
(11)

4 / 1 7 / 8 2

C O M M I T T E E  R E P O R T

H O U S E

FURTHER:

Mr. S p e a k e r :

T h e  C o m m i t t e e  on
F I N A N C E

D a t e

has had H B  7 7 0

" A n  A c t  r e l a t i n g  t o  t h e  A l a s k a  p e r m a n e n t  f u n d . "

u n d e r  c o n s i d e r a t i o n  a n d  r e p o r t s  i t  b a c k  a s  f o l l o w s :

[ ] do p a s s  [ ] do n o t  p a s s

[ ] do p a s s  w i t h  a t t a c h e d  a m e n d m e n t s (s )

[ ] s a m e  t i t l e
[ ] r e p l a c e  w i t h  CS f o r ________________________________________________ [ ] n e w  t i t l e

a n d  r e c o m m e n d s  _________________________________________________________________________

[ ] A N D  a t t a c h e s  a " L e t t e r  of I n t e n t "  ( ] N e w  F i s c a l  N o t e

[ ] r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  to t h e  __________________________________________________C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  H A V I N G

DO P A S S  O T H E R  R E C O M M E N D A T I O N S :

H 60 (Rev. 3/81)

CHAIRMAN



C O M M I T T E E  R E P O R T
1«: •

H O U S E
~ r

(5 ) F U R T H E R :( F I N A N C E

2 / 1 2 / 8 2

D a t e :  4 ^ / 5 ^

Mr. S p e a k e r :

T h e  C o m m i t t e e  o n  S T A T E  A F F A I R S _______________ ^as had H B  7 7 0 ________________

" A n  A c t  r e l a t i n g  t o  t h e  A l a s k a  p e r m a n e n t  f u n d . "

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

[ 1 

[ ]

do p a s s  [ ] do n o t  p a s s

do p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )

r e p l a c e  w i t h  CS f o r  b j  J  &  C  M l

u s

s a m e  t i t l e

■[X? new tlt̂e
a n d  r e c o m m e n d s

[ ] 

[ i

A N D  a t t a c h e s  a " L e t t e r  o f  I n t e n t "  ]

r e p o r t s  it b a c k  w4H;4TOirtrn’*e r T r ^ ^  C{S> ~!f

r e f e r r e d  to the

N e w  JFiscal N o t e

O

C o m m i  t t e e

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :

 _ /_ «*— —  ___/ ^ O

5 Z S C  d T o t r

H 60 (Rev. 12/78)



1

2

3

4

5

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

k

.1 o

O r i g i n a l  s p o n s o r :  M e t c a l f e O f f e r e d :  4 / 1 6 / 8 2
R e f e r r e d :  F i n a n c e

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

C S  F O R  H O U S E  B I L L  N O .  7 7 0  ( S t a t e  A f f a i r s )

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

T W E L F 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

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  i n v e s t m e n t  a n d  m a n a g e m e n t  o f

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

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

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . ”

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1. A S  3 7 . 1 3 . 0 5 0  is a m e n d e d  t o  r e a d :

S e c .  3 7 . 1 3 . 0 5 0 .  C O M P O S I T I O N  A N D  Q U A L I F I C A T I O N S  O F  B O A R D  O F  T R U S T ­

EES .  (a) T h e  B o a r d  o f  T r u s t e e s  o f  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  c o n s i s t s  o f  s i x  m e m b e r s  a p p o i n t e d  b y  t h e  g o v e r n o r .  T w o  [ T H R E E ]  o f  

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

o n e  o f  w h o m  s h a l l  b 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 .  F o u r  [ T H R E E ]  m e m b e r s  

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

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

o r  a p p o i n t i v e ,  e x c e p t  a s  a m e m b e r  o f  t h e  a r m e d  f o r c e s  o f  e i t h e r  t h e  

U n i t e d  S t a t e s  o r  o f  t h i s  s t a t e .  [ M E M B E R S  O T H E R  T H A N  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 H A L L  B E  S E P A R A T E L Y  C O N F I R M E D  B Y  A  M A J O R I T Y  O F  T H E  M E M B E R S  O F  

T H E  L E G I S L A T U R E  I N  J O I N T  S E S S I O N . ]

(b) T h e  f o u r  [ T H R E E ]  p u b l i c  m e m b e r s  o f  t h e  b o a r d  s h a l l  h a v e  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  e x p e r i e n c e  i n  f i n a n c e ,  i n v e s t m e n t s ,  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  f i e l d s .

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

m e m b e r s .

*  S e c .  2. A S  3 7 . 1 3 . 0 6 0  is a m e n d e d  t o  r e a d :

S e c .  3 7 . 1 3 . 0 6 0 .  T E R M  O F  O F F I C E .  T h e  p u b l i c  m e m b e r s  o f  t h e
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b o a r d  s h a l l  b e  a p p o i n t e d  f o r  t e r m s  o f  f o u r  [ T H R E E j  y e a r s ,  a n d  t h e y  m a y  

h e  r e a p p o i n t e d  [ S U B J E C T  T O  C O N F I R M A T I O N  B Y  A M A J O R I T Y  O F  T H E  M E M B E R S  O F  

T H E  L E G I S L A T U R E  I N  J O I N T  S E S S I O N ] .  T h e  t e r m s  o f  t h e  p u b l i c  m e m b e r s  

[ T E R M S ]  s h a l l  b e  s t a g g e r e d  s o  t h a t  n o  m o r e  t h a n  o n e r̂ r m  o f  a  p u b l i c  

m e m b e r  e x p i r e s  e a c h  y e a r . [ I N I T I A L  T E R M S  F O R  MEMBER*. O T H E R  T H A N  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 H A L L  B E  T W O  M E M B E R S  S E R V I N G  F O R  O N E  Y E A R ,  T W O  

M E M B E R S  S E R V I N G  F O R  T W O  Y E A R S ,  A N D  O N E  M E M B E R  S E R V I N G  F O R  T H R E E  Y E A R S . ]  

S e c .  3. A S  3 7 . 1 3 . 0 7 0  is a m e n d e d  t o  r e a d :

S e c .  3 7 . 1 3 . 0 7 0 .  R E M O V A L  A N D  V A C A N C I E S .  (a) T h e  g o v e r n o r  m a y  

f o r  g o o d  c a u s e  r e m o v e  a m e m b e r  o f  t h e  b o a r d  f r o m  o f f i c e .  [ H O W E V E R ,  T H E  

R E M O V A L  O F  A  M E M B E R  O F  T H E  B O A R D  IS S U B J E C T  T O  D I S A P P R O V A L  B Y  A  V O T E  O F  

A  M A J O R I T Y  O F  T H E  M E M B E R S  O F  T H E  L E G I S L A T U R E  A T  T H E  F I R S T  J O I N T  S E S S I O N  

H E L D  1 0  O R  M O R E  D A Y S  A F T E R  T H E  L E G I S L A T U R E  R E C E I V E S  N O T I C E  O F  T H E  E E M O V A I  

F R O M  T H E  G O V E R N O R . ]  A  r e m o v a l  b y  t h e  g o v e r n o r  s h a l l  b e  i n  w r i t i n g  a n d  

s h a l l  s t a t e  t h e  r e a s o n  f o r  t h e  r e m o v a l .  A  m e m b e r  w h o  i s  r e m o v e d  b y  t h e  

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

f o r  p u r p o s e s  o f  e s t a b l i s h i n g  a q u o r u m  a f t e r  [ B E T W E E N  T H E  T I M E ]  h e  

r e c e i v e s  w r i t t e n  n o t i c e  o f  h i s  r e m o v a l  f r o m  t h e  g o v e r n o r  [ A N D  T H E  T I M E  

T H A T  T H E  L E G I S L A T U R E ' S  P O W E R  T O  D I S A P P R O V E  T H E  R E M O V A L  U N D E R  T H I S  S U B ­

S E C T I O N  E X P I R E S .  I F  T H E  L E G I S L A T U R E  D I S A P P R O V E S  T H E  R E M O V A L  O F  A B O A R D  

M E M B E R ,  T H E  B O A R D  M E M B E R  S H A L L  B E  R E I N S T A T E D ] .

(b) A  v a c a n c y  o n  t h e  b o a r d  s h a l l  b e  p r o m p t l y  f i l l e d  b y  a p p o i n t m e n t  

b y  t h e  g o v e r n o r  [A N D  C O N F I R M A T I O N  B Y  A  M A J O R I T Y  O F  T H E  M E M B E R S  O F  T H E  

L E G I S L A T U R E  I N  J O I N T  S E S S I O N ] .  A n  a p p o i n t e e  t o  a v a c a n c y  s h a l l  h o l d  

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

b o a r d  w a s  a p p o i n t e d .  [IF A  V A C A N C Y  A R I S E S  O N  T H E  B O A R D  W H I L E  T H E  L E G I S ­

L A T U R E  IS N O T  I N  S E S S I O N ,  T H E  G O V E R N O R  M A Y  A P P O I N T  A N  I N T E R I M  B O A R D  

M E M B E R  W H O  S H A L L  E X E R C I S E  T H E  P O W E R S  O F  A  B O A R D  M E M B E R  U N T I L  T H E  L E G I S ­

L A T U R E  F A I L S  T O  C O N F I R M  T H E  A P P O I N T M E N T  O F  T H E  I N T E R I M  B O A R D  M E M B E R .  ]
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(c) A  v a c a n c y  o n  t h e  b o a r d  d o e s  n o t  i m p a i r  t h e  a u t h o r i t y  o f  a 

q u o r u m  o f  t h e  b o a r d  t o  e x e r c i s e  a l l  t h e  p o w e r s  a n d  p e r f o r m  a l l  t h e  

d u t i e s  o f  t h e  b o a r d *

S e c .  4. A S  3 7 . 1 3 . 0 9 0  i s  a m e n d e d  t o  r e a d :

S e c .  3 7 . 1 3 . 0 9 0 .  C O M P E N S A T I O N  O F  B O A R D  M E M B E R S .  T h e  b o a r d  s h a l l  

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

t o  a p p r o v a l  b y  t h e  l e g i s l a t u r e  i n  a c c o r d a n c e  w i t h  A S  3 7 . 0 7 .  C o m p e n s a ­

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

o p e r a t i n g  budp.et o f  t h e  b o a r d  (AS 3 7 . 1 3 . 1 5 0 ) .  M e m b e r s  [ P U B L I C  M E M B E R S  

O F  T H E  B O A R D  R E C E I V E  A N  H O N O R A R I U M  O F  $ 4 0 0  F O R  E A C H  M E E T I N G  D A Y  I F  T H E Y  

A T T E N D  T H E  M E E T I N G .  A L L  M E M B E R S ]  o f  t h e  b o a r d  a r e  e n t i t l e d  t o  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  l a w  f o r  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 m i s s i o n s .

S e c .  5. A S  3 7 . 1 3 . 1 2 0 ( g )  i s  a m e n d e d  t o  r e a d :

(g) S u b j e c t  t o  t h e  l i m i t a t i o n s  c o n t a i n e d  i n  [(h) A N D  (i) O F ]  t h i s  

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

(1) o b l i g a t i o n s  of, o r  o b l i g a t i o n 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 g e n c i e s  o r  i n s t r u m e n t a l i t i e s  o f  t h e  U n i t e d  

S t a t e s  t

(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  i n  b y  t h e  U n i t e d  

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

t i o n s  o f  c o r p o r a t i o n s  i n  w h i c h  t h e  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  a n d  t e r m  d e p o s i t s  o f  [ I S S U E D  BY] 

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  w h i c h  a r e  m e m b e r s  o f  t h e  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  a n d  [FOR] w h i c h  m a y  b e  r e a d i l y  s o l d  i n  a  [GENERALL'' 

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  a t  p r i c e s  r e f l e c t i n g  f a i r  v a l u e  [ E X I S T S ]  o r  

w h i c h  a r e  f u l l y  s e c u r e d  a t  a l l  t i m e s  a s  t o  p a y  roent o f  p r i n c i p a l  a n d
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i n t e r e s t  a s  [ B Y  I N V E S T M E N T S ] d e s c r i b e d  i n  CnO [ ( 1 ) ,  (2), (8) O R  (12) -

(16)] o f  t h i s  s e c t i o n  [ S U B S E C T I O N ;  T H E  S E C U R I T Y  P L E D G E D  J N D E R  T H I S  

P A R A G R A P H  S H A L L  B E  A T  L E A S T  E Q U A L  T O  T H E  F A C E  V A L U E  O F  T H E  D E P O S I T  A N D  

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

(4) c e r t i f i c a t e s  o f  d e p o s i t  a n d  t e r m  d e p o s i t s  [ S H A R E S ]  o f

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  l o a n  [ L O A M S ]  a s s o c i a t i o n s  i n  A l a s k a  

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

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

p r i n c i p a l  a n d  i n t e r e s t  as_ [ B Y  I N V E S T M E N T S ]  d e s c r i b e d  i n  (m) [(1), (2)] 

o f  t h i s  s e c t i o n  [S U B S E C T I O N ];

(5) [ S A V I N G S ]  c e r t i f i c a t e s  o f  d e p o s i t  a n e  t e r m  d e p o s i t s  o f  

T 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  l o a n  a s s o c i a t i o n s  i n  A l a s k a

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

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

p r i n c i p a l  a n d  i n t e r e s t  a s  [ B Y  I N V E S T M E N T S ]  d e s c r i b e d  i n  (m) [(1), (2)] 

o f  t h i s  section. [ S U B S E C T I O N ] ;

(6) c e r t i f i c a t e s  o f  d e p o s i t  a n d  t e r m  d e p o s i t s  o f  [ 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  i n  A l a s k a  v/hich m a y  b e  r e a d i l y  s o l d  i n  a  s e c ­

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

a t  a l l  t i m e s  a s  t o  p a y m e n t s  o f  p r i n c i p a l  a n d  i n t e r e s t  a £  [ B Y  I N V E S T M E N T S ]  

d e s c r i b e d  i n  (ta) [(1), (2)] o f  t h i s  s e c t i o n  [ S U B S E C T I O N ] ;

(7) f i x e d - t e r m  c e r t i f i c a t e s  o f  i n d e b t e d n e s s  o f  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  m a y  b e  r e a d i l y  s o l d  i n  a m a r k e t  a t  

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

t o  p a y m e n t s  o f  p r i n c i p a l  a n d  i n t e r e s t  as^ [ B Y  I N V E S T M E N T S ]  d e s c r i b e d  i n  

(n) [ ( 1 ) ,  (2)] o f  t h i s  s e c t i o n  [ S U B S E C T I O N ] ;

(8) c o r p o r a t e  d e b t  s e c u r i t i e s  w h i c h  a r e  r a t e d  A A  o r  b e t t e r  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  s e r v i c e ;

(9) s h o r t - t e r m  c o r p o r a t e  p r o m i s s o r y  n o t e s  o f  t h e  h i g h e s t

- 4 -  C S H B  7 7 0 (SA)



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

r a t i n g s  a s s i g n e d  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  s e r v i c e ;

(10) b a n k e r s *  a c c e p t a n c e s  d r a v m  o n  a n d  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  e a c h  o f  w h i 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  a t  l e a s t  $ 2 0 0 , 0 0 0 , 0 0 0 ;

(11) 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  t h e  

a g r e e m e n t s  b e i n g  a n y  o f  t h e  i t e m s  i n  (1) - (3) a n d  (3) - (10) o f  t h i s  

s u b s e c t i o n ;

(12) t h e  g u a r a n t e e d  p o r t i o n  o f  F e d e r a l  S m a l l  B u s i n e s s  A d m i n­

i s t r a t i o n  l o a n s ;

(13) t h e  p o r t i o n  o f  f i r s t  l i e n  r e a l  e s t a t e  m o r t g a g e s  g u a r a n ­

t e e d  b y  t h e  F e d e r a l  V e t e r a n s  A d m i n i s t r a t i o n  [ A S S O C I A T I O N ] ;

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

t h e  R u r a l  D e v e l o p m e n t  A c t  o f  1 9 7 2  w h i c h  a r e  g u a r a n t e e d  b y  t h e  F a r m e r ’s 

H o m e  A d m i n i s t r a t i o n ;

(15) t h e  g u a r a n t e e d  p o r t i o n  o f  F a r m e r ‘s H o m e  A d m i n i s t r a t i o n

l o a n s ;

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

m e r c i a l  o r  [OF] r e s i d e n t i a l  r e a l  e s t a t e  i m p r o v e d  b y  c o m p l e t e d  b u i l d i n g s  

i f  t h e  m o r t g a g e s  a r e  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  t o  d o  b u s i n e s s  i n  A l a s k a  a n d  h a s  c o m b i n e d  c a p i t a 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  a t  l e a s t  $ 2 0 , 0 0 0 , 0 0 0, a n d  i f  l o a n - t o -  

v a l u e  r a t i o s  d o  n o t  e x c e e d  7 5  p e r c e n t  f o r  c o m m e r c i a l  m o r t g a g e s  a n d  9 0  

p e r c e n t  f o r  r e s i d e n t i a l  m o r t g a g e s ; h o w e v e r , [ T H E  M I N I M U M  C O V E R A G E  S H A L L  

