless money is appropriated from the fund during FY10, thes emtiount
deposited in the SBR will remain available in FY11. Unlike @anstitutional Budget
Reserve Fund (CBRF), the SBR can be accessed with a simple majteity v

* Sec. 29. CONSTITUTIONAL BUDGET RESERVE FUND. (a) Deposits in the budget
reserve fund (art. I1X, sec. 17, Constitution of the State of Alaska) fot yisaa 2010 that
are made from subfunds and accounts other than the operating dgenerastate
accounting system fund number 11100) by operation of art. IX, sec, CHdstitution
of the State of Alaska, to repay appropriations from the budesdrve fund are

appropriated from the budget reserve fund to the subfunds and accounts from which those

funds were transferred.

Subsection ais "sweep reversal language." As long as there is an outsaliehility to
the CBRF, the Constitution requires that year-end general fundcbalae used to repay
past withdrawals from the CBRF. This provision reversesrdwtired sweep; all money
in general fund subaccounts are returned to the accounts (on Jatynlyvhich they
were swept (on June 30).

Legislative Fiscal Analyst Commenithere is a strong possibility that the general fund
liability to the CBRF will be eliminated during FY10. If the RIBis fully repaid, no
sweep will occur at the end of FY10 and subsection (a) will not apply.

Legislative Fiscal Analyst Recommendatioffhe language in subsection
(a) does no harm and should be retained, espedialhe CBRF is not fully
repaid during FY10.

(b) Unrestricted interest earned on investment of the gefumcilbalances for the fiscal
year ending June 30, 2011, is appropriated to the budget reserve fundX(asec. 17,
Constitution of the State of Alaska). The appropriation madehisysubsection is intended to
compensate the budget reserve fund (art. IX, sec. 17, Constitutioa 8fdte of Alaska) for any
lost earnings caused by use of the fund's balance to permit experaditvperating and capital
appropriations in the fiscal year ending June 30, 2011, in antarpafi receiving unrestricted
general fund revenue. The amount appropriated by this subsection mayceed e amount
equal to the earnings lost by the budget reserve fund asstlle sethe use of money from the
budget reserve fund (art. IX, sec. 17, Constitution of the State ska#)lao permit expenditure of
operating and capital appropriations in the fiscal year ending 3un2011, in anticipation of
receiving unrestricted general fund revenue.

Subsection bappropriates general fund earnings to the CBRF as compengation
earnings lost by the CBRF as a result of draws to meefTthasury's cash flow
requirements.

(c) The sum of $2,060,000 is appropriated from the budget refsenéart. X, sec. 17,
Constitution of the State of Alaska) to the Department ofeReg, treasury division, for
operating costs related to management of the budget reserveofuhé fiscal year ending June
30, 2011.
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Subsection cappropriates $2.1 million from the CBRF to the Department okERew,
Treasury Division, for investment management fees for FY11.

Legislative Fiscal Analyst Commenthere is a possibility that the general fund liability
to the CBRF will be eliminated during FY10. Appropriating managemestffem the
CBRF requires a supermajority vote and creates a general funditijati the CBRF.
That liability, in turn, would activate an FY11 year-end sweep of géfends into the
CBRF, which would require a supermajority vote to reverse in FY12.

Legislative Fiscal Analyst RecommendatioAppropriate general funds to
pay management fees attributable to the CBRF.

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

Subsection dstipulates that appropriations made from the CBRF must be agubbyvat
least three-quarters of the members of each house of the legislature.

Legislative Fiscal Analyst Commentf general funds are appropriated for management
fees, the reference to subsection (c) will not be relevant.

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

Subsection aextends the lapse date for an FY0O7 supplemental appropriation]noen
30, 2010 to June 30, 2011. The Department of Public Safety (DPS) reamived
appropriation for $5 million in federal receipts for domesiblence and sexual assault
prevention programs in the areas of prosecution, law enforcemditial services, and
victim services. The funding came from a Stop Grant pravitlrough a U.S.
Department of Justice, Violence Against Women Act (VAWA).

Legislative Fiscal Analyst RecommendatioriThe Department is also
requesting a one-time increment for $697.4 in sacti for this purpose. The
section 1 increment is unnecessary if the lapse datextended, so the
increment request should be removed from the DR&diu The laps
extension is the better option; it ensures thatehtre amount of remaining
funding will be available in FY11 and does not degdle authorization.

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

Most appropriations associated with the American Recovery aimydsément Act of

2009 (ARRA) were appropriated in Chapter 17, SLA 2009. This section extendsshe lap
date from June 30, 2010 to June 30, 2011 for operating appropriations in section 1 and for
$20.7 million appropriated for distribution to communities eligibleré¢oeive revenue
sharing funds (section 14).

Legislative Fiscal Analyst CommentSection 1 of the Governor's FY11l operating
budget request includes $81.6 million of ARRA funding that is expected to pendesk
at the end of FY10.

Legislative Fiscal Analyst Recommendatioithe section 1 increments for
ARRA funding in FY11 are unnecessary if the lapge & extended, so the
increment requests should be removed from Depattinaigets. The lapse
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extension is the better option; it ensures thatehtre amount of remaining
funding will be available in FY11 and results in i@ccurate accountin
of ARRA funds.

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

* Sec. 32. RETROACTIVITY. Those portions of the appropriations made in sec. 1 of this Act
that appropriate either the unexpended and unobligated balansgedfic fiscal year 2010
program receipts or the unexpended and unobligated balance on June 3®f20%pecified
account are retroactive to June 30, 2010, solely for the purposeyahgdorward a prior fiscal
year balance.

Section 32ensures that unexpended receipts and balances carry for@réyY11
before they lapse.

* Sec. 33.Sections 30 and 32 of this Act take effect June 30, 2010.
* Sec. 34.Except as provided in sec. 33 of this Act, this Act takes effect July 1, 2010.
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Capital Budget

The Governor has proposed capital projects of $1.644 billion for FY1® buidget includes
$548.5 million in general funds, $256.5 million of other state funds and $83%@nnil federal
funds. Compared to the budget for FY’1@t is $268.5 million greater in general funds, $169.7
million greater in other state funds, and down $299.2 million in fedienals for a $139 million
net increase. The pie chart below provides a categoricakdwea of the proposed capital
spending plan.

Figure 1
Capital Project Categorization
(All Funding Sources in Millions) .
Equipment/
Materials, $60,

4%

New Construction
and Land
Acquisition, $437 ,
26%

Information
Systems/
Technology

$29, 2%

Remodel,
Reconstruction and
Upgrades, $478,
28%

Planning/
Research, $290,
18%

Maintenance/
Repairs, $259,
16%

Construction

Construction projects—both new and remodel—comprise 54% of the Govepropssed
capital budget. New construction involves adding infrastructuteetstate’s capital stock, and
includes both new roads and new square footage. Reconstruction involves modifyiagging
existing roads or space.

The Surface Transportation Program and the Airport Improvefsygram within DOT&PF
(along with associated state match) make up the maj@#y8( million) of the construction
budget. Other significant construction programs include thagéliSafe Water Program and the
Municipal Water Sewer Matching Grants Program in the Dapmart of Environmental
Conservation. These programs account for $60.9 million of the Govemneguest. Large, stand-
alonestate fundedaonstruction projects include:

» $108.6 million — UAF Life Sciences Classroom and Lab Facility;

® The FY10 Budget figures includes RPL’s through1B£16/2009 meeting.
° Please see page 61 of this section for the progegorization methodology.
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e $75.8 million — Public Safety Crime Lab Replacement;

e $21.3 million — Service High School Renovation;

e $10 million — Port of Anchorage Expansion;

¢ $9.9 million — Johnson Youth Center Renovation and Remodel;
e $9.7 million — AHFC San Roberto Redevelopment;

e $8 million — Roads to Resources: Foothills West (75 mile rodtbaiwy to Umiat);
and

* $6 million — Interior Alaska Veteran’s Cemetery Design and Construction.
Maintenance/Repairs

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

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

Deferred Maintenance by Agency (millions)
Administration 80.8
Corrections 103.0
Court System 14.9
Education & Early Development 15.0
Environmental Conservation 0.5
Fish and Game 2.3
Health & Social Services 19.5
Labor & Workforce Development 58.2
Military & Veterans Affairs 32.4
Natural Resources 67.6
Public Safety 2.7
Transportation & Public Facilities 427.1

Airports 54.1

Harbors 19.1

Facilities 24.7

Highways 305.9

AMHS Vessels/Terminals 23.3

University of Alaska 967.3
Total $1,791.3

19 Deferred maintenance estimates are provided hyithal agencies to the Office of Management and

Budget. Estimates are preliminary and may havgrafieant margin of error.
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Planning/Research

Another 18% of the budget falls into the planning and research catelgoagidition to projects,
the Governor proposed a $150 million deposit to the Alaska Gasline mdatéct (AGIA)
Reimbursement Fund. Under AGIA, the state will provide matcbamgributions in the form of
reimbursements to the licensee (TransCanada) in an amount exateied $500 million of the
gualified expenditures incurred in development of a natural gakngipeThis particular funding
will reimburse TransCanada for planning expenses through FY11.

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

Information Systems/Technology

Information technology projects make up 2% of the budget. Spreaugtiout state agencies,
projects include network upgrades/replacements, securitggispjdocument imaging projects,
database development and various communication projects. Aladedchre several Intelligent
Transportation Systems (ITS) projects within DOT&PF. Seherojects utilize special funding
from the Federal Highway Administration for improving transgtioh safety and efficiency.

Examples include variable speed limit signs, traffic momtprand incident detection systems,
and weather and pavement sensors.

Two large projects—the DOR Tax Management System and the Bayroll and Accounting
System Replacement—are conspicuously absent. Last session $fi8and $76.5 million,
respectively, was requested for these two projects. r&adual agency analysis for further
information.

Equipment/Materials

This category, totaling 4% of the request ($60 million), contagusirring projects for State
Equipment Fleet replacement ($15 million), materials stockp{lrdton Highway - $5 million),

various rural and international airport snow removal and safetypmeunt ($15 million), and
other agency equipment and materials.

Other

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

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

Unrestricted General Funds are up $255.3 million over the FY1l@thpdget. Primary drivers
of the increase are $150 million to the AGIA Reimbursement Fudds4a80 million for state-
wide deferred maintenance.

The Governor proposes withdrawing money from the Alaska HousingtaCaporporation
savings account. The legislature placed $300 million of genamdkfin this sub-corporation of
AHFC in FY07 with the intent that the money be used for futaygtal projects. The Governor
utilizes $160 of the $356 million availabfe.

General Fund Match totals $62.2 million, up $21.5 million from the FY10 budigetFY10, the
legislature reduced the two large match appropriations in @@ T(Federal Aid Highway and
Aviation Match) by over 20% (a total of $15.4 million). The imipaf this reduction is not yet
known, but the intent was to reduce excess authority in a pot of rmgaewhich the agency has
considerable discretion.

The Governor's budget includes the top eight projects from theokdMajor Maintenance
Priority List for a total of $24.8 million. The Service Higleh®ol Renovation project ($21.3
million) consumes the majority of this funding. The full lishtains 123 projects for a total state
cost of $274.7 million. The legislature typically adds to the Gov&rnequest for school
funding.

The Governor’s budget does not address the 35 projects (with at&téatost of $411.6 million)
on the School Construction Priority List. These are largeept®j—the state share of the top five
projects is $200 million.

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

e $10 million: Port of Anchorage Expansion;

* $4 million: Newtok Traditional Council — Evacuation Shelter and Accesd;Roa

e $3 million: Covenant House Alaska — Facility Construction; and

¢ $1.5 million: Alaska Community Foundation — Jesse Lee Home Restoration.
Designated General Funds (DGF) - $51.4 million

Appropriations of Designated General Funds are $13.3 million great€y1l; primarily the
result of University Receipts, which were not in the FY1@iteh budget. The Governor's
general fund budget may be understated by $25 million. The Governor @sdpmssferring $25
million from the general fund into the Renewable Energy GramdFHor renewable energy
grants, but does not appropriate money from the fund for grants Gavernor’s intentions for
renewable energy projects are unclear.

Other State Funds - $256.5 million

" The Governor proposes spending an additional $illibmfrom the fund for operating purposes.
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Proposed appropriations of Other State Funds are $169.7 million greater for FM41s almost
entirely driven by the use of Certificates of Participati@®OPs) for the UAF Life Sciences
Classroom/Lab Facility ($88 million) and the new Public Safety Criate (76 million).

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

Federal Funds

Federal receipt authority is down $299.2 million. Much of this caattoduted to the economic
stimulus funding included in the FY10 budget, but absent in the FY11 bhu&genulus RPL’s
have been prevalent in FY10. The current breakdown of capij@cpistimulus by agency is as
follows:

Capital Budget Total Stimulus by Agency (thousands)
Non-DOT
Stimulus FY09 FY10 Total
Capital Bill Bill Capital Capital Stimulus
Agency SB 75 HB199 RPLS RPLS Funding
Commerce, Community & Econ Dgv - 4,642.5 - - 4,642.5
Environmental Conservatiop - 70,637.0 - - 70,637.0
Office of the Governof - 1,000.0 - - 1,000.0
Health & Social Servicep 23,947.5 - - - 23,947.5
Labor & Workforce Development - 3,000.0 - - 3,000.0
Natural Resourced - 1,500.0 4,030.0 5,211.0 10,741.Q
Revenug - 96,264.9 - 658.0 96,922.9
Transportation & Public Facilities 264,026.2 - - - 264,026.2
University of Alaska - 117,000.0 32,929.9 25,896.00 175,825.9
Total 287,973.7] 294,044.4| 36,959.9] 31,765.0] 650,743.0
Note - Although there were significant RPLs for DOT&PF capital projects, the net result is zero additions of stimulus
funding. Additional projects have been added due to a favorable bidding environment and some project delays, but no
additional funding has been received.

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

The Airport Improvement program is down $80.6 million. Revenue totéle is not expected to
decline, but excess legislative authority in prior yearsredsaced the need for authorization in

FY11.

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

Other Issues
Ding! Ding! Round 2!?

The possibility of a second round of federal economic stimuligs @T&PF in rigorous
preparation mode. A stimulus bill passed the House of Representativeseapdded before the
Senate the week of January 18.
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As currently constructed, funding to Alaska will be on a simiteelléo last year—in the range of
$250 million. The project eligibility criteria are iderdlc “shovel ready” including all federal
planning requirements. However, the timing deadlines are moredieeghe The previous
authorization required that 50% of the funding bkligated within 90 days. The new
authorization requires 50% of funding be placeder contractwithin 90 days. The remaining
50% must be under contract within one year.

Congressional intent is to get money on the street quickly.edsofire not getting underway—
and jobs are not being created—as fast as they would hade I&engress is hoping that added
pressure to get the projects under contract, or lose the fuiadliother states, will improve
results.

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

In preparation for round 2, DOT&PF is working on a STIP amendrigtitig state highway
projects that could meet the “50% within 90 days” deadline. These grajecbeing fast-tracked
through all federal requirements in the hope of using as mucmiyagi possible. Additionally,
DOT&PF has mailed a letter to all communities and tribal gowents requesting lists of
potential 2 round projects. The idea is to first tackle projects exch the state has the most
control, and then work toward community additions in another &Bndment that addresses
the “remaining 50% in one year” deadline.

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

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

Federal Highway Trust Fund

In the summer of 2008, the Congressional Budget Office projected a FeddmabMigrust Fund
shortfall of $3.3 billion for Federal Fiscal Year 2009 (FFY09). sTéhortfall was addressed by
Congress, albeit temporarily, by an $8 billion infusion from the géniezasury in September
2008. Current projections have the Trust Fund entering anothealicstage before the end of
FFY09, with $15 billion needed to ensure solvency through FFY10. eThéasions fix
immediate shortfalls in funding, but do not address the structuraliepnovith regard to the Trust
Fund. Congress will need to address the funding mechanism of therfuntbng-term basis in
the transportation authorization bill to follow SAFETEA-LU.

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

What else is Missing?

Significant FY10 Governor priorities not included by the legislatureerFtti10 budget and
missing from the FY11 request include:

e $76.5 million - DOA Payroll and Accounting System (previously mentioned);
e $26.3 million - Dalton Highway: MP 9-11;
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e $15.3 million - UAF Energy Technology Building; and
e $6 million ($12 million initially) - AVTEC Heavy Equipment and Diesel Shop.

Project Cateqorization Methodoloqgy

The pie chart beginning of this section and the spreadsheets@autying each agency narrative
categorize the capital budget by project groups. The groupiegsrautually exclusive set. This
allows Legislative Finance to prepare a Project Group Samnhmeport that reflects the entire
capital budget without duplication. As with any task of categorization, sivifgexists.

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

Project Group

Description

Planning and Research

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

Maintenance and Repairs

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

Remodel, Reconstruction and

Projects modifying or rebuilding existing space; includes complete

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

Information Systems and Technology

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

Other

Projects that do not fit elsewhere
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Distribution by House District

The pie charts below (Figures 2 & 3) detail the proportionsdkdown of the Governor’s capital
request by house district on an “impact” basisFigure 2 contains all funding sources, while
Figure 3 is state funds only. As can be seen, the majority ap¢gbs are assigned to the
“Statewide” House District. Projects falling under thissignment are generally broad
appropriations that span multiple regions of the state. The typprojects included are large
deferred maintenance projects, information technology projectsededaf grant programs. The
Capital Budget Summary table on page 63 breaks out the fundingsbyritend group (General
funds (UGF & DGF), Other State, and Federal funds) for each htiss&t. Project detalil
reports by House District (along with project back-up) can be faunthe Legislative Finance

website.

House District Impact
(All Funding Sources)
Figure 2
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Language Sections of the Governor’'s FY2011 Capit&udget

* Sec. 7. FEDERAL AND OTHER PROGRAM RECEIPTS. (a) Federal receipts, designated
program receipts as defined in AS 37.05.146(b)(3), information serfiund program receipts as
defined in AS 44.21.045(b), receipts of the University of Alaska daescribed in AS
37.05.146(b)(2), receipts of commercial fisheries test fishing btpesa under AS
37.05.146(c)(21), corporate receipts of the Alaska Housing Fin@ucporation, corporate
receipts of the Alaska Aerospace Corporation, Exxon Valdepilitisist receipts as defined in
AS 37.05.146(b)(4), and receipts of the Alaska Fire Standards Coodell AS 37.05.146(b)(5),
that exceed the amounts appropriated by this Act are appropriatediauedlion compliance
with the program review provisions of AS 37.07.080(h).

Subsection dlists types of unanticipated additional receipts that are apatep subject
to review by the Legislative Budget and Audit (LB&A) Commét This standard
language permits requests for additional capital authorizatiobe submitted to the
LB&A committee for approval. Similar language in the operatingget applies only to
operating authorization. The operating language excludes test fishedeipts and
corporate receipts of the Alaska Aerospace Development Corporation.

(b) If federal or other program receipts as defined in 3¥305.146 and in AS
44.21.045(b) exceed the estimates appropriated by this Act, the apppaprieom state funds
for the affected program may be reduced by the excess ifethections are consistent with
applicable federal statutes.

Subsection bpermits state authorization to be reduced if unanticipated money ise@ceiv
for projects funded by state funds. There is no formal proaessécking potential
reductions.

(c) If federal or other program receipts as defined in AS53¥4® and in AS
44.21.045(b) fall short of the estimates appropriated by this Actaffeeted appropriation is
reduced by the amount of the shortfall in receipts.

Subsection cautomatically limits authorization of federal and othereigis to the
amount actually received. The language applies to all appiopsain the Act, not
merely to appropriations subject to LB&A review.

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

Subsection aappropriates the FY11 earnings associated with the State esadaHess
settlement (held within the Permanent Fund) to the AlaskdtaCapcome Fund. This
fund was established in FYO5 and is customarily appropriated for capitetisroj

Legislative Fiscal Analyst CommentCapitalization of the fund is preferable to direct
appropriations from the Permanent Fund Earnings Reserve Account. Becapsedke
amount of earnings is unknown, the amount available for appropriation is unknown.
Putting the money in a non-lapsing fund ensures that all available earmirgys
appropriated while reducing the danger of appropriating more money than is available.

Funding: The Amerada Hess settlement portion of the Permanent Fufehied

off” from the rest of the Permanent Fund principal. The earnorgshis $425
million portion have historically been projected at $28 million year based on the
expected rate of return on Permanent Fund investments. Aduaihgs (in
millions) from FY05-09 are: FYO05 - $27, FY06 - $37, FY07 - $42, FY08 - $33, and
FY09 - $0. Current projections for FY10 and FY11l are $0 and $3 million
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respectively. The low earnings projections for FY10 and FatElthe result of the
way the Permanent Fund accounts for investment losses experieroé@d. These
figures will increase if the legislature disagreedwtite accounting choices made by
the Permanent Fund. For details, see a discussion paper dopthiposted to the
Legislative Finance website.

(b) The following amounts are appropriated to the election fumairesl by the federal
Help America Vote Act:

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

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

Subsection bcapitalizes the Election Fund with federal Help AmericagVatt (HAVA)
funds, the earnings of the Election Fund, and general funds for state match.

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

Subsection dransfers general funds to the renewable energy grant fureshéogy grant
appropriations.

Funding: To date, $125 million has been appropriated to and from the fund for
projects.

(d) The sum of $150,000,000 is appropriated from receipts of thé&aAldsusing
Capital Corporation created under AS 18.56.086 to the Alaska Gasline rmehtceAct
reimbursement fund (AS 43.90.400(a)) for the natural gas pipelineecpr@onstruction
inducement under AS 43.90.110(a)(1).

Subsection dcapitalizes the AGIA Reimbursement Fund with $150 million from the
savings account created within the Alaska Housing Finance @tigpo Under AGIA,
the state will provide matching contributions in the form of teirsements (not to
exceed $500 million) to the licensee (TransCanada) of quadifipdnditures incurred in
development of a natural gas pipeline. No appropriation is requirdislhurse money
from the fund.

Legislative Fiscal Analyst CommentThe appropriation may be $20 million more than
is necessary for FY11l. However, given the uncertainty of prejgeenditures, a little
surplus in the fund may be prudent. On, the other hand, a shortfall bedited with a
supplemental appropriation.

Funding: $45 million has been appropriated to the fund with no reimbursements
paid to date. Expected reimbursements through FY11 amount to approxifiiate!
million (as outlined in the 10/31/2009 pipeline project report
http://gov.state.ak.us/agia Placing $150 million in the fund will provide a balance
of $195 million, before reimbursements.

(e) The sum of $7,000,000 is appropriated from the dividend paid to tkeebgtahe
Alaska Industrial Development and Export Authority under AS 44.88.08Bédiscal year 2011
to the power project fund (AS 42.45.010).

Subsection eransfers $7 million to the power project fund for additional popveject
loans. Demand for loans has increased significantly in associaith $125 million of
Renewable Energy Grants made available by the state. Matheofrants require
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matching funds that the grantees do not have on hand. The power [fuo@ctan
provide an avenue to borrow funding for this purpose.

Funding: As of 12/31/2009, the fund had an available loan balance of $4.1 million.

Current loan applications total $9.5 million. $7 million would proviue fund more
than sufficient capital if all the loan applications were to be prodesse

* Sec. 9. INSURANCE CLAIMS. The amounts to be received in settlement of insurancesclaim

for losses and the amounts to be received as recovery fes lass appropriated from the general
fund to the

(1) state insurance catastrophe reserve account (AS 37.05.289(a)); or
(2) appropriate state agency to mitigate the loss.

Section 9allows an agency to receive insurance claim settlememeyas directly from
a third party. Without this provision, settlements would remaithe general fund and
would not be available to offset an agency’s loss without a spepfifopriation.

* Sec. 10. NATIONAL PETROLEUM RESERVE - ALASKA IMPACT G RANT
PROGRAM. The amount received by the National Petroleum Reserveska\lspecial revenue
fund (AS 37.05.530(a)) under 42 U.S.C. 6506a(l) or former 42 U.S.C. 6508 by Augasx8],
estimated to be $14,882,800, is appropriated from that fund to the DepamCommerce,
Community, and Economic Development for capital project grantsr uhdeéNational Petroleum
Reserve - Alaska impact grant program.

Section 10appropriates the entire amount received (estimated at $14.8mfdli FY11)
from the revenue shared by the federal government from sal#s)s; bonuses, and
royalties on leases issued within the NPR-A to the NPRwpakct Grant Program.
Grants are awarded to municipalities impacted by oil and gadagenent in the NPR-A.
AS 37.05.530(g) states that receipts not appropriated as grants be distributed as
follows: 25% to Permanent Fund Principal, ¥2% to the Public Schoskt Fund, and
any remaining amount to the Power Cost Equalization and RuretriEl€apitalization
Fund.

Legislative Fiscal Analyst Comment:Recent capital bills contained a list of grantees
and the projects to be funded. Providing this information alloues lie entered into the
budget system so that it is available for future queries regarding grants.

Legislative Fiscal Analyst RecommendationGrantees and a short
description of projects should appear in the bill.

Legislative Fiscal Analyst Recommendatiofemaining balances should
be appropriated to a fund other than the Power (Exgtalization and Rural
Electric Capitalization Fund, which is no longereasbecause the Power
Cost Equalization program is funded with an opedezhappropriation of
general funds.

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

Legislative Fiscal Analyst Recommendatioithe legislature may wish to
move this section to the operating budget so igrsuped with other
appropriations associated with certificates of peigation.

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

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

Under AS 37.25.020, a capital appropriation is for the life of tbgegt. In addition, an
Attorney General's Opinion states that exclusion of a cagifaogriation from a capital
lapse provision (such as subsection (b)) does not prevent thapegpon from lapsing
under AS 37.25.020 as long as the appropriation is “clearly a capital impgotzem

Legislative Fiscal Analyst CommentThe belief that capital appropriations have a five-
year lapse is a common misunderstanding. Capital projects are liniiabked in the
state accounting system for five years, but are administhatestended if the funding is
still needed.

