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Ih making their decision on the Alaska Permanent. Fund,
the Free' Conference Committee has focused.on a single
guestion -~- the management of the Fund's principal.

It is to be an inviolate trust which, in the words of
this bill, conserves "...a portion of the state's revenues- :
from mineral resources to benefit all generations of Alaskans..."
(page 4). ~ N ' '
It is to be an independent trust, yet made accountable
in vdrious ways to "...maintain safety of principal while
maximizing total return..." (page 4). ‘ '
The contribution rate has been set at 50% of mineral
, lease bonuses (except from the Beaufort Sea, which has been .
f‘ left at 25%) and 50% of mineral lease royalties and net
; profits from the Beaufort Sea and other future sales. The
rate for Prudhoe Bay remains at 25% plus any  other money .
appropriated annually by the Legislature. o

" Three major concerns —-—- safety of principal, accountability,
and legislative oversight --- are addressed by the legislatio:n.

Safety of Principal

The Free Conference Committee Permanent Fund bill

- provides a framework for fiscally conservative and responsible
management of ‘the Fund's principal. It assures and emphasizes -
the safety of the assets while providing the responsible
managers with sufficient investment, latitude +o achieve
superior results. Under the terms of this bill, the Alaska
Permanent Fund -would consist of a wide variety of quality,
high-grade investments. : .

The Fund is designed to be a trust which focuses on the
safety -of principal first and the maximization of earnings
second (page 4). It is a trust held to ‘a more restricted .
list of investments than most Gther fiduciary trusts including
the Alaska State Pension Funds and it confirms in law the
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current state practice of evaluating performance according
to nationally recognized and accepted standards. The
investment managers are required to maintain investment
diversification and are allowed to determine the investment
mix of short,. intermediate, and long-term investments. The
flexibility allowed enables the managers to achieve a sound
rate of return on investments.,

The bill provides the investment managers with the
authority to place funds in direct obligations of the United
States Treasury, federal agency securities, certificates of
deposit, high-grade corporate bords, quality short-term
investments, and federally guaranteed loans (pages 8-9).

The fund is directed to give preference to Alaska investments
as long as they meet the standards of guality set out in the
bill, Specifically, deposits can be made in Alaska hanks,
mutual savings banks, savings and loan associations, and
credit unions. Residential real estate [owner-~ ~occupied

-single family dwellings, duplexes, and condominiums) may

also be purchased if the mortgage is privately insured by a
company doing business in Alaska (pzge 9). The order in
which the investments are listed is not meant to express a
priority for one type of investment over another.
Importantly, the bill has a minimum of investment
restrictions yet provides a very definite and certain framework.
It does not.authorize investments in stock or bullion,

restricts the purchase of corporate bonds to 25% of the

Fupd's total investments, and limits the purchase of loans

and mortgages to 25% of the total. Purchases of residential
moftcages may be a further 15% of total assets. The bill

allows the Fund to use the futures market to protect investments
from the severe declines in value that are. reing suffered

today. These futures contracts, however, may be used only

to hedge and not to speculate. The bill also prohibits the

Fund from either borrowing or guaranteeing the obligations
of others (page 8).

The bill also provides for the handling of gains and
losses and income (page 11). Any losses not offset by gains
on the sale .of securities shall be deducted from income and
added to the Fund principal; this protects the Fund principal
from erosion. Losses from sales of securities are spread

over a period of time egual to the remaining life; this

encourages the managers to get rid of bad investments.
Capital gains. are added to the Fund prlnc1pal helplng to
offset the effects of inflation. 'The Fund income is defined
as the interest received on the 1nyestments, and the amount
of income available for disbursement will be determined on

.an averaging basis; this insures a relatively steady income

flow.
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Accountability

It was the aim of thHe Committee to establish a management
system for the Alaska Permanent Fund which would be protected
from political influences but, at the same time, responsive
to changes in state policy and accountable to the people
through their elected officials.  In short, the aim was
insulation without isolation. Tt was agreed that the best

_way of achieving these énds was not to place the management

within® the Department of Revenue, but to create .a public
corporation distinct from state government. Although the
Department of Revenue currently manages the pension funds as
well as the general fund, it was agreed that the Permanent
Fund, with its fundamentally different goals and large size,
should not be in the hands of the same people whose primary .

