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Introduced: 5/2/80
Referred: Finance

B Y  T H E  F I N A N C E  C O M M I T T E E
I N  T H E  H O U S E  B Y  R E Q U E S T

H O U S E  B I L L  NO. 1029 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF 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  - S E C O N D  S E S S I O N  

A B I L L

Fo r  a n  Ac t  ent i t le d :  "An Ac t r e l a t i n g  to i n v e s t m e n t  of surp l u s  funds in the

s t a t e  tre a s u ry ;  a n d  p r o v i d i n g  for an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. AS 3 7 . 1 0 . 0 7 0  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 3 7 . 1 0 . 0 7 0 .  I N V E S T M E N T  OF S U R P L U S  FUNDS. (a) W h e n  the c o m m i s­

sion e r  of r e v e n u e  d e t e r m i n e s  tha t  t h e r e  is in the s t a t e  t r e a s u r y  a 

su r p l u s  a b o v e a n  a m o u n t  s u f f i c i e n t  to m e e t  c u r r e n t  c a s h  e x p e n d i t u r e  

needs, the s u r p l u s  s hall b e  i n v e s t e d  at c o m p e t i t i v e  n a t i o n a l  m a r k e t  

r a t e s  u n l e s s  o t h e r w i s e  p r o v i d e d  b y  l a w  in a n y  of the follo w i n g :

(1) o b l i g a t i o n s  of, or o b l i g a t i o n s  i n s u r e d  or g u a r a n t e e d  by, 

th e  U n i t e d  S t 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  of the U n i t e d  States;

(2) o b l i g a t i o n s  s e c u r e d  b y  r e s e r v e s  p a i d  in b y  t h e  U n i t e d  

S t 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  of the U n i t e d  S t a t e s  or o b l i g a­

tions of c o r p o r a t i o n s  i n  w h i c h  th e  U n i t e d  St a t e s  is a s h a r e h o l d e r  or 

m e m b e r ;

(3) c e r t i f i c a t e s  of d e p o s i t  i s s u e d  b y  U n i t e d  S t at e s  d o m e s t i c  

b a n k s  w h i c h  ar e  m e m b e r s  of the F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  for 

w h i c h  a g e n e r a l l y  r e c o g n i z e d  s e c o n d a r y  m a r k e t  e x i s t s  or w h i c h  are securec 

f u l l y  at all t imes as to the p a y m e n t  of p r i n c i p a l  an d  i n t e r e s t  in a c c o r d­

an c e  w i t h  A l a s k a  law;

(4) c o r p o r a t e  d ebt s e c u r i t i e s  w i t h  a m i n i m u m  r a t i n g  of "Baa" 

or the e q u i v a l e n t  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  an d  the 

p r e f e r r e d  an d  c o m m o n  stocks of c o m p a n i e s  w h i c h  h a v e  p a i d  d i v i d e nd s 

c o n t i n u o u s l y  for the l ast t h r e e  years;
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(5) c o m m e r c i a l  p a p e r  b e a r i n g  the h i g h e s t  r a t i n g  of a n a­

ti 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 ;

(6) the p o r t i o n  of f i r s t  l i e n  real e s t a t e  m o r t g a g e s  g u a r a n­

te e d  b y  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  of the U n i t e d  

S t a t e s ;

(7) the p o r t i o n  of b u s i n e s s  and i n d u s t r i a l  loans g u a r a n t e e d  

b y  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  of th e  U n i t e d  

States?

