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Fw:'HB 404

Subject: Fw: HB 404
Date: Mon, 6 Mar 2000 11:54:14 -0900 
From: "Kevin Smith" <kev@pobox.alaska.net>

Reply-To: "Kevin Smith" < kevins@jnu.amljia.org>
To: "Rep. Gary Davis" < Representative_Gary_Davis@iegis.state.ak.us>
CC: "Deb Davidson" <Deb_Davidson@legis.state.al:.us>, < ftasnvc@bristolbay.com>

D ear Rep. D avis:

I received  this e-m ail o f  support for H B 404  that you m ight w ish  to add to your grow ing co llection .

— Kevin Smith

—  O rig ina l M essage —
From : ftasnvc
To: kevins@ inu .arn liia .o rg
Sent: Monday, March 06, 2000 11:03 AM
Subject: HB 404

T he South N ak n ck  V illage  C ouncil supports passage o f  H B 4 04 . W c are a federally  recogn ized  tribe und have been  
provid in g  serv ices to all com m unity  m em bers sin ce  our inception in the early 6 0 ’s. A lthough w c  are part o f  the B ristol B ay  
B orough, w e  provide our ow n  w ater and sew er, health services and federal and state grants.

W c support H B  4 0 4  since it w ou ld  low er our insurance prem ium s.

1 of 1 3/7/00 10:06 AM

mailto:kev@pobox.alaska.net
mailto:kevins@jnu.amljia.org
mailto:Representative_Gary_Davis@iegis.state.ak.us
mailto:ftasnvc@bristolbay.com
mailto:kevins@inu.arnliia.org
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City of vSoldotna____________
177 North K irch •  Soldotna, Alaska 99669 •  Photic: (907) 262-9107

March 17, 2000

The Honorable Gary-Davis 
House of Representatives 
State Capitol 
Room 513
Juneau, Alaska 99801-1182

Dear Representative Davis:
The City of Soldotna is a charter member of the Alaska Municipal 

League/Joint Insurance Association and as such fully support HB404 which 
would allow the AML/JIA risk pool to expand to include Native associations, 
Native village councils and non-profits exercising at least two municipal 
powers as listed in AS 29.35.010,

It is our belief that adding these entities will make the pool stronger, 
as well as provide the needed affordable coverage and loss control services 
to those who are now attempting to provide such items even though they 
are not part of a municipality.

We support HB404 as the best way to provide them with coverage 
while hopefully lowering the cost of providing public services for us all.

Sincerely.

Ken Lancaster 
Mayor





FISCAL NOTE 1 V e r s i o n :
-HB 425

Revision Date/Time (Note if correction)

STATE OF ALASKA
2000 LEGISLATIVE SESSION

BILL
(H) Publish Date: 2 7 2 8 / 0 0

Sponsor
Requester

"An Act relating to misrepresentation and false
Dept. Affected 
'BRU Centralized Administrative Services

claims made against the state or a municipality:
and providing for an effective date." Component Purchasing
Rules Committee
Governor Component No.

E xpend itu res /R evenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2004

Personal Services 
’• ravel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous
TOTAL OPERATING

|CAPITAL EXPENDITURES 

CHANGE IN REVENUES ( ) |

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Piogram Receipts 
1037 Gr/Mental Health 
Other (Specify Type)

TOTAL

E stim ate o f  a n y  cu rren t y e a r  (FY 2000) c o s t :  0 .0

POSITIONS
Full-time N/A
Part-time N/A
Temporary N/A

ANALYSIS: (Attach o separate page if necessary)
This bill would amend AS 36.30.687(a) to make individuals liable to the state for false claims as provided by AS 
37.10.090.

There is no fiscal impact.

Prepared by; 
Division

Approved by 
Agency

Marsha Hubbard, Director
General Services 

Commissioner Robert Poe Jr.

Phone 465-5687 
Date/Time _

Date
Department of Administiation IP S '

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information, call tho Governor's Legislative Office
(R*v 1tWS) 2000-Worm xlUOMO Page 1 of 1

COMMITTEE COPY



FISCAL NOTE
No: 2

S T A T E  O F  A L A S K A
2000 L E G ISL A T IV E  SESSION

claims made against the state or municipality: 
Sponsor 
Requestor

Rules Committee
Governor

Expenditures/Revenues

B i l l  v e r s i o n :  HB
(H )  P u b l i s h  D a t e :

4 2 5

2 / 2 8 / 0 0

Revision Date/Time (Note if correction)________________________Dept. Affected
Title relatiny to misrepresentation and false BRU

Law
Civil Division

Component Commercial
Governmental Affairs

Component No. 2211.2207

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING

|CAPITAL EXPENDITURES | I I I I I I

|CHANGE IN REVENUES ( ) \   | ............  | ............ |   |   |   |

FUND SOURCE_____________________________________________ (Thousands of Dollars)_________________________
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

TOTAL

Estim ate o f any current year (FY2000) cost: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata page if necessary)
This bill would provide general statutory authority for the civil prosecution of a person who makes a false claim for, 
or a misrepresentation regarding, money or property against the state or a municipality. It would allow for damages 
of up to three times the amount suffered, a civil penalty, and court costs and attorneys fees from persons who make 
a representation or false claim against the state or a municipality. The new law would not apply to any controversy 
that involves less than $500 and would not apply to unemployment claims, workers’ compensation claims, state tax 
claims, public assistance claims, or temporary assistance claims.

Any potential liscal Impact or revenues resulting from passage of this legislation will bo dependent on the number 
and magnitude of new prosecutions undertaken by the state.

Prepared by: Joan M. K a s s o rh ^ ^ - - - ? ^  ^  Phone 465-5370
Division Attorney General's Office | \  Date/Time 1/24/00,9:47 AM

Approved by Commissioner M. Botelho, Attorney General Date 1/24/00____________
Agency 1) Department of Law_________________

COMMITTEE COPY

P R E P A R E R  T O  PROV ID E AL L DISTRIBUTION COPIES T O  G O V E R N O R  S  LEGISLATIVE OFFICE
For further distribution Information, call tho Oovomor’a Legislative Offico
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L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

D IVIS ION OF LEGAL AND RESEARCH SERVICES 
LEG ISLAT IVE AFFA IRS AGENCY 

STATE OF A LA S K A State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

MEMORANDUM Ma r c h  8, 2000

SUBJECT: C S H B  4 2 5 ( C R A )  on misrepresentations and false claims to the state 

(W o r k  Order No. 21-GH 2 0 2 9 \ D )

TO:

FROM: Theresa Bannister 

Legislative Counsel

This m e m o  accompanies the bill described above. Since this bill did not originate in this 

office, the bill was generally reviewed while making the changes requested by the 

committee. T he following c o m m e n t s  are brought to your attention.

1. Title. T h e  title appears to need s o m e  revision to satisfy the constitutional expression 

requirement. Currently it docs not appear to cover the acts described under proposed 

A S  37.10.090(a)(6). It also does not appear to cover fully the former version of 

A S  37.10.090 that is being repealed and reenacted or A S  37.10.100, which is being repealed 

(and which was related to the former version of A S  37.10.090).

2. Court rule changes. The bill m a y  be interpreted to m a k e  court rule changes that need to 

be disclosed in the title and in the text of the bill itself. Proposed A S  37.10.094(a) requires 

the attorney general to serve a copy of the complaint on the municipality and does not 

indicate whether the municipality must be m a d e  a party to the action or is being given the 

copy for informational purposes only. If the municipality is not required to be a party, these 

provisions appear to change Rule 5(a) of the Alaska Rules of Civil Procedure, which only 

requires that service be m a d e  on the parties.

Proposed A S  37.10.094(b) requires that the municipality serve a copy of the complaint on 

the attorney general and requires the attorney general to notify the municipality in 60 days 

whether the attorney general will conduct the action. O n c e  again, if the attorney general is 

not a party at the outset, there m a y  be a court rule change here. O n  the other hand, if (b) is 

interpreted to m a k e  the attorney general a party by the act of service, then the 60-day 

requirement m a y  be interpreted to change the civil rules that provide for an answer to the 

complaint and do not provide for this type of notification.

3. Use of "violation." T h e  use of "violation" in proposed A S  37.10.090, 37.10.092, and 

37.10.094 does not appear to be an appropriate reference word for the acts covered by



A S  37.10.090(a) of that section. T h e  acts are not described as "violations" in (a) and, in 

addition, "violation" can be a technical term for the least serious of criminal offenses. It 

would be a good idea to use another descriptive term or phrase.

4. Drafting style. In addition to the above, there are s o m e  drafting style changes that need 

to be made.

Since the bill has passed out of your committee, you m a y  wish to pass this m e m o  along to 

the next committee of referral so that it can consider these issues.

If I m a y  be of further assistance, please advise.

TLB:glc 

00-115.glc

R e p r e s e n t a t i v e  J o h n  H a r r i s
M a r c h  S , 2 0 0 0
P a g e  2

Attachment
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D E P A R T M E N T  O F  L A W

OFFICE OF THE ATTORNEY GENERAL

Ma r c h  6, 2000

T O N Y  K N O W L E S , G O V E R N O R

PLEASE REPLY TO

O  1031 W EST 4 TH A VENUE SUITE 200 
ANCHORAGE, ALASKA 99501-1994 
PHONE (907)269-5100 
FAX (907)276-3697

KEY BANK BUILDING 
100 CUSHMAN ST., SU IT E400 
FAIRBANKS, ALASKA 99701-4679 
PHONE (907)451-2811 
FAX (907)451-2846

P.O. BOX 110300-DIMOND COUR TH OUSE 
JUNEAU. ALASKA 99811-0300 
PHONE (907)465-3600 
FAX (907) 465-6735

T h e  Honorable John Harris, Co-Chair 

House C o m m u n i t y  and Regional Affairs Committee 

State Capitol 

Juneau, Alaska 99801

Re: H B  425

Dear Representative Harris:

Thank you for scheduling a hearing for I IB 425 " An Act relating to 

misrepresentation and false claims m a d e  against a state or a municipality."

T h e  Department of L a w  requested the governor o introduce this bill to provide 

clear penalties and strong incentives to prosecute persons w h o  would present false claims for 

m o n e y  or property to the state or a municipality. Existing state law contains authority for the 

attorney general to file suit to collect m o n e y  of the state or a municipality that is "illegally paid 

o r ... diverted for an illegal purpose, or paid to a person not authorized by law to receive them." 

A S  37.10.090. 'fhe foregoing statute predates statehood and is in need of updating so that state 

and municipalities are well equipped to prosecute persons w h o  would obtain m o n e y  or other 

public property through fraud or misrepresentation.

W e  became impressed with the need for the law changes offered in this bill during 

the course of our investigation ofthe potential claim against the Ba n k  of America. O u r  attention 

was initially directed to the Bank of America by the City of San Francisco. T h e  city, the State of 

California, and hundreds of other municipalities were engaged in litigation filed by the State of 

California under what is c o m m o n l y  called the "false claims statute." T h e  bank w a s  alleged to 

have failed to pay the California government entities substantial amounts of unclaimed debt 

service payments held in trust for bondholders. T h e  case presented great difficulties of proof 

because the bond accounting systems ofthe bank are largely incapable of tracing the unclaimed 

m o n e y  held in trust.

It is strongly believed by counsel to the City of San Francisco and the California 

Attorney General's office that the threat of treble damages under the false claims statute was the 

principal motivation for the bank's willingness to settle the case short of litigation.

03-Cr.LM



W e  r e c o m m e n d  that the public finance code would be improved by the addition 

of a statute similar to the California false claims statute (Cal. Government C o d e  sec. 12652) 

which is the model w e  used in drafting this bill. Similar laws are on the books in m a n y  other 

states and the federal government.

A  brief s u m m a r y  ofthe bill is set out below:

Section 1: This section provides that contract claims against the state will be 

covered by the false claims penalties in case of fraud or misrepresentation by the claimant.

Section 2: Creates civil liability for

a. presentment of a false claim to a state or municipal officer;

b. uses a false record or statement to obtain payment from the state or a

municipality;

c. conspires to defraud by getting a false claim allowed or paid;

d. as a custodian of public m o n e y  or property, delivers less of that m o n e y  

or property to the state or municipality than it is entitled by law;

e. ma k e s  a false receipt for state or municipal property;

f. knowingly buys or receives state or municipal property from s o m eone 

w h o  lawfully m a y  not sell or pledge the property;

g. makes a false record to conceal, avoid, or decrease an obligation to pay 

or transmit property to the state or a municipality;

h fails to disclose the existence of a false claim once the person k n o w s  it 

is false, if the person stands to benefit from the claim.

