





HOUSE COMMITTEE REPORT

(11)
Date Referred to Committee: March 7, 1997 FURTHER REFERRALS: Finance

Date of Committee Action: 3} Hlﬁq/

== A

The FINANCE Committee considered: SB 84 am

SENATE BILL NO. 84 am ASSETS OF THE UNIVERSITY OF ALASKA

“An Act relating to fiscal management of endowment assets of the University of Alaska; amending the definition of
‘university receipts' to include distribution from university endowments and the total return from the University of
Alaska's endowment trust fund for land obtained under the Act of Congress of January 21, 1929, as amended, and
transferring responsibility for management and investment of those assets; making technical amendments to provisions
relating to federal grants and appropriations from federal land grant college fund sources that must be paid to the state;
and affirming that the Board of Regents and officers of the University of Alaska may not expend ‘university receipts'
without legislative appropriation.”
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FISCAL NOTE B
STATE OF ALASKA Bill Versica:___§ _
1997 LEGISLATIVE SESSION (S) Fublish Date: qQ/aZ

Revision Date: Department Affected: Univessity of Alsska
Tite: An act relating to fiscal management of endowment assets BRU: Systemwide
of the University of Alaska Component:
Sponsor: Senators Wilken, Sharp
Requestor: COMPCNENT SERIAL NO. 1294

EXPENDITURES/REVENUES: (Thoussnde of Dollars)

OPERATING FY98 FY9% FY00 ¥YO01 FYR FYO3
[PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEGUS 1,000.0 1,000.0 1,000.0 1,000.0 1,000.0 1,000.0
TOTAL OPERATING 1,000.0 1.000.0 1,0000 1,000.0 1,000.0 1,000.0

[cAPITAL | | | ] i | ]

[REVENUE FD SOURCE | [ [ 21 [ I ]

|FUNDING: (Thousands of Dollars)
1002 FEDERAL FUNDS

1003 GF MATCH

1004 GENERAL FUND
1006 GF/MHTIA

1048 University Receipts 1,000.0 1,000.0 1,000.0 1,000.0 1,000.0 1,000.0
TOTAL FUNDING 1,000.0 1,000.0 1,000.0 1,000.0 1,000.0 1.000.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact: Nooe

ANALYSIS: (Attach a separate page if necessary.)

This bill amends the definition of "university receipta® (o include receipts anributable to amounts distributed from university eadowments.

These distributions, which will be transferred ‘1w e endowments (o the university operating accounts to be used in support of educatiosal
rograms, are estimated to be approximately $1,000.0 annually. Any excess authority will lapse at the end of each fiscal year.

Prepared by: Marylou Burton Phooe: 463-3086
Division: Statewide Budget Office Date: 2/12/97
Approved by: _ 1& Maryiou Burton, Director

Agency: UA Sttewide Budget Office Date: 2/12/97

Distribution (by preparer): Legislative Finance, Legislative Spoasor, Requestor, OMB, & Impected Agency(ies)

Rev 10/90 Page 1 of |
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" . STATE OF ALASKA FISCAL NOTE il Versiom:
1997 LEGISLATIVE SESSION S E (S) Publish Date:

2/8,

Dept. Affacted: Revenue
BRU: Revenue Operations

Component:  Treasury

s Revision Date:
Te:

Assets of the University of Alaska
assets of the Univ of Alaska;

Sponsor;
Requestor:

SENATORS WILKEN, Sharp

(S) HES

COMPONENT SERIAL NO,

Expenditures/Revenues.

(Thousands of Dollors)

121

FY 98

FY 99

FY 00

FY 01

Fy 02

Fy 03

OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SLIOPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING

9.0 9.0 -9.0 2.0

| CAPITAL EXPENDITURES | | | | | | |

[cranemmevenuEs () | |

FUND SOURCE (Thousands of Dollars)

1002 Federal Recsipts i
1003 GF Match
1004 GF
1005 GF/Progrom Receipts
1001 CBRF
1048 University of AK receipts
TOTAL

260 26.0 260 260 260 26.0

-35.0
-9.0

-35,0
-9.0

-35.0
-9.0

-35.0
-9.0

-35.0
-9.0

-35.0
-9.0

Estimate of any curent year (FY97) cost § 2.0 per month from effective date

POSIMONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (AHoch o separate poge ¥ necessary)

The Treasury Divislon eurrentlv manages the University of Alaska Trust Fund. This bill would fransfer the $36.6 million
(as of 12/31/96) Trust to the University for management. The division's FY?8 budget reflects the Trust Fund as a
funding source for a share of the personal service costs and custodial costs of tha division. Treasury would still incur
these costs. This fiscal note includes the transsfer of these costs to general fund funding.

