


Alaska State Legislature
R e p r e s e n t a t iv e  G a r y  D a v is

May 5 ,1 9 9 9

M E M O R A N D U M

TO: R ep resen ta tiv e  P e te  Kott, C hair
H ouse  Judiciary C om m ittee

FROM: R ep resen ta tiv e  G ary Davis

RE: R eq u e s t for Hearing on H ousejJo in t R esolution 23, "Proposing amendments
to the constitution of the State of Alaska relating to the community 
development fund, the permanent fund, and the budget resen/e fund"

P le a se  sch ed u le  a  com m ittee hearing on th e  C om m ittee Substitu te  for H ouse  Jo in t 
Resolution 23  (C&RA) a t your earliest conven ience. A ttached a re  the  following 
m aterials for inclusion in the  com m ittee packet:

• S p o n so r S ta tem en t
• Sectional Analysis
• Fiscal N otes from Division of E lections and  th e  D epartm ent of Com m unity & 

R egional Affairs
• Affected Constitutional Provisions
• 2 tab les, o n e  showing estim ates of funds available for distribution to com m unities:

the  o th er show ing the  estim ated  effect on the Earn ings R eserv e  A ccount
• M em orandum  to m em bers of H ouse Com m unity and  Regional Affairs providing 

an sw ers  to specific q uestions ra ised  in com m ittee

I would a lso  like to req u est that this hearing  be te lecon ferenced  to various s ites a c ro ss  
the  s ta te .

T hank you for your consideration of th is request. If you have any  qu estio n s  o r would 
like additional information, p lease  con tac t Deb D avidson of my staff. Prior to  th e  
com m ittee hearing , I will be  forwarding information to your staff regarding financial 
projections pertaining to the  legislation.

A ttachm ent

S e s s io n :  Stale Capitol, Juneau, AK 99801 • Phone 907/465-2693 or 800/463-2693 • Fax 907/465-3835 
I n t e r i m :  145 Main St. Lp., Stc. 223, Kcnai, AK 99611 • Phune 907/283-7095 or 907/224-2051 • Fax 907/283-3075

Email: Rcprcsentulivc_Gary_Davis@legis.statc.nk.us

mailto:Rcprcsentulivc_Gary_Davis@legis.statc.nk.us


Alaska State Legislature
R e p r e s e n t a t iv e  G a r y  D a v is

COMMITTEE SUBSTITUTE TO HOUSE JOINT RESOLUTION 23 (C&RA)

SPONSOR STATEMENT

"P ro p o sin g  a m e n d m e n ts  to the C o n s titu tio n  o f the  S ta te  o f  A la s k a  re la tin g  to  th e  c o m m u n ity  

d e v e lo p m e n t fu n d , th e  p e r m a n e n t fu n d  a n d  th e  b u d g e t re s e rv e  fu n d ”

H J R  2 3  p ro p o s e s  a co n stitu tio n a l a m e n d m e n t  creating  a d e d ic a te d  fu n d  fo r  p a y m e n ts  to 

m u n ic ip a litie s  w ith in  the state . P rin c ip a l w ill b e  in v e s te d  to  yie ld  c o m p e titiv e  m a rk e t ra te s  an d  

the fu n d 's  in c o m e  w ill be d istributed  a n n u a lly  to  A la s k a  c o m m u n itie s . F u n d  p rin c ip a l w ill c o n s is t 

o f a n  in itial $ 7 5 0  m illion  fro m  the B u d g e t R e s e rv e  F u n d , w ith  2 p e rc e nt o f  th e  P e r m a n e n t  F u n d 's  

in c o m e  a d d e d lo  th e  principal for the  n e x t  2 0  y e a rs . A s  the^principal o f  th e  fu n d  in c re a s e s , so  

too  w ill e a rn in g s , a n d  th u s  p a y m e n ts  to  c o m m u n itie s . A s  p a y m e n ts  in c re a s e , lo c a l ta x e s  m a y  

d e c re a s e  p ro vid in g  m ore  m o n e y  to  in d iv id u a ls  w ith o u t a  d e c re a s e  in lo c a l s e rv ic e s .