. duty is managing money for day~to~day use by the state. The

Corporation is placed within the Department of Revenue for
administrative matters such as payroll, but has a legal
existence independent of and separate from the state,

‘The proposed Permanent Fund Corporation, therefore, has
its own board of trustees which is made accountable in o
several ways (page 5). The six members of the board will be
appointed by the Governor and consist of the Commissioner of
Revenue, two other commissioners, and three public members.
They will be confirmed by the Legislature, except for the
Commissioner of Revenue who serves by right of his office;

the other commissioners are to submit to a separate confirmation

for their duties as trustees., Terms are three years; staggered,
and members may be reappointed subject to confirmation. a
Members may be removed from the board by the Governor and

the Legislature may override this decision in a Joint Session.
The public members of the board may not hold any other state
or federal office or employment and must have recognized
competence and wide experience in finance, investments, or
other business management-related fields. They are subject

to the conflict of interest law and must disclose any interest
in entities in which corporate assets are invested. They

~will be paid honorariums. competitive with the largest private

corporations in the state. It is intended that every two
years the Governor shall make recommendations on adjusting
the level of the honorarium. The board will employ an
executive director who is also subject to the conflict of
interest law and responsible for hiring additional staff-.

" with the board's approval,

The corporation's operating budget is from the general
fund and is subject to the Executive Budget Act (page 10),.
This provision offers another check on the management and .
will prevent such things as the hiring of excessive numbers

‘of employees or uncontrolled gxpense accounts.,



. Among the board's responsibilities is the publishing of
‘a 'yearly report (page 11) including a financial statement
‘reviewed by independent auditors, a statement of earnings
from each investment, a market-value appraisal of the
investments, and a performance evaluation with recommendations
for needed changes. These reports, which must be written in
easily understandable languvage, will be available to the
Governor, the Legislature, and the public. The income
statement and balance sheet will be publlshed vearly in
newqpapers and every two years in the election pamphlet.

The bill thus insures that the hoard of trustees of the
Alaska Permanent Fund Corporation will be the best investment
managers availilable in the state, will be accountable to both
the executive and legislative branches through appointment
and budget processes and over51ght ‘by the Legislative Budget
and Audit Committee, and will keep the public informed about
the Fund's investment performance,

\

Legislative Oversight

The Free Conference Committee found a need for co-— :
~ordinated, continuing oversight of all the state's investment
efforts., Accordingly, the review will extend beyond the
Alaska Permanent Fund to include the Alaska Renewable Resources
Fund, loan programs, the several authorities, and the general
fund. As well as building up a body of legislators with
detailed knowledge of investments, this new apprdach will

give the Legislature and the broad public better information
on the policies and efficiency of the various investment
agencies, on the.extent to which these agencies conform to
statutory intent, and on the extent to which the economic

and social goals oX the various programs are being achieved.

The House Finance Committee had con51dered provmdlng in.
the Permanent Fund bill for a new interim committee to
handle this oversight function but decided, in the interest
of efficiency, to simply expand the powers and duties of the
present Legislative Budget and Audit Committee (pages 1-3).
As proposed, the Legislative Budget and Audit Committee will
review the plans and reports of all state agencies involved .
in lendlng or investing, report to the Legislature its
findings and recommendations, and provide for audits and
performance evaluations of the Alaska Permanent Fund Corporation's
investment program.

It is the Committee's intent, however, that these new
duties be assigned to the Legislative Budget and Audit
.Commlttee on a trial basis and that the committee report.
back to the Legislature within two years, recommendlng how
best the oversight duty could be carried out and including



consaderatlon of the option of delegating the responsmbllltles
'to a separate commlttee.

