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BY THE HEALTH, ED U C A T I O N  A N D
1 IN THE SENATE SOCIAL SERVICES C O M M IT TE E

2 CS FOR SENATE B I L L  NO. 12 (HESS)

3 IN TH E LEGISLA TUR E OF T H E  STATE OF A L A S K A

4 FI FT EE NT H L E G I S LAT UR E - F IRST SESSION

5 A  B I L L

6 F o r  an Act entitled: "An Act rel ating to the university fund; and provid-

7 ing for an e f f ec ti ve  date."

8 B E  IT ENAC TED  BY TH E LE G I S L A T U R E  OF THE  S T A T E  OF ALASKA:

9 *  Section 1. AS  37.14 is amende d by a d d i n g  new sections to read:

10 Sec. 37.14.300. U N I V E R S I T Y  FUND. (a) T here is e s t a b l i s h e d  as a

11 separate endowment trust fund the u n i v e r s i t y  fun d consi st in g of

12 (1) five percent of all m i n e r a l  lease rentals, royalties,

13 royalty sale proceeds, net profit shares u nd er  AS 38.05.180(f) and

14 (g), and federal mineral revenue s h a r i n g  payments re ce i v e d  by the

15 state after January 1, 1989, from m i n e r a l  leases issued o n  or  b e f o r e

16 December 1, 1979, and six percent of all bonuses r ec eived b y  the state

17 after January 1, 1989, from m i n e r a l  leases issued on or b e f o r e  Febru-

18 ary 15, 1980;

19 (2) any other 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.

20 (b) Payments due the u n i v e r s i t y  fund u n d e r  (a) of this s e c ti on

21 shall be made to the fund once e a c h  month.

22 (c) The net income of the u n i v e r s i t y  fund shall be d e t e r m i n e d  by

23 the c om missioner of revenue in a c c o r d a n c e  w i t h  investment a c c o u n t i n g

24 principles and in a m an n e r  that pres er ve s the d i s t i n c t i o n  b e t w e e n

25 principal and income.

26 Sec. 37.14.310. FU N D  USE. (a) The p rincipal of the u n i v e r s i t y

27 fund and the capital gains or losses realized o n  the p r i n c i p a l  shall

28 be perpet ua ll y retained in the fu n d  for investment purposes.

29 (b) At the end of each fis ca l yea r the net income fr o m  the
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u ni ve r s i t y  f u n d  as d e t e r m i n e d  u nd er AS 3 7 . 1 4 . 3 0 0 ( c )  s h all  be t r a n s­

2 ferred to the B o a r d  of R e g e n t s  of the U n i v e r s i t y  of Al a s k a .  Income of

3 the u n i v e r s i t y  f u n d  t r a n s f e r r e d  to the B o a r d  of R e g e n t s  of  the U n i v e r­

4 sity of A l a s k a  u n d e r  this s e c t i o n  shall b e  u s e d  for the U n i v e r s i t y  of

5 A l a s k a  un de r A S  14.40 and o th er a pp li ca ble  p r o v i s i o n s  of law.

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

7
r

B o a r d  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  u n d e r  (b) o f  this s e c t i o n

8 shall be i n v e s t e d  until transferred.

9 Sec. 3 7 . 1 4 . 3 2 0 .  D U T I E S  OF THE C O M M I S S I O N E R  O F  REV ENUE. Th e ■

10 commis s i o n e r  o f  revenue is the t r e a s u r e r  of the u n i v e r s i t y  fund a n d

11 shall

12 (1) act as o ffi c i a l  cu s t o d i a n  of the c as h  a n d  in ves tm en ts

13 b e l o n g i n g  to t h e  fund b y  s ec ur in g a deq u a t e  a n d  safe c u s t o d i a l  f a c i l­
c

14 ities;

15 (2) receive all items of ca s h  an d i n v e s t m e n t s  b e l o n g i n g  to

16 the fund;

17 (3) collect the p r i n c i p a l  a nd  i n c o m e  fr o m  i n v e s t m e n t s  o w n e d

18 or  a cq uired b y  the state t reasury and d e p o s i t  the a m o u n t s  in se pa rat e

19 pr incipal a n d  income a cc ounts for the fund;

20 (4) invest a n d  reinvest the a s s e t s  of the  fund u n d e r
[

21 A S  37.14.330;

22 (5) g e n er all y exercise the p o w e r s  of an o w n e r  w i t h  resp ec t

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

24 (6) do all acts, w h e t h e r  or h ot  e x p r e s s l y  authoriz ed , that

