
A





( t l )
Date Referred: March 9, 1994

IOUSE COMMITTEE REF TV
FURTHER REFERRALS:

Date of Committee Action: 4  U i j a *t
The FINANCE Committee considered: 

HOUSE BILL NO. 234

HB 234

UNIVERSITY OF AK ENDOWMENT TRUST FUND

"An Act relating to endowments and donations of the University of Alaska and the University of Alaska 
endowment trust fund; and providing for an effective date."

RECOMMENDATIONS: 
be replaced w ith _______

[ ] the same title 
.[ ] a new title

[ ] have attached amendments(s) 
[^4 do pass 
[ ] do not pass 
[ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to th e ____ Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Depl)

[ ] fiscal im pact___________________________
(Dept/Daii)

[ ] zero fiscal note

APPROVES PREVIOUS:

\ [)<] fiscal note(s) V^-c~v|  ̂ V ^  4

I £j£] zero fiscal note(s) \ L f i r  T s \  ^  \
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STATE OF ALASKA
1994 LEGISLATIVE SESSION

FISCAL NOTE
•; *.V • • ; /• • *r/V ■

( Bill Version:______Sl_23a__
(H) Publish Date: 3/9/94

Revision Date: Department A ffe c t:  University of Alaska
Title: "An Act relating to endowments and donations of the BRU:

University o f Alaska endowm ent trust fund...'' Component:
Sponsor: Rep. Davies
Requestor: Rep. Davies C O M PO N EN T  SER IA L  NO.

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING 1 FY95 FY96 FY97 FY98 | FY99 FY00

PERSONAL SERVICES 1 1
TRAVEL 1
CONTRACTUAL 1 1
SUPPLIES 1 1
EQUIPMENT 1
LAND & STRUCTURES
GRANTS. CLAIMS 1
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE FD SOURCE

FUNDING: (Thousands of Dollars) •
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL FUNDING 0.0 0.0 | 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME «
TEMPORARY •

Estimate of ament year impact: None_______________________________________________________________

ANALYSIS:(Attach a separate page if necessary There is no fiscal impact.
The university currently has its endowments administered by fund managers such as those which the Department o f Revenue has managing 
the land grant trust fund. Investment results to the university arc net o f management fees, just as they are under the existing arrangement with the 
Department o f Revenue. The costs are anticipated to remain the same. The inherent advantage o f university managemec o f the land grant trust 
fund in addition to its management o f its endowments is the coordination of asset allocation decisions and decisions regarding interest rate risks.

Prepared by: Alison El gee. Director «____________________ Phone: 474-7593uuaaur i_______________

.  D i r e c t o r ~ ~ ~ ^ ! ^ l

Vice President for Finance /  \  . / f
Agency: University of Alaska C  V  Date: S A r  / ifr

Statewide Budget Office: Alison Elgee,
Approved by: Brian'Rogers.

Distribution (by preparer): Legislative Finance, Legislative Sponsor. Requestor. OMB. & Impacted Agency(ies).
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FISCAL NOTE
1994 LEGISLATIVE SESSION
Revision Oate:
Tide:

STATE OF .ALASKA

An Act raladng to endowments and donations of the university

Sponsor:
Requestor:

Representative Oaviss
H HESS

Expend itu res/R evenues:

BILL

Dept. Affected: Revenue
~BRU:
Component:

No. I
Bill Version: HB 234
(H) Publish Date: 3/9/94

Revenue Operations
Treasury

COMPONENT SER IAL NO. 

(Thousands of Dollars)

121

OPERATING FY95 FY96 FY97 FY98 FY99 FYOO
PERSONAL SERVICES 22.5 22.5 22.5 22.5 22.5 22.5
TRAVEL
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES
ECU IPMENT |
LAND 4 STRUCTURES
GRANTS. CLAIMS '
MISCELLANEOUS
TOTAL OPERATING 22.5 22.5 22.5 22.5 2ZS 22/j

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)
1C02 Federal Recaiots I
1003 G r Match
100* GF 22.5 22.5 22.5 22.5 22.5 | 22.5
1005 GF/Proaram Receiots I
1C05 GF/MHT1A I I
Other I
TOTAL 22.5 22.5 22.5 22. S 22.5 | 22.5

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
Estimate of current year (FY94) impact: 5 0

ANALYSIS: (Attach a separata page if necessary.)