Establishes the following penalties:

a. Treble damages,

b. a civil penalty of up to $10,000 for each fraudulent act; and

c. Rule 82 attorney fees and costs.

H o n .  J o h n  H a r r i s  M a r c h  6 , 2 0 0 0
R c :  H B  4 2 5  P a g e  2



Establishes the following incentives: damages can be reduced to double 

the loss incurred by the state, and civil penalties waived, if

a. the person presenting the false claim reports that fact within 30 days 

after leaning of the falsity ofthe claim;

b. the person cooperates with investigation; and

c. no civil or criminal proceedings had been started at the time that the 

person began cooperating with the investigation.

Certain claims are not covered. T h e  false claims penalties do not apply to 

amounts less than $500 or to certain claims presented under

a. the unemployment insurance statutes

b. Worker's compensation statutes

c. state revenue and tax code, including permanent fund dividends;

d. public assistance under A S  47.25

e. Alaska Temporary Assistance Program

Section 3. Establishes a statute of limitations: six years from discovery,

10 years after commission of fraudulent act.

Establishes the following burden of proof: proof must be by a 

preponderance of the evidence (51%); proof of a criminal conviction for false 

statements or fraud stops the defendant from denying the elements of making a false 

claim in a civil action.

Establishes authority to prosecute: attorney general has po w e r  to 

investigate claims involving state property and the municipal attorney has the power to 

investigate claims involving municipal property. If the investigation involves a mixtu.e 

of state and municipal property, notification must be m a d e  to the other government 

involved. Attorney general m a y  proceed with the case or lender it to the municipality.

Section 4. Repeals: repeals the limitation period applicable to contract 

claims which would n o w  be covered by the period specified in this bill; and

repeals a provision which specifics h o w  the costs of actions to recover 

state or municipal property are handled.

H o n .  J o h n  H a r r i s  M a r c h  6 , 2 0 0 0
R e :  H B  4 2 5  P a g e  3



H o n .  J o h n  H a r r i s
R e :  H B  4 2 5

M a r c h  6 , 2 0 0 0
P a g e  4

Again, thank you for hearing this bill. W e  will appear at the hearing and offer 

whatever assistaiv j the committee considers appropriate.

Sincerely,

B R U C E  M .  B O T E L H O  

A T T O R N E Y  G E N E R A L

Z 'S J U — 2 ,
By: Jamtfs L. Baldwin

Assistant Attorney General

JLB:jn
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T h e  Honorable Brian Porter 

Speaker of the H o u s e  

Alaska State Legislature 

State Capitol 

Juneau, A K  99801-1182

Dear Speaker Porter:

This bill I transmit today would fill a gap in our statutory law by providing general authority 

for the civil prosecution of a person w h o  m a k e s  a false claim for, or a misrepresentation 

regarding, m o n e y  or property against the state or a municipality. T h e  public needs s o m e  w a y  

of ensuring that persons w h o  seek to recover m o n e y  or property from the state or a 

municipality are doing so in good faith. T h e  most effective m e a n s  of doing this is to provide 

for clear consequences for unlawful conduct. This bill w o u l d  allow for a civil penalty of 

d a m a g e s  up to three times the a m o u n t  suffered and court costs and attorneys fees from 

persons w h o  m a k e  a misrepresentation or false claim against the state or a municipality.

T h e  bill w o u l d  provide incentives to cooperate in the prosecution of a misrepresentation or 

false claim. Also, the bill would apply only to matters involving at least $50 0  and w o u l d  not 

apply to unemployment, workers' compensation, state tax, public assistance, or temporary 

assistance claims. These programs have specific authority elsewhere in statute providing for 

the prosecution of false claims. T h e  bill also provides procedures for circumstances in which 

both state and municipal m o n e y  or property are involved and sets a limitation period of 10 

years after wh i c h  suits for misrepresentations and false claims are barred.

Nearly all states and the federal government have false claims statutes. It is time that Alaska 

had similar authority to protect the public treasury from wrongful claims.

Sincerely,



crp c r p

£ VZJ
£
r * , S R &

DEPARTMENT OF LAW
OFF/CE OF THE ATTORNEY GENERAL 

February 29, 2000

T O N Y  K N O W L E S , G O V E R N O R

P.O. BOX 110300 
JUNEAU. ALASKA 99811-0300 
PHONE; (907)465-3600 
FAX (907)465-2075

The Honorable John Harris, Chair 

Committee on Community and Regional Affairs 

Alaska House of Representatives 

State Capitol, Ro om  110 

Juneau, Alaska 99811

Dear Representative Harris:

House Bill 425 - “An Act relating to misrepresentation and false claims made 

against the state or a municipality” was recently referred to your committee. I am writing today 

to ask that you schedule this bill for a hearing at the earliest possible opportunity.

House Bill 425 will give the public a way of ensuring that persons who seek to 

recover money or property from the state or a municipality are doing so in good faith. The most 

effective means of doing this is to provide for clear consequences for unlawful conduct. This bill 
would allow for such consequences and would also provide incentives to cooperate in the 

prosecution of a misrepresentation or false claim.

Nearly all states and the federal government have false claims statutes. This bill 

will give Alaska similar authority to protect the public treasury from wrongful claims I hope 

your committee will consider the H B  425 in the near future.

Thank you in advance for your assistance.

Sincerely,

Chry^fal Stillings Smith 

Legislative Liaison

CSS: re w

cc: Pal Pourchot, Office ofthe Governor

Jim Baldwin. Department of Law 

Deborah Behr, Department of Law

03-C32LH
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Juneau, Alaska 99X01-1182 
Phone: 7-465-4527
Fax: 907-465-2197
Tull Free: 800-191.4527

SESSION
Slalc Capitol Huiltling, Suite 409

MEMBER
Community & Regional Affairs Committee 
Health, Education & Social Services Committee 
House Resources Committee 
Special Committee on Fixherie*

Fi-mail: Rcpre>ciitative_Cu/LMoiganC*legi* state.uk us

INTERIM 
"0. Ilox 243 
Aniak, Alaska 99557 
Phone: 907-675-4413

R epresentative  Carl M. M organ , Jr. 
D istrict 36

SPONSOR STATEMENT 
HOUSE BILL 437

An Act relating to the reinstatement of Native corporations; and 
providing for an effective date.

This legislation extends the date to December 31, 2000, that Native village 
corporations may be reinstated in accordance with State law.
In order to be reinstated, a corporation dissolved under the criteria specified 
in AS 10.06.633(a)(l-7) must correct all deficiencies, for example back 
taxes or delinquent annual reports.
AS 10.06.633(e) allows any corporation that has been involuntarily 
dissolved for two years or less to correct deficiencies and be reinstated. 
Existing law (AS 10.06.960(k)) offered a window of opportunity for Native 
Village Corporations involuntarily dissolved for greater than two years to 
apply for reinstatement, but that opportunity expired on December 31, 1998.
In summary, this legislation would therefore, provide several Native village 
corporations who have been involuntarily dissolved a short window of 
opportunity to take care of corporate business matters and once again be 
viable entities.



FROM : OHOLAMIUT TRADITIONAL COUNCIL FAX NO. : 9 0 7 - 6 7 9 - 6 5 1 ? M ar. 17  2 0 0 0  05 :44PM  P I

OHOGAM1UT TRADITIONAL COUNCIL 
P.O. BOX 49 

MARSHALL, AK 99SHS 
PHONE: 007) 679-4517 
FAX: (907) 679-6516

March 17,2000

Rep. Carl M .  Morgan Jr. - District 36 

State Capital Building, Suite 409 

Juneau, A K  99801-1182 

P H O N E :  (907) 465-4527 

FAX: (907)465-2197

Dear Representative Morgan;

As an original Shareholder of Ohog. Inc., I was very disturbed to find out that the Village 

Corporation had beer dissolved. You are very well aware ofthe fact that w e  have elders 

in our communities w h o  do iot speak or read the english language. These elders took it 

upon themselves to run the Corporation with no knowledge of tax payments or deadlines 

w e  have to meet in today’s world.

I a m  very concerned about the dissolution of the Ohog. Inc., because m y  elders claimed 

the land they originated from, and use it for subsistence hunting, fishing, and trapping.

The land they claimed in A N C S A  is in the Lower Yukon, between Marshall and Russian 

Mission. This area is still used as fishcamps, hunting and benypicking areas by the 

shareholders as well as their children and families.

Representative Morgan, it would be tremendous service for you to do something to 

reinstate the Village Corporation, like H B  471, as this would not only help the 

shareholders, but would also help the children and their future. This would open windows 

of opportunities for our future generations, as w e  arc making long term goals to reopen 

the old Village of Ohogamiut. It is m y  hope and dtcam to help our elders see their village 

come back to life. Thanking you for your time and consideration in this matter. Should 

you have any questions, please contact m e  at the above, or at home (907) 679-6513.

Respectfully,

Nick A. Isaac
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FISCAL NOTE

Revision Date/Time (Note if correction)
Title Native Village Corporations

S T A T E  O F  A L A S K A
2000 LEG ISLA T IV E  SESSION

B IL L  N O . H B 437

Community & Econ. Dev.Dept. Affected________
BRU Banking, Securities, and Corporations
Component Banking, Securities, and Corporations

Sponsor
Requester

(H )CRA
(H )CRA

Expend itu re s /R evenues

Component Serial No. 

Qhousands of Dollars)

1233

Note: Amounts do not Include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES | I I I I I 1

ICHANGE IN REVENUES ( ) | 9.9 | | I I I I

FUND SOURCE__________________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate o f any cu rre n t year (FYOO) cost: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (A tta c h  a se p a ra te  p a g e  If n e c e s sa r y )

The division does not anticipate any negative fiscal impact with passage of this legislation. However, we project that 
through reinstatement, there will be a one-time fee. The fee will be based on the number of years each entity is 
delinquent In filing reports, plus penalty and reinstatement fees. We are aware of four Native Village Corporations 
that might apply for reinstatement under this legislation, but there certainly could more.

Frankiin T. Eldor, Dlroctof^&tfVSay' Phone _
Banking, Socuritios andtorperadons Dato/Timo 3/21/00 8:09 AM

j Z l ,

Proparcd by 
Division

Approvod by Commissioner 
Agoncy

465-2521

Doboroh B. Sedwick
irymlo OovolcQ/ront

Onto i/i< I <r̂ >
Community and Economic Dovolepmont_____

P R E P A R E R  T O  P R OV ID E A L L  DISTRIBUTION CO PI E S  T O  G O V E R N O R ’S LEGISLATIVE OFFICE

For further distribution Information, coll tho Governor's Legislative Office
(Rtv 1CVW) COfnlomvxlt/OMO Page , o f





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
Rep. Andrew Halcro, Co-Chair Stale Capitol, Room 418
Rep. John Harris, Co-Chair Juneau. Alaska

Rep. Carl Morgan 99801'1182
Rep. Ljsa Murkowski I I (907) 465-4939
Rep. Fred Dyson I I Fax (907)465-2418
Rep. Reggie Joule
Rep. Al Kookesh /

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  

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  f o r  H C R  6  
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C S  F O R  H O U S E  C O N C U R R E N T  R E S O L U T I O N  NO. 6( )

IN 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  

T W E N T Y - F I R S T  L E G I S L A T U R E  - FIRST SESSION

B Y

O ffered:
R eferred:

S p onsor(s): R E P R E S E N T A T IV E S  B E R K O W IT Z . H alcro

A  R E S O L U T I O N

Establishing the Task Force on the Impacts of Transfers of Governmental 

Functions to Local Governments.

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 :

W H E R E A S  the legislature is considering how best to allocate functions of state 

government given the fall in the price of oil and decline in daily production and the resulting 

decrease in revenue to the state; and

W H E R E A S  the delegation of state functions to local governments has repercussions 

for the local governments and individual taxpayers; and

W H E R E A S  some governmental functions are best performed by the state because the 

state is in the best position to realize economies of scale; and

W H E R E A S ,  for a variety of reasons, many governmental functions arc best performed 

by local governments;

B E  IT R E S O L V E D  by the Alaska State Legislature that the Task Force on the 

Impacts of Transfers of Governmental Functions to Local Governments is established to

(1) study the effect on local governments of the transfer of functions now 

performed by the state; and

-1 - C S I IC R  6 ( )
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(2) examine the roles of the federal, stateAmd municipal governments in

providing services and to determine whether changes ought to be made in those roles and 

recommend legislation needed to accomplish those changes; and be it

F U R T H E R  R E S O L V E D  that the task force shall be composed of seven members, as 

follows:

(1) two members of the Senate appointed by the President of the Senate; one

member shall be a member of the majority and one member shall be a member of the

minority; and

(2) two members of the House of Representatives appointed by the Speaker 

of the House of Representatives; one member shall be a member of the majority and one 

member shall be a member of the minority; and

(3) two members appointed by the Alaska Municipal League and one member 

appointed by the Alaska Federation of Natives to represent the unincorporated communities 

in the unorganized borough of the state; members appointed under this paragraph are not 

entitled to travel or per diem payments from the state; and be it

F U R T H E R  R E S O L V E D  that the task force may conduct its work during the 

legislative session and during the interim between sessions, may use the teleconference 

network and meet by teleconference, and may conduct public hearings; and be it

F U R T H E R  R E S O L V E D  that the task force shall report its findings and 

recommendations to the Speaker of the House of Representatives and the President of the 

Senate no later than January 19, 2000; and be it

F U R T H E R  R E S O L V E D  that the task force is terminated at 11:59 p.m. on March 1,

2000.

