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FISCAL NOTE

BILL NO.

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Oate:

Title: ‘An Act relating to the Budget Reserve Fund..*

Sponsor: (H) Finance

Requestor: (H) Finance

Expenditures/Revenues

OPERATING EXPENDITURES FY95 FY96
PERSONAL SERVICES 0.0 0.0
TRAVEL 0.0 0.0
CONTRACTUAL 0.0 0.0
SUPPLES 0.0 0.0
EGUIPA/EMe 0.0 0.0
LAND & STRUCTURES 0.0 0.0
GRANTS, CLAIMS 0.0 0.0
MISCELLANEQUS 0.0 0.0
TOTAL OPERATING 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0
CHANGE IN REVENUES( ) 0.0 0.0

FUND SOURCE

1002 Federal Receipts 0.0 0.0
1003 GF Match 0.0 0.0
1004 GF 0.0 0.0
1005 GF/Program Receipts 0.0 0.0
1006 GF/MHTIA 0.0 0.0
Other 0.0 0.0
Total 0.0 0.0
Estimate of current year (FY94) cost: none
POSITIONS: .
FULL-TIME 0 0
PART-TIME 0 0
TEMPORARY 0 0
ANALYS'S (Attach a separate page if necessary)

Prepared by: Dlon Wanie, Director
Division: Fmance

Nancy Bear Usera

Approved by Commissioner:

Agency: Administration / /

_o»pt. Atiacied:
_BRU

Component:

Administration

COMPONENT SERIAL NO.

(Thousands of Dollars)

FY97
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

FY98

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

(Thousands of Dollars)

0.0
0.0
0.0
0.0
0.0
0.0
0.0

(e NoNo)

0.0
0.0
0.0
0.0
0.0
0.0
0.0

Phone

H '\/%rs_ion:CSHB 5
(H Publish Date; 2

50

FY99
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

[N Ne)

. 465-2240

Oate:

Date

PREPARER TO PROVIDE ALL DISTRIBUTION &OPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For lunrwr Ustribvilon Inormailon call the Governors legislative Ollico
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FY0O
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
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FISCAL NOTE

Bill Version:_cshb_58Jfin
(H) Publish Date: 2/n /94

" STATE OF ALASKA (
1994 LEGISLATIVE SESSION
Revision Date: February 10. 1994 Department Affected: Department of Law
Title: "An Act relating to the budget reserve fund... BRU: Legal Services
art. IX. sec. 17 Constitution State of Alaska.. Component: Operations -
Sponsor: House Finance Committee
Requestor: House Finance Committee COMPONENT SERIAL NO. 0093

EXPENDITURES/REVENUES:

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99

PERSONAL
TRAVEL

CONTRACTUAL

SUPPLES

EQUIPMENT

LAND &

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0- . 0- 0- 0-

CAPITAL
REVEN™;'S

FUNDING:

1002 Federal

1003 GF Match

1004 GF

1005 GF/Prcgram

1006 GF/MHTIA

OTHER

TOTAL -0- -0- -0- -0-
POSITIONS:

FULL-TIME -0- -0- -0- -0-
PART-TIME

TEMPORARY

Estimate of current year (FY94) impact: -O'

ANALYSIS: (Attach a separate page if necessary.)
Please see the attached analysis.

fxic/k'
Prepared by: Richard I. Peques Directdr/ . . Phone:465-3672
Division: Administrative Barvices*Division L | | /J Date: February 10. 1994
o (Nicl—N '
Approved by Commissioner:  Bruce M. BotelKd', Attorney General
Agency: Department of Law Date: February 10, 1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office

Rev 11/93

Page 1 of
COMMITTEE COPY



AMENDMENT

TO: CSHB 58 (FIN) BY Senator Rieger

Page 1, line 13 Delete: "and"
Page 2, line 2: After "Alaska;" insert:

"and (D) the balance in the statutory budget reserve fund
established in AS 37.05.540;"

Page 2, Line 4 After "from" insert:

"(A) the constitutional budget reserve fund under the authority
granted in art. IX, sec. 17 Constitution of the State of Alaska; and"

(B)"

SENATE FINANCE
COMMITTEE A™")

Amendment Number”-,------

Sponsor.ffei-y Y
Logged In By.



