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IN T H E  H O U S E  B Y  T H E  STATE A F F A I R S  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. 39 (State Affairs)

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

T H I 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 SSION

P r o p o s i n g  a m e n d m e n t s  to the 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  c r e a t i n g  an

a p p r o p r i a t i o n  r e s e r v e  fund and l i m i t i n g  

i n c r e a s e s  in a p p r o p r i a t i o n s .

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  OF T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. A r t i c l e  IX, sec. 16, C o n s t i t u t i o n  of the State of Alaska, 

is r e p e a l e d  and r e e n a c t e d  to read:

P -  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 T I O N S .  E x c e p t  for a p p r o­

pr i a t i o n s  to the A l a s k a  p e r m a n e n t  f u n d  a n d  a p p r o p r i a t i o n s  r e q u i r e d  to

p a y  the p r i n c i p a l  and i n t e r e s t  on g e n e r a l  o b l i g a t i o n  bonds, a p p r o p r i -
, _ V ^ r o t ­

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

l/ flesser of 95 p e r c e n t  of the u n r e s t r i c t e d  r e v e n u e  of the state for the• / •
I "7 p r e v i o u s  c a l e n d a r  y e a r |  or the a m o u n t  a p p r o p r i a t e d  in the y e a r  this 

I ^ s e c t i o n  takes e f f e c t  a d j u s t e d  f o r  t he c u m u l a t i v e  i n f l a t i o n  and 

ICj p o p u l a t i o n  g r o w t h  or d e c l i n e  as d e f i n e d  b y  law. A n  a p p r o p r i a t i o n  in

, ^ 0  e x c e s s  of this l imit m a y  n o t  be m a d e  u n l e s s  a state of e m e r g e n c y  is

—)■ 1 d e c l a r e d  b y  the g o v e r n o r  as p r o v i d e d  b y  law.

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

\ y  J •
Jp 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. A P P R O P R I A T I O N  R E S E R V E  FUND. An a p p r o p r i a t i o n  r e ­

ser v e  fund is e s t a b l i s h e d .  A p p r o p r i a t i o n s  m a y  not be m a d e  f r o m  the 

a p p r o p r i a t i o n  r e s e r v e  fund e xcept for the p u r p o s e  of r e p e l l i n g  i n v a­

sion, s u p p r e s s i n g  insurrection , d e f e n d i n g  the state in war, m e e t i n g

n a t u r a l  dis ast e r s ,  or . redeem ing- i-

a-t-lt.he_Jiimie--tLhi.s_.

ers , or . ire d e e m i n g * ln-pee-fcexin p  s  s— p f -  

js s e c tion b e c,CLmasjjeJEf eu.ti.v.&. ‘ A f  1 1

^ -J d re ^ T ^ rc T ^ U 'rS 't 3 Tdrnfci 

A f t e r  June 30 of the vear;,
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i-n— w h i c h — the— b a l a n c e  - o f — the appropri ation- r e s e r v e  fund~~exceeds the

t-nftal— m r K K t f i c t e d ^ r e v e n t r g — o f — the -state._f or.._.the.. p r e c e d i n g  18 m o n t h s  ,

t h e — hal-a-nee— nf— the apprdp'riaFi5n— r e s e r v e — fun d— sh-a-14— 3-&pee— inf.0_  t h e .4 "
tr^ertfry.. The b a l a n c e  o f  t h e  a p p r o p r i a t i o n  r e s e r v e  f u n d  s h a l l  beA
invested, at c o m p e t i t i v e  n a t i o n a l  m a r k e t  rates. All  e a r n i n g  o f  the 

f u n d  shall b e c o m e  p a r t  o f  the p r i n c i p a l  of the fund.

* Sec. 3. A r t i c l e  XV, C o n s t i t u t i o n  cf the State of Alaska, 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:

.SECTION 29. A P P R O P R I A T I O N  R E S E R V E  FUND. B e g i n n i n g  J u l y , 31,\ ^
1985, and c o n t i n u i n g  u n t i l  J u n e  30 of the y e a r  in w h i c h  the b a l a n c e  of

the a p p r o p r i a t i o n  r e s e r v e  f u n d  exce^ds-~tdie— t^t^-i~unr,eS't^-cFad-Xe5<ie««es

of—  th-e— s-fca-&e— for— the— precFffihg" ̂ T P  m'drTtTis , 'ar- amountr" equndr”T O m'‘~8t-8*

p e r c e n t  of the u n r e s t r i c t e d  r e v e n u e  for e a c h  m onth, as d e t e r m i n e d  in......... • I (
a c c o r d a n c e  w i t h  this s e c t i o n ,  shall b e  t r a n s f e r r e d  f r o m  the t r e a s u r y

v.

^ u O  the a p p r o p r i a t i o n  r e s e r v e  fund. A n y  b a l a n c e  t r a n s f e r r e d  to the

a p p r o p r i a t i o n  r e s e r v e  f u n d  u n d e r  s e c tion 30 o f  a r t i c l e  X V  s h a l l  r e d u c e  

b y  the b a l a n c e  t r a n s f e r r e d  he a m o u n t  r e q u i r e d  to be t r a n s f e r r e d  in ai
y e a r  by the p r o v i s i o n s  o f  this s e c t i o n  b u t  no e x c e s s  amount 

t r a n s f e r r e d  m a y  b e  c a r r i e d  f o r w a r d  to r e d u c e  the a moun t r e q u i r e d  to be 

t r a n s f e r r e d  in a n o t h e r  f i s c a l  year.

* 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  Alaska, is amendec

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  30. A P P R O P R I A T I O N  L I M I T A T I O N S .  A f t e r  June 30, 1986, anc 

u n t i l  Jun e 30 of the y e a r  in w h i c h  the b a l a n c e  of the a p p ropriatioi  

r e s e r v e  f u n d  e x c e e d s  the t o t a l  u n r e s t r i c t e d  r e v e n u e  of the s t a t e  foi 

the p r e c e d i n g  18 m o n t h s ,  e x c e p t  f o r  a p p r o p r i a t i o n s  to the Alask,

p e r m a n e n t  fund and a p p r o p r i a t i o n s  r e q u i r e d  to p a y  the p r i n c i p a l  an<

i n t e r e s t  on g e n e r a l  o b l i g a t i o n  bonds, a p p r o p r i a t i o n s  from the treasur; 

durine a f i s c a l  y e a r  m a y  n o t  e x c e e d  the a m o u n t  a p p r o p r i a t e d  in tht
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p r i o r  f i s c a l  y e a r  b y  m o r e  than the c u m u l a t i v e  i n f l a t i o n  and populatioi 

gr o w t h  or d e c l i n e  as p r e s c r i b e d  b y  law. A n  a p p r o p r i a t i o n  in excess oi 

this limit m a y  n o t  be m a d e  u n l e s s  a s t a t e  of e m e r g e n c y  is d e c lared  b} 

the g o v e r n o r  as p r o v i d e d  b y  law. No less t h a n  25 p e r c e n t  of that 

p o r t i o n  of the u n i e s t r i c t e d  r e v e n u e  of the s t a t e  w h i c h  h a s  not been 

a p p r o p r i a t e d  as a l l o w o a  by this s e c t i o n  shal l be t r a n s f e r r e d  f r o m  the 

general  f u n d  to t h e  a p p r o p r i a t i o n  r e s e r v e  f u n d J

* Sec. 5. S e c t i o n  1 o f  this a m e n d m e n t  t a k e s  e f f e c t  on J u l y  1 of the 

y e a r  in w h i c h  the b a l a n c e  in the a p p r o p r i a t i o n  r e s e r v e  fun d e s t a b l i s h e d  in 

sec. 2 of this amenc ...ent e x c e e d s  the total o f  the u n r e s t r i c t e d  r e v e n u e  of 

the state for the p r e c e d i n g  18 months.

* Sec. 6. T h e  a m e n d m e n t s  p r o p o s e d  b y  this r e s o l u t i o n  shall b e  placed 

b e f o r e  the v o t e r s  of the state at th"- n e x t  g e n e r a l  e l e c t i o n  in conformi ty 

w i t h  art. XIII, sec. 1, 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 ,  and the e l e c­

tion laws of the st ate.
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v S U G G E S T E D  A M E N D M E N T S  T O  H J R  3 9  F O R  H O U S E  S T A T E  A F F A I R S  C O M M I T T E E , 2 / 8 / 8 4  
> \1 .  P a g e  1 ,  l i n e  1 6 ,  l a n g u a g e  s h o u l d  r e a d ,  f o r  c l a r i f i c a t i o n ,  " l e s s e rO F  T H E  A M O U N T A P P R O P R I A T E D  IN  T H E  Y E A R  T H I S  S E C T I O N  T A K E S  E F F E C T  A D J U S T E D  F O R  T H E  C U M U L A T I V E  I N F L A T I O N  A N D  P O P U L A T I O N  G R O W TH  A S  D E F I N E D  B Y  LAW OR 9 5  P E R C E N T  O F  T H E  U N R E S T R I C T E D  R E V E N U E  O F  T H E  S T A T E  F O R  T H E  P R E V I O U S  C A L E N D A R  Y E A R . "

2 .  P a g e  1 ,  l i n e  2 8 ,  l a n g u a g e  s h o u l d  r e a d ,  t o  p r e v e n t  a  r u n  o n  t h eR E S E R V E  F O R  T H E  P U R P O S E  O F  R E T I R I N G  A L L  O U T S T A N D IN G  I N D E B T E D N E S S ,r i ^ n a t u r a l  d i s a s t e r s ,  o r  a s  r e q u i r e d  f o r  r e d e e m i n g  i n d e b t e d n e s s  o f  t h e
U P S T A T E  O U T S T A N D I N G "

