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The a d o p tio n  o f  a n  e ffe c tiv e , re a so n a b le  c o n s titu tio n a l s p e n d in g  lim it  is  a n  in te g ra l 
s te p  in  th e  d e v e lo p m e n t o f  a n y  e ffe c tiv e  lo n g -ra n g e  fis c a l p la n  fo r  th e  s ta te . S e na te  
J o in t R e s o lu tio n  3  (S JR  3 )  w o u ld  a m e n d  A rtic le  IX , s e c  1 6  o f  A la s k a 's  C o n s titu tio n  b y  
lo w e rin g  th e  e x is tin g  a p p ro p ria tio n  lim it  to  ^ a tte r  re fle c t A la s k a ’s  c u rre n t re ve n u e  
p ic tu re . P assage o f  SJR 3  w o u ld  e n su re  a  lim 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 r th e r  re a s o n a b ly  re d u c e  n o n -e s s e n tia l s ta te  s p e n d in g .

The e x is tin g  c o n s titu tio n a l a p p ro p ria tio n  lim it, a d o p te d  b y  v o te rs  in  1 9 8 1 , h a s  n o t 
w o rk e d  a s  a n tic ip a te d  a n d  h a s  n e v e r bee n  e ffe c tiv e  in  re s tra in in g  s ta te  sp e n d in g . A  
p rim a ry  re a so n  fo r  its  fa ilu re  is  th a t th e  s ta rtin g  a m o u n t o f  $ 2 .5  b illio n  w a s to o  h ig h  
a n d  its  e s c a la to r fa c to r b a se d  on  p o p u la tio n  a n d  in fla tio n  w a s to o  lib e ra l. In  fa c t, 
g iv e n  th e  in c re a s e s  in  in fla tio n  a n d  p o p u la tio n  o v e r th e  la s t 1 9  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 s e d  b y  A rtic le  IX , S e c tio n  1 6  is  o v e r $ 6  b illio n . T h a t is  a b o u t $ 3  
b illio n  m o re  th a n  g e n e ra l fu n d  s p e n d in g  in  F is c a l Y e a r2 0 0 2 . SJR 3  m o re  a c c u ra te ly  
re fle c ts  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.

The a p p ro p ria tio n  lim it  p ro p o s e d  b y  th is  re s o lu tio n  is  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 ria te d  fro m  tw o  y e a rs  p r io r  a n d  w o u ld  a llo w  fo r  u p  to  a  2 %  in c re a s e  
p e r y e a r (4 %  to ta l)  u p o n  a  s im p le  m a jo r ity  vo 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 rin 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  hou ses. Y e t a n o th e r 2 %  m a y  b e  a p p ro p ria te d  b rin g in g  th e  to ta l a llo w a b le  
in c re a s e  to  8 % . T h is la s t 2 %  in c re a s e  w o u ld  re q u ire  a  th re e ■ fo u rth s  v o te  o f  b o th  
houses. The n e x t y e a r's  a p p ro p ria tio n  lim it  w o u ld  b e  b a se d  o n  th e  p o rtio n  o f  th e  
b u d g e t p a sse d  w ith  a  s im p le  m a jo rity  vo te . I f ,  fo r  e xa m p le , 6 %  m o re  w as  
a p p ro p ria te d  fo r  FY 08 th a n  FY  0 6 , th e  F Y 08 lim it  w o u ld  b e  b a se d  o n  th e  o r ig in a l 4 %  
in c re a s e  th a t p a sse d  w ith  a  s im p le  m a jo rity , 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 xcee ds th e  lim it, th e  g o v e rn o r s h a ll re 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 rin 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 titu tio n a l lim it.
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The e x is tin g  p ro v is io n  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 ria te d  fo r  c a p ita l 
e x p e n d itu re s  is  a ls o  re m o v e d  in  SJR 3 . O ve r th e  y e a rs , s e v e ra l a tto rn e y  g e n e ra ! 
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 titu tio n a l lim it ;  th o s e  o p in io n s  
c o u n te r th e  p la in  E n g lis h  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. The re s o lu tio n  re m o ve s  th is  
a rb itra ry  a n d  s u p e rflu o u s  re q u ire m e n t.

