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Dall' Referred to Committee: l\farch 7, 1997 FURTHER REFERRALS: Finance 

Date of Committee Action: 3 / I 1 (CJ'}' 

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, 192~, 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 Regcnl~ and officers of the University of Aluska may not expend 'university receipts' 
without legislative appropriation." 
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r10. _..l..__ 
STA TE OF ALASKA 
199'1 LEGISLATIVE SF.SSION 

FISCAL NOTE 
BiU Versice: _ _ S~­
(S) fubl~h Datt;~Cfl:_ 

Revitioo Date: 
Title: An act rei•tln1 to ftlcaJ mmnaseme11t or endowment UMt1 

ol the Urunnlty ot Alub 

Department Affected: Ull.l•t."'l.lty ol At.b 
BRU: S11t.1mwWe 

Compooalt: 
SponllOr. Senators Wilken, Sbup 
Reque:stor. COMPONENT SERIAL NO. llM 

EXP£NDITURF.sl'REVENUES: fThcu. .. ~ or OoUar1l -OPERATING FY91 FY99 FYOO 1"'\'01 fVOl 
PERSONAL SERVICES 

TRAVEL 
COt(l'RACnJ AL 

SUPPLIES 
F.l)(JiFMl:N'i 

LAND A STRUC111RF.S 
GRANTS Cl.AlMS 
MISCELLANEOUS 1.000.0 I 000.0 I 000.0 1.000.0 1.000.0 
TOTAL OPERATING I 000.0 1.000.0 I 000.0 1,000.0 l 000.0 

FYOJ 

1.000.0 
1.000.0 

~,_A_L __________ ....._ ______ __. ________ _._ _________________ ...__~---------------' 

(!!!ri'.NUE FD SOURCE 1 
FUNDING: CTboU111ndl or Oollan) 
1002 FEDERAL RJNDS 
1003 GF MATCH 
1004 GENERAL flJND 
1006 GF/MHTIA 
1°'8 UnivenitY Receii;>tl 1,000.0 1,000.0 1.000.0 I 000.0 l 000.0 
TOTAL FUNDING 1.000.0 1,000.0 1.IXX>.O 1.000.0 1000.0 

PART·TIME 
TEMPORARY 

Estinut.e of current yev i.mp1Ct: Nooe 

Thia bill 1.meoda the defi.nilioa ol •univa'liry reaipca• ro iJ>chkiit reccipa aibutabk IO 11DOW1ta di11ribuled from WliYCniry eadowmeots. 

ne.e distribution.. , whicb will be tnm!ened •.s-..W ~ eodoW1D12111IOdie11.aiveniry opcnriDa ICCIOUDIJ to be !lied iJl suppon ol cduc:a.tiooal 

ro ms. ue estimaU!d IO be IJ) rollim&tcl S 1,000.0 annu&ll . An excess wtbori ear. 

Prep&JT.d by: 

Division: 

Approved by: 

Aaency: 

Rev i<Y90 

Marylou Burton 
S~t.ewide Budget Office 

• 
1~ .._M_uy.-lo_u_8_W100_ ...... _Director_· --------­

UA St.Uewidc Budget Office 

Pbooe: 463-3086 
Due: u I '2191 

Date: 2112197 
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• STATE OF ALASKA FISCAL NOTE ~.m ~~: ~~ 
(S) Pubtlsb Oate: ___ i!:ff1/12 OJ.-. -19'7 LEGISLATIVE SESSION 

Revision Dote: Dep t. Affected: Revenue --------------------------------- ------------------------------ntte: Assets of ltle University of Alaska BRtJ: Reveooe Operations 

assets of the Univ of Alasl<a: C~I: Treasury -------------------------------- ------------------------------Sponsor, 

Requestor: 

