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BY THE STATE AFFAIRS COMMITTEE BY REQUEST

SENATE BI L L  NO. 509 

IN THE L E G I SL AT UR E OF THE STATE OF ALASKA  

SIXTEENTH L E G I SL ATU RE  - SECOND SESSION 

A  BILL

6 For an Act entitled: "An Act es tablishing the Ala s k a  State Trust Company;

7 and p r o v id in g for an effective date."

8 BE IT ENACTED BY THE LEGISL AT UR E OF THE STATE OF ALASKA:

9 * Section 1. LEGISLATIVE FINDINGS A ND  POLICY. (a) The legislature

10 finds that

11 (1) among the ma jo r financial responsibilities of the state is

12 the management of investments for the trust funds of the public employees'

13 retirement system, the teachers' retirement system, the judicial retirement

14 system, and the Alaska National Guard and Alaska Naval M i l i t i a  retirement

15 system, and for the Univ er si ty of Alaska trust fund, the public school

16 trust fund, and the children's trust fund;

17 (2) to ensure the state's prudent and faithful discharge of its

18 investment responsibilities as the fiduciary of various trust funds, there

19 is a need for impartial oversight by persons w i t h  professional expertise in

20 investment management;

21 (3) the fiduciary responsibilities for management of trust fund

22 investments differ from other state responsibilities in that they are

23

24

25

26

27

28 

29

(A) narrow in scope; they consist of m e e t i n g  certain finan­

cial goals for investments as opposed to achievement of broad social 

purposes or administering multi-faceted programs;

(B) clearly define d by state statute, federal law, and 

common law; who is responsible, to wh o m  are they responsible, what the 

responsibility is, and what the standard of performance is, are all 

d ef in ed  in law;
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1 (C) measurable in  perform ance; and

2 (D ) an incom e-generating as opposed t o  an in c o m e -c o lle c tio n

3 o r  program exp en d itu re  a c t i v i t y ;

4 (4 )  th e  establishm ent o f  a c o rp o ra te  body f o r  c a rry in g  out th e

5 state's fiduciary re sp on sibilities w o u l d  f a c i l i t a t e  the prude nt ma ximiza-

6 tion of trust f und earnings by p r o v i d i n g  b r o a d e r  a nd mor e  flexible manage-

7 ment powers; this is appropriate fo r a n  a c t i v i t y  that strives to g ene ra te

8 i n c o m e ;

9 (5) the Federal Rese rv e Sy st e m ' s  b o a r d  of g overnors allows

10 Federal Reserve Banks to mak e c e r tai n se rv i c e s  a v a i l a b l e  to trust companies

11 owned by states; direct access to t he se  services by the state, rather t h a n

12 thro ugh  a co mmercial bank, could in cr e a s e  returns and reduce costs in the

13 manage me nt  of investments.

14 (b) It is the poli cy  of the state to foster and promo te  by in c r e a s e d

15 accountability, public disclosure, and all r e as ona bl e means

16 (1) the best observance of its fi duciary respon si bil it ie s in

17 m ana g i n g  the investment of truste ed  assets;

18 (2) economy, efficiency, and f le x i b i l i t y  in m a n a g i n g  the invest-

19 ment of all t r u s t e e d  assets; and

20 (3) the ability to e f f e c t i v e l y  compete in the world's c ap it al

21 mark ets  on b eh a l f  of all trusteed assets.

22 (c) The e xe rc is e of the pow ers  of the leg is la tur e is re qui re d to

23 implement the p oli ci es  declared in (a) of this s e c t i o n  by

24 (1) a u t h or iz in g the c r e a t i o n  of a state trust company as a b o d y

25 corporate w h o s e  purpo se  is to serve as the fiduc ia ry  for trust funds o f  the

26 state, to m a n a g e  u n d e r  w r i t t e n  a g r e e m e n t s  the i nvestment of funds of the

27 state, its m u n ic ipa li ti es , or their agencies, an d to use the F e d e r a l

28 R e se rv e Sys tem  services o n  behalf of t h e s e  funds; and

29 (2) g ra nt ing  the trust cosq>any the n e c e s s a r y  a u t h or it y to carry
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1 out the d e c l a r e d  policies.

2 * Sec. 2. AS 37 is amended by adding a new  c h a p t e r  to read:

3 C H A P T E R  36. A L A S K A  STATE TRUST COMPANY.

4 Sec. 37.36.010. AL A S K A  STATE TRUST COMPANY. T h e r e  is created

5 the A l a s k a  State Trust Company. The trust c o mp any  is a public corpo-

6 ra ti on of the state. The trust company is an  instrumentality of the

7 state w i t h i n  the Department of Revenue but has a legal existence

8 independent of a n d  separate from the state a n d  has continuing succes-

9 sion u nt il  its e xistence is terminated by law. The exercise by the

10 trust company of the powers conferred by this chapter is an essential

11 gov ern me nt al  fu nc t i o n  of the state.

12 Sec. 37.36.020. BOARD OF DIRECTORS. (a) The b oa rd of directors

13 of the Al as k a  State Trust Company consists of

14 (1) the commissioner of revenue or the c om missioner’s

15 designee, who shall serve as the chair of the b o ar d and whose term on

16 the b o a r d  shall coincide w i t h  that person's te r m  as commissioner or,

17 if a designee, the term of the commissioner by wh o m  the designee was

18 appointed;

19 (2) a member of the Public Employees' Retirement Board

20 elected by that board and serving for the le ng t h  of the member's term

21 on that board;

22 (3) a member of the Alaska Teachers' Retirement Board

23 elected by that board and serving for the le ng th  of the member's term

24 on that board; and

25 (4) four u na ff iliated directors e l ec te d by the board from

26 among a list of three candidates for each d i r e c t o r s h i p  submitted by

27 the pe rsonnel committee of the board.

28 (b) Two of the un af filiated directors, at the time of their

29 el ec t i o n  to the  board, must be primarily em pl o y e d  as executive trust
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1 officers of trust companies or of trust departments or trust subsid-

2 iaries of banks, or as chief executive officers in charge of invest-

3 ment management firms, or public or private pension, foundation, or

4 endowment funds. They must be responsible in their primary employment

5 for all of the operations of their organizations, including

6 accounting, custody of assets if those services are provided,

7 processing, staffing, legal compliance, securities, and contracting.

