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F e b r u a r y  2, 1987

M E M O R A N D U M

TO: S e n a t o r  Paul Fischer, C h a i rm an
S e n a t e  Health, Education, and Social S e r vi ce s
C o m m i t t e e

FROM:

SUBJECT:

S e n a t o r  J a n  F/ 
P r e s i d e n t  of

B a c k g r o u n d  on S dn & te  Bill 12 
A n  A c t  r e l a t i n g  t o  the u n i v e r s i t y  fund; and 
p r o v i d i n g  for an e f f e c t i v e  date.

S e n a t e  Bill 12 has b e e n  r e f e r r e d  to y o u r  c om mi t t e e  for 
consideration. This b i l l  r ep r es e n t s  an e ff or t to p r o v i d e  a 
s t ab le  s o ur c e of f u nd i ng  for the u n i v e r s i t y  system. S J R  1 is 
t he a c c o m p a n y i n g  l e g i s l a t i o n  w h i c h  amends the C o n s t i t u t i o n  and 
p l a c e s  a b a l l o t  q u e s t i o n  b e f o r e  the v o t e r s  in the 1988 general 
e l e c ti on  to c r e a t e  a U n i v e r s i t y  Fund.

Th is  fund w o u l d  be c a p i t a l i z e d  b y  5% of t he m i n e r a l  r o y a l t y  
inco m e r e c e i v e d  b y  the s t a t e  a f t e r  J a n u a r y  1, 1989. Th at  
a m o u n t  is e s t i m a t e d  as fol lo ws  for the nex t four years:

Y e a r  To t al  amoun t (Millions of Dollars)

FY 89 16.3

FY 90 34.1

FY 91 33.2

FY 92 33.5

out or session
6060 YUKOH DRIVE ANCHORAQE. ALASKA 995

■̂ 9  "■*
— B A C K G R O U N D



T h e s e  estimates wer e d e r i v e d  from t he D ep ar t m e n t  of R e v e n ue ' s 
e s t i m at e d miner a l rev en ue s for J a n u a r y  1987 R e v e n u e  Sources. 
T h e y  reflect the loss of mineral r e venues a nd the su bs e qu en t 
d e c r e a s e  in General F u n d  invest m en t earnings.

A l l  income r e c ei v ed  from the U n i v e r s i t y  F u n d  w o u l d  be 
t r a n s f e r r e d  to the B oa r d of R e g en t s to be u s e d  for the 
University. L e g is la ti ve  a p p r o p r i a t i o n  w o u l d  not be r e q ui re d 
to spend t he money.

T h e  U n i v e r s i t y  Fund w o u l d  be h a n d l e d  b y  the P e r m a n en t Fund 
Corporation, and cur re n t invest me nt  p r o c e d u r e s  of the 
P er ma n e n t  F u n d  wo ul d  b e  followed, w i t h  al lo wa nc es  for 
add lonal l e gi sl at i ve  appropriations.
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907-465-3755

PRESIDENT JAM FAIRS 
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Senate

M a r c h  20, 1987

M E M O R A N D U M

TO S e n a t o r  Paul Fischer, C h a i r m a n
S enate Health, Education, and Social S ervices
Co mm it te e

SUBJECT:

F R O M

P r o p o s e d  a m endm S e na te  Bill 12
A n  A c t  re la t i n g  to t he u n i v e r s i t y  fund

S e n a t o r  J a n  Fai 
P r e s i d e n t  of th

SB 12 is c u r r e n t l y  b e f o r e  y o u r  committee. S i n c e  its 
introduction, fiscal notes have b e e n  p r e p a r e d  b y  the P er manent 
F u n d  C o r p o r a t i o n  and the D ep a rt m e n t  of Revenue. Ba se d on that 
information, I ask t ha t the co mm it te e  c o n s i d e r  the f o llowing 
c h a n g e s  to the bill.

As p r e s e n t l y  drafted, SB 12 p r o v i d e s  tha t the u n i v e r s i t y  fund 
shall b e  m a n a g e d  b y  the A l as ka  P er ma n e n t  F u n d  Corporation.
The P e r m a n e n t  F un d C or po r a t i o n  has is sued a fiscal no t e for 
m a n a g e m e n t  of the u n i v e r s i t y  fund w i t h  figures in the hu n dr ed s 
of t h o u s a n d s  of dollars.

le D e p a r t m e n t  of Revenue, on the ot he r  hand, h as exp re s se d 
rterest in this legislation, and h as o f f e r e d  to m a n a g e  the 
liversity fund at a m u c h  lower o pe ra t i n g  expense.

Therefore, I r e c o m m e n d  th at  the c o m m it te e a d o p t  c h an ge s to 
this l e g i s l a t i o n  in a CS w h i c h  will pl ac e th e m a n a g e m e n t  of 
t h e  u n i v e r s i t y  fund in the D ep ar t me nt  of Revenue.

The c o m m i t t e e ' s  c o n s i d e r a t i o n  of t he se  chan ge s will be 
appreciated. S h o u l d  y o u  nee d  any  further information, please 
let m e  know.

