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I n t r o d u c e d :  2/13 / 7 9
R e f e r r e d :  S t a t e  A f f a i r s

a n d  F i n a n c e

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

S E N A T E  BILL NO. 226 

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  - F I R S T  S E S S I O N  

A  BILL

F o r  a n  A c t  entitled: " A n  A c t  r e l a t i n g  to m a n a g e m e n t  of the A l a s k a  P e r m a n e n t

Fund; 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 . "

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

* S e c t i o n  1. AS 37 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  13. A L A S K A  P E R M A N E N T  FUND.

Sec. 37.13.010. A L A S K A  P E R M A N E N T  FUND. (a) U n d e r  art. IX, sec. 

15, o f  the A l a s k a  C o n s t i t u t i o n ,  there is e s t a b l i s h e d ,  as a s e p a r a t e  

fun d in the D e p a r t m e n t  o f  Revenue, the A l a s k a  P e r m a n e n t  Fund.

Sec. 37.13.020. P U R P O S E  OF T H E  P E R M A N E N T  FUND. T h e  p e r m a n e n t  

f u n d  is to p r o v i d e  a m e a n s  of c o n s e r v i n g  a p o r t i o n  o f  the s t a t e ' s 

r e v e n u e s  f r o m  m i n e r a l  r e s o u r c e s  for the b e n e f i t  of A l a s k a n s .  The 

p e r m a n e n t  fund is n o t  to be d e p l e t e d  bu t  r a t h e r  m a i n t a i n e d  in i n c o m e -  

p r o d u c i n g  i n v e s t m e n t s  to p r o v i d e  a c o n t i n u i n g  s t r e a m  o f  b e n e f i t s  to 

A l a s k a n s .

Sec. 3 7 .13.030. C O M P O S I T I O N  O F  T H E  P E R M A N E N T  FUND. (a) T h e  

p e r m a n e n t  fund c o n s i s t s  o f  at least 25 p e r  cent o f  all m i n e r a l  l e a s e 

r e n t a l s ,  r oy a l t i e s ,  r o y a l t y  sale p r o c e e d s ,  f e d e r a l  m i n e r a l  r e v e n u e  

s h a r i n g  p a yments, a n d  b o n u s e s  r e c e i v e d  t h r o u g h  FY 1981, a n d  w i l l  at 

the b e g i n n i n g  o f  F Y  1 982 i n c rease to at least 75 p e r  c ent o f  a l l 

m i n e r a l  lease r e n t a l s ,  royalties, r o y a l t y  s ale p r o c e e d s ,  a n d  f e d e r a l  

m i n e r a l  r e v e n u e  s h a r i n g  p a y m e n t s , a n d  100 p e r  c ent o f  the b o n u s e s  

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

m o n e y  f r o m  t h e s e  s o u r c e s  in the p e r m a n e n t  f u n d  at l e a s t  o n c e  e a c h  

m o n t h .
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(b) I n c o m e  f r o m  i n v e s t m e n t  o f  t h e  p e r m a n e n t  f u n d  d o e s  n o t  b e c o m e  

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

f u n d ,  e x c e p t  that  i n c o m e  in t h e  f o l l o w i n g  a m o u n t s  m a y  b e  r e t a i n e d  in 

t h e  f u n d  a n d  u s e d  as i n d i c a t e d :

(1) th e  a m o u n t  a p p r o p r i a t e d  to p a y  the c o r p o r a t i o n ' s  o p e r a t ­

i n g  a n d  a d m i n i s t r a t i v e  e x p e n s e s ,  u n d e r  A S  3 7 . 1 3 . 1 0 0 ;

(2) a n y  a m o u n t  a l l o c a t e d  to a r e s e r v e  a c c o u n t  e s t a b l i s h e d  

u n d e r  A S  3 7 . 1 3 . 1 8 0 .

(c) A l l  o f  t h e  r e v e n u e s  d e d i c a t e d  to t h e  A l a s k a  P e r m a n e n t  F u n d  

b y  the 1 9 7 6  a m e n d m e n t  to a r t i c l e  IX o f  the A l a s k a  C o n s t i t u t i o n  s h a l l  

b e  a d m i n i s t e r e d  as a t r u s t  f u n d  a n d  i n v e s t e d  b y  the c o m m i s s i o n e r  o f  

r e v e n u e  as p r e s c r i b e d  b y  A S  3 7 . 1 0 . 0 6 5 .  A n y  m o n e y  d e p o s i t e d  in the 

A l a s k a  P e r m a n e n t  F u n d  in a d d i t i o n  to that r e v e n u e  m u s t  b e  a l l o c a t e d  to 

t h e  A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n  a n d  i n v e s t e d  as p r e s c r i b e d  b y  

t h i s  c h a p t e r .