3 .  P a g e  2 ,  l i n e  1 ,  s h o u l d  r e a d ,  t o  o b v i a t e  t h e  p o s s i b l e  e f f e c t  o f  aW I D E  S W I N G  IN R E V E N U E S  I N  A N Y  O N E  Y E A R ,  " I N  W H I C H  T H E  B A L A N C E  O F  T H E  A P P R O P R I A T I O N  R E S E R V E  F U N D  E Q U A L S  1 . 5  T I M E S  T H E  A P P R O P R I A T I O N S  O F  U N R E S T R I C T E D  R E V E N U E S  F O R  T H E  P R E C E D I N G  F I '  ' . Y E A R . "T h i s  c h a n g e  s h c l d  a l s o  b e  r e f l e c t e d  i n  P a g e  2 ;  l i n e  1 1 :  • , g e  2 ;  l i n e  2 4 :  P k G E  3 ;  L I N E  1 0 .
4 .  P a g e  3 ,  l i n e  1 ,  i n  o r d e r  t o  o b v i a t e  t h e  e f f e c t s  o f  a  l o w  r e v e n u eY E A R  D U R  TNG T H E  R E V E N U E  P E R I O D ,  S H O U L D  R E A D ,  " Y E A R  I N W H I C H  T H I S  S E C T I O N  B E C O M E S  E F F E C T I V E  B Y  M ORE T H A N  T H E  C U M U L A T I V E  P O P U L A T I O N  A N D  I N F L A T I O N "
5 .  P a g e  3 ,  l i n e  7 ,  s e n t e n c e  s h o u l d  c o n t i n u e  " o n  t h e  f i r s t  d a y  o f  e a c hF I S C A L  Y E A R " ,  S I N C E  NO T I M E  F O R  D E P O S I T  I S  S P E C I F I E D  I N  P R E S E N T  L A N G U A G E .
6 .  P a g e  2 ,  l i n e  1 5 ,  l a n g u a g e  s h o u l d  r e a d  " t o  t h e  a p p r o p r i a t i o n  r e s e r v eF U N D  A T  T H E  B E G I N N I N G  O F  E A C H  M O N T H . "  T H I S  C L A R I F I E S  L A N G U A G E  W H I C H  M I G H T  O T H E R W I S E  A L L O W  T R E A S U R Y  T O  M A K E  D E P O S I T S  A N N U A L L Y .



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch V. Stale Capii ol 
Juneau, Alaska 99811 

(907) 465-3991

February 7, 1984

MEMORANDUM

TO: Neil P h e lp s -M un s on

Professional Assistant ,

r ROM: A l e x an d er  Hoke (“1 ^ 7
David Teal f^ f
L eg is la t iv e Analysts 

RE: Comments on CS HJR 39

As you requested, we have reviewed the House State Affairs Committee 

work draft of CS HJR 39. We offer the following comments:

Page 1; Line 16. As discussed on an earlier occasion, limiting a p­

propriations to "95 percent of the unrestricted revenue of the state 

for the previous ca le nd ar  year...." leaves a residual of 5 percent in 

the general fund each year. While the interest earnings on this 5 p er­

cent residual can be appropriated in future years, the principal will 

remain in the genc.-al fund. This means that the general fund will 

grow perpetually, p ot en ti al ly  raising the general fund balance to $20 

billion by the y e a r  2010.

Also, the w o r di ng  in this section is somewhat ambiguous in that the 95 

percent limitation 'eerns to apply to both limiting mechanisms. This 

ambiguity can be cle red up by reversing the order of the two limiting 

mechanisms in this paragraph.

Page 1; Line 28. D ur ing  the period when contributions are being made 

to the CBB r eserve fund, provisions in this section prohibit appropri- O  |m 

ations from t he  fund except for the purpose of "redeeming indebtedness Ar /J^ 
of the state out .tandii.g at the time this section becomes effective." <L/‘
Our concern is that with this language, the CBB reserve could co nc ei va­

bly be raided to pay off the State's total indebtedness outstanding 
which is curre nt ly  e st im at ed  to be about $518 million.

Page 2; Line 2. Aft er  carefully considering the nechanism for tri gg er­

ing the a utomatic start-up of cash-based budgeting, two suggestions 

come to mind. First, instead of setting the CBB '..-serve target equal 
to "total u n r e s t ri c te d revenue of the state for the preceeding 18 

months," it might prove useful to set the target equai to "1.5 times
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the appropriations of general fund un re st r ic t ed  revenue for the preceed- 

ing fiscal year." This procedure ties future appropriation levels to 

past appropriation levels regardless of what total revenues may have 
been for the prior year.

Secondly, since the effective level of appropriations (during the years 

when contributions to the CBB reserve are being made) is diminished by 

the amount of annual contributions to the reserve fund, the CBB reserve 

target might be tied to the effective level of appropriation also. This 

can be achieved with the following language:

"After June 30 of the yea r in which the balance of the appropriation 

reserve fund exceeds 1.5 times the a ppropriations of general fund un­

restricted revenue for the pre ce ed in g fiscal y ear less any appr op ri a­
tions to the appropriation reserve fund,.,."

The trigger m ec han is m described above wo ul d lower the target amount 

needed to start cash-based budgeting by the amount of the final yea r 

c ontributions to the CBB reserve. As a consequence, cash-based budget- 

ing could begin one y ea r  earlier, or the annual contribution percentages 

could be lowered as described later.

Any changes to the definition of the a utomatic CBB start-up mechanism 

should also be made in the following locations:

Page 2; Line 11

Page 2; Line 24

Page 3; Line 10

Page 2; Line 12. The percentage for contributions of general fund u n­

restricted revenue is set at 8.8 percent in the work draft. With the 

new automatic start-up language stated above, other percentages may be 

in order. A 10.3 percent mont hl y contr ib ut io n of general fund unr e­

stricted revenues would Be sufficient to trigger an automatic start 

of cash-based budgeting in /Y 94 acco rd in g to a 30th percentile revenue 

forecast. In order to begin cash-based budgeting by FY 9 3 , the monthly 

general fund contribution pe rc entage should be set it 11 p e r c e n t , and 

a front-end contribution of $325 mi 11 ion would have to be made during 
the current session.

Page 2; Line 29 - Page 3; Line 2. Section 30 sets an appropriation 

limitation that w i l 1 "be effective during the period of time when cont ri­

butions are being made to the CBB reserve fund. TL'.s provision limits 

annual appropriations to the previous year 's  appropriations adjusted 

for changes in population and inflation. This limitation mechanism 

may present a problem if there is a single unexpectedly low reyenue 

y e a r  during the CBB reserve co nt ribution period. With a single low
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year, the appropr ia ti on  limit for all subsequent ye ar s would be tied 

to the lowest level in the period, whether or not revenues rebound to 

higher levels.

An alternative is to limit annual appropriations to the amount of the 

appropriations in the ye ar  that this section becomes effective, with 

adjustments for inflation and population change (as was done in Section 
16; Page 1; Line 17).

Page 3; Lines 4-7. There is no provision in this section which sets 

the timing of contributions from the y ea r- en d u na ppr op ri at ed  general 

fund balance. We suggest that language be added to the end of this 

section which states that this contribution occurs once each year, 
preferably at the start of the year.

AH/DT



I n t r o d u c e d :  3 / 1 8 / 8 3
R e f e r r e d :  S t a t e  A f f a i r s  a n d
F i n a n c e

B Y  H A Y E S ,  A B O O D ,  B A R N E S ,
B E T T ISWORTH,. C O W D E R Y ,  F L O O D ,  
L I S K A ,  M A R T I N ,  R I N G S T A D ,  
U E H L I N G ,  W A R D ,  L I N D A U E R

1 I N  T H E  H O U S E  A N D  B U S S E L L

2 H O U S E  J O I N T  R E S O L U T I O N  NO. 39

3 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

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

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

6 of t h e  S t a t e  o f  A l a s k a  c r e a t i n g  a n

7 a p p r o p r i a t i o n  r e s e r v e  fund.

8 B E  I T  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 :

9 * S e c t i o n  1. A r t i c l e  IX, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  is a m e n d -

10 e d  b y  adding; a n e w  s e c t i o n  t o  r e a d :

11 S E C T I O N  17. A P P R O P R I A T I O N  R E S E R V E  F U N D .  A n  a p p r o p r i a t i o n  re-

12 s e r v e  f u n d  is e s t a b l i s h e d .  A f t e r  J u l y  1, 1 9 9 2 h no m o n e y  i n  e x c e s s  of

13 t h e  b a l a n c e  o f  t h e  a p p r o p r i a t i o n  reserrve f u n d  at t h e  c l o s e  of  th e

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

15 t h e  p u r p o s e  of r e p e l l i n g  i n v a s i o n ,  s u p p r e s s i n g  i n s u r r e c t i o n ,  d e f e n d i n g

16 t h e  S t a t e  i n  war, m e e t i n g  n a t u r a l  d i s a s t e r s ,  o r  r e d e e m i n g  i n d e b t e d n e s s

17 o u t s t a n d i n g  at t h e  t i m e  th i s  s e c t i o n  b e c o m e s  e f f e c t i v e .  A f t e r  J u l y  1,

18 1992, all r e v e n u e  of t h e  S t a t e  s h a l l  b e  p l a c e d  i n  the a p p r o p r i a t i o n

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

20 l a p s e  i n t o  t h e  t r e a s u r y  at t h e  c l o s e  of e a c h  s u c c e e d i n g  f i s c a l  y e a r .

