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IN T H E  H O U S E  B Y  T H E  J U D I C I A R Y  C O M M I T T E E

CS F O R  H O U S E  J O I N T  R E S O L U T I O N  NO. 62 ( Judiciary)

I N  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  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

P r o p o s i n g  a n  a m e n d m e n t  to the C o n s t i t u­

tion o f  the S t a t e  of A l a s k a  r e l a t i n g  to 

Che use a n d  e x p e n d i t u r e  o f  s t a t e  mo n e y .  

B S  I T  R E S O L V E D  RY T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OB1 A L A S K A :

* S e c t i o n  1 A r t i c l e  IX, sec. 7, C o n s t i t u t i o n  o f  the State, o f A l a s k a ,  

is a m e n d e d  to read:

S E C T I O N  7. D E D I C A T E D  FUNDS. T h e  p r o c e e d s  of any s t a t e  t a x  or 

l i c e n s e  s h a l l  n o t  he d e d i c a t e d  to a n y  s p e c i a l  p u r p o s e ,  e x c e p t  as

p r o v i d e d  in sec* tion a f S E C T I O N ]  15 and V7 of  this a r t i c l e  or  w h e n

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

p r o g r a m s .  T h i s  p r o v i s i o n  s h a l l  n o t  p r o h i b i t  the c o n t i n u a n c e  o f  .any 

d e d i c a t i o n  for s p e c i a l  p u r p o s e s  e x i s t i n g  u p o n  the d a t e  o f  r a t i f i c a t i o n  

o f  th i s  s e c t i o n  b y  the p e o p l e  o f  A l a s k a .

* Sec. 2. A r t i c l e  IX. sec. 16, C o n s t i t u t i o n  o f  the State, of A l a s k a ,  Is

r e p e a l e d  a n d  r e a d o p t e d  to read:

S E C T I O N  16. A P P R O P R I A T I O N  L I M I T .  A p p r o p r i a t i o n s  o f  m o n e y  f r o m  

s t a t e  s o u r c e s  for a f i s c a l  year, e x c l u d i n g  a p p r o p r i a t i o n s  to the 

p e r m a n e n t  fund, m a y  n o t  i n c r e a s e  b y  m o r e  than f i f t e e n  p e r c e n t  o f  the 

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

year, e x c e p t  as a u t h o r i z e d  b y  s e c t i o n  17 o f  this a r t i c l e *

*  Sec. 3. A r t i c l e  IX, C o n s t i t u t i o n  of  the S t a t e  of A l a s k a ,  is a m e n d e d

b y  a d d i n g  a n e w  s e c t i o n  to read:

S E C T I O N  17. B U D G E T  R E S E R V E  F UND, (a) M o n e y  r e c e i v e d  b y  the 

S t a t e  f r o m  statt- s o u r c e s ,  that is n o t  d e d i c a t e d  or a p p r o p r i a t e d  to the 

p e r m a n e n t  f u n d  a n d  that e x c e e d s  the a p p r o p r i a t i o n  limit i m p o s e d  by
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isection 16 o f  this a r t i c l e ,  s h a l l  b e  d e p o s i t e d  i n  the b u d g e t  r e s e r v e  

f u n d  u n t i l  the b a l a n c e  o f  t h e  r e s e r v e  f u n d  e q u a l s  the a m o u n t  a p p r o p r i­

at e d  f r o m  s t a t e  s o u r c e s  d u r i n g  the p r e c e d i n g  c a l e n d a r  year.

(b) A t  l e a s t  f i f t y  p e r c e n t  of the m o n e y  r e c e i v e d  b y  the State, 

d e s c r i b e d  in (a) c f  this s e c t i o n ,  that e x c e e d s  the m a x i m u m  b a l a n c e  of  

the b u d g e t  r e s e r v e  f u n d  s h a l l  b e  d e p o s i t e d  in the p e r m a n e n t  fund, as 

p r o v i d e d  b y  law. T h e  r e m a i n d e r  o f  a n y  e x c e s s  m o n e y  s h a l l  be  d e p o s i t e d  

in the g e n e r a l  fund. N o t w i t h s t a n d i n g  t h e  a p p r o p r i a t i o n  l i m i t  i m p o s e d  

by  s e c t i o n  16 o f  this art i c l e ,  the e x c e s s  m o n e y  d e p o s i t e d  in the 

g e n e r a l  f u n d  u n d e r  this s u b s e c t i o n  m a y  b e  a p p r o p r i a t e d .

(c) M o n e y  in the b u d g e t  r e s e r v e  f u n d  s hall b e  i n v e s t e d  so as to 

y i e l d  c o m p e t i t i v e  m a r k e t  r a t e s  to the fund. I n c o m e  f r o m  i n v e s t m e n t  of 

the fund s h a l l  be r e t a i n e d  i n  the fund,

(d) If the m o n e y  r e c e i v e d  b y  the State, f r o m  s t a t e  s o u r c e s  i n  a 

f i s c a l  y e a r  is less th a n  tho a m o u n t  a p p r o p r i a t e d  f r o m  s t ate s o u r c e s  

d u r i n g  the p r e c e d i n g  c a l e n d a r  year, m o n e y  m a y  b e  a p p r o p r i a t e d  f r o m  the 

b u d g e t  r e s e r v e  fund. E x c e p t  as o t h e r w i s e  p r o v i d e d  i n  this s e c t i o n ,  

not more: th a n  t w e n t y - f i v e  p e r c e n t  o f  the b u d g e t  r e s e r v e  f u n d  b a l a n c e  

m a y  b e  a p p r o p r i a t e d  for a n y  f i s c a l  year.

