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HOUSE CS FOR CS FOR SENATE JOINT RESOLUTION NO. 23( )

IN  T H E L E G ISL A T U R E  OF TH E STA TE OF A L A SK A  

T W E N T Y -SE C O N D  L E G ISL A T U R E  - SE C O N D  SE SSIO N

BY

Offered:
Referred:

Sponsor(s): SENATORS DONLEY, H alford, W ard , Taylor, Cowdery, Phillips, A ustcrm an, Leman, Kelly

A R E SO L U T IO N  

Proposing amendments to the Constitution of the State o f Alaska relating to an 

appropriation limit and a spending limit. 

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

* Section 1. A rticle  IX, sec. 16, C onstitu tion  o f  the S tate o f  A laska, is repealed  and 

readopted  to read:

Section 16. Appropriation and Spending Limit, (a) A ppropriations m ade 

for a fiscal year- shall n o t exceed by m ore than  four percent the am ount appropriated  

for the fiscal year tw o years preceding the fiscal year for w hich  the appropriations are 

m ade. T his subsection  does not apply  to

(1) an appropriation  to the A laska perm anen t fund;

(2) an  appropriation  o f  A laska perm anen t fund incom e for paym ents o f  

perm anent fund div idends to S tate residents;

(3) an appropriation  to m eet a state o f  d isaste r declared by the 

governor as prescribed  by law;

(4) an  appropriation  for the A laska R ailroad;

(5) an appropriation  o f  State general obligation  and revenue bond

- I- HCS CSSJR 23( )
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proceeds;

(6) an appropriation  required to pay o bligations under general 

ob ligation  bonds, revenue bonds, and certificates o f  partic ipation  issued by  the State;

(7) an app rop ria tion  o f  m oney received  from  the federal governm ent;

(8) a reappropria tion  o f  m oney already  appropria ted  under an 

unobligated  app rop ria tion  that is not void  under Section  13 o f  th is article;

(9) an  ap p rop ria tion  o f  m oney for expenditu re  by a  S ta te  agency  to 

provide services to ano ther S tate agency  that has also received  an  appropriation  o f  the 

sam e m oney; and

(10) an  app rop ria tion  m ade under (b) o r (c) o f  th is section .

(b) A n  ap propria tion  that exceeds the lim it under (a) o f  this section  m ay be 

m ade for any p ub lic  purpose upon affirm ative vote o f  a t least tw o-th irds o f  the 

m em bers o f  each  house o f  the legislature. The total am ount o f  appropriations under 

th is subsection  m ade for a fiscal year m ay not exceed tw o p ercen t o f  the am ount 

appropriated  for the fiscal y ear tw o years p receding  the fiscal year fo r w hich the 

appropriations are  m ade.

(c) A n appropria tion  that exceeds the lim it under (a) and (b) o f  this section  

m ay be m ade fo r any  pub lic  purpose upon affirm ative vote o f  a t least th ree-fourths o f  

the m em bers o f  each house o f  the legislature. T he total am ount o f  appropriations 

under th is subsection  m ade for a fiscal year m ay not exceed  tw o percen t o f  the am ount 

appropriated  for the fiscal y ear two years p receding  the fiscal year fo r w hich the 

appropriations are m ade.

(d) I f  app rop ria tio ns for a fiscal year exceed  the am ount that m ay be 

appropriated  under (a) - (c) o f  this section, the governor shall reduce expenditu res by 

the executive branch for its operation  and adm in istra tion  to the ex ten t necessary  to 

avoid  spending  m ore than  the am ount that m ay be appropria ted  under (a) - (c) o f  this 

section.

* See. 2. A rticle  X V , C onstitu tion  o f  the State o f  A laska, is am ended  by adding a new  

section  to read:

Section 30. Transition; Reconsideration of Appropriation and Spending 

Limit, (a) N o tw ithstand ing  the provision in Section  16(a) o f  the A rticle  IX that

HCS CSS.JR 23( ) -2-
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appropriations for a  fiscal year shall not exceed by m ore th an  fo u r p ercen t the am ount 

appropriated  for the fiscal year two years p reced ing  th e  fiscal year for w hich  

appropriations are m ade, appropriations m ade for

(1) fiscal year 2004 under Section  16(a) o f  A rtic le  IX  shall not exceed  

$3,328,000,000 excluding  appropriations under Section  16(a)(1) - (10) o f  A rtic le  IX; 

and

(2) fiscal y ear 2005 under Section 16(a) o f  A rtic le  IX  shall no t exceed 

$3,394 ,000 ,000  excluding  appropriations under S ection  16(a)(1) - (10) o f  A rticle IX .

(b) I f  the 2002 am endm ent relating to an ap p rop ria tion  and spend ing  lim it (art. 

IX , sec. 16) is adopted , the lieutenant governor shall p lace  the ballo t title  and 

p roposition  for the am endm ent on the ballot again  at the g enera l e lection  in 2006 and 

every  six  years thereafter unless it is rejected. I f  the m ajority  o f  those vo ting  on the 

p roposition  rejects the proposition , Section 16 o f  A rticle  IX  is repealed  on the date the 

e lection  is certified.

* Sec. 3 . The am endm ents proposed  by this resolu tion  shall be p laced  before the voters o f  

the state at the nex t general e lection  in conform ity  with art. X III, sec. 1, C onstitu tion  o f  the 

State o f  A laska, and  the election  law s o f  the state.

-3 - H C S  C S S J R  23( )
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S e n a t o r  D a v e  D o n l e y
A L A S K A  S T A T E  L E G IS L A T U R E

D A TE: February  5, 2002

TO: R epresentative N orm  R okeberg, C hair
H ouse Jud iciary  C om m ittee

FRO M : Senato r D ave D onley

RE: W ork D raft H CS CS S IR  23 (JU D ) “R ” V ersion, “P roposing  am endm ents to the
C onstitu tion  o f  the State o f  A laska relating  to an appropriation  lim it and a spending
lim it”

Thank you fo r allow ing m e to appear before the H ouse Jud iciary  C om m ittee on O ctob er 19, 2001. I 
appreciated the co m m ittee’s com m ents and suggestions. A ttached  fo r your consideration  is a w ork 
draft o f HCS CS SJR  23, version “R .” V ersion R contains th ree changes from  the “P ” version 
adopted for d iscussion  by the com m ittee in October:

1. The first change incorporates your co m m ittee’s suggestion  that a third tier o f appropriation  lim it 
exceptions be allow ed w ith a 75%  vote o f each house o f  the L egislature. Section  16(c) was 
added which allow s a third  increase not to exceed 2%  (page 2, lines 17 -  22).

2. The second change occurs on page 1, lines 11 and 12. Subsection  (2) w as rew ritten  to clarify  
that only the am ounts paid  out in Perm anent Fund D iv idends is excluded  from  the spending 
limit. The phrasing in the prior version could have been in terpreted  as exclud ing  adm inistrative 
costs o f the PFD  division  from  the spending limit, w hich was not m y intent.

3. The third change is the inclusion o f set dollar am ounts on w hich the FY  04 and FY 05 spending 
lim its are based. This allow s the legislature to consider FY  02 su p p le m e n ta l and the FY  03 
budget w iihout debating  how they m ay affect the spending  lim it and w ill allow  a predictable 
grow th in future years.

A ttached with the proposed  w ork draft are a sponsor sta tem ent reflecting  the changes in this new 
w ork draft, a sectional analysis o f  the w ork draft, a chart show ing  the effect o f  the proposed 
spending lim it and potential increases and a copy o f the inform ation from  the 1982 election 
pam phlet regarding the original spending  limit.

Thank you for considering  this legislation. If you have any questions, p lease do  not hesitate to call 
m y office.

D D :dld

cc: H ouse Jud iciary  Mi ibers

Co-Chair: Senate Finance Committee
Vice-Chair: Senate Judiciary Committee 

______________________ Member: Legislative Budget and Audit Committee » Legislative Council
January-M ay: STA T E  C A FITO L  • JU N EA U , AK • 99801 ■ (907) 465-3892 • FAX: (907) 465-6595 

June-D ecetnbcr: 716 W est Fourth A venue • Suite 400 • A N CH OR A GE, AK • 99501 • (907) 269-0734 • FAX: (907) 269-0238 
w m v .ak rcp u b lican s .o rR /D o n ley .h tm  • w w w .leg is .s ta te .ak .u s/scn a te /d o n ley /h tm

http://www.legis.state.ak.us/scnate/donley/htm


S e n a t o r  D a v e  D o n l e y
A L A S K A  ST A T E  L E G IS L A T U R E

Sponsor Statement 
for

Proposed Work Draft “R” Version of 
House Committee Substitute for Senate Joint Resolution 23 ( )

“Proposing amendments to the Constitution o f the State 
of Alaska relating . • 'm appropriation limit and a spending limit”

The Senate F inance C om m ittee believes adoption o f an effective, reasonable constitutional 
spending lim it to be an essential first step to developing any new  long-range fiscal plan for the 
state.

Senate Join t Resolution 23 w ould am end Article IX, sec 16 o f A laska’s C onstitu tion  by low ering 
the existing  appropriation  lim it to better reflect A laska’s current revenue picture. Passage o f  SJR 
23 w ould ensure a lim it on the gruw th o f state governm ent and force the sta te  to further 
reasonably reduce non-essential state spending.

The existing  constitutional appropriation limit, adopted by voters in 1981 has not w orked as 
anticipated and has never been effective in restraining state spending. A m ain reason for its 
failure is that the starting  am ount o f  $2.5 billion was too high and its esca la to r factor based on 
population and inflation was too liberal. In fact, given the increases in inflation  and population 
over the last 19 years, the general fund spending limit im posed by A rticle IX , Section 16 is over 
$6 billion. T hat is about $3 billion m ore than general fund spending  in Fiscal Y ear 2002. SJR 
23 w ould m ore accurately  reflect to day ’s spending by am ending  the ex isting  appropriation limit.

The appropriation lim it proposed by the “R” version o f SJR  23 is based on a non-cum ulative 
am ount appropriated from  2 years prior and w ould allow  for up to a 2% increase  per year (4 %  
total) requiring  a sim ple m ajority  vote. An additional 2%  m ay be appropriated  bringing the total 
to 6%. T h is additional 2%  w ould require a tw o-thirds vote o f  both houses. Yet another 2%  m ay 
be appropriated  bringing the total allow able increase to 8% . T his last 2 %  increase w ould require 
a three-fourths vote o f  both houses.

If, for exam ple 6%  m ore was appropriated for FY08 than FY 06, the FY 08 lim it w ould be based 
on the original 4%  increase that passed with a sim ple m ajority , not the full 6%.