FISCAL

"STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date: February 10. 1994 )
Title: "An Act relating to the budget reserve fund...
art. IX, sec. 17 Constitution State of Alaska..."
Sponsor: House Finance Committee

Requestor: House Finance Committee

EXPENDITURES/REVENUES:

OPERATING
PERSONAL
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0-

FY 95 FY 96

CAPITAL
REVENUE

FUNDING:

1002 Federal

1003 GF Match

1004 GF

1005 GF/Program

1006 GF/MHTIA

OTHER

TOTAL -0- -0-
POSITIONS:

FULL-TIME -0- -0-
PART-TIME

TEMPORARY

Estimate of current year (FY94' impact. -0-

ANALYSIS: (Attach a separate page if necessary.)
Please see the attached analysis.

Prepared by: Richard I. Pegues. Director/
Division: Administrative Services Division 0 "

Approved by Commissioner:
Agency: Department of Law

Bruce M. Botelne. Attorney General

No. 3
Bill Version:cshb 58 (fin
(H) Publish Date: 2/11/9 4

NOTE
LI

Department Affected: Department of Law
BRU: Leoal Services

Component: Operations

COMPONENT SERIAL NO. 0093

FY 97 FY 98 FY 99 FY 00

465-3672
Februaiv 10. 1994

Phone:
4 Date:

Date: February 10. 1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Rev 11/93
COMMITTEE

Page 1 of
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/ FISCAL NOTE ~*

STATE OF ALASKA BILL NO. CSHB 58 IFIN1
1994 LEGISLATIVE SESSION

ANALYSIS CONTINUATION:

This bill amends AS 37.10 to clarify the meaning of the term "amount available for appropriation” as it is used in
art. 1X, sec. 17 of the Constitution of the State of Alaska. The bill also clarifies the terms "the amount of appropriations
for the previous fiscal year" and "the amount of appropriations in the previous calendar year for the previous fiscal year."
Last, the hill establishes the repayment schedule to be followed for reimbursements to the budget reserve account from
the unreserved, undesignated balance of the general fund to be carried forward as of June 30 of the fiscal year. The
changes to the Public Funds Chapter of Title 37 will not have a fiscal impact on the Department of Law. To the extent
that disputes arise involving public funds activities the department will use existing resources to handle such disputes, as
it has irt the past.

Page 2 of 2



AMENDMENT

TO: CSHB 58 (FIN) BY Senator Rieger

Page 1, line 13 Delete: "and"
Page 2, line 2: After "Alaska;" insert:

"and (D) the balance in the statutory budget reserve fund
established in AS 37.05.540;"

Page 2, Line 4 After "from" insert:

"(A) the constitutional budget reserve fund under the authority
granted in art. IX, sec. 17 Constitution of the State of Alaska; and"

(B)"

SENATE FINANCE
COMMITTEE T

Amendment Nurpber:
Bill Numb#: V—



SENATE AMENDMENT
House Bill 58
By Senator Bert Sharp

Amendment #3

AS 37.10 is amended by adding a new section to read:

Article 6 BUDGET RESERVE FUND.
TAXESseC' 3710410, ADMINISTRATIVE PROCEEDINGS INVOLVING

(A) The following money received by the state is considered to

be received as a result of the termination of an administrative
proceeding for purposes of applying art. IX, sec. 17(a), Constitution of
the State of Alaska; _

(1) ﬁast due taxes that are received by the state for each tax
year for which a request for an informal conference under
AS 4305.240(a) is made to the Department of Revenue, together
with penalties and interest on the taxes;

(2) past due taxes that are received by the state after a
request for a formal hearing under AS 43.05.240(b)(1) is made to the
Department of Revenue, together with penalties and interest on the
taxes.
~  (B) Money received by the state under the following conditions
IS not considered to be received as the result of the termination of an
administrative proceeding for purposes of applying art. IX,
sec. 17(a), Constitution of the State of Alaska;

(1) taxes that are not due at the time the request for the
proceeding was made under AS 43.05.240(@) or (b%l;

(2) taxes set out in a return not audited by the department at
the date of collection; or _ .