WORK DRAFT WORK DRAFT ,lA 1-LS0803\G

C S H C R  6 (  ) -2-



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

S t a t e  C a p i t o l  
J u n e a u ,  A K  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 i o 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, Room 4 I 8 
J uneau, Alaska 9 9 8 0 1 -1 182 

(907) 465-3882

A G E N D A
A p r i l  2 0 , 1 9 9 9

1, Call Meeting To Order

2. Call Roll

a. Minkowski

b. Joule

c. Dyson

d. Harris

e. Halcro (Excused)

f. Morgan (Excused)

g. Kookesh (Excused)

3. H B  200 - Municipal Properly Tax Exemptic

a. T o m  Wright (Speaker Porter's Office)

b. Public Testimony

4, H C R  6 - Task Force: Transfer of State Functions

a. Representative Berkowitz - Sponsor

b. Public Testimony

Off ic ia l  B u s in e s s

5. Motion to Adjourn



Alaska State Legislature 
House o f Representatives 

M in o rity Leader

A laska State Capitol 
Juneau, A laska 9 9 8 01 -1182  
1 -8 88 -465 -4919  (toil Tree) 
l-96 '7-4 6 5 - 2 l3 7  (fax)

Interim Address 
716 W est Fourth A venue  
(phone) 1 -907-269-0130  

(fax) I-9 0 7 -2 6 9 -0 132

Representative Ethan Berkow itz 
District 13

Leg is la tors w ith Elected Municipal Government Experience

Representative Williams 
Representative Grussendorf 
Representative Austerman 
Representative Phillips

Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative

Davis
Smalley
Porter
Dyson
Davies
Whitaker
Harris
Morgan
Moses

Senator Taylor 
Senator Elton 
Senator Torgerson

Mayor of Saxman & Member, Saxman City Council 
Mayor of Sitka & Member, Sitka Assembly 
Member, Kodiak Borough Assembly 
Member, Kenai Peninsula Borough Assembly & 

Homer City Council 
Mayor of Soldotna & Member, Soldotna City Council 
Member, Kerai City Council 
Member, Anchorage Assembly 
Member, Anchorage Assembly 
Member, Fairbanks North Star Borough Assembly 
Member, Fairbanks City Council 
Mayor of Valdez & Member, Valdez City Council 
Mayor of Aniak
Member, King Cove City Council

Member, Ketchikan Borough Assembly/City Council 
Member, Juneau Borough Assembly 
Member, Kenai Peninsula Borough Assembly

E -m a il: HeprcsL,n ta liv e _E lh a n J B c rk o w il:(a }le g is .s la le .a k .m



21 7  S eco n d  Street. Suite 2 0 0  ■ Juneau, A laska 99801 * Tel (9 0 7 )5 8 6 -1 3 2 5 , Fax (907 )-463 -5480

April 19, 1999

Representative Ethan Berkowitz 

State Capitol 

Juneau, A K  99801

Dear Representative Berkowitz:

The A M L  strongly supports the collaboration of municipal governments with the State to 

support efficient and effective state and local public services with the lowest combined 

state and local taxes and fees. The transfer of state services to municipalities must be 

carefully planned to avoid unintended negative impacts. Therefore A M L  supports the 

goals of both H C R  6 and S B  33, which support state and municipal collaboration.

W e  believe strong local governments are a key to the future of Alaska. Local 

governments provide a broad range of critical services including schools, roads, police 

and fire protection, water and sewer, local human services, etc. Currently, the combined 

total spending of local governments is approximately equal to the entire state General 

Fund operating budget of $2.3 billion. Local governments and schools employ 

approximately 35,000 Alaskans, and local taxes and fees generate over $1,4 billion each 

year, making local taxpayers a greater combined revenue source than current oil revenues 

and second only to the earnings of Alaska's Permanent Fund.

In 1992, the A M L  and Alaska Conference of Mayors initiated the Governmental Roles 

Task Force implemented by House Concurrent Resolution 17. H C R  17 (attached) had 

essentially the same goals to:

>  Sort out state and local roles and responsibilities for providing public services and 

"recommend corrections for existing inconsistencies, overlap, or duplication of 

governmental functions...;

>  Examine state-local responsibilities in other states" and encourage "successful 

models and innovative ideas";

>  "Ensure budget reductions be shared equitably between state and municipal 

governments".

Copies of the Task Force recommendations are available from A M L  or O M B .

In 1996, the A M L  and A C o M  initiated an administrative collaboration with the state 

administration called the "State-Local Task Force." The goals were similar and 

recommendations were also developed.

r u

'Mask
•• . » * 

a Co n fe rence o f  Mayors
’ *• '* • /..:v

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



Neither of the above reports have been implemented, however, both contain valuable 

recommendations and information that are still relevant and may form a good base for 

new discussions. I have also attached a copy of "Sorting out State and Local 

Responsibilities" written by the National Conference of State Legislators.

In the years after Alaska's statehood, the evolution of local government was boldly 

pursued because the Constitution called for "maximum local self government." State 

actions to help local self-government evolve was largely dropped as oil revenues diverted 

attention from many critical issues.

The A M L  and A C o M  are again willing to be involved in any effort to develop a long- 

range plan to deliver needed public services to Alaskans at the lowest possible cost 

through state-local-private partnerships. A M L  supports your efforts to pass H C R  6 with 

an active involvement by municipal governments.

cc: A M L  Board of Directors

A M L  Legislative Committee



T a s k  F o r c e  o n  G o v e r n m e n t a l  R o l e s
F i n a l  R e p o r t

Appendix 6

Text of HCR 17
S E N A T E  C S  F O R  C S  F O R  H O U S E  C O N C U R R E N T  R E S O L U T I O N  NO. 17 (CRA)

' IN 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  

S E V E N T E E N T H  L E G I S L A T U R E  - FIRST SESSION 

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

O ffered : 5/15/91
R eferred : F in an ce

S p on sor(s): H O U S E  F IN A N C E  C O M M IT T E E

A  R E S O L U T I O N

1 Establishing a Task Force on Governmental Roles.

2 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 :

J W H E R E A S  both the federal and state governments have reduced assistance to municipalities and

4 shifted responsibilities to municipalities; and

5 W H E R E A S  state agency operating funds appropriated by the legislature have increased by 19

6 percent over the past five years; and

7 W H E R E A S  state funds appropriated by the legislature to municipalities have been reduced by

8 40 percent over the last five years; and

9 W H E R E A S  during the last five years the number of state employees has increased and tne

0 number of municipal employees has decreased; and

1 W H E R E A S  an effort is needed to sort out responsibilities for providing governmental services

2 in the most efficient and effective manner; and

3 W H E R E A S  the idea of undertaking a review of the roles of federal, state, and municipal

4 government in providing services is not new, but a system for providing the review has not been

5 instituted; and

6 W H E R E A S  the legislature needs information on the relationship between the federal, state, and

7 municipal government to ensure that residents of the state have necessary services at reasonable costs;

55



1 B E  IT R E S O L V E D  by the Alaska State Legislature that the Task Force on Governmental Roles

2 is established with the following primary purposes:

3 (1) to define local, state, and federal governmental roles taking into account differences

4 between urban and rural areas and differences between organized boroughs, the unorganized borough,

5 and regional educational attendance areas;

6 (2) to examine the roles of the federal, stale, and municipal governments in providing

7 services and to determine whether changes ought to be made in those roles and recommend legislation

8 needed to accomplish those changes;

9 (3) to consider methods of providing funding for governmental services, including the

10 existing revenue sharing program and municipal assistance program, and make recommendations for

11 improved funding mechanisms;

12 (4) to identify needed governmental services and consider methods to ensure those

13 services are efficiently provided;

14 (5) to compare the relationship between local, state, and federal governments in Alaska

15 with that in other states and make suggestions regarding implementation of successful models and

16 innovative ideas;

17 (6) to classify various public services by appropriate levels of government responsibility

18 and evaluate the classification for efficient service delivery, local control, constitutional responsibilities.

19 ability of government to pay for the services, and other pertinent criteria;

20 (7) to recommend corrections for existing inconsistencies, overlap, or duplication o

21 governmental functions, and establish a proposed time frame for implementing the corrections;

22 (8) to recommend alternatives for providing services and evaluate cost and fundinj

23 options;

24 (9) to recommend changes to local government structures and mandatory powers; an25 be it
26 F U R T H E R  R E S O L V E D  that the task force shall consist of 13 members as follows:

27 (1) two members of the Senate appointed by the President of the Senate;

28 (2) two members of the House of Representatives appointed by the Speaker of the Hous

29 (3) two persons representing the executive branch, appointed by the Governor;

30 (4) four persons representing different areas of the state and different municipalitic

31 appointed by the Alaska Municipal League;

32 (5) one person representing an unincorporated community in the unorganized boroug

T a s k  F o r c e  o n  G o v e r n m e n t a l  R o l e s
F i n a l  R e p o r t
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T a s k  F o r c e  o n  G o v e r n m e n t a l  R o l e s
F i n a l  R e p o r t

appointed by the Alaska Federation of Natives;

(6) two public members appointed by the Governor; and be it 

F U R T H E R  R E S O L V E D  that members of the task force shall elect from among themselves a 

chair and a vice-chair and that, within funds made available for the purpose, the task force may hire staff 

and, subject to approval by the Legislative Council, contract for services to perform its duties under the 

procurement procedures adopted by the council; and be it

F U R T H E R  R E S O L V E D  that each member of the task force appointed by the Alaska Municipal 

League should receive per diem and travel expenses from the municipality the member represents, except 

that the task force may, in cases of necessity and within funds made available for the purpose, approve 

the payment to a member of per diem and travel expenses authorized for boards and commissions under 

A S  39.20.180; and be it

F U R T H E R  R E S O L V E D  that the task force shall report its findings and recommendations to 

the Governor and the Legislature by June 30, 1992; and be it

F U R T H E R  R E S O L V E D  that the task force report include recommendations that ensure budget 

reductions be shared equitably between the state and the municipal governments; and be it 

F U R T H E R  R E S O L V E D  that the task force is terminated on June 30, 1992.

5 7
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_ 2 8 5 ,7 0 0  J o b s  in  A la s k a  -
( 9 / 9 8  A K - D O L  -  N o n - A g r i c u l t u r a l  E m p l o y m e n t )

A l l  S a l e s  

2 1 %

T r a n s p o r t  F i n a n c e  M a n u f a c t /  

9 %  4 %  N a t u r a l

R e s o u r c e s  

1 5 %

G o v ' t  &  

S c h o o l s  

2 6 %

3



w  S ta te /L o c a l  G o v e r n m e n t  J o b s  in  

A la s k a  - 7 3 .2 0 0  J o b s

G o v e r n m e n t  Jobs in A l a s k a  
A K D O L  S e p t e m b e r  1 9 9 8

S t a t e  Jobs 
2 9 % - 2 1 / 1 0 0

Local  G o v ' t  
a n d  S choo l s  

4 7 % -  3 4 , 6 0 0

Federal  jobs  
2 4 % - 1 7 , 5 0 0
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L o c a l  G o v e rn m e n t  -W here the

Federal/State  
Educat ion  

25% 
$ 6 4 7  mi

Federal/Sta te 
Capital  
Projects

7%
$171 mi l l ion

State Grants  Federal Grants  
General-6%
160 mi l l ion $26 mi l l ion

Sales & 
Proper ty  Taxes  

31%
$8 19  mi l l ion

ervice & 
U t i l i t y  Fees 

30%  
$795 mil l ion

1 2
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O & M

Parks  & Rec. 1 2 %
2%

General  
G o v ' t /

O t h e r  6 %

Transport .  
/ P u b l i c  W o rks  

O & M

Pu bl ic  
Facilities,  

C o n s t r u c t i o n /  
Repair  
26%

E duca t ion
33%

Flealth &
Social  Services  

Police & Fire 9 %
7 %
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S t a t e  o f  t h e

A New Alaska Fiscal Plan and

. . municipalities now 
provide approximately 
half o f all state/local 
public services with a 
smaller percentage of 
state financial support 
than ever before. ”

Alaska’s municipal governments have accepted the chal­

lenge of being full partners with state government in pro­

viding public services co Alaskans.