8 The remaining two unaffiliated directors must be professionally

9 accredited securities analysts. At the time of their appointment,

10 they must be primarily employed as chief investment officers of trust

11 companies, trust departments or trust subsidiaries of banks,

12 investment management firms, or public or private pension, foundation,

13 or endowment funds. The primary employer of each unaffiliated member

14 may not be or have been affiliated with, or under contract to, the

15 state, a municipality, or a state or municipal agency during, or

16 wi t h i n  one year before, the member's term of office begins. Each

17 unaffiliated director must be responsible in the director's private

18 employment for at least as many dollars of managed assets as dollars

19 of assets managed by the Alaska State Trust Company. Two unaffiliated

20 directors may not be employed by the same entity, or by affiliated

21 entities.

22 (c) Upon the election to the board of each of the unaffiliated

23 directors, the chair shall execute a letter of agreement on behalf of

24 the trust company with each of the unaffiliated directors. The agree-

25 ment serves to appoint each to a four-year term of office. The terms

26 of one unaffiliated director who is an executive trust officer or

27 chief executive officer and of one unaffiliated director w ho is a

28 chief investment officer expire on January 1 of the second calendar

29 year following a gubernatorial election, and the terms of the other

r >
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1 two unaffiliated directors expire o n  January 1 of the third calendar

2 year following a gubernatorial election.

3 (d) Directors whose terms ha v e  expired may be reelected or

4 reappointed to the board.

5 (e) A  v a c an cy on the board shall be promptly filled by a succes-

6 sor who is elected or appointed to the board in the same manner as the

7 director creating the vacancy. A  director elected or appointed to

8 fill a vacancy holds office for the balance of the t erm of the direc-

9 tor's predecessor.

10 (f) A  vacancy on the board does not impair the authority of the

11 board to exercise all of the powers and perfo rm  all of the duties of

12 the b oard if the requirements for board actions set out in AS 37.36.-

13 040 are met.

14 (g) The board m ay  remove a director of the bo ar d from office. A

15 removal by the board must be in writing and must state the specific

16 reasons for the removal. A  di rec to r who is removed by the board ma y

17 not participate in board business after the director receives w r i t t e n

18 notice of removal from the board.

19 Sec. 37.36.030. DUTIES OF THE BOARD. (a) The b oa rd  of direc-

20 tors has a general and continuing duty to ensure that the trust com-

21 pany is faithfully and effectively discharging its responsibilities to

22 manage and service trusteed assets at the highest professional stan-

23 dard of trusteeship. The board shall keep beneficiaries of t ru steed

24 assets, trustors, and the public adequately informed of the financial

25 condition and p erformance of trusteed assets.

26 (b) The board shall

27 (1) approve the selection of the president, the chief

28 investment officer, and the auditor, and approve the contracts

29 covering their services;
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1 (2) r e v i e w  and a pp ro ve  the allocations of b u d g e t e d  expense

2 re co v e r y  charges a m o n g  t ru steed assets and  the state, m unicipalities,

3 a n d  their agencies;

4 (3) r e v i e w  and a p p ro ve o n  a n  annual basis the general

5 i nvestment p o l i c y  for t ru steed assets;

6 (4) r e v i e w  the ad eq u a c y  of the trust company's custodial

7 arrangements, i nvestment pe rf ormance, and insurance coverage, a n d  the

8 trust company's compliance w i t h  relevant laws, regulations an d trust

9 agreements;

10 (5) recei ve  and r e v i e w  all financial reports p r o v i d e d  by

11 the trust c o mp any  to trustors or b en eficiaries of t rus te ed  assets;

12 (6) recei ve  and r e v i e w  all reports of audit by th e trust

13 company's internal and external auditors and all reports of examina-

14 ti o n  by re gul a t o r y  authorities; and

15 (7) approve the e x e c u t i o n  of contracts, fiduciary instru-

16 ments, or o t he r agreements that co nfe r r esponsibility on th e trust

17 company to m a n a g e  trusteed assets or to provide o th er  services to the

18 state, muni ci pa lit ie s,  or t h e i r  agencies.

19 Sec. 37.36.040. ME ETI NG S A N D  A C T I O N S  OF THE BOARD. (a) The

20 ch air  of the b o a r d  shall call mee t i n g s  of the bo ar d at least once in

21 every cal en da r q u ar te r and m a y  call additional m ee t i n g s  if necessary.

22 (b) The c ha ir of the b o a r d  shall call me et in gs  of the b o a r d  o n

23 the w r i t t e n  reques t of three or more  directors o t he r than the chair.

24 (c) D i r e c t o r s  shall be f u r ni sh ed  w r i t t e n  not i c e  at least seven

25 days bef or e m ee t i n g s  of the board, except for e mergency meetings. The

26 b o a r d  shall p r o v i d e  by rule for a m eth o d  of p r o v i d i n g  reas ona bl e

27 not ice  to the pub lic  of its m e e t i n g s  and to its directors fo r emergen-

28 cy meetings.

29 (d) Th e meetings of the b o a r d  and its committees are subject to
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1 AS 44.62.310, except that

(1) m ee t i n g s  o£ the investment committee are closed to the 

public, unless the committee membeTS un an imously v ote to open a m e e t­

ing to the public; and

(2) m ee tin gs  of the b oa rd  a nd  its committees ma y be closed 

to the publ ic  if the meeting concerns

(A) matters relating to procedures used to provide 

security for custody of trust company or trusteed assets or to

prevent the exercise of investment powers by unauthorized p e r­

sons; and

(B) matters that the Federal Reserve System may r e­

quire to be kept confidential as a condition of providing s e r­

vices to the trust company.

(e) The b oar d and its committees shall record and keep minutes

of each public m e e t i n g  and of each m e e t i n g  of the investment commit­

tee. The minutes must include su pporting reports and documents, and 

the votes cast by each board member.

(f) Board actions require

(1) the affirmative vote of four or more directors, at 

least two of w h o m  are unaffiliated directors; and

(2) for approval of bud g e t e d  expense recovery charges u nder  

AS 37.36.120, the affirmative vote of at least one director who is a 

m em b e r  of a retirement system board.

