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XU THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL KO. 524 (Finance)

IH THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled : "An Act relating to the constitutional spending

lim it* and providing for an effective date,*'

BE IT  EKACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.07 is  amended by adding a new section to read:

Sec. 37.07.075. ADJUSTMENT OF APPROPRIATION LIMIT BASE. (a) 

The appropriation lim it of $2,500,000*000 established a rt . IX , sec. 

16 of the state constitution shall be cumulatively adjusted annually 

through the end of the preceding f is c a l year by tbe office by the 

product of the following rates:

year two years preceding each f is c a l year, in the consumer price indes 

for a l l  urban consumers for the Anchorage Metropolitan Area as 

published by the Bureau of Labor S ta tistics  of the United States 

Department of Labor: and

change in estimated population as established by the United States 

Census Bureau fox the period between the previous two decennial cen­

suses.

(b> The baBC date for determining changes in population and 

in flation  tinder (a) of this section is  Ju ly 1, 1981.

(c) In th is section "population” means total resident population 

of the state computed under the method of computation used in the most 

recent federal decennial census.

* Sec. 2. This Act takes effect immediately in accordance with

(1) the percentage annual rate of chango, during the fisca l

(2) the percentage continuously compounded annual rate of

-1 CSHB 524(Fin)
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H O U S E  J O U R N A L

L E T T E R  O F  I NT E N T  F O R  C S H B  5 2 4  (FINANCE)

It is th e in t e n t  of the L e g i s l a t u r e  that f o r  the p u r p o s e s  

of c a l c u l a t i n g  the s p e n d i n g  l im it  in H B  5 24  the f o l l o w i n g  

e q u a t i o n  be used:

B a s e  x  (1 + r a t e  of g r o w t h  in p o p u l a t i o n )  x  (1 + i n f l a t i o n  

a d j u s t m e n t )  = L i m i t

T h e  b a s e  is $ 2 , 5 0 0 , 0 0 0  f or  f i s c a l  y e a r  1982. F o r  e ac h  

s u c c e e d i n g  f i s c a l  y e a r  the b a s e  s h a l l  b e  a d j u s t e d  b y  the 

r a t e  o f  c h a n g e  in p o p u l a t i o n  and  the A n c h o r a g e  C o n s u m e r  

P r i c e  I n d e x - U r b a n  ( C P I - U ) .

T h e  r a t e  of c h a n g e  in p o p u l a t i o n  s h a l l  be  c a l c u l a t e d  as 

the c o n t i n u o u s l y  c o m p o u n d e d  a n n u a l  r a t e  of  c h a n g e  b e t w e e n  

1970 a nd 1980 (Ap ri l 1) e s t i m a t e s  of p o p u l a t i o n  

e s t a b l i s h e d  b y  the U.S. C e n s u s  B u r e a u  in  t h e i r  d e c e n n i a l  

c e n s u s e s .  For e xam pl e,  the ra t e  of  c h a n g e  for t he  1 9 8 0’s 

is c o m p u t e d  as follows:

rt
P o p u l a t i o n  ^ g g  = P o p u l a t i o n  ^ g y Q * e

R a t e  of c h a n g e  = r =  L n  ( p o p u l a t i o n  1 9 8 0 / p o p u l a t i o n  1970

R a t e  of c h a n g e  = .0284 =  L n  ( 4 0 1 8 5 1 / 3 0 2 5 8 3

10

T h e  r a t e  of c h a n g e  i n  the A n c h o r a g e  C P I - U  c o m p u t e d  as the 

J u l y  to J u l y  c h a n g e  in the i n d e x  as p u b l i s h e d  in  the U.S. 

D e p a r t m e n t  of L ab o r ,  B u r e a u  of L a b o r  S t a t i s t i c s .

t



A l a a f e a  S l a t e  f e g t a J a t u r e
H o u s e  o f  R e p r e s e n t a t i v e s

A 1  A d a m s

C h a i r m a n  

C o m m i t t e e  on Finance

February 6, 1984

WHILE IN SESSION 
Pouch V  

State Capitol 
Juneau, Alaska 99811 

(907) 465-3706

O U T  OF SESSION 
P.O. Box 333 

Kotzebue, Alaska 99752 
(907) 442-3320

1024 W. 6th 
Anchorage, Alaska 99501 

(907) 274-0615

' ' ’

TO: Members of the House Finance Committee

FROM: Representative A1 A d a m s ^ K

RE: Proposed Letter of Intent for CSHB 524 (Fin)

LETTER OF INTENT CSHB 524 (Fin)

It is the intent of the Legislature that for the purposes of 
calculating the spending limit in HB 524 the following 
equation be used:

Base x (1 + rate of growth in population) x (1 + inflation 
adjustment) = Limit

The base is $2,500,000 for fiscal year 1982. For each 
succeeding fiscal year the base shall be adjusted by the 
rate of change in population and the Anchorage Consumer 
Price Index-Urban (CPI-U).

The rate of change in population shall be calculated as the 
continuously compounded annual rate of change between 1970 
and 1980 (April 1) estimates of population established by 
the U.S. Census Bureau in their decennial censuses. For 
example, the rate of change for the 1980's is computed as 
follows:

• rt
Population 1980 = Population l g 7 0 * e

Rate of change = r = Ln (population 1980/population 1970 or
t

Rate of change = .0284 = Ln (401851/302583)
10

The rate of change in the Anchorage CPI-U computed as the July to 
July change in the index as published in the U.S. Department of 
Labor, Bureau of Labor Statistics.
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TO: H o n o r a b l e  A1  Ada ms , C h a i r m a n

H o u s e  F i n a n c e  C o m m i t t e e

FROM: P.S. D h i l l o n ,  E c o n o m i s t  ^

L e g i s l a t i v e  F i n a n c e  D i v i s i o n

SUBJ: H B  524 —  C o n s t i t u t i o n a l  A p p r o p r i a t i o n  L i m i t

A r t i c l e  IX, S e c t i o n  16 of  the S t a t e ' s  C o n s t i t u t i o n  r e a d s ,  in p a r t ,  as 

f ol lo ws : " . . .  a p p r o p r i a t i o n s  f r o m  the t r e a s u r y  m a d e  f o r  a f i s c a l

y e a r  s h a l l  n o t  e x c e e d  $ 2 , 5 0 0 , 0 0 0  b y  m o r e  t h a n  the  c u m u l a t i v e  chan ge,  

d e r i v e d  f r o m  f e d e r a l  i n d i c e s  as p r e s c r i b e d  b y  law, in  p o p u l a t i o n  and 

i n f l a t i o n  s i n c e  J u l y  1, 1981." As r e q u i r e d  b y  t h i s  c o n s t i t u t i o n a l  

a m e n d m e n t ,  the p u r p o s e  of H B  5 2 4  is to p r e s c r i b e  the f e d e r a l  i n d i c e s  to 

b e  u s e d  for p o p u l a t i o n  a n d  i n f l a t i o n  a d j u s t m e n t s .  In a d d i t i o n ,  H B  524 

al s o  c l a r i f i e s  t h r e e  o t h e r  a m b i g u i t i e s  r e l a t i n g  to the  c a l c u l a t i o n  of 

the  a p p r o p r i a t i o n s  limit:

1. N u m b e r  of y e a r s  of a d j u s t m e n t .  It is n o t  c l e a r  f r o m  the l a n g u a g e  

of the a m e n d m e n t  w h e t h e r  the p o p u l a t i o n  an d i n f l a t i o n  a d j u s t m e n t s  

a r e  to be  m a d e  to the b e g i n n i n g  or th e e n d  of the f i s c a l  y e a r  to 

w h i c h  the l i m i t  ap pl i e s .  Fo r ex am p l e ,  in o r d e r  to c a l c u l a t e  the 

l im it  for  F Y  85, is t h e r e  to b e  a t h r e e  y e a r  o r  a f o u r  y e a r  

a d j u s t m e n t ?  Th i s  a m b i g u i t y  a r i s e s  b e c a u s e  it is n o t  c l e a r  w h e t h e r  

$2.5  b i l l i o n  w a s  i n t e n d e d  to b e  the l i mi t f o r  F Y  82, or, w h e t h e r  it 

w a s  th e b a s e  to w h i c h  p o p u l a t i o n  and i n f l a t i o n  a d j u s t m e n t s  w e r e  to 

b e  m a d e  to a r r i v e  at the l im it  for F Y  82. H B  5 24 a s s u m e s  the  

f o r m e r  i n t e r p r e t a t i o n  a nd s t i p u l a t e s  (line 13) that  the  a d j u s t m e n t s  

s h o u l d  b e  m a d e  to the  b e g i n n i n g  of the f i s c a l  y e a r  (or e nd  of 

p r e c e d i n g  f i s c a l  year).

2. A d d i t i v e  o r  M u l t i p l i c a t i v e  a d j u s t m e n t s .  T h e  a p p l i c a t i o n  of the 

a d j u s t m e n t s  to the b a s e  c o u l d  b e  e i t h e r  a d d i t i v e  or m u l t i p l i c a t i v e :

Ad d i t i v e :  L i m i t  = B as e  x  ( p o p u l a t i o n  adj. + i n f l a t i o n  adj.)

M u l t i p l i c a t i v e :  L i m i t  = B a s e  x  ( p o p u l a t i o n  adj. x  i n f l a t i o n  adj.)

T h e  l a n g u a g e  i n  t h e  c o n s t i t u t i o n a l  a m e n d m e n t  d o e s  n o t  a d d r e s s  thi s 

qu e s ti on . H B  524 s p e c i f i e s  (line 13-14) t ha t  th e a d d i t i v e  f o r m u l a  

be  used. On  th e o t h e r  h an d,  O.M.B. h a s  u s e d  the m u l t i p l i c a t i v e  

e q u a t i o n  in  t h e i r  c a l c u l a t i o n s  (FY 85 E x e c u t i v e  Bu d g e t ,  p a g e  11).
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T h e  a d d i t i v e  f o r m u l a  w i l l  a l w a y s  r e s u l t  in a l o w e r  l i mit  w h e n  b o t h  

p o p u l a t i o n  g r o w t h  a nd  i n f l a t i o n  a r e  p o s i tiv e.  In the  l o n g  r un  

t h e r e  m a y  be  a s u b s t a n t i a l  d i f f e r e n c e  b e t w e e n  th e l i m i t s  c a l c u l a t e d  

u n d e r  t h e  two f o r m ul ae .

3. A b s e n c e  of data. T h e  two  i n d i c e s  p r e s c r i b e d  b y  H B  524 a r e  k n o w n  

s i x  m o n t h s  p r i o r  to the  time  th e E x e c u t i v e  B u d g e t  c o m e s  u p  for 

c o n s i d e r a t i o n  e a c h  J an uary. T h i s  a v o i d s  the u s e  of p r o j e c t i o n s  

w h i c h  a r e  f r e q u e n t l y  s u b j e c t  to debate , d i s a g r e e m e n t ,  an d p o s s i b l e  

r e vi si on s.

T h e  two in d i c e s  p r e s c r i b e d  b y  H B  5 24  a r e  the A n c h o r a g e  CPI -U , and the 

trend b e t w e e n  the two p r e v i o u s  d e c e n n i a l  ce nsuses. A s i d e  f r o m  b e i n g  

" f e d e r a l  i n d i c e s "  as r e q u i r e d  by  t h e  c o n s t i t u t i o n a l  a m e n d m e n t ,  t h e r e  

a p p e a r s  to b e  a r e l a t i v e l y  h i g h  d e g r e e  of p u b l i c  f a m i l i a r i t y  w i t h  them. 

T h e  f o l l o w i n g  is a d i s c u s s i o n  of t he  r e l a t i v e  m e r i t s  and d e m e r i t s  of 

these a nd  a l t e r n a t i v e  i n d i c e s  w h i c h  h a v e  r e c e i v e d  c o n s i d e r a t i o n .

I n f l a t i o n  I n di ces

F o r  i n f l a t i o n  i n d i c e s  th e f i e l d  c a n  be n a r r o w e d  d o w n  to two: the

A n c h o r a g e  C P I - U  w h i c h  is r e l e a s e d  b i - m o n t h l y  b y  the  U. S. D e p a r t m e n t  of 

Lab o r ,  B u r e a u  of L a b o r  S ta t i s t i c s ;  and, I m p l i c i t  P r i c e  D e f l a t o r s  fo r the 

St at e and L o c a l  G o v e r n m e n t  P u r c h a s e s  of G o o d s  and S e r v i c e s  ( G o v’t. 

