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T O :  A l l  M e m b e r s

S e n a t e s / R e s o u r c e s  C o m m i t t e e

F R O M :  S t aff//  S e n a t e  R e s o u r c e s  C o m m i t t e e

R E :  S B  4 6 8  " A n  A c t  c r e a t i n g  t h e  R a i l b e l t  e n e r g y  f u n d ;
a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "

S B  4 6 8  w o u l d  e s t a b l i s h  t h e  R a i l b e l t  e n e r g y  f u n d  w i t h i n  t h e  
g e n e r a l  f u n d .  T h e  f u n d  w o u l d  p r o v i d e  g r e a t e r  c o n t r o l  o v e r  
A P A  e x p e n d i t u r e s  b y  r e q u i r i n g  t h a t  t h o s e  e x p e n d i t u r e s  b e  
s u b j e c t  t o  t h e  b u d g e t  p r o c e s s .  W h i l e  t h e  f u n d s  m a y  b e  u s e d  
f o r  R a i l b e l t  e n e r g y  n e e d s ,  S B  4 6 8  d o e s  n o t  r e q u i r e  t h a t  a n y  
s p e c i f i c  a m o u n t  b e  u s e d .  I n t e r e s t  r e c e i v e d  f r o m  m o n e y  i n  t h e  
f u n d  m a y  o r  m a y  n o t  b e  a p p r o p r i a t e d  t o  t h e  f u n d  a n n u a l l y .

S B  4 6 8  is r e l a t e d  t o  S B  338, w h i c h  r e a p p r o p r i a t e s  f u n d s  s p e ­
c i f i c a l l y  d e d i c a t e d  t o  t h e  S u s i t n a  h y d r o e l e c t r i c  p r o j e c t ,  
r e a p p r o p r i a t i n g  t h e m  t o  m e e t i n g  R a i l b e l t  e n e r g y  n e e d s .

A  d i s c u s s i o n  o f  t h e  q u e s t i o n  o f  d e d i c a t e d  f u n d s  i s  a t t a c h e d .

H B  6 9 9  i n  t h e  H o u s e  F i n a n c e  C o m m i t t e e  i s  s i m i l a r .

E n c l o s u r e

M e m o  f r o m  T e r e s a  C r a m e r ,  L e g a l  S e r v i c e s
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SUBJECT:

TO:

FROM:

R a i l b e l t  e n e r g y  f u n d  
( W ork O r d e r  14-2007)

S e n a t o r  A r l i s s  S t u r g u l e w s k i  
Chair, R e s o u r c e s  C o m m i t t e e

T e r e s a  B. C rame 
L e g i s l a t i v e  C o u n s e l

E n c l o s e d  is t h e  d r a f t  b i l l  y o u  r e q u e s t e d  c r e a t i n g  the 
R a i l b e l t  e n e r g y  f u n d  a n d  p e r m i t t i n g  the l e g i s l a t u r e  to 
a p p r o p r i a t e  m o n e y  f r o m  the f u n d  to " a s s i s t  i n  m e e t i n g  
R a i l b e l t  e n e r g y  n e e d s . "

T h e r e  is a q u e s t i o n  c o n c e r n i n g  h o w  t h e  c o n s t i t u t i o n a l  p r o h i­
b i t i o n  a g a i n s t  d e d i c a t i o n  of f u n d s  a p p l i e s  to the fund. 
A r t i c l e  IX, S e c t i o n  7 o f  the A l a s k a  C o n s t i t u t i o n  st a t e s

D E D I C A T E D  FUNDS. T h e  p r o c e e d s  o f  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  p u r 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  15 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  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  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  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  t h e  d a t e  o f  r a t i­
f i c a t i o n  o f  this s e c t i o n  b y  the p e o p l e  o f  A l a ska. 
( S e c t i o n  15 e s t a b l i s h e s  t h e  p e r m a n e n t  fund.)

