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» Article IX

Finance and Taxation
SEC TIO N  1. T A X IN G  PO W ER. T he  pow er  o f  taxation shall never be  surrendered. Th is  pow er  shall not 
be suspended or contracted away, except as provided in this article.

SE C T IO N  2. N O N D ISC R IM IN A T IO N . The lands and other property belonging to c itizens o f  the  United 
States residing without the State shall never be taxed at a h igher rate than the lands and o ther  property 
belonging to the residents o f  the State.

SEC TIO N  3. A S S E S S M E N T  ST A N D A R D S. Standards for appraisal o f  all p roperty  assessed by  the State 
or its political subdivisions shall be  prescribed by  law.

SE C T IO N  4. EX E M PT IO N S . The real and  personal property o f  the State o r  its political subdivisions shall 
be  exem pt from taxation under conditions and exceptions which m ay be p -ovided  by law. All, or  any 
portion of, property used exclusively for non-profit religious, charitable, cem etery , o r  educational 
purposes, as defined by law, shall be exem pt from  taxation. Other exem ptions o f  like  or d ifferent kind may 
be granted by general law. All valid existing exem ptions shall be retained until o therw ise  p rovided  by law.

S E C T IO N  5. IN TER ESTS IN  G O V E R N M E N T  PR O PER TY . Private leaseholds, contracts, o r  interests in 
land or property ow ned or held by the United  States, the  State, or  its political subdiv isions, shall be taxable 
to the extent o f  the interests.

SE C T IO N  6. PU B LIC  PU R PO SE. N o  tax shall be  levied, or appropriation o f  pub lic  m oney  m ade, or 
public property transferred, no r  shall the public credit be used, except for a public  purpose.

SE C T IO N  7. D E D IC A T E D  FU N D S. T he  proceeds o f  any state tax o r  license shall not b e  dedicated to any 
special purpose, except as provided in Section 15 o f  this article or w hen required  by the federal 
governm ent for state participation in federal program s. This provision shall not prohibit  the continuance of 
any dedication for special purposes existing upon the date of ratification o f  this section by the people  o f  
Alaska.

SE C T IO N  8. ST A T E  DEBT. No state debt shall be  contracted unless authorized by law for capital 
im provem ents or unless authorized by law for housing loans for veterans, and ratified by a majority o f  the 
qualified voters o f  the State w ho  vote  on the question. The State may, as prov ided  by law and without 
ratification, contract debt fnr the p urpose  o f  repelling invasion, suppressing insurrection, defending the 
State in war, m eeting natural d i s a s te r ,  u r  redeem ing  indebtedness outstanding at the tim e this constitution 
becom es effective.

SE C T IO N  9. L O C A L  D E B TS. N o  debt shall be contracted by any political subdivision o f  the State, unless 
authorized for capital im provem ents  by its governing body and ratified by a m ajority  vote o f  those 
qualified to vote and voting on the question.

SE C T IO N  10. IN T E R IM  B O R R O W IN G . The State and its political subdiv isions m ay  borrow money to 
meet appropriations fo r  any fiscal y ea r  in anticipation o f  the collection o f  the revenues for that year, but all 
debt so contracted shall be paid before  the end o f  the next fiscal year.
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SE C T IO N  11. E X C E P T IO N S . The restrictions on contracting debt do not apply  to debt incurred through 
the issuance o f  revenue bonds by a public enterprise or public corporation o f  the State or a  political 
subdivision, w hen the only security is the revenues o f  the enterprise  o r  corporation. The restrictions do not 
apply to indebtedness to be paid from special assessments on the benefited  property , nor do  they apply to 
refunding indebtedness o f  the State or its political subdivisions.

SE C T IO N  12. B U D G E T . T he  governor shall submit to the legislature, at a  t im e  fixed by law, a budget for 
the next fiscal y ea r  setting  forth all proposed expenditures and anticipated incom e o f  all departments, 
offices, and agencies o f  the State. The governor, at the same, t im e, shall subm it a general appropriation bill 
to authorize the p roposed  expenditures, and a bill or  bills covering  recom m endations  in the budget for new 
or additional revenues.

SEC TIO N  13. E X P E N D IT U R E S . N o  money shall be w ithdraw n from  the treasury except in accordance 
with appropriations m ade  by law. N o obligation for the paym ent o f  m oney  shall be  incurred except as 
authorized by law. U nobligated  appropriations outstanding at the end  o f  the period  o f  time specified by 
law shall be void.

SEC TIO N  14. L E G IS L A T IV E  PO ST-A U D IT. The legislature shall appoint an auditor to serve at its 
pleasure. H e  shall be  a  certified public  accountant. The auditor shall conduct post-audits as prescribed by 
law and shall report to  the legislature and to the governor.

