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1 IN TH E SENATE BY THE FINANCE COMMITTEE

2 CS FOR SENATE JO IN T RESOLUTION NO. 40 (Finance) am

3 IN THE L EG I S L A T U R E  OF TH E STATE OF ALASKA

4 F I F T E E N T H  LEGISLATURE - FIRST SESSION

5 Proposing amendments to the Constitution

6 of the State of Alaska amending provi-

7 sions relating to the Al as k a  Permanent

8 Fund; establishing temporary provisions

9 relating to dedicated funds, the Alaska

10 Permanent Fund, the approp ria ti on  limit,

11 and the Budget Reserve Fund; and sus-

12 pendi ng the operation of provisions

13 relating to dedicated funds, the Alaska

14 Permanent Fund, and the appropriation

15 limit.

16 BE IT RE SOLVED BY TH E L E G I SL AT UR E OF T HE  STATE OF ALASKA:

17 * Section 1. A r t i c l e  IX, sec. 15, Constitution of the State of Alaska,

18 is amended to read:

19 SECTION 15. A L A S K A  PERMANENT FUND. At least twenty-five per

2 0  cent of all mi n e r a l  lease rentals, royalties, royalty sale proceeds,

2 1  federal mineral revenue sharing payments and bonuses received by the

22 State shall be p l a c e d  in a permanent f u n d . The fund is established as

23 a trust on beha lf  of all the residents of the State and its principal

24 shall be invested in accordance w ith the prudent investor rule in [,

25 THE PRINCIPAL O F  W H I C H  SHALL BE USED ONL Y FOR THOSE] income-producing

26 investments spe cif ic al ly  designated by law as eligible for permanent

27 fund investments. Al l income from the permanent fund shall be depos-

28 ited in the gene ral  fund unless otherwise provided by law.

29 *  Sec. 2. Arti cl e XV, Constitution of the State of Alaska, is amended
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1 by adding new sections to read:

2 SECTION 29. DEDICATED FUNDS. (a) Unless the operation of this

3 section is suspended under Section 33 of this article, the o peration

4 of Section 7 of Article IX is suspended from July 1, 1989, through

5 June 30, 1995, and this section applies in lieu of Section 7 of

6 Article IX.

7 (b) The proceeds of any state tax or license shall not be dedi-

8 cated to any special purpose, except as provided in Sections 30 and 32

9 of this article or when required by the federal government for state

10 participation in federal programs. This provision shall not prohibit

1 1  the continuance of any dedication for special purposes existing upon

12 the date of ratification Section 7 of Artic le  IX by the peo p l e  of

13 Alaska.

14 SECTION 30. ALASKA PERMANENT FUND. (a) Unless the o p e r ati on  of

15 this section is suspended under Section 33 of this article, the opera-

16 tion of Section 15 of Article IX is suspended from July 1, 1989,

17 through June 30, 1995, and this section applies in lieu of Secti on 15

18 of Article IX.

19 (b) At least twenty-five percent of all mineral lease rentals,

2 0  royalties, royalty sale proceeds, federal mineral revenue sharing

21 payments and bonuses received by the State shall be placed in a perma-

22 nent fund. The fund is established as a trust on behalf of all the

23 residents of the State and its principal shall be invested in accor-

24 dance with the prudent investor rule in income-producing investments

25 specifically designated by law as eligible for permanent fund invest-

26 ments.

27 (c) At the end of each fiscal year an amount equal to the capi-

28 tal gains that exceed capital losses from the sale of permanent fund

29 investments shall be added to the principal of the permanent fund to
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1 h e l p  offset the effect of inflation and increase the p rincipal. The

2 rest of the income of the permanent fund shall be d i s t r i b u t e d  as

3 follows:

4 (1) forty percent to be u s e d  for dividends for State resi-

5 dents as p ro v i d e d  by law;

6 (2 ) thirty percent to be added to the p r i n c i p a l  of the

7 permanent fund to hel p offset the effect of i n f l at ion  and  increase the

8 principal; and

9 (3) thirty percent to the budget rese rv e fun d established

10 u n d e r  Section 32 of this article.

11 SECTION 31. A PP R O P R I A T I O N  LIMIT. (a) The o p e r a t i o n  of Sec-

12 tion  16 of Article IX is suspended from July 1, 1989, t h r o u g h  June 30,

13 1995, and this sectio n applies in lieu of S e c t i o n  16 of A r t i c l e  IX.

