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APPENDIX R

Memoranda of Understanding
Pertaining to the General Investment Fund

State of Alaska
Memorandum of Understanding (“MOU”)

between
Department of Revenue

and
Department of Administration

WHEREAS, Attorney General's Opinion, file no. 366-103-85 (Attachment A), authorizes the
crediting of investment income to trust funds or accounts managed by the State;

WHEREAS, Attorney General's Opinion, file no. 366-171-85 (Attachment B), authorizes the
crediting of investment income to State funds containing a statutory dedication of investment
income;

WHEREAS, these trust funds or accounts and funds with dedicated investment income, listed on
Attachment C ("Funds"), are commingled for investment purposes with the State General Fund
and other funds in the General Fund and Other Non-segregated Investments (GeFONSI) fund;
and

WHEREAS, the Department of Revenue (DOR) and the Department of Administration (DOA)
desire to formalize their agreement as to their respective responsibilities for crediting investment
income of the GeFONSI to these Funds;

NOW THEREFORE, BE IT RESOLVED BY the Department of Revenue and the Department of
Administration that:
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1. The Department of Revenue, Treasury Division will collect the figures for:

(a) the daily total return for the commingled assets of the GeFONSI; and

(b) the daily balances of cash with Treasury for the funds listed on Attachment C as
reported on the State's accounting system (AKSAS).

2. The Department of Revenue, Treasury Division will calculate the amount of
investment income to be credited to each Fund by applying 1(a) and 1(b) in a manner
which results in a daily income amount and provides for daily compounding, including
weekends and holidays.

3. For each Fund listed on Attachment C which is to automatically receive investment
income, the Department of Revenue, Treasury Division shall monthly credit interest
income of the fund, and debit interest income of the General Fund, by the amount of
each fund's share of GeFONSI income as calculated in section 2 of this agreement by:

(a) posting on AKSAS the amount calculated in section 2 of this agreement; and

(b) certifying the entries made into AKSAS in section 3(a) of this agreement.

4. The Department of Administration, Division of Finance shall

(a) Provide a list of funds and accounts upon which interest is to be calculated.  This
should include a distinction of whether the fund or account is to be automatically
credited with the income using the procedures outlined in Sections 2 and 3, or is
to be calculated for informational purposes by applying only Section 2 and not
Section 3 (Attachment C); and

(b) Review the Treasury calculations for each fund to the extent believed to be
appropriate; and

(c) Review the accounting entries made in Section 3 to the extent believed
appropriate.

5. In the event any fund is segregated for investment purposes from GeFONSI, the
amount of cash transferred shall be the value as presented on AKSAS as reported
under section 1 (b) of this agreement.  Balances used shall be as of the end of the day
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the transfer is made and shall include all investment earnings credits to the Funds
accruing under this agreement through the end of that day.

6. The funds listed on Attachment C are subject to this agreement.  Other funds may
become subject to this agreement upon the approval of the Attorney General.  Funds
which are clearly trust funds or clearly contain a statutory dedication of investment
income will become subject to this agreement when the DOA revises Attachment C
and notifies DOR of the change and effective date.

This Memorandum of Understanding takes effect when signed and is effective July 1,  1997.  It
supersedes the Memorandum of Understanding between the Department of Revenue and the
Department of Administration that became effective July 1, 1993.

Department of Administration Department of Revenue
Mark Boyer Wilson L. Condon

Commissioner Commissioner

                           /S/                                                      /S/                           

                      11/26/97                                            11/25/97                      
Date Date
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ATTACHMENT A

MEMORANDUM                       State of Alaska

To: Milton Barker, Deputy Commissioner Date: September 10, 1984
Department of Revenue
                 AND File No: 366-103-85
Richard I. Pegues, Director
Dept. of Law, Administrative Services Telephone No: 465-3600

From: Jonathan B. Rubini /s/ Subject: Investment of money
Assistant Attorney General received in trust
Governmental Affairs - Juneau

This memorandum briefly addresses the manner in which state agencies should manage funds received
in trust.