. (32_ taxes collected for a tax year for which the taxpayer did not
give notice of appeal of an assessment made by the department.

SENATE FINANCE
COMMITTEE /O

Amendment Number:J” _ ---—--
Bin Number:_AtfLg—

Sponsor:___ SATT »
[ nnnori In BV~



SENATE AMENDMENT

Jt-

By R'eyef
TO; CSH R 58 (f/M) SENATE BILL No.
T0: HOUSE BILL Sfc
Page: Line:
2% 89 | U » * 7
I |
fnr*  saurc pde« /y-ked —m
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58(FIN) -amftefd-Hdy—
-r6r' CS FOR HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUEE ANANCE COVMITTEE

iy

qeog HOUEE ANANCE COVMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act relating to the budget reserve fund established under art. IX, sec. 17,

Constitution of the State of Alaska."

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

* Section 1. AS 37.10 is amended by adding a new section to read:
ARTICLE 6. BUDGET RESERVE FUND.
Sec. 37.10.420. MONEY AVAILMNLE FOR APPROPRIATION, (a) For

HB0058d -1- CSHB 58(FIN) am(efd fld)
New Text Underlined (DELETED TEXT BRACKETED]



forward from the preceding fiscal year that is not subject to the repayment

obligation imposed by art. IX, sec. 17(d), Constitution of the State of Alaska;

(2) "the amount appropriated for the previous fiscal year" means the

amount appropriated from the same revenue sources used to calculate the money
available for appropriation for the current fiscal year; and

(3) "the amount of appropriations made in the previous calendar year

for the previous fiscal year" means appropriations made for a fiscal year that were

enacted during the calendar year that ends on December 31 of that same fiscal year.

(b) If the amount appropriated from the budget reserve fund has not been
repaid under art. 1X, sec. 17(d), Constitution of the State of Alaska, the Department
of Administration shall transfer to the budget reserve fund the amount of money
comprising the unreserved, undesignated general fund balance to be carried forward
as of June 30 of the fiscal year, or as much of it as is necessary to complete the
repayment. The transfer shall be made on or before December 16 of the following
fiscal year.

(c) In this section, "unrestricted revenue accruing to the general fund" or
"unreserved, undesignated general fund balance carried forward” is money not
restricted by law to a specific use that accrues to the general fund according to
accepted principles of governmental or fund accounting adopted for the state
accounting system established under AS 37.05.150 in effect on July 1, 1990.

(d) An appropriation under art. 1X, sec. 17(b), Constitution of the State of
Alaska, requires an affirmative vote of the majority of the members of each house of
the legislature. An appropriation under art. 1X, sec. 17(c) requires an affirmative vote
of three-fourths of the members of each house of the legislature.

* Sec. 2. The provisions of sec. 1 of this Act are declaratory of existing law and repiesent
the intent of the legislature when the Sixteenth Alaska State Legislature passed Senate
Joint Resolution No. 5 (HCS CSSSSJR 5(FIN) am H), proposing an amendment to art.
IX, Constitution of the State of Alaska, creating the budget reserve fund in 1990.

CSHB 58(FIN) am(efd fld) -2- HB0058d
New Text Underlined [DELETED TEXT BRACKETED]



A MENDMENT

TO: CSHB 58 (FIN)

BY:

page 2, line 3: after "from 1 insert the following new material to
read:
N(A) the statutory budget reserve fund established in AS
37.05.540;
(B) the constitutional budget reserve fund under the
authority granted in art. 1IX, sec. 17(b) Constitution of the State
of Alaska; and ..