P u r c h a s e s ) ,  p u b l i s h e d  in  the S u r v e y  of C u r r e n t  B u s i n e s s ,  U. S. D e p a r t­

men t  of C o m me rce , B u r e a u  of E c o n o m i c  A n a l ysi s.  In c o m p a r i n g  t h e s e  two 

in d i c e s  the f o l l o w i n g  s h o u l d  be  noted:

1. P u b l i c  f a m i l i a r i t y  w i t h ,  and u n d e r s t a n d i n g  of, t h e  A n c h o r a g e  C P I - U  

is far g r e a t e r  t h a n  w i t h  the G o v’t. P u r c h a s e s  index. It is s a f e  to 

sa y that  p u b l i c  perce: tion  of i n f l a t i o n  is m o r e  c l o s e l y  l i n k e d  w i t h  

the C PI  t ha n  w i t h  a n y  o t h e r  index. On the  o t h e r  h a n d ,  the u s e  of 

a n  u n f a m i l i a r  and r e l a t i v e l y  u n k n o w n  i n d e x  m a y  r a i s e  q u e s t i o n s  

a b o u t  p u b l i c  c r e d i b i l i t y  and p e r c e i v e d  m a n i p u l a t i o n .

2. T h e  G o v ’t. P u r c h a s e s  i n d e x  is a n a t i o n w i d e  I n d e x  b a s e d  o n  p u r c h a s e s  

of g oo ds  and  s e r v i c e s  b y  s ta te and l o c a l  g o v e r n m e n t s  in t h e  e n t i r e  

co untry. Th e w e i g h t  a f f o r d e d  to A l a s k a  in the c o n s t r u c t i o n  s u c h  an 

i n d e x  is l i k e l y  to b e  v e r y  sm al l c o m p a r e d  to, say, C a l i f o r n i a .  

C o n s e q u e n t l y ,  t r e n d s  a n d  e v e n t s  in A l a s k a  are n o t  l i k e l y  to be 

f u l l y  c a p t u r e d  b y  this index. Th e A n c h o r a g e  C P I - U  w o u l d  te n d  to be 

m o r e  r e s p o n s i v e  to l o c a l  b u s i n e s s  a nd e c o n o m i c  c o n d i t i o n s .  T h e  

b u s h  an d o t h e r  c i t i e s  i n  the S ta te  are n o t  t a k e n  i n t o  a c c o u n t  in 

the A n c h o r a g e  CPI-U, b u t  t h e r e  is at le ast  a p a r t i a l  r e c o g n i t i o n  of 

th e fact that  the s o c ia l, e c o n o m i c  a nd  b u s i n e s s  e n v i r o n m e n t  in 

AlasVia is s i g n i f i c a n t l y  d i f f e r e n t  f r o m  tha t i n  the L o w e r  48.

3. T h e r e  is a p r e c e d e n c e  f o r  the u s e  of the A n c h o r a g e  C P I - U  in 

A l a s k a’s S t a t u t e s  (e.g., A l a s k a  E x e m p t i o n s  Act, AS 9. 38 .1 15;  A l a s k a  

B u s i n e s s  C o r p o r a t i o n s  Act , AS 10.05.773) and  i n  l a b o r  c o n t r a c t s  

w i t h i n  t he  State. T he  n a t i o n a l  C P I - U  is also e x t e n s i v e l y  u s e d  at 

th e f e d e r a l  l e v e l  (e.g., the E c o n o m i c  R e c o v e r y  T a x  Act of 1981 

r e q u i r e s  us e of t h e  C P I - U  for e s c a l a t i o n  of i n c o m e  tax  b r a c k e t s  and 

p e r s o n a l  e x e m p t i o n  amo unt s) . It is n o t  k n o w n  w h e t h e r  the  Gov't.
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P u r c h a s e s  i n d e x  h a s  b e e n  p r e v i o u s l y  u s e d  in s t a t e  or f e d e r a l  law s 

or  in c o n t r a c t i n g .

4. T h e  C P I  m e a s u r e s  the p r i c e  o f  a b u n d l e  of g o o d s  w h i c h  a t y p i c a l  

c o n s u m e r  b u y s  in  th e m a r k e t .  T h i s  is n o t  th e same m i x  of g o o d s  an d 

s e r v i c e s  tha t g o v e r n m e n t  s p e n d i n g  is a i m e d  at. T h e  Gov't.

P u r c h a s e s  i n d e x  w o u l d  m o r e  a c c u r a t e l y  r e f l e c t  p r i c e  c h a n g e s  for  

it em s t y p i c a l l y  p u r c h a s e d  b y  s t a t e  and l oc al  g o v e r n m e n t s .  H o w e v e r ,  

to th e e x t e n t  t h a t  g o v e r n m e n t  c o m p e n s a t i o n  o f  e m p l o y e e s  is l i n k e d  

to the CPI, the Gov^t. P u r c h a s e s  i nde x does i n d i r e c t l y  i n c o r p o r a t e  

e l e m e n t s  of the CP I . F o r  i t em s o t h e r  th a n  e m p l o y e e  c o m p e n s a t i o n ,  

it m a y  be a r g u e d  that the e x p e n d i t u r e s  i n c u r r e d  b y  t he s t a t e  and 

local g o v e r n m e n t s  in A l a s k a  a r e  s o m e w h a t  d i f f e r e n t  f r o m  t h o s e  in 

the L o w e r  48, e.g., w e  do n o t  h a v e  the m a s s i v e  r a p i d  t r a n s i t  

s y s t e m s  of N e w  Y o r k  o r  Ch ic a g o ,  o r  the w a t e r  p r o j e c t s  of S o u t h e r n  

C a l i fo rn ia . T h e  u s e  of  a n a t i o n w i d e  Gov't. P u r c h a s e s  i n d e x  m a y  

thus b e  i n a p p r o p r i a t e .

5. In J a n u a r y  1983 t h e r e  w a s  a c h a n g e  in th e m e t h o d o l o g y  u s e d  b y  the 

B u r e a u  of L a b o r  S t a t i s t i c s  in  m e a s u r i n g  the h o m e o w n e r s h i p  c o m p o n e n t  

of the C P I - U  at b o t h  th e n a t i o n a l  and  r e g i o n a l  level. T h e  r e s u l t  

of this c h a n g e  w a s  to m a k e  the A n c h o r a g e  C P I - U  a m o r e  a c c u r a t e  

m e a s u r e  of i nfl a t i o n .  H o w e v e r ,  d u e  to this c h a n g e  in m e t h o d o l o g y ,  

the A n c h o r a g e  C P I - U  i n d e x  i n  1982 is not, s t r i c t l y  s peaking, 

c o m p a r a b l e  w i t h  th e i n d e x  in  1983. It is no t p o s s i b l e  to i s o l a t e  

or q u a n t i f y  the e f f e c t  of the  c h a n g e  in def i n i t i o n ;  h o w e v e r ,  it m a y  

be  n o t e d  tha t th e A n c h o r a g e  C P I - W  (Urban W a g e  E a r n e r s  and C l e r i c a l  

W o r k e r s ) ,  w h i c h  d i d  n o t  u n d e r g o  a c h a n g e  in d e f i n i t i o n ,  m o v e d  in 

the s ame m a n n e r  ( d i r e c t i o n  and m a g n i t u d e )  as the A n c h o r a g e  C P I - U  

d u r i n g  1982 a nd  1983. T h i s  s u g g e s t s  tha t the e ff e c t  of the 

d e f i n i t i o n a l  c h a n g e  in the A n c h o r a g e  C P I - U  w a s  not  v e r y  

si g n if ic an t.