I f  a s t r i c t  i n t e r p r e t a t i o n  of t h e  p r o h i b i t i o n  in this s e c­
ti o n  is taken, the l e g i s l a t u r e  m a y  n o t  l i m i t  the f u t u r e  u s e  
of  m o n e y  b y  a n  a p p r o p r i a t i o n  to a s p e c i a l  fund. A  m o r e  
r e l a x e d  r e a d i n g  o f  the s e c t i o n  w o u l d  f i n d  t h a t  the 
a p p r o p r i a t i o n  b y  t h e  l e g i s l a t u r e  s e r v e s  to m e e t  the c o n s t i­
t u t i o n a l  o b j e c t i v e  a n d  the a m o u n t  a p p r o p r i a t e d  l o ses its 
s t a t u s  as " p r o c e e d s  o f  a n y  s t a t e  t a x  or l i c e n s e . "  It w o u l d  
r e t a i n  a n y  l i m i t  as to u s e  i m p o s e d  b y  the a p p r o p r i a t i o n .  Of 
course, a f u t u r e  l e g i s l a t u r e  c o u l d  r e p e a l  t h e  r e s t r i c t i v e  
p u r p o s e  a n d  a p p r o p r i a t e  the m o n e y  f o r  a n y  p u r p o s e  it w i s h e d ,  
s i n c e  one l e g i s l a t u r e  m a y  n o t  b i n d  a n o t h e r .
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In S t a t e  v. A l e x , 646 P . 2d 203, at 210, ( A l a s k a  1982), the 
A l a s k a  S u p r e m e  C o u r t  d i s c u s s e s  the p u r p o s e  o f  the a m e n d m e n t  
t h a t  c h a n g e d  the w o r d i n g  of the c o n s t i t u t i o n a l  s e c t i o n  f r o m  
p r o h i b i t i n g  the d e d i c a t i o n  of " a l l  r e v e n u e s "  to the p r e s e n t  
l a n g u a g e  p r o h i b i t i n g  the d e d i c a t i o n  o f  " 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 . "  The c o u r t  n o t e d

T h e  c o m m i t t e e ' s  s p o k e s m a n  s t a t e d  th a t  t h e  p u r p o s e  of 
the p r o p o s e d  a m e n d m e n t  w a s  to a l l o w  for t h e  s e t t i n g  up 
o f  c e r t a i n  s p e c i a l  funds, s u c h  as s i n k i n g  f unds for the 
r e p a y m e n t  o f  bonds, but to p r o h i b i t  the e a r m a r k i n g  of 
a n y  s p e c i a l  t a x  to that s i n k i n g  fund. Thus, the c h a n g e  
d i d  n o t  s e e k  to e x e m p t  some s o u r c e s  o f  r e v e n u e  f r o m  the 
p r o h i b i t i o n ,  b u t  w a s  i n t e n d e d  i n s t e a d  to a l l o w  n e c e s­
sa r y  d e d i c a t i o n  o f  funds o n c e  t h e y  w e r e  r e c e i v e d  a n d ~  
p l a c e d  in  the g e n e r a l  f u n d . R e v i e w  of t h e  c o n v e n t i o n  
d i s c u s s i o n  s h ows th a t  t h e a m e n d m e n t  w a s  n o t  i n t e n d e d  to 
l i m i t  t h e  p r o h i b i t i o n  o f  e a r m a r k i n g .  ( C i t a t i o n s  o m i t­
ted)

T h e  e x a m p l e s  th a t  s u p p o r t  that d e d i c a t i o n  a f t e r  r e c e i p t  
i n c l u d e  r e t i r e m e n t  c o n t r i b u t i o n s  a n d  the p r o c e e d s  o f  b o n d  
sales. It is n o t  c l e a r  w h e t h e r  an  a p p r o p r i a t i o n  for the 
R a i l b e l t  e n e r g y  f u n d  w o u l d  r e c e i v e  s i m i l a r  t r e a t m e n t  b y  the 
c o u r t .

In  a n  o p i n i o n  i s s u e d  N o v e m b e r  30, 1982, the a t t o r n e y  g e n e r a l  
d i s c u s s e d  t h e  c o n s t i t u t i o n a l i t y  o f  " D e d i c a t i o n  of  M o n e y  to 
S p e c i f i c  P u r p o s e s  o n  a C o n t i n u i n g  B a s i s  W h e n  A p p r o p r i a t e d . "  
T h e  o p i n i o n  states, at 12 -13,

A  q u e s t i o n  o f  the p r o p e r  a p p l i c a t i o n  o f  the d e d i c a t e d  
f u n d s  p r o h i b i t i o n  arises w h e n  m o n e y  is a p p r o p r i a t e d  to 
a r e v o l v i n g  l o a n  f u n d  or o t h e r  s p e c i a l  r e s e r v e  f u n d  or 
a c c o u n t .  . . . S p e c i a l  r e s e r v e  f u n d s  i n v o l v e  e s s e n­
t i a l l y  t h e  s e t t i n g  a s i d e  o f  m o n e y  for c e r t a i n  s p e c i f i e d  
f u t u r e  n e e d s  or c o n d i t i o n s  w h i c h  m a y  or m a y  n o t  occur. 
W h e n  t h i s  is done, it m i g h t  b e  a r g u e d  t h a t  the l e g i s l a­
tu r e  h a s  m a d e  a n  i m p e r m i s s i b l e  d e d i c a t i o n  w i t h  r e s p e c t  
to the f u t u r e  u s e  of the m o n e y  p l a c e d  in t h o s e  funds 
a n d  a c c o u n t s .

