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HOUSE BILL NO.
; IN THE LEGISLATURE OF THE STATE OF ALASKA

1 TWENTY-FOURTH LEGISLATURE - FIRST SESSION

| BY REPRESENTATIVE HARRIS

| Introduced:
Referred:
Funding Informatiou: General Fund  $ 0
Other Funds 600,000,000
I Total S 600,000,000
ABILL

FOR AN ACT ENTITLED
I "An Act making an appropriation to the statutory budget reserve fund; making an
appropriation under art. 1X, sec. 17(c), Constitution of the State of Alaska, from the

constitutional budget reserve fund; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. STATUTORY BUDGET RESERVE FUND, (a) Contingent upon the
approval of an amendment to the Constitution of the State of Alaska repealing the budget
reserve fund established by art. IX, sec. 17, Constitution of the State of Alaska, by a majority
of the voters voting on the amendment at the 2006 general election, the sum of $600,000,000
is appropriated to the budget reserve fund (AS 37.05.540) from the budget reserve fund (art.
IX, sec. 17, Constitution of the State of Alaska).

(b) The appropriation made by this section is made under art. IX, sec. 17(c),
Constitution of the State of Alaska.
* Sec. 2. LAPSE. The appropriation made by sec. 1of this Act is for the capitalization of a

fund and does not lapse.

T-
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* Sec. \ This Act takes effect on the day after the date on which the election returns of the

2006 general election are certified by the lieutenant governor.

-2-
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Fiscal Proiedlties Act i 37.05.540
the deposits to the Alaska permanent fund and the public school trust fund may be
appropriated to the power cost equalization and rural electric capitalization fund (AS

' 42.45.100). The amounts remaining after any appropriation to the power cost equaliza-

. tion and rural electric capitalization fund shall lapse into the general fund for use by the

state for the following facilities and services: planning; construction, maintenance, and
operation of essential public facilities; and other necessary public services.

(h) Notwithstanding other provisions of law and unless expressly provided by the
legislature in the appropriation item making the appropriation, an appropriation from
the National Petroleum Reserve — Alaska special revenue fund shall, for the purposes of

Jdetermining the funding sources for the appropriation be treated as though the
appropriation takes effect in the fiscal year in which the appropriation passes the
legislature. The authorization to expend funds appropriated from the fund shall take
effect as otherwise provided by law. (8 2 ch 94 SLA 1984; am 88 2, 3 ch 53 SLA 1986; am
| 2 ch 59 SLA 1992; am § 32 ch 32 SLA 1997; am § 2 ch 93 SLA 1999)

Revioor's noted. — Formerly AS 37.25.040. Re- Community and Economic Development” was
numbered in 1988. _ o _ changed to “Department of Commerce, Community,

In 1999 in fc) of this section, “Community and  and Economic Development’, in accordance with 5 3,
Economic Development” was substituted for “*Commu-  ch. 47. SLA 2004,

nity and Regional Affairs" in accordance With " cross references, — For legislative findings in
S gll(a ng, ch. 56 SLA 1999, and. in (d tofthis section. — oopnection with the 1984 and 1986 Acta, see § 1, ch.

‘Commu lity and Economic Development" was substi- :
tuted for "Community and Regional Affairs” to correct ?nAVt%LeATlegn?gb?grdy §anlfiChS'p5e30’iasllé\c%é};g%rrelsepgeicstliavt?\llye’

t manifest error in enactment by the omission of . : : .
‘ i purpose in connection with the enactment of(h) of this
rlegfgegr.ence OAS 37.05.530(d)in 3 91(aX?). ch. 58, SLA section, see § 1, ch. 59, SLA 1992 in the Temporary

In2004, in (c) and (d) of this section, “Department of and Special Acts.

Sec. 37.05.540. Budget reserve fund; appropriation limit, (@ ”’here is estab-
lished as a separate fund in the state treasury the budget reserve fu.id. The budget
rve fund consists of appropriations to the fund. Money received by the state that is
ject to the appropriation limit under (b) of this section and that exceeds that limit,
.may be appropriated to the budget reserve fund.
(b) Except for appropriations to the permanent fund or for Alaska permanent fund
dividends, appropriations to the budget reserve fund, appropriations of revenue bond
eds, appropriations required to pay the principal and interest on general obligation
ids, and appropriations of money received from a nonstate source in trust for a specific
> including revenue of a public enterprise or public corporation of the state that
es revenue bonds, appropriations from the ment Il health trust settlement income
unt (AS 37.14.036), and appropriations made to the mental health trust fund (AS
14.031), appropriations from the treasury made in a fiscal year may not exceed
priations made in the preceding fiscal year by more than five percent plus the
;¢ in population and inflation since the beginning of the preceding fiscal year. For
ses of applying this limit an appropriation is considered to be made in the fiscal
in which it is enacted and a reappropriation remains attributed to the fiscal year in
‘hich the original appropriation is enacted. The determination of the change in
‘ulation for purposes of this subsection shall be based on an annual estimate of
ulation by the Department of Labor and Workforce Development. The determination
the change in inflation for purposes of this subsection shall be based on the Consumer
ce Index for all urban consumers for Anchorage prepared by the United States Bureau
Labor Statistics. The amount of money received by the state that is subject to the
priation limit includes the balance in the general fund carried forward from the
ing fiscal year.

If the legislature determines that the money subject to the appropriation limit
. **eived by the stale in a fiscal year is less than the maximum permitted to he
*Ppropriated under (hi of this section, up to 25 percent of the balance of the budget

**erve fund may be appropriated to the general fund.
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id) The Department of Revenue shall manage and invest assets of the budget resei
fund in the manner set out for the management and investment of the assets of
general fund under AS 37.10.070. Income from investment of the budget reserve
may be appropriated to the fund each year by law.

