
Offered: 3/2/87
Referred: Finance

5-0256B

O r i g i n a l  e p o n s o r :  Boucher

BY T H E  H E A L T H ,  E D U C A T I O N  AND

1  I N  T H E  H O U S E  S O C I A L  S E R V I C E S  C O M M I T T E E

2  C S  FO R  H O U S E  B I L L  N O .  4 2  ( H E S S )

3  I N  T H E  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

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  F o r  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  fu n d ;  and p r o v i d -

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

8  B E  I T  E N A C T E D  BY T H E  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 4  i s  amended by adding new s e c t i o n s  to r e a d :

1 0  S e c .  3 7 . 1 4 . 3 0 0 .  U N I V E R S I T Y  F UN D,  ( a )  T h e r e  i s  e s t a b l i s h e d  as  a

1 1  s e p a r a t e  endowment tr us t  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 2  ( 1 )  f i v e  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 ,

1 3  royalty s a l e  p r o c e e d s ,  n e t  p r o f i t  s h a r e s  un der A S  3 8 . 0 5 . 1 8 0 ( f )  and

1 4  ( g ) ,  and f e d e r a l  m i n e r a l  r e v e n u e  sh a r in g  p a y m e n t s  r e c e i v e d  by th e

1 5  s t a t e  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

1 6  D e c e m b e r  1 ,  1 9 7 9 ,  and s i x  p e r c e n t  of  a l l  b o n u s e s  r e c e i v e d  by th e  s t a t e

1 7  a f t e r  Ja n u a ry  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 8  ary 1 5 ,  1 9 8 0 ;

1 9  ( 2 )  any oth er money a p p r o p r i a t e d  to the  u n i v e r s i t y  fund.

2 0  ( b )  Pay men ts  due th e  u n i v e r s i t y  fund under ( a )  o f  t h i s  s e c t i o n

2 1  s h a l l  b e  made to the  fund once each month.

2 2  ( c )  T h e  net in co m e  o f  the  u n i v e r s i t y  fund s h a l l  b e  d e t e r m i n e d  by

2 3  the c o m m i s s i o n e r  of  r e v e n u e  i n  accordance  w i t h  i n v e s t m e n t  a c c ou nt in g

2 4  p r i n c i p l e s  and i n  a manner that p r e s e r v e s  th e  d i s t i n c t i o n  b e t w e e n

2 5  p r i n c i p a l  and in c o m e .

2 6  S e c .  3 7 . 1 4 . 3 1 0 .  FUND U S E .  ( a )  Th e  p r i n c i p a l  o f  t h e  u n i v e r s i t y

2 7  fund and t h e  c a p i t a l  g a i n s  or l o s s e s  r e a l i z e d  on the  p r i n c i p a l  s h a l l

2 8  b e  p e r p e t u a l l y  r e t a i n e d  i n  th e  fund for i n v e s t m e n t  p u r p o s e s .

2 9  ( b )  At  the end o f  e a c h  f i s c a l  y e a r  t h e  n e t  in c o m e  from th e
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u n i v e r s i t y  fund as  d e te r m in e d  under A S  3 7 . 1 4 . 3 0 0 ( c )  s h a l l  b e  t r a n s ­

fe r r e d  to the Board of R e g e n t s  of  the U n i v e r s i t y  of  A l a s k a .  Income of  

the  u n i v e r s i t y  fund tr a n s f e r r e d  to the  Board of R e g e n t s  o f  the  U n i v e r ­

s i t y  of  A l a s k a  under t h i s  s e c t i o n  s h a l l  b e  u s e d  for the  U n i v e r s i t y  o f  

A l a s k a  under A S  1 4 . 4 0  and other a p p l i c a b l e  p r o v i s i o n s  of  law.

( c )  R e a l i z e d  net income that has not b e e n  t r a n s f e r r e d  to the  

Board of R e g e n t s  of the  U n i v e r s i t y  of  A l a s k a  under ( b )  o f  t h i s  s e c t i o n  

s h a ll  b e  i n v e s t e d  u n t i l  t r a n s f e r r e d .