(8) loans i n s u r e d  b y  the U n i t e d  S t 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  of th e  U n i t e d  States;

(9) c o n v e n t i o n a l  r e s i d e n t i a l  m o r t g a g e s  if the o f f e r i n g  f i n a n­

cial i n s t i t u t i o n  r e t a i n s  at l east 25 p e r c e n t  of the m o r t g a g e  for a 

m i n i m u m  of two y e a r s ;

(10) n o t e s  s e c u r e d  b y  m o r t g a g e s  of c o m m e r c i a l  b u i l d i n g s  if the 

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 east 25 p e r c e n t  of the 

m o r t g a g e  u n t i l  m a t u r i ty ;

(11) o t h e r  loans s e c u r e d  b y  real  p r o p e r t y , if the o f f e r 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 st  3 3 - 1 / 3  p e r c e n t  of the m o r t g a g e  

u n t i l  m a t u r i t y ;

(12) s e c u r i t i e s  of 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 ,  an 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  or d i v i d e n d s  

of w h i c h  ar e  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 rs  or f o r e i g n  c u r r e n­

cies ;

(13) gold b u l l i o n,  c e r t i f i e d  as to f i n e n e s s  of at l east 90

p e r c e n t ;

(14) bankers a c c e p t a n c e s  d r a w n  on  a n d  a c c e p t e d  b y  banks w i t h  a 

c o m b i n e d  c a p i t a l  an d  s u rp l u s  a g g r e g a t i n g  at l e a s t $ 2 0 0 , 0 0 0 , 0 00 ;

(15) shares of f e d e r a l l y  c h a r t e r e d  s a v i n g s  a n d  loan a s s o c i a­

tions in A l a s k a  w h i c h  are f u l l y  s e c u r e d  at all t imes as to the p a y m e n t
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o f  p r i n c i p a l  an d  i n t e r e s t  in a c c o r d a n c e  w i t h  A l a s k a  law;

(16) s a v i n g s  c e r t i f i c a t e s  i s s u e d  b y  s t a t e - c h a r t e r e d  s a v i n g s  

a n d  loa n  a s s o c i a t i o n s  in A l a s k a  w h i c h  are f u l l y  s e c u r e d  at all t i m e s as 

to the p a y m e n t  of p r i n c i p a l  a n d  i n t e r e s t  i n  a c c o r d a n c e  w i t h  A l a s k a  law;

(17) 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  w h i c h  are 

f u l l y  s e c u r e d  at all t i m e s  as to the p a y m e n t  of p r i n c i p a l  an d  i n t e r e s t  ir 

a c c o r d a n c e  w i t h  A l a s k a  law;

(18) f i x e d - t e r m  c e r t i f i c a t e s  of i n d e b t e d n e s s  of f e d e r a l l y  

i n s u r e d  c r e d i t  u n i o n s  i n  A l a s k a  w h i c h  a r e  f u l l y  s e c u r e d  at all t i me s  as 

to th e  p a y m e n t  of p r i n c i p a l  a n d  i n t e r e s t  in a c c o r d a n c e  w i t h  A l a s k a  law;

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

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  in e i t h e r  U n i t e d  

St 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 ;

(20) n o t e s  s e c u r e d  b y  m o r t g a g e s  of c o m m e r c i a l  or r e s i d e n t i a l  

b u i l d i n g s  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  and h a s  c o m b i n e r  

c a p i ta l ,  s u r p l u s  a n d  r e s e r v e s  a g g r e g a t i n g  at l e a s t  $ 2 0 , 0 0 0 , 0 0 0 ;  h o w e v e r ,

(A) m o r t g a g e  i n s u r a n c e  is n o t  n e c e s s a r y  for c o m m e r c i a l  

loans 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 is 10 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 a t i o  of 5 0 - 6 0  p e r c e n t  a n d  15 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 a t i o  g r e a t e r  t h a n  60 p e r c e n t  but no 

m o r e  t h a n  75 p e r c e n t;  an d

(B) m o r t g a g e  i n s u r a n c e  is no t  n e c e s s a r y  for r e s i d e n t i a l  

loans h a v i n g  a l o a n - t o - v a l u e  r a t i o  of 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  of o t h e r  r e s i d e n t i a l  loans is 10 p e r c e n t  f o 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  70 p e r c e n t  but less t h a n  