6. P o i n t - t o - p o i n t  c h a n g e s  in the i n d e x  ca n b e  m o r e  r e a d i l y  c a l c u l a t e d  

w i t h  the  A n c h o r a g e  C P I - U  t h a n  w i t h  the Gov't. P u r c h a s e s  index.

T h i s  is b e c a u s e  th e A n c h o r a g e  C P I - U  is a p o i n t  e s t i m a t e  for a 

p a r t i c u l a r  m o n t h .  T h e  Gov't. P u r c h a s e s  index, on the o t h e r  hand, 

is a q u a r t e r l y  i n d e x  a n d  it is d i f f i c u l t  to d e t e r m i n e  it s l e v e l  

d u r i n g  a s p e c i f i c  mon th .

7. T h e  A n c h o r a g e  C P I - U  is g e n e r a l l y  n o t  su b j e c t  to r e v is ion . The  

Gov't. P u r c h a s e s  i n d e x  is fi rst  p u b l i s h e d  as a p r e l i m i n a r y  i n d e x  

and  s u b s e q u e n t l y  rev ised.

P o p u l a t i o n  I n d i c e s

T h e r e  are t h r e e  p o p u l a t i o n  i n d i c e s  that c o u l d  be u s e d  in c a l c u l a t i n g  the 

a p p r o p r i a t i o n s  limit: the t r e n d  in p o p u l a t i o n  for the p e r i o d  b e t w e e n

the t wo  p r e v i o u s  d e c e n n i a l  c e n su se s;  th e a n n u a l  e s t i m a t e  of p o p u l a t i o n  

p r o d u c e d  b y  the U.S. B u r e a u  of the Censu s; and, a n n u a l  e s t i m a t e s  of 

p o p u l a t i o n  p r o d u c e d  b y  the A l a s k a  D e p a r t m e n t  of L a b o r  ( A D O L ) .

The  m a j o r  a d v a n t a g e  of u s i n g  the t re nd  b e t w e e n  two d e c e n n i a l  c e n s u s e s  is 

that the p o p u l a t i o n  a d j u s t m e n t  w o u l d  b e  k n o w n  a h e a d  of ti m e  for an
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e n t i r e  d e c a d e  and, h e n c e ,  f a c i l i t a t e  b e t t e r ^ b u d g e t i n g  a n d  p l a n n i n g .  T he  

t r e n d  is a l s o  e a s y  to d e r i v e  and u n d e r s t a n d  . The  c e n s u s  n u m b e r s  

t h e m s e l v e s  are l i k e l y  to b e  a c c u r a t e  (the c e n s u s e s  a re  e n u m e r a t i o n s  

r a t h e r  t h a n  e s t i m a t e s )  an d o b j e c t i v e  (the c e n s u s e s  are c o n s t i t u t i o n a l l y  

m a n d a t e d ) .  H o w e v e r ,  the t r e n d  is a p o o r  p r e d i c t o r  of s h o r t  t e r m  

f l u c t u a t i o n s  in p o p u l a t i o n .  For  e x a m p l e ,  the y e a r l y  p o p u l a t i o n  g r o w t h  

ra t e  b e t w e e n  the 1970 a nd 1980 c e n s u s e s  is a b o u t  h a l f  o f  th e g r o w t h  

ra t e  i n  the  p e r i o d  1981 and  1982 as e s t i m a t e d  b y  ADOL. T h e  t r e n d  

b e t w e e n  th e c e n s u s e s  is a m u c h  b e t t e r  p r e d i c t o r  f o r  l o n g  r u n  p o p u l a t i o n  

changes. F o r  ex am p l e ,  the t r e n d  b e t w e e n  the 1960 a nd 1970 c e n s u s e s  is 

2.91%, w h i l e  b e t w e e n  t he  1970 and 1980 c e n s u s e s  it is 2.84%.

T h e  a n n u a l  p o p u l a t i o n  e s t i m a t e s  p r o v i d e d  b y  t he  U.S. B u r e a u  of the 

Ce n s u s  and b y  A D O L  a r e  b o t h  b e t t e r  e s t i m a t e s  of the  p o p u l a t i o n  at any 

g i v e n  time t h a n  the t r e n d  b e t w e e n  the  cen su se s. In o t h e r  w o r d s ,  b o t h  

t h e s e  e s t i m a t e s  a r e  m o r e  r e s p o n s i v e  tc s h o r t - t e r m  d e m o g r a p h i c  

f l u c t u a t i c n s .  H o w e v e r ,  the a n n u a l  e s t i m a t e s  ar e s u b j e c t  to r e v i s i o n s  

w h i c h  r a i s e s  the i s s u e  of w h e t h e r  or n ot  the a p p r o p r i a t i o n s  limit m u s t  

t h e n  b e  r ev ised. T h e  a n n u a l  e s t i m a t e s  of the U.S. B u r e a u  of C e n s u s  are 

p r o d u c e d  f o r  t he  s p e c i f i c  p u r p o s e  o f  a l l o c a t i n g  f u n d s  u n d e r  f e d e r a l  

r e v e n u e  s h a r i n g  pr o g r a m s .  C h a n g e s  in, or  e l i m i n a t i o n  of, t h e s e  p r o g r a m s  

m a y  l e a d  to c h a n g e s  in, or e l i m i n a t i o n  of, the p o p u l a t i o n  e s t i m a t e s .  

A n n u a l  p o p u l a t i o n  e s t i m a t e s  of ADOL, a l t h o u g h  c e r t i f i e d  b y  th e f e d e r a l  

g o v e r n m e n t ,  m a y  n o t  m e e t  t he  " f e d e r a l  i n d i c e s "  c r i t e r i a  r e q u i r e d  b y  the 

c o n s t i t u t i o n a l  a me nd m e n t .  In a d d i ti on , A D O L  p o p u l a t i o n  e s t i m a t e s  in  the 

past  h a v e  b e e n  e r r a t i c  in b o t h  a c c u r a c y  and  sc hedule.
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F O O T N O T E S ;

1. T h e  w e i g h t  of e m p l o y e e  c o m p e n s a t i o n  in the Gov't. P u r c h a s e s  i n d e x  

is 58%; t h e  r e m a i n i n g  42 % is th e w e i g h t  fo r du r a b l e s ,  n o n - d u r a b l e s ,  

s e r v i c e s  a n d  s tr u c t u r e s .