© »
Effect of amendment: This amendment would add appropriations frcm
the statutory budget reserve fund and majority-approvel

appropriations from the constitutional budget reserve fund to the
non restricted fund appropriations that, added together, make up
the ™mount appropriated for the previous fiscal year." Access to
the constitutonal budget reserve fund is determined by measuring
amount appropriated 1in the previous fiscal against the amount
available in the target fiscal year.
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AMENDMENT

TO: CSHB 58 (FIN) BY Senator Rieger

Page 1, line 13 Delete: "and"
Page 2, line 2 After "Alaska;" insert:

"and (D) the balance in the statutory budget reserve fund
established in AS 37.05.540;"

Page 2, Line 4 After "from" insert:

"(A) the constitutional budget reserve fund under the authority
granted in art. 1X, sec. 17 Constitution of the State of Alaska; and"

(B)"

SENATE FINANCE
commTee  (£)

Amendment Numteri

Bill Number
Sponsor.]

Logged in
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SENATE AMENDMENT S s Yy AnT

House Bill 58 _
<Cc'/'IN(/ *jo-
By Senator Bert Sharp c/'I)(/sccco*i

Amendment #2
AS 3710 is amended by adding a new section to read:

Article & BUDGET RESERVE FUND.
TAXESSec. 37.10410. ADMINISTRATIVE PROCEEDINGS INVOLVING
(A) The following money received by the state is considered to be
received as a result of the termination of an administrative
proceeding for purposes of applying m i IX, sec. 17(a), Constitution of
the State of Alaska; ot

(1) past due taxes that are received by the state for each tax
year for which a request for an informal conference under AS
43.05.240(@) is made to the Department of Revenue, together with
penalties and interest on the taxes;

(2) past due taxes that are received by the state after a
request for a formal hearing under AS 43.05.240(b)(1) is made to
me E)epartment of Revenue, together with penalties and interest on

e taxes.

(b) To the extent that an administrative proceeding involves
taxes that are not due at the time the request for the proceeding was
made under AS 43.05.240() or (b)&l), taxes set out in a return not
audited by the department at the date of collection, or taxes collected
for a tax year for which the taxpayer did not give notice of appeal of
an assessment made by the department, money received  a—result-m & =

*=sfythe termination of an administrative proceedlngS for purposes of 'sVes)il.
/"applying art. X, sec. 17(a@), Constitution e of the State of Alaska.

re.cj>-\ocd oP

committee
Amendment Number:

Bill Number =
Sponsor.

Logged In By
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SENATE AMENDMENT
House Bill 58
By Senator Bert Sharp

Amendment #2
AS 37.10 is amended by adding a new section to read:

Article 6 BUDGET RESERVE FUND.
TAXESSEC' 3710410, ADMINISTRATIVE PROCEEDINGS INVOLVING
(A) The following money received by the state is considered to be
received as a result of the termination of an administrative
proceeding for purposes of applying sbw. IX, sec. 17(a), Constitution of
the State of Alaska; .

(1) past due taxes that are received by the state for each tax
year for which a request for an informal conference under AS
43.05.240(a) is made to the Department of Revenue, together with
penalties and interest on the taxes;

2} past due taxes that are received by the state after a
request for a formal hearing under AS 43.05.240(b)(1) is made to
tﬂe Department of Revenue, together with penalties and interest on
the taxes.

(b) To the extent that an administrative proceeding involves
taxes that are not due at the time the request for the proceeding was
made under AS 43.05.240() or (b)(1), taxes set out in a return not
audited by the department at the date of collection, or taxes collected
for a tax year for which the taxpayer did not give notice of appeal of
an assessment made by the department, money received,as a resuA A~ .
of; the termination of an administrative proceedln% for purposes of 'Retire,
applying art. 1X, sec. 17(a), Constitution ~ of the State of Alaska.



SENATE AMENDMENT
House Bill 58
By Senator Bert Sharp

Amendment #2
AS 37.10 is amended by adding a new section to read:

Article 6 BUDGET RESERVE FUND.

SSec. 37.10410. ADMINISTRATIVE PROCEEDINGS INVOLVING
TAXES.

(A) The following money received by the state is considered to be
received as a result of the termination of an administrative
proceeding for purposes of applying art. IX, sec. 17(a), Constitution of
the State of Alaska; .

