
Introduced: 1/19/87 5-009SA
Referred: H e al th , Edu ca tio n and Social

Ser v i c e s  and Finance

B Y  FAIRS, UEHLING,
1 IN THE SENATE K E L L Y  AND K ER TTU LA

2 SENATE B I L L  NO. 12

3 IN THE LE G I S L A T U R E  OF THE STATE OF A L A S K A

4 FIFTE EN TH  LEG ISL AT UR E - F IR ST SESSION

5 A  B IL L

6 F o r  an Act entitled: "An Act  relating to the u n i v e r s i t y  fund; and provid-

7 ing for an effective date."

8 B E  IT E N ACT ED  BY  THE  LE GI SL ATU RE  OF TH E STATE OF ALASKA:

9 * Sect io n 1. A S  37.13 is amended by adding a ne w secti on  to read:

10 Sec. 37.13.015. U NI VE R S I T Y  FUND. (a) U n d e r  art. IX, sec. 17,

11 C o n s t i t u t i o n  of the State of Alaska, there is established as a sepa-

12 rate fund  the univ ers it y fund consisting of

13 (1) five percent of all miner al  lease rentals, royalties,

14 royalty s ale proceeds, net profit shares u n d e r  A S  38.05.180(f) and

15 (g), and federal mine ra l revenue sharing p ay me nt s received by the

16 state a f t e r  January 1, 1989, from m i ner al  leases issued on or before

17 D e c e m b e r  1, 1979, an d six percent of all bonuses received by the state

18 a ft er  J a n u a r y  1, 1989, from m i ne ra l leases issued o n  or before Febru-

19 ary 15, 1980;

20 (2) any other m oney appr op ri ate d to the university fund.

21 (b) Payments due the un iversity fun d u n de r (a) of this section

22 shall b e  mad e to the fund once eac h month.

23 (c) The university fund shall be m a n a g e d  by the Alaska Permanent

24 Fu n d  C o r p o r a t i o n  establi sh ed  in this chapter.

25 (d) Income of the university fund tr a n s f e r r e d  to the B oard of

26 R e g e n t s  of the Unive rs ity  of A la s k a  u n d e r  AS 37.13.145(b) shall be

27 use d  for the U niversity of A la s k a  in acco rda nc e with AS 14.40 and

28 o t h e r  applic abl e p rovisions of law.

29 * Sec. 2. A S  37.13.020 is amended to read:
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Sec. 37.13.020. FINDINGS. The people of the state, by co ns ti­

tutional amendment, h av e  required the placement of at least 25 percent 

of all mineral lease rentals, royalties, royalty sale proceeds, and 

federal mineral revenue sharing payments and bonuses received by the 

state into a permanent fund and at least five percent of the m oney 

from those sources into a university f u n d . The legislature finds w i t h  

respect to the A l a s k a  Permanent Fund Corporation that the

(1) [THE] corporation should provide a means of conserving 

a portion of the state's revenues from mineral resources to benefit 

all generations of Alaskans;

(2) [THE] corporation's goal should be to maintain safety 

of principal while maximizing total return;

(3) [THE] corporation should be used as a savings device 

managed to allow the maximum use of disposable income from the c o r p o r­

ation for purposes designated by law.

* Sec. 3. AS 37.13.030 is amended to read:

Sec. 37.13.030. PURPOSE. It is the purpose of this chapter to 

provide a m echanism for the management and investment of those p e r m a­

nent fund and univers it y fund assets allocated to the Alaska Permanent 

Fund Corporation in a manner consistent w i t h  the findings in AS 37.- 

13.020.

* Sec. 4. AS 37.13.120(a) is amended to read:

(a) The pru den t- ma n rule shall be applied by the board in the 

management and investment of Alaska permanent fund and university fund 

assets. The pr ude nt -m an  rule as applied to investments of the corpo­

ration means that in making investments the board shall exercise the 

judgment and care u nd er the circumstances then prevailing that [WHICH] 

an institutional investor of ordinary prudence, discretion, and intel­

ligence exercises in the management of large investments entrusted to
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it not in regard to s p e c u la ti on  but in regard to the permanent d i s p o­

sition of funds, considering probab le  safety of capital as we l l  as 

p ro bable income.

*  Sec. 5. AS 37.13.120(e) is a m e nd ed  to read:

(e) The corporation m a y  not bor ro w funds or guarantee from 

principal of the Alaska p e r ma ne nt fund or the university fund the 

obligations of others.

*  Sec. 6. AS 3 7.13.120(i) is amende d to read:

(i) At the time of e a c h  investment, the aggregate investment of 

the Alaska permanent fund a nd  the aggregate investment of the u n i v e r­

sity fund in each stated category of investment may not e xc e e d  the 

following stated percentage of the total investments of ea c h  [THE] 

fund: mortgages under (g)(16) of this section, 15 percent; real estate 

investments under (g)(20) of this section, 15 percent; foreign c e r t i f­

icates of deposit or the equivalent under (g)(19) of this section, 20 

percent; corporate stocks a nd  debt securities under (g)(8), (9), and

(18) of this section, 50 percent. At no time may the [THE] Ala s k a  

permanent fund or u ni ve rs it y fund [MAY AT  NO TIME] own more than five 

percent of the voting s t oc k of a corporation. Domestic stocks, except 

for bank and insurance company stocks, must be listed at the date of 

purchase on  an exchange regist ere d wi t h  the Securities and E xc hange 

Commission.

* Sec. 7. AS 37.13.120(j) is amended to read:

(j) The assets of the Alas ka permanent fund or the u n i v e r s i t y  

fund may not be used for the p ur ch as e of bonds of a corporation, u p o n  

w hi ch  a [ANY] regular interest payment has been  defaulted w i t h i n  five 

years before purchase, except bonds never in default but w h i c h  have 

been outstanding for less than five years.