(g) The bo ar d shall provide by rule for the manner of voting,

but may not provide for voting by proxy. The rules adopted by the

board may prov ide  for voting and conferring by teleconference.

Sec. 37.36.050. COMMITTEES OF T H E  BOARD. (a) The board shall 

form an audit committee, a budget committee, a personnel committee,

and an investment committee. E a c h  committee, except for the
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1 investment committee, consists of three directors, two of whom must be

2 unaffiliated directors, and is chaired by the affiliated director.

3 The investment committee consists of the commissioner or the commis-

4 sioner's designee and the two unaffiliated directors who are primarily

5 employed as chief investment officers. Except for the investment

6 committee, a director may not chair more than one committee or serve

7 on more than two co mmi t t e e s .

8 (b) The audit committee of the board shall review, investigate,

9 and evaluate audit reports from the trust company's auditor and the

10 external firm of certified public accountants, reports of examination

11 by regulatory authorities, and all matters referred to the board

12 concerning safe custody of assets, accuracy in accounting reports, and

13 unethical practices by the trust company's personnel. The committee

14 may solicit reports, receive testimony, initiate inquiries, and meet

15 or confer in deliberating on reports and matters with w hich the com-

16 mittee is concerned. If the committee decides that some action should

17 be taken, it shall report the results of its review and its recommen-

18 dations to the chair of the board, who shall present them to the

19 entire board for consideration and action.

20 (c) The budget committee of the board shall review the trust

21 company's proposed annual budget, evaluate the allocation of expense

22 recovery charges levied against trusteed assets and the state, munici-

23 palities, and their agencies, and recommend action by the board in

24 approving the allocation of expense recovery charges. The committee

25 may require reports or testimony from the management of the trust

26 company, and may meet or confer in deliberating on the allocation of

27 charges.

28 (d) The personnel committee of the b oard is responsible for

29 submitting to the board the lists of candidates for the unaffiliated
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1 directorships and £or the president and au d i t o r  of the trust company.

2 The pers on ne l committee shall evaluate an d interview the candidates

3 for u n a ff il ia ted  directorships, the president, the chief investment

4 officer, and the auditor of the trust company. The co mmittee ma y

5 initiate inquiries, solicit reports, receive testimony, and meet or

6 confer w hi le  investigating and evaluating the candidates.

7 (e) The investment committee shall re vi e w  the investment poli-

8 cies for trusteed assets and recommend general investment pol ic y to

9 the b o a r d  for its approval o n  an annual basis.

10 (f) The board may form other committees to c ons id er  certain

11 matters, but a committee may not consist of more  than three directors.

12 (g) A  director may appear before a committee of the board, at

13 the committee's request, to testify or report on matters b e i n g  con-

14 sidered by the committee. However, the p re se nc e of a m a j o r i t y  of the

15 directors at the committee hear in g does not constitute a me e t i n g  of

16 the b oa rd  of directors for purposes of AS 37.36.040.

17 Sec. 37.36.060. COMPENSATION OF DIRECTORS. A n  una ff i l i a t e d

18 d ir ec to r shall receive an annual fee comparable to that p ai d  to other

19 unaf fi li at ed corporate directors of private corporations as deter mi ned

20 by an independent national survey. Af fi l i a t e d  directors who  are not

21 public officers or employees are e nt it led  to travel and pe r diem

22 expenses authorized for boards and commissions under AS 39.20.180.

23 Sec. 37.36.070. TRUST COMPANY MANAGEMENT. (a) E xecutive au-

24 thority and responsibility for the ma nagement and o p e r a t i o n  of the

25 trust company are vested in the president. The board shall appoint

26 the president from a list of three candidates submitted by the person-

27 nel committee.

28 (b) Authority and responsibility for the trust company's i n v e s t -

29 ment activities, decisions, and performance, subject to the general

SB0509a -9- SB 509



mm

1 investment pol i c i e s  e s t a b l i s h e d  b y  the b o a r d  u n d e r  AS 37.36.030(b),

2 are v e s t e d  in the chief invest me nt officer. T h e  chief investment

3 officer shall be a pp o i n t e d  by the president, subject to approval of

4 the board.

5 (c) A u t h o r i t y  and r es po n s i b i l i t y  for co nt in u o u s l y  au diting the

6 custody of trust company and t r u s t e e d  assets, fin anc ia l statements of

7 assets and i nvestment activities, the trust co mpany's expenses, reve-

8 nue and o perational pr oce d u r e s  an d controls, and c o mpl ia nc e w i t h  trust

9 agreements, regula ti on s and laws, and for re p o r t i n g  the results of

10 those audits to the p resident and the audit c o m m it te e of the board,

11 are vest ed  in the auditor. Th e board shall appoint the audi tor  from a

12 list of three candid at es su b m i t t e d  by the p e r so nn el committee. The

13 auditor shall report to, and h av e  direct and c o n t i n u i n g  access to, the

14 chair of the audit committee of the board.

15 (d) The off ic er s a p p o in te d u n der  this s e c t i o n  serve u nd er  con-

16 tracts approved by the board and  executed by the chair. The president

17 and the chief i nvestment o f f ice r shall serve u n d e r  five-year fixed-

18 term contracts, sta gg er ed  so that the terms exp ir e at least two years
. I

19 apart.

20 (e) The trust company may  employ other p e r s o n n e l  that the presi-

21 dent determines to be n e c es sar y for carrying out the functions of the

22 trust company.

23 (f) The p r e si de nt shall dete rm in e fair and  c ompetitive compen-

24 sation for the trust company's employees who are not u n d e r  contract,

25 and shall e s t a b l i s h  be nefits co nsidered ne c e s s a r y  or desirable.

26 (g) The p r e s id en t shall organize and o p e r a t e  the trust company

2/ to achieve the purpo se s of this chapter by e x e r c i s i n g  the powers g ive n

28 by law and by a gr eem en ts  w i t h  trustors and r eg ul a t o r y  authorities.

29 The president shall report to the board of d i r e c t o r s  on those matte rs
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1 that are duties of the b oa rd und er  this chapter.

2 Sec. 37.36.080. R ES PO NSIBILITIES OF MANAGEMENT. (a) The offi-

3 cers of the trust company have  a general and continuing responsibility

4 to serve the purposes of this chapter and other relevant state laws by

5 organizing and operating the trust company and utilizing the granted

6 powers to effectively and efficiently provide public fund trust ser-

7 vices at the highest pr of essional standard of trusteeship.