Co-Chair: Senate Finance Committee
Vice-Chair: Senate Judiciary Committee 

____________________Member: Legislative Budget and Audit Committee * Legislative Council________
January-May: STATE CAPITOL • JUNEAU, AK • 99801 • (907) 465-3892 • FAX: (907) 465-6595 

June-Dcccmber: 716 West Fourth Avenue • Suite 400 • ANCHORAGE. AK • 99501 • (907) 269-0234 • FAX: (907) 269-0238 
www.akrcpublicans.orR/Donley.htm • www.IcRis.slute.uk.us/.scnntc/donlcy/lilm

http://www.akrcpublicans.orR/Donley.htm
http://www.IcRis.slute.uk.us/.scnntc/donlcy/lilm


Sponsor Statement 
Work Draft Version R for 
HCS CS SJR 23 ( )
February 5. 2002

If the am ount appropriated  exceeds the limit, the governor shall reduce expenditures by the 
executive branch fo r its operation  and adm inistration  in o rder to bring expenditures back in line 
with the constitu tional limit.

A transitional section in the resolution sets the FY  04 spending lim it at $3,328 ,000 ,000  (derived 
by increasing  the rounded  FY  02 am ount o f  $3.2 billion by 4 percent). T h is am ount m ay be 
increased by 2 %  w ith a 2/3 vote and an additional 2 %  w ith a V i vote. T he FY  05 spending limit 
is set at $3 ,394 ,000 ,000  (derived by increasing the FY 04 lim it by 2%  and rounding  dow n). 
Setting specific am ounts for the first tw o years the new  spending  lim it is in effect allow s this 
legislature to consider FY  02 su p p le m e n ta l and the FY 03 upcom ing budget requests w ithout 
debating  how  they  m ight possib ly  effect FY 04 and FY  05 budgets.

SJR 23 also rem oves the requirem ent that one-third  o f  the budget be appropriated  for capital 
expenditures. O ver the years, several attorney general opinions have been w ritten on the m eaning 
o f the constitu tional lim it; those opin ions counter the plain English  m eaning  o f the language and 
have allow ed the legislature and the adm inistration  to avoid  this requirem ent. SJR 23 rem oves 
this arb itrary  and superfluous requirem ent.

SJR 23 sim plifies and clarifies exactly  what spending counts tow ards the appropriation  limit, 
som ething that is not c lear in the existing  constitutional language.

W ithout a m eaningful constitu tional am endm ent in place that lim its the am ount o f state general 
fund expenditures, there is absolutely  no guarantee that the state will restrain , let alone reduce, 
spending. SJR  23 w ould lim it state spending and is a key com ponent o f  any new long-range plan 
to ensure A laska's long-term  fiscal health.

DD/dld



S e n a t o r  D a v e  D o n l e y
A L A S K A  ST A T E  L E G IS L A T U R E

Sectional Analysis 
For

Proposed Work Draft “R” Version of 
House Committee Substitute for Senate Joint Resolution 23 ( ) 

“Proposing amendments to the Constitution of the State o f Alaska 
relating to an appropriation limit and a spending limit”

Section 1 (a) R ew rites the ex isting  constitu tional spending limit form ula. V/ith the
exception o f certain types o f appropriations and reappropriations, provides 
that appropriations m ade for a fiscal year shall not exceed by m ore than 
four percent the am ount appropriated for the fiscal year tw o years 
preceding the fiscal year for w hich the appropriations are made.

(b) Perm its an appropriation that exceeds the lim it under (a) to be m ade by 
affirm ative vote o f  tw o-thirds o f the m em bers o f each house, and 
establishes a lim it on the am ount o f these types o f appropriations.

(c) Perm its an appropriation that exceeds the lim it under (a) and (b) to be 
m ade by affirm ative vote o f tw o-thirds o f  the m em bers o f each house, and 
establishes a limit on the am ount o f  these types of appropriations.

Section 2 (a) Inserts a transitional section under A rticle XV  o f the A laska Constitu tion 
setting the base spending lim it for Fiscal Y ear 04 at $3 ,328,000,000 and 
the base spending  lim it for Fiscal Y ear 05 at $3,394,000,000.

(b) T he lieutenant governor is d irected  to place this proposition  on the ballot 
again at the general election in 2006 and every  six years thereafter unless 
ii is rejected.

Section 3 T he proposed am endm ents will be voted on during the 2002 general election.

HCS CS SJR 23, Version R 
Senator Don!cy:dld 2/5/02

Co-Chair: Senate Finance Committee
Vice-Chair: Senate Judiciary Committee 

____________________ Member: Legislative Budget and Audit Committee » Legislative Council
January-May: STATE CAPITOL • JUNEAU, AK • 99801 ■ (907) 465-3892 • FAX: (907) 465-6595 

June-Dccember: 716 West Fourth Avenue • Suite 400 • ANCHORAGE. AK • 99501 ■ (907) 269-0234 • FAX. ((>()7) 269-0238 
www.nkrcpublicans.org/Dnnlcy.hlm • www.lecis.state.ak.us/senatf/donlev/htni

http://www.nkrcpublicans.org/Dnnlcy.hlm
http://www.lecis.state.ak.us/senatf/donlev/htni


SJR 23 Appropriation Limits
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4 .0 00 .0  - 

3 ,500 .0  -

3 .000 .0  -

■yv
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■
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mz .b U U .U  -
FY00 FY01 FY02 FY03* FY04 FY05 FY06 FY07 FY08 FY09

~ w —A uthorized 3 ,0 46 .4 3 ,0 96 .8 3 ,2 61 .9 3 ,2 61 .9

S JR 2 3  Limit S e c  (a) 3 ,3 28 .0 3 ,3 94 .0 3,461.1 3 ,5 29 .8 3 ,5 99 .6 3 ,6 71 .0

~♦“ S JR 2 3  Limit S e c  (b) 3 ,3 94 .6 3 ,4 61 .9 3 ,5 27 .7 3 ,5 97 .6 3 ,6 68 .8 3,7 41 .5

- * ~ S J R 2 3  Limit S e c  (c) 3,461.1 3 ,5 29 .8 3 ,5 94 .2 3 ,6 6 5 .5 3 ,7 38 .0 3,812.1

S e c  (a) In c re a se 50 .4 165.1 0 .0 66.1 66 .0 67.1 6 8 .6 69 .8 71.4

S e c  (a) allow s for up  to a  4%  in c rea se  ov er th e  am t ap p ro p ria ted  2 y e a rs  prior.
S e c  (b) s ta te s  an  additional 2%  (6%  total) m ay be  ap p ro p ria ted  with a  tw o-thirds vo te of both h o u s e s .
S e c  (c) s ta te s  a n  add itional 2%  (8%  total) m ay  b e  ap p ro p ria ted  with a  th re e -q u a rte rs  vo te  of both h o u se s .
(All numbers taken from LFD Fiscal Summaries)
Not included in SJP23 Limit:
Permanent Fund dividends, G.O. & revenue bond proceeds, reappropriations, duplicated funds, funds from non-state sources.

P o ten tia l c u m u la tiv e  inci e a s e s  o v e r  p rio r y e a r
FY 04 FY 05 FY 06 FY 07 FY 0 8 FY 09

S e c tio n  (a) + (b) in c re a s e 1 3 2 .7 13 3 .9 13 3 .7 1 3 6 .5 13 9 .0 1 4 2 .0
S e c tio n  (a)+ (b ) +  (c) in c re a s e 1 9 9 .2 2 0 1 .8 2 0 0 .2 2 0 4 .4 2 0 8 .2 2 1 2 .6

G:\Budgel HisloryVApprop Limit\SJR23 Spending Limit Graphs 2/4/2002 1:38 PM
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A laska G eneral E lection  P am p hlet 1982 ASL #: JK9595.E44

Distributed by S enate ' Donley

BALLOT MEASURE NO. 4
Constitutional Amendment

A M E N D M E N T  L I M I T I N G  IN C R E A S E S  IN  A P P R O P R I A T I O N S
(Free Conference Committee Substitute for Senate Joint Resolution No. 4)

S U M M A R Y
(A s  it will appear on the  N ovem b er 2, 1982 General E lection B a llo t)

This amendment adds a new section to article IX of the Alaska Constitution. The section limits appropriations foi 
a fiscal year to S2.5 billion, adjusted annually for changes in population and inflation since 1981. At least one-third of 
the limitation amount is reserved for appropriations for capital projects and state loan programs. The remainder (up 
to two-thirds) may be spent for governmental operations. Appropriations to the Alaska Permanent Fund and ap­
propriations or bond authorizations for capital projects may exceed this limit if they are not vetoed by the govemoi 
and are approved by the voters. The limit could also be exceeded to meet a state o f disaster declared by the governor 
The limit would not apply to appropriations for permanent fund dividends, general obligation bond payments, ap- 
propriations from revenue bond proceeds, or for costs associated with relocation of the capital (if Ballot Measun 
No. 8 is passed). The amendment provides for reconsideration of the limit by the voters at the 1986 General Election.

BALLOT FORM:
A vote “ FOR” adopts the amendment.
A vote “ AGAINST”  rejects the amendment.

FO RD  
AGAINST □

VOTE CAST BY MEMBERS OF 12TH STATE LEGISLATURE ON FIN A L  PA SSA G E
Senate (20 members): Yeas 15 Nays_4 Absent or Not Voting 1_
House (40 members): Yeas 27 Nays 13 Absent or Not Voting 0_

L E G I S L A T I V E  A F F A IR S  A G E N C Y  S U M M A R Y
(A s required  by law)

The proposed amendments to the Constitution of the State of Alaska would impose a limit on the amount of mone 
that could be appropriated from the state treasury for a state Fiscal year. Tne limit for a fiscal year would b 
52,500,000,000 plus an amount representing cumulative changes in population and inflation from July 1, 1981, to th 
fiscal year in question. Within the limit on appropriations, one-third of the amount available to be appropriate 
would be reserved for capital projects and loan appropri ations.

The following appropriations would be exempt from the limit on appropriations:

1. an appropriation for Alaska permanent fund dividends;
2. an appropriation of revenue bond proceeds;
3. an appropriation to pay principal and interest on state general obligation bonds;
4. an appropriation o f money received from non-state sources in trust for specific purposes;
5. an appropriation to the Alaska Permanent Fund if the appropriation bDI is approved by the govemo 

becomes law without the signature o f the governor, or is passed by a three-fourths vote of the membership t 
the legislature over the veto of the governor; and is approved by the voters as prescribed by law;

6. an appropriation for capital projects if the appropriations bill is confined to projects of the same type; 
approved by the governor, becomes law without the signature of the governor, or is passed by a three-fourtl 
vote of the membership o f the legislature over the veto of the governor; and is approved by the voters: 
prescribed by law after the voters arc informed of the cost of operations and maintenance of the propose 
projects; and

/. an appropriation to meet a state of disaster declared by the governor, as prescribed by law.
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B A L L O T  M E A S U R E  N O . 4 (C o n t.)