B E  1 0  P E R C E N T  F O R  L O A N S  H A V I N G  A  L O A N - T O - V A L U E  R A  TIO O F  L E S S  T H A N  9 0  

P E R C E N T ,  A N D  T H E  M I N I M U M  C O V E R A G E  S H A L L  B E  20 P E R C E N T  F O R  L O A N S  H A V I N G  A  

L O A N - T O - V A L U E  R A T I O  O F  9 0  P E R C E N T  O R  M O R E . ]

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

l o a n s  h a v i n g  l o a n - t o - v a l u e  r a t i o s  o f  l e s s  t h a n  5 0  p e r c e n t  a n d  t h e  

m i n i m u m  c o v e r a g e  o f  o t h e r  c o m m e r c i a l  l o a n s  s h a l l  b e  10 p e r c e n t  f o r
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t h o s e  h a v i n g  a  l o a n - t o - v a l u e  r a t i o  o f  5 0 - 6 0  p e r c e n t  a n d  1 5  p e r c e n t  

f o r  t h o s e  h a vi. 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  6 0  p e r c e n t  b u t  

n o  m o r e  t h a n  7 5  p e r c e n t , a n d

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

l o a n s  h a v i n g  a l o a n - t o - v a l u e  r a t i o  o f  l e s s  t h a n  7 0  p e r c e n t  a n d  t h e  

m i n i m u m  c o v e r a g e  o f  o t h e r  r e s i d e n t i a l  l o a n s  s h a l l  b e  1 0  p e r c e n t  f o r  

t h o s e  having; 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  7 0  p e r c e n t  b u t  l e s s  

t h a n  9 0  p e r c e n t  a n d  2 0  p e r c e n t  f o r  t h o s e  h a v i n g  a  l o a n - t o - v a l u e  

r a t i o  o f  9 0  p e r c e n t ;

(17) n o t e s  s e c u r e a  b y  m o r t g a g e s  grrantinn: a f i r s t  l i e n  o n  c o m ­

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

f i n a n c i a l  I n s t i t u t i o n  r e t a i n s  a t  l e a s t  25 p e r c e n t  o f  t h e  mortftapre u n t i l  

m a t u r i t y ;

(18) p r e f e r r e d  a n d  c o m m o n  s t o c k  o f  c o r p o r a t i o n s  i n c o r p o r a t e d  

i n  t h e  U n i t e d  S t a t e s ,  o n  w h i c h  d i v i d e n d s  h a v e  b e e n  p a i d  i n  e a c h  o f  t h e  

t h r e e  y e a r s  i m m e d i a t e l y  p r e c e d i n g  t h e  i n v e s t m e n t ;

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

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

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

u n d e r  t h i s  s e c t i o n ;

(20) c e r t i f i c a t e s  o f  d e p o s i t ,  terra d e p o s i t s ,  b a n k e r s *  a c c e p ­

t a n c e s ,  o r  e q u i v a l e n t  i n s t r u m e n t s ,  w h i c h  a r e  i s s u e d  b y  a  U n i t e d  S t a t e s  

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

d e n o m i n a t e d  i n  e i t h e r  U n i t e d  S t a t e s  o r  f o r e i g n  c u r r e n c y ,  i f  e i t h e r  (A) 

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

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

a t  t h e  d a t e  o f  i s s u e  e q u a l l i n g  a t  l e a s t  $ 5 0 0 , 0 0 0 , 0 0 0 ;  i n v e s t m e n t s  m a d e 

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

d o m e s t i c  c e r t i f i c a t e s  u n d e r  (tn) o f  t h i s  s e c t i o n ;
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(21) e q u i t y  i n t e r e s t s  i n ,  a n d  d e b t  o b l i g a t i o n s  s e c u r e d  b y  

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

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

t h e s e  i n v e s t m e n t s  a r e  m a d e

(A) i n  a  c o r p o r a t i o n ,  p a r t n e r s h i p ,  t r u s t , o r  o t h e r  

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

a t  l e a s t  6 0  p e r c e n t  o f  t h e  b e n e f i c i a l  o w n e r s h i p  i n t e r e s t s  a r e  

h e l d  b y  o t h e r  i n s t i t u t i o n a l  i n v e s t o r s ,  a n d  w h i c h  is o r g a n i z e d  a n d  

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

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

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

o f  r e a l  e s t a t e  i n v e s t m e n t s  o f  i n s t i t u t i o n a l  i n v e s t o r s ;  o r

(B) in c o n j u n c t i o n  w i t h  a n d  o n  s u b s t a n t i a l l y  t h e  s a m e  

t e r m s  a s  a n  e n t i t y  d e s c r i b e d  i n  (A) o f  t h i s  p a r a g r a p h ;

(22) l i m i t e d  p a r t n e r s h i p  i n t e r e s t  i n  v e n t u r e  c a p i t a l  f u n d 3 ,  

i f  t h e s e  i n v e s t m e n t s  a r e  m a d e

(A) i n  a p a r t n e r s h i p  i n  w h i c h ,  a t  t h e  c o n c l u s i o n  o f  

e a c h  i n v e s t m e n t  t r a n s a c t i o n ,  a t  l e a s t  6 0  p e r c e n t  o f  t h e  b e n e f i c i a l  

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

vyhich i s  o r g a n i z e d  a n d  o p e r a t e d  f o r  t h e  p u r p o s e  o f  m a k i n g  v e n t u r e  

c a p i t a l  i n v e s t m e n t s  b y  a  m a n a g e r  o f  i n s t i t u t i o n a l  f u n d s  v7ho h a s  

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

c a p i t a l  i n v e s t m e n t s  o f  i n s t i t u t i o n a l  i n v e s t o r s ;  a n d

(B) i n  a  p a r t n e r s h i p  t h a t  a g r e e s  t o  m a k e  v e n t u r e  c a p i t a l

i n v e s t m e n t s  i n  t h e  s t a t e  e q u a l  t o  t h e  i n v e s t m e n t  o f  t h e  A l a s k a  

p e r m a n e n t  f u n d  i n  t h e  p a r t n e r s h i p  t o  t h e  e x t e n t  t h a t  i n - s t a t e  i n ­

v e s t m e n t s  t h a t  h a v e  a r i s k  l e v e l  a n d  e x p e c t e d  y i e l d  c o m p a r a b l e  t o

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  a r e  a v a i l a b l e .

(23) o b l i g a t i o n s  i s s u e d  b y  a n  a g e n c y  o f  t h e  3 t a t e  i f  t h e
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o b l i g a t i o t - s  a n d  t h e  I n t e r e a t  o n  t h e m  a r e  t a x a b l e  u n d e r  f e d e r a l  l a w .

*  S e c ,  6. A S  3 7 , 1 3 . 1 2 0 ( i )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d s

(i) A t  t h e  t i m e  o f  e a c h  i n v e s t m e n t ,  t h e  a g g r e g a t e  i n v e s t m e n t  o f  

t h e  A l a s k a  p e r m a n e n t  f u n d  i n  e a c h  s t a t e d  c a t e g o r y  o f  i n v e s t m e n t  m a y  n o t  

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

f u n d s  m o r t g a g e s  u n d e r  ( g ) ( 1 6 )  o f  t h i s  s e c t i o n ,  1 5  p e r c e n t ?  r e a l  e s t a t e

i n v e s t m e n t s  u n d e r  ( g ) ( 2 1 )  o f  t h i s  s e c t i o n ,  15 p e r c e n t ;  v e n t u r e  c a p i t a l  

l i m i t e d  p a r t n e r s h i p s  u n d e r  ( g ) ( 2 2 )  o f  t h i s  s e c t i o n ,  1 5  p e r c e n t ;  f o r e i g n  

s e c u r i t i e s  u n d e r  ( g ) ( 1 9 )  o f  t h i s  s e c t i o n ,  1 0  p e r c e n t ;  f o r e i g n  c e r t i f i ­

c a t e s  o f  d e p o s i t  o r  t h e  e q u i v a l e n t  u n d e r  ( g ) ( 2 0 )  o f  t h i s  s e c t i o n ,  20 

p e r c e n t ;  c o r p o r a t e  s t o c k s  a n d  d e b t  s e c u r i t i e s  u n d e r  ( g ) ( 8 ) ,  (9), a; I

(18) o f  t h i s  s e c t i o n ,  5 0  p e r c e n t .  T h e  A l a s k a  p e r m a n e n t  f u n d  m a y  a t  n o  

t i m e  o w n  m o r e  t h a n  f i v e  p e r c e n t  o f  t h e  v o t i n g  s t o c k  o f  a  c o r p o r a t i o n .  

D o m e s t i c  s t o c k s ,  e x c e p t  f o r  b a n k  a n d  i n s u r a n c e  c o m p a n y  s t o c k s ,  m u s t  b e  

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

S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n ,

* S e c ,  7, A S  3 7 , 1 3 . 1 2 0  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

(m) C e r t i f i c a t e s  o f  d e p o s i t  o r  t h e  e q u i v a l e n t  i n s t r u m e n t s  V7hich

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

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

c f  i n v e s t m e n t s  a u t h o r i z e d  f o r  t h e  A l a s k a  p e r m a n e n t  f u n d  u n d e r  ( g ) ( 3 ) ,

(2), (8) o r  (12) - (17) o f  t h i s  s e c t i o n ,  w h i c h  i n v e s t m e n t s  h a v e  v a l u e  at 

l e a s t  e q u a l  t o  t h e  f a c e  v a l u e  o f  t h e  c e r t i f i c a t e  o f  d e p o s i t .  T h e  b o a r d  

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

s a t i s f a c t i o n  o f  t h e  r e q u i r e m e n t s  s e t  o u t  i n  t h i s  s u b s e c t i o n ,

(n) C e r t i f i c a t e s  o f  d e p o s i t  o r  t h e  e q u i v a l e n t  i n s t r u m e n t s  m a y  n o t  

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

l o a n - t o - d e p o s i t  r a t i o  o f  t h a t  b a n k  a s  d e t e r m i n e d  b y  t h e  d i v i s i o n  o f  

b a n k i n g  o f  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  f o r  t h e
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last full q u a r t e r  p r e c e d i n g  the p u r c h a s e  is not m o r e  t h a n  five p e r c e n t  

less than the i n - s t a t e  l o a n - t o - d e p o s i t  a v e r a g e  r a t i o  for all banks d o i n g  

b u s i n e s s  in A l a s k a  for that quarter*

(o) C e r t i f i c a t e s  of d e p o s i t s  or the e q u i v a l e n t  i n s t r u m e n t  m a y  not 

be p u r c h a s e d  f r o m  a b a n k  d o i n g  b u s i n e s s  in A l a s k a  if state and s tate 

a g e n c y  d e p o s i t s  in the b a n k  are in excess of AGO p e rcent of the b a n k ' s  

c o m b i n e d  c a pital and surplus.

* Sec. 8. AS 37.13 is a m ended b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 37.13.145. D I S P O S I T I O N  OF INCOME. At the end o f  e a c h  fiscal 

year, a n  amount equal to 50 p e r c e n t  of net income as d e f i n e d  in AS 37.-

13.140, e x c l u d i n g  any i ncome on the u n d i s t r i b u t e d  income account in the 

A l a s k a  p e r m a n e n t  fund, shall be t r a n s f e r r e d  to p r i n c i p a l  of the fund for 

r e i n v e s t m e n t .  T h e  o t h e r  50 p e r c e n t  of the net i ncome shall be t r a n s­

fer r e d  to the u n d i s t r i b u t e d  income account. M o n e y  in the u n d i s t r i b u t e d  

i n c o m e  a c c o u n t  shall be i n v e s t e d  in inves t m e n t s  a u t h o r i z e d  u n d e r  AS 37.- 

13.120. I ncome f r o m  the i n v e s t m e n t  of the u n d i s t r i b u t e d  income account  

shall b e  t r e a t e d  as an a d d i t i o n  to that account.

* Sec. 9. AS 3 7 . 1 3 . 1 5 0  is a m e n d e d  to read:

Sec. 37.13.150. C O R P O R A T I O N  [BOARD] BUDGET. T h e  r e v e n u e s  g e n e r a­

ted b y  the c o r p o r a t i o n ' s  i n v e s t m e n t s  must be i d e n t i f i e d  as the source 

of the o p e r a t i n g  b u d g e t  of the c o r p o r a t i o n  in the state's o p e r a t i n g  

b u d g e t  u n d e r  [BOARD IS F R O M  T H E  G E N E R A L  FUND A N D  IS S U B J E C T  TO] the 

E x e c u t i v e  B udget Act (AS 3 7 . 0 7 . 0 1 0  - 37.07.130). The u n e x p e n d e d  b a l­

anc e  of the c o r p o r a t i o n ' s  annual o p e r a t i n g  b u d g e t  does n o t  lapse at 

the end of the fiscal year but shall be treated as i ncome u n d e r  AS 37.

13.140.

* Sec. 10. AS 3 7 . 1 3 . 1 6 0  is a m e n d e d  to read:

Sec. 37.13.160. AUDITS. T h e  L e g i s l a t i v e  Budget a n d  Audit C o m m i t -  

tee m a y  [SHALL] p r o v i d e  for an a n nual post audit and annual operat i o n a l
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and p e r f o r m a n c e  e v a l u a t i o n s  of the c o r p o r a t i o n’s i n v e s t m e n t s  and i n v e s t­

me n t  progr a m s *

* Sec. 11. AS 37.13 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 37.13.205. REGULA T I O N S .  T h e  b o a r d  m a y  adopt r e g u l a t i o n s  

u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62) to i n t e rpret and 

i m p l e m e n t  this chapt r.

* Sec. 12. T r a n s i t i o n  to four-year terms for m e m b e r s  of the Board of 

Trust e e s  of the A l a s k a  P e r m anent Fund C o r p o r a t i o n  as p r o v i d e d  in AS 37.13.060 

as a m e n d e d  in sec. 2 of this Act shall be i m p l e m e n t e d  as follows: at the 

e x p i r a t i o n  of the p r e s e n t  term of each p ublic member, the g o v e r n o r  shall 

appoint a  r e placement, or r e a p p o i n t  the p r e s e n t  member, for a t e r m  of four 

years. W i t h i n  90 days a f t e r  the e f f e ctive date of this Act, the governor  

shall a p p o i n t  a p u b l i c  m e m b e r  to replace one of the two p r e s e n t  heads of 

p r i n c i p a l  d e p a r t m e n t s  other than the c o m m i s s i o n e r  of revenue, to serve for a 

term of four years or less vrtiich t e r m  expires in a year w h e n  no other p ublic  

m e m b e r’s t e r m  expires. T h e  h e a d  of a principal d e p a r t m e n t  who is to be 

r e p l a c e d  shall conti n u e  to serve on the b o a r d  until the a p p o i n t m e n t  of a 

r eplac e m e n t .

* Sec. 13. This Act takes effect J u l y  1, 1982.

-10- CSHB 770(SA)
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Introduced: 2/12/82 
Referred: S t a t e  A f f a i r s  and 
F i n a n c e

III T H E  H O U S E  B Y  M E T C A L F E

H O U S E  BILL NO. 770 

I N  THE L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A  

T W E L T O  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 BILL

For an Act entitled: "An Act r e l a t i n g  to the A l a s k a  p e r m a n e n t  fund.*1

LE 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  STATE OF ALASKA:

* S e c t i o n  1. AS 37.13.010(a) is r e p e a l e d  and r e e n a c t e d  to read:

(a) Under art. IX, sec. 15 of the state c o n s titution, there is

e s t a b l i s h e d  as a s e p a r a t e  fund the A laska p e r m a n e n t  fund. The Alaska

p e r m a n e n t  fund c o n s i s t s  of

(1) one h u n d r e d  p e r c e n t  of m i n e r a l  lease b o n u s e s  after, d e d u c­

tio n  of amounts a l l o c a t e d

(A) to the A laska Native Fund u n d e r  the A laska Native 

C laims S e t t l e m e n t  Act and i m p l e m e n t i n g  state legislation: and

(B) i n  AS 37.11.020 to the A laska r e n e w a b l e  r e s o urces 

d e v e l o p m e n t  fund;

(2) t w e n t y - f i v e  percent of all m i n e r a l  lease rentals, r o y a l­

ties, r o y a l t y  sale proceeds, and federal m i n e r a l  r e v e n u e  s h a ring payments 

r e c e i v e d  by the state; and

(3) a n y  other m o n e y  a p p r o p r i a t e d  or o t h e r w i s e  a l l o c a t e d  b y  

l a w  to the A l aska p e r m a n e n t  fund.