8 (b) The powers granted to the trust company under AS 37.36.090

9 or under o th er  laws, agreements, and trusts are vested in the officers

10 of the trust company, except w here this chapter specifically assigns

11 those powers to the board of directors, and the exercise of those

12 powers is a management responsibility.

13 (c) W h e n  taking an action on behalf of, or in connection with,

14 the trust company, the officers shall give the highest priority to

15 serving the best financial interests of the beneficiaries of the

16 trusteed assets.

17 (d) In discharging their responsibilities, the officers shall

18 (1) establish asset control and security procedures to

19 ensure the safe custody of trust company and trusteed assets under

20 m a n a g e m e n t ;

21 (2) m ai nta in  accurate accounting records of trusteed as-

22 sets;

23 (3) prepare and distribute trust fund activity and status

24 reports to beneficiaries, trustors, the board of directors and, as

25 required, to regulatory authorities;

26 (4) manage trusteed assets to achieve a satisfactory level

27 of investment performance over an appropriate period of time and to

28 fulfill the investment objectives of the trust funds;

29 (5) use its investment staff for investment decisions and
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1 services, or select and use external investment management firms or

2 service providers under contract to the trust company;

3 (6) employ personnel who are qualified to perform the

4 necessary duties;

5 (7) provide suitable working facilities and equipment;

6 (8) retain legal counsel and other advisors or consultants,

7 it considers necessary;

8 (9) acquire sufficient insurance coverage to reasonably

9 protect the trusteed and trust company assets, and the employees,

10 officers, and directors;

11 (10) p u b li sh  and distribute an annual statement of the trust

12 company's financial condition and of its performance as a trustee; and

13 (11) perf orm  other activities necessary to fulfill its

14 responsibilities.

15 Sec. 37.36.090. POWERS. The trust company may

16 (1) sue and be sued;

17 (2) adopt and alter an official seal;

18 (3) make and enforce bylaws and rules of the conduct of its

19 business and for the use of its services and facilities;

20 (4) m ai ntain one or more offices inside or outside the

21 state;

22 (5) acquire, hold, use, and dispose of income, revenue,

23 funds, and money;

24 (6) acquire, rent, lease, hold, use, and dispose of other

25 personal or real property for its purposes;

26 (7) fix, charge, and collect fees and charges for the use

27 of its services or facilities;

28 (6) exercise its powers authorized by statute through its

29 officers, agents, or employees or by contracts wit h a person;
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1 (9) e n t e r  i n t o  a n d  e n f o r c e  a l l  c o n t r a c t s ,  f i d u c i a r y  i n s t r u -

2 m e n t s ,  a n d  o t h e r  a g r e e m e n t s  n e c e s s a r y ,  c o n v e n i e n t ,  o r  d e s i r a b l e  to

3 c a r r y  o u t  t h e  p u r p o s e s  o f  t h e  t r u s t  c o m p a n y  o r  t h e  p e r f o r m a n c e  o f  its

4 d u t i e s  a n d  e x e c u t i o n  o f  i t s  p o w e r s  u n d e r  t h i s  c h a p t e r ;

5 (10) r e c e i v e ,  t r a n s f e r ,  a n d  d i s b u r s e  m o n e y  a n d  s e c u r i t i e s

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

7 cie s ;

8 (11) provide services that the Federal R e se rv e S ys t e m  may

9 m a k e  a v a i l a b l e  t o  t h e  t r u s t  c o m p a n y ,  i n c l u d i n g

10 (A) s a f e k e e p i n g  b o o k - e n t r y  U n i t e d  S t a t e s  T r e a s u r y  a n d

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

12 i t i e s ,  o r  t h e i r  a g e n c i e s ;

13 (B) u s i n g  t h e  F e d e r a l  R e s e r v e  w i r e  t r a n s f e r  s y s t e m  to

14 t r a n s f e r  m o n e y  a n d  b o o k - e n t r y  s e c u r i t i e s  a n d  t o  s e t t l e  s e c u r i t i e s

15 t r a n s a c t i o n s  i n v o l v i n g  b o o k - e n t r y  U n i t e d  S t a t e s  T r e a s u r y  a n d

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

17 i t i e s ,  o r  t h e i r  a g e n c i e s ;

18 (C) r e c e i v i n g  p a y m e n t s  a n d  m a k i n g  p a y m e n t s  b y  t h e

19 F e d e r a l  R e s e r v e  w i r e  t r a n s f e r  s y s t e m  o n  b e h a l f  o f  t r u s t  f u n d s ,

20 t h e  s t a t e ,  i t s  m u n i c i p a l i t i e s ,  o r  t h e i r  a g e n c i e s ;

2 1  (D) p a y i n g  w a r r a n t s  d r a w n  o n  t h e  s t a t e  t r e a s u r y  a n d

22 p r e s e n t e d  t h r o u g h  t h e  F e d e r a l  R e s e r v e  S y s t e m  f o r  p a y m e n t ;

23 (E) s a f e k e e p i n g  c o l l a t e r a l  p l e d g e d  t o  s e c u r e  d e p o s i t s

24  o f  p u b l i c  f u n d s ;

25 (F) c o l l e c t i n g ,  t h r o u g h  t h e  F e d e r a l  R e s e r v e  S y s t e m ,

26 checks d e p os it ed  with the state treasury; and

27 (G) o r i g i n a t i n g  a u t o m a t e d  c l e a r i n g h o u s e  t r a n s a c t i o n s

28 or other e lectronic transfers to make payments on Dehalf of trust

29 f u n d s ,  t h e  s t a t e ,  i t s  m u n i c i p a l i t i e s ,  a n d  t h e i r  a g e n c i e s ,
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c o l l e c t i n g  revenue due trust funds, the state, its m u n i c i p a l i­

ties, a n d  t he ir  agencies, and t r a n s f e r r i n g  m o n e y  b e t w e e n  state 

d e p o s i t o r i e s ;

(12) man ag e and invest m o n e y  a n d  other pro pe rt y o n  b e h a l f  of 

trust funds, the state, its m u n i c i p a li ti es , and t h e i r  agencies u n d e r  

law, contract, fiduciary instrument, or ot her  w r i t t e n  agreement; and

(13) do all acts a nd  things necessary, convenient, o r  d e s i r­

able to c a r r y  out the powers exp re ssl y g r an te d or ne ces sa ri ly  impl ied 

in this chapter.