21 * Sec. 2. A r t i c l e  XV, C o n s t i t u t i o n  of t h e  S t a t e  of A l a s k a ,  is a m e n d e d

22 by a d d i n g  a n e w  s e c t i o n  to read:

23 S E C T I O N  26. A P P R O P R I A T I O N  R E S E R V E  FUND. B e g i n n i n g  w i t h  t h e

24 F i r s t  S e s s i o n  of t h e  F o u r t e e n t h  L e g i s l a t u r e  a n d  c o n t i n u i n g  t h r o u g h  the

25 F i r s t  S e s s i o n  of t h e  S e v e n t e e n t h  L e g i s l a t u r e ,  th e  l e g i s l a t u r e  s h a l l

26 a n n u a l l y  a p p r o p r i a t e  f r o m  t h e  g e n e r a l  f u n d  to the a p p r o p r i a t i o n  re-

27 s e r v e  f u n d  a n  a m o u n t  e q u a l  to 15 p e r c e n t  of t h e  a v e r a g e  g r o s s  r e c e i p t s

26 of t h e  g e n e r a l  fund, as d e t e r m i n e d  i n  a c c o r d a n c e  w i t h  t h i s  s e c t i o n .

29 F o r  the p u r p o s e s  of thi s  s e c t i o n ,  " a v e r a g e  g r o s s  r e c e i p t s  of the



1 g e n e r a l  f u n d "  is d e t e r m i n e d  b y  d i v i d i n g  t h e  t o t a l  a m o u n t  of m o n e y

2 d e p o s i t e d  i n  t h e  g e n e r a l  f u n d  a n d  i n  s p e c i a l  a c c o u n t s  w i t h i n  t h e

3 g e n e r a l  f u n d  ( o t h e r  t h a n  t h e  a p p r o p r i a t i o n  r e s e r v e  f u n d ) f r o m  a l l

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

5 f i s c a l  y e a r  b y  four.

6 *  Sec. 3. T h e  a m e n d m e n t s  p r o p o s e d  b y  t h i s  r e s o l u t i o n  s h a l l  b e  p l a c e d

7 b e f o r e  t h e  v o t e r s  of t h e  s t a t e  at t h e  n e x t  g e n e r a l  e l e c t i o n  i n  c o n f o r m i t y

8 w i t h  art. X I I I ,  sec. 1, C o n s t i t u t i o n  o f  t h e  S t a t e  of A l a s k a ,  a n d  th e  e l e c -

9 t i o n  l a w s  of  th e state.

HJR 39 -2-



I n t r o d u c e d :  3 / 1 8 / 8 3
R e f e r r e d :  S t a t e  A f f a i r s  a n d
F i n a n c e

B Y  HAY E S , A B O O D ,  B A R N E S ,
B E T T I S W O R T H ,  C O W D E R Y ,  F L O O D ,
L I S K A ,  M A R T I N ,  R I N G S T A D ,
U E H L I N G , W A R D ,  L I N D A U E R  

1 I N  T H E  H O U S E  A N D  B U S S E L L

1 H O U S E  J O I N T  R E S O L U T I O N  NO. 39

3 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

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

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

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

7 " p p r o p r i a t i o n  r e s e r v e  fund.

8 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 :

9 * S e c t i o n  1. A r t i c l e  IX, C o n s t i t u t i o n  of t h e  S t a t e  o f  A l a s k a ,  is araend-

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

11 S E C T I O N  17. A P P R O P R I A T I O N  R E S E R V E  FUND. A n  a p p r o p r i a t i o n  re-

12 s e r v e  f u n d  is e s t a b l i s h e d .  A f t e r  J u l y  1, 1992, no m o n e y  i n  e x c e s s  of

13 t h e  b a l a n c e  of  the a p p r o p r i a t i o n  r e s e r v e  f u n d  at the c l o s e  of t h e

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

15 t h e  p u r p o s e  of r e p e l l i n g  i n v a s i o n ,  s u p p r e s s i n g  i n s u r r e c t i o n ,  d e f e n d i n g

16 t h e  State i n  w ar, m e e t i n g  n a t u r a l  d i s a s t e r s ,  o r  r e d e e m i n g  i n d e b t e d n e s s

17 o u t s t a n d i n g  at the tijne t h i s  s e c t i o n  b e c o m e s  e f f e c t i v e .  A f t e r  J u l y  1,

18 1992, all r e v e n u e  o f  the S t a t e  s h a l l  be p l a c e d  in the a p p r o p r i a t i o n

19 r e s e r v e  fun d  a n d  the b a l a n c e  of the a p p r o p r i a t i o n  r e s e r v e  f u n d  s h a l l

20 l a p s e  int o the t r e a s u r y  at t h e  c l o s e of e a c h  s u c c e e d i n g  f i s c a l  year.

21 * Sec. 2. 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  of A l a s k a ,  is a m e n d e d

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

23 S E C T I O N  26. A P P R O P R I A T I O N  R E S E R V E  FUND. B e g i n n i n g  w i t h  the

24 F i r s t  S e s s i o n  of the F o u r t e e n t h  L e g i s l a t u r e  a n d  c o n t i n u i n g  t h r o u g h  the
u  - 1

15 F i r s t  S e s s i o n  of t h e  S e v e n t e e n t h  L e g i s l a t u r e ,  the-— l e g i s l a t u r e — s h a l lI . '
2 6 annually-appropriraine f r o m  t h e  g e n e r a l  f u n d  to the a p p r o p r i a t i o n  re-

27 s e r v e  f u n d  an  a m o u n t  e q u a l  to 15 p e r c e n t  of the a v e r a g e  g r o s s  r e c e i p t s

28 of the g e n e r a l  fund, as d e t e r m i n e d  i n  a c c o r d a n c e  w i t h  this s e c t i o n .

29 F o r  the p u r p o s e s  of this s ec t i o n ,  " a v e r a g e  g r o s s  r e c e i p t s  of the

-1- HJR 39



9

1 g e n e r a l  f u n d "  is d e t e r m i n e d  b y  d i v i d i n g  the t o t al  a m o u n t  of m o n e y

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

3 g e n e r a l  f u n d  (other t h a n  the a p p r o p r i a t i o n  r e s e r v e  fund) f r o m  all

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

5 f i s c a l  y e a r  by four.

6 * Sec. 3. T h e  a m e n d m e n t s  p r o p o s e d  b y  t his r e s o l u t i o n  s h al l  b e  p l a c e d

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

8 w i t h  art. XIII, sec. 1, Constitutj.on o f  the S t a t e  of A l a s k a ,  a n d  the elec-

9 t i o n  laws of the state.

HJR 39 -2-
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IV. Analysis of HJR 39

The effect of these proposed constitutional a me ndments 1s to 

create an appropriation reserve fund ( A R F ) . For each fiscal yea r 

fr om  1986 through 1992 the Legislature would be required to 

a pp ro pr ia te  from the general fund (6F) to the ARF an am ount equal to 

15 percent of the average gross receipts of the GF excl udi ng  the 

approp ri at io n to the ARF for the four p receding fiscal years. Thus 

the ap propriation to the ARF 1n fiscal year 1986 would be 15 perc en t 

of the total gross receipts of the GF for fiscal years 1982 through 

1985 divided by four and so on. Beginning with  fiscal year 1993 the 

entire receipts of the state would be placed 1n the ARF and only the 

b al anc e 1n the ARF at the close of the p receding fiscal year w ou l d be 

put 1n the GF and made available for appropriations. Thus the amount 

a ccumulated 1n the ARF fr om  fiscal years 1986 thr ou gh  1992 could be 

spent 1n fiscal year 1993 and the receipts f ro m  fiscal y ear 1993 

could be spent 1n fiscal year 1994 and so on.

The amounts shown on the acc omp an yi ng  fiscal note as a reduction 

1n GF revenues represent both the estimated ap pr op ri ati on  to the ARF 

and the resulting reduction 1n GF Investment earnings for the 

respective fiscal years. The amounts shown as an increase 1n ARF 

revenues represent both the estimated appropriation to the ARF for 

the respective fiscal year and the estimated earnings on the ARF 

balance from the preceding fiscal year.



INTRODUCTION OF RESOLUTIONS (House)

T a x  Ex e m p t  

H o m e  Mo r t g a g e

Bonds________

( s u p p o r t i n g

l e g i s l a t i o n )

N a t u r a l  Gas 

( t r a n s p o r t i n g  

& m a r ke t i n g )

a p p r o p r i a t i o n  , 

R e s e r v e  Fund 

( c r e a t i o n  o f )

H O U S E  J O I N T  R E S O L U T I O N  NO. 3 7 . by Reps. Uehling, Barnes,

Bu s s e l l ,  Cowdery, F u rn a c e ,  L i ndauer, Liska, Martin, Pestinger, 

an d  W a r d .  S u p p o r t s  p a s s a g e  of H.R. 1176 and S. 137 in the 

U.S. C o ngress, a m en d i n g  the I n ternal R e v e n u e  Code to a llow cer­

t a i n  hom e  m o r t g a g e  b on d s  to continue to be tax-exempt. States 

t hat the t a x - e x e m p t  m o r t g a g e  revenue bond p r o g r a m  u n d e r  26 

U . S . C . 1 0 3 A  (P.L. 96-499 M o r t g a g e  Subs i d y  Bond A c t  of 1980) ends on 

D e c e m b e r  31, 1983, a n d states that its t e r m i n a t i o n  w o u l d  w o r k  a 

h a r d s h i p  on c o n s u m e r s  w h o  are e l i gible for loans u nder the A l a s k a  

H o u s i n g  F i n a n c e  C o r p o r a t i o n  tax-exempt b o n d  p r o g r a m  and similar 

p r o g r a m s  in o t h e r  states. R e s o l v e s  that the A l a s k a  L e g i s l a t u r e  

s u p p o r t s  p a s s a g e  of H.R. 1176 and S. 137 in Co n gress to a llow 

c o n t i n u a t i o n  o f  the t a x - e x e m p t  mo r t g a g e  r e v e n u e  bond program. 

