
































































































































I1. Background Discussion

The Governor’s Charge

The Alabama Citizens’ Constitution Commission created by Executive
Order One directed the Commission to hold public hearings, deliberate,
and draft suggested revisions to Alabama’s Constitution in specified
areas. Among the arsas the Commission was asked to study was:

“The current system of earmarking in state budgetary matters
while ensuring that our children’s educations are fully
funded.”

The “Current System of Earmarking in State Budgetary Matters”

The “current system of earmarking in state budgetary matters”
identified in the Governor’s charge consists of both constitutional and
statutory earmarking of taxes and other revenues, resulting in the
earmarking of nearly ninety percent of the taxes and fees levied by the
state of Alabama, well in excess of the proportion earmarked by any
other state.l : ‘

This delineation between constitutional and statutory earmarking is
further complicated by the fact that in some cases constitutional
earmarking is implemented by separate statutory provisions that would
continue to apply even if the congtitutional earmarking provisions were
repealed. This is true in the case of highway and vehicular use taxes
and fees, which are earmarked constitutionally by Amendment 354,
Alabama, Constitution, and then separately provided for in the statutory
provisions in Alabama Code, Title 40, levying the particular taxes and
fees.

Instances of both constitutional and statutory earmarking in Alabama,
are discussed below.

“While Ensuring That Our Children’s Bducations are Fully Funded”

! The most recent study of state earmarking of state taxes is Dedicated State Tax Revenues: A Fifty-State
Report, prepared by the Fiscal Planning Services, Inc., published June 12, 2000 (hereinafier “Dedicated
State Tax Revenues™). Dedicated StateTax Revenues is based on revenues for fiscal year 1997.
According to that report, Alabama earmarked 87 percent of its tax revenues, compared to a national
average of 27 percent. Nevada is next with 64.5% of its taxes earmarked.

41



The “current system of earmarking in state budgetary matters” includes
provisions for funding our children’s educations. These include, at the
constitutional level, the earmarking of 3 mills of the 6.5 mill state
property tax “for the support and maintenance of the public schools”
under Section 260 of the Alabama Constitution and the earmarking of
nearly all the state income tax “for public school teachers salaries.”
There are also important and substantial statutory provisions
earmarking particular taxes and fees in whole or in part for education,
including the largest portion, by far, of the state sales taxes.

When addressing issues of the earmarking of taxes or fees for education,
the Commission has adopted the guiding principle, consistent with the
Governor’s Charge, that in recommending changes with respect to
specific earmarking provisions dedicated to education, the education
function should be “held harmless” so that the funding for “our
children’s educations” is not reduced?.

Constitutional Barmarking in Alabama.

The Alabama Constitution ineludes four provisions earmarking or
dedicating particular taxes or feess:

1. Three Mill Property Tax Earmarked for Schools. Section 260 of
the Constitution, as criginally adopted in 1901, earmarks “thirty
cents of each one hundred dollars [i.e., 3 mills] of taxable property
in this state . . . for the support and maintenance of the public
schools”. Total state property tax collections in fiscal year 2002
were $193,000,000%. Since the state property tax is fixed at 6.8
mills, with 3 mills earmarked for education, the total amount of
property tax revenues earmarked for education under Section 260
would be a little less than one-half of the total collections, i.e.,
somewhat less than $100,000,000.

2Thisisa significant constraint, since, according to Dedicated State Tax Revenues, Alabama dedicates
70.3 % of its revenues, apart from highway and vehicle user taxes, to education. However, some other
states dedicate a substantial portion of state revenues to education. Qur neighboring state of Tenmessee, for
example, dedicates 41.5% of non-highway tax revenues to education. And of course if is a common
feature of state government today that education is the largest item in the state budget, whether funded with
earmarked or un-earmarked revenues.

* The constitutional provisions discussed below earmark taxes and fees. In addition, the Constitution
earmarks other state revenues, particularly those from oil and gas leases. See Amendment 450,
Amendment 666, and Amendment 668. The Commission has limited itself to the provisions earmarking
taxes or fees.

*  Information as to amounts of collections in fiscal 2000 is drawn from the Alabama Legislative Fiscal

Office’s publication A Legislator’s Guide to Alabama’s Taxes: A Summary of the Major Revenue Sources
of the State of Alabama (January, 2003), but have been rounded-off.
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<. Income Tax Earmarked for Property Tax Relief and for Teacher
Salaries. Section B of Amendment 61 of the Alabama Constitution
earmarks the “net proceeds” of the income tax as follows: First,
“[t]o replace the revenue lost to the several funds of the state by
reason of the exemption of homesteads from the state ad valorem
tax,” and, second, “[t]he residue [t0] be placed in the state treasury
to the credit of the Alabama special education trust fund to be used
for the payment of public school teachers salaries only.” In Fiscal
Year 20082, net income tax collections from individuals was
$2,031,000,000 and from corporations $193,000,000, resulting in
total net income tax collections of $2,224,000,000. Of this
$31,000,000 was distributed to the Property Tax Relief Fund,
leaving $2,1982,000,000 for the Education Trust Fund.

3. Highway and Vehicle Use Taxes and Fees. Amendment 93, as
ammended by Amendment 354, earmarks “moneys derived from any
fees, excises, or license taxes, levied by the state, relating to
registration, operation, or use of vehicles upon the public highway
except a vehicle-use tax imposed as a sales tax, and . . . moneys
derived from any fee, excises, or license taxes, levied by the state,
relating to fuels used for propelling such vehicleg.” The purposes for

“which such moneys can be used are limited to the costs of
administering such laws and the “cost of construction,
reconstruction, maintenance and repair of public highways and
bridges, costs of highway rights-of-way, payment of highway
obligations, the cost of traffic regulation, and the expense of
enforcing state traffic and motor vehicle laws .. ..” In fiscal 2002,
collections from these taxes and fees were approximately
$737,000,000 ($392,000,000 from the state gasoline tax;
$117,000,000 from the state diesel tax; an amount estimated at
$155,000,000 from motor vehicle registration taxes and fees;
$69,000,000 from the petroleum commodities fees—this revenue
may be entirely mandated by Amendment 93 but may be in part
statutory only; $3,100,000 from oversize/overweight fees; and
$77,000 from the comparatively modest motor carrier mileage tax).

4. Game and Fish Fund. Finally, Amendment 872 earmarks for the
Game and Fish Fund monies derived from hunting and fishing
licenses and related revenues. Total fishing license collections in
fiscal year 2002 were $6,360,000 and from hunting licenses
$8,780,000, for a total of approximately $15,000,000.

All told, something in the range of $3 billion of annual state tax and fee
collections are constitutionally earmarked, with the income tax
earmarking for education accounting for the bulk of this, followed by
the taxes and fees related to highway and vehicle use.
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B. Statutory earmarking: Statuiory earmarking of taxes and fees

take two different forms: those in implementation of constitutional
earmarking provisions, and those not based on any constitutional
mandate.

1. Statutory earmarking implementing constitutional provisions.

a. Highway and vehicle use taxes and fees. The principal example of

statutory provisions earmarking implementing constitutionally
mandated earmarking provisions are those involving higshway and
vehicle use taxes and fees: ‘

Under Alabama Code sections 40-17-70 through 40-17-82,
extensive statutory provisiong provide for the distribution of the
state’s three gasoline levies (total collections in 8001-02 of
$392,000,000) to recipients that include Department of
Transportation’s Road and Bridge and Fund and the counties
(with a part of the counties’ portion distributed on a per capita
basis and a part distributed to the counties equally, as well as to
the Department of Conservation.

Under Alabama Code section 40-17-13, diesel taxes are
distributed in a less elaborate but still earmarked fashion; first
for the repayment of highway bonds and then to the DOT’s Road
and Bridge Fund. (The amount involved in 2001-08 was
$117,000,000.)

Under Alabama Code section 40-12-269, 40-12-270, and 40-12-
274 the proceeds from motor vehicle registration fees are
distributed as provided in thoge sections, with the beneficiaries
including the municipalities where the vehicle is registered as
well as the counties and the Road and Bridge Fund. (The total
amount involved in 001-0R is estimated at $156,000,000.)

Under Alabama Code section 8-17-91, Petroleum Commodities
Fees are dedicated as provided therein, the beneficiaries
including the Department of Agriculture and Industries as well ag
the muniecipalities, the counties, and the Road and Bridge Fund.
Though these fees are not entirely within Amendment €3 and
354 since they involve petroleum products for other than
highway uses, the total amount involved in 2001-02 was
$69,000,000.
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« Under Alabama Code section 3a-9-89, Oversize/Overweight
Permit Fees are statutorily dedicated to the Road and Bridge
Fund. (In 2001-02, the total fees were $3,200,000.)

* TFinally, under Alabama Code section 40-198-17, the receipts from
the Motor Carrier Mileage Tax (total collections in 2001-02 were
$77,000) are distributed in a manner set forth therein, first, for
the costs of collection of the Department of Revenue and the
Public Service Commission, with the remainder to the Public
Road and Bridge Fund.

Thus, over $700,000,000 of revenues is earmarked by these statutory
provisions and would remain earmarked, even if Amendments 93/354 are
repealed.

b. Property Tax Relief Fund, Implementing Amendment 61’s
provision earmarking the state income tax first “[t]o replace the
revenue lost to the several funds of the state by reason of the exemption
of homesteads from the state ad valorem tax”, Alabama Code section 40-
8-24 establishes a “Property Tax Relief Fund”. Of the 6.5 mills of state
property taxes lost by reason of the exemption of homesteads, 8.5 mills
(of the value exempted) goes to the General Fund, 1 mill to the Soldier's
Relief Fund, and 3 mills to the Public School Fund. Though the statute
doesn’t so state, the source of the funds is, pursuant to Amendment 61,
the proceeds of the state income tax.

The total amount of monies involved in fiscal 2002 were $31,000,000.
The amount earmarked under this provision is relatively stable from
year to year: in fiscal 2001 it was approximately $30,000,000 and in
2000 approximately $29,000,000.

&. Statutory Earmarking Provisions Not Based on Any
Constitutional Provisions:

Finally, there are a number of very significant earmarking provisions
resting only on statutory authority, without any mandate from the
congtitution.