(c) N o t w i t h s t a n d i n g  the s p e n d i n g  l i m i t a t i o n s  in this s e c t i o n  o r  

in s e c t i o n  16 of  this a r t i c l e ,  a d d i t i o n a l  a m o u n t s  m a y  b e  a p p r o p r i a t e d  

f r o m  the b u d g e t  r e s e r v e  f u n d  to m e e t  & s t a t e  e m e r g e n c y  d e c l a r e d  b y  the 

g o v e r n o r  as p r e s c r i b e d  by law.

*  Sec. 4. A r t i c l e  XV, C o n s t i t u t i o n  of  the S t a t e  o f  A l a s k a ,  Is a m e n d e d  

b y  a d d i n g  a n e w  s e c t i o n  tc* reads

S E C T I O N  29. E F F E C T I V E  DATE. I f  a m a j o r i t y  o f  t h o s e  v o t i n g  in 

1936 o n  the r e c o n s i d e r a t i o n  o f  the 1932 a m e n d m e n t  l i m i t i n g  a p p r o p r i a­

tion  i n c r e a s e s  a p p r o v e s  the 1982 a m e n d m e n t ,  the 19 8 6  a m e n d m e n t  r e p e a l­

ing and r e & d o p L l n g  s e c t i o n  16 o f  a r t i c l e  I X  t a kes e f f e c t  f o r t y  da y s  
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a f t e r  the c e r t i f i c a t i o n  o f  the 1986 g e n e r a l  e l e c t i o n  r e t u r n s  b y  the 

l i e u t e n a n t  g o v e r n o r .  If a m a j o r i t y  r e j e c t s  the 1982 a m e n d m e n t , the 

1986 arnendraent r e p e a l i n g  and r e n d o p t i n g  s e c t i o n  16 o f  a r t i c l e  I X  takes 

e f f e c t  t h i r t y  da y s  a f t e r  c e r t i f i c a t i o n  of the 1 9 8 6  g e n e r a l  e l e c t i o n  

r e t u r n s .

*  Sec. 5. T h e  a m e n d m e n t s  p r o p o s e d  b y  thia r e s o l u t i o n  s h a l l  be  p l a c e d  

b e f o r e  t h e  v o t e r s  o f  the s t a t e  a t  the n e x t  g e n e r a l  e l e c t i o n  in  c o n f o r m i t y  

w i t h  art. XIII, sec. 1, C o n s t i t u t i o n  o f  the S t a t e  of A l a s k a ,  a n d  t h e  e l e c­

tion laws of the state.
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I n t r o d u c e d :  1 / 2 4 / S 5
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

3 Y  TIIE R U L E S  C O M M I T T E E  BY  
IN T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

H O U S E  J O I N T  R E S O L U T I O N  NO. 62 

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  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

P r o p o s i n g  an a m e n d m e n t  t o  the C o n s t i t u­

t i o n  o f  the S t a t e  o f  A l a s k a  r e l a t i n g  to 

the u s e  a n d  e x p e n d i t u r e  of s t a t e  m o n e y .  

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 :

*  S e c t i o n  1. A r t i c l e  IX, sec. 7, C o n s t i t u t i o n  o f  the S t a t e  of A l a s k a ,  

is a m e n d e d  to read:

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  p r o c e e d s  of a n y  s t a t e  t a x  or 

l i c e n s e  s h a l l  n o t  b e  d e d i c a t e d  to a n y  s p e c i a l  pur p o s e ,  e x c e p t  as 

p r o v i d e d  in s e c t i o n s [SECTION] 15 a n d  17 o f  this a r t i c l e  or w h e n  

r e q u i r e d  by the f e d e r a l  g o v e r n m e n t  for s t a t e  p a r t i c i p a t i o n  in f e d e r a l  

p r o g r a m s .  T h i s  p r o v i s i o n  s h a l l  not p r o h i b i t  the c o n t i n u a n c e  of a n y  

d e d i c a t i o n  for s p e c i a l  p u r p o s e s  e x i s t i n g  u p o n  the d a t e  of r a t i f i c a t i o n  

o f  th i s  s e c t i o n  b y  the p e o p l e  o f  Alas k a .

* Sec. 2 . A r t i c l e  IX, sec. J6, C o n s t i t u t i o n  of  the S t a t e  o f  A l a s k a ,  is 

r e p e a l e d  a n d  r e a d o p t e d  to read:

S E C T I O N  16. A P P R O P R I A T I O N  LIMIT. A p p r o p r i a t i o n s  of m o n e y  f r o m  

s t a t e  s o u r c e s  for a f i s c a l  y e a r  m a y  n o t  i n c r e a s e  b y  m o r e  t h a n  15 

p e r c e n t  of the a m o u n t  a p p r o p r i a t e d  f r o m  s t a t e  s o u r c e s  d u r i n g  the 

p r e c e d i n g  c a l e n d a r  year, e x c e p t  as a u t h o r i z e d  by  sec. 17 o f  this 

art i c l e .

