


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

R e p r e s e n t a t i v e  G a r y  D a v i s

March 24, 1999

M E M O R A N D U M
TO: Representative Andrew Halcro, Co-Chair

Representative John Harris, Co-Chair 
House Community and Regional Affairs Committee

FROM: Representative Gary Davis ------
RE: Request for Hearing on House-Joint Resolution 23, "Proposing amendments

to the constitution ofthe State of Alaska relating to the community 
development fund, the permanent fund, and the budget reserve fund"

Please schedule a committee hearing on the House Joint Resolution 23 at your earliest 
convenience. Attached are ‘ho following materials for inclusion in the committee 
packet:
• Sponsor Statement
• Sectional Analysis
• Affected Constitutional Provisions
I would also like to request that this hearing be teleconferenced to various sites across 
the state.
Thank you for your consideration of this request. If you have any questions or would 
like additional information, please contact Deb Davidson of my staff. Prior to the 
committee hearing, I will be forwarding information to your staff regarding financial 
projections pertaining to the legislation.
Attachment

Session: Stale Cupilol, Juneau. AK 99801 • Phone 907/465-2693 or 800/463-2693 • Fax 907/465-5835
Interim: 145 Main St. I.p.. Ste. 223. Kenai, AK 99611 • Phone 907/283-7095 or 907/224-2051 • FOX 907/283-3075

Email: Rcprcscntntivc_Gury_Dnv|s<L<'lcglistalc.!ik.us



R e p r e s e n t a t i v e  G a r y  D a v i s

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

HOUSE JOINT RESOLUTION 23
SPONSOR STATEMENT

‘ Proposing amendments to the Constitution of the State of Alaska relating to the community development fund, the permanent fund and the budget reserve fund”

HJR 23 proposes a constitutional amendment creating dedicated fund for payments to 
municipalities within the state. Principal will be invested to yield competitive market rates and 
the fund’s income will be distributed annually to municipalities. Fund principal will consist of an 
initial $750 million from the Budget Reserve Fund, with 2 percent of the Permanent Fund’s income added to the principal for the next 20 years. As the principal of the fund increases, so 
too will earnings, and thus payments to communities. As payments increase, local taxes may 
decrease providing more money to individuals without a decrease in local services.
Local governments have individualized needs in addition to providing basic services. They do 
not always have sufficient land, economic or tax bases to provide the necessary funding; nor 
can the state continue to give it to them. With oil production decreasing, there is less general fund money available to the state. As revenues diminish, the state cannot provide adequate 
sustainable funding to local governments to meet their service demands.
A dedicated fund provides more funding reliability to local governments. Paying communities 
the income earned from the fund allows them to better estimate what they will receive. This 
provides a more stable and predictable stream of revenues to plan and provide services. It also 
gives more local control over priorities and services. With local government receiving funds 
directly, residents have the opportunity to be more knowledgeable about how the funds are 
used and able to provide more input on how they should be spent. Local governments will 
answer to their citizens for the way in which it is spent. The state can then concentrate its efforts on statewide programs and support directed more to specific or specialized needs.
This also strengthens the argument that the Permanent Fund and its proceeds are used for the public’s purpose and are thus eligible to retain the federal tax-exempt status. The Permanent Fund was created as a public trust, the proceeds from which were to be used for a public 
purpose. The principal came from resource assets received at statehood because Congress did not believe Alaska could moet its collective needs from taxes alone. Dedicating a portion of 
the income to communities reiterates the argument that the state fulfills the public purpose by 
using ‘‘income from a collective asset to meet collective needs.” Citizens’ approval of the 
dedication by a majority vote reinforces that tho public believes in the purpose for which it is to be usod.

HJR23/SS/03/95/99
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L E G A L  S E R V I C E S

(907) 465-386/or 465-2450 
FAX (907) 465-2029 
Mail Slop o' 1

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

M E M O R A N D U M M a r c h  1 1, 1 9 9 9

SUBJECT: C o m m u n i t y  D e v e l o p m e n t  F u n d  ( H J R  2 3 )

TO: Representative G a r y  D a v i s  

Attn: D e b  D a v i d s o n

F R O M : T a m a r a  B r a n d t  C o o k

Director

H e r e  is the sectional s u m m a r y  y o u  requested o f  a resolution p r o p o s i n g  a m e n d m e n t s  to the 

state constitution.

Sec. 1. T h e  c o m m u n i t y  d e v e l o p m e n t  f u n d  is established as a separate f u n d  in the state 

treasury'. M o n e y  in the fund is to b e  invested. Appropriations m a y  b e  m a d e  to the fund, but 

the principal o f t h e  fund m a y  not b e  appropriated. I n c o m e  o f  the f u n d  m u s t  b e  distributed 

to municipalities as p r o v i d e d  b y  law.

Sec. 2. W i t h i n  3 0  d a y s  after the effective date o f  the constitutional a m e n d m e n t  establishing 

the c o m m u n i t y  d e v e l o p m e n t  fund, S 7 5 0  million or the b a l a n c e  in the b u d g e t  reserve fund, 

w h i c h e v e r  is less, shall b e  transferred f r o m  the b u d g e t  reserve f u n d  to the n e w  c o m m u n i t y  

d e v e l o p m e n t  fund. T w o  percent o f  the i n c o m e  o f t h e  p e r m a n e n t  f u n d  e a r n e d  in fiscal yea r  

20 0 1 a n d  in e a c h  fiscal year after shall b e  transferred to the c o m m u n i t y  d e v e l o p m e n t  fund. 

Transfers o f  p e r m a n e n t  fun d  i n c o m e  e n d  after fiscal y e a r  2 0 2 0 .  N o  distributions f r o m  the 

c o m m u n i t y  d e v e l o p m e n t  fur I m a y  b e  m a d e  before July 1, 2 0 0 2 .

See. 3. T h e  p r o p o s e d  a m e n d m e n t  will b e  pl a c e d  o n  the ballot d u r i n g  the 2 0 0 0  general 

election.

T B C : l m b  

9 9-027. h u b



Constitution of Alaska 
Article IX, Sections 7 and 13

S e c t i o n  7. D e d i c  a t e d  F u n d s .  T h e  proceeds of a n y  state tax or license shall not be 

dedicated to a n y  special purpose, except as provided in section 15 of this article or w h e n  

required b y  the federal g o v e r n m e n t  for state participation in federal progr a m s !  This 

provision shall not prohibit the continuance of a n y  dedication for special purposes 

existing u p o n  the date of ratification of this section b y  the people of Alaska. :Z ijhalj

i' i £ f)Vr>

' C r o s s  r e f e r e n c e s .  —  F o r  a n  e x c e p t io n  to  th e  

p r o h ib i t io n  a g a in s t  d e d ic a te d  f u n d s , s e e  §  1 5  o f  t h is  

a r t i c le  w h ic h  e s t a b l i s h e s  t h e  p e r m a n e n t  fu n d .

E f f e c t  o f  a m e n d m e n t s .  —  T h e  a m e n d m e n t  e f fe c ­

t iv e  F e b r u a r y  2 1 ,  1 3 7 7  ( 9 t h  L e g is l a t u r e ’s  S C S  

C S S S H J R  3 9  ( R e s )  a m  S  ( 1 9 7 6 ) )  in s e r t e d  ‘ a s  p ro v id e d  

ip  s e c t io n  15  o f  t h is  a r t i c le  o r "  in  t h e  f i r s t  s e n te n c e .

O p i n i o n s  o f  a t t o r n e y  g c n e r a L  —  A m o n g  th e  

r e a s o n s  s u c h  a  p r o h ib i t io n , o s  i s  fo u n d  in  t h is  s e c t io n , 

w a s  re c o m m e n d e d  a r e  t h e  fo llo w in g : ( 1 )  f l e x ib i l i t y  o f  

b u d g e t in g ; ( 2 )  f in a n c ia l  c o n t r o l ;  a n d  ( 3 )  la c k  o f  r e l a ­

t io n s h ip  b e tw e e n  t h e  t a x  a n d  p u rp o s e . 1 9 5 9  O p . A t t ’y  

G e n . N o . 7 .

