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SENATE BILL NO. 36

"An Act relating to the budget reserve fund established under art. IX, sec. 17, Constitution of the

State of Alaska."
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[ ] attaches amendment(s)
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SENATE AMENDMENT
CS for Senate B ill No, 56( )

Page 1, line 6 after the word "fund" add the following:

for a fiscal vear_or any previous fiscal year

Pago 1, lino 11 after the word "made"

delete the remainder of the
sentence and add the following:

after the annual financial report is filed with the governor
under AS 37.05.210(2) for a succeeding fiscal year.

SENATE FINANCE
COMMITTEE n
Amendment Number; >*

Bill Number... a s
Sponsor: Q
Logged In By:
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Sen. Randy Phillips

hamﬁn
|
Vice Chairman

Sen. A1 Adams

Sen. Steve Frank
Sen. Steve Rieger
Sen. Bert Sharp

Sen. )ay Kertulla
Rep. John Davies
Rep. Mark Hanley
Rep. Ron Larson

State ofAlaska

\ﬁA'

Session
103
State Capitol
nmu. 5VK99801
W > 465-4949

Interim

'RO. Bok.142
Ryle XiverSUK99577

Rep. Eileen MacLean

Legislative Budget and Audit Com m ittee (907)694-4949

Rep. Sean Pamell

T0: Senator Drue Pearce, CoChair
Senate Finance Committee

Senator Steve Frank, CoChair

Senate Finace Committee
FROM: Senator Randy Phillips, Chairman"£ 74
Legislative Budget and Audit Committee

DATE: April 22, 1994

RE: Sponsor Statement for: Senate Bill 56, |
"An Act relating to the budget reserve fund established under
art. IX. sec, 17, Constitution of the State of Alaska."

Article IX, Section 17(d) of the Constitudon of the State of Alaska provides
that if an appropriation is made from the Constitutional Budget Reserve
Fund, the amount of money in the Feneral fund available for approgriation
at the end of each succeeeding fiscal year shall be transferred to the udgiet
reserve fund. The Constitution further provides that this subsection shall
be implemented by law.

House Bill 58 which passed the Legislature and was signed by the governor
contained a section that implemented Article IX, Section 17(d). This
section was found unconstitutional by the state superior court. The
proposed CS for SB 56 attempts to provide for a mechanism to repay the
constitutional budget reserve in a manner that limits the funds required to
be used for repayment to those in the general fund. At the-same time this
proposed CS seeks to include those funds necessary to meet the
Constitutional requirements set out by the courts.
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FY94/95 SENATE SPENDING PLAN
All General Funds and Mental Health Trust Funds
(in millions of dollars)

Statutory Budget Reserve Balance 091 Balance as of 6/30/93 per AFR
Constitutional Budget Reserve Balance 1-53431  Balance as of 6/30/93 per AFR

Mental Health Trust Income Account Balance 96.81  Unres/undes balance as of 6/30/93 per AFR
Fyo4 REVENUES

Unrestricted General Fund 16359  DOR Spring Forecast, Mid Case, S13.70/bbl.
Revenue Adjustments 61.7  Seeattached schedule

From Other Sources 1541  Seeattached schedule

From Statutory Budget Reserve 0.9  Section 36. Chapter 65, SLA 1993

From Mental Health Trust Income Account 479  To balance MH revenues and expenditures
FY94 General Fund Settlement Receipts & Inc. 205.3

From General Fund to CBR *105.3  Sections 2-4, SCS CSHB 505 (FIN)

From Constitutional Budget Reserve 1,054.6  Sections 7 and 8, SCS CSHB 505 (FIN)
from Constitutional Budget Reserve 2556 Sec. 9. SCS CSHB 505 (TIN), Estimated
Fy94 AVAILABLE 3310.7

FY94 Expenditures

Operating 2.239.5

Debt Service 1449

Capital 616.0

Loans 60.i

Specilal Appropriations/Fund Transfers 1102

Supplememais (estimat 40.0

PYe: EXPERTURES 3107

Oonstltutlorﬁl] Bud&et Reserve Balance 67041  Estimated as of 6/30/94

Mental Health Trust income Account Balance 3661  Estimated as of 6/30/94

FY95 REVENUES

Unrestricted General Fund 1.696.9  DOR Spring Forecast. Mid Case. S13.97/bbl.
Revenuge Adjustments 38.2  See attached schedule