* Sec. 3. A r t i c l e  IX, C o n s t i t u t i o n  of  the S t a t e  o f  A l a s k a ,  is a m e n d e d  

b y  a d d i n g  u n e w  s e c t i o n  to read:

S E C T I O N  17. B U D G E T  R E S E R V E  FUND. (a) M o n e y  r e c e i v e d  b y  the 

s t a t e  f r o m  s t a t e  s o urces, w h i c h  is not d e d i c a t e d  to the A l a s k a  p e r m a n­

ent f u n d  a n d  w h i c h  e x c e e d s  the a p p r o p r i a t i o n  l i m i t  i m p o s e d  by sec. 16
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of this a r t i c l e ,  m u s t  be  d e p o s i t e d  in the A l a s k a  b u d g e t  r e s e r v e  fund 

u n t i l  the b a l a n c e  of the r e s e r v e  f u n d  e q u a l s  the a m o u n t  a p p r o p r i a t e d  

f r o m  s t a t e  s o u r c e s  d u r i n g  the p r e c e d i n g  c a l e n d a r  year,

r* »

(b) A p o r t i o n  or t h e  m o n e y  r e c e i v e d  b y  the state, d e s c r i b e d  in 

(a) o f  this s e c t i o n ,  w h i c h  e x c e e d s  the m a x i m u m  b a l a n c e  of t h e  fu n d  

m u s t  b e  d e p o s i t e d  i n  the A l a s k a  p e r m a n e n t  fund, as p r o v i d e d  b y  law. 

T h e  r e m a i n d e r  o f  a n y  e x c e s s  m o n e y  m u s t  b e  d e p o s i t e d  i n  the g e n e r a l  

fund. N o t w i t h s t a n d i n g  t h e  a p p r o p r i a t i o n  l i m i t  i m p o s e d  b y  sec. 16 of 

this a r t i c l e ,  the e x c e s s  m o n e y  d e p o s i t e d  i n  t h e  g e n e r a l  fund m a y  be 

a p p r o p r i a t e d .

(c) M o n e y  in the b u d g e t  r e s e r v e  f u n d  m u s t  b e  i n v e s t e d  so as to 

y i e l d  c o m p e t i t i v e  market, r a t e s  to the fund. I n c o m e  f r o m  i n v e s t m e n t  of 

the fund m u s t  b e  r e t a i n e d  in the fund.

(d) If the g o v e r n o r  d e t e r m i n e s  th a t  the m o n e y  v- ;eived b y  the

s t a t e  f r o m  s t a t e  s o u r c e s  in a f i s c a l  y e a r  is less t h a n  the a m o u n t

a p p r o p r i a t e d  f r o m  s t a t e  s o u r c e s  d u r i n g  the p r e c e d i n g  c a l e n d a r  year, 

m o n e y  m a y  b e  s p e n t  f r o m  t h e  b u d g e t  r e s e r v e  fund, as p r o v i d e d  b y  law. 

E x c e p t  as o t h e r w i s e  p r o v i d e d  in this s e c t i o n ,  n o t  m o r e  t h a n  25 p e r c e n t  

of the b u d g e t  r e s e r v e  f u n d  b a l a n c e  m a y  be s p e n t  f o r  a n y  f i s c a l  year.

(e) N o t w i t h s t a n d i n g  a n y  s p e n d i n g  l i m i t a t i o n s  i n  this s e c t i o n  or 

In sec. 16 o f  t h i s  a r t i c l e ,  the g o v e r n o r  m a y  s p e n d  a d d i t i o n a l  a m o unts 

f r o m  the b u d g e t  r e s e r v e  f u n d  to m e e t  a  s t a t e  e m e r g e n c y  d e c l a r e d  b y  the 

g o v e r n o r ,  as p r e s c r i b e d  b y  law.

*  Sec. 4. A r t i c l e  XV, C o n s t i t u t i o n  o f  the S t a t e  o f  A l a s k a ,  is a m e n d e d

b y  a d d i n g  a n e w  s e c t i o n  to read:

S E C T I O N  29. F I R S T  Y E A R  O F  1906 R E V I S E D  A P P R O P R I A T I O N  L I M I T A T I O N .  

In d e t e r m i n i n g  the l i m i t a t i o n  u n d e r  art. IX, see. 16, as a m e n d e d  in 

1986, an  a p p r o p r i a t i o n  to the p e r m a n e n t  fund, m a d e  in c a l e n d a r  y e a r  

1986, is n o t  to be i n c l u d e d .

_o_
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B.ILL SHEFFIELD
, GLlvERNDR

S t a t e  o f  A l a s k a
office OF THE g o v e r n o r 
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J a n u a r y  2 4 ,  1 9 8 6

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  

S p e a k e r  o f  t h e  H o u s e  

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

P . O .  B o x  V 

J u n e a u ,  AK 9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a  j o i n t  r e s o l u t i o n  p r o p o s i n g  
a m e n d m e n t s  t o  t h e  A l a s k a  C o n s t i t u t i o n  r e l a t i n g  t o  a  b u d g e t  

r e s e r v e  f u n d  a n d  a n  a p p r o p r i a t i o n  l i m i t ,  a n d  a  b i l l  t o  

i m p l e m e n t  t h e  j o i n t  r e s o l u t i o n .