Various state agencies at times receive and hold money for distribution to a class of beneficiaries.
While typically no express trust is established by the parties, an implied or constructive trust results.  In
effect, the state merely acts as custodian of the funds until legal claims are resolved or, as is more often the
case, the beneficiaries are identified and located. As trustee in these situations, the state bears a fiduciary
responsibility to take reasonable precautions to protect the trust property against loss, dissipation or
dimunition.  See generally 76 Am.  Jur. 2d Trusts, §§ 304-333.  While no specific standard defines a
trustee's obligations, a trustee is required to act with reasonable care and diligence.  In some circumstances,
the fiduciary responsibilities may well require that the state invest the trust property, if only through deposit
of the trust property in an interest-bearing account.

Investment of the trust property would not be advisable where minimal funds are involved, or where the
recipient state agency anticipates retention of the funds for only a short period.  In these instances, the
actual or implied cost of investment would exceed any potential benefit to the beneficiaries.  By way of
example, the Department of Labor receives substantial funds in each fiscal year in the course of enforcing
wage and hours claims.  In the typical instance, the Department of Labor retains custody of the funds for
only the brief period necessary to locate the beneficiaries.  We are advised that deposit of these funds in an
interest-bearing account is not practical, and it is thus our view that the state is not under a fiduciary
responsibility to obtain interest on "short-term" funds held in trust.



POLICIES AND PROCEDURES APPLICABLE
TO THE TREASURY DIVISION,
DEPARTMENT OF REVENUE,

STATE OF ALASKA

• • • • • • • • • • • • • •

                                                                                                                                                                                  
Page R - 5 4/6/1999 9:27 AM

J:\DEBBIEM\INV-BOOK\NEWEST\2-99 edition\4app-r.doc

However, where the recipient state agency anticipates that the state will retain custody of the money for
a substantial period of time, we believe the state is under a fiduciary responsibility to protect the trust
property from loss or dimunition.  We are advised that the Treasury Division, Department of Revenue
would, upon formal transfer of the funds from the recipient state agency, invest the trust property along
with the general investment of surplus state assets under Title 37.  The transaction would not require an
administration fee.  Trust monies would be accounted for separately, and upon withdrawal, the trust
property would be supplemented by whatever derivative investment income the investment generated.
Since trust property does not, in fact, constitute a state asset, an appropriation of the derivative income
would not be required.  */

In sum, recipient state agencies enjoy substantial discretion in the retention and management of trust
property.  If reasonable business prudence compels investment of the trust, property, the Treasury Division
has authority, upon formal transfer of the funds, to invest the trust property and separately account for any
income realized.

JBR/pjg

cc: Jan De Young
Assistant Attorney General
Anchorage AGO

Nico Bus
Finance Officer
Department of Labor

                                                    

*/ Alternatively, recipient state agencies may have direct or delegated authority to deposit trust property
in an interest bearing account.  This transaction would in most instances entail an administrative cost
and, as importantly, would not produce a comparable benefit.  If immediate access to trust property is
essential, however, establishment of an interest-bearing account may be an appropriate alternative.



POLICIES AND PROCEDURES APPLICABLE
TO THE TREASURY DIVISION,
DEPARTMENT OF REVENUE,

STATE OF ALASKA

• • • • • • • • • • • • • •

                                                                                                                                                                                  
Page R - 6 4/6/1999 9:27 AM

J:\DEBBIEM\INV-BOOK\NEWEST\2-99 edition\4app-r.doc

ATTACHMENT B

MEMORANDUM State of Alaska
To: Honorable Mary A. Nordale, Commissioner Date: July 19, 1985

Milton Barker, Deputy Commissioner
Department of Revenue File No: 366-171-85

From: Norman C. Gorsuch Telephone No: 465-3600
Attorney General

Subject: Dedication of interest income
By: Susan D. Cox /s/ to fish & game fund and power

Assistant Attorney General development revolving loan fund
Governmental Affairs - Juneau

You have asked whether the dedications of interest income to the fish and game fund in
AS 16.05.110(5) and to the power development revolving loan fund in AS 44.33.600(b)(3) are
constitutional.  We have previously considered the question with respect to the fish and game fund in
a 1982 formal opinion to the legislative auditor Gerald Wilkerson and then Commissioner of
Administration Carole Burger.  1982 Op. Att'y Gen. No. 13 (Nov. 30), a copy of which is attached.
As indicated earlier, we would defend the constitutionality of the dedication of interest to the fish and
game fund.  Although the power development revolving loan fund was created just last year and we
have not before specifically considered your question with respect to that fund, we believe the same
advice applies.