LEGISLATIVE AFFAIRS AGENCY SUMMARY (com.)
The ballot measure also includes three transitional measures associated with the appropriations limit. If the voter, 

approve both the appropriations limit and the cost of providing for relocation of the capital, additional voter ap­
proval of appropriations for relocation of the capital would not be required under the appropriations limit. If the 
appropriation limit is adopted the same proposition must be placed on the 1986 ballot for a second vote and if it is 
rejected in 1986 the appropriation limit would be repealed. The appropriation limit would apply to appropriations 
made for the state fiscal years beginning July 1, 1981, and thereafter.

FULL TEXT OF PROPOSED CONSTITUTIONAL AMENDMENT

SECTION 16. APPROPRIATION LIMIT. Except for appropriations for Alaska permanent fund dividends, 
appropriations o f revenue bond proceeds, appropriations required to pay the principal and interest on general obliga­
tion bonds, and appropriations o f money received from a non-State source in trust for a specific purpose, including 
revenues of a public enterprise or public corporation of the State that issues revenue bonds, appropriations from the 
treasury made for a fiscal year shall not exceed 52,500,000,000 by more than the cumulative change, derived from 
federal indices as prescribed by law, in population and inflation since July 1, 1981. Within this limit, at least one-third 
shall be reserved for capital projects and loan appropriations. The legislature may exceed this limit in bills for appro­
priations to the Alaska permanent fund and in bills for appropriations for capital projects, whether of bond proceeds 
or otherwise, if each bill is approved by the governor, or passed by affirmative vote of three-fourths of the member­
ship of the legislature over a veto or item veto, or becomes law without a 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 
projects of the same type, and the voters shall, as provided by law, be informed of the cost of operations and main­
tenance of the capital projects. No other appropriation in excess of this limit may be made except to meet a state of 
disaster declared by the governor as prescribed by law. The governor r  'all cause any unexpended and unappropriated 
balance to be invested so as to yield competitive market rates to the treasury.

SECTION 26. APPROPRIATIONS FOR RELOCATION OF THE CAPITAL. If a majority of those voting on 
the question at the general election in 1982 approve the ballot proposition for the total cost to the State of providing 
for relocation of the capital, no additional voter approval of appropriations for that purpose within the cost approved 
by the voters is required under the 1982 amendment limiting increases in appropriations (art. IX, sec. 16).

SECTION 27. RECONSIDERATION OF AMENDMENT LIMITING INCREASES IN APPROPRIATIONS.
If the 1982 amendment limiting appropriation increases (art. IX, sec. 16) is adopted, the lieutenant governor shall 
cause the ballot title and proposition for the amendment to be placed on the ballot again at the general election in 
1986. If the majority of those voting on the proposition in 1986 rejects the amendment, it shall be repealed.

SECTION 28. APPLICATION OF AMENDMENT. The 1982 amendment limiting appropriation increases 
(art. IX, sec. 16) applies to appropriations made for Fiscal year 1984 and thereafter.
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S T A T E M E N T  IN  F A V O R  O F  B A L L O T  M E A S U R E  N O . 4
Ballot Measure No. 4 deserves the support of all 

Alaskans. It will prevent the continuation o f excessive 
state spending which has been the pattern in recent 
years. This spending spree is the result of more projects 
and more programs. Inflation and population growth 
have not played a major role.

For example, in 1960, the state budget was $41 
million, the population was 226,000, and the Consumer 
Price Index 103. In 1980, state spending was $1.14 
billion, the population 400,000, and the Consumer Price 
Index stood at 290. In Fiscal Year 1982, state spending 
(not including appropriations to the Permanent Fund), 
was $3.84 billion. Population and Consumer Price 
Index figures have not been published for 1982, but if it 
is assumed that during the 1980-82 period state popula­
tion increased to 440,000 and the Consumer Price Index 
rose to about 350, then between 1960 and 1982, state 
population increased 94% while the Consumer Price 
Index increased by 239%. But state spending increased 
by an astounding 9,265% during this same period.

The passage o f Ballot Measure No. 4 will halt that 
sort o f runaway government growth by providing a 
constitutional limit on most items of state spending. The 
limit is set at S2.5 billion each year, adjusted for the

changes in population and inflation. At least one-third 
of the expenditures must be for capital projects and 
loans, thus, the day-to-day operating budget of the 
State is held to two-thirds o f  the limit, or a maximum or 
$1.66 billion, plus adjustments. Provisions are made for 
additional capital expenditures which are approved by 
the people and for other expenditures in the event of a 
disaster declared by the governor.

Although it is true that the Fiscal Year 1983 budget is 
less than Ballot Measure No. 4 would permit, this 
relatively austere budget was passed during a time of 
rapidly falling revenue projections. Had this restraint 
not been present, there is little reason to believe that the 
Legislature would have deviated from its past practices 
o f excessive spending.

While Ballot Measure No. 4 is not perfect and does 
not provide for all the limitations one might want, 
nevertheless, it is the only constitutional spending limit ! 
available. Only by voting to accept this ballot measure 
can the people o f Alaska show their determination to 
restrain spending by the Legislature and begin the road 
back to state fiscal responsibility.

— Kent Edwards, President 
Common Sense for Alaska, Inc.

S T A T E M E N T  A G A IN S T  B A L L O T  M E A S U R E  N O . 4
Only the First two sentences of this measute apply to a 

spending limitation; the remainder list seven exceptions 
for spending above the limit, only two of which make 
much sense: 1) putting money in the Permanent Fund; 
and 2) spending to clean up a disaster. The remaining 
five exceptions are loopholes that give legislators and 
the governor the ability to continue excessive spending 
on: A) bond authorizations for capital projects; 
B) issuance of Permanent Fund dividends; C) general 
obligation bond payments; D) appropriations from 
revenue bond proceeds; and E) costs of the Capital 
Move, if passed. All five o f these expenditures can be 
over the spending limit.

But let’s back up to those first two sentences. The 
biggest abuses in government spending are in the area of 
“ capital expenditures,”  otherwise called “ pork” . After 
each capital project is built, it carries operating and 
maintenance costs. Whatever of the one-third in the 
limit we spend for capital projects, we are automatically 
adding to the cost o f doing the state’s business (the 
other two-thirds). W'e cannot continually add to the 
state’s responsibilities and expect the operating two- 
thirds o f the budget to be covered by an increase in 
population and inflation. We will quickly reach the 
point where each project built will necessitate cuts in 
social or educational programs, or will cause a cut in 
maintenance, leaving our capital projects to decay.

As if this weren’t bad enough, let’s add in loophole 
“ A” , bond authorizations for capital p-ojects. If one- 
third o f the usable revenues aren't enough for desired

and needed capital projects, the Legislature can issue an 
authorization for the State to sell bonds to build the 
project. If the governor does not veto the authorization, 
you will be asked to approve the sale of bonds at a 
general election. When we sell bonds to get money for 
projects, we later pay back the buyers—with interest. In 
loophole “ C ” we don’t even have to count that payback 
against the spending limit!

Nothing in this measure lays out which projects will 
be included in the one-third capital limit and which will 
be put before the voters. As a legislator, I would guess 
that pet projects o f key legislators will be in the budget 
so they won’t be as easily seen by the public. Projects of 
statewide importance—jails and schools—will be put on 
the ballot. Each approved project vill further impact 
the operating budget causing a deeper cut in programs 
and operations.

In addition, there is no provision for declining 
revenues. This “ spending limit”  is before you under the 
assumption we will have increasing revenues each year. 
That is not likely. As revenues decline, we would be 
foolish to  continue to allocate one-third of our available 
revenues for building and loans when we will have con­
tinually less revenue for operations. In such a case, the 
only way to maintain government operations would be 
to increase personal taxes and return to a personal 
income tax.

We need a spending limitation, but this isn’t it.
— Sally Smith, Representative 

Alaska State Legislature
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A  R E S O L U T I O N

1 II P ro p o s in g  a m e n d m e n ts  to  th e  C o n s t i tu t io n  o f  th e  S ta te  o f  A la s k a  r e la t in g  to  a n

2 a p p r o p r i a t io n  l im it  a n d  a  s p e n d in g  lim it .

3 |  BE IT  R E S O L V E D  BY 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  || * S e c tio n  1. A rtic le  IX , sec. 16, C o n s titu tio n  o f  th e  S ta te  o f  A la sk a , is rep e a led  and

5 II rea d o p te d  to  read :

6 || S e c tio n  16. A p p r o p r ia t io n  a n d  S p e n d in g  L im it ,  (a ) A p p ro p ria tio n s  m ad e

7 || fo r  a  f isca l y e a r  sh a ll n o t e x c e e d  by  m o re  th a n  fo u r p e rc e n t th e  a m o u n t a p p ro p ria te d

8 || fo r  th e  f isca l y e a r  tw o  y ea rs  p re c e d in g  th e  fisca l y e a r  fo r  w h ic h  the  a p p ro p ria tio n s  are

9 || m ad e . T h is  su b se c tio n  d o e s  n o t a p p ly  to

10 || (1 ) a n  a p p ro p r ia tio n  to th e  A la s k a  p e rm a n e n t fu n d ;

(2) a n  a p p ro p ria tio n  o f  A la sk a  p e rm a n e n t fu n d  in c o m e  fo r a  p ro g ra m

12 || th a t p ro v id e s  p e rm a n e n t fun d  d iv id e n d s  to S ta te  re s id e n ts ;

13 || (3 ) an  a p p ro p ria tio n  to  m e e t a  s ta te  o f  d is a s te r  d e c la re d  by  the

14 || g o v e rn o r  as p re s c r ib e d  by  law ;

15 || (4 ) a n  a p p ro p ria tio n  fo r th e  A la s k a  R a ilro a d ;

16 || (5 ) an  a p p ro p ria tio n  o f  S ta te  g e n e ra l o b lig a tio n  a n d  rev e n u e  bond

L
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1 p ro c e e d s ;

2 (6 ) a n  a p p ro p r ia tio n  re q u ire d  to  p a y  o b lig a tio n s  u n d e r g en e ra l

3 o b lig a tio n  b o n d s , rev e n u e  b o n d s , a n d  c e r tif ic a te s  o f  p a r t ic ip a tio n  issu ed  by  the  S ta te ;

4 (7 ) an  a p p ro p ria tio n  o f  m o n e y  re c e iv e d  fro m  the  fed e ra l g o v e rn m en t;

5 (8 ) a  re a p p ro p r ia tio n  o f  m o n e y  a lre a d y  a p p ro p r ia te d  u n d e r  an

6 u n o b lig a te d  a p p ro p ria tio n  th a t is  n o t v o id  u n d e r S e c tio n  13 o f  th is  a rtic le ;

7 (9 ) an  a p p ro p ria tio n  o f  m o n e y  fo r  e x p e n d itu re  by  a  S ta te  a g e n c y  to

8 p ro v id e  se rv ic e s  to  a n o th e r  S ta te  a g e n c y  th a t h as  a lso  re c e iv e d  a n  a p p ro p r ia tio n  o f  the

9 sa m e  m o n e y ; a n d

10 (1 0 ) a n  a p p ro p r ia tio n  m a d e  u n d e r (b ) o f  th is  se c tio n .