S e c .  3 7 . 1 4 . 3 2 0 .  D U T I E S  O F  THE  C O M M I S S I O N E R  O F  R E V E N U E .  The  

c o m m i s s i o n e r  of revenue i s  the t r e a su r e r  of the u n i v e r s i t y  fund and 

sh a ll

( 1 )  act as o f f i c i a l  c u st o d ia n  of the c a s h  and i n v e s t m e n t s  

b el o n g i n g  to the fund by s e c u r i n g  adequate  and s a f e  c u s t o d i a l  f a c i l ­

i t i e s ;  ■

( 2 )  r e c e i v e  all  i t e m s  of c ash  and i n v e s t m e n t s  b e l o n g i n g  to

the fund;

( 3 )  c o l l e c t  the p r i n c i p a l  and income from i n v e s t m e n t s  owned 

or acqu ired  by the s t a t e  tre asury and d e p o s i t  the amounts i n  s e p a r a t e  

p r i n c i p a l  and income accounts for the fund;

( 4 )  i n v e s t  and r e i n v e s t  the  a s s e t s  of  the fund under
c

A S  3 7 . 1 4 . 3 3 0 ;

( 5 )  g en er all y e x e r c i s e  the powers of  an owner w it h r e s p e c t  

to the a s s e t s  of  the fund;

( 6 )  do a ll  a c t s ,  whether or not e x p r e s s l y  a u t h o r i z e d ,  that  

the c o m m i s s i o n e r  of re ve nue  c o n s i d e r s  n e c e s s a r y  or p r o p e r  i n  a d m i n i s ­

t e r i n g  the  a s s e t s  of  the fu nd;

( 7 )  m a i n t a i n  accounting records  of  the  fund under i n v e s t ­

ment accounting p r i n c i p l e s  and with d i s t i n c t i o n  b e t w e e n  the  p r i n c i p a l  

and income accounts of  the fund;

O
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1  ( 8 )  contract with an in d e pe nd e nt  f i r m  of c e r t i f i e d  p u b l i c

2  accountants to annually audit the f i n a n c i a l  c o n d it io n  o f  the  f u n d ' s

3  i n v e s t m e n t s  and In ve st m e n t t r a n s a c t i o n s ;

4  ( 9 )  e n t e r  into and en fo r c e  all  contracts or ag r eem en ts

5  c o n s i d e r e d  n e c e s s a r y ,  c o n v e n ie n t ,  or d e s i r a b l e  for the  in v e s t m e n t

6 p u r p o s e s  of  the fund;  and

7 ( 1 0 )  report to the Board o f  R e g e n t s  of the U n i v e r s i t y  of

8  A la s ka  the c o n d it io n  and in ve st me nt  performance of the fund.

9  S e c .  3 7 . 1 4 . 3 3 0 .  I N V E S T M E N T S ,  ( a )  The c o m m i s s i o n e r  of  re venue

1 0  i s  the f i d u c i a r y  of  the u n i v e r s i t y  fund and sh all  i n v e s t  the  fund to

1 1  p r o v i d e  i n c r e a s i n g  net income over long -term p e r i o d s .  I n  i n v e s t i n g

1 2  the a s s e t s  of  the  fund the c o m m i s s i o n e r  of revenue s h a l l  e x e r c i s e  the

1 3  judgment and care under the c ir c u m st a n c e s  then p r e v a i l i n g  that an

1 4  i n s t i t u t i o n a l  i n v e s t o r  of ordinary p r o f e s s i o n a l  p r u d e n c e ,  d i s c r e t i o n ,

1 5  and i n t e l l i g e n c e  e x e r c i s e s  i n  managing large trust i n v e s t m e n t s  with

1 6  c o n s i d e r a t io n  for the p ur p os e  of the fu n d s ,  the in v e s t m e n t  o b j e c t i v e s ,

1 7  the co ntinuing d i s p o s i t i o n  of the f u n d ' s  i n v e s t m e n t s ,  and the p r o b a b l e

1 8  s a f e t y  of the c a p i t a l  as well  as the  p ro bab le  in v e s t m e n t  r e t u r n s .

1 9  ( b )  I n  managing the u n i v e r s i t y  fund,  the c o m m i s s i o n e r  o f  revenue

20 shall

2 1  ( 1 )  c o n s i d er  the st a tu s  and income of the f u n d ' s  c a p i t a l  on

2 2  both a current and a probable  future  b a s i s ;

2 3  ( 2 )  d ete rm in e  the a p p r o p r i a t e  in v e st m e n t  o b j e c t i v e s ;

2 4  ( 3 )  e s t a b l i s h  in ve st m e n t p o l i c i e s  a imed at a c h i e v i n g  the

2 5  o b j e c t i v e s ;  and

2 6  ( 4 )  act only i n  regard to the long-term f i n a n c i a l  i n t e r e s t s

2 7  of  the fund’ s  b e n e f i c i a r i e s .

2 8  ( c )  Th e  d is c r e t i o n a r y  a c q u i s i t i o n  or d i s p o s i t i o n  of  i n v e s t m e n t s

O  2 9  i n  the fund s h a ll  be at c o m p e t i t i v e  national or i n t e r n a t i o n a l  market
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1  r a t e *  or p r i c e *  or the e q u i v a l e n t  i n  th e  judgment o f  th e  c o m m i s s i o n e r
(

2  of  r e v e n u e .