The FPuture

As stated earller, this bxll addresses only . the questlon
of Fund management and leaves the separate guestion of how
to use the Fund earnings to separate legislation., - It merely
assures that there will be income and does not preclude any
options for its use., Unless another determination is made,
the Permanent Fund earnings will be deposited. in the general
fund. No matter what use(s) are decided for the income, +the
very establishment of a secure trust will be a sign to the
national finarcial community that Alaska 1s following a
responsible fiscal pol¢01

' TERRY GARDINER, Chairman %E'SACKETT, Chadirman
Confergnce Committee S Conference Committee
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LAWS OF ALASKA

1980

Source Chapter No.
¥CCSSB 161 18

AN ACT

Relating to the Alaska permanent fund; to nonrenewable re-
source revenues; to legislative oversight; and providing for
an effective date,

BE T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

THE ACT FOLLOWS ON PAGE 1, LINE 10

UNDERLINED MATERIAL INDICATES TEXT THAT IS5 BEING ADDED TO
THE LAW AND BRACKETED MATERIAL IN CAPITAL LETTERS INDICATES
DELETIONS FROM THE LAW; COMPLETELY NEW TEXT OR MATERIAL
REPEALED AND RE-ENACTED IS IDENTIFIED IN THE INTRODUCTORY
LINE OF EACH BILL SECTION.

Approved by the Governmor: April 8, 1980

Actual Effective Date: April 92, 1980 except for Section 10
which takes effect upon transfer of the Alaska permanent fund
to the Alaska Permanent Fund Corporation.



Chapter 18

AN ACT
Relating to the Alaska permanent fund; to nonrenewable
resource revenues; to leglalative oversight; and providing

for an effectlve date,

% Section 1, FINDINGS. The leglglature finds that there is a substantiagl
eed for oversight of the performance of those agencies of the state which
pexform lending or lavestment functions since those functions do not recelve
the detailed review to which other expenditures of public money are subject,
ghd therefore the knowledge necessary for sound legislation in this area is
not readily available., There is a need for legislative oversight which will
Provide information on the policy and.performance of these agencles, the
tent to which the agencies conform to statutory intent, and the impact of
eir performance on the economy and'the state txreasury.
"% Sec, 2, AS 24,20 is amended by adding new gectlons to read:
Sec, 24.20.156. PURPOSES., The purposes of the Leglslative Budget
and Audit Committee include
(1) monitoring and reporting
(A) the performance of the agencles of the state which

perform lending or lavestment functlens,

(B) the extent to which the performance of these agen-
cles has contributed to the flacal, financial, economic and social
{mprovement of the state and its cltizens,

(C) the extent to which these agencies and the executive

have prepared and coordinated short~term and long-term economic,
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fiscal, investment and financial planning;

(2) holding these agencies accountable to statucory intent {g
thelr pexformance by recommending, where appropriate, changes in policy
to the agencles or changes in legislation to the legislature;

(3) annually reviewing the extent of capitalizatlon of the
investment funds of the state and alternative investment policy for the
general fund surplus and recommending needed legislation,

Sec, 24,20,206,

tee shall

DUTIES. The legislative Budget and Audit Commit-

(1)

the confirmatrion of appointees to the Board of Trustees of the 4dlaska

report to the leglalature its recommendatilons relating to

Permanent Fund Corxporation and the Board of Trustees of the Alaska
Renewable Resources Coxporation;
(2) annually review the long-range operating plans of all
agencles of the state which perform lending or investment functions;
(3
which perform lending or investment functlons;
(4)

review perlodic reports from all agencies of the state

pregent a complete report of investment programs, plans,
performance, and policies of all agencles of the state which pexrform
lending or investment functions to the legislature within 30 days after
the convening of each regular session;

(5) present to the legislature within 30 days after the con-
venlng of each regular session a review of the report of the governor
under AS 37,07,020(d) with recommendations for needed legislation

{6) in conjunction with the finance committee of each house
recommend annually €o the legislature the investment poliey for the
general fund surplus and for the income from the permanent fund;

(N

and performance ecvaluation of the Alaska Permanent Fund Coxporation in-

provide for an annual post audit and annual operaticnal
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vestments and investwment programs.

