


Office of the Governor 
Office of Management and Budget

5/16/91

Proposed Amendments to HB 251 
House State Affairs Committee

Amend page 1, line 9, to read:
general fund debt obligations of the state and its political subdivisions. &  
fund.lgasergufch.asas, and to

Amend page 2, lines 4*5, to read:
(2) to reimburse municipalities for obligations authorized under AS 
14.11.100; [AND] (3) to finance the acauisition of state facilities through 
lease-purchase agreements: and (4) if an unobligated balance remains, to 
finance the design and construction of capital projects.

Amend page 3, lines 28-29, to read:
(2) to reimburse municipalities for obligations authorized under AS 
14.11.100; (AND) (3) tQJiRanca.Lhg..acquisiliQn-Qf.sLala.facilities.thfQugh 
lease-purchase agreements: and <41 if an unobligated balance remains, to 
finance the design and construction of capital projects.

The purpose of the amendments is to clarify that money in the debt retirement 
fund can be appropriated for lease-purchase payments for state facilities.
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WALTER J. HICKCL
oovcnNOn “ I '^  ».y

S t a t e  o r  A l a h k a
o rn c c  Q r  t m c  c i o v c w n o m  

JO N IA U

A p r i l  3, 1991

The Honorable Ben Grussendorf 
Speaker o f  the House 
Alaska S ta te  L eg is la tu re  
P.O . Box V Juneau, AK 99811
Dear Speaker Grussendorf:
Under the au th o r i ty  o f a r t .  I l l ,  s e c .  18, o f  the Alaska 
C on s t i tu t io n , I am tran sm itt ing  a b i l l  e s ta b l is h in g  the Alaska 
debt retirement fund. This b i l l  i s  one o f th ree  measures th a t  make up my Alaska debt retirement fund p roposa l ; the o th e r s ,  
which accompany th is  b i l l ,  are  a proposed c o n s t i tu t io n a l  
amendment and an app rop r ia t ion  b i l l .
The Alaska debt retirement fund has two major o b je c t iv e s :  f i r s t ,
t o  s e t  a s id e  p a r t  o f  f i s c a l  year 1991 surp lus revenue to  he lp  pay 
A lask a 's  fu tu re  general o b l ig a t io n  debt se rv ice  and municipal schoo l debt reimbursement; and second, to  e s t a b l i s h  a long-term  
source  o f  revenue to  pay fo r  debt s e rv ic e  and to  finance c a p i t a l  p r o je c t s  th a t  w i l l  broaden A laska 's  economic base.
I hope th a t  every member of the l e g is l a t u r e  w i l l  agree w ith me 
t h a t ,  as stewards o f  A laska 's  re sou rce  wealth , we must con s id e r  
in v e s t in g , r a th e r  than spending, most o f  the revenue su rp lus th a t  
the  s t a t e  re ce ives  th i s  yea r . Of c ou rse , I expect there to  be a 
wide range o f  op in ions on the b es t way to  Invest the su rp lu s ,  but 
i f  we can concur th a t  th is  unexpected revenue should be invested  
soundly , we w i l l  have reached an Important po in t o f  agreement. I am w i l l in g  to  g lvo a l l  p roposa ls  f o r  investing the revenue 
su rp lus f a i r  c on s id e ra t ion , and I hopo th a t  tho l e g is la t u r e  w i l l  
accord  the Alaska debt retirement fund tho same f a i r  hearing .
Tho f i r s t  goal o f the Alaska dobt retirement fund is  to  he lp  
r e t i r o  s t a te  and municipal deb t . The S ta to  o f  Alaska w i l l  spend 
noarly  $ 250 ,0 00 ,0 0 0  over the next nlno yoars to  repay our general o b l ig a t io n  dob t . In a d d it ion , tho l o g is l a t u r o  au tho rized  tho  reimbursomont of A laska 's  municipal governments in an amount 
oxceeding $735 ,0 00 ,0 0 0  in schoo l debt se rv ice  over the next 23 yoa rs . Those two budget itoms t o t a l  noarly $ 1 ,0 0 0 ,0 0 0 ,0 0 0 .
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The Alaska debt retirement fund would a llow  us to  save p a r t  o f  
our surp lus revenue to he lp  pay o f f  our general o b l ig a t i o n  debt 
and reimburse A laska 's  municipal governments f o r  t h e i r  schoo l 
debt payments. By doing s o ,  we would s u b s t a n t ia l ly  improve 
A lask a 's  a b i l i t y  to  maintain a balanced budget as petroleum  
revenue dec lin es  over the next 20 yea rs .
The second goal o f the Alaska debt retirement fund i s  to  
e s t a b l i s h  a long-term source o f revenue to  pay f o r  debt s e rv ic e ,  and to  use the remaining balance o f the fund to  f inance  c a p i t a l  
p r o je c t s  th a t w i l l  d iv e r s i f y  and strengthen A la sk a 's  economy.
The companion jo in t  r e s o lu t io n  to  th is  b i l l  proposes a 
c o n s t i t u t io n a l  amendment th a t  would d ed ica te  a p o r t io n  o f  our 
ownership revenue — mineral lease  r e n ta l s ,  r o y a l t i e s ,  r o y a l ty  
s a le  proceeds , and o ther resource  revenues —  to  the fund.
A la sk a '8 economic in f r a s t ru c tu re  - -  i t s  p o r t ,  t r a n s p o r ta t io n  and 
energy systems — are inadequate to  support the broad economic 
foundation on which the fu tu re  o f the s t a te  depends. The Alaska 
debt retirement fund would provide the means to  finance  
re spon s ib le  expansion o f the s t a t e ' s  In f r a s t r u c tu r e ,  enhancing 
the v i a b i l i t y  and competitiveness o f  A laska 's  in d u s t r i e s .
The time fo r  the Alaska debt retirement fund i s  now. Th is  y e a r 's  
su rp lus revenue gives Alaska the opportun ity  to  e s t a b l i s h  a fund 
with a statew ide purpose. This revenue su rp lus i s  expected to  be 
a one time event. With the dec lin ing  p roduct ion  a t  Prudhoe Bay, 
we must commit to  r e t i r in g  our debt and bu i ld in g  a b road er , 
value-added economy. The Alaska debt re t irem en t fund w i l l  serve 
th a t  purpose. I urge your support fo r  the fund.