The statutes governing Grants to Municipalities, AS 37.05.315, include a prothst if
substantial and ongoing work has not begun within five years of the appropridteon, t
funding shall lapse.

Legislative Fiscal Analyst Recommendatioithe legislature may wish to
consider adding a similar provision to AS 37.25.080order to prevent
capital projects from remaining on the books foteexied periods with little
to no activity.

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

Legislative Fiscal Analyst Comment:This subsection is included to clarify that all
grants under AS 37.05.316 are to be considered capital projects and are tdikepse
other capital projects. There has been confusion in the past sdree grants were
booked as operating grants with a one-year lapse. This language edaefjislative
intent.

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

The Alaska Mental Health Trust Authority (Authority) admieist the Mental Health Trust
established in perpetuity. The Authority has a fiduciary resporgibidlienhance and protect the
Trust and to provide leadership in advocacy, planning, implementation fuaihg of a
comprehensive integrated mental health program (CIMHP) tprowe the lives and
circumstances of its beneficiari@he Trust’'s beneficiaries include:

* People with mental iliness;
* People with developmental disabilities;
* People with chronic alcoholism; and

* People with Alzheimer’s disease and related dementia.

The Trust

The Mental Health Lands Trust Settlement reconstituted thist established by the Alaska
Mental Health Enabling Act of 1956 with trust land totaling agpnately 930,000 acre3he
settlement required the state to:

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

» perpetually use the income of the trust to pay for trust administraigia and ensure
improvements and continuation of the integrated, comprehensiveéalmieealth
program.

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

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

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

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

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

e a percentage (currently 4.25%) of the total cash asset @élihe Trust Fund Corpus
(Principal);

* lapsed funds from the prior year;

* income from the Trust's account in the treasury; and
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» income from rents, fees, purchase contract interest, and 1&f6befr sales from the
Trust Land Management.

The Mental Health Budget Process

Separate Appropriation Bill: AS 37.14.001 establishes the responsibilities and authority for
management of the Mental Health Trust. The statute reqhiee&dvernor to submit a separate
appropriation bill limited to appropriations for the state’s irdibgd comprehensive mental health
program. If appropriations in the bill submitted by the Governother bill approved by the
legislature differ from those proposed by the Authority, this must be accompanied by a report
explaining the reasons for the differences from the Trust's recomnamlat

Mental Health Trust Authority Authorized Receipts: The Mental Health Trust generates
revenue from the investment earnings on the $200 million trust, lanttaséeproceeds, and land
use royalties. Mental Health Trust income, identified in the gption bill as MHTAAR or
Mental Health Trust Authority Authorized Receipts, providgsraximately $10 million per year
for CIMHP funded programs and mental health trust administrative costs.

A unique provision of the settlement grants the Authority the poavepend mental health trust
income without legislative approval. This provision does not, howeeenove the legislature

from spending decisions. The Trust’'s spending plans typicddlgedé substantial money to state
agencies, which cannot spend the money without legislative authorization.

This approach to budgeting requires extensive cooperation betweeAutherity and the
agencies that receive MHTAAR. The Authority considers reguigetn relevant agencies and
beneficiary boards, and then submits a list of approved prag@ctsfunding proposals to the
Governor. Although the budget is developed cooperatively, the Goveregugst may make
changes in MHTAAR funding without the approval of the AuthorBymilarly, the legislature
typically works with the Authority on any revisions to the Authority’s plan.

Zero-Based Budgeting: The Trust continues zero-based budgeting of MHTAAR in FY11,
meaning that all MHTAAR in state agencies was removed fterFY11 adjusted base budget.
This approach emphasizes that MHTAAR funding is not based on prior year appuapriktit is

an independent decision made by the Authority each year. The elppras the advantage (from
the Authority’s perspective) of specifying the purpose of all MIARAthat appears in the budget.
Under incremental budgeting, the purpose of continuing funding was aietd sin budget
transactions.

Other Funds Appropriated in the Mental Health Budget: Other state funds and federal
funding are typically included in the CIMHP. These might includeegd funds, AHFC
Dividend funds, and Alcohol and Other Drug Abuse Treatment & Prewverkunds. The
Authority does not exercise as much control over this portiorh@fMental Health budget.
Although the Authority is typically consulted about expenditurenaf-MHTAAR for mental
health purposes, the Authority cannot dictate where other fungsomamay not be used.
Allocation of state and federal funding for mental health purpsesnilar to the process that
applies to the regular operating and capital budgets; gjate operating requests show changes
to appropriations made the previous fiscal year. Capital requestgécally independent of prior
year appropriations.

The FY11 Mental Health Budget
The Trustees approved the following five focus areas for the FY11 buddet c
* Bring The Kids Home;

» Affordable, Appropriate Housing for Trust Beneficiaries;
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OPERATING

Disability Justice for Trust Beneficiaries;

Trust Beneficiary Projects Initiative; and

Workforce Development

Mental Health Trust recommendations typically address amdyementsto the budget. The
Trust’'s recommendations do not address FY10 GF/MH funding that remains in therifagaX.
The net requested increase in operating funding from FY10 to FYAppsoximately $8.8

million.
Statewide Total Appropriations for Mental Health Programs
FY11 Trust
FY07 FY08 FY09 FY10 Request | FY11 Gov

State Funds 127,712.4] 131568.6] 159,818.2] 171,200.9]  15,340.0] 180,595.1
MHTAAR 11,446.4] 12308.7] 13,7142] 12,6365 12,091.2] 12,087.5
Subtotal Operating 139,158.8 | 143,877.3 | 173532.4 | 183,83 7.4] 27,431.2] 192,682.6
Change from previous year 4,718.5 29,655.1 10,305.0 8,845.2
State Funds 12,200.0]  13,600.0 7,550.0 49842  12,975.0] 11,150.0
MHTAAR 2,650.0 2,500.0 3,500.0 1,650.0 2,050.0 2,050.0
Subtotal Capital 14,850.0 | 16,100.0 | 11,050.0 6,634.2 | 150 25.0] 13,200.0
Change from previous year 1,250.0 -5,050.0 -4,415.8 6,565.8

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

The Trust recommendations included additional state operatirdg fof $15.3 million in FY11.
Budget requests approved by the Trust but not included in the GovelRYdrls budget request

include:

Department of Health and Social Services (DHSS):

$2.3 millosenior and

Disabilities Services for:

(0]

o O O O

traumatic brain injury services coordination;
emergency intervention services;

tele-care/smart home technology projects;
Alzheimer’s disease and related dementia grants; and

establishment of a crisis response stabilization program amd fynading for
clients that are developmentally disabled.

DHSS: $1.3 million in Rural Services and Suicide Preveritoimplementation of
childhood and adolescent prevention grants and funding to supplementatia A
Native Tribal Health Consortium’s efforts in Crisis Intertien Stress Management
training and Applied Suicide Intervention Skills training in Barrow and rgjhiam.
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« DHSS: $1.2 million in rate increases for Behavioral Rehatiditacrisis stabilization
services providers.

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

CAPITAL

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

The $175.0 difference between the Trust recommendations and the Gavéudget request is
the result of several actions:

» Trust projects that were not submitted to the legislature by the Governor

0 $1.2 million in funding to aid in the construction of the new BethwbeBing
Center, grants for assistive technology projects, and edsagisipment
purchases for Trust beneficiaries.

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

0 The Governor's budget includes $500.0 (of the $2.5 million recommended) fo
deferred maintenance of non-profit service providers and beneficitodgies.

» Trust project to which the Governor added funding:

0o The Governor added $3.4 million to support temporary emergency housing
service providers.

Some of the significant projects contained in both the Trust®menendations and the
Governor’'s Mental Health budget are listed below (funding lestedsvn are from the Governor’s
budget):

* MH AHFC Beneficiary and Special Needs Housing (ED 99) $1.8 million
¢ MH Home Modification and Upgrades to Retain Housing (ED 99) $1.1 million
* MH Coordinated Transportation and Vehicles (ED 99) $1.1 million
* MH Housing, Pre-Development, Anchorage Assets Building $500.0
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Agency Narratives and Funding Summaries
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Department of Administration

All Dollars in Thousands

(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $96,038.4
FY10 Fiscal Notes -
CarryForward 1,700.9
Special Appropriations -
Agency Transfers (9.7)
10 Contractual Salary Adjustments (13.6)
Misc Adjustments -
Vetoes (200.0)
FY10 Management Plan (GF only) $97,516.0 $1,477.6 1.5%
One-time ltems removed (1,943.1)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 420.6
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $95,993.5 ($1,522.5) -1.6%
[FY11 Governor's GF Increments/Decrements/Fund Changes 1,412.1
FY11 [Governor's Request (GF only) $97,405.6 $1,412.1 1.5%
v
, Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's |Baseto FY11
Base Budget |Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $1,412.1
Office of Administrative Hearings 419.1 431.4 12.3 5
Office of the Commissioner 345.0 352.7 7.7 5
Administrative Services 58.0 59.9 1.9 5
Personnel 1,045.4 1,046.4 1.0 5
Lease Administration 58.1 59.3 1.2 5
Elected Public Officers Retirement System Benefits 1,898.1 2,498.1 600.0 2
Enterprise Technology Services 1,237.2 1,241.4 4.2 5
Alaska Oil and Gas Conservation Commission 5,550.6 6,701.5 1,150.9 1
Office of Public Advocacy 20,310.0 20,313.8 3.8 5
Violent Crimes Compensation Board 1,587.6 1,885.5 297.9 3
Motor Vehicles 15,259.3 14,590.5 (668.8) 4
Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 194,334.3 197,471.4 3,137.1
Federal Funds (all allocations) 2,783.6 3,433.6 650.0
Total Non-General Funds (all allocations) $197,117.9 $200,905.0 $3,787.1
1
Position Changes (From FY10 Management Plan to Gov) 1,124 1,119 (5)
PFT 1,070 1,069 (1)
PPT 20 18 2)
Temp 34 32 (2)
, . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 1,300.0 - 1,300.0
Maintenance and Repairs 7,250.0 - 7,250.0
Remodel, Reconstruction and Upgrades - - -
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology 16,725.0 - 16,725.0
Other - - -
TOTAL CAPITAL $25,275.0 $0.0 $25,275.0

Page 74




Legislative Fiscal Analyst's Overview of the Goven's FY2011 Request

Department of Administration

The mission of the Department of Administration (DOA) is to providesistent and efficient
support services to state agencies so that they may bertterAaskans. DOA establishes policies
and coordinates services among departments and provides stdeawligiship and policy direction
in the following areas:

» finance and accounting;

e payroll;

» information technology;

« human resources;

« |abor relations;

* procurement, including final administrative decisions on statewide proentem
appeals;

» facility leasing and management;

- risk management; and

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

Direct public services are provided through the Division of Mdtehicles which collects revenues
from vehicle titling and registration and driver licensing;légal and advocacy services through
the Public Defender Agency and the Office of Public Advocacy; tanough the Office of
Administrative Hearings which provides for adjudication servidesa broad range of
administrative appeals and alternative dispute resolution ggese The Department also oversees
administrative functions of four independent boards and commissitres Ataska Public
Broadcasting Commission, the Alaska Public Offices Commissiom, Alaska Oil and Gas
Conservation Commission, and the Violent Crimes Compensation Board).

SIGNIFICANT ISSUES

The FY11 Department of Administration general fund operating budgetitted by the Governor
is $1,412.1 above the FY1l Adjusted Base [$1,783.0 Unrestricted General (WG&3/a
reduction of $370.9 Designated General Funds (DGF)]. Significantsisseehighlighted in the
notes below and correspond to the numbers in the last column on the precediighsetea

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

The AOGCC is tasked with independent evaluation of depletion plansgervoirs prior
to the start of major gas sales from the North Slope ofkAlasThe Commission is
required to rule upon offtake rates, timing, and depletion planghorfields being
developed before gas sales are approved. Although the AOGG©rhpketed a portion
of the significant reservoir evaluation studies that areeswry to accomplish these
tasks, an increment of $1,150,900 is requested in the Governor’s budgetipiete the
work.

Legislative Fiscal Analyst Commenifhe AOGCC typically uses regulatory fees to pay
for Commission activities. However, the depletion studies areregtjin advance of gas
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sales, so general funds have been used to pay for the studies S&ceTR¥ request is
part of the Governor's $10.5 million appropriation to a variety of ames for gas
pipeline development.

2. Elected Public Officers Retirement System (EPORS) @&hefits:

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

3. Violent Crimes Compensation Board (VCCB): $297.9 PD

Criminal Receipts (DGF). The Violent Crimes Compensation Board was
established to help mitigate financial losses that are thet dasult of violent crimes that
occur against Alaskans and visitors to Alaska. In additiom,Btbard helps to foster
victim advocacy services and promotes victim recovery. séaste is generally in the
form of payment for services, reimbursement of certain lossek fimancial help to
ensure the safety of Alaskan victims. Due to statewideactr programs, the number of
applicants has increased over the years, a trend that is expectednigecont

4. Motor Vehicles: (-$668.8 Receipt Supported Services) (DGFjJhe
Department anticipates a reduction of $668,800 in the Anchorage Benfen I€dise
that is scheduled for renewal in FY11. Terms of the initeddeincluded the cost of the
customization (build out) of the space to meet Division of M¥ftehicles’ needs. Those
terms provided that, in the case of a renewal, a lesser amount wollarged:

5. Salary Fund Source Changes: $32.1 UGF.The Governor's budget
proposes using general funds to replace a portion of other fundingesabat could be
used to pay for contractual health insurance increases for revedoemployees.
Although the overall amount is small, seven different allocatiare affected for a total
of $32,100 UGF (the switch occurs from Interagency Receipts ($27,9QD)the
Information Services Fund ($4,200)). As an alternative to thesedomae changes,
DOA could either 1) charge agencies for services and let argssary fund source
changes occur in the agencies or 2) absorb these persoviabseasosts within the
individual allocation vacancy factors.

ORGANIZATIONAL CHANGES

In FY11, the following structural changes are reflected in @Gwvernor's Department of
Administration budget:

e The State Travel Office allocation within Centralized Adisirative Services is re-
named E-Travel. This program has been established asatteyed travel program
serving the State of Alaska Executive Branch, including empikymembers of
boards and commissions, inmates, witnesses, and other individualsatiel on
official state business; and

* The Enterprise Technology Services appropriation, which had cahsisi single
allocation, has split into three allocations for management andrigaplirposes:

0 State of Alaska Telecommunications System;
o Alaska Land Mobile Radio; and
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o Enterprise Technology Services.

CAPITAL REQUEST

The Governor's FY11 Department of Administration capital buddatst&25.3 million. Included
in the general fund category is $7.9 million UGF and $8.5 million Re&ipported Services
(RSS) (Designated GF), divided into the following projects:

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

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

* $50,000 UGF — Alaska Rural Communications Service (ARCS) DiGitaiversion
Planning to meet FCC mandated standards for all low powerdigle\services and
expand public service to residents in bush Alaska; and

+ $7,250,000 UGF - Statewide Deferred Maintenance Projects nthriagethe
Department of Administration for Public Building Fund and non-Publiddig
Fund facilities as well as projects for the State @fskh Telecommunication System
infrastructure.

The capital request presented by the Governor also includes $8.9 million in non-GEprofe

most significant of those non-GF projects is $3.7 million (Infion Services Fund) for
Enterprise Technology Services infrastructure upgrades and sufjastproject contributes to
the Division’s core service of providing business management iodmiation technology
support to all state agencies and to citizens accessing stateserv

Legislative Fiscal Analyst CommentA large project—replacement of the state’s payroll and
accounting software—is significant in its absence. In FY10D#martment requested (but did
not receive) $76 million to work toward replacing legacy administragiygems, primarily the
statewide accounting system (AKSAS) and payroll system (AKHA¥)continued operation of
these systems is threatened by their age and the antiquatedreofinguages in which they are
written. The legislature previously appropriated $41 million fas timassive project, which is
projected to take at least six more years to complete and to eequany more millions of
dollars.

Legislative Fiscal Analyst Comment:As in previous years, direct appropriations for costs
associated with public employees’ retirement systems areegstgd from the Department’s
budget in order to avoid overstating the Department of Administratlmrdget. A total of $357.6
million in direct appropriations for retirement include:

(@) $190,850.3 GF for the teachers’ retirement systdafined benefit plan account;

(b) $165,841.2 GF for the public employees’ retirement syswefined benefit plan
account;

(c) $84.2 GF for the Department of Military and Veterans’ Affai’sK National Guard
and Alaska Naval Militiadefined benefit plan account; and

(d) $7889 GF for the judicial retirement systemefined benefit plan account.
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Department of Commerce, Community, and Economic Dev  elopment
All Dollars in Thousands
(GFE Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $97,592.4
FY10 Fiscal Notes 98.0
CarryForward -
Special Appropriations 5,500.0
Agency Transfers 12.7
10 Contractual Salary Adjustments -
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $103,203.1 $5,610.7 5.7%
One-time Items removed (91.0)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 196.5
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $103,308.6 $105.5 0.1%
|FY11 Governor's GF Increments/Decrements/Fund Changes 437.2
FY11|Governor's Request (GF only) $103,745.8 $437.2 0.4%
v
FY11 Governor's Increments, Decrements and Fund Change_from
Changes . FY11 FY11 Adj Base
FY11 Adjusted | Governor's to FY11
Base Budget |Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $437.2
Community and Regional Affairs 6,171.5 6,612.4 440.9 3
Office of Economic Development 1,890.9 1,950.8 59.9
AEA Power Cost Equalization 37,660.0 36,300.0 (1,360.0) 2
Alaska Seafood Marketing Institute 12,212.2 13,212.2 1,000.0 1
Banking and Securities 3,110.3 3,264.3 154.0 4
Community Development Quota Program 57.6 - (57.6)
Insurance Operations 6,491.3 6,691.3 200.0 5
Change from
FY11 Adj Base
Non-General Fund Agency Summary FY11 0 FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 25,866.6 31,001.0 5,134.4
Federal Funds (all allocations) 64,110.5 66,052.6 1,942.1 6
Total Non-General Funds (all allocations) $89,977.1 $ 97,053.6 $7,076.5
[
Position Changes (From FY10 Management Plan to Gov) 541 545 4
PFT 526 528 2
PPT 2 2 -
Temp 13 15 2
, . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 1,100.0 - 1,100.0
Maintenance and Repairs 250.0 - 250.0
Remodel, Reconstruction and Upgrades 26,160.0 16,000.0 42,160.0
New Construction and Land Acquisition 24,250.0 14,822.8 39,072.8
Equipment and Materials - - -
Information Systems and Technology 935.0 - 935.0
Other 5,941.0 6,625.0 12,566.0
TOTAL CAPITAL $58,636.0 $37,447.8 $96,083.8
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Department of Commerce, Community, and Economic
Development

The Department of Commerce, Community, and Economic Developme@EDCprovides a
wide range of development services to private businesses, aigiotacting the public by
regulating certain industries, and provides services to communitieDéajartment:

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

manages programs aimed at key economic sectors such &g @eeser generation,
tourism, aerospace, mining, and fishing;

participates in the marketing of Alaskan products and visitor titinsg

regulates banking, securities and corporations, insurance, ocrigatnd public
utilities;

provides services to local governments and unincorporated comesunitine form
of grants and direct technical assistance; and

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

SIGNIFICANT ISSUES

The FY11l Department of Commerce, Community, and Economic Develomeertal fund
operating budget submitted by the Governor is $437.2 above the FY@dtédiBase [$2,640.1
reductionof Unrestricted General Funds (UGF)/$3,077.3 increase of DestyGneral Funds
(DGP)]. Significant issues are highlighted in the notes belosv @rrespond to the numbers in
the last column on the preceding spreadsheet.

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

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

To mount a major sustainability campaign in Europeto combat the perception
that Alaska Seafood is not sustainable unless it has a éM8tawardship Council
(MSC) endorsement;

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

To access more federal funds for International marketingBecause the ability to
raise matching funds counts for 40% of the Federal Market AcBesgram’s
funding formula, Alaska has been less successful than other atadesessing the
full amount that could be available to it;
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» To offset the anticipated loss of revenue from industrfunds. ASMI expects a
drop of $1-2 million in industry funds (based on ex-vessel priceSYiL0 and FY11.
They plan to replace lost industry funds with UGF and useuth@sfin the domestic
market; and

» To take advantage of currently existing opportunities to capturemore of the
domestic marketdue to reduced Chilean imports resulting from farm disease.

2. Power Cost Equalization (PCE): $1.36 million UGF derement.
Although language in the operating budget bill appropriates gefiuaidd in the amount
necessary to pay for the PCE program, the Department retssedgenditure projections
downward due to the lower cost of fuel, fewer eligible grantaed,lower consumption
projections.

In addition, the amount available from the PCE Endowment for F¥ talculated to be
$23,834.4 (less $160.8 for the Department of Revenue management feek)jsndun
increase of $2,780.9 over the amount budgeted in FY10. Funds from the Endowment
replace UGF.

3.  Community and Regional Affairs: $440.9 million UGF.

* Local Government Assistance: $343.9 GF.This request funds three positions to
provide technical assistance to at-risk communities with ptpotabetween 25 and
2500. Currently, three staff cover 386 communities. According to épaudment, of
these 386 communities, 40% (or 153) are not meeting federallyegdquanagement
sustainability indicators. Non-compliance renders the communmniigdigible for state
financial assistance and places state and federal infrastruotestment at risk.

» Assistance with Alaska Native Claims Settlement Act (ANSA) 14(c) actions:
$97.0 GF.This funding will support a position to provide communities with land
management, site control verification, planning assistans#ces and management
of ANCSA 14(c)actions.

When ANCSA was passed in 1971, 95 unincorporated communities had a land
conveyance obligation to the State under section 14(c)(3). Over S@uwties still

have not completed the conveyance of land to the village cdiqgrota be held in

trust for a future municipality.

Site control and land status verifications are needed taetear title on village

corporation land. Lack of this verification can result in ldgaues and can hold up
capital grants disbursement. Other departments and entigpend upon the
Department’s verification actions to allow for the disbursetned capital grants and
to avoid legal complications resulting from unresolved land statussissue

4. Banking and Securities: $164.0 DGFAn increment of $164.0 is requested
to pay travel costs to conduct eight safety and soundness examinations and apglyoximat
68 compliance examinations on a 12-18 month cycle. In addition, this fundingaw
travel costs of recently hired examiners to receive slmaiatraining in areas such as:
Capital Adequacy, Asset Quality, Management Ability, Earningequacy, Liquidity
Management, Sensitivity to Market Risk, Operations, Inte@mitrols and Audit, and a
Compliance Reviewrhis is an increase of 84.3% in the travel line from FY10.

5. Insurance Operations: $200.0 DGFBy statute, Insurance must notify up to
37,000 licensees whenever there is change in rules, regulationscgrtpat may impact
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licensees. Print, mail and legal costs have increased by $80GWo years. This
increment is requested to help offset these rising costs.

6. Federal Program Funding for National Forest Receimg: $1.4

million Federal Receipts.The Department anticipates receiving and distributing
(to local governments) $17.1 million in National Forest Receifitss is an increase of
$1.4 million over FY10.

ORGANIZATIONAL CHANGES

There are no significant organizational changes.

CAPITAL REQUEST

DCCED'’s total capital budget is nearly $96nlllion—$37.4 million of which is federal money.

The budget consists of a diverse mix of grants and capitatgispjmost of which are more
clearly described apassing through DCCEDather thangoing to DCCED The pass-through

projects include rural power and transportation systemsmemity economic assistance, port
expansion and cruise ship industry enhancements. Projects requested by DEIGHED

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

* $326,000 of RSS to replace and consolidate many of Division of Commamity
Regional Affairs’ (DCRA) computer applications.

Legislative Fiscal Analyst CommenBecause DCRA does not generate receipts that
can be used to pay for various software applications, this funding sourcelig.itfva
the project is approved, the funding source should be replaced with general funds.
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Department of Corrections

All Dollars in Thousands

(GE Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $228,505.5
FY10 Fiscal Notes -
CarryForward 500.0
Special Appropriations -
Agency Transfers 600.0
10 Contractual Salary Adjustments (162.8)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $229,442.7 $937.2 0.4%
One-time Items removed (1,600.0)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 353
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $227,878.0 ($1,564.7) -0.7%
FY11 Governor's GF Increments/Decrements/Fund Changes 2,600.8
FY11|Governor's Request (GF only) $230,478.8 $2,600.8 1.1%
\ Change from
FY11 Governor's Increments, Decrements and Fund EY11 FY11 Adj
Changes FY11 Adjusted | Governor's |Baseto FY11
Base Budget |Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $2,600.8
Offender Habilitation Programs 1,142.2 1,292.2 150.0 1d
Wildwood Correctional Center 11,744.6 12,995.4 1,250.8 la
Community Jails 6,115.4 6,415.4 300.0 lc
Community Residential Centers 19,377.9 20,277.9 900.0 1b
Inmate Health Care (fund source change) - - 0.0 2
Change from
FY11 Adj
Non-General Fund Agency Summary EFY11 Base to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 16,174.5 16,548.5 374.0
Federal Funds (all allocations) 3,003.4 3,003.4 0.0
Total Non-General Funds (all allocations) $19,177.9 $19,551.9 $374.0
Po;ition Changes (From FY10 Management Plan to Gov) 1,511 1,511 0
PFT 1,510 1,509 1
PPT 1 2 (&)
Temp - - 0
Governor's Capital Request (Sé;a:ti gﬂif) FFeudn%r:I Total See Note:
Planning and Research - - -
Maintenance and Repairs 6,500.0 - 6,500.0
Remodel, Reconstruction and Upgrades 450.0 - 450.0
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $6,950.0 $0.0 $6,950.0
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Department of Corrections

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

* provides secure confinement;
» provides reformative programs; and

* provides supervised re-entry.