Sec. 3 7 . 1 3 . 0 4 0 .  A L A S K A  P E R M A N E N T  F U N D  C O R P O R A T I O N .  (a) T h e r e  

is e s t a b l i s h e d  t he  A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n .  T h e  c o r p o r a t i o n  

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

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

f r o m  the state. T h e  p u r p o s e  o f  th e  c o r p o r a t i o n  is to m a n a g e  a n d  

i n v e s t  the m o n e y  f r o m  t h e  A l a s k a  P e r m a n e n t  F u n d  a l l o c a t e d  to it in 

a c c o r d a n c e  w i t h  t h i s  c h a p t e r .

(b) T h e  c o r p o r a t i o n  h a s  a l l  p o w e r s  n e c e s s a r y  to c a r r y  o u t  t h e  

p u r p o s e s  o f  thi s  c h a p t e r  i n c l u d i n g  b u t  n o t  l i m i t e d  to t h e  f o l l o w i n g :

(1) sue and be sued;

(2) adopt a seal;

(3) have perpetual succession;

(4) adopt and amend policies and operational procedures 

w hi c h  are not inconsistent with this chapter;
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m a k e  a n d  e x e c u t e  c o n t r a c t s  and o t h e r  i n s t r u m e n t s

(6) in its o w n  n a m e ,  own, e x c h a n g e ,  t r a n s f e r ,  lease, r e n t  

c onve y ,  a c q u i r e ,  o r  d i s p o s e  o f  b y  o t h e r  m e a n s  rea l  a n d  p e r s o n a l  p r o­

p e r t y

Sec. 3 7 . 1 3 . 0 5 0 .  I N V E S T M E N T  O F  T H E  P E R M A N E N T  F U N D .  (a) T h e

c o r p o r a t i o n ' s  a l l o c a t i o n  f r o m  the A l a s k a  P e r m a n e n t  F u n d  m u s t  b e  i n v e s t e d  

in i n c o m e - p r o d u c i n g  i n v e s t m e n t s  of th e  f o l l o w i n g  t y p e s ,  w h i c h  i n v e s t­

m e n t s  m u s t  c o n f o r m  to t h e  p u r p o s e s  set o u t  in AS 3 7 . 1 3 . 0 2 0 :

(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, the U n i t e d  S t a t e s  o r  a n  a g e n c y  o r  i n s t r u m e n t a l i t y  o f  th e  U n i t e d

(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  the U n i t e d  

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

ga t i o n s  o f  c o r p o r a t i o n s  in w h i c h  the U n i t e d  S t a t e s  is a s h a r e h o l d e r  o r  

m e m b e r ;

(3) c e r t i f i c a t e s  o f  d e p o s i t  o r  t heir e q u i v a l e n t  i s s u e d  b y  

U n i t e d  S t a t e s  d o m e s t i c  b a n k s ,  s a v i n g s  a n d  loan i n s t i t u t i o n s  o r  c r e d i t  

u n i o n s  w h i c h  ar e  i n s u r e d  b y  the U n i t e d  S t a t e s  or a n  a g e n c y  o r  i n s t r u­

m e n t a l i t y  o f  the U n i t e d  S t a t e s  a n d  s e c u r e d  as to 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  i n  a c c o r d a n c e  w i t h  A l a s k a  law;

(4) c o r p o r a t e  i n v e s t m e n t - g r a d e  s e c u r i t i e s ;

(5) b a n k e r ' s  a c c e p t a n c e s  d r a w n  on and a c c e p t e d  b y  U n i t e d  

S t a t e s  b a n k s  w h i c h  e a c h  h a v e  a c o m b i n e d  c a p i t a l  a n d  s u r p l u s  a g g r e g a t i n g  

at l e a s t  $ 1 0 0 , 0 0 0 , 0 0 0 ;

(6) r e p u r c h a s e  a g r e e m e n t s ,  t h e  s e c u r i t i e s  u n d e r l y i n g  the 

a g r e e m e n t s  b e i n g  a n y  o f  t h e  items in (1) - (5) o f  thi s  s u b s e c t i o n ;

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

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

States;
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(8) c o n v e n t i o n a l  r e a l  estate m o r t g a g e s  s e c u r e d  by real

e s t a t e  in the s tate or o t h e r  c o l l a t e r a l  a l l o w e d  u n d e r  this chapter;

(9) d e p o s i t s  of f e d e r a l l y  i n s u r e d  savings and loan a s s o c i a­

tions n o t  to e x c e e d  10 per c e n t  of each savi n g s  and l oan a s s o c i a t i o n ' s

d e p o s i t s  e x c l u s i v e  o f  federal, state, a n d  m u n i c i p a l  d eposits;

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

i n s u r e d  c r e d i t  un i o n s  not to e x c e e d  10 p e r  cent of e a c h  c r e d i t  u n i o n ' s  

s h a r e s .