These include:

* The state general sales tax, resulting in collections of
$1,5650,000,000 in 20082, and the closely related use tax, which
regulted in collections of $198,000,000 in fiscal 2002. The bulk
of these revenues are dedicated to education ($1,440,000,000
and $1885,000,000, respectively, in 008). Another related taxis
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the tax on renting or leasing personal property, which generated
$65,000,000 in revenues in 2002. Originally this tax,
established in 1971, was entirely dedicated to education; in 1988
that was altered so that sixty percent went to the General Fund;
and now, effective January 1, 2001, the entire proceeds go to the
(General Fund. _

The utility gross receipts tax, which resulted in collections of
$316,800,000 in 2002, of which $14.6 million was dedicated to
the Mental Health Fund, with the balance to the Education Trust
Fund. _

The public utilities license tax, with collections of $94,000,000 in
2002, of which 15%, after costs of collection, went to the General
Fund, and the balance to the Mental Health Fund.

The beer tax (B cents per 12 fluid ounces or fraction thereof)
generated $51,000,000 in 2002. 'Two cents of the beer tax is
dedicated to the Education Trust Fund, 1 cent to the Department
of Humamn. Resources, one-half cent to the “wet commes and 1.5
cents to the General Fund.

The cigarette tax generated collections of $61,000,000 in fiscal
<008, one-third of which was dedicated to a variety of purposes
and funections, including mental health, mth the remaining two-
thirds to the General Fund.

The oil and gas privilege tax generated revenues of $39,000,000
in 8002, down 50% from 2001 revenues of $77,000,000. (2000
revenues were up 81% over 1999 revenues.) The oil and gas

. production tax generated $15,000,000 in 2002, but it also varies
considerably from year to year—in 2001 it generated revenues of
$30,000,000. A substantial portion of the privilege tax is
earmarked for the counties where production occurs.

The lodging tax generated collections of $31,000,000 in 008, of
which & little more that one-fourth was dedicated to the support
of tourism in various ways, with the remainder going to the
General Fund.

Medicaid provider taxes on pharma.ceutlca.l and nursing home
providers resulted in collections of $37,000,000 in 2002, which
were entirely dedicated to indigent health care, including
matching federal Medicare funds.

Insurance premium tax generated revenues of $216,000,000 in
2002 of which approximately 80% was earmarked for education
and 3% for mental health services, with the bala.nee going to the
General Fund. .

Ag an example of earmarking of a smaller revenue stream,
marriage license fess resulted in collections of a $1,300,000 in
20082 is used to fund domestic violence facilities.
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III. RBeasons for RBecommendations

A. Prohibition of Future Earmarking of Taxes.

The Commission’s first recommendation is that future earmarking of
taxes be prohibited.

This proposal is drawn from the Brewer Comrnission’s 1973
Proposed Constitution, which in turn was drawn from a provision in
the National Muncipal League’s Model State Constitution. Alaska
adopted such a provigion as part of its statehood constitution and is
now one of the state’s with the lowest percentage of its revenues
earmarked.

As drafted by the Commission, this proposed provision would apply
not only to new taxes but also to changes in the provisions of taxes,
such as alterations of deductions, exemptions, classifications,
credits, and allowances that operate to increase the revenue derived
from atax. If, for example, there was an elimination of the Federal
Income Tax Deduction for purposes of the Alabama state income tax,
the resulting increase would be unearmarked.

B. “Sunset” provision as to existing statutory dedication of
taxes.

While a large percentage of earmarking of revenues in Alabama, is
pursuant to constitutional provisions, enormous amounts are
earmarked by statutory provisions that are not mandated by the
Constitution. Some of these are described above.

The Legislature of course has the power to examine such statutory
earmarking at any time and to remove earmarking provisions, if and
to the extent it deems justified. Under the basic principle of
representative democracy, the Commission believes that it is the
role of the Legislature to make those decisions.

The Commission’s proposal for a procedure “sunsetting” statutory
earmarking provisions (where not mandated by the Constitution
and except where revenues are pledged to secure honded
indebtedness) does nothing more than encourage the Legislature to
undertake that task. How the task is carried out would be up to the
Legislature. For exampie, the Legislature might see fit to appoint a
cornmission to make recommendations as to which earmarking
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provisions should be “sunset” and to what extent. Orthe
Legislature itself could undertake the task of determining what
earmarked provisions should continue.

C. Proposals as to Constitutional Earmarking of Taxes for
Education.

Earmarking of taxes impacts on two separate but related processes.
Earmarking not only affects the budgetary process, but it also
impacts the making of tax policy by giving particular stakeholders
an interest in the specific terms of an earmarked tax.

This impact is felt particularly keenly in connection with
Amendment 61’s earmarking of income taxes for education,

On the one hand, the Commission embraces the constraint in the
Governor’s charge with respect to funding our children’s education.

But at the same time, that particular tax, the income tax, may be
central to resolving questions of tax fairness which have been so
much discussed in our state. It is itnportant to address those issues
while “holding harmless” the funding of education.

A similar though not quite so pressing a. point can be made about the
earmarking of property taxes for education.

The result is the Commission’s proposal to “hold harmless” the
funding of education from the presently earmarked income and
property taxes (with a built-in escalator, since these are—in most
years anyway—growth taxes).

It must be frankly acknowledged that this ig not a proposal that
addresses the impact of these provisions on the budgetary process; it
is a proposal that, pursuant to the Governor’s charge, protects the
existing constitutionally privileged funding of education while
unlinking education funding from specific tax reform issues. Given
the importance of tax fairness to building the level of trust that
Governor Riley has so eloquently identified as a major goal of his
adminigtration, it is believed that adoption of this proposal would be
& major step forward.
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D. Alternative Proposals as to Highway and Vehicular User Fees
and Taxes.

Here the Commission presents three alternative proposals.

One alternative recormmendation is for an eighty-five percent (85%)
hold harmless provision for highway construction and maintenance,
under which fifteen percent (18%)—about $100 million annually—of
the revenue stream from highway and vehicular user fees and taxes
would be freed for other uses.

A second alternative recommendation recognizes the similarity of
the function of highway construction and maintenance to education
as a high priority government expenditure. Under this second
recomrnendation, there would be a full harmless provision for
highway construction and maintenance, together with an escalator
clause. In short, the second recommendation addresses
constitutional earmarking of highway taxes and fees in essentially
the same way that the Commission addressed constitutional
earmarking for education.

A third alternative recommendation accords highway construction
and maintenance a treatment similar to that accorded to the Game
and Fish Fund by leaving the current constitutional provisions
undisturbed

The Commission’s Report does not rank thesge three proposals.

E. Recommendation for “Hold Harmless” Provision as to
“Property Tax Relief Fund”.

In addition to earmarking the bulk of the state income tax to be paid
into the Education Trust Fund to pay teacher salaries, Amendment
61 of the Constitution also earmarks a portion of the income tax to
replace revenues lost by reason of the provision of a homestead
exemption from the state ad valorem (or property) tax. This was in
fact the original purpose for which the income tax was adopted.

The amounts involved each year are relatively modest (about $31
million in 200R) and also fairly stable (about $30 million in 2001).

The Commission recommends that this dedication of the income tax
be deleted from the Constitution, and, to “hold harmiess” the funds
benefited by the present earmarking, there be a Standing
Appropriation established in the amount the “Property Tax Relief”
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fund received from the income tax in the year prior to the adoption
of the amendment. Because the amounts earmarked under the
current provision are relatively stable, there would be no escalator
or “growth supplement” asgociated with this Standing
Appropriation.

F. Recommendation as to Game and Fish Fund.

The Commission’s recommendation is to leave unchanged present
Constitutional earmarking of fishing and hunting licenses for the
Game and Fish Fund. For one thing, this seems an example of
benefits received in exchange for fees paid, which is the type of
circumstance where earmarking may be justified. And in any event
the amounts involved are comparatively modest.
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PROPOSED CONSTITUTIONAL AMENDMENTS
REGARDING EARMARKING OF REVENUES

(THREE ALTERNATIVES)
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PROPOSED CONSTITUTIONAL AMENDMENT
REGARDING EARMARKING OF REVENUE
(Alternative Number One)

SYNOPSIS: This bill proposes an amendment to prcohibit
future dedication of taxes and to “sunset” existing
statutory provisions dedicating taxes unless extended by
the legislature; torprcvide a “hold harmless” standing
appropriation for education and for property tax relief in
lieu of formerly dedicated taxes and for a partial “hold
harmless” standing appropriation funding highway
construction and maintenance and safety in lieu of formerly
dedicated taxes; and to repeal certain tax dedication
provisions of the Constitution of Alabama of 1901.
A BILL
TO BE ENTITULETD

A N ACT

Proposing an amendment to the Constitution of Alabama
of 1901 prohibiting the dedication of taxes in the future

and providing for the termination of existing statutory

Vdedication of taxes, except those mandated by the

Constitution of the State of Alabama of 1901 or pledged to
secure bonded indebtedness, unless extended by the

legislature; providing a “hold harmless” standing
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appropriation for education in lieu of formerly dedicated
taxes with a built-in growth supplement; providing a “hold
harmless” standing appropriation for the property tax
relief fund in lieu of formerly dedicated taxes; providing
a partial “hold harmless” standing appropriation for the
funding of highway construction, maintenance and safety in
lieu of formerly dedicated taxes and fees; and repealing
certain existing tax dedication provisions iq the

Constitution of Alabama of 1501.

BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:

Section 1. The following amendment to the

Constitution of Alabama of 1201 4is hereby proposed, and

shall become valid as a part thereof when approved by a
majority of the qgualified electors of the State voting
thereon and in accordance with Sections 284, 285 and 287 of

the Constitution of Alabama of 1901, as amended.
PROPOSED AMENDMENT

“Section 1.01. Future Dedication of Taxes

Prohibited; Periodic Termination of Existing Statutory Tax

Dedication Provisicns Un;ess Continued by the lLegislature.

(a) No proceeds of any state tax hereafter levied by the

legislature, or derived from a change by the legislature in
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increésing the rate of an existing tax or the revenues
derived therefrom shall be dedicated to any special
purpose, except when required by the federal government for
state participation in federal programs or when pledged to
secure bonded indebtedness. For purposes of this |
section, changes in deductions, exemptions,
classifications, credits, allowances, and other terms of
determining the amount of a tax shall be treated as
increasing tax revenues if the estimated revenue from the
tax after the change is estimated to exceed the average
revenue, adjusted for inflation, from the tax for the
preceding three years.