SIGNIFICANT ISSUES

The FY11 Department of Corrections general fund operating budgsulasitted by the

Governor is $2,600.8 above the FY11l Adjusted Base [$3,452.3 UnrestrictedalGEuneds

(UGF)/a reduction of $851.5 Designated General Funds (DGF)]. nifisant issues are
highlighted in the notes below and correspond to the numbers lgstheolumn on the preceding
spreadsheet.

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

a) Wildwood Correctional Center: $1,250.8 GF ($1,242.8 UGF, $8.0 RSS (DGF)).
In FY09, the Wildwood Correctional Center received an incremmie$il.115 million
to convert and operate two existing buildings that could house &hdeffs.
However, due to delays from unforeseen construction problemsaflyimasbestos
abatement), the legislature reduced the operating funding request in FY10.

With construction now completed, this increment provides thduntding needed to
cover FY11 operating costs.

b) Community Residential Centers (CRC): $900.0 UGFThis increment includes:

0 $500.0 UGFto fully fund the addition of 43 regular beds for which the
Department began contracting in FY09. This request, combinbdiveit$719.2
UGF increase the Department received in FY10, will meet fthle costs
associated with these additional beds and reduce the Departmenmtser of
“hard bed” placements.

0 $400.0 UGF for an annual 2% Consumer Price Index (CPI) rate increase
included in the professional services contracts with fifi¢he six department
CRC providers.

¢) Community Jails: $300.0 UGF. The City of Kodiak is in the process of opening a
new facility to house the City's police department and jaile Do the staggered
completion dates of these two units, the Department is requesting onestidivegfto
keep the old facility operational until the new jail comes on line ity €af11.
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d) Offender Habilitation Programs: $150.0 UGE During FY08, the Department of
Corrections began a construction apprenticeship program in cadojuneith the
Department of Labor at the Palmer Correctional Center (PCI@3. request will
allow the program to expand to other institutions, primarily théviatkenzie Work
Farm and the Wildwood Correctional Center.

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

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

The requested fund change replaces the Department’s portion afdhation with UGF
(as anticipated by the Legislative Finance Division) in order totaiaiservices.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

The Agency’s $6.9 million UGF capital budget is comprised prigafia $6.5 million proposal
for deferred maintenance projects. The majority of the 117 state-ownedhgsiilde Department
is charged with maintaining are over 20 years old, and 20% are 3f¥ years old. This
appropriation will fund the most urgent safety, environmentaltyutiifrastructure, security and
projects in the Department.

The Department’s other two capital projects include:
» Anchorage Correctional Complex Renovation and RemodeiBg).0 UGF
+ Community Jails Repairs, Renovations, and Equipn$it0.0 UGF
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Department of Education and Early Development
All Dollars in Thousands
(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) 41,122,670.9
FY10 Fiscal Notes 1,314.3
CarryForward -
Special Appropriations -
Agency Transfers 57.2
10 Contractual Salary Adjustments (12.0)
Misc Adjustments 4,845.4
Vetoes -
FY10 Management Plan (GF only) p1,128,875.8 $6,204.9 0.6%
One-time Items removed (2,257.2)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 29.1
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) H1,126,647.7 ($2,228.1) -0.2%
[FY11 Governor's GF Increments/Decrements/Fund Changes 58,440.8
FY11|Governor's Request (GF only) $1,185,088.5 $58,440.8 5.2%
v
, Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's |Baseto FY1l
Base Budget Request (GF | Governor's
(GF Only) only) Request See Note:
Allocation $58,440.8
Foundation Program 1,010,509.3 1,065,847.4 55,338.1 1,2
Pupil Transportation 61,149.7 63,839.2 2,689.5 1
Special Schools 3,127.5 3,303.0 175.5 6
Alaska Challenge Youth Academy 6,429.1 5,826.8 (602.3) 8
Executive Administration 2,142.3 2,434.0 291.7 4
Student and School Achievement 8,965.6 9,003.9 38.3 7
Early Learning Coordination 7,599.7 7,799.7 200.0 5
WWAMI Medical Education 2,654.8 2,964.8 310.0 3
Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 20,786.5 21,146.1 359.6
Federal Funds (all allocations) 214,960.3 279,380.3 64,420.0
Total Non-General Funds (all allocations) $235,746.8 $300,526.4 $64,779.6
|
Position Changes (From FY10 Management Plan to Gov) 350 350 0
PFT 332 334 2 4
PPT 15 13 2)
Temp 3 3 -
State Funds Federal
Governor's Capital Request Total
s q (GE + Other) Funds See Note:
Planning and Research - - -
Maintenance and Repairs 1,934.2 - 1,934.2
Remodel, Reconstruction and Upgrades 24,536.4 - 24,536.4
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $26,470.6 $0.0 $26,470.6
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Department of Education and Early Development

The Department of Education and Early Development (DEED) is ¢dethto ensuring quality
standards-based instruction to improve academic achievement faidaiht®. The Department is
responsible for funding and regulating the state’s K-12 schoolgelsis administering school
debt reimbursement and grants for school construction/majorenamte. Core services include
the following:

e provide and evaluate a Comprehensive Student and School Standssdssment
and Accountability System for all students and schools in Aldkkt is based on
student, school, educator, and culturally responsive standards andérsiatederal
requirements;

e provide and support standards-based professional development and meiaioring
Alaska’s educators to ensure high quality and student achievement;

e provide a statewide program to ensure all students have the fiomadiagkills
required for a successful transition to college and/or the workféerehégh school;

» secure and award state, federal, and private educational fuledsahool districts
and other educational organizations to result in higher student achieyament

* provide high quality data to school districts and stakeholders thrilveguse of the
Alaska Statewide Longitudinal Data System.

The Department also houses Commissions and Boards (includingrdafessional Teaching
Practices Commission, the Alaska State Council on the #uth the Alaska Postsecondary
Education Commission) and is responsible for Mt. Edgecumbe BoardimgplSEED State
Facilities Maintenance, and Alaska Library and Museums.

SIGNIFICANT ISSUES

The FY11 Department of Education and Early Development general fundtiogebudget
submitted by the Governor is $58,440.8 above the FY11 Adjusted Base3&&0nrestricted
General Funds (UGF)/a reduction of $2,198.7 Designated General R@#&3].( This General
Funds (GF) change is due primarily to statutory adjustmertbetBoundation Program, but also
incorporates six increments and two decrements.

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

1. K-12 Education Formula Funding. Because education funding changes are
likely to come through legislation rather than subcommeiet®n, the discussion here is
brief and general. The statutory formula requires $1,065,847.4 of UGF for thd&fiomn
Program and $63,839.2 for Pupil Transportation. Total funding for K-12 Support
programs is increasing by $58.2 million over FY10.

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

» increased the Base Student Allocation (BSA) by $100/studentiye&iy09, FY10,
and FY11,
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» increased the geographic differential paid to school disthigtis high operating
costs; and

* increased the amount paid to school districts for approxima@g0 intensive-needs
students who experience health conditions and disabilities iregjdiaily monitoring
and assistance with their school day activities.

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

Section 21(t) of the Governor’s operating budget bill appropriates $1.13hBiim the
general fund to the Public Education Fund (PEF). That amourd jgrtfected need for
K-12 formula funding for the Foundation Program and Pupil TransportidioRY12,
and is about $14.4 million more than the projected need for FY11.

Legislative Fiscal Analyst CommenUnder the concept of forward funding, the amount
appropriated in a given year is the amount projected to be needed fiolltheing year.
FY10 budget bills contained appropriations of $1.1 billion from the Constitali
Budget Reserve Fund (CBRF) to cover education costs in FY11, bsupgeenajority
votes required to transfer funds from the CBRF failed. The supmitpasote failure
does not affect K-12 funding in FY10 (because the PEF containedenifficoney to
fund the formula in FY10), but it left the PEF without the $1.10billexpected to be
required for K-12 education in FY11l. A return to forward funding would require an
appropriation of FY11 costs in addition to the FY12 costs that are includete
Governor’s operating bill. The Governor has indicated that he intends to retipee$l.1
billion for FY11 in a supplemental bill.

2.  Age-4 Pre-KindergartenProgram: $2,000.0 UGF. This request is for
the second year of program implementation for an Alaska pre-giaden program.
According to the Department, this preschool program provides a waojunt
comprehensive, half-day for four-year olds and early five-year blised on the
standards set forth in the Alaska Early Learning Guidelifasticipating school districts
are funded through a competitive grant process. It is arttcifhat the preschools will
serve 500 children statewide and that, eventually, this prejéqrovide the framework
and guidance for the creation of local programs in a varietybainy rural, and remote
sites.

Legislative Fiscal Analyst Commentn FY10, the legislature approved $2 million as
one-time funding for an Age 4 Pre-K Pilot Program. For FY11, the Deyant requests
that this amount be added to its base budget.

3.  WWAMI Medical Education Contract Increase: $310.0 UG-.
This increment is required for implementation of the expanded gmmognder Alaska’'s
contract with the University of Washington School of Medicin&/&M). Inthe spring
of 2007, the Alaska WWAMI program expanded class size from 10 to 2@ning
students per year (Ch. 5, SLAO7, AS 14.42.030(d)). The basis for the funding structure is
determined by a partnership contract between the UWSM, the Unyvefdlaska, and
the State of Alaska. Students attend a year of trainitigeafnchorage campus of the
University of Alaska before attending the UWSM in Seatiféashington. The
Postsecondary Education Commission acts as the state’s dipeal and administers
WWAMI participants’ services agreements/loans. Funds ard fgeeducation and
administrative costs for second, third and fourth year stsdevhich average over
$40,000 per student per year. In addition, the program provides suppcinmifal sites
in Alaska. WWAMI program administration and community clinical wosts run about
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$300,000 per year. Since the inception of the program in 1971, apprdyimate
students have been enrolled in this program, which to date has a 95% graduation rat

4. Executive Administration Specialists for Math, Sciace, and

Reading: $291.7 UGF.The Executive Administration allocation includes a
request for additional funds ($291.7 UGF) aimed at improving schoaictlistipport
services. According to the Department, three permanentjmadljpositions (Education
Specialist Il (Range 21)) will be added as content spesidiis math, science, and
reading. Each content specialist will work with schootriits to help them align their
curriculum to Alaska Grade Level Expectations in readinghpand science. They will
also serve as a resource for the State System of Supportated their Technical
Assistance Coaches. These specialists will collect, remorti analyze student
performance data, serve on advisory committees, search @mtipbgrants, and review
methodology for increasing student achievement.

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

6. Special Schools — Additional Transportation Service School for

the Deaf: $180.0 UGF. Under agreements with the Department of Education and
Early Development, the Anchorage School District has operateAlds&a School for

the Deaf for many years. The program is operated in thfésedit schools in the
Anchorage area—Russian Jack Elementary, Hanshew Middle ScindoEast High
School. Additional funding is needed in FY11 to provide transportatioiices from
Mat-Su to the program schools.

7. Student and School Achievement Technical and Vocamal

Education Program Funding (TVEP): $38.3 TVEP Receipts

(DGF). The increase in TVEP funding matches revenue projections fol..F¥his
increment request supports a grant to the Galena SchoolcDesttimated at $416,200
for FY1l. Funding is used to build up a prepared resident woekfitiough early
career education. By integrating both vocational and traditiacatiemic education,
students are prepared for development of occupational skélseas such as automotive,
food services, child care, and cosmetology.

8.  Alaska Challenge Youth Academy (ACYA) — Formula Dexase:

($602.3) UGFThe academy is operated by the Department of Military anerafies
Affairs (DMVA) and is funded through a Reimbursable Servitsgeeement with DEED

in accordance with AS 14.30.740. The total FY11 general fund budget for the ACYA will
be $5,826,800. This amount reflects a decrease in FY11 of $602,292 andilstedic
using the student base allocation amount of $5,680. Given the fadtetia¢partment of
Military and Veterans Affairs federal grant is more thaas initially anticipated, the
department reduced its request for state aid.

Legislative Fiscal Analyst CommeniThe legislature may wish to revisit this formula
program. The current statutory program support formula provides seves the base
student allocation for ACYA residential students plus a smaller nadergsamount.
The legislature may wish to consider a direct appropriation to DMASADEED has no
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legal responsibility for the ACYA and, therefore, should notaacta pass-through
agency.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

In addition to school district major maintenance grantsitga$24.8 million, the Department of
Education and Early Development’'s FY11l capital budget includes $1.7omiliGF for
continued work on deferred maintenance and construction projemts the overall Mt.
Edgecumbe High School capital project plan. Specific projaetdatermined by an annual
review including verification that the school is performingintenance and operation tasks in
accordance with the requirements of AS 14.11.011.

Legislative Fiscal Analyst Comment:The school debt reimbursement program is shown in a
separate section of this overview that addresses debt obligatientafde on page 54).
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Department of Environmental Conservation

All Dollars in Thousands

(GE Only) Change % Change See Note:
FY10 Conference Committee (GF Only) $42,154.3
FY10 Fiscal Notes -
CarryForward -
Special Appropriations -
Agency Transfers 37.8
10 Contractual Salary Adjustments (7.2)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $42,184.9 $30.6 0.1%
One-time Items removed (37.8)
Transfers between Agencies (nets zero statewide) -
FY10 Contractual Salary and Health Increases 13.4
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $42,160.5 ($24.4) -0.1%
FY11 Governor's GF Increments/Decrements/Fund Changes 901.0
FY11 [Governor's Request (GF only) $43,061.5 $901.0 2.1%
v Change from
FY11 Governor's Increments, Decrements and Fund Fy11 FY11 2dj Base
Changes FY11 Adjusted | Governor's to FY11
Base Budget |Request (GF Governor's
(GF Only) only) Request See Note:
Allocation $901.0
Commissioner's Office 427.3 427.8 0.5
Laboratory Services 1,596.8 1,856.8 260.0 2
Drinking Water 1,863.7 2,163.7 300.0 1
Solid Waste Management 1,735.5 1,888.5 153.0 4
Air Quality 2,883.8 3,033.8 150.0 3
Facility Construction 1,101.4 1,138.9 375 5
Change from
FY11 Adj Base
Non-General Fund Agency Summary FY11 to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 10,262.4 10,260.7 1.7)
Federal Funds (all allocations) 21,5715 22,2245 653.0 1,5
Total Non-General Funds (all allocations) $31,833.9 $ 32,485.2 $651.3
Pos‘ition Changes (From FY10 Management Plan to Gov) 541 547 6
PFT 532 538 6 1,3
PPT 2 2 -
Temp 7 7 -
Governor's Capital Request (SGtT:ti 'Z;EZT) FFeudnter\I Total See Note:
Planning and Research 573.9 10,671.8 11,245.7
Maintenance and Repairs 3,200.0 - 3,200.0
Remodel, Reconstruction and Upgrades 21,617.6 12,663.6 34,281.2
New Construction and Land Acquisition 10,997.9 15,614.7 26,612.6
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $36,389.4 $38,950.1 $75,339.5
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Department of Environmental Conservation

The Department of Environmental Conservation (DEC) is respensil protecting human
health and the environment. This agency provides the following core service

» develop and enforce standards for protection of the environment;

» provide controls and enforcement for the prevention and abatementlufomoto
the environment; and

* provide controls and enforcement to protect citizens from unsafe sanitaiggwact

SIGNIFICANT ISSUES

The FY11 Department of Environmental Conservation general funétopmebudget submitted
by the Governor is $901.0 GF above the FY11l Adjusted Base [$748.0trigteesGeneral
Funds (UGF)/$153.0 Designated General Funds (DGF)]. Signifissurts are highlighted in the
notes below and correspond to the numbers in the last column on the precedighsetea

1. Environmental Protection Agency (EPA) Drinking Water Rule
Implementation: $300.0 General Fund Match (UGF)/ $80.0

Federal Receipts.The Alaska Drinking Water program is requesting funding for
the adoption and implementation of three EPA rules (finaliz&2D06) which the State
must adopt by the end of 2010. If these rules are not adopted, the iERAveoke
approvals already given and withdraw primacy. Five new permémigtitne positions
are needed to conduct the implementation, monitoring, reporting, anmdeamént work
associated with these rules as well as the 1,600 sanitarysuhat must be completed
on a three-year cycle.

2. Public Health Equipment Maintenance and Service Camact

Shortfalls: $260.0 General Fund (UGF).The Environmental Health
Laboratory provides testing for a variety of environmentalmahi food, and water
sources. Maintenance contracts for annual equipment calibratiéediral certification

and licensing have increased by $260.0. The Department indicatetalibeatory

services could cease if equipment were to break down withmatirienance contract in
place.

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

the Department to add one new permanent full-time position tdk wadth the
Environmental Protection Agency in processing up to three unique aneco®CS air
quality permits anticipated during FY11l. OCS federal permittieguires continual
coordination between the EPA, the Department and industry repressntaApproval
of this increment will provide funds needed for state compliance.

4.  Toxicology Specialty Contracting: $153.0 Receipt Upported

Services (DGF). This increment funds professional services contracts with
toxicologists to evaluate environmental fate and transport andpdeftention and to
study issues raised by the EPA and the public during evaluatiopsstitide spray
proposals. The funding for this increment will come from redisinafees assessed by
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the Department on pesticide manufacturers outside of Alasklhegoproducts can be
sold in Alaska.

5. Remote Maintenance Worker Program: $112.5 Federal &eipts/

$37.5 General Fund Match (UGF). The Department is requesting general
funds to match federal funds available to the Remote Maimnten&Vorker program.
Grant funds will be distributed to seven regional health catfmors that provide Remote
Maintenance Workers (RMWSs) to supply operations and maintenanpport and
emergency response services for public water and sewermsysté has been
demonstrated that the routine and regular on-site presence dRMNWEs prevents
catastrophic failures and helps sustain the water and wasteinfrastructure in rural
Alaska.

ORGANIZATIONAL CHANGES

In FY11, the only structural change in the Department of Enviratahé€onservation is an
allocation name change from Information and Administrative 8esvio Administrative Services
within the Administration appropriation.

CAPITAL REQUEST

The agency’s $75.3 million capital budget, of which $35.9 is GF, includes towifad:
* $48.5 million for Village Safe Water and Wastewater Infrastructuogeéts;
+  $23.2 million for Municipal Water, Sewage, and Solid Waste Facilitieat§ra
e $3 million for Statewide Contaminated Sites Cleanup;

e $450.0 for Environmental Monitoring and Assessment of Surface Waters (EMAP);
and

* $200.0 for Environmental Health Lab Deferred Maintenance.
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Department of Fish and Game

All Dollars in Thousands

(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $68,724.6
FY10 Fiscal Notes -
CarryForward -
Special Appropriations -
Agency Transfers 7.7
10 Contractual Salary Adjustments (2.5)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $68,799.8 $75.2 0.1%
One-time Items removed (77.7)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 89.5
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $68,811.6 $11.8 0.0%
FY11 Governor's GF Increments/Decrements/Fund Changes 816.6
FY11 [Governor's Request (GF only) $69,628.2 $816.6 1.2%
v
Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's |[Base to FY11
Base Budget |[Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $816.6
Commercial Fisheries 42,926.8 43,056.8 130.0 3
Wildlife Conservation 4,896.4 5,383.0 486.6 2
State Subsistence 2,000.1 2,200.1 200.0
Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 55,584.5 58,147.5 2,563.0
Federal Funds (all allocations) 56,838.9 60,783.9 3,945.0 1
Total Non-General Funds (all allocations) $112,423.4 $118,931.4 $6,508.0
Position Changes (From FY10 Management Plan to Gov) 1,737 1,737 0
PFT 912 912 -
PPT 760 760 -
Temp 65 65 -
Governor's Capital Request (Setiti 'gjt?]i?) FFeudne(;'sl Total See Note:
Planning and Research 1,930.0 15,825.0 17,755.0
Maintenance and Repairs 700.0 - 700.0
Remodel, Reconstruction and Upgrades 1,150.0 - 1,150.0
New Construction and Land Acquisition 1,625.0 2,325.0 3,950.0
Equipment and Materials - - -
Information Systems and Technology 250.0 - 250.0
Other - 7,500.0 7,500.0
TOTAL CAPITAL $5,655.0 $25,650.0 $31,305.0
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Department of Fish and Game

The Department of Fish and Game (ADF&G) is charged witheptioig and improving the fish,
game, and aquatic plant resources of the state, and managingstheind development in the
best interests of the economy and the people of the statésteahsvith the sustained yield
principle.

Core Services
» Provide opportunity to utilize fish and wildlife resources;
» Ensure sustainable and harvestable surplus of fish and wildlife respurc
* Provide information to all customers;
* Involve the public in management of fish and wildlife resources; and
» Protect the state's sovereignty to manage fish and wildlife resources
Goals:
» Optimize habitats and economic benefits from fish and wildlife ressurce
»  Optimize public participation in fish and wildlife pursuits; and

* Increase public knowledge and confidence about management of fish and wildlife

SIGNIFICANT ISSUES

The FY11 Department of Fish & Game general fund operating budgettsdby the Governor
is $67,628.2. This is $816.6 above the FY11 Adjusted Base. The fajjowites correspond to
the numbers in the last column of the preceding spreadsheet:

1.  Wildlife Conservation: $3.5 million Federal Funds. An increment of
$3.5 million is requested to expand field research and wildéifeufation surveys and to
replace funding from two FYO7 and FYO8 general fund capital apprmmsathat have
been used to fund operating projects for the division. The capipmbpriations totaled
$3.6 million and will be 85% expended by the end of FY10. According ¢o th
Department, the increased effort by regional biologists dwermpast two years can be
maintained in FY11 if this increment is approved.

Legislative Fiscal Analyst Commentederal excise taxes on firearms and ammunition
are distributed annually to states for propagation and management offevildiecause
national sales of firearms and ammunition increased dramatically dun@gast twelve
months, the Department has received anecdotal information regardingtipbteceipt

of an additional $5 to $7 million from the federal Pittman-Robertson \iél&estoration
Trust Fund during the next two years (FY11 and FY12). More consenesivnates of
future apportionments from the Trust Fund published by the U.S. Fishdéif§\VService

in January 2009 are depicted in the table below.

Until FY06, Wildlife Conservation was funded primarily from fedéuads and the Fish

& Game Fund. Increased program emphasis on intensive management fieldowork
address declining moose and caribou populations along with declining Fish & Game
Fund revenue from non-resident licenses and tags resulted in redoesEF. Since
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FYO06, general funds have increased from $1.3 million (4% of the budg8)2anillion
(15% of the budget).

Based on published revenue estimates, the increment requedtes] Dgpartment may
be unsustainable unless the sale of ammo and firearms stays awatedllevel. If sales
return to historical levels, another funding source may be neededittamaexpanded
services requested in the Governor’s budget, or services may have tadiedur

Alaska's Pittman/Robertson Fund (PR) Fund Apportion ment (1) & (2) Authorized Gov's Req Projected (3)
SFY10 SFY11 SFY12 SFY13 SFY14 SFY15
Current Year Pittman Robertson Revenue 14,243.0 15,279.6 14,427.8 13,617.6 12,807.5 11,997.3
PR funding remaining from previous year 1,975.8 4,646.5 4,853.8 4,209.3 2,754.6 489.8
Total Available PR Revenue 16,218.8 19,926.1 19,281.6 17,826.9 15,562.1 12,487.1
Projected Expenditures 11,572.3] 15,072.3] 15,072.3 15,072.3 15,072.3 15,072.3]
Revenue less Expenditures (4) 4,646.5 4,853.8 4,209.3 | 2,754.6 489.8 | (2,585.2)

2

)
)
(3)
)

(1) ADF&G uses the prior year FFY apportionment for the following state fiscal year.

Projected apportionments based on USFWS table for SFY11-13. Amount for apportionments times 4.2%. Example; 363,800 x 5% from FFY10, planned for
ADF&G use in FY11.

Projected expenditure authorization for FY11 based on Governor's FY11 Budget Request. SFY 12 & 13 projected at FY11 level.

Numbers noted as "Revenue less Expenditures” continue to be available to ADF&G as each apportionment has two years to be obligated.

2.
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Wildlife Conservation: $486.6 (UGF).wildiife conservation is requesting
two UGF increments for the following items:

e Intensive Predator Management: $250.0 UGFThis increment will fund focused
predator management for three game management units (GMUifiédeby the
Board of Game under the Intensive Management statute. Cogtscarft field
operations for predator control were between $100.0 and $125.0 viar #® three
week effort. Three operations are planned for FY11, each sietewy helicopter
support costs between $50.0 and $100.0.

» Endangered Species Act Listings Coordination: $236.6 UGF.This increment
allows the state to become more involved in aspects of theafeHadangered
Species Act (ESA) process. Once a decision is made to Bgeeies, the ESA
specifies that critical habitat must be designated. Makimpsignation requires
balancing biologic needs associated with species recagainst economic issues.
A recovery plan must be prepared that specifies recovery olgieciind research
needs.

Commercial Fisheries, Westward Region Fisheries Mgmt$130.0

(UGF). The Department is requesting replacement of federal retkgitare no longer
available for the Yukon River Chinook stock ID project. The project apgh@etic stock
identification to Chinook salmon fishery harvests by colleciind analyzing fish from
commercial, subsistence, and test fisheries throughout the reamstyukon River.
Samples from lower river commercial and/or test fisheries willriadyzed in-season.

The primary application of this information is to determine phoportion of Canadian-
origin Chinook salmon in fishery harvests in the U.S. watethefyukon River, which
has ramifications for the management of fisheries both itJtBe and Canada; there are
treaty-defined goals for passage of Chinook salmon into Canadhefumhowing the
abundance of Canadian-origin Chinook salmon in-season can improve manage
decisions made during the fishing season. These data are alst wswttruct brood
tables and make run size projections.
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Other Item of Interest: Use of Loan Funds The Department of Commerce,
Community, and Economic Development remains concerned about the Hombdalth of the
Commercial Fisheries Revolving Loan Fund (CFRLF), which the Deeat of Fish and Game
has used as a funding source for several years. Becausetiyastirates are linked to the prime
rate, and prime rate has fallen to an all-time low, fund inc@me decline. Continuing to
withdraw money from the loan fund for purposes not related to lendihgwentually limit the
ability to make loans. Subcommittees may wish to replace $1lidmif CFRLF receipts used
by the Department of Fish and Game with unrestricted generds.fusftowever, it should be
noted that the CFRLF has received $3.1 million in direct paymemts dssignments of Exxon
Valdez Oil Spill (EVOS) settlements and another $2.7 million is exgehte fiscal year.