(e) Notwithstanding other provisions ofthis section, appropriations may be made |
the budget reserve fund needed by the governor to meet a disaster. In this subse
“disaster”has the meaning given in AS 26.23.900. (8§ 1ch 58 SLA 1986; am § 6 ch 66!
1991)

R*"«Kor'» notes. — Formerly AS 37.05.156. Re- an1Workforce Development” in accordance with { gn '
numbered in 1988, ch. 58. SLA 1999.

In 1996. in 6ubsmion (b) of this section, “mental Opinions of attorney general. — Article
health trust settlement income account” was substi-  section 17 ofthe Alaska constitution did not repeal thy |
tuted for “mental health trust income account” pursu  statutory budget reserve fund established by thi*<
ant to sec. 17, ¢h. 1, SSSLA 199-1, section and the statutory fund continues in effect until »

In 1999, in (b) of this section, "Department of amended or repealed by the legislature. 1992 Op. AttV |
Labor" was changed to read “Department of Labor  Gen. No. !

NOTES8 TO DECISIONS

Cited in Hickel v. Cowper. 874 P.2d 922 (Alaska
1994).

Sec. 37.05.550. Alaska marine highway system vessel replacement fund.
(@) There is in the general fund the Alaska marine highway system vessel replacement
fund. The fund consists of money appropriated to it by the legislature. Money appropri*
ated to the fund does not lapse. The Department of Revenue shall manage the fimd.
Interest received on money in the fund shall be accounted for separately and may be
appropriated into the fund annually. The legislature may appropriate money from the
fund for refurbishment ofexisting state ferry vessels, acquisition of additional state ferry
vessels, or replacement of retired or outmoded state ferry vessels.

(b) [See conditional amendment note.] The legislature may appropriate to the
fund money received by the state as Alaska marine highway system program receipts or
from a settlement or final judicial determination of the Dinkum Sands case (United
States v. Alaska) and the North Slope royalty case (State v. Amerada Hess, et al.) and not
deposited into the Alaska permanent fund under AS 37.13.010(a)(1) or into the public
school trust fund under AS 37.14.150.

(©) The Department of Revenue shall prepare a written report, no later than the 10th
legislative day of each regular legislative session, regarding the earnings of the Alaska
marine highway system vessel replacement fund during the prior fiscal year and
projected earnings ofthe Alaska marine highway system vessel replacement fund for the
current fiscal year and the next fiscal year. The Department of Revenue shall notify the
legislature that the report is available. (8 1ch 145 SLA 1990; am § 2 ch 62 SLA 1992; am
8 59 ch 21 SLA 1995; am § 1ch 22 SLA 2003)

Conditional amendment of subsection (b). —
Under §2, ch. 22, SLA 2003, subsection (b) is
amended to read as follows: “(b) The legislature may
appropriate to the fund money received by the stale as
Alaska marine highway system program receipts or
from a settlement or final judicial determination of
the Dinkum Sands case (United States v. Alaska) and
the North Slope royalty case (State v. Amerada Hess,
et al.) and not deposited into the Alaska permanent
fund underAS 37.13.0HMaM 1) or <) or into the Public
-chool trust fund under AS 37.14 150." As of July
2004, this contingency had not occurred.

Under § 5(a), ch. 22, SLA 2003, this amendment of
subsection +be takes effect if the commissioner of
revenue determines that “the amount by which each

permunent fund dividend is reduced as a result ofthe
amendment to AS 37.13 010(a) (by § 3, ch. 22, SLA
20031 ... when compared to what the amount ofeach
dividend would have been for that year had the
amendment to IAS 37.13.010(a) by § 3, ch. 22, SLA
20031, .. not taken effect" equals or exceeds $20. fhe
commissioner of revenue is to make the calculation
“Ib]efore October 1 ofeach yearl.|".

The calculation made under §5, ch. 22. 'w.A 2003
for the year 2004 indicates that the conditional
amendment did not take effect during 2004.

Cross references. — For Alaska Marine Highway
System Fund and budget, see AS 19.65.050 —
19.65.100,

Effect of amendments. — The 2003 amendment,
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John Harris

Speaker of the House

SPONSOR STATEMENT

COMMITTEE SUBSTITUTE for

HOUSE JOINT RESOLUTION 12 (W&M)
CONSI1TUTIONAL AMENDMENT: BUDGET RESERVE FUND REPEAL

In 1990, the Constitutional Budget Reserve was established to provide cash to fund state
government during times when low oil prices caused revenues to fall short of
expenditures. It was funded by proceeds of settlements of tax and royalty disputes with
the oil companies. Most of these large disputes have been settled and little additional
dedicated revenue is expected anytime in the future.

Theoretically, the CBR should grow in size because the account is to be repaid when
revenues exceed expenditures. To date, this has not occurred. The cumulative draw has
been over $5 bhillion.

By repealing this amendment, there is no longer a need for a three-quarter vote whenever
additional funds are needed to balance our budget. Also, elimination of this amendment
will help facilitate the development of a fiscal plan that will allow the legislature to
balance a budget on a year-to-year basis with known anticipated revenues.

As written within the resolution, funds from the CBR would be placed into a capital
construction permanent fund. Appropriations from the fund are to be made on a percent
of market value method with no more than five per cent of the average of the fiscal year
end market values of the fund for the first five of the preceding six years.