2. T h e  t r e n d  m a y  b e  c a l c u l a t e d  in t h r e e  d i f f e r e n t  ways. T h e  

c o n t i n u o u s l y  c o m p o u n d e d  ra t e  of c h a n g e  is th e m o s t  a p p r o p r i a t e  

m e t h o d  b e c a u s e  it r e c o g n i z e s  that p o p u l a t i o n  is a c o n t i n u o u s l y  

c h a n g i n g  p h e n o m e n o n .  T h e  o t h e r  m e t h o d s  i m p l i c i t l y  a s s u m e  t h a t  

p o p u l a t i o n  is c o n s t a n t  for a y e a r  and t he n  s u d d e n l y  i n c r e a s e s  or 

d e c r e a s e s  e v e r y  J a n u a r y  1st.

3. It s h o u l d  b e  n o t e d  t h a t  t h e r e  w a s  w i d e s p r e a d  f e e l i n g  a m o n g s t  

c o m m u n i t i e s  in A l a s k a  and e l s e w h e r e  that the 1980 f e d e r a l  c e n s u s  

u n d e r e s t i m a t e d  t h e i r  p o p u l a t i o n .  H o w e v e r ,  a p p e a l s  a n d / o r  c o u r t  

l i t i g a t i o n  h a s  n o t  so f ar r e s u l t e d  i n  a r e v i s i o n  of a n y  of the 

c e n s u s  numbers .

4. T h e  c o n t i n u o u s l y  c o m p o u n d e d  r a t e  of change.
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’■by-

82
83
84
85

$2,500
2,770
3,051
3,164

= $2,500 
= 2,700
= 3,051

X
X
X

(1 + .02837) X (1 + .07750)
(1 + .02337) X (1 + .07111)
(1 + .02837) X (1 + .00835)

3 /
p-y Rounded to nearest million. 
— I Rate of p o p ulation change. 
—  Rate of inflation.
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Estimation of rate of population change (lines 20 - 23)
•V • •• • . •
f  .028317 = 1/10 X ln (401,851/302,583)

E s t imation of rate of inflation (lines 15 - 19)

Rate of Change

(246.1/228.4) - 1 = .07750
(263.6/246.1) - 1 = .07111
(265.8/263.6) - 1 = .00835
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TO: Honorable A1 Adams, Chairman
House Finance Committee

FROM: P.S. Dhillon, Economist
Legislative Finance Division

DATE: January 31, 1984

S U B J E C T : CSHB 524 (Jud) - Constitutional Appropriation Limit

The amendment to HB 524 adopted by the House Judiciary 
Committee substitutes the word "product" for "sum" on line 13.
As a result, the multiplicative formula must be used in calculating 
the limit instead of the additive formula. A comparison of the 
dollar impact of this change is as follows (in $ m i l l i o n s ) :

CSHB 524 
Multiplicative 

(1)

HB 524 
A d d i t i v e 2 

(2)
Difference 
(1) - (2)

FY 82 
FY 83 
FY 84 
FY 85

2500.0 
2770.3 
3051.5 
3.1 *54.2

2500.0
2764.7
3039.8 
3151.4

0
5.6

11.7
12.8

Assuming a 5.0 percent inflation adjustment and a 2.84 
percent population adjustment for the period FY 86 through FY 90, 
the multiplicative formula results in a limit for FY 90 which is 
$49.2 million higher than the additive formula.
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-  C o n s t i t u t i o n a l  A p p r o p r i a t i o n  L i m i t

•^The limit under CSHB 524, using the multiplicative formula, 
is calculated as follows:

FY 82 
FY 83 
FY 84 
FY 85

2500.0 
2770., 3 
30y'1.5 
3164.2

2500.0 x (1+0.0284) x (1+0.0775) 
2770.3 x (1+0.0284) x (1+0.0711) 
3051.5 x (1+0.0284) x (1+0.0083)

2The limit under HB 524 using the additive formula is calculated 
as follows:

FY 82 : 2500.0
FY 83 : 2764.7 = 2500.0 x
FY 84 : 3039.8 = 2764.7 x
FY 85 : 3151.4 = 3039.8 x

[(1+ (0.0284 + 
[(1+ (0.0284 + 
[ ( 1 + ( 0 . 0 2 8 4  +

0.0775)]
0.0711)]
0.0083)]

NOTE: The population adjustment (2.84%) is the continuously
compounded rate of change between the 1970 and 1980 
decennial census population estimates. The inflation 
adjustment is the July to July change in the 
Anchorage CPI-U.



M E M O R A N D U M S t a t e  o f  A l a s k a

TO:

F R O M :

John Shively, Chief of Staff d a t e : January 4, 19 84
Office o f  the Governor

FILE NO: 84B-1

T E L E P H O N E  NO: 465-3568

Gordon S. Harrison s u b j e c t : Appropriation Limit
As s o c i a t e  Director
Office of Man a g e m e n t  and Budget

This m e m o r a n d u m  discusses the complexities of interpreting the 
State's constitutional limit on appropriations (Article IX, 
Section 16). It recommends an explicit meth o d  of calculating 
the limit. This m e t h o d  wo u l d  b e  u s e d  to calculate the limit 
for fiscal y e a r  1985 and subsequent years as well, provided 
l e gislation is not enacted w h i c h  specifies a different method. 
Dr. T o m  C h e ster of this office has provi d e d  much of the back­
ground information in this memo, and he has made the actual 
m a t h e m a t i c a l  computations.

The c o nstitutional language that creates a p r o b l e m  of interpre­
tation is "appropriations . . .  shall not exceed $2,500,000,000 
b y  m o r e  than the cumulative change, derived from federal 
indices as p r e scribed by law, in population and inflation since 
Ju l y  1, 1981." The Legislature has not passed a law prescrib­
ing w h i c h  Federal indices are to be u s e d  and how. Several 
m a j o r  ambiguities, complications and issues stand in the \ray of 
an easy, straightforward interpretation of this language.
These are discussed below, and a recommended approach to each 
of t h e m  is suggested.