11 (b ) A n  a p p ro p r ia tio n  th a t e x c e e d s  the  l im it u n d e r  (a )  o f  th is  se c tio n  m ay  be

12 m a d e  fo r a n y  p u b lic  p u rp o se  u p o n  a ff irm a tiv e  v o te  o f  tw o - th ird s  o f  th e  m e m b e rs  o f

13 e a c h  h o u se  o f  th e  leg is la tu re . T h e  to ta l a m o u n t o f  a p p ro p r ia t io n s  u n d e r  th is  su b se c tio n

14 m a d e  fo r a  fisca l y e a r  m a y  n o t e x c e e d  tw o  p e rc e n t  o f  the  a m o u n t a p p ro p r ia te d  fo r the

15 fisca l y e a r  tw o  y e a rs  p re c e d in g  the  fisca l y e a r  fo r w h ic h  the  a p p ro p r ia tio n s  a re  m ade.

16 (c ) I f  a p p ro p r ia tio n s  fo r a  fisca l y e a r  e x c e e d  th e  a m o u n t th a t m ay  be

17 a p p ro p r ia te d  u n d e r (a) o r  (b ) o f  th is  se c tio n , the  g o v e rn o r  sh a ll  re d u c e  e x p e n d itu re s  by

18 th e  e x e c u tiv e  b ra n c h  fo r its  o p e ra tio n  a n d  a d m in is tra t io n  to  the  e x te n t n e c e s sa ry  to

19 a v o id  sp e n d in g  m o re  th a n  the  a m o u n t th a t m a y  b e  a p p ro p r ia te d  u n d e r (a ) o r (b ) o f  th is

20  se c tio n .

21 * S e c . 2. A rtic le  X V , C o n s titu tio n  o f  the  S ta te  o f  A la sk a , is a m e n d e d  b y  a d d in g  a  n ew

22 se c tio n  to  read :

23 S e c tio n  3 0 . R e c o n s id e r a t io n  o f  A p p r o p r ia t i o n  a n d  S p e n d in g  L im it .  I f  the

24 2 0 0 2  a m e n d m e n t re la tin g  to  a n  a p p ro p ria tio n  a n d  sp e n d in g  lim it (art. IX , sec. 16) is

25  a d o p te d , th e  lie u te n a n t g o v e rn o r  sh a ll p la ce  th e  b a llo t t itle  a n d  p ro p o s itio n  fo r the

2 6  a m e n d m e n t o n  the  b a llo t a g a in  a t th e  g en e ra l e le c t io n  in  2 0 0 6  an d  e v e ry  s ix  years

2 7  th e re a f te r  u n le ss  it is re jec ted . I f  th e  m a jo r ity  o f  th o se  v o tin g  o n  the  p ro p o s itio n

28 re je c ts  the  a m e n d m e n t, S e c tio n  16 o f  A rtic le  IX  is re p e a le d  o n  th e  d a te  the  e le c tio n  is

29 certified.

30  * S e c . 3. T h e  a m e n d m e n ts  p ro p o se d  by  th is  re so lu tio n  sh a ll be  p la c e d  b e fo re  the  v o te rs  o f

31 the  s ta te  a t th e  n e x t g en e ra l e le c tio n  in  c o n fo rm ity  w ith  a rt. X III , sec . 1, C o n s titu tio n  o f  the
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A l a s k a  S t a t e  S e n a t e
S e n a t e  F i n a n c e  C o m m i t t e e

M a il S to p  3 1 0 0  
S ta te  C ap ito l 

Ju n e a u , A la sk a  9 9 8 0 1 -1 1 8 2

M E M O R A N D U M

O c to b e r  8, 2001

T O : H o u se  Ju d ic ia ry  C o m m itte e  M e m b e rs

F R O M : S e n a to r  D a v e  D o n le y , C o -C h a ir  V x
S e n a te  F in a n c e  C o m m itte e  &

R E : C o m m itte e  S u b s titu te  to  S e n a te  Jo in t R eso lu tio n  23  (F lN )a m  “ P ” V e rs io n , “ P ro p o s in g
a m e n d m e n ts  to  the  C o n s titu tio n  o f  th e  S ta te  o f  A la sk a  re la tin g  to  an  a p p ro p r ia tio n  lim it and  a
s p e n d in g  l im it”

I a sk  th a t y o u  s u p p o r t th e  a d o p tio n  o f  C S  S JR  23  (F iN )a m , th e  “ P ” v e rs io n , a s  a  H o u se  C o m m itte e  S u b s titu te  
an d  p ass  it from  c o m m itte e  at y o u r  e a r lie s t c o n v e n ie n c e .

B rie fly , th is  p ro p o se d  c o n s titu tio n a l a m e n d m e n t re v ise s  the  e x is t in g  a p p ro p ria tio n  lim it (A rtic le  IX , S e c tio n  16) 
a d o p te d  in  1981 .

T h e  e x is tin g  a p p ro p r ia t io n  lim it is too  h ig h , is  u n c lea r, and  is n o t fu n c tio n in g  a s  in te n d e d . T h e  “ P ”  v e rs io n  o f  
S JR  23 w o u ld  lo w e r  th e  a p p ro p ria tio n  lim it to  c re a te  an e n fo rc e a b le  re a so n a b le  re s tra in t, c la r ify  h o w  th e  lim it is 
c a lc u la te d , re m o v e  th e  n o n  e ffe c tu a l o n e -th ird  c ap ita l sp e n d in g  re q u ire m e n t and  link  fu tu re  in c re a se s  to  th e  tw o  
p re v io u s  y e a r ’s s p e n d in g  lev e ls  ra th e r  than  a  s in g le  s ta r tin g  p o in t a m o u n t.

T h e  S e n a te  F in a n c e  C o m m itte e  b e lie v e s  a d o p tio n  o f  an  e ffec tiv e , r e a so n a b le  c o n s titu tio n a l sp e n d in g  lim it to  b e  
an  e sse n tia l firs t s te p  to  d e v e lo p in g  a n y  n ew  lo n g -ra n g e  fiscal p la n  fo r  th e  s ta te .

A tta c h e d  fo r y o u r  fu r th e r  in fo rm a tio n  a rc  th e  fo llo w in g  d o c u m e n ts :

•  C o m m itte e  S u b s titu te  to  S e n a te  Jo in t R eso lu tio n  23 (F IN )am  “ P ” V e rs io n
•  E x is tin g  A rtic le  IX , S e c tio n  16 o f  th e  A la s k a  C o n s titu tio n
•  S e c tio n a l S u m m a ry
•  S p o n so r  S ta te m e n t to  C S  S JR  23 (F lN )a m
•  T a lk in g  P o in ts  fo r C S  S J R  23 (F IN )a m
•  C h a rts

O ffic ia l B u s in e ss
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CS SJR 23 (FIN )am  
Senator Dave D onley 
O ctober 8 ,2001

Existing Provision 
Alaska Constitution 

Article IX, Section 16

S e c tio n  9 .1 6  - A p p ro p r ia tio n  L im it.

E x c e p t fo r a p p ro p r ia t io n s  fo r  A la s k a  p e rm a n e n t fu n d  d iv id e n d s , a p p ro p r ia t io n s  o f  re v e n u e  b o n d  
p ro c e e d s , a p p ro p r ia t io n s  re q u ire d  to  p a y  th e  p r in c ip a l a n d  in te re s t o n  g e n e ra l o b lig a tio n  b o n d s , 
and  a p p ro p r ia tio n s  o f  m o n e y  re c e iv e d  fro m  a  n o n -S ta te  so u rc e  in  tru s t fo r  a  sp e c if ic  p u rp o se , 
in c lu d in g  re v e n u e s  o f  a  p u b lic  e n te rp r is e  o r  p u b lic  c o rp o ra tio n  o f  th e  S ta te  th a t  is su e s  re v e n u e  
b o n d s , a p p ro p r ia tio n s  fro m  th e  t re a s u ry  m a d e  fo r  a  f isca l y e a r  sh a ll n o t e x c e e d  $ 2 ,5 0 0 ,0 0 0 ,0 0 0  
b y  m o re  th a n  th e  c u m u la tiv e  c h a n g e , d e r iv e d  fro m  fe d e ra l in d ic e s  a s  p re s c r ib e d  b y  law , in  
p o p u la tio n  a n d  in f la tio n  s in c e  J u ly  1, 1981. W ith in  th is  lim it, a t le a s t o n e - th ird  sh a ll  b e  re s e rv e d  
fo r c ap ita l p ro je c ts  a n d  lo a n  a p p ro p ria tio n s . T h e  le g is la tu re  m a y  e x c e e d  th is  l im it in  b ills  fo r 
a p p ro p r ia tio n s  to  th e  A la s k a  p e rm a n e n t fu n d  a n d  in  b il ls  fo r  a p p ro p ria tio n s  fo r  c a p ita l  p ro je c ts , 
w h e th e r  o f  b o n d  p ro c e e d s  o r  o th e rw ise , i f  e ac h  b ill is a p p ro v e d  b y  th e  g o v e rn o r , o r  p a s s e d  b y  
a ff irm a tiv e  v o te  o f  th re e - fo u r th s  o f  th e  m e m b e rsh ip  o f  th e  le g is la tu re  o v e r  a  v e to  o r  i te m  v e to , o r  
b e c o m e s  la w  w ith o u t s ig n a tu re , an d  is  a lso  a p p ro v e d  b y  th e  v o te rs  as p re s c r ib e d  b y  law . E a c h  
b ill fo r  a p p ro p r ia t io n s  fo r  c a p ita l p ro je c ts  in  e x c e s s  o f  th e  l im it  sh a ll  b e  c o n fin e d  to  c a p ita l 
p ro je c ts  o f  th e  s a m e  ty p e , a n d  th e  v o te rs  sh a ll, a s  p ro v id e d  b y  law , b e  in fo rm e d  o f  th e  c o s t  o f  
o p e ra tio n s  a n d  m a in te n a n c e  o f  th e  c a p ita l p ro je c ts . N o  o th e r  a p p ro p ria tio n  in  e x c e s s  o f  th is  l im it 
m a y  b e  m a d e  e x c e p t to  m e e t a  s ta te  o f  d is a s te r  d e c la re d  b y  th e  g o v e rn o r  as p re s c r ib e d  b y  law . 
T h e  g o v e rn o r  sh a ll  c a u se  a n y  u n e x p e n d e d  a n d  u n a p p ro p r ia te d  b a la n c e  to  b e  in v e s te d  so  a s  to 
y ie ld  c o m p e tit iv e  m a rk e t  ra te s  to  th e  tre asu ry .