There is also $9.0 in direct investment management fees and performance measurement consulting fees which ae
specific to the Trust Fund and will not be incurred by Treasury if the Trust Fund is transferred,

Prepared by: Betty Martin. Comptrolier Fhone: 455-2350
Division: Treosury A 1. / Date: Februaryld, 1997
Approved by Commissioner:  Ross Kinney, Deputy Commisssioner /. Zs1 ~ /1 o var)  Date: Februory 14, 1997
Agency: Deparnment of Revenue ) 7

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distnbution information call the Governor's Legesiative Office




James F. Lynch
Assaciate Vice President lor Finance

(907) 474-7448
(907) 474-5140 (FAX)

207 Builrovich Building
910 Yuken Drive
PO Box 755120

" : snjll@orca.alaska.edu
Uniiversity of Alaska
Statewicle Sysiem ol Higher Education

Management of UA Endowment Trust Funds

The congressional acts in 1915 and 1929 grante: | the Territory of Alaska approximately
113,000 acres of land for the exclusive use and Lenefit of the University of Alaska es the
successor institution to the Agricultural College and School of Mines. All earnings
from the sale, lease, and use of these lands have been deposited into a frust fund
established under AS 14.40.400. From 1917 through June 30, 1996, the fund has grown
to approximately $32.6 million. Based primarily on more active management of its
lands by the University, the fund has tripled in size from $10.0 million in 1983 to the
current $32.6 million.

In accordance with the Board of Regents' policy, earnings from the trust fund are
utilized to inflation-proof the principal of the fund, pay the costs associated with
maintenance of the University's lands, and fund projects and programs primarily in
support of Alaska's natural resources and other economic development. The intention
of the land-grant trust fund is to provide a margin of support over and above that
available through other funding sources.

The Department of Revenue has invested the funds with good investment results. The
average rate of return for the past five years was approximately 10.1 percent.
However, the Board of Regents and the president of the University believe that, with a
change in investment constraints, a comparable or better return can be obtained, as
they have demonstrated with their investment of the University of Alaska Foundation
endowment funds. The University intends to coordinate management of the
investments with that of its other endowments to lower the cost of administration of
both funds, maximize the earnings potential, and lower investment risk through
greater diversification.

In summary, the University is requesting the transfer of the University Endowment
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 demonstrated
a sound investment history in relation to the University of Alaska Foundation
endowment funds, and this same enterprise will be extended to this Natural Resource
Endowment.

Fairbanks, Alaska 99775-5120




GARrRY WILKEN
SENATOR
Districts 29 & 30
West Fairbanks

Senate Standing Committees
Chairman: Health. Education,
and Social Services (HESS)
Vice Chairman: Transporiation
Vice Chairman: Community and

State Capitol. Room 510
Juneau. Alaska 99801-1152
(9071 465-3709 (v)

(907) 4654714 D
wwv akrepublicans.or : wiiken.mim

E-mail: Senator_Garv_Wilken&lems.stateay os

Interior:
119 N. Cushman S1.. Room 213
Fairbanks. Alaska 99701

Regional Affairs
(907) 452-3421
Fax (907) 452-3426

Special Commiltlee

Member: Administrative Regulation Review

SPONSOR STATEMENT

SB 84 — Assets of the University of Alaska

Congressional acts of 1915 and 1929 granted the Territory of Alaska
approximately 113,000 acres of land. The grants were for the
exclusive use and benefit of the Alaska Agricultural College and
School of Mines, and its successor, the University of Alaska. All
earnings from the sale, lease, or use of these lands has been
deposited into a trust fund established under AS 14.40.400. As of
June 30, 1996, the fund has grown to approximately $32.6 million.