Period of Adju s t m e n t  to Base

,4
The law states that the limit of $2.5 bill i o n  is to be adjusted 
for the cumulative change in pop u l a t i o n  and inflation since 
July 1', 1981. Does this m e a n  that $2.5 billion is the limit 
for fiscal y e a r  1982 (July 1, 1981 June 30, 1982) or that it 
is the base for calculating the limit for FY 82? In other 
words, should the adjustment for population and inflation be 
made to the beginning of the fiscal y e a r  to which it applies, 
or t h r o u g h  the end of it? The longer the period of time for 
w h i c h  eidjustments are made, the higher the allowable 
appropriations will be in future years.

The intent o f  the limit is to permit per capita spending levels 
to rem a i n  constant over time. In m y  opinion the adjustment 
should include the year in w h i c h  the spending is to take place, 
so the pop u l a t i o n  growth and inflation that occurs during that 
year does- not result in an actual decrease of government 
services in p e r  capita terms. The only contrary argument I see 
is simply that making the adjustment through the end of the
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fiscal y e a r  m a y  give the appearance to some that the Governor 
and L e g islature are manipulating the law to give them a higher, 
less restrictive limit. To avoid the appearance of any trick­
ery in this sensitive matter, I suggest that the adjustment for 
p o p u l a t i o n  and inflation be made only to the beginning of the 
fiscal year.

Indices

The m o s t  comp l e x  question in interpreting the appropriation 
l i mitation language is which index o f  the m a n y  available should 
b e  u s e d  for mak i n g  adjustments to the $2.5 billion base for 
p o p u l a t i o n  and inflationary changes.

Po p u l a t i o n

Ta b l e  1 presents population information for Alaska. This 
i n f o r m a t i o n  suggests three plausible measures of population 
g r o w t h  that could be used for purposes of interpreting the 
spending limit: (1) the average annual population growth that
o c c u r r e d  duri n g  the decade 1970-1980; (2) population change 
b a s e d  on current estimates by the Ala s k a  Department o f  Labor 
(ADOL); (3) population change ba s e d  on current estimates by the 
U.S. Census Bureau (published by the Bureau of Economic 
A n a l y s i s  [BEA]). :

TABLE 1

V arious Population Measures for Alaska

Population Estimate
P o pulation Alaska U.S. Census

Y e a r  Census DOL (% change) Bureau (% change)

1970 308,500.0
•«

1980 419,700.0

1981 435,000.0 416,000.0

1982 461,000.0 (5.98) 443,000.0 (6.49)

1983 - N / A  n /A ‘

The advantage of using the 1970-1980 annual rate of -change1 is
t h a t  the numbers are based on the Federal decennial' -census and
are not n o w  subject to significant revision. Also, derivation 
of the n u m b e r  is simple and easy for people to understand. The 
disad v a n t a g e  of this number, on the other hand, is that it may
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not reflect actual population changes that are occurring in the 
1980s. As a result, it may overstate or understate current 
growth.

The A l a s k a  Department of Labor, Research and Analysis Section, 
ma k e s  pop u l a t i o n  estimates of Alaska for purposes of Federal 
programs. The estimates are derived from methods approved by 
the U.S. Census Bureau, w h i c h  certifies the State numbers. 
Because o f  this link w i t h  U.S. standards and estimating m e t h o d­
ology, I believe the State estimates of population change could 
satisfy the constitutional requirement that the adjustment 
factors b e  "derived from federal indices." However, recent 
depar t m e n t a l  changes have und e r m i n e d  the ability of the State 
to m a k e  timely and accurate population estimates. The prof e s­
sional demographer employed by the D e p artment of Labor recently 
resigned, and no replacement has b e e n  hired at this time.
Also, a reorganization w i t h i n  the Department of Health and 
Social Services has reduced the ability o f  the Department to 
m a k e  vi t a l  statistics available in a timely fashion to the 
Dep a r t m e n t  of Labor. These statistics are necessary for 
e s t i m a t i n g  the natural increase component of population growth. 
As a result >f this situation, and because w e  wou l d  need to 
stretch somewhat the phrase "federal indices'1 to use the State 
p o p u l a t i o n  estimates, x suggest that Federally-published 
estimates of p o p ulation change be used.

Federal population estimates for 19G1 and 1982 are shown in 
Table 1. While the Federal estimates are lower than the State 
estimates, and presumably less accurate, the Federal rate of 
change b e t w e e n  1981 and 1982 is somewhat higher. For purposes 
of calculating an appropriation limit, changes between July 1 
and July 1 of each year should b e  used.

Inflation ' “ •

Several different indices of inflation could plausibly be used 
for calculating the constitutional limit for a particular 
fiscal year. M o s t  commonly discussed are the Federal consumer 
price indices. Currently the Bureau of Labor Statistics (BLS), 
U.S. Department of Labor, produces two basic consumer price 
indices: the All Urban Consumers (CPI-U) and the Urban Wage
Earners and Clerical Workers (CPI-W). CPI-U is a more inclu­
sive definition. CP E - W  primarily m e a sures changes in prices of 
goods t y p ically purchased by urban workers while CPI-U measures 
changes in price of items typically bought by all urban dwell-. 
>ars irrespective of their attachment to the labor force. CPI-u 
covers approximately twice as many persons and in general 
produces an inflation rate higher than that for CPI-W.

BLS produces an Anchorage CPI-U and CPI-W. While the cost of 
living in Anchorage is higher than the U.S. average, the CPI
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indices are higher than the national CPI indices. However/ the 
rate of change in cost of living (inflation) is lower in 
A n c horage than in the U.S. because economies of scale are being 
r ealized in the transportation and distribution of goods. It 
is n o t  known to w h a t  extent the A n c horage CPI indices reflect 
statevride changes. Inflationary change m a y  be slower in 
A n c h o r a g e  vhan the U.S. average, b u t  that m a y  not b e  so in 
Juneau or the b u s h  where m a n y  g o vernment services are provided.

One serious drawback to us i n g  the consumer price indices is a 
change m a d e  b y 2the BIS in me a s u r i n g  the shelter component of 
these indices. This change creates an inconsistency in the 
series from July 1, 1981 to the present, w i t h  the res u l t  that 
the p u b l i s h e d  inflation rate takes a significant dip in 1983. 
The effect of this change is especially dramatic in the Anc h o r­
age c o n sumer price indices because o f  a related change made in 
m e a s u r i n g  housing costs.

The m a j o r  p r o b l e m  w i t h  the CPI series for our purposes, h o w­
ever, is that it measures changes in the cost of a mark e t  
bask e t  o f  goods purchased b y  consumers, not of goods and 
services pur c h a s e d  b y  the State government.