SJR  3  s im p lifie s  a n d  c la r ifie s  e x a c tly  w h a t s p e n d in g  c o u n ts  to w a rd s  th e  a p p ro p ria tio n  
lim it, s o m e th in g  th a t is  n o t d e a r in  th e  e x is tin g  c o n s titu tio n a l la n g u a g e .

W ith o u t a  m e a n in g fu l c o n s titu 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 e n e ra l fu n d  e x p e n d itu re s , th e re  is  a b s o lu te ly  n o  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  re d u c e , sp e n d in g . T h is re s o lu tio n  w o u ld  lim it  s ta te  s p e n d in g  a n d  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 s u re  A la s k a 's  lo n g -te rm  fis c a l 
h e a lth .
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S e c tio n  1

(a ) R e w rite s  th e  e x is tin g  c o n s titu tio n a l s p e n d in g  lim it  fo rm u la . W ith  th e  
e x c e p tio n  o f  c e rta in  ty p e s  o f  a p p ro p ria tio n s  a n d  re a p p ro p ria tio n s , p ro v id e s  
th a t a p p ro p ria tio n s  m ade  fo r  a  F isca l y e a r s h 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 th e  a m o u n t a p p ro p ria te d  fo r  th e  fis c a l y e a r tw o  y e a rs  p re c e d in g  th e  
fis c a l y e a r fo r  w h ic h  th e  a p p ro p ria tio n s  a re  b e in g  m ade .

(b )  P e rm its  a n  a p p ro p ria tio n  th a t e xce e d s th e  lim it  u n d e r ( a ) to  b e  m ade  b y  
a ffirm 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  e a ch  h o u se , a n d  e s ta b lis h 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 )  P e rm its  a n  a p p ro p ria tio n  th a t e xce e d s th e  lim it  u n d e r (a )  a n d  (b )  to  b e  m ade  
b y  a ffirm a tiv e  v o te  o f  th re e -fo u rth s  o f  th e  m e m b e rs  o f  each  h o u se  a n d  
e s ta b lis h e s  a  lim it  o n  th e  a m o u n t o f  th e s e  ty p e s  o f  a p p ro p ria tio n s .

(d )  D ire c ts  th e  G o ve rn o r to  re d u ce  e x p e n d itu re s  to  th e  e x te n t n e ce ssa ry  to  
a v o id  s p e n d in g  m o re  th a n  m a y b e  a p p ro p ria te d  u n d e r (a ), ( b ) , a n d  (c ).

S e c tio n  2

A d d s  a  n e w  s e c tio n  to  th e  A la ska  C o n s titu tio n  th a t re q u ire s  a  "re c o n s id e ra tio n  
o f a p p ro p ria tio n  a n d  s p e n d in g  lim it"  c h o ic e  to  b e  in c lu d e d  o n  th e  b a llo t a t th e  
g e n e ra l e le c tio n  a n d  e v e ry  e ig h t y e a rs  th e re a fte r u n le s s  re je c te d .

S e c tio n  3

The p ro p o s e d  a m e n d m e n ts  w o u ld  b e  v o te d  o n  d u rin g  th e  2 0 0 4 g e n e ra l e le c tio n .
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E x i s t i n g  A l a s k a  C o n s t i t u t i o n
(To be repealed and replaced by SJR 3)

Section 9.16 - Appropriation Limit.

Except for appropriations for Alaska permanent fund dividends, appropriations of revenue 
bond proceeds, appropriations required to pay the principal and interest on general 
obligation bonds, and appropriations of 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 $2,500,000,000 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 appropriations 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 membership of the legislature over a veto or item veto, or becomes law 
without 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 maintenance 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 shall cause any unexpended and unappropriated balance 
to be invested so as to yield competitive market rates to the treasury.
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23-LS0296YHCook5/12/03C S  F O R  S E N A T E  J O I N T  R E S O L U T I O N  N O . 3( )IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  T W E N T Y -T H IR D  L E G IS L A T U R E  - F IR S T  S E S S IO NBYOffered:Referred:Sponsors): SENATOR DYSON