The state needs a long term fiscal plan and the first step should be the repeal of the
constitutional budget reserve fund amendment.
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Appendix A. State Budget Stabilization Funds - Alabama, Alaska, Arizona,

California, Colorado

« Connecticut, Delaware, Florida,
The states of Arkansas, the District of Columbia, Hawaii, Illinois, Montana, and Georgia

Oregon do not have budget reserve funds.

Alabama

« Idaho, Indiana, lowa, Kansas,
Kentucky

¢ Louisiana, Maine, Maryland,

Education Proration Prevention Fund (Statutory} Massachusetts, Michigan
Method for deposit: Automatic appropriation of $21M Ir. the first year (following .« Mississippi, Missouri, Nebraska,
the fund's depletion) and $8M thereafter up to $75M. Automatic appropi lation can Nevada, New Hampshire

be wr ived via emergency resolution. X
« New Jersey, New Mexico, New

Method for withdrawal: Declaration of proration by governor, or declaration of York, North Carolina, North

emergency by legislature with a 2/3 vote. Dakota

« Ohio, Oklahoma, Pennsylvania,
AlaSka Puerto Rico, Rhode Island

Budget Reserve Fund (statutory) « South Carolina, South Dakota,
Method for deposit: By appropriation. Tennessee, Texas, Utah

Method for withdrawal: By appropriation. +  Vermont, Virginia, Washington,
West Virginia, Wisconsin,

Constitutional BudgetReser/e Fund (Constitutional) Wyoming

Method for deposit: Mineral litigation/dispute settlements.

Method for withdrawal: 1) If the amount available for appropriation for a fiscal

year Is less than the amount appropriated for the previous fiscal year; 2) for any

public purpose with a 3/4 vote.

Arizona

Budget Stabilization Fund (statutory)

Method for aeposit: By appropriation (amount determined by formula comparing
real, adjusted Arizona personal income growth to 7 year trend); fund capped at 5
percent of prior year GF revenue.

Method for withdrawal: By appropriation (amount determined by formula); 2/3

vote is required to waive formula-determined withdrawal.

California

Special Fund for Economic Uncertainties (statutory)

Method for deposit: Year-end surplus or by appropriation.

Method for withdrawal: 1) Transfer by controller to cover revenue shortfall or
other GF deficiency; 2) Director of finance can allocate funds for disaster relief (with

notification to the Joint Legislative Budget Com mittee).

Colorado

Reqt ired Reserve (statutory)
Method for deposit: 4 percent of GF appropriations.
Method for withdrawal: Ajtomatic expenditure when revenue estimates fall belov

Rainy Day Funds in other states

targets; fund can only be used to cover appropriations already authorized. (If

hrtn7/ww w
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economic conditions require expenditures from the fund, the governor must develop
a plan that wou.d maintain the reserve at no less than 2 percent. Th* plan Is subject

to legislative modification.)

Connecticut

Budget Reserve Fund (statutory)

Method for deposit: Year-end surplus: fund capped at 5 percent of net GF
appropriations for the fiscal year in progress.

Method for withdrawal: Automatic appropriation to cover budget deficit to the

extent that funds are available.

Delaware

Budget Reserve Account (Constitutional)

Method for deposit: Automatic deposit from previous year's unencumbered funds;
fund capped at 5 percent of estimated GF revenues

Method for withdrawal: By appropriation to cover budget deficit or to compensate

for revenue reductions; requires 3/5 vote.

Florida

Working Capital Fund (statutory)
Method for deposit: Year-end surplus until fund reaches minimum level of 5
percent of net GF revenue for the previous fiscal year; fund capped at 10 percent.

Method for withdrawal: By appropriation when governor declares an emergency.

Budget Stabilization Fund (statutory)
Method for deposit: Automatic deposit beginning in FY 1995 equal to 1 percent of
previous year's GF revenue collections, increasing each year until the reserve

reaches minimum i*vel of 5 percent (in FY 1999); principal fund balance capped at

10 percent .

Method for withJ.awal: By executive transfer when revenue collections in the
general revenue fund will be insufflcient to meet general revenue fund

appropriations.
Georgia

Revenue Shortfall Reserve (statutory)
Method for deposit: Year-end surplus; fund capped at 3 percent of net revenue
collections.

Method for withdrawal: By appropriation.

ldaho

Budget Reserve Account (statutory)
Method for deposit: B. appropriation.

Method for withdrawal: By appropriation.

Indiana

Counter-Cyclical Revenue and Economic Stabilization Fund (statutory)

Method for deposit: Statutory formula triggered when the annual growth rate in
adjusted personal Income exceeds 2 percent; fund capped at 7 percent of state GF
revenue.

Method for withdrawal: Statutory formula triggered when the annual growth n”e

In adjusted personal income is less than a negative 2 percent.

Page 20fl0
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lowa

Cash Reserve Fund (statutory)

Method for deposit: By appropriation when there Is a year-end GF surplus; fund
capped at 5 percent of the adjusted GF revenue estimate for the current fiscal year.
Method for withdrawal: By appropriation for non-recurring emergency
expenditures; requires 3/5 vote if the fund's balance drops to less than 3 percent of

the adjusted revenue estimate for the year in which the appropriation Is made.

Economic Emergency Fund (statutory)
Method for deposit: By appropriation when there is a year-end GF surplus; fund
capped at 5 percent of the adjusted revenue estimate for the current fiscal year.

Method for withdrawal: By appropriation for emergency expenditures.

Kansas

Brdget Stabilization Fund (statutory)
Method for deposit: Funded by a one-time federal dispro-portionate share
windfall; fund expected to be depleted by ‘he end of FY 1996.

Method for withdrawal: By appropriation.