G o v e rn o r



FISCAL NOTE No. 1
. STATE'OF ALASKA 
1W1 LEGISLATIVE SESSION

Revision Dste: March 27. 1991
Title: Alaska Debt Retirement Fuod

Bill Version: HB 251
(H) Publish Date: A73/91

Department Affected: Revenue
BRU: Revenue Operatiooj
Component: Treasury Managment

Sponsor Rules request of Governor 
Requestor Office of the Governor

Component Serial No.

Expenditures/Revenues: (Thousands of Dollars)
I 2 1 |

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97 i
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

'| REVENUE (63.240) (132.350) (207.130) (263.040) (306,7 X)) (389.330) \

GENERAL FUND (63.240) (132.350) (207.130) (263.040) (306.740) (389.330)
FEDERAL FUNDS
OTHER
TOTAL (63.240) (132.350) (207.130) (263.040) (306.740) (389.330)

’OSmONS:
FULL-TIME

, PART-TIME
TEMPORARY

jtimate of current year impact:

ANALYSIS: Trrasuryi’ opcrauoa would not experience a fiscal impact. If bill passes and (be constitutional amendment is not 
adopted there would not be a revenue impact. If the constitutional amendment is adopted rcneral fund revenues will be reduced 
the above numbers. Thu assumes mtcreit e a n i ty  no utapcnt residual amounts. See attadied spread sheet analysis foe details

rp a itd b y : B f l f f i . C . A n ^ w ^ ^ : :  
tviaioo: J s s B S L .
jyroYfd by CoroflUBWOCf 
ftoqr

Ltptbtrrt r

Pbooe: ^ L iH iS L  
Dale: ___________

itnbutiuo (by prrpam). 

r r  KV91

Onace. Ltftaiaove Spoasor. Requkstor, OMB. A Impacscd Agencytks).

f a |e  of.

c o m m it t e e  c o p y





TABLE 32

State of Alaska 
Debt Service on State-Supported Debt 

($ Millions)