To help balance the state budget, municipalities and local 

taxpayers have “stepped u p  to the plate.” After m a n y  dif­

ficult local choices, m u n i c i p a l i t i e s  n o w  p r o v i d e  a p p r o x i ­
m a t e l y  h a l f  o f  a l l  s t a t e / l o c a l  p u b l i c  s e r v i c e s  with a 
smaller percentage of state financial support than ever 

before. The price has been steadily rising local taxes to 

pay for the same, or fewer, public services.

Despite federal mandates a n d  accelerating transfers of 

, responsibility from the State for key services such as roads, 

harbors, and education, municipalities have kept the 

growth of their combined b u d g e t s  t o  a n  a v e r a g e  o f  a p ­
p r o x i m a t e l y  1 %  p e r  y e a r  for the past five years. H o w ­

ever, significant cuts in state financial support for stabi­

lizing local taxes have caused local taxes a n d  fees to rise 

at a m u c h  higher rate.

In 1997, t o t a l  m u n i c i p a l  t a x e s  a n d  o t h e r  l o c a l  f e e s  r o s e  
t o  o v e r  $ 1 . 6  b i l l i o n ,  surpassing projected oil revenues 
for the first time.

In the past, the State failed to analyze the impacts of its 

budget decisions on local services, local economies, a n d  

local taxpayers. It can no longer fail to do so, nor can it 

solve Alaska’s future problems without asking for help 

from Alaska’s communities.

1999 S ta te  of the  Municipalities P ag e  2



M u n i c i p a l i t i e s  i n  1 9 9 9

the Growing Role of Local Government

The most critical issue facing Alaskans in 1999 is the need 

for the people to agree to a fiscal plan for public services 

, that is affordable to individuals and businesses. This is 

not just, a state government issue, but one that impacts 

every Alaskan.

The Alaska Municipal League and Alaska Conference of 

Mayors believe w e  m u s t  all work together to resolve this 

issue while Alaska still has a strong e c o n o m y  and a full 

range of financial and economic options available. W e  are 

asking e v e r y  c o m m u n i t y  t o  i n v o l v e  i t s  c i t i z e n s  i n  u n ­
d e r s t a n d i n g  t h e  b e n e f i t s  o f ,  a n d  t h e  n e e d  f o r ,  a  f i s c a l  
p l a n  and evaluating the options to keep Alaska’s c o m m u ­

nities a n d  e c o n o m y  strong.

In any fiscal plan, it is critical that all tax and service 

i m p a c t s  o n  c i t i z e n s ,  b u s i n e s s e s ,  a n d  c o m m u n i t i e s  b e  
o p e n l y  a n d  f u l l y  e v a l u a t e d .  State budget decisions have 
a direct impact on local economies, critical local services, 

a n d  local taxes.

Municipalities are willing to debate reductions to state 

programs that stabilize local property taxes, h o w e v e r ,  t h e  
p r o p e r t y  t a x  a n d  s e r v i c e  i m p a c t s  o f  t h o s e  c u t s  m u s t  
b e  o p e n l y  a n a l y z e d  so the public can compare increased 
local taxes to other options in the fiscal plan.

"Municipalities are 
willing to debate 

reductions to state 
programs that stabilize 

local property taxes, 
however, the property 

tax and service impacts 
of those cuts must be 

openly analyzed... ”
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P r o p e r t y  T a x  F a c t s :  C o m p a r i s o n s  

W i t h  O t h e r  S t a t e s 1

S i n c e  1 9 8 6 ,  e v e r y  d o l l a r  p a i d  b y  A l a s k a n s  i n  i n ­
c r e a s e d  p r o p e r t y  t a x e s  i s  a p p r o x i m a t e l y  e q u a l  t o  s t a t e  
b u d g e t  r e d u c t i o n s  a n d  o t h e r  a c t i o n s  i m p a c t i n g  m u n i c i ­
p a l  r e v e n u e s .  T h i s  c o m p a r i s o n  d o e s  n o t  i n c l u d e  t r a n s f e r s  
o f  s t a t e  s e i v i c e  r e s p o n s i b i l i t i e s  t o  m u n i c i p a l i t i e s ,  o r  i n ­
c r e a s e d  s t a t e  a n d  f e d e r a l  m a n d a t e s .

°  A c c o r d i n g  t o  t h e  N a t i o n a l  A s s o c i a t i o n  o f  S t a t e  L e g ­
i s l a t u r e s  ( N C S L ) ,  A l a s k a  h a s  r a i s e d  p r o p e r t y  t a x e s  a s  a  
p e r c e n t a g e  o f  t o t a l  s t a t e  a n d  l o c a l  r e v e n u e s  m o r e  t h a n  
a n y  o t h e r  s t a t e  s i n c e  1 9 7 0 .  T w e n t y - o n e  s t a t e s  r e d u c e d  
p r o p e r t y  t a x  r e l i a n c e  b y  m o r e  t h a n  1 0  p e r c e n t .  O n l y  e i g h t  
s t a t e s  i n c r e a s e d  t h e  r o l e  o f  t h e  p r o p e r t y  t a x  i n  s t a t e - l o c a l  
f i n a n c e ,  w i t h  A l a s k a  l e a d i n g  t h e  n a t i o n .

• A c c o r d i n g  t o  t h e  N C S L ,  i n  1 9 7 0 ,  A l a s k a  w a s  4 2 nd 
o u t  o f  5 0  s t a t e s  i n  s t a t e - l o c a l  r e l i a n c e  o n  p r o p e r t y  t a x e s ;  
i n  1 9 9 2 ,  i t  w a s  2 0 th.

•  A c c o r d i n g  t o  Governing Magazine, “1999 State & 
Local Sourcebook,* i n  F Y  9 5 ,  A l a s k a  w a s  6 th h i g h e s t  i n  
p e r  c a p i t a  p r o p e r t y  t a x  o u t  o f  t h e  5 0  s t a t e s .  ( I f  y o u
e x c l u d e  o i l  a n d  g a s  p r o p e r t y  t a x e s ,  A l a s k a  i s  a p p r o x i m a t e l y  
2 5 th-)

•  T h e  N C S L  r e p o r t  a l s o  s t a t e s  t h a t  n a t i o n w i d e  “ p r o p ­
e r t y  t a x  r e l i a n c e  w i l l  s h o w  a  f u r t h e r  d e c l i n e  w h e n  t h e  s t a ­
t i s t i c s  f r o m  t h e  l a t e  1 9 9 0 ’s  b e c o m e  a v a i l a b l e . ”  H o w e v e r ,  
A l a s k a  i s  c o n t i n u i n g  t h e  f i s c a l  p o l i c y  o f  d i s p r o p o r t i o n ­
a t e l y  c u t t i n g  m u n i c i p a l  r e v e n u e s ,  w h i c h  c a u s e s  a n  
i n c r e a s e  i n  l o c a l  p r o p e r t y  t a x e s .

1 “Critica l Is su e s  in S ta te -Lo ca l F is ca l Policy- A  G u id e  to Lo ca l Option 
Taxes", National C o n fe ren ce  o f  S ta te  Leg is la tu res  (N C S L ), November, 
1997; Governing M agazine m1999 S ta te  &  L o ca l  Sourcebook"  in FY95.

'!Alaska has raised 
property taxes as a 
percentage of total 

state and local 
revenues more than 

any other state 
since 1970. “
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“S e a m l e s s ” S t a t e / L o c a l  P u b l i c  

S e r v i c e s  A f f e c t  L o c a l  T a x p a y e r s

M o s t  k e y  s t a t e / l o c a l  s e r v i c e s  a r e  j o i n t l y  f u n d e d  a n d  d e l i v ­
e r e d  b y  b o t h  s t a t e  a n d  l o c a l  g o v e r n m e n t ,  o r  “ s e a m l e s s . ”  
T h e  p u b l i c  i s  g e n e r a l l y  n o t  a w a r e  o f  w h i c h  g o v e r n m e n t  
s u p p l i e s  t h e  s e r v i c e .  R o a d  m a i n t e n a n c e  i s  a  g o o d  e x a m p l e  
o f  a  " s e a m l e s s ”  s e r v i c e .  M o s t  c i t i z e n s  t r a v e l  o n  b o t h  s t a t e  
a n d  l o c a l  r o a d s .  I f  e i t h e r  t h e  s t a t e  o r  l o c a l  g o v e r n m e n t ,  
f a i l s  t o  m a i n t a i n  i t s  p o r t i o n  o f  t h e  r o a d  s y s t e m ,  t h e  e n t i r e  
r o a d  s y s t e m  f a i l s .  O t h e r  e x a m p l e s  o f  " s e a m l e s s ” s t a t e /  
l o c a l  s e r v i c e s  i n c l u d e :

•  s c h o o l s  a n d  s c h o o l  c o n s t r u c t i o n
•  d e f e r r e d  m a i n t e n a n c e  o f  p u b l i c  f a c i l i t i e s
•  p o l i c e / t r o o p e r s
•  j a i l s
•  r o a d s  a n d  h a r b o r s
• a i r p o r t s
•  w a t e r  a n d  s e w e r  c o n s t r u c t i o n
•  h e a l t h  c a r e  a n d  c l i n i c s
• s o c i a l  s e r v i c e s  a n d  a l c o h o l / m e n t a l  h e a l t h  

t r e a t m e n t
•  e n v i r o n m e n t a l  r e g u l a t i o n
•  e c o n o m i c  d e v e l o p m e n t

S t a t e  c u t s  i n  “ s e a m l e s s ” s t a t e / l o c a l  s e r v i c e s  r e q u i r e  t h e  
i m p a c t e d  m u n i c i p a l i t i e s  t o  f i l l  t h e  “ s e r v i c e  g a p , ”  o r  a c c e p t  
e l i m i n a t i o n  o f  a  s e r v i c e  d e e m e d  c r i t i c a l  t o  l o c a l  c i t i z e n s .

S t a t e  c u t s  t o  m u n i c i p a l  r e v e n u e  s h a r i n g  a n d  “ s e a m l e s s ” 
s t a t e / l o c a l  s e r v i c e s  m a y  “ s e e m  l e s s ”  i n  t e r m s  o f  t h e  
S t a t e  b u d g e t ,  b u t  t h e  p r o b l e m  i s  j u s t  s h i f t e d  t o  l o c a l  
c o m m u n i t i e s  a n d  t a x p a y e r s . ”

"State cuts to municipal 
revenue sharing and 

"seamless " state/local 
services may "seem 
less" in terms ofthe 

State budget, but the 
problem is ju s t shifted 

to local communities 
and taxpayers. ”
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Alaska Slate Legislature 
House o f Representatives 

M in o r ity Le id e r

A laska Slate C apitol 
Juneau. A laska 998 0 1 -1 1 8 2  
1 -888 -465 -4919  (toll free) 
1 -907 -465 -2137  (fax)

Interim A ddress 
71 6  W est Fourth A venue  
(phone) 1 -9 07 -269 -0130  

(fax) 1 -907 -269 -0132

Representative Ethan Berkow itz 
District 13

House Concurrent Resolution 6

“ Establishing a Task Force on the Impacts of Transfers of Governmental
Functions to Local Governments.”

As the State of Alaska works to reduce spending we contemplate cessation of 
certain services. Local governments, by necessity or by desire, will provide 
some services eliminated in state government.

These changes have significant effects on both the local governments and 
Alaskan taxpayers. For example, reductions in Municipal Assistance by the 
State of Alaska have resulted in corresponding increases in taxes collected by 
municipalities.

While this devolution is not necessarily a bad idea, the Legislature needs to work 
with local governments to mitigate the effects of transferring, or eliminating, state 
services to local governments.

House Concurrent Resolution 6 establishes a Task Force consisting of three 
Senators and three Representatives, two majority members and one minority 
member of the respective bodies, to study the effects of transferring services 
from state to local government. The Task Force will work during the interim 
between the first and second sessions of the 21s' Alaska State Legislature and 
report its findings in the spring of 2000. The goal is to assure that budget 
reductions and transfers of state functions take place in an orderly and well 
thought out manner.

I would appreciate your support of this legislation.