(b) T h e  c o r p o r a t i o n  m a y  m a k e  o t h e r  types of i n v e s t m e n t s  w h i c h  

ar e  n o t  f r e e l y  tra de d  o n  a r e c o g n i z e d  m a r k e t  only as e x p r e s s l y  a u t h o­

ri z e d  by  law.

(c) The d i r e c t o r  m a y e n t e r  into c o n t r a c t s  p r o v i d i n g  for i n v e s t­

ment, cus t o d y,  safekeeping, a n d  m a n a g e m e n t  of s e c u r i t i e s  and e x e c u t i o n  

o f  t r a n s a c t i o n s .

Sec. 37.13.060. G U A R A N T E E S  OF I N D E BT E D N E S S .  T h e  c o r p o r a t i o n  

may, f r o m  its income from the fund and for a r e a s o n a b l e  fee, g u a r a n t e e  

c o n s t r u c t i o n  of e l ec t r i c  g e n e r a t i n g  a n d  r e l a t e d  t r a n s m i s s i o n  f a c i l i t i e s  

w h i c h  h a v e  b e e n  r e c o m m e n d e d  b y  the A l a s k a  Power A u t h o r i t y  as to r e l i­

a b i l i t y  a n d  t e c hnical fea s ib i l i t y ,  w h i c h  h a v e  the l o w e s t  cost to the 

c o n s u m e r  o f  a v a i l a b l e  a l t er n a t i v e s , w h i c h  h ave b e e n  a p p r o v e d  by the 

i n v e s t m e n t  c o n m i t t e e  as to the fin a n c i a l  c o n d i t i o n  o f  the b o r r o w e r , 

a n d  w h i c h  h a v e  the final a p p r o v a l  o f  th e e x e c u t i v e  o v e r s i g h t  c o m m i t t e e ,  

a n d  t h e  g u a r a n t e e  for w h i c h  h a s  been s u b m i t t e d  as a p r o p o s i t i o n  at a 

s t a t e w i d e  e l e c t i o n  and b e e n  a p p r o v e d  b y  a m a j o r i t y  o f  t hose v o t i n g  o n  

t h e  q u e s t i o n .  Th e  a g g r e g a t e  o f  all g u a r a n t e e s  m a y  n o t  e x c e e d  100 p e r  

c e n t  o f  t h e  total assets o f  th e  corpo r a t i o n .

Sec. 37.13.070. R A T E  O F  INTEREST. T h e  rate o f  i n t e r e s t  c h a r g e d  

b y  t h e  c o r p o r a t i o n  o n  i n v e s t m e n t s  m a d e  u n d e r  AS 3 7 . 1 3 . 0 4 0  m u s t  a t  a l l  

t i m e s  b e  a t  least equal to t h e  m a r k e t  r a t e  o f  i n t e r e s t  a p p l i c a b l e  to
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the k i n d  o f  invest m e n t ,  less an a p p r o p r i a t e  s e r v i c i n g  fee.

Sec. 37.1 3 . 08 0 .  P O L I C Y  BOARD. (a) T h e r e  is e s t a b l i s h e d  the 

A l a s k a  P e r m a n e n t  Fund P o l i c y  Board, c o n s i s t i n g  o f  the c o m m i s s i o n e r  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 ,  the c o m m i s s i o n e r  of r e v e n u e ,  a n d 

f ive m e m b e r s  to b e  a p p o i n t e d  b y  the g o v e r n o r  w h o  s e r v e at h i s  p l e a s u r e .  

T h e  five a p p o i n t e d  m e m b e r s  m u s t  b e  A l a s k a  r e s i d e n t s  and  m a y  n o t  be 

e m p l o y e e s  o f  the state. T h e i r  t e r m  of o f f i c e  is f our y e a r s ,  a n d  t h e y

m a y  b e  r e a p p o i n t e d .  T e r m s  m u s t  b e  s taggered. Init i a l  t e rm s  ar e  o n e

y e a r  for o n e  memb e r,  two y e a r s  for two m e m b e r s ,  t hr e e  y e a r s  for o n e  

m embe r ,  a n d  fou r  years for on e  m e m b e r .

(b) T h e  c o m m i s s i o n e r  o f  r e v e n u e  s hall s e r v e  as the c h a i r m a n  o f  

the p o l i c y  board.

(c) A  q u o r u m  for the t r a n s a c t i o n  of p o l i c y  b o a r d  b u s i n e s s  c o n­

sists o f  at l e a s t  four m e m b e r s .  D e c i s i o n s  o f  the b o a r d  m u s t  be m a d e

b y  a m a j o r i t y  o f  the a p p o i n t e d  m e m b e r s .  T h e  p r o v i s i o n s  o f  A S  4 4 . 6 2 . 3 1 0  

a n d  4 4 . 6 2 . 3 1 2  a p p l y  to m e e t i n g s  o f  the board.