Senate Bill 84 transfers management of these funds from the
Department of Revenue to the Board of Regents. The University will
be able to coordinate management of the investments of these funds
with management of its other endowments. This will substantially
lower the cost of administration. The transfer will also maximize the
fund's earnings potential and permit greater investment

diversification.

SB 84 provides a technically sound transfer of control of an
endowment fund from the Department of Revenue to the University
of Alaska. The University has demonstrated a sound investment
history in relation to the University of Alaska Foundation
endowment funds. This same expertise will be extended to the
Natural Resource Endowment.

Home of the

University of Alaska




LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES

LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Saward Sireet, Suite 409
Mail Stop 3101 Junesu, Alaska 99801-2105
MEMORANDUM February 11, 1997
SUBJECT: Senate Bill 84, substituted version of bill relating to fiscal
n.anagement of the assets of the University of Alaska and for n:lated
purposes (Work Order No. 0-LS0561\E)
TO: Senator Gary Wilken
ATTN: Robert Knight
FROM: Jack Chenoweth

Legislatiy

To accommodate yesterday's @st by the University, [ have made a change in bill section
11, adding the material appearing in subparagraph (B). This insertion adds an exception
from the Procurement Code for exercise of investment authority by the Board of Regents
comparable to that already provided for exercise of investment powers by the commissioner

of revenue.

That is the bill's only change from the earlier "A" version.

JBC:Imb
97-025.Imb

Enclosure




Feb-10-97 08:39A Sen. Wilken 907 465 4714

(907) 465-3867 oI 465-2450
FAX (907) 465-2029
Mail Stop 3101

LEGAL SERVICES

DIVISION OF \.EGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
130 Seward Streel, Suite 409
Juneau, Alaska 99801-2105
MIMORANDUM February 8. 1997
SUBJECT: Drafi bill relating to fiscal management of the assets of the University
of Alaska and for reluted purposes -- sectional unalysis, (Work Order
No. 20-L80561\A)
TO: Scnator Gary Wilken
ATTN: Robert Knight
FROM: Jack Chenoweth

hl

Legislative Co

The bill draft is generally based on information developed by the University of Aluska. In
addition to the subject of liscal munagement ol Universily assets, the bill includes provisions
relating to money and land due the University under applicable federal law,

To emphasize the relationship among provisions that relate to the same topic. | am reviewing
these provisions out of numerical order.,

From the University's perspective. I understand that the revisions relating o AS 14.40.400,
the management of (he endowment trust fund involving the management of the land that
came to the University under the Act of Congress of January 21, 1929 (conveying land for
the tinancial support of the land grant college) are most important, so let me discuss those
first.

Bill section S: “I'he amendment of AS 14.40.400(a) removes the Department of Revenue as
the party having responsibility for the management of the assets ol the endowment trust lund
established [rom the land transferved under the Act of Congress of January 21. 1929, and
substituies the Board ol Regents in that capacity, und directs that the wust fund shall held as

a trust in perpeltuity.

Bill scetion 6: This amendment to AS 14.40.400(b) affirms that the Board of Regents, not
the commissioner ol revenuc, is the [iduciary responsible for munagement of the trust fund,
and specifics that the board "has the same powers and duties with respect Lo the [trust] fund"
as have been assigned by law to the Alaska Stale Pension Investment Board.
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Senator Gary Wilken
Februery 8, 1997
Page 2

Bill section 7: The amendment o AS 14.40.400(c) substitules "total retum™ for "net
income” as the measure of the (rust fund money carnings thal are available [or the support

ol the University.

Bill section 8; The amendment mal s drafting changes to AS 14.40.400(d) to conform the
provision to current drafting practicc  No substantive change is intended.

Bill section 9 supplics delinitions for the terms "[und" and "total return" used in
AS 14.40.400.

Bill sectinn 13 repeals AS 14.40.400(e;, « ~rovision made obsolete by the transfer of
responsibility [or the management of the assets of the endowment trust fund from the

Department of Revenuc to the Board of Regents.