Sponsor Statement

E'liuul: Ecpre.sentalive_Ethan_Uerkowitzlexis.slate.nk. us
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•  To im prove the qua lity and effectiveness o f state legislatures,
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•  To ensure states a strong cohes ive vo ice in the federal system.
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F o r e w o r d

T en  y e a r s  a g o ,  t h e  N a t i o n a l  C o n f e r e n c e  o f  S ta te  L eg is la tu r e s  c o n v e n e d  a  T a sk  f o r c e  o n  
S ta t e -L o c a l  R e la t io n s  to  e x a m i n e  c r i t ic a l  i s su e s  in s l a t e - l o c a l  r e l a t io n s .  T h e  ta s k  f o r c e  i s s u e d  
a  1 9 87  r e p o r t  th a t  c h a l l e n g e d  s ta te s  to  r e a s s e s s  th e i r  p o l i c i e s  t o w a r d  lo c a l  g o v e r n m e n t s ,  a n d  
it d e v e l o p e d  a  s e t  o f  r e c o m m e n d a t i o n s  a n d  p r i n c ip l e s  d e s i g n e d  to  g u i d e  th is  p r o c e s s .  T ask  
f o r c e  m e m b e r s  w e r e  c o n v i n c e d  tha t r e d u c e d  f e d e r a l  a i d  for s t a t e  a n d  lo c a l  g o v e r n m e n t s ,  
c o m b i n e d  w i t h  p u b l i c  c o n c e r n  a b o u t  s l a t e  a n d  lo c a l  g o v e r n m e n t  a c c o u n t a b i l i t y  a n d  
e f f i c i e n c y ,  w o u l d  p r o v i d e  t h e  im p e tu s  for c h a n g e s  in e s t a b l i s h e d  s t a t e - l o c a l  r e l a t i o n s h ip s .

T h e  c h a n g i n g  le g i s la t iv e  a n d  e c o n o m i c  e n v i r o n m e n t  o f  t h e  l a t e  1 9 9 0 s  h a s  b r o u g h t  n e w  
u r g e n c y  to  t h e  c h a l l e n g e s  a d d r e s s e d  b y  t h e  ta sk  f o r c e  10  y e a r s  a g o .  S o m e  o f  t h e  m a j o r  
c h a l l e n g e s  f a c in g  s t a t e  a n d  lo c a l  g o v e r n m e n t s  in t h e  l a t e  1 9 9 0 s  i n c l u d e  t h e  fo l low in g :

• N e w  f e d c t a l  l aw s  w il l  c o m p l e t e l y  r e v a m p  t h e  w e l f a r e  s y s t em  a n d  p a v e  t h e  w a y  for 
d e r e g u l a t i o n  o f  t h e  t e l e c o m m u n i c a t i o n s  a n d  e l e c t r i c  u t i l i ty  in d u s t r i e s .  T h e s e  c h a n g e s  
h a v e  im p l i c a t i o n s  for s t a t e  a n d  lo ca l  r e v e n u e s  a n d  e x p e n d i t u r e s .

• The h e a l t h  c a r e  i n d u s t r y  is t r a n s fo rm in g  i tse lf t h r o u g h  c o n s o l i d a t i o n  a n d  m a n a g e d  c a r e ,  
a n d  c o s t  c o n t a i n m e n t  e ffo r ts  w il l  in ten s i fy  in  t h e  n e x t  f ive  y e a r s .  S t a t e  a n d  lo ca l  
g o v e r n m e n t s  w il l c o n t i n u e  to  p l a y  m a jo r  r o l e s  in h e a l t h  c a r e  f i n a n c i n g  a n d  s e r v i c e  
d e l iv e ry ,  e v e n  if t h e  c u r r e n t  M e d i c a i d  p r o g r a m  is r e s t r u c t u r e d .

• T e c h n o l o g y  is a l t e r in g  t h e  w a y  A m e r i c a n s  s h o p  a n d  d o  b u s in e s s ,  w i t h  im p l i c a t i o n s  for 
h o w  s l a t e  a n d  lo c a l  g o v e r n m e n t s  d e l i v e r  s e r v i c e s  a n d  r a i s e  r e v e n u e s  to  p a y  for t h o s e  
s e rv ic e s .

• S ta te  a n d  lo c a l  g o v e r n m e n t s  f a c e  m o r e  c o n s t i t u t i o n a l  a n d  s t a t u to r y  c o n s t r a i n t s  o n  th e i r  
ab i l i ty  to  t a x  a n d  s p e n d .

T h e s e  i s su e s  h a v e  im p o r t a n t  c o n s e q u e n c e s  for s t a t e  a n d  l o c a l  g o v e r n m e n t s ,  w h i c h  w il l 
a s s u m e  m o r e  r e s p o n s ib i l i t y  fo r  f u n d in g  s e r v i c e s  a t  a  t im e  w h e n  th e i r  a b i l i t y  to  r a i s e  r e v e n u e  
is c o n s t r a i n e d .  T o  m a n a g e  th is  p e r i o d  o f  t r a n s i t i o n ,  s t a t e  a n d  lo c a l  g o v e r n m e n t s  m u s t  
r e v i e w  th e i r  s y s t em s  for d e l i v e r i n g  a n d  f u n d in g  s e r v i c e s  w i t h  t h e  g o a l  o f  im p r o v in g  
e f f i c i e n c y  a n d  a c c o u n t a b i l i t y  to  th e  t a x p ay e r s .

T h i s  Fiscal F o u n d a t i o n  P a r t n e r s  p r o j e c t—Critical Issues in State-Local Fiscal Policy— b u i l d s  
u p o n  th e  e a r l i e r  w o rk  o f  t h e  T ask  F o r c e  o n  S ta t e -L o c a l  R e la t io n s ,  r e c o g n i z i n g  t h e  r e a l i t i e s  of 
t o d a y ' s  e n v i r o n m e n t .

T h e  p r o j e c t  c o n s i s t s  o f  tw o  repo r ts .  Th is  first r e p o r t  i n c l u d e s  p r i n c i p l e s  t o  e v a l u a t e  t h e  
s o r t i n g  o u t  o f  s t a t e  a n d  lo c a l  g o v e r n m e n t  r e s p o n s ib i l i t i e s .  T h e  s e c o n d  r e p o r t  d i s c u s s e s  t h e  
e v o l u t i o n  o f  s t a t e - l o c a l  r e v e n u e  s y s tem s  a n d  p r o v i d e s  g u i d e l i n e s  fo r  e v a l u a t i n g  lo c a l  
r e v e n u e  d iv e r s i f i c a t i o n  p r o p o s a l s .
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V i C ritical Issues in Stale-l o c a l f isca l Policy

T h e s e  r e p o r t s  a r e  n o t  i n t e n d e d  to  p r o v i d e  a p r e s c r i p t i o n  for s t a t e  a c t i o n  o r  t o  r e c o m m e n d  a 
s p e c i f i c  se t o f  s ta te - lo c a l  p o l i c i e s .  R a t h e r ,  t h e y  p r o v i d e  s t a t e  l e g i s l a to r s  w i t h  a f r am ew o r k  
for e v a l u a t i n g  th e i r  s t a t e - lo c a l  f isca l p o l i c i e s .  T h e  u n i q u e  t r a d i t i o n s ,  v a l u e s  a n d  fisca l 
c h a r a c t e r i s t i c s  o f  e a c h  s l a te  w il l  u l t im a t e l y  d e t e rm i n e  t h e  d e s i g n  o f  its s t a t e - l o c a l  s y s tem .

National Conference of State Legislatures



P r e f a c e  a n d  A c k n o w l e d g m e n t s

Several members o f the Nationa l Conference o f State Legislatures' (NCSL) Founcfation for 
Stale Legislatures convened in 1991 to discuss how they cou ld assist in the deve lopm er't of 
sound state fisca l p o lic y . They concurred that they cou ld pool the ir resources to exam ine 
specific areas o f state fiscal po lic y and then make recommendations on these state fiscal 
po lic y issues. This group , know n as the Foundation Fiscal Partners, supports (he NCSL 
Fiscal Affa irs Program in an ongo ing effort to im prove the qua lity o f fiscal in fo rm a tion 
ava ilab le to state po licym akers .

A key goal o f the partne rsh ip is to im prove the d ia logue among state legislators, business 
representatives and other organ iza tions interested in state fiscal po lic y decisions. By 
increasing awareness among the partic ipants, these groups have deve loped an effective 
partnership to address such concerns as fa ir and stable tax systems and strengthening the 
budget process.

Critical /ssires in S ta ir - lo c a l Fiscal Policy is the fou rth Foundation Fiscal Partners pro jec t. 
Previous fo u n d a tio n Fiscal Partners' pro jects inc lude :

• h in t  iplcs o f a I Ugh Q uality  State Revenue System (November 1992)

• Fundamentals o f Sound State Budgeting P ractices (May 1995)
• Sfafe Strategies to M anage Budget Shortfalls (December 1996)

Participating l egislators and legislative Staff

5cnator Charles H orn , O h io 
Representative W il l ie  Logan Jr., Florida 
Senator D av id N o th ing , N o rth Dakota 
Senate President Tom N orton , Co lo rado 
Delegate H ow a rd P. Raw lings, M ary land 
Representative Ann Rest, M innesota
Paul D lugo leck i, Executive D irec to r, Senate M in o r ity Appropria tions, Pennsylvania 
Ted Ferris, Staff D ire c to r, Joint Legislative Budget Comm ittee , Arizona 
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S o r t i n g  O u t  S t a t e  a n d  L o c a l  

R e s p o n s i b i l i t i e s

The nation is expe rienc ing a transition as state governments take back some o f the 
responsib ilities tha t the federal government had assumed between the 1930s and the 1970s. 
Vo te r pressure fo r fiscal d isc ip lin e at all levels o f government is causing state and loca l 
governments to assess (and possibly rearrange) the ir varied responsibilities fo r fund ing and 
de live ring services. In sorting out, legislatures have a responsib ility to determ ine the roles o f 
the pub lic and p riva te sectors in service de live ry and assign financing respons ib ility . This 
report prov ides fiv e p rinc ip les as a framework to he lp gu ide the sorting out process.

What is Sorting Out?

Sorting ou t is the process o f dec id ing tw o critica l issues in the re la tionship be tw een state 
and local gove rnm en t:

•  W h ich leve l o f government shou ld finance services, and

• W h ich leve l o f government shou ld de live r those services.

Sorting ou t gove rnm en ta l responsib ilities presumes tha t a more fundamental question—  
whether gove rnm en t shou ld p rov ide the service at a ll— has been considered and answered 
a ffirm a tive ly . Because loca l governments derive the ir powers from the slates, it is then the 
respons ib ility o f the state legislature to sort out the roles and responsibilities o f state and 
loca l governments.

A major bene fit o f sorting out government responsib ilities is to make governm ents 
accountab le to taxpayers for the qua lity , effectiveness and effic iency o f services. A lic e 
R ivlin , in her 1992 book Reviving the American Dream , argues that the ove rla pp ing 
responsib ilities o f federal and state governments make it impossible for c itizens to assign 
responsib ility for the success or fa ilu re o f programs. The same argument applies to state and 
lo ca l governments.

Government o r Not?

A n y sorting ou t process must beg in w ith the fundam en ta l question: Should gove rnm en t 
prov ide this service? C row ing fiscal constra ints at a ll levels o f government in the com ing 
years may p rom p t |>olicymakers to ask this question more frequen tly and, in some cases,
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respond that the private or nonp ro fit sectors are the most approp ria te prov iders . The 
governm ent's con tribu tion to th is process may be sim p ly to p rov id e incentives o r reduce 
regu la to ry obstacles. W hethe r government has a ro le in financ ing services p rov id ed by 
p riva te or nonprofit prov iders is another question. Government responses w i l l v ir y , 
depend ing upon such factors as e ffic iency levels, cost effectiveness, accou n tab ility and 
p o lit ic a l considerations.

Partnerships that combine gove rnm en t and nongovernment efforts are comm on . And , in 
m any instances, these pub lic -p riva te partnerships have been successful.

Cases in Sorting Out: The V'Burg Initiative, a Public-Private Partnership

A  un ique combina tion o f trans itiona l housing, support services, and educa tion and tra in in g 
in V icksburg, Miss., was crea ted th rough a pub lic -p riva te partnersh ip w ith the purpose o f 
m ov ing low -inco rnc wom en ou t o f we lfa re and toward self-suffic iency.