(d) A p p o i n t e d  m e m b e r s  o f  the p o l i c y  b o a r d  are n o t  e n t i t l e d  to

c o m p e n s a t i o n  as such b u t  a r e  e n t i t l e d  to p e r  d i e m  a n d  t r a v e l  a l l o w a n c e s  

as p r o v i d e d  b y  law for m e m b e r s  o f  s t a t e b o a r d s  a n d  c o m n i s s i o n s .

Sec. 37.13.090. D U T I E S  O F  T H E  P O L I C Y  BOARD. T h e  p o l i c y  b o a r d  

s h a l l :

(1) a p p o i n t  the d i r e c t o r  a n d  o t h e r  m e m b e r s  o f  t h e  i n v e s t m e n t

c o m m i t t e e ;

(2) select a n  i n d e p e n d e n t  o u t s i d e  a u d i t o r  a n d  r e c e i v e  a n d  

p u b l i s h  all a u d i t  reports;

(3) review and publish financial statements audited by 

independent outside auditors;

(4) review and approve the annual investment program based 

on the credit assessment of the State of Alaska as established in AS
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3 7 . 1 3 . 1 9 0 ( 3 ) ,  the b u d g e t  f o r  th e  f o r t h c o m i n g  year, a n d  t h e  f i n a n c i a l  

p l a n  f o r  t h e  f o l l o w i n g  t h r e e  ye a rs ;

(5) p r e s e n t  a r e p o r t  o n  th e  a n n u a l  i n v e s t m e n t  p r o g r a m ,  t h e  

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

c o n s i d e r e d  to b e  o f  i n t e r e s t  to the e x e c u t i v e  o v e r s i g h t  c o m m i t t e e  b y  

D e c e m b e r  1 a n n u a l l y ;

(6) d e t e r m i n e ,  w i t h o u t  a p p r o v i n g  o r  d i s a p p r o v i n g  t h e  

i n v e s t m e n t  itself, w h e t h e r  a s p e c i f i c  i n v e s t m e n t  o r  k i n d  o f  i n v e s t m e n t  

is c o n s i s t e n t  w i t h  the p r o v i s i o n s  o f  this c h a p t e r ;

(7) set the r e m u n e r a t i o n  a n d  o t h e r  t e r m s  o f  e m p l o y m e n t  o f  

the d i r e c t o r  a n d  the r e m u n e r a t i o n  o f  the i n v e s t m e n t  c o m m i t t e e  o n  a 

d a i l y  b a s i s ;

(8) h o l d  p u b l i c  h e a r i n g s  o n  t h e  i n v e s t m e n t  p r o g r a m  a n d  

s u b m i t  its f i n d i n g s  to t h e  e x e c u t i v e  o v e r s i g h t  c o m m i t t e e  a n d  th e 

l e g i s l a t u r e  at the b e g i n n i n g  o f  e a c h  r e g u l a r  s e s s i o n .

Sec. 3 7 . 1 3 . 1 0 0 .  L E G I S L A T I V E  D I R E C T I V E .  T h e  l e g i s l a t u r e  m a y  

e x p r e s s  a n y  p r e f e r e n c e  o r  e m p h a s i s  it d e s i r e s  to b e  p l a c e d  a m o n g  

i n v e s t m e n t  c a t e g o r i e s  d e s i g n a t e d  in A S  3 7 . 1 3 . 0 5 0 ( a )  by  c o n c u r r e n t  

r e s o l u t i o n ,  c o n s i s t e n t  w i t h  the p u r p o s e s  a n d  p r i n c i p l e s  p r e s c r i b e d  b y  

A S  3 7 . 1 3 . 0 2 0  a n d  3 7 . 1 3 . 1 9 0 .

Sec. 3 7 . 1 3 . 1 1 0 .  E X E C U T I V E  O V E R S I G H T  C O M M I T T E E .  T h e r e  is e s t a b ­

l i s h e d  t h e  P e r m a n e n t  F u n d  E x e c u t i v e  O v e r s i g h t  C o m m i t t e e ,  c o n s i s t i n g  o f  

t h e  g o v e r n o r ,  the c o m m i s s i o n e r  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 ,  

t h e  c o m m i s s i o n e r  o f  r e v e n u e ,  the d i r e c t o r  o f  th e  d i v i s i o n  o f  p o l i c y  

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

a n d  m a n a g e m e n t .  T h e  g o v e r n o r ,  or, in  h i s  a b s e n c e ,  t h e  c o m m i s s i o n e r  o f  

r e v e n u e ,  is t h e  c h a i r m a n .

Sec. 37.13.120. DUTIES OF THE EXECUTIVE OVERSIGHT COMMITTEE.

