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Proposed Constitutional Amendment To Appear On The Ballot For The 
Special Constitutional Amendment Election, Tuesday, September 18, 
2012. 
 
By Anne Permaloff 
 
The precise language as it will appear on the ballot: 
  
Shall the following Amendment be adopted to the Constitution of Alabama?  
 
Proposed Statewide Amendment  
 
Proposing an amendment to the Constitution of Alabama of 1901, to provide adequate 
funding for the State General Fund budget, to prevent the mass release of prisoners from 
Alabama prisons, and to protect critical health services to Alabama children, elderly, and 
mothers by transferring funds from the Alabama Trust Fund to the State General Fund 
beginning with the state's 2012-2013 fiscal year and concluding with the state's 2014-
2015 fiscal year; to provide a new procedure for distributions made from the Alabama 
Trust Fund beginning 2012-2013 fiscal year; to create a County and Municipal 
Government Capital Improvement Trust Fund advisory committee; and to provide further 
for distributions made from the County and Municipal Government Capital Improvement 
Trust Fund. (Proposed by Act No. 2012-490)  
 
Yes (  )  
No  (  ) 
 
 
Key Terms: 
 
Alabama Trust Fund (ATF) 
Created as a depository for monies from offshore oil and gas leases and royalty payments 
based on production, its assets are held in a perpetual trust and invested to generate 
income (revenue). 
 
The Legislative Fiscal Office reported its September 2008 assets as $3.2 billion. By 
September 2011 assets had dropped to $2.8 billion. This figure excluded accounts 
receivables amounts withdrawn from the ETF Rainy Day Account and the State General 
Fund Rainy Day Account.  The Rainy Day funds were used to supplement revenue lost 
due to the economic downturn that began in 2007. 
 
The use of rainy day funds combined with lower levels of oil exploration and drilling and 
varied natural gas production rates reduced the funds in the ATF.  The recession and slow 
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recovery rate have impacted the interest and capital gains the fund collects on 
investments. 
 
Education Trust Fund Rainy Day Account 
A 2002 amendment allowed for monies to be borrowed from the ATF with the purpose of 
minimizing proration due to falling tax revenues.  During the recent recession the 
borrowing limit was reached. Monies borrowed must be returned within six years.  
Repayments for the recent withdrawals start to be due in three years. 
 
State General Fund Rainy Day Account 
Functions like the ETF Rainy Day Account but repayment must be done within ten years.  
During the recent recession the borrowing limit was reached.  Repayments for the recent 
withdrawals start to be due in eight years. 
 
Alabama Capital Improvement Trust Fund (ACITF)  
Created by Amendment 666 ratified by the voters in 2000, the ACITF is funded by 
receiving 28% of prior year ATF royalties. In February 2012 the Legislative Fiscal Office 
reported that $735.5 million had been deposited into the ACITF to date.  
 
A Bond Commission was given the authority to issue up to $350 million in economic 
development bonds.  The amount was raised to $750 million by another amendment that 
was ratified in June 2007.  As of February 2012, $720 million in bonds were issued 
leaving only $30 million in bonding authority left. 
 
County Government Capital Improvement Fund 
Counties use monies from this fund for such capital improvements as the construction, 
maintenance and renovation of public buildings, solid waste facilities, public utilities, and 
roads and bridges. They may also use the money for bonds and warrants and for the 
operation and maintenance of county health departments and the county human resources 
department. 
 
Municipal Government Capital Improvement Fund 
Municipalities use these monies for capital improvements and renovations and to finance 
and/or retire bonds and warrants. 
 
 
The Proposed ATF Distribution Changes in the September 18 
Amendment: 
 
Temporary Distributions to the State General Fund 
 
In Fiscal Years 2012-13, 2013-14 and 2014-2005, $145,796,943 would be moved from 
the ATF to the State General Fund.  The amounts equal the amount of the rainy day fund 
transfer.  However, these funds would not have to be repaid to the ATF.   
 
Proposed Permanent Changes in ATF Distributions 
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The specific funds to be transferred out of the Alabama Trust Fund would be pulled out 
for use beginning October 1, 2012 (the start of the 2012-2013 fiscal year).  The ATF 
Board is given authority to reduce these payouts each year if it finds a full payout would 
harm the fund.  Such action would require a two-thirds vote. 
 
The first distribution amounts to 33 percent of the oil and gas capital payments into the 
Alabama Trust Fund for the fiscal year prior to the distribution year.  
 
The funds would be distributed in the following way: 
 
1.  10 percent to the County Government Capital Improvement Fund. 
 
2.  10 percent to the Municipal Government Capital Improvement Fund 
 
3.  10 percent (but not more than $15 million in any one fiscal year) to the Forever Wild 
 Land Trust.  The transfers would end September 30, 2032. 
  
 However, if the Forever Wild Amendment which is on the November 2012         
 ballot is ratified, only 1 percent of the distributed amount would go into the 
 Forever Wild Land Trust Stewardship Account.  The November amendment if 
 passed would reauthorize payments into the Forever Wild Land Trust for 20 
 years. 
 
4. 1 percent (but not more than $5 million) in any fiscal year to the Alabama Senior 

 Citizens Trust Fund. 
 

5. The remaining monies go into the State General Fund 
 
Analysis done by Alabama Arise Citizen Project suggests that the yearly revenues going 
into the General Fund will change very little with the new payout scheme but that the 
revenue stream would be more stable.   
 
The second distribution is to equal 5 percent of the average market value of invested 
assets of the County and Municipal Government Capital Improvement Fund calculated 
based on the three previous physical years.  The County Government Capital 
Improvement Fund and the Municipal Government Capital Improvement Fund would 
each receive 50 percent of these monies. 
 
 
 
 
 
 
The Pros and Cons of Ratification 
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Pro:   
 
Essential state services (Medicaid, corrections, mental health, and most state functions 
other than education) would not be reduced or would be reduced at a lower rate and 
layoffs reduced or prevented. 
 
Tax increases would be less likely. 
 
If the amendment fails, proration rates will be high unless the Legislature comes up with 
new taxes, but options related to the raising larger revenues are restricted by the Alabama 
Constitution.  Changing those restrictions would require new legislation and public 
ratification of one or more amendments. 
 
Con:   
 
The temporary transfers will not be repaid.  Amounts borrowed would deplete the ATF 
which has already seen large declines in its value.   
 
In future years, similar “emergency” transfers might be sought rather than attempting to 
deal with underlying revenue problems in existing policy and/or constitutional 
limitations. 
 
Earmarking of funds for specific purposes continues.  Alabama’s earmarking rate 
(estimated at 84 percent by the Legislative Fiscal Office) is generally considered the 
highest in the nation. 
 
 