OUT OF SESSION
6000 YUKON DRIVE ANCHORAGE. ALASKA 99516 907-274-6611



REQUEST

STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

Bill Version: HB 42/HJR 2 

Publish Date:

Revision Date:_______
Title: University Fund"

Sponsor: Rep. Boucher

Requestor:______________ _

Agency Affected: Permanent Fund Corp.
BRU:___________________________________________

Components:

EXPENDITURES/REVENUES: (Thousands of Dollars)
1----------------------------  I FY 87 I FY 88 I FY 85 | FY 90 | FY jfl | FY 92

OPERATING 7“  i ! i !
PERSONAL SERVICES 1 241.2 1 255.7 1 271.0 1 287.3 I 304.5

TRAVEL I I 31.0 1 32.9 1 34.8 1 36.9 I 39.1

CONTRACTUAL I 1 192.8 1 204.4 1 216.6 1 229.6 1 243.4

SUPPLIES I 3.2 i 3.4 1 3.6 1 3.8 1 4.0

EQUIPMENT 1 - 1 17.2 ! 1 - 1 - 1
LANDS S STRUCTURES 1 - 1 i 1 - 1 - 1
GRANTS, CLAIMS 1 - 1 - ! 1 - 1 - 1 -
MISCELLANEOUS ! - 1 ! 1 - 1 - 1

TOTAL OPERATING - | 485.4 1 496.4 1 526.0 1 557.6 1 591.0
tt+CuSAATDS

I CAPITAL 1 - 1 - 1 - 1 - 1 - " T "

I REVENUE | - 1 - 1 ' . | - 1 - 1

FUNDING: (Thousands of Dollars)
I GENERAL FUND I - 1 - 1 - 1 - 1 - 1 -

I FEDERAL FUNDS I - 1 - ! - 1 - 1 - 1 -

I OTHER I - 1 - 1 - 1 - I - I -

I TOTAL | - | - 1 - 1 - 1 - 1 -

POSITIONS:
1 FULL-TIME I - | 5 I - 1 - 1 - | —

I PART-TIME | - 1 - 1 - i - ; - I
I TEMPORARY I - 1 - - 1 - 1 - 1 - 1 -

ANALYSIS: Attach a separate page if necessarv

* According to constitutional provision Article 9, Section 15 funds cannot be comingled 
with Permanent Fund Assets.

"pO (I O  j—■~ 
Prepared By: 4teyce~17gTTgr’—  \ v- ' . *

Division: Revenue/Commissioner's Office
Phone:

Date:

465-2300

T i r m r
Approved by Commissioner: Hugh Malone T z Z L Date:
Agency: Department of Revenue_________ '~ / /_____________  / J~

Distribution (by Agency preparing fiscal note): ^ o j - S L  ‘ TM IS
Legislative Finance M O T T Z .  ^  o f t
Legislative Sponsor -g) v3 L  i cr vo io. v / *r- u- — ^   ̂ , ,—
Requestor i E. ^  Fr f i

Office of Management and Budget • ^  ^  c c >  *  pc> Z  - t T‘0  ^  ^ ^

Impacted Agency(ies) 

Senate Secretary
page 1 o f 1



Bill Version: CS SB 12 (HESS) 

REQUEST:________________________________________ Publish Date:_____________________

STATE OF A L ASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Revision D a t e : _________________________  Agency Affected: Department of Revenue

Title: University Fund______________________ BRU: Treasury________________________________

Sponsor: Senate HESS________________________  Components:

Requestor: Senate HESS______________________ _____________

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY 87 1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92

1 OPERATING 1 1 1 1 1 1
| PERSONAL SERVICES ] 1 - 1 - 1 - 1 1
| TRAVEL | 1 - 1 ~ 1 - 1 1
| CONTRACTUAL i 1 - | 32.8 | 71.1 | 129.1 | 208.1

| SUPPLIES | 1 - 1 - 1 - 1 1 -
| EQUIPMENT | ! - 1 - i - 1 1
j LANDS & STRUCTURES | 1 1 - 1 - 1 1
| G R A N T S , CLAIMS | 1 - 1 - 1 - 1 1 -
1 MISCELLANEOUS i 1 - 1 - 1 - 1 - 1
1 TOTAL OPERATING ! — 1 - | 32.8 | 71.1 | 129.1 | 208.1

1 CAPITAL 1 - 1 - 1 - 1 - 1 - 1

1 REVENUE 

FUNDING: (Thousands of Dollars)

1 - 1 - 1 1 - 1 -

| GENERAL FUND | 1 - 1 - ~ ~ N - 1 1
| FEDERAL FUNDS | - 1 - 1 - 1 - 1 1
| OTHER i - 1 - | 32.8 | 71.1 | 129.1 | 208.1

1 TOTAL I 1 - | 32.8 | 71.1 | 129.1 j 208.1

POSITIONS:

| FULL-TIME | 1 - 1 - 1 1 -
| PART-TIME | - - 1 - 1 1
1 TEMPORARY I - 1 - 1

P h o n e : 465-2350______

Date: March 26. 1987

Distribution (by preparer):

Legislative Finance 

Legislative Sponsor 

Requestor
Office of Management and Budget 

Impacted Agency(ies)
Senate Secretary page 1 of 2

ANALYSIS: Attach a separate page for analysis.