W e  b e l i e v e  the b e t t e r  v i e w  is th a t  the d e d i c a t i o n  p r o­
h i b i t i o n  does n o t  a p p l y  to m o n e y  o n c e  a p p r o p r i a t e d  b y  
t h e  l e g i s l a t u r e ,  r e g a r d l e s s  o f  w h e t h e r  the a p p r o­
p r i a t i o n  c o n t e m p l a t e s  that t h e  m o n e y  w i l l  b e  expen d e d .  
U s u a l l y  a p p r o p r i a t i o n s  a u t h o r i z e  m o n e y  to b e  spent. In
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o t h e r  cases, h o w e v e r ,  the l e g i s l a t u r e  m a y  p r e f e r  to 
e s t a b l i s h  b y  g e n e r a l  l a w  a c o n t i n u i n g  l o a n  p r o g r a m  a n d  
f i n a n c e  it t h r o u g h  a o n e - t i m e  a p p r o p r i a t i o n  or to 
r e s e r v e  m o n e y  in a s p e c i a l  f u n d  or a c c o u n t  for f u t u r e  
u s e  f o r  l i m i t e d  p u r p o s e s .  A  s t r o n g  a r g u m e n t  c a n  b e  
m a d e  t h a t  m o n e y  o n c e  a p p r o p r i a t e d ,  r e g a r d l e s s  o f  the 
m e c h a n i s m  u t i l i z e d ,  l o ses its c h a r a c t e r  as r e v e n u e  for 
the p u r p o s e  o f  the d e d i c a t e d  f u n d s  p r o h i b i t i o n  b e c a u s e  
the p u r p o s e  o f  the p r o h i b i t i o n ,  i.e., that the l e g i s l a­
ture r e t a i n  c o n t r o l  o v e r  s t a t e  r e v e n u e s , h a s  b e e n  s a t­
isfied. ( C i t a t i o n s  o m i t t e d ,  e m p h a s i s  in o r i g i n a l . )

If the p r e s e n t  l e g i s l a t i o n  is c h a l l e n g e d  in court, a n d  the 
c o u r t  h o l d s  t h a t  the R a i l b e l t  e n e r g y  f u n d  c o n s t i t u t e s  an 
i m p r o p e r  d e d i c a t i o n  o f  f u n d s , it is l i k e l y  t h a t  the r e s u l t  
w i l l  b e  th a t  t h e  R a i l b e l t  f u n d  w i l l  b e  t r e a t e d  as an  a c c o u n t  
in the g e n e r a l  fund, for the l e g i s l a t u r e  to a p p r o p r i a t e  f r o m  
as it sees fit.

If I m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  advi s e .

T C : m k r  
m 4 :048

E n c l o s u r e
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S T A T E  OF A L A S K A  1986 L E G I S L A T I V E  S E S S I O N  

F I S C A L  N O T E

R e v i s i o n  Date:

R E Q U E S T F I S C A L  D E T A I L

B i l l / R e s o l u t i o n  No: SB 468

Title: C r e a t i n K  R a i l b e l t  E n e r g y  F u n d

S p o n s o r : S e n a t e  R e s o u r c e s

A g e n c y  Affected: D e p a r t m e n t  of R e v e n u e  

B R U : T r e a s u r y  M a n a g e m e n t ___________________

Components:.

R e q u e s t o r : S e n a t e  R e s o u r c e s  

Da t e  of Re qu es t: A p r i l  1. 1986

EX P E N D I T U R E S / R E V E N U E S :  ( Thousands of Dollars)

O P E R A T I N G

F Y  86 I FY  87 I F Y  88 I F Y  89 I F Y  90 I F Y  91

J_________ I_______ I________I 1 ■
| P E R S O N A L  S E R V I C E S  

j T R A V E L  

j C O N T R A C T U A L  

j S U P P L I E S  

j E Q U I P M E N T  

j L AN DS & S T R U C T U R E S  

| G R A N T S , C L A I M S  

I M I S C E L L A N E O U S

I

I

i

I T O T A L  O P E R A T I N G

1 C A P I T A L  1 - 1 - 1 - 1 - 1 - 1 -

1 R E V E N U E  1 - 1 - 1 - 1 - 1 - 1 -

FUNDING: ( Th ou san ds  of Dollars)

| G E N E R A L  F U N D  I - 1 - 1 - 1 - 1 - 1 -

I F E D E R A L  F U N D S  I - 1 - 1 - 1 - 1 - 1 -

| O T H E R  I - 1 - 1 - 1 - 1 - 1 -

1 T O T A L  1 - 1 - 1 - 1 - 1 - 1 -

POSITIONS:

| F U L L - T I M E  

j P A R T - T I M E  

I T E M P O R A R Y
I

A N A L Y S I S : A t t a c h  a s e p a r a t e  p a g e  fo r analysis.