(1) (2) (3) (4) (5)
Lease-Puxchase School Total

Fiscal State Obligations Debt Debt
Year GO UA ‘ASHA (Lease) (Muni) Service
79 $60.0 $1.7 $10.1 $0 $22.3 $94.1
80 75.1 1.8 10.1 0 24.1 111.1
81 97.6 2.2 10.0 0 38.4 148.2
82 97.5 2.3 10.0 0 38.3 148.1
83 143.6 2.3 9.9 0 36.2 192.0
84 166.3 2.0 9.9 0 90.6 268.0
85 169.5 2.0 9.9 .8 93.2 275.4
86 163.2 1.8 9.9 .5 106.3 281.7
87 154.9 1.8 6.5 4.7 115.8 283.7
88 147.9 1.5 6.5 .7 109.5 266.1
89 135.5 2.2 6.5 5.2 109.5 258.8
90 120.3 2.2 6.5 5.5 107.8 242.3
91 95.5 2.2 6.5 5.5 120.2 229.9
92 68.2 2.1 * 6.5 5.5 116.1 198.4
93 59.7 2.1 5.9 5.5 106.0 179.2
94 33.9 1.9 3.1 5.5 93.4 137.8
95 23.1 2.0 1.5 5.5 84.3 116.4
96 21.5 1.9 0 5-5 71.1 100.0
97 16.7 1.9 0 5.5 48.7 72.8
98 14.4 1.9 0 5.5 45.7 67.5
99 9.0 1.9 0 5.5 43.2 59.6
00 2.6 1.9 0 4.7 34.8 44.0
01 0 1.8 0 4.7 21.2 27.7
02 0 1.2 0 4.7 9.1 15.0
03 0 1.0 0 4.7 5.4 11.1
04 0 1.1 0 4.7 5.4 11.2
05 $0 Sl.O $0 $4.7 $5.3 $11.0

(I I State of Alaska general obligation bonds
12) Unnerstty of Alaska bonds
(JI Alaska State Housing Authority lease revenue bonds
(4) Debt issued to finance Seward Student Service Center. Spnng Creek Correctional Center, and Palmer Court­

house
(Si State reimbursement of municipal general obligation debt issued to finance school construction for debt

issued through December Jl. 1989

P»f* SO AUtka P M *  M e  19*9
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FISCAL NOTE

STA TE OF ALASKA
1991 LEGISLATIVE SESSION

No. 2 
Bill Version: HB 251
(H) Publish Date: 4/3/91

Revision Dale: ___________________________
Title: A B ill establishing 4 Dsb̂

 * Retirement Fund. . .
Sponsor: Governor H lc k * l

Requestor: Covernor H lck e l

, Department Affected: A d m in is t ra t io n

, BRU : C e n t r a l  S e r x H r e a  

Component: F inan ce

COMPONENT SERIAL NO. 59

Expenditures/Revenues: (Thousands of Dollars)

C A P IT A L

REV EN U E

FUNDING: (Thousands of Dollars)

O PERATING FY 92 FY 93 FY 94 FY  95 FY 96 FY 97

PERSO N AL SER V IC ES 0 0 0 0 0 0

TR A V EL 0 0 0 0 0 0

CONTRACTUAL 0 0 0 0 0 0

S U P P L IES 0 0 0 0 0 0

EQUIPM ENT 0 0 0 0 0 0

LAND & STR U CTU RES 0 0 0 0 0 0

G RA N TS, CLAIMS 0 0 0 0 0 0

M ISCELLAN EOUS 0 0 0 0 0 0

TO TA L O PERATING 0 0 0 0 0 0

G EN ER A L FUND 0 0 0 0 0 0

FED ER A L FUNDS 0 0 0 0 0 0

O TH ER 0 0 0 0 0 0

TO TA L 0 0 0 0 0 0

POSITIONS:
FULL-TIM E 0 0 0 0 0 0

PART-T IM E 0 0 0 0 0 0

TEM PO RARY 0 0 0 0 0 0

Estimate of current year Impact:.
ANALYSIS: (Attach a separate page if necessary.)

Thie Act will not have a fiscal impact on the Division of Flnanca or the 
Department of Administration. Accounting procedures are in place to 
establish the Debt Retirement FuncKand deposit revenue to the fund.