FY95 Dividend 200.0  Section 17(d), SCS CSHB 370 (FIN)
AIDEA 60.0  Section39(h), SCS CSHB 370 (FIN)
Executive Life/ILTF Recovery 3716 Section 39(a), SCS CSHB 370 (FIN)
From Mental Health Trust Income Account 151  To balance MH revenues and expenditures
From Constitutional Budget Reserve 68.7  Section 40. SCS CSHB 370 (FIN)

From Constitutional Budget Reserve 347.2 Section 39(c), SCS CSHB 370 (FIN
Fyas AVAILABLE 21637 o i
FY95 Expenditures

Operating 15485  SCS CSHB 370 (FIN)

Education. F .nula. Debt Service. Single Sites 7466  SCS CSHB 505 (FIN)

Debt Service 29.7  Sec i0fa) and Ufa) SCS CSHB 370 (FIN)
Capital 100

Special Aplpropriations/Fund Transfers 319  SCS CSHB 370 (FIN)

New L egislation L

PV EXENDITURES ey

T A T oA ke 28 RS e R




= 93 1701

FAX'ND 9074634885

P.@2

FY94/9S SENATE SPENDING PLAN
All General Funds and Mental Health Trust Funds
(in millions of dollars)

Statutory Budget Reserve Bal. nee
Constitutional Budget Reserve Balance
Mental Health Trust Income Account Balance

FY94 REVENUES

Unrestricted General Fund

Revenue Adjustments

From Other Sources

From Statutory Budget Rese rve

From Mental Health Trust Income Account
FY94 General Fund Settlement Receipts & Int.
From General Fund to CBR

From Constitutional Budget Reserve

From Coosuoitional Budget Reserve

FY94 AVAILABLE

FY94 Expenditures

Operating

Debt Service

Capital

Loans

Special Appropriations/Fund Transfers
Supplemental™ (estimated)

FY94 EXPENDITURES

Constitutional Budget Reserve Balance
Mental Health Trust Income Account Balance

FY95REVENUES

Unrestricted General Fund

Revenue Adjustments

FY95 AHFC Dividend

AIDEA

Executive Life/ILTF Recovery

From Mental Health Trust Income Account
From Constitudonal Budget Reserve

From CousutmioruJ Budget Reserve

FY95 AVAILABLE

FY95 Expenditures

Operating

Education. Formula. Debt Service. Single Sites
Debt Service

Capital

Special Apfxopnauons/Fund Transfers

New Legislation

FY95 EXPENDITURES

Constitutional Budget Reserve Balance
Mental Health Trust income Account Balance

091
1-534.31
%.81

1635.9
61.7
1541
0.9
479
2053
-205.3
1.054.6
255.6
32110.7

2.239.5
144.9
616.0
60.1
110.2
40.0

3,210.7

670.4
36.6

1.696.9
38.2
200.0
60.0
376
151
68.7
341.2
2463.7

15485
746.6
29.7
100.0
31.9
7.0
2,463.7

2543
21)

Balance as of 6/30/93 per AFR
Balance as of 6/30/93 per AFR
Unres/undes balance as of 6/30/93 per AFR

DOR Spring Forecast, Mid Case. SI3.70/bbl.
See attached schedule

See attached schedule

Section 36. Chapter 65. SLA 1993

To balance MH revenues and expenditures

Sections 2-4. SCS CSHB 505%4
Sections 7 and 8. SCS CSHB 505 (FIN)
Sec. 9. SCS CSHB 505 (FIN), Estlmated

Estimated as of 6/30/94
Estimated as of 6/30/94

DOR Spring Forecast, Mid Case. 513.97/bbl.
See attached schedule

Section 17(d), SCS CSHB 370 (FIN
Section 39(h), SCS CSHB 370 (FIN
Section 39(a), SCS CSHB 370 (FIN)

To balance MH revenues and expenditures
Section 40. SCS CSHB 370 (FIN)

Section 39(c), SCS CSlib  /uUIN)

~——"

SCS CSHB 370 (FIN)
SCS CSHB 505 (FIN)
Sec 10(a) and 11(3) S*

SCS CSHB 370 (FIN)

iiD 311




'n the Supsaica- cesas fcr the state-of alaska
THISO JUDICIAL DISTRICT AT ANCHORAGE

3T2VS GOWPES,

Plaintiff.