The executive oversight committee shall review and either approve or
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r e v i s e  a n d  a p p r o v e  t h e  c o r p o r a t i o n ' s  a n n u a l  i n v e s t m e n t  p r o g r a m  a n d  

p r e s e n t  it t o  t h e  l e g i s l a t u r e  n o  l a t e r  t h a n  the 20th d a y  of e a c h  

r e g u l a r  s e s s i o n .

Sec. 3 7 . 1 3 . 1 3 0 .  O P E R A T I O N A L  B U D G E T .  T h e  a n n u a l  o p e r a t i n g  b u d g e t  

f o r  t h e  c o r p o r a t i o n  m u s t  be p r e p a r e d  a n d  a d m i n i s t e r e d  in a c c o r d a n c e  

w i t h  the E x e c u t i v e  B u d g e t  A c t  (AS 3 7 . 0 7) .  A p p r o p r i a t i o n s  m u s t  b e  m a d e  

fo r  the b u d g e t  f r o m  i n c o m e  e a r n e d  b y  th e  c o r p o r a t i o n  f r o m  i n v e s t m e n t  

o f  th e  m o n e y  a l l o c a t e d  to it f r o m  the A l a s k a  P e r m a n e n t  Fund.

Sec. 3 7 . 1 3 . 1 4 0 .  C O R P O R A T I O N  D I R E C T O R .  T h e  d i r e c t o r  o f  t h e 

c o r p o r a t i o n  is to b e  a p p o i n t e d  b y  the p o l i c y  b o a r d  a n d  s e r v e  at its 

p l e a s u r e .  T h e  d i r e c t o r

(1) is r e s p o n s i b l e  fo r  the d a y - t o - d a y  b u s i n e s s  of the 

c o r p o r a t i o n  a n d  t h e  o r g a n i z a t i o n ,  a p p o i n t m e n t ,  p r o m o t i o n ,  an d  d i s c h a r g e  

o f  th e  s t a f f  w h i c h  is in the e x e m p t  s e r v i c e  u n d e r  A S  39.25;

(2) s h a l l  e s t a b l i s h  a n d  m a i n t a i n  a d e q u a t e  a n d  a p p r o p r i a t e  

o r g a n i z a t i o n a l ,  o p e r a t i n g ,  a n d  f i n a n c i a l  co n t ro l s ;

(3) is r e s p o n s i b l e  fo r  m a k i n g  i n v e s t m e n t s  e x c e p t  t h a t  the 

d i r e c t o r  m a y  d e l e g a t e  thi s  a u t h o r i t y  u n d e r  the p r o v i s i o n s  o f  A S  37.13.- 

0 5 0 ( b ) ;

(4) p r e p a r e  r e p o r t s  as s p e c i f i e d  in AS 3 7 . 1 3 . 1 7 0 ,  3 7 . 1 3 . -  

1 9 0 ( 3 ),  a n d  3 7 . i 3 . 2 0 6 .

Sec. 3 7 . 1 3 . 1 5 0 .  I N V E S T M E N T  C O M M I T T E E .  (a) T h e r e  is e s t a b l i s h e d
'( 1 *

t h e  A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n  i n v e s t m e n t  c o m m i t t e e  c o n s i s t i n g  

o f  t h e  p e r m a n e n t  f u n d  c o r p o r a t i o n  d i r e c t o r ,  w h o  s h a l l  s erve as c h a i r m a n ,  

a n d  four public members a p p o i n t e d  b y  t h e  p o l i c y  bo a r d . All p u b l i c  

m e m b e r s  must Alabka r e s i d e n t s  f o r  a t  l east t h r e e  years, m a y  n o t  be 

state employees* and must b e  p e r s o n s  o f  r e c o g n i z e d  c o m p e t e n c e  a n d  w i d e  

experience irt Ihvebb^fent, f i n a n c e ,  o r  o t h e r  b u s i n e s s  m a n a g e m e n t  r e l a t e d  

fields. Their tedfc'bf office is f o u r  y e a r s  a n d  t h e y  m a y  b e  r e a p p o i n t e d .
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T e r m s  m u s t  b e  s t a g g e r e d .  I n i t i a l  terms ar e  on e  y e a r  f o r  o n e  m e m b e r ,  

t w o  years for two m e m b e r s  a n d  t h r e e  y e a r s  for one m e m b e r .  M e m b e r s  of 

t h e  i n v e s t m e n t  c o m m i t t e e  serve at the p l e a s u r e  of the p o l i c y  board.