( I d e n t i c a l  to SJR 20, p a g e  310.)

I n t r o d u c e d  M a r c h  16 and r e f e r r e d  to the House Special C o m mittee on 

S t a t e  Loans, F i n a n c e .

H O U S E  J O I N T  R E S O L U T I O N  NO. 38. by Reps. Cowdery, Abood,

Barn e s ,  B e t t i s w o r t h ,  Bussell, Cato, Glood, Fritz, Fuller,

F u r n ac e ,  G r u s s e n d o r f ,  H u r l b e r t ,  Koponen, Lacher, Larson,

L i n d a u e r ,  Li s k a ,  Martin, M.W. Miller, Pestinger, Phillips,

Ri n g s t a d ,  Shultz, T i sc h e r ,  U e h ling, Ward, W e n d t e  and Hayes.

R e s o l v e s  that the state of A l a s k a  fully supports the efforts of all 

o w n e r s  o f  the gas an d o t h e r  parties to secure sales c ommitments for 

N o r t h  S l o p e gas in any mark et ,  including w i t h i n  the state. States 

that c i t i z e n s  of Japan, Korea, and other trad i n g  partners of 

A l a s k a ,  are s t r o n g l y  u r g e d  to c o n sider and take advantage of the 

secure, l o n g - t e r m  t r a d i n g  r e l a t i o n s h i p  w i t h  A l a s k a  and the U.S. 

that p u r c h a s e  of A l a s k a ' s  N o r t h  Slope gas w o u l d  offer. States that 

the L e g i s l a t u r e  calls u p o n  the other owners of the gas, A l a s k a ' s  

d e l e g a t i o n  in C o n g r e s s  and all o th e r  part i e s  w i t h  an interest in 

the gas to e x p l o r e  e v e r y  m e an s  to p r i v a t e l y  finance and construct a 

t r a n s p o r t a t i o n  sy s te m  for the gas.

R e s o l v e s  that the S t a t e  of A l a s k a  imm e a d i a t el y  enter into 

n e g o t i a t i o n s  for the sale of its royalty interest in North Slope 

gas to i n - s t a t e  u sers in o r d e r  thai. they and the state serve as a 

c a t a l y s t  for the c o n s t r u c t i o n  of a t ra n s p o r t a t i o n  system for 

A l a s k a ' s  n a t u r a l  gas. R e s o l v e s  that the federal govern m e n t  is 

u r g e d  to e x p l o r e  the p r o s p e c t  of making d ev e l o p m e n t of gas 

t r a n s p o r t a t i o n  f a c i l i t i e s  a N a t i o n a l  Interst Project of nati on s  on 

b o t h  sides of the P a c i f i c  for its long term  benefits to this n a t i o n  

and its p o t e n t i a l  t r a d i n g  partners.

I n t r o d u c e d  M a r c h  18 and r e f e r r e d  to Resources.

H O U S E  J O I N T  R E S O L U T I O N  NO. 3 9 . by Reps. Hayes, Abood,

I Barnes, B e t t i s w o r t h ,  C o w dery, Flood, Liska, Martin, Ringstad, 

Uehling, Ward, Li n d a u e r,  and Bussell. P r o po s e s  amendment to 

the s t a t e c o n s t i t u t i o n  c r e a t i n g  an a p p r o p r i a t i o n  reser v e  fund. 

A m e n d s  a r t i c l e  9 (Finan c e  and Taxation) to prov i d e that after J u l y  

1, 1992, no m o n e y  in ex c e s s  o f  th« balance of the a p p ro p r i a t i o n 

r e s e r v e  fund at the c lose of the p r e ceding fiscal year shall be 

w i t h d r a w n  f r o m  the t r e a s u r y  exc e p t  for \ ars, natural disasters, or 

r e d e e m i n g  i n d e b t e d n e s s  o u t s t a n d i n g  at the time section becomes



INTRODUCTION OF RESOLUTIONS (House)(cont'd)

P u b l i c  Sc h o o l  

F o u n d a t i o n

P r o g r a m _______

(est. J o i n t  

C o m m i t t e e  on)

P u b l i c  School 

F o u n d a t i o n  

P r o g r a m

(state fundi n g )

H J R  39 (cont'd)

effective. A f t e r  July 1, 1992 all state reve nu e  shall be p l a c e d  in 

the fund a n d  the bala n c e of the fund shall lapse into the t r e a s u r y  

at the c lose of e a c h  s u c c e e d i n g  fiscal year.

Amends a r t i c l e  15 (S c hedule of T r a n s i t i o n a l  M e a s u r e s )  to p r o v i d e  

that b e g i n n i n g  w i t h  the first sess io n  of the 1 4 t h  L e g i s l a t u r e  and 

c ontinuing thror ' the f irst s e s s i o n of the 1 7 t h  L eg i s l a t u r e ,  the 

l e g i sl a t u r e  s hall a n nu a l l y  a p p r o p r i a t e  f rom the g e n e r a l  f u n d  to the 

a p p r o p r i a t i o n  r e s e r v e  fun d  an amount equal to 152 of the a v e r a g e  

gross r e c e i p t s  of the g e n er a l  fund. The average g r o s s  r e c e i p t s  are 

d e t e r m i n e d by d i v i d i n g  the total am ou n t  of m o n e y  d e p o s i t e d  in the 

general f u n d  and in special a c c o u n t s  w i t h i n  the g e n e r a l  fund f r o m  

all sources du r i n g  the four fiscal years i m m e d i a t e l y  p r e c e d i n g  the 

current fis c a l  yea r  by four.

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

voters at the n e x t  g e n e r a l  e l ection.

I n t r o d u c e d M a r c h  18 and r e f e r r e d  to State A f fairs, Finance.

HOUSE C O N C U R R E N T  R E S O L U T I O N  NO. 2 3 . by Reps. K o p o n e n,

Clocksin, Davis, Duncan, Goll, Larson, McBride, M. M. Miller, 

Szymanski, Vaska, Wendte, Z h a r o f f  and Malone. W o u l d  e s t a b­

lish a Jo in t  C o m m i t t e e  o n  the pu b l i c  school f o u n d a t i o n  program. 

Provides the P r e s i d e n t  of the Sen a t e  appoint t h r e e  m e m b e r s  and 

the S pe a k e r  of the H ouse appoi n t  three members and the P r e s i d e n t  

and S p e a k e r  j o i n t l y  appoint o n e  c h a i r person to s tu d y  and m a k e  

r e c o m m e n d a t i o n s  for i m proving the public school f o u n d a t i o n  program.

The co m mi t t e e  is to re po r t  the scope of its i n t e n d e d  r e s e a r c h  to 

the l e g i s l a t u r e  no later than M a y 31, 1983 and m a k e  a final re p o r t  

by F e b r u a r y  1, 1984. T h e  comm i t t e e  shall have the p o w e r  to call 

witnesses, hold hearings, and h i r e  staff. Th e  c o m m i t t e e  is 

en c o u r a g e d  to h e a r  w i t n e s s e s  f rom the Alaska S c h o o l  Board 

Association, the Office of M a n a g e m e n t  and Budget, the D e p a r t m e n t  of 

Education, the S tate B o a r d  of Education, the A l a s k a  C o u n c i l  of 

School A d m i n i s t r a t o r s ,  and o t h e r  con c e r n e d groupj. T he  c o m m i t t e e  

term i n a t e s  F e b r u a r y  1, 1984.

I n troduced M a r c h  14 and r e f e r r e d  to Health, E d u c a t i o n  & Social 

Services, Finance.

HOUSE C O N C U R R E N T  R E S O L U T I O N  NO. 2 4 . by Reps. K o p on e n ,

Clocksin, Davis, Duncan, Goll, Larson, McBride, M. M. Miller,

Vaska, Wendt e ,  Z h a r o f f  and Malone. States that school d i s­

tricts in the 6tate are r e q u i r e d  by law to p r e p a r e  local school 

district b u d g e t s  by A p r i l  1, 1983 and pr e p a r a t i o n  of these budgets 

requires c a l c u l a t i o n  of the amount to be co n t r i b u t e d  by the state 

under the pub l i c  school f o u n d a t i o n  program. R e s o l v e s  that the 

Al a sk a  S t a t e  L e g i s l a t u r e  p l e d g e s  to appropriate >'00 p e r c e n t  of its 

share of f u n d i n g  under the p r o g r a m  so that loci,:, d i s t r i c t s  ma y  

have a f ir m  figure on w h i c h  to bas e  their budget estimates.