Currendy, the investment and management of the fund is a function or the Treasury and is shared among various accountants and investment 
managers. As a result of the fund shifting, $22,500 would have to be funded within the Treasury. Custodial fees of approximately $25,000 would 
be transferred with the Fund. Total costs to the fund for FY93 were approximately S52.000, resulting in total charges to the Fund of approximately 
0.02%.

Prepared by: Laraine L  Oerrf of. , Phone: 46. 30
Division: Treasury [) / / ^  Date: 3/8/94>

)Approved by Commissioner: Darrel J. Roxw inkelrL . Date: 3/8/94
Agency: Revenue

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution information call the Governor's Leg is lative Office
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University of Alaska
Statewide System

HB 234 M anagem en t o f UA E ndow m en t T ru s t F un d s
SPONSORS: DAVIES, Martin, Phillips, Bunde, Ulmer

The congressiona l acts in  1915 and  1929 g ran ted  the  T errito ry  o f A laska 
approxim ately 113,000 acres o f land for the exclusive u se  a n d  benefit of 
the U n iversity  o f A laska as the successor in s titu tion  to  th e  A g ricu ltu ra l 
College a n d  School of M ines. A ll earn ings from  the  sale, lease, a n d  u se  o f 
these land s has b een  depo s ited  in to a tru s t fu nd  es tab lished  u n d e r 
AS 14.40.400. F rom  1917 th rough  June 30,1993, the fu n d  has g row n  to  
app rox im a te ly  $20.3 m illion. Based p rim arily  on  m o re  active m anag em en t 
of its lan d s  by  the University, the fu nd  has doub led  in  size from  $10.0 
m illion  in  1933 to  the cu rren t $23.9 m illion.

All in v es tm en t earn ings from  the fu nd  are tran sfe rred  to the U n ive rs ity  o n  
a qua rte rly  basis. In  accordance w ith  the Board of Regents' policy, these 
ea rn ings a re  u tilized  to inflation-proof the p rinc ipa l o f th e  fund , to p a y  the 
costs assoc ia ted  w ith  m ain tenance o f the University 's lands, and  to fu n d  
projects a n d  p rog ram s prim  arily in  su p p o rt of ag ricu ltu re, fisheries, 
n a tu ra l resou rce  m anagem ent, m arketing, and  education . The fu n d s are 
in ten d ed  to  p rov id e  a m arg in  of su p p o rt over and  above  th a t w h ich  
w ou ld  o th e rw ise  be possib le th rough  o th er sta te a n d  fede ra l fund ing .

D u rin g  the p rev iou s five years, the D epartm en t o f R evenue has in v e s ted  
the fu nd s w ith  m odera te  to good investm en t results, w ith  an  ave rage  ra te  
o f re tu rn  o f app rox im ate ly  11.5 percent. In  FY93, the D ep artm en t o f 
R evenue in itia ted  an  assessm en t against th e  ea rn ing  o f the fu n d  fo r tru s tee  
serv ices in  connection  w ith  adm in is tra tion  o f the fund . D u ring  the  c u rren t 
year, th is a ssessm en t to tals $50,000.

The B oard o f Regents an d  the p re s id en t o f the U n iversity  believe th a t 
the U n ive rsity  can  m anage these fund s a t a com parab le o r be tte r re tu rn  
w ith o u t in cu rring  the annua l assessm en t fo r tru stee services. The

contact: W endy  R edm an
U n ive rsity  R ela tions 

463-3086/474-7582



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
(007) 465-3867 or 465-2450
FAX (007) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

M E M O R A N D U M  March 22, 1993

SUBJECT: Sectional Summary o f HB 234

TO: Representative John Davies

FROM: Michael F. Ford //*" •'
Legislative Counsel

You have requested a sectional summary of the above-described bill.

As a prelim inary matter, note that a sectional summary of a bill should not be 
considered an authoritative in terpretation of the bill and the bill itself is the best 
sta tem ent o f its contents. If you would like an interpretation of the bill as it may 
apply to a particular set of circumstances, please advise.

Section 1. Findings.