Prepared By: Weldon t. HackvelJ
Division: Finance____________

Phone: *65-??AQ_
Oate: 03/27/91.

Ku CAmmittlnnar- M il 1 ft  t I I ILe r \ / l l
A d e in is tra tlo n ------------L lJ 4V A

^  Data: QJ/27/9J----------------

D is trib u tio n  (by p repa re r): Legale ttvo eg is le ttve  Sponsor. R equesto r. O M B. & Im pacted  A gency(ies).

Rev 1090 P age J _  o l
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s t a t e  O F  A L A S K A
1 9 9 1  L E G IS L A T IV E  S E S S IO N

Sponsor:
Requestor:

Rules
Governor

F IS C A L  N O T E

Revision Date: _______________________
Title: Establishing the Alaska Debt
Retirement Fund

No. 2.
BUI Version: HB 251_______
(H) Publish Date: 4 /3 /91

Department Affected: Education
BRU: School Construction Debt Retirement 
Component: School Construction Debt Retirement

COMPONENT SERIAL NO.
Expenditures/Revenues: (Thousands of Dollars)

O PERATING FY 92 FY 93 '9 4 FY 95 FY 96 FY 97

PER SO N A L SERV IC ES

T R A V E L

CO N TRACTU AL

S U P P L IE S

EQ UIPM ENT

LAND & STR U CTU RES

G R A N TS . CLAIMS

M ISCELLAN EO U S

T O T A L  O PERATING -0- -0- -0- -0- -0 - -0-

CAPfTAL I I I 1
R EV EN U E  |

FUNDING: (Thousands of Dollars)

G E N E R A L  FUND

F E D E R A L  FUNDS

O TH ER

TO TA L -Q- -0 - .  - Q i . . -0- .  -Q- -Q : J

PO SITIO N S:

FU LL-T IM E

PA R T-T IM E

TEM PO R A R Y

Estimate of current yoar impact.
ANALYSIS: (Attach a separate page if necessary.)
This fiscal note assumes that the responsibility for disbursement of school 
construction debt retirement funds remain within the Department of Education.

Prepared By: V»Jry Ha La la

Division: c f t f f i r p

Approved by Commtssooer 
Agency Education   Date: 3/27/91

D is trib u tio n  (by  preparer) le g a l ttve Finance, le g is la tiv e  S ponsor. R equestor. OMB. & Im pacted A gency(ies).

R ev 1 0 /9 0  Page 1 o f _ _ L



/ I laska /V Iu n ic ipa l /M a n a g e m e n t / I sso c ia t io n
217 Second Street. Suite 200. Juneau. Alaska 99801. (907) 586 1325

April 30. 1991

Tho Honorable Walter J. Hickel
Governor
State of Alaska
P.O. Box A
Juneau, Alaska 99811

The Honorable Dick Elias on, President 
Alaska State Senate  
P.O. Box V
Juneau, Alaska 99811

Tho Honorable Bon Grussondorf, Speaker 
Alaska House of Representatives 
P.O. Box V
Juneau, Alaska 99811

Re: CS for Senate Bill No. 141 (An Act establishing a capital project matching
grant program for municipalities and unincorporated communities)

Gentlemen:

Although the conventional wisdom indicates that SB 141 is not expected to pass through 
the legislature this year, tho Alaska Municipal M anagem ent Association (AMMA), an 
organization of Alaska city and borough m anagers and administrators, urges timely 
consideration of this bill.

In expressing our support, howevor, it important to note that the AM M A views this bill as 
an equitable m eans of distributing certain capital project funds, not all capital project funds. 
The funds appropriated under this bill should supplement other state capital funds used 
for largo stato projects and regional capital programs.

W o support tho concepts included in this legislation bocauso it would

• Eliminate fre e  rides' and establish somo econom ic criteria to segregato 
"wants' from 'n o cd s ' in tho formulation of local capital improvement p' ,ns.