I  am p l a c i n g  t h e  b i l l  i m p l e m e n t i n g  t h e  p r o p o s e d  c o n s t i t u ­

t i o n a l  a m e n d m e n t s  b e f o r e  t h e  l e g i s l a t u r e  d u r i n g  t h i s  s e s s i o n  

t o  e n s u r e  t h a t  l e g i s l a t o r s  a n d  v o t e r s  f a c i n g  t h a t  p r o p o s a l  
i n  t h e  1 9 8 6  g e n e r a l  e l e c t i o n  u n d e r s t a n d  t h e  s c o p e ,  d e t a i l s ,  

a n d  i m p l i c a t i o n s  o f  t h e  a m e n d m e n t s .

T h e  b i l l  w o u l d  t a k e  e f f e c t  f o l l o w i n g  v o t e r  a p p r o v a l  o f  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 s .  A t  t h a t  t i m e ,  A S  3 7 . 0 5 . 1 5 9 ,  

e s t a b l i s h i n g  w h a t  i s  c o m m o n l y  k n o w n  a s  t h e  " r a i n y  d a y  f u n d , "  

w o u l d  b e  r e p e a l e d  a n d  r e p l a c e d  b y  a n ew  s t a t u t e  e s t a b l i s h i n g  
t h e  b u d g e t  r e s e r v e  f u n d .  T h e  b a l a n c e  o f  t h e  m o n e y  i n  t h e  
r a i n y  d a y  f u n d  w o u l d  f o l l o w  t h e  c o n s t i t u t i o n a l  a n d  s t a t u t o r y  

c h a n g e  a n d  w o u l d  b e  t r a n s f e r r e d  t o  t h e  b u d g e t  r e s e r v e  f u n d  
a t  t h a t  t i m e .  T h e  b u d g e t  r e s e r v e  f u n d  i s  d e s i g n e d  t o  m e e t  

r e v e n u e  c o n t i n g e n c i e s  c o n t e m p l a t e d  b y  t h e  r a i n y  d a y  f u n d  a s  

w e l l  a s  b r o a d e r  r e v e n u e  s t a b i l i t y  n e e d s .

A t  t h e  o u t s e t ,  i t  m u s t  b e  e m p h a s i z e d  t h a t  t h e  b u d g e t  r e s e r v e  
f u n d  i s  v e r y  d i f f e r e n t  i n  p u r p o s e  a n d  f u n c t i o n  f r o m  f o r w a r d  
f u n d i n g  a n d  c a s h - b a s e d  b u d g e t i n g  p r o p o s a l s .  We h a v e  c a r e ­
f u l l y  e v a l u a t e d  a l l  t h e s e  o p t i o n s ,  a n d  we b e l i e v e  t h a t  t h e  

b u d g e t  r e s e r v e  f u n d  i s  t h e  f i s c a l  m a n a g e m e n t  t o o l  t h a t  i s  
b e s t  s u i t e d  t o  t h e  S t a t e ' s  s i t u a t i o n .  T h i s  f u n d  s e e k s  t o



d a m p e n  a n n u a l  b u d g e t  swings. N e i t h e r  f o r w a r d  f u n d i n g  nor 
c a s h - b a s e d  b u d g e t i n g  p r o t e c t  us from a n n u a l  b u d g e t  f l u c t u a­
ti o n s  c a u s e d  b y  v o l a t i l i t y  in w o r l d  o i l  m a r k e t s .

T h e  b u d g e t  r e s e r v e  fund w o r k s  in the f o l l o w i n g  m a n n e r .  In 
y e a r s  o f  r i s i n g  r e v e n u e s ,  as s p e c i f i e d  in the c o n s t i t u t i o n a l  
a m e n d m e n t s ,  a p p r o p r i a t i o n s  are l i m i t e d  to 115 p e r c e n t  of 
a p p r o p r i a t i o n s  m a d e  d u r i n g  the p r e c e d i n g  c a l e n d a r  year. A n y  
s u r p l u s  m o n e y  a b o v e  the 115 p e r c e n t  l i mit is u s e d  f irst tc 
r e p l e n i s h  the b u d g e t  r e s e r v e  fund; any r e m a i n i n g  s u r p l u s  is 
th e n  d i v i d e d  b e t w e e n  d e p o s i t s  to the p e r m a n e n t  fund a n d  to 
the g e n e r a l  fund. In y e a r s  o f  r e v e n u e  d e c l i n e ,  as s p e c i f i e d  
in the c o n s t i t u t i o n a l  a m e n d m e n t s  and p r o p o s e d  s t a t u t e ,  m o n e y  
is m a d e  a v a i l a b l e  fr o m  the b u d g e t  r e s e r v e  fund in an a m o u n t  
t h a t  b r i n g s  a p p r o p r i a t i o n s  up  to 95 p e r c e n t  o f  the a p p r o p r i­
at i o n s  in the p r e c e d i n g  c a l e n d a r  year, or  an a m o u n t  that 
e q u a l s  no m o r e  t h a n  25 p e r c e n t  o f  the f u n d ' s  bal a n c e ,  
w h i c h e v e r  is less.

