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1  I N  THE  HOUSE  BY BOUCHER

2 HO US E  B I L L  NO.  4 2

3 I N  TH E  L E G I S L A T U R E  O F  THE  S T A T E  O F  A LA S K A

4 F I F T E E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N

5  A  B I L L

6 For an Act e n t i t l e d :  "A n Act r e l a t i n g  to the u n i v e r s i t y  fund;  and p r o v i d -

7 in g  for an e f f e c t i v e  d a t e . "

8  B E  I T  ENACTED BY THE L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9  *  S e c t i o n  1 .  A S  3 7 . 1 3  i s  amended by adding a new s e c t i o n  to read:

1 0  S e c .  3 7 . 1 3 . 0 1 5 .  U N I V E R S I T Y  FUND,  ( a )  Under ar t .  I X ,  s e c .  1 7 ,

1 1  C o n s t i t u t i o n  of the  S t a t e  of A l a s k a ,  there  i s  e s t a b l i s h e d  as a s e p a -

1 2  rate fund the u n i v e r s i t y  fund c o n s i s t i n g  of

1 3  ( 1 )  f i v e  p er c e n t o f  a l l  mi ne ra l  l e a s e  r e n t a l s ,  r o y a l t i e s ,

1 4  royalty s a l e  p r o c e e d s ,  net p r o f i t  sh a re s  under A S  3 8 . 0 5 . 1 8 0 ( f )  and

1 5  ( g ) ,  and federal  m in e r a l  re ven ue  sharing payments r e c e i v e d  by the

1 6  s t a t e  a ft er  January 1 ,  1 9 8 9 ,  from mineral  l e a s e s  i s s u e d  on or b e f o r e

1 7  D ec em b er  1 ,  1 9 7 9 ,  and s i x  p e r c e n t  of all  b o n u se s  r e c e i v e d  by the s t a t e

1 8  a f t e r  January 1 ,  1 9 8 9 ,  from m i n e r a l  l e a s e s  i s s u e d  on or b e f o r e  F e b r u -

1 9  ary 1 5 ,  1 9 8 0 ;

20  ( 2 )  any other money a pp r o p r i a t e d  to the  u n i v e r s i t y  fund.

2 1  ( b )  Payments due the u n i v e r s i t y  fund under ( a )  of  t h i s  s e c t i o n

2 2  s h a ll  b e  made to the fund once each month.

2 3  ( c )  The u n i v e r s i t y  fund s h a l l  b e  managed by the  A l a s k a  Permanent

2 4  Fund Corporation e s t a b l i s h e d  i n  t h i s  ch a pt er .

2 5  ( d )  Income of  the u n i v e r s i t y  fund tr a n sf e r r e d  to the Board of

2 6  R e g e n t s  of the U n i v e r s i t y  o f  A la s k a  under A S  3 7 . 1 3 . 1 4 5 ( b )  s h a l l  b e

2 7  u s e d  for the U n i v e r s i t y  of A l a s k a  i n  accordance with A S  1 4 . 4 0  and

2 8  other a p p l i c a b l e  p r o v i s i o n s  o f  law.

2 9  *  S e c .  2 .  A S  3 7 . 1 3 . 0 2 0  i s  amended to rea d :
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S e c .  3 7 . 1 3 . 0 2 0 .  F I N D I N G S .  Th e  p e o p l e  o f  th e  s t a t e ,  by c o n s t i ­

t u t io n a l  amendment,  hav e  r e q u ir e d  the  p l a c e m e n t  o f  at l e a s t  2 5  p e r c e n t  

o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,  royalty s a l e  p r o c e e d s ,  and 

f e d e r a l  m i n e r a l  r e v e n u e  sh a ri n g  pay men ts  and b o n u s e s  r e c e i v e d  by the  

s t a t e  in to a permanent fund and at l e a s t  f i v e  p e r c e n t  of  t h e  money 

from th ose  sourceB i n t o  a u n i v e r s i t y  fu n d . Th e  l e g i s l a t u r e  f i n d s  w it h  

r e s p e c t  to the  A l a s k a  Permanent Fund C o rp o r a t i o n  that the

( 1 )  [ T H E ]  corpor ati on should p r o v i d e  a means  o f  c o n s e r v i n g  

a p o r t io n  of  the  s t a t e ' s  r e v e n u e s  from m i n e r a l  r e s o u r c e s  to b e n e f i t  

a l l  g e n e r a t i o n s  o f  A l a s k a n s ;

( 2 )  [ T H E ]  c o r p o r a t i o n ' s  goal should b e  to m a i n t a i n  s a f e t y  

of p r i n c i p a l  w h i l e  m a x i m i z i n g  tota l  r e t u r n ;

( 3 )  [ T H E ]  corpor ati on should b e  u s e d  a s  a s a v i n g s  d e v i c e  

managed to allow the  maximum u s e  of  d i s p o s a b l e  in com e from t h e  c o r p o r ­

a t i o n  for p u r p o s e s  d e s i g n a t e d  by law.