Section 2. Provides that endowments and donations made to the University of Alaska 
shall be held and managed by the university.

Section 3. R equires the University of Alaska to establish an endowment trust fund 
in which certain income from land sales and in which endowments, donations or gifts 
a re  held.

Section 4. Provides that the President of the University of Alaska is the fiduciary of 
the trust fund established under AS 14.40.400(a).

Section 5. R epeals a provision requiring the commissioner of revenue to repo rt to the 
legislature.

Section 6. A  transition section providing that contracts, liabilities, o r obligations are 
no t affected by changes made in secs. 2-5 of the Act. Also requires the  D epartm en t 
o f R evenue to transfer assets and liabilities to the university.

MFF:gc
93-250.glc

Section 7. Effective date.

S E C T IO N A L  SUMMARY



University of Alaska
Statewide System

HB 234 M anag em en t of UA E ndow m en t T ru s t F und s
SPONSORS: DAVIES, Martin, Phillips, Bunde, Ulmer

The congressional acts in  1915 and  1929 g ran ted  the T errito ry  o f A laska 
app rox im ate ly  113,000 acres o f land  for the exclusive use  a n d  benefit o f 
the  U n iversity  of A laska as the successor in s titu tio n  to th e  A g ricu ltu ra l 
College and  School o f M ines. A ll earn ings from  the sale, lease, a n d  u se o f 
these land s has been  depo s ited  in to  a tru s t fu n d  es tab lished  u n d e r 
AS 14.40.400. From  1917 th rough  June 30,1993, the fu n d  has g row n  to  
app rox im ate ly  $20.3 m illion. Based p rim arily  o n  m o re active m anag em en t 
o f its land s by  the University , the fu nd  has d oub led  in  size from  $10.0 
m illion  in  1983 to the cu rren t $23.9 m illion.

A ll in v es tm en t earn ings from  the  fu nd  are tran sfe rred  to  the U n ive rsity  o n  
a q u a rte rly  basis. In  accordance w ith  the Board of Regents' policy, these 
ea rn ings a re u tilized  to inflation-proof the p rinc ip a l of the  fund , to p ay  the 
costs associa ted  w ith  m ain tenance of the University 's lands, a n d  to fu n d  
projects an d  p rog ram s p rim arily  in  su p p o rt o f ag ricu ltu re, fisheries, 
n a tu ra l resou rce m anagem ent, m arketing, an d  education . The fu nd s are 
in ten d ed  to p rov id e  a m arg in  of su p p o rt over and  above th a t w h ich  
w o u ld  o therw ise  be possib le th rough  o th er sta te a n d  federa l fund ing .

D u ring  the p rev iou s five years, the D epartm en t of R evenue has inv ested  
the fu nd s w ith  m odera te  to  good investm en t resu lts, w ith  an  ave rage  ra te  
o f re tu rn  of app rox im ate ly  11.5 percent. In  FY93, the  D ep a rtm en t of 
R evenue in itia ted  a n  assessm en t aga in st the ea rn in g  o f th e  fu n d  for tru s tee  
serv ices in  connection w ith  adm in is tra tion  o f the fund . D u rin g  th e  cu rren t 
year, th is assessm en t to tals $50,000.

The B oard o f R egents a n d  the p re s id en t o f the U n iversity  believe th a t 
th e  U n ivers ity  can m anage  these fu nd s a t a com parab le  o r b e tte r re tu rn  
w ith o u t in cu rring  the  annu a l assessm en t for tru stee  services. The

contact; W endy  R edm an
U n ive rs ity  Relations 

463-3086/474-7582



U niversity  in tend s to coord inate m anagem en t of the investm en ts w ith  th a t of its 
o th e r endow m en ts  to low er the cost of adm in is tra tion  o f b o th  fu nd s and  
m ax im ize the  ea rn ings potential.

A  com parison  o f the investm en t results for the U n iversity  T ru st F u n d  h e ld  by  the 
D ep artm en t o f R evenue an d  earn ings of the U n iversity  of A laska F ound a tio n  
en dow m en t fu nd s m anaged  by Sirach C ap ita l M anagem en t and  the C om m on  
F und  is a ttached . A ssum ing  con tinued g row th  of the fund, if ea rn in g s o f the 
fund  can be im p rov ed  by  an  add itional 2 percent, app rox im a te ly  $2.5 m illion  of 
add itio n a l fu n d s  w ill be available to su p p o rt critical U n iversity  p ro jec ts over the 
nex t five years.