5 EN ATOR S WILKEN, Sharp 

Expendlture1/ Revenue1: 
- ---

O!'ERATING EXPENDITURES 

PERSONAL SERVICES 
TRAVEL 

CONTRACTUAL 
Sl'~JES 

EQUIPMENT 

LANO & STRtJCTURES 
GRANTS. CLAJMS 
MISCELLANEOUS 
TOT.Al OPERATING 

[CAPITAL EXPENDITURES 

I CHANGE IN R£VENUES ( 

FUND SOURCE 

1002 Federal Receipts 

1003 GF Match 

1004GF 

1005 GF/Progrom Receipts 

1001 CBRF 

1048 University of AK 1eceipts 

TOTAL 

Estimate of any c:urrenl year CFY97) cost $ 

POSITIONS: 

1FUU·TIME 
PART-TIME 
TEMPORARY 

FY98 

-9.0 

·9.0 

26.0 

·35.0 

-9.0 

ANAl.YSIS: (Attoch a separate page I nec:ellCll"() 

121 

(Thou$0nds of Dolors) 

FY99 FYOO FYOl FY02 FYo.3 

-9.0 ·9.0 ·9.0 ·9.0 

·9.0 ·9.0 -9.0 ·9.0 

(TnooSt.Jnds of Dollars) 

-

26.0 26.0 26.0 26.0 

·35.0 ·35.0 ·35.0 -35.0 

-9.0 -9.0 -9.0 -9.0 

2.0 per month from effective dote 

The Treasury Division current/•1 manages the UnlVerslty or Alaska Trust Fund. This blll would transfer the $36.6 milllon 
(as of 12/31 /96) Trust to the Unlve~ for management. The diWloo's FY98 budget reflects the Trust Fund as a 
funding source for a shore of the personal service costs and custodial costs of !tie 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 perfonnance measurement consulting fees which o:e 
specific to the Trust Fund and will not be incurred by Treasury if !tie Trust Fund is transferred. 

Prepaed by: Betty Mortin. C~troller 

OM$ion: Treasury 

Appfoved by Commissioner: Ross l<lnney. Deputy Commiss.sioner 

Agency: Deportment of Revenue -----------------------------------PREPARER TO PROVIDE All DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATM OFFICE 

For further distnbulion information coil the Governors LeQislotive Office 

Pnone: 465-2350 

Dote: Februory1 4. 1997 

Date: February Id, 1997 
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James F. Lynch 
Associate Vice President for Finance 

(907) 474-7448 
(907) 474·5140 (FAX) Ul'liversity of Alaska 

Slatewide Syslem or Higher Education 

Management of UA Endowment Trust Funds 

207 B111rovich Building 
910 Yukon Drive 
PO Box 755120 
f=airbanks. Alaska 99775-5120 

snjll@orca.alaska.edu 

The congressional acts in 1915 and 1929 grante1 l the Territory of Alaska approximately 
113,000 acres of land for the exclusive use and Jenefit of the University of Alaska zs 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 trust 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 adiye 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 fw1ds 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 
d1ange in inveshnent constraints, a comparable or better return can be obtained, as 
they have demonstrated with their invesbnent of the University of Alaska Foundation 
endowment funds. The University intends to coordinate management of t~.e 

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. 
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G ARY WILKEN 
SENATOR 

Dlstrlcls 29 c!c 30 
West Fairbanks 

Senale StandlnJ! Commillr.es 
Chairman: Health. Educalion. 

and Social Services (HESS) 
Vice Chairman: Transporlslion 
Vice Chairman: Community and 

Rcglonol Affairs 

Special Commillce 

I . 
\ 

Member: Administrative Regulation Review 

SPONSOR STATEMENT 

SB 84 - Assets of the University of Alaska 

Durln2 Session: 
State CJpltol. Room 51 o 

Juneau. Alaska 99801·1 ;s: 
(90i)-165-J709 ( \ 'I 

(9Dil 4ss-1;1-1 ~n 
ww\•-. akrcpublicans.or: \\1iJ..~:: . !-:1r.: 

E-mail: Senalor_C:ary_\\'ilken elec:: ;:a:e .;.;. :.: 

~ 
119 N. Cushman SI .. Roo~ : :J 

Fai rbanks. Alaska !l9~01 
(907) 452·3421 

Fax (907) 452-3426 

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. Thi~ will substantially 
lower the cost of administration. The transfer will also maximize the 
fund's earning~ potential and permit greater investment 
di versification. 