The V 'Burg Initia tive, a nonp ro fit deve lopm en t organization , was founded in 1989 by the 
c ity . Its Self-Sufficiency Comm ittee , w h ich represents 13 human serv ice agencies, 
coord ina tes services p rov id ed by a ne two rk o f 28 coun ty agencies. Several federa l 
programs subsidize ch ild care, transporta tion , meals and social services, supp lem en ted by 
the Un ited Way and other p riva te sources. The n ine -un it housing deve lopm en t, in c lu d in g a 
c h ild  care and adult tra in ing fa c ility , cost $1.1 m illio n . It was constructed debt-free w ith 
finan c ing that included $500 ,000 from  the state's Comm un ity Deve lopm en t B lock G ran t 
program . The state made these funds ava ilab le under a specia l com pe tition to select 
innova tive projects that proposed lin k in g affo rdab le housing and comprehens ive services as 
a mode l for help ing M iss iss ipp i's low -in com e popula tion ga in econom ic independence . 
O the r financing inc luded $453 ,233 from  the c ity , $430,000 from  the coun ty , dona tions by 
the loca l u tility o f heating systems w o rth $62,400 , a $30,202 grant from  the reg iona l Pub lic 
Housing Au thority , and con tr ib u tio n s to ta ling $18,000 from banks and loca l businesses. 
Professionals donated the ir services— such as appraisal and env ironm en ta l im pac t 
assessment— to many elements o f the deve lopm ent.

Stale or Local Responsibility?

O nce the decision is made tha t governm ent shou ld prov ide a service, legislatures have an 
im portan t responsib ility to design a financ ing and de live ry system tha t is ra tiona l, e ffic ie n t 
and accountab le . This firs t requ ires a stale to determ ine w h ich level o f governm ent shou ld 
p rov id e a service. If loca l gove rnm en t is de term ined to be the app rop ria te p rov ide r, the 
next decis ion must be whe the r the state shou ld assist w ith financing .

For some state and loca l program s, such as education, the state constitu tion prov ides 
e xp lic it guidance about the re spons ib ility for fund ing and de live ring services. In most cases, 
howeve r, state constitu tions are silen t on the issue. It is then up to po licym akers to 
de te rm ine the appropria te m ix o f serv ice de live ry and financing .

The sorting out process requ ires an e xp lic it recogn ition o f the disparities in the w ea lth o f 
loca l governments. A leg is la tive dec is ion to shift program respons ib ility to loca l
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g o v e r n m e n t s  c o u l d  m e a n  th a t  c e r t a i n  s e r v i c e s  w o u l d  n o  lo n g e r  b e  p r o v id e d  b e c a u s e  s o m e  
l o c a l  g o v e r n m e n t s  c o u l d  n o t  a f f o rd  t h e m ,  w h i l e  o th e r  m o r e  a f f luen t lo c a l i t i e s  b e c o m e  
m a g n e t s  for p e o p l e  in n e e d  o f  t h e s e  s e r v i c e s .  T o  a d d r e s s  th is  c o n c e r n ,  s o m e  s ta te s  h a v e  
a d j u s t e d  th e i r  a i d  p r o g r a m s  or h a v e  a l l o w e d  lo c a l  o p t i o n  tax e s .

T h e  so r t ing  o u t  p r o c e s s  o f t e n  i n v o lv e s  w e i g h i n g  t h e  t r a d e o f f s  b e tw e e n  im p o r t a n t ,  b u t  
s o m e t im e s  c o n t r a d i c t o r y ,  p r i n c ip l e s .  For e x a m p l e ,  lo ca l  g o v e r n m e n t s  m a y  b e t t e r  
u n d e r s t a n d  t h e  p u b l i c ' s  n e e d s  b e c a u s e  t h e y  a r e  c l o s e r  to  t h e  c i t i z e n s  th ey  s e r v e .  O n  th e  
o t h e r  h a n d ,  lo c a l  v i ew p o in t s  m a y  n o t  t a k e  in to  a c c o u n t  t h e  p r io r i t ie s  o f  a  b r o a d e r  s t a t e  
c o n s t i t u e n c y .  U l t im a te ly ,  s t a t e  t r a d i t io n s ,  v a lu e s  a n d  f isca l s y s t em s  will l e a d  p o l i c y m a k e r s  
to  d e c i d e  w h i c h  p r i n c ip l e s  w i l l  g u i d e  th e i r  s o r t in g  o u t  d e c i s i o n s .

Sotting the Stage for Sorting Out

P o l i c y m ak e r s  first n e e d  to  d e c i d e  w h e t h e r  g o v e r n m e n t  d - o u l d  h a v e  a r o le  in p r o v i d i n g  a 
s e rv i c e .  If a g o v e r n m e n t  r o l e  is a p p r o p r i a t e ,  s c ' t i n g  o u t  p r i n c i p l e s  can  p ro v i d e  g u i d a n c e  in 
d e c i d i n g  w h i c h  leve l  o f  g o v e r n m e n t  is a p p r o p r i a t e  to  f i n a n c e  a n d  de l iv c i  t h e  p r o g r a m  o r  
s e rv ic e .

Principles fo r Sorting Out

T h e  fo l low ing  five p r i n c i p l e s  c o n s t i t u t e  a  f r a m e w o r k  for s o r t in g  o u t  r e s p on s ib i l i t i e s  b e tw e e n
s ta t e  a n d  l o c a l  g o v e r n m e n t s .  T h e y  e n c o u r a g e  s t a t e s  to  r e v i e w  t h e  g o a l s  o f  t h e  s t a t e - l o c a l
g o v e r n m e n t  s y s t em  a n d  to  e v a l u a t e  h o w  p r o p o s e d  c h a n g e s  in t h e  ro le s  a n d  r e s p o n s ib i l i t i e s
o f  s ta te  a n d  lo c a l  g o v e r n m e n t s  c a n  fu r th e r  t h o s e  g o a l s .

T h e  five s o r t in g  o u t  p r i n c ip l e s  a r e  t h e s e :

1. P ro v id e  t h e  c l e a r e s t  p o s s i b l e  s e p a r a t i o n  o f  r e s p o n s ib i l i t y  b e tw e e n  s t a t e  a n d  lo c a l  
g o v e rnm en t s .

2. Assign p r o g r a m  r e s p o n s ib i l i t y  t o  t h e  l o w e s t  p o s s i b l e  lev e l  o f  g o v e r n m e n t  u n l e s s  t h e r e  ■; 
a n  im p o r t a n t  r e a s o n  to  d o  o t h e rw i s e .

3. C o n s id e r  t h e  f isca l e f f e c ts  o f  s t a t e  m a n d a t e s  o n  lo c a l  g o v e r n m e n t s ,  a n d  e i t h e r  a s s u m e  
f in an c in g  r e sp o n s ib i l i t y  for c o s t l y  m a n d a t e s ,  a l l o w  lo c a l  d i s c r e t i o n  in  im p l e m e n t i n g  
th em  o r  r e p e a l  t h em .

A. A s sum e  s t a t e  r e s p o n s ib i l i t y  for p r o g r a m s  w h e r e  u n i f o rm i ty  o r  s t a t ew id e  b e n e f i t s  w il l  
result .

5 . P rov ide  s t a t e  f i n a n c i a l  a s s i s t a n c e  to  lo c a l  g o v e r n m e n t s  th a t  h a v e  t h e  low e s t  c a p a c i t y  to  
ra ise  th e i r  o w n  r e v e n u e .
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P r i n c i p l e  1

Provide the clearest possible separation o f responsibility between state and 
local governments.

W hen the responsib ilities o f state and loca l governments overlap , c itizens have d iff ic u lty 
recogn iz ing and assigning respons ib ility for the success or fa ilu re o f programs. A  key goal 
o f sorting out should be to p rov id e the clearest possible separation o f respons ib ility be tween 
state and loca l governments.

The prim a ry benefits o f separate respons ib ilities are adm in is tra tive e ffic iency , accou n tab ility 
and a reduced potentia l for cost sh ifting . Having fewer governments invo lved in programs 
shou ld reduce paperwork , m in im ize dup lica tio n and decrease adm in is tra tive costs. 
Separation also allows the pub lic to ho ld a single government accoun tab le fo r the success 
or fa ilu re o f programs. F ina lly , separation e lim inates the cost sh ifting that can occu r w hen 
state and local governments share finan c ia l respons ib ility .

Idea lly , separation shou ld app ly to bo th the financing and de live ry o f services. 
Policymakers should reexam ine jo in t ly  funded programs to de term ine if ju s tif ica tio n still 
exists for state aid. leg is la to rs may find programs 'hat once needed state support may have 
met the ir fund ing or prog rammatic goals.

Resistance <•:. change can com p lica te sorting out decisions. A ttempts to m od ify ex is ting 
state-local systems o f finan c ing and de live ring programs that are the results o f ea rlie r 
p o lit ic a l decisions and processes w i l l create s ign ifican i prac tica l problem s, pa rticu la r ly in 
areas like education and socia l services, jo in t arrangements to share data or offe r one-stop 
services may make fiscal sense.

A dd itio na lly , strict adherence to the separation p rin c ip le may be inapprop ria te for ce rta in 
programs or services. A pp lic a tio n o f th is p rin c ip le , for example , w ou ld requ ire states to 
stop prov id ing aid for K-12 educa tion or assume responsib ility fo r educa tion from loca l 
schoo l boards. Neither o f these a lte rnatives is like ly to be accep tab le from e ithe r a p o lic y 
o r a po litica l perspective.
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Cases in Sorting Out: The Special Case of Education

The special case of elemenlary and secondary (K-12) educa tion illustrates the tradeoffs 
states face when try ing to sort out the roles o f state and loca l governments in financing and 
de live ring services.

A lthough prim a ry responsib ility for de live ring educa tiona l services rests w ith loca l school 
districts, the average slate spends about one -th ird o f its tota l general fund budget on state 
a id for K-12 education. This fund ing plays an im portan t ro le in equa liz ing disparities 
between rich and poor communities, as w e ll as in m in im iz in g the burden o f the local 
schoo l property tax.

States have a well-estab lished ro le in fund ing K-12 educa tion . In some states this ro le is 
de te rm ined by the state constitu tion , w h ich exp lic it ly assigns respons ib ility for p rov id ing 
"adequa te" or "e ffic ie n t" education. In others,- state supreme courts have assigned this 
respons ib ility to stale government w ith litt le gu idance on how to im p lem ent the court's 
ru lin g to achieve adequacy or effic iency.

K-12 education clearly vio lates the separation p rin c ip le , sometimes creating fric tion 
between the state and those loca l school districts tha t w an t loca l con tro l. States have 
increased the use o f mandates to impose educa tiona l standards, rules and procedures on 
loca l governments. In M ich igan , several school distric ts are suing the state because they 
c la im  the state has vio la ted a constitu tiona l p ro h ib itio n against un funded mandates. The 
state cla ims that state aid prov ided over the years has been more than adequate to fund 
these mandates.

State education programs clearly p rov ide an im portan t statew ide benefit— an educated 
w o rk force and c itizen ry . State aid programs also use the red is tribu tive power o f state 
governm ent to target aid to the poorest school districts.

M ost stales have decided that the benefits o f state educa tion aid programs ou twe igh the 
problem s they create and have determ ined that a jo in t state-loca l ro le is appropria te . There 
are two exceptions, however. In Hawa ii, the state fu lly funds and de live rs educa tiona l 
services w ithou t local government invo lvement. In N ew Hampshire , loca l school distric ts 
have almost complete con tro l over educa tiona l fund ing and de live ry decisions. A state 
founda tion program provides just 8 percent o f educa tion fund ing , m ostly for special 
educa tion programs that have been mandated in loca l d is tric ts by federal court orders.
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P r i n c i p l e  2

Assign program responsibility to the lowest possible level o f government 
unless tnere is an important reason to do otherw ise.

P r o g r a m  re sp on s ib i l i t i e s  s h o u l d  b e  a s s i g n e d  to  t h e  l o w e s t  p o s s i b l e  leve l o f  g o v e r n m e n t  to  
f o s te r  a c c o u n t a b i l i t y  a n d  b e s t  m e e t  lo c a l  c i t i z e n s '  n e e d s .