• Enablo locally eloctod officials to ostablish tho priorities for capital projects;

Provide anothor tool for local governments to help attract federal and private 
financing for capital projects,

• Implement moro equality in tho distribution of stato grants; and

• Enablo our senators and representatives to conccntrato on moro important 
public policy issuos. rather than consuming so much timo in listening to 
evory interest group that wants a grant and dofendmg decisions maao m 
allocating tho limited grant dollars available.
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Senator Oick Eliason 
Representative Ben Grussendorf 
April 30, 1991 
page 2

Wo support tho revisions made in this bill by the Sonate Community and Regional Affairs 
Committoe to lower the local matching requirements for two years.

We offer the following suggestions for additional revisions to the bill for consideration as 
it moves through the various committees of the legislature.

1. Allocation Formula. Although the allocation formula gives consideration to 
population and local wealth, it is not truly fair in its state-wide application because 
it does not consider local tax effort. Consider taking local wealth and tax effort into 
account. Compute local tax effort based on the conversion of all "locally generated 
revenues’  (property taxes, sa les taxes, user foes, special assessm ent charges, etc.) 
into a mill rate equivalent (M RE) as is done under the State Revenue Sharing 
Program. We suggest lowering the matching requirement for local governments 
which have a higher local tax effort.

2. Sources of Revenue for Local Match. The bill should give explicit authority to 
enablo use of state revenue sharing, municipal assistance, raw fish tax, and other 
non-categorical state shared revenues for the local match. In the alternative, define 
which state grant programs may not be used for the local match.

3. Audit Standards. In order to eliminate potential audit problems these explicit 
standards should be incorporated in the bill:

a. Charges for indiroct general and administrative overhead expenses should 
not exceed 10 percent.

b. Tho valuo of donated land should not exceed tho most recent assessed  
value for tax purposos or a  valuo established by an qualified independent 
appraiser if thero is no assossed  valuo for tax purposes.

c . Tho valuo of voluntary labor should not exceed the Davis Bacon Wago 
Rates established by Title 36 of A laska Statutes.

d Tho valuo of cquipmont donations should not oxceed tho "Bluo Book" values
used by tho Dopartmont of Transportation and Public Facilities.

4 Special Assessm ent Financing for tho Local Sharp Wo think special assessm ent
financing offers a good means for generating tho local match bocauso thero are 
loss exemptions as compared to property tax financing. Consider providing 
authority m tho bill to enablo local governments to rccapturo 100 percent of tho 
grant investments by special assessm ents to ostabfish capital projoct revolving 
funds
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5. Large Project Financing. Prohibit use of those grant funds for financing large and 
oxpensivo projects such as those for schools and hospitals. These projects should 
bo financed by separate state categorical grant programs.

We thank you for your consideration.

c c : Shelby J .  Stastny 
^ S c o t t  A. Burgess



ALASKA* 
MUNICIPAL 

LEAGUE: 217 Second Street. Suite 200 • Junoou. Alaska 99801 • Tel (907)586-1325. Fox (907)463-5480

May 16, 1991

The Honorable Walter J. HickelGovernorState of Alaska
P.O. Box A
Juneau, Alaska 99811 
Dear Governor Hickel:
The Alaska Municipal League has reviewed your community matching capital 
grants and debt retirement fund legislation - SB 140, SB 141, HB 251, HB 252, and HJR 38. The legislation would directly affect municipalities and 
the AML supports some of the concepts contained in the legislation. However, the AHL will need additional time to review the proposals, to provide comments or suggest amendments, or to take a formal position. The 
AML Board of Oirectors also voted to make the review of the concepts 
embodied in these legislative proposals a priority of the Task Force on Governmental Roles assuming HCR 17 passes and is adequately funded.
For your informa*ion, I have enclosed a copy of some initial comments given 
to the AHL Board by the AML Legislative Committee on the matching grant and 
debt fund proposals. 1 have also enclosed a copy of a letter from the Alaska Municipal Management Association (AMMA) regarding SB 141.
The matching grant and debt fund proposals address several AML policies outlined in our 1991 Policy Statement. The community matching capital grant program coincides with AML’ s support of block grants for a portion of state 
funding of local capital projects [1991 Alaska Municipal League P o licy  
Statement, 1.A.4). To the extent that it would enable decisions regarding 
local capital project priorities to be made at the local level and thus 
allow better coordination and increased efficiency in the use of these 
funds, AHL supports the general concept.
AHL is quite concerned, however, that this program not be considered, either now or in the future, as a replacement for existing programs that fund major 
capital projects, among them schools, water and sewer systems, hospitals, 
harbors and ports, airports, and roads. Because of their magnitude, these types of needs cannot, and should not. be addressed by the matching grant 
program your ad=>intstrat Ion has proposed. Nor should such a program be the 
sole source of funds for vital projects in Alaska’ s small c it ie s , which would be unable to accumulate enough funds for such projects under the terms 
of this program. There are other concerns and questions raised by the proposals.
AMI supports the debt retirement fund proposal to the extent it addresses the state’ s obligation to fund outstanding school debt. As you and your 
administration are aware, the state's share of debt incurred by municipal 
governments for the construction of schools under the debt reimbursement 
program n effect until the passage of HB 37 during 1990 amounts to over 
S800 million from FY 1991 through FY 200$. The Alaska Debt Retirement Fund,

