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I appreciate the opportunity to present a fuller explanation of some of the questions posed
by members to me during the meeting held April 5, 2005, at 5:30 p.m.
One of the questions raised concerned why the University of Alaska should be treated
differently than other corporations. There are several reasons. First, unlike most
corporations, the University is a constitutional corporation created in Article VII, section
2 of the Alaska Constitution. That makes the University a part of the state unlike other
corporations. The property of the State and the University is owned by the people of
Alaska, not by a few shareholders. The University’s mission is to serve the public
interest, not provide dividends to investors like other corporations. Public money and
public assets would be tapped if a plaintiff was able to pierce the corporate veil and reach
University assets in addition to the money the University invested as a shareholder.
The effort of the University to avoid potential liability beyond those funds it voluntarily
invests in a corporation is very much like the state’s actions when it creates a state
corporation or authority and refuses to pledge the credit of the state. That says to
creditors of the authority or state corporation that they can only look to the assets the
legislature has placed in the authority or corporation to pay the debts of the authority or
corporation. The legislature has frequently used this tool to protect state assets while at
the same time promote economic development or create a service that serves the public
interest. For example, the legislature refused to pledge the credit of the state in the
creation of the Alaska Railroad Corporation (AS 42.40.690), the Alaska Housing Finance
Corporation (AS 18.56.170), corporations organized under the Business and Industrial
Development Corporation Act (AS 10.10.190), the Alaska Student Loan Corporation
(AS 14.42.260), the Alaska Medical Facility Authority (AS 18.26.150), Regional
Electrical Authorities (AS 18.57.110), the Knik Arm Bridge and Toll Authority (bonds)
(AS 19.75.241), state and municipal port authorities (AS 29.35.640), Regional Resource
Development Authorities (bonds) (AS 30.13.090), Adak Reuse Authority (bonds) (AS
30.17.240), the Alaska Natural Gas Development Authority (AS 41.41.400), Alaska
Energy Authority (bonds) (AS 44.83.130), the Alaska Municipal Bond Bank Authority
(bonds and notes) (AS 44.85.130), and the Alaska Industrial Development and Export
Authority (bonds) (AS 44.88.120). HB 92, if enacted, would do no more for University
investments than the legislature has done is these instances. It would allow the
University to voluntarily invest funds where the Board of Regents authorizes the
investment AND the investment advances a public purpose. Those voluntarily invested
funds would, of course, not be protected. They would be available for the payment of the
corporation’s debts. But a clever plaintiff would not be able to go beyond that

corporation’s assets to the other assets of the University. That is, the University would
not have to pledge its credit by investing in a project that advances a public purpose.
If granted this protection, the University could help its faculty develop their research
ideas into marketable goods and promote the economic development of Alaska. It could
participate in worthwhile non-profit corporations that meet a public purpose. It could do
so without risking the public’s money that is invested in the University.
Thank you.
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