Sec, 24,20,209. RECORDS.

The Leg

tee shall keep a complete file of all ¢

reports presented by Lt to the legislat

tee.

AS 24,20,201(a) is amended by
(9

of the Board of Trustees of the Alaska

¥ Sec, 3.

hold public hearings on

the members of the Board of Trustees of
Coxporationg
(10)

of the state which perform lending or :

make recommendations to

the structure and operating practices
(11

ble for the functions of the committee

AS 37,07.020 1s amended by ad

enter into and enforce !

* Sec, 4.

(d)

leglslature, veport to the leglalature

The governor shall annually,

and Audit Committee the long-range fis
(1)

funds of the state; and

alternate levels of cap

(2) alternative investment

plus,

% Sec, 5. AS 37 is amendad by adding a

CHAPTER 13, ALASKA PER

Sec, 37.13.010, ALASKA PERMANEN!

of the state constitution, rhere is e¢

Alaska permanent fund., The Alaska pe:

(1) 25 percent of all mine
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Chaptex 18

vestments aad investment programs.

See, 24.20.209, RECORDS. The Legislative Budget and Audit Commit-
tee shall keep a complete file of all reports presented fo it and all
reports presented by it to the legislature ox to a legislative commit-
tee,

% Sea, 3. AS 24,20,201(a) is amended by adding new paragraphs to read:

(9) hold public hearings on the eonfixmation of the menbers
of the Board of Trustees of the Alaska Pexrmanent Fund Corporation, and
the members of the Board of Trustees of the Alaska Renewable Resources
Corporation;

(10) wmake recommendations to the legislature and to agencies
of the atate which pexform lending or investment functions concerning
the structure and operating practices of the apenciesy

(11) enter iunto and enfoxce all contracts necessary or desira-
ble for the functions of the committee,

* Sec, 4. AS 37.07.020 is amended by adding a new subsection to read:

(d) The governor shall annually, before the convenlng of the
legislature, report to the leglslature through the Legislative Budget
and Audit Committee the lonmg-range fiscal and economic consequences of

(1) alternate lavels of capltalization of the investment
funds of the states and

(2} alternative investment policy for the general fund sur-
plus,

% Seo, 5. AS 37 is amended by adding a new chaptex to read
CHAPTER 13, ALASKA PERMANENT TUND,

Sea, 37.13,010, ALASKA PERMANENT FUND., (a) Under avt TIX, see, 15
of the state constitution, there is established as a separate fund the
Alaska permanent fund., The Alaska permanent fund consists of

(1) 25 pexcent of all mineral lease rentals, royalties,

3. FONSSB 161
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hapter 18

royalty sale proceeds, net profit shares under AS 38,05,180(f) and @),

and federal wineral revenue sharing payments recelved by the state frog |

wlneral leases issued on or before December 1, 1979, and 25 pexcent of
all bonuses received by the state from mineral leases issued on or
bafore February 15, 1980;

(2) 50 percent of all mineral lease rentals, royalties,

royalty sale proceeds, net profit shaxes under AS 38.,05,1B0(E) and (g),

and federal mineral rvevenue sharing payments received by the state from_'f'

mineral leases issued after Decembex 1, 1979, and 30 percent of all
bonuses recelved by the state from wmineral leases issued after

February L5, 1980

(3) any othex money approprilated to or otharwise allocated by |

law to the Alaska permanent fund.

(b) Payments due the Alaska permanent fund under (a) of this
section shall be made to the fund once each month.