Legislative Fiscal Analyst CommentBeginning in FY11, use of CFRLF receipts by the
Department will appear as general fund expenditures. The receipéts adeled to past budgets
precisely because they used to appear as “other funds.” PerhapshadWCFRLF receipts will
be counted as GF expenditures, a fund source change to unrestrictedl gemgs will be easier

to accomplish. If the CFRLF has a surplus balance now or in the futeedund should simply
transfer money to the general fund rather than have receiptsopppted for uses other than
those specified by statute.

ORGANIZATIONAL CHANGES

The Division of Commercial Fisheries has been consolidatedairgingle appropriation called
Commercial Fisheries. This means that SE Region, CentrabRedjiaska Yukon Kuskokwim

(AYK) Region, Westward Region, Headquarters and the Specig@dcallocations will no

longer be separately identified in the budget. According toDiapartment, this change will
significantly streamline administrative functions.

CAPITAL REQUEST

The Department of Fish and Game requested twelve capifatfraotaling about $31.3 million
($4.3 million UGF; $1.4 million Other Funds, and $25.7 million of Fed Rcpthe major
projects are highlighted below:

» Pacific Coastal Salmon Recovery Fund: $15.0 million Fed Rcpt§he Alaska
portion of the Pacific Coastal Salmon Recovery Fund (PCSRR)alesigpropriation
is estimated to be $15.0 million. Funding comes to the state theodMgemorandum
of Understanding in which the U.S. Department of Commerce rusig the Alaska
Department of Fish and Game as the program manager. This pregeks to
manage salmon populations for sustainability.

» Statewide Employee Housing Infrastructure Needs/Upgrades: $8%0UGF. This
funding is requested for specific housing projects to addredddpartment’s most
critical employee housing needs. Depending on the location and toaditions, the
Department will either construct and purchase pre-fabricated rtgpusiits, or
purchase and modify existing structures in various communities.

* Sport Fish Recreational Boating Access: $775.0 F&G Funds, $2.325llion Fed
Rcpts. This annual request authorizes the Division of Sport Fishomtinue to
construct and upgrade boating and sport fish access facititiesvile from funds
comprised of 75% federal assistance and 25% Fish and Game tatmdnsitch.
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Projects include boat launches, mooring floats, parking lotspoess, fish cleaning
facilities, and other facilities for recreational boaters.

* Facilities, Vessels, and Aircraft Maintenance, Repair and Ugrades: $700.0
UGF. This request provides funding for repair, maintenance and renovation
Department facilities statewide and vessel and aircrpflitend maintenance. This
is an annual ongoing request.

» Statewide Storage/Shop Facilities Upgrades: $700.0 UGFhis request provides
funding to upgrade/replace many of the Department’s old and detergoeaclosed
secure storage and similar facilities with new code ciampblnd low maintenance
types of structures.

 Endangered Species Act Listed Marine Mammals Research:$150.0
UGF/Match; $450.0 Fed RcptsThis project leverages federal grant opportunities to
conduct research that will expand the state’s knowledge badee dErtdangered
Species Act (ESA) listed marine mammals in Alaska to rensappropriate
implementation of the ESA with minimal burden on resource developmentiastivi

* Genetic Analysis: $750.0 UGFThis project funds continued studies using genetic
stock identification to identify the stock composition of Wées Alaska chum and
sockeye salmon fisheries. This is the second half of a redoies$1.5 million
submitted in FY10 and the Department contends that this fundingcisssary to
complete the project’s objectives.

» Kodiak Warehouse/Compound Upgrades: $450.0 UGF. This request funds
improvements to the design of the Department’'s Kodiak warehdtuséll allow
upgraded siding, garage doors, windows and other improvements.

The remainder of ADF&G’s request includes seven projedtding $791.0 in the areas of
software development, salmon assessment, and interagency cooperatia®esesour
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Office of the Governor

All Dollars in Thousands

(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $22,485.0
FY10 Fiscal Notes -
CarryForward 3,967.0
Special Appropriations -
Agency Transfers -
10 Contractual Salary Adjustments -
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $26,452.0 $3,967.0 17.6%
One-time Items removed (3,967.0)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 309.4
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $22,794.4 ($3,657.6) -13.8%
FY11 Governor's GF Increments/Decrements/Fund Changes 10,345.0
FY11 [Governor's Request (GF only) $33,139.4 $10,345.0 45.4%
v
Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's |Base to FY11
Base Budget |Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $10,345.0
AK Resources Marketing and Development - 6,500.0 6,500.0 1
Elections 3,285.0 7,130.0 3,845.0 2
Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 849.1 849.1 -
Federal Funds (all allocations) 189.9 189.9 -
Total Non-General Funds (all allocations) $1,039.0 $1 ,039.0 $0.0
Position Changes (From FY10 Management Plan to Gov) 179 208 29
PFT 156 156 -
PPT - - -
Temp 23 52 29
Governor's Capital Request (Scziti Fout?](i?) FFeudnedrgl Total See Note:
Planning and Research - - -
Maintenance and Repairs - - -
Remodel, Reconstruction and Upgrades - - -
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology 123.8 - 123.8
Other 1,1315 - 1,1315
TOTAL CAPITAL $1,255.3 $0.0 $1,255.3
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Office of the Governor

The Governor’s Office is responsible for the operation ofetkecutive branch of Alaska State
government, with fiscal and policy duties conferred by the kdaSonstitution and statutes. The
Governor also oversees the Alaska State Commission for Huights RRedistricting Planning,
the Office of Management and Budget, and the Division of Elections.

SIGNIFICANT ISSUES

The FY11 Office of the Governor general fund operating budget is $.0,240ve the FY11
Adjusted Base (all in Unrestricted General Funds (UGF)). This chamfyeito three Division of
Elections’ increments and one language section for In-Statgadll&as Pipeline Development.
Significant issues are highlighted in the notes below and pamesto the numbers in the last
column of the preceding spreadsheet.

1. Resource Marketing and Development In-State NaturalGas
Pipeline Development: $6.5 million AHCC (UGF).The Governor

requested an increment to continue work related to the developmenine$tate natural
gas pipeline. The increment addresses several projects:

*  $2.25 million for completion of the pipeline right-of-way permitting effort;

* $500.0 for completion of the cost-of-service cost estimate for dimel slone pipeline
project;

» $3.5 million to gather detailed engineering data which will becdraebasis for the
future detailed engineering design of the project; and

* $250.0 for preparation for the sale of the In-State pipelinet &8s future pipeline
company.

Legislative Fiscal Analyst Comment:Arguably, these requests might be more
appropriately placed in the Department of Natural Resources. Howmwaring them
from the Governor’s Office is unlikely to change what is done or the cosingfitlo

2. Elections: $3,845.0 (UGF). The Governor requested the following three
increments:

* $3,693.8 to conduct the statewide primary and general electionsidg@scithe
addition of 29 temporary positions);

» $77.2 for purchase of redistricting equipment to enable staffirtgaijorior to the
FY12 redistricting plan implementation; and

* $61.0 for increased annual costs of Regional Educational Attendaaee(REAA)
and Coastal Resource Service Area (CRSA) elections (piyntue to increased
postage rates and printing costs). A $13.0 increase for annualkloptian
maintenance is included in the transaction.

Legislative Fiscal Analyst Commenfhe requests associated with primary and general
elections are about 7% higher than a similar request for FYO9ietectThis amount is
consistent with salary and other cost increases since FYQ9.
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ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

The Governor's Office FY11 capital budget contains two projeslisted to the Division of
Elections.

* $1,131,500 (Election Fund)-Elections Reform under the Federal Help daméoie
Act (HAVA). The funds will be used to improve the administratmelections.
Funding includes $56.5 of general fund match.

* $123,800 (GF)-Division of Elections Technology Refresh. This project funds
replacement of personal computers and software updates.tPyagap indicates
the intent to schedule a similar project every four yeaomcurrent with each
gubernatorial term of office.
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Department of Health and Social Services

All Dollars in Thousands

(GF Only) Change % Change See Note:
FY10 Conference Committee (GF Only) $915,500.9
FY10 Fiscal Notes 28.0
CarryForward 40.0
Special Appropriations (15,855.0)
Agency Transfers 600.0
10 Contractual Salary Adjustments (214.7)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $900,099.2 ($15,401.7) -1.7%
One-time Items removed (3,298.5)
Transfers between Agencies (nets zero statewide) (305.0)
FY11 Contractual Salary and Health Increases 81.3 $0.0
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $896,577.0 ($3,522.2) -0.4%
|FY11 Governor's GF Increments/Decrements/Fund Changes 54,449.0
FY11|Governor's Request (GF only) $951,026.0 $54,449.0 6.1%
v
\ Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj Base
Changes FY11 Adjusted | Governor's to FY11
Base Budget |Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $54,449.0
Behavioral Health Medicaid Services 51,040.9 56,474.1 5,433.2 1
Behavioral Health Grants 26,698.1 28,991.4 2,293.3 3
Services for Severely Emotionally Disturbed Youth 11,245.2 12,345.2 1,100.0 7
Front Line Social Workers 25,016.9 26,872.2 1,855.3 4
Family Preservation 5,798.8 7,148.8 1,350.0 6
Adult Preventative Dental Medicaid Services (185.2) 2,873.2 2,688.0 1&2
Health Care Services/Medicaid Services 181,688.4 199,116.1 17,427.7 1
Senior Benefits Payment Program 19,623.5 20,473.5 850.0 9
Nursing 20,679.4 21,679.4 1,000.0 8
Senior and Disabilities Medicaid Services 131,803.9 144,987.6 13,183.7 1
Information Technology Services 6,426.2 7,901.2 1,475.0 5
All Other Increments 416,740.9 422,163.3 5,792.8
Change from
FY11 Adj Base
Non-General Fund Agency Summary EY11 t0 EY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 86,237.9 86,498.1 260.2
Federal Funds (all allocations) 1,073,022.4] 1,109,794.4 36,772.0 1
Total Non-General Funds (all allocations) $1,159,260 .3]| $1,196,292.5 $37,032.2
I
Position Changes (From FY10 Management Plan to Gov) 3,690 3,667 (23)
PFT 3,474 3,469 (5)
PPT 93 93 0
Temp 123 105 (18)
, . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research - - -
Maintenance and Repairs 8,000.0 20.0 8,020.0
Remodel, Reconstruction and Upgrades 10,930.0 - 10,930.0
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $18,930.0 $20.0 $18,950.0
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Department of Health and Social Services

The Department of Health and Social Services (DHSS) pronaotésprotects the health and
well-being of Alaskans through the following core services:

provide the highest quality of life in a safe home environmentlfter Alaskans and
veterans;

manage an integrated and comprehensive behavioral health systedndmasound
policy, effective practices, and open partnerships;

promote safe children and strong families;
manage health care coverage for Alaskans in need;

hold juvenile offenders accountable for their behavior, promoteséiety and
restoration of victims and communities, and assist offendershaid families in
developing skills to prevent crime;

provide self-sufficiency and basic living expenses to Alaskans in need;
protect and promote the health of Alaskans;

promote the independence of Alaskan seniors and persons with phgsgta
developmental disabilities; and

provide quality administrative services in support of the departmeistsom

SIGNIFICANT ISSUES

The FY11 Department of Health and Social Services’ generdldparating budget submitted by
the Governor is $54,449.0 above the FY11 Adjusted Base [$53,776.5 UredsBaneral Funds

(UGF)/$672.5 Designated General Funds (DGF)]. Significantssatehighlighted in the notes
below and correspond to the numbers in the last column on the preceding spteadshee

The largest general fund increases in this year's budget are for:

Medicaid growth—$36.2 million;

Behavioral Health Grants for alcohol, substance abuse, and mke#dih
treatment—$2.3 million; and

Family Preservation for settlement of a lawsuit (Curyand Ekwok tribes vs. State)
and foster parent training—$1.4 million GF.

A few general fund increases are attributable to decreastesléral and interagency receipts
(resulting in the need for general funds to replace lost funding in ordeinttamaervice levels):

Front Line Social Workers—the FY11 cost is $1.9 million in GF; and
Information Technology—the FY11 cost is $975.0 in GF.

1. Medicaid Growth: $36.2 million UGF. Medicaid growth-related increases
appear in the Behavioral Health (BH), Adult Preventative Deiedicaid Services,
Health Care Services (HCS), and Senior/Disabilities bdi appropriations. The
Department states that Medicaid cost increases are basestarical trends in spending,
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population, utilization, provider reimbursement rates, and fefiegicial participation.
The Department’'s Medicaid growth funding requests are included irfotlmaving
allocations:

Legislative Fiscal Analyst CommenBased on the FY11 increment for the Medicaid
Program, the legislature should not be surprised to see a suppldmamiing request
for Medicaid growth in FY10.

» Behavioral Health/Medicaid, $5.4 million UGF: This increment request is
intended to maintain behavioral health services for those pemsithsserious
behavioral health problems. The three types of services provid&Hedicaid
are inpatient psychiatric hospitals, residential psychiatedatment, and outpatient
behavioral health services. Behavioral health servi@gsgmajor role in the Bring-
the-Kids-Home initiative.

Approximately 12,000 clients (9% of all enrollees in Alaska’sdMaid program)
receive Medicaid services for serious behavioral health issues

* Health Care Services/Adult Preventative Dental Medicaid, $256.WGF: The
funding request is for maintaining restorative and preventatdrdal services for
Medicaid clients. The program provides most routine restoratiméaldeervices
including exams, cleanings, tooth restoration or extraction, and upper er fiolv
dentures. Approximately 7,336 adult clients received preventatiderestorative
dental services in FYQ09 through this program.

» Health Care Services/Medicaid, $17,330.2 UGFTo maintain the current level of
Medicaid core services, the Department is requesting fundipgytdor a projected
cost increase of 2.1% in FY11l. HCS/Medicaid Services cagrdgped into the
following areas:

o Direct Services are provided to the client and processed thritvegMedicaid
Management Information System (MMIS). The diverse mix ofisesvincludes
inpatient and outpatient hospital, physician, health and surgicalc,clini
prescription drugs, adult dental services, durable medical equipra@d
prosthetic devices, among others;

o Non-MMIS services payments for insurance premiums (Mediceoe)racts for
Medicaid operations, and supplemental payments to hospitals for udirsnde
uncompensated care (Disproportionate Share Hospital Program or DSH); and

0 Medicaid Financing Services for activities to maximize fedenadling.

The Health Care Services’ Medicaid allocation provided benfgfitepproximately
122,926 clients (6,374 more than FY08) at an annual cost of $4,665 pen pers
FYQ09 (latest data).

In FY09 the percentage of Medicaid benefits went to the faigvgroups in the
following percentages: 44.0% to children, 24.8% to disabled adults, 2&.4%ults,
5.8% to disabled children, and 4.0% to the elderly.

The State Children’s Health Insurance Program (SCHIP), opetiateugh Denali
KidCare, is also included in the Health Care Servicesid4gdl allocation. This
program provides health insurance coverage to uninsured children vamties
earn too much to qualify for Medicaid, but not enough to afford private caverag
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* Senior and Disabilities Services/Medicaid, $13,183.7 UGFEhe budget request is
to maintain the current level of institutional and home and contyrbased services
for older Alaskans, children who are developmentally disabled, anits adith
disabilities. Some clients receive care through one of tie’'s four Medicaid
Waiver programs that allow clients to be served in non-ingtitat, home and
community based settings rather than in institutions. Eligidats receive services
including nursing facility services, personal care services, hante community
based waiver services.

The Senior and Disability Services Medicaid allocation mledi benefits for
approximately 7,600 clients (200 more than in FY08) at an annual c&stl¢800

per person in FY09 ($2,600 more than FY08). In FYQ09, benefits went to the
following categories: 54.4% to disabled adults, 41.0% to eldefitss 4.0% to
disabled children, and the remaining 0.6% of benefits were tdlbdeetween adults
and children. Home and community based settings delay entrynimstaution and
typically save the state money.

Anticipated FMAP Fund Source Change Reversals—$3557
million UGF—were NOT Included in the Governor's Budget

Request. Federal reimbursement rates for Medicaid are set by theeGefdr
Medicare and Medicaid and are outside the control of staterrgneets. A state’s
Federal Medical Assistance Percentage (FMAP) ratesisthan the state's national rank
of per capita personal income, with a minimum rate of 50%. The amount ofl fiechels
each state receives for its Medicaid program depends on a eonapiay of
reimbursement rates, some of which change each October ldthwitiart of a new
federal fiscal year.

The federal Stimulus Bill signed in February 2009 authorized @dmry increase in
Federal Medical Assistance Percentage (FMAP) matching fuAdsska’'s FMAP rate
increased from 50.53% to 61.12% (including an unemployment rate bonus) for the period
from October 1, 2008 through December 31, 2010. The rate change chffiece-
guarters of state FYQ9, all of FY10 and the first two quartestaté FY11l. Unless an
extension is approved, the general FMAP rate will drop to 50%hfoisecond half of
state FY11.

Legislative Fiscal Analyst CommeniThe temporary increase in the FMAP rate will
save the state about $25 million per calendar quarter. If the AnrefRecovery and
Reinvestment Act of 2009 (ARRA) is not extended beyond 12/31/10, @ 508p tor the
second half of FY11 would cost Alaska $50 million or more in generdsfufhe
legislature should not be surprised to see an amendment of $50 million or moré for FY
Subcommittees may wish to discuss Medicaid expenditure poogctiith the
Department.

2.  Adult Preventative Dental Medicaid Services: $2.6 ion UGF.
This increment is a technical correction to the Governor’'s liudgeone-time funding
request of $2.6 million GF was approved by the legislature in tH® BY¥dget. Because
the Department did not remove the one-time funding from thelhakget, the Governor
did not submit an FY11 increment. Legislative Finance remadvedunding from the
base, and then added an increment of $2.6 million GF in trdeatch the Governor's
FY11 request.

Legislative Fiscal Analyst CommenThe program was originally scheduled to sunset on
June 30, 2009. Legislation was approved in last year's session extendipgotiram
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indefinitely. If approved, the $2.6 million FY11 GF increment become part of the
base budget.

3. Behavioral Health Grants: $2.3 million UGF. The funding is intended to
treat alcohol, substance abuse and co-occurring disorders (epts aliith mental health
and substance abuse issues). The specific budget requests amas foll

» Specialized Treatment Unit, $1.2 million UGF: By statute (AS 47.37.180-205),
clients can be involuntarily committed for detoxification anddestial substance
abuse treatment services. This funding request provideshgattn funding for
treatment options for chronic inebriates. One-time funding wasdadyor a FY10
pilot program for a Secured Treatment Unit at the SalvationyAClitheroe Center
in Anchorage. These clients are typically the most diffital serve and use a
disproportionate amount of costly resources (emergency roons,vidiaska
Psychiatric Institute and state correctional instituticms)compared to other client
groups or populations.

» Detox and Treatment Capacity Alternatives to Protective @stody Holds, $518.3
UGF: This funding will continue efforts to develop community detoxificatio
capacity and treatment alternatives in Bethel, and avoidkighecosts incurred by
State correctional institutions for Title 47 substance abuse prvetectstody holds.

» Substance Abuse Treatment for Pregnant Women, $500.0 UGFthis funding is
intended to expand statewide residential treatment capacity égngmt women,
alleviate travel to Anchorage and Fairbanks, encourage expaoisiamily-based
treatment models where children can reside at thetfawilth the mother, and will
allow for expanded intensive after care treatment.

» Therapeutic Court — Palmer Mental Health Court, $75.0 UGF:This funding is
requested to maintain co-occurring disorder treatment seraceaifticipants at the
Palmer Mental Health Court. Treatment will address ugithgrimental health and
substance abuse issues that contributed to their contact wittrithi@al justice
system.

4.  Front Line Social Workers: $1.9 million UGF. To maintain service
levels in FY11, the Department is requesting replacement oblizakle federal funds
and interagency receipts with general funds. The specific budget teegreto:

* Replace Disproportionate Levels of Federal Authorization, $900.0 GF: This
fundingis requested to revise an FY06 Front Line Social Work Expansioitided
IV-E Foster Care increment. The Department indicatedddatal receipts routinely
fall short of the original, anticipated funding ratio. Theauot was not immediately
visible due to high position vacancy rates over the years.

* Replace Unrealizable Medicaid School Based Claims, $955.3 UGH August of
2008, the Centers for Medicare and Medicaid Services (Ci8jucted an audit of
the Medicaid School Based Administrative (MSBA) claims. sTddit resulted in
the denial of CMS reimbursement claims because it was ndegd that the
Department did not adequately follow the approved plan. Becau§Bewill not
be reimbursing the MSBA claims, a fund source change is regué&stmaintain
services. The GF requested will remain in the base budget in fuane ye

Legislative Fiscal Analyst CommenThe legislature approved $2.1 million in GF to
replace lost I/A receipts in last year's supplementalibibeveral allocations for this
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purpose. The subcommittee may wish to ask the Department aboutizeragtion
that will make the state eligible for federal reimbursement again.

Information Technology (IT): $1.5 million UGF. The Governor

requested two fund source changes and increases for softwarermaag® and rising
centralized IT services costs. The specific budget requests ariglhigthlbelow.

Replace Unrealizable Federal Receipts, $750.0 GH:he Department is requesting
funding to replace unrealizable federal receipts that wansferred to this allocation
and indicates that without the funding, shortfalls will occur m plersonal services
line.

Legislative Fiscal Analyst CommeniThe subcommittee may wish to discuss why
uncollectible federal authorization was transferred to this allocation.

Replace Unrealizable Interagency Receipts, $225.0 GFhis request will replace
(with UGF) unrealizable I/A receipts transferred from lte&are Services. The
Department indicates that a cost allocation plan analgsiadf that Health Care
Services was not charged correctly and continuation of theigarawill result in
audit findings.

Legislative Fiscal Analyst CommeniThe subcommittee may wish to discuss why
uncollectible inter-agency receipt authority was transferred to thication.

Software Maintenance and Centralized IT Cost Increases$500.0 GF: This

funding is requested for increased software maintenance aremsgstts for the
Juvenile Offender Management Information System, the Publistasse Eligibility

Information System, and Microsoft Enterprise Licensing (selicenses and MS
Office).

Family Preservation: $1.35 million UGF. The increment requests are for

legal settlement costs associated with a lawsuit fitgdnst the state, and to improve the
recruitment and retention of foster parents. The specific budgetstsgare:

Judgments and Settlements, $1.2 million UGF. The Department is seeking
funding for the FY11 settlement costs of a lawsuit filed by falaska Native tribes.
The Curyung, Ekwok, Kwinhagak, and Chevak tribes alleged thatadte \solated
provisions of the federal Indian Child Welfare Act (ICWA) whier(1) failed to
notify the tribe when it took custody of a young tribal member; anéa{&d to meet
placement preferences under ICWA; and (3) failed to provide prapertimely
notice of placement changes for children (who are tribal lbees)h that were taken
from their parents due to abuse or neglect.

Legislative Fiscal Analyst CommentA settlement has been reached between the
tribal organizations and the state. The settlement mandateshihatate pay $1.2
million in FY10-FY12. An FY09 supplemental appropriation of $1.3amilF to

the Department of Law paid the FY10 settlement amount. The lagistan also
expect a request of $1.2 million GF from the Department of Heaith Social
Services in the FY12 budget for the final settlement amountce@ucal changes
within OCS, relating to the handling of tribal children, were among rotygeed
upon issues.

Foster Parent and Parent Recruitment Training and Supprt, $150.0 GF. This
funding is requested to recruit and screen potential foster paardt$o provide
training and technical assistance to assist in the retention ef fesents.
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7.  Services for Severely Emotionally Disturbed Youth:$1.1 million

UGF. This funding request would provide services, including assessments,
psychotherapy, chemotherapy, case management, and rehabilitation drelysev
emotionally disturbed youth (SED), their families, and for youth ah® at risk of
becoming severely emotionally disturbed. Specific budget rexjust highlighted
below.

e«  Community Health Center Outpatient, Emergency Residenal Services and
Training, $500.0 UGF. This request will provide funding to community health
centers for innovative programs and training. The intent isdoce the need to send
youth experiencing serious emotional disturbances to more cesilyential care
facilities. Special populations, including children with co-ocagrdisabilities or
extreme presentations will be targeted.

* Bring The Kids Home — Individualized Services, $300.0 UGF.This funding is
requested for the continued support and care of youth who experienoass
emotional disturbances, but who are not qualified for Medicaid or wioh sereices
not eligible for Medicaid reimbursement. Program objectinekide avoiding more
costly residential treatment settings through effectiveerigintions within the
family/home.

e Expansion of School-Based Services Capacity, $200.0 UGFhe Governor’s
request will provide funding for two initiatives. The firstilvirack youths returning
to school from residential psychiatric treatment centercaardinate their transition
to ensure educational success. The second will support evidendegrastce
(Positive Behavioral Support) through pilot projects in thecKigan, Juneau, Sitka,
and Dillingham school districts.

» Transitional Aged Youth, $100.0 UGF. This funding is aimed at coordinating and
sustaining community-based capacity for transitional aged youthathitthood to
ensure future productive work or educational activities. Tadggduth include those
who are vulnerable to future needs for mental health, substance, admarty
pregnancy, or hospital based services, and those who have high pdiential
interaction with the criminal justice system.

8. Nursing: $1.0 million UGF. Funding is designed to maintain and stabilize the
costs of public health nursing grantee services. Public healtesndediver essential
clinical and community-based services to prevent and protechsagafectious and
chronic diseases.