Local g o v e r n m e n ts  h a v e  in d iv id u a lize d  n e e d s  in a d d itio n  to provid ing  b a s ic  s e rv ic e s . T h e y  do 

n ot a lw a y s  h a v e  s u ffic ie n t land, e c o n o m ic  o r  ta x  b a s e s  to  p ro vid e  the n e c e s s a ry  fu n d in g ; n or 

can th e  s ta te  c o n tin u e  to  g iv e  it to  th e m . W ith  oil p ro d uctio n  d e c re a s in g , th e re  is le s s  g e n e ra l 

fu n d  m o n e y  a v a ila b le  to  th e  state. A s  re v e n u e s  d im in is h , the  s ta te  c a n n o t p ro v id e  a d e q u a te  

s u s ta in a b le  fu n d in g  to lo ca l g o v e rn m e n ts  to  m e e t their se rv ic e  d e m a n d s .

A  d e d ic a te d  fu n d  p ro vid e s  m ore fu n d in g  re liab ility  to  local g o v e rn m e n ts . P a y in g  c o m m u n it ie s  

th e  in c o m e  e a rn e d  fro m  th e  fu n d  a llo w s  th e m  to b e tte r e s tim a te  w h a t th e y  w ill re c e iv e . T h is  

p ro vid e s  a m o re  sta b le  a n d  pred ictab le  s tre a m  o f re v e n u e s  to  p la n  a n d  p ro v id e  s e rv ic e s . It a ls o  

g iv e s  m o re  lo cal control o v e r  prio rities  a n d  s e rv ic e s . W ith  local g o v e r n m e n t re c e iv in g  fu n d s  

directly, re s id e n ts  h a v e  th e  o p p o rtu n ity  to  b e  m o re  k n o w le d g e a b le  a b o u t h o w  th e  fu n d s  are  

u se d  a n d  a re  a b le  to  p ro vid e  m o re  in p u t o n  h o w  th e y  s h o u ld  be s p e n t. L o c a l g o v e r n m e n ts  w ill 

a n s w e r  to  th e ir c itizen s  fo r  the  w a y  in w h ic h  it is sp e n t. T h e  sta te  c a n  th e n  c o n c e n tra te  its 

efforts o n  s ta te w id e  p ro g ra m s  a n d  s u p p o rt d ire cted  m o re  to  sp e c ific  o r s p e c ia liz e d  n e e d s .

T h is  a ls o  s tre n g th e n s  th e  a rg u m e n t tha* th e  P e rm a n e n t F u n d  a n d  its p ro c e e d s  a re  u s e d  fo r th e  

p u b lic ’s  p u rp o s e  a n d  are  th u s  e lig ib le  to  re ta in  th e  fe d e ra l ta x -e x e m p t s ta tu s . T h e  P e r m a n e n t 

F u n d  w a s  c re a te d  a s  a pu b lic  trust, th e  p ro c e e d s  fro m  w h ic h  w e re  to  b e u s e d  fo r  a  p u b lic  

p u rp o se . T h e  principal c a m e  fro m  re s o u rc e  a s s e ts  re c e ive d  at s ta te h o o d  b e c a u s e  C o n g re s s  

did n o t b e lie v e  A la s k a  c o u ld  m e e t its c o lle c tiv e  n e e d s  fro m  ta x e s  a lo n e . D e d ic a tin g  a  p o rtio n  o f 

the  in c o m e  to  c o m m u n itie s  re iterates th e  a rg u m e n t th a t th e  state  fu lfills  th e p u b lic  p u rp o s e  by 

u sing  " in c o m e  fro m  a c o lle c tive  a s s e t  to  m e e t c o lle c tive  n e e d s."  C iT izens' a p p ro v a l o f  th e  

d e d ic a tio n  b y a  m ajo rity  v o te  re in fo rc e s  th a t th e  p u b lic  b e lie v e s  in th e  p u rp o s e  fo r  w h ic h  it is  to 

b e u se d .