{b) Any dedication of taxes for special purposes existing
as a matter of statutory law at the time of the
ratification of this amendment shall, éxcept to the extent
pledged to secure bonded indebtedness or as and to the
extent mandated by this constitution, terminate two years
(“initial date of termination”) after the ratification of
this amendment, unless and to the extent continued by act
of the legislature duly adopted after the ratification of
this amendment and prior to such date of termination.
Thereafter, at termination dates at intervals of five years
(“five year termination date”) following the initial date

of termination, any dedication of taxes for special
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purposes existing as a matter of statutory law, except to
the extent pledged to secure bonded indebtedness or as and
to the extent mandated by this constitution, shail
terminate, unless and to the extent continued by an act of
the legislature duly adopted within two years of eéch such
five year termination date.

Section 2.01. Educaticn Hold-Harmless

Provision. In order that the Education Trust Fund and the

Public School Fund, two funds established within the State
Treasury, be held harmless from this Amendment’s deletion
of provisicons of this Constitution under which certain
revenues from the state income tax, authorized under
Amendment 61 of this Constitution, were dedicated to the
Education Trust Fund and certain funds from the state
property tax, authorized under Section 214 of this
Constitution, and, under Section 260 of this Constitution,
dedicated to the Public School Fund, the following Standing
Appropriations in Lieu of Formerly Dedicated Taxes are
hereby made:

(a) Standing. Appropriations in Lieu of Formerly

Dedicated Taxes.

(1) In the fiscal year in which this amendment
becomes effective and in each subsequent fiscal

year, there is hereby appropriated from state
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revenues for such year, to be deposited in the
State Treasury to the credit of the Education
Trust Fund maintained in the State Treasury, an
amount equal to that which the Education Trust
Fund, except for this amendment, would have
received in the fiscal year in which this
amendment becomes effective from the state income
tax pursuant to the provisions of Amendment 61 of
the Constitution dedicating state income tax
revenﬁes for the Education Trust Fund (or for the
“Alabama special education trust fund” as it is
referred to in Amendment 61). The amount so
appropriated is hereinafter referred to as the
“"Standing Appropriation for Education Trust Fund
in Lieu of Formerly Dedicated Income Taxes.”
(2) There is also hereby appropriated in the
fiscal year in which this amendment becomes
effective, and in each subseguent fiscal year, to
be deposited in the State Treasury to the credit
of the Public School Fund an amount equal to that
‘ E‘_Mb“? School '
which the 1 Trust Fund, except for this
amendment, would have received in the fiscal year
in which this amendment becomes effective from

the state property tax under the provisions of
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Section 260 of the_Constitution dedicating a
portion of the state property tax, authorized
under Section 214, for “the support and
maintenance of the public schools” (as stated in
Section 260 as originally adopted) or for “the
support and furtherance of education” {(as stated
in Section 260 as amended by Amendment 111) and
under Acts of Alabama 1935, No. 194, p. 256,
Article 2, section 8 and Acts of Alabama 175,
No. 1187, p. 2319, as codified in Code of ZAlzbama
(1975), Section 40-8-3(1)). The amount so
appropriated is hereinafter referred to as the
“Standing Appropriation for Public School Fund in
Lieu of Formerly Dedicated Property Taxes.”

Growth Supplement.

(1) In each fiscal year subsequent to the year
in which this amendment becomes effective, thére
is hereby appropriated to the Education Trust
Fund an additional amount derived by multiplying
the “Standing Appropriation for Education Trust
Fund in Lieu of Formerly Dedicated Income Taxes”
amount by a fraction derived as follows:

{a) The numerator of such fraction shall be

the difference between:
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(1) the total amount of gross income
reported on returns filed by individuals and
corporations with the Department of Revenue
for the most recent year for which
information is available from the Department
of Revenue preceding the year the fiscal
year as to which the appropriation is made,
and
(ii) the corresponding amount for the most
recent vyear for which information is
avallable from the Department of Revenue
preceding the year in which this amendment
becomes effective.

(b} The dencminator shall be the total amount

of gross income reported on returns filed by

individuals and corporations with the Alabama

Department of Revenue for the most recent year

for which information is available from the

Alabama Department of Revenue preceding the

- year in which this amendment becomes
effective.
Provided, that the amount so calculated shall not
in any event reduce the amount of the “Standing

Appropriation for Education Trust Fund in Lieu of
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Formerly Dedicated Income Taxes” even if, in any

year, the calculation yieids a negative result.

(2) In each fiscal year subsequent toc the
yvear in which this amendment becomes effective
there is hereby appropriated to the Public
School Fund an additional amount derived by
multiplying the “Standing Appropriation for
Public School Fund in Lieu of Formerly
Dedicated Property Taxes” amount by a

fraction, derived as folldws:

{a) The numerator of such fraction shall be

the differénce between:
{1} the amount of the total assessed value
of property in the state according to the
Abstract of Assessments prepared by the
Department of Revenue for the most recent
year for which information is available
preceding the year as to which the

appropriation is made, and

(11} the corresponding amount for the most

recent year for which information is

59



IN IN [ [ [ — p—t u— o — [ o ek —
L2 (v ]’—‘ I© I\O IOG I‘H-l IC\ IU’I I-‘h IW IM ”""‘ ]O MO | [~2 jon fn [ fa2 ) [t

IM
=

(c)

Alteration, or Suspension. In any particular year, the

available from the Department of Revenue
preceding the year in which this amendment

becomes effective,

(b) The denominator shall be the amount of
assessed value of property in the state
according to the Abstract of Assessments
prepared by the Department of Revenue for
the most recent year for which information
is available preceding the year in which

this amendment becomes effective.

Provided, that the amount so calculated shall not
in any event reduce the amount of the “Standing
Appropriation for Public School Fund in Lieu of
Formerly Dedicated Property Taxes” even if, in
any year, the calculation yields a negative

result.

Three-Fifths Vote Requirement for Reduction,

Legislature, by three-fifths vote of the membership of

each house, may reduce, alter, or suspend an

appropriation made by this Section.
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Section 2.02. Hold-Harmless Provision for

Property Tax Relief Fund. In order that the Property Tax

Relief Fund established in the Treasury shall be held
harmless from this Amendment’s deletion of those provisions
of Amendment 61 of under which revenues lost by reason of
the exemption of homesteads from the state ad valorem tax
have been replaced by proceeds of the income tax, the
following Standing Appropriaticn in Lieu of Formerly

Dedicated Taxes is hereby made:

(a) Standing Appropriation in Lieu of Formerly

. Dedicated Taxes.

In the fiscal year in which this amendmert
becomes effective and in each subsequent fiscal
year, there is hereby appropriated from state
revenues for such year, to be deposited in the
state Treasury to the credit of the Property Tax
Relief Fund maintained in the State Treasury, an
amount equal to that which the Property Tax
Relief Fund, except for this amendment, would
have received in the fiscal year in which this
amendment becomes effective from the state income
tax pursuant tc the provisions of Amendment 61 of

the Constitution dedicating state income tax
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revenues to replace revenue lost by reason of the
éxemption of homesteads from state ad valorem
tax. The amount so appropriated is hereinafter
referred to as the “Standing Appropriation for
the Property Tax Relief Fund in Lieu of Formerly

Dedicated Income Taxes.”

(b) Three-Fifths Vote Reguirement for Reduction,

Alteration, or Suspension. In any particular year, the

Legislature, by three-fifths vote of the membership of
each house, may reduce, alter, or suspend an
appropriation made by this Section.

Section 2.03. Deletion of Provisions Dedicating

Income Taxes to the Education Trust Fund and the Property

Tax Relief Fund. All provisions of the Alabama

Constitution dedicating income tax revenues to replace
revenues lost by reason of homestead exemptions and for the
Educational Trust Fund are heréby repealed. Without
limitation of the generality of the foregoing, Amendment 61
and Section 260, as amended by Amendment 111, are amended
as set forth below:

(a) Section B of Amendment 61 of this Constitution is

amended to read as follows:

62



f—

oo I [ S % T & L

N

S S T TN S 2 R B
BR R B B B K B

=

Section B. Beginning October 1 of the year in

which this amendment becomes effective and

thereafter, all net proceeds of such tax, plus

the earnings of any investment for the trust

funds shall be placed in the state treasury to be

appropriated as the Legislature may determine.

(b) The phrase “income or other taxes levied by the

state” added to Section 260 of the Constitution by
Amendment 111 hereby deleted.

Section 2.04. Deleticon of Certain Provisions

Dedicating State Property Taxes. There is hereby deleted

from Section 260 the-provision dedicating thirty cents on
each one hundred dollars of the state property tax for “the
support and maintenance of the public schools” (as stated
in Section 260 as originally adopted) or for “the support
and furtherance of education” (as stated in Section 260 as
amended by Amendment 111). As amended, Section 260 shail
hereafter read as follows:

Section 260.

The income arising from the sixteenth section

trust fund, the surplus revenue fund, until it is

called for by the United States government, and

the funds enumerated in sections 257 and 258 of

this Constitution shall be applied to the support
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and maintenance of the public schools, and it
shall be the duty of the Legislature to increase
the public school fund from time to time as
necessity therefor and the condition of the
treasury and the resources of the state may
justify; provided, that nothing herein contained
shall be so construed as to authorizé the
Legislature te levy in any year a greater rate of
state taxation for all purposes, including
schools, than sixty-five cents on each one
hundred dollars’ worth of taxable property; and
provided further, that nothing herein contained
shall prevent the Legislature from first
providing for the payment of the bonded
indebtedness of the state and interest thereon
out of all the revenue of the state.