¢ Maintain and Stabilize Public Health Nursing Grantees, $1.0 nilion UGF. This
budget proposal would increase funding for four public health grampieets
(Municipality of Anchorage, Norton Sound Health Corporation, North Slope
Borough, and the Maniilag Association). The Department indicateghbahree
northern region grantees serve approximately 23,439 peophg limi 31 villages.
The Municipality of Anchorage serves approximately 42% of the state pigpulat

The rising costs of salaries, travel, and overhead havesativaffected the number

of nurses employed by the four public health grantees. The nwhpablic health
grantee nurses has decreased from 48 in 2003 to 29 in 2010, accordivg to t
Department.
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9. Senior Benefits Payment Program: $850.0 UGF.The senior benefit
payment program provides a cash benefit to seniors (based upon iles@hseup to a
maximum of 175% of the federal poverty level).

This request for funding is based on a projected 4% caselogghsecin FY11l. The
Department indicates that over 7,000 seniors have been successfuitiptratgrom the

previous state SeniorCare program, which expired in June of 2007e toetv Senior
Benefits program. In FY09, program caseloads reached a hijB8§ seniors, with the
increase attributable to outreach efforts that made seniors aware of the program,
according to the Department.

In the FY 10 Governor’s request, the Department recommended a $500.0oredtuc
Senior Benefits because enrollment and expenditures for the wgwapr were lower
than initially projected. The FY10 decrement was incredsedn additional $221.9
during the 2009 legislative budget deliberations for a total of $721.8, re@ognition
that funding may need to be restored to meet future casel@a$.nen FY11, the
Department projects that program enrollment will reach 10,448. prbjscted estimate
falls in line with the caseload estimate that was ptef when the new program was
established in June 2007.

Legislative Fiscal Analyst CommenThe current senior benefit payment program is due
to sunset on June 30, 2011. The subcommittee may wish to discuss \itatreéhsolds
for Alaska’s senior benefit payment program.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL BUDGET

DHSS has proposed a total capital budget of $19.0 million, which is csedpof $18.6 million
UGF, $20.0 in federal receipts, and $300.0 in MHTAAR funding. All of the Departmenttalcap
budget requests involve deferred maintenance, renovations, repairsemodels of facilities.
The diverse mix of projects include the Johnson Youth Centegeantee facilities, renovations
of housing for persons with special needs, updating the Anchorage Asdding in preparation
for transfer to the non-profit Assets, Statewide Pioneer Homeasdggy and maintenance of 44
state-owned facilities including health centers, youth faalitehavioral health facilities, and
the Pioneer Homes.

Highlights of the Department’s capital budget are described below:

e Johnson Youth Center Renovation and Remodel — Safety and SecyrifNeeds,
Phase 1 of 3, $9.9 million UGF. The Department is re-submitting a capital budget
request (that was not approved last year) to renovate and dethedéuneau Youth
facility. The Johnson Youth Center is located in Juneau and istdtess fourth oldest
Center. According to a Department 2007 assessment study, tbreafety and security
in this facility are a result of aging infrastructure, ovewading, and a population with a
high incidence of behavioral health issues. The original stesetas designed to be a
women’s prison and is 30 years old and, according to the Departmeexis safety and
security issues addressed in order to expect positive réguitsthe youth and staff.
Examples of deficiencies include antiquated door locking systeamscompliant cells,
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unsafe utilization of existing space, and design flaws thateptesecure supervision of
the residents.

» Pioneer Homes Deferred Maintenance, Renovation, Repair and Egument — $4.0
million GF. This request addresses ongoing and deferred maintenance ndezlsinf
state-owned and operated Pioneer Homes in Ketchikan, Sitka, Junechordge,
Palmer, and Fairbanks. The homes have a combined capacity of over 600 residents.

A 2008 audit of Department-owned buildings identified $8.3 million inrftyi@eferred
maintenance needs. A priority listing has been created udinggaf urgency, fire life
safety, security, building integrity, and mission efficiency. tAe Department noted,
once the deferred maintenance issues are resolved, ongoing anesahents would be
needed to address the normal repairs and maintenance needs ¢ertieel deaintenance
backlog will continue to grow.
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All Dollars in Thousands

Department of Labor and Workforce Development

(GF Only) Change % Change See Note:
FY10 Conference Committee (GF Only) $63,695.0
FY10 Fiscal Notes -
CarryForward 410.0
Special Appropriations -
Agency Transfers 40.5
10 Contractual Salary Adjustments (32.9)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $64,112.6 $417.6 0.7%
One-time Items removed (4,450.3)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 191.5
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $59,853.8 ($4,258.8) -6.6%
[FY11Governor's GF Increments/Decrements/Fund Changes 4,996.5
FY11 |Governor's Request (GF only) $64,850.3 $4,996.5 8.3%
v
FY11 Governor's Increments, Decrements and Fund CHENE
' Fy11 FY11 Adj
Changes FY11 Adjusted | Governor's | Base to FY11
Base Budget |Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $4,996.5
Labor Market Information 1,443.7 1,491.2 47.5
Workers Compensation 5,079.7 5,165.2 85.5
Employment and Training Services 2,191.5 1,243.2 (948.3) 1
Workforce Investment Board 301.7 386.7 85.0
Business Services 11,026.9 12,701.8 1,674.9 2
Kotzebue Tech Operations Grant 1,450.2 1,536.3 86.1
SW AK Voc Educ Ctr Ops Grant 478.4 507.1 28.7
Yuut Learning Ctr Ops Grant 850.2 936.3 86.1
NW Ak Career & Tech Center 683.4 712.1 28.7
Delta Career Advancement Center 283.4 312.1 28.7
New Frontier Vocations Tech 188.9 208.1 19.2
Construction Academy Training - 3,500.0 3,500.0 3
Independent Living Rehab 918.3 988.3 70.0
Alaska Vocational Tech Center 9,236.6 9,441.0 204.4
Change from
FY11 Adj
Non-General Fund Agency Summary Y11 Base to EY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 26,400.5 26,620.5 220.0
Federal Funds (all allocations) 87,679.8 98,773.7 11,093.9 1
Total Non-General Funds (all allocations) $114,080.3 $125,394.2 $11,313.9
T
Position Changes (From FY10 Management Plan to Gov) 983 986 3
PFT 846 847 1
PPT 117 117 -
Temp 20 22 2
, . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research - - -
Maintenance and Repairs 1,000.0 - 1,000.0
Remodel, Reconstruction and Upgrades - - -
New Construction and Land Acquisition 3,139.0 - 3,139.0
Equipment and Materials 600.0 1,312.7 1,912.7
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $4,739.0 $1,312.7 $6,051.7
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Department of Labor and Workforce Development

The Department of Labor and Workforce Development (DOLWDesponsible for providing
safe and legal working conditions and advancing employment opportutiitiess also been
charged with developing a statewide training program for ankafasvorkforce capable of
managing, constructing, operating, and maintaining a gasline. To plislorthese goals the
Department provides the following core services:

* employment assistance;

e training and education;

» workforce and economic development;

* injured worker and unemployment compensation;

e statutory and regulatory assistance and enforcement; and

» assistance to people with disabilities to obtain and maintain employment.

SIGNIFICANT ISSUES

The FY11 Department of Labor and Workforce Development’'s gefemdl operating budget
submitted by the Governor is $4,996.5 above the FY11l Adjusted Base [$3\B8@&ricted
General Funds (UGF)/$1,657.3 Designated General Funds (DGF)]. iGighifissues are
highlighted in the notes below and correspond to the numbers lgstheolumn on the preceding
spreadsheet.

1. Workforce Development Employment and Training: Replae

$948.3 of UGF with Federal Reed Act FundingLabor's budget request
replaces $948.3 of UGF with Federal Reed Act funding. Labor is réoméisat $717.5
of the “freed up” general funds be spent in other allocat{seg table belowand
requests a decrement of $230.8 in this allocation.

Budget Request Associated with Reed Act Funding Inc rement
Employment and Training Services Allocation

Total
UGF Fed | Change
Federal Reed Act Increment 948.3 948.3
General Fund Decrement -230.8 -230.8

UGF Transfers to Other Allocations

Workforce Investment Board -85.0 -85.0
Labor Market Information -47.5 -47.5
Business Services -585.0 -585.0
Total Transfers -717.5 -717.5
Total Budget Request -948.3 948.3 0.0
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Legislative Fiscal Analyst CommentAccording to the Department, this fully expends
available federal Reed Act funding, which will need to be replaced 112 kY order to
maintain services.

2.  Workforce Development Business Services: $585.0 UG$1,089.9
State Training and Employment Program (STEP) FundsgDGF).

The following two increments are requested in Business Services:

+ $585.0 of UGF is requested to support part of the Departné#s Gasline
Training Program. The increment is intended to provide:

o training for at least 70 apprentices at Regional Trairenters and rural
campuses for registered apprenticeships in gasline related tons{&180.1);

o funding for cooperative training agreements with business athdstity for
registered apprentices and on-the-job training for approximdt2by workers
($321.7); and

o funding for Division of Business Partnership’s staff assignedadsist in
development of this project ($83.2).

Legislative Fiscal Analyst CommentiIn FY10, the legislature approved one-time
funding for this item. This request would make funding for the gaslaieing
program part of the base budget.

* The $1,089.9 of STEP Funds (DGF) requested for workforce traing will fully
obligate available STEP fundsThe funds will support grants for workforce training
to advance the Department’'s overall goal of maximizing the numbélaskans
employed in skilled occupations. The Department projects thatinbrease will
provide training opportunities to an additional 325 Alaskans.

Legislative Fiscal Analyst CommentEstimated annual STEP revenue is $6.5
million. If this increment is approved, expenditure authorizatioh lval about $10
million, which will reduce the STEP fund balance to zero. STEP furadslae in
FY12 are expected to be about $3.5 million less than the amount regueBd¥H1.
According to the Department, spending the balance of the fundawvitreate a need
for replacement funding; training opportunities will be reduced.

Legislative Fiscal Analyst CommentBased on projections received from the
Department, it appears that several of Labor's funds are beingnelqul at an
unsustainable rate (i.e., annual expenditures exceed estimated revenue). The
legislature may want to explore the ramifications of continuing tileind. For more
details, please see the following table.
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Department of Labor and Workforce Development
Fund Balances
FY10 FY11*
FY10 ]Changein FY11 Change in
FY09 Year Projected | Year-End Projected | Year-End

End Year-End | Balance Year-End |Balance (11
Fund Balance | Revenue | Expenditures | Balance | (10 to 09) Revenue | Expenditures | Balance to 10)
Second Injury Fund 5,646.2 | 3,500.0 3,977.9] 5,168.3 (477.9) 3,500.0 3,977.9 ] 4,690.4 (477.9)
Fishermen's Fund 11,709.9 ] 1,000.0 1,618.6 | 11,091.3 (618.6) 1,000.0 1,618.6 | 10,472.7 (618.6)
Worker Safety &
Compensation Account 12,645.8 | 7,600.0 8,643.1] 11,602.7 ] (1,043.1) 7,600.0 8,643.1 | 10,559.6 (1,043.1)
Workers' Compensation
Benefits Guaranty Fund 1,026.7 450.0 280.0] 1,196.7 170.0 450.0 280.0 ] 1,366.7 170.0
Training & Building
Fund 207.4 800.0 800.0 207.4 0.0 800.0 800.0 207.4 0.0
State Training &
Employment Program 5,961.7 | 6,500.0 8,935.9] 3,525.8] (2,435.9) 6,500.0 10,025.8 0.0 (3,525.8)
Technical Vocational
Education Program 1,593.4 ]| 9,750.0 9,943.3] 1,400.1 (193.3) 9,750.0 10,900.1 250.0 (1,150.1)
Building Safety Account 226.8] 2,185.4 1,942.7 469.5 242.7 2,185.4 1,942.7 712.2 242.7
Small Business
Enterprise Fund 122.2 143.3 200.0 65.5 (56.7) 143.3 200.0 8.8 (56.7)
Randolph Sheppard
Small Business Fund 222.2 74.0 125.0 171.2 (51.0) 74.0 125.0 120.2 (51.0)
*FY11 projections provided by the Department of Labor and Workforce Development.

3.  Construction Academy Training: $3,500.0 UGF. The Alaska
Construction Academy received funding in the capital budget in FYOF¥08, and in
FY09 and FY10 funding was moved to the operating budget and appropriabee-as
time items. This request will provide on-going funding for tipisogram in the
Department’s base budget. The Department states that anvegikigprce and lack of
available training opportunities for young Alaskans leave dbastruction, mining,
transportation, and energy industries with a significant shofgkilled workers. It
contends that the shortage can be remedied in part through continuatiorpocdghasn.

ORGANIZATIONAL CHANGES

There are no significant organizational changes requested.

CAPITAL REQUEST

The Department of Labor and Workforce Development’s capital budgds $6,051.7, of which
$4,739.0 is UGF. These projects are:

« Alternative Energy Training Facility Expansion: $1,139.0 UGFE Expand the
Industrial Electricity training facility to add wind turbine ard/dro training
programs.

» Fairbanks Pipeline Training Center Utilities and Equipment Purchase: $2
million UGF. This request will fund the extension of sewer and watldiag to the
central facility site, a heat recovery and ventilation sysier the welding shop and
welding and pipeline related equipment. This will make the Ceualigrdperational
for year-round training.
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¢ Medium/Heavy Duty Truck and Culinary Equipment: $1 million Fed Receipts;
$500.0 UGF.This funding will be used to purchase heavy duty truck equiproent f
the Truck Technician program (Alaska Vocational Technicaht&’'s (AVTEC)
newest program) and culinary training equipment for the culinary program.

e Culinary Video Teleconferencing Equipment: $312.7 Fed Reqgs; $100.0 UGF.
Provides video teleconferencing equipment in the new Culinary Avadecility so
that AVTEC can create a distance delivered training prodoarrural Alaska high
school students to receive training and education in the culinary mdustr

 AVTEC Deferred Maintenance: $1 million UGF. This request is to pay for
deferred maintenance needs at 16 state-owned and one leased building in Seward.
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Department of Law

All Dollars in Thousands

(GE Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $57,010.9
FY10 Fiscal Notes
CarryForward 966.2
Special Appropriations
Agency Transfers 0.5
10 Contractual Salary Adjustments
Misc Adjustments
Vetoes
FY10 Management Plan (GF only) $57,977.6 $966.7 1.7%
One-time Items removed (10,740.4)
Transfers between Agencies (nets zero statewide)
FY11 Contractual Salary and Health Increases 416.9
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $47,654.1 ($10,323.5) -17.8%
|[FY11 Governor's GF Increments/Decrements/Fund Changes 13,719.0
FY11 Governor's Request (GF only) $61,373.1 $13,719.0 28.8%
v
, Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's |Base to FY11
Base Budget |Request (GF | Governor's
(GF Only) only) Request See Note:
Allocation $13,719.0
Second Judicial District 1,355.0 1,535.1 180.1 3
Third Judicial District: Anchorage 6,777.5 7,113.1 335.6 3
Third Judicial District: Outside Anchorage 4,245.8 4,700.4 454.6 3
Fourth Judicial District 4,937.9 5,234.0 296.1 3
Criminal Justice Litigation 1,963.0 2,163.0 200.0 4
Criminal Appeals/Special Litigation 3,176.7 4,217.3 1,040.6 3
Child Protection 4,184.0 4,384.0 200.0 5
Natural Resources 2,025.4 3,025.4 1,000.0 6
BP Corrosion 4,000.0 4,000.0 2
Oil, Gas and Mining 3,611.2 9,611.2 6,000.0 1
Administrative Services 1,047.9 1,059.9 12.0
Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 23,670.9 23,949.9 279.0
Federal Funds (all allocations) 3,902.4 1,595.4 (2,307.0) 3
Total Non-General Funds (all allocations) $27,573.3 $ 25,5453 ($2,028.0)
T
Position Changes (From FY10 Management Plan to Gov) 560 561 1
PFT 553 555 2 4,56
PPT 7 6 1)
Temp - - -
, . State Funds Federal
Governor's Capital Request (GE + Other) Funds Total See Note:
Planning and Research - - -
Maintenance and Repairs - - -
Remodel, Reconstruction and Upgrades 150.0 - 150.0
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $150.0 $0.0 $150.0
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Department of Law

The mission of the Alaska Department of Law is to prosextge and provide legal services to
state government for the protection and benefit of Alaskiiwemrs. The Department represents
the state in:

« protecting the safety and physical and financial well-being of Alaskans;

- fostering the conditions for economic opportunity and responsible developndent an
use of our natural resources;

« protecting the fiscal integrity of the state; and
« promoting and defending good governance.

The Criminal Division protects the public by prosecuting all viotes of state criminal law
committed by adults and juveniles, and by placing them under appropoigti®ls. The Civil
Division serves the interest of Alaska’s citizens by mliog legal counsel to the executive
branch in all civil actions. The Administrative Services Bimn provides the core administrative
services that are essential to the day-to-day operationcamtamaging the resources of the
Department.

SIGNIFICANT ISSUES

The FY11 Department of Law general fund operating budget as sethrbigtthe Governor is
$13,719.0 above the FY11 Adjusted Base [$13,707.0 Unrestricted General B@ieg$12.0
Designated General Funds (DGF)]. Of the $13.7 million increase, 8lidh is for continuing
Oil and Gas issues. In FY10, $9.6 million was appropriated for these isaones. The FY11
Adjusted Base was also reduced $3.5 million due to a one-time appoopiaFY10 for BP
Corrosion litigation (the same amount the Department receive 08 For this purpose). The
FY11 request for BP Corrosion is $4.0 million. Other UGF incremegpéacing funding
available to the Department in FY10 include $2.3 million for émgifederal grants and $1.0
million for Endangered Species Act matters. Significasiés are highlighted in the notes below
and correspond to the numbers in the last column on the preceding spreadsheet.

1. Oil, Gas and Mining: $6 million UGF. The Department is requesting funds
in order to continue its role in the Governor’s top priority project (thstcaction of a gas
pipeline and bringing natural gas to market). Additionally, Dlepartment has a number
of major oil and gas projects underway that will continueetquire outside counsel and
experts beyond the funding included in the Department’s base budget.

* $3.5 Million UGF added to the base budget for ongoiman-gas pipeline and oil
matters including Pt. Thomson Litigation, proceedings beforeFdderal Energy
Regulatory Commission, TransAlaska Pipeline Service (TARSIf issues, and
TAPS property tax matters.

* $2.5 Million AHCC Receipts (UGF)one-time increment to assist the Department in
the preparation of legislation and implementation of a comprehemdare to
commercialize North Slope gas.

In FY10, the Department received a total of $6.1 million UGF ane-funding for
Oil & Gas related matters, an amount approximating the amociveel in FY09.
Please see the following table:
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Table 1. Oil & Gas Related Funding FY09-FY11
I EY09 Budget i FY10 Budget EY11 Request

Department of Law

Oil & Gas Related Funding

Base and Non-Base NON- NON- NON-
FY09-FY11 BASE BASE BASE BASE BASE BASE
Gas Pipeline and Other Oil & Gas $3.0 FY10 non-base
. . . . L items are
Projects/Oil and Non-Gas Pipeline million $5.1 combined into a
Matters Including Pt. Thomson UGE million UGF]| single request
Litigation, FERC on TAPS Tariffs /T\ I
\4
TAPS Strategic Reconfiguration E?g:;r $1.0 $3.5
Oil and Gas Outside Counsel and Governor's miIIion.UGF million
Experts Office UGF
Oil and Gas Development - N2
Preparation of Legislation and $3.5 $2.5
Implementation of a Comprehensive million million
Plan to Commercialize North Slope UGF AHCC
Gas

Legislative Fiscal Analyst Comment: Subcommittees may wish to ask the following
questions of the Department:

* How are one-time increments allocated between gasline and non-gasline work?

 When does the agency anticipate resolution of the litigation issuegneehin this
request (i.e. Pt. Thomson)?

Legislative Fiscal Analyst Comment: The subcommittee may wish to consider
appropriating the $3.5 million UGF increment as one-time funding. Thisoagpr is
consistent with the funding method used for the BP Corrosion liigatnd promotes
annual legislative review of what may be varying external costs.

2. BP Corrosion: $4 million UGF (one-time funding). The Department is
requesting $4.0 million of UGF ($500.0 more than the FY09 and FY10 appropsiaf
$3.5 million) to continue the pending litigation seeking penaties lost revenues for the
2006 Prudhoe Bay pipeline spills and production shutdowns. The statédilcomplaint
in Superior Court on March 31, 2009, seeking recovery of lost revéou2806-08 due
to curtailments of oil production stemming from BP Exploration'da¢ka, BPXA)
negligent corrosion practices.

According to the Department, FY11 is a critical year for litigation. The jury trial is
scheduled for September 2011, with the bulk of the discovery and postetispoe-trial
work occurring in FY11.

3. Replace One-Time Earmarks for Sexual Assault/Domest

Violence Grants: $2,307.0 UGF from Federal ReceiptsBeginning in
FY06, the Department received three multi-year federahtgyraotaling $8,288.3, for
sexual assault and domestic violence prevention programs, amdréoal prosecution
unit. These grants will expire between June 30, 2010 and Dec&hpb2010. In FY09,
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$2.3 million related to these grants was expended. Because thesé figuts will not be
available in FY11, the Department is requesting that unrestrigeneral funds be
appropriated to replace lost federal one-time grants. The tagudesthe UGF to be built
into their base in order to continue funding the 16 full-time and gitxtipae positions
now associated with these grants.

Table 2. FY11 Sexual Assault and Domestic Violemteending Request
(Federal Receipts replaced with UGF)

Alaska Domestic
Violence & Sexual Rural Prosecution Unit Alaska Statewide
Assault Sexual Assault Unit
. Grant
Prosecution Grant
Program
2" Judicial District $90.0 $90.1
39 Judicial District — $335.6
Anchorage
39 Judicial District — $454.6
Outside Anchorage
4™ Judicial District $285.0 $11.1
Criminal Appeals/Special $271.6 $769.0
Litigation
Subtotal FY11 Request $646.¢ $859.1 $801.3
OVERALL TOTAL: $2,307.0

Legislative Fiscal Analyst Commenithe Department indicated it is hoping to replace
some of these funds with federal funds (yet to be identified)subitemmittee may wish
to inquire on the status of efforts to supplant these funds with new fadetal f

4, Sexual Assault Coordinator: $200.0 UGF-.In early December of 2009, the
Governor announced his initiative to “eliminate the epidenficsexual assault and
domestic violence within a decade.” The Governor's compreheagpmach includes
concentrated coordination between the Department of Public Safdtyhe Department
of Law in an effort to pervasively prevent and stigmatizeehgpes of crimes. This new
position will coordinate state, federal, tribal and non-profagpam efforts addressing
domestic violence and sexual assault prevention.

5. Kenai Child Protection Caseload Attorney: $200.0 UG. Currently,
the Department’s one Assistant Attorney General in Kenaiesan caseload of 170
children (federal guidelines suggest a caseload of no morelfiamper attorney). In
addition, there are up to 40 children’s cases in Homer, which wogically be serviced
out of Kenai, but are now handled out of Anchorage as a stopgapuree The
Department requests this new position to alleviate the caséloaden in Kenai and
Homer.

6. Endangered Species Issues: $1 million UGREver the next three yeaise
Department anticipates a significant increase in legakvimrolving issues under the
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Endangered Species Act (ESA). The state is currentlyecigihg the Polar Bear and
Beluga Whale listings as threatened species. Becausegemndd species listings can
have severe impacts on the economy of the area where thdguak the Agency
addresses these issues with the following two increments:

* $200.0 UGF- Assistant Attorney General for Endangered Species Issues
* $800.0 UGF Endangered Species Act Outside Counsel

Legislative Fiscal Analyst Comment: The subcommittee may wish to consider the
increments as one-time funding. This approach is consistent witfutidéng method
used for the BP Corrosion litigation and promotes annual legislativieweaf what may

be varying external costs.

ORGANIZATIONAL CHANGES
The following FY11 changes in the Department’'s organizatiotrattsire occur in the Civil
Division:
e Split the Human Services and Child Protection allocation im® following
allocations:
o0 Child Protection Allocation
0 Human Services Allocation
* Merge the Statehood Defense allocation with the Natural Resourmestiakh.

» Transfer BP Corrosion appropriation into its own allocation.
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All Dollars in Thousands

Department of Military and Veterans Affairs

(GF Only) Change % Change See Note:
FY10 Conference Committee (GF Only) $11,297.5
FY10 Fiscal Notes 83.5
CarryForward -
Special Appropriations -
Agency Transfers 327.3
10 Contractual Salary Adjustments (20.6)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $11,687.7 $390.2 3.5%
One-time Items removed (410.8)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 20.7
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $11,297.6 ($390.1) -3.3%
FY11 Governor's GF Increments/Decrements/Fund Changes 334.3
FY11|Governor's Request (GF only) $11,631.9 $334.3 3.0%]
v Change from
FY11 Governor's Increments, Decrements and Fund Fy11 FY11 Adj Base
Changes FY11 Adjusted | Governor's to FY11
Base Budget |Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $334.3
Army Guard Facilities Maintenance 2,185.5 2,274.4 88.9 2
Air Guard Facilities Maintenance 1,378.0 1,618.0 240.0 1
Veterans' Services 983.0 988.0 5.0
Retirement Benefits 880.8 881.2 0.4
Change from
FY11 Adj Base
Non-General Fund Agency Summary Fyil o FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 13,020.1 13,352.9 332.8 3
Federal Funds (all allocations) 22,236.9 23,476.9 1,240.0 4
Total Non-General Funds (all allocations) $35,257.0 $ 36,829.8 $1,572.8
Poslition Changes (From FY10 Management Plan to Gov) 209 208 1)
PFT 296 295 1)
PPT 2 2 -
Temp 1 1 -
Governor's Capital Request (Sé?:ti ';ut?](:j) FFeJinedrzl Total See Note:
Planning and Research - - -
Maintenance and Repairs 5,250.0 13,642.0 18,892.0
Remodel, Reconstruction and Upgrades - - -
New Construction and Land Acquisition 1,050.0 5,000.0 6,050.0
Equipment and Materials - - -
Information Systems and Technology - - -
Other - 9,600.0 9,600.0
TOTAL CAPITAL $6,300.0 $28,242.0 $34,542.0
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Department of Military and Veterans Affairs

The mission of the Department of Military and Veterans AfflDMVA) is to provide military
forces to accomplish military missions in the state and aroundvthiel; provide homeland
security and defense; emergency response; veterans'eseraitd youth military style training
and education. The Department accomplishes this mission by prowdragservices for the
following:

» Alaska National Guard Joint Forces Headquarters;

* National Guard Support;

* Homeland Security and Emergency Services Management & Coordination;
» Alaska Statewide Emergency Communications (IT);

* Veterans’ Services;

» Alaska Military Youth Academy;

» Administrative Services Support; and

» Special Operations.