<1
25 the c o m m i s s i o n e r  of reven ue considers n e c e s s a r y  o r  p r o p e r  in a d m i n i s­

26 tering the a ss e t s  of the fund;

27 (7) m a i n t a i n  ac co u n t i n g  reco rd s of the fu n d  u n d e r  i n v e s t­

28 ment a c c o u n t i n g  p r i n c i p l e s  and  w i t h  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

29 and income a cc oun ts  of the fund;
c
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(8) contract w i t h  an independent firm of certified public 

a c c o un ta nt s to annually audit the financial c o n d iti on  of the fund's 

inv es tm ent s an d investment transactions;

(9) enter into and enforce all contracts or agreements 

c o n s i d e r e d  necessary, convenient, or de sirable for the investment 

pu rp o s e s  of the fund; and

(10) report to the B o a r d  of Regents of the University of 

A l a s k a  the c o n di ti on  and investment performance of the fund.

Sec. 37.14.330. INVESTMENTS, (a) The c omm is s i o n e r  of revenue 

is the fi d u c i a r y  of the unive rsi ty  fund and shall invest the fund to 

p r o v i d e  i nc re a s i n g  net income over long-term periods. I n  investing 

the assets of the fund the commissioner of revenue shall exercise the 

J u d g m e n t  an d care under the circumstances then  pr eva i l i n g  that an 

i n s t i t u t i o n a l  investor of ordinary professional prudence, discretion, 

an d in te ll i g e n c e  exercises in m an aging large trust investments with  

c o n s i d e r a t i o n  for the purpose of the funds, the investment objectives, 

the c o n t i n u i n g  disposition of the fund's investments, and the probable 

saf et y of the capital as well  as the pro ba bl e investment returns.

(b) I n  managing the u niversity fund, the commis si on er  of revenue

shall

(1) consider the status and income of the fund's capital on 

b o t h  a curr en t and a p ro bable future basis;

(2) determine the appropriate investment objectives;

(3) establish investment policie s aimed at achieving the 

o b j e cti ve s;  and

(4) act only in regard to the l ong-term financial interests 

of the fund's beneficiaries.

(c) The discretionary a cquisition or d i s p o s i t i o n  of investments 

in the fun d  shall be at competitive na tio na l or international market
«
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rates or prices or the equivalent in the judgment of the commissioner 

of revenue.

(d) In exercising the duties and powers set out in this section
t

and AS 37.14.320, the c om mi ssioner of revenue may

(1) delegate investment, custodial, or depos ito ry  authority 

on  a discretionary or nondiscretionary basis to officers or  employees
f

of the state or to independent firms, banks, or trust companies, by 

d es ig na ti on through appointments, contracts, or letters of authority;

(2) invest the university fund on the basis of probable
1

total rate of return as a m e an s of promoting the l ong-term generation 

of income;

(3) acquire or dispo se  of investments, ei th e r  directly, 

indirectly, or through investment pools or trusts, by competitive or 

nego ti ate d agreements, contracts, or auctions, in pu b l i c  or private 

m a r k e t s ;

(4) concentrate or diversify the investments of the u n i v e r­

sity fund as appropriate in order to increase the p ro ba ble  total rate 

of return on the fund or to decrease the fund's overall exposure to 

potentially adverse market v al ue  risks;

(5) protect the market value or the rate of return of the

university fund's investments by entering into forward agreements to

buy or sell assets at a future date as a hedge against existing held

assets or as a precommitment of future cash flows;

(6) lend under an  agreement and for a fee assets of the

university fund against deposited collateral of equivalent market 

value;

(7) hold investments in bearer form or in registered form 

in the name of the university fund or authorized nominees;

(8) use consultants, advisers, custodians, investment
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services, and legal counsel for a s s i s t a n c e  in investment matters o n  

either a continuing or a limited term b a s i s  and w i t h  o r  without c o m­

pensation; and

(9) w it h h o l d  informa ti on  that discloses the particulars of 

the business or the affairs of a p riv at e enterprise, investor, b o r­

rower, adviser, consultant, counsel, or  m a n a g e r  as confidential a nd  

nonpublic records subject to di scl o s u r e  o n l y  as r e q u i r e d  in a court 

proce edi ng  or for purposes of a n  of fic i a l  law enforc em en t proceeding.

* Sec. 2. This Act takes effect o n  the e f f ec ti ve  d ate of a c o n s t i t u­

tional amendment e st ab lishing a un iv e r s i t y  fund.
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