D e le g a te s  to  t h e  c o n s t i t u t io n a l  c o n v e n t io n  w e r e  

d e s ir o u s  o f  e l im in a t in g  d e d ic a t io n s  so  t h a t  t h e  le g is ­

la t u r e  w o u ld  h a v e  t h e  g r e a t e s t  f l e x ib i l i t y  in  a l lo c a t in g  

a x  r e v e n u e s  o n  a  b a s is  o f  n e e d . 1 9 5 9  O p . A t t ’y  G e n . 

N o . 7 .

A  d e d ic a t io n  e n c o m p a s s e s  ( 1 )  p ro c e e d s  o r  p a r t  o f  th e  

p ro c e e d s  o f  a  t a x  o r  l ic e n s e  ( 2 )  s e t  a s id e  a t  a  c e r t a in  

r a t e  (3 )  fo r  a  p a r t i c u l a r  p u rp o s e . 1 9 5 9 - O p . A t t ’y  G e n . 

N o . 7 . '

A s  a  m a t t e r  o f  c o m p ro m is e , a  g r a n d f a t h e r  c la u s e  

w a s  in c lu d e d  in  t h is  s e c t io n  to  p e r m it  a l l  d e d ic a t io n s  

e x is t in g  o n  th e  d a te  o f  r a t i f i c a t io n  o f  th e  c o n s t it u t io n  

( A p r i l  2 4 ,1 9 5 6 )  to  c o n t in u e . 1 9 5 9  O p . A t t ’y  G e n . N o . 7 .

T h e  in t e n t  o f  t h e  d r a f t e r s  o f  t h e  s t a t e  c o n s t it u t io n  

w a s  to  p e r m it  th e  c o n t in u a n c e  o f  e x is t i n g  d e d ic a t io n s  

n t  t h e  t h e n  e x is t in g  r a t e s  u n t i l  t h e  le g is la t u r e  s a w  f i t  

to  e x e r c is e  th e  o n ly  p o w e r  r e t a in e d  in  r e la t io n  to  

t h e m : T h a t  i s ,  t h e  p o w e r  to  r e p e a l .  1 9 5 9  O p . A t t ’y  G e n . 

N o . 7 .

. / *. .ip A
T h i s  s e c t io n  h o d  tw o  in t e r r e la t e d  p u rp o s e s : ( 1 )  to 

p r e v e n t  a n y  f u t u r e  d e d ic a t io n  o f  r e v e n u e s  fo r  s p e c ia l 

p u rp o s e s , a n d  ( 2 )  to  p r e v e n t  t h e  c r e a t io n  o f  n e w  

s p e c ia l  fu n d s  s e p a r a t e  f ro m  t h e  g e n e r a l  fu n d . M a y  2 , 

1 9 7 5  O p . A t t ’y  G e n . • . • c.nu
T h i s  s e c t io n  o f  th e  s t a t e  c o n s t it u t io n  c a n  be  g iv e n  it s  

in te n d e d  e f fe c t  a n d  s e r v e  i t s  r e p e a t e d ly  e x p re s s e d  

p u rp o s e  o n ly  i f  th e  w o r d s  ■‘ p ro c e e d s  o f  a n y  t a x  o r 

l i c e n s e ”  a r e  in t e r p r e t e d  to  m e a n  w h a t  t h e i r  f r a m e r s  

c le a r ly  in te n d e d , i . e . ,  t h e  s o u rc e s  o f  a n y  p u b l ic  r e v e ­

n u e s . M a y  2 , 1 9 7 5 , O p . A t f y  G e n . " I

T h e  d e d ic a t io n  o f  a n y  s o u rc e  o f  p u b l ic  r e v e n u e : t a x , 

l i c e n s e , r e n t a l ,  s a le ,  b o n u s - ro y a lty , r o y a l t y , o r  w h a t ­

e v e r , i s  l im it e d  b y  t h e  s t a t e  c o n s t it u t io n  to  th o se  

e x is t i n g  w h e n  t h e  c o n s t it u t io n  w a s  r a t i f ie d  o r  re-' 

q u ir e d  fo r  p a r t ic ip a t io n  in  f e d e r a l  p r o g r a m s . M a y  2 , 

1 9 7 5  O p . A t t ’y  G e n .  r. r :

T h e  r e a l  c o n c e rn  a t  t h e  c o n s t i t u t io n a l  c o n v e n t io n  

w n s  a b o u t  e a r m a r k e d  fu n d s , n o t  t a x e s  o r  l i c e n s e s , b u t  

fu n d s . M a y  2 ,1 9 7 5  O p . A t t ' y  G e n . u A l

D e d ic a t io n  o f  th e  r e v e n u e s  f ro m  th e  le a s e  o r  s a le  o f  

s t a t e  n a t u r a l  r e s o u rc e s  o ffe n d s  t h e  s t a t e  c o n s t it u ­

t io n a l  p ro h ib i t io n  a g a in s t  d e d ic a te d  fu n d s . M a y  2 , 

1 9 7 5  O p . A t t ’y  G e n . ’ . 'J ja

T h e  p r a c t ic e  o f  a p p r o p r ia t in g  to  u  .s e p a ra te  fu n d  a n  

a m o u n t  to  be a s c e r t a in e d  b y  r e fe re n c e  to  r e c e ip ts  f ro m  

a  s p e c if ie d  s o u rc e  d o e s  n o t  v io la t e  t h e  d e d ic a t io n  

p r o h ib i t io n  o f  th e  c o n s t it u t io n . N o v e m b e r  3 0 , 1 9 8 2  

O p . A t t ’y  G e n . .

L a n g u a g e  o f  t h ia  s e c t io n  p r o h ib i t in g  d e d ic a t io n  o f  

p ro ce e d s  o f  a n y  s t a t e  t a x  o r  l ic e n s e  m u s t  b e  r e a d  a s  

e m b o d y in g  c e r t a in  im p lie d  e x c e p t io n s , s p e c if ic a l ly

j/jl Constitution ok Alaska . Art.. IX, § 15

Section 13. E x p e n d i t u r e s .  N o  m o n e y  shall be w i t h d r a w n  f r o m  the treasury except 

jn accordance w ith appropriations m a d e  b y  law. N o  obligation for the p a y m e n t  of m o n e y  

shall he incurred except as authorized b y  law. Unobligated appropriations outstanding at

. d  of the period of tim e  specified b y  li

O p in io n s  o f  a t t o r n e y  g e n e r a l .  —  T h ia  p r o v is io n  

m ves th e  le g is la t u r e  to ta l a n d  a b s o lu te  p o w e r  o v e r  th e  

e x p e n d itu re  o f  s t a t e  fu n d s . F e b r u a r y  2 8 , 1 9 7 7  O p . 

A tt 'y  G e n .
ft  is  th e  d u t y  o f  t h e  D e p a r t m e n t  o f  R e v e n u e  to  

recover a m o u n ts  e r r o n e o u s ly  r e fu n d e d  to  a  m u n ic ip a l ­

ity . 190-7 O p , A t t ’y  G e n . N o . 2 0 .

T im  U n iv e r s i t y  o f  A l a s k a  i s  s im i l a r  in  a l l  o r  m o s t  

re sp e c ts  to  o t h e r  s t a t e  e x e c u t iv e  n g o n c ie n  fo r  p u rp o s e s  

o f b u d g e t in g  a n d  a c c o u n t in g ; i t  d o e s  n o t h a v e  a n y  

p e c u lia r  s t a t u s  b y  v i r t u e  o f  b e in g  c o n s t i t u t io n a l ly  

e s ta b l is h e d . F o b r u n r y  2 8 ,  1 9 7 7  O p . A t t ’y  G e n .

O n ly  r a r e ly  c a n  n n  a p p r o p r ia t io n  fo r  s t a t e  e x p e n s e s

shall bo void. os' ... ■q -.'s-n
., _ ...... /• M.’.'.'

bo s p e n t  b e fo re  th o  o f f c c t iv c  d a te  o f  th e  la w  c o n t a in in g  

t h e  a p p r o p r ia t io n . A u g u s t  7 , 1 9 8 3  O p . A t t ’y  G e n .