KB_______Prepared By: Milt Barker

Division: Treasury____________

Approved by Commissioner: 

Agency: Department of R r /enue



University Fund 
($ 000 )

Fiscal

Year

(1)

Principal

Balance

(2)

Securities

Safekeeping

Fees

(3)

Common

Stock

Management

Fees

(4)

Performance

Measurement

Fees

(5)

Audit

Fees

(6)

Total

Fees

1989 15,800.0 .8 10.0 12.0 10.0 32.8
1990 48,900.0 2.6 46.5 12.0 10.0 71.1
1991 81,100.0 4.3 102.8 12.0 10.0 129.1
1992 113,600.0 6.0 180.1 12.0 10.0 208.1

Notes:

1. F r o m  2-13-87 HB 42/HJR 2 Fiscal Note prepared by Robert Elliott, 

Department of Revenue

2. Column 1 x 5 . 2 5 ^ / $ l ,000, per contract

3. Column 1 x .3177®, per contract, x 20%, 307®, 407®, and 507® allocation to

stocks for FY 89-92, respectively

4. Per contract

5. Department of Revenue e c’-imate

6. Columns 2 + 3 +  4 + 5



Bill Version: CS HJR 2 (HESS) 

BSSUL EST: Publish Date:___________________

Revision Date:_______________________________  Agency Affected: Department of Revenue

Title: University Fund_____________________  BRU: Treasury_________________________________

STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE

Sponsor: House HESS__________________________________Components:

Requestor: House HESS______________________  ______________

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

OPERATING

PERSONAL SERVICES - - - - - -

TRAVEL - - - - - -
CONTRACTUAL - - 22.8 61.1 11*9.1 198.1

SUPPLIES - - - - - -

EQUIPMENT - - - - - -

LANDS & STRUCTURES - - - - - -

GRANTS, CLAIMS - - - - - -

MISCELLANEOUS - - - - - -

TOTAL OPERATING - - 22.8 61.1 119.1 198.1

CAPITAL - 1 - I - 1 - 1 - 1 —

REVENUE

FUNDING: (Thousands of Dollars)

- 1
.  | - 1 - 1 ~ 1

GENERAL FUND - - - - - -

FEDERAL FUNDS - - - - - -

OTHER - - 22.8 61.1 119.1 198.1

TOTAL - - 22.8 61.1 119.1 198.1

POSITIONS:

FULL-TIME - - - - - -

PART-TIME - - - - - -

TEMPORARY - - - - - -

A N A L Y S I S : Attach a separate page for analysis.

,rker H BPrepared By: Milt 3ai

Division: Treasury

Approved by Commissioner: __________

Agency: Department of Revenue______

Distribution (by preparer): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency!ies)

Senate Secretary

Phone: 465-2350__________

Date: February 23, 1987

Date: ___________________

page 1 of 2



University Fund 

($ 0 0 0 )

Common

?iscal

Year
Principal

Balance

Securities

Safekeeping

Fees

Stock

Management

Fees

Performance

Measurement

Fees

Total

Fees

1989 15,800.0 .8 10 0 12.0 22.8
1990 48,900.0 2.6 46.5 12.0 61.1
1991 81,100.0 4.3 102.8 12.0 119.1
1992 113,600.0 6.0 18T.1 12.0 198.1

Notes:

1. From 2-13-87 HB 42/HJR 2 Fiscal Note prepared by Robert 
Elliott, Department of Revenue

2. Column 1 x 5.25^/^1,000, per contract

3. Column 1 x .317%, per contract, x 20%, 30%, 40%, and 50% 

allocation to stocks for FY 89-92, respectively
4. Per contract

5. Columns 2 + 3 + 4



Alaaka Btaie legislature

PRESIDENT

907-465-3755

JAN FA1KS 
POST OFFICE BOX. V 

JUNEAU, ALASKA 99811

Senate

F e b r u a r y  2, 1987

M E M O R A N D U M

TO:

FROM:

SUBJECT:

Sen a to r Paul Fischer, C h a i r m a n
Senate Health, Education, and Social S e r v ic es
C om mittee

S e na to r J a n  Fi 
Pr e si de nt  of

B a c k g r o u n d  on Senat e  Bill 12
A n  Ac t  r e l a t i n g  to th e u n i v e r s i t y  fund; and
p r o v i d i n g  for an e f f e ct iv e date.

S e n a t e  Bill 12 has be en  r e f e rr e d to y o u r  c o m m i t t e e  for 
consideration. This bill r ep re se nt s an e f f o r t  to p r o v i d e  a 
s t a b l e  source of funding for the u n i v e r s i t y  system. S JR 1 is 
the a c c o m p a n y i n g  le gi sl a t i o n  w h i c h  a me n ds  the C o n s t i t u t i o n  and 
p l a c e s  a b a l l o t  q u e st io n b e fo re  th e  v o t e r s  in the 1988 general 
e l e c t i o n  to c r e a t e  a U n i v e r s i t y  Fund.

This fand w o u l d  be c a p i t a l i z e d  b y  5% of t he m i n e r a l  r o y al ty  
i nc om e rec e iv ed  b y  the state after J a n u a r y  1, 1989. T ha t  
a m o u n t  is e s t i ma te d as follows for the n e x t  four years:

Ye ar  Total amount (Millions of Dollars)

FY 89 16.3

FY 90 34.1

FY 91 33.2

FY 92 33.5

6060 YUKON DRIVE
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T h e s e  e s t i ma te s wer e derived from the Departm en t of R e ve nue's 
e s t i m a t e d  m i ne ra l  re venues for J a n u a r y  1987 Reven ue  Sources. 
T h e y  r e f l e c t  the loss of m i n er al  revenues and the subseq u en t 
d e c r e a s e  in General Fu nd  i nvestment earnings.

A l l  income rec ei ve d f r om  the U n i v e r s i t y  Fund w o u l d  be 
t r a n s f e r r e d  to the B oa rd  of R e g e n t s  t o be us ed  for the 
University:. L eg is l a t i v e  appr op ri a ti on  w o u l d  not be re qu i re d 
rt o  spend t h e  money.