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 



(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Matl Stop 3101 
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LEGAL SER\'~CES 
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY 
STA TE Of ALASKA 

130 Seward Street. Suite 409 
June11u, Alaska 99801-21 OS 

MEMORANDUM February 11, 1997 

SUBJECT: 

TO: 

FROM: 

Senate Bill 84, substituted version of bill rclatmg to fiscal 
n~anagement of the assets of the University of Alaska and for n~lated 
purposes (Work Order No. O-LS0561\E) 

Senator Gary Wilken 
A TIN: Robert Knight 

To accommodate yesterday's '!St by the University, I 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 co 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:lmb 
97-025.lmb 

Enclosure 
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(90i} 465-3867 01 465-2450 
FAX (907) 465-2029 
Mail Stop 3101 

LEGAL SERVICES 
DIVISION OF 1.EGAL ANO RESEARCH S:RVICES 

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA 

130 Seward Street. 3dte 409 
Juneau, Alaska 99801-2105 

MgMORA N D U M February 8. I 997 

SUBJECT: 

TO: 

FROM: 

Draft hill reluting to fiscal management of the ai;sl!LS of the Universily 
of Alaska am.l for rduted purposes -- sectional analysis. (Work Ortll!r 
No. 20-LS0561\J\) 

Senator Gary Wilken 
A lT.\: Rohen Knighr 

L~gisl:nive Co 

The bill dmft is gcnernlly based on informn~ion developed by the Univl!rsicy of Alusb. !n 
addition lt) t11e $u~jcct of fisca l 11mn:1gcment of University assets. the bill im:ludcs provisiuus 
relating to money and land due the University under applicable federal law. 

To emphasize the.! relationship among p.:ovisicin~ !hat relate co the srunc topic. I am reviewing 
these provi.;ions out of numerical order. 

Provisions rclnrinl,! to the cndowru\'nf rrnst fund inY11lving fapd gronted for the support 
o f the Universitv of t\)nska uutl t>r lhc Act of Januury 21. 1929: 

From tht:! Uuivt:!rsity's pt!rspcetive. I understand that the revisions relating lo AS 14.40.400. 
the management of the endowment trust fu11d involving ~he management of' the land thac 
camt:! to tht:! lJni\'ersily un<ler the Act of Congres:; of January 21, 1929 (conveying land for 
the iimmcial support of tht:: land grant college) ore mosr importanr, so let me discLL% those: 
first. 

Hill section 5: The ~uncndmcnt of AS l 4..40.400(a) rt!muvcs th~ Dcp:u"tmtml of Revenue ac; 
the p~rty having responsibility for the m:Ulagement of the usscts of the endmvmcut tnist fund 
estuhlisheu from the land trnnsft:m~d under the A<.:L of Congress of January 21 , 1929. anti 
suhstitu(es thc Doarcf ur Rcgenls in that capacity, and di reels that tlt t:: trust fund shall hdd as 
a trusl in perpetuity. 

Bill section 6: This amendment lo AS 14.40.400(0) nHirms that the Bonrd of Rt::gcnts. not 
lh1.: commissioner uf revenue. is the liduciary responsible for m•mil2,Cinenl of the tru~t fond, 
and specifies thnt lhe bonrd "hns the:: ::;;,me powers and duties with respect to 1hc l tm'itl fund'1 

a::; hnve been nssignctl by law to the Alaska Stutc Pension Investment Uouru. 
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ilill section Z; The amendment to AS 14.40.400(c) substitutes "total return" for "ncl 
income" a.'i the measure of the tnlSt fund money cnmings thal are avuil:lble for the support 
of the Universi ty. 

Rill section 8: The amt::ndmenl ma'"..:s drafting changes to AS 14.40.400(d) to confom1 Lhc 
provision to t:urrcnt drafting pra-:.:ticL No substantive cbonge is intended. 

Bill st:ctiof! 9 supplies ddinition!\ for the terms "fund" and ''total return" tL'icc.J in 
AS 14.40.400. 