V.
0l
TR J. KICIEEL.
?E\al/ fnor Cr :..ne caaa KC. 3AN-9H-*5343 Civil

S

31 05 Alasxa. *c ai.,

.
n.

24

25

Defencants.

EXPANDED DECISION FINDING CHAPTER §,
SLA 1954 TO 3E UNCCMSTITTTICNAI.

pygegtiura L U771

Whila j'lrisdiczisn- over this natter vas. in the
Suprsna caurz, P laintiff covpar appliad tc add ta diaI
case claias ralazad ta the anaetaert of chapter 5, éLAIf)
IS94. CheSuprese Court rssuided thequestions raiM d
ta the SuperiorCourt fora decision on whether ta allow

an aaended ccanlaint ta pursue those issues, and if so0'j

ta resolve then. This court allowed the supplementalll

.
»
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pleading, arranged with counsel for av'aodi®ad cri .-fine;
and an expedirad cral argument which, was heard or. April;
7, L9S4. A summary order finding Ch. 5, SLA 1994 ta be
unconstitutional was entered on April 3r 1994, This order;
Wii: *state the reasons for the finding  cf!
unconaxiratihnaiitv.

Faetcal Slstsry;

The Constitutional 2udget Reserve Fund, Article 12,i
section 17, constitution of the state ¢f Alesha-, was;
craatad to 3erv« two budgetary functions. First, .it’i’g;*
to be a source of funds available to the gove«rnment” farI:!c
appropriations if the amount "available for/
appropriation* is las.? than the amount .act'ually.J
appropriated during thu prior legislative session. Sec.!
17 (b)/. A shortfall meeting these requirements cam be:

withdrawn with a simple m ajority vote of the legislature

approvsd by the governor.-
f

Thd second function IS to be a source of funds .to1
the government without regard to what-other coney is
m"available fsr appropriation'l, or tha prior year’s
appropriation level. withdrawal in this case is ouchi
more restricted, requiring a thres-fourtns vote of each1
house of the Legislature, and agreement of the governor.!

. ]
AlaskWecourt byjtem * 1
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Sec. 17 c; ,

la either case, the fund is ta be rapaid with any:
money remaining in me general fund which i3 available

far appropriation at ate and ef each succeeding fiscaii-

year. Sec. 17 (d). i
I

Facing aericua budgetary problems, on Karcb I*,i
1394, aba legislature and governor enacted into Ilam
Chapcar i, SLA 1994, vnich in aany ways acdraaaes the use

or the constizuticr.al Budget Reserve Fund. Whether this

law is constitutional is the question.

Chanter- 5, SLA 1294, created two new Statute S AiSc<

37.12.120 and A.s. 27,10.420. Section 410 deals-mital-
i
what money gees into the constitutional Budget Reservei-

Fund- (C2R?), and section- 420 relates ta withdrawal* fr

that fund.. t
J
Analvcia;
j
I
Lia-nI> l

A.S.. 37.10.410 (a) purports to place in. the CSBBT
informal and formal administrative appeal collection*
under A.s* 43.Q5.240. Cn April 4, 1994, the Supremo..

court ruled that the money to he -placed in the fund

3
Alaska Court Sysmn e

17£2 St? 106 Hand 3AltnSI133 Ud76:60 76, £T ddd



includaa collections resulting from assessments under-.
A.S. 43-0s.270, a 3tace prior to the informal and form all
appeal procedures. gaiter .1- JHicfcal. efe al. gjgfr;

Halford, gt al. .*nd Stave Cowoar. P.2d (Alaska..
1994), opinion Ho. 4Q69, at page 26. In light; of.thisl-r
decision, section 410 (a) ia an unconstitutional lim it;-

on the money required to be placed in the CSSP.

. ¢

(bU11, ]

X.S. 37.i1a.410 (b) purports to designate money nor-
ts be .placed in the C2RF. Subsection (b)) excludes,
money resulting from the taxaination -of informal, orT
formal administrative proceedings when the money- wae notii
due at the time of initiation Bf the proceeding- itS_Z
would seee that this situation would be rare, butteven,l:
so, if- the collection resulted from the termination ofr
an administrative proceeding,- it' would clearly falll.
w ithin the ecope of the constitution.