(¢) The Alaska permanent fund shall be managed by the Alaska
Permanent Fund Corporatlon established in this chapter.

Sec. 37,13.020, FINDINGS. The people of the state, by constitu.

tional amendment, have required the placement of at least 25 percent of

all mineral lease rentals, royaltles, royalty sale proceeds, and federal

mineral revenue sharing payments and bonuses recelved by the state inte
a permanent fund. The legislature finds with respect to the Alaska
Permanent Fund Corporation that

(1) the corporation should provide a means of conserving a
portion of the state's revenues From mineral resources to benefit all
generations of Alaskans:

(2) the corporation's poal should be to maintain safety of

principal while maximizing total return;

(3) the coxporation should be used as a savings device

b FCCSSB 161
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Chapter 18

managed to allow the maximum use of disposable income from the corpora-
tion for purpeses designated by law,
Sec, 37.13.030,

provide a mechanism for the management and Jlnvestment of those permanent

PURPOSE. It is the purpose of this chapter to

Fund assets allocated to the Alaska Permanent Fund Corporation in a

manner conslstent with the findinge in AS 37,13.020,
Sec, 37.13.040, ALASKA PERMANENT FUND CORPORATTION.

established the Alaska Pexmanent Pund Corporation,

There is
The corporation is a
public eorporation and government instrumentality in the Department of
Revenue managed by a board of trustees. The purpose of the board ig to
manage and finvest the assets of the corporation in accordance with this
chapter.

Sec, 37,13.,050,

The Board of Trustees of the Alaska Permanent Fund Corpoxa~-

COMPOSITION AND QUALIFICATIONS Of BOARD OF TRUS-

TEES, (@)
tion consists of six membexs appointed by the governor, Three of the
members shall be heads of principal departments of atate government, one
of whom shall be the commissionex of revenue. Three members shall be
appointed by the governor from the public and may not hold any other
state or federal offlee, positlon ox employment, eithex elective or
appointive, except as a member of the axmed forces of either the United
Gtates or of this state, Hembers other than the commigsloner of revenue
shall be separately confirmed by a wmajority of the members of the legls-
lature in joint session,

(b) The three public membets of the board shall have recognized
competence and wide experience in finance, investments, or other busi-
ness management-related £ields,

(¢} The board shall annually elect a chairman from among its
members.,

Sec, 37.13,060.

TERM OF OFFICE, The members of the board shall be

~5- FCCSSB 161
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appointed for terms of three years, and they may be reappointed subject
to confivmation by a majority of the mombers of the legislavture in joint
session, Terms shall be staggered. TInitial terms for membexs other
than the commissioher of revenue shall be two members serving for one
year, two members serving for two years, and one member serving for
three years.

See, 37.13.070,

REMOVAL AND VACANCIES, (a) The governor may

remove a member of the board from office, However, the removal of a
member of the board is subject to disapproval by a vote of a majority of
the membexs of the legislature at the first joint session held 10 or
more days after the legislature receives notice of the removal Ffrom the
governor. A removal by the povernor shall be in writing and shall state
the reason for the removal. A member who 18 vemoved by the governor may
not participate In board business and may not be rounted for purpeses of
establishing a quorum between the time he recelves written notice of hig
vemaval from the governor and the time that the legilslature's power to
disapprove the removal undey this subsectlon expires, If the legisla-
ture disapproves the removal of a board member, the bLoard wember shall
be relnstatad.