P r e p a r e d  By: M i l t  B a r k e r  f t  3
Division: T r e a s u r y

A p p r o v e d  b y  Commis si on er : 

Agency: D e p a r t m e n t  of R e v e h d e

D i s t r i b u t i o n  (by A g e n c y  preparing-'tiscal note): 

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

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  of M a n a g e m e n t  and B u d g e t

I m p a c t e d  Age n c y ( i e s )  p a g e  1 of

Phone: 4 6 5 - 2 3 5 0

Date: A p r i l  1. 1986 

Date: ^ / 1 /  % U

10/25/85
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Introduced: 3/26/86
Referred: Resources and

Finance

IN THE SENATE BY THE RESOURCES COMMITTEE

SENATE BILL  NO. 468 

IN THE LEG IS LAT UR E OF THE STATE OF ALASKA 

FOURT EEN TH  LEG IS LAT UR E - SECOND SESSION 

A BILL

viding for an effective date."

BE IT ENACTED BY THE LE GI SL AT URE  OF THE STATE OF ALASKA:

* Section 1. AS 44.25 is amended by adding a new section to read:

Sec. 44.25.050. R AI LB E L T  ENERGY FUND. There is established in 

the general fund the Railbelt energy fund. The fund consists of money 

appropriated to it by the legislature. The Department of Revenue 

shall man ag e the fund. Interest received on money in the fund shall 

be a ccounted for separately and may be appropriated into the fund 

annually. The legislature may appropriate money from the fund to 

assist in meeti ng  Railbelt energy needs.

* Sec. 2. This Act takes effect immediately in accordance w i t h  AS 01.- 

10.070(c).

-1- SB 468
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O f f e r e d :  4 / 2 5 / 8 6

R e f e r r e d :  R u l e s

Original sponsor: Resources Committee

1 IN THE SENATE BY THE FINANCE COMMITTEE

2 CS FOR SENATE BILL NO. 468 ( F in a n c e )

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For  an  Act  e n t i t l e d :  "An Act  c r e a t i n g  t h e  R a i l b e l t  ene rg y  c o u n c i l ;  and

7 p r o v i d i n g  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. FINDINGS. The l e g i s l a t u r '  f i n d s  t h a t

10 ( 1 )  s t a t e  e n e r g y  p o l i c y  s h o u l d  change  f rom a p o l i c y  o f  a ssuming

11 r e s p o n s i b i l i t y  f o r  p r o v i d i n g  low c o s t  power t o  a p o l i c y  o f  a s s i s t i n g  t h e

12 p r i v a t e  s e c t o r  to  p r o v i d e  a d e q u a t e  power a t  r e a s o n a b l e  c o s t ;

13 ( 2 )  s t a t e  f u n d s  a v a i l a b l e  f o r  e n e rg y  d ev e lo pm e n t  sh o u l d  be u se d

14 as  l e v e r a g e  t o  a s s i s t  i n  f i n a n c i n g  p r o j e c t s  t h a t  u t i l i t i e s  c anno t  f i n a n c e

15 t h e m s e l v e s ;

16 (3 )  u t i l i t i e s  s h o u l d  be e n c o u r a g e d  t o  assume t h e  r e s p o n s i b i l i t y

17 o f  g e n e r a t i n g  r e g i o n a l  power r a t h e r  t h a n  r e l y i n g  on t h e  s t a t e ;

18 (4 )  e n e r g y  p l a n n i n g  and f i n a n c i n g  must  be  e f f i c i e n t  and c o s t -

19 e f f e c t i v e ;

20 (5 )  t h e  R a i l b e l t  e n e rg y  fund  s h o u l d  be u s e d  as  l e v e r a g e  t o

21 d e v e lo p  power s o u r c e s  t h a t  w i l l  meet i n v e s t m e n t  c r i t e r i a .

