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SPONSOR STATEMENT / SECTIONAL ANALYSIS

CSHBA431 (STA) —Municipal Dividend Program

The establishment of a Municipal Dividend program would aid municipalities
with state appropriations allocated for unrestricted use by local governmentsin their
greatest time of need. The sponsor intends to empower local officials by allowing them
to decide how to best spend that money. Uncertain state funding has affected local
governments ability to plan and budget properly, and more recently, to absorb the brunt
of many state budget cuts.

This plan would provide approximately $157 million annually to municipalities
by accessing surplus earnings of the Permanent Fund. The distribution to municipalities
would be made only after Permanent Fund Dividends and inflation proofing are provided
for. Based on annual Permanent Fund earnings, if the amount appropriated were not
sufficient to fully fund municipal dividends, the amount to each municipality would be
reduced on a pro-rata basis.

Alaska’ s municipalities and local decision makers deliver the most direct and
knowledgeable service, much of which isof acritical nature. Under CSHB 431 (STA),
the amount going to each municipality would be determined by population and a per head
allocation. Population criteria would be the number of local PFD recipients and the
allocations would be $250 per head, with a minimum to any municipality of $40,000
annually.

The House State Affairs Committee changed the bill asfollows. There were four
language smoothing amendments adopted that do not change the effect of the bill in any

way.

BILL SECTION 1: Establishesthe Municipa Dividend Fund. The amount of a
Municipal Dividend is set at $250 per eligible PFD recipient in each municipality.
Borough populations are determined by subtracting the population of al citieswithin a
borough from the borough’ stotal population, thereby allowing boroughs to apply funding
to their unincorporated communities. It sets aminimum dividend payment of $40,000 to
amunicipality. Thereisaformula specified in the event the amount appropriated to the
fund isinsufficient to fully fund Municipal Dividends.




BILL SECTION 2: Assuresthat the transfer of money from the earnings reserve
account to the Municipal Dividend Fund happens only after Permanent Fund Dividends
have been accounted for and inflation proofing has taken place. It also assures that the
lesser amount of either the dollars needed to fully fund the program or the balance of the
earnings reserve account be transferred.

BILL SECTION 3: Setsthe effective date at June 30, 2004.