(1) past due taxes that are received by the state for each tax
year for which a request for an informal conference under AS
43.05.240(3) is made to the Department of Revenue, together with
penalties and interest on the taxes;

2} past due taxes that are received by the state after a
request for a formal hearing under AS 43.05.240(b)(1) is made to
tﬂe Department of Revenue, together with penalties and interest on
the taxes.

(b) ~ Money received by the state as a result of the termination
of an administrative proceeding for i)urposes of applying art. IX, sec.
17(@), Constitution of the State of Alaska does not include:

(1) taxes that are not due at the time the request for the
proceeding was made underAS 43.05.240(a) or (b)?l);

$2) taxes set out in areturn not audited by the department at
the date of collection; or _ _
~(3) taxes collected fora tax year for which the taxpayer did not
give notice of appeal of an assessment made by the department?



AMENDMENT (USr'sA™M| A
/& ?? £ /) oOri<psi-7*~

TO: CSHB 58 (FIN)

BY:
page 2, line ?\ after "from " insert the following new material to
read:" ) N -

Jx&l the statutory budget reserve fund established 1in AS
37.05.540;

C?-? $) the constitutional budget reserve fund under the
authority granted in art. 1IX, sec. I1"K~T) Constitution of the State
of Alaska; ang "

(c

Effect of amendment: This amendment would add appropriations from
the statutory budget reserve fund and majority-approved
appropriations from the constitutional budget reserve fund to the
non restricted fura appropriations that, added together, make up
the "amount appropriated for the previous fiscal year."™ Access to
the constitutonal budget reserve fund is determined by measuring
amount appropriated in the.previous fiscal against the amount
available in the target fiscal year.

/Qtf/afcolK,

Nl



MEMORANDUM _
Office of the Governor
Division of Policy

Doug Baily DATE: May 22, 1990
Attorney General

and Hugh Malone
Commissioner, Revenue
FROM: alloran PHONE: 465-3568
r, Policy

SUBJECT: SJR 5: Budget Reserve Fund

The purpose of this memorandum is to establish an administrative
record and clarify the provisions of the final version of Senate Joint
Resolution Number 5, proposing a constitutional amendment to
establish a budget reserve fund. The resolution was approved by the
Legislature on May 8, 1990, and wiil place a proposal to establish a
constitutionally-protected Budget Reserve Fund before the voters at
the November, 1990 election. (See attached copy of HCS CSSS SJR 5
- Finance, am H.)

You will find little formal legislative history on this proposal, so |
thought it prudent to establish some administrative history for the
record and to guide further administrative action. The final version
of SJR5 was drafted by this Division (Jack Fargnoli and myself) on
April 26-29, aided, at various moments, by the Department of Law
(Bruce' Bothelho, Jim Baldwin, and Jeff Bush), and then put in good
drafting form by Tam Cook and Jack Chenowith aTTne Legal Division
of Legislative Affairs on May 1 after the initial draft and
accompanying explanation were provided to Representative Kay
Brown.

That draft was only slightly modified by'subsequent legislative
action. The House Finance Committee acted on HJR 66, and converted
it from a spending limit/budget reserve fund combination to a
budget reserve fund only. That version, read across on May 4, was
adopted intact as a House floor amendment to SJR 5 on May 8, and
subsequently approved by both bodies. | kept all the internal drafts,
and will provide them to the Dept, of Law if you believe it advisable,
Doug.



Page 2

To further examine formal legislative history, if that should be
necessary at some point, you need to consider four different joint
resolutions under consideration by the legislature this session: SJR
5, HJR 66, HIR 52, and HJR 81. You wiil find, however, the vast
proportion of the testimony on the provisions of the spending limit
proposals and little discussion of the budget reserve fund.

A description of SJR5, by subsection, follows.
3-17(a):

"There is established as a separate fund in the State
treasury the budget reserve fund." (Page 2, Lines 2*3)

This permanently establishes the Budget Reserve Fund as a
separate fund in the State treasury. The Budget Reserve Fund would
be constitutionally protected, not subject to statutory changes.