T h e s e  two o p e r a t i o n s  of  the b u d g e t  r e s e r v e  fund w i l l  p r o v i d e  
a s m o o t h e r  e x p e n d i t u r e  p a t t e r n  o v e r  the y e a r s  t h a n  w o u l d  
r e s u l t  fr o m  the f l u c t u a t i o n s  o f  p e t r o l e u m  r e v e n u e  alone. 
T h i s  is b e c a u s e ,  in h i g h  r e v e n u e  years, r e v e n u e  i n c r e a s e s  
w i l l  f l o w  into the b u d g e t  r e s e r v e  fund for s u b s e q u e n t  a p p r o­
p r i a t i o n  d u r i n g  y e a r s  o f  r e v e n u e  d e cline, b u f f e r i n g  f l u c­
t u a t i o n s  in the s t a t e ' s  r e v e n u e  s t r e a m  c a u s e d  b y  p e t r o l e u m  
p r i c e  v a r i a t i o n s .  The u p p e r  limit to a p p r o p r i a t i o n s  (the 
115 p e r c e n t  level) w i l l  p r o v i d e  an e f f e c t i v e  a p p r o p r i a t i o n  
limit, in c o n t r a s t  w i t h  the i n e f f e c t i v e  limit n o w  in our 
c o n s t i t u t i o n .  We w i l l  t h e r e f o r e  have a m e a n i n g f u l  c o n s t i­
t u t i o n a l  s p e n d i n g  l i m i t  as d e s i r e d  by the p e o p l e  of  Alaska.

B o t h  the j o int r e s o l u t i o n  a n d  the bi l l  s p e c i f y  that the 
a p p r o p r i a t i o n  l i mit a p p l i e s  o n l y  to u n r e s t r i c t e d  g e n e r a l  
fund m o n e y  a n d  to e x p e n d i t u r e s  from the u n d i s t r i b u t e d  income 
a c c o u n t  o f  the p e r m a n e n t  fund (except for a d e p o s i t  of that 
m o n e y  to the p e r m a n e n t  fund m a d e  in 1986). In turn, "money
r e c e i v e d "  by the s t a t e  i n c l u d e s  o n l y  m o n e y  in the u n d i s­
t r i b u t e d  i n c o m e  a c c o u n t  a n d  u n r e s t r i c t e d  g e n e r a l  fund money. 
E x c l u d e d  from both, for e x a m p l e ,  are fede r a l  r e c e i p t s .  The 
j oint r e s o l u t i o n  and b i l l  a l s o  s p e c i f y  that a p p r o p r i a t i o n s  
for a fis c a l  y e a r  a r e  l i m i t e d  to 115 p e r c e n t  o f  a p p r o p r i a­
tions m a d e  d u r i n g  the p r e c e d i n g  c a l e n d a r  year. The cai-
e n d a r - y e a r  b a s i s  i. u s e d  to e n s u r e  c e r t a i n t y  in the d e t e r­
m i n a t i o n  of a l l o w a b l e  a p p r o p r i a t i o n  levels for the c o m i n g  
fiscal year. It a l s o  a v o i d s  p r o b l e m s  c a u s e d  by s u p p l e m e n t a l  
a p p r o p r i a t i o n s  late in a fiscal year.
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Ne w  AS 37.05. 156 (c), in sec. 1 o f  the bill, a d d r e s s e s  the 
q u e s t i o n  of  h o w  r e a p p r o p r i a t i o n s  s h o u l d  be t r e a t e d  for 
p u r p o s e s  o f  the a p p r o p r i a t i o n  limit. The i n t e n t  o f  that 
p r o v i s i o n  is to d i s t i n g u i s h  b e t w e e n  "old" a n d  "new" money. 
This d i s t i n c t i o n  is n e e d e d  b e c a u s e  it is s o m e t i m e s  d i f f i c u l t  
to d e t e r m i n e  w h e t h e r  a r e a p p r o p r i a t i o n  c o n s i s t s  e n t i r e l y  of 
m o n e y  a p p r o p r i a t e d  in a p r i o r  year, or e x c e e d s  the a m o u n t  o f  
m o n e y  a c t u a l l y  a v a i l a b l e  f r o m  t h o s e  p r i o r  a p p r o p r i a t i o n s ,  
t h e r e b y  e n t a i l i n g  an a p p r o p r i a t i o n  o f  n e w  mo n e y .  A n y  
r e a p p r o p r i a t i o n  n o t  c l e a r l y  i d e n t i f i a b l e  is a l s o  c o n s i d e r e d  
a n e w  a p p r o p r i a t i o n .

The m a x i m u m  b a l a n c e  o f  the b u d g e t  r e s e r v e  fund in any fiscal 
y e a r  e q u a l s  the a m o u n t  o f  g e n e r a l  fund a p p r o p r i a t i o n s
e n a c t e d  d u r i n g  the p r e c e d i n g  c a l e n d a r  year. M o n e y  in e x c e s s  
of the 115 p e r c e n t  l i m i t  is u s e d  to b r i n g  the fund b a l a n c e  
up to the fund's c a p a c i t y .  A p o r t i o n  of the m o n e y  in e x c e s s  
of the b u d g e t  r e s e r v e  fund c a p a c i t y  m u s t  th e n  be d e p o s i t e d  
in the p e r m a n e n t  fund as savings. The b i l l  s p e c i f i e s  th a t  
th a t  p o r t i o n  is 75 p e r c e n t .  The r e m a i n i n g  e x c e s s  (25
percent) m u s t  be d e p o s i t e d  in the g e n e r a l  fund, a n d  is
a v a i l a b l e  for a p p r o p r i a t i o n  ( e f f e c t i v e l y  i n c r e a s i n g  the 115 
p e r c e n t  l i m i t ) . Any o f  that e x c e s s  m o n e y  s u b s e q u e n t l y  
a p p r o p r i a t e d  from the g e n e r a l  fund b e c o m e s  p a r t  o f  the
c a l c u l a t i o n  of  the b a s e  for the ne x t  fiscal year.