T h e  U n i v e r s i t y  Fund w o u l d  be h a n d l e d  by the P e rm anent Fund 
Corporation, and c u r r e n t  inves t me nt  proce du re s of the 
P e r m a n e n t  F u n d  w o u l d  b e  followed, wi th  allowances for 
a d di ti on al  le gi s l a t i v e  appropriations.



R E Q U EST :

STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version: SB12 
- Publish D ate : ______

Revision Date: SB 12 ________ -  - .. Agency Affected: University of Alaska
T itle : Relating to the University Fund B R U . - all __________________________

Sponsor: s e n a to n - E a ik s .
Requestor: Sp n a t P .HFSS

Components :.

EX PENDITURES/REV ENUES: (Thousands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 • . FY 92P ER SO N A L SE R V IC E ST R A V E LC O N T R A C T U A LSUPPLIESEQUIPMENTLA N D  &  ST R U C T U R E SG R A N T S. C L A IM SM ISCELLA N EO U S

-
*

T O T A L  O P E R A T I N G _ J L _________ Undetermin =d Undet Undet

CAT i PAL

REVENUE Positive Positive Positiv^

FUNDING: (Thousands of Dollars)G E N E R A L FUND - 0 - - 0 - V .  tFED ERA L FU N D S *OTHER -
-TOTAL

P O SIT IO N S: - 4,

ANALYSIS : (Attach a separate page if necessary)
See attached

FULL-TIM EPART-TIMET EM P O R A R Y 0 0 0 0 n

Prppnrwihv: Brian Rogers, Director of Budget D e v e l o p m e n t . 474-6490

Division : 'University of Alaska  ^   Date. ‘ February 6, iyu/

A pproved
Agency: University of Alaska

■ .4  ---------------------------jt—:__________  u a te :

(\AA \  (X(Xm na„. February 6, 1987

Distribution (by preparer): 
Legislative Finance 
Lecislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)
Senate Secretary

page. of

IS
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.CONTINUATION of FISCAL NOTE ANALYSIS .

For Bill/Resolution No. Senate Bill 12

A n a l y s i s

AssumpfcijMia. ‘
Th e  u n i v e r s i t y  fund will be m a n a g e d  b y  the b o a r d  of tru s t e e s  of 
the,.Alaska P e r m a n e n t  Fund. N o  u n i v e r s i t y  p e r s o n n e l  will be 
i n v o l v e d  in f u n d  manag e m e n t .  Income f r o m  t h e  f u n d  w i l l  be 
a v a i l a b l e  to t h e  u n i v e r s i t y  a n n u a l l y  f r o m  t h e  p r i o r  ye a r ' s  net 
r e v e n u e s .

P.r .og r am_Sunmar y  *
N o  n e w  p o s i t i o n s  or e x p e n d i t u r e s  wi l l  b e  n e c e s s a r y  t o  ma n a g e  the 
fund. Income f r o m  the fu n d  will b e  u s e d  for u n i v e r s i t y  
o p e r a t i o n s ;  d e c i s i o n s  on use of the fund's in c o m e  w i l l  be made by 
t h e  b o a r d  of r e g e n t s - o f  t h e  U n i v e r s i t y  of Alaska.

C o m m e n t s

T h e  U n i v e r s i t y  of  A l a s k a  is in f a v o r  o f  the p r o p o s e d  legislation. 
O v e r  time, it w i l l  b u i l d  an e n d o w m e n t  for the u n i v e r s i t y  s y s t e m  
s i m i l a r  to "that of o t h e r  l e a d i n g  r e s o u r c e  states. The fund's 
in c o m e  will a l l o w  the u n i v e r s i t y  s y s t e m  to i n c r e a s e  its d e l i v e r y  
of p r o g r a m s  a n d  ser v i c e s  t o  the p e o p l e  o f  Alaska, a n d  will 
p r o v i d e  g r e a t e r  s t a b i l i t y  in the b u d g e t  a n d  e x p e n d i t u r e  process. 
It is i m p o s s i b l e  at this time to d e t e r m i n e  w h i c h  p r o g r a m s  and 
s e r v i c e s  the b o a r d  of r e g e n t s ' w i l l  p r o v i d e  u t i l i z i n g  t h e  fund's 
i n c o m e .

A  p r o j e c t i o n  of the amount of income f r o m  the f u n d  w h i c h  w ould 
b e c o m e  a v a i l a b l e  to  the u n i v e r s i t y  for p r o g r a m s  a n d  ser v i c e s  
de p e n d s  on the a s s u m p t i o n s  chosen for oil p r i c e s  a n d  i n v e s t m e n t  
r a t e s  of return. S u c h  a p r o j e c t i o n  mu s t  be m a d e  b y  the Al a s k a  
D e p a r t m e n t  o f  R e v e n u e  a n d / o r  the A l a s k a  P e r m a n e n t  F u n d  
Co r p o ration, r a t h e r  than the U n i v e r s i t y  o f  Alaska.

page 2 o f 2



Univ.

STATE OF ALASKA I9S7 LEG ISLAT IVE SESSION 
FISCAL NOTE

Bill Version : 1-VSJK 1R E Q U E S T :    _   - Publish D ate : __________ ______________
Revision Date:      Agency Affected: . Revenne___________
Title; Creating the University Fund/ r;R(j. ”A m e n d in g  t h e  C o n s t i t u t i o n ______________________ ________________________________________________________________________
Sponsor: F a ik s _______________ _____________  . Components : _________________________
R e q u e s t o r  ; - ________________________________________

E X P E N D  IT U R E S /R E V E N U E S : (Tnousands of Dollars)

OPERATING j|-- FY 87 FY 88 FY  8? FY 90 FY 91 ■■ . FY 92
PERSONAL SERVICES 5 ■»

TRAVEL • I . ‘ '  _ .
CONTRACTUAL ?
SUPPLIES 5
EQUIPMENT ■

L,r 1 "LAND & STRUCTURES i! •
' GRANTS. CLAIMS i 5 •

MISCELLANEOUS > 1
T O T A L  OPERATING t . - ! .