HJR23/SS/05/04/99

Session: Stale Capitol, Juneau, AK 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

Email: Reprcscnlativc_Gary_Davis@lcgis.statc.ak.us

mailto:Reprcscnlativc_Gary_Davis@lcgis.statc.ak.us


LEGAL SERVICES

(907)465-3867 or 465-2450 

FA X (907) 465-2029 

Mail Stop 3101

D IV ISIO N  O F LEG AL. A N D  R E S E A R C H  S E R V IC E S  

L E G IS L A T IV E  A F F A IR S  A G E N C Y  

S T A T E  O F A L A S K A
130 Seward Street, Suite 409 

Juneau, Alaska 99801-2105

M E M O R A N D U M M arch  11, 1999

S U B J E C T : C om m unity  Developm ent Fund (H JR  23)

T O : Representative Gary Davis 
Attn: Deb Davidson

F R O M Tam ara  Brandt Cook
Director

Here is the  sectional sum m ary  you requested o f  a resolution p roposing  am endm ents  to the 
state constitution.

Sec. 1. The com m unity  developm ent fund is established as a separate  fund in the state 
treasury. M oney in the fund is to be invested. Appropriations m ay  be m ade to the fund, but 
the principal o f  the fund may not be appropriated. Incom e o f  the  fund m ust be  d istributed 
to municipalities as provided by law.

Sec. 2. Within 30 days after the effective date o f  the constitutional am endm ent establishing 
the com m unity  developm ent fund, $750 million or the balance in the budget reserve fund, 
w hichever is less, shall be transferred from the budget reserve fund to the new  com m unity  
development fund. Tw o percent o f  the  income o f  the perm anen t fund earned in fiscal year 
2001 and in each fiscal year after shall be transferred to the com m unity  developm ent fund. 
Transfers o f  perm anent fund income end after fiscal year 2020. N o distributions from the 
com m unity  developm ent fund m ay be m ade before July 1, 2002.

See. 3. The proposed am endm ent will be placed on the ballot during the 2000 general 
election.

TBC:lm b 
99-027.lmb



FISCAL NOTE
STATE OF ALASKA
1999 LEGISLATIVE SESSION

BILL NO. H.JR23

Revision Date/Tim e (Note if correction) ___________________

Title Constitutional Amendment relating to the

Dept. Affected 

'BRU

Office of the Governor

Elective Operations

community developm ent fund, PFD and budget reserve_______

Sponsor Representative Davis___________________________

Requester House Community & Regional Affairs Comm.

Expenditures/Revenues_________________________

Component General and Primary

Component Serial No. 

(Thousands of Dollars)

22

Note: Am ounts do not include inflation unless otherwise noted below.

O P E R A T IN G  E XP E N D ITU R E S FY 2000 F Y  2001 FY 2002 FY 2003 FY 2004 F Y  2005

Personal Services

Travel

Contractual 1.5

Supplies

Equipment

Land & Structures

Grants & Claim s

Miscellaneous

T O T A L  O P E R A TIN G 1.5 0.0 0.0 0.0 0.0 0.0

C A P IT A L  E X P E N D IT U R E S

C H A N G E  IN R E V E N U E S  ( )

FUND S O U R C E (Thousands of Dollars)

1002 Federal Receipts

1003 G F Match

1004 GF 1.5

1005 GF/Program  Receipts

1037 G F/M ental Health

Other (Specify Type)

T O TA L 1.5 0.0 0.0 0.0 0.0 0.0

E stim ate o f  any current year (FY99) cost:

PO SITIO N S

Full-time

Part-time

Temporary

A N A L Y S IS : /Attach a sanarala nana if narassarv)
This figure includes the cost of providing inform ation about this issue in the Official Election Pam phlet, as 

required by A S  15.58. However, only six m easures can be printed on an 8 -1 /2  by 14 inch ballot. If this 

m easure requires printing an 8-1/2 by 18 inch ballot, the cost will increase by $22.0.