This amendment also repeals that provision of Acts of
Alabama 1935, No. 1%4, p. 256; Article 1, Section 8, and
Acts of Alabama 1975, No. 1187, p. 2319, as codified in
Code of Alabama (1975), Section 40-8-3(1), levying a
property tax “[flor the maintenance of the public schools
of this state, $.30 on each $100 of the assessed value of

taxable property.”
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Section 3.01. Partial Hold-Harmless Provision

for Highway and Bridge Construction and Maintenance. In

order that the functions of construction, reconstruction,
maintenance and repair of public highways and bridges,
acqﬁisition of highway rights-of-way, payment of highway
obligatioﬁs, traffic regulation, and enforcement of state
traffic and motor wvehicle laws be substantially held
harmless from this Amendment’s deletion of Amendment 93, as
amended by Amendment 354, of this Constitution under which
moneys from fees, excises, or licensé taxes, levied by the
state, relating to the registration, operation, and use of
motor vehicles upon the public highways or relating to
fuels used for propelling such vehicles may, with certain
exceptions, be used only for such functions, the following
Standing Appropriation in Lieu of Formerly Dedicated Fees
and Taxes i1s hereby made:

(a) Standing Appropriation in Lieu of Formerly

Dedicated Fees and Taxes. In the fiscal year in which

this amendment becomes effective and in each
subsequent fiscal year, there is hereby appreopriated
from state revenues for such year, for construction,
reconstruction, maintenance and repair.of public
highways and bridges, acquisition of highway rights-

of-way, payment of highway obligations, traffic
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regulation, enforcement of state traffic and motor
vehicle laws, and for matching federal grants for such
purposes, an amount equal to eighty-five percent (85%)
of that which, except for this amendment, would have
been received in the fiscal year in which this
amendment becomes effective from fees, excises, or
license taxes levied by the state, relating to the
registration, operafion, and use of motor wvehicles
upon the public highways or relating to fﬁels used for
propelling such vehicles pursuant to the provisions of
Armendment 93 of this Constitution, as amended by
Amendment 354, dedicating such fees, excises, or
license taxes for construction, reconstruction,
maintenance and repair of public highways and bridges,
acquisition of highway rights-of-way, paynent of
highway obligaticons, traffic regulation, and
enforcement of state traffic and motor vehicle laws.
The amount so appropriated is hereinafter referred to
as the “Standing Appropriation in Lieu of Formerly

Dedicated Fees and Taxes.”

{b) Reduction of Amount of Any Statutory Dedication

of Fees and Taxes. BAny dedication of taxes for
construction, reconstruction, maintenance and repair

of public highways and bridges, acquisition of
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highway rights-of-way, payment of highway
ocbligatiens, traffic regulation, and enforcement of
state traffic and motor vehicle laws existing as a
matter of statutery law at the time of the
ratification of this amendment is hereby amended so
that only eighty-five percent (85%) cf such taxes
shall thereafter be dedicated for such purposes and
the remaining fifteen percent (15%) shall be paid
into the General Fund. Furthermore, the total amount
of the Standing Appropriation in Lieu of Formerly
Dedicated Fees and Tages and Growth Supplement
hereinabove provided for shall, in any fiscal vyear,
be reduéed by the amount of any moneys derived from
fees, excises, or license taxes, levied by the
state, relating to the registration, operation, 'and
use of motor vehicles upon the public highways or
relating to fuels used for propelling such vehicles:
which the Legislature shall have dedicated for
construction, reconstruction, maintenance and repair
of public highways and bridges, acquisition of
highway rights-of-way, payment of highway
obligations, traffic regulaticn, and enforcement of

state traffic and motor vehicle laws.
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(c) Three-Fifths Vote Requirement for Reduction,

Alteration, or Suspension. In any particular year,

the Legislature, by three-fifths vote of the
membership of each house, may reduce, alter, or
suspend an appropriation made by this Section.

Section 3.02. Deletion of Provisions Dedicating

Highway and Vehicular User Fees and Taxes. Amendment 93

of this Constitution, as amended by Amendment 354, is
hereby repealed.”

Section 2. Unless otherwise provided by the
Legislature, an election upon the proposed amendment is
ordered to be held on the date of the first statewide
general or special election held in the State aftér the
expiration of three months from final adjournment of the
session of the Legislature at which the act proposing the
amendment hereinabbve proposed is adopted. The election
shall be held in accordance with the provisions of Section
284 and 285 of the Constitution of Alabama of 1901, as
amended, and the general election laws of the State.

Section 3. Notice of the election and of the

proposed amendment shall be given by proclamation of the
Governor, which proclamation shall be published once a week
for four successive weeks next preceding the day appointed

for the election in a newspaper in each county of the
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State. In every county in which no newspaper is published,

a copy of the notice shall be posted at each courthouse and

post office in such county.
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PROPOSED CONSTITUTIONAL AMENDMENT
REGARDING EARMARKING OF REVENUE
(Alternative Number Two)

SYNOPSIS: This bill proposes an amendment to prohibit
future dedication of taxes and tc “sunset” existing
statutory provisions dedicating taxes unless extended by
the legislature; to provide a “hold harmless” standing
appropriation for education and for property tax relief in
lieu of formerly dedicated taxes and for a “hold harmless”
standing appropriation. funding highway construction and
maintenance and safety in lieu of formerly dedicated taxes
and fees; and to repeal certain tax dedication provisions
of the Constitution of Alabama of 1901.
A BII L L
TO BE ENTITLED
AN ACT

Proposing an amendment to the Constitution of Alabama
of 1901 prohibiting the dedication of taxes in the future
and providing for the termination cf existing statutory
dedication of taxes, except those mandated by the
Constitution of the State of Alabama of 1901 or pledged to
secure bonded indebtedness, unless extended by the
legislature; providiﬁg & “hold harmless” standing
appropriétion for education in lieu of formerly dedicated

taxes with a built-in growth supplement; providing a “hold
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harmless” .standing appropriation for the property tax
relief fund in lieu of formerly dedicated taxes; providing
a “hold harmless” standing appropriation for the funding
of highway construction, maintenance and safety in lieu of
formerly dedicated taxes and fees with a built-in growth
supplement; and repealing certain existing tax dedication
provisions in the Constitution of Alabama of 1901.

BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:

~Section 1, The following amendment to the
Constituticon of Alabama of 190i is hereby proposed, and
shall become valid as a part thereof when approved by a
majority of the qualified electors of the State voting
thereon and in accordance with Sections 284, 285 and 287 of

the Constitution of Alabama of 1901, as amended.
PROPOSED AMENDMENT

“Section 1.01. Future Dedication of Taxes

Prohibited; Periodic Termination of Existing Statutory Tax

Dedicatiocon Provisioﬁs Unless Continued by the Legislature.
(a) No proceeds of any state tax hereafter levied by the
legislature, or derived from a change by the legislature in
increasing the rate of an existing tax or the revenues
derived therefrom shall be dedicated to any special

purpose, except when required by the federal government for
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state participation in federai brograms or when pledged to
secure bonded indebtedness. For purposes of this
section, changes in deductions, exemptions,
classifications, credits, allowances, and other terms of
determining the amount of a tax shall be treated as
increasing tax revenues if the estimated revenue from the
tax after the change is estimated to exceed the average
revenue, adjusted for inflation, from the tax for the
preceding three years.

(b) Any dedication of taxes for special purposes‘existing
as a matter of statutory law at the time of the
ratification of this amendment shall, except to the extent
pledged to securé bonded indebtedness or as and to the
extent mandated by this constitution, terminate two years
{("initial date of termination”) after the ratification of
this amendment, unless and to the extent continued by act
of the legislature duly adopted after the ratification of
this amendment and prior to such date of termination.
Thereafter, at termination dates at intervals of five years
(“five year termination date”) following the initial date
of termination, any dedication of taxes for special
purposes existing as a matter of statutory law, except to
the extent pledged to secure bonded indebtedness or as and

to the extent mandated by this constitution, shall
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terminate, unless and to the extent continued by an act of
the legislature duly adepted within two years of each such
five year termination date.

Section 2.01. Fducation Hold-Harmless

Provision. In order that the Education Trust Fund and the

Public School Fund, two funds established within the State
Treasury, be held harmless from this Amendment’s deletion
of provisions of this Comstitution under which certain
revenues from the state income tax, authorized under
Amendment 61 of this Constitution, were dedicated to the
Education Trust Fund and certain funds from the state
property tax, authorized under Section 214 of this
Constitution, and, under Section 260 of this Constitution,
dedicated to the Public Schocl Fund, the following Standing
Appropriations in Lieu of Formerly Dedicated Taxes are
hereby made:

(a) Standing Appropriations in Lieu of Formerly

Dedicated Taxes.

(1) In the fiscal year in which this amendment
becomes effective and in each subsequent fiscal
yeaxr, there is hereby appropriated from state
revenues for such year, to be deposited in the
State Treasury to the credit of the Education

Trust Fund maintained in the State Treasury, an
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amount equal to that which the Education Trust
Fund, except for this amendment, would have
received in the fiscal year in which this
amendment becomes effective from the state income
tax pursuant to the provisions of Amendment 61 of
the Constitution dedicating state income tax
revenues for the Education Trust Fund (or for the
“Alabama special education trust fund” as it is
referred to in Amendment 61). The amount so
appropriated is hereinafter referred to as the
“Standing Appropriation for Education Trust Fund
in Lieu of Formerly Dedicated Income Taxes.”

(2) There is also hereby appropriated in the
fiscal year in which this amendment becomes
effective, and in each subsequent fiscal year, to
be deposited in the State Treasury to the credit
of the Public School Fund an amount equal to that
which the Eggggéggn éié&gagund, except for this
amendment, would have received in the fiscal year
in which this amendment becomes effective from
the state property tax under the provisions of
Section 260 of the Constitution dedicating a
portion of the state property tax, authorized

under Section 214, for “the support and
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maintenance of the public schools” (as stated in
Section 260 as originally adopted) or for “the
support and furtherancé of education” (as stated
in Section 260 as amended by Amendment 111) and
under Acts of Alabama 1935, No. 194, p. 256,
Articlie 2, section 8 and Acts of Alabama 1975,
No. 1187, p. 2319, as codified in Code of Alabama
(1875), Section 40-8-3(1)). The amount so
appropriated is hereinafter referred to as the
“Standing Appropriation for Public School Fund in

Lieu of Formerly Dedicated Property Taxes.”

~ Growth Supplement.

{1) In each fiscal year subsequent to the
year in which.this amendment becomes effective,
there is hereby appropriated to the Education
Trust Fund an additional amcunt derived by
multiplying the “Standing Appropriation for
Education Trust Fund in Lieu of Formerly
Dedicated Income Taxes” amount by a fraction
derived as follows:

(a) The numerator of such fraction shall be

the difference between:

(i) the total amount of gross income

‘ reportéd on returns filed by individuals and
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corporations with the Department of Revenue
for the most recent year for which
information is available from the Department
of Revenue preceding the year the fiscal
year as to which the appropriation is made,
and

{ii) the corresponding amount for the most
recent year for which information is
available from the Department of Revenue
preceding the year in which this amendment

becomes effective.