SIGNIFICANT ISSUES

The FY11 Department of Military and Veterans Affairs gendradd operating budget as
submitted by the Governor is $334.3 above the FY11 Adjusted Baddnf@stricted General
Funds (UGF)). Significant issues are highlighted in the notéswvband correspond to the
numbers in the last column on the preceding spreadsheet.

1.  Air Guard Facilities Maintenance: $240.0 GF Match UGF). This
increment would align the Department’s budget with the AlaskaNaiional Guard’'s
(AANG) Financial Plan. The Air and Army Guard both recefederal money for
operations from the National Guard Bureau (NGB), which is tder& pass-through
agency in the Department of Defense (DoD) that provides eotytiand cohesiveness
between the active duty military and all 54 state and territory natjzatls.

The Alaska Air National Guard federal employees complete aratipes plan and a
budget, called the financial plan (FINPLAN), for NGB consideraiio March of each
year. The FINPLAN, which is derived from formula-based caliohs as well as
estimates, goes to NGB for review and approval. NGB then &#®gaoney to states
before the beginning of the federal fiscal year. The fedalatation is typically about
90% of what was submitted in the FINPLAN. There is then a second odwaidcations
in mid-federal fiscal year (FFY). The Alaska Air Natior@luard submits requests to
NGB for additional funding, and NGB distributes available fabdéunding to states
based on numerous factors.

Historically, the State of Alaska has budgeted to the origith@tation. As a result, the
state match for any additional federal funding received waspaaifically in the budget.
The partnership between the state and the federal governmens hipge a budget
match agreement, which averages 25% state funding to 75% fadetaig. During the
past two years, the gap between available and required &¢hing funds in the Air
Guard component has become increasingly apparent. The curreablkevaiatch is
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about 19% of total authority. This increment would bring the ratiabtmut 23%—close
to where the ratio was in FYO6—and would be sufficient to match ab20.0 in
federal receipts.

According to the Department, the timing of this request is critical. In acooedsith the
federal Base Realignment and Closure Commission law passed in tB@ONGB is
making a push to move assets from states that have muitipgs—Alaska has two
wings—to states that are without. This push leaves Alaskeesalble to losing a wing,
and the risk increases if Alaska does not appropriate iuffimatching funds. Loss of a
wing would mean about 500 full-time Alaska Air National Guard jasd, labout 500
additional drill status guard member jobs lost, and milliaindollars in federal contracts
lost each year. In addition, loss of a wing would reduce AANGiktyabo support the
active duty military as well as the ability to respond ttural disasters and search and
rescue situations.

2. Bethel Armory Lease Costs: $88.9 UGFIn cooperation with the Federal
Government, the Department is constructing a new armory ($5.2m8kate funds and
$15.3 million Federal funds) adjacent to the existing but aging hdagty. Although
lease costs will be periodically re-evaluated based annfarket value, the current
annual land lease costs are $0.34/sq. foot @ 261,360 square feet.

3. Alaska Military Youth Academy (AMYA) Formula: -$602 .3 I/A

Receipts By statute, the Academy is funded through a Reimbursable 8grvic
Agreement with the Department of Education and Early DevetopnfDEED) in
accordance with AS 14.30.740 (The statutory base student allocatiangusdh5,680
per student in FY10). Based on the attendance at the Acadenstare©l, 2009, the
amount of state aid needed will decline in FY11. The total FY11 ddnedhbudget for
the AMYA will be $5,826,800 (a decrease of $602,292).

Legislative Fiscal Analyst CommentThe legislature may wish to revisit this formula
program. The current statutory program support formula provides seves the base
student allocation for AMYA residential students plus a smallerresident amount.
The legislature may wish to consider a direct appropriation to DMASADEED has no
legal responsibility for the AMYA and, therefore, should not act gmss-through
agency.

4. Emergency Management Performance Grant: $1.2 Millia

Federal Receipts.The Emergency Management Performance Grant Program
(EMPG) is a vital part of the Division of Homeland Securapd Emergency
Management's preparedness mission and directly supports theds steamergency
management community. The Department requests an additional #ib2 im federal
authority to meet the anticipated FFY10 need.

ORGANIZATIONAL CHANGES

There are no significant changes requested.
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CAPITAL REQUEST

The agency’s capital budget of $34.5 million includes $28.2 million Bédeaceipts and $6.3
million Unrestricted General Funds. The larger projects include:

State Homeland Security Grant Program:$9.5 million Federal Receipts. The
100% federally funded State Homeland Security grant programmisadly awarded
by the U.S. Department of Homeland Security. Programs include huredaurity
planning, equipment, training, and exercises to support local figbnders, private
sector critical infrastructure and state preparedness. digniy has been requested
to assist in life-safety citizen preparedness.

Armory Facilities Deferred Maintenance: $8.4 million ($6.3 milion Federal
Receipts/$2.1 million GF Match). The Department’s Facility Management Office
mission is to provide, maintain and operate safe, secure, high daaliities and
training areas for the Alaska National Guard on a costteféeebasis which meet or
exceed mission requirements, environmental compliance standardsnargly e
efficiencies. The armories located at Jewel Lake, Fathddson, Sitka and Kenai
top the list on the Department’s deferred maintenance priority schedule.

Army Guard Facilities Project: $9.2 million ($7.3 million Federd Receipts/$1.9
million GF Match). With 237 Alaska Army National Guard buildings at 96 various
locations with an average age of approximately 30 years, diferegntenance,
renewal and replacement are a high priority. Alaska NatiGuerd preventative
maintenance is performed on a schedule, yet building componenta havted life
requiring eventual renewal and replacement. The funding schedulés requested
project is:

Funding | FY11 | FY12 | FY13 | FY14| FY15| TOTAL

($ millions)
Federal Receipts $7.3 $8.9 $5.0 $5.0 $5.( $31.2
GF Match | $1.9 $2.7 $1.0 $1.0 $1.G $6.7

N

TOTAL | $9.2 $11.6 $6.0 $6.0 $6.¢ $37.9

Interior Alaska Veterans Cemetery Design and Planning: $6.0 niibn ($5
million Federal Receipts/$250.0 GF, $750.0 GF Match).The purpose of this
project is to design and construct a dedicated state Veteranmg&tery in or near
Fairbanks on donated land. The Department hopes to leverageféateral funds to
offset operating costs, which are projected at $250.0 GF annually.

Military Youth Academy Deferred Maintenance: $1.0 million GF. The Alaska
Military Youth Academy (AMYA) operates at Camp Carroll onrtFRichardson.
The campus currently has 23 buildings totaling 61,805 sq ft. with aagev/building

age of 35+ years. Inadequacies include basic life-safetysissugdated and
inefficient heating/ventilation systems, restrooms, showers, amttiha facilities.

This request will fund the modification of the Academy's GiGe facilities to
improve safety and living conditions (in compliance with ADAulkagions), as well
as improve technical training and educational training platforms.
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Department of Natural Resources

All Dollars in Thousands

(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $92,267.7
FY10 Fiscal Notes -
CarryForward 3,685.9
Special Appropriations -
Agency Transfers 70.9
10 Contractual Salary Adjustments (46.1)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $95,978.4 $3,710.7 4.0%
One-time ltems removed (9,297.0)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 97.5
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $86,778.9 ($9,199.5) -9.6%
|[FY11 Governor's GF Increments/Decrements/Fund Changes 7,095.1
FY11 [Governor's Request (GF only) $93,874.0 $7,095.1 8.2%
v
, Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's |Base to FY11
Base Budget |Request (GF | Governor's
(GF Only) only) Request See Note:
Allocation $7,095.1
Gas Pipeline Implementation 685.3 4,902.8 4,217.5 la
Oil & Gas Development 8,171.3 9,514.4 1,343.1 1b
Claims, Permits, & Leases 7,408.9 7,778.9 370.0 1c
Geological Development 4,298.5 4,598.5 300.0 2
Information Resource Management 2,534.2 2,784.2 250.0 3
All Other Increments 63,680.7 64,295.2 614.5
Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 30,261.1 33,391.9 3,130.8
Federal Funds (all allocations) 16,058.2 19,343.2 3,285.0
Total Non-General Funds (all allocations) $46,319.3 $ 52,735.1 $6,415.8
1
Position Changes (From FY10 Management Plan to Gov) 1,107 1,109 2
PFT 779 780 1
PPT 247 247 0
Temp 81 82 1
, . State Funds Federal
Governor's Capital Request (GE + Other) Funds Total See Note:
Planning and Research 6,655.0 2,360.0 9,015.0
Maintenance and Repairs 4,160.0 5,575.0 9,735.0
Remodel, Reconstruction and Upgrades 190.0 - 190.0
New Construction and Land Acquisition 3,850.0 2,600.0 6,450.0
Equipment and Materials 1,750.0 - 1,750.0
Information Systems and Technology 908.0 - 908.0
Other 800.0 1,000.0 1,800.0
TOTAL CAPITAL $18,313.0 $11,535.0 $29,848.0
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Department of Natural Resources

The Department of Natural Resources (DNR) develops, consaemésmaximizes the use of
Alaska’s natural resources on state-owned land consistenpuliic interest by providing the
following core services:

* provide opportunities to utilize state land and water resources;

* acquire and provide hydrologic, geologic, geographic, historicalasie other land
record and natural resource information;

e acquire land;
» make land available for sale to the public, and transfer land to muitiegpa

» preserve and enhance the value of state land and water resauodcalaska's coastal
areas;

* mitigate potential disasters and hazards; and

» comply with federal regulations and programs related to natural resource

SIGNIFICANT ISSUES

The FY11 Department of Natural Resources’ general fund opetatidget submitted by the
Governor is $7,095.1 above the FY11l Adjusted Base [$6,552.1 UnrestrictedalGEuneds
(UGF)/$543.0 Designated General Funds (DGF)]. Significantssateehighlighted in the notes
below and correspond to the numbers in the last column on the preceding spteadshee

1. Resource Development Initiatives and Projects — $.million

AHCC Receipts (UGF). The Department is requesting funding to keep pace with
Alaska’s natural resource development. The largest prgjéae iplanning, development,
and construction of the Alaska Natural Gas Pipeline. The agedimates that oil, gas,
and mining resource development activity within the state has increasedgherbent’s
oversight responsibilities and workload. Additional details on thess ifeiow.

a) Gas Pipeline Implementation Office, One-Time Funding oft4.2 million AHCC
Receipts (UGF).The Governor is requesting one-time funding for costs associated
with implementing and fulfilling the responsibilities of the AlasGas Inducement
Act (AGIA), and to ensure that the state and the licenseengUanada Alaska)
comply with the terms of the AGIA agreement. The proposal inclidefollowing
three increments:

* $1.4 million UGF to hire additional professional and supportstaff. Pipeline
engineering staff will evaluate the technical design, cosimaetds, and
construction schedule of the proposed 1,715 mile pipeline (750 miles with
Alaska) to facilitate the complex permitting process. HatBiologist staff will
analyze the impact of the project on Fish and Wildlife and coatelithose
efforts with Alaska’s Fish and Game and the US Fish and Wildlife agencie

* $2.3 million UGF to retain specialized consultants and exptx. Consultants
will assist in pipeline engineering, practices, and analysidvicg will be
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obtained on tariffs, cost overruns, royalty valuation methodolpgiE®rcement
remedies, and off-ramp options for the state and licensee.

e $477.5 UGF for local, national and federal outreach efforts Local outreach
efforts will keep local communities informed of currenslgge activities that
impact the areas along the gasline route.

Funding for the federal and national outreach efforts will bed useraise
awareness and educate the public and Congress on the national nogauta
impact of an Alaska gas pipeline.

b) Oil & Gas Development, $1.3 million UGE This request is comprised of $1.1
million for on-going oil and gas development workload increases and $&0.0
outside legal counsel and consultants to assist with arbitrdtioih and gas royalty
issues.

» The Department contends that #fe1 million UGF funds existing staffthat are
critical to the division’s ability to work on oil and gas explaat and
development issues. Without these staff, timely completion &b tagy be
jeopardized.

Legislative Finance Analyst Commen©®ne-time funding has been added on an
annual basis (since FY05) to the Department’s budget to addressctieasad

oil and gas workload. The temporary funding was intended to reflect the
temporary nature of the gasline workload. This request adds fundihg tmase
budget.

* $200.0 UGF is requested to fund reopener arbitrationas the state proceeds
with renegotiations and arbitration of royalty issues. Thesepeners” offer the
state and its lessees the opportunity to resolve disputesayadty value, keep
royalty settlement agreements up-to-date, and avoid costly aaecdéinsuming
litigations.

Legislative Finance Analyst Commen©®ne-time funding has been added on an
annual basis (since FY09) to the Department’s budget to address shefco
outside legal counsel and experts. This request will add $200.0 GF baske
budget. Subcommittees may wish to discuss how much of the Department's
requests are for temporary workload and how much are continuing workload.
This request is not related to gasline work.

c) Claims, Permits & Leases, $250.0 UGFThe Division is seeking base funding to
increase their capacity (2 PFT staff and funding) to addmessiticipated increase in
this year's permit requests and a backlog of permit reqiiests previous years.
Upcoming projects include: one new large mine scheduled to begimittirgg in
FY10, two other large mine projects in earlier stages\oéwe natural gas pipeline
projects, potential railroad extensions, and several alternat@rgyeprojects.

2.  Geological Development — Alaska Volcano Observatoyy$300.0

UGF. GF is requested to partially replace lost federal eamsnéndm the Federal
Aviation Administration (FAA). Funding is for the maintenance amyrading of
equipment. The Department indicates that this will allow thaskd Volcano
Observatory (AVO) to continue monitoring and mitigating thea#ef the most critical
volcanoes in the Cook Inlet area.
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Historically, an annual federal earmark from the FAA in timeoant of $5 million
supplemented the monitoring and alert capabilities of the AVOwener, that federal
earmark is no longer available.

The AVO is a federally funded cooperative program carriedbguhe US Geological
Survey (USGS), University of Fairbanks, and DNR’s Geologidavelopment Office.
The observatory prevents aircraft equipment failures and #seseghrough alerting and
monitoring the volcanic activity in the Aleutian and Cook Inletas. The general funds
would remain in the base budget in future years.

Legislative Fiscal Analyst CommentAmerican Recovery and Reinvestment Act of 2009
(ARRA) capital funding of $1.5 million was approved by the Legisl&ivdget &Audit
Committee on December 16, 2009 to assist in continuing the currers édvagberation.

This temporary funding is available from December 1, 2009 through September 15, 2011.
The subcommittee may wish to pursue federal funding on the basthdhabnitoring

and alerting cover national and international air corridors.

3. Information Resource Management — Statewide Parcdbatabase,

$250.0 Receipt Supported Services (DGF)This budget proposal would
continue the creation of a statewide parcel database. A prevdpiial project provided
the funding for the foundation of a database. The goal is to hauggle source of
detailed ownership, interest, and boundary information for all &ats and provide
quick and easy access of land ownership for land managers, desgefoperesponders,
and the public. The funding, along with $50.0 in federal receipts the US Bureau of
Land Management, would remain in the base budget in future years.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL BUDGET

DNR has requested a total capital budget of $29.8 million ($16.8 miBien $11.5 million
Federal, and $1.5 million Other Funds). The budget consists of mselirex of projects from
deferred maintenance for State Parks and the Plant MaZemaér in Palmer to snowmaobile trail
development and in-state natural gas assessments, among othéw: highlights from the
Department’s capital budget are described below:

» Deferred Maintenance, $4.0 million UGE This proposal is for deferred
maintenance, equipment replacement, and emergency repaired®&ta, the Plant
Material Center in Palmer, and the Mt. McKinley Meatrl State Parks is
requesting $3.5 million to address the most pressing problems in the park system, and
to improve safety and accessibility for park visitors. $330.@oispaving and
drainage improvements to eliminate annual flooding and replat#ated farm
machinery at the Plant Material Center. $190.0 will addresipreeat upgrades to
increase efficiency, address safety concerns and reduceimgearasts at the Mt.
McKinley Meat Plant.
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 Land Sales — New Subdivision Development, $3.6 million Land Sal&eceipts
(DGF). The funding request would authorize DNR to propose, design, aetbpev
new subdivisions.  Capital expenditures include road building and access
improvements, surveys, appraisals, wetlands delineations, topograpmchal
archaeological surveys, field inspections, and rights-of-lwayshing. Alaska’s
Constitution and AS 38.04 and AS 38.05 require the state to malkeddins land
available for settlement purposes. DNR intends to offer negejsaof land for sale
in FY14, FY15, and FY16.
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Department of Public Safety

All Dollars in Thousands

(GF Only) Change % Change See Note:
FY10 Conference Committee (GF Only) $141,421.5
FY10 Fiscal Notes 7.9
CarryForward -
Special Appropriations (187.8)
Agency Transfers 273.9
10 Contractual Salary Adjustments (18.4)
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $141,497.1 $75.6 0.1%
One-time Items removed (86.1)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 2,309.9
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $143,720.9 $2,223.8 1.6%
|FY11 Governor's GF Increments/Decrements/Fund Changes 3,390.2
FY11|Governor's Request (GF only) $147,111.1 $3,390.2 2.4%
v
\ Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj Base
Changes FY11 Adjusted | Governor's to FY11
Base Budget |Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $3,390.2
Special Projects 1,454.1 2,110.6 656.5 3
AST Director's Office 350.8 365.4 14.6
Narcotics Task Force 2,296.0 2,321.2 25.2
AST Detachments 50,807.3 51,406.6 710.4 la
VPSO Contracts 9,136.6 10,621.9 1,485.3 2a,2b
Domestic Violence/Sexual Assault 8,268.1 8,650.0 381.9 1b, 4
Training Academy 1,667.6 1,678.8 11.2
Laboratory Services 4,476.7 4,581.8 105.1 1d, 1le
Change from
FY11 Adj Base
Non-General Fund Agency Summary FY11 0 FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 18,787.4 20,111.0 1,323.6 3
Federal Funds (all allocations) 11,605.1 18,054.2 6,449.1 1c
Total Non-General Funds (all allocations) $30,392.5 $ 38,165.2 $7,772.7
1
Position Changes (From FY10 Management Plan to Gov) 893 899 6
PFT 863 870 7
PPT 16 16 -
Temp 14 13 (1)
, . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 100.0 100.0
Maintenance and Repairs 2,200.0 2,200.0
Remodel, Reconstruction and Upgrades - -
New Construction and Land Acquisition 75,750.0 75,750.0
Equipment and Materials 1,086.0 1,086.0
Information Systems and Technology 1,250.0 1,250.0
Other - 1,500.0 1,500.0
TOTAL CAPITAL $80,386.0 $1,500.0 $81,886.0
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Department of Public Safety

The mission of the Department of Public Safety (DPS) is to ensure paldity and enforce fish
and wildlife laws. The Department’s core services include theviolg items:

perform criminal and traffic law enforcement and investigations;

manage and perform search and rescue operations for lost and missing persons;
provide wildlife law enforcement and investigations;

provide support to rural law enforcement entities;

provide security to the Alaska Court System, transport inmates toana@urt and
between correctional institutions, and perform extradition of wantedpgto and
from the state;

provide criminal laboratory and forensic services, administer dtevede breath
alcohol program, maintain Alaska’s DNA identification system, and geogkpert
testimony in court proceedings;

maintain accurate and complete Alaska criminal records and infornfati use by
law enforcement agencies in Alaska and elsewhere;

manage building and fire codes (development, adoption, interpretation, agwl)revi
conduct building plan reviews of commercial buildings and 4-plex and larger housing
units, conduct fire and life safety inspections of priority facilitaes]

enforce alcoholic beverage laws.

SIGNIFICANT ISSUES

The FY11 Department of Public Safety general fund operating buagetubmitted by the
Governor is $3,390.2 above the FY11l Adjusted Base [$4,043.7 UnrestrictedalGEneds

(UGF)/a reduction of $653.5 Designated General Funds (DGF)]. nifisant issues are
highlighted in the notes below and correspond to the numbers lastr@lumn on the preceding
spreadsheet.

1. Sexual Assault and Domestic Violence Prevention: ®l million

($1.2 million UGF, $700.0 Federal Receipts)n early December of 2009,
the Governor announced his initiative to “eliminate the epidemigegtial assault and
domestic violence within a decade.” The Governor’'s compreheapp®ach includes
concentrated coordination between the Department of Public Safdtthe Department
of Law in an effort to pervasively prevent and stigmatizas¢htypes of crimes. Major
DPS increments for this initiative are highlighted below.

a. Domestic Violence and Sexual Assault Related Investigatign3raining, and

Exams: $725.0 UGF:

Alaska State Troopers (AST) Appropriation/AST Detachment Allocation

o $500.0 UGF for three new Anchorage-based State Trooper/Investigator
positions, whose primary focus will be follow-up investigations specifiexoa
assault and sexual abuse of minors. Follow-up activities indhaiding and
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interviewing witnesses, investigating “prior bad acts” cortediby the offender,
determining if there are any additional victims, and followipgon other actions
recommended by the prosecutor.

o $75.0 UGFto provide training for Village Public Safety Officers, Vijje Tribal
Police Officers, and other first responders such as BehaWe@th Aides and
Village Health Aides. By increasing understanding and recogndfothese
crimes, the Department hopes to improve first responder skisific to this
discipline.

0 $150.0 UGFto assist local governments with paying for the costsomniic
sexual assault exams in emergency circumstances. Accoodimg Department,
without financial support, these necessary exams would not take qohal vital
evidence would be lost. Assistance will include the collectionewtience,
documentation of injuries, and transportation to exam locatiangi¢éms in
communities without access to services.

Council on Domestic Violence and Sexual Assault (CDVSA) Appropriatisf88D
Allocation

b. Increased Support for Domestic Violence Shelters: $381.9GF. This increment
represents a nearly 4% increase in funding that will go djrextshelters to offset
rising utility, fuel, food, insurance, building maintenance, and pelsemaice costs.
Additionally, costs have risen as crisis centers have expedean increase in
demand for services. The Department states that this funding@dedeo maintain
current levels of service.

c. Council on Domestic Violence and Sexual Assault: $697.4 Federal Rigxts (one-
time funding). Beginning in FY08, the Department received a $5 million, three-year
federal grant for domestic violence and sexual assault premeptbgrams. The
Department estimates that $697.4 will be unspent by June 30, 2010. Thari2epa
is requesting an extension of both the federal grant and state appropriggodades
to make these funds available in FY11 for prosecution, law efaot, and judicial
services. The grant is expected to be fully expended in FY11.

Statewide Support Appropriation/Laboratory Services Allocation

d. DNA Forensic Scientist Position: $92.8 UGF. This increment replaces pass-
through federal funds from CDVSA (that are expiring in FY10) fopasition
dedicated to the analysis of sexual assault cases where a&tshapenot been
identified. The position processes about 60 cases per year statewide. Agctardi
the Department, the position will be eliminated if replacememd$ are not
forthcoming.

e. Pediatric Sexual Assault Evidence Collection Kits: $12.3 UGFThe Department
is requesting additional funds to develop and distribute pediaiderece collection
kits. Currently, adult and adolescent kits are adapted for use in pediams.

2. Village Public Safety Officers (VPSO): $1.5 Million UGF. The

Department has dramatically increased its rural lawreafment recruiting efforts during
the past few years. Increased funding is requested as follows:

a. $1.2 Million UGF. This increment adds grant funding for fifteen new VPSOsisind
consistent with the VPSO Senate Task Force’s recommendatiaddidl5 new
officers each year for a total of five years. This tlyiedr request brings the total of
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newVPSOsto 45. At present, 69 of the 71 authorized VPSO positions ad &hd
the Governor has indicated a desire to add 15 positions evaryforethe next ten
years; and

b. VPSO Cost of Living Increase: $223.8 UGFThis request provides partial funding
for a three percent cost of living adjustment as welamsual merit increases for
existing VPSOs. The cost of living adjustment is desigoneddtch the Public Safety
Employee Association’s (PSEA) pay schedule.

3. Fund Change/AST Special Projects: $656.5 UGF from I

Receipts. A federal grant for the lllegal Drug and Alcohol Use prograspired on
September 30, 2009. The seven positions associated with this funédimhgcated in
Anchorage and Soldotna and primarily focus their efforts on:

» the detection and investigation of clandestine methamphetamine labaratorie
» the transportation, importation, distribution and sale of all illegal drugs;

» the sale of alcohol in local option communities throughout the State of Akastta
» follow up investigations on cold case homicides.

Legislative Fiscal Analyst CommentThe Department received capital funding for the
(Statewide) lllegal Drug and Alcohol Use Program for three striajgdars beginning in
FY03 ($2 million Federal Receipts each year). Based on the backweu, the
positions associated with this program were considered “long-terrrpeomanent” and
the funding was deemed to be one-time without a state match requireftentgrant
expired in the first quarter of FY10. The Department has reedest extension of the
grant, but has received no indication from the U.S. Department of Justicewdsether
the extension will be approved. If not, the Department antigpadguesting a
supplemental appropriation for FY10.

