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was referred to the 
Senate Finance 
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Hearing(s) were held

The bill did not move 
from Committee
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Senate B il l 311: 

Sponsor:

Sponsor Statement

“ A n act re la tin g to the p u b lic school tru s t fu nd , the 
A la ska c h ild re n ’s tru s t, and the A la ska he ritage 
endowm en t fu n d ; and p ro v id in g  fo r an e ffec tive da te .”

S ena to r Gene T h e r r ia u lt

Senate B ill 311 is designed to give greater fle x ib ility  to the Comm issioner o f Revenue in 
investing the princ ip le o f the Public Schools Trust Fund, the Alaska Ch ild ren ’ s Trust and 
the A laska Heritage Endowment Fund.

When these funds were created, the statutes were w ritten so that the money appropriated 
from the accounts could on ly come from the Net Income Account o f the funds. This 
forced the Comm issioner o f Revenue to invest the money in low y ie ld bonds and C D ’s 
that wou ld return guaranteed dividends as net income. The current language creates no 
incentive fo r the Comm issioner to invest in high yie ld equities because the increase in 
value o f the equity is considered an increase in princ ip le rather than net income.

Senate B ill 311 w ill a llow appropriations from the funds to be based on the market value 
rather than net income. Th is change in statute w ill direct the Comm issioner o f Revenue 
to manage the funds as endowments and a llow investments in higher y ie ld ing securities. 
The comm issioner would be directed to invest the assets in a manner to y ie ld at least a 
5% real rate o f return over time and report to the legislature annually the market value o f 
the fund as we ll as the amount o f money available fo r appropriation.

Passage o f Senate B ill 311 would create a more productive group o f funds that would 
more e ffe c tive ly fund programs throughout the state.
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Senate B i l l 311

Section 1. Removes reference to the “ net income account”  in the A laska Heritage 
Endowment Fund and replaces it w ith “ money appropriated from .”  The net income 
account is repealed in section 23. This allows money to be appropriated from the fund 
w ithou t being considered “ income.”

Section 2 and 3. Removes all references to “ the net income account”  which is repealed 
in section 23.

Section 4. Removes reference to “ the princ ipa l o f ’ in the Alaskan ch ild ren ’s trust 
because the fund w il l no longer be comprised o f “ p rinc ipa l”  and “ net income.”

Section 5. Removes AS 37.14.170 which describes how the Public Schools Trust Fund 
was to be invested and managed. New crite ria w ill be outlined in section 7.

Section 6. Removes reference to the “ princ ip le ”  o f the fund and adds appropriations and 
income to what the fund is comprised of.

Section 7. Deletes language that describes the d is tinc tion between income and princ ip le 
o f the Public Schools Trust Fund. It also explains that the fund is to be managed as an 
endowment, which is not to d im in ish over time and w ill be expected to y ie ld at least 5% 
real rate o f return over time.

Section 8. Adds language to state that revenues deposited in to this fund arc not 
dedicated.

Section 9. Deletes reference to princ ip le and interest o f the fund.

Section 10. Removes statute that explains how the net income o f the Public School Trust 
was to be spent and inserts the language stating how the fund is to be managed. A fte r
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Ju ly 1SI the Comm issioner o f Revenue w ill report the month-end market value o f the fund 
and the three previous fiscal years and iden tify 5% o f the amount fo r appropria tion by the 
legislature.

Section 11. Repeals language that distinguishes between income and princ ip le o f the 
account and replaces it w ith language describing the duties o f the comm issioner.

Section 12. Removing language that refers to the princ ip le o f the fund and adds language 
that the trust also consists o f “ income earned on investment o f trust assets.”

Section 13. Inserts language stating that the fund w ill be managed as an endowment and 
the purchasing power w il l not d im in ish over time. The fund is to be invested in a manner 
lik e ly to yie ld at least a 5% real rate o f return. A lso insens language that noth ing in this 
section creates a dedicated fund.

Section 14. Repeals language that distinguishes between income and princ ip le o f the 
account and replaces it w ith language re-stating the duties o f the comm issioner.

Section 15. Removes language re lating lo “ net income”  and replaces it w ith “ money 
appropriated from .”  A lso removes the words “ programs and”  from  the statement 
“ programs and projects”  by request o f the fund to more narrow ly designate what they are 
attempting to fund.

Section 16. Removes statute that explains how the net income o f the A laska Childrens 
Trust was to be spent and inserts the language stating how the fund is to be managed.

Section 17. Removes language re ferring to “ net income”  when re fe rring to grants and 
changes it to “ money appropriated from .”  Removes language re fe rring to “ programs,”  in 
the statements “ programs and projects.”  Adds language to spec ify who can receive 
appropriated grants and how they are to be used.

Section 18. Removes the word “ programs”  from “ programs and projects to c la rify the 
intent o f the grants.

Section 19. Removes language d is tingu ish ing the difference between the princ ip le and 
the income o f the Alaska Heritage Endowment Fund.

Section 20. Inserts subsection stating that the fund w ill be managed as an endowment 
and the purchasing power w ill not d im in ish over time. A lso inserts language that noth ing 
in this section creates a dedicated fund.