Finally, as it relates to the principal asset of the University under the Act of January 21,
1929, bill sectiop 4, amending AS 14.40.360, revises the land selection authority of the
Board ol’ Regents by dele'ing the reference 1o required deposit ol receipts into the state
treasury and dirceting that tive net income be added to the principal of the cndowment trust

fund,

her provisions generally addressing the custody aud management of the University's
assels;

Bill sectjon 1. Under er'===nt law, responsibility for management of assets of the University
of Alaska is divided between the Department - . Kevenue and the Uni versity. T this section,
the amendment of AS 14.40.280 rakes away the avthority of the Department ol Revenue to
luke any part of the assets and sets the gener rule that the Board of Regents shall take title
to Jund and other property devised, bequerthed, or given to the University.

Bill section 2: Within AS 14,340,280, two new subsections are adde? --

Subsection (b) directs that gitls to the University lor the purpose of the endowment
trust fund established in AS 14.40,400 are to be deposited into the endowment trust (und.

Subsection (c) covers the disposition of all other endowment gifts (o the University.,
Under the amendment made in bill section 1, the Board of Regents is iade responsible for
the receipt and management of thesc gifts. This provision directs the manner of management
and investment of thosc gifis. directing that board "has the same powers and dutics with
respect to the [trust] fund" as have heen assigned by law to the Alaska State Peusion

Investment Bourd,

Billscetion 3: This amendment to AS 14.40,290(a) deletes the current first sentence ("he
University shall hold all property acquired by it") as redundant--the same point is made in
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Scnator Gary Wilken
Febiuary 8, 1997

Page 3

cited under which money may be paid to the stale [or the bencfit of its land grant college,
when money is paid to the state in behallof the University, (he state is to deposit the money
i the treasury for subsequent disbursement to the University consislent with the appropriate

provisions of law.

Bill sectiop 10: ‘I'his bill section amends the definition ol "university reccipts" in
AS 14.40.491 to add to that definition receipts ullributable to Universily endowments
managed under AS 14 <0.280 and distributions from the endowment trust fund established
under AS 14.40,400 [rom activitics involving land selected under the Act of Congress of

January 21, 1929, ¥

Because of the various changes outlined in this bill, as a sufeguard. bill scetion 14 adds a
transitional provision intended (v avoid any impairment ol outstanding rights, liabilities, or
obligations allected hy the changes and directs that the assets and liabilities held by the
commissioner of revenue in the endowment trust fund established under AS 14.40.400 Irom
activities involving land sclected under the Act of Congress of January 21. 1929, transfer o

the University of Alaska.

AS 36.30 is the state Procurement Code. AS 36.30.¢ 50(b) enumerates instances in which
the provisions of the Procurement Code do not apply. One of the exceplions concerns the
exercisc of investment powers by the commissioner ol revenue. T bill seetion 11, since the
commissioncr of revenue will no longer be responsible lor investment ol the endowmenti
trust [und derived from land sclected under the Act o' Congress ol January 21, 1929, a cross-
reference o AS 14.40.400 set oul in the hist of statutes under which the commissioner

cxercises investment powers is deleted.

AS 37.10.070 and the sections that lollow set out general law coverl.2 invastment of surplus
money and prescribe the respansibilities of'a fiduciary ol a state fund. The change prop: »d
by bill section 12 modilics the list ol the sections ol'state Jaw Lo bring within the provision.:
of the Investment article additional provisions irwolving the exercise of fiduciary
responsibilities by the Board of Regents, ‘I'he changes including adding a refercnce to
"AS 14.40.255," cavering the University's investment ol its surplus money (this section

¥ To appreciate the dimensions of the chunge in the delinition of the term
"university receipls.” the term is used in AS 14.40.040(3)(A), in conjunction with the
ability of the University to leascs; in AS 14.40.170(b), cnumerating powers of the
Board of Regents; and in AS 14.40.210(x) and (b), conceming the authority of the
president of the university. ‘Through usc of cross-references, the term also is used in
AS 36.30.085(f)(2) (leasc-purchasing agreements involving the University) and in
AS 37.25.010(c) - (e), allowing expenditure of the unexpended balances ol one-year
appropriations ol university receipts.

Ry
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- Senator Gary Wilken
February 8, 1997
Page 4

already declares within itself that the surplus must be invested as sel out in AS 37.10.071,
so this addition is in the naturc of a cross-reference) and adding a reference to
"AS 14.40.280(c)." the provision that uddresses the disposition ol all other cndowment gifls
to the University. AS 14.40.400(b) is already covercd under this provision. Bud, as earlier
noted in the summary of bill section 6, fiduciary responsibility for management of the land
grant trust fund switches from the commissioner of revenue Lo the Board of Regents.