Sec. 37.36.100. LIMITATIONS. Th e trust compa ny  may not engage 

in c o m me rc ial  b a nki ng  ac tivity or p r i v a t e  trust activity. T h e  trust 

company m a y  not act as a d e p os ito ry  or trustee for, or as a le n d e r  to, 

a private person, association, or corporation. Thi s limi ta tio n does 

not prevent the trust company from lend in g to, borrowing from, or 

holdi ng c o l l a t e r a l  of privat e persons, associations, or c or porations, 

w h e n  this ac ti vi ty is incidental to investment of the trusteed assets.

Sec. 37.36.110. NET INCOME. Net income of the trust company 

shall be p a i d  first to the general o p e r a t i n g  account of the trust

company if the account b a l an ce  is less than o n e - t e n t h  of one percen t 

of the t r u s t e e d  assets; and second, to trust funds, the state, its 

m un ic i p a l i t i e s ,  and their agencies in p r o p o r t i o n  to the amo un t of 

charges by the trust company for e a c h  fund, instrumentality, and 

a g e n c y .

Sec. 37.36.120. B UD G E T  A N D  C H A R G E S  FOR SERVICES. The trust

company's officers shall dete rm in e its budget annually. The  trust

company's expenses shall be financed by ch arging the investment income 

of t r u s t e e d  assets in the p r o p o r t i o n  of those assets to all tr us tee d 

assets h e l d  by the trust company an d by ch arging other p u b l i c  funds, 

in st rumentalities, or agencies for services provided. The total
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annual charges to a managed trust fund of the state may not exceed 

4/10ths of one percent of the fund's average market va lu e during the 

fiscal year. The charges to other public funds for services provided 

shall be reasonably competitive. The budgeted expense recovery 

charges are subject to annual review and approval by the board of 

d i r e c t o r s .

Sec. 37.36.130. LIABILITY, (a) Except with respect to a w r i t­

ten agreement a uthorized under (b) of this section, a liability i n­

curred by the trust company shall be satisfied exclusively from the 

assets or revenue of the trust company and a creditor or other pe rso n 

shall not have a right of action against the state because of a debt, 

obligation, or liability of the trust company. A  liability of the 

trust company may  not be satisfied from trusteed assets unless e x­

pressly authorized by law.

(b) The commissioner may enter into a written agreement w i t h  a 

Federal Reserve B an k  or the board of governors of the Federal Reserve 

System providing t h a t , notwithstanding another statute to the c o n­

trary, to the extent permitted by the contracts, trust agreements, or 

other fiduciary instruments between the trust company and the Federal 

Reserve System, the trust company's obligations shall be guaranteed by 

the state, and the state expressly waives all defenses of governmental 

immunity by and on behalf of the trust company, the commissioner, and 

the state and expressly consents to sue and be sued in federal court 

or in any court of competent Jurisdiction. However, this provision 

does not alter or affect the immunity accorded to state officials and 

employees under state law.

(c) The trust company may defend and indemnify a current or 

former member of the board, employee, or agent ot the trust company 

against all costs, expenses, judgments, and liabilities, including
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reasonable attorney £ees, incurred by or imposed upon  that person in 

connection wi t h  a civil or criminal actio n in which the person is 

involved by affiliation w it h  the trust company. However, the indem­

nity provided under this subsection does not apply if the person 

committed an intentional tort, acted in bad faith, acted outside the 

scope of official duties or powers, or, in the case of fiduciary acts, 

acted in an imprudent manner under the applicable standard of p r u­

dence .

Sec. 37.36.140. INSURANCE. The trust company shall protect 

trusteed assets and its own assets, services, and employees by p u r­

chasing insurance or providing for self-insurance retentions in 

amounts recommended by the president and approved by the board of 

directors to cover the acts, including fiduciary acts, errors, and 

omissions of its board members, officers, employees, and agents. 

Insurance shall protect the trust company from liability to others and 

from loss of trusteed assets and assets of the company.

Sec. 37.36.150. EXEMPTION FROM TAXATION. The trust company and 

all properties at any time owned by it, managed by it, or held by it 

in trust, and the income from those activities, are exempt from all 

taxes and assessments in the state. All security instruments issued 

by the trust company and income from them are exempt from all taxes 

and assessments in the state, including transfer taxes.

Sec. 37.36.160. SURETY FOR DEPOSITS WITH  BANKS. Banks, trust 

companies, savings banks, and other persons carrying on a banking 

business are authorized to give to the trust company sureties. The 

sureties shall be approved by the trust company to the effect that the 

banks or banking institutions shall faithfully keep and pay over to 

the order of or upon the warrant of the trust company or its authori­

zed agent all money deposited with them  by the trust company and

r
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1 agr eed  interest, at the times or upon the demands agreed o n  w i t h  the

2 banks or bank in g institutions. In lieu of these sureties, a deposi-

3 tory ban k or other b a n k i n g  institution shall d e p o s i t  w i t h  the trust

4 company or its authorized agent or a trustee as collateral, securities

5 a pproved by the trust company. The deposits of the trust compa ny  ma y

6 be ev idenced by agreements in the form and u p o n  the terms and condi-

7 tions that are agreed up o n  by the trust company and the d e po si to ry

8 banks or banki ng institutions.

9 Sec. 37.36.170. AN NU AL  REPO RT  A ND AUDIT. The trust company

10 shall p u b li sh  an annual report for d i st ri bu tio n to the board, trus-

11 tors, beneficiaries, and the public. The report must include finan-

12 cial statements audited by an independent firm of ce rtified public

13 accountants experienced in accounting for institutional investors.

^  14 Sec. 37.36.180. PO LITICAL ACTIVITIES A N D  O U T S I D E  INFLUENCE. The

15 resources of the trust company may not be used  to directly or indi-

16 rectly finance or influence political activities. Attempts by persons

17 outside the trust company to unlawfully in fluence the operat io ns  or

18 investment activities of the trust company t h r o u g h  threats, coercion,

19 intimidation, or criminal acts shall be r e p o r t e d  to the attor ney

20 general for investigation.