Gail F e n u m id i /A y  .7Prepared by 

Division

\'A. Phone 465-3935

Division of Elections

Approved by, 

Agency

,t. Governor Fran Ulmer

Date/Tim e 4/7/99 12:41 PM  

Date 4/7 /99

ffice of the Lieutenant'Governor

P R E P A R E R  TO  P R O V ID E A L L  D IS T R IB U T IO N  C O P IE S  TO G O V E R N O R 'S  L E G IS L A T IV E  O FF IC E

For further distribution in formation, ca ll the G overnor's Legis lative O ffice 
(R ov 10/98 ) 99fnform .*ls/OMB P aqe 1 O f 1



STATE OF ALASKA 
1949 LEGISLATIVE SESSION FISCAL NOTE BILL NO:_HJR 23

Revision Date:_____________________________________________ Dept. Affected: Com m unity & Regional Affairs

Title: Proposing amenoments to Ihe Constitution B R U : ______________________________________

of the State ot A laska relating to the ..._______Com ponent: __________________________________________
Sponsor: REPR ESEN TA TIV E DAVIS_______________  ______________________________________

Requestor: H o u s e  C R A  C o m m itte e _________________C O M P O N E N T  S E R I A L  N O .  _ _ _ _ _ _ _ _ _

Expenditures/Revenues:  (Thousands of Dollars)

OPERAIING FY 00 FY 01 FY 02 F Y  03 F Y04 F Y  05

P E R S O N A L S ER VIC ES

TR A V EL

C O N TRA C TU A L

S U P P LIE S

E Q U IP M E N T

LAND & S TR U C TU R E S

G RAN TS, CLAIM S

M ISC ELLA N EO U S

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL 0.0 0.0 0.0 0.0 o o p o

REVENUE FUND SOURCE:

FUNDING : (Thousands of Dollars)

1002 Federal Receipts

1003 G F Match

1004 GF

1005 GF/Program Receipts

1006 G F/M H TIA  

Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

PO SITION S:

FU LL-TIM E

P ART-TIM E

T E M P O R A R Y

Estim ate o f current (FY99) impact S none

A N A L Y S IS :  (Attach a separate page if n ecessary)

This legislation woula have no fiscal im p a c t on the aepa rtm en t.

Prepared by: Yvonne Chase. Acting Director Phone: 465-4709

Division: Division of Administrative Services Date: 4/7/99

Approved by Commissioner: 71-L Date: 4/7/99

Agency: Community & Reqional Affairs

P R E PA R E R  TO PRO V IDE  ALL D ISTR IBUT IO N  C O P IE S  TO  G O V ERN O R 'S  LEG ISLAT IVE  O FF ICE  
For further distribution information call the Governor's Legislative Office

Page 1 of 1



Constitution of A laska 
Article IX, S ections 7 and  13

Section  7. D edicated Funds. The proceeds of any state tax or license shall not pe 
dedicated to any special purpose, except as provided in section 15 of this article or when 
required by the federal government for state participation in federal programs.’ This 
provision shall not prohibit the continuance of any dedication for special purposes' 
existing upon the date of ratification of this section by the people of Alaska. .:2 a & d S
*>,  . • -  : /
' C ro ss  re fe ren c es . — For an exception to the This section had two interrelated purposes: (1) to

prohibition against dedicated funds, see 5 15 of this prevent any future dedication of revenues for special 
article which establishes the perm anent fund. purposes, and (2) to prevent the creation of new

E ffect a t  am en d m en ts . — The amendment effec- special funds separate from the general fund. May 2,
tive February 21, 1377 (9th Legislature’s SCS 
CSSSHJR 39 (Res) am S (1976)) inserted “as provided 
in section 15 of this article or" in the first sentence.
. O p in io n s o f  a t to rn e y  gcneraL  — Among the 

reasons such a  prohibition, os is found in this section, 
was recommended are the following: (1) flexibility of 
budgeting; (2) financial control; and (3) lack of rela­
tionship between the tax and purpose. 1959 Op. A tt’y 
Gen. No. 7.

Delegates to the constitutional convention were 
desirous of eliminating dedications so that the legis­
lature would have the greatest flexibility in allocating 
tax revenues on a basis of need. 1959 Op. A tt’y Gen. 
No. 7.