Kentucky

Budget Reserve Trust Fund (Statutory)

Method for deposit: By appropria‘ion; fund capped according to provisions In the
biennial budget act.

Method for withdrawal: Allotted by qovernor to meet a revenue shortfall; 2
governor must notify legislature. (Conditions governing the use of the fund are
attached to its appropriation eve”y two years. At the end of the biennium, the fund
lapses and has to be recreated. The state also has created In the general fund the
Surplus Fund Account. No expenditures may be made from the account unless
appropriated by the legislature, or unless required by the budget reduction

provisions of the budget bill.)

Louisiana

Rf venue Stabilization - Mineral Trust Fund (Constitutional)

Method for deposit: Automatic deposit of revenues exceeding S750M from taxes
on the production of, or exploration for, minerals. With some limitations, the $750M
base may be increased every 10 years, beginning in the year 2000, by a law
enacted by a 2/3 vote.

Method for withdrawal: By appropriation, not to exceed one-third of the fund and
requiring a 2/3 vote when: 1) the official forecast for a fiscal year is less than
revenues received by the state In the preceding fiscal year, 2) if a deficit for the

current fiscal year Is projected due to a decrease In the official forecast.

Maine

Rainy Day Fund (statutory)

Method for deposit: Transfer from the GF unappropriated surplus; fund capped at
4 percent of total GF revenues received in the immediately preceding fiscal year.
Method for withdrawal: Subject to annual legislative deliberations. (According
statute, appropriations may be made by a 2/3 vote of the legislature upon
recommendation of the governor, but only for prepayment of outstanding GF bonds
or for major construction. In practice, however, the legislature has enacted
exceptions to the statute to use the funds as needed for emergencies, disasters, or

other expenditures deemed necessary.)
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Maryland

Revenue Stabilization Account (statutory)

Method for deposit: By appropriation. Beginning In FY 1995, the governor shall
Include In the budget bill an appropriation equal to at least the lesser of $50M or the
amount necessary for the fund balance to exceed 5 percent of estimated GF
revenues for the fiscal year.

Method for withdraw al: Transferred by governor if authorized by an act of the
General Assembly or specifically authorized in the state budget bill as enacted;
amount of transfer is reduced by amount of general fund budget reductions made by

legislature.

Massachusetts

Commonwealth Stabilization Fund (statutory)

Method for deposit: After the year-end GF consolidated net surplus is determined,
a portion can be used as general revenue In the current fiscal year. Of the remaining
surplus, 60 percent is transferred to the stabilization fund; fund capped at 5 percent
of current fiscal year revenues.

Method for withdrawal: By appropriation: 1) to make up any difference between

actual state revenues and allowable state revenues when actual revenues fall below
the allowable amount; 2) to replace the state and local loss of federal funds; 3) for

any event that threatens the health, safety or welfare of the people or the fiscal

stability of the state.
Michigan

Countercyclical Budget & Economic Stabilization Fund (statutory)

Method for deposit: Statute requires appropriation of an amount equal to (annual
growth rate Ip real personal income in excess of 2 percent) X (total GF revenues for
the fiscal year ending In the current calendar year).

Method for withdrawal: If annual growth rate in real pe jonal income is negative,
withdrawal equals deficiency multiplied by the total GF revenues for the fiscal year

ending In the current calendar year, but no more than needed to balance the

budget.

Minnesota

Budget & Economic Stabilization Fund (statutory)

Method for deposit: By surplus until the total amount in the account equals 5
percent of total GF appropriations for the current biennium. Restoration of the
reserve should occur when objective measures, such as increased growth In total
wages, reflect upturns in the spate's economy. (Beginning July 1, 1993, forecast
unrestricted budgetary GF balances were first appropriated to restore the budget
reserve and cash flow account to $500M. As of luly 1, 1995, $180M of the account
was dedicated to elementary and secondary education.)

Method for withdrawal: By transfer authorized by the comm .sioner of finance,
with approval of the governor and in consultation with the Legislative Advisory
Commission, when: 1) a negative budgetary balance Is projected and when
objective measures (such as reduced growth in total wages) reflect downturns in th :
state's economy; 2) probable receipts for the GF will be less than anticipated and

the amount available for the rest of the biennium will be insufficient.
Mississippi
Working Cash Stab'lization Reserve Fund (Statutory)
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Method for deposit: Year-end surplus until the fund reaches $40M; thereafter, 50
percent of the unencumbered GF cash balance until the fund reaches 7.5 percent of
GF appropriations.

Method for withdraw al: Transfer by the executive director of the Department of
Finance & Administration: 1) to meet cash-flow needs (borrowed funds must be
repaid within the same fiscal year); 2) to cover deficits (up to S50M In any one fiscal

yr*ar); to provide funds for disaster assistance.

Missouri

Budget Stabilization Fund (statutory)

Method for deposit: By appropriation; fund Is not to exceed 5 percent of the
receipts into the GF for the proceeding fiscal year.

Method for withdrawal: By appropriation to the governor to meet budget
shortfalls. (The General Assembly may appropriate to the governor any portion of
the existing balance to cover budget shortfalls. Also, in any year in which the
governor finds it necessary to withhold appropriated funds, the governor may order
the commissioner of administration to make transfers from the furl to fulfill
expenditures authorized by appropriation. The governor must notify the General
Assembly of his intent to make such an authorization; and, if not disapproved by
concurrent resolution within 30 days of the receipt of such notice by the General
Assembly, the authorization Is consid -ed valid. Further, the General Assembly shall

not appropriate money from the fund without authorization from the governor.)