90 p e r c e n t  an 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 a t i o  of 

90 p er c e n t .
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(b) To  q u a l i f y  as a m o r t g a g e  or s e c u r e d  l o a n  w h i c h  may be p u r c h a s e d  

b y  the s t a t e  u n d e r  (a)(9), (10), or (11) of this section, the m o r t g a g e

or s e c u r e d  loa n  m u s t

(1) be s e c u r e d  b y  real e s t a t e  in the states

(2) h a v e  as a m o r t g a g o r  a n  A l a s k a n  r e s i d e n t  or a c o r p o r a t i o n  

i n  w h i c h  at l ea s t  50 p e r c e n t  of the s t o c k  is o w n e d  b y  A l a s k a  r e s i d e n t s ;

(3) be c e r t i f i e d  b y  the o r 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  that 

th e  lo a n  b e i n g  s o l d  ha s  b e e n  m a d e  in c o m p l i a n c e  w i t h  l a w  a n d  t hat liens 

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

(4) n o t  h a v e  b e e n  h e l d  b y  the 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

ti o n  for a p e r i o d  g r e a t e r  t h a n  90 d a y s .

(c) W h e n  m o r e  t h a n  t h r e e  p e r c e n t  of the a g g r e g a t e  of all loans 

p u r c h a s e d  f r o m  a f i n a n c i a l  i n s t i t u t i o n  b e c o m e s  60 days d e l i n q u e n t,  the 

s t a t e  s h a l l  d i s c o n t i n u e  p u r c h a s i n g  loans f r o m  t hat f i n a n c i a l  i n s t i t u t i o n  

u n t i l  the d e l i n q u e n c y  is r e d u c e d  to less t h a n  t h r e e  p e r c e n t .

(d) In m a k i n g  i n v e s t m e n t s ,  the c o m m i s s i o n e r  of r e v e n u e  shall 

e x e r c i s e  the j u d g m e n t  an d  care u n d e r  the c i r c u m s t a n c e s  t h e n  p r e v a i l i n g  

w h i c h  an i n s t i t u t i o n a l  i n v e s t o r  of o r d i n a r y  p r u d e n c e , d i s c r e t i o n ,  and 

i n t e l l i g e n c e  e x e r c i s e s  in the m a n a g e m e n t  of large i n v e s t m e n t s  e n t r u s t e d  

to it not in r e g a r d  to s p e c u l a t i o n  but in r e g a r d  to the p e r m a n e n t  d i s p o­

si t i o n  of f u n d s , c o n s i d e r i n g  p r o b a b l e  s a f e t y  of c a p i t a l  as w e l l  as 

p r o b a b l e  income.

(e) E x c e p t  as p r o v i d e d  in this secti o n ,  the c o m m i s s i o n e r  of revenue

m a y

(1) i n v e s t  and r e i n v e s t  the p r i n c i p a l  an d i n c o m e  w i t h o u t  

d i s t i n c t i o n  b e t w e e n  p r i n c i p a l  a n d  i n c o m e ;

(2) sell, e x c h a n g e , convey, t r a n s f e r , or o t h e r w i s e  d i s p o s e  o f { 

an i n v e s t m e n t  of the g e n e r a l  f u n d  b y  p r i v a t e  c o n t r a c t  or at p u b l i c  

a u c t io n ;
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(3) v o t e  u p o n  a stock, bond, or o t h e r  s e curity; g ive a gene r a l  

or s p e c i a l  p r o x y  or p o w e r  of a t t o r n e y  w i t h  or w i t h o u t  p o w e r  of s u b s t i t u­

tion; e x e r c i s e  a c o n v e r s i o n  p r i v i l e g e , s u b s c r i p t i o n  r i g h t , or o t h e r  

o p t i o n  a n d  m a k e  p a y m e n t s  i n c i d e n t a l  to it; c o n s e n t  to or p a r t i c i p a t e  in