Intro d uc e d  M a r c h  14 and r e f e r r e d  to Health, E d u c a t i o n  and Social



EXECUTIVE SUMMARY

CASH-BASED BUDGETING:
A Response To Revenue Uncertainty

House Research Agency 

Alaska State Legislature 

January 1984

House Research Agency Report 83-A



CASH BASED BUDGETING: A RESPONSE TO REVENUE UNCERTAINTY

EXECUTIVE SUMMARY

Cash-based budgeting (CBB) has been proposed as a means of eliminating 

the budgeting problems created by uncertain and fluctuating State 

revenues. Cash-based budgeting (also known as "forward funding") 

would reduce or eliminate uncertainty by tying the State budget for 
a given year to the amount of revenues already received and deposited 

in the treasury during a prior y e a r . Before enacting or signing the 

budget, the legislature and governor would know exactly how much money 

was actually available to spend.

Conventional budgeting practices in most states (including Alaska) in­

volve forecasting revenues for the coming fiscal year. Appropriations 

included in the budget are limited to the anticipated revenues for 

that year. With approximately 85 percent of Alaska's total revenues 

dependent on oil taxes and royalties, an error in projecting the 

price of oil or production level for the coming year can result in 

substantial miscalculations of total available revenues.

In response to the risk associated with any forecast of future revenues 

for the State of Alaska, the Denartment of Revenue began issuing a 

"risk adjusted" forecast for the FY 84 budget year. The so called 

"30th percentile" forecast implies that actual revenues are likely to 

fall short of the projected amount only 30 percent of the time. This 

means that there is a 70 percent probability that actual revenues will 

equal or exceed the forecast for that year.

"Revenue Uncertainty" And The Design Of A CBB Program

Given that the objective of the cash-based budgeting proposal is to re­
solve the "revenue uncertainty" problem, it is important that the 

concc-pt of revenue uncertainty be fully understood. 1 Revenue certainty 

relates to the likelihood that incoming revenues will be sufficient to 

cover budgeted appropriations. If "reasonable certainty" is sufficient 

for budgeting purposes, one might choose to limit appropriations to 

the 30th percentile revenue projection (which gives a 70 percent assur­

ance that actual revenues will equal or exceed budgeted appropriations).

lit is important to recognize that the "revenue uncertainty" addressed 

by cash-based budgeting relates to a 12 or 18-month time period. The 

revenue uncertainty associated with a projected long-term revenue 

decline is not the specific target of cash-based budgeting.



Only when a 100 percent probability exists that revenues will be suffi­

cient to offset budgeted appropriations for the next fiscal y ear can 

one say that "revenue uncertainty" has been eliminated. This means

that the legislature and governor must know that there is "cash in 

the bank" sufficient to meet expenditures budgeted for the next year.

The major requirement of a cash-based budgeting program is the creation 

of a cash reserve from which appropriations can be m a d e . 2 A cash 

reserve equal to 18-months of expenditures is required if the legisla­

ture wishes to begin each session with absolute certainty that there 

is sufficient cash to meet expenditures budgeted for the next fiscal 

year. For absolu\e certainty on July 1 (the start of the budget year), 

only 12-months of revenues are required in the reserve. Funding of

the CBB reserve fuid can be structured in two basic ways:

• a single very large deposit would allow for a near-term imple­
mentation of cash-based budgeting, or

• smaller annual deposits over a period of years would provide 

for a delayed start of this bu geting system.

Based on the assumption that the current State government expenditure 

policy of appropriating total projected revenues applies for the year 

in which cash-based budgeting tegins, an 18-month CBB reserve must 

contain $4,836 billion to start ca;h-based budgeting in FY 86, or

$5,173 billion for a delayed start in FY 94,

Deferred Implementation of Cash-Based Budgeting

During the current session, legislative attention on cash-based budget­

ing has focused on a long-term payment plan (CS HJR 39) for developing

the CBB reserve fund. There are essentially three sources of funding

the CBB reserve for deferred implementation of cash-based budgeting:

the General F u n d , Permanent Fund e ar n i n g s , and new or higher t a x e s .

Over a period of years, contributions to the CBB reserve would come 

from one or a combination of these sources (CS HJR 39 targets general 

fund unrestricted revenues). A significant feature of CS HJR 39 

(and the computer model used in this report) is the automatic start-up 

of cash-based budgeting once the reserve fund exceeds the total 

expenditures in the preceding 18 months.

2a  Constitutional amendment is the generally preferred means of creat­

ing the reserve fund and defining its use for budgetary purposes. 

The Constitution would serve to insulate the cash-based budgeting 
reserve fund from the political process much as is the case with the 

Permanent Fund.



The G ene ra l  Fund .  In t h i s  r e p o r t ,  Gene r a l  Fund u n r e s t r i c t e d  revenues  
i d e n t i f i e d  as  p o t e n t i a l l y  a v a i l a b l e  f o r  c o n t r i b u t i o n  t o  a CBB r e s e r v e  
f und a r e  t h o s e  r e v en ue s  " in  e x c e s s "  o f  t h e  p r o j e c t e d  o p e r a t i n g  c o s t s  
o f  g ove rnmen t .  F o r  t h i s  p u r p o s e ,  no r e a l  g row th  in  t h e  O p e r a t i n g  
Budge t  above  t h e  FY 8 4  l e v e l  ( $ 2 , 0 5 7  b i l l i o n )  i s  a s sumed .

Th r e e  mechan isms f o r  o b t a i n i n g  c o n t r i b u t i o n s  t o  t h e  CBB r e s e r v e  fund  
a r e  c o n s i d e r e d  in  t h i s  r e p o r t :

• A p e r c e n t a g e  o f  u n r e s t r i c t e o  r evenues  d e p o s i t e e '  i n t o  t h e  CBB 
r e s e r v e  fund m on th l y ;

• A "g r u b s t a k e " c o n t r i b u t i o n  t o  t h e  CBB r e s e r v e  f u r d  a p p r o p r i a t e d  
i n  t h e  1 9 8 4  l e g i s l a t i v e  s e s s i o n  t o  become e f f e c t i v e  c o n t i n g e n t  
on v o t e r  a p p r o v a l  o f  t h e  CBB prog ram d u r i n g  t h e  19 8 4  gene ra l  
e l e c t i o n .

• A p e r c e n t a g e  o f  t h e  b a l a n c e o f  u n o b l i g a t e d  ( u n a p p r o p r i a t e d )  
r e v en u e s  r em a in in g  in  t h e  Gene ra l  Fund a t  t h e  end o f  e ach  y e a r .

Assuming t h a t  a c t u a l  r e v en ue s  match  t h e  3 0 t h  p e r c e n t i l e  r evenue  f o r e ­
c a s t ,  annua l  c o n t r i b u t i o n s  o f  1 1 . 6  p e r c e n t  o f  t o t a l  u n r e s t r i c t e d  r e v e ­
nues would  e n a b l e  t h e  CBB r e s e r v e  f und  t o  a t t a i n  t h e  18 -mon th  r e s e r v e  
r e q u i r em en t  o f  $ 5 , 1 7 3  b i l l i o n  by FY 9 4 .  An FY 94  c a s h - b a s e d  b u dg e t in g  
s t a r t - u p  c o u l d  a l s o  be a c h i e v e d  w i t h  an annua l  Gene ra l  Fund c o n t r i b u t i o n  
o f  10 p e r c e n t  i f  a f r o n t - e n d  ( g r u b s t a k e )  c o n t r i b u t i o n  o f  $ 3 2 5  m i l l i o n  
were made d u r i n g  t h e  c u r r e n t  s e s s i o n .  Under  t h e s e  o p t i o n s ,  annual  
c o n t r i b u t i o n s  t o  t h e  CBB r e s e r v e  fund wou ld  range  between $ 3 2 5  m i l l i o n  
and $ 4 7 2  m i l l i o n .  G ene r a l  Fund " e x c e s s  r e v en u e s "  would  be s u f f i c i e n t  
t o  meet  CBB c o n t r i b u t i o n  r e q u i r em en t s  in  ev e ry  y e a r  e x c e p t  FY 92 and 
FY 9 3 .

Permanent  Fund E a r n i n g s .  Permanent  Fund e a r n i n g s  a r e  a n o t h e r  p o t e n t i a l  
s o u r c e  o f  f un d s  f o r  a CBB r e s e r v e  a c c o u n t .  T h i s  r e p o r t  assumes t h e  
Permanent  Fund i s  r e s t r u c t u r e d  t o  a l l o w  annua l  c o n t r i b u t i o n s  t o  t h e  
CBB r e s e r v e  f u n d .  In a d d i t i o n ,  t h e  U n d i s t r i b u t e d  Income Accoun t  b a l a n c e  
o f  t h e  Permanent  Fund ( e s t i m a t e d  a t  $ 5 3 5 . 6  m i l l i o n  f o r  FY 8 5 )  i s  assumed  
t o  be d e p o s i t e d  i n t o  t h e  CBB r e s e r v e  fund as  a g r u b s t a k e  c o n t r i b u t i o n .

Under  t h i s  s e t  o f  a s s u m p t i o n s ,  Permanent  Fund e a r n i n g s  c o n t r i b u t e d  t o  
t h e  CBB r e s e r v e  fund a r e  p r o j e c t e d  t . / i n c r e a s e  f rom $ 2 0 8  m i l l i o n  in FY 
8 6  t o  $ 4 5 7  m i l l i o n  in  FY 9 3 .  G iven  t h e  e a r n i n g s  p o t e n t i a l  o f  t h e  CBB 
r e s e r v e  f u n d ,  c a s h - b a s e d  b u d g e t i n g  c o u l d  be s t a r t e d  in  FY 95  w i th  
Permanent  Fund e a r n i n g s  as  a s o u r c e  o f  c o n t r i b u t i o n s .