The relevant constitutional provision provides:

DEDICATED FUNDS.  The proceeds of any state tax or license shall not be dedicated to any
special purpose, except as provided in section 15 of this article or when required by the federal
government for state participation in federal programs. This provision shall not prohibit the
continuance of any dedication for special purposes existing upon the date of ratification of this
section by the people of Alaska.

Alaska Const. art.  IX, § 7.

The fish and game fund is a revolving fund which is composed of, among other things, the proceeds
of fishing and hunting licenses.  AS 16.05.110.  Your opinion request states that the "principal of the
Fund has not, in general, been appropriated to the Fund but is the result of a statutory dedication
necessary to receive certain Federal funds."  This was noted by our November 30, 1982 opinion,
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which concluded that because "[t]he dedication of proceeds of fishing and hunting licenses to the
operation of a Department of Fish and Game is required by federal law for participation in federal
programs, "it" is therefore authorized by Article  IX, section 7."  1982 Op.  Att'y Gen. No. 13, at 21
(Nov. 30).

Your request for advice mentions that the pertinent federal statutes do not require dedications of the
interest earned on the dedicated funds in order to participate in any federal programs.  The Alaska
legislature, however, has statutorily included "interest earned upon money in the fund” within the fish
and game fund itself.  AS 16.05.110(5).  You asked whether this interest dedication is permissible in
light of article IX, section 7 of our constitution.  With respect to this question, our earlier opinion
concluded that there was no easy answer to this question.  1982 Op.  Att'y Gen.  No. 13, at 21-22
(Nov. 30).  However, I refer you to the discussion of this issue at pages 14-18, specifically our
conclusion on page 17 that “until the question is ruled on by the courts, we will defend legislative
action dedicating, by general law, derivative income to the funds which earned them.” */

The power development revolving loan fund was established in the Department of Commerce and
Economic Development in 1984.  AS 44.33.600(a).  This fund consists of appropriations to the fund
by the legislature, repayments of principal to the fund, and "income from investment of money, in the
fund and from loans made from the fund.”  AS 44.33.600(b).  Your inquiry regarding dedication
concerns only the dedication of investment income in AS 44.33.600(b)(3), not income from loans
made from the fund.

The advice given in our earlier formal opinion is applicable to your question regarding the power
development revolving loan fund.  We see no reason to draw a distinction between the handling of
"interest earned upon money in the [fish and game] fund" and "income from investment money in the
[power development revolving loan] fund.”  AS 16.05.110(5) and AS 44.33.600(b)(3).  In fact, the
advice given in the November 1982 formal opinion is directed generally at "interest or other income
earned by money appropriated to revolving funds...”   1982 Op.  Att'y Gen. No. 13, at 14 (Nov. 30).
Although we cannot say with certainty how a court would treat the dedication of investment income,
we will continue to defend this practice.

We hope this memorandum is helpful to you, and apologize for the delay in responding.

SDC/pjg
Enc.
cc: Gerald Wilkerson, Legislative Auditor

Division of Legislative Audit

*/ Our 1982 opinion mentioned that pending litigation was expected to resolve issues raised by
your request:  Trustees for Alaska v. State of Alaska and Alaska Power Authority, No. 3AN-492-82
CIV (Alaska Super., Jan 21, 1982), referenced in n.1 on page 2 of the November 30, 1982 opinion.
However, our file for that litigation was closed this year, without any definitive opinions being
rendered by the court.
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ATTACHMENT C

MEMORANDUM STATE OF ALASKA
Department of Administration

To: Betty Martin Date: November 6, 1998
Comptroller
Treasury Division
Department of Revenue File Ref: \99update.mou

Thru: Kevin Worley Phone: 465-2240
Accounting Services Supervisor
Division of Finance
Department of Administration

From: Margaret Feige
Accountant
Division of Finance
Department of Administration

Subject: Updated Attachment C of Memorandum of Understanding (MOU)

Attached is a revised copy of Attachment C of the MOU between the Departments of
Revenue and Administration.   Attachment C has been updated for the following:

Old mental health funds 34041, 34042 and 34043 are being removed from Attachment
C effective November 6, 1998.  As a result of the U.S. Supreme Court decision on
November 3, 1997 not to accept the Weiss v. State of Alaska court case, we are no
longer required to track activity in the old mental health trust funds.  Department of
Natural Resources activity in funds 34041 and 34043 was closed out for our FY 1998
comprehensive annual financial report, and the only activity remaining in these funds is
the inception to date investment earnings.  Fund 34042 is still legally a subfund of the
general fund but it is no longer required to receive investment income as a trust fund.
As soon as these funds are no longer being credited with a share of the general
investment income, I will make the necessary adjustments to close the inception to
date investment income to the general fund.  Please let me know by E-mail when the
last month of investment income has been credited to funds 34041, 34042, and 34043.

If you have any questions or need additional information please do not hesitate to
contact me at 465-5606.  Thank-you.

cc: Tim Davenport, Assistant Comptroller Valerie Watson, Accountant
Treasury Division Treasury Division
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Attachment
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ATTACHMENT C
FUNDS AUTHORIZED TO RECEIVE GENERAL INVESTMENT FUND

INVESTMENT INCOME - REVISED 11/6/98

Note Fund # Description Dept
Collocation

Code
Rev
Acct

Statutory or Trust
Authority

2. 11115 Statutory Budget
Reserve Fund

4 N/A N/A AS 37.05.540(d)

1. 11122 Oil & Hazardous
Substance Release
(OHSR) Prevention
Account

18 98811122 65502 AS46.08.010

2. 11123 Railbelt Energy Fund 4 N/A N/A AS 37.05.520

1. 11127 Railbelt Intertie Reserve
Fund

4 98811127 65502 SEC 159(A) CH
208 SLA 90

1. 11129 OHSR Response
Account

18 98811122 65502 AS46.08.010

3. 11131 Public Access Fund -
Appropriations Account

10 N/A N/A AS 38.05.874(d)

1. 11132 Public Access Fund -
Contributions Account

10 98811132 65502 AS 38.05.874(a)

1. 11135 Group Health & Life
Benefits  Fund

2 98811135 65502 AS 39.30.095

2. 11137 AK Marine Highway
System Vessel
Replacement Fund

25 N/A N/A AS 37.05.550

1. 11139 Prevention Mitigation
Account

18 98811122 65502 AS46.08.020

1. 11140 Oil Restoration Fund 4 98811140 65502 Court Case
A90-015CR

2. 11146 Municipal Capital Project
Matching Grant Fund

2 N/A N/A AS 37.06.010

2. 11147 Unincorporated
Community Capital

21 N/A N/A AS 37.06.020



POLICIES AND PROCEDURES APPLICABLE
TO THE TREASURY DIVISION,
DEPARTMENT OF REVENUE,

STATE OF ALASKA

• • • • • • • • • • • • • •

                                                                                                                                                                                  
Page R - 12 4/6/1999 9:27 AM

J:\DEBBIEM\INV-BOOK\NEWEST\2-99 edition\4app-r.doc

ATTACHMENT C
FUNDS AUTHORIZED TO RECEIVE GENERAL INVESTMENT FUND

INVESTMENT INCOME - REVISED 11/6/98

Note Fund # Description Dept
Collocation

Code
Rev
Acct

Statutory or Trust
Authority

Project Matching Grant
Fund

1. 11150 Power Cost Equalization
and Rural Electric
Captialization Fund

21 98811150 65502 AS 42.45.100 AG
Opinion 10/27/94

1. 11153 Response Mitigation
Account

18 98811122 65502 AS46.08.025(b)
CH128,Sec26,

SLA 1994

1. 11154 Assistive Technology
Loan Guarantee Fund

5 98811154 65502 AS 23.15.125

1. 12124 Fish and Game Fund 11 98812124 65502 AS 16.05.110

1. 12127 Bristol Bay RLF 09 98812127 65502 Federal
31 CFR 205.12

2. 12135 AK Marine Highway
Operating Fund

25 N/A N/A AS 19.65.060

1. 12146 F&G Criminal Fines &
Penalties Fund

11 98812146 65502 AS 16.05.110

1. 12147 F&G Civil Fines &
Penalties Fund

11 98812147 65502 AS 16.05.110

1. 21640 Alaska Clean Water
Fund

18 98821640 65502 AS 46.03.032

1. 21621 Small Business
Economic Development
RLF 2

8 98821621 65502 Federal EDA
Directive

1. 21631 Small Business
Economic Development
RLF 3

8 98821631 65502 Federal EDA
Directive

1. 21641 Small Business
Economic Development
RLF 1

8 98821641 65502 Federal EDA
Directive
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ATTACHMENT C
FUNDS AUTHORIZED TO RECEIVE GENERAL INVESTMENT FUND