*  S e c .  3 .  A S  3 7 . 1 3 . 0 3 0  i s  amended to r e a d :

S e c .  3 7 . 1 3 . 0 3 0 .  P U R P O S E .  I t  i s  th e  p u r p o s e  of  t h i s  c h a p t e r  to 

p r o v i d e  a m e c h an is m  for the  management and i n v e s t m e n t  of t h o s e  p e r m a ­

nent fund and u n i v e r s i t y  fund a s s e t s  a l l o c a t e d  to the A l a s k a  Permanent  

Fund Corpor ati on i n  a manner c o n s i s t e n t  w i t h  t h e  f i n d i n g s  i n  A S  3 7 . -

1 3 . 0 2 0 .

*  S e c .  4 .  A S  3 7 . 1 3 . 1 2 0 ( a )  i s  amended to r e a d :

( a )  Th e  prud en t-ma n ru l e  s h a l l  b e  a p p l i e d  by the  board i n  the  

management and i n v e s t m e n t  of  A l a s k a  permanent fund and u n i v e r s i t y  fund 

a s s e t s .  Th e  pruden t-man rul e  a s  a p p l i e d  to i n v e s t m e n t s  o f  the  c or p o­

ra tio n means  that i n  making i n v e s t m e n t s  th e  board s h a l l  e x e r c i s e  the  

Judgment and care  under the  c i r c u m s t a n c e s  then p r e v a i l i n g  that [W H I C H ]  

an i n s t i t u t i o n a l  i n v e s t o r  o f  ordinary p r u d e n c e ,  d i s c r e t i o n ,  and i n t e l ­

l i g e n c e  e x e r c i s e s  i n  the management o f  la r g e  i n v e s t m e n t s  e n t r u s t e d  to
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i t  not i n  regard to s p e c u l a t i o n  but i n  regard to t h e  permanent d i s p o ­

s i t i o n  o f  f u n d s ,  c o n s i d e r i n g  p r o b a b l e  s a f e t y  of  c a p i t a l  a s  w e l l  as  

p r o b a b l e  i n c o m e .

*  S e c .  5 .  A S  3 7 . 1 3 . 1 2 0 ( e )  i s  amended to r e a d :

( e )  T h e  c o r p o r a t i o n  may not borrow funds or gua rantee  from 

p r i n c i p a l  o f  the  A l a s k a  permanent fund or the  u n i v e r s i t y  fund the  

o b l i g a t i o n s  o f  o t h e r s .

*  S e c .  6 .  A S  3 7 . 1 3 . 1 2 0 ( i )  i s  amended to r e a d :

( i )  At the  t i m e  o f  each i n v e s t m e n t ,  the a g g r e g a t e  i n v e s t m e n t  o f  

the  A l a s k a  permanent fund and the  a g g r e g a t e  i n v e s t m e n t  of th e  u n i v e r ­

s i t y  f und i n  ea ch  s t a t e d  category of  i n v e s t m e n t  may not e x c e e d  the  

fo l lo w i n g  s t a t e d  p e r c e n t a g e  of  th e  t o t a l  i n v e s t m e n t s  of e a c h  [ T H E ]  

fund:  mortgages  under ( g ) ( 1 6 )  o f  t h i s  s e c t i o n ,  1 5  p e r c e n t ;  r e a l  e s t a t e  

i n v e s t m e n t s  under ( g ) ( 2 0 )  of  t h i s  s e c t i o n ,  1 5  p e r c e n t ;  f o r e i g n  c e r t i f ­

i c a t e s  of  d e p o s i t  or t h e  e q u i v a l e n t  un d e r ( g ) ( 1 9 )  o f  t h i s  s e c t i o n ,  2 0  

p e r c e n t ;  corporate  s t o c k s  and d e b t  s e c u r i t i e s  under ( g ) ( 8 ) ,  ( 9 ) ,  and

( 1 8 )  o f  t h i s  s e c t i o n ,  5 0  p e r c e n t .  At no t i m e  may the  [ T H E ]  A l a s k a  

permanent fund or u n i v e r s i t y  fund [MAY A T  NO T I M E ]  own more than f i v e  

p e r c e n t  o f  the  v o t i n g  s t o c k  o f  a c o r p o r a t i o n .  D o m e s t i c  s t o c k s ,  e x c e p t  

for bank and i n s u r a n c e  company s t o c k s ,  must b e  l i s t e d  at th e  date  o f  

p u r c h a s e  on an exc han ge r e g i s t e r e d  w i t h  the  S e c u r i t i e s  and Exchange  

C o m m i s s i o n .