(b) A vacanecy on the hoard ghall be promptly filied by appointment
by the governor and confirmation by a majority of the members of the
leglalature in jolnt session. An appointee to a vacancy shall hold
office for the balance of the term for which his predecessor on the
board was appointed, TIf a vacancy arises on the hoard while the legis-
lature ds not in session, the governor may appoint an intevim board
menber who shall exerclse the powers of a board member until the legls-
lature falls to confilrp the appolntment of the fntexim boavd member,

() & vacgansy orn the board does wnt impair the authurivy of a

suorun off the board to exercise all Lhe powers and perfoum all the

-6 TOCRSE 161
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{nvestment of Alaska permanent fund assets.

applied to investments of the eorporation means that in making invest-

ments the board shall exercise the judgment and care under the clireun-

stances then prevailling which an institutional investor of ordinary

COMPENSATION OF BOARD MEMBERS.
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Chapter 18
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‘? prudence, discretion, and intelligénce exercises in the management of ) securiry pledged wnder this pavagraph
2% ‘large investments entrusted te it not in yvegard to speculation but in . facc yalue of tha deposit and the boar
3% regard to the permanent disposition of funds, considering probable X ;~ eoliaternls
41 safety of capital as well as probable lnceme. s ¢4y shares of federally cha
5; (b) The corporation assets shall orly be unsed for iucome-producing 54 tions in Alaska which are Fully secure
eﬁ lavestments. . d s' principal and iaterest by investments
75 {¢) The board shall maintain a reasonable diversification among 7; subsaction;
BE Lnvestments unless under the clrcumstances it is clearly prudent not o ) Bf (5) savings cemtificates is
3l do 80, g? «rd loan associatfons in Alaska which
10! (d) The hoard shall submit long~runge and quarterly investment - ro nayments of principal and interest
"} repoxts to the Legislative Budget and Audit Committee, ‘ﬁ (7) of thic subsection,
12 (e) The corpoxation may not borrow funds or puarantee from prinei- . ﬂ; (6) dsposits with mutual s
13 pal of the Alaska permanent fund the obligations of othexa. .Jl fully seonred at all times as to payw
14 (£} The board mey enter into and enforce all contracts necessary, m% investments described in (1) ~ (2) of
15 convenfent or desirable for purposes of the corporation. 51 (7) fixed-rerm certificate
e (g) Subject to the limitations in (h) and (i) of this section, the m; iesured ecedlt unicns which are fully
17 board may lavest corporation assets in : .i a% principal and interest by investme:
18 (1) obligations of, or obllgatlons insured by or guaranteed { 13§ snbsartion)
1 by, the United States or agencies or {lnstrumentalities of the United ! 1! (8) corporate debt securin
“ States; Cw ¢ nationally recognized rating serxvie
2 (2) obligations secured by reserves paild in by the United Pt 19)  short-term corporate p
22 States or agencles or lnstrumentatities of the United States or obliga- ;f’ ratiugs assigned by a natioaally reco
= tions of corporations in which the United States is a sharcholder or 2 (10) bankers' acceptances d
“ member ) 5 states banks each of which have a4 com
26 (3) certificates of deposit issued by United States domestic 25 ing ab Ieast 5200,000,000,
% banks whlch are members of the Federal Deposit Insurance Corporation for | (1l) repurchase agreements,
2 which a generally recopgnized secondary market exists ov which ave fully oo apreements heiny any of the items in
93{ secured at all times as to payment of princlpal and interest by investe { oo subsect 1on
@é ments described in (1) ~ (2), (8) or (L2} - (16) of this subsection; the t 3 (12) tha guaranteed portion
| 8- FCCSER 161 9.
:
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the

security pledged under this paragraph shall be at least equal to

face value of the deposit and the board may require substitution of

collateral;
(4) shares of federally chartered savings and loans assocla-

t1ons in Alaska which are fully gecurad at all times as to payments of
principal and interest by ilnvestments deseribed in (1) ~ (2) of thia
subgectlon;

(3)
and loan associarions in Alaska which axe fully secured at all times as

savings certificates igsued by state chartered savings

to payments of prineipal and interest by investments described in (1) -
(2) of thle subsection;

(6)
fully secured at all times as to paymente of principal

deposits with mutual savings banks in Alasks which are

and interest by
{nvestmente described in (1) ~ (2) of this subsectlon;
(7) fixed-ternm certificates of indebtedness