* Sec. 2. AS 3 7 . 1 3 . 0 4 0  is a m e n d e d  to read:

Sec. 37.13.040. A L A S K A  P E R M A N E N T  F U N D  CORPO R A T I O N .  There is

e s t a b l i s h e d  the A l a s k a  P e r m anent Fund Corpor 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  and 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 the Depart m e n t  of

R e v e n u e  m a n a g e d  b y  the b o a r d  of trustees but has a  legal e x i s t e n c e  i n d e­

pe n d e n t  of a n d  s e p a r a t e  f r o m  the s t a t e. T h e  p u r p o s e  of the board is to

m a n a g e  and invest the assets of the c o r p o r a t i o n  in a c c o r d a n c e  w i t h  this

-I- HB 770
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chapter.

Sec. 3. AS 37.13 . 0 5 0  is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 37.13.050. C O M P O S I T I O N  OF BOARD O F  TRUST E E S ,  (a) T h e  board 

o f  trustees consists of three m e mbers a p p o i n t e d  b y  the g o v e r n o r  and 

co n f i r m e d  b y  a m a j o r i t y  of the m e m b e r s  of the l e g i s l a t u r e  in joint 

session*

(b) The board shall a n n u a l l y  elect a chair f r o m  among its m e m bers.  

Sec. 4. AS 37.13.060 is a m e n d e d  to read:

Sec. 37.13.060. T E R M  O F  OFFICE. The m e m b e r s  of t h e  b o a r d  shall be 

a p p o i n t e d  for terms of three years, and they m a y  be r e a p p o i n t e d  subject 

to c o n f i r m a t i o n  by a m a j o r i t y  of the m e m b e r s  of the l e g i s l a t u r e  in joint 

session. Terms shall be staggered. [INITIAL T E R M S  FOR M E M B E R S  O T H E R 

T H A N  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 H A L L  BE T W O  M E M B E R S  S E R V I N G  FOR ONE 

YEAR, T W O  M E M B E R S  S E R V I N G  FOR T W O  YEARS, AND ONE M E M B E R  S E RVING FOR 

T H R E E  YEARS.]

Sec. 5. AS 37.13.070(a) is r e p e a l e d  and r e e n a c t e d  to read:

(a) The governor m a y  r e move a m e m b e r  of the board f r o m  o ffice b y  

and w i t h  the consent of a m a j o r i t y  of the m e m b e r s  of the legis l a t u r e  in 

j o i n t  session. A removal b y  the g o v e r n o r  shall be in w r i t i n g  and state 

the r e a s o n  for removal. If the l e gislature is not in session, the 

g o v ernor m a y  suspend a member of the board. U p o n  suspension, a v a c a n c y  

is not created but the m e m b e r  of the b o a r d  m a y  not p a r t i c i p a t e  in b o a r d  

b u s iness and m a y  not be c o u n t e d  for purposes of e s t a b l i s h i n g  a quorum. 

T h e  joint s e ssion of the legis l a t u r e  shall be h e l d  w i t h i n  30 days from 

the date of removal if the removal occurs w h i l e  the l e g i s l a t u r e  is in 

s e s s i o n  or w i t h i n  30 days of c o n v e n i n g  of the l e g i s l a t u r e  if the l e g i s­

lature is not in session. If the legisl a t u r e  refuses to c o n s e n t  to his 

removal, the m ember of the b o a r d  shall be r e i n s t a t e d  to his position. 

Sec. 6. AS 37.13 is a m e n d e d  b y  a d d i n g  a n e w  s e c tion to read:

-2-
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Sec. 37.13.075. QUALIFICATION'S OF B OARD M E M B E R S . (a) A  p e r s o n

m a y  not b e  a p p o i n t e d  to the b o a r d  u nless that p e r s o n  has b e e n  a r e s ident

of the state for at least three years.

(b) A m e m b e r  of the b o a r d  m a y  not h o l d  any other state or federal 

office, p o s i t i o n  or employment, e ither e l e c t i v e  or appointive, e x c e p t  as 

a m e m b e r  of the armed forces o f  the U n i t e d  States or of this state.

(c) At lea3t one m e m b e r  of the b oard shall h a v e  r e c o g n i z e d  c o m p e­

tence and w i d e  e x p e r i e n c e  in finance, investments, or 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  field. Persons w h o  share s u b s t a n t i a l l y  s i milar 

p r o f e s s i o n a l  or o c c u p a t i o n a l  b a c k g r o u n d s  m a y  not b e  a p p o i n t e d  to the 

b o a r d  to serve at the same time.

* Sec, 7. AS 3 7 . 1 3.120 is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 37.13.120. POWERS A N D  DUTIES. (a) T h e  p r u d e n t - m a n  rule is 

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

fund assets. The p r u d e n t - m a n  rule as applied to invest m e n t s  of the 

c o r p o r a t i o n  means that in m a k i n g  investments the b oard shall e x e r c i s e  

the j u d gment and care under 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  that an 

in s t itutional investor of o r d i n a r y  prudence, discretion, and i n t e l l i g e n c e  

e x e r cises in the m a n a g e m e n t  of large investments e n t r u s t e d  to it not in 

re g a r d  to speculation but in r e g a r d  to the p e r m anent d i s p o s i t i o n  of 

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

s a f e t y  of capital.

(b) T h e  c o r p o r a t i o n  assets m a y  o n l y  be u s e d  for i n c o m e - p r o d u c i n g  

investments.

(c) The b o a r d  shall seek 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  

a m o n g  c o r p o r a t i o n  i nvestments u n l e s s  u n d e r  the c i r c u m s t a n c e s  it is

c l e a r l y  p r udent not to do so. -

(d) The b o a r d  shall s ubmit long-r a n g e  and q u a r t e r l y  i n v e s t m e n t  

reports to the L e g i s l a t i v e  Budget and Audit Committee.

COMMITTEE COPY
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(e) The c o r p o r a t i o n  m a y  not b o r r o w  funds or g u a r a n t e e  f r o m  p r i n c i­

pal of the fund the o b l i g a t i o n s  of others.

(f) T h e  b o a r d  m a y  enter into a n d  e n f o r c e  all c o n t r a c t s  necessary, 

convenient, or d e s i r a b l e  for p u r p o s e s  of the corporation. It m a y  c o n­

tract w i t h  the d i v i s i o n  of t r e a s u r y  of the D e p a r t m e n t  of R e v e n u e  for 

services.

<g) Subject to (a) a n d  (b) of this section, the b o a r d  m a y  i nvest 

c o r p o r a t i o n  assets in 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

teed by, 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 

Un i t e d  States; c o r p o r a t e  s e c u r i t i e s  that u n d e r  the S e c u r i t i e s  Act of 

1933 are f r e e l y  m a r k e t a b l e ;  and s h o r t - t e r m  i n v e s t m e n t s  that m e e t  the 

r equir e m e n t s  of (a) and (b) o f  this s e c t i o n  except for the t e r m  of the 

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

of stock of a c o r p o r a t i o n  that is not p a y i n g  d i v i dends on that s t o c k  in 

cash at the t i m e  of purchase; nor in the p u r c h a s e  of bonds of a c o r p o r a­

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

five years b e f o r e  purchase, except b e n d s  n e v e r  in default b u t  w h i c h  h a v e  

been o u t s t a n d i n g  for less than five years.

purchase of s t o c k  if i m m e d i a t e l y  f o l l o w i n g  the p u r c h a s e  the propo r t i o n a t e  

m a r k e t  v a l u e  of all stocks h e l d  b y  the c o r p o r a t i o n  w o u l d  e x c e e d  30 

pe rcent of the assets o f  the corpo r a t i o n .

(h) S u b ject to (a) and (b) of this section, the b o a r d  m a y  invest  

c o r p o r a t i o n  assets in

(1) The assets of the fund m a y  not b e  u s e d  for the p u r c h a s e

(?, T h e  assets of the c o r p o r a t i o n  m a y  not be used for the

(1) F e d e r a l  H o u s i n g  A d m i n i s t r a t i o n  mortga g e s ;

(2) Federal V e t e r a n s  A d m i n i s t r a t i o n  mortga g e s ;

(3) 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 least 25 p e r c e n t  of the mortgage.
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(i) To q u a l i f y  as a m o r t g a g e  or s e c ured loan that m a y  b e  p u r c h a s e d  

b y  the b o a r d  u n d e r  (h) of this section, the m o r t g a g e  or s e c u r e d  loan 

shall

(1) h e  s e c u r e d  b y  real estate ir» the state;

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

in w h i c h  at least 60 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  residents;

(3) be c e r t i f i e 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 t i o n  

that the loan b e i n g  s o l d  has 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  that 

liens s u p p o r t i n g  the loan h a v e  b e e n  perfec t e d ;

(4) h a v e  n o  initial c l o s i n g  fees or s e r v i c e  fees that exceed 

o n e - h a l f  of one percent, e x c l u d i n g  c l o s i n g  costs.

(j) The b o a r d  m a y  p u r c h a s e  loans p r o v i d e d  for in (h) of this

s e c t i o n  only w i t h  the appro v a l  of each p u r c h a s e  b y  the D e p a r t m e n t  of 

C o m m e r c e  and E c o n o m i c  Development, and the loans m a y  b e  p u r c h a s e d  o n l y  

f r o m  financial i n s t i t u t i o n s  that are o p e r a t i n g  u n d e r  the n a t i o n a l  banking 

laws, federal savings and loan laws, or u n d e r  the p r o v i s i o n s  of AS 06.05, 

AS 06.15, AS 06.25 or AS 06.30.

(k) The b o a r d  shall e s t a b l i s h  and f r o m  time to t i m e  as n e c e s s a r y  

m o d i f y  guide l i n e s  for the inves t m e n t  of the c o r p o r a t i o n ' s  assets. 

Before a d o p t i o n  of a n y  i n v e s t m e n t  guidelines, the g u i d e l i n e s  shall be 

r e p o r t e d  to the L e g i s l a t i v e  Budget and Audit C o m m i t t e e  for r e v i e w  and 

c o m m e n t .

(1) N o t h i n g  in this s e c t i o n  m a y  be I n t e r p r e t e d  to p r e c l u d e  ir.'Stat 

i nvestments that h a v e  a r i s k  level and e x p e c t e d  y i e l d  comparable to 

a l t e r n a t i v e  i n v e s t m e n t  opport u n i t i e s .

Sec. 8. AS 3 7 . 1 3 . 1 3 0  is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 37.13.130. GAINS A N D  LOSSES. At the e n d  o f  each f iscal year, 

the total a mount of losses on the sales of s e c u r i t i e s ,  n o t  o f f s e t  b y  

gains on the sales of secur i t i e s  d u r i n g  that 7 ear, shall b e  computed,



w i t h  a p o r t i o n  o f  these losses to be d e d ucted e a c h  f i s c a l  year f r o m  the 

i n t e r e s t  and dividend i ncome and the r e s u l t i n g  a m o u n t  of i n t e r e s t  and 

d i v i d e n d  i ncome added to the p r i n c i p a l  of the fund. L o s s e s  t a k e n  on the 

sales of bonds shall be a c c u m u l a t e d  over a p e r i o d  equal t o  the average  

r e m a i n i n g  life of the b o n d s  sold, and losses t a k e n  o n  the sales of 

stocks shall be a c c u m u l a t e d  w i t h i n  a p e r i o d  of f i v e  years, u n l e s s  these 

losses are o ffset b y  gains on future sales o f  securi t i e s .  In a n y  fiscal 

year in w h i c h  the gains o n  sales of s e c u r i t i e s  e x c e e d  the losses on 

the sales o f  securities, the excess shall b e  a d d e d  to the p r i n c i p a l  of 

the fund.

* Sec. 9. AS 37.13 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 37.13.145. M O R T G A G E  LOSS R E S E R V E  ACCOUNT. T h e  b o a r d  m a y  

e s t a b l i s h  a m o r t g a g e  loss r e s e r v e  a c c o u n t  for the p u r p o s e  of p r o t e c t i n g  

the financial i n t e g r i t y  of the fund.

* Sec. 10. AS 3 7 . 1 3 . 1 9 0  is a m e n d e d  to read:

Sec. 37.13.190. P O L I T I C A L  A C TIVITIES. T h e  m e m b e r s  o f  the board of 

trustees and e m p l oyees o f  the c o r p o r a t i o n  m a y  not e n g a g e  in partisai.' 

p o l i t i c a l  a ctivities. T h e  r e s o urces o f  the c o r p o r a t i o n  m a y  not: be used 

to finance or i n f l uence p o l i t i c a l  a c tivities.



HO U S E  J O U RNAL

H O U S E  F I N A N C E  C O M M I T T E E  
L e t t e r  o f  I n t e n t  

f o r
C S H B  1 0 1  (Finance)

I t  is  t h e  i n t e n t  o f  t h e  F i n a n c e  C o m m i t t e e  t h a t  t h e  
" c e r t i f i c a t e  o f  u s e "  p r o v i s i o n  i n  * S e c t i o n  1 o f  C S H B  1 0 1  
(Finance) b e  i n t e r p r e t e d  ir. a c c o r d a n c e  w i t h  t h e  f o l l o w i n g :

S e c t i o n  1 o f  C S H B  1 0 1  ( F i n a n c e )  s t a t e s  t h a t  a m o t o r  f u e l  
d e a l e r  n e e d  n o t  c o l l e c t  t h e  m o t o r  f u e l  t a x  if t h e  d e a l e r  
h a s  a r e a s o n a b l e  b e l i e f  t h a t  t h e  f u e l  t h a t  is s o l d  o r  
t r a n s f e r r e d  is n o t  t o  b e  u s e d  a s  " m o t o r  f u e l "  w i t h i n  t h e  
m e a n i n g  o f  A S  4 3 . 4 0 . 1 0 0  (2). I n  a d d i t i o n  t h e  d e a l e r  m u s t  
o b t a i n  a c e r t i f i c a t e  o f  u s e  f r o m  t h e  r e c i p i e n t  of  t h e  f u e l  
i f  t h e  t a x  is n o t  c o l l e c t e d .  T h e  c e r t i f i c a t e  is a s t a t e m e n t  
b y  t h e  r e c i p i e n t  t h a t  t h e  f u e l  h a s  n o t  b e e n  a n d  w i l l  n o t  b e  
u s e d  i n  a  m a n n e r  t h a t  w o u l d  m a k e  it " m o t o r  f u e l " ,  s u b j e c t  t o  
t h e  m o t o r  f u e l  ta x .  T h e  D e p a r t m e n t  of  R e v e n u e  is t o  
p r e s c r i b e  t h e  f o r m  o f  t h e  c e r t i f i c a t e  o f  u s e  b y  r e g u l a t i o n .

I t  i s  t h e  i n t e n t  o f  t h e  F i n a n c e  C o m m i t t e e  t h a t  a c e r t i f i c a t e  
o f  u s e  m a y  b e  a s h o r t  s t a t e m e n t  p r i n t e d  o n  a f u e l  d e l i v e r y  
i n v o i c e  t o  b e  s i g n e d  b y  t h e  r e c i p i e n t  o f  f u e l  at- t h e  t i m e  o f  
d e l i v e r y .  T o  a v o i d  u n n e c e s s a r y  r e c o r d k e e p i n g  a n d  d u p l i c a t i o n  
o f  f o r m s  t h e  c e r t i f i c a t e  o f  u s e  s h o u l d  b e  p r i n t e d  o n  t h e  
d e l i v e r y  i n v o i c e  o r  t h e  f u e l  b i l l i n g  f o r m  w h e n e v e r  p o s s i b l e .  
T h e  r e g u l a t i o n s  a d o p t e d  b y  t h e  D e p a r t m e n t  of R e v e n u e  t o  
i m p l e m e n t  t h i s  s e c t i o n  o f  t h e  A c t  s h o u l d  a l l o w  t h e  c e r t i f i­
c a t e  o f  u s e  t o  b e  p r i n t e d  o n  f o r m s  u s e d  b y  f u e l  d e a l e r s  
e x c e p t  i n  c a s e s  w h e r e  a s e p a r a t e  c e r t i f i c a t e  o f  u s e  is 
a b s o l u t e l y  n e c e s s a r y .