*  S e c .  7 .  A S  3 7 . 1 3 . 1 2 0 ( 3 )  i s  amended to r e a d :

( j )  The  a s s e t s  o f  the  A l a s k a  perman ent fund or the  u n i v e r s i t y  

fund may not b e  u s e d  for the  p u r c h a s e  o f  bonds o f  a c o r p o r a t i o n ,  upon  

which a [A N Y ]  re g ul ar  i n t e r e s t  payment has  b e e n  d e f a u l t e d  w i t h i n  f i v e  

y e a r s  b e f o r e  p u r c h a s e ,  e x c e p t  bonds n e v e r  i n  d e f a u l t  but which have  

b e e n  ou ts ta n di ng  for  l e s s  than f i v e  y e a r s .

*  S e c .  8 .  A S  3 7 . 1 3 . 1 2 0 ( a )  i s  amended to r e a d :
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1  ( m )  C e r t i f i c a t e s  of d e p o s i t  or the e q u iv a l e n t  in st r um e nt s  that

2  are not o f  a q u a l it y  that may b e  r e a d i l y  so l d  i n  a secondary market at

3  p r i c e s  r e f l e c t i n g  f a i r  v a l u e  must b e  s e c u r e d  by a p l e d g e  a s  co ll a te r al

4  o f  i n v e s t m e n t s  authorized for t h e  A l a s k a  permanent fund and the u n i -

5  v e r s i t y  fund under ( g ) ( 1 ) !  ( 2 ) ,  ( 8 ) ,  or ( 1 2 )  -  ( 1 7 )  o f  t h i s  s e c t i o n  or

6  by a p l e d g e  a s  c o ll a t e r a l  o f  o b l i g a t i o n s  of the s t a t e  or in st r u m e n -

7 t a l i t i e s  o f  the  s t a t e  that are  rated at l e a s t  " A "  by a major bond

8 r a t i n g  s e r v i c e  and have  a demonstrated secondary m a r k e t ,  which i n v e s t -

9  ments  or o b l i g a t i o n s  have v a l u e  at l e a s t  equal to t h e  f a c e  v a l u e  of

1 0  the c e r t i f i c a t e  of  d e p o s i t .  T h e  board may r e q u i r e  s u b s t i t u t i o n  of

1 1  c o l l a t e r a l  i n  order to e n s u r e  con tinu ed  s a t i s f a c t i o n  of  the r e q u i r e -

1 2  men ts  s e t  out i n  t h i s  s u b s e c t i o n .

1 3  *  S e c .  9 .  A S  3 7 . 1 3 . 1 4 0  i s  amended to r e a d :

1 4  S e c .  3 7 . 1 3 . 1 4 0 .  I N C O M E .  Net income o f  the co rpo ra ti on s h a l l  b e

1 5  computed annually a s  of  th e  l a s t  day of  the f i s c a l  y e a r  i n  accordance

1 6  w it h g e n e r a l l y  a c c e p t e d  accounting p r i n c i p l e s ,  e x c l u d i n g  any u n r e a l i z -

1 7  ed  g a i n s  or l o s s e s .  In come from th e  A l a s k a  permanent fund a v a i l a b l e

1 8  for d i s t r i b u t i o n  e qu al s  2 1  p e r c e n t  of  the  net in com e of  the co rpo -

1 9  r a t i o n  from that fund for the  l a s t  f i v e  f i s c a l  y e a r s ,  i n c l u d in g  the

2 0  f i s c a l  y e a r  j u s t  e n d e d ,  but may not e x c e e d  net in com e of  the corp o-

2 1  r a t i o n  from that fund for the  f i s c a l  year  j u s t  e nde d p l u s  the ba la nc e

2 2  i n  th e  e a r n i n g s  r e s e r v e  account d e s c r i b e d  i n  A S  3 7 . 1 3 . 1 4 5 .  Income

2 3  from the  u n i v e r s i t y  fund a v a i l a b l e  for d i s t r i b u t i o n  equals  the  net

2 4  in co m e  o f  the  corporation from that fund for the  f i s c a l  year  j u s t

2 5  e n d e d .