In  sum m ary , th e  U n iversity  is requesting  the transfer of the  U n ive rsity  T ru s t 
F unds to  the  U n ivers ity  o f Alaska. These funds 'are adequa te ly  p ro tec ted  by  law  
from  any  exp end itu re  o f p rincipal by  the University . The U n iversity  h as 
d em on stra ted  a so un d  investm en t h isto ry  in  re la tion  to the U n iversity  of A laska 
F ounda tion  endow m en t funds, and  this sam e en terp rise  w ill be ex tend ed  to  the 
N a tu ra l R esource Endowm ent.



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
(907) 465-3867 or 465-2450 
I-AX (907) 465-2029 
Mail Stop 3101

130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

M E M O R A N D U M March 22, 1993

SUBJECT: Sectional Summary of HB 234

TO: Representative John Davies

M ichael F. Ford //*•' ^  
Legislative Counsel

FROM:

You have requested  a sectional summary of the above-described bill.

As a prelim inary matter, note that a sectional summary of a bill should not be 
considered an authoritative in terpretation of the bill and the bill itself is the best 
sta tem en t o f its contents. If you would like an in terpretation of the bill as it may 
apply to a particu lar set of circumstances, please advise.

Section 1. Findings.

Section 2. Provides that endowments and donations made to the University of Alaska 
shall be held and managed by the university.

Section 3. R equires the University of Alaska to establish an  endowment trust fund 
in which certain income from land sales and in which endowments, donations or gifts 
a re  held.

Section 4. Provides that the President of the University of A laska is the fiduciary of 
the trust fund established under AS 14.40.400(a).

Section 5. R epeals a provision requiring the commissioner o f revenue to repo rt to  the 
legislature.

Section 6. A  transition section providing that contracts, liabilities, or obligations are 
no t affected by changes m ade in secs. 2 - 5 of the Act. Also requires the D epartm en t 
o f R evenue to transfer assets and liabilities to the university.

Section 7. Effective date.

MFF:gc
93-250.glc

S E C T IO N A L  SUMMARY



University of Alaska Trust Fund
Comparison o f Earnings Rates

Dept of UAfieyenue FoundationAnnualized returns:
One year 7.2% 6.7%
Two years 12.0% 19.3%
Three years 10.7% 14.3%
Four years 11.2% 17.0%
Five years 10.5% 15.5%



Je rom e  8. Komisar

U n i v e r s i t y  of  A l a s k a  S t a t e w i d e  S y s t e m

M arch  25, 1993

20-3 C L 'E>CV'CH BlOC 
r A iP B a N K S  9 9 7 7 5  5 5 6 0

P ^ Q N C  4 7 4 -7 3 1 !

CAX 4 7 4 -7 5 7 0

T he  H o no rab le  W a lte r  J .  H ick e l 
G overno r, S ta te  o f A la sk a  
T h ird  F lo o r C ap ito l B u ild in g  
P .O . Box 110001 
J u n e a u ,  AK  99811-0001

D e a r  G o v e rn o r H ickel:

T h e  U n iv e rs i ty  o f A la sk a  B o a rd  o f R egen ts, a t  i ts  F e b ru a ry  26, 1993 r e g u la r  
m ee tin g , u n a n im o u s ly  a d o p te d  a  re so lu tio n  re q u e s t in g  t h a t  t h e  A la sk a  
le g is la tu r e  pass, a n d  y o u  s ig n , le g is la tio n  t r a n s fe r r in g  m a n a g e m e n t  o f  th e  
U n iv e rs i ty  o f A la sk a  T r u s t  F u n d  a s s e ts  from th e  A la sk a  D e p a r tm e n t  o f 
R ev enu e  to th e  U n iv e r s i ty  o f  A la sk a .