Nebraska

Cash Reseive Fund (statutory)

Method for deposit: Transfer by state treasurer when actual GF net receipts for
the preceding 3 months exceed estimated receipt' for the 3-month period.

Method for withdrawal: Transfer is made to the GF when the cash balance in the

GF is Inadequate to meet current obligations

Nevada

Fund to Stabilize Operation of State Government (statutory)

Method for deposit: Transfer by controller of 40 percent of revenues in excess of
required fund balance, which is 10 percent of GF appropriations; fund capped at
$100M.

Method for withdrawal: By appropriation only if: 1) the total actual revenue of the
state falls short by 5 percent or more of the total anticipated revenue for the
biennium in which the appropriation Is made; 2) the legislature and governor

declare a fiscal emergency.

New Hampshire

Revenue Stabilization Reserve Account (Statutory)

Method for deposit: With some limitations transfer by comptroller of any surplus
at the ena of each biennium; fund capped at 5 percent of actual GF unrestricted
revenues for the most recently completed fiscal year.

Method for withdrawal: Transfer by comptroller with the approval of fiscal
committee and governor when: 1) GF operating deficit occurred for most recently
completed fiscal year; and 2) u estricted GF revenues ir. the most recently
completed fiscal year were less than budget forecast. Fund cannot be used for any

other purpose without a 2/3 vote and governor's approval.

New Jersey

Page 50f 10
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Surplus Revenue Fund (statutory)

Method for deposit: 50 percent of actual revenue collections in excess of
governor's certification of revenues; fund capped at 5 percent of anticipated
revenues.

Method for withdrawal: By appropriation only: 1) upon certification by the
governor that anticipated GF revenues are estimated to be less tnat those certified
upon approval of appropriations act; 2) upon findings by the legislature that to
offset anticipated GF revenue declines, an appropriation from the fund Is more
prudent than a tax Increase; 3) when the governor declares an emer-gericy and

notifies the Joint Legislative Budget Oversight Committee.

New Mexico

Operating Reserve Fund (statutory)
Method for deposit: Transfer from GF,
Method for withdraw al: By specific authorization of the legislature only In the

event that GF revenues and balances are Insufficient to meet authorized levels of

appropriations.

New York

Tax Stabilization Reserve Fund (statutory)

Method for deposit: Year-end surplus up to 0.2 percent of aggregate GF
disbursements; reserve fund cannot exceed 2 percent of GF disbursements for the
fiscal year.

Method for withdraw al: By transfer at the end of a fiscal year when GF receipts
fall below the aggregate amount disbursed from the GF. (Once borrowed, fund must
be paid back wlthm six years in three equal installments. Repayments to the Tax
Stabilization P°serve Fund shall be stipulated in annual budget bills.) The fund also

can be temporarily loaned to the GF to assist with cash flow .

North Carolina

Savings Reserve Account (Statutory)

Method for deposit: Transfer of one-fourth of any unreseived credit balance at the
end of the fiscal year; fund capped at 5 percent of previous year's GF
appropriations.

Method for withdrawal: The fund cannot be tapped unless approved by an act of

the General Assembly,

North Dakota

Budget Stabilization Fund (statutory)

Method for deposit: Transfer of GF surplus in excess of $70M at the end of the
biennium.

Method for withdrawal: Governor may transfer for revenue shortfall In excess of

2-1/2 percent of the estimate made by the most recently adjourned Assembly.

Budget Stabilization Fund (statutory)

Method for deposit: Transfer from GF by the director of Budget & Management; a
written report on the transfer must be submitted to the Controlling Board; fund
capped at 4 percent of GF revenues for the preceding fiscal year.

Method for withdrawal: By appropriation.

Oklahoma
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Rainy Day Funds: Stale Budget Stabilization Funds

Constitutional Reserve Fund (Constitutional)

Method for deposit: Transfer by the state treasurer of surplus GF revenue; fund is
capped at 10 percent of GF revenue for the preceding fiscal year.

Method for withdrawal: Up to 1/2 of the balance may be appropriated if: 1)
forthcoming fiscal year GF revenue Is certified to be less than that of current fiscal
year certification; or 2) emergency declaration by governor with concurrence by
Legislature with a 2/3 vote; 3) joint emergency declaration by speaker and

president pro tempore with concurrence by Legislature with a 3/4 vote.

Pennsylvania

Tax Stabilization Reserve Fund (statutory)

Method for deposit: By appropriation; fund capped at 3 percent of GF revenue
estimates.

Method for withdrawal: By appropriation with 2/3 vote when governor declares
an emergency or to counterbalance downturns In the economy that will result in

significant unanticipated revenue shortfalls.

Puerto Rico

Budgetary Fund (statutory)

Method for deposit: Not less than 1/3 percent of the Budget Joint Resolution (the
governor or director of OMB may order depositing a larger amount); fund capped at
6 percent of the appropriated funds of the Budget Joint Reso'utlon In any year.
Method for withdrawal: OMB director may transfer funds to cover appropriations
when resources are Insufficient, to provide for payment of public debt service, to
address any unexpected situation in the public service, or to honor obligations of
programs funded with contributions or grants from the U.S. government that have

not been received.

Rhode Island

Budget Reserve and Cash Stabilization Account (Sstatutory)

Method for deposit: By transfer; fund capped at 3 percent of total fiscal year
resources.

Method for withdraw al: By appropriation when the budget officer declares that
actual GF revenue will not equal the original estimates upon which appropriations
were based, (State statutes call for the fund to be repaid in the second fiscal year
following the fiscal year in which a transfer was made from the fund and, when

necessary, In subsequent fiscal years.)

