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June 21, 2004

The Honorable Gene Therriault
President of the Senate

Alaska State Legislature

State Capitol, Room 111
Juneau, AK 99801-1182

Dear President Therriault:

Under the authority of article Ill, section 18, of the Alaska Constitution, |
am transmitting a resolution relating to an appropriation or “spending” limit.
This resolution gives voters the chance to directly voice their opinion on a
spending limit at the ballot box. A spending limitis an integral part of the
transition to a long-range fiscal plan for Alaska.

| have used as a model for this resolution the final Senate version of
House Joint Resolution 9 (HJR 9), which was rejected by the Senate during the
last regular session of the Legislature (SCS CS HJR 9(FIN)(fld S)). This joint
resolution differs from SCS CS HJR 9(FIN)(fid S% in that it contains some
technical changes that were recommended by the Department of Law. In the
list of appropriations excluded from the appropriation limit, references to “state
lease debt” have been changed to “capital leases™ to more accurately reflect the
description of these obligations in governmental accounting. Other technical
language changes were made to more clearly provide that the “excluded”
appropriations are to be excluded from the appropriation limit itself as well as
from calculation of the appropriation limit.

The resolution presents thefublic with the opportunity to approve a
spending limit with “teeth” in it. Ifapproved by the Legislature and passed by
the voters, it will control government spending. A leaner and more efficient

state government will be produced. Passage of the resolution sends the signal
the Legislature has heard the public’s message and will allow Alaskans to vote

on the iIssue.
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| urge your prompt and favorable action on this resolution.

Sincerely yours,

rank H. Murkowski
Governor

Enclosure
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June 21, 2004

The Honorable Pete Kott
Speaker of the House

Alaska State Legislature
State Capitol, Room 208
Juneau, AK99801-1182

Dear Speaker Kott:

Under the authority of article I, section 18, of the Alaska Constitution, I am
transmitting a resolution relating to an appropr_latlon or “spending” limit. This
resolution gives voters the chance to directly voice their OP”"OU on a spending limit at
the ballot box. A spending limitis an integral part ofthe transition to a long-range

fiscal plan for Alaska.

~ The model for this resolution is the version of Committee Substitute House
Joint Resolution 9 (CSHJR 9) as it passed the House in the regular session (CS HIR
9(FIN) am). There are some technical changes, which were recommended by the
Department of Law. S emﬂcallgl, in the list of appropriations excluded from the
appropriation limit, references to “state lease debt” have been changed to “capital
leases”.to more accurately reflect the description ofthese obligations in governmental
accounting. Other technical changes were made to more clearly provide that the
"excluded aploroprlatlons are to be excluded from the appropriation limit itself as well
as from calculation of the appropriation limit.

~Theresolution presents the public with the opportunity to approve a spending
limit with enough “teeth”in it to be effective. If approved by the Legislature and
?assed by the voters, it will prevent government spending from growing too large, too
ast. Alaskans want spendln? controlled to produce a leaner, more efficient, effective
state government. Passage of the resolution sends the signal the Legislature has
heard the message and will allow Alaskans to vote on the issue.

| urge your prompt and favorable action on this resolution.
Sincerely yours

JPictnk H. Murkowski
Governor

Enclosure
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FISCAL NOTE

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title Constitutional amendment relating
to spending limits.

Sponsor Rules

Requester Governor

Expenditures/Revenues

Fiscal Note Number: 1
Bill Version: HJR 103
(H) Publish Dale: 6/22/04

Dept. Affected: Gov

_RDU Elections
"Component Elections

Component No. yal

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2005
Personal Services
Travel
Contractual 15
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 1.5
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) i
FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF 15
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 15

Estimate of any current year (FY2004) cost:

FY 2006

FY 2007 FY 2008 FY 2009

0.0 0.0 ocC 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0

0.0

Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

FY 2010

0.0

0.0

This figure includes the cost of providing information about this issue in the Official Election Pamphlet, as
required by AS 15.58. If this measure requires the printing of an 8-1/2 by 18 inch ballot, the cost will

increase by $22.0.

Prepared by:  Lauri Allred

Phone 465-5347

Date/Time 6/7/04 2:46 PM

Date 6/7/2004

Division Division of Elections
Approved by: Laura A. Glaiser, Director
Agency Office of the Lt Governor, Division of Elections

(R 122130
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Spending Limit- Proposal to the House
Based on CSHJR 9 (FIN) am

Sectional Analysis

Section 1. Article IX, Appropriation Limit o _ _
Repeals and replaces the eX|st|n%A propriation Limit in Article IX, Section 16
the

of the Alaska Constitution with ollowing:

(@  Establishes a moving three-year average as the base for the
application of the limit. The intent is to smooth out year-to-year
variations to provide a more predictable limit for long-range planning.

The base is tied to actual appropriations, which are generally available
two years prior to the fiscal year being considered. Thus the moving
average is based on the earliest three of the previous four fiscal years.
Each year’s limitis computed separately from the previous year limit.

él) The rate of allowable annual change in the limit is _
etermined by adding the two variables (inflation plus population
growth) multiplied by 0.75.