(b) The denominator shall be the total amount
of gross income reported on returns filed by
individuals and corporations with the Alabama
Department of Revenue for the most recent year
for which information is available from the
Alabama Department of Revenue preceding the
year in which this amendment becomes
effective.
Provided, that the amount so calculated shall not
in any event reduce the amount of the “Standing
Appropriation for Education Trust Fund in Lieu of
Formerly Dedicated Income Taxes” even if, in any

year, the calculation yields a negative result.
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(2) In each fiscal year subsequent to the
yvear in which this amendment becomes effective
there is hereby appropriated to the Public
School Fund an additicnal amount derived by
multiplying the “Standing Appropriation for
Public Scheoeol Fund in Lieu of Formerly
Dediceted Property Taxes” amount by a
fraction, derived as follows:
(a} The numerator of such fraction shall be
the difference between:
(1) the amount of the total assessed value
of property in the state according to the
Abstract of Assessments prepared by the
Department of Revenue for the most recent
year for which information is available
preceding the year as to which the
appropriation is made, and
(i1) the corresponding amount for the most
recent year for which information is
available from the Department of Revenue
preceding the year in which this amendment
becomes effective.
{b} The denominator shall be the amcunt of

assessed value of property in the state
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according to the Abstract of Assessments
prepared by the Department of Revenue for the
most recent year for which information is
avallable preceding the year in which this
amendment becomes effective.
Provided, that the amount so calculated shall not
in any event reduce the amount of the “Standing
Appropriation for Public Scheool Fund in Lieu of
Formerly Dedicated Property Taxes” even if, in
any year, the calculation yields a negative
result.

{c) Three-Fifths Vote Requirement for Reduction,

Alteration, or Suspension. In any particular year,

the Legislature, by three-fifths vote of the
membership of each house, may reduce, alter, or
Suspend an appropriation made by this Section.

Section 2.02. Hold-Harmless Provision for

Property Tax Relief Fund. In order that the Property Tax

Relief Fund established in the Treasury shall be held
harmless from this Amendment’s deletion of those provisions

of Amendment 61 of under which revenues lost by reason of

the exemption of homesteads from the state ad valorem tax

have been replaced by proceeds of the income tax, the
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following Standing Appropriation in Lieu of Formerly
Dedicated Taxes is hereby made:

(a) Standing Appropriation in Lieu of Formerly

Dedicated Taxes. In the fiscal year in which this

amendment becomes effective and in each subseguent
fiscal year, there is hereby appropriated from state
revenues for such year, to be deposited in the State
Treasury to the credit of the Property Tax Relief
Fund maintained in the State Treasﬁry, an amount
equal to that which the Property.Tax Relief Fund,
except for this amendment, would have received in
the fiscal year in which this amendment becomes
effective from the state income tax pursuant to the
provisions of Amendment 61 of the Constitution
dedicating state income tax revenues to replace
revenue lost by reason of the exemption of
homesteads from state ad valorem tax. The amount
50 appropriated is hereinafter referred to as the
“Standing Appropriation for the Property Tax Reiief
Fund in Lieu of Formerly Dedicated Income Taxes.”

(b} Three-Fifths Vote Requirement for Reduction,

Alteration, or Suspension. In any particular year, the

Legislature, by three-fifths vote of the membership of
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each house, may reduce, alter, or suspend an
appropriation made by this Section.

Section 2.03. Deletion of Provisions Dedicating

Income Taxes to the Education Trust Fund and the Property

Tax Relief Fund. All provisions of the Alabama

Constitution dedicating income tax revenues to replace
revenues lost by reason of homestead exemptions and for the
Educational Trust Fund are hereby repealed. Without
limiﬁation of the generality of the foregoing, Amendment 61
and Section 260, as amended by ZAmendment 111, are amended
as set forth below:
(a) Section B of Amendment 61 of this Constituticn is
amended to read as follows:
Section B. Beginning October 1 of the year in
which this amendment becomes effective and
thereafter, all net proceeds of such tax, plus
. the earnings of any investment for the trust
funds shall be placed in the state treasury to be
appropriated as the Legislature may determine.
- (b) The phrase “income or other taxes levied by the
state” ‘added to Section 260 of the Constitution by
Amendment 111 hereby deleted.

Section 2.04. Deletion of Certain Provisions

Dedicating State Property Taxes.
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There is hereby deleted from Section 260 the provision
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dedicating thirty cents on each one hundred dolilars cof the

ES

state property tax for “the support and maintenance of the

[

public schools” (as stated in Section 260 as originally

[

adopted)
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or for “the support and furtherance of education”

(as stated in Section 260 as amended by Amendment 111).

s}

As amended, Section 260 shall hereafter read as follows:
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Section 260.

The income arising from the sixteenth section
trust fund, the surplus revenue fund, until it is
called for by the United States government, and
the funds enumerated in sections 257 and 258 of
this Constitution shall be applied to the support
and maintenance of the public schools, and it
shall be the duty of the Legislature to increase
the public school fund from time to time as
necesslity therefor and the condition of the
treashry and the resources of the state may
justify; provided, that nothing herein contained
shall be so construed as to authorize the
Legislature to levy in any year a greater rate of
state taxation for all purposes, including

schools, than sixty-five cents on each one
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‘hundred dollars’ worth of taxable property; and
provided further, that nothing herein contained
shall prevent the Legislature from first
providing for the payment of the bonded
indebtedness of the state and interest thereon
out of all the revenue of the state.
This aﬁendment alsc repeals that provision of Acts of
Alabama 1935, No. 194, p. 256, Article 1, Section 8 and
Acts of Alabama 1975, No. 1187, p. 2319, as codified in
Code of Alabama (1975), Section 40-8-3(1), levying a
property tax “[f]or the maintenance of the public schools
of this state, $.30 on each $100 of the assessed value of
taxable property.”

Section 3.01. Hold-Harmless Provision for

Highway and Bridge Construction and Maintenance. In order

that the functions of construction, reconstruction,
maintenance and repair of public highways and bridges,
acquisition of highway rights-of-way, payment of highway
obligations, traffic regulation, and enforcement 6f state
traffic and motor wvehicle laws be held harmless from this
Amendment’s deletion of Amendment 93, as amended by
Amendment 354, of this Constitution under which moneys from
fees, excises, or license taxes, levied by the state,

relating to the registration, operation, and use of motor
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vehicles upon the public highways or relating to fuels used
for propelling such vehicles may, with certain exceptions,
be used only for such functions, the following Standing
Appropriation in Lieu of Formerly Dedicated Fees and Taxes
is hereby made:

(a) Standing Appropriation in Lieu of Formerly

Dedicated Tees and Taxes.

In the fiscal year in which this amendment becomes
effective and in each subsequent fiscal year, there is
hereby appropriated from state revenues for such year,
for construction, reconstruction, méintenance and
repair of public highways and bridges, acquisition of
highway rights-of-way, payment of highway obligations,
traffic regulation, enforcement of state traffic and
motor vehicle laws, and for matching federal grants
for such purposes, an amount equal to that which,
except for this amendment, would have been received in
the fiscal year in which this amendment becomes
effective from fees, excises, or license taxes levied
by the state, relating to the registration, operation,
and use of motor vehicles upon the public highways or
relating tc fuels used for propelling such vehicles
pursuant to the provisions of Amendment 93 of this

Constitution, as amended by Amendment 354, dedicating
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such fees, excises, or license taxes for construction,
reconstruction, maintenance and répair of public
highways and bridges, acquisition of highway rights-
of-way, payment of highway obligations, traffic
regulation, and enforcement of state traffic and motor
vehicle laws. The amount so appropriated is
hereinafter referred to as the “Standing Appropriation

in Lieu of Formerly Dedicated Fees and Taxes.”

{¢) Growth Supplement.

{1) In each fiscal year subseguent to‘the year
in which this amendment becomes effective, there is
hereby appropriated to the Education Trust Fund an
additional amount derived by multiplying the “Standing
Appropriation for Education Trust Fund in Lieu of
Formerly Dedicated Income Taxes” amount by a fraction
derived as follows:
(a) The numerator of such fraction shall be the
difference between:
(1) the amount of gross revenue collections
reported by the Department of Revenue
abstract for the most recent year for which

information is available from the Department
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of Revenue preceding the year as to which
the appropriation is made, and
(ii) the corresponding amount for the most
recent year for which information is
available from the Department of Reveﬁue
preceding the year in which this amendment
becomes effective.
{(b) The denominator shall be the amount of
gross revenue collections reported by the
Department of Revenue for the most recent year
for which information is available from the
Alabama Department of Revenue preceding the
year in which this amendment becomes
effective.
Provided, that the amount so calculated shall not
in any event reduce the amount of the “Standing
Appropriation in Lieu of Formerly Dedicated Fees
and Taxes” even if, in any year, the calculation
yields a negative result.

{b) Reduction by Amount of Any Statutory Dedication

of Fees and Taxes. The total amount of the Standing

Appropriation in Lieu of Formerly Dedicated Fees and
Taxes and Growth Supplement hereinabove provided for

shall, in any fiscal year, be reduced by the amount
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of any moneys derived from fees, excises, or license
taxes, levied by the state, relating to the
registration, operation, and use of motor vehicles
upon the public highways or relating to fuels used
for propelling such vehicles which the Legislature
shall have dedicated for construction,
‘reconstruction, maintenance and repair of public
highways and bridges, acquisition of highway rights-
of-way, payment of highway obligations, traffic
regulation, and enforcement of state traffic énd
motor vehicle laws.

{c) Three-Fifths Vote Requirement for Reduction,

Alteraticn, or Suspension. In any particular year,

the Legislature, by three-fifths vote of the
membership of each house, may reduce, alter, or
suspend an appropriation made by this Section.

Section 3.02. Deletion of Provisions Dedicating

Highway and Vehicular User Fees and Taxes. Amendment 93

of this Constitution, as amended by Amendment 354, is hereby
repealed.”

Section 2. Unless otherwise provided by the
Legislature, an election upon the proposea amendment is
ordered to be held on the date of the first statewide

general or special election held in the State after the
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expiration of three months from final adjournment of the
session of the Legislature at which the act proposing the
amendment hereinabove proposed is adopted. The election
shall be held in accordance with the provisions c¢f Section
284 and 285 of the Constitution of Alabama of 1901, as
amended, and the general election laws of the State.