L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450 
F A X  (907) 465-2029 
Mail Stop 3101

D IV IS IO N  O F  L E G A L  A N D  R E S E A R C H  S E R V I C E S  
L E G I S L A T I V E  A F F A IR S  A G E N C Y  

S T A T E  O F  A L A S K A State Capitol 
Juneau , Alaska 99801-1182 

Deliveries to: 129 6th St., Rm . 329

M E M O R A N D U M O c to b e r  4 , 2001

SUBJECT: C o n s titu tio n a l a p p ro p ria tio n  and  sp e n d in g  lim it; se c tio n a l 
su m m a ry  fo r H C S  C S S JR  2 3 ( )(W o rk  O rd e r  N o . 2 2 -L S 0 7 3 4 \P ; 
9 /1 4 /0 1 )

TO:

FROM:

S e n a to r  D av e  D o n ley

P a m e la  F i n l e y y / V ^ ^  
R e v iso r  o f  S ta tu te s

S ec . 1. (a ) R ew rite s  th e  e x is tin g  c o n s titu tio n a l sp e n d in g  lim it fo rm u la . W ith  the  
e x c e p tio n  o f  c e r ta in  ty p e s  o f  a p p ro p ria tio n s  and  re a p p ro p r ia tio n s , p ro v id e s  tha t 
a p p ro p ria tio n s  m a d e  fo r a  fisca l y e a r  sh a ll n o t e x c e e d  b y  m o re  th a n  fo u r  p e rc e n t the  
a m o u n t a p p ro p r ia te d  fo r the  fisca l y e a r  tw o  y ea rs  p re c e d in g  the  f isca l y e a r  fo r w h ic h  the  
a p p ro p r ia tio n s  a re  m ad e .

(b ) P e rm its  an  a p p ro p ria tio n  th a t e x c ee d s  the  lim it to  b e  m a d e  b y  a ff irm a tiv e  vo te  
o f  tw o -th ird s  o f  th e  m e m b e rs  o f  each  h o u se , an d  e s ta b lish e s  a  lim it o n  th e  a m o u n t o f  
th e se  ty p e s  o f  a p p ro p ria tio n s .

(c ) I f  a p p ro p r ia tio n s  fo r  a  fisca l y e a r  ex c ee d  th e  lim its  u n d e r  (a) o r  (b ), the  
g o v e rn o r  is  d ire c te d  to  red u c e  e x p e n d itu re s  by  th e  e x e c u tiv e  b ra n c h  fo r its  o p e ra tio n  and  
a d m in is tra tio n  to  th e  e x te n t n e c e s sa ry  to  av o id  sp e n d in g  th a t e x c e e d s  the  lim its .

S ec . 2 . T h e  lie u te n a n t g o v e rn o r is d ire c ted  to  p la ce  th is  p ro p o s itio n  o n  th e  b a llo t a g a in  at 
the  g e n e ra l e le c tio n  in  2 0 0 6  a n d  e v e ry  s ix  y ea rs  th e re a f te r  u n le ss  it is re jec ted .

S ec . 3 . T h e  p ro p o se d  a m e n d m e n ts  w ill be  v o te d  on  d u rin g  the  2 0 0 2  g e n e ra l e le c tio n .

P F :g lc  
0 1 -3 2 8 .g lc



A l a s k a  S t a t e  S e n a t e
S e n a t e  F i n a n c e  C o m m i t t e e

O ffic ia l B u s in e ss  M a il S to p  3 1 0 0
Sponsor Statement S ta te  C ap ito l

fo r  Ju n e a u , A la s k a  9 9 8 0 1 -1 1 8 2

Committee Substitute for Senate Joint Resolution 23 (FIN)am  
Including Explanation of Proposed “P” Version House Committee Substitute 

“Proposing amendments to the Constitution of the State 
of Alaska relating to an appropriation limit and a spending limit”

T h e  S e  ‘a te  F in a n c e  C o m m itte e  b e lie v e s  a d o p tio n  o f  a n  e ffe c tiv e , r e a so n a b le  c o n s titu tio n a l 
sp e n d in g  lim it to  b e  a n  e sse n tia l  f irs t s tep  to  d e v e lo p in g  a n y  n e w  lo n g -ra n g e  fisca l p la n  fo r th e  
sta te .

S e n a te  Jo in t  R e s o lu tio n  2 3  w o u ld  a m e n d  A rtic le  IX , sec  16 o f  A la s k a ’s C o n s titu tio n  b y  lo w erin g  
th e  e x is tin g  a p p ro p r ia t io n  lim it to  b e t te r  re f le c t A la s k a ’s c u rre n t re v e n u e  p ic tu re . P a ssa g e  o f  S JR  
23 w o u ld  e n su re  a  l im it o n  th e  g ro w th  o f  s ta te  g o v e rn m e n t a n d  fo rc e  th e  s ta te  to  fu rth e r  
re a so n a b ly  re d u c e  n o n -e s s e n tia l  s ta te  sp e n d in g .

T h e  e x is t in g  c o n s ti tu t io n a l  a p p ro p r ia tio n  lim it, a d o p te d  b y  v o te rs  in  1981 , h as  n o t w o rk e d  as 
a n tic ip a te d  a n d  h a s  n e v e r  b e e n  e ffe c tiv e  in  re s tra in in g  s ta te  sp e n d in g . A  m a in  rea so n  fo r  its 
fa ilu re  is  th a t th e  s ta r t in g  a m o u n t o f  $2 .5  b il l io n  w a s  too  h ig h  a n d  its  e sc a la to r  fa c to r  b a se d  o n  
p o p u la tio n  a n d  in f la t io n  w a s  to o  lib e ra l. In  fac t, g iv e n  th e  in c re a se s  in  in f la tio n  a n d  p o p u la tio n  
o v e r  th e  la s t 19 y e a rs , th e  g e n e ra l fu n d  sp e n d in g  lim it im p o se d  b y  A rtic le  IX , S e c tio n  16 w ill b e  
o v e r  $ 6  b ill io n . T h a t  is  a b o u t $3  b ill io n  m o re  than  g e n e ra l fu n d  sp e n d in g  in  th e  F isc a l Y e a r 
2 0 0 0 . S J R  23  w o u ld  m o re  a c c u ra te ly  re f le c t to d a y ’s sp e n d in g  b y  a m e n d in g  th e  e x is tin g  
a p p ro p ria tio n  lim it.

S JR  2 3 , as it  p a s s e d  th e  S e n a te , w o u ld  a llo w  th e  le g is la tu re  to  e x c ee d  th e  lim it b y  no  m o re  th an  
1/2 o f  th e  a n n u a l in c re a se  in  b o th  p o p u la tio n  lev e ls  a n d  th e  c o n s u m e r  p r ic e  in d e x . S JR  23  a lso  
c o n ta in s  a  m e c h a n is m  a llo w in g  th e  le g is la tu re  to  in c re a se  th e  b a se  lim it to  7 5 %  o f  th e  in c re a se  in  
p o p u la tio n  a n d  in f la t io n  w ith  a  2 /3  v o te  o f  e a c h  h o u se .

W o rk in g  w ith  L e g is la tiv e  F in a n c e  a n d  L e g a l d u r in g  th e  2001  in te rim , w e  h a v e  d e v e lo p e d  a  
p ro p o se d  c o m m itte e  su b s ti tu te  (P  v e rs io n ) .

T h e  a p p ro p r ia t io n  l im it th a t th e  “P ”  v e rs io n  o f  S J R  23  p ro p o se s  w o u ld  b e  b a se d  o n  a  n o n - 
c u m u la tiv e  a m o u n t a p p ro p r ia te d  fro m  2 y ea rs  p r io r  a n d  w o u ld  a llo w  fo r  up  to  a  2 %  in c re a se  p e r  
y e a r  (4 %  to ta l)  r e q u ir in g  a  s im p le  m a jo r i ty  v o te . A n  a d d itio n a l 2 %  m a y  b e  a p p ro p ria te d  
b r in g in g  th e  to ta l to  6 % . T h is  a d d itio n a l 2 %  w o u ld  re q u ire  a  tw o -th ird s  v o te  o f  b o th  h o u ses .

If, fo r  e x a m p le  6 %  w a s  a p p ro p r ia te d  fo r  F Y 0 4 , th e  F Y 0 6  lim it w o u ld  b e  b a se d  o n  th e  o rig in a l 
4 %  in c re a se  th a t p a s s e d  w ith  a  s im p le  m a jo r ity , n o t th e  fu ll 6% .



S p o n so r  S ta te m e n t
C S  S J R  23 (F IN )a m  “P ”  V e rs io n
O c to b e r  8, 2001

I f  th e  a m o u n t a p p ro p r ia te d  e x c ee d s  th e  lim it, th e  g o v e rn o r  sh a ll r e d u c e  e x p e n d itu re s  b y  th e  
e x e c u tiv e  b ra n c h  fo r  its  o p e ra tio n  a n d  a d m in is tra tio n  in  o rd e r  to  b r in g  e x p e n d itu re s  b a c k  in  line  
w ith  th e  c o n s ti tu tio n a l lim it.

S JR  23  a lso  re m o v e s  th e  re q u ire m e n t th a t o n e -th ird  o f  th e  b u d g e t b e  a p p ro p r ia te d  fo r c ap ita l 
e x p e n d itu re s . O v e r  th e  y ea rs , se v e ra l a tto rn e y  g en e ra l o p in io n s  h a v e  b e e n  w r itte n  o n  th e  m e a n in g  
o f  th e  c o n s ti tu t io n a l  lim it; th o se  o p in io n s  c o u n te r  th e  p la in  E n g lish  m e a n in g  o f  th e  la n g u a g e  a n d  
h a v e  a llo w e d  th e  le g is la tu re  a n d  th e  a d m in is tra tio n  to a v o id  th is  re q u ire m e n t. S J R  23  re m o v e s  
th is  a rb itra ry  a n d  su p e rf lu o u s  re q u ire m e n t.

S JR  23  s im p lif ie s  a n d  c la rif ie s  e x a c tly  w h a t sp e n d in g  c o u n ts  to w a rd s  th e  a p p ro p r ia t io n  lim it, 
so m e th in g  th a t  is  n o t c le a r  in  th e  e x is tin g  c o n s titu tio n a l lan g u ag e .