(b) A  q u o r u m  f or  the t r a n s a c t i o n  of i n v e s t m e n t  c o m m i t t e e  b u s i n e s s  

c o n s i s t s  o f  at l e a s t  t hree m e m b e r s .  D e c i s i o n s  of the c o m m i t t e e  m u s t

b e  m ade b y  a m a j o r i t y  of the m e m b e r s .  Th e  p r o v i s i o n s  o f  AS 4 4 . 6 2 . 3 1 0  

a n d  4 4 . 6 2 . 3 1 2  do n o t  a pp l y  to m e e t i n g s  of the c o mm i t t e e .

(c) M e m b e r s  o f  the c o m m i t t e e  are e n t i t l e d  to p e r  d i e m  a n d  travel 

a l l o w a n c e s  as p r o v i d e d  b y  law fo r  m e m b e r s  of s t a t e  b o a r d s  a n d  c o m­

m i s s i o n s  .

Sec. 3 7 . 1 3 .1 6 0 .  D U T I E S  O F  T H E  I N V E S T M E N T  C O M M I T T E E .  Th e  i n v e s t­

m e n t  committee:

(1) h a s  sol e  r e s p o n s i b i l i t y  to a p p r o v e  all i n v e s t m e n t  p r o­

posals, e x c e p t  t h a t  the c o m m i t t e e  m a y  e s t a b l i s h  c r i t e r i a  for i n v e s t­

m e n t s  that m a y  b e  a p p r o v e d  b y  th e  director;

(2) s h a l l  set s t a n d a r d s  for the o r i g i n a t i o n ,  a d m i n i s t r a t i o n ,  

a n d  c o l l e c t i o n  o f  loans.

Sec. 3 7 . 1 3 .1 7 0 .  I N I T I A L  D E T E R M I N A T I O N S .  W i t h i n  30 days a ft e r  

th e  b e g i n n i n g  o f  t h e  l e g i s l a t i v e  s e s s i o n  f o l l o w i n g  e n a c t m e n t  o f  this 

chapt e r ,  the g o v e r n o r  shall s u b m i t  a report c o m p i l e d  by the d i r e c t o r  

a n d  a p p r o v e d  b y  t h e  p o l i c y  b o a r d  and  the o v e r s i g h t  c o m m i t t e e  to the 

leg is l a t u r e .  T h i s  r e p o r t  must:

(1) evaluate the capital markets serving Alaska;

(2) specify and discuss resources and methods other than 

the permanent fund available to mitigate inefficiencies, if any are 

found, in Alaskan capital markets; and

(3) recommend additional investment categories to be included 

in the list of eligible investments established in AS 37.13.040, if it 

is found that the permanent fund corporation is the best mechanism for

-8- S B  226
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c o r r e c t i n g  t h e s e  i n e f f i c i e n c i e s ;  t h o se  r e c o m m e n d a t i o n s  m u s t  c o n f o r m  to 

t h e  p u r p o s e s  e s t a b l i s h e d  in A S  3 7 . 1 3 . 0 2 0  a n d  the o p e r a t i n g  p r i n c i p l e s  

e s t a b l i s h e d  in AS 37.13.190.

Sec. 3 7.13.130. RESERVES. T h e  e x e c u t i v e  o v e r s i g h t  c o m m i t t e e  

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

to p r e s e r v e  the p r i n c i p a l  of t h e  p e r m a n e n t  fund a l l o c a t e d  to the 

c o r p o r a t i o n ,  c o n s i s t e n t  w i t h  s o u n d  f i n a n c i a l  p r a c t i c e s .

Sec. 37.13 . 1 9 0 . O P E R A T I O N A L  P R I N C I P L E S .  T h e  o p e r a t i o n s  o f  the 

c o r p o r a t i o n  m u s t  be c o n d u c t e d  in a c c o r d a n c e  w i t h  the f o l l o w i n g  p r i n c i­

p l e s  :

(1) the c o r p o r a t i o n  s h a l l  g i v e  p r e f e r e n c e  to i n v e s t m e n t s  

w i t h i n  the state to the extent t hat they h a v e  a r i s k  level n o  h i g h e r  

than, and an e x p e c t e d  yield e q u i v a l e n t  to, a l t e r n a t i v e  i n v e s t m e n t  

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

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

m a k i n g  inv es t m e n t s ,  the staff a n d  the i n v e s t m e n t  c o m m i t t e e  s h a l l  

e x e r c i s e  the j u d g m e n t  and care u n d e r  the c i r c u m s t a n c e s  then 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 nv e s t o r  o f  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 ,  an d 

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 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  bu t  in r e g a r d  to the p e r m a n e n t  d i s p o s i­

t i o n  of funds, c o n s i d e r i n g  t h e  p r o b a b l e  in c o m e  f r o m  the m  as w e l l  as 

p r o b a b l e  s a f e t y  o f  capital;