* Sec. 8. AS 37.13.120(m) is a m en ded  to read:
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(m) Ce rt ificates of deposit o r  the e q u i v a l e n t  instilments that 

are not  of a q u a l i t y  that m a y  be r e a d i l y  so l d  i n  a s econdary mar ke t at 

p r i c e s  r e fl ec tin g fair v a l u e  must be s e c u r e d  by  a pl edg e as colla ter al  

of investments a u t h o r i z e d  for the A l a s k a  p e r m a n e n t  fund an d the u n i­

v e r s i t y  fund u n d e r  (g)(1), (2), (8), o r  (12) - (17) of this s e c tio n or 

b y  a pled ge as c ol la t e r a l  of o b l i g at ion s of the state or i n s t r u m e n­

tali t i e s  of the s ta te  that are r a t e d  at least "A" by a m a j o r  b o n d  

r a t i n g  service and  h a v e  a d e m o n s t r a t e d  s e c o n d a r y  market, w h i c h  i n v e s t­

men t s  or o bligations h ave v alue at least equal to the face v al ue  of 

the certifi cat e of deposit. Th e b o a r d  m a y  r e q ui re  s u b s t i t u t i o n  of 

collate ra l in o r d e r  to ensure c on t i n u e d  s a t i s f a c t i o n  of the r e q u i r e­

men t s  set out in this subsection.

* Sec. 9. AS 3 7 . 1 3. 14 0 is a m en de d to read:

Sec. 37.13.140. INCOME. Net  income of the c o r p o ra ti on  shall be 

co mp u t e d  a nn ually as of the last d ay  of the fiscal year in accor dan ce  

w i t h  generally a c c e p t e d  a c c o u n t i n g  princi pl es,  e x c lu di ng  any u n r e a l i z­

ed gains or losses. Income f r o m  the A l a s k a  pe r m a n e n t  f und available 

for d ist ri b u t i o n  equals 21 perce nt  of the net income of the c o r p o­

r a t i o n  from that fund for the last five fiscal years, in clu di ng  the

fiscal y ear just ended, but m a y  not e x c e e d  net income of the c o r p o­

r a t i o n  from that fund for the fiscal y e a r  just ended plus the balance

in the earnings reserv e account d e s c r i b e d  in A S  37.13.145. Income 

from  the un iv e r s i t y  fund avai lab le  for d i s t r i b u t i o n  equ al s the net 

income of the c o r p o r a t i o n  from that fund for the fiscal year just 

e n d e d .

* Sec. 10. AS 37 .13.145 is a m e n d e d  to read:

Sec. 37.13.145. D I S P O S I T I O N  OF  INCOME. At the end of each 

fiscal year, a n  amount sufficient to offs et  t he effect of inf la tio n on 

principal of the A l a s k a  per ma ne nt fund  d u r i n g  that year, as m e a s u r e d
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1 by the ch a n g e  in the ca le nd ar ye a r  average Un i t e d  States consumer

2 price i nd ex for all u r b a n  consumers shall be t ransferred from net

3 income fr o m  the Alaska pe rmanent fund as defin ed  in AS 37.13.140,

4 exc lu di ng  income on the earnings reserve account in the Alaska perma-

5 nent fund, to the p r i n ci pal  of the Alaska permanent fund for re in ve st-

6 ment. T he balance of the income from the Al as k a  permanent fund

7 available for dis tr ibution u nd er  AS 37.13.140 shall b e  transferred to

8 the ea rn i n g s  reserve account in the Ala sk a permanent fund. Money in

9 the e arn i n g s  reserve account shall be invested in investments

10 a u t ho ri zed  under AS 37.13.120. Income from the investment of the

11 earnings reserve account shall be treated as a n  addition to that

12 a c c o u n t .

13 * Sec. 11. AS 37.13.145 is amended by adding a ne w s ubsection to read:

14 (b) At the end of each fiscal y e a r  the net income from the

15 u ni ve r s i t y  fund as d ef in ed  in AS 37.13.140 shall be transferred to the

16 Board of Regents of the Univer si ty of Alaska.

17 * Sec. 12. AS 37.13.170 is amended to read:

18 Sec. 37.13.170. REPORTS A N D  PUBLICATIONS. By September 30 of

19 each year, the board shall publi sh  a report of the corporation for

20 d i s t r i b u t i o n  to the governor, legislature, and the public. The report

21 shall b e  writ te n in easily u nd erstandable language. The report must

22 include financial statements audited by independent outside auditors,

23 a sta te me nt of the amount of m oney received by the Alaska permanent

24 fund and  the university fund from each investment during the period

25 covered, a statement of investments of the co rpo ra ti on  including an

26 a p p ra is al at market value, a des cr iption of c or po ration investment

27 a ct i v i t y  during the pe ri od  covered by the report, a comparison of the

28 c o r p o r a t i o n  performance w it h  the intended goals contained in AS 37.-

29 13.020, an examination of the impact of the investment criteria of
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1 this chapter on the corporation portfolio wi t h  recommendations of any

2 needed changes, and any o ther information the board believes w o u l d  be

3 of interest to the governor, the legislature, and the public. The

4 annual income statement and balance sheet of the corporation from the

5 Alaska p ermanent fund and the annual income statement and balance

6 sheet of the corporation from the university fund shall be published

7 in at least one newspaper in each judicial district. The income

8 statements [STATEMENT] and balance sheets [SHEET] for the two fiscal

9 years preceding the publication of the election pamphlet under AS

10 15.58 shall be included in that pamphlet.

11 * Sec. 13. This Act takes effect on the effective date of a constitu-

12 tional amendment establishing a university fund.
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