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In tro d u c e d : 2/14/79
R e fe rre d : Finance

BY T HE  R U L E S  C O M M I T T E E  BY
N  T H E  H O U S E  R E Q U E S T  O F  THE G O V E R N O R

H O U S E  B I L L  NO. 208 

IN T H E  L E G I S L A T U R E  O F  T H E  STATE O F  A L A S K A  

E L E V E N T H  L E G I S L A T U R E  - FIRST S E S S I O N  

A  B I L L

'or a n  A c t  entitled: " A n  Act r e l a t i n g  to pens i on  fund i n v e s t m e n t s ;  a n d

p r o v i d i n g  for a n  e f f e c t i v e  date."

IE IT E N A C T E D  BY THE L E G I S L A T U R E  OF  T H E  STATE O F  ALAS K A :

* S e c t i o n  1. AS 1 4 . 2 5 .1 8 0 ( b )  is a m e n d e d  to read:

(b) When, in the o p i n i o n  o f  the c o m m i s s i o n e r  o f  a dm i n i s tration, 

t h e r e  is o n  han d  in the r e t i r e m e n t  fund a surp l u s  o v e r  and a b o v e  a 

r e a s o n a b l y  safe a m o u n t  to take c a r e  of curr e n t  d e m a n d s  upo n  the fund, 

the s u r p l u s  or so m u c h  o f  it as in the j u d g m e n t  of t h e  c o m m i s s i o n e r  of 

a d m i n i s t r a t i o n  is c o n s i d e r e d  p r o p e r  ma y be i n v e s t e d  b y  the co m m i s s i o n e r  

of r e v e n u e  in (1) b o n ds  or o t h e r  i n t e r e s t - b e a r i n g  o b l i g a t i o n s  an d 

s e c u r i t i e s  of the U n i t e d  States o r  an agency of the U n i t e d  States, a 

state o f  the U n i t e d  States, or a p o l i t i c a l s u b d i v i s i o n  of any state of 

the U n i t e d  States, if the p o l i t i c a l  su b d i v i s i o n  ha s  a p o p u l a t i o n  as 

s h o w n  b y  the last fede ra l  census p r e c e d i n g  the i n v e s t m e n t  of n o  less 

than 3 0 , 0 0 0  inhabitants, except n o  p o p u l a t i o n  l i m i t a t i o n  appl i e s  to a 

p o l i t i c a l  s u b d i v i s i o n  of this state; (2) first lien r e a l  e s t a t e  m o r t­

gage s e c u r i t i e s  i n s u r e d  by the F e d e r a l  H o u s i n g  A d m i n i s t r a t i o n  u n d e r  

the N a t i o n a l  H o u s i n g  Ac t of the U n i t e d  States, or h e l d  by the D e p a r t­

me n t  o f  C o m m e r c e  a n d  E c o nomic D e v e l o p m e n t , o r  the D e p a r t m e n t  o f  Natural 

R e s o u r c e s ;  (3) c o r p o r a t i o n  bonds, an d  p r e f e r r e d  a n d  c o m m o n  st oc k s  the 

p r i n c i p a l ,  interest, or d i v i d e n d s  o f  w h ic h  are p a y a b l e  in e i t h e r  

U n i t e d  S t a t e s  d o l l a r s  or f o r e i g n c u r r e n c i e s  as the c o m m i s s i o n e r  o f  

r e v e n u e  co n s i d e r s  p r o p e r  i n v e s t m e n t s  for the funds; (4) shares of  

f e d e r a l l y  c h a r t e r e d  savings a n d  l o a n  a s s o c ia t i o n s  i n  Alaska, t o  the
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e x t e n t  that t h e  i n v e s t m e n t  is i n s u r e d  b y  the f e d e r a l  g o v e r n m e n t  o r  b y  

a n  a g e n c y  o f  the f e d e r a l  g o v e r n m e n t ;  (5) d e p o s i t s  w i t h  m u t u a l  s a v i n g s  

b a n k s  in A l a s k a ,  to the e x t e n t  tha t  the i n v e s t m e n t  is i n s u r e d  b y  the 

f e d e r a l  g o v e r n m e n t  o r  an a g e n c y  o f  the f e d e r a l  g o v e r n m e n t ;  (6) d e p o s i t s  

w i t h  s t a t e  a n d  n a t i o n a l  b anks in A l a s k a  to the e x t e n t  t h a t  the i n v e s t­

m e n t  is i n s u r e d  by th e f e d e r a l g o v e r n m e n t  or an a g e n c y  o f  the f e d e r a l  

g o v e r n m e n t ;  (7) loans g u a r a n t e e d  by the d i v i s i o n  of v e t e r a n s '  a f f a i r s  

u n d e r  A S  2 6 . 1 5 . 0 4 0 ( b ) ;  (0) [ d e leted] (9) the g u a r a n t e e d  p o r t i o n  o f  