22 * Sec.  2 .  COUNCIL CREATED. ( a )  The R a i l b e l t  i . . .drgy c o u n c i l  i s  e s t a b -

23 l i s h e d  t o

24 (1 )  recommend how R a i l b e l t  e n e rg y  fu nd s  can  b e s t  be d i r e c t e d  t o
-tfa-

25 meet  t h e  f u t u r e  : . lergy n e e d s  o f  s o uth&e n c r a -l- A la s k a ;

26 (2 )  recommend t h e  b e s t  u n i f i e d  o p t i o n s  f o r  p l a n n i n g ,  f i n a n c i n g ,

27 c o n s t r u c t i n g ,  and m anag ing  power  f a c i l i t i e s ;

28 (3 )  c o o p e r a t e  w i t h  t h e  A la s k a  Power A u t h o r i t y  t o  examine t h e

29 f e a s i b i l i t y  and d e s i r a b i l i t y  o f  s m a l l e r  S u s i t n a  h y d r o e l e c t r i c  p r o j e c t s ;
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1 (4 )  d e t e r m i n e  w h e t h e r  a  r e g i o n a l  u t i l i t y  o r g a n i z a t i o n  cap  o p e r -

2 a t e  t o  t h e  b e s t  i n t e r e s t s  o f  u t i l i t y  consu mers ;

3 (5 )  examine a l t e r n a t i v e s  and recommend t h e  b e s t  method f o r

4 m e e t i n g  p r o j e c t e d  R a i l b e l t  e l e c t r i c a l  e n e rg y  demand;

5 (6 )  recommend w h e t h e r  t h e  1987 l e g i s l a t u r e  s h o u l d  a p p ro v e  su b-

6 m i s s i o n  o f  an  a p p l i c a t i o n  f o r  a  F e d e r a l  Energy R e g u l a t o r y  Commission l i -

7 cense  f o r  a p r o j e c t  i n  t h e  S u s i t n a  R i v e r  b a s i n ;

8 ( 7 )  recommend how t o  r e s t r u c t u r e  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e

9 A la sk a  Power A u t h o r i t y  t o  improve i t s  e f f e c t i v e n e s s  and e f f i c i e n c y ;

10 (8 )  recommend t h e  opt imum t im e  f o r  i n s t a l l i n g  t h e  t h i r d  45

11 megawat t  u n i t  a t  t h t  B r a d l e y  Lake p r o j e c t ;

1.2 (9 )  recommend w h e t h e r  i t  i s  p r e f e r a b l e  t o  i n s t a l l  a  new power

13 i n t e r t i e  b e tw een  Anchorage and Kena i  o r  t o  u p g ra d e  t h e  e x i s t i n g  l i n e ;  and

14 (1 0)  recommend how b e s t  t o  improve and u t i l i z e  A l a s k a ' s  l o n g  t e rm

15 ene rg y  p l a n  u n d e r  AS 4 4 . 8 3 . 2 2 4 .

16 (b )  Membership on t h e  c o u n c i l  c o n s i s t s  o f  two membe r s  a p p o i n t e d  by

17 t h e  g o v e r n o r , ^one~~of~whom must  r e p r e s e n t  an  e n e r g y  s u p p l i e r ^ )  two s e n a t o r s

18 a p p o i n t e d  by t h e  p r e s i d e n t  o f  t h e  s e n a t e ;  two members o f  t h e  h o u se  o f

19 r e p r e s e n t a t i v e  a p p o i n t e d  by t h e  s p e a k e r  o f  t he h o u s e ;  and one r e p r e s e n t a -

20 t i v e  f rom e a c h  o f  t h e  s e v e n  R a i l b e l t  u t i l i t i e s .

21 ( c )  By F e b r u a r y  15,  1987,  t h e  c o u n c i l  s h a l l  r e p o r t  i t s  recommenda-

22 t i o n s  t o  t h e  l e g i s l a t u r e .

23 * Sec.  3 .  T h i s  Act  i s  r e p e a l e d  Ju n e  30,  1987.

24 * Se c .  4 .  T h i s  Act  t a k e s  e f f e c t  im m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . -

25 1 0 . 0 7 0 ( c ) .
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I N  T H E  H O U S E

H O U S E  B I L L  NO.

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

A  3 ILL

F o r  an A c t  e n t i t l e d :  " A n  A c t  c r e a t i n g  t h e  R a i l b e l t  e n e r g y  fund* a n d  p r o­

v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T 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 S  4 4 . 2 5  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  t o  read:

Sec. 4 4 . 2 5 . 0 5 0 .  R A I L B E L T  E N E R G Y  F U N D .  T h e r e  is e s t a b l i s h e d  in 

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

a p p r o p r i a t e d  to it b y  t h e  l e g i s l a t u r e .  T h e  D e p a r t m e n t  o f  R e v e n u e  

s h a l l  m a n a g e  t h e  fund. I n t e r e s t  r e c e i v e d  o n  m o n e y  i n  t h e  f u n d  s h a l l  

b e  a c c o u n t e d  for s e p a r a t e l y  a n d  m a y  b e  a p p r o p r i a t e d  into the f u n d  

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

a s s i s t  i n  m e e t i n g  R a i l b e l t  e n e r g y  n e e d s .