of ir* Hareno leapt* o» G*et w* Auocono" of
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as it has been explained to us. would provide a source of revenue for this obligation of the state, as well as for state genera) obligation debt and 
future capital projects. However, municipal school debt obligations can be 
funded out of the general fund or from a statewide general obligation bond. 
The Alaska Constitution already requires the state to meet its debt 
obligations f ir s t .  Capital grant funds should probably always have to 
compete with operating funds.
The AHL has a full legislative agenda this year based on policies and legislation which have been debated by the membership for a number of years. 
We hope you will support these measures, which we have discussed. Among our 
legislative priorities , AHL has proposed a Task Force on Governmental Roles 
in HCR 17. The concepts embodied in your legislative proposals and their 
proper place in an improved state and local partnership could be studied as 
a part of this study. HCR 17 should be approved and funded adequately 
(S300.000).
Too often in Alaska, as in almost every state, there is insufficient communication between levels of government and understanding of relative 
responsibilities and resources. Programs such as those you have proposed 
in SB 141 and HB 251 are developed unilaterally, and services, programs, and enforcement requirements are imposed on lower levels without an adequate 
understanding of their cumulative effects. The effort proposed in HCR 17 
if done well could save the state and municipalities time and money by improving communication among those of us elected to serve the people of Alaska.
Again, SB Ml, HB 251, and the related legislation have merit and deserve 
further consideration. The AHL supports many of the concepts within the 
legislation and is committed to working with you, your administration, and legislators on these b il ls  during the interim and the 1992 session. We also 
sugoesl that the concepts in the legislation and other ideas for delivering 
public services in Alaska more effectively, efficiently , and equitably be 
reviewed as a part of the Task Force on Governmental Roles (HCR 17).

fnclosures
cc: Shelby Stastny, Oirector, 0MB

Bill Overstreet. Local Government liaisonSenator Dick lliason
Representative Ben Grusscndorf
Senate finance Committee
House State Affairs CoomittecJack fargnoli. 0M6Jack Kremhcder, 0MB
AMt Board of Oirectors

Sincerely,

Jerome M. SelbyANl President and ^
Mayor, Kodiak Island Borough



TAXATION AND FINANCE SUBCOMMITTEE REPORT 
APRIL 1 0 -1 1 , 1991

R E E Q B T - P H E E H B m C LEGISLATION

Members in a ttendance : Raymond Stoney , Assembly Member, Northwest
A r c t i c  Borough Kevin Walker, Council Member, C ity  o f
Ko) j iCra ig  Duncan, T re a su re r , C ity  and Borough o f  Juneau

Brian P o r te r ,  Assembly Member,
M un ic ip a l i ty  o f  Anchorage Nathan Kotch , Counc il Member, C ity  o f
Kotzebue

Alvin H a l l ,  D i r e c t o r  o f  Accounting,
Ketchikan Gateway Borough Jud i S l a j e r ,  C h ie f  F in an c ia l O f f i c e r ,
Fairbanks North S ta r  Borough

a p jv i t t t - B J l l lg .  1 4 1 ..S .1.4.2;. C a p i t a l  P r o j e c t s . M a t c h i n g . Q r a n t s