There is a F e d e r a lly-computed inflation index for the cost of 
services provi d e d  b y  state and local governments. The govern­
men t  p u r c h a s e  index is published m o n t h l y  by the Bureau of 
Economic Analysis in a publication titled Current Business 
T r e n d s . Even tho u g h  this is a m e a s u r e  of price changes at the 
national level, the government purchase index seems to be the 
m o s t  logical for o u r  purposes. I recommend that we adopt this 
index, us i n g  the annual point-to-point percentage change 
between July 1 and July 1 of each year.

Table 2 presents rates of change m e a s u r e d  by the various 
indices. The low rates shown for the Anchorage CPI series in 
1983 reflect the p r o b l e m  of definitional change discussed 
above.
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TABLE 2 

Various Rates of Inflation

Fiscal Year

Rate of Change 1980 1981 1982 1983

U.S.A. * , ,

C P I - U 13.20 10.73 7.7 2.43
C P I - W 13.47 10.25 6.29 2.19

G o v e r n m e n t  Purchase Index 9.77 5.70 6.81 6.34

A n c horage
CP I - U

• •«

10.10 7.75 7.11 .83
C P I - W 8.91 7.52 7.2 -.62

Due to change in definition of shelter component.

Estimating in the Absence of Data

C a l c u l a t i o n  o f  the appropriation limit requires a value for 
p o p u l a t i o n  and inflationary change that is not available at the 
time it is needed. Note in Table 1 that population estimates 
are not y e t  available for 1983. We actually need an estimate 
of p o p u l a t i o n  change for 6 months in the future (to July 1, 
1984) to calculate an FY 85 limit. Wh i l e  the publication of 
inflation indices does not lag as m u c h  as the publication of 
p o p u l a t i o n  figures, the p r o b l e m  still exists. There are 
several options for obtaining the m i s s i n g  data; among t h e m  are 
the purchase of an estimate from a national economic fore­
casting firm, and the production of an estimate in-house b y  OMB 
w i t h  an e c o nometric model. Our recommendation, however, is to 
cimply u s e  for the m i s sing number the trend since July 1, 1981. 
That is, the average o f  the annual point-to-point changes since 
July 1, 1981 becomes the m i s s i n g  value. This approach has the 
advantage of not be i n g  subject to manipulation. To av o i d  the 
erosion o f  public credibility, it is important that the G o v e r­
nor and L e g i s l a t u r e  use a m e t h o d  w h i c h  is easily understood and 
reproducible by everyone.

Revised Indxces

Federal indices o f  population and inflation are subject to 
r e v ision by the agency that issues them. This is because the 
figures they release are typically based on survey data, and
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a d d itional information invariably becomes available, or new 
b en c h m a r k s  are used, or errors are discovered, etc. For 
purposes o f  computing the spending limit, the most current 
pu b l i s h e d  estimate available should b e  used, and a mid-year 
a dju s t m e n t  i n  the spending limit should not be made even if 
r e v i s e d  indices are issued.

FY 84 Precedent

W h e n  the Sheffield A d m i n i stration took office in December,
1982, former G o v ernor Hammond's administration had prepared an 
e x e c u t i v e  b u d g e t  for FY 84. This executive budget contained a 
spend i n g  limit calculation of $2.98 billion. The only written 
e x p l a n a t i o n  of this number is a footnote on page 3 of the 
Ex e c u t i v e  Bud g e t  B o o k  that states "...according to the spending 
limit, the FY 84 bud g e t  ceiling could exceed the FY 82 figure 
of $2.5 b i l l i o n  b y  the estimated rate of inflation and popula­
tion growth. For FY 83 our estimate is 10%, hence the FY 83 
base is $2,750.0. The $2.98 billion limit for FY 84 is esti­
ma t e d  to be 8.4% o v e r  the FY 83 base level." Since there is no 
e x p l a n a t i o n  of the assumptions or met h o d  used, I do not see w h y  
this A d m i n i s t r a t i o n  is b o u n d  by w h a t e v e r  those may have been, 
nor b o u n d  to $2.98 billion as a base for calculating the FY 85 
limit. It seems to me that Governor Sheffield and the Legis­
lature m a y  adopt a m e t h o d  that b e s t  comports w i t h  the intent of 
che law and w i t h  logic, even if the m e t h o d  produces a different 
n umb e r  ifrom that u s e d  in FY 1984.
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Appropr i a t i o n  Limit Options

F r o m  the foregoing discussion it should be clear that there are 
t h e o r e t i c a l l y  a large number of possible limit calculations. 
This section presents several options that suggest the range of 
possible outcomes. It also includes the recommended calcu­
lation, w h i c h  is Option 4. In accord w i t h  our earlier recom­
me n d a t i o n  re g a r d i n g  the peri o d  o f  adjustment to the base, all 
of the options shown here assume that the adjustment for 
p o p u l a t i o n  and inflation are made for three years rather than * 
four. A  fourth y e a r  of adjustments w o u l d  add approximately 
$250 m i l l i o n  to the numbers shown. The options are:

Opti o n  1 = ADOL Population and Alaska CPI-U
Option 2 = ADOL Population and Government Services
Opti o n  3 = BLS Population and Alaska CPI-U
Opt i o n  4 = BLS P o p ulation and Government Services
Opti o n  5 = Census* P o p ulation anfl Alaska cpJ..D

Option 6 Census population and Government Services

*
1 9 7 0 - 1 9 8 0  c o m p o u n d  a v e r a g e
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The appropriation limits that result from these options are:

FY Oot i o n  1 Ootion 2 Option 3 Option 4 Option 5 Option

84 3.041 • 3.199 3.062 3.220 2.871 3.020
85 3.356 3.618 3.390 3.654 3.079 3.319
86 3.704 4.092 3.753 4.147 3.301 3.648
87 4.087 4.630 4.156 4.707 3.539 4.010
88 4.509 5.238 4.602 5.343 3.795 4.406

We have analyzed these spending limits in terms of m a x i m u m  
allowable appropriations and available revenue, and the results 
of that analysis are available. However, the focus o f  this 
me m o  has b e e n  the methodological issues surrounding the 
c a lculation of a limit.

GSH/mm
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F O O T N O T E S

1. This change can be expressed, and calculated, in three
ways: as one-tenth the decennial change? as the continuous
annual change? and as the compound annual change. The 
latter (3.126%) is the best measure for the purposes at 
hand.

O n e - t e n t h  the decennial change: (419,700 i) ^ ^ nAr.

(308,500 _ 1 ) /10 “ 3 *6045

C o n tinuous annual change: = p i 9 7 0 E = 3 *07P2

A n n u a l  compound change: P i g 8o = ^1 + r ^t p i970 = 3 *1260

2. The change involved a measure of shelter from the cost of 
m o r tgages and the selling price of homes to the cost of 
rental units.