2 6  *  S e c .  1 0 .  A S  3 7 . 1 3 . 1 4 5  i s  amended to r e a d :

2 7  S e c .  3 7 . 1 3 . 1 4 5 .  D I S P O S I T I O N  O F  I N C O M E .  At  th e  end o f  each

2 8  f i s c a l  y e a r ,  an amount s u f f i c i e n t  to o f f s e t  the  e f f e c t  of  i n f l a t i o n  on

2 9  p r i n c i p a l  o f  the A l a s k a  permanent fund during that y e a r ,  as  me asu re d
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by the change i n  the calendar year average  U n i t e d  S t a t e s  consumer  

p r i c e  index for a ll  urban consumers s h a l l  b e  t r a n sf e r r e d  from net  

income from the Alaska permanent fund as  d e f i n e d  i n  A S  3 7 . 1 3 . 1 4 0 ,  

e xc lu d in g income on the e ar ni ng s  r e s e r v e  account i n  the Alaska p er m a ­

nent fund,  to the p r i n c i p a l  of the A l a s k a  permanent fund for r e i n v e s t ­

me nt .  The balance of the income from the A l a s k a  permanent fund 

a v a i l a b l e  for d i s t r i b u t i o n  under A S  3 7 . 1 3 . 1 4 0  s h a l l  b e  transf er re d to 

the earnings  r e s e r v e  account i n  the A la s k a  permanent fund.  Money i n  

the earnings  r e s e r v e  account s h a l l  b e  i n v e s t e d  i n  in v e s t m e n t s  

authorized under A S  3 7 . 1 3 . 1 2 0 .  Incom e from the in ve st me nt  of the  

e a r n in g s  r e s e r v e  account s h a l l  b e  tr e a t ed  as an a d d i t i o n  to that  

account.

*  S e c .  1 1 .  AS 3 7 . 1 3 . 1 4 5  i s  amended by adding a new s u b s e c t i o n  to r e a d :

( b )  At the end of each f i s c a l  year the ne t  income from the  

u n i v e r s i t y  fund as d e f i n e d  i n  A S  3 7 . 1 3 . 1 4 0  s h a ll  b e  tr an sfe rr ed  to the  

Board of Regents  of the U n i v e r s i t y  o f  A l a s k a .

*  S e c .  1 2 .  A S  3 7 . 1 3 . 1 7 0  i s  amended to re ad :

S e c .  3 7 . 1 3 . 1 7 0 .  R E P O R T S  AND P U B L I C A T I O N S .  By S e p t e m b e r  3 0  of  

each yea r ,  the board s h a ll  p u b l i s h  a report of the  corporation for  

d i s t r i b u t i o n  to the governor,  l e g i s l a t u r e ,  and the  p u b l i c .  Th e  report  

sh a ll  be  written i n  e a s i l y  understandable  language.  The  report must  

in cl ud e f i n a n c i a l  st a te m e nt s  a u d it e d  by in d epe nd en t o u t s i d e  a u d i t o r s ,  

a statement of the amount of money r e c e i v e d  by th e  Alaska  permanent  

fund and the u n i v e r s i t y  fund from each in v e st m e n t  during the  p e r i o d  

c o ve r ed ,  a statement of i n v e s t m e n t s  of the corporation in c l u d in g  an 

a p p r a i s a l  at market v a l u e ,  a d e s c r i p t i o n  of  corporation i n v e s t m e n t  

a c t i v i t y  during the p e r i o d  covered by the r e p o r t ,  a comparison o f  the  

corporation performance with the in te n d e d  goals  contained i n  A S  3 7 . -

1 3 . 0 2 0 ,  an examination of  the im pa c t of  the in v e s t m e n t  c r i t e r i a  of
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t h i s  chapter on the c o rp or ati o n p o r t f o l i o  with recommendations of  any

n e e d e d  c h a n g e s ,  and any other in f o r m a t io n  the  board b e l i e v e s  would b e

o f  i n t e r e s t  to the gov er no r,  th e  l e g i s l a t u r e ,  and th e  p u b l i c .  T h e  

annual income st ate men t and b al a n c e  s h e e t  of  the  cor po r a ti on  from the  

A l a s k a  permanent fund and the  annual income s t a t e m e n t  and b al a n c e  

s h e e t  of the  corporation from the u n i v e r s i t y  fund s h a l l  b e  p u b l i s h e d  

i n  at l e a s t  one n e w s p a p e r  i n  ea ch  j u d i c i a l  d i s t r i c t .  Th e  incom e  

s t a t e m e n t s  [ S T A T E M E N T ]  and b al an c e  s h e e t s  [ S H E E T ]  for the  two f i s c a l  

y e a r s  p r e c e d i n g  the p u b l i c a t i o n  of th e  e l e c t i o n  p am ph let  under A S  

1 5 . 5 8  s h a ll  b e  in cl u d e d  i n  that p a m p h l e t .

*  S e c .  1 3 .  T h i s  Act t a k e s  e f f e c t  on the e f f e c t i v e  d a t e  of  a c o n s t i t u ­

t i o n a l  amendment e s t a b l i s h i n g  a u n i v e r s i t y  fund.
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