' )
Il ilaUIL. |

Subsection (b)(2) would appear to beeunrelated :tci-

** * i .

the issues before the court, covering money paid priorr
to an*audit. Without an audit there is no assessment?;;
and. therefore no administrative proceeding ia involved.!

Although no constitutional breach -is indicated, this;.

section is not severabla from the remainder of the.-aeryil

4

AU»k* Court iyitam
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as it would ' sxrrasely unlikely £hB lagislatas*:<

intended to point out only cno of sany sources of funds;
unrelated C3 che C25T. !

2

3] 410. rfrl fl1

Q' Sutesecrion (b)(3) excludes collacticns racaivad..
affar assessment but before filin g of d notica of.appeal.l.-

3 by tha taxpayer. Since assessmente begins the.*i

7 administrative sequanea according ta the April | r 13941

3 supreme Court decision, 3d this section would, violate..®

. tha soaaihg' of the csap.

) »
«l |
|
11 All of A.S. 37.10,410 is therefore unconstitutional. |
Ir i, i
13{0130. |
w | Tha second statute enacted, A.S. 37.10.420, ham fourt:,

IS| pasts whichaddraes section 17 (b) of:thaCBRFV them
. - - |
16" pracaaa far withdrawing nonay from the. fund.

,— [ ] [ ] !
ia 430 rayv /e»! .

l
19 « Section 420 (3) (I) defines tha “the. ameunt-ava. labia™

a] 10r-- appropriation* or-' “funds ¢ availableV it
A appropriation*, listing emfor categories. . The focus. off
2* tha difficulty with this subsection is another provision;

of tha constitution, Arr.13, sec. 7, the dedicated Puadal

2 provision, and the decision in Sormaman v. Siekel. 836>
\
5 1 1

At*ak* Coun Synmt
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|
Art. 1IX, sec. 7 states that atats tares are not: td,
I

‘be dedieatad tc any special purpose, atiar than thei

»
Permanent ?und, or as. required by a federal funding)J

source. In Sonretan. tha supreme Ccurt ruled cn thal
constitutionality or alaw which lim itad the power of thei

executive to request funds from tha Alaska Karine Highwayl
System Pund. In voiding that provision of the law the
Sutreme Court said |

...The constitutional clause crchihifciaq):
dedicated funds seeks to preserve an annual
model which assumes that not only w ill g*H
legislature remain free to appropriate alll =
funds for any purpose on an annual basis,, huts
that governmental departments -will not bai
restricted in requesting funds from alll

soercas. 336 P.2d at 940,
|
'to federal matching funds and tha Permanent Fund, which
[ 1
are-near legally available to the- legislature ficrr
|

appropriation for any purpose it chooses, included ini

or course, there era government funds in "~itl

this would he funds owned by third parties, suea am.the!i
Public employees Retirement System rands, or the v.ekstal!i
Health. Trust funds. = Even though the legislatnror
appropriatas these funds, as it does federal funds, the
appropriation is r.ot controlled by the legislature bat;

rather by tha third party funding source lim itations. -

6 u
Auttid GurtSystem
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The Seay is whether ~la lagiflatura das the power tot
choose the purpose for tha appropriation. If a sisplai
aajcrity v«a can withdraw tha funds, (s.g. The Railheltil
Energy rund, the Paraanent 7und Earnings Reservel
Account), it ia available for appropriation. if. is:
belongs ta someone else (trust funds, with vested Iagal,t
rights), or would not be there without the purpose and;
peraiaiiion of the aourca (federal funds of various!

L - t

sources) , then it is not available

to exert:iso -to unfettered* constitutional discretion.

There are ether funds which arc not available r 3ochi
aS funds axrcczad t0 be spent pursuant t0 the priori
year's appropriations but not yet spent, cr revolvinga»
loan funds expectad ta be logped during the fiscal year,;
and funds necessary to pay contracts signed, and;J
enforceable but not yet payable. Unfetteredi
appropriation ci these funds by the legislature would!
violate the vested legal rights of ethers, or erode ehoi
integrity of tha prior legislature*s fiscal decisions fax'l

the current fiscal year.