T h i s  p r i n c i p l e  fos ters  g r e a t e r  a c c o u n t a b i l i t y  b e c a u s e  l o c a l  g o v e r n m e n t  o f f ic ia l s  t y p i c a l l y  a r e  
m o r e  v i s ib le  a n d  a c c e s s i b l e  t o  c i t i z e n s  t h a n  s t a t e  g o v e r n m e n t  o f f ic ia ls .  A t t h e  s a m e  t im e ,  
l o c a l  g o v e r n m e n t s  o f te n  h a v e  a  b e t t e r  u n d e r s t a n d i n g  o f  t h e  s e r v i c e  n e e d s  o f  lo c a l  c i t i z e n s .  
W h e n  t h e  s ta te  d e t e rm i n e s  s e r v i c e  le v e l s ,  c i t i z e n s  in d i f f e r e n t  r e g io n s  m a y  r e c e i v e  m o r e  o r  
f e w e r  s e rv ic e s  th a n  t h e y  w a n t  o r  n e e d .  A d d i t i o n a l l y ,  m a n y  t y p e s  o f  lo c a l  s e r v i c e s  s u c h  a s  
p u b l i c  sa fe ty ,  fire p r o t e c t i o n  a n d  s t r e e t  r e p a i r  a r e  f u n d e d  b y  p r o p e r t y  t a x e s  o r  u s e r  f e e s  
c o l l e c t e d  lo ca l ly .  In m a n y  i n s t a n c e s ,  lo c a l  t a x p a y e r s  d e t e r m i n e  th e i r  l e v e l s  o f  s e r v i c e  b y  
a c c e p t i n g  o r  r e j e c t in g  lo c a l  t ax  p r o p o s a l s .

A n  im p o r t a n t  c a v e a t  in p r i n c i p l e  2 is t h e  q u a l i f y in g  p h r a s e  " . . . u n l e s s  t h e r e  is a n  im p o r t a n t  
r e a s o n  to  d o  o th e rw i s e . "  T h e r e  a r e  s o m e  b a s i c  i s s u e s  t h a t  p o l i c y m a k e r s  s h o u l d  c o n s i d e r  
w h e n  d e c i d i n g  if t h e r e  is a n  im p o r t a n t  r e a s o n  for a  s t a t e  r o l e .

First, e c o n o m i e s  o f  s c a l e  in c e r t a i n  g o v e r n m e n t  f u n c t i o n s  m a y  a l l o w  t h e  s t a t e  to  p r o v i d e  
s e r v i c e s  m o r e  e f f ic ien t ly  t h a n  lo c a l  g o v e r n m e n t s .  F o r  e x a m p l e ,  th e  s t a t e  m a y  p r o v i d e  
c o l l e c t i o n  a n d  au d i t  s e r v i c e s  for lo c a l  g o v e r n m e n t s  l e v y i n g  a  lo c a l  s a l e s  t ax .  D u p l i c a t i o n  o f  
f u n c t i o n s  thu s  c a n  b e  a v o i d e d ,  s a v in g  t a x p a y e r  d o l l a r s .  A d v a n c e s  in  t e c h n o l o g y  m a y  c r e a t e  
a d d i t i o n a l  s av in g s  if l o c a l  g o v e r n m e n t s  c a n  b e n e f i t  f i o m  l i n k a g e s  t o  s ta te  c o m p u t e r  s y s t e m s  
a n d  t e c h n o lo g y .

S e c o n d ,  s o m e  p ro g r am s  c r e a t e  s p i l l o v e r  b e n e f i t s  o r  c o s t s  in  a  r e g i o n  th a t  e n c o m p a s s e s  m a n y  
lo c a l  ju r i sd ic t io n s .  This o f t e n  o c c u r s  in  l a r g e  m e t r o p o l i t a n  a r e a s .  A  s in g le  lo c a l  g o v e r n m e n t  
w i t h i n  t h e  r e g io n  m a y  n o t  r e s p o n d  a t  t h e  o p t im u m  l e v e l  if it t a k e s  in to  a c c o u n t  o n l y  t h e  
e f f e c t s  o n  its r e s id en ts .  In s u c h  c a s e s ,  r e g i o n a l  o r  s t a t e  f i n a n c i n g  a n d  d e l i v e r y  o f  s e r v i c e s  
m a y  b e  p re f e r a b le .

F ina lly , fiscal disparities— m ismatches between needs and resources— among loca l 
governments might lead po licym akers to conc lude tha t a state ro le is necessary. Poorer 
ju risd ic tions often have higher service needs but lack the fund ing to finance them. M any 
states have assumed fu ll fund ing o f hea lth and soc ia l serv ice programs because o f such 
fisca l disparities. P rinc ip le 5 further addresses the ro le o f fiscal disparities between lo ca l 
governments and state po lic ies to a llev ia te such disparities.
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Cases in Sorling Out: Jails and Corrections Spending

tails serve a loca l pub lic safety function . They usua lly are coun ty institu tions. Their main 
purpose is to con fine people awaiting tria l or other legal d isposition , adults serving short 
sentences (genera lly one year or less) or some com b ina tio n o f both. Local fund ing and 
opera tion o f ja ils is probab ly appropria te to the extent that these corrections expenses 
depend on loca l preferences about strict law enforcement and sentencing.

Six states— Alaska, Connecticu t, Delaware , Hawa ii, Rhode Island and Verm on t— have 
assumed fu ll responsib ility for the ja il function . Four o f these states are geograph ica lly 
small. Prisons and ja ils form one integrated system, so they have no loca l spending. There 
are s ign ifican t variations among the other 44 states in terms o f how  responsib ilities for 
pa rticu la r functions are assigned. For example, some prisoners w ho w ou ld be held in state 
prisons in some states may be housed in local ja ils in others.

Local governments fund about one -th ird o f direct state and loca l correc tions spending, most 
o f w h ich is used to operate loca l ja ils . In 1991, the level o f real per cap ita loca l corrections 
spending va ried w ide ly , ranging from $56.01 in New York to $4 .20 in M ississippi. Local 
correc tions spending genera lly is higher in states w ith large urban areas. Ca lifo rn ia , N ew 
York and Texas have some o f the largest ja ils in the coun try .

Local governments assumed a m uch larger share o f respons ib ility for correc tions spending 
between 1980 and 1991, possibly because o f increased p lacem en t o f state prisoners in loca l 
ja ils due to ove rc row d ing in state Facilities. State re im bursement to loca lities for the cost o f 
housing these prisoners often does not cover the fu ll cost. In 1992, Texas had the largest 
num ber o f state prisoners in local jails, fo llow ed by Louisiana, N ew Jersey and V irg in ia . 
V irg in ia has p rov id ed local governments w ith financ ia l incen tives to organ ize regional ja ils 
to ach ieve econom ies o f scale and im prove service levels. As new state prisons become 
opera tiona l, it is like ly that some o f the pressure on loca l ja . l i w ill ease.

Sources: Jails: Intergovernmental Dimensions of a Local Problem. Washington , D.C.: U.S. 
Adv iso ry Comm ission on Intergovernmental Relations (n.d.).

Analyzing the Growth of State-Local Corrections Spending. A lbany : Center for the Study o f 
the States, 1995.

State Aid to Local Governments for Corrections Programs. Denver: Nationa l Conference of 
State Legislatures, 1989.
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P r i n c i p l e  3

Consider the fiscal effects o f state mandates on local governments, and 
either assume financing responsibility for costly mandates, a llow local 
discretion in implementing them or repeal them.

Stales sometimes impose requirements— mandates— on loca l governments to mee l state 
social or econom ic po lic y objectives. These can create a ha rdsh ip fo r loca l governments 
when they are given service responsib ilities w ith ou t adequate means to finance the 
de livery. Local offic ia ls argue that state mandates ove rride lo ca l serv ice needs and 
spending prio rities, increase loca l tax burdens and are an inapp rop ria te use o f state power. 
From the state perspective, because loca l governments derive the ir powers from  the state, 
mandating certain services and procedures is a legitim ate use of state au tho rity e ithe r to 
ensure un ifo rm ity or equ ity , ach ieve statew ide benefits o r encourage good pu b lic 
adm in is tra tion procedures.

N o t all mandates are equa lly onerous in the ir financ ia l effects on loca l governments. 
"G ood government" mandates lik e those requ iring pub lic meetings o r requ irin g m in im um  
qua lifica tions for lo t al officeho lde rs , for instance, may not im pose s ign ifican t expense upon 
loca l governments and presum ab ly benefit a ll citizens.

States may want to consider at least three options w ith respect to mandates.

• Assume stale responsib ility fo r financ ing the mandated program s and services.

• A llo w  local governments d isc re tion in im p lem enting mandated programs and services.

• Repeal the mandates.

A t a m in im um , po licym akers shou ld close ly exam ine any requ irem en ts tha t cou ld impose 
sign ificant costs on loca l governments. These decis ions shou ld genera lly re flec t 
po licym akers ' decisions under P rinc ip le 1— separation o f respons ib ility .

Assessment of the fiscal effects o f mandates on local governm ents is an im po rtan t step in 
de te rm in ing whether the state shou ld assume financing respons ib ility . The fiscal note 
process that many states use du ring the deve lopment o f leg is la tion can alert state and loca l 
governments about the costs o f new mandates. Some states— V irg in ia and South Caro lina , 
for exam p le— catalog exis ting mandates as an in itia l step to keep mandates under con tro l. 
O the r states have taken a d iffe ren t approach. At least 15 states have a cons titu tiona l or
statutory requirement that the state assume some financ ia l re spons ib ility fo r mandates on
loca l governments.
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Sorting out State and Local Responsibilities

Cases in Sorting Out: What Are Mandates?

The U.S. Advisory Comm ission on Intergovernmental Relations (ACIR) has de fined
mandates as "cons titu tiona l, sta tu to ry o r adm in istra tive action that lim its or places
requirements on local gove rnm en ts ." Key categories o f mandates inc lude:

•  Entitlement mandates tha t qu a lify a ll citizens w ho meet state-imposed gu ide lines to be
e lig ib le for loca lly funded services o r benefits.

•  Service leve l mandates tha t requ ire certa in m in im um service or benefit levels to be 
provided by loca l governments.

•  Personnel mandates that im pose personnel procedures, guidelines, o r salary and benefit 
requirements on loca l governm ents.

•  Structural mandates that d ic ta te h ow  loca l government functions must be organ ized and 
structured.

•  "Good governm ent" mandates tha t impose pub lic notice, open meeting, open records 
or other s im ila r requ irem ents.

•  Tax base mandates that e ithe r p ro v id e certa in coemptions from local tax bases— usua lly 
properly tax exem ptions— o r restric t loca l revenue raising options.
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1 0 Critical Issues in State-Local Fiscal Policy

P r i n c i p l e  4

Assume stale responsibility for programs where un ifo rm ity or statewide 
benefits w ill result.

As part o f the sorting out process, state po licym ake rs may w an t to ask w he the r some leve l o f 
un ifo rm ity is needed when considering program respons ib ilities . If s ta tew ide u n ifo rm ity is a 
goal or if there are statewide benefits in p ro v id in g program s and services, the state may 
wan t to assume the responsib ility for finan c ing those program s and services.

Slate-determ ined un ifo rm ity in program benefits may preven t undes irab le service level 
varia tions, pa rticu la rly in programs that p rov id e transfer paym en ts to households. 
U n ifo rm ity also may m in im ize adm in is tra tive costs and d iscourage m ig ra tio n by those 
seeking higher benefits. Vo lun ta ry un ifo rm ity and cost savings m igh t resu lt from the threat 
o f m igra tion , w ith loca l governments reduc ing benefits to stay in lin e w ith ne ighboring 
ju risd ic tions . The potentia l effects o f m ig ra tio n may vary by state size and leve l o f 
urban iza tion .

States that do tablish un ifo rm  benefit levels w il l need to p ro v id e fund ing for those 
programs. Imposing un ifo rm ity requ irements w ith o u t fund in g can cause s ign ifican t 
financ ia l hardship in some loca litie s . Loca lities w ith low  fisca l capac ity due to few taxab le 
resources often have less fle x ib ility to accomm oda te add itio na l spend ing than those w ith  a 
more va luab le revenue base.

State policymakers also w ill w an t to cons ide r the va lues and trad itio n s o f the state in 
de te rm in ing how broad ly to de fine "s ta tew ide benefits ." For exam p le , states may choose to 
establish m in im um standards in areas such as a ir and wa te r q u a lity to ensure that a ll state 
citizens benefit equally.
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Soiling out Slate and local Responsibilities 11

Cases in Sorting Out: Trial Court Funding in California

Po licym akers in Ca lifo rn ia are considering un ifo rm ity in the context of sorting out state and 
loca l respons ib ilities for tria l court funding. The 1997-90 Californ ia Governor's Budget 
proposes to address several problems w ith the tria l court fund ing system. A cco rd ing to the 
C a lifo rn ia leg is la tive Analyst's O ffice , the current system of funding fails to prom o te equal 
access to justice , does not adequately prov ide for accountab ility , and strains coun ty 
finances and state-county relationships.