S m a l l  B u s i n e s s  A d m i n i s t r a t i o n  loans; (10) first l i e n  r e a l  e s t a t e  

m o r t g a g e s  g u a r a n t e e d  b y  the f e d e r a l  V e t e r a n s  A d m i n i s t r a t i o n ;  (11) 

n o t e s  s e c u r e d  b y  m o r t g a g e s  o f  c o m m e r c i a l  o r  r e s i d e n t i a l  r e a l  e s t a t e  or  

o t h e r  s e c u r i t y  if t h e m o r t g a g e s  are i n s u r e d  b y  a p r i v a t e  m o r t g a g e  

i n s u r a n c e  c o r p o r a t i o n  w h i c h  is a u t h o r i z e d  to do b u s i n e s s  in A l a s k a  a n d  

has c o m b i n e d  c a p ital, surplus a n d  r e s e r v e s  a g g r e g a t i n g  at least 

$ 2 0 , 0 0 0 , 0 0 0 ;  ho w e v e r ,  (A) no m o r t g a g e  i n s u r a n c e  is n e c e s s a r y  for 

c o m m e r c i a l  l o a n s  h a v i n g  l o a n - t o - v a l u e  r a t i o s  of  less t h a n  50 p e r  c e n t  

a n d  the m i n i m u m  c o v e r a g e  of o t h e r  c o m m e r c i a l  loans s h a l l  b e  10 p e r  

cen t for t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  o f  50 - 60 p e r  cen t  a n d  15 

pe r  c e n t  fo r  those h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  t h a n  60 p e r  

cen t b u t  n o  m o r e  t h a n  75 pe r  cent, a n d  (B) n o  m o r t g a g e  i n s u r a n c e  is 

n e c e s s a r y  f o r  r e s i d e n t i a l  l o a n s  h a v i n g  a l o a n - t o - v a l u e  r a t i o  o f  less 

t h a n  70 p e r  c e n t  a n d  the m i n i m u m  c o v e r a g e  o f  o t h e r  r e s i d e n t i a l  l o a n s 

s h a l l b e  10 p e r  cent for t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  

t h a n  70 p e r  c e n t  b u t  less t h a n  90 p e r  c e n t  a n d  20 p e r  c e n t  for t h o s e  

h a v i n g  a l o a n - t o - v a l u e  r atio o f  90 p e r  c ent; (12) c o n v e n t i o n a l  r e s i d e n­

tial m o r t g a g e s  if t h e  o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  r e t a i n s  at 

l e a s t  25 p e r  ce n t  o f  the m o r t g a g e  f o r  a m i n i m u m  o f  t wo  y e a r s ;  (13) 

n o t e s  s e c u r e d  b y  m o r t g a g e s  o f  c o m m e r c i a l  r e a l  e s t a t e  i f  t h e  o r i g i n a t i n g  

f i n a n c i a l  i n s t i t u t i o n  r e ta i n s  a t  l e a s t  25 p e r  c e n t  o f  t h e  m o r t g a g e ;
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(14) F H A  g u a r a n t e e d  p o r t i o n  of b u s i n e s s  a n d  i n d u s t r i a l  l o a n s  m a d e  

u n d e r  t h e  R u r a l  D e v e l o p m e n t  A c t  of 1972; (15) g u a r a n t e e d  p o r t i o n  o f  

l oans m a d e  u n d e r  t h e  F e d e r a l  S h i p  F i n a n c i n g  A c t  of 1972. N o  m o r e  t h a n  

25 p e r  c e n t  o f  the s u r p l u s  m a y  b e  i n v e s t e d  in m o r t g a g e  s e c u r i t i e s  o f  

t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t , a n d  t h e  s t a t e  

s h a l l  a p p r o p r i a t e  s u f f i c i e n t  m o n e y  fro m  t h e  g e n e r a l  f u n d  t o  r e i m b u r s e  

the t e a c h e r s '  r e t i r e m e n t  s y s t e m  for any l o s s e s  i n c u r r e d  a s  a r e s u l t  of  

f a i l u r e  o f  th e  o b l i g o r s  t o  pay o n  the n o t e s .  No m o r e  t h a n  $ 4 0 0 , 0 0 0  o f  

the s u r p l u s  m a y  b e  i n v e s t e d  a n n u a l l y  in t h e  m o r t g a g e  s e c u r i t i e s  o f  the 