* Sec. 2. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  01.-

1 0 . 0 7 0 ( c ) .
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S U BJECT:

TO:

FROM:

R a i l b e l t  e n e r g y  f u n d  
(Work O r d e r  14-2007)

S e n a t o r  A r l i s s  S t u r g u l e w s k i  
Chair, R e s o u r c e s  C o m m i t t e e

T e r e s a  B. C r a m e  
L e g i s l a t i v e  C o u n s e l

E n c l o s e d  is t h e  d r a f t  b i l l  y o u  r e q u e s t e d  c r e a t i n g  the 
R a i l b e l t  er.ergy f u n d  a n d  p e r m i t t i n g  the l e g i s l a t u r e  to 
a p p r o p r i a t e  m o n e y  f r o m  t h e  f u n d  to " a s s i s t  in m e e t i n g  
R a i l b e l t  e n e r g y  n e e d s . "

T h e r e  is a q u e s t i o n  c o n c e r n i n g  h o w  the c o n s t i t u t i o n a l  p r o h i­
b i t i o n  a g a i n s t  d e d i c a t i o n  of  f u n d s  a p p l i e s  to t h e  fund. 
A r t i c l e  IX, S e c t i o n  7 o f  the A l a s k a  C o n s t i t u t i o n  st a t e s

D E D I C A T E D  FUNDS. T h e  p r o c e e d s  o f  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  p u r 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  15 o f  th i s  a r t i c l e  or 
w h e n  r e q u i r e d  b y  t h e  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  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  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  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  t h e  d a t e  of r a t i­
f i c a t i o n  o f  this s e c t i o n  b y  the p e o p l e  o f  A l a s k a .  
( S e c t i o n  i5 e s t a b l i s h e s  the p e r m a n e n t  fund.)

I f  a s t r i c t  i n t e r p r e t a t i o n  o f  the p r o h i b i t i o n  i n  this s e c­
t i o n  is taken, the l e g i s l a t u r e  m a y  n o t  l i m i t  t h e  f u t u r e  u s e  
o f  m o n e y  b y  a n  a p p r o p r i a t i o n  to a s p e c i a l  fund. A  m o r e  
r e l a x e d  r e a d i n g  o f  the s e c t i o n  w o u l d  f i n d  t h a t  the 
a p p r o p r i a t i o n  b y  the l e g i s l a t u r e  s e r v e s  to m e e t  the c o n s t i­
t u t i o n a l  o b j e c t i v e  a n d  t h e  a m o u n t  a p p r o p r i a t e d  l o s e s  its 
s t a t u s  as " p r o c e e d s  o f  a n y  s t a t e  t a x  or l i c e n s e . "  It w o u l d  
r e t a i n  a n y  l i m i t  as to u s e  i m p o s e d  b y  the a p p r o p r i a t i o n .  Of 
course, a f u t u r e  l e g i s l a t u r e  c o u l d  r e p e a l  the r e s t r i c t i v e  
p u r p o s e  a n d  a p p r o p r i a t e  the m o n e y  f o r  a n y  p u r p o s e  it w i s h e d ,  
s i n c e  o n e  l e g i s l a t u r e  m a y  n o t  b i n d  a n o t h e r .
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In  S t a t e  v. A l e x , 646 P . 2d 203, at 210, ( A l a s k a  1982), the 
A l a s k a  S u p r e m e  C o u r t  d i s c u s s e s  the p u r p o s e  of  the a m e n d m e n t  
th a t  c h a r g e d  the w o r d i n g  of the c o n s t i t u t i o n a l  s e c t i o n  f r o m  
p r o h i b i t i n g  the d e d i c a t i o n  o f  " a l l  r e v e n u e s "  to the p r e s e n t  
l a n g u a g e  p r o h i b i t i n g  the d e d i c a t i o n  o f  " p r o c e e d s  o f  any 
s t a t e  t a x  or l i c e n s e . "  T h e  c o u r t  n o t e d