Millions 
F U N D I N G :  (m'&KKSftf DolfanO

GENERAL FUND 
Furjid Prin. Balance i 
Ur.'v. Fund Income 

! TOTAL

(16.3) (34.-1) ■ •
y’’ ' " “***' 

(33.2)
3UC1B.T*

(33.5) !

... 15.8 48.9 81.1 113.6 1

. . .5 1.9 3.9 - 5.8 !
, , , _ i

P O S I T I O N S :F U LL-T IM E  \ ■ .P A R T -T IM E  J - ..........jT E M F O R A R Y - • . .
A N A L Y S I S  : (Attach a separate page if necessary)

" S e e  attached •

R.'ttparcd h v : D iv is io n  :
U>

Falsert ElliettN'L
..esearcii Section

A p p ro ved  by C o m m iss io n e r: -**a  r . A  '  , -Ai-—cs---------
Agency: _____________________ (/■'_fir_____f .'V-D istribu tion (by p rep arer) :

Legislative Finance 

Legislative Sponsor 
RequesterO flic e  o! M anagem ent and Cudgel Im pa.’teu A gone yC.es)Senate Secretary

Phone:__
Date:  _____

D a te : . ___

P g e -  v f  -
-  F I S C A L  N O T E  ( R e v e n u e )



C O N T IN U A T IO N  of F IS C A L  N O T E  A N A L Y S IS  *For Bill/Resolution N o . sn 12/SJR  1
A n a l y s i s : "
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A n a l y s i s

CONTINUATION of FISCAL NOTE ANALYSIS• y*. «
For Bill/Resolution No. Senate Bill 12

A s s u m p t i o n s

T h e  u n i v e r s i t y  fu n d  w i l l  b e  m a n a g e d  b y  the b o a r d  o f  t r u s t e e s  of 
t h e  A l a s k a  P e r m a n e n t  Fund. No  u n i v e r s i t y  'personnel will be 
i n v o l v e d  in f u n d  m a n a g e m e n t .  I n c o m e  f r o m  t h e  f u n d  wi l l  b e  
a v a i l a b l e  t o  t h e  u n i v e r s i t y  a n n u a l l y  f r o m  the p r i o r  year's net 
r e v e n u e s .

P r o g r a m  S u m m a r y

N o  n e w  p o s i t i o n s  o r •e x p e n d i t u r e s  w i l l  be n e c e s s a r y  to m a n a g e  the 
fund,. I n c o m e  f r o m  the f u n d  wi l l  b e  u s e d  for u n i v e r s i t y  
o p e r a t i o n s ;  d e c i s i o n s  on u s e  of the fund's i n c o m e  will be m a d e  by 
t h e  b o a r d  o f  r e g e n t s  of  t h e  U n i v e r s i t y  o f  Alaska.

.C o m m e nts.

T h e  U n i v e r s i t y  o f  A l a s k a  is in f a v o r  o f  the p r o p o s e d  legislation. 
O v e r  time, it w i l l  b u i l d  a n  e n d o w m e n t  for t h e  u n i v e r s i t y  s y s t e m  
s i m i l a r  to t h a t  o f  o t h e r  l e a d i n g  r e s o u r c e  states. The fund's 
income, wi l l  a l l o w  the u n i v e r s i t y  s y s t e m  t o  i n c r e a s e  its d e l i v e r y  
of p r o g r a m s  a n d  s e r v i c e s  t o  the p e o p l e  o f  Alaska, a n d  will 
p r o v i d e  g r e a t e r  s t a b i l i t y  in the b u d g e t  a n d  e x p e n d i t u r e  process. 
It is i m p o s s i b l e  at th i s  t i m e  t o  d e t e r m i n e  w h i c h  p r o g r a m s  a n d  
s e r v i c e s  the b o a r d  o f  r e g e n t s  w i l l  p r o v i d e  u t i l i z i n g  the fund's 
income. * . ■

A  p r o j e c t i o n  o f  the a m o u n t  of i n c o m e  f r o m  the f u n d  w h i c h  w o u l d  
b e c o m e  a v a i l a b l e  to the u n i v e r s i t y  for p r o g r a m s  a n d  s e r v i c e s  
d e p e n d s  on t h e  a s s u m p t i o n s  c h o s e n  for oil p r i c e s  a n d  i n v e s t m e n t  
■rates of return. Su c h  a p r o j e c t i o n  mu s t  b e .m a d e  b y  the A l a s k a  
D e p a r t m e n t  o f  R e v e n u e  a n d / o r  the A l a s k a  P e r m a n e n t  F u n d  
C o r p o r a t i o n ,  r a t h e r  t h a n  t h e  U n i v e r s i t y  o f  Alaska.
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5-0095L
Levy
3/23/87

Original sponsors: Faiks, Uehling,
K elly and Kerttula

BY THE HEALTH, E D U C A T I O N  AN D
IN THE S E N A T E  SOCIAL SE RVICES C O M M I T T E E

CS F OR SENATE B I L L  NO. 12 (HESS)