T h e  A la s k a  S a f e t y  A d v i s o r y  C o u n c i l  ( A S A C )  c a n n o t  

le g a l ly  s p e n d  p ro g ra m  r e c e ip ts  w it h o u t  g o in g  th ro u g h  

th o - s t a t e  b u d g e ta r y  o r  o th e r  a d m in i s t r a t i v e  p ro c e s s . 

B y  s t a t u t e ,  p ro g ra m  r e c e ip ts  m u s t  be  d e p o s ite d  w ith  

t h e  D e p a r t m e n t  o f  R e v e n u e . A u t h o r i t y  to  r e c e iv e  a n d  

e x p e n d  fu n d s  fo r  a  s t a t e  a g e n c y  m u s t  be th ro u g h  

le g is la t iv e  a p p r o p r ia t io n . A S A C  is  u  s t a t e  b o d y  a n d  

th e  p u r c h a s e  of g o o d s a n d  s e r v ic e s  b y  th e  ASAC m u s t  

c o n fo rm  w i t h  th o  S t a t e  P r o c u r e m e n t  C o d e . J a n u a r y  4 ,  

1 9 9 1 , O p . A t t ' y  G e n . - ■ r



O fficial B usiness

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

House of Representatives

State Capitol 
Juneau, AK. 99801-1182

C o m m i t t e e  o n  C o m m u n i t y  a n d  R e g io n a l  A f f a i r s

R e p r e s e n t a t i v e  A n d r e w  H a l c r o , R e p r e s e n t a t i v e  J o h n  H a r r i s , C o -C h a i r m e n

State Capitol, Ro o m  4 I 8 
Ju n e a u, A laska 9 9 8 0 1 -1 182 

(907) 465-3882

AG EN D A
M a y  4. I 9 9 9

1. Call Meeting To Order

2. Call Roll

a. Murkowski
b. Joule
c. Dyson
d. Morgan
e. Kookesh
f. Harris
g. Halcro
h.

3. H B  215 - Appropriation: Renter's Equivalency Rebate Program
a. Representative Ethan Berkowitz - Sponsor
b. Public Testimony

4. HJR 23 - Community Development Fund (Second Hearing)
a. Representative Gary Davis - Sponsor

b. CS - D  Version

5. M otion to Adjourn



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

R e p r e s e n t a t i v e  G a r y  D a v i s

March 24, 1999

M E M O R A N D U M

TO: Representative Andrew Halcro, Co-Chair

Representative John Harris, Co-Chair 

House Community and Regional Affairs Committee

F R O M :  Representative Gary D a v i s P ^ p —

RE: Request for Hearing on House Joint Resolution 23, "Proposing amendments
to the constitution ofthe State of Alaska relating to the community 
development fund, the permanent fund, and the budget reserve fund"

Please schedule a committee hearing on the House Joint Resolution 23 at your earliest 

convenience. Attached are the following materials for inclusion in the committee 

packet:

• Sponsor Statement

• Sectional Analysis

• Affected Constitutional Provisions

I would also like to request that this hearing be teleconferenced to various sites across 

the state.

Thank you for your consideration of this request. If you have any questions or would 

like additional information, please contact Deb Davidson of m y  staff. Prior to the 

committee hearing, I will be forwarding information to your staff regarding financial 

projections pertaining to the legislation.

Attachment

Session: State Capitol, Juneau, A K  99801 • Phone 907/465-2693 or 800/463-2693 • Fax 907/465-3835
Interim: 145 Main St. Lp„ Stc. 223, Kenai, A K  996II • Phone 907/283-7095 or 907/224-2051 • Fax 907/283-3075

Email: Reprcscntative_Gary_Davis@legis.statc.ak.us
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A l a s k a  S t a t e  L e g i s l a t u r e

R e p r e s e n t a t i v e  G a r y  D a v i s

HOUSE JOINT RESOLUTION 23 
SPONSOR STATEMENT

"Proposing amendments to the Constitution of the State of Alaska relating to the community developmeni fund, the permanent fund and the budget reserve fund"

HJR 23 proposes a constitutional amendment creating a dedicated fund for payments to municipalities within the state. Principal will be invested to yield competitive market rates and 
the fund's income will be distributed annually to municipalities. Fund principal will consist of an initial $750 million from the Budget Reserve Fund, with 2 percent of the Permanent Fund’s income added to the principal for the next 20 years. As the principal of the fund increases, so 
too will earnings, and thus payments to communities. As payments increase, local taxes may 
decrease providing more money to individuals without a decrease in local services.
Local governments have individualized needs in addition to providing basic sen/ices. They do 
not always have sufficient land, economic or tax bases to provide the necessary funding; nor 
can the state continue to give it to them. With oil production decreasing, there is less general 
fund money available to the state. As revenues diminish, the state cannot provide adequate 
sustainable funding to local governments to meet their service demands.
A dedicated fund provides more funding reliability to local governments. Paying communities 
the income earned from the fund allows them to better estimate what they will receive. This provides a more stable and predictable stream of revenues to plan and provide services. It also 
gives more local control over priorities and services. With local government receiving funds 
directly, residents havo the opportunity to be more knowledgeable about how the funds are useJ and able to provide more input on how they should be spent. Local governments will 
answer to their citizens for the way in which it is spent. The state can then concentrate its efforts on statewide programs and support directed more to specific or specialized needs.
This also strengthens the argument that the Per ianent Fund and its proceeds are used for the public’s purpose and are thus eligible to retain t.ie federal tax-exempt status. The Permanent Fund was created as a public trust, the proceeds from which were to be used for a public purpose. The principal came from resource assets received at statehood because Congress 
did not believe Alaska could meet its collective needs from taxes alone. Dedicating a portion of 
the income to communities reiterates the argument that the state fulfills the public purpose by 
using “income from a collective asset to meet collective needs." Citizens' approval of the 
dedication by a majority vote reinforces that the public believes in the purpose for which it is to 
bo used.

HJR23/SS/03/95/99

Sev an: Slate Capitol. Juneau, A K  99801 • Phone 907/465-2693 or 800/463-2693 • Fax 907/465-3835
Interim; 145 Main St. Lp.. Stc. 223. Kenai. AK 99611 • Phone 907/283-7095 or 907/224-2051 • Fax 907/283-3075

F.mall: Representativc_Gary_Davi*@lcgis.*tate.ak.v*



D I V I S I O N  O F  L E G A L  A N D  R E S E A R C H  S E R V I C E S  
L E G I S L A T I V E  A F F A I R S  A G E N C Y

( 9 0 7 )  4 6 5 - 3 8 6 7  o r  4 6 5 - 2 4 5 0  S T A T E  O F  A L A S K A
FAX ( 9 0 7 )  4 6 5 - 2 0 2 9  1 3 0  Seward Street, Suite 4 0 9
Mail Stop 3 1 0 1  Juneau, Alaska 9 9 8 0 1 - 2 1 0 5
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Here is the sectional su m m a r y  you requested of a resolution proposing amendments to the 

state constitution.

Sec. 1. The community development fund is established as a separate fund in the state 

treasury. M o n e y  in the fund is to be invested. Appropriations m a y  be made to the fund, but 

the principal ofthe fund m a y  not be appropriated. Income of the fund must be distributed 

to municipalities as provided by law.

Sec. 2. Within 30 days after the effective date of the constitutional amendment establishing 

the community development fund, S750 million or the balance in the budget reserve fund, 

whichever is less, shall be transferred from the budget reserve fund to the n e w  community 

development fund. T w o  percent of the income of the permanent fund earned in fiscal year 

2001 and in each fiscal year after shall be transferred to the community development fund. 

Transfers of permanent fund income end after fiscal year 2020. N o  distributions from the 

community development fund m a y  be made before July 1, 2002.

Sec. 3. The proposed amendment will be placed on the ballot during the 2000 general 

election.

