HCS HIR 12 -- LIMTS ON STATE APPROPRI ATI ONS
SPONSOR:  Lager (Bearden)

COMM TTEE ACTION:  Voted "do pass" by the Commttee on Budget by
a vote of 17 to 9.

Thi s proposed constitutional anmendnent prohibits appropriations
in any fiscal year fromexceeding the total state general revenue
appropriations fromthe previous year by nore than the
appropriations growmh limt. The appropriations growth limt is
the greater of zero or the sumof the annual rate of inflation
and the annual M ssouri popul ati on grow h.

For any fiscal year in which the net general revenue collections
are in excess of 1% above the authorized net general revenue
appropriations allowed, the excess is to be transferred in equal
anounts to the Cash Operating Reserve Fund and t he Budget Reserve
Fund. Any revenue in excess of the specified limts wll be
refunded, pro rata, based on tax liabilities reported in the tax
year in which the fiscal year ended. Any taxpayer can designate
on the state inconme tax return that any refund be credited to the
t axpayer’s future tax years.

Total state general revenue appropriations nmay exceed the
appropriations limt only if the Governor declares an energency
and the General Assenbly approves appropriations to neet the
energency. The funds appropriated to neet the enmergency wll not
i ncrease the appropriation |imt for the succeeding fiscal year.

New or increased tax revenues or fees receiving voter approval
will be exenpt fromthe cal culation of the appropriations growh
limt for the year in which they are passed.

One-half of the balance in the Budget Reserve Fund is to be
transferred to the Cash Operating Reserve Fund. The Cash
Operati ng Reserve Fund’s maxi num bal ance is 5% of the net general
revenue collected in the previous fiscal year. Funds in excess
of the maxi mum bal ance will be transferred to the General Revenue
Fund.

In any fiscal year in which the Governor reduces expenditures

bel ow anobunts appropriated, the Governor nmay request an energency
appropriation fromthe Budget Reserve Fund. |If the request is
approved by the General Assenbly, funds may be restored to any
expendi ture aut horized by existing appropriations. The Budget
Reserve Fund's maxi num bal ance at the end of a fiscal year is 7%
of the net general revenue collections for the previous fiscal
year. Funds in excess of the maxi num bal ance are to be
transferred to the CGeneral Revenue Fund. |f the balance is |ess



than 7% the difference will be transferred fromthe General
Revenue Fund.

Funds appropriated and expended fromthe Budget Reserve Fund nust
be paid back within five years of the original transfer date.

FI SCAL NOTE: Estimted Effect on General Revenue Fund of an

| ncone of $0 in FY 2006, a Cost of $116,010 in FY 2007, and an
I ncome of $0 in FY 2008. No inpact on Oher State Funds in FY
2006, FY 2007, and FY 2008.

PROPONENTS: Supporters say that the bill is a spending
limtation bill based on a wei ghted Consuner Price Index and w ||
make needed changes to the constitution. The constitution’s
current revenue limt has not been sufficient to keep state
gover nnent expenditures fromgrow ng. Periods of recession wll
be hel ped by the rainy day provisions of the bill. Expenditures
i n Mssouri have out-paced the growh in famly incones. Wen
M ssouri needs to reduce spending, the state tends to reduce

sal aries, staff, expenses, and prograns. O her states have a
simlar spending limt and have reduced taxes and are inproving
and growi ng. Anytine an econony grows, enploynment will inprove
as new jobs are created.

Testifying for the bill were Representative Bearden; Anerican
Legi sl ati ve Exchange Council; M ssouri Chanber of Comrerce and
I ndustry; and Associated Industries of M ssouri.

OPPONENTS: Those who oppose the bill say that it is totally
unnecessary. Wen M ssouri is short on funds, prograns are
under funded; but when revenue all ows, prograns can grow al ong
with the econony. M ssouri state workers are the |owest paid
state workers in the nation, and M ssouri state taxes are one of

the lowest in the nation. The bill will make the current budget
crunch permanent and shrink state governnent. It will cut state
j obs, lose federal funds, and ignore the needs of Mssouri’s | ow
I ncome, senior, disabled, and nentally ill citizens.

Testifying against the bill were M ssouri Budget Project; AARP
Covenant House M ssouri; M ssouri National Education Association;
M ssourians for Tax Justice; and Paraquad, |ncorporated.

Karl a Strobel, Legislative Analyst