W ith o u t a  m e a n in g fu l c o n s ti tu tio n a l a m e n d m e n t in  p la c e  th a t lim its  th e  a m o u n t o f  s ta te  g en e ra l 
fu n d  e x p e n d itu re s , th e re  is  a b so lu te ly  no  g u a ra n te e  th a t th e  s ta te  w ill  re s tra in , le t a lo n e  red u c e , 
sp e n d in g . S J R  23  w o u ld  lim it s ta te  sp e n d in g  and  is a  k e y  c o m p o n e n t o f  a n y  n e w  lo n g -ra n g e  p la n  
to  e n su re  A la s k a 's  lo n g -te rm  fisca l h ea lth .

DD/jja



Existing Constitutional Appropriation Limit 
vs. the “P” Version of SJR 23 Appropriation Limit 

(Includes explanation of charts)
Prepared by Senator Donley’s Office

•  A  c o n s titu tio n a l sp e n d in g  lim it is a  k e y  c o m p o n e n t o f  a n y  lo n g -te rm  fisca l p la n

•  L o w e rs  e x is t in g  a p p ro p ria tio n  lim it to  re f le c t th e  c u rre n t b u d g e t s itu a tio n

•  T h e  c u rre n t a p p ro p r ia tio n  lim it, b a se d  o n  p o p u la tio n  g ro w th  and  in f la tio n  ra te s , is  a d d re sse d  
in  A r tic le  9 , S e c tio n  16 o f  the  A la s k a  C o n s titu tio n  w h ic h  to o k  a ffe c t D e c e m b e r  2 4 , 1982. 
T h e  lim it fo r  F Y 0 2  is $ 6 .4  b illio n .

•  T h e  g ra p h  sh o w s  th e  e x is tin g  sp e n d in g  lim it b a se d  o n  n u m b e rs  p ro v id e d  b y  O M B  a n d  
in c lu d e s  a c tu a l G F  a p p ro p r ia tio n s  fo r F Y 9 6  to F Y 0 2 . It is  o b v io u s  th a t th e  e x is tin g  
c o n s titu tio n a l l im it is  o b so le te  s in c e  it a llo w s  fo r  an  F Y 0 2  a p p ro p r ia tio n  o f  S 6 .4  b ill io n  and  
th e  a c tu a l G F  a p p ro p ria te d  is o n ly  $ 2 .4  b illio n .

•  S im p lif ie s  a n d  c la rif ie s  e x a c tly  w h a t sp e n d in g  c o u n ts  to w a rd  th e  a p p ro p r ia tio n  lim it and  
m o re  im p o rta n tly , w h a t d o es  no t.

•  T h e  fo llo w in g  ite m s  a re  e x c lu d e d  fro m  th e  lim it:
1. a p p ro p ria tio n s  b y  the  g o v e rn o r  to  m e e t a  s ta te  d is a s te r
2 . re v e n u e  b o n d  p ro ce ed s
3 . p r in c ip le  &  in te re s t p a y m e n ts  o f  g en e ra l o b lig a tio n  b o n d s
4 . re a p p ro p ria tio n s
5. in te ra g e n c y  re c e ip ts  (a p p ro p r ia tio n s  to  o n e  a g e n c y  w h ich  a re  th e n  p a id  to  a n o th e r  

a g e n c y  fo r se rv ic es)
6. fed e ra l fu n d s
7 . a p p ro p r ia tio n s  h a v in g  to  d o  w ith  the  A la sk a  ra ilro a d
8. a p p ro p ria tio n s  h a v in g  to d o  w ith  th e  p e rm a n e n t fu n d , in c lu d in g  p e rm a n e n t fu nd  

d iv id e n d s .

•  T h e  c u rre n t  l im it e x c lu d e s  P F D s, re v e n u e  b o n d  p ro c e e d s , g e n e ra l o b lig a tio n  b o n d  
p r in c ip a l/ in te re s t  p a y m e n ts  a n d  “money received from a non-State source in trust for a 
specific purpose.. Thi s  is a m b ig u o u s .

•  T h e  a p p ro p r ia t io n  lim it th a t SJR 23 p ro p o se s  w o u ld  b e  b a se d  o n  a  n o n -c u m u la tiv e  a m o u n t 
a p p ro p r ia te d  fro m  2  y ea rs  p r io r  a n d  w o u ld  a llo w  fo r up  to a  2 %  in c re a se  p e r  y e a r  (4 %  to ta l)  
re q u ir in g  a s im p le  m a jo rity  v o te . T h e  c h a rt a ssu m e s  SJR 23 w o u ld  b e  in  e ffe c tiv e  fo r  th e  
F Y 0 4  b u d g e t p ro c e ss  a n d  w o u ld  b e  b a se d  o n  th e  a p p ro p ria te d  a m o u n t fo r  F Y 0 2 .

•  A n  a d d itio n a l 2 %  m a y  b e  a p p ro p r ia te d  b r in g  th e  to ta l to  6 % . T h is  a d d itio n a l 2 %  w o u ld  
re q u ire  a  tw o - th ird s  v o te  o f  b o th  h o u ses .
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<* If , fo r  e x a m p le  6 %  w a s  a p p ro p r ia te d  fo r  F Y 0 4 , th e  F Y 0 6  l im it w o u ld  b e  b a s e d  o n  th e  
o r ig in a l 4% in c re a se  th a t p a s se d  w ith  a  s im p le  m a jo r ity , n o t th e  fu ll 6 % .

•  I f  th e  a m o u n t a p p ro p ria te d  e x c e e d s  th e  lim it, th e  g o v e rn o r  sh a ll  re d u c e  e x p e n d itu re s  b y  the  
e x e c u tiv e  b ra n c h  fo r  its  o p e ra tio n  a n d  a d m in is tra t io n  in  o rd e r  to  b r in g  e x p e n d itu re s  b a c k  in  
lin e  w ith  th e  c o n s ti tu t io n a l  lim it.

•  R e m o v e s  th e  re q u ire m e n t th a t 1/3 o f  th e  a p p ro p r ia tio n s  b e  u se d  fo r  c a p ita l p ro je c ts . T h is  is 
a n  a rb itra ry  n u m b e r  an d  A tto rn e y  G e n e ra l O p in io n s  h a v e  n e g a te d  th e  o r ig in a l in te n t o f  the  
la n g u a g e , th u s  a llo w in g  th e  le g is la tu re  a n d  a d m in is tra tio n  to  c u r re n tly  a v o id  th is  re q u ire m e n t

c A la s k a  v o te rs  a re  g iv e n  th e  o p p o r tu n ity  a f te r  fo u r  y e a rs  (2 0 0 6 )  to  re a ff irm  th e ir  w ish  to  
m a in ta in  th is  a p p ro p r ia tio n  lim it a n d  a g a in  e v e ry  s ix  y e a rs  a f te r  tha t. In  th e  e v e n t th e y  
c h o o s e  n o t to  a p p ro v e  it, A r tic le  IX  S e c tio n  16 is  re p e a le d  a n d  re m o v e d  fro m  th e  
c o n s titu tio n .

•  S J R  23  e n s u re s  a  l im it o n  s ta te  g o v e rn m e n t g ro w th  a n d  w ill  e n c o u ra g e  th e  s ta te  to  re a so n a b ly  
re d u c e  n o n -e s s e n tia l  s ta te  sp e n d in g .
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T h e  C u r r e n t  S p e n d i n g  L i m i t  v s  R e c e n t  A p p r o p r i a t i o n s

Fiscal Year



P r o j e c t e d  A p p r o p r i a t i o n  L i m i t s  u n d e r  S J R  2 3

■ A u t h o r i z e d 3 , 0 4 6 . 6 3 , 2 5 0 . 9 3 , 1 7 3 . 6 3 , 2 3 7 . 1

3 . 6 0 0 . 0

3 . 5 0 0 . 0

3 . 4 0 0 . 0

3 . 3 0 0 . 0

3 . 2 0 0 . 0

3 . 1 0 0 . 0  

3 , 0 0 0 . 0

2 . 9 0 0 . 0

2 . 8 0 0 . 0

S J R 2 3  L i m i t  S e c  ( a )

S J R 2 3  L i m i t  S e c  (b )

F Y 0 0 F Y 0 1 F Y 0 2 F Y 0 3 y F Y 0 4 F Y 0 5

3 , 3 0 0 . 5 3 , 3 6 6 . 6 3 . 4 3 2 . 6

3 . 4 9 8 . 63 , 3 6 4 . 0 3 , 4 3 1 . 3

*FY03 Authorized budget estimated at 2% increase over FY02.

Sec (a) allows for up to a 4% increase over the amount appropriated 2 years prior.
Sec (b) states an additional 2% may be appropriated with a two-thiros vote of both houses.

Not Included In SJR23 Limit: Permanent Fund dividends, G.O. & revenue bond proceeds, reappropriations, duplicated funds, and 
funds from nori-State sources.

All num bers taken from L F D  Fisca l Sum m aries In Sum m ary rf  Appropriations



Comments on SJR 23 and Alaska Public Spending

part 1.

S co tt  Go ldsm ith
Institute o f S o c ia l and E co n o m ic  R e s e a rch  
786-7720  
10/18/01

How do the inflation and population assumptions impact spending under SJR 23.

S J R  23 w ould establish a ca p  on state spend ing  that grows at half the rate o f inflation and population growth. 
T h e  result is a gradual decline  in real per capita  spending.
If p a sse d  into law the ca p  co m e s  up for review periodically.

T h e  rate o f decline  in real per capita  spend ing  is totally dependent upon the
rate o f inflation and population growth. If inflation is m odest and population growth is slow, the erosion of 
spend ing  will be  small in a single  year, a lthough overtim e it will b e co m e  large.

Fo r  exam ple  in ca s e  1 below  if population growth is at 1% and inflation is at 3%, levels consisten t with recent 
experience , the budget ca n  grow 2% and the real per capita spending ca p  falls 2% annually. After 10 
years the real per capita  budget has fallen to 02.2%  of the base  -- a decline  o f 17.8%.