T h e  c o m m i t t e e ' s  s p o k e s m a n  s t a t e d  t h a t  the p u r p o s e  o f  
the p r o p o s e d  a m e n d m e n t  w a s  to a l l o w  for the s e t t i n g  up 
o f  c e r t a i n  s p e c i a l  funds, s u c h  as s i n k i n g  f u nds for the 
r e p a y m e n t  of bonds, b u t  to p r o h i b i t  the e a r m a r k i n g  o f  
a n y  s p e c i a l  t a x  to th a t  s i n k i n g  fund. Thus, the c h a n g e  
did n o t  s e e k  to e x e m p t  some s o u r c e s  o f  r e v e n u e  f r o m  the 
p r o h i b i t i o n ,  b u t  w a s  i n t e n d e d  i n s t e a d  to a l l o w  n e c e s­
sa r y  d e d i c a t i o n  o f  f u n d s  o n c e  t h e y  w e r e  r e c e i v e d  a n d  
p l a c e d  in the g e n e r a l  f u n d . R e v i e w  of the c o n v e n t i o n  
d i s c u s s i o n  shows th a t  the a m e n d m e n t  w a s  n o t  i n t e n d e d  to 
l i m i t  the p r o h i b i t i o n  o f  e a r m a r k i n g .  ( C i t a t i o n s  o m i t­
ted)

T h e  e x a m p l e s  that s u p p o r t  t h a t  d e d i c a t i o n  a f t e r  r e c e i p t  
i n c l u d e  r e t i r e m e n t  c o n t r i b u t i o n s  a n d  the p r o c e e d s  o f  b o n d  
sales. It is n o t  c l e a r  w h e t h e r  a n  a p p r o p r i a t i o n  for the 
R a i l b e l t  e n e r g y  f u n d  w o u l d  r e c e i v e  s i m i l a r  t r e a t m e n t  b y  the 
c o u r t .

In  an o p i n i o n  i s s u e d  N o v e m b e r  30, 1982, the a t t o r n e y  g e n e r a l  
d i s c u s s e d  the c o n s t i t u t i o n a l i t y  o f  " D e d i c a t i o n  of  M o n e y  to 
S p e c i f i c  P u r p o s e s  on  a C o n t i n u i n g  B a s i s  W h e n  A p p r o p r i a t e d . "  
T h e  o p i n i o n  states, at 12 -13,

A  q u e s t i o n  o f  the p r o p e r  a p p l i c a t i o n  o f  the d e d i c a t e d  
f unds p r o h i b i t i o n  a r i s e s  w h e n  m o n e y  is a p p r o p r i a t e d  to 
a r e v o l v i n g  loan f u n d  or o t h e r  s p e c i a l  r e s e r v e  fu n d  or 
ac count. . . . S p e c i a l  r e s e r v e  f u n d s  i n v o l v e  e s s e n­
t i a l l y  the s e t t i n g  a s i d e  of  m o n e y  f o r  c e r t a i n  s p e c i f i e d  
f u t u r e  n e e d s  or c o n d i t i o n s  w h i c h  m a y  or m a y  n o t  occur. 
W h e n  this is done, it m i g h t  b e  a r g u e d  that the l e g i s l a­
tur e  has m a d e  an  i m p e r m i s s i b l e  d e d i c a t i o n  w i t h  r e s p e c t  
to the f u t u r e  u s e  o f  the m o n e y  p l a c e d  in t h o s e  funds 
a n d  a c c o u n t s .

W e  b e l i e v e  the b e t t e r  v i e w  is th a t  t h e  d e d i c a t i o n  p r o ­
h i b i t i o n  does n o t  a p p l y  to m o n e y  o n c e  a p p r o p r i a t e d  b y  
the l e g i s l a t u r e ,  r e g a r d l e s s  o f  w h e t h e r  the a p p r o­
p r i a t i o n  c o n t e m p l a t e s  t h a t  the m o n e y  w i l l  b e  e x p e n d e d .  
U s u a l l y  a p p r o p r i a t i o n s  a u t h o r i z e  m o n e y  to b e  spent. In
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o t h e r  cases, h o w e v e r ,  the l e g i s l a t u r e  m a y  pr e f e r  to 
e s t a b l i s h  b y  g e n e r a l  l a w  a c o n t i n u i n g  l o a n  p r o g r a m  a n d  
f i n a n c e  it t h r o u g h  a o n e - t i m e  a p p r o p r i a t i o n  or to 
r e s e r v e  m o n e y  in a s p e c i a l  f u n d  or a c c o u n t  for f u t u r e  
u s e  f o r  l i m i t e d  p u r p o s e s .  A  s t r o n g  a r g u m e n t  can be  
m a d e  t h a t  m o n e y  o n c e  a p p r o p r i a t e d ,  r e g a r d l e s s  of the 
m e c h a n i s m  u t i l i z e d ,  l o s e s  its c h a r a c t e r  as r e v e n u e  f o r  
t h e  p u r p o s e  of the d e d i c a t e d  funds p r o h i b i t i o n  b e c a u s e  
the p u r p o s e  of the p r o h i b i t i o n ,  i.e., th a t  the l e g i s l a­
ti v e  r e t a i n  c o n t r o l  o v e r  s t a t e  r e v e n u e s , has been s a t­
isfied. ( C i tations o m i t t e d ,  e m p h a s i s  in original.)