Establishes the average of the Anchorage Consumer
Price Index (CPI) as one of the variables for determining the
annual change In the spending. Like the base, the CPl used
IS a three-year average derived from the calendar years
corresponding to the fiscal years upon which the base is
determined.

(B) Sets the second variable in calculating the change in
the spending limit as the average rate of annual population
change for the same calendar years as the CPI variable.

(2)  Further restricts the rate of allowable change in the limit to
be _ndot more than annual growth in personal incomes of state
residents.

()  Provides that the Legislature will implement by law the limit’s
calculation stipulated in (a).

€  Allows the limit to be exceeded by:
m Up to two percent through an affirmative vote of two thirds of
the members of each house of the legislature; and
m Up to four percent with a three-fourths vote.

Office of Management and Budget Page 1
June 23, 2004



(d)  Allows certain appropriations to remain exempt from the base limit
calculation:

1) appropriations to the Permanent Fund

2) appropriations of Permanent Fund dividends

3) appropriations for a natural disaster declared by the Governor

§4g duplicated expenditures _ o
5) GO and revenue bond proceeds and capital lease Financing
proceeds

(6) GO and revenue bond debt service and capital lease Finance
obligations
7) federal funds

8) reappropriations _
9) reimbursable services agreements and interagency transfers

10) monies held in trust

11)University of Alaska tuition receipts

12)gifts, grants, bequests or contracts

13)deposits to the CBR'and reverse sweep of GF accounts
14)dedicated funds

(6  Excludes from the limit’s calculation the amount by which the
limit was overridden by a supe_rmaiorlty of the legislature as
provided in Section 1, Subsection 2 (c) above.

Section 2. Amends Article XV. Schedule of Transitional Measures.
(@)  SpeciFies that the constitutional limit First applies to FY 2006
appropriations and establishes artificial base year limits of $3.3 billion in
FY 04 and $3.4 billion in FY 05 to feed into the 3 year average for
purposes of calculating the FY 06 appropriation limit.

(b)  Sets alJuly 1, 2009 sunset date for the amendment.

Section 3.
Provides for the amendment to go before voters in the 2004 general election.

Office of Management and Budget Page 2
June 23, 2004



Spending Limit- Proposal to the Senate
Based on SCS CSHJR 9 (FIN) (fid S)

Sectional Analysis

Section 1. Article IX, Appropriation Limit _ _
Repeals and replaces the existing Appropriation Limit in Article IX, Section 16

of the Alaska Constitution with the following:

(@  Establishes a moving three-year average as the base for the
application of the limit. The intent is to smooth out year-to-year
variations to provide a more predictable limit for long-range planning.

The base is tied to actual appropriations, which are generally available
two years prior to the fiscal year being considered. Thus the moving
average is based on the earliest three of the previous four fiscal years.
Each year’s limit is computed separately from the previous year limit.

él) The rate of allowable annual change in the limit is
etermined by adding the two variables (inflation plus population
growth) multiplied by 0.75.

Establishes the average of the Anchorage Consumer
Price Index (CPl) as one of the variables for determining the
annual change in the spending. Like the base, the CPI used
is a three-year average derived from the calendar years
corresponding to the fiscal years upon which the base is
determined.

(B) Sets the second variable in calculating the change in
the spending limit as the average rate ofannual population
change for the same calendar years as the CPI variable.

(2)  Further restricts the rate of allowable change in the limit to
be not more than annual growth in personal incomes of state

residents.

()  Provides that the Legi_slature will implement by law the limit’s
calculation stipulated in (a).

Provides a "no ratchet-down”clause that stipulates if the calculated
appropriation limit is less than the previous years' appropriation
level, the default limit will be the previous year's appropriation level.

Office of Management and Budget Page 1
June 23,2004
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(c)  Allows the limit to be exceeded by: _
0 Up to two percent through an affirmative vote of twothirds of

the members of each house of the legislature; and
» Up to four percent with a three-fourths vote.

(d)  Allows certain appropriations to remain exempt from the base limit
calculation:
1) appropriations to the Permanent Fund

appropriations of Permanent Fund dividends

appropriations for a natural disaster declared by the Governor

2

3

4) duplicated expenditures _ o
5) GO and revenue bhond proceeds and capital lease financing

proceeds _ _ _
(6) GO and revenue bond debt service and capital leasefinance

obligations
7§ federal funds

8) reappropriations _
9) reimbursable services agreements and interagency transfers

10) monies held in trust _ _
L1)University of Alaska tuition receipts, fees, contract receipts, or

other non-General Fund sources
12;g|fts, grants, bequests or contracts
13)deposits to the CBR and reverse sweep of GF accounts
1

(14)dedicated funds

6)  Excludes from the limit’s calculation the am ount_b?/ which the
limit was overridden by a supermajority of the legislature as
provided in Section 1, Subsection 2 (c) above.