Rill section 13 repeals AS l 4.40.400(e;, a .,~ovisiun made obsolete hy the tnmsfor of 
rcsponsihiJity li>r the management of the assets of' the endowment tru~l fund from the 
Department of Revenue to the Board ol' Regent~. 

Finally, as it rtltllcs to the principal asset of the Universitr under the Act of January 2l, 
1929, bill sccliou 4, amending AS 14.40.360, rt!vises the land selt:clion authority of the 
Board of' Regent!) by dt!le 1ing the reference to required deposit of receipts into the state 
tre~ury :lnd c..lircctiny Lhat ti'e net iucom~ be addt:u ro the principal of the endowment trust 
fund. 

Other provisions &:cner-.l!ly aJdre.7sjng t-"e cui;tod\' and managemrnt of the University'" 
.itsset.s; 

Dill section 1. Undt:r c• • ~··=-nt law. responsibility for management of a-;st:ts of rhe University 
uf Ala-;ka is divided betwt:en ihe Dc:pa,rrrntnt , · . ..t<.cvenui: and the Uni vcrsity. Tn this section, 
the:: amendment of AS 14.40.280 rakes av..··>' the aLlthority of the Department orRcvcnue lo 
lake ~ny part of tht: ~sscrs and sets the gene1~11 rule that the .13oar<l of Rcgt:nls sh:i!l tu kt: tirlc 
to lunu Ahd other prop1my dt!viscd. bequer.thed, or givc:11 to the University. 

Rill section 2: Within AS 14..l0.280. two nt:w subsections are adtll''.:! --

Suhscction (h) directs that gifl-; to the: University for the purpose of the endowment 
trust fund estahlished in /\S H.40.400 art: to be deposit~d into the em.lowment trust fond. 

Subsection (c) covers the disposition of ~II other endowment gi fts to the University. 
Under the amendment ma<l~ in bill st:erion 1, the ilonr<l or Regents is rnnde rcsponsiblt! for 
the receipr and manngemcnt of tht!sC gifts. This provision dirt!clS the munncr of management 
llll<.I investm~nt of those gifts. directing that hoar<l "hns the same powt;rS and duties with 
respt:ct to the:: Lrrustl fund" as have he~n Llssigne<l by law lo the Alusko State Pension 
I nvestmcnt 80\lrd. 

Bill section 3i This amendment to AS tii.40.290(a) dclet~s the cumml lirst sentence ("The 
Uni vcrsity sh:lll hol<l all propt'r!y :iequin:LI by it") as rcdundant--lhc snme point is ma<lt: in 

P.07 



.. 
Feb-10-97 08:40A Sen. Wilken 

Scnntor Unry Wilki::n 
Fcb11rnry 8. t 997 
Page J 

907 46.5 4714 

cited un<lcr whit;h money may he paid to the stilt: for the hi::ncfit of its land gr.ml college, 
when money is paid to the stak in behatrofthe University, the state is to deposit th~ money 
:., the treasury for subsequi::nt disbursement w the llnivt::rsity consistent with tht:: appropriati:: 
p:ovisions of law. 

Jljll );~C liop JO: '!',his bill St:ction amen<l!i the dt:linition Of' "university receipts" in 
AS 14.40.491 to u<ld to that definition receipts allributuble lo University cndovvinents 
managed undc:r A~ 14 ·i0.280 anti distributions from the endowment trust fond established 
under AS I 4.40.400 f'rom activities involving land st:lected under Lhe Act of Congress of 
fanuary 21, 1929. !./ 

Because of the various changes outlined in this hill. as a sufoguard. bill section 14 adds a 
trnnsition:'.11 provision inrendetl tu avoid any impairment or outsrnnding rights, liabilities. or 
obligations artcctcd hy Lhc chang~s and direds thtit the assets nnd liabilitii::s held by the 
commissioner of revenue in tht:: endowment trust fund i::slablished un<lt::r AS 14.40.400 from 
activities involving land scl~te<l under tJ1e Acl of Congress or January 21. 1929. transfer lo 
the University of Alaska. 