S i n c e r e l y ,

A 1  A d a m s ,  C h a i r m a n  
H o u s e  F i n a n c e  C o m m i t t e e



THE LEGISLATURE OF THE STATE OF A L A S K A

TWELFTH L E G I S L A T U R E

FISCAL NOTE

I .  REQUEST
B i l l / R e s o l u t i o n  Number: CSHB 770 (SA) (4/14/82)____________________________
T i t l e :  R e l a t i n g  t o  I n v e s tm e n t  & Management o f  t h e  A la s k a  P erm an en t Fund 
R eq u e s t e d  by : H ouse  S t a t e  A f f a i r s  C om m itte e   D a t e :  ________ 4/15/82

I I .  FISCAL DETAIL
A gen cy  A f f e c t e d :  ________ D ep a r tm en t  o f  R evenue_______________________________________
Program  C a t e g o r y  A f f e c t e d :  ________ P erm an en t Fund Corp .__________________________
BRU, Program , o r  Subprogram (s)  A f f e c t e d :   P erm an en t Fund ~ o rp ._________
(N o te :  I f  more th a n  one  b u d g e t  com pon en t i s  a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

am oun ts  and f u n d in g  f o r  e a c h  com pon en t i n  t h e  a n a l y s i s  s e c t i o n . )

EXPENDITURES (Thousands o f  D o l l a r s )
1______________ __________ I

FY 82 I FY 83 | 
| ___________ |

FY 84 FY 85 | FY 86 1 
____________|

FY 87

100 PERSONAL SERVICES 1 - 1 - I — — 1 —
200 TRAVEL I - 1 (28.8)1 - j | -
300 CONTRACTUAL 1 - 1 4,145.0 | 9,210.0 11,078.01 12,567.01 14,132.
400 COMMODITIES I - 1 - 1 - | - | -
500 EQUIPMENT 1 - 1 - 1 - | | -
600 LAND & STRUCTURES I - 1 - 1 - 1 - | —
700 GRANTS,CLAIMS,ETC I - 1 - 1 - | - ! -
800 MISCELLANEOUS j _______________1_________1

— 1 - 1 I____________ I
— — |

____________|
—

TOTAL i - 1 4,116.2 I 9,210.0 11,078.01 12,567.01 14,132.

FUNDING (Thousands o f  D o l l a r s )

GENERAL FUND
FEDERAL FUNDS ! - 1 - 1 “ 1 - 1 - 1
OTHER ( S p e c i f y  S o u r c e ) 1 1 1 1 1 1
PERMANENT FUND INCOME I 
------------------------ 1 —

- | 4,116.2 | 9,210.0 | 11,078.01 12,567.01 14,132. 
--------1-----:----- 1-----------1_ ------1-----------1 --------

POSITIONS

FULL TIME 1 - 1 -
PART TIME 1 - 1 | | - | - | -
TEMPORARY 1 ~ 1 

---1-----------1- -------- 1- -------- 1- -------- 1- -------- 1-

I I I .  ANALYSIS (See F i s c a l  N o te  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I I I )

C om p en sa t io n  l e v e l  o f  P u b l i c  Members o f  Board o f  T r u s t e e s  t o  be d e t e r m in e d  by B oa rd .  
R e d u c t i o n  i n  T r a v e l  f o r  d e l e t i o n  o f  $400/meeting day  h on o r a r ium  b u d g e t e d  f o r  p r e s e n t  
p u b l i c  m em bers .

C o n t r a c t u a l  S e r v i c e s  i s  f o r  a s s o c i a t e d  o u t s i d e  management and s a f e k e e p i n g  c o s t s  o f  new  
a l l o w a b l e  i n v e s tm e n t s  w e r e  a p p l i c a b l e .  A s sum es ,  b a s ed  on a v e r a g e  fu nd  b a l a n c e  f o r  a 
f i s c a l  y e a r ;  25% i n  p r e f e r r e d  and common s t o c k ,  5% r e a l  e s t a t e  e q u i t y ,  5% f o r e i g n  
s e c u r i t i e s  and c e r t i f i c a t e s  o f  d e p o s i t ,  5% v e n t u r e  c a p i t a l .  S t o c k  i s  a t  o n e - h a l f  o f  
maximum a l l o w e d ,  o t h e r s  a t  o n e - t h i r d  o f  maximum a l l o w e d .  Fee r a t e  l e v e l  f o r  FY 83 and 
FY 84; 10% f e e  i n c r e a s e  a s sum ed  s t a r t i n g  FY 85 and a f t e r  (no t p e r  y e a r ) .  B r o k e r a g e  
f e e  on  p r e f e r r e d  and common s t o c k  n o t  i n c l u d e d  a s  i t  i s  p a r t  o f  b a s e  s e c u r i t i e s  c o s t .

FY 83 a s s u m e s  a b o v e  p e r c e n t a g e s  f o r  o n e - h a l f  y e a r  o n l y  a s  t r a n s i t i o n  t im e  t o  new  
i n v e s tm e n t  c a t e g o r i e s .  N e t e f f e c t  o f  a b o v e  s c e n e r i o  p l a c e s  40% o f  a l l  c o r p o r a t e  
a s s e t s  w i t h  o u t s i d e  m an a g e r s ,  t h e  b a l a n c e  60% r em a in s  f o r  i n t e r n a l  m an agem en t .

IV . DATE: A p r i l  15, 1982 PREPARED BY: Anse lm  C. S t a a c k ,  T r e a s u r y  C o m p t r o l l e r
AGENCY: D ep t ,  o f  R e v en u e/ T r e a su r y  D i v i s i o n  

O r i g i n a l :  L e g i s l a t i v e  F in a n c e  PHONE: 465-2350
c c :  B u d g e t  and Management

P r im e .S p on so r  ( F i r s t  L e g i s l a t o r  Named)
33-001 (Rev . 12/81)
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Original sponsor: Metcalfe Offered: 4/16/82
Referred: Finance

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 770 ( S t a t e  A f f a i r s )
IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - SECOND SESSION 
A BILL

For an A c t  e n t i t l e d :  "An A c t r e l a t i n g  t o  t h e  i n v e s tm e n t  and  managem ent o f
t h e  A la s k a  p e rm an en t  fu n d  and t o  t h e  c o m p u t a t i o n  o f  t h e
in com e  o f  t h e  fund  a v a i l a b l e  f o r  d i s t r i b u t i o n ;  and
p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*  S e c t i o n  1. AS 37.13.050 i s  amended t o  r e a d :

S e c .  37.13.050. COMPOSITION AND QUALIFICATIONS OF BOARD OF TRUST­
EES. (a) The Board o f  T r u s t e e s  o f  t h e  A l a s k a  P erm an en t Fund C o r p o r a ­
t i o n  c o n s i s t s  o f  s i x  members a p p o i n t e d  by  th e  g o v e r n o r .  Two [THREE] o f  
t h e  members s h a l l  b e  h e a d s  o f  p r i n c i p a l  d e p a r tm e n t s  o f  s t a t e  g o v e r n m en t ,  

o n e  o f  whom s h a l l  be t h e  c o m m i s s i o n e r  o f  r e v e n u e .  Four [THREE] members 
s h a l l  be a p p o i n t e d  by  t h e  g o v e r n o r  fr om  t h e  p u b l i c  and  may n o t  h o l d  any  

o t h e r  s t a t e  o r  f e d e r a l  o r f i c e ,  p o s i t i o n  o r  em p lo ym en t ,  e i t h e r  e l e c t i v e  
or  a p p o i n t i v e ,  e x c e p t  a s  a member o f  t h e  armed f o r c e s  o f  e i t h e r  t h e  
U n i t e d  S t a t e s  o r  o f  t h i s  s t a t e .  [MEMBERS OTHER THAN THE COMMISSIONER OF 
REVENUE SHALL BE SEPARATELY CONFIRMED BY A MAJORITY OF THE MEMBERS OF 

THE LEGISLATURE IN JOINT SESSION.]
(b) The f o u r  [THREE] p u b l i c  members o f  t h e  b o a rd  s h a l l  h a v e  r e c o g -

n i x e d  c o m p e t e n c e  and w id e  e x p e r i e n c e  i n  f i n a n c e ,  i n v e s tm e n t s ,  o r  o t h e r
b u s i n e s s  m a n a g em e n t- r e la t e d  f i e l d s .

(c) The b o a r d  s h a l l  a n n u a l l y  e l e c t  a c h a irm an  from  among i t s  
m em ber s .

*  S e c .  2. AS 37.13.060 i s  amended t o  r e a d :
S e c .  37.13.060. TERM OF OFFICE. The p u b l i c  members o f  th e

-1- CSHB 770(SA)



b o a rd  s h a l l  b e  a p p o i n t e d  f o r  t e rm s  o f  f o u r  [THREE] y e a r s ,  and  t h e y  may 

b e  r e a p p o i n t e d  [SUBJECT TO CONFIRMATION BY A MAJORITY OF THE MEMBERS OF 

THE LEGISLATURE IN JOINT SESSION]. The t e rm s  o f  t h e  p u b l i c  members 
[TERMS] s h a l l  b e  s t a g g e r e d  s o  t h a t  no  more t h a n  on e  t e rm  o f  a p u b l i c  

member e x p i r e s  e a c h  y e a r . [IN IT IAL TERMS FOR MEMBERS OTHER THAN THE 
COMMISSIONER OF REVENUE SHALL BE TWO MEMBERS SERVING FOR ONE YEAR, TWO 

MEMBERS SERVING FOR TWO YEARS, AND ONE MEMBER SERVING FOR THREE YEARS.] 
S e c .  3. AS 37.13.070 i s  amended t o  r e a d :

S e c .  37.13.070. REMOVAL AND VACANCIES. (a) The g o v e r n o r  may 
f o r  g o o d  c a u s e  rem ove  a  member o f  t h e  b o a r d  from  o f f i c e .  [HOWEVER, THE 
REMOVAL OF A MEMBER OF THE BOARD IS  SUBJECT TO DISAPPROVAL BY A VOTE OF 

A MAJORITY OF THE MEMBERS OF THE LEGISLATURE AT THE FIRST JOINT SESSION 

HELD 10 OR MORE DAYS AFTER THE LEGISLATURE RECEIVES NOTICE OF THE REMOVAL 
FROM THE GOVERNOR.] A r em o v a l  b y  t h e  g o v e r n o r  s h a l l  b e  i n  w r i t i n g  and  
s h a l l  s t a t e  t h e  r e a s o n  f o r  t h e  r e m o v a l .  A member who i s  r em oved  by  t h e  
g o v e r n o r  may n o t  p a r t i c i p a t e  i n  b o a r d  b u s i n e s s  and may n o t  b e  c o u n t e d  
f o r  p u r p o s e s  o f  e s t a b l i s h i n g  a quorum a f t e r  [BETWEEN THE TIME] he  
r e c e i v e s  w r i t t e n  n o t i c e  o f  h t s  r em o v a l  f r om  t h e  g o v e r n o r  [AND THE TIME 

THAT THE LEGISLATURE'S POWER TO DISAPPROVE THE REMOVAL UNDER THIS SUB­
SECTION EXPIRES. IF  THE LEGISLATURE DISAPPROVES THE REMOVAL OF A BOARD 
MEMBER, THE BOARD MEMBER SHALL BE REINSTATED].

(b) A v a c a n c y  on  t h e  b o a rd  s h a l l  b e  p r o m p t l y  f i l l e d  b y  a p p o in tm en t  
by  t h e  g o v e r n o r  [AND CONFIRMATION BY A MAJORITY OF THE MEMBERS OF THE 
LEGISLATURE IN JOINT SESSION], An a p p o i n t e e  t o  a  v a c a n c y  s h a l l  h o ld  
o f f i c e  .cor t h e  b a l a n c e  o f  t h e  te rm  f o r  w h ic h  h i s  p r e d e c e s s o r  on th e  
b o a rd  was a p p o i n t e d .  [ IF  A VACANCY ARISES ON THE BOARD WHILE THE LEGIS­
LATURE IS NOT IN SESSION, THE GOVERNOR MAY APPOINT AN INTERIM BOARD 
MEMBER WHO SHALL EXERCISE THE POWERS OF A BOARD MEMBER UNTIL THE LEGIS­
LATURE FAILS TO CONFIRM THE APPOINTMENT OF THE INTERIM BOARD MEMBER.]

-2- CSHB 770(SA)
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(c) A v a c a n c y  on  t h e  b o a r d  d o e s  n o t  im p a i r  t h e  a u t h o r i t y  o f  a 
quorum o f  t h e  b o a r d  t o  e x e r c i s e  a l l  t h e  p ow er s  and p e r f o rm  a l l  t h e  

d u t i e s  o f  t h e  b o a r d .
*  S e c .  4. AS 37.13.090 i s  amended t o  r e a d :

S e c .  37.13.090. COMPENSATION OF BOARD MEMBERS. The b o a rd  s h a l l  
d e t e r m in e  t h e  c o m p e n s a t i o n  o f  t h e  p u b l i c  members o f  t h e  b o a r d  s u b j e c t  

t o  a p p r o v a l  b y  t h e  l e g i s l a t u r e  i n  a c c o r d a n c e  w i t h  AS 37.07. Compensa ­
t i o n  f o r  p u b l i c  members o f  t h e  b o a rd  s h a l l  be r e q u e s t e d  a s  p a r t  o f  t h e  

o p e r a t i n g  b u d g e t  o f  t h e  b o a r d  (AS 3/.13.150). Members [PUBLIC MLMBERS 

OF THE BOARD RECEIVE AN HONORARIUM OF $400 FOR EACH MEETING DAY IF  THEY 

ATTEND THE MEETING. ALL MEMBERS] o f  t h e  b o a r d  a r e  e n t i t l e d  t o  p e r  d iem  
and t r a v e l  a l l o w a n c e s  a s  p r o v i d e d  by  law  f o r  members o f  s t a t e  b o a r d s  and  

c o m m i s s i o n s .
*  S e c .  5. AS 37.13.120(g) i s  amended t o  r e a d :

(g) S u b j e c t  t o  t h e  l i m i t a t i o n s  c o n t a i n e d  i n  [(h) AND (i) OF] t h i s  
s e c t i o n ,  t h e  b o a r d  may i n v e s t  c o r p o r a t i o n  a s s e t s  a t  c o m p e t i t i v e  n a t i o n a l  
m ark e t  r a t e s  o r  p r i c e s  a p p l i c a b l e  t o  e a c h  i n v e s tm e n t  i n

(1) o b l i g a t i o n s  o f ,  o r  o b l i g a t i o n s  i n s u r e d  b y  o r  g u a r a n t  ed  
by, t h e  U n i t e d  S t a t e s  o r  a g e n c i e s  o r  i n s t r u m e n t a l i t i e s  o f  t h e  U n i t e d  
S t a t e s ;

(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 id  i n  b y  t h e  U n i t e d  
S t a t e s  o r  a g e n c i e s  o r  i n s t r u m e n t a l i t i e s  o f  t h e  U n i t e d  S t a t e s  o r  o b l i g a ­
t i o n s  o f  c o r p o r a t i o n s  i n  w h ic h  t h e  U n i t e d  S t a t e s  i s  a s h a r e h o l d e r  o r  
member;

(3) c e r t i f i c a t e s  o f  d e p o s i t  and te rm  d e p o s i t s  o f  [ISSUED BY] 
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  w h i c h  a r e  members o f  t h e  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  and [FOR] w h i c h  may b e  r e a d i l y  s o l d  i n  a [GENERALLY 
RECOGNIZED] s e c o n d a r y  m a rk e t  a t  p r i c e s  r e f l e c t i n g  f a i r  v a l u e  [EXISTS] o r  
w h ich  a r e  f u l l y  s e c u r e d  a t  a l l  t im e s  a s  t o  p a y  ment o f  p r i n c i p a l  and
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i n t e r e s t  a s  [BY INVESTMENTS] d e s c r i b e d  i n  On). [(1), (2), (8) OR (12) - 
(16)] o f  t h i s  s e c t i o n  [SUBSECTION; THE SECURITY PLEDGED UNDER THIS 

PARAGRAPH SHALL BE AT LEAST EQUAL TO THE FACE VALUE OF THE DEPOSIT AND 
THE BOARD MAY REQUIRE SUBSTITUTION OF COLLATERAL];

(4) c e r t i f i c a t e s  o f  d e p o s i t  and te rm  d e p o s i t s  [SHARES] o f  
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  and l o a n  [LOANS] a s s o c i a t i o n s  i n  A la s k a  

w h ich  may b e  r e a d i l y  s o l d  i n  a s e c o n d a r y  m ark e t  a t  p r i c e s  r e f l e c t i n g  

f a i r  v a l u e  o r  w h ic h  a r e  f u l l y  s e c u r e d  a t  a l l  t im e s  a s  t o  p a ym en ts  o f  

p r i n c i p a l  and i n t e r e s t  a s  [BY INVESTMENTS] d e s c r i b e d  i n  OtO [(1), (2)] 
o f  t h i s  s e c t i o n  [SUBSECTION];

(5) [SAVINGS] c e r t i f i c a t e s  o f  d e p o s i t  and t e rm  d e p o s i t s  o f  
[ISSUED BY] s t a t e  c h a r t e r e d  s a v i n g s  and l o a n  a s s o c i a t i o n s  i n  A la s k a  

w h ic h  may b e  r e a d i l y  s o l d  i n  a s e c o n d a r y  m a rk e t  a t  p r i c e s  r e f l e c t i n g  
f a i r  v a l u e  o r  w h ic h  a r e  f u l l y  s e c u r e d  a t  a l l  t im e s  a s  t o  p a ym en ts  o f  

p r i n c i p a l  and i n t e r e s t  a s  [BY INVESTMENTS] d e s c r i b e d  i n  OrO [(1), (2)] 

o f  t h i s  s e c t i o n  [SUBSECTION];
(6) c e r t i f i c a t e s  o f  d e p o s i t  and te rm  d e p o s i t s  o f  [DEPOSITS 