21 Sec. 37.36.190. PUBLIC ACCESS TO INFORMATION. (a) Records in

22 the p os se ss io n of the trust company are p ub l i c  records subject to

23 AS 09.25.110 - 09.25.125. However, records are not subject to pu bl ic

2A in spection and copying if they

25 (1) fall wit hi n one of the excep ti on s of AS 09.25.120;

26 (2) contain testimony, minutes, communications, or reports

27 pr esented to the b o ar d or its committees in exe cu ti ve  session;

28 (3) are personnel records;

29 (4) contain communications w i t h  or  constitute the wo r k
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1 product of legal counsel;

2 (S) are records re lat in g to p ro ce du re s use d  to p r o vi de

3 securi ty  for custody of trust comp any  or t ru s t e e d  assets and to pre-

4 ven t the exercise of investment p o w e r s  by u n a u t h o r i z e d  persons;

5 (6) are minutes of investment committee mee tings that h a v e

6 o ccurred less th a n  one y ear bef ore  a request for inspection;

7 (7) are records that the Federal R e s er ve System r eq uires to

8 be kept co nfi dential as a c o n d it io n of p r o vi di ng services to the trust

9 c o m p a n y ; or

10 (8) are records that d isc lo se  the p art iculars of the busi-

11 ness or affairs of a private enterprise or investor.

12 (b) A record not subject to public i ns pe cti on  u n der  (a) of this

13 section may be d i s cl os ed only for the purposes of an of fic ia l la w f

14 enforcement inv estigation or w h e n  its p ro du c t i o n  is ordered by a judge

15 of a court of competent jurisdiction. These restrictions do not pro-

16 hibit the p u b l ic at ion  of statistics pres en ted  in a man ne r that pre-

17 vents the identification of p a r t i c u l a r  reports, items, persons, or

18 enterprises.

19 Sec. 37.36.200. AP PL ICA TI ON  OF EXISTING LAW. Unl es s specifi-

20 cally p ro v i d e d  otherwise in this chapter, the following laws do not
t

21 apply to the operations of the trust company:

22 (1) AS  06;

23 (2) AS  36.30;

24 (3) AS 37.05;

25 (4) AS 37.07;

26 (5) AS  37.10.010 - 37.10.060;

27 (6) AS 37.10.085;

28 (7) AS 37.25;

29 (8) AS 39;
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1 (9) AS 4 4.62.040 - 44.62.300;

2 (10) AS 44.77;

3 (11) AS 44.80.010.

4 Sec. 37.36.210. CONFLICTING LAWS INAPPLICABLE. If provisions of

5 this chapter conflict w it h  the provisions of other state law, the

6 provisions of this chapter prevail.

7 Sec. 37.36.900. DEFINITIONS. In this chapter,

8 (1) " affiliated director" means the commissioner of revenue

9 or the commissioner's designee, the director fro m the Public Employ-

10 ees' Retirement Board, or the director from  the Alaska Teachers'

11 Retirement Board;

12 (2) "board" means the board of directors of the Alaska

13 State Trust Company, unless the context otherwise requires;

O  14 (3) "book-entry securities" means securities issued by the

15 Treasury of the Un it e d  States of America and federal agencies of the

16 Uni te d States of Am e r i c a  that are maintained in the book-entry system

17 as provided in Subpart 0 of Treasury Circular No. 300, 31 CFR 306,

18 Subpart B of 31 CFR  Part 350, and the book-entry regulations of feder-

19 al agencies substantially in the form of Subpart 0;

20 (4) "commissioner" means the commissioner of revenue;

21 (5) "president" means the president of the trust company;

22 (6) "trust company" means the A l a s k a  State Trust Company;

23 (7) "trusteed assets" means assets of trust or other types

24 of money of the state, municipalities, and t h eir  agencies managed by

25 the trust company u nder law, contract, fiduciary instrument, or other

26 agreements;

27 (8) "u na ffiliated director" means a director other than an

28 affiliated director.

29 * Sec. 3. AS 14.25.035(d) is amended to read:
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(d) The commissioner of administration shall report to the b o ar d 

concerning the condition and administration of the system. The r e­

ports shall be distributed to the members of the system. The Al ask a 

State Trust Company [COMMISSIONER OF REVENUE] shall provide reports to 

the board on the condition and investment performance of the teachers' 

retirement trust fund.

* Sec. 4. AS 14.25.180 is amended to read:

Sec. 14.25.180. MANAGEMENT AN D INVESTMENT OF FUND. (a) The 

Alaska State Trust Company [COMMISSIONER OF REVENUE] is the treasurer 

of the system and the fiduciary of the fund. In managing the fund, 

the Alaska State Trust Company [COMMISSIONER OF REVENUE] shall

(1) consider the status of the fund's investments and the

system's liabilities on both a current and a probable future basis;

(2) determine the appropriate investment objectives for the

fund;

(3) establish investment policies aimed at achieving the

objectives; and

(4) act only in regard to the best financial interests of 

the system's beneficiaries.

(b) The Alaska State Trust Company [COMMISSIONER OF REVENUE] may 

invest the fund on the basis of probable total rate of return without 

regard to the distinction between principal and income or to the

generation of income.

(c) In carrying out investment duties under this chapter, the

Alaska State Trust Company [COMMISSIONER OF REVENUE] has the same 

powers and duties in regard to the teacher's retirement trust fund as 

are provided in AS 37.10.071, except that the standard of prudence 

that the Alaska State Trust Company [COMMISSIONER] must obey u n de r 

AS 37.10.071(c) shall be in regard to the management of large trust
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investments rat he r than large investments.

* Sec. 5. AS 14.40.400(b) is amended to read:

(b) The Al a s k a  State Trust Company [COMMISSIONER OF REVENUE] is 

the fiduciary of the trust fund and shall account for and invest the 

fund as set out in AS  37.14.110(c), 37.14.160, and 37.14.170, except 

that the Ala sk a State Trust Company [COMMISSIONER] shall report the 

condition and investment performance of the fund to the Bo ar d of 

R e g e n t s .

