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September 7, 2021
RE: SJR/HJR 301
The Alaska Municipal League (AML) works to strengthen local governments in Alaska. The stability and well-being of local governments is intertwined with that of the State. The State’s budget uncertainty directly and negatively impacts local governments.
AML has advocated for a sustainable fiscal plan since at least 2015, and currently is supportive of a comprehensive approach that includes new revenues. Our support of new and/or additional revenues is based on current underfunding of budget items directly relevant to local governments. As part of a discussion about new revenues, however, we recognize other component pieces of a comprehensive plan, including calls for a spending cap or appropriations limit.
Of course, timing is important – some may argue for no new revenue without a spending cap first. We would argue for no spending cap until there was something more to spend. Pulling these levers simultaneously makes sense, even if they don’t all come from the same bill sponsor.
With that in mind, we are appreciative of Rep. Kaufman’s and Sen. Myers’ common-sense approach to an appropriation limit. 
AML likes that this proposal is tied to economic activity in Alaska. Doing so, especially alongside new revenues, brings the State closer to the economy than it’s ever been. While new revenues would make citizens taxpayers – a cap on spending in and of itself – an appropriations limit tied to economic growth means that it’s in the interest of the State to strengthen economic development.
The current proposal leaves “headroom” for spending. That’s important, because of the deficiencies of current spending. We know that State spending hasn’t kept pace with inflation for public education, community and regional jails, Community Assistance, nor many other programs. State spending has also been unable to afford to pay debts to reimburse local government for school construction and major maintenance, even as the State itself is unable to take on those capital costs. The fact that this proposal doesn’t take this current budget as a baseline, but leaves room for the budget to correspond to needs, is a good thing. The State can make necessary investments that promote growth and provide stability.
AML would recommend that under the exceptions to the cap be added the ability to reimburse for debt obligations taken on by local governments, when the State didn’t act directly (including for schools and harbors). That could simply be an change to line 8 of page 1, edited to say “appropriations required to pay or reimburse the State’s portion of principal or interest on revenue bonds and general obligation bonds…”
We note that the proposals of real GDP calculation do not account for government spending. It could be that this should only refer to State spending, such that the State is unable to tilt the appropriation limit in its favor, and also recognizing that local and federal spending are independent of State decision-making, are prominent within Alaska’s GDP, and themselves provide a smoothing of boom-and-bust cycles. 
In terms of this being a Constitutional amendment, we ask that the Legislature consider putting this in statute first, with a clause that triggers voter approval if after five years it has been effective – or not – in law. Essentially, AML would like to make sure this works and well before placing it in the Constitution.
In summary, AML is supportive of a comprehensive fiscal package, of which a spending cap is a plausible component. The version offered by Sen. Myers and Rep. Kaufman may serve as a good starting point to move this effort forward.
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Nils Andreassen
Executive Director
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