WITH] m u tu a l  s a v i n g s  b ank s  i n  A la s k a  w h ic h  may be r e a d i l y  s o l d  i n  a  s e c ­
o n d a r y  m a rk e t  a t  p r i c e s  r e f l e c t i n g  f a i r  v a l u e  o r  w h ic h  a r e  f u l l y  s e c u r e d  
a t  a l l  t im e s  a s  t o  p a ym en ts  o f  p r i n c i p a l  and i n t e r e s t  as_ [BY INVESTMENTS] 
d e s c r i b e d  i n  OtQ [(1), (2)] o f  t h i s  s e c t i o n  [SUBSECTION];

(7) f i x e d - t e r m  c e r t i f i c a t e s  o f  i n d e b t e d n e s s  o f  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 ic h  may b e  r e a d i l y  s o l d  i n  a m a rk e t  a t  
p r i c e s  r e f l e c t i n g  f a i r  v a l u e  o r  w h ic h  a r e  f u l l y  s e c u r e d  a t  a l l  t im e s  a s  
t o  p a ym en ts  o f  p r i n c i p a l  and i n t e r e s t  as_ [BY INVESTMENTS] d e s c r i b e d  i n  
(m) [(1), (2)] o f  t h i s  s e c t i o n  [SUBSECTION];

(8) c o r p o r a t e  d e b t  s e c u r i t i e s  w h ic h  a r e  r a t e d  AA o r  b e t t e r  by  
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  s e r v i c e ;

(9) s h o r t - t e r m  c o r p o r a t e  p r o m i s s o r y  n o t e s  o f  t h e  h i g h e s t
-4- CSHB 770(SA)
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r a t i n g s  a s s i g n e d  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  s e r v i c e ;
(10) b a n k e r s '  a c c e p t a n c e s  drawn 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  e a c h  o f  w h ic h  h a v e  a c om b in ed  c a p i t a l  and  s u r p l u s  a g g r e g a t ­
i n g  a t  l e a s t  $200,000,000;

(11) 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  t h e  

a g r e e m e n t s  b e i n g  an y  o f  t h e  i t e m s  i n  (1) - (3) and (8) - (10) o f  t h i s  

s u b s e c t i o n ;
(12) t h e  g u a r a n t e e d  p o r t i o n  o f  F e d e r a l  S m a l l  B u s i n e s s  Admin­

i s t r a t i o n  l o a n s ;
(13) t h e  p o r t i o n  o f  f i r s t  l i e n  r e a l  e s t a t e  m o r t g a g e s  g u a r a n ­

t e e d  b y  t h e  F e d e r a l  V e t e r a n s  A d m i n i s t r a t i o n [ASSOCIATION];
(14) t h e  p o r t i o n s  o f  b u s i n e s s  and i n d u s t r i a l  l o a n s  made u nd er  

t h e  R u r a l  D e v e lo p m en t  A c t  o f  1972 w h ic h  a r e  g u a r a n t e e d  b y  t h e  F a rm e r ' s  

Home A d m i n i s t r a t i o n ;
(15) t h e  g u a r a n t e e d  p o r t i o n  o f  F a rm e r ' s  Home A d m i n i s t r a t i o n

l o a n s ;
(16) n o t e s  s e c u r e d  b y  m o r t g a g e s  g r a n t i n g  a f i r s t  l i e n  on  com­

m e r c i a l  o r  [OF] r e s i d e n t i a l  r e a l  e s t a t e  im p ro v ed  by  c o m p l e t e d  b u i l d i n g s  
i f  t h e  m o r t g a g e s  a r c  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 ic h  i s  a u t h o r i z e d  t o  do b u s i n e s s  i n  A l a s k a  and h a s  c om b in ed  c a p i t a l ,  
s u r p l u s  and r e s e r v e s  a g g r e g a t i n g  a t  l e a s t  $20,000,000, and i f  l o a n - t o -  
v a l u e  r a t i o s  do n o t  e x c e e d  75 p e r c e n t  f o r  c o m m e r c ia l  m o r t g a g e s  and 90 
p e r c e n t  f o r  r e s i d e n t i a l  m o r t g a g e s ;  h o w e v e r , [THE MINIMUM COVERAGE SHALL 
BE 10 PERCENT FOR LOANS HAVING A LOAN-TO-VALUE RATIO OF LESS THAN 90 
PERCENT, AND THE MINIMUM COVERAGE SHALL BE 20 PERCENT FOR LOANS HAVING A 
LOAN-TO-VALUE RATIO OF 90 PERCENT OR MORE.]

(A) no m o r t g a g e  i n s u r a n c e  i s  n e c e s s a r y  f o r  c o m m e r c ia l  
l o a n s  h a v i n g  l o a n - t o - v a l u e  r a t i o s  o f  l e s s  t h a n  50 p e r c e n t  and t h e  
minimum c o v e r a g e  o f  o t h e r  c om m e r c ia l  l o a n s  s h a l l  b e  10 p e r c e n t  f o r
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t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  o f  50-60 p e r c e n t  and 15 p e r c e n t  
f o r  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  b u t  
no more t h a n  75 p e r c e n t ,  and

(B) no  m o r t g a g e  i n s u r a n c e  i s  n e c e s s a r y  f o r  r e s i d e n t i a l  
l o a n s  h a v i n g  a l o a n - t o - v a l u e  r a t i o  o f  l e s s  t h a n  70 p e r c e n t  and t h e  

minimum c o v e r a g e  o f  o t h e r  r e s i d e n t i a l  l o a n s  s h a l l  b e  10 p e r c e n t  f o r  
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  th a n  70 p e r c e n t  b u t  l e s s  

t h a n  90 p e r c e n t  and 20 p e r c e n t  f o r  t h o s e  h a v i n g  a l o a n - t o - v a l u e  

r a t i o  o f  90 p e r c e n t i
(17) n o t e s  s e c u r e d  b y  m o r t g a g e s  g r a n t i n g  a f i r s t  l i e n  on com­

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

f i n a n c i a l  i n s t i t u t i o n  r e t a i n s  a t  l e a s t  25 p e r c e n t  o f  t h e  m o r t g a g e  u n t i l  
m a t u r i t y ;

(18) p r e f e r r e d  and  common s t o c k  o f  c o r p o r a t i o n s  i n c o r p o r a t e d  
i n  t h e  U n i t e d  S t a t e s , on  w h ic h  d i v i d e n d s  h a v e  b e e n  p a i d  i n  e a c h  o f  t h e  

t h r e e  y e a r s  im m e d i a t e l y  p r e c e d i n g  t h e  i n v e s tm e n t ;
(19) d e b t  s e c u r i t i e s  o f  f o r e i g n  g o v e r n m en t s  o r  c o r p o r a t i o n s  

and p r e f e r r e d  and common s t o c k  o f  f o r e i g n  c o r p o r a t i o n s  w h ic h  a r e  o f  s u b ­
s t a n t i a l l y  e q u i v a l e n t  q u a l i t y  a s  t h o s e  d o m e s t i c  s e c u r i t i e s  p e r m i t t e d  

und e r  t h i s  s e c t i o n ;
(20) c e r t i f i c a t e s  o f  d e p o s i t ,  t e rm  d e p o s i t s ,  b a n k e r s 1 a c c e p ­

t a n c e s ,  o r  e q u i v a l e n t  i n s t r u m e n t s ,  w h ic h  a r e  i s s u e d  by  a U n i t e d  S t a t e s  

or  f o r e i g n  bank o r  t r u s t  company l o c a t e d  i n  a f o r e i g n  c o u n t r y  and a r e  
d e n om in a t e d  i n  e i t h e r  U n i t e d  S t a t e s  o r  f o r e i g n  c u r r e n c y ,  i f  e i t h e r  (A) 
th e y  may b e  r e a d i l y  s o l d  i n  a s e c o n d a r y  m a rk e t  a t  p r i c e s  r e f l e c t i n g  f a i r  
v a l u e ,  o r  (B) t h e  i s s u i n g  bank  o r  t r u s t  company h a s  c a p i t a l  and s u r p l u s  
a t  t h e  d a t e  o f  i s s u e  e q u a l l i n g  a t  l e a s t  $500,000,000; i n v e s tm e n t s  made 
u nd e r  t h i s  p a r a g r a p h  a r e  n o t  s u b j e c t  t o  t h e  c o l l a t e r a l  r e q u i r e m e n t s  f o r  
d o m e s t i c  c e r t i f i c a t e s  u n d e r  (m) o f  t h i s  s e c t i o n ;
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(21) e q u i t y  i n t e r e s t s  i n ,  and d e b t  o b l i g a t i o n s  s e c u r e d  by  
m o r t g a g e s  g r a n t i n g  a f i r s t  l i e n  on , r e a l  p r o p e r t y  im p ro v ed  by  c o m p le t e d  
and s u b s t a n t i a l l y  r e n t e d  b u i l d i n g s  and  l o c a t e d  i n  t h e  U n i t e d  S t a t e s ,  i f  
t h e s e  i n v e s tm e n t s  a r e  made

(A) i n  a c o r p o r a t i o n ,  p a r t n e r s h i p ,  t r u s t ,  o r  o t h e r  
e n t i t y  i n  w h ic h ,  a t  t h e  c o n c l u s i o n  o f  e a c h  i n v e s tm e n t  t r a n s a c t i o n ,  

a t  l e a s t  60 p e r c e n t  o f  t h e  b e n e f i c i a l  o w n e r s h ip  i n t e r e s t s  a r e  

h e l d  by  o t h e r  i n s t i t u t i o n a l  i n v e s t o r s ,  and w h ic h  i s  o r g a n i z e d  and  

o p e r a t e d  f o r  t h e  p u r p o s e  o f  m ak ing  r e a l  e s t a t e  i n v e s t m e n t s  b y  a 
bank, i n s u r a n c e  company, o r  o t h e r  m anager o f  i n s t i t u t i o n a l  fu n d s  

w h ich  h a s  t u . i  a t  l e a s t  f i v e  y e a r s  o f  e x p e r i e n c e  i n  t h e  management 
o f  r e a l  e s t a t e  i n v e s tm e n t s  o f  i n s t i t u t i o n a l  i n v e s t o r s ;  o r

(B) i n  c o n j u n c t i o n  w i t h  and on s u b s t a n t i a l l y  t h e  same 
t e rm s  a s  an  e n t i t y  d e s c r i b e d  i n  (A) o f  t h i s  p a r a g r a p h ;

(22) l im i t e d  p a r t n e r s h i p  i n t e r e s t  i n  v e n t u r e  c a p i t a l  f u n d s ,  
i f  t h e s e  i n v e s tm e n t s  a r e  made

(A) i n  a p a r t n e r s h i p  i n  w h ic h ,  a t  t h e  c o n c l u s i o n  o f  
e a c h  i n v e s tm e n t  t r a n s a c t i o n ,  a t  l e a s t  60 p e r c e n t  o f  t h e  b e n e f i c i a l  
ow n e r s h ip  i n t e r e s t s  a r e  h e l d  by  o t h e r  i n s t i t u t i o n a l  i n v e s t o r s  and  
w h ich  i s  o r g a n i z e d  and o p e r a t e d  f o r  t h e  p u r p o s e  o f  m ak in g  v e n t u r e  

c a p i t a l  i n v e s tm e n t s  b y  a m anager  o f  i n s t i t u t i o n a l  f u n d s  who h a s  
had a t  l e a s t  f i v e  y e a r s  o f  e x p e r i e n c e  i n  t h e  managem ent o f  v e n t u r e  
c a p ' t a l  i n v e s tm e n t s  o f  i n s t i t u t i o n a l  i n v e s t o r s ;  and

(B) i n  a  p a r t n e r s h i p  t h a t  a g r e e s  t o  make v e n t u r e  c a p i t a l
i n v e s tm e n t s  i n  t h e  s t a t e  e q u a l  t o  t h e  i n v e s tm e n t  o f  t h e  A la s k a  
perm an en t  fu n d  i n  t h e  p a r t n e r s h i p  t o  t h e  e x t e n t  t h a t  i n - s t a t e  i n ­
v e s tm e n t s  t h a t  h a v e  a r i s k  l e v e l  and  e x p e c t e d  y i e l d  c om p a r a b le  t o
a l t e r n a t e  i n v e s tm e n t  o p p o r t u n i t i e s  a r e  a v a i l a b l e .

(23) o b l i g a t i o n s  i s s u e d  b y  an  a g e n c y  o f  t h e  s t a t e  i f  t h e
-7- CSKB 770(SA)
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o b l i g a t i o n s  and  t h e  i n t e r e s t  on  them  a r e  t a x a b l e  und er  f e d e r a l  l a w .
* S e c .  6. AS 37.13.120(i) i s  r e p e a l e d  arid r e e n a c t e d  t o  r e a d :

(i) A t t h e  t im e  o f  e a c h  i n v e s tm e n t ,  t h e  a g g r e g a t e  i n v e s tm e n t  o f  
t h e  A l a s k a  p e rm an en t  fu n d  i n  e a c h  s t a t e d  c a t e g o r y  o f  i n v e s tm e n t  may n o t  
e x c e e d  t h e  f o l l o w i n g  s t a t e d  p e r c e n t a g e  o f  t h e  t o t a l  i n v e s t m e n t s  o f  t h e  
fu n d :  m o r t g a g e s  u nd e r  (g)(16) o f  t h i s  s e c t i o n ,  15 p e r c e n t ;  r e a l  e s t a t e
i n v e s tm e n t s  u nd e r  (g)(21) o f  t h i s  s e c t i o n ,  15 p e r c e n t ;  v e n t u r e  c a p i t a l  
l i m i t e d  p a r t n e r s h i p s  u n d e r  (g)(22) o f  t h i s  s e c t i o n ,  15 p e r c e n t ;  f o r e i g n  

s e c u r i t i e s  u n d e r  (g)(19) o f  t h i s  s e c t i o n ,  10 p e r c e n t ;  f o r e i g n  c e r t i f i ­
c a t e s  o f  d e p o s i t  o r  t h e  e q u i v a l e n t  u n d e r  (g)(20) o f  t h i s  s e c t i o n ,  20 
p e r c e n t ;  c o r p o r a t e  s t o c k s  and d e b t  s e c u r i t i e s  u n d e r  (g)(8), (9), and
(18) o f  t h i s  s e c t i o n ,  50 p e r c e n t .  The A l a s k a  p e rm an en t  fu n d  may a t  no  

t im e  own more t h a n  f i v e  p e r c e n t  o f  t h e  v o t i n g  s t o c k  o f  a c o r p o r a t i o n .  
D o m e s t i c  s t o c k s ,  e x c e p t  f o r  bank  and i n s u r a n c e  company s t o c k s ,  m u st  b e  

l i s t e d  a t  t h e  d a t e  o f  p u r c h a s e  on an  e x c h a n g e  r e g i s t e r e d  w i t h  t h e  
S e c u r i t i e s  and  E x ch an g e  C om m is s io n .

*  S e c .  7. AS 37.13.120 i s  amended by  a d d in g  new s u b s e c t i o n s  t o  r e a d :
(m) C e r t i f i c a t e s  o f  d e p o s i t  o r  t h e  e q u i v a l e n t  i n s t r u m e n t s  w h ic h  

a r e  n o t  o f  a q u a l i t y  t h a t  may b e  r e a d i l y  s o l d  i n  a s e c o n d a r y  m a rk e t  a t  
p r i c e s  r e f l e c t i n g  f a i r  v a l u e  m u st b e  s e c u r e d  by  a p l e d g e  a s  c o l l a t e r a l  
o f  i n v e s tm e n t s  a u t h o r i z e d  f o r  t h e  A l a s k a  p e rm an en t  fu n d  u n d e r  (g)(1),
(2), (8) o r  (12) - (17) o f  t h i s  s e c t i o n ,  w h ic h  i n v e s tm e n t s  h a v e  v a l u e  a t  
l e a s t  e q u a l  t o  t h e  f a c e  v a l u e  o f  t h e  c e r t i f i c a t e  o f  d e p o s i t .  The b o a rd  
may r e q u i r e  s u b s t i t u t i o n  o f  c o l l a t e r a l  i n  o r d e r  t o  e n s u r e  c o n t i n u e d  
s a t i s f a c t i o n  o f  t h e  r e q u i r e m e n t s  s e t  o u t  i n  t h i s  s u b s e c t i o n .

(n) C e r t i f i c a t e s  o f  d e p o s i t  o r  t h e  e q u i v a l e n t  i n s t r u m e n t s  may n o t  
b e  p u r c h a s e d  f rom  a. b ank  d o in g  b u s i n e s s  i n  A l a s k a  u n l e s s  t h e  i n - s t a t e  
l o a n - t o - d e p o s i t  r a t i o  o f  t h a t  bank  a s  d e t e r m in e d  by  t h e  d i v i s i o n  o f  
b a n k in g  o f  t h e  D ep a r tm en t  o f  Commerce and E conom ic  D ev e lo p m en t  f o r  t h e

-8- CSHB 770(SA)
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l a s t  f u l l  q u a r t e r  p r e c e d i n g  t h e  p u r c h a s e  i s  n o t  more t h a n  f i v e  p e r c e n t  

l e s s  t h a n  t h e  i n - s t a t e  l o a n - t o - d e p o s i t  a v e r a g e  r a t i o  f o r  a l l  b ank s  d o i n g  
b u s i n e s s  i n  A l a s k a  f o r  t h a t  q u a r t e r .

(o) C e r t i f i c a t e s  o f  d e p o s i t s  o r  t h e  e q u i v a l e n t  i n s t r u m e n t  may n o t  
b e  p u r c h a s e d  fr om  a  bank d o i n g  b u s i n e s s  i n  A la s k a  i f  s t a t e  and s t a t e  

a g e n c y  d e p o s i t s  i n  t h e  bank  a r e  i n  e x c e s s  o f  400 p e r c e n t  o f  t h e  b a n k ' s  
c om b in ed  c a p i t a l  and s u r p l u s .

* S e c .  8. AS 37.13 i s  amended b y  a d d in g  a new s e c t i o n  t o  r e a d :
S e c .  37.13.145. DISPOSITION OF INCOME. At t h e  end  o f  e a c h  f i s c a l  

y e a r ,  an  amount e q u a l  t o  50 p e r c e n t  o f  n e t  in c om e  a s  d e f i n e d  i n  AS 37.-
13.140, e x c l u d i n g  any  in c om e  on  t h e  u n d i s t r i b u t e d  in c om e  a c c o u n t  i n  t h e  

A la s k a  p e rm an en t  fu n d ,  s h a l l  b e  t r a n s f e r r e d  t o  p r i n c i p a l  o f  t h e  fu n d  f o r  
r e i n v e s t m e n t .  The o t h e r  50 p e r c e n t  o f  t h e  n e t  in c om e  s h a l l  b e  t r a n s ­
f e r r e d  t o  t h e  u n d i s t r i b u t e d  in c om e  a c c o u n t .  Money i n  t h e  u n d i s t r i b u t e d  
i n c om e  a c c o u n t  s h a l l  b e  i n v e s t e d  i n  i n v e s tm e n t s  a u t h o r i z e d  u n d e r  AS 37.-

13.120. In com e fr om  t h e  i n v e s tm e n t  o f  t h e  u n d i s t r i b u t e d  in c om e  a c c o u n t  
s h a l l  b e  t r e a t e d  a s  an a d d i t i o n  t o  t h a t  a c c o u n t .

* S e c .  9. AS 37.13.150 i s  amended t o  r e a d :
S e c .  37.13.150. CORPORATION [BOARD] BUDGET. The r e v e n u e s  g e n e r a ­

t e d  by  t h e  c o r p o r a t i o n ' s  i n v e s tm e n t s  must b e  i d e n t i f i e d  a s  t h e  s o u r c e  
o f  t h e  o p e r a t i n g  b u d g e t  o f  t h e  c o r p o r a t i o n  i n  t h e  s t a t e ' s  o p e r a t i n g  
b u d g e t  u n d e r  [BOARD IS  FROM THE GENERAL FUND AND IS  SUBJECT TO] t h e  
E x e c u t i v e  B ud g e t  A c t  (AS 37.07.010 - 37.07.130). The u n e x p en d ed  b a l ­
a n c e  o f  t h e  c o r p o r a t i o n ' s  a n n u a l  o p e r a t i n g  b u d g e t  d o e s  n o t  l a p s e  a t  
t h e  end  o f  t h e  f i s c a l  y e a r  b u t  s h a l l  b e  t r e a t e d  a s  in c om e  u nd e r  AS 37.
13.140.

* S e c .  10. AS 37.13.160 i s  amended t o  r e a d :
S e c .  37.13.160. AUDITS. The L e g i s l a t i v e  B ud g e t  and  A u d i t  Commit­

t e e  may [SHALL] p r o v i d e  f o r  an  a n n u a l  p o s t  a u d i t  and  a n n u a l  o p e r a t i o n a l
-9- CSHB 770(SA)



and p e r f o rm a n c e  e v a l u a t i o n s  o f  t h e  c o r p o r a t i o n ' s  i n v e s tm e n t s  and i n v e s t ­
m en t p r o g r a m s .

* S e c .  11. AS 37.13 i s  amended by a d d in g  a new s e c t i o n  t o  r e a d :
S e c .  37.13.205. REGULATIONS. The b o a r d  may a d o p t  r e g u l a t i o n s  

und e r  th e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  (AS 44.62) t o  i n t e r p r e t  and  

im p lem en t  t h i s  c h a p t e r .

* S e c .  12. T r a n s i t i o n  t o  f o u r - y e a r  t e rm s  f o r  members o f  t h e  B oard  o f  
T r u s t e e s  o f  t h e  A l a s k a  P erm an en t  Fund C o r p o r a t i o n  a s  p r o v i d e d  ;'n AS 37.13.060 
a s  amended i n  s e c .  2 o f  t h i s  A c t  s h a l l  b e  im p lem e n t e d  a s  f o l l o w s :  a t  t h e  
e x p i r a t i o n  o f  t h e  p r e s e n t  t e rm  o f  e a c h  p u b l i c  member, t h e  g o v e r n o r  s h a l l  
a p p o i n t  a r e p l a c e m e n t ,  o r  r e a p p o i n t  t h e  p r e s e n t  member, f o r  a te rm  o f  f o u r  
y e a r s .  W i t h in  90 d a y s  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  t h e  g o v e r n o r  

s h a l l  a p p o i n t  a  p u b l i c  member t o  r e p l a c e  on e  o f  t h e  two p r e s e n t  h e a d s  o f  
p r i n c i p a l  d e p a r tm e n t s  o t h e r  t h a n  t h e  c o m m i s s i o n e r  o f  r e v e n u e ,  t o  s e r v e  f o r  a 

te rm  o f  f o u r  y e a r s  o r  l e s s  w h ic h  te rm  e x p i r e s  i n  a y e a r  when no o t h e r  p u b l i c  

mem ber 's  te rm  e x p i r e s .  The h e a d  o f  a p r i n c i p a l  d e p a r tm en t  who i s  t o  be  

r e p l a c e d  s h a l l  c o n t i n u e  t o  s e r v e  on t h e  b o a rd  u n t i l  t h e  a p p o in tm e n t  o f  a 
r e p l a c e m e n t .

* S e c .  13. T h i s  A c t t a k e s  e f f e c t  J u l y  1, 1982.

-10- CSHB 7 7 0 (SA)
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Introduced: 2/12/82
Referred: State A f f a i r s  and
F i n a n c e

IN THE HOUSE BY METCALFE
HOUSE BILL NO. 770 

IN  THE LEGISLATURE OF THE STATE OF ALASKA 
TWELFTH LEGISLATURE - SECOND SESSION 

A BILL
For an  A c t e n t i t l e d :  "An A c t  r e l a t i n g  t o  t h e  A l a s k a  p e rm an en t  f u n d . "
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 37.13.010(a) i s  r e p e a l e d  and  r e e n a c t e d  t o  r e a d :
(a) Under a r t .  IX  s e c .  15 o f  t h e  s t a t e  c o n s t i t u t i o n ,  t h e r e  i s

e s t a b l i s h e d  a s  a  s e p a r a t e  fu n d  t h e  A l a s k a  p e rm an en t  f u n d .  The A la s k a

p e rm an en t  fu n d  c o n s i s t s  o f
(1) o n e  h u n d r ed  p e r c e n t  o f  m i n e r a l  l e a s e  b o n u s e s  a f t e r  d e d u c ­

t i o n  o f  am oun ts  a l l o c a t e d
(A) t o  t h e  A l a s k a  N a t i v e  Fund U id e r  t h e  A l a s k a  N a t i v e  

C la im s  S e t t l e m e n t  A c t and im p l e m e n t i n g  s t a t e  l e g i s l a t i o n ;  and
(B) i n  AS 37.11.020 t o  t h e  A l a s k a  r e n e w a b l e  r e s o u r c e s  

d e v e l o p m e n t  fu n d ;
(2) t w e n t y - f i v e  p e r c e n t  o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l ­

t i e s ,  r o y a l t y  s a l e  p r o c e e d s ,  and f e d e r a l  m in e r a l  r e v e n u e  s h a r i n g  p a ym en ts  

r e c e i v e d  b y  t h e  s t a t e ;  and
(3) any  o t h e r  money a p p r o p r i a t e d  o r  o t h e r w i s e  a l l o c a t e d  by  

law  t o  t h e  A la s k a  p e rm an en t  f u n d .
*  S e c .  2. AS 37.13.040 i s  amended t o  r e a d :

S e c .  37.13.040. ALASKA PERMANENT FUND CORPORATION. T h e r e  i s
e s t a b l i s h e d  t h e  A l a s k a  P erm an en t Fund C o r p o r a t i o n .  The c o r p o r a t i o n  i s  a 
p u b l i c  c o r p o r a t i o n  and g o v e rnm en t  i n s t r u m e n t a l i t y  i n  t h e  D ep a r tm en t  o f  
R ev enu e  managed by  t h e  b o a rd  o f  t r u s t e e s  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  and s e p a r a t e  fr om  t h e  s t a t e . The p u r p o s e  o f  t h e  b o a r d  i s  t o  
manage and i n v e s t  t h e  a s s e t s  o f  t h e  c o r p o r a t i o n  i n  a c c o r d a n c e  w i t h  t h i s
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c h a p t e r .
S e c .  3. AS 37.13.050 i s  r e p e a l e d  and  r e e n a c t e d  t o  r e a d :

S e c .  37.13.050. COMPOSITION OF BOARD OF TRUSTEES. (a) The b oa rd  
o f  t r u s t e e s  c o n s i s t s  o f  t h r e e  members a p p o i n t e d  b y  t h e  g o v e r n o r  and  
c o n f i r m e d  b y  a m a j o r i t y  o f  t h e  members o f  t h e  l e g i s l a t u r e  i n  j o i n t  

s e s s i o n .
(b) The b o a r d  s h a l l  a n n u a l l y  e l e c t  a c h a i r  fr om  among i t s  m em bers . 

S e c .  4. AS 37.13.060 i s  amended t o  r e a d :

S e c .  37.13.060. TERM OF OFFICE. The members o f  t h e  b o a r d  s h a l l  b e  
a p p o i n t e d  f o r  t e rm s  o f  t h r e e  y e a r s ,  and  t h e y  may b e  r e a p p o i n t e d  s u b j e c t  
t o  c o n f i r m a t i o n  b y  a m a j o r i t y  o f  t h e  members o f  t h e  l e g i s l a t u r e  i n  j o i n t  
s e s s i o n .  Terms s h a l l  b e  s t a g g e r e d .  [IN IT IAL TERMS FOR MEMBERS OTHER 

THAN THE COMMISSIONER OF REVENUE SHALL BE TWO MEMBERS SERVING FOR ONE 
YEAR, TWO MEMBERS SERVING FOR TWO YEARS, AND ONE MEMBER SERVING FOR 

THREE YEARS.]
S e c .  5. AS 37.13.070(a) i s  r e p e a l e d  and  r e e n a c t e d  t o  r e a d :

(a) The g o v e r n o r  may rem ove  a member o f  t h e  b o a r d  from  o f f i c e  b y  
and w i t h  t h e  c o n s e n t  o f  a m a j o r i t y  o f  t h e  members o f  t h e  l e g i s l a t u r e  i n  
j o i n t  s e s s i o n .  A r em o v a l  b y  t h e  g o v e r n o r  s h a l l  b e  i n  w r i t i n g  and s t a t e  

t h e  r e a s o n  f o r  r e m o v a l .  I f  t h e  l e g i s l a t u r e  i s  n o t  i n  s e s s i o n ,  t h e  
g o v e r n o r  may s u s p e n d  a  member o f  t h e  b o a r d .  Upon s u s p e n s i o n ,  a  v a c a n c y  
i s  n o t  c r e a t e d  b u t  t h e  member o f  t h e  b o a r d  may n o t  p a r t i c i p a t e  i n  b o a rd  
b u s i n e s s  and may n o t  b e  c o u n t e d  f o r  p u r p o s e s  o f  e s t a b l i s h i n g  a  quorum . 
The j o i n t  s e s s i o n  o f  t h e  l e g i s l a t u r e  s h a l l  b e  h e l d  w i t h i n  30 d a y s  from  
t h e  d a t e  o f  r em o v a l  i f  t h e  r em o v a l  o c c u r s  w h i l e  t h e  l e g i s l a t u r e  i s  i n  
s e s s i o n  o r  w i t h i n  30 d a y s  o f  c o n v e n i n g  o f  t h e  l e g i s l a t u r e  i f  t h e  l e g i s ­
l a t u r e  i s  n o t  i n  s e s s i o n .  I f  t h e  l e g i s l a t u r e  r e f u s e s  t o  c o n s e n t  t o  h i s  
r e m o v a l ,  t h e  member o f  t h e  b o a rd  s h a l l  b e  r e i n s t a t e d  t o  h i s  p o s i t i o n .  
S e c .  6. AS 37.13 i s  amended by  a d d in g  a  new s e c t i o n  t o  r e a d :
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S e c .  37.13.075. QUALIFICATIONS OF BOARD MEMBERS. (a) A p e r s o n
may n o t  b e  a p p o i n t e d  t o  t h e  b o a r d  u n l e s s  t h a t  p e r s o n  h a s  b e e n  a r e s i d e n t

o f  t h e  s t a t e  f o r  a t  l e a s t  t h r e e  y e a r s .
(b) A member o f  t h e  b o a r d  may n o t  h o l d  a n y  o t h e r  s t a t e  o r  f e d e r a l  

o f f i c e ,  p o s i t i o n  o r  em p lo ym en t,  e i t h e r  e l e c t i v e  o r  a p p o i n t i v e ,  e x c e p t  a s  
a member o f  t h e  armed f o r c e s  o f  t h e  U n i t e d  S t a t e s  o r  o f  t h i s  s t a t e .

(c) At l e a s t  on e  member o f  t h e  b o a r d  s h a l l  h a v e  r e c o g n i z e d  compe­
t e n c e  and w id e  e x p e r i e n c e  i n  f i n a n c e ,  i n v e s t m e n t s ,  o r  o t h e r  b u s i n e s s  

m a n a g em e n t- r e la t e d  f i e l d .  P e r s o n s  who s h a r e  s u b s t a n t i a l l y  s im i l a r  
p r o f e s s i o n a l  o r  o c c u p a t i o n a l  b a c k g r o u n d s  may n o t  b e  a p p o i n t e d  t o  t h e  

b o a r d  t o  s e r v e  a t  t h e  same t im e .
*  S e c .  7. AS 37.13.120 i s  r e p e a l e d  and  r e e n a c t e d  t o  r e a d :

S e c .  37.13.120. POWERS AND DUTIES. (a) The p rud en t-m an  r u l e  i s

a p p l i c a b l e  t o  t h e  b o a rd  i n  t h e  managem ent and i n v e s tm e n t  o f  p e rm an en t
fu n d  a s s e t s .  The p rud en t-m an  r u l e  a s  a p p l i e d  t o  i n v e s tm e n t s  o f  t h e
c o r p o r a t i o n  means t h a t  i n  m ak in g  i n v e s tm e n t s  t h e  b o a r d  s h a l l  e x e r c i s e
t h e  ju d gm en t  and c a r e  u nd e r  t h e  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  t h a t  an
i n s t i t u t i o n a l  i n v 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 ,  and  i n t e l l i g e n c e

\
e x e r c i s e s  i n  t h e  managem en t o f  l a r g e  i n v e s tm e n t s  e n t r u s t e d  t o  i t  n o t  i n  
r e g a r d  t o  s p e c u l a t i o n  b u t  i n  r e g a r d  t o  t h e  p e rm an en t  d i s p o s i t i o n  o f  
f u n d s ,  c o n s i d e r i n g  t h e  p r o b a b l e  in c om e  from  them  a s  w e l l  a s  p r o b a b l e  
s a f e t y  o f  c a p i t a l .

(b) The c o r p o r a t i o n  a s s e t s  may o n l y  be  u s e d  f o r  in c o m e- p r o d u c in g  
i n v e s t m e n t s .

(c) The b o a r d  s h a l l  s e e k  t o  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  
among c o r p o r a t i o n  i n v e s tm e n t s  u n l e s s  u n d e r  t h e  c i r c u m s t a n c e s  i t  i s  
c l e a r l y  p r u d e n t  n o t  t o  do s o .