A dedication encompasses (1) proceeds or part of the 
proceeds of a tax or license (2) set aside at a certain 
rate (3) for a particular purpose. 1959 0p. Att’y Gen. 
No. 7. *

As a m atter of compromise, a grandfather clause 
was included in this section to permit all ded'cations 
existing on the date of ratification of the constitution 
(April 24,1956) to continue. 1959 Op. A tfy Gen. No. 7.

The intent of the drafters of the state constitution 
was to permit the continuance of existing dedications 
at the then existing rates until the legislature saw fit 
to exercise the only power retained in relation to 
them: That is, the power to repeal. 1959 Op. Att’y Gen. 
No. 7.

1975 Op. A tfy  Gen. ’ ; , t.vi has:
This section of the state constitution can be given its 

intended effect and serve its repeatedly expressed 
purpose only if tho words “proceeds of any tax or 
license" are interpreted to mean w hat their framers 
clearly intended, Le., the sources of any public reve­
nues. May 2, 1975, Op. A tfy  Gen. ■ i j ’J .’1!

The dedication of any source of public revenue: tax, 
license, rental, sale, bonus-royalty, royalty, or what­
ever, is limited by the sta te  constitution to those' 
existing when the constitution was ratified or re-' 
quired for participation in federal programs. May 2, 
1975 Op. A tfy Gen. tr!) w

The real concern a t the constitutional convention' 
was about earm arked funds, not taxes or licenses, but. 
b irds. May 2, 1975 Op. Att’y Gen. .--r.lAi

Dedication of the revenues from the lease or sale of 
state natural resources offends the sta te  constitu­
tional prohibition against dedicated funds. May 2, 
1975 Op. A tfy  Gen. . *?*!$$

The practice of appropriating to a separate fund an 
amount to be ascertained by reference to receipts from 
a specified source does not violate the dedication' 
prohibition of the constitution. November 30, 1982 
Op. A tfy  Gen. • • rt'vi

Language of this section prohibiting dedication af 
proceeds of any sta te tax or license m ust be read as 
embodying certain implied exceptions, specifically

431 C o n st it u t io n  o f  A la ska Art.. IX, § 15

Section 13. E xpend itu res . No money shall be withdrawn from the treasu iy  except
in accordance with appropriations „.ade by law. No obligation for the payment of money
shall be incurred except as authorized by law. Unobligated appropriations butstandingat
the end of the period of time specified by law shall be void. 'f3J*5 (ii p o u u i .tjuW'y:
* * • * . . .  r'.r* 4 •*■****■ -  - . . .  .It l . l i v ; , *  1-1

Opinions o f a tto rn e y  g en e ra l. — This provision 
pves the legislature total and absolute power over the 
expend itu re of sta te funds. February 28, 1977 Op.
Att'y Gen.

It is the duty of the Department of Revenue to 
recover amounts erroneously refunded to a municipal­
ity. 1963 Op. A tfy Gen. No. 20.

The University of .Alaska is sim ilar in all or most 
respects to other sta te executive agencies for purposes 
of budgeting and accounting; it does not have any 
peculiar status by virtue of being constitutionally 
established. February 28, 1977 Op, A tfy Gen.

Only rarely can an appropriation for state expenses

be spent before the effective date of the law containing 
the appropriation. August 7 ,1985 Op. Atfy Gen. ’
. The Alaska Safety Advisory Council (ASAC) cannot 
legally spend program receipts without going through 
the1 sta te  budgetary or other administrative process. 
By statu te , program receipts m ust be deposited with 
the Departm ent of Revenue. Authority to receive and 
expend funds for a sta te  agency must be through 
legislative appropriation. ASAC is a state body and 
the purchase of goods and services by the ASAC m ust 
conform with the S tate Procurement Code. January  4, 
1991, Op. A tt’y Gen. ' -  • ' -  «>/• '



Table 1
HJR 23: Community Development Fund 

Deposits, Earnings and Distributions 
FY 00 - FY 21 (in millions)