* Sec. 6. AS 22.25.048(c) is amended to read:

(c) The A l a s k a  State Trust Company [COMMISSIONER OF REVENUE] is

the treasurer of the system and the fiduciary of the fund and has the

same powers and duties u n der  this section in regard to the judicial 

retirement trust fund as are provided in AS 14.25.180.

* Sec. 7. AS 26.05.228(c) is amended to read:

(c) The A la s k a  State Trust Company [COMMISSIONER OF REVENUE) is

the treasurer of the system and the fiduciary of the fund and has the

same powers and duties u n der  this section in regard to the fund as are 

provided un der  AS 14.25.180.

* Sec. 8. AS 36.30.850(b)(15) is amended to read:

(15) a contract that is an ex ercise [A DELEGATION], in whole 

or in part, of investment powers and duties held  by the co mm issioner 

of revenue u nder [AS 14.25.180, AS 14.40.400,] AS 14.42.200, 14.42.-

210, AS 18.56.095, [AS 22.25.048, AS 26.05.228,] AS 37.10.070 or [,] 

37.10.071 [, AS 37.14, O R  AS  39.35.080];

* Sec. 9. AS 37.10.071(f) is amended to read:

(f) In this section, "commissioner of revenue" or "commissioner"

means

(1) the commissioner of revenue for investments un der 

[AS 14.25.180 OR] AS 37.10.070 or AS 3 9 . 3 0 . 0 9 5 ( d ) ; or
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1 (2) the pe r s o n  o r  body p r o v i d e d  by law to ma na g e  the in-

2 ve stments, for investments no t cove red  by (1) of this s ub sec ti on

3 [SUBJECT T O  AS  14.25.180 O R  A S  37.10.070].

4 * Sec. 10. AS  37.14.110(c) is amend ed  to read:

5 (c) The A l a s k a  State T r us t C o mp any  [ C O M M IS SI ON ER  OF REVENUE]

6 shall d e t erm in e the net income of the fund in a cc or d a n c e  with invest-

7 ment a cc ou n t i n g  princi pl es  an d in a m a n n e r  that pre se rv es the dis-

8 ti nc t i o n  b e t w e e n  principal an d income and that exclud es  capital gains

9 o r  losses r ealized on principal. The p rincipal of the fund and the

10 capital gains or losses rea li z e d  on principal shall be perpetu al ly

11 r et ained in the fund for investment purposes.

12 * Sec. 11. AS 37.14.120(a) is amended to read:

13 (a) T here is created in the Department of Re v e n u e  the Public

14 School Fund Ad vi so ry  Board composed of the c o m m i s s i o n e r  of education,

15 three members e l ec te d by the B oard of Educa ti on  from among its member-

16 ship, and the president of the A l a s k a  State Trust Company [COMMIS-

17 SIONER OF REVENUE].

18 * Sec. 12. AS 37.14.140 is amend ed  to read:

19 Sec. 37.14.140. UT I L I Z A T I O N  OF INCOME. The net income of the

20 fund ma y not be appr op ri at ed for a purpose other than the support of

21 the state public school program. The A l a s k a  State Trust Company

22 [COMMISSIONER OF REVENUE] shall invest realized net income that has

23 not be e n  a p p rop ri at ed  or that has b e e n  a pp ropriated but not e xp ended

24 until the income is appr opr ia te d and expended.

25 * Sec. 13. AS 37.14.160 is amen ded  to read:

26 Sec. 37.14.160. D UT I E S  OF T H E  ALA SK A S TATE T R U S T  COMPANY [COM-

27 M I S S I O N E R  OF REVENUE]. T h e  A l a s k a  State Trust C o mp any  [COMMISSIONER

28 OF REVENUE] is the tre asu re r of the trust fund c r e at ed in AS 37.14.110

29 and shall
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1 (1) exercise the powers and duties established in AS 14.-

2 25.180(c);

3 (2) deposit the principal and income from investments in

4 separate principal and income accounts for the fund;

5 (3) invest and maintain accounting records that distinguish

6 between the principal and income of the fund;

7 (4) provide reports to the board established under AS 37.-

8 14.120 on the condition and investment performance of the fund.

9 * Sec. 14. AS 37.14.170 is amended to read:

10 Sec. 37.14.170. INVESTMENTS. The Ala sk a State Trust Company

11 [COMMISSIONER OF REVENUE] is the fiduciary of the trust fund and shall

12 invest the fund to provide increasing net income over long-term peri-

13 ods to the fund's income beneficiaries. The Alaska State Trust Com-

14 pany [COMMISSIONER] may invest the money in the fund on the basis of

15 probable total rate of return to promote the long-term generation of

16 income. In managing the trust fund, the Al as ka  State Trust Company

17 [COMMISSIONER] shall

18 (1) consider the status of the fund's capital and the

19 income generated on both a current and a probable future basis;

20 (2) determine the appropriate investment objectives;

21 (3) establish investment policies to achieve the objec-

22 tives; and I

23 (4) act only in regard to the best financial interests of

24 the fund's beneficiaries.

25 * Sec. 15. AS 37.14.200(c) is amended to read:

26 (c) The net income of the fund shall be determined by the Alaska

27 State Trust Company [COMMISSIONER OF REVENUE] in accordance wit h

28 investment accounting principles and in a manner that preserves the

29 distinction between principal and income.
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Sec. 16. AS 37.14.210 is amended to read:

Sec. 37.14.210. POWERS AND DUTIES OF THE A LA S K A  STATE TRUST 

COMPANY [COMMISSIONER OF REVENUE]. The Alaska State Trust Company 

[COMMISSIONER OF REVENUE] is the treasurer of the fund and has the 

power and duty to:

(1) act as official custodian of the cash and investments 

belonging to the fund by securing adequate and safe custodial facili­

ties ;

(2) receive all items of cash and investments belonging to

the fund;

(3) collect the principal and income from investments owned

or acquired by the fund and deposit the amounts in separate principal

and income accounts for the fund;

(4) invest and reinvest the assets of the fund as provided

in this section and as provided for the investment of funds under

AS 14.25.180(c) and AS 37.14.170;

(5) exercise the powers of an owner w it h  respect to the 

assets of the fund;

(6) maintain accounting records of the fund in accordance 

with investment accounting principles and with distinction between the 

principal and income accounts of the fund;

(7) engage an independent firm of certified public acc o u n­

tants to annually audit the financial condition of the fund's inv est­

ments and investment transactions;

(8) enter into and enforce contracts or agreements c o n­

sidered necessary for the investment purposes of the fund;

(9) report to the board the condition and investment p e r­

formance of the fund;

(10) do all acts, whether or not expressly authorized, that
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1 the A l a s k a  State Trust C o m p a n y  [ CO MM IS SIO NE R O F  REVENUE] considers

2 ne c e s s a r y  or p r o p e r  in a d m i n i s t e r i n g  the assets of the fund.