A  R E S O L U T I O NProposing an am endm ent to the Constitution o f the State o f A lask a  relating to an appropriation lim it and a spending lim it.
B E  IT  R E S O L V E D  B Y  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 :

* Section 1. Article IX , sec. 16, Constitution o f the State of Alaska, is repealed and readopted to read:Section 16. Appropriation and Spending L im it, (a) Appropriations made for a fiscal year shall not exceed the amount appropriated for the fiscal year two years preceding the fiscal year for which the appropriations are made by more than the percentage equal to one-half o f the product o f the annual percentage rate o f change in the Consumer Price Index for ali urban consumers for the Anchorage metropolitan area compiled by the Bureau of Labor Statistics, United States Department of Labor, for the calendar year preceding the beginning of the fiscal year for which the appropriations are made multiplied by one-fourth o f the annual percentage change in the statewide population as of July 1 o f that calendar year. This subsection does not apply to an appropriation(1) to the Alaska permanent fund;
-1-
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(2) of Alaska permanent fund income for payments of permanent fund dividends to State residents;(3) lo meet a state of disaster declared by the governor as prescribed bylaw; (4) for the Alaska Railronr1,(5) of State general obligation and revenue bond proceeds;(6) required to pay obligations under general obligation bonds, revenue bonds, and certificates of participation issued by the State;(7) of money received from the federal government;(8) of money for expenditure by a State agency to provide services to another State agency that has also received an appropriation o f the same money;(9) of money received by the University of Alaska;(10) of money received by the Alaska Vocational Technical Center; or(11) made under (b) of this section.(b) An appropriation that exceeds the limit under (a) of this section may be made for any public purpose upon affirmative vote of at least three-fourths o f the members of each house of the legislature. The total amount of appropriations under this subsection made for a fiscal year may not exceed two percent o f the amount appropriated for the fiscal year two years preceding the fiscal year for which the appropriations are made.(c) If appropriations for a fiscal year exceed the amount validly appropriated under (a) and (b) of this section, the governor shall reduce expenditures by the executive branch for its operation and administration to the extent necessary to avoid spending more than the amount validly appropriated under (a) and (b) of this section.* 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. X III, sec. 1, Constitution o f the State of Alaska, and the election laws of the state.
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S e c tio n  1

(a )  R e w rite s  th e  e x is tin g  c o n s titu tio n a l s p e n d in g  lim it  fo rm u la . W ith  th e  
e x c e p tio n  o f  c e rta in  ty p e s  o f  a p p ro p ria tio n s , p ro v id e s  th a t th e  a p p ro p ria tio n  
in c re a s e  m a d e  fo r  a  fis c a l y e a r s h a ll n o t e xce e d  V2 (a n n u a l p e rc e n ta g e  
ch a n g e  o f  C o nsum pe r p ric e  in d e x  (C P IU ) +  1A  a n n u a l p e rc e n ta g e  change  in  
p o p u la tio n ) o v e r th e  a m o u n t a p p ro p ria te d  fo r  th e  fis c a l y e a r tw o  y e a rs  
p re c e d in g  th e  fis c a l y e a r fo r  w h ic h  th e  a p p ro p ria tio n s  a re  b e in g  m ade.

A =  A -2 +  A -2 [  V2 (A C P IU  +  1A  A p )  ]

(A  =  a p p ro p ria tio n s , A.2 =  a p p ro p ria tio n s  tw o  y e a rs  a g o , A C P IU  =  
a n n u a l p e rc e n ta g e  ch a n g e  in  C o n su m e r P ric e  in d e x  fo r  u rb a n  co n su m e rs  
tw o  y e a rs  ago , a n d  AP  =  a n n u a l p e rc e n ta g e  ch a n g e  in  p o p u la tio n  tw o  
y e a rs  a g o )

(b )  P e rm its  a n  a p p ro p ria tio n  th a t e xce e d s th e  lim it  u n d e r (a )  to  b e  m ade b y  
a ffirm a tiv e  v o te  o f  th re e -fo rth s  o f  th e  m e m b e rs  o f  each  hou se , a n d  
e s ta b lis h e s  a  lim it  o n  th e  a m o u n t o f  th e s e  ty p e s  o f  a p p ro p ria tio n s .