TB C . i m b  
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Constitution of Alaska 

Article IX, Sections 7 and 13

Section 7. Dedicated Funds. T h e  proceeds of a n y  state tax or license shall n o t ^ e  

dedicated to a n y  special purpose, except as provided in section 15 of this article or w h e n  

required b y  the federal g o v e r n m e n t  for state participation in federal p r o g r a m s !  T h i ?  

provision shall not prohibit the continuance of a n y  dedication for special purposes' 

existing u p o n  the date of ratification of this section b y  the people of Alaska. :£

' C r o s s  r e f e r e n c e * .  —  F o r  a n  e x c e p t io n  to  th e  

p r o h ib i t io n  a g a in s t  d e d ic a te d  fu n d s , se e  S  1 5  o f  t h is  

a r t i c le  w h ic h  e s t a b l is h e s  th e  p e r m a n e n t  fu n d .

E f f e c t  at a m e n d m e n t s .  —  T h e  a m e n d m e n t  e f fe c ­

t iv e  F e b r u a r y  2 1 ,  1 9 7 7  ( 9 t h  L e g is la t u r e 's  S C S  

C S S S H J R  3 9  ( R e s )  a m  S  (1 9 7 6 ) )  in s e r t e d  ‘ a s  p ro v id e d  

in  s e c t io n  15  o f  t h i s  a r t ic le  o r *  in  th e  f i r s t  s e n te n c e .

. O p i n i o n *  o f  a t t o r n e y  g e n e r a L  —  A m o n g  th e  

re a s o n s  9 u c h  a  p r o h ib it io n , a s  i s  fo u n d  in  t h is  s e c t io n , 

w a s  re c o m m e n d e d  a r e  th e  fo llo w in g : ( 1 )  f le x ib i l i t y  o f  

u d g etin g ", ( 2 )  f in a n c ia l  c o n t ro l ; a n d  (3 )  la c k  o f  r e la -  

t  n s h ip  b e tw e e n  t h e  t a r  a n d  p u rp o s e . 1 9 5 9  O p . A t t ’y  

G  .N o .  7 .

x. le g a te s  to  th e  c o n s t it u t io n a l  c o n v e n t io n  w e r e  

d e sL  u s  ut e l im in a t in g  d e d ic a t io u s  so  t h a t  t h e  le g is -  

L a tu i w o u ld  h a v e  th e  g r e a t e s t  f le x ib i l i t y  in  a l lo c a t in g  

t a x  re  \n u e s  o n  a  b a s is  o f  n e e d . 1 9 5 9  O p . A t t ’y  G e n . 

N o . 7 .

A  d e c  a t io n  e n c o m p a s s e s  ( 1 )  p ro ce e d s  o r p a r t o f t h e  

p ro c e e d  of a  t a x  o r  l ic e n s e  ( 2 )  s e t  a s id e  a t  a  c e r t a in  

r a t e  ( 3 )  r  a p a r t i c u l a r  p u rp o s e . 1 9 5 9 0 p .  A t t ' y  G e n . 

N o . 7 .  •

A s  a  i t t e r  o f  c o m p ro m is e , a  g r a n d fa t h e r  c la u s e  

w a s  in c l  le d  in  t h is  s e c t io n  to  p e r m it  nil d e d ic a t io n s  

e x is t in p  l  th e  d a te  o f  r a t i f ic a t io n  o f  t h e  c o n s t itu t io n  

( A p r i l  2  1 9 5 6 ) to  c o n t in u e . 1 9 5 9  O p . A t t ’y  G e n . N o . 7 .

T h e  i c n t  o f  th e  d r a l l e r s  o f  th e  s t a t e  c o n s t itu t io n  

w a s  to  , ' r m it  th e  c o n t in u a n c e  o f  e x is t in g  d e d ic a t io n s  

a t  t h e  s e n  e x is t in g  r a t e s  u n t i l  t h e  le g is la t u r e  s a w  f it  

to e r  .- r ise  th e  o n ly  p o w e r  r e t a in e d  in  r e la t io n  to  

th e i T h a t  i s ,  th e  p o w e r  to  r e p e a l . 1 9 5 9  O p . A t t ’y  G e n . 

N o  , .

T h i s  s e c t io n  h a d  tw o  in t e r r e la t e d  p u rp o s e s : ( 1 )  to 

p r e v e n t  a n y  f u t u r e  d e d ic a t io n  o f  r e v e n u e s  fo r  s p e c ia l 

p u rp o s e s , e n d  ( 2 )  to  p r e v e n t  th e  c r e a t io n  o f  n e w  

s p e c ia l  f u n d s  s e p a r a t e  fro m  th e  g e n e r a l  fu n d . M a y  2 , 

1 9 7 5  O p . A t t ’y  G e n . . . - c a e

T h ia  s e c t io n  o f  t h e  s t a t e  c o n s t it u t io n  c a n  be  g iv e n  it s  

in te n d e d  e f fe c t  a n d  s e r v e  i t s  r e p e a t e d ly  e x p re s s e d  

p u rp o s e  o n ly  i f  th e  w o rd s  “ p ro c e e d s  o f  a n y  t a x  o r 

l i c e n s e ’  o r e  in t e r p r e t e d  to  m e a n  w h a t  t h e i r  f r a m e r s  

d e a r l y  in t e n d e d , i .e . ,  t h e  s o u rc e s  o f  a n y  p u b l ic  re v e ­

n u e s . M a y  2 , 1 9 7 5 , O p . A t t ’y  G e n . • •

T h e  d e d ic a t io n  o f  a n y  s o u rc e  o f  p u b l ic  r e v e n u e : t a x , 

l ic e n s e , r e n t a l ,  s a le ,  b o n u s - ro y a lty , r o y a l t y ,  o r  w h a t ­

e v e r , i s  l im it e d  b y  th e  s t a t e  c o n s t it u t io n  to  th o se  

e x is t in g  w h e n  th e  c o n s t itu t io n  w a s  r a t i f ie d  o r  re-' 

q u ir e d  fo r  p a r t ic ip a t io n  in  fe d e r a l p r o g r a m s . M a y  2 , 

1 9 7 5  O p . A t t ’y  G e n . r .  M

T h e  r e a l  c o n c e rn  a t  th e  c o n s t i t u t io n a l  c o n v e n t io n  

w a s  a b o u t  e a r m a r k e d  fu n d s , n o t  t a x e s  o r  l i c e n s e s , b u t , 

fu n d s . M a y  2 ,  1 9 7 5  O p . A t t ’y  G e u . s |A >
D e d ic a t io n  o f  th e  r e v e n u e s  f ro m  t h e  le a s e  o r  s a le  o f  

s t a t e  n a t u r a l  r e s o u rc e s  o ffe n d s  t h e  s t a t e  c o n s t it u ­

t io n a l  p ro h ib it io n  a g a in s t  d e d ic a te d  fu n d s . M a y  2 , 

1 9 7 5  O p . A t t ' y  G e n .

T h e  p r a c t ic e  o f  a p p r o p r ia t in g  to  a  s e p a r a t e  fu n d  a n  

a m o u n t  to  b e  a s c e r t a in e d  b y  r e fe re n c e  to  r e c e ip ts  fro m  

a  s p e c if ie d  s o u r c e  d o e s u o t  v io la t e  t h e  d e d ic a t io n ' 

p ro h ib it io n  o f  t h e  c o n s t it u t io n . N o v e m b e r  3 0 ,  1 9 8 2  

O p . A t t ’y  G e n . • r'.irj
L a n g u a g e  o f  th ia  s e c t io n  p r o h ib i t in g  d e d ic a t io n  o f  

p ro c e e d s  o f  a n y  s t a t e  t a x  o r  l ic e n s e  m u s t  be  re a d  a s  

e m b o d y in g  c e r t a in  im p lie d  e x c e p t io n s , s p e c if ic a l ly

jgi Constitution or Alaska Art.. IX, § 16

Se c t i o n  13. E x p e n d i t u r e s .  N o  m o n e y  shall be w i t h d r a w n  f r o m  the treasury except 

ju accordance with appropriations m a d e  b y  law. N o  obligation for the p a y m e n t  of m o n e y  

shall be incurred except as authorized b y  law. Unobligated appropriations butetandjng at 

the e n d  of the period of time specified b y  l a w  shall b e  void, .♦.iu.vmx. jm|- 4. ; , 5ir.V
bo B p e n t b e fo re  th o  e f fe c t iv e  d a te  o f  th e  l a w  c o n t a in in g  

th e  a p p r o p r ia t io n . A u g u s t  7 ,1 9 8 5  O p . A t t ’y  G e n . J ^
. T h e  A l a s k a  S a f e t y  A d v is o - y  C o u n c i l  ( A S A C )  c a n n o t  

le g a l ly  s p e n d  p r o g r a m  re c e ip ts  w it h o u t  g o in g  th ro u g h  

t h e - s t a t e  b u d g e t a r y  o r  o th e r  a d m in i s t r a t i v e  p ro c e s s . 

