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FUNDSAFFECTED: X GENERAL IMPACT: State & Local
X DEDICATED
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Summary of L egislation: Thishill limitsincreasesin state expendituresto an amount based on theincrease
in inflation. The bill allows voters or two-thirds of the members of the General Assembly to authorize
additional spending.

Effective Date: July 1, 2000.

Explanation of State Expenditures: Thisbill establishes a maximum annual percentage change for state
government expendituresto be the lesser of inflation (defined asthe Consumer Price Index- CPI) plus 1%,
or 6%. If revenues exceed the expenditure limit, the excess shall be refunded in the next fiscal year. The
Genera Assembly may authorize spending that exceedsthe expenditure limit if ajoint resolution isadopted
by two-thirds of the members of both the House and Senate. This resolution may apply to only one fiscal
year.

Thebill allowsindividualsto file alawsuit to enforce the state expenditure limits. Successful plaintiffsare
allowed costs and reasonabl e attorney fees. The state may recover costs and reasonabl e attorney feesif asuit
isruled frivolous.

Revenue collected, kept or spent in violation of thisstatutefor four fiscal years preceding the datethelawsuit
is filed will be refunded commencing for each fiscal year on the date the state exceeds the spending
[imitation.

The state may use any reasonable method to refund revenues which are in excess of the spending limits
including temporary tax credits or rate reductions. Refunds do not need to be proportional when prior
payments are impractical to identify or return. Refund methods are also subject to judicial review.

This bill applies to appropriations beginning in FY 2002. According to December 15, 1999 Surplus

SB 21+ 1



Statement, FY 2001 budgeted appropriations are $10,052.3 M. The average annual inflation rate for the last
five calendar years hasbeen 2.4%. Depending on thelevel of inflationin 2001, FY 2002 expenditures could
berestricted to a 3.4% increase. The current Revenue Forecast also projects a5% increasein General Fund
and Property Tax Replacement Fund revenue from FY 2000 to FY 2001. There is no official forecast of
revenue collections for FY 2002 and beyond.

The impact on state spending and the amount of revenue which would be available for refund is subject to
legidlative, executive and judicial actions.

Background Information: The CPI for thelast five calendar yearsaswell astheminimal limitsset out inthis
bill areidentified below.

Calendar Year % Change CPI CPI + 1%
CY 94 2.59% 3.59%
CY 95 2.83% 3.83%
CY 96 2.95% 2.95%
Cy 97 2.29% 2.29%
CY 98 1.56% 2.56%

Explanation of State Revenues:

Explanation of L ocal Expenditures. Distributions of state revenue to local units of government are
dependent on the disposition of state appropriations.

Explanation of L ocal Revenues:

State Agencies Affected: Attorney General's Office, State Budget Agency, General Assembly.

L ocal Agencies Affected: Courts.

I nformation Sources:. GF & PTRF Statement of Combined Estimated Unappropriated Reserve, December
15, 1999; December 15, 1999 State Revenue Forecast; State Budget Agency.
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