Without Inflation Proofing________________   With Inflation Proofing of 3 percent

Community Community
Development Deposit to Total Available for Development Deposit to Total Inflation Available for

End of Fund Principal Principal Earnings Distribution Fund Principal Principal Returns Proofing Distribution

FY 00 750 750 750 750
FY 01 845 37 58 845 37 58 23
FY 02 832 38 65 117 880 38 65 25 69
FY 03 875 40 64 61 950 40 68 26 38
FY 04 921 42 68 64 1024 42 74 28 41
FY 05 968 44 71 67 1103 44 79 31 44
FY 06 1018 46 75 71 1186 46 85 33 48
FY 07 1071 48 79 75 1275 48 92 36 51
FY 08 1126 50 83 78 1369 50 99 38 55
FY 09 1183 53 87 83 1469 53 106 41 59
FY 10 1243 55 92 87 1574 55 114 44 64
FY 11 1306 58 96 91 1685 58 122 47 68
FY 12 1371 60 101 96 1803 60 131 51 73
FY 13 1440 63 106 101 1927 63 140 54 78
FY 14 1512 66 112 106 2059 66 149 58 83
FY 15 1586 69 117 111 2198 69 160 62 89
FY 16 1665 72 123 116 2344 71 170 66 95
FY 17 1746 75 129 122 2499 75 182 70 102
FY 18 1831 78 135 128 2662 78 194 75 108
FY 19 1920 81 142 134 2835 81 206 80 115
FY 20 2013 85 149 141 3016 85 220 85 123

Total 1849 973 1403

Source: Department of Revenue
Assumptions
All transfers into the CDF happen at the end of the fiscal year
Transfers earn no money the year they are transferred into the Community Development Fund 
Withdrawals from the Community Development Fund happen at the end of fiscal year 02
2 percent of the realized income is transferred from the Permanent Fund to the Community Development Fund beginning in FV 01.



HJR 23: Community Development Fund 
Effect on Earnings Reserve Account Balance and Amounts Available for Permanent Fund Dividend 

FY 00 - FY 21 (in millions)

Table 2

Earnings Reserve Account Balance Amount Available for Permanent Pund Dividends

End of Currently

With 2% of PF 
Earnings to 

CDF Difference Currently
With 2% of PF 

Earnings to CDF Difference

FY00 2,288 2,288 0 1,074 1,074 0
FY 01 2,452 2,415 -37 1,082 1,082 0
FY 02 2,681 2,604 -77 1,069 1,069 0
FY 03 3,030 2,911 -119 1,007 1,006 -1
FY 04 3,446 3,280 -166 1,012 1,011 -1
FY 05 3,893 3,676 -217 1,057 1,055 -2
FY 06 4,375 4,102 -273 1,106 1,103 -3
FY 07 4,887 4,555 -332 1,160 1,154 -6
FY 08 5,431 5,035 -396 1,216 1,209 -7
FY 09 6,008 5,542 -466 1,275 1,266 -9
FY 10 6,620 6,080 -540 1,337 1,326 -11
FY 11 7,269 6,648 -621 1,401 1,387 -14
FY 12 7,956 7,249 -707 1,467 1,451 -16
FY 13 8,683 7,883 -800 1,536 1,516 -20
FY 14 9,451 8,551 -900 1,607 1,584 -23
FY 15 10,267 9,260 -1,007 1,681 1,655 -26
FY 16 11,128 10,008 -1,120 1,758 1,728 -30
FY 17 12,037 10,794 -1,243 1,838 1,804 -34
FY 18 12,999 11,626 -1,373 1,921 1,883 -38
FY 19 14,015 12,501 -1,514 2,008 1,965 -43
FY 20 15,089 13,427 -1,662 2,098 2,050 -48

Source: Department of Revenue
Assumptions
All transfers into the CDF happen at the end of the fiscal year
Transfers earn no money the year they are transferred into the Community Development Fund 
Withdrawals from the Community Development Fund happen at the end of fiscal year 02
2 percent of the realized income is transferred from the Permanent Fund to the Community Development Fund beginning in FY 01.