SE C T IO N  15. A L A S K A  PE R M A N E N T  FUND. At least twenty-five per cen t o f  all mineral lease rentals, 
royalties, royalty sale proceeds, federal mineral revenue sharing paym ents and bonuses received by the 
State shall be p laced  in a perm anen t fund, the principal o f  which shall be  used only for those 
incom e-producing investm ents  specifically designated by law as eligible for perm anent fund investments. 
All income from  the perm anen t fund shall be deposited in the general fund unless o therwise provided by 
law.

SE C T IO N  16. A P P R O P R IA T IO N  LIM IT. Except for appropriations for A laska  perm anent fund dividends, 
appropriations o f  revenue  bond proceeds, appropriations required to pay  the principal and interest on 
general obligation bonds, and appropriations o f  m oney received from  a  nonstate source in trust for a 
specific purpose , inc luding  revenues o f  a public enterprise or public  corporation o f  the S tate  that issues 
revenue bonds, appropria tions  from the treasury m ade for a  fiscal year shall not exceed $2 ,500,000,000 by 
more than the cum ula tive  change, derived from federal indices as prescribed by law, in population and 
inflation since Ju ly  1, 1981. W ithin  this limit, at least one-third shall be reserved for capital projects and 
loan appropriations. T h e  legislature may exceed this limit in bills for appropriations to the Alaska 
perm anent fund and  in bills for appropriations for capital projects, w hether o f  bond proceeds or otherwise , 
if each bill is app roved  by the governor, or passed by affirmative vote of three-fourths o f  the m em bersh ip  
o f  the legislature ove r  a  veto or item veto, or becomes law w ithout signature, and is also approved  by the 
voters as prescribed  by  law. Each bill for appropriations for capital projects in excess of the  limit shall be 
confined to capital p ro jec ts  o f  the sam e type, and the voters shall, as provided by law, be informed of the 
cost of opera tions  and  m ain tenance  o f  the capital projects. N o  o ther  appropriation in excess o f  this limit 
m ay be m ade  excep t to  m eet a state o f  disaster declared by the governor as prescribed by law. The 
governor shall cause  any  unexpended and unappropriated balance  to be invested so as to yield com petitive  
market rates to the treasury.

SE C T IO N  17. B U D G E T  R E S E R V E  FUND, (a) There is established as a separate fund in the State 
treasury the budget rese rve  fund. Except for money deposited into the perm anent fund under Section 15 o f  
this article, all m oney  received by the State after July 1, 1990, as a  result o f  the  termination, through
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settlem ent or otherwise, o f  an administrative p roceeding o r  o f  litigation in a State  o r  federal court 
involving m ineral lease bonuses, rentals, royalties, royalty sale proceeds, federal mineral revenue  sharing 
paym ents or bonuses, o r involving taxes im posed on mineral incom e, production, o r  property, shall be 
deposited in the budget reserve fund. M oney  in the  budget reserve fund shall be  invested so  as to yield 
com petitive  m arket rates to the fund. Incom e o f  the fund shall be  retained in the fund. Section 7 o f  this 
article docs  not apply to deposits m ade  to the  fund under this subsection. M oney  m ay  be appropria ted  f rom  
the fund only as authorized under (b) or (c) o f  this section.

(b) I f  the am ount available for appropriation for a fiscal year is less than the am ount appropriated  for the 
previous fiscal year, an appropriation m ay be m ade  from the budget reserve fund. H ow ever, the am ount 
appropriated  from the fund under this subsection m ay  not exceed the am ount necessary, w hen  added  to 
o ther funds available for appropriation, to provide for total appropriations equal to the  am ount o f  
appropriations m ade in the previous calendar year for the previous fiscal year.

(c) An appropriation from  the budget reserve fund m ay be m ade for any public purpose  upon  affirm ative 
vote o f  three-fourths o f  the m em bers o f  each house  o f  the legislature.

(d) I f  an appropriation is m ade from the budget reserve fund, until the am ount appropriated is repaid, the 
am ount o f  m oney in the  general fund available for appropriation at the end o f  each succeeding  fiscal year 
shall be deposited  in the budget reserve fund. The legislature shall im plem ent this subsection by law.

Return to A laska  Constitution table o f  contents.

H T M L  m ark-up  by: M . Knutson, 5/21/95
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FISCAL NOTE
STATE O F ALASKA BILL NO. H JR 30
1999 LEG ISLA TIV E SESSION

Revision Date/Time (Note if correction) _____________________ Dept. Affected Office of the Governor
Title Constitutional Amendment relating to___________ BRU Elective Operations_____________
budget reserve fund______________________________________ Component General and Primary____________
Sponsor Representative James_______________________  ______________________________
Requester House Judiciary Committee___________________ Component Serial No. 22

Expenditures/Revenues___________________________(Thousands of Dollars)________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services
Travel , •

Contractual 1.5
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 1.5 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) -

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 1.5
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 1.5 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY99) cost: 

POSITIONS
Full-time
Part-time
Temporary

A N A LYS IS : (Attach a aanarata nana if nar.aaaarv)
This figure includes the cost of providing information about this issue in the Official Election Pamphlet, as 
required by AS 15.58. However, only six measures can be printed on an 8-1/2 by 14 inch ballot. If this 
measure requires printing an 8-1/2 by 18 inch ballot, the cost will increase by S22.0.