IBC:gle
97-078.plc

Cnclosure




University of Alaska
Land Grant Trust Fund Investment Performance

’q_—

FY92 FY93 FKXY9%4 FY95 FY9 Avera ge

Land Grant Trust Fund:

Average Value (millions) $ 175 $ 208 $ 266 $ 293 $ 326 $ 254

Investment Return 12.9% 13.4% 0.9% 14.5% 8.6% 10.1%

Custom Index (1) 14.1% 13.2% -0.9% 15.5% 9.0% 10.2%

Median Portfolio (2) 13.2% 13.3% 1.6% 16.4% 16.1% 12.1%
UA Foundation 15.9% 16.1% -2.3% 16.4% 18.1% 12.8%
Over/under UA Foundation -3.0% -2.7% 3.2% -1.9% -9.5%
Excess/Shortfall (millions) $ 05 $ 06 $ 09 $ 0.6 $ 5.1

(1) Custom Index @ 20% S&P / 80% Leh. G/C
(2) ICC Universe (5000 portfolios)
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January 6, 1997

President of the Senate
and Speaker of the House of Representatives:

On behalf of the University of Alaska Board of Regents, [ am submitting the
University’s Report to the Legislature for the fiscal period beginning July 1,

1995, and ending June 30, 1996.

The Board of Regents expresses appreciation to the members of the Alaska
Legislature, the Governor, and the people of Alaska for their interest in and

continuing support of the University of Alaska.

Sincerely,

}f.;uadh.(
Jerome Komisar

President




Land Grant Trust Funds

The university is required to report annually to the legislature on funds derived from lands
conveyed to the University of Alaska in settlement of the claim by the university to federal lands
granted to the state by the acts of March 4, 1915, and January 21, 1929, as amended. The
following statements and schedules represent this report to the legislature for the fiscal year

ended June 30, 1996,

Net proceeds derived from sales, leases, exchanges, and transfer of the university's trust lands,
as required by law, are deposited with the state Department of Revenue for investmn :nt in a trust
fund. Investment income from the trust fund is made available quarterly to the university. The
expenditure of these funds by the university is governed by regents' policy and university regu-
lation, which provide: (1) that a portion of the annual earnings will be utilized for expenditures to
manage the university’s lands, (2) that a portion of tiie annual earnings will be set aside for
separate investment in order to “inflation proof’ the trust funds, and (3) that the remaining
annual earnings be transferred to a Natural Resources Fund primarily for the purpose of fund-
ing programs in support of agriculture, fisheries, natural resource management and marketing,
and natural resource management education,

For the fiscal year ending June 30, 1996, $19,268 and $645,800 net additions to endowment
principal were deposited to the Land-Grant Trust Fund and the Inflation Proofing Fund respec-
tively. Expendable earnings on the funds were $2,657,737. Expenditures for management of

university lands and for Natural Resources Fund projects were $640,619 and $947,512 respec-
tively. Transfer to the inflation proofing fund was $601,048 and transfer to the Natural Re-

sources Fund for allocations to specific projects was $1.402,097.

The schedule of allocated Natural Resources Fund balances represents a summary of expendi-
tures and the allocation of transfers to this fund. This schedule is followed by brief descriptions
of funded projects, organized by area of interest. A summary of the new awards made is provided

in table below,

Natural Resources Frojects Other Projects Total
Amount Awards Amount Awards Amount Awards
UAA 158,500 9 246,900 10 405,400 19
UAF 369,868 18 334,750 9 704,618 27
UAS 49,000 3 196,500 -+ 245,500
Sw 238,770 8 238,770
Totals $ 577,368 30  $1,016920 31  $1,594,288 61
42