A la sk a  Sta t e  L e g is l a t u r e
R e p r e s e n t a t iv e  G a r y  D a v is

MEMORANDUM
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 came up during the April 8 Community and Regional Affairs 
Committee meeting on HJR 23. Specifically, the committee requested additional 
information on the following: 1) will unincorporated communities be eligible to receive 
money from the fund; 2) how will the fund be invested and who will administer it; and 3) 
what is the projected distribution schedule. These questions and my 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 provided 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 AS 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 same language as that contained in the 
constitutional provision establishing the Constitutional Budget Reserve Fund).

RE:

FROM:

Session: Stale Capitol, Juneau, AK 99801 •  Phone 907/465-2693 or 800/463-2693 •  Fax 907/465-3835 

Interim: 145 Main St. Lp.. Ste. 223, Kcnai, AK 99611 •  Phone 907/283-7095 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 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 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 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 way in which to distribute 
funds in the event HJR 23 was approved by voters. Additionally, this gives the specific 
formula options the flexibility to meet future needs and goals.

I hope this memorandum answers the questions to your satisfaction. If you would like 
further information, please contact Deb Davidson with my staff. Additionally, my office 
is willing to request distribution options and projected payments to local governments 
based on your specific scenarios.

As I stated in committee, my 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 we 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.

Representative Davis
April 29,1999
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HJR 23 
Community Development Fund Constitutional Amendment 

Part o f  a S tate-L ocal Long Range Fiscal Plan:

>  In  tw o y e a rs  it w ou ld  eliminate General Funds for the Safe C om m un it ie s ,  State 
R ev en u e  Sharing, and Capital M atching  Grants.

>  It w ou ld  ensu re  stronger local governm ents, reverse the  trend to  d isso lve  
m un ic ipa lit ies ,  and encourage new  m unicipalities  to form.

>  A  C o m m u n ity  D evelopm ent Fund  would  form  a vehicle for trans it ion ing  additional 
s tate  se rv ice  responsibilities to local governm ents. The b iggest  p ro b le m  n o w  in 
accep ting  additional responsibilities from the state is that the  State c a n n o t  com m it  
fund ing  b eyond  one  year.

W ould a C om m unity Developm ent Fund fit into a plan like the "All-A laska" Plan?

>  Yes, the  "A laska  Plan" is an endow m ent. The creation o f  a C o m m u n ity  D eve lopm en t 
F und  w o u ld  s im ply  be a separate part  o f  that e ndow m ent to:

1. E nsu re  local taxpayers that they will be able to con tinue  rece iv ing  critical 
bas ic  services.

2. C rea te  a vehicle  to gradually  transfer m ore  service responsib il i t ies  to  local 
governm en ts  w here they can be delivered more efficiently  and  w ith  full 
con tro l  by  local citizens.

>  A  C o m m u n ity  Developm ent Fund would  not reduce the ability to b a lan ce  the state 
budget because  it transfers revenue and current state expenses .

>  A  C o m m u n ity  D evelopm ent Fund would  enhance a long-range fiscal p lan  because it 
furthers the  goal o f  reducing the size o f  state governm ent, increases eff ic iency , and  
evo lves  s tronger  local governm ents  that p rovide  more local service.

Exam ple: C urren tly  there are separate  state and  local road m ain tenance  c re w s  in m any 
com m unities . Local governm ents  cannot negotia te  with the state to conso lida te  road 
m ain tenance  unde r  local control because h istorically  the state has no t been  ab le  to 
com m it  funds  beyond one year. A  C om m un ity  D evelopm ent Fund w ou ld  a llow  a stable 
source o f  fund ing  for road m aintenance consolidation  under local g o v em em n ts .
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A Resolution o f the A laska C onference o f  Mayors 
and the A laska M unicipal League Board o f Directors 

R esolution 99-01

Urging the Governor and Legislature to Work with 
Local Governments to Develop a State/Local Long-Range Fiscal Plan

W hereas ,  a  responsib le  long-range fiscal p lan  is critical for c  strong and su s ta inab le  
A la s k a  econom y.