New o r  H i g h e r  T a x e s .  A t h i r d  a l t e r n a t i v e  f o r  f u n d in g  c a s h - b a s e d  bud ­
g e t i n g  Ts t h r o u g h  new o r  h i g h e r  t a x e s .  Howeve r ,  t h i s  a p p r o a ch  i s  
l e s s  p r om i s i n g  t h an  t h e  Gene r a l  Fund o r  Permanent  Fund e a r n i n g s  o p t i o n s  
f o r  t h e  f o l l o w i n g  r e a s o n s :



• The p o l i t i c a l  f e a s i b i l i t y  o f  r a i s i n g  p e t r o l e u m  t a x e s  i s  a m a t t e r  
o f  c o n s i d e r a b l e  c o n j e c t u r e ,  e s p e c i a l l y  in  l i g h t  o f  t h e  C on g r e s ­
s i o n a l  d e b a t e  o v e r  t h e  need t o  l i m i t  t h e  a b i l i t y  o f  p e t r o l e um  
p r o d u c i n g  s t a t e s  t o  i n c r e a s e  o i l  p r o d u c t i o n  t a x e s .

• Given t h e  J a n u a r y ,  1984  e s t im a t e  o f  a l l  n o n p e t r o l e um  t a x  r e v e ­
nue o f  $ 131  m i l l i o n ,  t a x  r a t e s  would  have t o  be t h r e e  t o  f o u r  
t im e s  h i g h e r  t h an  e x i s t i n g  r a t e s  in  o r d e r  t o  meet CBB r e s e r v e  
c o n t r i b u t i o n  r e q u i r em en t s  o f  be tween $ 3 0 0  t o  $ 4 5 0  m i l l i o n  p e r  
y e a r .

• A r e i n s t i t u t e d  A l a sk a  i n d i v i d u a l  income t a x  c o u l d  p o t e n t i a l l y  
r a i s e  r e venue s  o f  a r ound  $ 225  m i l l i o n  p e r  y e a r .  T h i s  p o t e n t i a l  
s o u r c e  o f  f un d s  f o r  c a s h - b a s e d  b u d g e t i n g  i s  o f  a s u f f i c i e n t  
magn i tude  t o  fund a CBB r e s e r v e  by t h e  l a t e  1 9 9 0 s ,  bu t  may 
a l s o  be u s e f u l  as a s u p p l em en t a r y  s o u r c e  c i  f unds  unde r  o t h e r  
im p l em en t a t i o n  o p t i o n s .

Nea r -Te rm  Im p l em en t a t i o n  o f  C a s h -B a s e d  B u dge t in g

j  Two methods  by wh ich  c a s h - b a s e d  b u d g e t i n g  c o u l d  c o n c e i v a b l y  be im p l e ­
mented soon a f t e r  v o t e r  a p p r o v a l  i n  1984  a r e  by a l o a n  f rom  t h e  P e r ­
manent Fund and by b o n d i n g . B o th  o p t i o n s  would  r e q u i r e  a d o p t i o n  o f  a 
c o n s t i t u t i o n a l  amendment a l l o w i n g  t h e  S t a t e  t o  i n c u r  d e b t  f o r  p u r ­
p o s e s  o t h e r  t h an  f o r  c a p i t a l  c o n s t r u c t i o n  p r o j e c t s .  Assuming c a s h -  
ba sed  b u d g e t i n g  c o u l d  b e g in  in  FY 8 6 ,  b o th  t h e  pe rmanent  fund l o a n  and 
bond ing  methods  would  i n v o l v e  a lump sum d e p o s i t  i n t o  t h e  CBB r e s e r v e  
fund o f  $ 4 , 8 3 6  b i l l i o n .

Permanent  Fund L o a n .  The p l a n  f o r  repayment o f  t h e  Permanent  Fund 
l o an  depenJs  on t h e  i n t e r e s t  r a t e  and repayment  p e r i o d  a s sumed .  
Given a 7 - y e a r  repayment  p e r i o d  and an annual  i n t e r e s t  r a t e  o f  t en  
p e r c e n t ,  $ 4 7 9  m i l l i o n  p e r  y e a r  ( i n  a d d i t i o n  t o  i n t e r e s t  e a r n i n g s  on 
t h e  b a l a n c e )  wou ld  be d i v e r t e d  from t h e  Gene ra l  Fund t o  r e p ay  t h e  
l o a n .

The Permanent  Fund l o an  a p p r o a c h  t o  f und ing  t h e  CBB r e s e r v e  p r e s e n t s  
d i f f i c u l t i e s  i o r  t h e  f o l l o w i n g  r e a s o n s :

• The l o an  r e payn>n t  p l a n  s t a t e d  above assumes  p e r f e c t  1 i q u i d i t y  
o f  Permanent  Fund i n v e s tm e n t s . In a c t u a l i t y ,  some Permanent  
Fund i n v e s tm en t s  a r e  n o t  r e a d i l y  r e t r i e v a b l e  f o r  c o n t r i b u t i o n  
i n t o  t h e  CBB r e s e r v e  f un d .  C o n s e q u e n t l y ,  t h e  s t a r t - u p  d a t e  f o r  
c a s h - b a s e d  b u d g e t i n g  may be d e l a y e d  from 2 t o  3 y e a r s ,  and t h e  
annua l repayment  amounts would be i n c r e a s e d  s i n c e  t h e  CBB 
r e s e r v e  fund t a r g e t  grows in  p r o p o r t i o n  t o  r evenue  p r o j e c t i o n s  
t h r o u g h  FY 9 0 .
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.. • A s e r i o u s  d rawback o f  t h e  Permanent Fund l o a n  c o n c e p t  i s  t h e  
p r e c e d e n t  t h a t  such  a u s e  o f  t h e  pe rmanen t  fund p r i n c i p a l  
wou ld  s e t .

• A Pe rmanent  Fund l o a n  wou ld  l i k e l y  be viewed by t h e  bond marke t  
as  no d i f f e r e n t  t h an  any o t h e r  g en e r a l  o b l i g a t i o n  d e b t  o f  t h e  
S t a t e .  C o n s e q u e n t l y ,  t h i s  ve ry  l a r g e  o u t s t a n d i n g  d e b t  m igh t
c a u s e  t h e  S t a t e ' s  AA bond r a t i n g  t o  d r op  t o  A o r  A - ,  making
f u r t h e r  bond s a l e s  f o r  any S t a t e  agency  more e x p e n s i v e  w h i l e  
t h e  l o an  was b e in g  r e p a i d .  F u r t h e rm o r e ,  a d e b t  o f  t h e  magn i tude  
o f  $ 4 . 8  b i l l i o n  would  e l i m i n a t e  any f u r t h e r  d e b t  c a p a c i t y  f o r  
t h e  S t a t e  u n t i l  t h i s  l o a n  i s  r e p a i d .

B ond ing .  An a l t e r n a t i v e  n e a r - t e r m  c a s h - b a s e d  b u d g e t i n g  f u n d in g  s o u r c e  
i s  bonded d e b t .  I f  $ 4 , 8 3 6  b i l l i o n  in  bonds c o u l d  be s o l d  by t h e  S t a t e ,  
c a s h - b a s e d  b u d g e t i n g  c o u l d  be s t a r t e d  in  t h e  n e a r  t e rm  w i t h  a repayment  
s c h e d u l e  much l i k e  t h a t  wh ich  wou ld  o c c u r  unde r  t h e  Permanent Fund l o an
o p t i o n .  The f o l l o w i n g  p o t e n t i a l  p rob lems  a r e  a s s o c i a t e d  w i t h  t h e
bond ing a l t e r n a t i v e :

• A c c o r d i n g  t o  a r e c e n t  r e p o r t  o f  S t a t e  d e b t  c a p a c i t y ,  an
a d d i t i o n a l  $ 1 . 2  b i l l i o n  in  deb t  c o u l d  p o t e n t i a l l y  be i n c u r r e d
by t h e  S t a t e  t h r o u g h  FY 9 0  o n ly  by d o u b l i n g  i t s  c u r r e n t  d e b t  
s e r v i c e  t o  r evenue  r a t i o . T h i s  r e p o r t  recommends a g a i n s t  such  
an i n c r e a s e  in  t h e  d e b t  s e r v i c e / r e v e n u e  r a t i o  s i n c e  t h e  S t a t e ' s
AA bond r a t i n g  wou ld  be in  j e o p a r d y . ^

• The I n t e r n a l  Revenue S e r v i c e  ( I R S )  f o ; o i d s  f i n a n c i a l  a r b r i t r a g e  
w i t h  r e g a r d  t o  r e venue s  r a i s e d  by s a l e  o f  t a x  exempt b ond s .  
T h i s  means t h e  S t a t e  would be p r o h i b i t e d  f rom i n v e s t i n g  r ev enue s  
r a i s e d  by bond s a l e s  a t  i n t e r e s t  r a t e s  h i g h e r  t h an  t h o s e  p e r ­
t a i n i n g  t o  t h e  s a l e  o f  t h e  b ond s .  T h i s  f a c t o r  wou ld  e f f e c t i v e l y  
r a i s e  t h e  o v e r a l l  c o s t  o f  t h e  bond ing  a l t e r n a t i v e  f o r  f un d in g  
c a s h - b a s e d  b u d g e t i n g  by t h e  amount o f  f o r e g o n e  i n t e r e s t  e a r n i n g s  
o f  CBB r e s e r v e  fund i n v e s tm e n t s .