South Carolina

Capital Reserve Fund (statutory)

Method for deposit: By appropriation an amount equal to 2 percent of GF revenue
of the latest completed fiscal year,

Method for withdrawal:By appropriation when revenues at the end of the fiscal
year are projected to be less than expenditures authorized by appropriation for that
year. If the fund is not tapped for that reason, it can be used for other purpose?
with 2/3 vote of members present and voting, but not less than 3/5 vote of total
membership. (If the Capital Reserve Fund is not tapped to address a budget deficit,
the Leglslature--wlth a 2/3 vote of members present and voting, but not less than
3/5 of the total membership--can appropriate money from the fund: 1) to finance in
cash previously authorized capital improvement bond projects; 2) to retire interest
or principal on bonds previously issued; or 3) for capital improvements or other non-

recurring purposes.
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Rainy Day Funds: Siate Budget Stabilizat'on Funds

General Reserve Fund (Constitutional)

Method for deposit: Transfer of GF revenues In excess of annual operating
expenditures; fund is capped at 3 percent of L>f revenue of the latest completed
Fiscal year. (Funds withdrawn from the General Reserve Fund must be restored
annually at a rate of not less than 1 percent of the general fund revenue of the

latest completed fiscal year until the fund is restored to 3 percent.)

Camell-Felder Set-Aside Account (Statutory)

Method for deposit: By appropriation for non-recurring purposes.

Method for withdrawal: By appropriation to prevent a year-end deficit. (The
Carnell-Felder Set-Aside Account was authorized beginning In FY 1995 to cushion
the state's budget against unforeseen revenue shortfalls stemming from inaccurate

revenue estimates.)

South Dakota

Budget Reserve Fund (Statutory)
MethOd fOI’ deOSIt Transfer of prior year unobligated cash balance; fund capped
at 5 percent of GF appropriations for the prior fiscal year.

Method for withdrawal: By appropriation,

Tennessee

Reserve for Revenue Fluctuations (Statutory)

Method for deposit: By appropriation.

Method for withdraw al: By transfer by the commissioner of Finance and
Aomlinistration to offset revenue shortfalls, with notification to the choirs of the
Finance, Ways & Means Comm ittees of the Senate and House. (The statute declares
legislative intent to be that, to the extent possible, revenue hortfalls will be offset

by reductions in expenditures before using amounts In the reserve fund.)

Texas

Economic Stabilization Fund (Constitutional)

Method for deposit: Transfer of 1/2 of any unencumbered general revenue fund
balance at end of each biennium plus portions of oil and natural gas production tax
collections. The Legislature also may appropriate additional funds; fund capped at
10 percent of general revenue fund deposits (excluding interest and Investment
Income) during the preceding biennium. (The constitutional amendment creating the
fund mandates the following revenue transfers to it: 1) one-half of any
unencumbered general revenue fund balance at the end of each fiscal biennium; 2)
an amount of general revenue equal to 75 percent of the amount by which oil
production tax collections In any future fiscal year exceed oil production tax
collections In fiscal year .'987; 3) an amount of general revenue equal to 75 percent
of the amount by which r, 'tural gas production tax collections in any future Fiscal
year exceed oil production tax collections In the Fiscal year 1987. For purposes of
calculating the transfer, natural gas tax collections would be adjusted to reflect 12
months of collections In each fiscal year.)

Method for withdrawal: By appropriation with a 3/5 vote of members present if:
1) tha comptroller certifies that apprcp-rlations from general revenue made by the
preceding legislature for the current bien-nlum exceed available general revenues
for the remainder of the biennium; 2) an estimate of anticipated revenues for a
succeeding biennium is less than the reven-ues estimated to be available for the

current biennium; 3) for any purpose with 2/3 vote of members present.

Utah
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Rainy Day Funds: State Budget Stabilization Funds

Budget Reser e Account (Statutory)
Method for feposit: 25 percent of GF surplus; fund capped at 8 percent of the GF
appropriatloi for the Fiscal year In which the surplus occurred.Method for

withdrawal: By appropriation to cover operating deficits or retroactive tax refunds.

Vermont

Budget Sta illzation Trust Fund (statutory)

Method for deposit: Undesignated GF surplus; fund Is capped at 5 percent of GF
approprlat ns for the prior fiscal year; also any additional amounts as may be
authorizec by the General Assembly.

Method for withdrawal: Transfer by the commissioner of Finance and

Management to the extent necessary to offset a GF deficit.
Virginia

Revenue Stabilization Fund (constitutional)
Method for deposit: By formula as specified in the state's constitution; fund
capped at 10 percent of the average annual tax revenues for the three Fiscal years
Imme liately preceding.
Method for withdrawal: By appropriation (up to 1/2 of the fund's balance) with
spr lItlc provisions. (The General Assembly may appropriate an amount for transfer
fr .n the fund to compensate for no more than one-half of the difference between

i total gene ' fund revenues appropriated and a revised general fund revenue
F re;ast presented to the General Assembly prior to or during a subsequent regular
oi special legislative session. However, no transfer shall be made unless the aeneral
funcd revenues appropriated exceed such revised general fund revenue forecast by
m e than 2 percent of certified tax revenues collected In the most recently ended

fs al year.)

Washington

Budget Stabilization Account (statutory)

Method for deposit: By appropriation baseu on statutory formula.

Method for withdrawal: By appropriation, with 60 percent vote, to provide of
continuation of agency programs when revenues fall below forecast, for labor f .e
training, or for any purpose the Legislature determines would reduce unemployment

caused by the state's economic cycle.