14 (b) Except for appropriations to the permanent fund or for

15 Alaska permanent fund dividends, ap pr op r i a t i o n s  to the bu dg e t  reserve

16 fund, appropriations to reimburse m u n i c i p a l i t i e s  for costs of school

17 construction that has b e e n  approved by local voters, appropria ti on s by

18 the legislature to meet a State natural d i s a s t e r  d e c l a r e d  by the

19 governor as pr es c r i b e d  by law, app ro pri at io ns  of r ev en ue  bo n d  pro-

2 0  ceeds, appropriations requi re d to pay  the p r i n c i p a l  a n d  interest on

2 1  general obliga ti on  bonds, and appropria ti on s of m one y re ce i v e d  from a

2 2  non-State source in trust for a specific purpose, i n c lu di ng  revenues

23 of a public e nterprise or public c o r p o r a t i o n  of the State that issues

24 revenue bonds, a pp ropriations from the t re asury m a d e  fo r a fiscal year

25 shall not exceed appropriations m ad e  for the p r e c ed ing  fiscal year by

26 more than five percent plus the change, d e r i v e d  as p r e s c r i b e d  by law,

27 in popul at io n and inf la ti on  since the b e g i n n i n g  of the preceding

28 fiscal year.

29 (c) The legislature may excee d the a p p r o p r i a t i o n  limit calculated
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u n d e r  (b) of this s e c t i o n  in bi ll s for a pp rop r i a t i o n s  if e a c h  bill is 

a p p r o v e d  by the  governor, or p a s s e d  by af fi rma ti ve  v o t e  of three- 

fourths o f  the m e m b e r s h i p  of the leg i s l a t u r e  over  a vet o o r  item veto, 

or b e c o m e s  law w i t h o u t  signature, and  is also a pp ro ved  by the v o t e r s  

as p r e s c r i b e d  by law. Each b ill fo r a p p r opr ia ti on s for capital p r o j­

ects in excess of the limit shall be c o n f i n e d  to capital p roj ec ts  of 

the same type, and the voters shall, as p r o v i d e d  by law, be i n f o r m e d  

of th e cost of op er a t i o n s  and m a i n t e n a n c e  of the c a pi ta l projects. 

A p p r o p r i a t i o n s  m a d e  u n d e r  this s u b s e c t i o n  shall not be co ns i d e r e d  w h e n  

c a l c u l a t i n g  the ap pr o p r i a t i o n  limit u n d e r  (b) of this s e c t i o n  for the 

f o l l o w i n g  fiscal year.

(d) F i f t y  pe r c e n t  of the m o n e y  r e c e i v e d  by the State that is 

subje ct to the a p p r o p ri at io n limit u n d e r  (b) of this s e ct io n and that 

ex c ee ds  that a p p r o p r i a t i o n  limit but is not a p pr op ria te d u nde r (c) of 

this s e c t i o n  shall be d e p o s i t e d  in the p ermanent fund and the 

r e m a i n i n g  fifty perc en t shall be d e p o s i t e d  in the budget reserve fund.

SE C TI ON  32. B U D G E T  RE S E R V E  FUND. (a) U nl e s s  the o p e r a t i o n  of 

this s e c t i o n  is susp en ded  u n d e r  S e c t i o n  33 of this article, this 

s e c t i o n  applies fr o m  July 1, 1989, t h r o u g h  June 30, 1995.

(b) Inc o m e  of the permanent fun d shall be d e p o s i t e d  i n  the 

bu d g e t  reserve fund in acco rd anc e w i t h  S e c t i o n  30(c) of this article. 

F i f t y  p e rc ent  of the money r e c e i v e d  b y  the State that is subject to 

the a p p r o p r i a t i o n  limit u n d e r  S e c t i o n  31 of this arti cl e a n d  that 

e x c e e d s  that a p p r o p r ia tio n limit shall be d e p o s i t e d  in the budget 

r e s e r v e  fund. Additi on al  a p p r o p r i a t i o n s  ma y be m ade to the budget 

re s e r v e  fund.

(c) M o n e y  in the budget r e s er ve  f und shall be in ves te d so as to 

y i e l d  co mpe ti ti ve  mar ke t rates to the fund. Income fr o m  inves tm ent  of 

the  fund shall be retained i n  the fund.
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(d) If the legislature determines that the money subject to the 

appropriation limit received by the State in a fiscal year  is less 

than the m a x i m u m  amount that may be appropriated u nder Section 31 of 

this article, mo ne y may be appropriated from the budget reserve fund 

to the general fund.

(e) Notwithstanding the appropriation limit in Section 31 of 

this article, additional amounts may be appropriated from the budget 

reserve fund to meet a State disaster declared by the governor as 

prescribed by law.

SECTION 33. SUSPENSION. If by January 1, the governor finds 

that anticipated State general fund revenue for the current fiscal 

year plus the balance in the budget reserve fund is less than eighty 

percent of the money appropriated for the current fiscal year, the

governor shall notify the legislature that the State is in a fiscal

crisis and the legislature may suspend the operation of Sections 29,

30, and 32 of this article for the current fiscal y e a r  by resolution

concurred in by two-thirds of the members of each house.

SECTION 34. REPEAL. Sections 29 - 33 of Arti cl e XV are repealed 

July 1, 1995.

* Sec. 3. The amendments proposed by this resolution shall be placed 

before the voters of the state at the next general el ect io n in conformity 

with  art. XIII, sec. 1, Constitution of the State of Alaska, and the e l e c­

tion laws of the state.
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