Provj~jons ou~sidc AS 14.40 rclnrine to this subject: 

AS 36.30 is the state Prncllrcment Code. AS 36.30.~ 50(b) enumerates instam:cs in which 
the provisions of tht:: Procnremt::nl Code do not apply. One of the exct:iplions conc:ems the 
e:<t:!rcbe of invt::stmcnt powers by tht: commissioner of revenue. In bill section 11 , since the 
commissioner of revenue will no longer he rcsponsihlt:: for investment of the cndownu:nt 
trust fund derived from land selected under the Act :1rCongress or .January 21. 1929, a cross­
rcfcrcnci:: lo AS 14.40.400 set out in tht: list of st<1~h:s under which the commissioner 
exercises invcstmt!nt powers is <lclctcd. 

AS 37. 10.070 and the st!ctions that follow set out gcncrnl law covcril.~ in\"!slmcnt of surplw; 
money 1.md prescrihc the respon:!iibilities ol' a fiduciary of' a state fond. Th1; ~hange prof.' '" 'd 
hy bill section 12 modifies the list of'lhc sections ol' statP. law lo bring within thu proviswn .. 
of tht: Investment article a<ldi~ionnl provisions ir.volving the exercise of fic.luciar)' 
respunsibiliti~s by thl! Board of Reg~nts. The ch<111gcs inclutling adding a reli::rcncc to 
"AS 14.40.255,'' c<>vcring the University's investment ol' its surplus money (this section 

1: Tn appreciate the dimensions of t11e change in the <lel1nition of thi:: tenn 
"university receipts." the term is used in AS 14.40.040(3)(A), in co11junction with the 
ahilily of the l;nivcrsity to leases: in AS 14.40. I 70(h), enumerating powers of the 
lfour<l of Regt::nls; and in AS 14.40.210(:.) and (b), concerning the aulhorily of the 
presiclcnl of the univt!rsity. Through use of cross-rctCrcnces .. Lh~ term ~lso is usi::<l in 
AS 36.~0.085(f)(2) (leasc-purcha.-;ing agreements involving the University) mid in 
AS 37.25.0IO(e) - (c), allowing expenditure of the unexpended balances o!' onc-ycM 
appropriations or university receipts. 

' . 

P.oa 
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already <lt:dares within itself that the surplus must be invested ns se::L mtt in AS 37.] 0.071. 
so this addition is in lhc nalurc of a cross-reference) aml adding a rcforencc w 
"AS 14.40.280(c)," the provision that addresses lhc disposition or rut other endowment gills 
to the University. AS l4.40.400(h) is nJrea<ly covered under this provision. 'Rul, as earlier 
noted in Lhe summary of bill section 6, liduciary responsibility for management of the land 
grant trust fund swi le hes from the commissioner of revenue lo the Doanl of Regen ls. 

JBC:glc 
97-078.glc 

.Enclosure 
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University of Alaska 
Land Grant Trust Fund Invest111ent Perforn1ance 

FY92 FY93 17Y94 FY95 FY96 
Land Grant Trust Fund: 

Average Value (1nillions) $ 17 .5 $ 20.8 $ 26.6 $ 29.3 $ 32.6 

Invesbnent Return 12.9o/o 13.4o/o 0.9% 14.5% 8.6% 

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

Median Portfolio (2) 13.2% 13.3% 1.6% 16.4% 16.1 % 

UA Foundation 15.9% 16.1 % -2.3% 16.4% 18.1 % 

Over/under UA Foundation -3.0% -2.7 % 3.2% -1.9% -9.5% 

Excess/Shortfall (1nillions) $ (0.5) $ (0.6) $ 0.9 $ (0.6) $ (3.i) 

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

Average 

$ 25.4 

10.1% 

10.2% 

12.1% 

12.S o/o 
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January 6, 1997 

President of the S1mate 
and Speaker of the House of Representatives: 

On behalf of the University of Alaska Board of Regents, I am submitting the 
Uni\fersity's Report to the Legislatr.ue 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 t11eir interest in and 
continuing support of the University of Alaska. 