T h e  U n iv e rs i ty  o f A la s k a  T r u s t  F u n c  w as e s ta b lish e d  p u r s u a n t  to th e  
c  Tgressional a c t o f 1929 e s ta b l i s h in g  th e  th e n  A la sk a  A g r ic u l tu r a l  C o llege 
a n d  Schoo l o f M in e s a s  A la sk a 's  lan d- g ran t in s t i tu t io n .  T h is  fu n d  c o n ta in s  
th e  n e t  in com e from  s a le  o r le a s e  o f u n iv e rs ity  t r u s t  la n d s . T h e  B o a rd  o f 
R eg en ts  b e liev es t h a t  b e c a u s e  U n iv e rs i ty  of A la sk a  T ru s t  F u n d  a s s e  ts  a r e  
sh ow n  on th e  b a la n c e  s h e e t  o f  th e  U n iv e rs ity  o f A laska, a n d  s in c e  th e  
in com e from  th e  U n iv e r s i ty  o f  A la s k a  T ru s t F u n d  is u sed  to  s u p p o r t  
u n iv e r s i ty  p ro g ram s  a n d  se rv ic e s , i t  w ould be m o re  e ffic ien t to  h a v e  th e  
U n iv e r s i ty  o f A la sk a  m a n a g e  th e s e  t r u s t  a sse ts . F u r th e r  e ffic ie n cy  a n d  
re d u c tio n  in  ii / e s tm en t m anagem e-n t fees can  a lso  be g a in e d  b y  
m a n a g e m e n t o f th e s e  e n d o w m e n t a s s e ts  w ith  o th e r  e n d o w m en t a s s e t s  o f  
th e  U n iv e r s i ty  of A la sk a .

O ve r th e  p a s t  five y e a rs , th e  u n iv e r s i ty ’s endow m en t a s s e ts  m a n a g e d  by  th e  
U n iv e rs i ty  o f A la sk a  F o u n d a t io n  h a v e  ach ieved a ra te  o f r e t u r n  w h ich  w a s  
on a v e ra g e  a p p ro x im a te ly  5 p e rc e n t- h ig h e r  th a n  th e  r a te  o f  r e tu r n  a c h ie v ed  
by  th e  A la sk a  D e p a r tm e n t  o f R ev en u e  on the  U n iv e rs i ty  o f A la s k a  T r u s t  
F u n d . W ith  th e  c u r r e n t  fu n d  b a la n c e  o f the U n iv e rs ity  o f  A la s k a  T r u s t  
F u n d , a  4 p e rc e n t d if fe re n c e  t r a n s la t e s  in to  ro ugh ly  $800,000 p e r  y e a r , o r  $4 
m illio n  ove r th e  p a s t  fiv e y e a rs . T h e  u n iv e rs ity  believes t h a t  th e  land-based  
re v e n u e s  to  th e  u n iv e r s i ty  w ill b e  o f  g row ing  im po r ta n ce  to  th e  u n iv e r s i ty  a s  
s ta te  re v e n u e s  dec lin e  a n d  is  th u s  k e en ly  in te re s te d  in  o p p o r tu n i t ie s  for 
g r e a te r  r e tu r n  on th e  fu n d .

UNIVERSITY  CORRESPONDENCE SUPPORTING HB 234



University  o f  A laska
T h e  H o n o rab le  W a lte r  J . H ickel 
P a g e  2
M arch  25, 1993

M em b e rs  o f th e  H ou se  F in a n c e  S u b c o m m itte e  on th e  u n iv e r s i ty  -- 
R e p r e s e n ta t iv e s  D av ies, M a r tin , P h il l ip s ,  B unde, a n d  U lm e r -- h av e  
in tro d u c e d  H ou se  B ill #234 to a ch iev e  th e  t r a n s f e r  o f a s s e ts  r e q u e s te d  by th e  
B o a rd  o f  R eg en ts . T h e  u n iv e r s i ty  u rg e s  th e  a d m in is t r a t io n ’s s u p p o r t  of th is  
le g is la t io n  a n d  u rg e s  y o u r s ig n a tu r e  w h e n  an d  i f  th e  bill r e a c h e s  y o u r d e sk .

T h a n k  you  for y o u r c o n tin u in g  s u p p o r t  o f  th e  U n iv e r s i ty  o f A la sk a .

S in c e re ly ,

JBK/BDR/pe

cc: R e p re s e n ta t iv e s  B u n d e ,^D av ie s/ M a rtin , P h ill ip s , U lm e r