B y  s t a t u t e ,  p r o g r a m  re c e ip ts  m u s t  bo d e p o s ite d  w i t h  

th e  D e p a r t m e n t  o f  R e v e n u e . A u t h o r i t y  to  r e c e iv e  a n d  

e x p e n d  f u n d s  fo r  a  s t a t e  a g e n c y  m u s t  b e  th ro u g h  

le g is la t i v e  a p p r o p r ia t io n . A S A C  i s  a  s t a t e  b o d y  a n d  

th e  p u r c h a s e  o f  g o o d s a n d  s e r v ic e s  b y  th e  A S A C  m u s t  

c o n fo rm  w i t h  t h e  S t a t e  P r o c u r e m e n t  C o d e . J a n u a r y  < , 
1 9 9 1 , O p . A t t ’y  G e n . i_ s . a - -• - *- :> • • '  i u, • • •»

O p in io n s  o f  a t t o r n e y  g e n e r a L  —  T h i s  p ro v is io n  

- iv c s  th e  le g is la t u r e  to ta l a n d  a b s o lu te  p o w e r  o v e r  th e  

e x p e n d itu re  o f  s t a te  f lu id s .  F e b r u a r y  2 8 , 1 9 7 7  O p . 

A t t ’y  G e n .
j t  i s  th e  d u t y  o f  t h e  D e p a r t m e n t  o f  R e v e n u e  to  

reco ve r a m o u n ts  e r ro n e o u s ly  re fu n d e d  to  a  m u n ic ip a l­

ity . 196 3  O p . A t t 'y  G e u . N o . 2 0 .

T h e  U n iv e r s i t y  o f  A l a s k a  i s  s im i l a r  in  a l l  o r  m o s t  

re sp e cts  to  o th e r  s t a t e  e x e c u t iv e  a g e n c ie s  fo r  p u rp o s e s  

e f  b u d g e t in g  a n d  acco u n tin g - , i t  d o cs  n o t h a v e  a n y  

p e c u lia r  s t a t u s  b y  v i r t u e  o f  b r in g  c o n s t it u t io n a l ly  

e s ta b lis h e d . F e b r u a r y  2 8 ,1 3 7 7  O p  A t t 'y  G e n .

O n ly  r a r e ly  c a n  a n  a p p ro p r ia t io n  fo r  s t a te  e x p e n s e s



H J R 2 3  
C o m m u n i t y  D e v e lo p m e n t  F u n d  C o n s t i t u t io n a l  A m e n d m e n t

-r"

Part o f a State-Local Long Range Fiscal Plan:

> In two years it would eliminate Generai Funds for the Safe Communities, State 
Revenue Sharing, and Capital Matching Grants.

> It would ensure stronger local governments, reverse the trend to dissolve 
municipalities, and encourage new r  nicipalities to form.

>  A Community Development Fund would form a vehicle for transitioning additional 
state service responsibilities to local governments. The biggest problem now in 
accepting additional responsibilities from the state is that the State cannot commit 
funding beyond one year.

Would a Community Development Fund fit into a plan like the "A ll-A laska" Plan?

> Yes, the "Alaska Plan" is an endowment. The creation o f a Community Development 
Fund would simply be a separate part o f that endowment to:

1. Ensure local taxpayers that they w ill be able to continue receiving critical 
basic services.

2. Create a vehicle to gradually transfer more service responsibilities to local 
governments where they can be delivered more efficiently and with fu ll 
control by local citizens.

> A Community Development Fund A'ould not reduce the ability to balance the state 
budget because it transfers revenue and current state expenses.

> A Community Development Fund would enhance a long-range fiscal plan because it 
furthers the goal o f reducing the size o f state government, increases efficiency, and 
evolves stronger local governments that provide more local service.

Example: Currently there are separate state and local road maintenance crews in many 
communities. Local governments cannot negotiate with the state to consolidate road 
maintenance under local control because historically the state has not been able to 
commit funds beyond one year. A Community Development Fund would allow a stable 
source o f funding for road maintenance consolidation under local govcrnemnts.

D:\KEVIN\Lcgconim 99\599 Community Dev Fund IUR 23.doc
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E x a m p le  o f  a  $i.077 B i l l i o n  L o n e  R a n g e  State-Local Fiscal P la n

Every Alaskan is both: a state citizen and taxpayer; A N D  a local citizen and taxpayer.

A  true Alaska Long-range Fiscal Plan cannot exist unless it also considers local government 

services and taxes. Below is an example of a State-Local Plan that increases local responsibility 

and considers how much Alaskans must pay in state and local taxes and fees.

Local Government services and taxes must be considered in any true Long-range Fiscal 

Plan!

(in millions of dollars) State G F Municipal

Reduction Share

Budget Plan similar to All-Alaska Plan -

Use of PF Earnings for schools+school tax - ($850) $0

Income Tax as %  of Federal ($100) - $0

Harbor Transfer to Municipalities -

Increase Marine Fuel Tax to $. 10/gal $0 $7

Local Maintenance/Repairs to harbors ($7) -

Airport Maintenance and Operation

Statute to allow state to collect landing 

fees and Increase in Aviation Fuel Tax 

(state operation or incentive for transfer to 

municipalities) ($14) $0

Eliminate S68 million State G F  to:

Safe Communities/ Revenue Sharing ($48) ($48)

and Municipal Capital Matching Grants ($20) ($20)

A N D  replace State G F  with:

Motor Fuel Tax Increase for Alaska’s Roads 

and Highways (increase to $.21/gal)

- shared with municipalities based

on %  of total miles and average cost

of maintenance by class of road (total increase $42) ($22) $20

Alcohol Tax ($.10/drink) - 5 0 %  for 

municipal alcohol impacts (total increase $20) ($10) $10

Community Development Fund capitalized at

$750 million, plus 2 %  PF earnings per year $0 $50

Increase minimum revenue sharing

to $60,000/year $0 $0

Transfer of service responsibility to 

municipalities (Class III roads, 

public safety, etc.) ($13) (-$13)

Net State G F  Increase/ (decrease) (in Billions of $) ($1,077) $0“

♦‘N O  N E T  R E V E N U E  I N C R E A S E  F O R  L O C A L  G O V E R N M E N T S

*
★

★
★

★
★
k
★

*

★

★
k
k
k
k
k
i t
k
i t
k
k
k
k
k
k
k
k
k
k
k
k
k
k
k
k
k
k
k
k
k
k
ir
k
k
k

k k k k k k k k k k k k k k k k k k k k k i t k k k k k k k k k k k k k k k k k k k k k



Rep. Andrew Halcro, Co-Chair 
Rep. John Harris. Co-Chair 

Rep. Carl Morgan 
Rep. Lisa Murkowski 

Rep. Fred Dyson 
Rep. Reggie Joule 
Rep. Al Kookcsh

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

HOUSE OF REPRESENTATIVES

C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  

C o m m i t t e e

A d d i t i o n a l  M a t e r i a l s  

f o r

H J R  2 3

M a y  A ,  I 9 9 9

Slate Cnpilol, Room 418 
Juneau, Alaska 

99801-1182 
(907) 465-4939 

Fax (907)465-2418



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

R e p r e s e n t a t i v e  G a r y  D a v i s

M EMORANDUM

April 29, 1999

TO: Representative Andrew Halcro, Co-Chair

Representative John Harris, Co-Chair 

Representative Fred Dyson 

Representative Carl Morgan 

Representative Lisa Murkowski 

Representative Reggie Joule 

Representative Albert Kookesh

Several questions c a m e  up during the April 8 Community and Regional Affairs 

Committee meeting on H J R  23. Specifically, the committee requested additional 

information on the following: 1) will unincorporated communities be eligible to receive 

m o n e y  from the fund; 2) h o w  will the fund be invested and w h o  will administer it; and 3) 

what is the projected distribution schedule. These questions and m y  initial intentions 

regarding the resolution are addressed in order below.