3  ( d )  I n  e x e r c i s i n g  t h e  d u t i e s  and power *  s e t  out i n  t h i s  s e c t i o n

»
4 and A S  3 7 . 1 4 . 3 2 0 ,  the c o m m i s s i o n e r  o f  r e v e n u e  may

I
5  ( 1 )  d e l e g a t e  i n v e s t m e n t ,  c u s t o d i a l ,  or d e p o s i t o r y  a ut ho rit y

6 on a d i s c r e t i o n a r y  or n o n d i s c r e t i o n a r y  b a s i s  to o f f i c e r s  or e m p l o y e e s

7 o f  the s t a t e  or to i n d e p e n d e n t  f i r m s ,  b a n k s ,  or t r u s t  c o m p a n i e s ,  by

8  d e s i g n a t i o n  through a p p o i n t m e n t s ,  c o n t r a c t s ,  or l e t t e r s  of a u t h o r i t y ;

9 ( 2 )  i n v e s t  t h e  u n i v e r s i t y  fund on the b a s i s  o f  p r o b a b l e

1 0  total  r a te  o f  return as  a means of  pro moting the  l o n g - t e r m  g e n e r a t i o n

J
1 1  of i n c o m e ;

1 2  ( 3 )  ac qu ir e  or d i s p o s e  of  i n v e s t m e n t s ,  e i t h e r  d i r e c t l y ,

1 3  i n d i r e c t l y ,  or through in v e s t m e n t  p o o l s  or t r u s t s ,  by c o m p e t i t i v e  or

1 4  n e g o t i a t e d  a g r e e m e n t s ,  c o n t r a c t s ,  or a u c t i o n s ,  i n  p u b l i c  or p r i v a t e

1 5  m a r k e t s ;

1 6  ( 4 )  concen tra te  or d i v e r s i f y  the  i n v e s t m e n t s  of  the  u n i v e r -

1 7  s i t y  fund as  a p p r o p r i a t e  i n  order to i n c r e a s e  the  p r o b a b l e  total  r ate

1 8  of return on the fund or to d e c r e a s e  the  f u n d ' s  o v e r a l l  e x p o s u r e  to

1 9  p o t e n t i a l l y  a d v e r se  market va lu e  r i s k s ;

20  ( 5 )  p r o t e c t  th e  market v a l u e  or the  r a te  o f  return o f  the

2 1  u n i v e r s i t y  f u n d ' s  i n v e s t m e n t s  by e n t e r i n g  in t o  forward a g r e e m e n t s  to

2 2  buy or s e l l  a s s e t s  at a future  d a t e  as  a hedge  a g a i n s t  e x i s t i n g  he l d

2 3  a s s e t s  or as  a precommitment of  fu tu re  c a s h  f l o w s ;

2 4  ( 6 )  lend under an agreem ent  and for a f e e  a s s e t s  o f  the

2 5  u n i v e r s i t y  fund a g a i n s t  d e p o s i t e d  c o l l a t e r a l  o f  e q u i v a l e n t  market

2 6  v a l u e ;

2 7  ( 7 )  hold i n v e s t m e n t s  i n  b e a r e r  form or i n  r e g i s t e r e d  form
■

2 8  i n  th e  name of the  u n i v e r s i t y  fund or aut h or iz ed  n o m i n e e s ;

2 9  ( 8 )  u s e  c o n s u l t a n t s ,  a d v i s e r s ,  c u s t o d i a n s ,  i n v e s t m e n t
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1  s e r v i c e s ,  and l e g a l  c o u n s e l  for a s s i s t a n c e  i n  i n v e s t m e n t  n a t t e r s  on

2  e i t h e r  a c o n t i n u i n g  or a l i m i t e d  t e r n  b a s i s  and w it h  or without com-

3  p e n s a t i o n ;  and

4 ( 9 )  wit hhold in f o r m a t i o n  that d i s c l o s e s  th e  p a r t i c u l a r s  of

5  the  b u s i n e s s  or the  a f f a i r s  o f  a p r i v a t e  e n t e r p r i s e ,  i n v e s t o r ,  b o r -

6  rower ,  a d v i s e r ,  c o n s u l t a n t ,  c o u n s e l ,  or manager a s  c o n f i d e n t i a l  and

7 n o n p u b l i c  r e c o r d s  s u b j e c t  to d i s c l o s u r e  only a s  r e q u i r e d  i n  a court

8  p r o c e e d i n g  or for  p u r p o s e s  o f  an o f f i c i a l  law e n fo r c e m e n t p r o c e e d i n g .

9  *  S e c .  2 .  T h i s  Ac t  t a k e s  e f f e c t  on th e  e f f e c t i v e  data o f  a c o n s t i t u -

1 0  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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