(3) the c o r p o r a t i o n  s h a l l  p r e p a r e  an a n n u a l  a n a l y s i s  o f  the 

s t a t e ' s  c a p i t a l  m a r k e t s ,  and m a y  r e c o m m e n d  a d d i t i o n a l  i n v e s t m e n t  c a t e­

g o r i e s  to b e  i n c l u d e d  in the l i s t  of e l i g i b l e  i n v e s t m e n t s  e s t a b l i s h e d  

i n  A S  3 7 . 1 3 . 0 5 0  if it is f o u n d  t h a t  the p e r m a n e n t  fund c o r p o r a t i o n  is 

t h e  b e s t  m e c h a n i s m  f o r c o r r e c t i n g  m a r k e t  i n e f f i c i e n c i e s ;  t h o s e  r e c o m­

m e n d a t i o n s  s h a l l  c o n f o r m  to t h e  p u r p o s e s  e s t a b l i s h e d  in A S  3 7 . 13 . 0 2 0 ;  

a n d  its i n v e s t m e n t  p r o g r a m  s h a l l  b e  b a s e d ,  to th e  e x t e n t  c o n s i s t e n t

-9- SB 2 2 6
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w i t h  t h e  f u n d ' s  p u r p o s e s  a n d  o p e r a t i o n a l  p r i n c i p l e s ,  o n  c o r r e c t i n g  

s h o r t a g e s  a n d  i n e f f i c i e n c i e s  i n  t h o s e  c a p i t a l  m a r k e t s  ;

(4) T h e  c o r p o r a t i o n  s h a l l  o n l y  u n d e r t a k e  its  f i n a n c i n g  on 

t erms a n d  c o n d i t i o n s  w h i c h  t a k e  i n t o  a c c o u n t  the p a r t i c i p a t i o n  o f  

o t h e r  i n v e s t o r s ,  th e r i s k s  b e i n g  u n d e r t a k e n  b y  the c o r p o r a t i o n  ., a n d  

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

s i m i l a r  f i n a n c i n g ;  the l e g i s l a t u r e  m a y  a p p r o p r i a t e  f u n d s  for s u b s i d i z i n g  

c a t e g o r i e s  o f  i n v e s t m e n t s  w h i c h  it d e t e r m i n e s  to b e  o f  s u c h  h i g h  

p r i o r i t y  t h a t  s p e c i a l  t e r m s  a n d  c o n d i t i o n s  ar e  a p p r o p r i a t e ;  the a m o u n t  

a n d  t i m i n g  o f  s u b s i d i e s  m u s t  be s u c h  t h a t  th e  r a t e  o f  r e t u r n  to the 

c o r p o r a t i o n  r e m a i n s  the m a r k e t  rate;

(5) the c o r p o r a t i o n  s h a l l  s e e k  to m a i n t a i n  a r e a s o n a b l e  

d i v e r s i f i c a t i o n  in its i n v e s t m e n t s ;

(6) f o r  t h o s e  i n v e s t m e n t s  w h i c h  a r e  n o t  f r e e l y  t r a d e d  o n  a 

r e c o g n i z e d  m a r k e t ,  the c o r p o r a t i o n  m a y  n o t  c o n s i d e r  i n v e s t m e n t  p r o p o s a l s  

u n l e s s  t h e  a p p l i c a n t  o r  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  ha s  s u b m i t t e d  

a d e t a i l e d  p r o p o s a l  to th e  c o r p o r a t i o n  s t a f f ,  a n d  th e  s t a f f  h a s  p r e­

p a r e d  a w r i t t e n  r e p o r t  r e c o m m e n d i n g  the i n v e s t m e n t  a f t e r  a s t u d y  o f

its m e r i t s ;

(7) n o t h i n g  in th i s  s e c t i o n  p r e v e n t s  th e  c o r p o r a t i o n ,  in 

t h e  e v e n t  o f  a c t u a l  or t h r e a t e n e d  d e f a u l t  o n  a n y  o f  t h e  p e r m a n e n t  f u n d  

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

w h i c h  t h e  i n v e s t m e n t  h a s  b e e n  m a d e ,  o r  o t h e r  s i t u a t i o n s  w h i c h ,  in the 

o p i n i o n  o f  t h e  c o r p o r a t i o n  t h r e a t e n  to j e o p a r d i z e  t h e  i n v e s t m e n t ,  f r o m  

t a k i n g  t h e  a c t i o n  a n d  e x e r c i s i n g  t h e  r i g h t s  it c o n s i d e r s  n e c e s s a r y  f or

p r o t e c t i o n  o f  its i n t e r e s t ;

(8) w h e n  m o r e  t h a n  tw o  p e r  c e n t  o f  t h e  a g g r e g a t e  o f  a l l  

l o a n s  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  d e l i n q u e n t  f o r  9 0  

days, t h e  c o r p o r a t i o n  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  l o a n s  f r o m  t h a t
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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  t h e  d e l i n q u e n c y  is r e d u c e d  to less than 

t w o  p e r  cent.