3 * Sec. 17. AS 37.14.240(b) is a m e n d e d  to read:

4 (b) The net income o f  the fund  m a y  b e  ap pr opriated only for the

5 f o l l owi ng  purposes:
' 8

6 (1) the a wa rd i n g  of grants;

7 (2) obt ain in g p r i v a t e  and federal grants for the fund;

8 (3) solici ti ng  contributions, gifts, and bequests for the

9 f u n d ; and

10 (4) reimb ur se men t to the A l a s k a  State Trust C o mp an y [DE-

11 P A R T M E N T  OF REVENUE] for the costs of esta bli sh in g the fund.

12 * Sec. 18. AS 39.35.020 is a m e nde d to read:

13 Sec. 39.35.020. A D M IN IS TR ATI ON . The  commissioner of adminis-

14 t r a t i o n  is responsible for the a d m i n i s t r a t i o n  of the system and for

15 c ar r y i n g  out this chapter. I n  a d d i t i o n  the commissioner shall

16 (1) m a i n t a i n  t he p a r t i ci pa nt accounts of the system;

17 (2) m ake p a y m e n t s  for the v a r io us  purposes specified;

18 (3) submit p e r i o d i c  reports or statements of accou nt  that

19 are needed;

20 (4) issue a st atement of account to an employee reques ti ng

21 it showing the amount of the e m pl oy ee 's contributions to the system;

22 (5) as soon as po ss i b l e  a ft er  the close of e a c h  fiscal

23 y e a r , and not later t h a n  six m on t h s  af ter  the close of e a c h  fiscal

24 year, send to the governor, the legislature, and the board a n  annual

25 statement o n  the o p era ti on s of the s y s t e m  containing

26 (A) a b a l a n c e  sheet;

27 (B) a st atement of income and expenditures for the

28 year;

29 (C) a report on  a n  actuarial va l u a t i o n  of its assets
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a n d  liabilities;

(D) a summa ry o£ assets h e l d  in the p e n s i o n  fund 

l i s t e d  by the categ or ie s of investment, as p ro vi ded  by the A la s k a  

S t a t e  Trust C o m p a n y  [COMMI SSI ON ER  OF R E V E N U E ] ;

(E) o t h e r  st at istical fi nancial data that are n e c e s­

sar y  for a p r o p e r  u n d e r s t a n d i n g  of the financial con dition of the 

s y s t e m  and the  result of its operations;

(6) e s t a b l i s h  a public e mployees retirement trust fund in 

w hi ch  the assets of the system shall be de p o s i t e d  and held;

(7) en g a g e  a n  independent c e r ti fie d public accountant to 

conduct an annual audit of the system's accounts and the annual report 

of the system's f i n an cia l condi ti on  and activity;

(8) report to the boa rd  c o n c e r n i n g  the con dit io n and a d m i n­

ist r a t i o n  of the s y s t e m  and d i s tr ibu te  the report to the members of 

the system.

* Sec. 19. AS 39. 35 .0 80  is amended to read:

Sec. 39.35.080. DUT IE S OF T HE  A L A S K A  STATE TRUST COMPANY [COM­

M I S S I O N E R  OF R E V E N U E ] . The Al as k a  State Trust Company [COMMISSIONER 

OF REVENUE] is the t reasurer of the sy st em  and the fiduciary of the 

fund. The A l a s k a  State Trust Company [COMMISSIONER] has the same 

powers and du ti es es ta bl ish ed  u n d e r  this chapt er  in regard to the fund 

as are p ro v i d e d  in AS 14.25.035(d) and 14.25.180.

* Sec. 20. T R A N S I T I O N A L  PROVISIONS. (a) The first four unaf fi lia te d 

directors pro vided for by AS  37.36.020(a)(4), as enacted by sec. 2 of this 

Act, shall be elect ed  by the af filiated dir ectors from a mong a list of 

three candidates for e ach dire ct ors hi p s u b mi tte d by the chair of the board. 

Th e e l e c t i o n  of the first four u n a f f i l i a t e d  directors is not subject to 

AS 37.36.040(f) as e n a c t e d  by sec. 2 of this Act. Notw it hs ta ndi ng  AS 37.- 

36.020(c) and 37.36.070(d), as enac ted  by sec. 2 of this Act, the terms of
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1 the first four unaffiliated directors may be less than four years, and the

2 term of the first chief investment officer may be less than five years, in

3 order to provide for proper staggering of terms.

4 (b) Litigation, hearings, investigations and other proceedings pend-

5 ing under a law amended or repealed by this Act, or in connection with

6 functions transferred by this Act, continue in effect and may be continued

7 and completed notwithstanding a transfer or amendment or repeal provided

8 for in this Act. Certificates, orders, and regulations issued or adopted

9 under authority of a law amended or repealed by this Act remain in effect

10 for the term issued, or until revoked, vacated, or otherwise modified under

11 the provisions of this Act. Contracts, rights, liabilities, and obliga-

12 tions created by or under a law amended or repealed by this Act, and in

13 effect on the effective date of this Act, remain in effect notwithstanding

14 this Act's taking effect. Records, equipment, appropriations, and other

15 property of agencies of the state whose funds are transferred under this

16 Act shall be transferred to implement the provisions of this Act.

17 * Sec. 21. Sections 1, 2, and 20 of this Act take effect July 1, 1990.

18 * Sec. 22. Sections 3 - 19 of this Act take effect on the earlier of

19 July 1, 1991, or the date of execution of a trust agreement between the

20 commissioner of revenue and the trust company containing the same pro-

21 visions as secs. 3 - 19 of this Act relating to the transfer of fiduciary

22 responsibilities. The commissioner of revenue shall notify the lieutenant

23 governor and the revisor of statutes when the trust agreement is executed,

24 if it is executed before July 1, 1991.
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