a c o r p o r a t e  r e o r g a n i z a t i o n  or o t h e r  c h a n g e  a f f e c t i n g  c o r p o r a t e  s e c u r i­

ties , d e l e g a t e  d i s c r e t i o n a r y  p o w e r , p a y  a n  a s s e s s m e n t  or c h a r g e  in 

c o n n e c t i o n  w i t h  the d e l e g a t i o n ;  a n d  g e n e r a l l y  e x e r c i s e  a n y  of the p o w e r s  

of a n  o w n e r  w i t h  r e s p e c t  to s t o c k s , b o n d s , s e c u r i t i e s , or o t h e r  i n v e s t­

m e n t s  h e l d  in the g e n e r a l  fund;

(4) m a ke ,  e x e c u t e,  a c k n o w l e d g e , a n d  d e l i v e r  d o c u m e n t s  of 

t r a n s f e r  a n d  c o n v e y a n c e  an d  i n s t r u m e n t s  n e c e s s a r y  or a p p r o p r i a t e  to 

c a r r y  out the p o w e r s  granted;

(5) r e g i s t e r  i n v e s t m e n t s  h e l d  in the n a m e  of the state;

(6) do all acts w h e t h e r  or no t e x p r e s s l y  a u t h o r i z e d  w h i c h  ar e  

c o n s i d e r e d  n e c e s s a r y  or p r o p e r  for the p r o t e c t i o n  of the i n v es t m e n t s .

(f) 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 i nto f u t u r e s  c o n t r a c t s

f or the sale of i n v e s t m e n t s  p u r c h a s e d  u nd e r  (a) of this s e c t i o n  o n l y  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 

t h e s e  i n v e s t m e n t s .

(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  i nto c o n t r a c t s  for

s e r v i c e s  p r o v i d i n g  i n v e s t m e n t  a d v i c e , c u s t o d y  of s e c u r i t i e s , an d  e x e c u­

ti o n  of t r a n s a c t i o n s , in or out of A l a s k a .

(h) Th e  c o m m i s s i o n e r  of r e v e n u e  s h al l  i n v e s t  all funds a v a i l a b l e  I 

u n d e r  this s e c t i o n  in i n v e s t m e n t s  in A l a s k a  to the e x t e n t  i n v e s t m e n t s  in 

A l a s k a  are a v a i l a b l e  if i n v e s t m e n t s  in A l a s k a

(1) h a v e  a r i s k  level c o m p a r a b l e  to a l t e r n a t e  i n v e s t m e n t  

o p p o r t u n i t i e s ; an d

(2) a r e  i n c l u d e d  in the list of p e r m i s s a b l e  i n v e s t m e n t s  in I

(a) of this s e c ti o n .  . I
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(1) " m o r t g a g e "  m e a n s  a p l e d g e  or s e c u r i t y  of p a r t i c u l a r  

p r o p e r t y  for the p a y m e n t  of a debt or the p e r f o r m a n c e  of some o t h e r  

o b l i g a t i o n ,  w h a t e v e r  f o r m  t h e  t r a n s a c t i o n  m a y  take*,

(2) " r e s i d e n t "  m e a n s  a p e r s o n  d o m i c i l e d  in this state.

* Sec. 2. AS 16.,10.550; AS  2 6 .1 5 . 0 7 0 ( b )  ; A S  4 5 . 8 8 . 0 4 0 ( b )  ; A S  4 5 . 9 0 . 0 4 0 ( b )  ; 

a n d  AS 4 5 . 9 5 . 0 2 0 ( b )  are re pe a l e d .

* S e c . 3. S e c t i o n  2 of this Act t akes ef f e c t  J u l y  1, 1980.

* S e c . 4. S e c t i o n s  1, 3 a n d  4 of this Act tak e  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  AS 0 1 . 1 0 . 0 7 0 ( c ) .

(i) In this section
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