INVESTMENT INCOME - REVISED 11/6/98

Note Fund # Description Dept
Collocation

Code
Rev
Acct

Statutory or Trust
Authority

1. 21642 Alcohol & Drug Abuse
Revolving Loan Fund

6 98821642 65502 AS 44.29.210
42 USC 300x-4a

1. 21643 Aerospace Development
Corp Revolving Fund

8 98821643 65502 AG Opinion
3/15/95

2. 21644 Rural Development
Initiative Fund

21 N/A N/A AS 44.47.800

1. 21649 Aerospace Development
Corp Federal Grant Fund

8 98821649 65502 Federal
Regulations

1. 21652 Alaska Drinking Water
Fund

18 98821652 65502 AS 46.03.036&
42 U.S.C.300j-12

1. 21654 ATIB-Highway Account 25 98821654 65502 Federal
Regulations

 1. 21656 ATIB-Transit Account 25 98821656 65502 Federal
Regulations

1. 21657 ATIB-Repayment
Account

25 98821657 65502 Federal
Regulations

1. 32010 Dept of Law Legal
Services

3 64000000 23135 Trust Fund

1. 32010 PFD Trust Account 4 64000000 23130 AS 43.23.015(e)

1. 32010 Bureau of Justice
Assistance Grant Funds

12 64000000 23092 Federal
Regulations

1. 32010 National Guard Bureau
Travel Rebate

9 64000000 23530 Federal
Regulations

1. 32010 Alaska Heritage
Endowment Fund

5 64000000 23538 AS 37.14.400
Trust Fund

1. 32010 Margaret Cooke
Memorial Trust Account

5 64000000 23539 Trust donations

1. 32010 Unlicensed Vessel
Personnel Annuity

2 64000000 23035 Trust Fund
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ATTACHMENT C
FUNDS AUTHORIZED TO RECEIVE GENERAL INVESTMENT FUND

INVESTMENT INCOME - REVISED 11/6/98

Note Fund # Description Dept
Collocation

Code
Rev
Acct

Statutory or Trust
Authority

Retirement Fund

1. 32010 Alaska Life & Health
Insurance Guaranty
Association (ALHIGHA)
Settlement

2 64020305 23570 Trust Fund

1. 32010 Public School “B” and
“C” Lands Trust

10 64000000 22533 Trust Fund

1. 32012 Office of Public
Advocacy Trust

2 02169999 23027 Trust Fund
AS 13.26.370

1. 33070 Exxon Valdez
Settlement Trust

4 98833070 65502 Trust Fund
Civil Action No.

A91-081 CV

1. 33080 Aleyska Settlement Fund 4 98833080 65502 Trust Fund
Court Decree

1. 33090 Community-Based
Family Resource
Programs Federal Trust

6 98833090 65502 Federal
Regulations

1. 34045 Mental Health Trust
Fund

04 98834046 65502 AS 37.14.031
Trust Fund

1. 34046 Mental Health Trust
Settlement Account

04 98834046 65502 AS 37.14.036(a)

1. 82000 Student Loan
Corporation Scholarship
RLF

5 98882000 65502 AS 14.43.090

1. AC
60661

2 cent Response
Surcharge Unrestricted
Revenue Account

04 98811139 65502 AS 46.08.020

1. AC
60659

3 cent Prevention
Surcharge Unrestricted
Revenue Account

04 98811139 65502 AS 46.08.020
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Notes:

1.  Income is compounded daily and credited monthly by Treasury Division.

2.  Income is only calculated unless the legislature appropriates the income to the fund, in which case it
will be credited.

3.  Interest is computed and separately accounted for but will be deposited to the General Fund.