Unincorporated Communities Eligibility to Receive Funds
I understand that a draft committee substitute will be offered clarifying that the fund 

earnings shall be distributed to "some or all of the following: organized boroughs, cities, 

and unincorporated communities in the unorganized borough," as provided by law. This 

change will allow unincorporated communities as well as municipalities to receive funds, 

but leaves the actual distribution s cheme to the discretion of the legislature.

How Will the Fund be Invested and Who Will Administer It
Unless otherwise provided for in law, the commissioner of revenue is responsible for the 

investment and administration of stale funds. These funds are invested according to 

the principles set out in A S  37.10.071 and other provisions as set out for the fund. In 

this instance, the Community Development Fund would be invested to yield competitive 

market rates to the fund (this is the s a m e  language as that contained in the 

constitutional provision establishing the Constitutional Budget Reserve Fund).

RE:

F R O M :

S'ciilon: Stale Capitol, Juneau, A K  99801 •Phone 907/465-2673 or 800/463-2693 • Fax 907/465-3835
Interim: 145 Main St. Lp, Stc. 223, Kenai, A K  99611 • Phone 907/283-709< or 907/224-2051 • Fax 907/283-3075
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The legislature could, in the years following the adoption of this amendment, enact 

legislation forming an investment board similar to the Permanent Fund Corporation, the 

Alaska State Pension Investment Board, the Alaska Mental Health Trust Authority, or 

any of the other state investment boards. If this were to occur, I envision the board 

would include representatives of the Alaska Municipal League or individual 

municipalities.

For the purpose of deciding whether or not to create the Community Development 

Fund, I prefer working on the premise that the Department of Revenue would act as the 

fund administrator. This enables us to obtain information on the investmert principles 

currently in use and calculate fund projections using a variety of scenarios.

How will the Fund Earnings be Distributed
I intend for the earnings from the Community Development Fund to be distributed with 

no restrictions. Each local government will individually decide on the best ways to use 

the fund they receive. I envision the distribution formula consisting of two calculations. 

The first calculation would be on a purely per capita basis, recognizing that the more 

people there are in a municipality, the more services are required to be provided. The 

second calculation would be based geographica’ly, perhaps taking into account the 

number of square miles of land receiving municipal services. This recognizes the fact 

that it is more expensive to provide over large tracts of land than it is within a compact 

area.

There are a variety of distribution options available to the legislature. I hesitate to put 

forward a specific plan of distribution for fear of overshadowing the discussion of 

whether or not to create a fund with a debate on the best w a y  in which to distribute 

funds in the event H J R  23 was approved by voters. Additionally, this gives the specific 

formula options the flexibility to meet future needs and goals.

I hope this m e m o r a n d u m  answers the questions to your satisfaction. If you would like 

further information, please contact D e b  Davidson with m y  staff. Additionally, m y  office 

is willing to request distribution options and projected payments to local governments 

based on your specific scenarios.

As I stated in committee, m y  purpose in bringing forth this legislation 5s to discuss the 

advisability and viability of this type of fund. I believe that this is a responsible use of 

Permanent Fund earnings that can provide a more stable revenue stream for local 

governments. I believe it is best to leave the actual mechanics of the investment and 

distribution of the fund to a later date so that w e  can focus on one issue at a time. The 

legislature in partnership with local governments could develop a fair and equitable plan 

for the distribution of the earnings within the 2-year window given in this legislation.

R e p r e s e n t a t i v e  D a v i s
A p r i l  2 9 , 1 9 9 9
P a g e  2
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CS F O R  H O U S E  J O I N T  R E S O L U T I O N  NO. 23(CRA)

IN T H E  LEGISLATURE O F  T H E  ST A T E  O F  A L A S K A

TWENTY-FIRST LEGIS L A T U R E  - FIRST SESSION

DY T H E  H O U S E  C O M M U N IT Y  AND R E G IO N A L  A F F A IR S  C O M M IT T E E

O ffered:
Referred:

Spoavor(s): R E P R E S E N T A T IV E  D A V IS

A  R E S O L U T I O N

Proposing amendments lo Ihe Constitution of the State of Alaska relating to the 

community development fund, the permanent fund, and the budget reserve fund. 

B E  IT R E S O L V E D  B Y  T H E  L E G I S L A T U R E  O F  I H E  S T A T E  O F  A L A S K A :

* Section 1. Article IX, Constitution of the State of Alaska, is amended by adding a new 

section to read:

Section 18. Community Development Fund, (a) There is established as a 

separate fund in the State treasury the community development fund. Appropriations 

may be made to the principal of the fund, but the principal of the fund may not be 

appropriated. Money in the community development fund shall be invested so as to 

yield competitive market rates to the fund. Income of the fund shall be retained in the 

fund until it is distributed under (b) of this section. Section 7 of this article does not 

apply to appropriations or other deposits made to the fund or to income retained in the 

fund.

(b) At the end of each fiscal year, income from the community development 

fund shall, as provided by law, be distributed to some or all of the following: 

organized boroughs, cities, and unincorporated communities in the unorganized

-1- CSHJR 23(CRA)
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borough. The appropriation requirement in Section 13 of this article does not apply 

to distributions under this subsection.

* Sec. 2. Article XV, Constitution of the Slate of Alaska, is amended by adding a new 

section to read:

Section 30. Transitional Provisions Relating to the Community 

Development Fund, (a) Within thirty days after the effective date of the 2000 

amendment establishing the community development fund (art. IX, sec. 18), seven 

hundred fifty million dollars or the balance in the budget reserve fund, whichever is 

less, shall be transferred from the budget reserve fund (art. IX, sec. 17) to the principal 

of the community development fund.

(b) Notwithstanding provisions relating to income of the permanent fund in 

Section 15 of Article IX, two percent of the income of the permanent fund earned in 

fiscal year 2001 and in each fiscal year thereafter shall be transferred to the principal 

of the community development fund. Transfers to the community development fund 

under this subsection shall end after the transfer of income earned in fiscal year 2020 

is made.

(c) Notwithstanding provisions relating to distribution of income from the 

community development fund in Section 18(b) of Article IX, distributions may not be 

made before July 1, 2002.

* See. 3. The amendments proposed by this resolution shall be placed before the voters of 

the state at the next general election in conformity with art. XIII, sec. 1, Constitution of the 

State of Alaska, and the election laws of the state.

CSHJK 23(CRA) -2-
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A l a s k a  S t a t e  L e g i s l a t u r e

R e p r e s e n t a t i v e  G a r y  D a v i s

M EMORANDUM

April 29,1999

TO: Reoresentative Andrew Halcro, Co-Chair

Representative John Harris, Co-Chair 

Representative Fred Dyson 

Representative Carl Morgan 

Representative Lisa Murkowski 

Representative Reggie Joule 

Representative Albert Kookesh

Several questions c a m e  up during the April 8 Community and Regional Affairs 

Committee meeting on H J R  23. Specifically, the committee requested additional 

information on the following: 1) will unincorporated communities be eligible to receive 

m o n e y  from the fund; 2) h o w  will the fund be invested and w h o  will administer it; and 3) 

what is the projected distribution schedule. These questions and m y  initial intentions 

regarding the resolution are addressed in order below.