The b i l l  s p e c i f i e s  that if g e n e r a l  fund r e v e n u e  in a fi s c a l  
y e a r  falls to a l evel b e l o w  95 p e r c e n t  o f  a p p r o p r i a t i o n s  
m a d e  d u r i n g  the p r e c e d i n g  c a l e n d a r  year, an a m o u n t  m a y  be 
t r a n s f e r r e d  from the b u d g e t  r e s e r v e  fund into the g e n e r a l  
fund. T h a t  t r a n s f e r r a b l e  a m o u n t  is l i m i t e d  to the l e s s e r  of 
(1) the a m o u n t  n e e d e d  to b r i n g  a p p r o p r i a t i o n s  up to the 95 
p e r c e n t  level, or (2) the m a x i m u m  a m o u n t  o f  the fund t h a t  
may be s pent in a fi s c a l  year, w h i c h  is 25 p e r c e n t  o f  the 
b u d g e t  r e s e r v e  fund b alance.

As specified in the joint  resolution,  the budget reserve 
.'und retains i t s  income earnings to help ensure an adequate 
ievel  of  capitalization to meet appropriation demand in 
years of  revenue decline.

The ccr.stitutiora 1 amendments permit expenditures from the 
fund beyme the 115 percent appropriation limit and the 23 
percent fund expenditure limit to meet declared states of 
emergency. The b i i l  c i tes  existing statutory language to 
provide further c la ri f icat i on  of "emergencies."

The constitutional amendments proposed in the joint  resolu­
tion and the implementing statutory provisions together can
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p r o v i d e  e l e c t e d  o f f i c i a l s  w i t h  the t o o l s  o f  s o u n d  fi s c a l  
m a n a g e m e n t ,  a n d  p r o m i s e  to the c i t i z e n s  o f  the s tate a m e a n s  
of  a v o i d i n g  the s o c i a l  a n d  e c o n o m i c  s h o c k s  t h a t  m a y  r e s u l t  
fr o m  e x t r e m e  v o l a t i l i t y  in o u r  r e v e n u e  stream.

A r t i c l e  XV, sec. 27, of the A l a s k a  C o n s t i t u t i o n  n o w  r e q u i r e s  
the l i e u t e n a n t  g o v e r n o r  to p l a c e  on the b a l l o t  in 1986 the 
p r o p o s i t i o n  for the e x i s t i n g  a p p r o p r i a t i o n  l i m i t a t i o n ,  w h i c h  
w a s  a p p r o v e d  b y  the v o t e r s  in 1982 . S ince t h a t  v o t e  w i l l  
o c c u r  at the same e l e c t i o n  as the v o t e  on the a t t a c h e d  
p r o p o s a l ,  t h e r e  is the p o s s i b i l i t y  that b o t h  c o n s t i t u t i o n a l  
p r o v i s i o n s  w o u l d  b e  a p p r o v e d  -- r e s u l t i n g  in a d i r e c t  
c o n f l i c t  b e t w e e n  them. To a v o i d  c o n f u s i o n  a n d  to p r e c l u d e  
l e g a l  q u e s t i o n s  a r i s i n g  as to this l a t e r  a m e n d m e n t ,  w h i l e  
s t i l l  h a v i n g  the l i e u t e n a n t  g o v e r n o r  c o m p l y  w i t h  art. XV, 
sec. 27, the a t t a c h e d  b i l l  (see sec. 2) r e q u i r e s  the l i e u t­
en a n t  g o v e r n o r  to i n c l u d e  an a p p r o p r i a t e  e x p l a n a t i o n  on the 
b a l l o t .  It is e x p e c t e d  th a t  this e x p l a n a t i o n  w i l l  be brief, 
w i t h  some a m p l i f i c a t i o n  in the v o t e r  pamph l e t .

S i n c e r e l y

E
G o v e r n o r
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SUMMARY--BUDGET RESERVE FUND

T h e  b a s i c  p r i n c i p l e s  of G o v e r n o r  S h e f f i e l d ' s  p r o p o s e d  B u d g e t  
R e s e r v e  Fu n d  (B R F ) m a y  be s u m m a r i z e d  as fo l l o w s :

o T h e  B R F  r e p l a c e s  the R a i n y  Day Fund.

o P o t e n t i a l  s o u r c e s  o f  c a p i t a l i z a t i o n  for the B R F  i n c l u d e  
the b a l a n c e  o f  the R a i n y  D a y  Fund, w i n d f a l l  r e v e n u e ,  
r e t a i n e d  B R F  e a r n i n g s ,  a n d  f u t u r e  r e v e n u e  s u r p l u s e s .

o T h e  B R F  a p p r o p r i a t i o n  l i m i t  r e p l a c e s  t h e  e x i s t i n g  a p p r o p­

r i a t i o n  limit.

o T h e  B R F  a p p r o p r i a t i o n  l i m i t  a p p l i e s  o n l y  to u n r e s t r i c t e d  
g e n e r a l  f u n d  r e v e n u e s ,  a n d  d e f i n e s  " B a s e  Y e a r "  as the 
c a l e n d a r  y e a r  p r e c e d i n g  the s t a r t  of a g i v e n  f i s c a l  y ear.

o A n n u a l  a p p r o p r i a t i o n s  a r e  l i m i t e d  to 115 p e r c e n t  of total 
a p p r o p r i a t i o n s  e n a c t e d  d u r i n g  t h e  B a s e  Year.