Three levels o f courts comprise Califo rn ia 's ju d ic ia l system— the state Supreme Court, the 
cou rts o f appeals and the tria l courts. The state funds the first two, w h ile state and coun ty 
resources together fund the tria l courts. The Legislative Analyst's O ffice points out tha t the 
state has a clear interest in equal access to justice . Those accused o f com parab le crim es 
expec t state laws to be app lied un ifo rm ly , regardless o f the county in w h ich the crim e 
occurs . Unde r the curren t tria l court system, w h ich depends on county fiscal capac ity and 
budge t prio ritie s , disparities in access to the courts and the adm in istra tion o f ju s tice may 
occu r.

In add itio n , ne ither the state nor the counties can exercise effective fiscal oversight o f court 
opera tions. Counties have lim ited ab ility to con tro l court costs and review court operations. 
The state is lim ited as w e ll. Since ind iv idua l cou rt system funding levels are de te rm ined by 
in d iv id u a l counties, the state may have d iff ic u lty using fiscal incentives or sanctions to 
p rom o te its goals fo r court operations.

The gove rno r's proposal w ou ld transfer fund ing responsib ility from the counties to the state 
to ensure un ifo rm ity . Po licy contro l and fund ing responsib ility w ou ld be conso lida ted w ith 
the same leve l o f government, thus im prov ing accoun tab ility .

Source: Ca lifo rn ia Legislative Analyst's O ffice , Sacramento, 1997.
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Cases in Sorting Out: General Assistance Programs

The passage o f comprehensive federal we lfa re re fo rm leg is la tion in 1996 prom p ted some 
states to rev iew state and loca l roles in p rov id in g cash assistance to the poor. Federal 
we lfa re re form created a new state b lock grant p rog ram — Tempora ry Assistance to Needy 
Families (TANF). TANF replaced a federal en titlem en t p rog ram jo in t ly  funded by federa l 
and state governments (and local governments in some states). TANF places a five -yea r 
lim it on federal welfare benefits and removes most legal imm ig ran ts from  e lig ib ili ty  for 
federal we lfa re benefits.

M any state and loca l governments prov ide assistance to poo r c itizens w ho are not e lig ib le 
for TANF. These general assistance (CA) programs cu rre n tly operate in at least one lo ca lity 
in 41 states and the D istric t o f Co lumbia . The programs are adm in is te red and funded e ithe r 
by the state o r by loca l governments (usually counties) or a com b ina tio n o f the tw o . 
General assistance programs fa ll into five categories: state con tro l and state fund ing , state 
con tro l and state-local fund ing, state-local con tro l and sta te -loca l fund ing , loca l con tro l and 
loca l fund ing, and no program (see map).

The repeal o f federal we lfa re en titlem ent status and the e lim in a tio n o f benefits for legal 
imm ig ran ts has prom pted concern by local governm ents tha t fo rm er TANF recip ien ts may 
transfer to GA programs, especia lly where states set most prog ram gu ide lines bu t loca l 
governments prov ide m uch o f the funding. This arrangem ent provides lit t le  d isc re tion for 
loca l governments to adjust benefit levels o r e lig ib ili ty  c rite r ia to meet the ir budget 
constra in ts unless the states m od ify program requ irem ents. State concerns about loca l 
con tro l o f benefits and e lig ib ility focus on lack o f un ifo rm ity .

The m a jo rity o f the states— 38 in a ll— either have no p rog ram  or have programs tha t assign 
both fund ing and program con tro l to a single leve l o f gove rnm en t.

Since 1992, several states have acted to g ive loca l governm ents more con tro l ove r GA 
programs. Ca lifo rn ia a llow ed counties to reduce bene fit leve ls be low  prev ious ly mandated 
state levels. Three other states— Connec ticu t, M inneso ta and O h io — e lim ina ted the 
requ irem ent that loca l GA programs p rov ide benefits to ab le -bod ied adults w ith o u t 
ch ild ren . W isconsin replaced its mandated coun ty GA prog ram  w ith a program o f op tio na l 
b lock grants that a llow  counties to set benefit levels.

Princip les o f sorting ou t w ou ld support program fund ing and con tro l at the same leve l of 
governm ent. In those states that decide un ifo rm ity is needed, the program shou ld be 
adm in is te red and funded at the state level. O the rw ise , the p rin c ip le s support devo lv ing 
program con tro l and fund ing to loca l governments

Sources: N ational G eneral A ssistance Survey, 1992. W ash ing ton , D .C .: Center on Budget 
and Po licy Priorities and Nationa l Conference o f State Legislatures.

U cce llo , Cori E. and L. Jerome Gallagher. "G ene ra l Assistance Programs: The State-Based 
Part o f the Safety N et." W ashington , D .C .: The U rban Institu te , 1997.
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S ta t e  G e n e r a l  A s s i s ta n c e

□ S ta te  C o n t r o l  a n d  S t a t e  F u n d in g (17)
□ S ta te  C o n t r o l  a n d  S t a t e -L o c a l  F u n d in g (9)
■ S ta te -L o c a l  C o n t r o l  a n d  S ta te -L o c a l  F u n d in g (4)
■ Loca l C o n t r o l  a n d  L o ca l  F u n d in g ( 1 2 )
0 N o  P r o g r a m (9)

N o t e :  N o  i n f o rm a t i o n  is a v a i l a b l e  fo r  P u e r to  R ico .

S o u r c e s :  National General Assistance Survey, 1992. W a s h i n g t o n ,  D .C . :  C e n t e r  o n  B u d g e t  
a n d  Po l icy  P r io r i t ie s  a n d  N a t i o n a l  C o n f e r e n c e  o f  S t a t e  L eg is la tu re s .
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Provide state financial assistance to local governments that have the lowest 
capacity to raise the ir own revenue.

P o o r e r  lo c a l i t i e s  m a y  h a v e  d i f f icu l ty  r a i s in g  r e v e n u e s  f r om  th e i r  o w n  s o u r c e s .  As s t a t e s  
c o n s i d e r  s o r t i n g  o u t ,  t h e y  n e e d  to  r e c o g n i z e  th a t  p o o r e r  l o c a l i t i e s  a r e  l ik e ly  t o  b e  
d i s p r o p o r t i o n a t e l y  b u r d e n e d  b y  n e w  r e s p o n s ib i l i t i e s .  A t t h e  s a m e  t im e ,  t h e s e  l o c a l  
g o v e r n m e n t s  m a y  f a c e  a g r e a t e r  d e m a n d  for p o v e r t y  r e l a t e d  s e r v i c e s .  S t a t e  a i d  p r o g r a m s  
s h o u l d  s e r v e  a n  e q u a l i z i n g  f u n c t i o n  b y  a t t e m p t i n g  to m i n im i z e ,  r a t h e r  t h a n  e x a c e r b a t e ,  
f isca l d i s p a r i t i e s  b e tw e e n  w e a l t h i e r  a n d  p o o r e r  lo ca l i t ie s .

T h e  ab i l i t y  o f  lo c a l  g o v e r n m e n t  to  r a i s e  r e v e n u e  f rom  th e i r  o w n  s o u r c e s  d e p e n d s  u p o n  
m a n y  fa c to r s .  T h e  r e l a t i v e  w e a l t h  o f  a lo c a l  j u r i s d i c t i o n— a s  m e a s u r e d  b y  its t a x  b a s e — is 
p r o b a b l y  t h e  m o s t  im p o r t a n t  f a c to r .  Limits o n  p i o p e r t y  t a x e s  a n d  t h e  a v a i l a b i l i t y  o f  l o c a l  
o p t i o n  t a x e s ,  h o w e v e r ,  a l s o  c a n  a f f e c t  lo ca l  g o v e r n m e n t  f i sc a l  r e s o u r c e s .  S o m e  r e s t r i c t io n s  
o n  l o c a l  r e v e n u e s  a r e  c o n s t i t u t i o n a l ,  w h i l e  o th e r s  a r e  im p o s e d  b y  t h e  l e g i s l a t u r e .

S ta te s  a r e  w e l l  s u i t e d  t o  m in im i z e  f isca l d i s p a r i t i e s  b e tw e e n  w e a l t h y  a n d  p o o r  lo c a l  
ju r i s d i c t i o n s .  T h e  s l a t e  t ax  b a s e  is s p r e a d  o v e r  a la rg e  g e o g r a p h i c a l  a r e a  t h a t  i n c l u d e s  b o t h  
w e a l t h y  a n d  p o o r  r e g io n s .  M a n y  s ta te s  a l s o  re ly  u p o n  t h e  i n c o m e  t a x  f o r  a  s ig n i f i c an t  s h a r e  
o f  t h e i r  r e v e n u e s .  I n c o m e  t a x e s  t e n d  to  b e  less b u r d e n s o m e  o n  p o o r e r  r e s id e n t s .  T h is  
c o m b i n a t i o n  a l l o w s  s t a l e s  t o  u s e  b o th  e x p e n d i t u r e  a n d  t a x  p o l i c y  t o  a l l e v i a t e  f isc a l  
d i s p a r i t i e s .
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• Sorting out State and Local Responsibilities

Cases in Sorting Out: Minnesota's Fiscal Disparities Program

Fiscal disparities— imbalances between pub lic service needs and financ ia l resources in 
certa in comm un ities— are addressed in M innesota th rough a property tax base sharing 
program that invo lves seven m etropo litan counties. The shared tax base is redistributed to 
all m un ic ipa lities on the basis o f a formula that uses as its factors popu la tion and market 
value of taxab le real property . It is designed to redress the p rob lem  o f uneven d is tribu tion 
o f property tax base that results from concentrations o f comm erc ia l- in dus tria l deve lopment 
in some areas. "F iscal capac ity is defined as equalized marke t va lue per capita. Equalized 
market value is market va lue adjusted for d iffe ren tia l assessment levels between 
ju risd ic tions," exp la in Karen Baker and Stephen H inze , M inneso ta House legis lative 
analysts. "O the r things be ing equa l, businesses are more lik e ly to expand in commun ities 
w ith high fiscal capac ity (because o f low  tax rates), fu rthe r exacerba ting differences in fiscal 
we ll-be ing ." A disadvantages o f the program is its adm in is tra tive com p lex ity . Advantages 
are that tax base sharing can spread the fiscal benefits o f business deve lopment and 
encourage orde rly g row th . O lde r areas in need o f redeve lopm en t also can rece ive 
additional resources.

Source: Research Departm ent, M inneso ta House o f Representatives, St. Paul, M inn .
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C o n c l u s i o n

The na tio n is m oving in to wha t econom ist John Shannon has ca lle d "m id d le o f the road 
federa lism ," in w h ich neither the federal government nor state governm ents c lea rly 
dom ina te the fiscal landscape. Slates are respond ing to techno log ica l, p o lit ic a l and fiscal 
changes by reeva lua ting services and mak ing new decis ions about w h ich leve l o f 
gove rnm ent shou ld have w h ich responsib ilities. Slate legislatures must design serv ice 
de live ry systems that encourage ra tiona l and effic ien t actions by state and loca l 
governments. They must consider the effect o f state decis ions on the ab ility o f loca l 
governments to respond to comm un ity needs. They must de te rm ine the approp ria te source 
o f fund ing for programs. Five p rin c ip les to gu ide the sorting ou t o f these respons ib ilities are 
discussed in this report. The princ ip les assume that po licym akers have dec ided that 
gove rnm en t is the appropria te financing and de live ry system for the services unde r 
cons ide ra tion .

The sorting ou t piocess invo lves tradeoffs; the re la tive im po rtance o f these tradeoffs w ill 
depend upon existing stale fiscal systems, trad itions and values. A state's respons ib ility for 
un ifo rm ity , for example , may have to be we ighed against loca l au tonom y. O n one hand, 
loca l governments may better understand the p u b lic ’s needs because they ate closer to  the 
c itizens they serve. O n the other hand, loca l v iew po in ts may no t take in to accoun t the 
p rio ritie s o f a broader state constituency. A ccoun tab ility may be easiest to de te rm ine w hen 
on ly one level o f gove rnm en t— pre fe rab ly the lowest le ve l— has fund ing and serv ice 
responsib ilities. However, not a ll loca l governments have the same service needs and 
finan c ing capac ity . These are some o f the considera tions that state lawmakers must w e ig h 
as they reshape our com p lex state-loca l fiscal system.
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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

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.
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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

mailto:Reprcscntative_Gary_Davis@legis.statc.ak.us


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

L E G A L  S E R V I C E S

M  E M Q R  A  N P U J V L  March 11,1999

S U B J E C T :  C o m m u n i t y  Development Fund (HJR 23)

T O :  Representative Gary Davis

Attn: D e b  Davidson

F R O M :  Tamara Brandt Cook

Director

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  

99-027.lnib



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
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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
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