CASE1. population 1.0%
price level 3.0%
co m bined  4.03%
half 2.02%  (allowable budget grow th)

R E A L  P E R  C A P IT A  (2 0 0 2 $ )

year
expend/ % decline

ir expend pop ex/pop expend base  yr ex from
base

2002 $3,100 ,000 625,000 $4,960 $4,960
2003 $3,162 ,465 631,250 $5,010 $4,864 98.1% 1.9%
2004 $3,226 ,189 637 ,563 $5,060 $4,770 96.2% 3.8%
2 005 $3,291 ,196 643 ,938 $5,111 $4,677 94.3% 5.7%
2006 $3,357,514 650 ,378 $5,162 $4,587 92.5% 7.5%
2007 $3,425,168 656,881 $5,214 $4,498 90.7% 9.3%
2 008 $3,494,185 663 ,450 $5,267 $4,411 88.9% 11.1%
2009 $3,564 ,593 670 ,085 $5,320 $4,325 87.2% 12.8%
2010 $3,636 ,419 676 ,785 $5,373 $4,242 85.5% 14.5%
2011 $3,709 ,693 683,553 $5,427 $4,159 83.9% 16.1%
2 012 $3,784 ,444 6 90 ,389 $5,482 $4,079 82.2% 17.8%

Inflation and  population growth are outside the co r'ro l of the state
and they cou ld  be very different from the C A S E  1 assum ptions. In general, better e co n o m ic  
tim es result in faster population growth, higher inflation, and perhaps the need for new or 
additional pub lic spending.

Fo r  exam ple  in the d e ca d e  of the 1970s the experience  w as as follows:
population growth 3.1% annually
inflation 7.6% annually

If that experience  were to repeat in the next d e ca de , under S J R  23 the budget cou ld  grow 
about 5.5%  annually, but eal per capita  spending  would fall 5.5% annually. After 10 years the 
real per cap ita  b u d g e t1 uld have fallen to 59% of the base -- a decline o f 41%.

population 3.1%
price  level 7.6%
com b ine d  10.94%
half 5.47%



real per capita  spend ing  
b ase  year 
10 years later

$4,960
$2,913

expend  relative to base  59%
% loss 41%

part 2. What is the link between population and state government programs?

S o m e  but not all program s are directly or indirectly tied to particular population groups. 
C on se q u e n tly  w hether an increase  in population directly results in an increase  in 
required state expenditures de pe nd s  upon the mix of population additions. O n e  ca n  
think o f n um erous scenarios.

Fo r exam ple if population growth during this d e ca d e  is slow, 
w e ca n  e xpect a relative increase  in the young adults (17-29) and 
older adults (47+)

Furtherm ore som e  program s are tied not to population, but to e co n o m ic  conditions 
or other variables.

Fo r  exam ple if growth in em ploym ent opportunities is limited then 
the dem and  for jo b  training and other serv ices c c u ld  increase  
in spite o f no growth in the population.

part 3. What has been recent public expenditure experience of Alaska.

C o n s id e r  com b ine d  state and local governm ent outlays from ow n so u rce s  
(Everyth ing  ex ce p t federal grants and Perm anent F u n d  D iv idend)

R e a l P e r  Cap ita  Expend itures have been falling s in ce  the mid 80's (G ra p h  1)

C o n s id e r co m b in ed  state and local governm ent outlays including federal grants.

R e a l P e r  Cap ita  Expenditures com pared  to the U S  average have been 
falling s in ce  the early 80's and are now  at the com parative level o f the 
mid 60's (G ra p h  2)

So u rce : U S  Departm ent of C o m m e rce

part 4. What is the link between state income and public spending?

Fo r the U S  there is a positive relationship between in com e and pub lic spending. 
Th a t is, w hen personal incom e in a  state in cre a se s-in d e p e n d e n t of population and 
the price  le v e l-p u b lic  spending  in cre ase s  by about the sam e percentage.
T h is  su gg ests  that as  a state gets richer, its citizens ch o o s e  to a llocate a portion 
o f the new  wealth to pub lic spending  (G ra p h  3.).
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A l a s k a  S t a t e  L e g i s l a t u r e

Please enter into the record my testimony to the House Judiciary
c o m m itte e  n am e

Committee on SJR 23 dated, February 6 ,2002
bill # / su b je c t

I support the idea of a constitutional limit on State spending. However I do not believe the proposed 
$3.1 billion limit is realistic given the state population and ability to pay for a government of this size. 
Current proposed spending cost every man, woman, and child in this state over $12,000. For a 
family of 4 that’s over $48,000! We need to think about this number for a minute and ask ourselves, 
“am I getting my money’s worth from the government services provided”? Most Alaskan voters will 
say NO!

Some officials have suggested taxes as a means to support a government of this size. This might be 
a temporary solution to the budget problem, but will not even come close in the near future. There 
are simply not enough employed citizens in the entire state to shoulder revenues lost as oil 
production declines.

At current budget levels each working person in Alaska would need to pay over $26,000 to fund State 
government once oil revenues are gone. I know there are Federal dollars coming into the State as 
“revenue”, but where does this money come from. A lot will come from the same few taxpayers! In 
the future, how many working people will be able to afford living here with that much tax burden?

Please seriously consider eliminating all spending bills not mandated by the Alaska State 
Constitution, and fully funding those that are. Once we get to this point, we will all know what the 
budget cap should be. Until then, let’s make the necessary cuts needed while we still have income 
available to fund future essential government services.

Please vote NO on SJR 23 in its current form.

Thank you.

Signed: Mike McBride________________________________________________________________
T e s tif ie r

S e lf___________________________________________________________________________________________________
R e p re se n tin g  (o p tio n a l)

P O  B o x  6  K e n a i, A la sk a  9 9 6 1 1 -0 0 0 6 _______________________________________________________________
A d d re ss

 (907) 776:54.44____________________________________________________________________
Phone number



SEN A TO R  DAVE D O N LEY 'S  
H O U SE JU D IC IA R Y  C O M M IT T E E  
S JR  23 & S JR  24 PR E SE N T A T IO N  

O C T O B E R  19, 2001

(SLID E 1)

S e n a t o r  D a v e  D o n l e y
C o - C h a i r  S e n a t e  F i n a n c e  C o m m i t t e e

SJR 23 
R e fo rm ing the 
C o n s titu t io n a l 
S pend ing L im it

SJR 24 
R es to r in g the 

O rig in a l In ten t o f 
th e 1990 CBR 
Am endm en t

M OST ALASKANS AGREE THAT DEVELOPM ENT OF A LONG-RANGE FISCAL PLAN 

IS ONE OF THE GREATEST CHALLENGES FACING OUR STATE.

( S L I D E  2)
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CBRF: The View from Here

A VERY SURPRISING FACT TO M OST ALASKANS IS THAT OVER THE PAST FIVE 

YEARS, THE CONSTITUTIONAL BUDGET RESERVE, INCLUDING THE PCE 

ENDOWMENT, ACTUALLY INCREASED TO OVER $3 BILLION IN JUNE.

(SLIDE 3)



Why We Had More in the CBRF in FY 2000 
than We Forecast in 1995

5 3 .5 0 0 .0

5 3 .0 0 0 .0

5 2 .5 0 0 .0

£ 5 2 ,0 0 0 .0  2
1  5 1 ,5 0 0 .0

5 1 .0 0 0 .0  

S 5 0 0 .0

$0.0

□ Higher Oil Revenue

□ Greater Earnings on CBRF

5253.1 Aclual Budget 
Culs

5458.8 Elimination of 
Projected Budget

gLower General Fund Spending 

□ More Settlements Into CBRF

(SLIDE 4)

C B R F :  i r r p a c t o f  I V f in o r i ty  
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THE SENATE M A JO RITY  B E L IE V E S  T H A T  B E F O R E  C O N SID E R IN G  M A JO R  N EW  

TA X ES ON A LA SK A N S, G O V E R N M E N T  SH O U LD  F IR S T  BE AS W E L L  RUN AS 

PO SSIB LE.

THE BASIS OF GOV ERN M EN T IN 'M E R IC A  IS OUR CONSTITUTIONS. WHEN WE 

START TO CREATE A  N EW  FINANCIAL PLAN WE NEED TO LOOK AND MAKE 

SURE THAT OUR STATE CONSTITUTION IS FUNCTIONING PROPERLY.

IT ’S CLEAR THAT THERE ARE TW O PARTS OF OUR STATE CONSTITUTION THAT 

DEAL WITH FISCAL PO LIC Y  THAT ARE NOT FUNCTIONING PROPERLY. THEY 

ARE THE EXISTING CONSTITUTIONAL APPROPRIATION LIM IT AND THE 

EXISTING CONSTITUTIONAL BUDGET RESERVE PROVISION.

4

(SLID E 5)
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SJR 23 
Reforming the Constitutional 

Spending Limit

•  T h e  c u r r e n t  c o n s t i t u t i o n a l  a p p r o p r i a t i o n  

l i m i t  i s  n o t  w o r k i n g

•  T h e  l a n g u a g e  i s  m i s l e a d i n g

•  T h e  l a n g u a g e  i s  u n c l e a r

•  T h e  l i m i t  h a s  g r o w n  t o o  l a r g e

ONE THING W AS CLEAR FROM THE OVERW HELM ING REJECTION IN SEPTEM BER 

1999 OF THE LA ST FISCAL PLAN P R O P O SA L .. .  .

ALASKANS DO N O T WANT TO GIVE GOVERNM ENT A BLANK CHECK.

TO BE ACCEPTABLE TO THE M AJORITY OF ALASKANS, ANY NEW  PLAN M UST 

START WITH REASONABLE LIMITS ON GOVERNM ENT SPENDING.

THE FIRST STEP TO THE SENATE FINANCE CO M M ITTEE’S FISCAL PLAN IS 

EXACTLY T H A T . . . .

TO LIM IT THE EXPANSION OF GOVERNM ENT SPENDING THROUGH THE 

ADOPTION OF SENATE JOINT RESOLUTION 23 REVISING THE EXISTING 

CONSTITUTIONAL APPROPRIATION LIMIT.

T A L K  A BO U T S L ID E  5 (SLID E 6)
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The Current Spending Limit vs Recent Appropriations

THE EXISTING CONSTITUTIONAL APPROPRIATION LIM IT WAS ADOPTED BY THE 

VOTERS IN 1982. THIS PROVISION CURRENTLY LIMITS GOVERNM ENT SPENDING 

TO ABOUT $6 BILLION; HOW EVER, WE ONLY CURRENTLY SPEND ABOUT $3 

BILLION. THE ENORMOUS SIZE OF THE CURRENT APPROPRIATION LIM IT 

OCCURRED BECAUSE THE CONSTITUTIONAL PROVISION HAS A BUILT-IN 

ESCALATOR CLAUSE FOR INFLATION AND POPULATION. TO CORRECT THIS,

THE PROPOSED COM M ITTEE SUBSTITUTE PROPOSES TO BASE ANY ALLOW ABLE 

INCREASES ON PREVIOUS Y EA R’S BUDGETS AND TO LIM IT THOSE INCREASES 

TO ONLY 2 PERCENT. SJR 23 ALSO CLARIFIES W HAT IS AND IS NOT INCLUDED IN 

THE APPROPRIATION LIM IT.
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Projected Appropriation Limits under SJR 23

3 . 5 0 0 . 0

3 . 4 0 0 . 0

3 . 3 0 0 . 0

3 . 2 0 0 . 0

3 . 1 0 0 . 0  -  

3 , 0 0 0 . 0  .

