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THE COMMITTEE ON WAYS AND MEANS

To whom was referred a Bill (H. 3847) to amend Section 11‑11‑310, as amended, Code of Laws of South Carolina, 1976, relating to the General Reserve Fund, so as to provide that, etc., respectfully

REPORT:

That they have duly and carefully considered the same and recommend that the same do pass:

ROBERT W. HARRELL, JR. for Committee.

            
STATEMENT OF ESTIMATED FISCAL IMPACT
REVENUE IMPACT 1/

This bill has no impact on state or local general fund revenue in FY2005-06.

Explanation


This bill is the enabling legislation to H.B. 3846 that proposes four referendums to amend Section 36, Article III of the Constitution of South Carolina, 1895, relating to provisions of the general reserve fund and the capital reserve fund. This bill would also incorporate the Board of Economic Advisor’s long range revenue plan into the Office of State Budget’s three-year financial 

plan to assist the state in determining and planning for its long-term financial commitments. This bill would have no impact on state or local general fund revenue in FY2005-06.

Approved By:

William C. Gillespie


Board of Economic Advisors

1/ This statement meets the requirement of Section 2-7-71 for a state revenue impact by the BEA, or Section 2-7-76 for a local revenue impact or Section 6-1-85(B) for an estimate of the shift in local property tax incidence by the Office of Economic Research.
A BILL

TO AMEND SECTION 11‑11‑310, AS AMENDED, CODE OF LAWS OF SOUTH CAROLINA, 1976, RELATING TO THE GENERAL RESERVE FUND, SO AS TO PROVIDE THAT THE GENERAL RESERVE FUND SHALL CONSIST NOT ONLY OF THREE PERCENT OF THE GENERAL FUND REVENUE OF THE LATEST COMPLETED FISCAL YEAR BUT ALSO THE FIRST TEN PERCENT OF ANY SURPLUS GENERAL FUND REVENUES ACCRUING FOR ANY FISCAL YEAR; TO AMEND SECTION 11‑11‑320, RELATING TO THE CAPITAL RESERVE FUND, SO AS TO REVISE WHEN APPROPRIATIONS FROM THE CAPITAL RESERVE FUND TAKE EFFECT; BY ADDING SECTION 11‑11‑335 SO AS TO PROVIDE THAT BEGINNING JULY 1, 2005, SURPLUS GENERAL FUND REVENUES FOR ANY FISCAL YEAR NOT OTHERWISE OBLIGATED AND APPROPRIATIONS TO THE CAPITAL RESERVE FUND ARE DEEMED TO HAVE OCCURRED AND ARE AVAILABLE FOR EXPENDITURE AFTER SEPTEMBER FIRST OF THE NEXT FISCAL YEAR AND AFTER THE STATE’S FINANCIAL BOOKS FOR THE PREVIOUS FISCAL YEAR HAVE BEEN CLOSED; BY ADDING SECTION 11‑11‑345 SO AS TO PROVIDE THAT BEGINNING JULY 1, 2006, IF THE COMPTROLLER GENERAL DETERMINES UPON THE CLOSING OF THE STATE’S FINANCIAL BOOKS FOR A FISCAL YEAR THAT THE STATE HAS A NEGATIVE GENERALLY ACCEPTED ACCOUNTING PRINCIPLES FUND BALANCE (GAAP FUND DEFICIT), ANY APPROPRIATIONS CONTAINED IN A GENERAL OR SUPPLEMENTAL APPROPRIATIONS ACT WHICH EXPENDS SURPLUS GENERAL FUND REVENUES OR IN A CAPITAL RESERVE FUND APPROPRIATIONS ACT TO BE EFFECTIVE DURING THE NEXT FISCAL YEAR ARE SUSPENDED AND MUST BE USED TO THE EXTENT NECESSARY TO OFFSET THE GAAP FUND DEFICIT IN THE MANNER THE GENERAL ASSEMBLY SHALL PROVIDE; AND BY ADDING SECTION 11‑11‑350 SO AS TO PROVIDE THAT EACH STATE AGENCY, DEPARTMENT, INSTITUTION, OR ENTITY RECEIVING IN THE AGGREGATE THREE PERCENT OR MORE OF THE STATE’S GENERAL FUND APPROPRIATIONS FOR ANY FISCAL YEAR SHALL PROVIDE TO THE OFFICE OF STATE BUDGET AN ESTIMATE OF ITS PLANNED GENERAL FUND EXPENDITURES FOR THE NEXT THREE FISCAL YEARS, AND TO PROVIDE THAT  THIS DATA, IN CONJUNCTION WITH THE BOARD OF ECONOMIC ADVISORS’ LONG‑TERM REVENUE ESTIMATE, SHALL BE COMPILED BY THE OFFICE OF STATE BUDGET INTO A THREE‑YEAR FINANCIAL PLAN THAT WILL ASSIST THE STATE IN DETERMINING AND PLANNING FOR ITS LONG‑TERM FINANCIAL COMMITMENTS.