Sec. 3 7 . 1 3 . 2 0 0 .  R E P O R T S  A N D  P U B L I C A T I O N S .  (a) Th e  c o m m i s s i o n e r  

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

l a n g u a g e  a s e p a r a t e  a n n u a l  r e p o r t  to the g o v e r n o r ,  l e g i s l a t u r e ,  an d 

t h e  p ub l i c .  E a c h  r e p o r t  m u s t  i n c l u d e  f i n a n c i a l  s t a t e m e n t s  a u d i t e d  by 

i n d e p e n d e n t  o u t s i d e  a u d i t o r s ,  a s t a t e m e n t  o f  the amo u n t  o f  m o n e y  

r e c e i v e d  b y  the c o m m i s s i o n e r  a n d  b y  the c o r p o r a t i o n  from e a c h  s o u r c e  

d u r i n g  the p e r i o d  c o v e r e d ,  a s t a t e m e n t  of the c o m m i s s i o n e r ' s  a n d  the 

c o r p o r a t i o n ' s  i n v e s t m e n t s  i n c l u d i n g  an a p p r a i s a l  at m a r k e t  v a l u e ,  a 

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

p e r i o d  c o v e r e d  b y  the r e p o rt ,  a n d  an y  o t h e r  i n f o r m a t i o n  the c o m m i s s i o n e r  

o r  c o r p o r a t i o n  b e l i e v e s  w o u l d  be of i n t e r e s t  to the g o v er n o r ,  the 

l e g i s l a t u r e ,  a n d  t h e public. T h e  an n u a l  i n c o m e  s t a t e m e n t  a n d  b a l a n c e  

s h e e t  fo r  the e n t i r e  fu n d  m u s t  b e  p u b l i s h e d  in at least o n e  n e w s p a p e r  

in e a c h  j u d i c i a l  d i s t r i c t .  T h e  i n co m e  s t a t e m e n t  a n d  b a l a n c e  s h e e t  for 

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

u n d e r  A S  1 5.57 m u s t  b e  i n c l u d e d  in that p a m p h l e t .  The c o r p o r a t i o n  m a y  

a l s o  p u b l i s h  o t h e r  r e p o r t s  it c o n s i d e r s  d e s i r a b l e  to c a r r y  o u t  its 

p u r p o s e .

Sec. 3 7 . 1 3 . 2 1 0 .  C O N F L I C T - O F - I N T E R E S T S  P O L I C I E S .  T h e  d i r e c t o r  

a n d  s t a f f  o f  t h e c o r p o r a t i o n ,  a n d  the m e m b e r s  o f  the p o l i c y  b o a r d  and 

t h e  i n v e s t m e n t  c o m m i t t e e  s h a l l  c o m p l y  w i t h  the r e q u i r e m e n t s  o f  the 

C o n f l i c t  o f  I n t e r e s t  A c t  (AS 39.50) and the d i r e c t o r,  staff, a n d  

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

v o t i n g  o n  a n y  i n v e s t m e n t  in w h i c h  t hey h a v e  a f i n a n c i a l  i n t e r e s t .

Sec. 3 7 . 1 3 . 2 2 0 .  C O N F I D E N T I A L I T Y  O F  I N F O R M A T I O N ,  (a) I n f o r m a t i o n  

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

w h i c h  d i s c l o s e s  t h e  p a r t i c u l a r s  o f  the a p p l i c a n t ' s  b u s i n e s s  o r  a f f a i r s
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is n o t  a  m a t t e r  o f  p u b l i c  r e c o r d .  The  i n f o r m a t i o n  m u s t  be k e p t  confi 

d e n t i a l  e x c e p t  w h e n  its p r o d u c t i o n  is r e q u i r e d  for a c r i m in a l  invest!  

g a t i o n  o r  c o u r t  p r o c e e d i n g .  T h e s e  r e s t r i c t i o n s  do not p r o h i b i t  the 

r e l e a s e  o r  p u b l i c a t i o n  of t h e  i n f o r m a t i o n  in a m a n n e r  that pr e v e n t s  

the i d e n t i f i c a t i o n  o f  a p a r t i c u l a r  a p p l i c an t .

(b) N o t h i n g  in this s e c t i o n  p r e v e n t s  the c o r p o r a t i o n  f rom d i s­

c l o s i n g  t h e  t e r m s  a n d  c o n d i t i o n s  of i n d i v i d u a l  in v es t m e n t s  as pu b li c  

I n f o r m a t i o n .

* Sec. 2. A S  3 7 . 1 0 . 0 6 5 ( c )  is repealed.

* Sec. 3. T h i s  A c t  t akes 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 01.- 

1 0 . 0 7 0 ( c ) .
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