4.  Fund Change/CDVSA: $651.4 UGF from PFD Criminal Funls

(DGF). Permanent Fund Dividend (PFD) Criminal Funds are available for
appropriation due to the number of convicted felons and third time mésdents who
are ineligible to receive a PFD. Because available figndiepends on the amount of
PFDs and the number of affected inmates, the amount of PRDNGkifunds is volatile.

For FY11, the Department of Revenue calculated the amount dedibatappropriation

to be $1.7 million less than in FY10.

The requested fund change replaces the Department’s portion addbation with UGF
in order to maintain services.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

The Governor's total capital budget is $81.9 million ($4.7 million U$3B6.7 million Other/$1.5
million Federal) for the Department of Public Safety. Some of therlarggects are:

» Crime Lab Replacemer$75.7 million Certificates of Participation

Page 141




Legislative Fiscal Analyst's Overview of the Goven's FY2011 Request

» Marine Fisheries Patrol Improvemer$d:.5 million Federal Receipts

« Statewide Facilities Maintenance, Repairs, and Improventght35 million UGF
» Alaska Public Safety Information Network (APSIN) Redesi®h0 million UGF
* Aircraft and Vessel Repair and Maintenar$850.0 UGF

» Alaska State Trooper Law Enforcement Equipment Replace$&0®.0 UGF

* Alaska Wildlife Trooper Law Enforcement Equipment Replacen®&s00.0 UGF
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Department of Revenue

All Dollars in Thousands

(GF Only) Change % Change See Note:
FY10 Conference Committee (GF Only) $35,984.4
FY10 Fiscal Notes 626.0
CarryForward -
Special Appropriations (631.4)
Agency Transfers 11.2
10 Contractual Salary Adjustments -
Misc Adjustments -
Vetoes (712.7)
FY10 Management Plan (GF only) $35,277.5 ($706.9) -2.0%
One-time Items removed 393.1
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 37.4
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $35,708.0 $430.5 1.2%
[FY11 Governor's GF Increments/Decrements/Fund Changes 2,517.7
FY11 Governor's Request (GF only) $38,225.7 $2,517.7 7.1%
Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj Base
Changes FY11 Adjusted | Governor's to FY11
Base Budget |Request (GF Governor's
(GF Only) only) Request See Note:
Allocation $2,517.7
Natural Gas Commercialization - 1,550.0 1,550.0 1(a,d)
Tax Division 13,680.8 14,780.8 1,100.0 1(b,c)
Treasury Division 4,112.6 4,499.6 387.0 2
Permanent Fund Dividend Division 7,418.0 7,518.0 100.0
Long Term Care Ombudsman 111.9 207.9 96.0
Commissioner's Office 195.6 197.6 2.0
Administrative Services 243.3 244.1 0.8
Child Support Services 7,719.6 7,001.5 (718.1) 3
Change from
FY11 Adj Base
Non-General Fund Agency Summary Y11 to EY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 173,164.8 163,040.7 (10,124.1)] 4,5,6,7
Federal Funds (all allocations) 40,553.9 41,064.1 510.2 3
Total Non-General Funds (all allocations) $40,553.9 $ 41,064.1 $510.2
I
Position Changes (From FY10 Management Plan to Gov) 925 927 2
PFT 866 869 3
PPT 41 41 0
Temp 18 17 (1)
, . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 1,000.0 262.0 1,262.0
Maintenance and Repairs 5,700.0 - 5,700.0
Remodel, Reconstruction and Upgrades 10,708.5 6,200.0 16,908.5
New Construction and Land Acquisition 20,250.0 4,000.0 24,250.0
Equipment and Materials - - -
Information Systems and Technology 1,429.5 133.1 1,562.6
Other 11,550.0 9,500.0 21,050.0
TOTAL CAPITAL $50,638.0 $20,095.1 $70,733.1
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Department of Revenue

The Department of Revenue’s responsibilities include:

administration and enforcement of Alaska’s tax laws;
management of the treasury;

administration of the Permanent Fund Dividend Program;
collection and distribution of child support; and
administrative support to the following independent boards and corporations:
Alaska Permanent Fund Corporation;

Alaska Housing Finance Corporation;

Alaska Municipal Bond Bank Authority;

Alaska Natural Gas Development Authority;

Alaska Retirement Management Board; and

the Alaska Mental Health Trust Authority.

o O O O o o

SIGNIFICANT ISSUES

The FY11l Department of Revenue (DOR) general fund operating budgetttedblyy the
Governor is $2,517.7 above the FY11l Adjusted Base [$3,535.8 UnrestrictedalGEuneds
(UGF) and a reduction of $1,018.1 Designated General Funds (DGF)].

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

Gas Pipeline Development: $2.65 million UGF.The Governor's bill
includes a language section totaling just over $10.5 millionderpipeline development.
Itemized in this section is $2.65 million to the Department of Revenue féoltbwing:

1.

a. $1.5 milion — Continued contractual assistance in the analysis and

implementation of a natural gas pipeline The Department received $1.221 million
in FYQ9 for contract assistance. The Department requested $77E¥X0r The
funding was ultimately denied by the legislature. Just béffer&Y09 books closed,
$550.0 was transferred through the Governor’s Office to DOR in ordev BIOR to
extend a contract into FY10.

Legislative Fiscal Analyst Commentt is difficult to determine gas pipeline funding
needs statewide, let alone for individual agencies. Centraliziningainding in
the Governor’'s Office provides centralized control and fldijbas circumstances
change. Although the Governor's Office distributed money at the beginniting of
fiscal year (rather than on an as-needed basis, as the legislatuaded), the
redistribution of funding among agencies demonstrates that ceimgpfimding may
be a good option.

$800.0 - Four exempt oil and gas Commercial Analyst positions the Tax
Division; starting salary of $144,000 ($200,000 with benefits). s&hexempt
positions are intended to attract employees with industry exqmeriand expertise to
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strengthen the state’s position on oil and gas issues. Thimilarso the approach
used for the Audit Master positions created by Alaska Gasfidacement Act
(AGIA).

Legislative Fiscal Analyst CommentDue to its less competitive pay package, the
Department has had difficulty attracting talent from the oil and gaistry. The
Chief Economist position in the Tax Division has remained unfilledhfodast two
years. Even with more competitive salaries, the Audit Masteitions have been
difficult to fill. One of the four positions is still unfilled.e&uitment difficulty was
anticipated by prior legislatures and increment requests wereceztlu If these
positions are determined to be warranted, subcommittees may want tdecons
funding this request in a similar manner—using a phased approach recogthiaing
all positions are unlikely to be filled on the first day of the fiscat.ye

c. $300.0AGIA Information Reporting System. This new system (to be built in-
house with contractual assistance) will be used inittallirack and report on AGIA
reimbursements. As the project progresses, the system woulgebeto hold the
pipeline builder accountable for project timelines, costs, @hdr details required
under AGIA.

Legislative Fiscal Analyst Comment:This request may be better placed in the
capital budget. The Department has several information technology capitastequ
to which this could be added.

d. $50.0 AGIA Fund Audit. AS 43.90.400(c) requires that regulations address periodic
audits of the AGIA Reimbursement Fund. The new regulations [15 8&020(c)]
establish that audits be performed not less than annually. Epariment is
requesting $50.0 for a contractor to conduct this audit.

Legislative Fiscal Analyst Comment:As with much of AGIA, this function is the
responsibility of the Commissioners of both Revenue and NaturaliRes. The
audit function, however, does correspond with the duties of DOR. Subtsssmit
may want to determine if this requirement could be performed isehavith
currently available resources. If not, an annual one-time imer® may be
necessary for the limited years in which reimbursements are expeciszito o

2. Constitutional Budget Reserve (CBR) Fund Managementees:

$387.0 (UGF). As the general fund liability to the CBR has been repaid (see
following table), assets under management (and associated mmamagkees) have
increased. This increment request will fund the full $2.06 milliost of managing the
CBR.

Legislative Fiscal Analyst Commenifhe general fund surpluses of recent years have
provided the legislature with funding to pay down the liabilityite CBR. For the first
time since its inception, the CBR was fully repaid—at leasnentarily—at the end of
FY09 when a portion of the statutory budget reserve (SBR) fund was stegpei CBR.
However, a liability was again created when the FY10 reversepsvestored $401.6
million to the SBR.

Legislative Finance RecommendationThe legislature may wish to consider paying the
investment management fees from the general fund. The stBR'#iability may soon
be fully repaid. Paying management fees from the general fund winidate the need
for a supermajority vote to pay management fees.
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GF Liability to the CBR
FYO7 FYO08 FY09 FY10
Prior Year End Liability 5,091,129,825  4,781,779,253 150,093,111 -
GF Reverse Sweep 156,696,777 416,165,110  1,466,159,407 401,617,000
Year Beginning Liability 5,247,826,602  5,197,944,363  1,616,252,518 401,617,000
Special Appropriations to Fund (50,000,000) (3,000,000,000) (1,000,000,000)
CBR management fees 117,761 466,868 1,239,870
GF Sweep (416,165,110) (2,048,318,120) (617,492,388)
Year End Liability 4,781,779,253 150,093,111 - ?
GF Surplus - 582,158,713 215,875,388

3. Child Support Services Division (CSSD) Fund Sourc&€hange:
$400.0 UGF/ -$1,118.1 DGF (Net -$718.1 GF)he Governor's FY10

original budget request included a $1.9 million fund source change Reoeipt
Supported Services (RSS) to GF/Match for two reasonsnaegiTemporary Assistance
for Needy Families (TANF) cases resulted in insufficient lmgdio match federal
receipts, and the federal government is no longer allowing thefusederal Incentive
Payments as state matchdowever, the ARRA bill provided temporary funding for
CSSD and temporarily allowed the Federal Incentive Paymes tised as state match.
The end result was that CSSD received $1.331 million of Stinfuhds, along with
$400.0 of GF Match in HB 199 (Ch. 17, SLA09).

When the ARRA funding expires on September 30, 2010, this fundingavidnger be
available and the Federal Incentive Payments cannot be used as state matc

Legislative Fiscal Analyst CommentThe Stimulus dollars are set to lapse September
30, 2010. The Governor's budget does not adjust for the loss of abilitye federal
incentive payments as match. Legislative Finance Divisio®D)tEmoved the federal
funding from the base budget and added it back as part of the GoverdrisrEquest.

An adjustment may need to be made in subcommittee and an amendment should b
expected.

4. Mental Health Trust Zero-based Budgeting: $2,758.3MH Trust

Receipts. The Alaska Mental Health Trust Authority continues to use -based
budgeting for all of their programs. The goal of the Trusb ibe able to identify how
Trust funding is being allocated on a year-by-year basis.

Legislative Fiscal Analyst Comment:This concept may work well for Trust program
funding; however, the benefits appear limited for the Trust's admatiist budget. The
FY11 request is $108.3 larger than FY10, but the reason for the increastestirely
clear.

Legislative Fiscal Analyst RecommendatioReturn to incremental budgeting for Trust
administrative components (including the Trust Land Office in Depart of Natural
Resources).

5. Permanent Fund Corporation (APFC) Investment Systers and

Technology: $518.0 APFC Receipts. Contractual fees for existing
investment information and analytic systems are increasn§117.0. New contract
services of $321.0 are requested for expanded and additional msigemaent analysis
systems. Also, $80.0 is requested for a network security aueltalirsecurity upgrades
and fixed income trade system enhancements.
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Legislative Fiscal Analyst Comment: The costs for the network audit and firewall
security upgrades appear to be one time in nature. It may be prudehange the
Increment to an Increment-OTI transaction.

Permanent Fund Corporation Vacancy Factor Adjustmert:

$318.2 APFC Receipts. The corporation is requesting a reduction to their
personal services vacancy factor from 5.7% to 0.86%. TheeQffiécanagement and
Budget's (OMB) vacancy factor guidelines for a staff of 3& between 3% and 6%.
OMB does make the lower limit optional, however. APFC currdmdly 33 of its 35 full-
time positions filled and will be recruiting to fill the others the near future. One
position was unsuccessfully filled in the fall of 2009.

Legislative Fiscal Analyst Commentit is unclear whether a vacancy factor reduction
of this magnitude is warranted. Turnover for FY09 was 9.3% whileatieeage for
FY06-09 is 12.6%. While turnover does not precisely equate to vadadogs imply
that vacancies are likely to occur. Subcommittees may wislviemw@ersonal services
expenditure plans before approving this increment.

APFC Investment Management Fees: $-14.24 million PFC

Receipts. The market collapse in the latter half of 2008 and beginning of 2009
eliminated substantial wealth from the Permanent Fund. Endi0§,Fight before the
crash, the Permanent Fund’s total market value stood at $3%5.bikt the bottom of

the crash in February of 2009, the fund value was $26.7 billion, reboundiimish the
fiscal year at $29.9 billion. Although there was substaidid recovery, and more is
projected for FY10, the amount budgeted for management fees iniEYii@xcess of
what is likely to be needed in FY11.

Legislative Fiscal Analyst CommentThe FY08 peak market value required a $6 million
supplemental appropriation for management fees. That same session, Hidh6aas
added to the FY09 budget in anticipation of continued market growth. Thebiedget
was then reduced $10 million because of the crash. The proposed reductionlio
seems warranted, but perhaps is too large. A $6.5 million decremend wouthem
more in line with the ratio of fees to market value of FY08. Unless manages®ehtve
declined, subcommittees may want to reduce the decrement. See table below.

Permanent Fund (millions

Yr end Ratio Mgmt
Market Management | Change Fees/ Market
FY Value Fee Budget [in Budget Action Value
2008 Base 73.8

2008 36,534.0 79.8 6.0 | Supplemental 0.218%
2009 29,916.0 92.4 18.6 Increment 0.309%
2010 32,165.0 82.4 (10.0)] Decrement 0.256%
2011 34,800.0 68.2 (14.2)] Decrement 0.196%
Target ? 34,800.0 75.9 (6.5)] Decrement 0.218%
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ORGANIZATIONAL CHANGES

A new component titled Natural Gas Commercialization has beetedravithin the
agency. The funding is separated from other gas-line funding proposdidefdrax
Division.

CAPITAL REQUEST

The Alaska Housing Finance Corporation (AHFC) capital budgdtesnaip the majority of
DOR'’s annual request (97% of the budget for FY11). AHFC has&B&million budgeted for
their housing programs, including $19.7 million of federal receipts$&@dmillion of the $42.5
million AHFC dividend to the state. A few of the larger projects are:

» the Supplemental Housing Development Program: $8 million AHFC Dividend;
» the Senior Citizen’s Housing Development Program: $4.5 million AHF@IBid;

» the Homeless Assistance Program: $10 million ($3.35 million AlB@end, $3
million Alaska Industrial Development and Export Authority (AIDEB)vidend,
$500.0 GF, $1.15 Mental Health Trust Authority Receipts (MHTAARY $2
million Federal);

» the San Roberto Redevelopment: $9.7 million ($2.2 million AHFC Dndd&7.5
million AHFC Bonds); and

» the Teacher, Health, Public Safety Professionals, andg¥ilRublic Safety Officer
(VPSO) Housing Loan Program: $6 million AHFC Dividend.

The remainder of DOR’s request is comprised of various snfalination technology projects
totaling approximately $1.5 million. Most notable, however, i8@0¥ UGF request to create a
plan for a Tax Revenue Management System, currently estinatedst $35 million (with
annual license and maintenance fees of $2 million).

Legislative Fiscal Analyst Commenttast session DOR requested $23.4 million to be combined
with $3.9 million received in FYQ9 for a new Tax Revenue Management Sys$terfunding was
ultimately denied. During the interim, the Enterprise Itwesit Board (the information
technology oversight board within the Department of Administraticeted DOR to compile a
comprehensive plan outlining in detail the functions of the netesy This $300.0 would be
utilized for this plan.

The $3.9 million received in FY09 was broken down into three apptmmsa— $830.0 for a
Corporate/ Motor Fuel Tax System; $460.0 for a Mining Tax System; and 8gllon for an
Oil and Gas Production Tax System. None of this funding has beendexi to date. Repealing
these appropriations in anticipation of an integrated tax system apprapritdr FY12 may be
prudent.
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All Dollars in Thousands

Department of Transportation and Public Facilities

(GF Only) Change % Change See Note:

FY10 Conference Committee (GF Only) $291,654.2
FY10 Fiscal Notes -

CarryForward 173.9
Special Appropriations -
Agency Transfers 11,250.0
10 Contractual Salary Adjustments (944.9)
Misc Adjustments -
Vetoes -

FY10 Management Plan (GF only) $302,133.2 $10,479.0 3.6%
One-time Items removed (11,423.9) 1
Transfers between Agencies (nets zero statewide) -

FY11 Contractual Salary and Health Increases 4,401.9
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $295,111.2 ($7,022.0) -2.3%
|FY11 Governor's GF Increments/Decrements/Fund Changes 4,765.2
FY11 Governor's Request (GF only) $299,876.4 $4,765.2 1.6%
v
, Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj Base
Changes FY11 Adjusted | Governor's to FY11
Base Budget |Request (GF Governor's
(GF Only) only) Request See Note:
Allocation $4,765.2
Central Region Highways and Aviation 43,746.8 45,636.8 1,890.0 2
Marine Vessel Operations 115,199.8 116,199.8 1,000.0 3
Marine Shore Operations 6,800.9 7,300.9 500.0 4
Northern Region Highways and Aviation 59,267.4 59,637.4 370.0 5
Statewide Design and Engineering Services 1,164.5 1,439.5 275.0 6
Northern Region Facilities 9,352.1 9,594.1 242.0
Statewide Aviation 2,092.5 2,312.5 220.0
Measurement Standards and Commercial Vehicle Enforcement 4,506.7 4,608.8 102.1
Central Design and Engineering Services 864.5 924.6 60.1
Traffic Signal Management 1,633.8 1,682.2 48.4
Equal Employment and Civil Rights 306.2 350.7 445
Transportation Management and Security 939.7 969.7 30.0
Program Development 556.9 540.0 (16.9)
Change from
FY11 Adj Base
Non-General Fund Agency Summary FY11 to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:

Other State Funds (all allocations) 236,587.9 239,187.1 2,599.2 7

Federal Funds (all allocations) 4,213.4 3,922.3 (291.1)

Total Non-General Funds (all allocations) $4,213.4 $3,922.3 ($291.1)

1

Position Changes (From FY10 Management Plan to Gov) 3,866 3,847 (19)
PFT 3,207 3,190 (17.0)
PPT 439 437 (2.0)
Temp 220 220 0.0

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

Planning and Research 2,750.0 93,754.0 96,504.0
Maintenance and Repairs 35,400.0 117,810.0 153,210.0
Remodel, Reconstruction and Upgrades 15,150.0 332,000.0 347,150.0
New Construction and Land Acquisition 69,137.2 74,008.8 143,146.0
Equipment and Materials 24,862.0 30,575.0 55,437.0
Information Systems and Technology 2,185.5 4,750.0 6,935.5
Other 400.0 20,530.0 20,930.0

TOTAL CAPITAL $149,884.7 $673,427.8 $823,312.5
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Department of Transportation and Public Facilities

The Department of Transportation and Public Facilities (DOTXiBFesponsible for planning,
research, design, construction, operation, maintenance, and protectibrstate transportation
systems and many public facilities. This includes approxin&60 state-owned airports and
seaplane bases, 5,600 miles of state roads, 700 buildings rénogmmaintenance shops to state
office complexes, and 25 ports and harbors. In addition, the Deparmpeatand operates the
Alaska Marine Highway System (AMHS). The Departmesbabwns and operates the State
Equipment Fleet, which provides full maintenance support and rematemctivities for all
departments and state agencies, including 7,967 light and heavy duty vahicitaehments.

SIGNIFICANT ISSUES

The FY11 Department of Transportation and Public Facilities (&®FH) general fund operating
budget submitted by the Governor is $4,765.2 above the FY1l Adjusted Base8{$2,78
Unrestricted General Funds (UGF)/$1,977.2 Designated General Funds (DGF)]

Legislative Fiscal Analyst Comment: Last session, the legislature expanded the DOT&PF
highway, rural airport and facility maintenance and operations bung&12.7 million UGF.
The intent was to mitigate accumulating inflationary press{®2§ million) and expand service
levels ($10 million). The legislature may want to as@er@w this funding has been utilized to
improve services in FY10 and what the Department’s expectaientor FY11 before adding
expenditure authorization.

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

1. Fuel/Utility *“Trigger”  Appropriation (DOT&PF Maximum

$41.25 million UGF) The last three budget cycles have seen unprecedented
commodity price volatility. FYO08 was a year of high energycesi World-wide
economic conditions during FYQ9 relieved energy cost pressurevistateand FY10
began with Alaska North Slope (ANS) crude trading near $7@bénearly 180%
greater than the December 2008 low of $25.81/bbl). As of this writiNg &rude is
trading near $80/bbl and trending higher.

The oil price “trigger” appropriation created by the legisiatuas performed as intended
in this environment. By making fuel appropriations one-time itemd, backing them
out of base budgets each year, the legislature has avoided building a budgett Inaze tha
contain unnecessary funding.

As in FY10, disbursements of “fuel trigger” funding would occur atlibginning of
August and December. Disbursements would be based on the averageepbarrel of
ANS Crude to date on the first day of the aforementioned monthsexaample, prices
averaging $76 (the Department of Revenue’s Fall Forecastfprié&’11) on August 1st
would result in disbursement 8R0.5 million, of which DOT&PF would receive 65%
plus or minus 10% (as decided by the Governor’'s Office). As is expected, DRH &
has utilized the majority of past disbursements to purchedefor the Alaska Marine
Highway System.

DOT&PF received $33 million under the “trigger” appropriation FY09 (their
maximum allocation of the $44 million triggered). Due to theskrin the price of oil,
and subsequent reduction in the price of fuel, $9.2 million (of the $38mMDOT&PF
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received) was available for reprogramming during the FY09 sugpiainprocess. The
funding was appropriated to the Alaska Marine Highway Fund farduheeds. In
FY10, the Department received $11.25 million in August, and $13.5 million iarblser
2009.

Legislative Fiscal Analyst Comment:Given the current price of oil, none of the FY10
distribution is expected to be available at year end. The agency cegldre a
supplemental appropriation for FY10 if the price trend continues.

At some point, it may be advisable to accept that the world enerd¢etrhas changed
permanently. The current Department of Revenue oil price fetréw@e prices trending
upward for the next decade ranging from $80 to over $100/bbl. It mayuokent to
adjust agency base budgets, reducing the amount to be distributed via the trigger.

2. Environmental Protection Agency (EPA) Water Quality Permit

Compliance: $1.87 million UGF. The EPA National Pollutant Discharge
Elimination System Program (NPDES) requires the Departrieenbtain a permit for

municipal storm water conveyance systems. The NPDES reqoing3liance to a strict

set of standards regarding maintaining water quality. Eoently renewed permit,
effective February 1, 2010, mandates additional drain inventory céewhing and

increased street sweeping (from once a year to three timeshding for two new

positions is requested to manage and oversee compliance for the program.

The Department’s capital request includes $1 million UGF featgsn of a geographic
information system that maps the entire storm drainagemyist the Anchorage region.
Another $1.041 million UGF is included in the capital budget in resptmaa NPDES
mandate to map all sand storage sites within the Municipality of Anahorag

Legislative Fiscal Analyst Comment: The full impact of the more stringent permit
requirements on DOT&PF is not yet known. Subcommittees mayonashk the agency
for a complete multi-year impact analysis on both their operating and tdpitigets.
Also, given the February 1 effective date, the FY10 budget nedyatgustment in order
to comply with permit requirements.

3.  AMHS Satellite Communications Contract: $1 million UGF. The
Alaska Marine Highway System has recently closed a Rdoe Proposal (RFP) to
supply the fleet with satellite communications. A vendor is ebgoeto be selected in
mid January of 2010. The funding being utilized for the hardware and atistalvill be
supplied from the Federal Highway Administration through varioudH& and
Intelligent Transportation System (ITS) capital appropriatiofise agency is requesting
an increment to purchase the operating bandwidth for the commanicatstem to
commence operations.

Legislative Fiscal Analyst CommentThis increment request is an engineering estimate,
as a vendor has not yet been awarded a contract. Refinements to the regueEstur in
subcommittee.

4.  AMHS Bellingham Terminal Lease Increase: $500.0 DB The
lease for the Bellingham Terminal has recently been renggmhtiaThe building lease
will increase $483.4 along with operating and maintenance incredsas additional
$148.0. Contracted terminal services (ticketing, reservation3, Bowever, decreased
$134.0 for a net increase of approximately $500.0.
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5.

Northern Region ADA Compliance, Positions, and Buding

Costs: $547.0 UGF. The Federal Highway Administration has notified the
agency that they are potentially in violation of the Americaith Disabilities Act
(ADA) with regard to sidewalk and bike path maintenance in tbehdrn Region.
Additional funding ($305.0) is requested in the Highways and Aviatimtadion to
create a Sidewalk/Wheel Chair Ramp Repair Program. The fumdinge utilized to
replace frost heaved sections of bike path and repair @llimgtcessary wheel chair
ramps. Included in the Facilities allocation is an incrementtf maintenance
specialist positions and the operating costs for two new buildingscdéinae online in
2009 ($242.0).

Legislative Fiscal Analyst CommentAs noted above, considerable funding was added
to the three regional Highways, Aviation and Facilities allocatidest session for
inflationary costs and service expansion. Northern Region Highwags Aviation
received $5.4 million and Northern Region Facilities received $826.6. Sulitteasm
may wish to review how this funding is being utilized before isangaexpenditure
authority.