The F i s c a l  B e n e f i t s  and L i m i t a t i o n s  o f  C a s h - B a s e d  B u d g e t i n g

The i n t e n t  o f  l e g i s l a t i o n  p r o p o s i n g  c a s h - b a s e d  b u d g e t i n g  i s  t o  c r e a t e  
a b u d g e t i n g  sy s t em  wh ich  w i l l  a l l o w  l e g i s l a t o r s  t o  know p r e c i s e l y  how 
much money can be a p p r o p r i a t e d  in  t h e  b u d g e t s  t h a t  t h e y  w i l l  p r e p a r e .  
However ,  c a s h - b a s e d  b u d g e t i n g  i s  more t h an  s im p ly  a mechan ism f o r  
making r e v en ue s  more c e r t a i n .

3a Rev iew o f  Debt C a p a c i t y  and Deb t  Management f o r  t h e  S t a t e  o f  A l a s k a ; 
Augus t  1 9 8 3 ,  D r e p a r e d  by Government F in a n c e  R e s e a r c h  C e n t e r -M u n i c i p a l  
F in a n c e  O f f i c e r s  A s s o c i a t i o n ,  Wash ing ton  D .C .



F i s c a l  R e s t r a i n t .  The im p l em en t a t i o n  o f  c a s h - b a s e d  b u d g e t i n g  would  
p r o v i d e  f o r  a 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 f i c i t  s p end in g  by 
r e q u i r i n g  t h a t  a p p r o p r i a t i o n s  f o r  a g iven  f i s c a l  y e a r  may no t  ex ceed  
t o t a l  r e v enue s  a l r e a d y  in  hand f rom t h e  p r i o r  c a l e n d a r  y e a r .  In a d d i ­
t i o n ,  a b o u t  $ 4 0 0  m i l l i o n  p e r  y e a r  would  be d i v e r t e d  from t h e  r evenue  
s t r e am  t o  t h e  CBB r e s e r v e  fund  d u r i n g  t h e  p e r i o d  o f  r e s e r v e  fund  g r ow th .  
In t h o s e  y e a r s ,  l e s s  r e v en ue s  wou ld  be a v a i l a b l e  f o r  a p p r o p r i a t i o n  
f o r  o t h e r  p u r p o s e s .

B r i n g i n g  C e r t a i n t y  To The B u d g e t i n g  P r o c e s s .  Knowing e x a c t l y  how much 
money i s  a v a i l a b l e  f o r  a p p r o p r i a t i o n  e a c h  y e a r  i s  d i f f e r e n t  f rom t h e  
t a s k  o f  a l l o c a t i n g  a v a i l a b l e  f u n d s .  Even t h o u gh  t h e  s i z e  o f  t h e  p i e  
w i l l  be known unde r  c a s h - b a s e d  b u d g e t i n g ,  t h e  p r ob lem s  o f  d i v i d i n g  up 
t h e  p i e  w i l l  s t i l l  r e q u i r e  d i f f i c u l t  p o l i t i c a l  d e c i s i o n s .  F o r  l o c a l  
governments  and s c h o o l  d i s t r i c t s ,  who r e l y  on S t a t e  a p p r o p r i a t i o n s  t o  
f i n a l i z e  t h e i r  b u d g e t s ,  u n c e r t a i n t y  o v e r  r e v en ue s  wou ld  remain  u n t i l  
t h e  l e g i s l a t i v e  a l l o c a t i o n  p r o c e s s  i s  c o m p l e t e .  T h i s  s o u r c e  o f  r evenue  
u n c e r t a i n t y  w i l l  become an i n c r e a s i n g  p r o b lem  f o r  l o c a l  j u r i s d i c t i o n s  
d u r i n g  a p e r i o d  o f  d e c l i n i n g  r evenue s  as  a c on s e qu en c e  o f  i n c r e a s ing ; l . y  
i n t e n s e  c o m p e t i t i o n  among c o n t e n d e r s  f o r  a p i e c e  o f  t h e  b udge t  p i e .

In a d d i t i o n ,  c a s h - b a s e d  b u d g e t i n g  r e s o l v e s  t h e  " r evenue  u n c e r t a i n t y "  
p rob lem  f o r  b u d g e t i n g  p u r p o s e s  on a y e a r - t o - y e a r  b a s i s ,  i t  do es  no t  
e l i m i n a t e  t h e  c o n s i d e r a b l e  u n c e r t a i n t y  c o n c e r n i n g  how t h e  S t a t e  w i l l  
budge t  "w i t h i n  i t s  means" d u r i n g  a p e r i o d  o f  p r o j e c t e d  d e c l i n i n g  
r e v e n u e s .

Revenue S t a b i l i t y  -  Sm o o t h i n g .  W i th  t h e  s t a r t  o f  c a s h - b a s e d  b u d g e t i n g ,  
an e l emen t  o f  r e v en ue  s t a b i l i t y  wou ld  be i n t r o d u c e d  t o  t h e  e x t e n t  t h a t  
r e v en ue s  needed t o  c o v e r  f u t u r e  a p p r o p r i a t i o n s  w i l l  be " in  t h e  bank. ." 
However ,  c a s h - b a s e d  'budge t ing  wou ld  do  n o t h i n g  t o  smooo th  o u t  an e r a t i c  
revenue  s t r e am  ( i n c  1 tiding b o t h  s h a r p  i n c r e a s e s  and d r a m a t i c  d r o p s )  s i n c e  
r e venue s  would  p r e s um ab ly  be a p p r o p r i a t e d  a t  t h e  same l e v e l  a t  wh ich  
t h e y  were r e c e i v e d  1 8 -m on th s  e a r l i e r .

C a s h - B a s e d  B u d g e t i n g  As An Expen d i t u r e  L i m i t a t i o n .  As a l i m i t  on e x ­
p e n d i t u r e s ,  c a s h - b a s e d  budge t ing"  d i f f e r s  f rom c o n v e n t i o n a l  e x p e n d i t u r e  
l i m i t a t i o n s  wh ich  a r e  t i e d  t o  g row th  in  demand f o r  g ove rnmen ta l  s e r v ­
i c e s  ( p o p u l a t i o n  g r ow th )  and c hanges  in  t h e  c o s t s  o f  g o ods  and s e r v i c e s .  
I n s t e a d ,  c a s h - b a s e d  b u d g e t i n g  i s  s im p ly  bound t o  i n c r e a s e s  o r  d e c l i n e s  
i n  t o t a l  S t a t e  r e v en ue s  wh ich  a r e  p r e d o m in a t e l y  d e t e rm in ed  by c hanges  
in  t h e  p r i c e  and p r o d u c t i o n  l e v e l  o f  p e t r o l e u m .



Flow C h a r t s  Showing t h e  Im p l em en t a t i o n  o f  C a s h -B a s e d  B u d g e t i n g

F i g u r e s  1 and 2 i l l u s t r a t e  t h e  t r a n s i t i o n  t o  c a s h - b a s e d  b u d g e t i n g  
unde r  t h e  d e f e r r e d  im p l em en t a t i o n  o p t i o n .  F i g u r e  1 shows t h e  t im in g  
o f  t h e  f l o w  o f  funds  and F i g u r e  2 shows t h e  a n t i c i p a t e d  impac t  o f  CBB 
on S t a t e  e x p e n d i t u r e s .  I n f o r m a t i o n  p r o v id e d  by t h e  g r a p h s  i s  summar ized  
b e l ow .

F i g u r e  1 shows t h a t :

• t h e  c u r r e n t  p r a c t i c e  o f  p r e p a r i n g  t h e  annua l budge t  d u r in g  
t h e  p r e c e d i n g  f i s c a l  y e a r  i s  r e t a i n e d  unde r  CBB;

• t h e  c u r r e n t  p r a c t i c e  o f  spend ing  r evenues  d u r i n g  t h e  p e r i o d  
i n  wh ich  t h e y  a r e  c o l l e c t e d  c o n t i n u e s  d u r i n g  t h e  t r a n s i t i o n  
p e r i o d  ( 1 9 8 6  t h r o u g h  1 9 9 3 ) ;

• a p o r t i o n  o f  annual r evenue s  i s  d i v e r t e d  t o  t h e  CBB R e s e rv e  
Fund d u r i n g  t h e  t r a n s i t i o n  p e r i o d ;

• t h e  CBB R e s e rv e  Fund i s  t r a n s f e r r e d  t o  t h e  G ene ra l  Fund i n  1 9 9 4  
and i s  t h e  s o u r c e  o f  money s p en t  d u r i n g  FY 9 4 ;

• r e v enue s  c o l l e c t e d  d u r i n g  t h e  f i r s t  h a l f  o f  FY 94 a r e  h e l d  f o r  
e x p e n d i t u r e  in  FY 9 5 ;

• t h e  CBB R e s e rv e  Fund i s  t h e  s o u r c e  o f  t h e  r em a in d e r  o f  t h e  
money s p en t  d u r i n g  FY 9 5 ;  and

• b e g in n in g  in  1 9 9 6 ,  e x p e n d i t u r e s  d u r in g  t h e  f i s c a l  y e a r  a r e  
l i m i t e d  t o  t h e  amount o f  revenue  c o l l e c t e d  in  t h e  p r e c e d i n g  
c a l e n d a r  y e a r .