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  a n d  the s t a t e  s hall a p p r o p r i a t e  

s u f f i c i e n t  m o n e y  f r o m  t h e  g e n e r a l  fund to r e i m b u r s e  the t e a c h e r s '  

r e t i r e m e n t  s y s t e m  for a n y  losses i n c u r r e d  a s  a r e s u l t  o f  f a i l u r e  o f  

the o b l i g o r s  to p a y  on t h e  notes; (16) b o n d s ,  d e b e n t u r e s ,  n o t e s ,  or  

o t h e r  o b l i g a t i o n s  i s s u e d ,  g u a r a n t e e d ,  o r  a s s u m e d  as to b o t h  p r i n c i p a l  

a n d  i n t e r e s t  b y  th e  g o v e r n m e n t  o f  the D o m i n i o n  of C a n a d a ,  o r  b y  a n y  

p r o v i n c e  o f  C a n a d a ,  or b y  an y  m u n i c i p a l i t y  o f  C a n a d a  w h i c h  h a s  a 

p o p u l a t i o n  o f  n o t  less t h a n  150,000, if (A) the full f a i t h  a n d  c r e d i t  

o f  the issu e r,  g u a r a n t o r ,  o r  a s s u m e r  of t h e  bonds, d e b e n t u r e s ,  n o t e s ,  

o r  o t h e r  o b l i g a t i o n s  is p l e d g e d  for the p a y m e n t  o f  p r i n c i p a l  a n d  

i n t e r e s t  o n  them, (B) t h e  p r i n c i p a l  and i n t e r e s t  o n  t h e m  is p a y a b l e  in 

U n i t e d  S t a t e s  c u r r e n c y ,  e i t h e r  u n c o n d i t i o n a l l y  or at th e  o p t i o n  o f  the 

h o l d e r ,  a n d  (C) t h e s e  o b l i g a t i o n s  are r a t e d  A  or a n  e q u i v a l e n t  q u a l i t y  

b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  o r g a n i z a t i o n ;  (17) b a n k e r s '  a c c e p t­

an c e s  w h i c h  a r e  e l i g i b l e  f o r  d i s c o u n t  at t h e  F e d e r a l  R e s e r v e  B a n k  a n d  

n e g o t i a b l e  t i m e  c e r t i f i c a t e s  o f  d e p o s i t  i s s u e d  by c o m m e r c i a l  b a n k s .

*  Sec. 2. A S  1 4 . 2 5 . 1 8 0 ( b )  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

(18) f o r e i g n  t i m e  d e p o s i t s  o f  b o t h  U n i t e d  S t a t e s  o w n e d  a n d  

f o r e i g n  o w n e d  b a n k s  a n d  t r u s t  c o m p a n i e s  d e n o m i n a t e d  i n  e i t h e r  U n i t e d  

S t a t e s  d o l l a r s  o r  f o r e i g n  c u r r e n c i e s ,  t h o s e  h o l d i n g s  n o t  t o  e x c e e d  25
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per cent of total invested funds;

(19) s e c u r i t i e s  o f  f o r e i g n  g o v e r n m e n t s ,  f o r e i g n  g o v e r n m e n t a l

a g e n c i e s ,  a n d  f o r e i g n  c o r p o r a t i o n s  the p r i n c i p a l ,  i n t e r e s t  o r  d i v i d e n d s

o f  w h i c h  are p a y a b l e  in e i t h e r  U n i t e d  S t a t e s  d o l l a r s  or f o r e i g n  c u r r e n­

cies, tho s e h o l d i n g s  n o t  to e x c e e d  15 p e r  cen t  of the t o t a l  i n v e s te d  

fund;

(20) g o l d  b u l l i o n ,  s i l v e r  b u l l i o n ,  an d  p l a t i n u m  n o t  to

e x c e e d  in a g g r e g a t e  15 p e r  cent  o f  t otal i n v e s t e d  funds.

* Sec. 3. AS 1 4 . 2 5 . 1 8 0  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

(g) T h e  c o m m i s s i o n e r  of r e v e n u e  m a y  e n t e r  into f u t u r e s  c o n t r a c ts  

f o r  t h e  sale o f  f o r e i g n  c u r r e n c i e s  for the p u r p o s e  of h e d g i n g  an 

e x i s t i n g  tim e d e p o s i t  in t hat c u rrency.

(h) T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  e n t e r  into f u t u r e s  c o n tr a c t s 

f o r  t h e  sale o f  o b l i g a t i o n s  of the U n i t e d  St a t e s  or a g e n c i e s  or 

i n s t r u m e n t a l i t i e s  o f  the U n i t e d  S t a t e s  fo r the p u r p o s e  o f  h e d g i n g  an  

e x i s t i n g  e q u i v a l e n t  o w n e r s h i p  p o s i t i o n  in these s e c u r i t i e s .