Sincerely, 



,. 

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 Janua:y 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 \vi th the state Department of Revenue for investm·mt in a trust 
fund . Investment income from the trust fund is made available quarterly to the university. The 
e.>.."Penditure of these funds by the university is governed by n:gents' 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 tlle annual earnings will be set aside for 
separate investment in order to "inflation proor· the trust funds, and (3) that the remaining 
annual earnings be transferred to a Natural Resources Fund primarJ.ly 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 depqsited to the Land-Grant Trust Fund and the Inflation Proofing Fund respec­
tively. Expendable earnings on the funds were $2,057,737. 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 sumrna1y 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 Projects 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 4 245,500 7 

SW 238,770 8 238.770 8 

Totals $ 577,368 30 $ 1,016,920 31 $ 1,594,288 61 

4.2 
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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 

Land-Grant 
Trust 
Fund 

$ 31,393,371 
3,755,850 

38.494,848 
$ 73. 644. 069 

24.150 

Inflation­
Proofing 

Fund 

$ 4 ,093,236 
1,815,873 
3,591.244 

$ 9,500.35~ 

73.619.919 _ g JO. 353 

$ 73.644.069 $ 9.500.~53 

Schedule of Changes in Fund Balances 

For the Year Ended J une 30, 1996 

Designated 
Endowment Funds 

Fund balance July 1, 1995 
Additions to principal 
Investment earniI.gs 
Expenditures: 

Land management costs 
Loan reservation 

Land-Grant 
Trust 
Fund 

$ 73.600,651 
19,268 

Nature.I Resources Program 
Transfers: 

Inflation-Proofing 
Natural Resources Fund 

Fund balance June 30, 1996 $ 73,619.919 

See accompanying notes to these schedules. 

Inflation­
Proofing 

Fund 

$ 8,483,505 
6~1,5,800 

(230,000) 

601,048 

$ 9,500,353 

43 

Unrestricted Funds 

Revenue 
Fund 

Natural 
Resources 

Fund 

$ 3,250,029 

$ 3.250.029 

3.250.029 

$ 3.250.029 

Unrestricted Funds 

Revenue 
Fund 

2,657,737 

(640,619) 
(13,973} 

(601,048) 
(1.402.097) 

Natural 
Resources 

Fund 

$ 2,795,444 

(947,512) 

-
1.402.097 

$ 3,250,029 
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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 territo1y. 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 territoiy and the state. These replacements lands 
and property interests were recorded at their fair value at the date of transfer. 

2. The Land-Grant Trust Fund cash and inve~tments. totaling approximately $31.4 million at 
June 30, 1996, are held in trust by the Alaska Department of Revenue and invested in 
pooled fi"'C;ed income and domestic equity funds. The as~ociated market value of these funds 
at June 30. 1996 was approximately $34.2 million. 

3. The Inflation-Proofing Fund repre::;ents 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 
$3.6 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 fonds of the Common Fund. 

4. 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. 

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

6. 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. ln fiscal year 
1996, additions to principal for the Land-Grant Trust Fund were reduced for a change in 
accounting for timber sales. 

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

8 . 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. 



HE .. ARTMENT OF REVENl!E 

OFFICE OF THE COMMISSIONER 

January 23, 1997 

The Honorable Gene Therriault 
~ l~~h ~nrn I 1oif l11nirn 
~rare Capito) Room~ 17 
~ uu . ..., .. " .. , ) .. . .. ..,Lu. ,, ,,,, u v • 

Dear Representative Therriault: 

TONY KNOWLES. GOVIERNOR 

P.O. BOX 110400 
JUNEAU, .i'.ViSK.i'. 99817-0400 
T'1 COL.lt;l~/C, (00:'1) tC~ ~:JDD 

F/\CSIMILE: (907) 465-2389 

Thank you for your inquity regarding the management of the University of Alaska Trnst 
Fund (Tmst). Transfc1Ting tl1e asset management duties of the Trust Fun<l to the 
University of Alaska has been an i:>suc for several years. The Department of Revenue has 
conti11ually stated that we do not object to the transfer. 