Section 2. Amends Article XV. Schedule of Transitional Measures.
(@  Specifies that the constitutional limit first applies to FY 2006
appropriations and establishes artificial base year limits of $3.15 billion
in FY 04 and $3.25 billion in FY 05 to feed into the 3 year average for

purposes of calculating the FY 06 appropriation limit.

(b)  SetsaJuly 1,2009 sunset date for the amendment.

Section 3.
Provides for the amendment to go before voters in the 2004 general election.

Office of Management and Budget Page 2
June 23, 2004
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Variables:

Inflation
Population

CS HJR p (FIN) am
(as passed by House)
annual growth
annual % change

(as amended by Son Fin)
annual growth
annual % change

FYO6 FYO7

3.0%
10%
4.0%

9.0%
FY02
3,297

9.0%
FYO02
3,143

FYO8 FYO09

FY03
3213

FY03
3,046

Spending Limit Comparison

(As passed by House and amended by Sen Fin)

(Sunsets)

FYO4 FYOS FY03 FYO7 FEY08 FY09  FY10
3300 3400 3564 3602 3729 3839 3959

038, 164 37 128 110 10
62\ 105% 354% 294% 3.12%

FY04 FYO05 p 06 FYO7 FY08 FY09 FY10
3150 3.250 %’\/393 3432 3558 3{3&1 3,773
28611 m 9 1% 112
389\ A 114% 368% 288% 3.06%

FYll FY12 FY13  FYl4 FY15
4058 4188 4308 4435 4561
10 1B 1 127 1w
252% 320% 285% 294% 286%

FYll FY12 FY13_ FY14 FY15
3870 3994 4107 41%8 4,349
g7 124 113 2
258% 320% 283% 295% 287%

FY16
4,698

137
3.00%

FY16
4,479
130
2.99%

FYl7 FY18
4834 4976
1% 142
28% 2.93%
FYl7  FY18
4608 4,744
129 135

2.88%  2.94%

FY19
5121
145

291%

FY19
4,882
138

2.92%

|
FY05 Conference Committee numbers after exemptions. The difference (S362 o 1389? Is lo allowfor all circumstances Ihal m3y arise in Ihe FYCS

final budget and for expected growth such as PERS/TRS &medicaid in the next sever

FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19

r [ ¥ r

Legislative Financ lended by OMB

al years.

-m-As Passed by Hse
- As Amd by Sen Fin
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1
2
3
4
5
6
7
8
9

10
1
12
13
14
15
16
17
18
19
20
21
22
23

AMENDMENT ~

OFFERED IN THE HOUSE
TO: HJR 103

Page 1, lines 9 - 10:
Delete "the lesser of
(1) seventy-five percent of'

Page. 1, line 11
Delete "(A)"
Insert "(1)"

Page 1, line 14:
Delete "(B)"
Insert "(2)"

Page 2, line L.
Delete " or"
Insert"."

Page 2, lines 2 - 4:
Delete all material.

Page 3, line 16:
Delete
Insert

23-GH2167VA.2
Cook
6/22/04

| ft

BY REPRESENTATIVE GARA



Crara. ~ (fvm.be.rtj
23-GH2167\A.2

Page 3, following line 16: | ®
Insert a new paragraph to read:
"(15) that portion of an appropriation for elementary or secondary
public school operations that exceeds the amount appropriated for the immediately
preceding fiscal year for elementary or secondary public school operations.”

<K

Anflafi'ou  kte  cavsed 'IJ.vecal™** fvv]ty
m bj $SDwillnxi utth I Hit's year*
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Cook
6/22/04
AMENDMENT
OFFERED IN THE HOUSE BY REPRESENTATIVE MCGUIRE
TOI HJR 103

Pag0l»Hnol:
Delete

Insert "an amendment"

Delete all material and insert:
"Section 16. Appropriation Limit. Appropriations for a fiscal year shall not

exceed the amount available for appropriation during that fiscal year. The following

1
2
3
4
5 Page |, line 6, through page 3, line 29
6
7
8
9 axe excluded from this section;

10 (1) amounts in or transferred from the permanent fund that arc
il available for appropriation or are appropriated; and

12 (2) amounts Inthe budget reserve fund or appropriated from the fund
13 under Section 17 ofthis article."

14

15 rago 3, lino 30:

16 Delete "amendments'l

17 Insert "amendment”
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WORK.DRAFT WORK DRAFT WORK DRAFT
23-L.S2032\A

Cook

6/17/04

HOUSE JOINT RESOLUTION NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-THIRD LEGISLATURE - FIRST SPECIAL SESSION

BY REPRESENTATIVE BERKOWITZ j

Introduced:
Referred:

A RESOLUTION

Proposing an amendment to the Constitution of the State of Alaska relating to an
appropriation limit.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Article IX, sec. 16, Constitution of the State of Alaska, is repealed and

readopted to read:
Section 16. Appropriation Limit. General fund appropriations by the

legislature shall not exceed anticipated revenue.
* Sec. 2. The amendment proposed by this resolution shall be placed before the voters of

the state at the next general election in conformity with art. XIII, sec. 1, Constitution of the

State of Alaska, and the election laws of the state.

£f /1
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