The Subcommittee reviewed tho  da ta  presen ted  by Sholby S tao tny , 
D ir e c to r  o f  Management and Budget, and the  comments/reactions o fmembers o f  the L e g is la t iv e  Committee. The Subcommittee supportstho concept o f  sharing  the c o s t  o f  c o n s t ru c t io n  f o r  c e r t a in  c a p i t a l  
p r o je c t s  with tho  S ta to  o f  A laska . The premise t h a t . t h o  community 
which c on tr ib u te s  w i l l  be moro re sp on s ib le ,  in both s e t t in g  
community-wido p r i o r i t i e s  and p rov id ing  on -go ing  o p e ra t ion s , i s  a 
concep t th a t  i s  g on o ra l ly  accepted as  "good" . I t  i s  noted ,howovor, th a t  these funds should not bo expected t o  be a
replacement funding sou rce  with which t o  c o n s t r u c t  s t a t e  f a c i l i t i e s  
— chose f a c i l i t i e s  f o r  which th e re  i s  c l e a r  r e s p o n s ib i l i t y  f o r  the s t a t o  t o  c o n s tru c t  and maintain .
In keeping w ith tho AML p o l i c y  to  support a b lo ck  g ran t approach to  
c a p i t a l  p r o je c t  funding, i t  i s  tho op in ion  o f  the  Subcommittoo th a t  
tho AML should work with tho L e g is la tu r e  t o  shape those b i l l s  so 
th a t  tho program moots tho  concerns r a is e d  by l o c a l  government. Tho fo llow ing  io  a l i s t  o f  "p ros” and "cons" which nood t o  bo 
cons ide red  in shaping t h i s  l o g i s l a t i o n  to  bo u s e fu l .
PROS: Providuo an opportun ity  fo r  l o c a l  government to  lovorago

lo c a l  and fcd o ra l  d o l l a r s
Prov ides l o c a l  c o n t r o l  on how c a p i t a l  funds ara  spent
Local communities can doc ido  p r i o r i t i e s
Takes tho o s tab l ich n on t o f  p r i o r i t i e s  ou t o f  the hands of 
tho L o q is la tu r o ,  which o c c a s io n a l ly  rosponds t o  sp e c ia l  in to r o s t  p ressu res



Taxation  and Finance Subcommittee Report 
SB 141 & SB 142 page 2

D is t r ib u te s  t o  a l l  communities, not j u s t  those with the 
most " c lo u t ” in Juneau
Doesn 't have a l o t  o f  s t r in g s  a t ta ch ed , so d o l l a r s  can be 
spent on development p r o je c t s
Allowing funds t o  b u i ld  up f o r  f iv e  years may a llow  fo r  accumulation o f  s u f f i c i e n t  funds to  b u i ld  meaningful, but 
c o s t ly  p r o je c t s