2 . 9 0 0 . 0  -

F Y 0 0  F Y 0 1 F Y 0 2  F Y 0 3 *  F Y 0 4  F Y 0 5  F Y 0 6

B  - A u t h o r i z e d 3 , 0 4 0 . 0  3 , 2 5 0 . 9  3 , 1 7 3 . 0  3 , 2 3 7 . 1

S J R 2 3  L im  It S e c  ( a ; 3 , 3 0 0 . 5  3 , 3 0 6 . 0  3 , 4 3 2 . 0

S J R 2 3  Lint  II S e e  ( b ) 3 , 3 0 4 . 0  3 , 4 3 1 . 3  3 , 4 9 0 . 6

*FY03 Auttofized budget cUimatod at 2% Increase over FY02.

Sec (a) aSowi for up to a 4% increase over me amount appropriated 2 yean prior.
Sec (b) states an additional 2% may be appropriated w*h a two-thirds vote of both houses.

Not Included In SJR23 Limit: Permanent Fund dividends, G.O. & revenue bond proceeds, reappropiiat'onj. duplcated fundi, and 
fundi from ncn-SUte sources.

Al numfcan taken from I/O Fiscd Sunmariaa in Summary of Approprvatwm

IN REVISING THE EXISTING CONSTITUTIONAL APPROPRIATION LIMIT, WE ARE 

LEARNING FROM  THE MISTAKES OF THE PAST. WE RECOGNIZE. HOW EVER, 

TFIAT CIRCUM STANCES CHANGE. T H A T’S W HY THE PROPOSED COM M ITTEE 

SUBSTITUTE FOR SJR 23 CONTAINS A SPECIAL PROVISION TO HAVE VOTERS 

REVIEW  IT AGAIN IN 4 YEARS AND THEN EVERY 6 YEARS THEREAFTER. IF IT IS 

NOT FUNCTIONING CORRECTLY, IF PEOPLE W ANT TO SPEND M ORE THAN THE 

LIM IT ALLOW S, OR IF WE SOLVE THE FISCAL CRISIS, ALASKANS CAN VOTE IT 

OUT OF THE CONSTITUTION.

(SLID E 8)
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S J R  2 4

R e s t o r i n g  t h e  O r i g i n a l  I n t e n t  o f  

t h e  1 9 9 0  G B R  A m e n d m e n t

• T h e  C B R  i s  f u n c t i o n i n g  w e l l  a s  a  f i s c a l  s h o c k  
a b s o r b e r ,  b u t  i s  n o t  w o r k i n g  a s  i n t e n d e d  t o  
c o n t r o l  s p e n d i n g

• S m a l l  g r o u p s  o f  l e g i s l a t o r s  c a n  f o r c e  i n c r e a s e d  
s p e n d i n g  b y  w i t h h o l d i n g  C B R  v o t e s

• L a s t  y e a r  t h i s  b u d g e t  b l a c k m a i l  i n c r e a s e d  
s p e n d i n g  b y  a b o u t  $ 1 5 0  m i l l io n

• W h a t  will t h i s  c o s t  g r o w  t o  in  f u t u r e  y e a r s ?

THE CONSTITUTIONAL BUDGET RESERVE LANGUAGE OF THE CONSTITUTION IS 

W ORKING WELL AS A FISCAL SHOCK ABSORBER, BUT IT IS N O T W ORKING AS 

INTENDED TO CONTROL SPENDING.

THE CONSTITUTIONAL BUDGET RESERVE (CBR) WAS ESTABLISHED IN 1990, AND 

HAS BEEN USED TO HELP FILL THE GAP BETW EEN STATE REVENUES AND 

EXPENDITURES. W HEN THE CBR WAS CREATED, THE ORIGINAL INTENT WAS 

THAT FUNDS COULD BE W ITHDRAW N WITH A SIMPLE M AJORITY VOTE TO HELP 

COVER A BUDGET DEFICIT AS LONG AS CURRENT SPENDING DID NOT EXCEED 

THE PREVIOUS YEAR’S SPENDING, BUT A THREE-QUARTERS VOTE OF THE 

LEGISLATURE WOULD BE NECESSARY TO W ITHDRAW  A N Y  FUNDS IN EXCESS 

OF THE PREVIOUS Y EA R’S SPENDING.
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IN 1994, THE ALASKA SUPREME COURT M ISINTERPRETED THIS PROVISION TO 

REQUIRE A 3/ 4 VOTE TO W ITHDRAW  A N Y  FUNDS FROM THE CBR. THIS CREATES 

A SITUATION IN W HICH A SMALL GROUP OF LEGISLATORS CAN “BLA CK M AIL” 

THE M AJORITY AND HOLD THE BUDGET. THESE LEGISLATORS CAN TRADE 

THEIR VOTES, W HICH ARE CRUCIAL TO W ITHDRAW  CBR FUNDS AND BALANCE 

THE STA TE’S BUDGET, IN EXCHANGE FO R ADDITIONAL SPENDING.

W E  E S T IM A T E  T H E  C O ST TH IS Y E A R  T O  A CCESS T H E  C B R  W IT H  A 3/4 

M A JO R IT Y  V O T E  T O  BA LA N CE T H E  B U D G ET W AS N EA R LY  $150 M IL L IO N .

SENATE JOINT RESOLUTION 24 CORRECTS THIS BIZARRE IM BALANCE OF 

SPENDING PO W ER BY PROPOSING A CONSTITUTIONAL AM ENDM ENT THAT 

MAKES IT CLEAR A 3/4 VOTE IS N O T NECESSARY W HEN SPENDING DOES NOT 

EXCEED THE PREVIOUS YEAR’S .

IF THIS RESOLUTION PASSES, THE AM ENDM ENT WILL BE PLACED ON THE NEXT 

STATE GENERAL ELECTION BALLOT IN FALL 2002 FOR APPROVAL BY THE 

PEOPLE OF ALASKA.

(SLID E 9)
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S J R  2 3  R e f o r m i n g  t h e  

C o n s t i t u t i o n a l  S p e n d i n g  L i m i t

S J R  2 4

R e s t o r i n g  t h e  O r i g i n a l  I n t e n t  

o f  t h e  1 9 9 0  C B R  A m e n d m e n t

ONCE AGAIN, WE DO NOT CONTEND THAT THESE TW O CONSTITUTIONAL 

AMENDMENTS ALONE CONSTITUTE A COMPLETE PLAN, BUT THESE PROPOSALS 

ARE IN PLACE TO PASS NEXT YEAR AND THEY ARE AN EXCELLENT AND 

NECESSARY FIRST STEP FOR ANY COM PREHENSIVE NEW  PLAN TO BE 

ACCEPTABLE TO THE M AJORITY OF ALASKANS.



Senato r  D ave D o n le y
A L A S K A  S T A T E  L E G I S L A T U R E
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D A T E : S e p te m b e r 2 8 , 2001

T O : R ep re se n ta tiv e  N o rm  R o k eb e rg , C h a ir
H o u se  Ju d ic ia ry  C o m m itte e  
R e p re se n ta tiv e  S c o tt O g an , V ice  C h a ir  
R ep re se n ta tiv e  Jo h n  C o g h ill 
R e p re se n ta tiv e  Je a n n e tte  Ja m e s  
R e p re se n ta tiv e  K e v in  M e y er 
R ep re se n ta tiv e  E th a n  B erk o w itz  
R e p re se n ta tiv e  A1 K o o k e sh

F R O M : S e n a to r  D a v e  D o n le y

R E : O c to b e r  19 C o m m itte e  M e e tin g  on  S JR  23 and  S JR  2 4

T h an k  y o u  fo r sc h e d u lin g  a h e a rin g  on  S JR  23 and  S JR  24 on  O c to b e r  19. I a sk  th a t y ou  
c o n s id e r  a d o p tin g  the  a ttac h ed  b la n k  c o m m itte e  su b s titu te  to S JR  23 in p la c e  o f  th e  e x is tin g  
v ers io n  [C S S JR  23 (F IN ) am ].

T h e  m a jo r  c h a n g e  m a d e  in the  d ra ft C S is tha t ra th e r  th a n  b a s in g  the  sp e n d in g  lim it on  an  index  
o r  c o m b in a tio n  o f  in d ice s  it is b ased  u p on  ac tua l a p p ro p ria tio n s  fo r th e  fisca l y e a r  2 y ea rs  p rio r. 
F o r e x a m p le , th e  sp e n d in g  lim it fo r  the  F Y  03 b u d g et w o u ld  b e  b ased  u p o n  a c tu a l a p p ro p ria tio n s  
m ad e  fo r FY  01 . T h is  p ro v id e s  a m o re  a cc u ra te  b as is  u pon  w h ic h  to  fu n d  g o v e rn m e n t se rv ic e s  
and  a llo w s  b u d g e tin g  e n titie s  to k n o w  w ith  c e rta in ty  the  ran g e  o f  fu n d s  a v a ila b le  so  th e y  can  
m o re  e a s ily  p r io r itiz e  th e ir  need s.

T h e  o th e r  c h a n g e  m a d e  in the  d ra ft C S  is lan g u ag e  tha t e x c lu d e s  re a p p ro p ria tio n s  and  tra n s fe rs  
o f  funds w ith in  a p p ro p ria tio n s  (e .g . in te ra g e n c y  rec e ip ts )  from  th e  lim it. T h is  in su re s  th a t 
a p p ro p ria tio n s  a re  n o t " d o u b le -c o u n te d ” in d e te rm in in g  th e  s p e n d in g  lim it.

B oth  th e se  c h a n g e s  w e re  re c o m m e n d e d  by, and  d ra f te d  in c o n su lta tio n  w ith , the  L e g is la tiv e  
F in an c e  d iv is io n  th is  su m m e r.

1 look  fo rw a rd  to d is c u s s in g  th is  p ro p o sa l in  m o re  d e ta il at the  O c to b e r  19 m e e tin g .

C o -C h a ir : S en ate  F inance  C o m m ittee  
V ice-Chair: Senate Judiciary Com m ittee 

M ember: Legislative Budget and Audit Com m ittee • Legislative Council

January-M ay: STATE C A PITO L • JU N EA U . AK • 99801 • (907) 465-3892 • FAX: (907) 465-6595 
June-December: 716 West Fourth Avenue • Suite 400 • ANCHORAGE. AK • 99501 • (907) 269-0234 • FAX. (907) 269-0238

Email: Scnator_Davc_Donley@legis.state.ak.us 
www.akrepublicans.org/Donley.litm • www.legis.state.ak.us/senate/donley/iilm
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