"Except for money deposited into the permanent fund under
Section 15 of this article, all money received by the State
after July 1, 1990, as a result of the termination, through
settlement or otherwise, of an administrative proceeding
or of litigation in a State or federal court involving
mineral lease bonuses, rentals, royalties, royalty sale
proceeds, federal mineral revenue sharing payments or
bonuses, or involving taxes imposed on m-inerai income,
production, or property, shall be deposited in the budget
reserve fund.” (Page 2, Lines 3-11)

All "settlement”, "litigation” and "back tax" income received by
the State after 7/1/90 pertaining to the mineral sources identified
above are to be deposited into the Budget Reserve Fund, except for
revenue deposits already constitutionally dedicated to the
Permanent Fund. This provision "takes off the table"” all windfall
income deriving from these non-recurring revenue sources. The
language does not cover windfall income from non-mineral revenue
sources, such as any litigation proceeds from the Exxon Valdez oil
spill, disputed receipts from AHFC, and overdue loan payments to the
Student Loan Corporation. The language "administrative proceeding”
is meant to cover the Department of Revenue's current attempts to



Page 3

recover mineral revenues which were not paid in a timely manner
and are now in the internal appeal process, the so-called "back
taxes." As of April 30, 1990, the total in appeal was slightly over
$3 billion. The underlying purpose is to reduce incentives to
immediately spend surplus revenue, and to enhance budget stability
by minimizing year-to-year surges in overall spending levels.

"Money in the budget reserve fund shall be invested so as to
yield- competitive market rates to the fund." (Page 2, Lines
11-13)

This provision is intended to ensure that a reasonable rate of
return is earned on Budget Reserve Fund investments, and that the
Fund's balance is not used for subsidized loans.

"Income of the fund shall be retained in the fund.”" (Page 2,
Line 13)

This provision makes explicit the retention of Fund earnings
within the principal of the Fund.

"Section 7 of this article does not apply to deposits made
to the fund under this subsection." (Page 2, Lines 13-15)

This language exempts deposits to the Budget Reserve Fund
made under subsection (a) of the resolution, including deposits of
retained earnings, from the prohibition of dedicated funds contained
in Article IX, Section 7, of the Alaska Constitution.

"Money may be appropriated from the fund only as
authorized under (b) or (c) of this section.” (Page 2, Lines
15-16)

Outlays from the Budget Reserve Fund are limited to
.appropriations made under subsections (b) and (c) of the resolution.
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E 17(b):

"If the amount available for appropriation for a fiscal year
is less than the amount appropriated for the previous
fiscal year, an appropriation may be made from the budget
reserve fund.” (Page 2, Lines 17-19)

If the total amount of money available for appropriation for a
fiscal year - - including all revenue sources, such as permanent fund
earnings, federal funds and other restricted fundo - - is less than
the total amount appropriated for the prior fiscal year, an
appropriation from the Budget Reserve Fund is allowed.

Since appropriations for annual budgets are generally made
prospectively, before actual revenue receipts are known for the
fiscal year being budgeted, there is a risk that actual receipts
during that year may be greater than anticipated, thus causing some
portion of any Budget Reserve Fund appropriation for that year to
exceed the "ceiling" of the prior fiscal year's appropriation amount.
In such a case, the presumption is that the "excess portion" of the
Budget Reserve Fund appropriation is invalic and remains within the
Budget Reserve Fund. In practice, what we would expect to happen,
is that the Legislature would make contingent appropriations from
the Budget Reserve Fund, i.e. appropriations contingent upon the
actual revenues received.

"However, the amount appropriated from the fund wunder this
subsection may not exceed the amount necessary, when
added to other funds available for appropriation, to provide
for total appropriations equal to the amount of
appropriations made in the previous calendar year for the
previous fiscal year." (Page 2, Lines 19-24)

This provision limits the allowable maximum size of an
appropriation from the Budget. Reserve Fund. Note, however, that the
allowable maximum size is subject to a different limit from the one
which triggers the opportunity for such an appropriation. In short,
whereas an appropriation can be made whenever revenue for a fiscal
year is less than "the amount appropriated for the previous fiscal
year" (Page 2, Line 18), the sum of any Budget Reserve Fund
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appropriation and other available revenue may not exceed the amount
appropriated for the previous fiscal year net of supplemental
appropriations for that previous fiscal year. This 'is the practical
effect of the phrase "in the previous calendar year'l (Page 2, Line 23).