Unincorporated Communities Eligibility to Receive Funds
I understand that a draft committee substitute will be offered clarifying that the fund 

earnings shall be distributed to "some or all of the following: organized boroughs, cities, 

and unincorporated communities in the unorganized borough," as provided by law. This 

change will allow unincorporated communities as well as municipalities to receive funds, 

but leaves the actual distribution scheme to the discretion of the legislature.

How Will the Fund be Invested and Who Will Administer It
Unless otherwise proviuod for in law, the commissioner of revenue is responsible for the 

investment and administration of state funds. These funds are invested according to 

the principles set out in A S  37.10.071 and other provisions as set out for the fund. In 

this instance, the Community Development Fund would be Invested to yield competitive 

market rates to the fund (this is the s a m e  language as that contained in the 

constitutional provision establishing the Constitutional Budget Reserve Fund).

Session: Stale Capitol, Juneau, A K  99801 •Phone 90W>5.2693 or 800/463-2693 • Fax 907/465-3835
Interim: 145 Main St l.p., Stc. 223. Kenai, A K  99611 • Phone 907/283-7095 or 907/224-2051 • Fox 907/283-3075

Email: Rcprescntativc_Gary_Davis@lcgis.8tutc.ak.us

RE:

F R O M :

mailto:Rcprescntativc_Gary_Davis@lcgis.8tutc.ak.us


The legislature could, in the years following the adoption of this amendment, enact 

legislation forming an investment board similar to the Permanent Fund Corporation, the 

Alaska State Pension Investment Board, the Alaska Mental Health Trust Authority, or 

any of the other state investment boards. If this were to occur, I envision the board 

would include representatives of the Alaska Municipal League or individual 

municipalities.

For the purpose of deciding whether or not to create the Community Development 

Fund, I prefer working on the premise that the Department of Revenue would act as the 

fund administrator. This enables us to obtain information on the investment principles 

currently in use and calculate fund projections using a variety of scenarios.

How will the Fund Earnings be Distributed
I intend for the earnings from the Community Development Fund to be distributed with 

no refactions. Each local government will individually decide on the best ways to use 

the fund they receive. I envision the distribution formula consisting of two calculations 

The first calculation would be on a purely per capita basis, recognizing that the more 

people there are in a municipality, the more services are required to be provided. The 

second calculation would be based geographically, perhaps taking into account the 

number of square miles of land receiving municipal services. This recognizes the fact 

that it is more expensive to provide over large tracts of land than it is within a compact 

area.

There are a variety of distribution options available to the legislature. I hesitate to put 

forward a specific plan of distribution for fear of overshadowing the discussion of 

whether or not to create a fund with a debate on the best w a y  in which to distribute 

funds in the event H J R  23 was approved by voters. Additionally, this gives the specific 

formula options the flexibility to meet future needs and goals.

I hope this m e m o r a n d u m  answers the questions to your satisfaction. If you would like 

further information, please contact D e b  Davidson with m y  staff. Additionally, m y  office 

is willing to request distribution options and projected payments to local governments 

based on your specific scenarios.

As I stated in committee, m y  purpose in bringing forth this legislation is to discuss the 

advisability and viability of this type of fund. I believe that this is a responsible use of 

Permanent Fund earnings that can provide a more stable revenue stream for local 

governments. I believe it is best to leave the actual mechanics of the investment and 
distribution of the fund to a later date so that w e  can focus on one issue at a time. The 

legislature in partnership with local governments could develop a fair and equitable plan 

for the distribution ofthe earnings within the 2-year window given in this legislation.

R e p r e s e n t a t i v e  D a v i s
A p r i l  2 9 ,  1 9 9 9
P a g e  2



T a b l e  1

H J R  23: C o m m u n i t y  D e v e l o p m e n t  F u n d  

Deposits, Earnings and Distributions 

F Y  00 - F Y  21 (in millions)

W i t h o u t  I n f l a t i o n  P r o o f i n g _________________   W i t h  I n f l a t i o n  P r o o f i n g  o f  3  p e r c e n t

C o m m u n i t y C o m m u n i t y
D e v e l o p m e n t D e p o s i t  t o T o t a l A v a i l a b l e  f o r D e v e l o p m e n t D e p o s i t  t o  T o t a l I n f l a t i o n A v a i l a b l e  fo r

E n d  o f F u n d  P r i n c i p a l  P r i n c i p a l E a r n i n g s  D i s t r i b u t i o n F u n d  P r i n c i p a l  P r i n c i p a l R e t u r n s P r o o f i n g  D i s t r i b u t i o n

F Y  0 0 7 5 0 7 5 0 7 5 0 7 5 9
F Y  0 1 8 4 5 3 7 5 8 8 4 5 3 7 5 8 2 3
F Y  0 2 8 3 2 3 8 6 5 1 1 7 8 8 0 3 8 6 5 2 5 6 9
F Y  0 3 8 7 5 4 0 6 4 6 1 9 5 0 4 0 6 8 2 6 3 8

F Y  0 4 9 2 1 4 2 6 8 6 4 1 0 2 4 4 2 7 4 2 8 4 1

F Y  0 5 9 6 8 4 4 7 1 6 7 1 1 0 3 4 4 7 9 3 1 4 4

F Y  0 6 1 0 1 8 4 6 7 5 7 1 1 1 8 6 4 6 8 5 3 3 4 8
F Y  0 7 1 0 7 1 4 8 7 9 7 5 1 2 7 5 4 8 9 2 3 6 5 1

F Y  0 8 1 1 2 6 5 0 8 3 7 8 1 3 6 9 5 0 9 9 3 8 5 5

F Y  0 9 1 1 8 3

C
O 8 7 8 3 1 4 6 9 5 3 1 0 6 4 1 5 9

F Y  1 0 1 2 4 3 5 5 9 2 8 7 1 5 7 4 5 5 1 1 4 4 4 6 4

F Y  1 1 1 3 0 6 5 8 9 6 9 1 1 6 8 5 5 8 1 2 2 4 7 6 8

F Y  1 2 1 3 7 1 6 0 1 0 1 9 6 1 8 0 3 6 0 1 3 1 5 1 7 3

F Y  1 3 1 4 4 0 6 3 1 0 6 1 0 1 1 9 2 7 6 3 1 4 0 5 4 7 8

F Y  1 4 1 5 1 2 6 6 1 1 2 1 0 6 2 0 5 9 6 6 1 4 9 5 8 8 3

F Y  1 5 1 5 8 6 6 9 1 1 7 1 1 1 2 1 9 8 6 9 1 6 0 6 2 8 9

F Y  1 6 1 6 6 5 7 2 1 2 3 1 1 6 2 3 4 4 7 1 1 7 0 6 6 9 5

F Y  1 7 1 7 4 6 7 5 1 2 9 1 2 2 2 4 9 9 7 5 1 8 2 7 0 1 0 2

F Y  1 8 1 8 3 1 7 8 1 3 5 1 2 8 2 6 6 2 7 8 1 9 4 7 5 1 0 8

F Y  1 9 1 9 2 0 8 1 1 4 2 1 3 4 2 8 3 5 8 1 2 0 6 8 0 1 1 5

F Y  2 0 2 0 1 3 8 5 1 4 9 1 4 1 3 0 1 6 8 5 2 2 0 8 5 1 2 3

T o t a l 1 8 4 9 9 7 3 1 4 0 3

S o u r c e :  D e p a r t m e n t  o f  R e v e n u e
A s s u m p t i o n s
A l l  t r a n s f e r s  i n t o  t h e  C D F  h a p p e n  a t  t h e  e n d  o f  t h e  f i s c a l  y e a r
T r a n s f e r s  e a r n  n o  m o n e y  t h e  y e a r  t h e y  a r e  t r a n s f e r r e d  i n t o  t h e  C o m m u n i t y  D e v e l o p m e n t  F u n d  
W i t h d r a w a l s  f r o m  t h e  C o m m u n i t y  D e v e l o p m e n t  F u n d  h a p p e n  a t  t h e  e n d  o f  f i s c a l  y e a r  0 2
2  p e r c e n t  o f  t h e  r e a l i z e d  i n c o m e  i s  t r a n s f e r r e d  f r o m  t h e  P e r m a n e n t  F u n d  t o  t h e  C o m m u n i t y  D e v e l o p m e n t  F u n d  b e g i n n i n g  i n  F Y  0 1 .