Be it enacted by the General Assembly of the State of South Carolina:

SECTION
1.
Section 11‑11‑310 of the 1976 Code, as last amended by Act 385 of 1988, is further amended by adding a new subsection to read:


“(C)
Beginning on the first day of July following the effective date of this subsection, in addition to the requirements of subsections (A) and (B), the first ten percent of any surplus general fund revenues for any fiscal year must be placed in the General Reserve Fund for use in offsetting operating deficits.  However, no restoration within three fiscal years is required for funds in the General Reserve Fund used to cover an operating deficit which were derived from the requirement in this subsection that the first ten percent of any surplus general fund revenue for any fiscal year be placed in the General Reserve Fund.”

SECTION
2.
Section 11‑11‑320(D)(1) of the 1976 Code, as last amended by Act 385 of 1988, is further amended to read:


“(D)(1)
Any appropriation of monies from the Capital Reserve Fund as provided in subsection (C) of this section must be ranked in priority of expenditure and is effective thirty days after completion of the fiscal year on September first of the following fiscal year.  If it is determined that the fiscal year has ended with an operating deficit, then the monies appropriated from the Capital Reserve Fund must be reduced by the State Budget and Control Board based on the rank of priority, beginning with the lowest priority, to the extent necessary and applied by the board to the year‑end operating deficit before withdrawing monies from the General Reserve Fund.”

SECTION
3.
Chapter 11, Title 11 of the 1976 Code is amended by adding:


“Section 11‑11‑335.
Beginning July 1, 2005, surplus General Fund Revenues for any fiscal year not otherwise obligated and appropriations to the Capital Reserve Fund are deemed to have occurred and are available for expenditure after September first of the next fiscal year and after the state’s financial books for the previous fiscal year have been closed.”

SECTION
4.
Chapter 11, Title 11 of the 1976 Code is amended by adding:


“Section 11‑11‑345.
(A)
Beginning July 1, 2006, if the Comptroller General determines upon the closing of the state’s financial books for a fiscal year that the State has a negative Generally Accepted Accounting Principles Fund balance (GAAP Fund Deficit), any appropriations contained in a general or supplemental appropriations act which expends surplus general fund revenues or in a Capital Reserve Fund appropriations act to be effective during the next fiscal year are suspended and must be used to the extent necessary to offset the GAAP Fund Deficit in the manner the General Assembly shall provide.


(B)
A negative GAAP Fund balance is defined as the amount remaining after subtracting all state liabilities and reserve funds from state assets on an accrual basis.”

SECTION
5.
Chapter 11, Title 11 of the 1976 Code is amended by adding:


“Section 11‑11‑350.
Each state agency, department, institution, or entity receiving in the aggregate three percent or more of the state’s general fund appropriations for any fiscal year shall provide to the office of state budget an estimate of its planned general fund expenditures for the next three fiscal years. This data, in conjunction with the board of economic advisors’ long‑term revenue estimate, shall be compiled by the office of state budget into a three‑year financial plan that will assist the state in determining and planning for its long‑term financial commitments.  The plan shall be updated annually and prepared for submission to the State Budget and Control Board, the Speaker of the House of Representatives, and the President Pro Tempore of the Senate during the second quarter of each fiscal year.”

SECTION
6.
The provisions of Section 1 of this act amending Section 11‑11‑310 of the 1976 Code take effect upon the ratification of an amendment to Article III, Section 36(A) of the Constitution of this State providing that the first ten percent of any surplus General Fund Revenues must be placed in the General Reserve Fund.  The provisions of Section 2 of this act which amend Section 11‑11‑320 of the 1976 Code take effect upon ratification of an amendment to Article III, Section 36(B) of the Constitution of this State providing for a corresponding change in Article III, Section 36(B).  The remainder of this act takes effect upon approval by the Governor.
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