Harbor Program Administration: $275.0 UGF. The budget for
administration of the Harbor Program is being moved from tipitatabudget to the
operating budget. An annual general fund appropriation has been includeccapital
budget for some time. Prior year amounts are: FY10 — $200.0, F$4080-0, FYO08 -
$200.0, FY07 - $600.0, FY06 - $100.0.

Legislative Fiscal Analyst Comment:DOT&PF has requested this ongoing program be
moved in order to conform with recent legislative policy regagdilearer differentiation
between capital and operating budget items. This action would not arify dhe
capital and operating budgets, but provide DOT&PF with a consistent annual budget.

State Equipment Fleet (SEF) Commodities, Fuel, an&ervices:

$2.7 million (Other). Additional expenditure authority is requested from the
Highway Equipment Working Capital Fund (HEW&Fin order to match budgetary
authority with anticipated costs. As the cost of maintairang replacing the fleet's
assets increases, so do the rates the State Equipmentnbetharge to agencies that
rent the equipment. Pressures driving the budget increase irsudest of motor fuel
(purchased through the SEF credit card system), the cost ef toaperform remote
maintenance, shipping costs and inflationary effects on other commodities.

ORGANIZATIONAL CHANGES

There are no significant changes.

13 The HEWCF is an internal service fund of the st@ifee the Information Services Fund or Public
Building Fund) used to aggregate operating andaceghent costs of the State’s equipment fleet. Reve
of the fund is derived from the leasing of stataipment to state agencies.

Page 153




Legislative Fiscal Analyst's Overview of the Goven's FY2011 Request

CAPITAL REQUEST

The DOT&PF capital budget comprises the majority of thtestide capital budget each year.
Typical programs include the Surface Transportation Prograceifte from the Federal
Highway Administration) and the Airport Improvement Prograncdigts from the Federal
Aviation Administration). Both programs require state matodmponents that are usually
budgeted separately to allow for agency flexibility. The budtgst typically has appropriations
from the general fund for facility, harbor, airport, highway ancgskh Marine Highway
vessel/terminal deferred maintenance, and for the stoofmli materials for construction. The
Governor’s proposal contains elements of all of the above. See the capitdldrdige on page
55 for further details.
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University of Alaska

All Dollars in Thousands

(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $617,042.4
FY10 Fiscal Notes -
CarryForward -
Special Appropriations -
Agency Transfers 1,650.0
10 Contractual Salary Adjustments -
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $618,692.4 $1,650.0 0.3%
One-time Items removed (4,518.4)
Transfers between Agencies (nets zero statewide) 305.0
FY11 Contractual Salary and Health Increases 11,2734
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $625,752.4 $7,060.0 1.1%
[FY11 Governor's GF Increments/Decrements/Fund Changes 13,161.4
FY11 [Governor's Request (GF only) $638,913.8 $13,161.4 2.1%
v Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's |Baseto FY11
Base Budget |Request (GF| Governor's
(GF Only) only) Request See Note:
Allocation $13,161.4
Budget Reductions/Additions - Systemwide 2.0 432.5 430.5 5
Statewide Services 29,353.6 29,593.0 239.4 1,2
Office of Information Technology 16,923.1 17,681.9 758.8 1
Systemwide Education and Outreach 7,589.0 7,591.0 2.0 1
Anchorage Campus 204,532.1 207,162.7 2,630.6 1,2,3
Kenai Peninsula College 10,714.3 10,828.5 114.2 1,2
Kodiak College 3,684.1 3,721.4 37.3 1,2
Matanuska-Susitna College 8,765.9 8,862.3 96.4 1,2
Prince William Sound Community College 6,120.3 6,176.6 56.3 1,2
Small Business Development Center 887.2 891.2 4.0 1
Fairbanks Campus 192,486.2 197,447.7 4,961.5 1,23
Fairbanks Organized Research 56,474.2 58,213.1 1,738.9 14
Bristol Bay Campus 2,005.6 2,033.4 27.8 12
Chukchi Campus 1,245.5 1,265.7 20.2 12
College of Rural and Community Development 11,101.6 11,102.2 0.6 1
Interior-Aleutians Campus 2,607.3 2,648.7 41.4 12
Kuskokwim Campus 4,534.1 4,630.2 96.1 12
Northwest Campus 2,054.3 2,078.1 23.8 1,2
Tanana Valley Campus 11,792.2 11,808.6 16.4 1
Cooperative Extension Service 5,220.3 6,525.5 1,305.2 14
Juneau Campus 37,296.4 37,770.0 473.6 1,25
Ketchikan Campus 4,463.7 45174 53.7 12
Sitka Campus 5,899.4 5,932.1 32.7 1,2
Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request  |See Note:
Other State Funds (all allocations) 73,280.0 76,146.0 2,866.0
Federal Funds (all allocations) 131,006.7 132,798.7 1,792.0
Total Non-General Funds (all allocations) $204,286.7 $208,944.7 $4,658.0
Position Changes (From FY10 Management Plan to Gov) 5,216 5,216 0
PFT 4,994 4,994 -
PPT 222 222 -
Temp - - -
, . State Funds Federal
Governor's Capital Request (GF + Other) Funds Total See Note:
Planning and Research 1,400.0 - 1,400.0
Maintenance and Repairs 37,500.0 - 37,500.0
Remodel, Reconstruction and Upgrades - - -
New Construction and Land Acquisition 108,600.0 - 108,600.0
Equipment and Materials - - -
Information Systems and Technology - - -
Other 15,000.0 - 15,000.0
TOTAL CAPITAL $162,500.0 $0.0| $162,500.0
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University of Alaska

The major goals of the University are to inspire learning, anédvance and disseminate
knowledge through teaching, research, and public service, emphabizifgrth and its diverse
peoples by fostering and promoting the following:

* a high quality postsecondary educational system;
* appropriate vocational education development and training;
» advancement and extension of knowledge, learning, and culture; and

» the University as the state’s primary research fgaiith focus on the application of
new knowledge and emerging technologies to meet the needs of the state.

SIGNIFICANT ISSUES

The FY11 University of Alaska (UA) general fund operating budget submitted by therrdovs
$13,161.4 above the FY11 Adjusted Base [$5,294.7 Unrestricted General F@&tegjé $0,866.7
Designated General Funds (DGF)]. Significant issues afdidiited in the notes below and
correspond to the numbers in the last column on the preceding spreadsheet.

1. Non-Personal Services Fixed Cost Increases: $8.74illion
($2,168.4 UGF/ $4,520.0 DGF/ $1,172.8 Other/ $892@deral
Receipts).This increment is intended to cover:

a. facilities maintenance and repair costs (calculated miramum 1.5% of current
building value to keep pace with ever increasing building maintenaeeds) and
other increases in non-discretionary costs (estimated at 1.8#nwhctual services
and commodities); and

b. statewide network infrastructure/connectivity funding whishnecessary to fully
utilize the high-speed network connectivity currently provided by broadband
capacity gift circuit between the University of Alaskanda the national
research/educational network Internet2. This request also prasgassion of the
available bandwidth to UA Community Campuses and rural locatimpspiing the
availability and speed of telecommunications services.

2.  Utility Cost Increases: $2.6 million ($1,484.3 UGF$1,100.0 DGF).
This increment covers the projected FY11 utility and fuetost increases, estimated at
ten percent over FY10.

Legislative Fiscal Analyst CommentAs in FY10, the Governor included a contingent
appropriation in the operating budget to offset increased fuel andyutibosts of
agencies. The University contends that the fuel trigger provitasgficient funding
because it does not cover the total cost of fuel/utility emee since FYOQ7. The
University indicates that a supplemental request for fueljutdosts may be submitted
for FY10.

3. New Facility Operating and Maintenance Costs$692.0 (all UGF).

Additional funding in this area would cover:
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a. the Integrated Science Building (ISB) ($429.0 UGF) at the Usityeof Alaska
Anchorage campus. The request adds to the $2,094.3 ($1,025.0 UGF/$1,069.3 DGF)
received as base funding for ISB operating and maintenance costs in FY10; and

b. the State Virology Lab ($263.0 UGF) at the University of AlaBkrbanks (UAF)
campus. This increment will provide UAF's portion of annual base ifignbr
maintenance and operations of the new lab that is owned and prio@ripied by
the State of Alaska Department of Health and Social Ssvin FY10, one-time
funding of $150.0 UGF (which was to cover approximately 57% of UAF’s poofion
the cost) was approved. The one-time appropriation was removedtieoifaY11
Adjusted Base.

4.  Energy Priority Program: $3.6 million ($950.0 UGF/ $1,768.4

DGF/ $900.0 Federal Receipjs Fairbanks Organized Research and the
Cooperative Extension Service each request increments of appteki $1.8 million to
work with the Alaska Center for Energy and Power (ACER) ather University
researchers to bring applicable energy research informaticorimunities throughout
the state. A liaison will work with communities, inform ABEof energy-related
problems and local resources, and transmit information from AGEBmmunities. The
increment will also allow for the development of energy-relatednsion materials for
use statewide. The same amounts of one-time funding were appbpoatéhese
purposes in FY10; this request would make the funding part of theetditivs base
budget.

5. Technical Vocational Education Program (TVEP) Receits

distribution: $478.3 (all DGF). According to Chapter 47, SLA 2008 (HB 2),
50% of TVEP funding is allocated to the University. Availa@l¥EP funding is
projected to be $5.2 million for FY11 (approximately a 10% increase FY10). (The
estimated statewide total net available TVEP funding fod FYs $10.9 million, an
increase of $956.8 over FY10.) University funding is statutorilycatied to Statewide
Programs—45% ($430.5 increment in FY11) and the University of Alaskth&ast—
5% ($47.8 increment in FY11). TVEP funding has been instrumental ldrtiversity’s
ability to meet Alaska’'s workforce training and educationatiaesnd continues to be the
key source of funds for that purpose.

Legislative Fiscal Analyst Commentin FYQ09, the University transferred TVEP funds
from the University of Alaska Southeast through a Reimbursabléc&erAgreement
(RSA), and indicated they were likely to do so in FY10. LegisKithaace believes the
transfers violate rules regarding transfers across appropriatioediand are counter to
legislative intent.

Legislative Fiscal Analyst Recommendationf the University of Alaska Southeast
appropriation cannot use the TVEP allocation, the money should lapse lemtisfould
be modified.

The Governor's University of Alaska FY11 budget adds no new positidie total count is
4,916 (4,694 PFT and 222 PPT) positions.

Legislative Fiscal Analyst CommentThe Governor’s budget is less than the Board of Regents’
request by $17.9 million (all GF). In past years, narratives discliskiferences between the
Regent’'s request and the Governor's request. In response tdategisdirection that the
Governor’s request will serve as the starting point of budgebeleltions, the Regent’s request
is not discussed here.
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ORGANIZATIONAL CHANGES

The single appropriation structure under which the Universitiybieen organized for many years
was replaced by the legislature with a multiple approprastructure in FY09. The legislature
determined that seven appropriations would allow more oversightamtibicfrom a legislative
perspective. The Governor's FY11 budget has maintained thestaroture that is in place for
FY10.

CAPITAL REQUEST
There are two general fund projects in the University’'s FY11 cdpitddet:

* $37.5 million GF to maintain existing facilities (renewal andosation annual
requirement); and

¢ $1.4 million GF for a feasibility study for community campusesisTevaluation
would use the academic and campus master plans to identify acaehsupport
infrastructure facilities needed and then test the abiliguafent campus facilities to
meet those needs. These campuses are located throughout Adaskaefchikan to
Kotzebue.

The largest item in the University’s capital request—$108.6amifor the UAF Life Sciences
Classroom and Lab Facility—is funded with a combination of Cesati#is of Participation and
University Receipts. The facility—which has been a Univeityrity project for several years—
would provide classrooms, research lab space and offices for lifessiprograms.
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Alaska Court System

All Dollars in Thousands

(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $87,211.3
FY10 Fiscal Notes -
CarryForward -
Special Appropriations -
Agency Transfers -
10 Contractual Salary Adjustments -
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $87,211.3 $0.0 0.0%
One-time Items removed (1.5)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 2,753.6
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $89,963.4 $2,752.1 3.2%
|[FY11 Governor's GF Increments/Decrements/Fund Changes 5,352.4
FY11 [Governor's Request (GF only) $95,315.8 $5,352.4 5.9%
v
, Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's |Base to FY11
Base Budget |Request (GF | Governor's
(GF Only) only) Request See Note:
Allocation $5,352.4
Apellate Courts 6,469.0 6,642.3 173.3 1,2
Trial Courts 71,490.3 76,108.0 4617.7] 1,234
Administration and Support 9,522.2 10,048.6 526.4 1
Commission on Judicial Conduct 366.9 376.9 10.0 1
Judicial Council 1,073.0 1,098.0 25.0
Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 506.0 1,561.3 1,055.3 5
Federal Funds (all allocations) 1,675.6 1,675.6 0.0
Total Non-General Funds (all allocations) $2,181.6 $3 ,236.9 $1,055.3
T
Position Changes (From FY10 Management Plan to Gov) 806 832 26
PFT 737 763 26 1
PPT 47 47 0
Temp 22 22 -
. . State Funds Federal
Governor's Capital Request (GE + Other) Funds Total See Note:
Planning and Research - - -
Maintenance and Repairs 2,500.0 - 2,500.0
Remodel, Reconstruction and Upgrades - - -
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $2,500.0 $0.0 $2,500.0
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Alaska Court System

The Alaska Court System constitutes the Judicial Brancheoftiate’s government. Alaska has a
unified, centrally administered, and completely state-funded judigiitem. The mission of the
Alaska Court System is to provide, expeditiously and with iniggan accessible and impartial
forum for the just resolution of all cases that come befgrand to decide such cases in
accordance with the law.

There are four levels of courts in the Alaska Court Systeoh, wih different powers, duties and
responsibilities. The four levels of courts are the Supr€mert, the Court of Appeals, the
Superior Court, and the District Court. The Supreme Court and theri@u@ourt were
established in the Alaska Constitution. The District Court was edtablisy state statute in 1959.
The Court of Appeals was established by state statute in 1988didtion and other areas of the
judicial responsibility for each level of court are set out in Teof the Alaska Statutes.

The Alaska Court System’s budget is presented in three appi@priaguests - the Alaska Court
System, the Commission on Judicial Conduct, and the Judicial Council.

SIGNIFICANT ISSUES

The FY11 Alaska Court System’s general fund operating budget is $5|3524dtricted General
Funds (UGF) above the FY11l Adjusted Base. Significant issweighlighted in the notes
below and correspond to the numbers in the last column on the preceding spteadshee

1. Improve Public Service: $4.25 million UGF.The Court System has been
experiencing difficulty in recruiting and retaining qualifiedfsto manage the Agency’s
increased caseloads throughout the state. To address this pritidergency has
requested twenty-six additional full-time positions in the FY11 buddetrements to
address caseloads include:

* $2,007.0 UGF:Add clerical and administrative support positions in communities
with the largest need;

Legislative Fiscal Analyst Commentn FY10, the legislature approved 50% ($1
Million UGF) of the Court’s $2.1 Million UGF request to ina®e court positions
statewide.

» $1,483.2 UGF:Apply changes to the geographical differential as recommendad by
recent salary study commissioned by the Department of Admimstrand to
progress towards parity of the court system’s salary stietith that of the General
Government and Supervisory Bargaining Unions. The differenirakiotly paid to
court employees (AS 39.27.02) has not been changed in over 25 years;

Legislative Fiscal Analyst Commenifhe geographic differential recommendations
have not been adopted and do not yet apply to other state employees.

* $174.7 UGF:Increase hourly pay for Pro Tem Judges and Justices from $3@hour
$75/hour. Courts contends that this rate is comparable to the hatelyf court
appointed attorneys. Pro tem appointments are made to cover judicialigacanc

Legislative Fiscal Analyst Commentn FY10, the Court System requested a smaller
increment for this purpose ($147.4 UGF), which the legislature deniehis FY11
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request reflects an increase in the Judicial Retiremente®y$IRS) contribution
rate.

* $574.3 UGF: Eliminate vacancy factors that currently exacerbate rthmber of
backlogged caseloads by forcing delays in filling judgeships; and

Legislative Fiscal Analyst Commentin FY10, the legislature approved 39%
($250.0 UGF) of the Court’s $639.4 UGF request to eliminate vacancy factors.

* $10.0 UGF:Reduce personal services underfunding in the office of Judicial Conduc

Legislative Fiscal Analyst Commentn FY10, the legislature fully funded the Court
System’s $3.6 UGF request for personal services underfunding in fice of
Judicial Conduct.

2. Operating Expenses: $803.2 UGFoperating costs are increasing for the
Court System in the areas of lease costs, building maintenance sysiigice contracts,
equipment, and travel. Increments for these purposes include:

* $278.8 UGF:This increment would cover annual building maintenance cbgte i
Courts were to assume ownership of the Nome court facility fitoen Federal
Government. This increment will not be needed if funding foewa State Office
Building in Nome is approved. In 2009, the legislature appropriatedriillién
UGF to the Department of Transportation and Public Facilib&3T&PF) for land
purchase and project design. The Governor did not include the Coeqtiest
(submitted through DOT&PF on behalf of the Court System and othaciagefor
$33 million UGF) to construct a new facility in the FY11 cabibudget. If the
Governor does not submit a budget amendment for facility consinydtie Court
System will seek additional funding to address numerous ibgildhaintenance
issues surrounding the existing Nome court facility;

* $250.0 UGF: Update operating systems and replace outdated equipment with a
planned, cycled approach;

Legislative Fiscal Analyst CommentThe Court System requested a similar
increment in FY10; half ($125.0 UGF) was approved).

« $99.2 UGF:Increase lease space in both Galena and Chevak. Any triglingcga
jury in the Chevak area must presently be conducted in Bethel duedequate
space in the current building. Additionally, the Agency requastincrement for
new space in Galena indicating that its trial facilityté® small and becoming
increasingly difficult to maintain;

* $98.0 UGF: Increase for instate/long distance phone expenses. In past thea
Court System used prepaid phone cards extensively to save onostdl for
instate/long-distance services. Because the currentrcaniieno longer provide
these services at rates formerly offered, the Court Byst#l use a combination of
local carriers and a teleconferencing service provided throughdhiénc.;

» $67.8 UGF: Replacement of aging workstations and furniture; and

Legislative Fiscal Analyst Commentn FY10, the legislature approved 42% ($50.0
UGF) of the Court’'s $117.8 UGF request for replacement of aging equoipamsl
furniture.
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* $9.4 UGF: Additional travel expenses for the Juneau-based Chief Justice
participate in interagency meetings, court functions, and offaiants, many of
which occur in Anchorage.

3. Transcript Costs for Criminal Proceedings: $12%) UGF. The
demand for transcripts has increased in step with an increasemimal caseloads.
Coupled with this increased demand, fewer contractors aragvit accept work from
the court because the payment rates are below market staritlaed€ourt System is
currently paying a per page rate of $2.65 - $3.05, while federalscargtpaying a per
page rate of $3.65 - $4.85.

Legislative Fiscal Analyst CommenThe Court System’s request for a similar increment
in FY10 was denied.

4. Custody Mediation Program: $125.0 UGFover a recent 18-month period,
mediation referrals increased sharply resulting in a 250 gencerease in costs—an
amount not sustainable by the federal grant that funds this prograe Court System
seeks funding to augment federal funds and to expand this progfarwording to
Courts, this program is successful and assists parents @opeg workable custody
agreements while supporting domestic violence prevention.

5. Mental Health Programs: $955.3 MHTAAR and $845.65F/MH.
FY11 will be the third year of zero-based budgeting for Mentalthi@aust Authority
Authorized Receipts (MHTAAR) funding — meaning that all MHTAAlding in state
agencies is removed from the adjusted base and reconsidefesl Meital Health Trust
Authority each fiscal year.

For FY11, The Mental Health Trust Authority is recommending $955.3 ($@8s0than
FY10 Authorized) in MHTAAR funding for the MH Trust DisabylitJustice Initiative.
The majority of the funding is for:

* preventative treatment for youth intended to avoid future expers@ament
services associated with the adult correctional and judicial systerd

» developing court-ordered treatment plans that address clies#snent needs and
are monitored by the court, thus reducing risk of future contactstihé criminal
justice system.

The majority of the $845.6 GF/MH funding will support Disabilitystice Initiative
programs to ensure continued access to treatment services iftingexand new
therapeutic courts participants.

ORGANIZATIONAL CHANGES

There are no significant changes requested.

CAPITAL REQUEST

As a separate branch of state government, the Alaska Costgén$Syas the constitutional
authority to submit its operating budget request directly tddbeslature. As a courtesy, the
Court System sends its operating budget to the Governor for thngaio the legislature. This
allows the operating budgets for all three branches to be introdudezisarme budget bill.
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The Alaska Court System also has the constitutional authoriybmit its capital budget request
directly to the legislature, and it does so each year. This budgginstted in the form of budget
documents rather than in the form of legislation. Because ¢hbet System does not have the
power to introduce bills, governors have traditionally includedesorall of the Court System’s
capital budget request in the Governor’s capital budget bill.

For FY11, the Court System is presenting a capital réqoe$41.1 million UGF to the
legislature. The Governor included $2.5 million UGF (all foredefd maintenance projects) in
his capital budget bill. The list of all the Court System’s capitakptsjis listed below:

Priority Project Amount
(in thousands)

1) Anchorage Campus Project Renovation $18,148.1

2) Nome Courthouse Deferred Maintenance, Code $3,830.9
Upgrades, and Remodel

3) Court Information Technology Enhancements $1,943.8

4) Law Library Integrated Services Software $150.0

5) Court Security Projects $978.8

6) Building Equipment & Systems Replacement (to Extend $1,000.1
Life of Facilities)

7 Statewide Remodel Projects $1,690.0

8) Replace Worn Furnishings and Repair Specialjzed $650.0
Finishes in Public Use Spaces

9) Deferred Maintenance Projects $11,826.7

10) Statewide Building Code and Energy Upgrade for Court $745.0
Buildings

11) Vehicles and Forklift Replacement $95.0

TOTAL $41,058.4
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Alaska Legislature

All Dollars in Thousands

(GF Only) Change % Change | See Note:
FY10 Conference Committee (GF Only) $65,730.0
FY10 Fiscal Notes -
CarryForward 1,545.8
Special Appropriations -
Agency Transfers -
10 Contractual Salary Adjustments -
Misc Adjustments -
Vetoes -
FY10 Management Plan (GF only) $67,275.8 $1,545.8 2.4%
One-time ltems removed (1,545.8)
Transfers between Agencies (nets zero statewide) -
FY11 Contractual Salary and Health Increases 973.2
Misc Adjustments -
FY11 Adjusted Base Budget (GF only) $66,703.2 ($572.6) -0.9%
FY11 Governor's GF Increments/Decrements/Fund Changes 1,545.8
FY11 Governor's Request (GF only) $68,249.0 $1,545.8 2.3%
v
Change from
FY11 Governor's Increments, Decrements and Fund FY11 FY11 Adj
Changes FY11 Adjusted | Governor's |Base to FY11
Base Budget |Request (GF | Governor's
(GF Only) only) Request See Note:
Allocation $1,545.8
Council and Subcommittees 1,296.9 2,842.7 1,545.8 2
Office of Victims Rights (fund source change) - - 0.0
Change from
FY11 Adj
Non-General Fund Agency Summary FY11 Base to FY11
FY11 Adjusted | Governor's Governor's
Base Budget Request Request See Note:
Other State Funds (all allocations) 0.0 0.0 0.0
Federal Funds (all allocations) 340.0 340.0 0.0
Total Non-General Funds (all allocations) $340.0 $340 .0 $0.0
Position Changes (From FY10 Management Plan to Gov) 526 526 0
PFT 246 246 -
PPT 280 280 -
Temp - - -
Governor's Capital Request (S(;?:ti ’;ut?‘i?) FFeudnedr:I Total See Note:
Planning and Research - - -
Maintenance and Repairs - - -
Remodel, Reconstruction and Upgrades - - -
New Construction and Land Acquisition - - -
Equipment and Materials - - -
Information Systems and Technology - - -
Other - - -
TOTAL CAPITAL $0.0 $0.0 $0.0
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Alaska Legislature

The Alaska State Legislature sets policy through the adoptidawsf and has the power of
appropriation as provided in the Alaska Constitution and in statietest The legislature includes
the following appropriations and allocations:

* Legislative Budget and Audit Committee
0 Legislative Audit
0 Legislative Finance
o Committee Expenses
0 Legislature State Facilities Rent
» Legislative Council
Legislative Salaries and Allowances
Administrative Services
Session Expenses
Council and Subcommittees
Legal and Research Services
Select Committee on Ethics
Office of Victims Rights
Office of the Ombudsman

O O O O o o o o

* Legislative Operating Budget

SIGNIFICANT ISSUES

The budget submitted to the Governor is traditionally a prelirpimmaft that has not been
formally reviewed by legislative leadership. The FY11 sulainig essentially identical to the
FY10 budget, with the exception of salary adjustments and a fumdjel{aee #1 below). The
notes below correspond to the numbers in the last column on the preceding spreadshee

1.

A fund change replaces $60.5 of Permanent Fund Dividend (PFD)n@tifands with
unrestricted general funds.

Legislative Fiscal Analyst Comment The amount of PFD Criminal funds available
varies with the amount of the Permanent Fund dividend and the numbeloms fe
incarcerated. Because recent investment losses reduced Riels,i¢ a corresponding
decrease in available PFD Criminal funds. The result is that Uriotstt General Funds
(UGF) is requested to replace PFD Criminal funds.

Because the Governor traditionally does not alter the budget tsetbriny the legislature,
two one-time appropriations from FY10 remain in the FY11 budget—$45.8fbiGRe
Legislative Outdoor Heritage Council and $1.5 million UGF foiEmdangered Species
Act/Effects of Climate Change.
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Legislative Fiscal Analyst Commentin keeping with a legislative decision to minimize
carryforward, the legislature may wish to delete these FY10itenme from the FY11
budget.

There are no capital projects or organizational changes requested.
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