Section 3. Notice of the election and of the

proposed amendment shall be given by proclamation of the
Governor, which proclamation shall be published once a week
for four successive weeks next preceding the day appointed
for the election in a newspaper in each county of the
State. In every county in which no newspaper is published,
a copy of the notice shall be posted at each courthouse and

post office in such county.
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PROPOSED CONSTITUTIONAL AMENDMENT
REGARDING EARMARKING OF REVENUE
(Alternative Number Three)

SYNOPSIS: This bill proposes an amendment to prohibit
future dedication of taxes and to “sunset” existing
statutory provisions dedicating taxes unless extended by
the legislature; to provide a “hold harmless” standing
appropriation for} and to repeal certain tax dedication
provisions of the Constitution of Alabama of 1901.
A BILL
TO BE ENTITULETD

AN ACT

Proposing an amendment to the Constitution of Alabama
of 1901 prohibiting the dedication of taxes in the future
and providing for the termination of existing statutory
dedication of taxes, except those mandated by the
Constitution of the State of Alabama of 1901 or pledged to
secure bonded indebtedness, unless extended by the
legislature; providing a “hold harmless” standing
appropriation for education in lieu of formerly dedicated
taxes with a built-in growth supplement; providing a “hold
harmless” standing appropriation for.'the property tax

relief fund in lieu of formerly dedicated taxes; and
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repealing certain existing tax dedication provisions in the

Constitution of Alabama of 1801.

BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:

Section 1. The following amendment to the

Constitution of Alabama of 1301 is hereby proposed, and
shall become valid as a part thereof when approved by a
majority of the qualified electors of the State voting
thereon and in accordance with Sections 284, 285 and 287 of

the Constitution of Alabama of 1901, as amended.
 PROPOSED AMENDMENT

Section 1.01. Future Dedication of Taxes

Prohibited; Periodic Termination of Existing Statutory Tax

Dedication Provisions Unless Continued by the Legislature.

(a) No proceeds of any state tax hereafter levied by the
legislature, or derived from a change by the legislature in
increasing the rate of an existing tax.or the revenues
derived therefrom shall be dedicated to any special
purpose, except when required by the federal government for
state partiéipation in federal programs or when pledged to
secure bonded indebtedﬂéss. For purposes of this
section, changes in deductions, exemptions,

classifications, credits, allowances, and other terms of
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determining the amount of a tax shall be treated as
increasing tax revenues if the estimated revenue from the
tax after the change is estimated to exceed the average
revenue, adjusted for inflation, from the tax for the

preceding three years.

(b} Any dedication of taxes for special purposes existing
as a matter of statutory law at the time of the
ratification of this amendment shall, except to the extent
pledged to secure bonded indebtedness or as and to the
extent mandated by this constitution, terminate two years
(*initial date of termination”) after the ratification of
this amendment, unless and to the extent continued by act
of the legislature duly adopted after the ratification of
this amendment and prior to such date of termination.
Thereafter, at termination dates at five year intervals
(“five year termination date”) following the initial date
of termination, any dedication of taxes for special
purposes existing as a matter of statutory law, except to
the extent pledged to secure bonded indebtedness or as and
to the ektent mandated by this constitution, shall
terminate, unless and to the extent continued by an act of
the legislature duly adbpted within two years of each such

five year termination date.
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Section 2.01. Education Hold-Harmless

Provision. In order that the Education Trust Fund and the

Public School Fund, two funds established within the State
Treasury, be held harmless from thié Amendment’s deletion
of provisions of this Constitution under which certain
revenues from the state income tax, autheorized under
Amendment 61 cf this Constitution, were dedicated to the
Education Trust Fund and certain funds from the state
property tax, authorized under Section 214 of this
Constitution, and, under Section 260 of this Constitution,
dedicated to the Public School Fund, the following Standing
Appropriations in Lieu of Formerly Dedicated Taxes are
hereby made:

(a) Standing Appropriations in Lieu of Formerly

Dedicated Taxes.

(1) In the fiscal year in which this amendment
becomes effective and in each subsequent fiscal
year, there is hereby appropriated from state
revenues for such year, to be deposited in the
State Treasury to the credit of the Education
Trust Fund maintained in the State Tgeasury, an
amount equal to that which the Education Trust
Fund, except for this amendment, would have

received in the fiscal year in which this
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amendment becomes effective from the state income

tax pursuant to the provisions of Amendment 61 of
the Constitution dedicating state income tax
revenues for the Education Trust Fund (or for the
“Alabama special education trust fund” as it is
referred tco in Amendment 61). The amount so
appropriated i§ hereinafter referred to as the
“Standing Appropriation for Education Trust Fund
in Lieu of Formerly Dedicated Income Taxes.”
{2} There is also hereby appropriated in the
fiscal year in which this amendment becomes
effective, and in each subsequent fiscal year, to
be deposited in the State Treasury to the credit
of the Public School Fund an amount equal to that
Public Schegl
which the Edﬁtatien-?rust'Fund, except for this
amendment, would have received in the fiscal year
in which this amendment becomes effective from
the state property tax under the provisions of
Section 260 of the Constitution dedicating a
portion of the state property tax, authorized
under Section 214, for “the support and
maintenance of the public schools” (as stated in
Section 260 as originally adopted) or for “the

support and furtherance of education” (as stated
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in Section 260 as amended by Amendment 111) and
under Acts of Alabama 1935, No. 194, p. 256,
Article 2, section 8 and Acts of Alabama 1975,
No. 1187, p. 2319, as codified in Code of Alabama
(1975), Section 40-8-3(1)). The amount so

appropriated is hereinafter referred to as the

“Standing Appropriation for Public School Fund in

Lieu of Formerly Dedicated Property Taxes.”

Growth Supplement.

(1) In each fiscal year subseguent to the
year in which this amendment becomes effective,
there is hereby appropriated to the Education
Trust Fund an additional amount derived by
multiplying the “Standing Appropriation for
Education Trust Fund in Lieu of Formerly
Dedicated Income Taxes” amount by a fraction
derived as follows:

{a) The numerator of such fraction shall be

the difference between:

(1) the total amount of gross income

reported on returns filed by individuals and

corporations with the Department of Revenue

for the most recent year for which

information is available from the Department
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of Revenue preceding the year as to which
the appropriation is made, and
(ii) the corresponding amount for the most
recent year for which information is
available from the Department of Revenue
preceding the year in which this amendment
becomes effective.
(b) The denominator shall be the total amount
of gross income reported on returns filed by
individuals and corporations with the Alabama
Department of Revenue for the most recent year
for which information is available from the
Alabama Department of Revenue preceding the
year in which this amendment becomes
effective.
Provided, that the amount so calculated shall not
in any event reduce the amount of the “Standing
Appropriation for Education Trust Fund in Lieu of
Formerly Dedicated Income Taxes” even if, in any
year, the calculation yields a negative result.
(2) In each fiscal year subsequent to the
year in which this amendment becomes effective
there is hereby appropriated to the Public

School Fund an additional amount derived by -
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multiplying the “Standing Appropriation for
Public School Fund in Lieu of Formerly
Dedicated Property Taxes” amount by a
fraction, derived as follows:
(a) The numerator of.such fraction shzall be
the difference between:
(i) the amount of the total assessed value
of property in the state accoxrding to the
Abstract of Assessments prepared by the
Department of Revenue for the most recent
year for which information is available
preceding the year as to which the
appropriation is made, and
{1i) the corresponding amount for the most
recent year for which information is
available from the Department of Revenue
preceding the year in which this amendment
becomes effective.
(b) The denominator shall be the amount of
assessed value of property in the state
according to the Abstract of Assessments
prepared by the Department of Revenue for the

most recent year for which information is
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available preceding the year in which this
amendment becomes effective.
Provided, that the amount so calculated shall not
in any event reduce the amount of the “Standing
Appropriation for Public School Fund in Lieu of
Formerly Dedicated Property Taxes” even if, in
any year, the calculation yields a negative

result.

(c) Three-Fifths Vote Requirement for Reduction,

Alteration, or Suspension. In any particular vear,

the Legislature, by three-fifths vote of the
membership of each house, may reduce, alter, or
- suspend an appropriation made by this Section.

Section 2.02. Hold-Harmless Provision for

Property Tax Relief Fund. In order that the Property Tax

Relief Fund established in the Treasury shall be held
harmless from this Amendment’s deletion of those provisions
cf Amendment 61 of under which revenues lost by reason of
the exemption of homesteads from the state'ad‘valorem tax
have been replaced by proceeds of the income tax, the
following Standing Appropriation in Lieu of Formerly

Dedicated Taxes is hereby made:
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(a) Standing Appropriation in Lieu of Formerly

Dedicated Taxes. In the fiscal year in which this

amendment becomes effective and in each subseguent
fiscal year, there is hereby appropriated from state
revenues fof such year, there is hereby appropriated
from state revenues for such year, to be deposited
in the State Treasury to the credit of the Property
Tax Relief Fund maintained in the State Treasury, an
amount equal to that which the Property Tax Relief
Fund, except for this amendment, would have received
in the fiscal year in which this amendment becomes.
effective from the state income tax pursuant to thé
provisions of Amendment 61 of the Constitution
dedicating state income tax revenues to replace
revenue lost by reason of the exemption of
homesteads from state ad valorem tax. The amount so
appropriated is hereinafter referred to as the
“Standing Appropriation for the Property Tax Relief

Fund in Lieu of Formerly Dedicated Income Taxes.”

Three-Fifths Vote Requirement for Reduction,

Alteration, or Suspension. In any particular year, the

Legislature, by three-fifths vote of the membership of
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each house, may reduce, alter, or suspend an
appropriation made by this Section.

Secticn 2.03. Deletion of Provisions

Dedicating Income Taxes to the Education Trust Fund and the

Property Tax Relief Fund. 2ll provisions of the Alabama

Constitution dedicating income tax revenues to replace
revenues lost by reason of homestead exemptions and for the
Educational Trust Fund are hereby repealed. Without
limitation of the generality of the foregoing, Amendment 61
and Section 260, as amended by Amendment 111, are amended
as set forth below:
{a) Section B of Amendment 61 of this Constitution is
amended to read as follows:
Section B. Beginning October 1 of the year in
which this amendmeﬁt becomes effective and
thereafter, all net proceeds of such tax, plus
the earnings of any investment for the trust
funds shall be placed in the state treasury to be
appropriaﬁed as the Legislature may determine.
(b} The phrase “income or other taxes levied by the
state” added to Section 260 of the Constitution by
Amendment 111 hereby deleted.