IN THE L EGIS L A T U R E  OF THE STATE OF A L A S K A  

F I F T E E N T H  L E GISLATURE - FIRST SESS ION

A  BILL

For an A c t  entitled: "An A c t  r e l ating to the u n i v e r s i t y  fund; and p r o v i d­

ing for an effective date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e ction 1. AS 37.14 is amended by a dding n e w  sections to read:

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

separate endowment trust fund the u n i v e r s i t y  fund consis t i n g  of

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

r o y a l t y  sale proceeds, net profit shares u n d e r  AS 38.05.180(f) and 

( g ) , and federal m i n e r a l  revenue sharing pay ments r e c e i v e d  b y  the 

state after J a n u a r y  1, 1989, from m i n e r a l  leases issued on or b efore

D e c e m b e r  1, 1979, and six percent of all bonuses r e c e i v e d  b y  the state

after January 1, 1989, from m i neral leases issued on or b ef ore F e b r u­

ary 15, 1980;

(2) any other m o n e y  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.

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

shall be made to the fund once each month.

(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 

the commis s i o n e r  of r e v enue in a ccordance w i t h  investment accou n t i n g  

p rinciples and in a m a n n e r  that preserves the d i s t i n c t i o n  b e tween 

princi pal and income.

Sec. 37.14.310. FUND USE. (a) The principal of the u n i v e r s i t y

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

be p e r p e t u a l l y  retained in the fund for investment purposes.

(b) At the end of each fiscal year the net income from the
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u n i v e r s i t y  fund as deter* ' n e d  u n d e r  AS 37.14.300(c) shall be t r a n s­

ferr e d  to the Board of Regents of the Univer s i t y  of Alaska. Income of 

the u n i v e r s i t y  fund t ransfe rred to the Board of Regents of the U n i v e r­

sity of A l a s k a  un der this s e c ti on shall b e  used for the U n i v e r s i t y  of 

A l a s k a  u n d e r  AS 14.40 and other applicable provisions o f  law.

(c) Reali zed net income that has n o t  been t r a n s f e r r e d  to the 

B o a r d  of Regents of the U n i v e r s i t y  of A l a s k a  under (b) of this section 

shall be invested u n t i l  transferred.

Sec. 37.14.320. D UTIES OF THE COMM IS S I O N E R  OF REVENUE. The 

c o m m i s s i o n e r  of r e venue is the treasurer of the u n i v e r s i t y  fund and 

shall

(1) act as official custodi an of the cash a n d  investments 

b e l o n g i n g  to the fund by securing adequate and safe custod ial f a c i l­

ities ;

(2) receive all items of cash and i n vestments b e l o n g i n g  to

the f u n d ;

(3) collect the p r i n c i p a l  and income from investments owned 

or a c q u i r e d  by the state treasury and deposit the a m o u n t s  in separate 

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

(4) invest and reinves t the assets of the fund under 

AS 37.14.330;

(5) g e n e r a l l y  exercise the powers of an o w n e r  w i t h  respect 

to the assets of the fund;

(6) do all acts, w h e t h e r  or not expressly authorized, that 

the c o m m i s s i o n e r  of revenue considers n e c e ssary or p r o p e r  in a d m i n i s­

tering the assets of the fund;

(7) m a i n t a i n  a c c o u n t i n g  records of the fund under i n v e s t­

men t  a c c o u n t i n g  principles  and w i t h  di stin c t i o n  b e t w e e n  the principal 

a nd income accounts of the fund;
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(8) contract w i t h  an i nd ependent firm of c e r t i f i e d  public 

accountants to annually audit the financial c o n d i t i o n  of the fund's 

investments and investment transactions;

(9) enter into and enforc e all con tracts or agreements 

c onsid e r e d  necessary, convenient, or desirable for the investment 

purpos es of the fund; and

(10) report to the B o a r d  of R e gents o f  the U n i v e r s i t y  of

A l a s k a  the c o n d i t i o n  and i n v e s t m e n t  p e r f o r m a n c e  of the fund.

Sec. 37.14.330. INVESTMENTS. (a) The c o m m i s s i o n e r  of reve nue 

is the fiduciary of the u n i v e r s i t y  fund and shall invest the fund to 

p r o v i d e  incre asing net income over l o n g -term periods. In investing 

the assets of the fund the c o m m i s s i o n e r  of revenue shall e x e r c i s e  the 

j u d g m e n t  and care u nder 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 an 

i n s titutio nal invest or of o r d i n a r y  p r o f e s s i o n a l  prudence, discretion, 

a n d  intelligence exercises in m a n a g i n g  large trust inves t m e n t s  with 

c o n s i d e r a t i o n  for the p u r p o s e  of the fur.ds, the i n v e s t m e n t  objectives, 

the continuin g d i sposition o f  the fund's investments, and the probable 

s afety of the capital as w e l l  as the p roba b l e  i nvest m e n t  returns.

(b) In m a n a g i n g  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  of revenue

shall

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

b o t h  a current and a p r o b a b l e  future basis;

(2) determine the a p p r o p r i a t e  investment objectives;

(3) e s t a b l i s h  invest m e n t  policies aimed at a c h i e v i n g  the 

objectives; and

(4) act only in r e g a r d  to the long-term f i n a n cial interests 

of the fund's beneficiaries.

(c) The d i s 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 investments 

in the fund shall be at c o m p e t i t i v e  n a t io nal or i n t e r n a t i o n a l  market
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rates or prices or the equiva lent in the judgment of the c o mmi ssioner 

o f  revenue.