(c )  D ire c ts  th e  G o ve rn o r to  re d u c e  e x p e n d itu re s  to  th e  e x te n t n e ce ssa ry  to  
a  v o id  sp e n d in g  m o re  th a n  m a y  b e  a p p ro p ria te d  u n d e r (a )  a n d  (b ). T h is is  
th e  '!s p e n d in g  lim it"  p o rtio n  o f  th e  b ill.

The p ro p o s e d  a m e n d m e n ts  w o u ld  b e  v o te d  o n  d u rin g  th e  2 0 0 4 g e n e ra l e le c tio n .

S e c t io n  2
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S p o n so r S ta te m e n t
" A  R e s o l u t i o n  P r o p o s i n g  a n  A p p r o p r i a t i o n  a n d  S p e n d i n g  L im it "

Updated: May 12, 2003
Contact: Senator Fred Dyson's office a t (907) 465-2199The adoption of an effective, reasonable constitutional spending limit is an integral step in the development o f any effective long-range fiscal plan for the state. Senate Joint Resolution 3 (SJR 3) would amend Article IX , sec 16 o f Alaska's Constitution by lowering the existing appropriation limit to better reflect Alaska's current revenue picture. Passage of SJR  3 would ensure a limit on the growth o f state government and force the state to further reasonably reduce non-essential state spending.The existing constitutional appropriation limit, adopted by voters in 1981, has not worked as anticipated and has n e v e r  been effective in restraining state spending. A primary reason for its failure is that the starting amount of $2,5 billion was loo high and its escalator 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 imposed by Article IX, Section 16 is over $6 billion. That is about $3 billion more than general fund spending in Fiscal Year 2002. SJR  3 more accurately reflects today's spending by amending the existing appropriation limit.The appropriation limit proposed by this resolution is tied to growth in the Consumer Price Index for Urban Consumers compiled by the U .S. Bureau of Labor Statistics and population growth by a simple formula.An increase beyond this formula would require a three-fourths vole o f both houses.If the amount appropriated exceeds the limit, the governor shall reduce expenditures by the executive branch for its operation and administration in order to bring expenditures back in line with the constitutional limit.The existing provision that one-third of the budget be appropriated for capital expenditures is also removed in SJR  3. Over the years, several attorney general opinions have been written on the meaning of the constitutional limit; those opinions counter the plain English meaning of the language and have allowed the legislature and the administration to avoid this requirement. The resolution removes this arbitrary and superfluous requirement.SJR 3 simplifies and clarifies exactly what spending counts towards the appropriation limit, something that is not clear in the existing constitutional language.Without a meaningful constitutional amendment in place; one that limits the amount o f state general fund expenditures, there is absolutely no guarantee that the state will restrain, let alone reduce, spending. This resolution would limit state spending and is a key component of any new long-range plan to ensure Alaska's long-term fiscal health.



E x i s t i n g  A l a s k a  C o n s t i t u t i o n
(To be repealed and replaced by SJR 3)

Section 9.16 - Appropriation Limit.

Except for appropriations for Alaska permanent fund dividends, appropriations of revenue 
bond proceeds, appropriations required to pay the principal and interest on general 
obligation bonds, and appropriations of 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 $2,600,000,000 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 appropriations 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 membership of the legislature over a veto or item veto, or becomes law 
without 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 maintenance 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 shall cause any unexpended and unappropriated balance 
to be invested so as to yield competitive market rates to the treasury.
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Senator Fred Dyson

M e m o r a n d u m

March 13, 2003

To: Senator Ralph Seekins, Chair
Senate Judiciary

From: Senator Fred Dyson

RE: Hearing Request, SJR 3

I respectfully request the scheduling of SJR 3, "An Resolution Proposing an Appropriation 
and Spending Limit" at your earliest convenience. Thank You.
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