o If r e v e n u e  r e c e i p t s  in a f i s c a l  y e a r  fall b e l o w  95 p e r­
ce n t  of t o t a l  a p p r o p r i a t i o n s  e n a c t e d  d u r i n g  t h e  Ba s e  
Year, t h e  B R F  p a y s  o u t  the l e s s e r  of t w o  a m o u n t s  for 
g e n e r a l  f u n d  a p p r o p r i a t i o n s :  (a) e n o u g h  to r a i s e  a p p r o p­
r i a t i o n s  to t h e  95 p e r c e n t  level; or, (b) 25 p e r c e n t  of 

the B R F  b a l a n c e .

o If r e v e n u e  r e c e i p t s  in a f i s c a l  y e a r  s u r p a s s  1 1 5  p e r c e n t  
of t o t a l  a p p r o p r i a t i o n s  e n a c t e d  d u r i n g  the B a s e  Year, the 
s u r p l u s  a b o v e  the 115 p e r c e n t  l evel is t r a n s f e r r e d  in t o  

t h e " B R F .

o If a t r a n s f e r  or a n y  o t h e r  e v e n t  c a u s e s  the B R F  b a l a n c e  
to e x c e e d  t h e  B R F ' s  c a p a c i t y  ( a n n u a l l y  set e q u a l  to t o tal 
a p p r o p r i a t i o n s  e n a c t e d  d u r i n g  t h e  B a s e  Year), t h e  e x c e s s  
is d i v i d e d  b e t w e e n  t h e  P e r m a n e n t  F u n d  (75 p e r c e n t )  a n d  
the G e n e r a l  F u n d  (25 p e r c e n t ) .  T h e  l a t t e r  25 p e r c e n t  m a y  
be a p p r o p r i a t e d  w i t h o u t  r e g a r d  to  the 115 p e r c e n t  a p p r o p­
r i a t i o n  limit, b u t  is i n c l u d e d  in c a l c u l a t i o n s  for the 
n e x t  f i s c a l  y e a r ' s  B a s e  Year.

o The b a l a n c e  o f  the B R F  is a c c e s s i b l e  in c a s e s  o f  e m e r g e n­
cies, a s  d e f i n e d  by law.
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Offered: 3/3/86
Referred: Finance

Original sponsor: Ru les/governor

1 IN THE HOUSE B Y  THE JU DI CIA RY COMMITTEE

2 CS FOR HOUSE JOINT RE SO LUT ION NO. 62 (Judiciary)

3 IN THE LE GI SLA TUR E OF THE STATE OF AL AS KA

4 FOURTEENTH LEGISLA TUR E - SECOND SESSION

5 Proposing an amendment to the Constitu-

6 tion of the State of Al as ka relating to

7 the use and expenditure of state money.

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

9 * Section 1. Article IX, sec. 7, Constitution of the State of Alaska,

10 is amended to read:

11 SECTION 7. DEDICATED FUNDS. The proceeds of any state tax or

12 license shall not be dedicated to any special purpose, except as

13 provided in s e ctions [SECTION] 15 and 17 of this article or when

14 required by the federal government for state pa rt icipation in federal

15 programs. This provision shall not prohibit the continuance of any

16 dedication for special purposes existing upon the date of ratification

17 of this section by the people of Alaska.

13 * Sec. 2. Article IX, sec. 16, Co ns tit uti on of the State of Alaska, is

19 repealed and readopted to read:

20 SECTION 16. AP PR OPRIATION LIMIT. Ap propriations of money from

21 state sources for a fiscal year, excluding appropriations to the

22 permanent fund, may not increase by more than fifteen percent of the

23 amount appropriated from state sources during the preceding calendar

24 year, except as authorized by se ction 17 of this article.

25 * Sec. 3. Article IX, Constitution of the State of Alaska, is amended

26 by adding a new section to read:

27 SECTION 17. BUDGET RESERVE FUND. (a) Money received by the

28 State from state sources, that is not dedicated or appropriated to the

29 permanent fund and that exceeds the appropriation limit imposed by

-1- CSHJR 62(Jud)



1 se ction 16 of this article, shall be deposited in the budget reserve

2 fund until the balance of the reserve fund equals the amount appropri-

3 ated from state sources during the preceding calendar year.

4 (b) At least fifty percent of the money received by the State,

5 described in (a) of this section, that exceeds the m a xi mum balance of

6 the budget reserve fund shall be deposited in the permanent fund, as

7 provided by law. The remainder of any excess money shall be deposited

8 in the general fund. No twithstanding the ap pr opriation limit imposed

9 by section 16 of this article, the excess mo ne y de po sit ed in the

10 general fund under this subsection may be appropriated.

11 (c) Money in the budget reserve fund shall be invested so as to

12 yield competitive market rates to the fund. Income from investment of

13 the fund shall be retained in the fund.

14 (d) If the money received by the State from state sources in a

15 fiscal year is less than the amount appropriated from state sources

16 during the preceding calendar year, money may be appropriated from the

17 budget reserve fund. Except as otherwise provided in this section,

18 not more than twenty-five percent of the budget reserve fund balance

19 may be appropriated for any fiscal year.

20 (e) Notwithstanding the spending limitations in this section or

21 in section 16 of this article, additional amounts may be appropriated

22 from the budget reserve fund to meet a state emergency declared by the

23 governor as prescribed by law.