!
I
It is necessary to use a reasoned view of each fund!

|
at coney in the state accounts. No gne would intatprat;
the nor—dedication clause of the constitution and theil

constitaxionel budget reserve provision togetherltoi

Muki Court 5mem

[*Z2 S3* 106 liant! 2A17W1S1931 Wh9S:63 76, 3
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require the liguidation Ot state lasers- before cite
reserve could be used, bur is is equally improper ts
exclude funds simply because a prior legislature put a
lapel an tha funds, the rem?val of which cariies,
political risic but no legal impediment. The.legislature
has tha power to use aany sources of funds in addition

to those enumerated in section 420(a)(1).

A..S. 37.10.420 (a) (2), addressing "the amount
appropriated for tha prior fiscal year* suffers the same

flaw is (a)(1l): the sources are unconstitutionally-

limited..

iza-iaiin . |
A.S. 27.i0.420 (a) (3) , covering the confusing-phrase-

'sthe amount of .appropriations made in the previoust
calendar year for the previous fiscal year" likewise iaL

- 1
stied, tc the unconstitutionally limited enumeration- of
scurcas.

P

|

420 "l i
A.S. 37.10.420 (b) Ilim its the scope of fund* from
which the legislature would be reguirad to repay funds
withdrawn from the. CSSIT. There ia no constitutional!i
basis for this Ilim itation. The CSRT is not available

8
Alik-GurtJystan
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6*d

under Ari. HT.

"available¥ ia

3ec. 17(b) unless all of ths eeher noney

inadequate, and oust be paid baeh **

when extra funds are available..

+2j3_i2!

A.s. 37.i1a.43a (e) defines terms made irrelevant hy>

the above discussion ci section 420(a).

[ *30 LH.

al A.S. 37-.ia,420 (d>,althougbaccurate, ia' not:

logically severaola from the remainder of the act.

al

I SfiCt W, . ft* 2
2 Section. 2
13 canatitatlonol.
u

B Conelasion:

B

]ZI[ Iherafore,
IS1

SEINIISH S

&3

t
Sift 1224, i

of the act,forthaabovereasons, is-noe*;l
i
e /

this court bolds that caaptsr S, SUL 1SS4

is unccnstrtutu,onal in its entirety.

-»tad S

'/

JOHN &EESH

Judge c£ .the Superior 'Court”

AYuAt Court 5yiram
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SENATE COMMITTEE REFART
FIRST COMMITTEE OF REFER. .AL

DATE: 1/22/93 FURTHER:

Date of 5-Day Notice: DATE TURNED ,, m

(i accordancg with Uniform Rule 23) INTO OFFICE: m93
STATE AFFAIRS Committee considered  SB 56

"AFn"efrelating to the budget reserve fund established under artc, sec. 17, Constitution of the
State of Alaska."

éﬂ%ﬂi@m@oﬂmﬁds it
and recommends: b6 replacec! * i,h ] |ﬂe
M'replace with CS /BSU .LSZ2U IIca?
[ ]attaches amendment(s) and do s {H nﬂge
[ ]adopts Letter of Intent
[ ] further referral to the
[ ]do pass
[ ]do not pass W
[ ] no recommendation
[(individual recommendations
(] Approprialion No Fiscal Note [ ] Governor's Bill with Previous Fiscal Notes (enter information above)
DO PASS: OTHER RECOMMENDATIONS:

and Recommendation = i/ U 3iC. *



‘nate committee repC.it

DATE: 2/10/93

FURTHER: FINANCE

DATE TURNED INTO OFFICE:

JUDICIARY Committee considered

SENATE BILL NO. 56 if

"An Act relating to the budget reserve fund established under art. IX, selp-ft,  nstitution of the

State of Alaska."

and recommends:
[ ]replace with
or [ ]adopt previous
[ ] attaches amendment(s)

[ ]adopts
[ ]further referral to the -FMine?

[ ]do pass

[ ]do not pass

[ ]no recommendation

[ Jindividual recommendations

same.title
[ new IITEI
. tchnglJ

ony

€

PREVIOUS FISCAL NOTES

OTHER RECOMMENDATIONS:





