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University of Alaska
Statewide System

HB 234 M anagement of (JA Endowment Trust Funds

SPONSORS: DAVIES, Martin, Phillips, Bunde, Ulmer

The congressional acts in 1915 and 1929 granted the Territory of Alaska 
approximately 113,000 acres of land for the exclusive use and benefit of 
the University of Alaska as the successor institution to the Agricultural 
College and School of Mines. All earnings from the sale, lease, and use of 
these lands has been deposited into a trust fund established under 
AS 14.40.400. From 1917 through June 30,1993, the fund has grow n to 
approximately $20.3 million. Based primarily on more active managem ent 
of its lands by the University, the fund has doubled in size from $10.0 
million in 1983 to the current $23.9 million.

All investm ent earnings from the fund are transferred to the University on 
a quarterly basis. In accordance with the Board of Regents' policy, these 
earnings are utilized to inflation-proof the principal of the fund, to pay the 
costs associated w ith maintenance of the University's lands, and to fund 
projects and programs primarily in support of agriculture, fisheries, 
natural resource management, marketing, and education. The funds are 
intended to provide a margin of support over and above that which 
would otherwise be possible through other state and federal funding.

During the previous five years, the Department of Revenue has invested 
the funds w ith moderate to good investment results, with an average rate 
of return  of approximately 11.5 percent. In FY93, the Department of 
Revenue initiated an assessment against the earning of the fund for trustee 
services in connection w ith administration of the fund. During the current 
year, this assessment totals $50,000.

The Board of Regents and the president of the University believe that 
the University can manage these funds at a comparable or better return 
without incurring the annual assessment for trustee services. The

contact: Wendy Redman
University Relations 

463-3086/474-7582



University intends to coordinate management of the investments with that of its 
other endowm ents to lower the cost of administration of both funds and 
maximize the earnings potential.

A comparison of the investment results for the University Trust Fund held by the 
Department of Revenue and earnings of the University of Alaska Foundation 
endow m ent funds managed by Sirach Capital Management and the Common 
Fund is attached. Assuming continued growth of the fund, if earnings of the 
fund can be improved by an additional 2 percent, approximately $2.5 million of 
additional funds will be available to support critical University projects over the 
next five years.

In sum m ary, the University is requesting the transfer of the University Trust 
Funds to the University of Alaska. These funds are adequately protected by law 
from any expenditure of principal by the University. The University has 
dem onstrated a sound investment history in relation to the University of Alaska 
Foundation endow m ent funds, and this same enterprise will be extended to the 
N atural Resource Endowment.



FISCAL NOTE Bili V e rs io n : HB 2 34
(H) Publish Date: 3/9/9ASTATE OF ALASKA

1994 LEGISLATIVE SESSION

University of AlaskaRevision Date:
Title: "An Act relating to endowments and donations of the 

Umv rsity o f Alaska endowment trust fund...” 

Sponsor: Rep. Davies 
Requestor: Rep. Davies

Department Affected 
BRU

Component

COMPONENT SERIAL NO

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY95OPERATING FY99

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

CAPITAL

REVENUE FD SOURCE

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS

TOTAL FUNDING

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact:

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 of Revenue has managing 
the land grant trust fund. Investment results to the university are net of management fees, just as they are under the existing arrangement with the 
Department of Revenue. The costs are anticipated to remain the same. The inherent advantage of university management of 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 Elgec. Director Phone: 474-7593

Statewide Budget Office: Alison Elgce. D irecto jr~~h^4^rpy^ j
Approved by: Brian Rogers. Vice Presidentior Finance
Agency: University of Alaska_________________

Distribution (by preparer): Legislative Finance. Legislative Sponsor, Requestor. OMB. & Impacted Agency(ics).

C O M M IT T E E  COPY



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
1 907) 403-3,%7 or 405-2-150
i.-VC (9D7) 405-2029 / jo  Scwttrtl Street. Suite 409
Muil Stop 3101 JuneuiL Aluska 99S0J-2105

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

SUBJECT: Sectional Summary ot' 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 preliminary matter, note that a sectional summary of a bill should not be 
considered an authoritative interpretation of the bill and the bill itself is the best 
statement of 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. Requires the University of Alaska to establish an endowment trust fund 
in which certain income from land sales and in which endowments, donations or gifts 
are held.

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

Section 5. Repeals a provision requiring the commissioner of revenue to report to the 
legislature.

Section 6. A transition section providing that contracts, liabilities, or obligations are 
not affected by changes made in secs. 2 - 5 of the Act. Also requires the Department 
of Revenue to transfer assets and liabilities to the university.

Section 7. Effective date.

MFF:gc
93-250.glc

SECTIONAL SUMMARY



HB234- U niversity vs. Revenue investm ent perform ance

In a report prepared by Callan Associates, Inc. for the Departm ent of 
R evenue, the D epartm ent's investm ent perform ance for the 
U niversity land grant trust fund was ranked against ail other 
university endowment and trust funds in the nation. W ith 1 being 
the best and 100 being the worst, the perform ance for the 
D epartm ent of Revenue ranked 99 over the past 5 years 
(perform ance in the bottom 1%, nationwide).

The U niversity investm ent of the University Endowm ent Fund was 
ranked 3 for the same five year period. ( In the top 3%, nationwide).

The annual average return for the U niversity endowm ent fund for 
the five year period was 14.7%, while the annual average return for 
the D epartm ent o f Revenue over the same five year period for the 
land grant trust fund was 11.73%.



UNIVERSITY OF ALASKA EDUCATIONAL ENDOWMENT TRUST FUND 
PERFORMANCE TO DATE

Periods linded 
December 31.1993.

IA k OC

University Endowment Fund
Equity
Fixcd-Incomc 
Total Fund

Market Indicators
Standard & Poor’s 500 
Callan Broad Market Index 
Lehman Brothers Aggregate 
Lehman Brothers Govt/Corp 
Treasury Bills 
Consumer Price Index

Median Rates of Return 
Total Equity Database 
Total Fixcd-Income Database 
Endowment Foundation Funds Database

Ranking (l=BcsL,100=Worst) 
vs. TotaJ Equity Database 
University Endowment Fund
Equity
y s .  Total Fixcd-Incomc Database 
University Endowment Fund
Fixcd-Incomc
vs. Endowment Foundation Funds Database 
University Endowment Fund 
Total Fund
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Cast
Quarter

Last
Year

Cist
2

Years

C lsI
3

Years

Inst
5

Y cars

2.39% 10.06% 9.36% 15.17% 1 1.68%
(0.57) 11.95 9.83 11.66 11.51
(0.02) 11.51 9.72 12.34 11.73

cl-'J \y°\ I t  7

2.24% 9.91% 8.79% 15.61% 14.49%
2.03 10.44 9.52 17.00 14.60
0.06 9.75 8.57 10.99 1 1.28

(0.29) 11.03 9.30 11.53 11.40
0.78 3.11 3.36 4.17 5.82
0.49 2.50 2.68 2.72 3.75

2.63% 12.51% 10.54% 17.26% 14.56%
O.lo 10.58 9.16 11.54 11.43
1.50 12.14 10.37 15.28 12.85

t l 51 23 16
56 66 60 77 92

& ifb
92 26 32 46 48

98 78 70 100 99

9<? 31 n 11-

4 l a 0
2*1

For exp lanat ion o l market indicator s and comparab le  funds  see end o f  report. 
Kates o f  return for pe r iods o ve r  one yea r  arc annua l iz ed .



University of Alaska Trust Fund
Comparison of Earnings Rates
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A nnualized returns:

One year 7.2% 6.7%

Two years 12.0% 19.3%

T hree years 10.7% 14.3%

F our years 11.2% 17.0%

Five years 10.5% 15.5%
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Performance Comparison:
State of A laska UA Trust Fund and UA Foundation Pooled Endowment Fund

Last Quarter Last Year Last 2 Years Last 3 Years Last 5 Years
4/1-6/30/93 FY93 FY92-93 FY91-93 FY89-93

UA Intermed. Cash 2.10% 9.10% 10.40% - • -
Index: Merrill Lynch 1-3 Yr. Treasury 1.10% 6.60% 0.50% 9.10% 8.80%
Index: Treasury Bills 0 .75% 3.15% 3.91% 4.93% 6.28%

State Equity 0.50% 13.63% 13.52% 9.04% -

UA Equity 1.60% 24.90% 21.40% 17.10% 10 50%
Index: S&P 500 0.53% 13.58% 13.52% 11.44% 14.19%
Index: Stale's Total Equity Database 1.02% 15.39% 14.66% 12.03% 13.47%

State Fixed Income 3.06% 14.30% 14.23% 12.69% 11.84%
UA Fixed Income 3.00% 13.20% 13.30% 12.50% 10.90%
Index: Lehman Bros. Govt/Corp 3.00% 13.15% 13.66% 12.50% 11.37%
Index: Total Fixed Income Database 2.77% 12.39% 13.62% 12.55% 11.42%

UA Global Bond 3.40% 14.60% 14.40% - -

Index: Salomon Bros. World Bond Index 3.60% 15.20% 10.40% 15.70% 13.10%

UA Int'l Equity 6.70% 8.50% 8 0 0% - -

UA Emerging Markets 6.90% - - - -
Index: MCSI EAFE Index 10.20% 21.10% 10.10% 2.60% *,.30%

State Total Fund 2.52% 14.17% 14.01% 12.63% 11.98%
UA Total Fund 2.40% 16.10% 16.00% 13.50% 14.00%
Index: State's Endowment Foundation Database 1.31% 13.66% 14.25% 11.30% 12.11%
Index: UA's Policy Index 1.90% 12.30% 12.70% 11.60% 12.00%

Average Trust Fund Balance $20,444,007 $19,760 ,522 $18,375,055 $17,258,273 $15,452,005

Yield @ State Performance $515,191 $2,800 ,066 $2,574,345 $2,179,720 $1,851,150
Yield @ UA Performance $490,658 $3,181,444 $2,940,009 $2,329,867 $2,163,281

Benefit (Cost) of State Management $24,533 ($301,378) ($365,664) ($150,147) ($312,130)

Period Ending 6/30/93