Gail F e n u n jg V ^ /
• ■An f

Prepared by 
Division

Phone 465-3935
Division of Elections

Approved b%gj.t . Governor Fran Ulmer^-^^--^*—

Date/Time 4/8/99 12:21 PM 

Date 4/8/99
Agency )  . Office of the Lieutenant-Governor___________________

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

JE A N N E T TE  JA M E S
P.O. Box 56622 

North Pole. Alaska 99705 

(907) 488-1546 

FAX (907) 488-4271

JU asha J$>iate ^ legislature
W h i l e  in Juncnii

State Capitol 

Juneau, Alaska 

99801-1 182 

(907) 465-3743 

FAX (907 ) 465-2381

jMouse ® f  ^Representatives
House District 34

DATE: March 26,1999
TO: Representative Pete Kott

House Judiciary Committee /
(/ y  jFROM: Representative Jeannette James-1

RE: Request for Hearing HJR 30 W

Please schedule the following bill for hearing in the House Judiciary 
Committee at your earliest convenience:

HJR 30, Const. Amendment: Repeal Budget Reserve Fund

Copies of the bill and sponsor statement are attached.



STATE OF ALASKA 
HOUSE OF REPRESENTATIVES

Representative Jeannette James

P.O. Box 56622 
North Pole, AK 99705 

TEL 488-1546, FAX 488-4271

SPONSOR STATEMENT

HJR 30 
Constitutional Amendment to 

Repeal the Constitutional Budget Reserve Fund
3/26/99

During the 1980’s there was an enormous backlog of oil tax disputes, 
equaling billions and billions of dollars. These disputes were partially a result 
of our inexperience in establishing workable tax policies, and the complicated 
calculations required. Collection of these tax settlements was anticipated as 
a result of litigation or negotiation. These large amounts of collected funds 
were seen as windfalls and, since the Legislature might be tempted to rapidly 
spend them, the Constitutional Budget Reserve (CBR) fund was devised to 
collect these funds and make them difficult to access. This fund did several 
things:

1. Funds would be available to fill the gap between the amount available 
for appropriation in a given year which is less than the previous year’s 
budget, with a majority vote.

2. Any other use of the fund would require a three-quarters vote.

3. All money that is used is considered borrowed and must be paid back.

State Capitol 
Juneau, AK 99801 

TEL 465-3743, FAX 465-2381



4. Any money available for appropriation at June 30, fiscal year end, will 
be automatically swer̂ t into the CBR to pay back any money borrowed.

The constitutional amendment authorizing the CBR passed the voters in 
1990. I voted for it. It was a good idea. However, a ballot measure hastily 
and not carefully crafted left implementation of the fund deposits or 
withdrawals questionable in the minds of the Administration and the 
Legislature. Disputes arose over what specific tax settlements should be 
deposited in this account, as well as what specific pots of money would be 
available for appropriation. The big question was how the earnings from the 
permanent fund factored in to these decisions.

A 1993 judicial decision provided the guidelines.

The courts ruled that the balance in the earnings reserve of the permanent 
fund is counted when determining whether or not income is less than the 
previous year’s budget -  with that figure determining how much could be 
spent with a majority vote. But, when it comes time to figure "the sweep" to 
repay the CBR, the earnings reserve of the permanent fund can not be 
counted. That really means any borrowing from the CBR always requires a 
three-quarters vote.

Every year, the three-quarters vote requirement has caused much dissent 
and struggle when the Legislature tries to pass a budget, and in many cases 
has resulted in more spending rather than less. The purpose of the CBR was 
to protect these windfalls from the legislature's appetite for spending, but just 
the opposite result has actually occurred.

Today, we don’t need the CBR. All of the anticipated tax windfalls have been 
collected, except for a predictable $106 million per year reflecting the ordinary 
course of doing business. During the life of the CBR, we have borrowed 
almost half the money. There is a balance of $3.8 million, and we have spent 
about $3.4 million.

The CBR has out-lived its purpose. We need to repeal it. It complicates our 
budget process and stymies our efforts to create a long-term spending plan. 
It interferes with valid budget negotiations between the majority and the 
minority.

When the CBR is repealed, just where these funds should be deposited is a 
decision open for discussion in the committee process. I believe it should be 
placed where it will earn the most interest AND be reasonably available.