Emergency Reserve Fund (statutory)

Method for deposit: Beginning In FY 1996, transfer by state treasurer of all state
revenues In excess of the state expenditure limit foi that fiscal year; fund capped at
5 percent of biennial GF state revenues.

Method for withdrawal: By appropriation, with 2/3 vote required, only If the
appropriation does not cause total expenditures to exceed the state expenditure

limit.

The Budget Stabilization Account was repealed effective July 1, 1995, by Laws 1994,
ch.2, Sect. 9 (Initiative Measure No. 601, approved November 2, 1993), The

Emergency Reserve Fund was created (via Initiative 601) effective July 1, 1995.
West Virginia

Revenue Shortfall Reseive Fund (statutory)
Method for deposit: Beginning In FY 1995, transfer of the first 50 percent of all

surplus revenues accrued during the fiscal year jusi ended; fund capped at 5
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Rainy Day Funds: State Budget Stabilization Funds Page 10 of 10

percent of GF appropriations for tbe fiscal year Just ended.
Method for withdrawal: By appropriation to meet any anticipated revenue

shortfall.
Wisconsin

Budget Stabilization Fund (Statutory)
Method for deposit: By appropriation.

Method for withdrawal: By appropriation.
Wyoming

Budget Reserve Account (Statutory)
Method for deposit: Year-end surplus plus appropriations.

Method for withdrawal: By appropriation.

The states of Arkansas, the District of Columbia, Hawaii, lllinois, Montana, and

Oregon do not have budget reserve funds.

States Broaden the Scope of Rainy Day Funds

Posted August 1997; reviewed March 2004.
Email statebudget-Info@ ncsl.org for more Information.
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Constitutional
amendment adopted
in 1990 election

Policies and Procedures applicable
to the Treasury Division,
Department of Revenue,

State of Alaska

APPENDIX v

Constitutional Provisions and Statutes Pertaining to
the Constitutional Budget Reserve Fund

Avrticle IX, Section 17. Budget Reserve Fund, (a) There is established as a
separate fund in the State treasury the budget reserve fund. Except for money
deposited into the permanent fund under Section 15 of this article, all money
received by the State after July 1, 1990, as a result of the termination, thr . gh
settlement or otherwise, of an administrative proceeding or of litigation in a State
or federal court involving mineral lease bonuses, rentals, royalties, royalty sale
proceeds, federal mineral revenue sharing payments or bonuses, or involving taxes
imposed on mineral income, production, or property, shall be deposited in the
budget reserve fund. Money in the budget reserve fund shall be invested so as to
yield competitive market rates to the fund. Income of the fund shall be retained in
the fund. Section 7 of this article does not ?ppiy to deposits made to the fund
under this subsection. Money may be appropriated from the fund only as
authorized under (b) or (c) of this section.

(b) If the amount available for appropriation for a fiscal year is less than the
amount appropriated for the previous fiscal year, an appropriation may be made
from the budget reserve fund. However, the amount appropriated from the fund
under this subsection may not exceed the amount necessary, when added to other
funds available for appropriation, to provide for total appropriations equal to the
amount of appropriations made in the previous calendar year for the previous
fiscal year.

(c) An appropriation from the budget reserve fund may be made for any
public purpose upon affirmative vote of three-fourths of the members of each
house of the legislature.

(d) Ifan appropriation is made from the budget reserve fund, until the amount
appropriated is repaid, the amount of money in the general fund available for
appropriation at the end of each succeeding fiscal year shal be depos'ted in the
budget reserve fund. The legislature shall implement this si bsection by law.

Constitutional Provisions and Statutes pertaining t»  4/s/1999 9:% am
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Statutes defining key
terms in
Constitutional Budget
Reserve Fund.

Statures defining key
terms in
Constitutional Budget
Reserve Fund
(continued).

Policies and Procedures applicable
to the Treasury Division,
Department of Revenue,

State ok Ai-aska

AS 37.10.410. *“Administrative proceedings involving taxes" denned, (a)
The following money received by the elate is considered to be received as a rest’ll
of the termination of an administrative proceeding for purposes of applying art
IX. sec. 17(a), Constitution of the State of Alaska:

(1) past due taxes that are received by the state for each tax year for which a
request for an informal conference under AS 43.05.240(a) is made to the
Department of Revenue, together u ,'h penalties and interest on the taxes;

(2) past due taxes that are received by the state after a request for a formal
nearing under AS 43.05.240(b)(1) is made to the Department of Revenue, together
with penalties and interest on the taxes.

(b) Money received by the state under the following conditions is not coasidered to
be received as the result of the termination of an administrative proceeding for
purposes of applying art. X, sec. 17(a), Constitution of the State of Alaska:

(1) taxes that are not due at the time the request for the proceeding was made
under AS 43.05.240(a) or (b)(1);

(2) taxes set out in a return not audited by the Department of Revenue at the
date of collection; or

(3) taxes collected for a tax year for which the taxpayer did not give notice of
appeal of an assessment made by the Department of Revenue. (81 ch 5 SLA
1994)

Section 37.10.420. “Money available fo-' appropriation” defined, (a) For
purposes of applying an X, sec. 17(b), Constitution of the State of Alaska,

(1) "the amount available for appropriation” or "funds available for
appropriation” means

(A) the unrestricted revenue accruing to the general fund during the fiscal
year;

(B) general fund program receipts as defired m AS 37.05.146;

(C) the unreserved, undesignated general fund balance carried forward from
the preceding fiscal year that is net subject to the repayment obligation imposed by
an. IX sec. 17(d), Constitution of the State of Alaska; and

(D) the balance in the statutoiy budget reserve fund established in AS
37.05.540;

(2) "the amount appropriated for the previous fiscal year" means the amount
appropriated from the

(A) constitutional budget reserve fund under the authority granted in an. 1X,
sec. 17, Constitution of the State of Alaska; and

(B) same revenue sources used to calculate die money available foi
appropriation for the current fiscal year; and

(3) "tL amount of appropriations made inthe previous calendar year for the
previous fiscal year" means appropriations made from sources identified in (2) of
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Commissioner may
transfer some >rall
management to ihe
AK IVrmanent Fund

Corporation.