(d) The b o a rd  s h a l l  s u b m it  l o n g - r a n g e  and q u a r t e r l y  i n v e s tm e n t  
r e p o r t s  t o  t h e  L e g i s l a t i v e  B ud g e t  and  A u d i t  C om m it t e e .
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(e) The c o r p o r a t i o n  may n o t  b o r r ow  f u n d s  o r  g u a r a n t e e  from  p r i n c i ­
p a l  o f  t h e  fu n d  t h e  o b l i g a t i o n s  o f  o t h e r s .

(f) The b o a r d  may e n t e r  i n t o  and  e n f o r c e  a l l  c o n t r a c 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  f o r  p u r p o s e s  o f  t h e  c o r p o r a t i o n .  I t  may c o n ­
t r a c t  w i t h  t h e  d i v i s i o n  o f  t r e a s u r y  o f  t h e  D ep a r tm en t  o f  R ev enu e  f o r  

s e r v i c e s .
(g) S u b j e c t  t o  (a) and  (b) o f  t h i s  s e c t i o n ,  t h e  b o a rd  may i n v e s t  

c o r p o r a t i o n  a s s e t s  i n  o b l i g a t i o n s  o f ,  o r  o b l i g a t i o n s  i n s u r e d  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 g e n c i e s  o r  i n s t r u m e n t a l i t i e s  o f  t h e  
U n i t e d  S t a t e s ;  c o r p o r a t e  s e c u r i t i e s  t h a t  u n d e r  t h e  S e c u r i t i e s  A c t  o f  

1933 a r e  f r e e l y  m a r k e t a b l e ;  and s h o r t - t e r m  i n v e s t m e n t s  t h a t  m e e t  t h e  
r e q u i r e m e n t s  o f  (a) and  (b) o f  t h i s  s e c t i o n  e x c e p t  f o r  t h e  t e rm  o f  t h e  

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

o f  s t o c k  o f  a c o r p o r a t i o n  t h a t  i s  n o t  p a y i n g  d i v i d e n d s  on  t h a t  s t o c k  i n  
c a s h  a t  t h e  t im e  o f  p u r c h a s e ;  n o r  i n  t h e  p u r c h a s e  o f  b ond s  o f  a c o r p o r a ­
t i o n ,  upon  w h ic h  any  r e g u l a r  i n t e r e s t  p aym en t h a s  b e e n  d e f a u l t e d  w i t h i n

i

f i v e  y e a r s  b e f o r e  p u r c h a s e ,  e x c e p t  b ond s  n e v e r  i n  d e f a u l t  b u t  w h ic h  h a v e  
b e e n  o u t s t a n d i n g  f o r  l e s s  t h a n  f i v e  y e a r s .

(2) The a s s e t s  o f  t h e  c o r p o r a t i o n  may n o t  b e  u s e d  f o r  t h e  
p u r c h a s e  o f  s t o c k  i f  im m e d i a t e l y  f o l l o w i n g  t h e  p u r c h a s e  t h e  p r o p o r t i o n a t e  

m ark e t  v a l u e  o f  a l l  s t o c k s  h e l d  b y  t h e  c o r p o r a t i o n  w ou ld  e x c e e d  30 
p e r c e n t  o f  t h e  a s s e t s  o f  t h e  c o r p o r a t i o n .

(h) S u b j e c t  t o  (a) and  (b) o f  t h i s  s e c t i o n ,  t h e  b o a r d  may i n v e s t  
c o r p o r a t i o n  a s s e t s  i n

(1) F e d e r a l  H o u s in g  A d m i n i s t r a t i o n  m o r t g a g e s ;
(2) F e d e r a l  V e t e r a n s  A d m i n i s t r a t i o n  m o r t g a g e s ;
(3) 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  i f  t h e  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  a t  l e a s t  25 p e r c e n t  o f  t h e  m o r t g a g e .



(i) To q u a l i f y  a s  a m o r t g a g e  o r  s e c u r e d  l o a n  t h a t  may b e  p u r c h a s e d  
b y  t h e  b o a r d  u n d e r  (h) o f  t h i s  s e c t i o n ,  t h e  m o r t g a g e  o r  s e c u r e d  l o a n  

s h a l l
(1) b e  s e c u r e d  b y  r e a l  e s t a t e  i n  t h e  s t a t e ;
(2) h a v e  a s  a m o r t g a g o r  an A l a s k a  r e s i d e n t  o r  a c o r p o r a t i o n

i n  w h ic h  a t  l e a s t  60 p e r c e n t  o f  t h e  s t o c k  i s  owned b y  A l a s k a  r e s i d e n t s ;
(3) b e  c e r t i f i e d  b y  t h e  o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  

t h a t  t h e  l o a n  b e i n g  s o l d  h a s  b e e n  made i n  c o m p l i a n c e  w i t h  law  and t h a t  

l i e n s  s u p p o r t i n g  t h e  l o a n  h a v e  b e e n  p e r f e c t e d ;
(4) h a v e  no  i n i t i a l  c l o s i n g  f e e s  o r  s e r v i c e  f e e s  t h a t  e x c e e d  

o n e - h a l f  o f  o n e  p e r c e n t ,  e x c l u d i n g  c l o s i n g  c o s t s .
(j) The b o a r d  may p u r c h a s e  l o a n s  p r o v i d e d  f o r  i n  (h) o f  t h i s

s e c t i o n  o n l y  w i t h  t h e  a p p r o v a l  o f  e a c h  p u r c h a s e  b y  t h e  D ep a r tm en t  o f  

Commerce and E con om ic  D e v e lo p m en t ,  and t h e  l o a n s  may b e  p u r c h a s e d  o n l y  
f r om  f i n a n c i a l  i n s t i t u t i o n s  t h a t  a r e  o p e r a t i n g  u n d e r  t h e  n a t i o n a l  b a n k in g  
l a w s ,  f e d e r a l  s a v i n g s  and l o a n  l a w s ,  o r  u nd e r  t h e  p r o v i s i o n s  o f  AS 06.05, 
AS 06.15, AS 06.25 or  AS 06.30.

(k) The b o a r d  s h a l l  e s t a b l i s h  and  fr om  t im e  t o  t im e  a s  n e c e s s a r y  
m o d i f y  g u i d e l i n e s  f o r  t h e  i n v e s tm e n t  o f  t h e  c o r p o r a t i o n ' s  a s s e t s .  
B e f o r e  a d o p t i o n  o f  a n y  i n v e s tm e n t  g u i d e l i n e s ,  t h e  g u i d e l i n e s  s h a l l  be  
r e p o r t e d  t o  t h e  L e g i s l a t i v e  B ud g e t  and A u d i t  C om m it t e e  f o r  r e v i e w  and  

com m en t.
(1) N o t h in g  i n  t h i s  s e c t i o n  may b e  i n t e r p r e t e d  t o  p r e c l u d e  i n - s t a t

i n v e s tm e n t s  t h a t  h a v e  a r i s k  l e v e l  and  e x p e c t e d  y i e l d  c om p a r a b le  t o
a l t e r n a t i v e  i n v e s tm e n t  o p p o r t u n i t i e s .
S e c .  8. AS 37.13.130 i s  r e p e a l e d  and r e e n a c t e d  t o  r e a d ;

S e c .  37.13.130. GAINS AND LOSSES. A t t h e  end  o f  e a c h  f i s c a l  y e a r ,
t h e  t o t a l  amount o f  l o s s e s  on  t h e  s a l e s  o f  s e c u r i t i e s ,  n o t  o f f s e t  b y
g a i n s  on  t h e  s a l e s  o f  s e c u r i t i e s  d u r in g  t h a t  y e a r ,  s h a l l  b e  c om pu ted ,



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

i n t e r e s t  and  d i v i d e n d  in c om e  and  t h e  r e s u l t i n g  amount o f  i n t e r e s t  and  

d i v i d e n d  in c om e  add ed  t o  t h e  p r i n c i p a l  o f  t h e  f u n d .  L o s s e s  t a k e n  on t h e  
s a l e s  o f  b ond s  s h a l l  b e  a c c u m u la t e d  o v e r  a  p e r i o d  e q u a l  t o  t h e  a v e r a g e  
r e m a in in g  l i f e  o f  t h e  b o n d s  s o l d ,  and  l o s s e s  t a k e n  on  t h e  s a l e s  o f  
s t o c k s  s h a l l  b e  a c c u m u la t e d  w i t h i n  a  p e r i o d  o f  f i v e  y e a r s ,  u n l e s s  t h e s e  
l o s s e s  a r e  o f f s e t  b y  g a i n s  on  f u t u r e  s a l e s  o f  s e c u r i t i e s .  I n  a n y  f i s c a l  
y e a r  i n  w h ic h  t h e  g a i n s  on  t h e  s a l e s  o f  s e c u r i t i e s  e x c e e d  t h e  l o s s e s  on  

t h e  s a l e s  o f  s e c u r i t i e s ,  t h e  e x c e s s  s h a l l  b e  add ed  t o  t h e  p r i n c i p a l  o f  
t h e  f u n d .
S e c .  9. AS 37.13 i s  amended b y  a d d in g  a new s e c t i o n  t o  r e a d s

S e c .  37.13.145. MORTGAGE LOSS RESERVE ACCOUNT. The b o a r d  may 
e s t a b l i s h  a  m o r t g a g e  l o s s  r e s e r v e  a c c o u n t  f o r  t h e  p u r p o s e  o f  p r o t e c t i n g  
t h e  f i n a n c i a l  i n t e g r i t y  o f  t h e  f u n d .
S e c .  10. AS 37.13.190 i s  amended t o  r e a d :  .

S e c .  37.13.190. POLITICAL ACTIVITIES. The members o f  t h e  b o a rd  o f  
t r u s t e e s  and em p lo y e e s  o f  t h e  c o r p o r a t i o n  may n o t  e n g a g e  i n  p a r t i s a n  
p o l i t i c a l  a c t i v i t i e s .  The r e s o u r c e s  o f  t h e  c o r p o r a t i o n  may n o t  b e  u s e d  

t o  f i n a n c e  o r  i n f l u e n c e  p o l i t i c a l  a c t i v i t i e s .



THE LEGISLATURE OF THE STATE OF A L A S K A

TWELFTH LEGISLATURE

FISCAL NOTE

I .  REQUEST
B i l l / R e s o l u t i o n  Number: CSHB 770 (SA) (4/14/82)____________________________
T i t l e :  R e l a t i n g  t o  I n v e s tm e n t  & Management o f  t h e  A la s k a  P erm anen t Fund 
R eq u e s t e d  b y H o u s e  S t a t e  A f f a i r s  C om m ittee  D a t e :  4/15/82

>
I I .  FISCAL DETAIL

A gen cy  A f f e c t e d :  ________ D ep a r tm en t  o f  R evenue______________________________________
Program  C a t e g o r y  A f f e c t e d :  ________ Perm anen t Fund Corp .__________________________
BRU, Program, o r  Subprogram(s)  A f f e c t e d :   P erm anen t Fund Corp .________
(N o te :  I f  more th a n  on e  b u d g e t  com pon en t i s  a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

am oun ts  and f u n d in g  f o r  e a c h  com ponen t i n  t h e  a n a l y s i s  s e c t i o n . )

EXPENDITURES (Thousands o f  D o l l a r s )
1

______________________________I
FY 82 I FY 83 | 

|____________|
FY 84 FY 85 | FY 86 | FY 87

100
1

PERSONAL SERVICES | —

|-------------- |

1 -  1 — —  I —  j —

200 TRAVEL I - 1 (28.8)1 - j j -
300 CONTRACTUAL 1 - I 4,145.0 | 9,210.0 11,078.0| 12,567.01 14,132.
400 COMMODITIES * - 1 -  1 - | | -
500 EQUIPMENT i - 1 -  1 - | | -

600 LAND &  STRUCTURES | - 1 -  1 - -  | -  | -

700 GRANTS,CLAIMS,ETC | - 1 -  1 - | -  | -

800 MISCELLANEOUS j _________________________1
— 1 -  1 

1 ____________ |

— —  | —  j —

TOTAL |
i

- 1 4,116.2 | 9,210.0 11,078.01 12,567.01 14,132.

FUNDING (Thousands o f  D o l l a r s )
-----------------------------------------------------------------------------------1 —

GENERAL FUND ! —

! ----------------------------------, ----------------------------------- , -----------------------------------, ------------------------------------| --------------------------------

1 - 1 ~ 1 - 1 - 1
FEDERAL FUNDS 1 - 1 - 1 - 1 - 1 - 1
OTHER ( S p e c i f y  S o u r c e ) | 1 1 1 1 1
PERMANENT FUND INCOME I 
. —  ---------------------------------  1 —

— I 4,116.2 | 9,210.0 | 11,078.01 12,567.0| 14,132. 
1----------------------------------1-----------------------------------1----------------------------------- 1----------------------------------- 1--------------------------------

POSITIONS

FULL TIME 1 - 1 j j - j j -
PART TIME 1 - 1 | | | | -
TEMPORARY 1 - 1 

—  1---------- 1- -------- 1- -------- 1- -------- 1- -------- 1-
“*

I I I .  ANALYSIS (See F i s c a l  N o te  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I I I )

C om p en sa t io n  l e v e l  o f  P u b l i c  Members o f  Board o f  T r u s t e e s  t o  be d e t e r m in e d  by B oa rd .  
R e d u c t i o n  i n  T r a v e l  f o r  d e l e t i o n  o f  $400/meeting d ay  h on " '  a r ium  b u d g e t e d  f o r  p r e s e n t  
p u b l i c  m embers .

C o n t r a c t u a l  S e r v i c e s  i s  f o r  a s s o c i a t e d  o u t s i d e  management and s a f e k e e p i n g  c o s t s  o f  new  
a l l o w a b l e  i n v e s tm e n t s  w e r e  a p p l i c a b l e .  A ssum es ,  b a s ed  on a v e r a g e  fu n d  b a l a n c e  f o r  a 
f i s c a l  y e a r ;  25% i n  p r e f e r r e d  and common s t o c k ,  5% r e a l  e s t a t e  e q u i t y ,  5% f o r e i g n  
s e c u r i t i e s  and c e r t i f i c a t e s  o f  d e p o s i t ,  5% v e n t u r e  c a p i t a l .  S t o c k  i s  a t  o n e - h a l f  o f  
maximum a l l o w e d ,  o t h e r s  a t  o n e - t h i r d  o f  maximum a l l o w e d .  F ee  r a t e  l e v e l  f o r  FY 83 and 
FY 84; 10% f e e  i n c r e a s e  a s sum ed  s t a r t i n g  FY 85 and a f t e r  (no t p e r  y e a r ) .  B r o k e r a g e  
f e e  on p r e f e r r e d  and common s t o c k  n o t  i n c l u d e d  a s  i t  i s  p a r t  o f  b a s e  s e c u r i t i e s  c o s t .

FY 83 a s su m e s  a b o v e  p e r c e n t a g e s  f o r  o n e - h a l f  y e a r  o n l y  a s  t r a n s i t i o n  t im e  t o  new  
i n v e s tm e n t  c a t e g o r i e s .  N e t e f f e c t  o f  a b o v e  s c e n e r i o  p l a c e s  40% o f  a l l  c o r p o r a t e  
a s s e t s  w i t h  o u t s i d e  m an ag er s ,  t h e  b a l a n c e  60% r em a in s  f o r  i n t e r n a l  m anagem en t .

— .
IV . DATE; A p r i l  15, 1982 PREPARED BY: Anse lm  C. S t a a c k ,  T r e a s u r y  C o m p tr o l l e r

AGENCY: D ep t ,  o f  R e v en u e/ T r e a su r y  D i v i s i o n  
O r i g i n a l :  L e g i s l a t i v e  F in a n c e  PHONE: 465-2350
c c :  B udge t  and Management

Pr ime S p on so r  ( F i r s t  L e g i s l a t o r  Named)
33-001 (Rev. 12/81)



O r i g i n a l  s p o n s o r :  M e t c a l f e O f f e r e d :  4/16/82
R e f e r r e d :  F i n a n c e

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 770 ( S t a t e  A f f a i r s )
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - SECOND SESSION
A BILL

For an A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  t h e  i n v e s tm e n t  and managem en t o f

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1. AS 37.13.050 i s  amended t o  r e a d :

S e c .  37.13.050. COMPOSITION AND QUALIFICATIONS OF BOARD OF TRUST­
EES. (a) The Board o f  T r u s t e e s  o f  t h e  A l a s k a  P erm an en t Fund C o r p o r a ­
t i o n  c o n s i s t s  o f  s i x  members a p p o i n t e d  by  t h e  g o v e r n o r .  Two [THREE] o f  
t h e  members s h a l l  b e  h e a d s  o f  p r i n c i p a l  d e p a r tm e n t s  o f  s t a t e  g o v e r n m en t ,  

o n e  o f  whom s h a l l  be t h e  c o m m i s s i o n e r  o f  r e v e n u e .  Four [THREE] members 
s h a l l  be a p p o i n t e d  by  t h e  g o v e r n o r  from  t h e  p u b l i c  and may n o t  h o l d  any  

o t h e r  s t a t e  o r  f e d e r a l  o f f i c e ,  p o s i t i o n  o r  em p lo ym en t,  e i t h e r  e l e c t i v e  
o r  a p p o i n t i v e ,  e x c e p t  a s  a member o f  t h e  armed f o r c e s  o f  e i t h e r  t h e  
U n i t e d  S t a t e s  o r  o f  t h i s  s t a t e .  [MEMBERS OTHER THAN THE COMMISSIONER OF 
REVENUE SHALL BE SEPARATELY CONFIRMED BY A MAJORITY OF THE MEMBERS OF 
THE LEGISLATURE IN JOINT SESSION .]