CONS: No guaranteed revenue stream
Poor communities nay not be ab le  t o  f u l l y  fund needed 
p r o je c t s ,  e . g . ,  s t r e e t  l i g h t 3 ,  laundry f a c i l i t i e s ,  sewer, 
water system, with l im ite d  amount o f  funding. One 
example i s  a "w ash -a - te r ia " , which i s  tho fo c a l  p o in t o f 
tho sn a i l  v i l l a g e  community. Th is  type o f  f a c i l i t y  prov ides washing machines and in some in s tan ces  the 
community water supply equipment and gathering  p la ce  fo r  
l o c a l  re s id en ts  ( in  l i e u  o f  a community h a l l ) .  A very 
ru r a l  community in Northwest A laska , f o r  in s tan ce , w i l l  
not be ab le  t o  b u i ld  a "w ash -a -te r ia "  with tho $125 ,000  i t  would accumulate over a f iv e -y e a r  p o r io d , assuming the 
community cou ld  neot the 10 \  ($ 1 2 ,5 0 0 )  natch
requirement.
D is t r ib u t io n  formula does not take in to  c on s id e ra t ion  the d i f  f o r o n t i a l s  in c o s t - o f - l i v i n g  in va r iou s  communities of 
the s t a t e .
Popu la tion  aspec ts  o f  tho formula need t o  be r o f in cd .  The needs o f  a community o f  250 a re  d i f f e r e n t  than tho 
needs o f  a community o f  450 , but they aro  both o l i g i b l c  f o r  tho  sane leve l o f  funding.
S ta te  has not been funding the 50 /50  municipal wator and 
sewor notch ing and tho V i l la g o  Safe  Wator programs, which 
are  b a s ic  f a c i l i t i e s  programs, so why s t a r t  another now program? Perhaps tho e x is t in g  matching program shou ld  be 
looked a t  f o r  expansion , as well as funding.
Tho formula lack s an in con t iv o  t o  look a t  reg iona l 
s o lu t io n s ,  whore thoy a ro  a p p ro p r ia te .  Formula shou ld  be 
looked a t  t o  sec i f  t h i s  i s  p o s s ib le .
Tho issuo  o f  "equity" and "needs" must be addressed to  
tho agreement o f  a l l .  In somo casco  a community o f  350 may not havo many c a p i t a l  neods. Tho ques t ion  i s  asked, 
Should t h i s  community use tho money anyway? Tho formula 
i s  based on a per c a p i ta  d i s t r i b u t i o n  with soma weighting
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fo r  c a p a c i ty  t o  pay tho l o c a l  match. No r e c ogn it ion  is  given t o  "need” , e i t h e r  on a reg ion a l o r  s ta tew ide b a s is .
The formula w i l l  a llow  c i t i e s  w ith in  boroughs to  re ce iv e  
the d o l l a r s ,  as  w ell as th e  borough r e c e iv in g  the  
d o l l a r s .  The borough 's  p opu la t ion  excludes the c i t i e s .  In the re a l  world , the  p opu la t ion  o f  the borough does not 
exclude the c i t i e s  as the boroughs have areawide 
r e s p o n s i b i l i t i e s ,  even w ith in  the  c i t i e s .  T h e re fo re , the d i s t r ib u t i o n  o f  funds w ith in  a borough may not be 
e q u i ta b le .  Th is  in equ ita b le  d i s t r i b u t i o n  nay be a f a c to r  in d iscou rag ing  coope ra t ion  among theso governments in 
a r r iv in g  a t  community-wide p r o je c t  a l l o c a t i o n s  (community-wide p r i o r i t i e s )
The l im i t a t io n  on powers o f  a second c la s s  borough nay need t o  be addressed so th a t  the borough can sub -g ran t 
d o l l a r s  f o r  a p r o je c t  which i s  not w ith in  the le g a l  
a u th o r i ty  s t r u c tu r e  o f  the borough. An example may be a 
nursing home th a t  needs to  be con s tru c ted , and the 
borough does not have nursing home o r  e ld e r ly  care  f a c i l i t i e s  powers. How can the borough pass on these  c a p i t a l  d o l l a r s  t o  the c o r r e c t  agency t o  b u i ld  the  new 
nursing home? Who i s  re sp on s ib le  f o r  the accoun ting  to  the s t a t e  i f  the monoy can be passed through?
The la rg e r  communities, undor the formula , a rc  e n t i t l e d  
t o  con s id e rab le  d o l l a r s .  W i l l  t h i s  c a p i t a l  p r o je c t s  
funding program in crease  tho l o c a l  government's 
l ik e l ih o o d  o f  c on s tru c t in g  unnoedcd f a c i l i t i e s ?
Program adm in is tra t ion  w i l l  be a nightmare. Tho s t a te  
w il l  need t o  t ra ck  on each community re ce iv in g  funds, 
each p r o je c t  which i s  approved by the  community, the  
tim ing and typo o f  tho match, o t c .  The f i s c a l  noto on these b i l l s  may bo con s id e rab ly  l i g h t .
R egu la tion s undor designated g ran ts  have boon r e s i s t e d  in the p a s t  to  avo id  pas t problems o f  unnecessary rod tapo , 
p r o je c t  d o lay , and p r o je c t  funding d i lu te d  by s ta to  
a d n in i s t i a t iv o  c o s t s .  S o c t ion  2 a llow s f o r  tho  
promulgation o f  reg u la t ion s  w ith l i t t l o  r e s t r i c t i o n .
C l a r i f i c a t i o n  is  noodod t o  a llow  m u n ic ip a l i t ie s  t o  uso 
general pass -th rough  d o l l a r s  (municipal a s s is ta n c e  and revenue sharing ) fo r  lo c a l  na tch .
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