Land-Grant Trust Funds

Balance Sheet
June 30, 1996

Assets:
Cash and investments
Receivables (net)
Real estate

Total assets

Deposit payable
Fund balance

Total liabilities and
fund balance

Designated
Endowment Funds Unrestricted Funds
Land-Grant Inflation- Natural
Trust Proofing Revenue Resources
Fund Fund Fund Fund
$ 31,393,371 $4,093,236 — $ 3,250,029
3,755,850 1,815,873 —_ —_—
38.494,848 3,591,244 — —
$ 73,644,069 $ 9,500,353 $ 3.250.,029
24,150 - — —
73.619.919 _ 9 J0.353 — 3.250.029
$ 73,644,069 $ 9,500,353 —. $ 3,250.029

Schedule of Changes in Fund Balances
For the Year Ended June 30, 1996

Fund balance July 1, 1995
Additions to principal
Investment earnir.gs
Expenditures:
Land management costs
Loan reservation

Naturzl Resources Program

Transfers:
Inflation-Proofing
Natural Resources Fund

Designated
Endowment Funds Unrestricted Funds
Land-Grant Inflation- Natural
Trust Proofing Revenue Resources
Fund Fund Fund Fund
$ 73,600,651 $ 8,488,505 — $ 2,795,444
19,268 615,800 — —
— — 2,657,737 —
— — (640,619) —
— (230,000) (13,973) —_
s — —_— (947,512)
— (1,402.097) 1,402,097
$ 9,500,353 — $ 3,250,029

Fund balance June 30, 1996 $ 73,619, 919

See accompanying notes to these schedules.




Land Grant Trust Funds
Notes to the Financial Schedules:

1.

By Acts of Congress in 1915 and 1929, the university was granted approximately 110,000
acres of land which the territory, and later the state, of Alaska managed on behalf of the
university. The university currently holds approximately 81,000 acres of these lands at no
basis because fair value at the date of transfer was not determinable. In 1982 and 1988 the
university was allowed to select certain state lands, including timber and other rights, as
replacement for lands disposed of by the territory and the state. These replacements lands
and property interests were recorded at their fair value at the date of transfer.

The Land-Grant Trust Fund cash and investments, totaling approximately $31.4 million at
June 30, 1996, are held in trust by the Alaska Department of Revenue and invested in
pooled fixed income and domestic equity funds. The associated market value of these funds

at June 30, 1996 was approximately $34.2 million.

The Inflation-Proofing Fund represents reinvested earnings of the Land-Grant Trust Fund
and net proceeds of nontrust land transactions designated for preservation of the long-term
purchasing strength of the endowment. Its assets included investments of approximately
$8.6 million in improved and unimproved real property held for the long-term benefit of the
institution's educational activities and advances to the University of Alaska Southeast for
construction of housing facilities. The remainder of the principal of the Inflation-Proofing
Fund and the revenue funds are invested in pooled investment fuinds of the Common Fund.

The Revenue Fund represents a depository fund for all distributable income of the Land-
Grant Trust Fund, the Inflation-Proofing Fund, and the Natural Resources Fund.

The Natural Resources Fund represents funds designated by Board of Regents' policy to
provide support for agriculture, forestry, fisheries, mineral, and other university programs.

Additions to the principal represent the net gains from the sale, lease, or transfer of land,
materials, mineral interests, and realized gains on investments. Additions to principal are
reported net of recorded basis and development costs in the subject properties, In fiscal year
1996, additicns to principal for the Land-Grant Trust Fund were reduced for a change in

accounting for timber sales.

In accordance with regents' policy, one-third of the investment earnings available for distri-
bution after payment of land managdement costs and other expenses were transferred to the
Inflation-Proofing Fund. The remaining earnings were transferred to the Natural Resources

Fund.

In fiscal year 1996, $230,000 was advanced to the University of Alaska Technology Develop-
ment Corporation, Inc. (UATDC) under loan agreements approved by the Board of Regents.
UATDC is a corporation formed in 1994 to license and market the university's inventions. In
addition, approximately $1.8 million was advanced to the University of Alaska Southeast
(UAS) as interim financing for a student housing facility, The advance to UAS will be repaid

though the issuance of revenue bonds.
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TONY KNOWLES, GOVERNOR

. y A yrg RO. BOX 170400
DEFPARTMENT OF REVENUE JUNEAU, ALASKA 998110400
TRI EDLIFANIL, (eo1) ¢c2 2300
OFFICE OF THE COMMISSIONER FACSIMILE:  (907) $65-2389

January 23, 1997

The Honorable Gene Therriault
alaska Sratn | agiclnmrn
State {‘apito], Room 517

oAb LAy -ul.nLu J 20V
Dear Representative Therriault:

Thank you for your inquiry regarding the management of the University ol Alaska Trust
Fund (Trust). Transferring the asset management duties of the Trust Fund to the
University of Alaska has been an issuc for several years. The Department of Revenue has
continually stated that we do not object to the transfer.