3. In Anchorage, the BLS began for the first time in 1983 to 
m e a s u r e  A n c horage costs. Prior to this, they simply used 
the costs of housing in w e s t  coast cities of a size similar 
to Anchorage. In describing the effect o f  the new measure, 
the A l a s k a  Department of Labor has written:

F r o m  J a n uary to July of this year the Anchorage 
C o n sumer Price Index registered increases below 
h i storical levels. Dur i n g  the last five months, 
the index's over-the-year change did not exceed 1% 
and, in fact, fell in May. This decline in 
inflation is m i s leading because of methodology 
changes causing inconsistency between 1983 and 
1982 data. Because of this the BLS has 
r e c ommended that in the short term, users of the 
CPI use either 1) & 12 m o n t h  annual average, or 2) 

the U.S. rate? or 3) compare 1983 data only.
L o o k i n g  at the Anchorage CPI this way the index 
has risen 3.2% from January through July. If the 
CPI continues this same trend it will increase 
b e t w e e n  5.0% and 6.0% for the 1983 average.

(Alaska Economic T r e n d s , Alaska Department of Labor, November 
1983, p. 13.)

W h y  was the change made? The Commissioner of the U.S. D e p a r t­
ment  of L a b o r  provides the following reasons. First, the 
former m e t h o d  combined investment and consumption effects upon 
price. The new approach is an attempt to measure only the 
changing cost of consumption. Second, the old met h o d  was based 
upon the assumption of a fixed rate mortgage. Recently, a 
v a r i e t y  of alternatives to a fixed rate mortgage have become
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available. The former method did not take them into account. 
Third, the appearance of seller financing distorted the measure 
since there is no accurate way to detect it. Finally, the 
Fede r a l  Government will be using the index, starting in 1985, 
to index tax brackets. Thus, the m o s t  accurate index possible 
is desired.
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S t a t e  o f  A l a s k a

date: January 19, 1984

FILE NO: 84B-3

465-3568

Spending Limit/HB 524

y!0§

A d o ption of HB 524 w i l l  result 1

. a ,
Fiscal Y e a r  Li m i t  = Prior Limit X

  — — -----------
- ' T W  - "

i ■■ ■■■■
82 $2,500
83 2,765 = $2,500 X
84 3,040 = .. 2,765 X
85 3,151 = 3,040 X

^  Rounded to nearest million.

in the following spending limits: 

(R1 + R2 S J )

(1 + .02837 + .07750)
(1 + .02837 + -.07111) 
(1 + .02837 + .00835)

— j Rate of p o p u l a t i o n  change.
—  Rate o f  inflation.

E s t imation of rate of population change (lines 20 - 23) 

.02837 = 1/10 X ln (401,851/302,583)

E s t imation of rate of inflation (lines 15 - 19)

Month Year CPI-U Rate of Chancre

July 80 228.4 _

July 81 246.1 (246.1/228.4) - 1 = .07750
July 82 263.6 (263.6/246.1) - 1 = .07111
July • 83 265.8 (265.8/263.6) - 1 = .00835

m m

Att a c h m e n t

cc: ^ f h e  Honorable A1 Adams

OJOOlAlRev. 10/79)
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POUCH VI —  ALASKA OFFICE BUILDING
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POUCH WF —  STATE CAPITOL

17, 1984

A d a m s , 
e Finance Committee

.

: Mike Greany, Directoi
Legislative Finance Division

• ‘ • * - . ' ’■ •'{

S U B J : Spending Limit

Legislative Finance Division CP-S. Dhillon) has reviewed 
your draft legislation for the spending limit.

This is to confirm that it produces precisely the same
spending limit as SB 3 2 6  (Ferguson): $ 3 1 5 1 . *4 for FY 8 5 . *

*• • • ... •. • #
V.v' • * • ’> - • •  * •' *. ’ •

The only difference between the two versions is that your's 
removes unnecessary language in Section 1 ( 2 ) .

Limit ($ Millions)

FY 82 
FY 33 
FY 84 
FY 85

$ 2 5 0 0 . 0  
$2764.7 
$3039.8 
$3151.4

$2500.0 X (1 + (0.0284 + 0.0775))
$2764.7 X (1 + (0.0284 + 0.0711))
$3039.3 X (1 + (0.0284 + 0.0083))



I n t r o d u c e d :  1 / 1 8 / 8 4
R e f e r r e d :  J u d i c i a r y  a n d
F i n a n c e

1 IN THE HOUSE BY ADAMS, WARD AND UEHLING

2 HOUSE BILL NO. 524

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act e n t i t l e d :  "An Act r e l a t i n g  to the c o n s t i t u t i o n a l  spending

7 l i m i t ;  and prov id ing  f o r  an e f f e c t i v e  d a t e . "

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * S e c t i o n  1. AS 37.07 i s  amended by adding a new s e c t i o n  to  read:

10 Sec.  37 .07 .075 .  ADJUSTMENT OF APPROPRIATION LIMIT BASE. (a )

11 The a ppropr ia t ion  l im it  o f  §2 ,500 ,000,000 e s ta b l i sh e d  by a r t .  IX, s e c .

12 16 o f  the s ta te  c o n s t i t u t i o n  s h a l l  be cumulat ively ad justed  annually

13 through the end o f  the preceding  f i s c a l  year by the o f f i c e  by the sum

14 o f  the f o l l o w in g  percentages :

15 (1 )  the percentage  annual change, during t h i  f i s c a l  year

16 two years preced ing  each f i s c a l  year,  in the consumer p r i c e  index f o r

17 a l l  urban consumers f o r  the Anchorage Metropol itan Aria  as publ ished

18 by the Bureau o f  Labor S t a t i s t i c s  o f  the United States Department o f

19 Labor; and

20 (2 )  the percentage continuously compounded annual ra te  o f

21 change in estimated popu la t ion  as establ  ished by the Unit id States

22 Census Bureau f o r  the per iod  between the previous  two decenn ia l  cen-

23 suses.

24 (b )  The base date f o r  determining changes in  popu la t ion  and

25 i n f l a t i o n  under (a )  o f  th is  s e c t i o n  i s  July 1, 1981.

26 ( c )  In th is  s e c t i o n  "popu la t ion "  means t o t a l  r es ident  p op u la t ion

27 o f  the s ta te  computed under the method o f  computation used in the most

28 recent  f e d e r a l  decenn ia l  cer.sus.

29 * Sec.  2. This Act takes e f f e c t  immediately in accordance with