(d) In e x e r c i s i n g  the duties and powers set out in this section 

and AS 37.14.320, the c o m m i s s i o n e r  of revenue m a y

(1) delegate investment, custodial, or d e p o s i t o r y  authority 

o n  a discr 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  basis to officers or employees 

o f  the state or to independ ent firms, banks, or trust companies, by 

d e s i g n a t i o n  t h rough appointments, contracts, or letters of authority;

(2) invest the u n i v e r s i t y  fund on the basis of probable 

total rate of r e t u r n  as a means of p r o m o t i n g  the l o n g -term g e n e r a t i o n  

o f  income;

(3) acquire or dispose of investments, either directly, 

indirectly, or through investment pools or trusts, by compe t i t i v e  or 

n e g o t i a t e d  agreements, contracts, or auctions, in p ublic or private 

m a r k e t s ;

(4) c o n c e n t r a t e  or d i v e rsify  the investments of the u n i v e r­

sity fund as approp r i a t e  in order to increase the p r o bable total rate

of return on the fund or to decrease the fund's overall expos ure to

p o t e n t i a l l y  adverse m a r k e t  value risks;

(5) p r o t e c t  the m a rket value or the rate of r e t u r n  of the 

u n i v e r s i t y  fund's inves tments by enter!..g into forwa rd agreem ents to 

b u y  or sell assets at a future date as a hec^ e against exi sting held 

assets or as a pro nitment of future cash flows;

(6) lend u n d e r  an ag reement and for a fee assets of the 

u n i v e r s i t y  fund against de posited collateral of equivalent  market 

v a l u e ;

(7) hol d i nves tments in beare r form or in r e g i s t e r e d  form 

in the name of the u n i v e r s i t y  fund or auth orized nominees;

(8) use consultants, advisers, custodians, investment
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services, and legal counsel for assistance in i n v e s t m e n t  m a t t e r s  on 

either a contin u i n g  or a limited t e r m  basis a n d  wi** * or w i t h o u t  c o m­

pensation; and

(9) w i t h h o l d  inf orm a t i o n  that di scloses the p a r t i c u l a r s  of 

the business or the affairs of a p r i vate enterprise, investor, b o r­

rower, adviser, consultant, counsel, or m a n a g e r  as c o n f i d e n t i a l  and 

nonpublic records subject to d i s c l o s u r e  only as r e q u i r e d  in a court 

procee d i n g  or for purpose s of an official law e n f o r c e m e n t  pro ceeding.

* Sec. 2. This A c t  takes effect on the e f f e c t i v e  date of a c o n s t i t u­

tional amendment e s tabl ishing a u n i v e r s i t y  fund.
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5-0095L
Le v y
3/23/87

Original sponsors: Faiks, Uehling,
K e l l y  and K e r tt ula

BY T H E  HEALTH, E D U C A T I O N  AND
IN THE SENATE SOCIAL SERVICES C O M M I T T E E

CS F O R  SENATE B I L L  NO. 12 (HESS)

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

F I F T E E N T H  L E G I S L A T U R E  - FIRST SESSION

A  BILL

For an Act entitled: "An 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

ing for an ef fective date."

BE IT ENACTED BY THE L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

* Sect ion 1. AS 37.14 is a m ended  b y  adding n e w  sections to read:

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

separate endowment trust fund the u n i v e r s i t y  fund consis t i n g  of

(1) five p e r c e n t  of all m i n e r a l  lease rentals, royalties, 

r o yalty sale proceeds, net p r o f i t  shares u nder AS 38.05.180(f) and* 

(g) , and federal m i n e r a l  r e v e n u e  sharing payments r e c eived b y  the

state after J a nuary 1, 1989, from m i neral leases issued on or before 

D e c e mber 1, 1979, and six percent of all bonuses r e c e i v e d  by the state 

after January 1, 1989, fro m m i n e r a l  leases issued on or b e f o r e  F e b r u­

ary 15, 1980;

(2) any other m o n e y  ap prop r i a t e d  to the u n i v e r s i t y  fund.

(b) Payments due the u n i v e r s i t y  fund under (a) of this section

shall be made to the fund once each month.

(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 

the commissioner of r e venue in accor dance with i n v e s t m e n t  accounti ng 

principles and in a m a n n e r  that preserves the d i s t i n c t i o n  between  

principal and income.

Sec. 37.14.310. FUND USE. (a) The principa l of the u n i v e r s i t y  

fund and the capital gains or losses realized on the princip al shall 

be perpetually r e t a i n e d  in the fund for investment purposes.

(b) At the end of each fiscal year the net income from the
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u n i v e r s i t y  fund as d e t e r m i n e d  u n d e r  AS 37.14.300(c) shall be t rans­

fer r e d  to the Board of R e g ents of the U n i v e r s i t y  of Alaska. Income of 

the u n i v e r s i t y  fund 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

sity of A l a s k a  u n d e r  this s e ction shall be used for the U n i v e r s i t y  of 

A l a s k a  under AS 14.40 and other applica ble provi s i o n s  of law.

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

Bo a r d  of Regents 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) of this section 

shall be invested until transferred.

