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“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.”

Senate Bill 311:

Sponsor: Senator Gene Therriault

Sponsor Statement

Senate Bill 311 is designed to give greater flexibility to the Commissioner of Revenue in
investing the principle of the Public Schools Trust Fund, the Alaska Children’s Trust and

the Alaska Heritage Endowment Fund.

When these funds were created, the statutes were written so that the money appropriated
from the accounts could only come from the Net Income Account of the funds. This
forced the Commissioner of Revenue to invest the money in low yield bonds and CD’s
that would return guaranteed dividends as net income. The current language creates no
incentive for the Commissioner to invest in high yield equities because the increase in
value of the equity is considered an increase in principle rather than net income.

Senate Bill 311 will allow appropriations from the funds to be based on the market value
rather than net income. This change in statute will direct the Commissioner of Revenue
to manage the funds as endowments and allow investments in higher yielding securities.
The commissioner would be directed to invest the assets in a manner to yield at least a

5% real rate of return over time and report to the legislature annually the market value of

the fund as well as the amount of money available for appropriation.

Passage of Senate Bill 311 would create a more productive group of funds that would

more effectively fund programs throughout the state.
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SECTIONAL ANALYSIS

Senate Bill 311

Section 1. Removes reference to the “net income account” in the Alaska Heritage
Endowment Fund and replaces it with “money appropriated from.” The net income
account is repealed in section 23. This allows money to be appropriated from the fund

without 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 Removes all references to “the net income account” which is repealed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 principal of’ in the Alaskan children’s trust
because the fund will no longer be comprised of “principal” 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 criteria will be outlined in section 7.

Section 6. Removes reference to the “principle” of the fund and adds appropriations and

income to what the fund is comprised of.
Section 7. Deletes language that describes the distinction between income and principle

of the Public Schools Trust Fund. It also explains that the fund is to be managed as an
endowment, which is not to diminish over time and will be expected to yield at least 5%

real rate of return over time.

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

dedicated.
Section 9. Deletes reference to principle and interest of the fund.

Section 10. Removes statute that explains how the net income of the Public School Trust
was to be spent and inserts the language stating how the fund is to be managed. After
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July 19 the Commissioner of Revenue will report the month-end market value of the fund
and the three previous fiscal years and identify 5% of the amount for appropriation by the

legislature.

Section 11. Repeals language that distinguishes between income and principle of the
account and replaces it with language describing the duties of the commissioner.

Section 12. Removing language that refers to the principle of the fund and adds language
that the trust also consists of “income earned on investment of trust assets.”

Section 13. Inserts language stating that the fund will be managed as an endowment and
the purchasing power will not diminish over time. The fund is to be invested in a manner
likely to yield at least a 5% real rate of return. Also insens language that nothing in this

section creates a dedicated fund.

Section 14. Repeals language that distinguishes between income and principle of the

account and replaces it with language re-stating the duties of the commissioner.

Section 15. Removes language relating lo “net income” and replaces it with “money

appropriated from.” Also removes the words “programs and” from the statement

“programs and projects” by request of the fund to more narrowly designate what they are

attempting to fund.

Section 16. Removes statute that explains how the net income of the Alaska Childrens

Trust was to be spent and inserts the language stating how the fund is to be managed.

Section 17. Removes language referring to “net income” when referring to grants and

“money appropriated from.” Removes language referring to “programs,” in

changes it to
Adds language to specify who can receive

the statements “programs and projects.”
appropriated grants and how they are to be used.

Section 18. Removes the word “programs” from “programs and projects to clarify the

intent of the grants.

Section 19. Removes language distinguishing the difference between the principle and

the income of the Alaska Heritage Endowment Fund.

Section 20. Inserts subsection stating that the fund will be managed as an endowment
and the purchasing power will not diminish over time. Also inserts language that nothing

in this section creates a dedicated fund.

Section 21. Repeals language that distinguishes between income and principle of the
account and replaces it with language re-outlining the duties of the commissioner.

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



managed. After July 1¢ the Commissioner of Revenue will report the month-end market
value of the fund and the three previous fiscal years and identify 5% of the amount for

appropriation by the legislature.

Section 23. Removes language that separates these funds into “net income” and
“principle”.
Section 24. Adds language to the uncodified law of the State of Alaska to describe the

transition from the old system of 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 with

“appropriations from."

Section 26. States the effective date is immediate.
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This bill basically eliminates the distinction between income and principal in three public
funds: the Alaska heritage endowment fund, the Alaska children's trust, and the public
school trust fund. It switches from a system under which income was used from each
fund to a formula under which five percent of an averaged market value of the fund is the

basis for determining the level of appropriations from the fund each year.

Sec. 1. Deletes reference to the net income account and simply authorizes use of money
appropriated from the Alaska heritage endowment fund. The net income account is

repealed in bill sec. 23.

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

Sec. 4. Eliminates a reference to "the principal o f in connection with the Alaska

children's trust.

Sec. 5. Eliminates areference to AS 37.14.170, repealed in bill sec. 23, which establishes
criteria for the investment and management of the public school trust fund. A new

statement o f management criteria is added in bill sec. 7.

Sec. 6. Eliminates the distinction between principal and income of the public school trust
fund. Adds to list of sources of fund assets appropriations to the fund and income earned

on fund assets.
Sec. 7. See explanation, see. 5.

Sec. 8. Adds a provision that, except for amounts dedicated under federal law, amounts

deposited into the public school trust fund are not dedicated.

Sec. 9. Conforming change to delete reference to "principal and interest" with respect lo

the public school trust fund.
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See. 10. Establishes formula under which the amount to be used from the public school
trust fund is five percent ofan averaged market value ofthe fund.
Sec. 11. Changes provisions dealing with management ofthe public school trust fund.

Sec. 12. Conforming change to eliminate distinction between principal and income wi'b

respect to the Alaska children's trust.

Sec. 13. Adds provisions relating to management of the trust as an endowment and

providing that the trust is not dedicated.
Secs. 14 and 15. Changes provisions relating to management o f the trust.

Sec. 16. Establishes formula under which the amount to be used from the trust each year

is five percent ofan averaged market value of the trust.

Secs. 17 and 18. Conforming changes and changes to provisions dealing with grants

from the trust.

Sec. 19. Eliminates distinction between principal and income for the Alaska heritage

endowment fund.

Sec. 20. Adds a new provision dealing with management of the fund as an endowment

and providing that the fund is not dedicated.
Sec. 21. Changes provisions dealing with management o f the endowment fund.

Sec. 22. Provides for use o f five percent of an averaged market value of the endowment

fund.

Sec. 23. Repeals provisions dealing with income ofthe funds dealt with in this bill and a

provision dealing with investment o f the public school trust fund.

Sec. 24. Requires ihe commissioner of revenue to get consent from persons who made
contributions to the Alaska heritage endowment fund principal to account for those

amounts under the provisions o fthis Act.

Sec. 25. Directs the revisor of statutes to change an article heading.

See. 26. Provides for an immediate effective date.
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