If the p r e s e n t  l e g i s l a t i o n  is c h a l l e n g e d  in court, and the 
c o u r t  h o l d s  t h a t  the R a i l b e l t  e n e r g y  f u n d  c o n s t i t u t e s  an 
i m p r o p e r  d e d i c a t i o n  of  f u n d s ,  it is l i k e l y  that the r e s u l t  
w i l l  b e  t h a t  the R a i l b e l t  f u n d  w i l l  b e  t r e a t e d  as an a c c o u n t  
in the g e n e r a l  fund, f o r  t h e  l e g i s l a t u r e  to a p p r o p r i a t e  f r o m  
as it sees fit.

If  I m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  advise.

T C :m k r  
m 4 :048

Er •'losure



I n t r o d u c e d :  3 /2 6 , 8 6  |
R e f e r r e d :  Resources  and

Finance

IN THE SENATE BY THE RESOURCES COMMITTEE

SENATE BILL NO. 468 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION 

A BILL

Fo r  an Act  e n t i t l e d :  "An A c t  c r e a t i n g  t h e  R a i l b e l t  e n e r g y  fund ;  and p r o ­

v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

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

* S e c t i o n  1. AS 44.25 i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :

Sec .  4 4 .2 5 .0 5 0 .  RAILBELT ENERGY FUND. T h e re  i s  e s t a b l i s h e d  i n  

t h e  g e n e r a l  fund t h e  R a i l b e l t  e n e rg y  fu n d .  The fund  c o n s i s t s  o f  money 

a p p r o p r i a t e d  to  i t  by t h e  l e g i s l a t u r e .  The Depar tment  o f  Revenue

s h a l l  manage the  f u n d .  I n t e r e s t  r e c e i v e d  on money i n  the  fu n d  s h a l l  

be a c c o u n t e d  f o r  s e p a r a t e l y  and may be a p p r o p r i a t e d  i n t o  t h e  fund

anr .ual l>  . The l e g i s l a t u r e  may a p p r o p r i a t e  money from t h e  fund  to  

a s s i s t  i n  mee t ing  R a i l b e l t  e n e rg y  n e e d s .

* Sec .  2 .  T h is  Act t a k e s  e f f e c t  i m m e d i a t e ly  i n  a c c o r d a n c e  w i t h  AS 0 1 . -
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I n t r o d u c e d :  3 /2 6 /8 6
R e f e r r e d :  R e s o u r c e s  and

F i n a n c e

1 IN THE SENATE BY THE RESOURCES COMMITTEE

2 SENATE BILL NO. 468

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 F o r  an Act  e n t i t l e d :  "An Act  c r e a t i n g  t h e  R a i l b e l t  e n e rg y  fu n d ;  and p r o -

7 v i d i n g  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 4 4 .2 5  i s  amended by a d d in g  a new s e c t i o n  t o  r e a d :

10 Sec.  4 4 . 2 5 . 0 5 0 .  RAILBELT ENERGY FUND. There  i s  e s t a b l i s h e d  i n

11 t h e  g e n e r a l  fund  t h e  R a i l b e l t  e n e rg y  fu nd .  The fund c o n s i s t s  o f  money

12 a p p r o p r i a t e d  t o  i t  by t h e  l e g i s l a t u r e .  The D epar tment  o f  Revenue

13 s h a l l  manage t h e  fu n d .  I n t e r e s t  r e c e i v e d  on money i n  t h e  fund s h a l l

14 be a c c o u n t e d  f o r  s e p a r a t e l y  and may be a p p r o p r i a t e d  i n t o  t h e  fund

15 a n n u a l l y .  The l e g i s l a t u r e  may a p p r o p r i a t e  money from t h e  fund to

16 a s s i s t  i n  m e e t i n g  R a i l b e l t  e n e rg y  n e e d s .

17 Sec.  2 .  T h is  Act  t a k e s  e f f e c t  im m e d ia t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . -
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