The Oepaitment of Revenue does have one concern. Our concern is a prolonged 
resolution of this issue will diminish t11e earning power of the Trnst. Prudence dictates 
thac the Trust must be man~ged conservatively to avoid incurring undo market risk. 
pending passage of legislation that authori.;;es the trru1sfor. '!'his is necessary because 
increHsing the allocation in rhe more volatile equity market would expose the Trust tu 
potential volatility and risk of loss in the near term. 

Absent quick resolution, we must conc.lude that this Tn st will best be servt:d by Treasury 
managing the assets in a way that meets tht! rcquiremer.ts of a long knn tmst fund. 

T would be happy to discuss this maLter at your convenience. You can reach me at 465-
3669. 

Sincerely. , J ,a ,1;u.,,/_, 
Ross /\. Kinney 
Deputy Commissioner 

cc: Wt:ndy Redman .. University of Alaska, Fairbanks 

97-006 



'tiie Honorable Gary Wilken 
Alaska SLatc Senate 

201 Constitution Hall 
P.O. Box150126 
Fairbanks. AJuo 

99n5-0l26 
fya.lum@aurcn.absb.edu 

hLlp://wrba.uaf adm.aJuki.edu/alumrti/ 

State C.apitol 
Juneau, A~ 99801 

Re: SB 84 · 
February 28, 1997 

Dear Senator Wilbn: 

Thank you for introducing Senate Bill 84 propcHin~ to transfer the 
management ot the Univusicy of Alaska's uust Jand.t from the Dept. of 
Revenue to lhe University of Alaska. 

The Univenity of Alaska Fairbanks Alumni Association would like to go on 
record in suppon of this transfer. It will save the srate money by li&htening 
the wade load of an individual in the Dept. of. Revenue and ir won't generate 
extra cost for the univenity because we already have managen in place to 
pcrl'orm these duties. The Univcniry of Alaska also hu a much better track 
~ord for return on invcsanents than the state docs, because we have more 
interest in actively managin& the land and the monies associated with them. 
The additional money will help us receive a greater return on our pooled 
funds cumntly invested in the Foundation. 

The Uni\ltUity of Alasb has a pro~_.en track reconf of wise fiscal 
management of our endowed funds and we believe the same wisdom and 
expertise will ~ used to invcsr this approximaiely $32.6 million fund. 

The money derived from the wise and active use of these lan~ is ra the 
benefit of all Alaskans, and helps to suppoct a strong University system 
which in tum provides an educated and skilled populace. 

The Universiry of Alasb Fairbanks Alumni Association is a nonprofit 
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 rhc University of 
Alaska, please do not h.;;siiate to ask. Thank you. 

Sincerely, 

Merritt MitcheJJ 
Legislative Chair 

J-30(). 770·ALUM 
907-474-7081 

fax 907-474-6712 

Board ofDjrec1m· 

Dav~Gcuin ·70 
Pmidml 

C'ynlbia Kl~~ '80 
Viet·Pmllkzii 

Jln\Doopn ',.,)7 
Dile f'O.ll ' 77 

Oac:.rKawa,a!cy'S8, '68 
Bill Mcndcnha&l 76 

LaurineMymMi1dlell '6l 
Mcrn11Mildlell ·so 

Pat 01bomc 76 
I•riel Thompson '69;as 

OiipW1cor:er'74 



Senator Gary ~ilken 
State Capitol 
Juneau, AK 99801-1182 

Dear Gary, 

V~/ILLIAM RANSOM WOOD 
PRESIDENT <EMERITUS), UNIVERSITY OF ALASKA 

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 

Pennanent 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. 

cc: Senator Sharp 
Wendy Redman 
President Komfaar 
Scott Taylor 

Respectfu!!;Y, ~ 
t~ K. {,(_)oz;tf. 
Wm. R. Wood 

El Dorado Est.1tcs #305 • 665 Tenth Avenue • Fi1irh,1nks. /\fi1sk;i (JC)70'f • U.S.A. • Phone: (907\ ~52-6248 