Section 2.04. Deletion of Certain Provisions

Dedicating State Property Taxes. There is hereby deleted
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from Section 260 the provision dedicating thirty cents on
each one hundred dollars of the state property tax for “the
support and maintenance of the public schools” (as stated
in Section 260 as originally adopted) or for “the support
and furtherance of education” (as stated in Section 260 as
amended by Amendment 111}. As amended, Section 260 shall
hereafter read as follows:
Section 260.
The income arising from the sixteenth section
trust fund, the surplus revenue fund, until it is
called for by the United States government, and
the funds enumerated in sections 257 and 258 of
this Constitution shall be applied to the support
and maintenance of tﬁe public schools, and it
shall be the duty of the Legislature to increase
the public schocl fund from time to time as
necessity therefor and the condition of the
treasury and thé resources of the state may
justify; provided, that noﬁhing herein contained
shall be so construed as to authorize the
Legislature to levy in any year a greater rate of
state taxation for all purposes, including
schools, than sixty-five cents on each one

hundred dollars’ worth of taxable property; and
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provided further, that nothing herein contained
shall prevent the Legislature from first
providing for the payment of the bonded
indebtedness of the state and interest thereon
out of all the revenue of the state.
This amendment also repeals that provision of Acts of
Alabama 1935, No. 194, p. 256, Article 1, Section 8 and
Acts of Alabama 1975, No. 1187, p. 2319, as codified in
Code of Alabama (1975), Section 40-8-3(1), levying a
property téx “[f]or the maintenance of the public schools

of this state, $.30 on each $100 of the assessed value of

taxable property.”
Section 2. Unless otherwise provided by the
Legislature, an election upon the proposed amendment

is ordered to bé held on the date of the first
statewide general or special election held in the
State after the expiration of three months from final
adjournment of the session of the Legislature at which

the act proposing the amendment hereinabove proposed'

is adopted. The election shall be held in accordance

with the provisions of Section 284 and 285 of the

Constitution of Alabama of 19C1, as amended, and the

general election laws of the State.
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Section 3. Notice of the election and ¢f the

proposed amendment shall be given by proclamation of the
Governor, which proclamation shall be published once a week
for four successive weeks next preceding the day appointed
for the election in a newspaper in each county of the
State. In every county in which no newspaper is published,
a copy of the notice shall be posted at each courthouse and

post office in such county.
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LINE ITEM VETO
Report and Commentary

Sections 125 and 126 of the 1901 Constitution of Alabama relate to the
presentation of bills to the governor for signature, and also set out the
authority of the governor to sign the bills, propose an amendment, to the
bills, or to veto items in bills making an appropriation of money. The
Commission’s proposal recommends repeal of these provisions and their
replacement by new provisions intended to give the legislature and the
governor greater fiscal accountability and responsibility. Pursuant to the
Governor’s charge, a draft of a proposed amendment accompanies this
Report and Commentary.

The Commission’s proposed amendment adds a new section to the
Constitution entitled Bills Presented to the Governor. The Amendment

~simplifies and clarifies the unnecessarily detailed procedures in the 1801

Constitution regarding the presentation of a bill to the governor.
The following changes have been made:

(1) Bection 1285 of the 1901 Constitution presently gives the
governor six days to act on a bill if the legislature is in session, unless the
time is extended because the house in which the bill originated is in recess,
and fifteen days in which to consider a bill if it is presented within five days
of adjournment sine die. The Commission’s proposed substitute would give
the governor seven calendar days to consider a bill while the legislature is
In session, and twenty days from presentation if the legislature adjourns
sine die within seven days after the bill is presented to him. Numerous
bills are normally presented to the governor in the last few days of the
session and the Commission believes 80 days is necessary for proper
consideration.

(8) Under present section 125, a bill presented to the governor after
adjournment sine die becomes law only if approved by the governor. The
Commission’s proposal provides that a bill presented after adjournment
sine die becomes a law unless vetoed by the governor, thus eliminating the
pocket veto. Currently only 13 states allow for the pocket veto.

(3) Under present section 1235, if both houses approve an executive
amendment by the governor, the bill “shall again be sent to the governor
and acted on by him as other bills.” The Commission’s proposed,
amendment provides that if both houses approve the amendment, the bill
as amended becomes law.

(4) Under present section 1285, if the governor proposes an
amendment, the bill becomes law only if a majority elected to each house
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votes in favor of the bill with the amendment. The effect of proposing an
amendment is to veto the bill unless the amendment is approved. The
Commission’s substitute would permit the governor to consider signing the
bill even though the amendment is rejected. The governor would be
prohibited from recommending further amendments to the bill when it is
returned to him.

(8) Present section 125 requires “a majority of the whole number
elected” to override the governor’s veto. The Commission’s proposed
substitute would require the vote of two-thirds of the members elected to
each house for passage of the bill, as is required in the majority of states.

(6) Present section 126 allows the governor to “approve or
disapprove any item or items of any appropriation bill embracing distinct
items.” The Comimission’s proposed substitute would require the
affirmative vote of two-thirds of the members elected to each house to
override the governor’s line item veto. Currently thirty-three states
require two-thirds of the members elected to each house for passage of a
bill and five states require three-fifths of the members elected to each
house for passage of a bill. Only five states, including Alabama, require a
majority of members to override a veto.

Since 1868, governors throughout the United States have possessed
authority to exercige the veto of line items in bills making appropriations
of money. This responsibility arose because of increasingly complex
budgeting processes, which require appropriate oversight. State
legislatures, too, have become much more involved. in the formation of
budgets. Over time, state legislatures have recognized a need for greater
fiscal accountability and responsibility to ensure balanced budgets.

Because the governor represents all the citizens of the state, he or
she needs the requisite authority to produce a balanced budget. The line
item veto allows the budgetary process to be more transparent and
equitable. Most state constitutions, including Alabama’s neighboring
states of Georgia, Mississippi, and Florida, require & two-third majority of
the elected houses of the legislature to override a governor’s veto.

The proposed amendment is intended to allow Alabama, to respond to
its financial problems by adequately giving the current and future
governors the ability to genuinely participate in the budgetary process.

(7) The proposed amendment gives the governor the power to
exercise a line item veto of bills making appropriations of money, after the
legislature has adjourned sine die, thereby overruling the holding of the
Supreme Court of Alabama, wherein the Court held that Section 126 did
not authorize the governor to exercise line item veto power after the
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legislature had adjourned sine die. Cf. Hunt v. Hubbert, 588 So. 2d 848
(Ala. 1991).

(8) Under the proposed amendment, “bill” is defined to include

every vote, order, or regolution to which the concurrence of both houses is
necegsary, with certain specified exceptions.
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PROPOSED CONSTITUTIONAL AMENDMENT

REGARDING LINE ITEM VETO
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SYNCOPSIS: This bill proposes an amendment to the Constitution of
Ailabama of 19801 to adopt a new section of the
Constitution of Alabama of 1901 entitled ™“Bills
Presented to the Governor” and repeal Sections 125 and

126 thereof.

A BILL
TO BE ENTITLETD

AR ACT

Proposing an amendment to the Constitution of Alabama of
1901 adding a new section entitled ™“Bills Presented to the
Governor” to the Constitution o¢f Alabama of 1901; repealing
Sections 125 and 126 thereocf; granting the governor an expanded
power to exercise the veto of line items in a budget; reguiring
a supermajority vote of the legislature to override a governor’s

veto; and simplifying and clarifying the unnecessarily detailed
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procedures in the 1901 Constitution regarding the presentation

of a bill to the governor.

BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:

Section 1. The following amendment to the

Constitution of Alabama of 1901 is hereby proposed, and shall
become valid as a part thereof when approved by a majority of
the qualified electors of the State voting thereon and in
accordance with Sections 284, 285 and 287 of the Constitution of

Alabama of 1901, as amended.

PROPOSED AMENDMENT
BILLS PRESENTED TQO THE GOVERNOR

“Section 1. Repeal of Sections 125 and 126.

Sections 125 and 126 of the Constitution of Alabama of 1901

are hereby repealed.

Section 2. Bills Presented to the Governor.

(A) REQUIREMENT OF PRESENTMENT. Every bill passed by the
legislature shall, before it becomes law, be presented to
the governor unless otherwise provided by this

Constitution.
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(B) VETé. If the legislature is in session, the bill
shall become law if the governor signs or fails to wveto it
within seven calendar days of presentation. If the
legislature adjourns sine die before presentation or during
the seven day period, the bill shalil become law if the
governor signs or fails to veto it within twenty calendar
days of presentation. When the governor vetoes a bill, he
or she shall, within seven calendar days of presentation,
return it to the secretary or clerk of the house in which
the bill originated, unless the legislature shall, by
adjournment sine die, prevent such return. The bill shall
be reconsidered and, if two-thirds of the members elected
to each house vote for the passage of the bill, it shall

become law.

(C) EXECUTIVE AMENDMENTS. The governor may, within seven
calenaar days after a bill has been presented to him or
her, return the bill to the house in which it originated,
with recommendations for its amendment. If both houses
approve the amendment, thé bill as amended shall become
law., If either house refuses to approve the amendment, or
fails to act thereon before adjournment sine die, then the
bill shall again be sent to the governor and acted on by

him or her as if it were before him or her for the first
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time, but no further amendment to the bill can be

recommended by the governor.