'insu}ed credit unions which are fully secured at all times

of federally
as to payments

of principal aod lnterest by investments described in (1) - (2) of this

subsection
(8)

B nationally recoguized rating service;

corporate debt securities which are rated AA ox better by

(9) short-term corporate promissory notes of the highest
ratings assigned by a nationally recognized rating pervices

(10) bankers' acceptances drawa on and accepted by United
States banks ecach of which have & combined capital and surplus aggregab-
ing at least $200,000,000¢

(11

agreements belng any of the items in

the securities underlying the
(1) - (3) and (8) - (10) of this

repurchase agreements,

subgection;
(12) the guaranteed portion of Federal Small Business Adminis-
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tration loans;
(13) the portion of fivst lien real estate mortgages guaran-
teed by the Federal Veterans Aggociation;
(14)
the Rural Development Act of 1972 which are guaranteed by the Tarmer's
tome Administration;

(15) the guaranteed portion of Farmer's Home Administration
loans; I

(16)

the mortgages are insured by a private mortgage insurance corporation

surplus and resarves aggregating at least §20,000,0001 the minimum
coverage shall be 10 pevcent for loans having a loan-to-value ratio of
leas than 90 percent, and the ﬁinimum covarage shall be 20 percent for
loans having a loan-to-value ratio of 90 percent or moxe,

(h) The board may enter into future contracts for the gale of
tnvestments purchased undexr (g) of this section only for the purpose of
hedging an existing equivalent ownership position in these securities,

(1) Inveatments undex .g)(8) of this section may not exceed 2§
percent of the total lnvestments of the Alaska permanent fund, Invest~
ments undexr (g)(16) of this section may not exceed in the aggregate 15
percent of the total investments of the Alaska permanent fund.

(j) The assets of the Alaska permanent fund may not be used for
the puxchase of bonds of a corporation, apon which any regular interest
payment has been defanlted within Five yeaxs before purchase, except
bonds nevexr in default but which have been outstanding for less than
five years,

(k)
modify guldelines for the lnvestment of the assets of the corporation.

=10~ FCCSSB 161

The board ghall establish and from time to Lime as necessary
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Before adoption of any guidelines the guidelines ghall be reported to
the Leglslative Budget and Audit Commlttee for review and comment.
(1) The board shall invest the assets of the corporation in in-
state investments to the extent in-gtate investments ate/available if

the in-state investmentsa
(1) have a trisk level and expected yleld comparable to alter-

nate investment opportunities;) and
(2) are included in the list of permissible Investments in

(g) of thls section.
Sec. 37,13.130, GAINS AND LOSSES. At the end of each fiscal year,
sales of securities, mnol offmet by

the total amount of losses on the

galna on the sales of securities during that yeax, shall be computed,

with a portion of these 1osses to be deducted each figcal year from the

{ncome and the resulting amount of Iincome added to the princlpal of the

Alaska permanent fund, Losses taken on the sales of securities shall be

accumulated over a perdod equal to the average yemaining life of the

gecurities sold, unless thesa losses &rc offsat by gains on future sales

of securities, In any flscal year in which the gains on the gsales of

gecurities exceed the losses on the sales of securities, the excess

shall be added to the principal of the Alaska permanent fund,

Sec, 37.13,140, INCOME, The interest recelved in a yeai is the
income of the corporation foy that year. The income available for
disbursement shall be determined on an averaglng basis. TFor the first
five years, income will be the simple averaging of the annual current
return at cost, Subsequently, there will be & moving average current

return, in which the latest figcal year will replace the oldest year.