Sec. 37.14.320. D UT IES OF THE C O M M I S S I O N E R  OF REVENUE. The 

co m m i s s i o n e r  of revenue is the treasurer of the u n i v e r s i t y  fund and 

shall

(1) act as o f f i c i a l  c u s t odian of the c a s h  and investments 

b e l o n g i n g  to the fund b y  securing adequate and safe c u s t odial facil- , 

i t i e s ;

(2) rec eive all items of cash and inves t m e n t s  b e l o n g i n g  to

the fund;

(3) collect the p r i n c i p a l  and income f r o m  investments owned 

or acquired by the state treasury and deposit the amounts in separate 

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

(4) invest and reinv est the assets of the fund under 

AS 37.14.330;

(5) g e n e r a l l y  exe rcise the powers of an owner w i t h  respect 

to the assets of the fund;

(6) do all acts, w h e t h e r  or not e x p r essl y authorized, that 

the commissioner of revenue considers ne cessary or p roper in a d m i n i s­

tering the assets of the fund;

(7) m a i n t a i n  a c c o u n t i n g  records of the fund u nder i n v e s t­

men t  accounting p rinci p l e s  and w i t h  distinction b e t w e e n  the principal 

and income accounts of the fund;
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(8) contract w i t h  an independent f i r m  of c e r t i f i e d  public 

accountants to a n n ually audit the financial c o n d i t i o n  of the fund's 

i nvestments a n d  invest m e n t  transactions;

(9) enter into a n d  e n force all c o n t r a c t s  or agreements

consid ered necess ary, convenient,  or d e s i rab le for the investment 

pu r p o s e s  of the fund; and

(10) r eport to the B o a r d  of R e g ents  of the U n i v e r s i t y  of

A l a s k a  the c o n d i t i o n  and i n v e s t m e n t  p e r f o r m a n c e  of the fund.

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

is the f i d u c i a r y  of the u n i v e r s i t y  fund and shall invest the fund to

pr o v i d e  incr e a s i n g  net income o v e r  long-term periods. In investing 

the assets of the fund the c o m m i s s i o n e r  of r e v e n u e  shall e x e rc ise the 

j u d g m e n t  and care u n d e r  the circu mstances then p r e v a i l i n g  that an 

i n s t i t u t i o n a l  i n v e s t o r  of o r d i n a r y  p r o f e s s i o n a l  prudence, discretion, 

a n d  i n t ellig ence e xercises in m a n a g i n g  large trust i nvestme nts with 

c o n s i d e r a t i o n  for the p u r p o s e  of the funds, the i nves t m e n t  objectives, 

the contin uing d i s p o s i t i o n  of the fund's investments, and the probable 

s afet y of the capital as w e l l  as the probable i nve stment returns.

(b) In m a n a g i n g  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  of revenue

shall

(1) consider the status and income of the fund's c a oit al onA

b o t h  a current and a p r o b a b l e  f u t u r e  basis;

(2) d e t e r mine the a p p r o p r i a t e  investme nt objectives;

(3) e s t a b l i s h  i n v e s t m e n t  policies aimed at a c h i e v i n g  the 

objectives; and

(4) act only in r e g a r d  to the l o n g -t erm financial  interests 

of the fund's beneficiarie s.

(c) The d i s 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 investments 

in the fund shall 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



rates or p r i c e s  or the equivalen t in the j u d g m e n t  of the commissioner 

o f  revenue.

(d) In e x e r c i s i n g  the duties and powers set out in this section 

an d  AS 37.1 A . 320, the commis sioner of revenue m a y

(1) d e l e g a t e  investment, custodial, or d e p o s i t o r y  authority 

o n  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  basis t o  officers or employees 

of  the state o r  to independent firms, banks, o r  trust companies, by 

designation t h r o u g h  appointments, contracts, o r  letters of authority;

(2) invest the u n i v e r s i t y  fund on the basi s of probable 

total rate of r e t u r n  as a means of promoting t h e  l o n g -term g eneration 

of  income;

(3) a c q u i r e  or dispose of investments, either directly, 

indirectly, or t h r o u g h  investment pools or tru sts, by c ompetit ive or 

ne g o t i a t e d  a g r e e m e n t s ,  contracts, or auctions, in p ubli c or private 

m a r k e t s ;

(4) c o n c e n t r a t e  or diver sify the i n v e s t m e n t s  of the u n i v e r­

sity  fund as a p p r o p r i a t e  in order to increase t h e  prob able total rate 

of return on t h e  fund or to decrease the f u n d ' s  ove rall exposu re to 

potentially a d v e r s e  m a r k e t  value risks;

(5) p r o t e c t  the m a rket value or the ra te of return of the 

u n i v e r s i t y  f u n d ' s  investments by entering into f o rward agreeme nts to 

b u y  or sell a s s e t s  at a future date as a hedge a g a in st existing held 

assets or as a p r e c o m m i t m e n t  of future cash f lows;

(6 ) lend under an agreement and f o r  a fee assets of the 

univer s i t y  fu nd against depos ited collateral of equivalent market 

v a l u e ;

(7) h o l d  i nvestmen ts in bearer form o r  in r e g i s t e r e d  form 

in the name of the u n i v e r s i t y  fund or authorized nominees;

(8) u s e  consultants, advisers, c u s t o d i a n s ,  investment | 
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services, a n d  l e g a l  counsel for assistance i n  in vestment m a t t e r s  on 

either a c o n t i n u i n g  or a limited term basis a n d  w i t h  or w i t h o u t  c o m­

pensation; a n d

(9) w i t h h o l d  i n f o r m a t i o n  that d i s c l o s e s  the p a r t i c u l a r s  of 

the business o r  the affairs of a private e n t e r p r i s e ,  investor, b o r­

rower, adviser, consultant, counsel, or m a n a g e r  as c o n f i d e n t i a l  and 

nonpublic r e c o r d s  subject to disclosure onl y as r e q u i r e d  in a court 

proceeding or f o r  p u r p o s e s  of an official law e n f o r c e m e n t  proceeding.

* Sec. 2. This A c t  takes effect on the e f f e c t i v e  date of a c o n s t i t u­

tional 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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