(i) T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  e n t e r  into f u t u r e s  c o n tr a c t s  

f o r  t h e  p u r c h a s e  a n d  s a l e  o f  gold, silver, a n d  p l a t i n u m  f o r  the p u r p o s e  

o f  h e d g i n g  a n  e x i s t i n g  e q u i v a l e n t  o w n e r s h i p  p o s i t i o n  in t h e s e  metals.

(j) T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  t r a n s f e r  at a n y  t i m e  a p o r t i o n  

o f  t h e  a s s e t s  o f  the r e t i r e m e n t  f u n d  to a n y  trust w h i c h  is q u a l i f i e d  

u n d e r  sec. 4 0 1 ( a )  a n d  e x e m p t  f r o m  t a x a t i o n  u n d e r  sec. 50 1 ( a )  of the 

I n t e r n a l  R e v e n u e  C o d e  o f  1954, as a m e n de d ,  a n d  is m a i n t a i n e d  as a 

m e d i u m  for p o o l i n g  a p o r t i o n  o f  the f u n d s  o f  p e n s i o n  an d  p r o f i t  s h a r i n g  

t r u s t s  for d i v e r s i f y i n g  i n v e s t m e n t s  in r e a l  e s t a t e  a n d  i n t e r e s t s  in 

r e a l  esta t e .

(k) The commissioner of revenue may enter into any contract or 

trust agreement necessary to effectuate the transfer of assets or 

maintain the assets to be transferred to a trust under (j) of this
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section.

Sec. 4. AS 39. 2 5 . 1 1 0 (a )  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  to read:

(18) foreign time d e p o s i t s  of b o t h  U n i t e d  States o wn e d  an d 

fore i g n  o w n e d  b a n k s  and trust c o m p a n i e s  d e n o m i n a t e d  in ei t h e r  U n i t e d  

States d o l l a r s  or f o r e i g n c u r r e n c i e s ,  t h o s e  h o l d i n g s  no t  to e x c e e d  25 

per cen t  of t o t a l i n v ested funds;

(19) s ecurities o f  f o r e i g n  g o v e r n m e n t s ,  f o r e i g n  g o v e r n m e n t a l  

a g encies, a n d  f o r e i g n  c o r p o r a t i o n s  the p r i nc i p a l ,  interest, or d i v i­

dends o f  w h i c h  are p a y a b l e  in e i t h e r  U n i t e d  States doll a r s  or foreign 

c u r r encies, t hose h o l d i n g s n o t  to e x c e e d  15 per cent of the total 

i n v e s t e d  funds;

(20) gold bullion, s i l v e r  b u l lion, and p l a t i n u m  not to 

e x c e e d  in a g g r e g a t e  15 per c e n t  o f  total i n v e s t e d  funds.

Sec. 5. A S  3 9 . 3 5 . 1 1 0  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

(h) T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  enter into futures c o n t r a c ts 

for the sale o f  foreign c u r r e n c i e s  for the p u r p o s e  of h e d g i n g  an 

e x i s t i n g  tim e d e p o s i t  in that currency.

(i) Th e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  enter into futures c o n t r a c t s 

for the sale o f  o b l i g a t i o n s  o f  the U n i t e d  States or a g e n c i e s or i n s t r u­

m e n t a l i t i e s  o f  the U n i t e d  S t a t e s  for the p u r p o s e  of h e d g i n g  an e x i s t i n g  

e q u i v a l e n t  o w n e r s h i p  p o s i t i o n  in these s ecurities.

(j) T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  enter into futures c o n t r a c t s  

for the p u r c h a s e  and sale o f  gold, silver, and p l a t i n u m  for the p u r p o s e  

o f  h e d g i n g  an e x i s t i n g  e q u i v a l e n t  o w n e r s h i p  p o s i t i o n  in these meta l s .

(k) T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  t r a n s f e r  at a n y  time a p o r­

tion o f  the assets of the p e n s i o n  fund to any trust w h i c h  is q u a l i f i e d  

under sec. 401(a) an d  e x e m p t  f r o m  t a x a t i o n  u n d e r  sec. 501(a) of the 

Internal Revenue C ode o f  1954, as amended, and is m a i n t a i n e d  as a 

medium for p o o l i n g  a p o r t i o n  o f  the funds of p e n s i o n  a n d  pr o f i t  s h a r i n g
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t r u s t s  for d i v e r s i f y i n g  i n v e s t m e n t s  in r e a l  e s t a t e  a n d  i n t e r e s t s  in 

r e a l  estate.

(1) T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  e n t e r  into a n y  c o n t r a c t  or 

t r u s t  a g r e e m e n t s  n e c e s s a r y  to e f f e c t u a t e  the t r a n s f e r  o f  a s s e t s  o r  

m a i n t a i n  t h e  a s s e t s  to b e  t r a n s f e r r e d  to a t r u s t  u n d e r  (k) of t h i s  

s e c tion.

* Sec. 6. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.- 
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