Section 21. Repeals language that distinguishes between income and princ ip le o f the 
account and replaces it w ith language re-ou tlin ing the duties o f the comm issioner.

Section 22. Removes statute that explains how the net income o f the A laska Heritage 
Endowment Fund was to be spent and inserts the language stating how the fund is to be



managed. A fte r Ju ly 1st the Comm issioner o f Revenue w il l report the month-end market 
value o f the fund and the three previous fiscal years and iden tify 5% o f the amount fo r 
appropriation by the legislature.

Section 23. Removes language that separates these funds in to “ net income” and 
“ p rinc ip le ” .

Section 24. Adds language to the uncodified law o f the State o f A laska to describe the 
transition from the old system o f managing the Alaska Heritage Endowment Fund. This 
includes seeking consent from contributors to the fund.

Section 25. Removes language referring to “ net income”  and replaces it w ith 
“ appropriations from ."

Section 26. States the effective date is immediate.
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SU B JEC T :

T O :

Certain pub lic funds: sectional summary (SB 3 11)

Senator Gene Therriau lt 
A ttn : Zach W arw ick

F R O M : Tamara Brandt Cook a ( y  
D irec to r ^  \0

This b ill basically elim inates the d is tinc tion between income and princ ipa l in three public 
funds: the A laska heritage endowment fund, the A laska children 's trust, and the public 
school trust fund. I t switches from a system under wh ich income was used from each 
fund to a fo rm u la under wh ich five percent o f an averaged market value o f the fund is the 
basis fo r determ in ing the level o f appropriations from the fund each year.

Sec. 1. Deletes reference to the net income account and s im p ly authorizes use o f money 
appropriated from the A laska heritage endowment fund. The net income account is 
repealed in b il l sec. 23.

Secs. 2 and 3. Conform ing changes to delete reference to the net income account.

Sec. 4. E lim inates a reference to "the princ ipa l o f  in connection w ith the Alaska 
children 's trust.

Sec. 5. E lim inates a reference to AS 37.14.170, repealed in b ill sec. 23, wh ich establishes 
crite ria fo r the investment and management o f the pub lic school trust fund. A new 
statement o f management criteria is added in b ill sec. 7.

Sec. 6. E lim inates the d is tinc tion between princ ipa l and income o f the pub lic school trust 
fund. Adds to lis t o f sources o f fund assets appropria tions to the fund and income earned 
on fund assets.

Sec. 7. See explanation, see. 5.

Sec. 8. Adds a prov is ion that, except fo r amounts dedicated under federal law , amounts 
deposited in to the pub lic school trust fund are not dedicated.

Sec. 9. Confo rm ing change to delete reference to "p rinc ipa l and interest" w ith respect lo 
the public school trust fund.



See. 10. Establishes fo rm u la under which the amount to be used from the pub lic school 
trust fund is five percent o f an averaged market value o f the fund.

Sec. 11. Changes provis ions dealing w ith management o f the pub lic school trust fund.

Sec. 12. Confo rm ing change to elim inate d is tinction between princ ipa l and income w i'b 
respect to the A laska children 's trust.

Sec. 13. Adds provisions re la ting to management o f the trust as an endowment and 
prov id ing that the trust is not dedicated.

Secs. 14 and 15. Changes provis ions re lating to management o f the trust.

Sec. 16. Establishes fo rm u la under which the amount to be used from  the trust each year 
is five percent o f an averaged market value o f the trust.

Secs. 17 and 18. Confo rm ing changes and changes to provis ions dealing w ith grants 
from the trust.

Sec. 19. E lim inates d is tinction between princ ipa l and income fo r the A laska heritage 
endowment fund.

Sec. 20. Adds a new prov is ion dealing w ith management o f the fund as an endowment 
and prov id ing that the fund is not dedicated.

Sec. 21. Changes provisions dealing w ith management o f the endowment fund.

Sec. 22. Provides fo r use o f five percent o f an averaged market value o f the endowment 
fund.

Sec. 23. Repeals provisions dealing w ith income o f the funds dealt w ith in this b il l and a 
provis ion dealing w ith investment o f the public school trust fund.

Sec. 24. Requires ihe comm issioner o f revenue to get consent from persons who made 
contribu tions to the Alaska heritage endowment fund princ ipa l to account fo r those 
amounts under the provis ions o f th is Act.

Sec. 25. D irects the revisor o f statutes to change an artic le heading.

See. 26. Provides fo r an immediate effective date.

Senator Gene Therriault
N March 27, 2002
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S E N A T E  C O M M IT T E E  R E P O R ,
F irst Com m ittee o f R e fe r r a l

DATE: 2/19/02 FURTHER: Finance

Date of 5-Day Notice: Wtf 02-^
(in accordance with Uniform Rule 23)

DATE TURNED 
IN TO O FFICE:.

Health, Education and Social Services Committee considered SENATE BILL NO. 311
S B  311 S T A T E  T R U ST  FUND M O NIES

"An Act relating to the public school trust fund, the Alaska children’s trust, and the Alaska heritage 
endowment fund; and providing for an effective date."
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