H J R  23: C o m m u n i t y  D e v e l o p m e n t  F u n d  

Effect on Earnings Reserve Account Balance and Amounts Available for Permanent Fund Dividend 

F Y  00 - F Y  21 (in millions)

T a b l e  2

E a r n i n g s  R e s e r v e  A c c o u n t  B a l a n c e  A m o u n t  A v a i l a b l e  f o r  P e r m a n e n t  F u n d  D i v i d e n d s

E n d  o f C u r r e n t l y

W i t h  2 %  o f  P F  
E a r n i n g s  t o  

C D F D i f f e r e n c e C u r r e n t l y
W i t h  2 %  o f  P F  

E a r n i n g s  t o  C D F D i f f e r e n c e

F Y  0 0 2 , 2 8 8 2 , 2 8 8 0 1 , 0 7 4 1 , 0 7 4 0
F Y  0 1 2 , 4 5 2 2 , 4 1 5 - 3 7 1 , 0 8 2 1 , 0 8 2 0
F Y  0 2 2 , 6 8 1 2 , 6 0 4 - 7 7 1 , 0 6 9 1 , 0 6 9 0
F Y  0 3 3 , 0 3 0 2 , 9 1 1 - 1 1 9 1 , 0 0 7 1 , 0 0 6 - 1
F Y  0 4 3 , 4 4 6 3 , 2 8 0 - 1 6 6 1 , 0 1 2 1 , 0 1 1 - 1
F Y  0 5 3 , 8 9 3 3 , 6 7 6 - 2 1 7 1 , 0 5 7 1 , 0 5 5 - 2
F Y  0 6 4 , 3 7 5 4 , 1 0 2 - 2 7 3 1 , 1 0 6 1 , 1 0 3 - 3
F Y  0 7 4 , 8 8 7 4 , 5 5 5 - 3 3 2 1 , 1 6 0 1 , 1 5 4 - 6
F Y  0 8 5 , 4 3 1 5 , 0 3 5 - 3 9 6 1 , 2 1 6 1 , 2 0 9 - 7
F Y  0 9 6 , 0 0 8 5 , 5 4 2 - 4 6 6 1 , 2 7 5 1 , 2 6 6 - 9
F Y  1 0 6 , 6 2 0 6 , 0 8 0 - 5 4 0 1 , 3 3 7 1 , 3 2 6 - 1 1
F Y  1 1 7 , 2 6 9 6 , 6 4 8 - 6 2 1 1 , 4 0 1 1 , 3 8 7 - 1 4
F Y  1 2 7 , 9 5 6 7 , 2 4 9 - 7 0 7 1 , 4 6 7 1 , 4 5 1 - 1 6
F Y  1 3 8 , 6 8 3 7 , 8 8 3 - 8 0 0 1 , 5 3 6 1 , 5 1 6 - 2 0
F Y  1 4 9 , 4 5 1 8 , 5 5 1 - 9 0 0 1 , 6 0 7 1 , 5 8 4 - 2 3
F Y  1 5 1 0 , 2 6 7 9 , 2 6 0 - 1 , 0 0 7 1 , 6 8 1 1 , 6 5 5 - 2 6
F Y  1 6 1 1 , 1 2 8 1 0 , 0 0 8 - 1 , 1 2 0 1 , 7 5 8 1 , 7 2 8 - 3 0
F Y  1 7 1 2 , 0 3 7 1 0 , 7 9 4 - 1 , 2 4 3 1 , 8 3 8 1 , 8 0 4 - 3 4
F Y  1 8 1 2 , 9 9 9 1 1 , 6 2 6 - 1 , 3 7 3 1 , 9 2 1 1 , 8 8 3 - 3 8
F Y  1 9 1 4 , 0 1 5 1 2 , 5 0 1 - 1 , 5 1 4 2 , 0 0 8 1 , 9 6 5 - 4 3
F Y  2 0 1  * , 0 8 9 1 3 , 4 2 7 - 1 , 6 6 2 2 , 0 9 8 2 , 0 5 0 - 4 8

S o u r c e :  D e p a F m e n t  o f  R e v e n u e
A s s u m p t i o n s
A l l  t r a n s f e r s  i n t o  t h e  C D F  h a p p e n  a t  t h e  e n d  o f  t h e  f i s c a l  y e a r
T r a n s f e r s  e a r n  n o  m o n e y  t h e  y e a r  t h e y  a r e  t r a n s f e r r e d  i n t o  t h e  C o m m u n i t y  D e v e l o p m e n t  F u n d  
W i t h d r a w a l s  f r o m  t h e  C o m m u n i t y  D e v e l o p m e n t  F u n d  h a p p e n  a t  t h e  e n d  o f  f i s c a l  y e a r  0 2
2  p e r c e n t  o f  t h e  r e a l i z e d  i n c o m e  i s  t r a n s f e r r e d  f r o m  t h e  P e r m a n e n t  F u n d  t o  t h e  C o m m u n i t y  D e v e l o p m e n t  r u n d  b e g i n n i n g  i n  F Y  0 1 .
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IN T H E  LEGISLATURE O F  T H E  STATE O F  A L A S K A

TWENTY-FIRST LEGISLATURE - FIRST SESSION 

BY REPRESENTATIVE DAVIS 

Introduced: 3/5/99
Referred: Community and Rejtiomd Affairs, Judiciary, Finance

A  R E S O L U T I O N

1 Proposing amendments to the Constitution of the State of Alaska relating to the

2 community development fund, the permanent fund, and the budget reserve fund.

3 B E  IT R E S O L V E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

H O U SE  JO IN T  R ESO LU T IO N  NO . 23

4 * Section 1. Article IX, Constitution of the State of Alaska, is amended by adding a new

5 section to read:

6 Section 18. Community Development Fund, (a) There is established as a

7 separate fund in the State treasury the community development fund. Appropriations

8 may be made to the principal of the fund, but the principal of the fund may not be

9 appropriated. Money in the community development fund shall be invested so as to

10 yield competitive market rates to the fund. Income of the fund shall be retained in the

11 fund until it is distributed under (b) of this section. Section 7 of this article does not

12 apply to appropriations or other deposits made to the fund or to income retained in the

13 |uncj 7  (p«'*A'"V>i't‘icNA t-i d ju h c + X a d

14 (b) At the end of each fiscal year, income from the community development

15 fund shall be distributed to organized boroughs and cities as provided by law. Section

16 13 of this article docs not apply to distributions under this subsection. .

HJR023a H JR 23



1 * Sec. 2. Article XV, Constitution of the State of Alaska, is amended by adding a new

2 section to read.

3 Section 30. Transitional Provisions Relating to the Community

4 Development Fund, (a) Within thirty days after the effective date of the 2000

5 amendment establishing the community development fund (art. IX, sec. 18), seven

I) hundred fifty million dollars or the balance in the budget reserve fund, whichever is

7 less, shall be transferred from the budget reserve fund (art. IX, sec. 17) to the principal

8 of the community development fund.

9 (b) Notwithstanding provisions relating to income of the permanent fund in

10 Section 15 of Article IX, two percent of the income of the permanent fund earned in

11 fiscal year 2001 and in each fiscal year thereafter shall be transferred to the principal

12 of the community development fund. Transfers to the community development fund

13 under this subsection shall end after the transfer of income earned in fiscal year 2020

14 is made.

15 (c) Notwithstanding provisions relating to distribution of income from the

16 community development fund in Section 18(b) of Article IX, distributions may not be

17 made before July 1, 2002.

18 * Sec. 3. The amendments proposed by this resolution shall be placed before the voters of

19 the state at the next general election in conformity with art. XIII, sec. 1, Constitution of the

20 State of Alaska, and the election laws of the state.
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