F i g u r e  2 shows t h a t :

• c o n t r i b u t i o n s  t o  t h e  CBB R es e rv e  Fund beg in  in  1 9 8 6  and c o n t i n u e  
t h r o u g h  1 9 9 3 ;

• annual c o n t r i b u t i o n s  t o  t h e  CBB R e s e rv e  Fund r e d u c e  t h e  l e v e l  
o f  e x p e n d i t u r e  b e c a u s e  t h e y  d i v e r t  r evenue wh ich  wou ld  o t h e rw i s e  
go t o  t h e  Genera l  Fund ;^

^ T h i s  c o n c l u s i o n  i s  b a s ed  on t h e  a s sum p t i on  t h a t  e x p e n d i t u r e s  w i l l  e q ua l  
r e v en ue s  in  e a ch  y e a r .  I f  t h e  amount budge ted  w i t h o u t  c a s h - b a s e d  bud ­
g e t i n g  i s  l e s s  than  r e v e n u e s ,  t h e  r e d u c t i o n  in s p end in g  unde r  c a s h -  
ba sed  b u d g e t i n g  wou ld  be l e s s  th an  shown in  t h e  g r a p h .

-7-



t h e  CBB R e s e rv e  Fund grows t o  o v e r  $5 b i l l i o n  in  8 y e a r s ,  
i n c l u d i n g  $ 1 . 8  b i l l i o n  in  i n t e r e s t  e a r n i n g s ;

c o n t r i b u t i o n s  s t o p  when t h e  b a l a n c e  o f  t h e  CBB R e s e rv e  Fund 
ex ceed s  t o t a l  r e v en ue s  f o r  t h e  p r e c e d i n g  18 m on th s ;

when t h e  b a l a n c e  o f  t h e  CBB R e s e rv e  Fund i s  t r a n s f e r r e d  t o  t h e  
Genera l  Fund i n  1 9 9 4 ,  e x p e n d i t u r e s  can  e x c e e d  t h e  l e v e l  o f  
e x p e n d i t u r e  t h a t  c o u l d  have  o c c u r r e d  w i t h o u t  CBB;

f u t u r e  i n t e r e s t  e a r n i n g s  f r om  t h e  l a r g e  G ene r a l  Fund b a l a n c e  
p e rm i t  h i g h e r  annua l l e v e l s  o f  e x p e n d i t u r e s  t h an  c o u l d  o c c u r  
w i t h o u t  t h o s e  i n t e r e s t  e a r n i n g s ;

a l t h o u g h  CBB p e rm i t s  a h i g h e r  l e v e l  o f  f u t u r e  e x p e n d i t u r e s ,  
t h e  l e v e l  o f  e x p e n d i t u r e s  f o l l o w s  t h e  same t r e n d  a s  e x p e n d i t u r e s  
w i t h o u t  CBB; and

CBB do e s  no t  r e d u c e  annua l f l u c t u a t i o n s  in  t h e  p e r m i s s i b l e  
l e v e l  o f  e x p e n d i t u r e s .



Figure 1



m
n

z
s

-.
 

3>v
s 

J
i
m
x
 

. 
. 

 ̂
m 

x> 
c 

—
i 
m 

o 
z 

m 
~o 

x 
m

EXPENDITURES AND RESERVES UNDER CASH BASED BUDGETING 

<IN MILLIONS OF S)

Figure 2

82 84 86

WITHOUT CBB 

UNDER CBB

88 90

YEAR

92 94 96 98 00

6000

4800

3600“

2400"

1 2 0 0 -

r r r r i  t  t t t  t t t  r  i

81 83 85 87 89 91 93 95 97 99
82 84 86 88 90 92 94 96 98 00

BALANCE FORWARD
CONTRIBUTION
INTEREST

YEAR



NOTE REGARDING THE FOLUDWING F I W E ( S )  ON fllC R O F IL II: 

COflPLETE D O C IT0IT I S  AVAILABLE III ORIGINAL F I L E S .  

T IT L E  PAGE ONLY HAS B E E ! F IL flE D .



gState Budget Policy Under 
Uncertain Revenue Forecasts
Options for Legislative Action

■>&37

,«\rrK‘

r n m m m m
M M I

W'twi

-S iffi Vfriffii’Vf'OT ’nrffffi
m m

:V House Research Agency Report 82-B
a vjVV':)'■•, .v -;* ;v '' .*•>'•<••.«; vV

‘i$ 0 0 0 § ?M l m m m ,

$ & m m ®
S S m s m m B mm b



T h e  p u r p o s e  o f  t h i s  L e g i s l a t i o n ,  o r i g i n a l l y  i n t r o d u c e d  i n  a

S L ’ G H T L Y  D I F F E R E N T  F ORM I N A P R I L  OF 1 9 7 9  W I T H  A B I - P A R T I S A N  L I S T  

OF 2 4  S P O N S O R S ,  I S  TO S T A B I L I Z E  B U D G E T I N G  I N  A L A S K A t A T  THE P R E S E N T

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

WE M A K E  OUR V E R Y  B E S T  E F F O R T S  TO C A L C U L A T E  P R O B A B L E  I NCOME F OR THE 

N E X T  F I S C A L  Y E A R ,  AND THE N A T T E M P T  TO BUDGE T UP TO T H A T  F I G U R E ,

H O P I N G  THAT WE HA V E  N E I T H E R  O V E R S P E N T  AND C A U S E D  L E G A L  P R O B L E M S ,  OR 

L E F T  TOO MUCH ON T HE  T A B L E  AND C O N S E Q U E N T L Y  D I S A P P O I N T E D  L A R G E  

N U M B E R S  OF V O T E R S .

B Y  THE S I M P L E  E X P E D I E N T  OF S E T T I N G  A S I D E ,  I N A C O N S T I T U T I O N A L L Y -  

P R O T E C T E D  A C C O U N T ,  1 5  P E R C E N T  OF AN A V E R A G E  Y E A R ' S  I NCOME FOR A P E R I O D  

OF S E V E N  Y E A R S ,  WE W I L L  HAVE A T O T A L  OF  1 0 5  P E R C E N T  O F  AN A V E R A G E  

Y E A R ' S  INCOME I N  T HE  A C C O U N T .  B E G I N N I N G  I N T HE  E I G H T H  Y E A R ,  A L L  

B U D G E T I N G  WOULD B E  DONE FROM T H A T  F UND OF KNOWN CASH R E S E R V E S ,  AND 

A L L  I NCOME FROM T H A T  T I M E  ON WOULD GO I NT O T H E  R E S E R V E  FUND,

A P O T E N T I A L  E X I S T S  OF L E G A L  C H A L L E N G E  A S  TO WHETHER A P P R O P R I A T I O N S  

TO T H E  FUND WOULD RUN A F O U L  OF THE S P E N D I N G  L I M I T A T I O N  WHICH WAS 

A P P R O V E D  B Y  T H E  V O T E R S  L A S T  F A L L .  A T O P - O F - T H E  HEAD O P I N I O N  FROM THE

L e g a l  D i v i s i o n  i s  t h a t  i t  w o u l d  n o t ,  b u t  w e  a r e  h a v i n g  i t  r e s e a r c h e d

I N MORE D E P T H ,  AND M I G H T  HAVE TO I N T R O D U C E  AME N D ME N T S  A C C O R D I N G L Y .

T h e  m a i n  t h r u s t  o f  t h e  a m e n d m e n t  i s  t h a t  i t  w o u l d :

1 .  P L A C E  THE E N T I R E  B U D G E T I N G  P R O C E S S  ON THE B A S I S  OF KNOWN 

F I S C A L  R E S E R V E S .

2 .  s h o r t e n  L e g i s l a t i v e  s e s s i o n s  b y  e l i m i n a t i n g  t h e  n e c e s s i t y

OF J U G G L I N G  I NCOME P R O J E C T I O N S .

3 .  E N A B L E  I N T E R I M  B O D I E S  AND I N D I V I D U A L S  TO WORK ON THE B UD GE T A R Y  

P R O C E S S  THROUGHOUT T H E  Y E A R .

4 .  E L I M I N A T E  T H E  D A N G E R O U S  P R O B A B I L I T Y  OF  O V E R - B U D G E T I N G .

5 .  S i m p l i f y  a n s w e r i n g  c o n s t i t u e n t  d e m a n d s  f o r  f u n d i n g  o f  m a n y

P R O J E C T S  AND P R ^ G P A M S .

6 .  E N S U R E  F U L L  F UND V G  OF P R O J E C T S  AND P ROGRAMS  A P P R O V E D  B Y  THE

L e g i s l a t u r e .

Ob j e c t i o n s  w i l l  b e  t h a t  w e  c a n n o t  a f f o r d  t h e  s f .t a s i d e  a n d  t h a t

WE WOULD B E  I D L I N G  L A R G E  AMOUNT S  OF MONEY FOR AN E N T I R E  Y E A R .  TO T H E  

F I R S T  OF T H O S E  WE A N S W E R  T H A T  WE P R O B A B L Y  CANNOT A F F O R D ,  G I V E N  THE 

R A D I C A L  C H A N G E S  I N I NCOME  WHI CH WE E X P E R I E N C E ,  N O J  TO I N S T A L L  SOME 

S O R T  OF S T A B I L I Z I N G  D E V I C E .  T o  THE  SECOND T H A T  THE MONEY W I L L  BE  A T  

’Y O R K , E A R N I N G  I N C O M E ,  F OR THE E N T I R E  P E R I O D  DUR I NG WHI CH I T  I S  IN 

THE L I M B O  OF T H E  R E S E R V E  ACCOUNT M U  E VE N A F T E R  I T  I S  B UD GE T E D  W I L L  

C O N T I N U E  TO B E  A T  WORK U N T i L  A C T U A L L Y  E X P E N D E D ,