The Department of Revenue does have one concern.  Our concem is a prolonged
resolution of this issue will dirinish the carning power of the Trust. Prudence dictates
that the Trust must be managed conservatively to avoid incurring undo market risk
pending passage of legislation that authorizes the transfer. This is necessary because
increasing the allocation in the more volatile equity market would expose the Trust to
potential volatility and risk of foss in the near term,

Absent quick resolution, we must conclude that this Tr st will best be served by Treasury
managing the assels in a way that meets the requiremer.ts of a long tenm trust fund.

I'would be happy to discuss this malter at your convenience. You can reach me at 465-
3669,

Sincerely,

Ross A. Kinncy
Deputy Commissioner

N I |

cc:  Wendy Redman, University af Alaska, Fairbanks

97-006




UAF

201 Constitution Hall

P.O.Box 750126

; U-’? Fairbanks, Alaska

997750126

Alumnl - fyalum@aurora.alaska.edu

Association hup://zorba ualadm alaska.edu/alumni/

c (- €n

1-800-770-ALUM

2 u‘“"‘m CsS;:ia::l Senatc 907-474-7081

Juncau, AK 99801 0024746113
February 28, 1997 _

Re: SB 84 - Board of Direciors:

Dear Senator Wilken: Dmc;:'u:ﬂ

Thank you for inutiduciﬂg Senate Bill 84 proposing to transfer the Cynthia Klepaski ‘80

management of the University of Alaska’s trust lands from the Dept. of Viet-President

Revenue to the University of Alaska. Jim Doogan'x37

Dhle Fox 'T7

The University of Alaska Fairbanks Alumni Association would like to go on OscarKawagaley S8, 64

record in Suﬂ)on of this mransfer, It will save the state money by lightening . BillMendenhall 76

the work load of an individual in the Dept. of Revenue and it won’t generate  LawineMyenMichell ')

extra cost for the university because we already have managers in place 10 Put Ostome 76

perform these duties, The University of Alaska also has a much better track Jane] Thompion 69, 85

ChipWagoner'74

record for return on investments than the state does, because we have more
interest in actively managing the land and the monies associated with them.
The additional money will help us receive a greater return on our pooled
funds currently invested in the Foundation,

The University of Alaska has a proven track record of wise fiscal
management of our endowed funds and we believe the same wisdom and
expertisc will be used to invest this approximately $32.6 million fund.

The money derived from the wise and active use of these lands is to the
benefit of all Alaskans, and helps to support a strong University system
which in turn provides an educated and skilled populace.

The University of Alaska Fairbanks Alumni Association is a nonpro[it
organization representing over 20,000 UAF alumni throughout the world.
Nearly two-thirds of them still live, work and vote in Alaska. We possess a
unique and personal interest in the continued health of the university. If we
can ever be of any furth- * service to you on behalf of the University of
Alaska, please do not hesitate to ask. Thank you.

Sincerely,

Meritt Mitchell Dave Geesin
Legislative Chair UAFAA President
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m PRESIDENT (EMERITUS), UNIVERSITY OF ALASKA “z M-

Senator Gary Wilken
State Capitol
Juneau, AK 99801-1182

Dear Gary,

Congratulations to you and to Senator Sharp for introducing Senate Bill 84. This

is long overdue. The University has demonstrated that it can manage it's endowment

funds quite well,

Through the University Foundation Board it can command a level of expertise
unmatched elsewhere in state governance except by the management expertise of the huge
Permanent Fund. S.B. 84 and it's companion H.B. 129 will provide better opportunity for
high quality management of the University's special-land grant endowment assets and
enhance earnings for University needs. Everybody wins on this one.

Respectﬁ:élly, J'cg
A Doz
Wm. R. Wood
ce: Senator Sharp
Wendy Redman

President Komisar
Scott Taylor
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