(D) ITEM VETO. The governor shall have power to approve
or disapprove any item or items of any bill making an
appropriation of money and embracing distinct items, and
the part or the parts of the bill approved shall be the
law, and the item or items disapproved shall be void unless
repassed as provided herein. The governor shall, by
message in writing to the house where the bill originated,
state specifically the item or the items he or she
disapproves, setfing the same out in full in his or her
message. In such case, the enrolled bill shall not be
returned with the governor’s objection. The message
stating the item or items he or she disapproves shall be
returned with the governor’s objection within seven
calendar days after the bill shall have been presented,
unless the legislature, by adjournment sine die, prevents
the return, in which case the disapproved item or items
shall be void and shall nof become law. If the return is
prevented by an adjournment or recess during the session,
the message must be returned within two days after the
legislature reassembles,lotherwise the item or items shall

become law. When the message is received, the house in
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which the bill originated shall enter the governor’s
message and objections upon the journal and proceed to
reconsider each item separately. If a two-thirds majority
of the whole number elected to that house vote for approval
of the item or items, the governor’s message with the item
or items approved by the originating house shall be sent

to the other house, which by a two-thirds majority of the

.whole number elected to that house, may adopt and approve

the item or items approved by the originating house. Any
item or items so approved by both houses shall become law,

the governor’s veto notwithstanding.

(E) RECORDING THE VOTE. 1In all cases set forth above, the
names of the members voting for and against‘the bill, orx

amendment, or item veto, shall be entered on the journal.

(F) DEFINITION OF “BILL”. As used in this Amendment,
“bill” includes every.vote, order, or resolution to which
concurrence of both houses may be necessary, except on
questions of adjournment, the bringing on of elections by
the two houses, the amending of the Constitution, and

resolutions of commendation and sympathy.”

Section 2 Unless otherwise provided by the

Legislature, an election upon the proposed amendment is ordered

to be held on the date of the first statewide general or special
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election held in the State after the expiration of three months
from final adjournmént of the session of the Legislature at
which the act proposing the amendment hereinabove proposed is
adopted. The election shall be held in accordance with the
provisions of Section 284 and 285 of the Constitution of Alabama
of 1901, as amended, and the general election laws of the State.

Section 3. Notice of the election and of the

proposed amendment shall be given by proclamation of the
Governor, which proclamation shall be published once a week for
four successive weeks next preceding the day appointed for the
election in a newspaper in each county of the State. In every
county in which no newspaper is published, a copy of the notice
shall be posted at each courthouse and post office in such

county.
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SUPER MAJORITY VOTE REQUIREMENT
FOR NEW OR INCREASED TAXES
Report and Commentary

The draft of a proposged congtitutional amnendment accompanying this
Report and Commentary seeks to establish a procedural limit on the power
to tax in the form of a super majority requirement for new taxes or tax
increases. The Commission, on recommendation of its Committee on &
Super Majority Vote Requirement Chereinafter “Committee™), concluded
that a super majority requirement is an appropriate safeguard for the
people against uplimited increases in taxes.

This conclusion is based on the assumption that fundamental tax reform
‘will occur before or at approximately the same time as the constitutional
changes that include the super majority requirement. It is further
assumed that fundamental reform will eliminate the completely inflexible
limits on taxation in the present constitution.

The super majority requirement is viewed as a means of assuring
Alabama’s volers of procedural restraints on taxation in exchange for
removing the completely inflexible caps on taxes in the present
constitution. Fundamental tax reform is not possible with the current
constitutional provisions.

The Commission understands that Alabama’s voters are averse to
increaseg in taxation and hopes to assure them that eliminating the caps
on taxation in our current constitution will not leave them vulnerable to ili-
considered and unlimited tax increages in the future. The super majority
requirement for passage of tax increases will agsure gerious consideration
and a broad consensus of the need.

The draft limits new taxes and increases in taxes. It does not directly limit
expenditures, which would be difficult to execute in light of the many
different forms expenditures can take: pass-through of federal grants,
mandates on local governments, expenditures of user fee income. In effect,
however, the draft limits expenditures as well as taxes because it assumes
that the balanced budget provisions (Amendment 26) will remain in effect.

The draft limits taxes, but not fees and licenses. The Committee concluded
that user fees should be left to the discretion of the Legislature and State
agencies. The Committee believed that it is unnecessary to limit license
fees and other fees because the political process will prevent the
Legislature and State agencies from imposing excessive fees. At least one
member of the Committee strongly supported the congept of making fees,
as well ag taxes, subject to the three-fifths requirement.

112



The Committee concluded that the super majority requirement should be
measured with reference to all the merbers of each House. Serious
consideration was given to requiring 3/5 of a quorum, but this was rejected
because it had only a negligible effect on the number of votes required to
pass legislation. In the Senate, a majority of a quorum is 10, 3/5 of a
quorum would be 11. Three-fifths of the whole Senate would be 1. The
Committee concluded that if a change is to be made it should be a
meaningful change and therefore recommended three-fifths of the whole
membership of each House, and that is the recommendation of the
Commission. Some members of the Committee also recommended that if
the Legislature rejects the proposal for a three-fifths super majority, the
Legislature should at a minimum require that tax increases be approved
by a majority of all the members of each house, which would be 18 in the
Senate and B3 in the House.

Under present law, many tax increases require constitutional
amendments. Constitutional amendments require a three-fifths vote of all
the members of each house. Requiring approval by three-fifths of all the
mermbers is consistent with the level of supermajority required when
constitutional amendments are required to authorize tax increases.

The Commission believes that the three-fifths supermajority must apply to
each stage of the passage of a tax bill if it is to be effective. The draft
therefore specifies that the supermajority requirement applies to the
concurrence with executive amendments, reports of a committee on
conference, and to amendments from the other house, which result in the
imposition of a new tax or increase in an existing tax. It is not intended to
require a supermajority for any legislative actiong except final passage.
Committee votes and floor amendments would not be subject, to the
supermajority rule.

The draft reflects a belief that the supermajority requirement should apply
to all rate increases. Thus a change in the income tax increasing rates for
high income taxpayers and decreasing rates for low income taxpayers
would require a supermajority even if the effects were offsetting and the
net effect was revenue neutral.

The draft also reflects a belief that the supermajority requirement must
apply to all net increases in any tax. This is because there are many ways
to increase taxes without increasing rates, e.g., reduce deductions,
eliminate exemptions, reduce credits, change the classification of items.
The rule will apply tax by tax; an increase in one tax that is offset by a
decrease in a different tax will require a supermajority for the tax
increase. On the other hand, offsetting changes within a tax, e.g.,
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eliminating one exemption from sales tax and a.ddmg ancther, will not
require a super majority unless the net revenue from the tax is increased.

The determination whether a tax will be increased by a change wilibe a
erucial part of implementing this draft amendment. This determination
will necessarily be based on an estimate of the revenue effect. The
Committee felt that it was inappropriate to specify in detail which agency
will make the estimate or how the estimate will be made. This
constitutional provision may be in effect for many years and the present
institutional arrangements of estimating revenues may change during that
period. The Committee did not wigh to bind future generations with overly
detailed procedures.

The draft provides for the determination of a baseline for measuring
whether revenues have increased. If the super majority rule does not
specify general principles for arriving at the baseline, the process could be
manipulated and the super majority rule circumnvented. The baseline
specified is the average revenue for three years preceding the tax increase.
It is important that the baseline use revenue for more than one year to
even out fluctuations in revenue arising from different economic
conditions or changes in the administration of a tax. The draft specifies
three years, which is long enough to smooth out unusual events but is not
so long that it becomes burdensome to work with. The revenues for each
of the three years must be adjusted for inflation in order to provide an
accurate baseline.

The following example illustrates the problem:

Year Revenue Inflation
1 $100 : 5%

2 $1058 3%

3. $107.1 3%

4, $110.518

Average of years 1-8: $104.03, which is obviously wrong as the baseline
jor determining whether the tax has been increased. The proper baseline
for determining whether a change proposed in year 4 will increase taxes is
$110.313, which is the revenue that would be expected if no change were
made. If each of the three years in the base period is adjusted to year four
by the known inflation rates during the base period, the average of the
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inflation adjusted results will yield the correct answer: $110.313. The
draft specifies this result.

The Legislature has the inherent authority to enact legislation carrying out
this and other constitutional amendments; therefore the proposal does not -
include any direction to the Legislature with respect to implementing this
proposal.
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PROPOSED CONSTITUTIONAL AMENDMENT
REGARDING SUPER MAJORITY VOTE REQUIREMENT
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SYNOPSIS: This bill proposes an amendment to the
Constitution of Alabama of 1201 to adopt a new
section of the Constitution of Alabama of 1901 to
establish a procedural limit on the power to tax
in the form of a supermaijority requirement for

new taxes or tax lncreases.

A BILTL
TO BE ENTITLETD

A N ACT

Proposing an amendment to the Constitution of
Alabama of 1901 adding a new section to establish a
procedural 1imit on the power to tax in the form of a
supermajority.requirement of three-fifths (3/5) of the
members of each house of the legislature for new taxes and
for tax increases.

BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:

117



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Section 1. The fellowing amendment to the

Constitution of Alabama of 1901 is hereby proposed, and
shall become wvalid as a part thereof when approved by a
majority of the qualified electors of the.State voting
thereon and in accordance with Sections 284, 285 and 287 of
the Constitution of Alabama of 19C1, as amended.
Proposed Amendment
“No_general bill imposing a new tax or increasing
the rate of or revenue from an existing tax shall
become law unless.it receives an affirmative vote of
3/5 of the elected members of each house of the
Legislature. No concufrence in an executive amendment,
a report of a committee on conference, or to an
amendment from the other house that results in the
imposition of a new tax, or an increase in the rate of
or revenue from an existing tax shall be given any
effect unless it receives an affirmative vote of 3/5
of the elected members of each house of the
Legislature. For purposes of this section, changes in
deductions, exemptions, classifications, credits,
allowances, and other items entering into the
determination of the amount of a tax shall be treated
as increasing tax revenue if the estimated revenue

from the tax after the change exceeds the average
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revenue from the tax for the preceding three vears,

each year being adjusted for inflation.”

Section 2. Unless otherwise provided by the

lLegislature, an election upon the proposed amendment is
ordered to be held on the date of the first statewide
general or special election held in the State after the
expiration of three months from final adjournment of the
session. of the Legislature at which the act proposing the
amendment hereinabove proposed is adopted. The election
shall be held in accordance with the provisions of Section
284 and 285 of the Constitution of Alabama of 1901, as
amended, and the general election laws of the State.

Section 3. Notice of the election and of the

proposed amendment shall be given by proclamation of the
Governor, which proclamation shall be published once a week
for four successive weeks next preceding the day appointed
for the election in a newspaper in each county of the
State. In'every county in which no newspaper is published,
a copy of the notice shall be posted at each courthouse and

post office in such county.
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