Department o f
Revenue must report
annually on
comparative

performance o ffund.

Policies ai<d Procedure applicable
to the Treasury Division,
Department of Revenue,

State of Alaska

thus subsection for a fiscal year that were macted during the calendar year that
ends on December 31 of that same fiscal year.

(b) 1f the amount appropriated from the budget reserve tund has not been
repaid under art. X, sec. 17(d), Constitution of the State of Alaska, the
Department of Administration .hall transfer to the budget reserve fund the amount
of money comprising the unreserved, undesignated general fund balance to be
carried forward as of June 30 of the fiscal year, or as much of it as is necessary to
complete the repayment. The transfer shall he made on or before December 16 of
the following fiscal year.

() In this section, "unrestricted revenue accruing to the general fund" or
"unreserved, undesignated geneial fund balance carried forward" is money not
restricted by law to a specific use that accrues to the general fund according to
accepted principles of govemmei -J or fund accounting adopted for the state
accounting system established under AS 3T05.150 in effect on July 1, 1990.

(d) An appropriation under art. 1X, sec. 17(b), Constitution of the State of
Alaska, requires an affirmative vote of the majority of the members of each house
of the legislature. .Anapprooriation under art. IX, sec. 17(c) requires an
affirmative vote of three-fourths of the members of each house of the legislature.

Section 37.10.430. Management of the Budget Reserve Fund, (a) The
Department of Revenue may transfer management responsibility over all or a
portion of the budget reserve fund (art. IX; sec. 17, Constitution of the State of
Alaska) to the Alaska Permanent Fund Corporation.

(b) By March 15 of each year, the Department of Revenue shall, after
consulting with the Alaska Permanent Fund Corporation, prepare a report setting
out the balance in the budget reserve fund (art. IX, sec. 17, Constitution of the
State of Alaska) on January | and on December 31 of the previous calendar year.
The report shall state the nominal, real, and realized return on the budget reserve
fund compared to the nominal, real, and realized return on the permanent fund and
the general fund during the previous calendar year.
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F. Budget Gap and the Constitutional Budget Reserve

The table below reflects the amount needed to make up the difference between the Department
of Revenue's forecast of Unrestricted General Purpose Revenue and the annuat general fund
budget, shown here as a flat S2.2517 billion (the Governor’s proposed budget) for all operating, capital,
debt service, lease payments and supplemental appropriations.(,)

Table 2-9.  Difference Between Unrestricted General Purpose Revenue
and General Fund Budget “The Gap"I*

S Million
Total Transfer (»)
Unrestricted from Alaska General
Fiscal General Putpose Science & Fund
Year Revenue Technology Appropriation Difference
Actual 2003 1.947.6 95.0 2,496.2 (1> 453 .6 «
2004 2.245.3 2,3006 55.3
2005 1,961.1 2,251 7 290.6
200C 1,770.5 2,251 7 481.2
2007 1,465.8 2.251,7 785 9
2000 1,450.7 2,251.7 801.0
2309 1,393.6 2,251.7 858.1
2010 1,390.2 2,251.7 861.5
2011 1.328.7 2,251.7 923.0
2012 1.277.0 2,251.7 974.7
2013 1,214.8 2,251.7 1,036 9
2014 1,156.0 2.251.7 1.095.7
2015 1,099.9 2.251.7 1,151.8

() The projected FY 2005-2015 budge' 0f52,2517* milion is simply a reference point for
analysis. Any budget estimate used to determine “T Gap 'will have its detractors - - some
w ill contend spending should be cut. while others will argue just as strongly that spending
should be increased to reflect inflation and population growth.

(2) The “Ciap", or draw on the ffBRF for FY 2003, is shown as the actual cash withdrawal

Budget Gap and the CBR
Spring 2004 Fall 2003 Revenue Sources Book - 19



Available Balance in Constitutional Budget

Beginning balance as of July 1

Cash flow (borrowing) and repayment.

Net cash flow borrowing

Additional (deficit borrowing) or
repayment

Subfunds swept per Article IX, section 1
Subfund balances appropriated back

Direct appropriations:
Treasury operations

New revenues
Appropriated fund transfer' jm GF

Ending balance as of June 30 (audited)

Inthosands

FY 2002 FY 2003

3,110.104 2,466.918

(100,000) (100,000)

*x

(100,000) (100,000)

(100,000) (50,000)

(100,000) (100,000)

(100,000) (100,000)

(100,000) & (50,000)
(100,000)
(100.000)

50,000 85,000
(750,000) (415.000)
(134,312) (83.120)

130,695 88.755
(101,947) (130,695)
(125) (121)
212.503 166,819
2.468,
488,818 2,093.556

Reserve Fund

FY 2004

2,093,556

(100,000)
(100,000)
(100,000)
100,000
100,000
100,000

(10,785)
94,627
(88,755)
(109)
61,627

4,917

3.155,078

Please direct any questions about this information to Lisa Pusich, State Accountant at 465-5616.

Available Balance in CBR

FY 2005

2,155,078

(100,000)

(100,000) /

100,000

100,000

<P
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