The phrase "in the previous calendar year" was inserted by the
House Finance Committee specifically to preclude strategems
whereby a supplemental appropriation to the current fiscal year,
e.g., FY 90, could be made in order to increase the allowable size of a
Budget Reserve Fund appropriation for the fiscal year being
budgeted, e.g., FY 91.

The meaning and intent of the phrase "in the previous calendar
year" is clear, if the assumption is made that the Budget Reserve
Fund appropriation is being made during a legislative session for the
fiscal year whose main budget is being appropriated. If, however,
one assumes that the Budget Reserve Fund appropriation is being
made as a supplemental appropriation for the current fiscal
year(e.g., FY 90), the phrase "in the previous calendar year" can be
interpreted to produce a lnon-sensical result - - e.g., that the sum of
FY 90 revenue and an 90 supplemental appropriation from the
Budget reserve Fund can not exceed the total amount appropriated
during the preceding calendar year for FY 89, which in this case
would simply be the amount of the FY 89 supplemental appropriation.

Though this problem of interpretation may exist in the current
wording of 13(b), it is clear that the intent of the phrase "In the
previous calendar year" in Line 23 is solely to preclude the budget
strategems discussed earlier,, rather than to create a non-sensical
result.

3 17(c):

"An appropriation from the budget reserve fund may be
made for 40} public purpose upon affirmative vote of
three-fourths of the members of each house of the
legislature.” (Fz)age 2, Lines 25-27)

The intent of this provision is to allow Budget Reserve Fund
appropriations to be made for any reason, regardless of year-to-year
fluctuations in revenue or appropriation levels, so long as a strong
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legislative consensus or "super-majority" exists in each house of
the legislature.

6 17(d):

"If an appropriation is made from the budget reserve fund,
until the amount appropriated is repaid, the amount of
money in the general fund available for appropriation at
the end of each succeeding fiscalJ year shall be deposited in
the budget reserve fund.” (Page 2, Line 28 - Page 3, Line 2)

The intent of this provision is to ensure that, following any
appropriation from the Budget Reserve Fund, the Fund is replenished
as quickly as revenue levels allow, out of any fiscal year-end
balances (e.g., as identified in the State's Annual Financial Report),
whether from one or several fiscal years, and without any
appropriations being required. This provision was requested
.specifically by Governor Cowper.

A potential ambiguity may arise from the use of the word
"succeeding” in Line 1 on Page 3, as it may be construed to mean that
replenishment of the Budget Reserve Fund does not begin until the
end of the first- positive-balance fiscal year that "succeeds" the
fiscal year for which the Budge* Reserve Fund appropriation was
made, rather than beginning at ihe close of the same fiscal year for
which the Fund appropriation was made (should a "revenue balance
materialize by that year's end).

Though this interpretation can be made, the intent of 6(d) was
not to create such a loophole, but to ensure that replenishment of
the Budget Reserve Fund begin as soon as positive balances
materialize, and proceed to completion as soon as such balances
allow. In this context, the word "succeeding"” is intended to refer to
the requirement that, if the fhst positive year-end balance that
arises is not sufficient to fully replenish the Budget Reserve Fund
for appropriations made out of it, the positive balances of
"succeeding" (i.e., successive) fiscal years shall also be used, until

replenishment is complete.
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"The legislature shall implement this subsection by law.
(Pag8 3, Lines 2-3)

Because a number of provisions* in the resolution (including the
tracking of appropriations, replenishment of the Budget Reserve
Fund, and the determination of positive year-end revenue balances)
will require specific implementation procedures, the intent of this
provision is to stipulate that clarifying statutory provisions are
recognized as necessary and are anticipated.

If you have any questions, or would like additional information,
please don't hesitate to contact me or Jack Fargnoli of my staff at
465-3538.

Attachment: HCSCSSS SJR 5 - Finance, am H
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