W hereas ,  all A laskans  are bo th  local and  state  citizens and  taxpayers, and local an d  state  
e lec ted  offic ia ls  serve the sam e  constituency.

W hereas ,  there  is an  urgent need  to so lve  this p rob lem  n o w  to avoid depletion o f  A laska 's  
crit ical eco n o m ic  and  financial resources.

W h ereas ,  all local officials have  p ledged  their support for a  responsible A laska  long  range  
fiscal p lan .

N ow , therefore, be it resolved:

1. T h a t  th e  G overnor and Legislature expand  the concep t o f  the "state" fiscal p lan , to a 
"sta te /local"  long-range fiscal plan.

2 .  A  "sta te /local"  long range fiscal p lan  shou ld  strongly consider:
>  U s e  o f  Perm anen t Fund/Constitu tional B udget Reserve  earnings while  con tinu ing  

a  reduced  P cnnanen t  F u n d  Dividend.
>  Insti tu tion  o f  a reasonable  s tatewide incom e tax th a t  is a fixed percentage  o f  the 

federal incom e tax.
>  E n d o w  a  C om m unity  D evelopm en t F und  to replace revenue sharing by  2002  and 

p rov ide  a  vehicle for negotia ting a gradual assum ption  o f  additional m unic ipal 
se rv ice  responsibilities.

>  Share  increased sta tewide gas taxes with m unicipalities, as m ost s tates do.

>  A l lo w  a  local ballot vote  to tax alcohol sales at a h igher  rate than other sales.

>  F u n d  the Senior/D isabled Veteran exem ption  or m ak e  it a local option.

A d o p te d  M a y  5, 1999.

Member of the National League of Cities and the National Association of Counties



Community Development Fund Constitutional Amendment

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

>  In tw o  years  it w ould  eliminate General Funds for the  Safe C om m unities , State 
R evenue  Sharing, and Capital M atching Grants.

>  It w ou ld  ensure  stronger local governm ents, reverse  the  trend to  dissolve 
m unicipalit ies , and encourage  new  m unicipalities to fonn .

>  A  C om m un ity  D evelopm ent Fund would  form a  vehic le  for transitioning additional 
state service responsibilities to local governm ents. T he  b iggest  p rob lem  now  in 
accepting  additional responsibilities from the state is that the  State cannot com m it 
fund ing  beyond  one year.

>  W ithou t healthy com m unities , A laska will not be healthy. Local econom ies  and jo b s  
arc very  sensitive  to increases in local taxes.

W ould a Com m unity Developm ent Fund fit into a plan like the "Healthy Alaska"  
Plan?

> Yes, the  "Healthy Plan" is an endowm ent. The creation o f  a  C om m unity  
D eve lopm en t F und  would  sim ply be a  separate  pa rt  o f  that en d o w m en t  to:

1. Ensure  local taxpayers that they will be able to  con tinue  receiv ing  critical 
basic services.

2. C reate  a vehicle to gradually transfer m ore  serv ice  responsibilities to local 
governm ents  w here  they can be delivered m ore  efficiently  and with full 
control by local citizens.

>  A  C o m m u n ity  D evelopm ent Fund would not reduce  the  ability  to balance the state 
budge t because  it transfers revenue and current state e x p e n se s .

>  A  C om m un ity  D evelopm en t Fund would enhance  a  long-range  fiscal plan because it 
furthers the goal o f  reducing  the size o f  state governm ent, increases  efficiency, and 
evo lves  s tronger local governm ents  that provide  m ore  local service.

E xam ple :  Currently  there are separate state and local road  m ain tenance  crew s in m any  
com m unities . Local governm ents  cannot negotiate w ith  the state  to  consolida te  road 
m ain tenance  u nde r  local control because historically  the sta te  h a s  not been able to 
c o m m it  funds beyond one  year. A  Com m unity  D eve lopm en t F und  w ou ld  allow  a stable 
source  o f  funding  for road  m aintenance consolidation under  local governem nts.
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