The income available for disbursement will be the lesser of the latest
fiscal year's income, ot the average annual curvent income for the past
five fiscal years of the Alagka permanent fund at cost, and after

<11~ FCCSSB 161
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adjustment for capital losses charged to that Fiscal year, .
Sec, 37,13.150, BOARD BUDGKT. The operating budget of the board

is from the general fund and 18 subject to the Executive Budget Act
(AS 37,07),

Sec, 37,13,160,

AUDITS, The Leglelative Budget and Audit Conmt.tw

tee shall provide for sn annual post audit and annval operational angd

performance evaluations of the corporation’s Investments and investment
programs,

See. 37.13.170. REPORTS AND PUBLICATIONS.

By Ssptember 30 of egonsly
year, the board shall publish g report of the corporation Ffor digtribu-

tion to the governer, leglalatura, and the public, The report shall be
written in easily understandable language. 'The report must inelude

financial statements audited by independent outside auditors, a state-
ment of the amount of money received by the Alaska permsnent fund from
each investment during the period covered, a gtatement of investments o
the corporstion ineluding an appraisal at market value, a descxiption o
cérporation lovestment activity during the pexriod covered by the report

& comparison of the corporation performance with the intended goals
contained in AS 37,13,020

» an examination of the Impact of the invest-
ment criteria of this chapter on

the corporation portfolio with recome

mendations of any needed changes, and any other information the board

believes would be of inters st to the governor,
public.

the legislature, and the

The annual income statement and balance sheet of the Corporg-

tion shall be published in at least one newspaper In each judiefal

district, The income statement and balance sheet for the two fiscal

years preceding the publication of the election panphlet
shall be included in that pamphlet,
Sec, 37,13,180,

under AS 15.57

TAX EXEMPTYION.
Laxes and assessments in the state,

The corporation is exempt from all

All security instruments Lsaued by

-12- FCOSSB 161 :
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_ the corporation, their transfer, and thelr income are exempt from all
. taxes and assessmente Iin the state.

Sec. 37.13,190, POLITICAL ACTIVITIES, The resources of the cor-
poration may not be used to finance ox influence political activities.

Sec. 37,13,200, PUBLIC ACCESS TO INFORMATION, Information in the
possession.of the corporation is a publie record, except that infor-
mation which discloses the particulars of the business or affairs of a
private enterprise or investor 1s confldential and is not a public
record. Confidential information may be digclosed ounly for the purposes
of an official law enforcement investigation or when its production 1s
required in a court proceeding. These restrictions do mot prohlbit the
publication of statlstics presented in a wmanner that prevents the iden~
tification of partilcular reports, items, persons, or enterprises,

Sec. 37.13.210. DEFINITIONS, In this chapter,

(1) "board" means the Board of Trugtees of the Alaska Per-

menent Fund Corporation;

(2 “eorporation’ means the Alaska Permanent Fund Corpora-

tion.
% Sec. 6, AS 38,05,180(g) is amended to read:
(g) The share of the net profit derived from a lease reserved to

the state under (f) of this section is royalty gsale proceeds for the
purposes of the Alaska permanent fund under AS 37,13.010 (AS 37.10,065]
and the Alaska renewable resources development fund under AS 37.11,020.
% Bec. 7. AS 39.25,110 is amended by adding a new paragraph to vead:
(22) wmembers of the board of trustees, the executive dixector,
and staff of the Alagka Permanent Fund Corporation.
% Sec. 8., AS 39.50,200(9) is amended by adding a new subparagraph to

read;

(58) Board of Trustees and executive director of the
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2 * Sec, 9, TRANSITION,
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accordance with Ag 01.10.070(¢e),

Chapter 18

Alaska Permanent Pung Corporation,

corporation, Notwithstanding As 37.10.065(&),

may invest the money in the Alaskg Permanent fy
scribed in AS 37.13, -

the commissioner of revaenya

nd in the investments de-

* Bee, 10, AS 37,120,065 tg repealed,

* Sec, 11, Section 10 of this Act takes effect upon transfer of

Alaska permanent fund to the Alaska Permanent Fund Cor
8ec. 9 of this Act,

the

poration as provided 1,

The remainder of this Act takes effect immediately tn
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