24 * Pcc. 4. Article XV, Constitution of the State of Alaska, is amended

25 by adding a new section to read:

26 SECTION 29. EFFECTIVE DATE. If a majority of those v o ti ng in

27 1986 on the reconsideration of the 1982 amendment limiting appropria-

28 tion increases approves the 1982 amendment, the 1986 amendment repeal-

29 ing and rcadopting section 16 of article IX takes effect forty days

CSHJR 62(Jud) -2-



a f t e r  the c e r t i f i c a t i o n  of the 1 986 g e n e r a l  e l e c t i o n  r e t u r n s  by the 

l i e u t e n a n t  g o v e r n o r .  If  a m a j o r i t y  r e j e c t s  th e  1982 a m e n d m e n t ,  the 

1986 a m e n d m e n t  r e p e a l i n g  a n d  r e a d o p t i n g  s e c t i o n  16 of a r t i c l e  IX t a kes 

e f f e c t  t h i r t y  d ays a f t e r  c e r t i f i c a t i o n  of the 1986 g e n e r a l  e l e c t i c n  

r e t u r n s .

*  Sec. 5. T he a m e n d m e n t s  p r o p o s e d  by  this r e s o l u t i o n  s h all b e  p l a c e d  

b e f o r e  the v o t e r s  of the s t a t e  at t he n e x t  g e n e r a l  e l e c t i o n  in c o n f o r m i t y  

w i t h  art. X I II, sec. 1, C o n s t i t u t i o n  of the S t a t e  of A l a s k a ,  a nd the e l e c­

ti o n  laws of the state.

-3- CSHJR 62(Jud)



Introduced: 1/24/86
Referred: Judiciary and
Finance

BY THE RULES COMMITTEE BY

1 IN THE HOUSE RE QUEST OF THE GOVERNOR

2 HOUSE JOINT RE SO LUT ION NO. 62

3 IN THE LEGISLATURE OF THE STATE OF A L A S K A

4 FOURTEENTH LEGISLA TUR E - SECOND SESSION

5 Proposing an amendment to the Constitu-

6 tion of the State of A l a s k a  relating to

7 the use and expenditure of state money.

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

9 * Section 1. Ar ticle IX, sec. 7, Constitution of the State of Alaska,

10 is amended to read:

11 SECTION 7. DEDICATED FUNDS. The proceeds of any state tax or

12 license shall net be dedicated to any special purpose, except as

13 provided in sections [SECTION] 15 and 17 of this article or w h en

14 required by the federal government for state p a rt ici pat io n in federal

15 programs. This pr ov isi on shall not prohibit the continuance of any

16 dedication for special purposes existing upon the date of ratification

17 of this section by the people of Alaska.

18 * Sec. 2. Article IX, sec. 16, Constitution of the State of Alaska, is

19 repealed and readopted to read:

20 SECTION 16. AP PROPRIATION LIMIT. Appropriations of money from

2 1  state sources for a fiscal year may not increase by more than 15

22 percent of the amount appropriated from state sources during the

23 preceding calendar year, except as authorized by sec. 17 cf this

24 article.

25 * Sec. 3. Arti'- '"’'institution of the State of Alaska, is amended

26 by adding a new sec ad:

27 SECTION 17. BUDGET RE SERVE FUND. (a) Money received by the

28 state from state sources, wh ic h is not dedicated to the Alaska perman-

29 ent fund and which exceeds the appropriation limit imposed by sec. 16

-1- HJR 62



1 of this article, must be deposited in the Alaska budget reserve fund

2 until the balance of the reserve fund equals the amount appropriated

3 from state sources during the pr ec edi ng calendar year.

4 (b) A  po rtion of the money received by the state, described in

5 (a) of this section, wh i c h  exceeds the ma ximum ba lance of the fund

6 must be deposited in the A l as ka permanent fund, as p r ov ide d by law.
I

7 The remainder of any excess money must be deposited in the general

8 fund. Notwithstanding the appropriation limit imposed by sec. 16 of

9 this article, the excess money deposited in the general fund ma y be

J

10 appropriated.

11 (c) Money in the budget reserve fund must be invested so as to

12 yi el d competitive market rates to the fund. Income from investment of

13 the fund must be retained in the fund.

14 (d) If the governor determines that the money received by the

15 state from state sources in a fiscal year is less than the amount

16 appropriated from state sources during the preceding calendar year,

17 mo ne y may be spent from the budget reserve fund, as provided by law.

18 Except as otherwise provided in this section, not more than 25 percent

19 of the budget reserve fund balance may be spent for any fiscal year.

20 (e) No tw ith sta nd ing any spending limitations in this section or

21 in sec. 16 of this article, the governor may spend additional amounts

22 from the budget reserve fund to meet a state emergency declared by the

23 governor, as prescribed by law.

24 * Sec. 4. Article XV, Co ns tit uti on of the State of Alaska, is amended

25 by adding a ne w section to read:

26 SECTION 29. FIRST Y E A R  OF 1986 REVISED AP PROPRIATION LIMITATION.

27 In determining the limitation under art. IX, sec. 16, as amended in

28 1986, an appropriation to the permanent fund, made in calendar year

29 1986, is not to be included.
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1 * Sec. 5. The amendments proposed by this re so lut ion shall be pl ac ed

2 before the voters of the state at the next general election in conformity

3 with art. XIII, sec. 1, Constitution of the State of Alaska, and the elec-

4 tion laws of the state.
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