(b) The f o u r  [THREE] p u b l i c  members o f  t h e  b o a rd  s h a l l  h a v e  r e c o g ­
n i z e d  c o m p e t e n c e  and w id e  e x p e r i e n c e  i n  f i n a n c e ,  i n v e s t m e n t s ,  o r  o t h e r  
b u s i n e s s  m a n a g em en t- r e la t e d  f i e l d s .

(c) The b o a rd  s h a l l  a n n u a l l y  e l e c t  a ch a irm an  from  among i t s  
m em bers .

* S e c .  2. AS 37.13.060 i s  amended t o  r e a d :

t h e  A l a s k a  p e rm an en t  fu n d  and t o  t h e  c o m p u t a t i o n  o f  t h e  

in c om e  o f  t h e  fu n d  a v a i l a b l e  f o r  d i s t r i b u t i o n ;  and  
p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

S e c .  37.13.060. TERM OF OFFICE. The p u b l i c  members o f  t h e
-1- CSHB 7 7 0 (SA)



ix%\ ■ ■ '• - • • , 'r, V; • .. • • ' ;;m. • • - - • • . . ' • *•

••

V*
1

s. 2

% .

1-
3

4

5

%
6

?' ■
7

8

vV - 9

f c ‘:

10

11

1?

If

14

15

16

17

18

19

20

21

22

23

f:’ 24

25

26

27

28

29

b oa rd  s h a l l  b e  a p p o i n t e d  f o r  t e rm s  o f  f o u r  [THREE] y e a r s ,  and t h e y  may 

be  r e a p p o i n t e d  [SUBJECT TO CONFIRMATION BY A MAJORITY OF THE MEMBERS OF 

THE LEGISLATURE IN JOINT SESSION ]. The t e rm s  o f  t h e  p u b l i c  members 
[TERMS] s h a l l  b e  s t a g g e r e d  s o  t h a t  no more t h a n  on e  te rm  o f  a p u b l i c  

member e x p i r e s  e a c h  y e a r . [IN IT IAL TERMS FOR MEMBERS OTHER THAN THE 
COMMISSIONER OF REVENUE SHALL BE TWO MEMBERS SERVING FOR ONE YEAR, TWO
MEMBERS SERVING FOR TWO YEARS, AND ONE MEMBER SERVING FOR THREE YEARS.]

* S e c .  3. AS 37.13.070 i s  amended t o  r e a d ;
S e c .  37.13.070. REMOVAL AND VACANCIES. (a) The g o v e r n o r  may 

f o r  g ood  c a u s e  rem ove  a  member o f  t h e  b o a r d  from  o f f i c e .  [HOWEVER, THE 
REMOVAL OF A MEMBER OF THE BOARD IS  SUBJECT TO DISAPPROVAL BY A VOTE OF 
A MAJORITY OF THE MEMBERS OF THE LEGISLATURE AT THE FIRST JOINT SESSION 

HELD 10 OR MORE DAYS AFTER THE LEGISLATURE RECEIVES NOTICE OF THE REM0VA1| 
FROM THE GOVERNOR.] A r em o v a l  b y  t h e  g o v e r n o r  s h a l l  b e  i n  w r i t i n g  and
s h a l l  s t a t e  t h e  r e a s o n  f o r  t h e  r e m o v a l .  A member who i s  r em oved  b y  t h e
g o v e r n o r  may n o t  p a r t i c i p a t e  i n  b o a rd  b u s i n e s s  and may n o t  b e  c o u n t e d  

f o r  p u r p o s e s  o f  e s t a b l i s h i n g  a  quorum a f t e r  [BETWEEN THE TIME] h e  
r e c e i v e s  w r i t t e n  n o t i c e  o f  h i s  r em o v a l  f r om  t h e  g o v e r n o r  [AND THE TIME 

THAT THE LEGISLATURE’S POWER TO DISAPPROVE THE REMOVAL UNDER THIS SUB­
SECTION EXPIRES. IF  THE LEGISLATURE DISAPPROVES THE REMOVAL OF A BOARD 

MEMBER, THE BOARD MEMBER SHALL BE REINSTATED].
(b) A v a c a n c y  on t h e  b o a r d  s h a l l  b e  p r om p t ly  f i l l e d  by a p p o in tm e n t  

by th e  g o v e r n o r  [AND CONFIRMATION BY A MAJORITY OF THE MEMBERS OF THE 
LEGISLATURE IN JOINT SESSION], An a p p o i n t e e  t o  a v a c a n c y  s h a l l  h o ld  
o f f i c e  f o r  t h e  b a l a n c e  o f  t h e  t e rm  f o r  w h ic h  h i s  p r e d e c e s s o r  on  th e  
b o a rd  was a p p o i n t e d .  [ IF  A VACANCY ARISES ON THE BOARD WHILE THE LEGIS­
LATURE IS  NOT IN SESSION, THE GOVERNOR MAY APPOINT AN INTERIM BOARD 
MEMBER WHO SHALL EXERCISE THE POWERS OF A BOARD MEMBER UNTIL THE LEGIS­
LATURE FAILS TO CONFIRM THE APPOINTMENT OF THE INTERIM BOARD MEMBER.]

-2- CSHB 770(SA)
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(c) A v a c a n c y  on  t h e  b o a r d  d o e s  n o t  im p a i r  t h e  a u t h o r i t y  o f  a 
quorum o f  t h e  b o a rd  t o  e x e r c i s e  a l l  t h e  p ow er s  and  p e r f o r n  a l l  t h e  

d u t i e s  o f  t h e  b o a r d .
* S e c .  4. AS 37.13.090 i s  amended t o  r e a d :

S e c .  J7.13.090. COMPENSATION OF BOARD MEMBERS. The b o a rd  s h a l l  
d e t e r m in e  t h e  c o m p e n s a t i o n  o f  t h e  p u b l i c  members o f  t h e  b o a rd  s u b j e c t  

t o  a p p r o v a l  b y  t h e  l e g i s l a t u r e  i n  a c c o r d a n c e  w i t h  AS 37.07. Com pensa ­
t i o n  f o r  p u b l i c  members o f  t h e  b o a r d  s h a l l  b e  r e q u e s t e d  a s  p a r t  o f  t h e  

o p e r a t i n g  b u d g e t  o f  t h e  b o a r d  (AS 37.13.150). Members [PUBLIC MEMBERS 

OF THE BOARD RECEIVE AN HONORARIUM OF $400 FOR EACH MEETING DAY IF  THEY 

ATTEND THE MEETING. ALL MEMBERS] o f  the. b o a r d  a r e  e n t i t l e d  t o  p e r  d iem  
and t r a v e l  a l l o w a n c e s  a s  p r o v i d e d  by  law  f o r  members o f  s t a t e  b o a r d s  and  

c o m m i s s i o n s ,
* S e c .  5. AS 37.13.120(g) i s  amended t o  r e a d :

(g) S u b j e c t  t o  t h e  l i m i t a t i o n s  c o n t a i n e d  i n  [(h) AND (i) OF] t h i s  
s e c t i o n ,  t h e  b o a rd  may i n v e s t  c o r p o r a t i o n  a s s e t s  a t  c o m p e t i t i v e  n a t i o n a l  
m ark e t  r a t e s  o r  p r i c e s  a p p l i c a b l e  t o  e a c h  i n v e s tm e n t  i n

(1) o b l i g a t i o n s  o f ,  o r  o b l i g a t i o n s  i n s u r e d  b y  o r  g u a r a n t e e d  

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

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

S t a t e s  o r  a g e n c i e s  o r  i n s t r u m e n t a l i t i e s  o f  t h e  U n i t e d  S t a t e s  o r  o b l i g a ­
t i o n s  o f  c o r p o r a t i o n s  i n  w h ic h  t h e  U n i t e d  S t a t e s  i s  a s h a r e h o l d e r  or  
member;

(3) c e r t i f i c a t e s  o f  d e p o s i t  and te rm  d e p o s i t s  o f  [ISSUED BY] 
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  w h ic h  a r e  members o f  t h e  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  and  [FOR] w h ic h  may b e  r e a d i l y  s o l d  i n  a [GENERALLY 
RECOGNIZED] s e c o n d a r y  m a rk e t  a t  p r i c e s  r e f l e c t i n g  f a i r  v a l u e  [EXISTS] o r  
w h ic h  a r e  f u l l y  s e c u r e d  a t  a l l  t im e s  a s  t o  p a y  ment o f  p r i n c i p a l  and

-3- CSHB 770(SA)
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i n t e r e s t  a s  [BY INVESTMENTS] d e s c r i b e d  i n  On). [(1), (2), (8) OR (12) - 
(16)] o f  t h i s  s e c t i o n  [SUBSECTION; THE SECURITY PLEDGED UNDER THIS 

PARAGRAPH SHALL BE AT LEAST EQUAL TO THE FACE VALUE OF THE DEPOSIT AND 
THE BOARD MAY REQUIRE SUBSTITUTION OF COLLATERAL];

(4) c e r t i f i c a t e s  o f  d e p o s i t  and te rm  d e p o s i t s  [SHARES] o f  
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  and l o a n  [LOANS] a s s o c i a t i o n s  i n  A la s k a  

w h ich  may b e  r e a d i l y  s o l d  i n  a s e c o n d a r y  m a rk e t  a t  p r i c e s  r e f l e c t i n g  

f a i r  v a l u e  o r  w h ic h  a r e  f u l l y  s e c u r e d  a t  a l l  t im e s  a s  t o  p a ym en ts  o f  

p r i n c i p a l  and i n t e r e s t  a s  [BY INVESTMENTS] d e s c r i b e d  i n  On). [(1), (2)] 
o f  t h i s  s e c t i o n  [SUBSECTION];

(5) [SAVINGS] c e r t i f i c a t e s  o f  d e p o s i t  and te rm  d e p o s i t s  o f  

[ISSUED BY] s t a t e  c h a r t e r e d  s a v i n g s  and l o a n  a s s o c i a t i o n s  i n  A la s k a  

w h ich  may b e  r e a d i l y  s o l d  i n  a s e c o n d a r y  m a rk e t  a t  p r i c e s  r e f l e c t i n g  
f a i r  v a l u e  o r  w h ic h  a r e  f u l l y  s e c u r e d  a t  a l l  t im e s  a s  t o  p a ym en ts  o f  

p r i n c i p a l  and i n t e r e s t  a s  [BY INVESTMENTS] d e s c r i b e d  i n  (m) [(1), (2)] 
o f  t h i s  s e c t i o n  [SUBSECTION];

(6) c e r t i f i c a t e s  o f  d e p o s i t  and te rm  d e p o s i t s  o f  [DEPOSITS 
WITH] m u tu a l  s a v i n g s  b ank s  i n  A l a s k a  w h ic h  may b e  r e a d i l y  s o l d  i n  a s e c ­
o n d a r y  m a rk e t  a t  p r i c e s  r e f l e c t i n g  f a i r  v a l u e  o r  w h ic h  a r e  f u l l y  s e c u r e d  
a t  a l l  t im e s  a s  t o  p a ym en ts  o f  p r i n c i p a l  and i n t e r e s t  a £  [BY INVESTMENTS] 
d e s c r i b e d  i n  (m) [(1), (2)] o f  t h i s  s e c t i o n  [SUBSECTION];

(7) f i x e d - t e r m  c e r t i f i c a t e s  o f  i n d e b t e d n e s s  o f  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 la s k a  w h ic h  may b e  r e a d i l y  s o l d  i n  a m ark e t  a t  
p r i c e s  r e f l e c t i n g  f a i r  v a l u e  o r  w h ic h  a r e  f u l l y  s e c u r e d  a t  a l l  t im e s  a s  
t o  p a ym en ts  o f  p r i n c i p a l  and i n t e r e s t  a £  [BY INVESTMENTS] d e s c r i b e d  i n  
(m) [(1), (2)] o f  t h i s  s e c t i o n  [SUBSECTION];

(8) c o r p o r a t e  d e b t  s e c u r i t i e s  w h ic h  a r e  r a t e d  AA o r  b e t t e r  by  
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  s e r v i c e ;

(9) s h o r t - t e r m  c o r p o r a t e  p r o m i s s o r y  n o t e s  o f  t h e  h i g h e s t
-4- CSHB 770(SA)
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r a t i n g s  a s s i g n e d  by  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  s e r v i c e ;
(10) b a n k e r s '  a c c e p t a n c e s  drawn 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  e a c h  o f  w h ic h  h a v e  a  com b in ed  c a p i t a l  and  s u r p l u s  a g g r e g a t ­
i n g  a t  l e a s t  $200,000,000;

(11) 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  t h e  

a g r e e m e n t s  b e i n g  any  o f  t h e  i t e m s  i n  (1) - (3) and (8) - (10) o f  t h i s  

s u b s e c t i o n ;
(12) t h e  g u a r a n t e e d  p o r t i o n  o f  F e d e r a l  S m a l l  B u s i n e s s  Admin­

i s t r a t i o n  l o a n s ;
(13) t h e  p o r t i o n  o f  f i r s t  l i e n  r e a l  e s t a t e  m o r t g a g e s  g u a r a n ­

t e e d  by  t h e  F e d e r a l  V e t e r a n s  A d m i n i s t r a t i o n [ASSOCIATION];
(14) t h e  p o r t i o n s  o f  b u s i n e s s  and  i n d u s t r i a l  l o a n s  made u nd e r  

t h e  R u r a l  D e v e lo p m en t  A c t o f  1972 w h ic h  a r e  g u a r a n t e e d  b y  t h e  F a rm e r ' s  
Home A d m i n i s t r a t i o n ;

(15) t h e  g u a r a n t e e d  p o r t i o n  o f  F a rm e r ' s  Home A d m i n i s t r a t i o n
l o a n s ;

(16) n o t e s  s e c u r e d  by  m o r t g a g e s  g r a n t i n g  a f i r s t  l i e n  on  com­
m e r c i a l  o r  [OF] r e s i d e n t i a l  r e a l  e s t a t e  im p ro v ed  by c o m p l e t e d  b u i l d i n g s  
i f  t h e  m o r t g a g e s  a r e  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 ic h  i s  a u t h o r i z e d  t o  do b u s i n e s s  i n  A l a s k a  and h a s  c om b in ed  c a p i t a l ,  
s u r p l u s  and r e s e r v e s  a g g r e g a t i n g  a t  l e a s t  $20,000,000, and i f  l o a n - t o -  
v a l u e  r a t i o s  do n o t  e x c e e d  75 p e r c e n t  f o r  c o m m e r c ia l  m o r t g a g e s  and 90 
p e r c e n t  f o r  r e s i d e n t i a l  m o r t g a g e s ; h o w e v e r , [THE MINIMUM COVERAGE SHALL 
BE 10 PERCENT FOR LOANS HAVING A LOAN-TO-VALUE RATIO OF LESS THAN °0  

PERCENT, AND THE MINIMUM COVERAGE SHALL BE 20 PERCENT FOR LOANS HAVING A 
LOAN-TO-VALUE RATIO OF 90 PERCENT OR MORE.]

(A) no m o r t g a g e  i n s u r a n c e  i s  n e c e s s a r y  f o r  c o m m e r c ia l  
l o a n s  h a v i n g  l o a n - t o - v a l u e  r a t i o s  o f  l e s s  t h a n  50 p e r c e n t  and t h e  
minimum c o v e r a g e  o f  o t h e r  c o m m e r c ia l  l o a n s  s h a l l  b e  10 p e r c e n t  f o r
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t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  o f  50-60 p e r c e n t  and 15 p e r c e n t  
f o r  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  b u t  
no more t h a n  75 p e r c e n t ,  and

(B) no m o r t g a g e  i n s u r a n c e  i s  n e c e s s a r y  f o r  r e s i d e n t i a l  
l o a n s  h a v i n g  a l o a n - t o - v a l u e  r a t i o  o f  l e s s  t h a n  70 p e r c e n t  and t h e  

minimum c o v e r a g e  o f  o t h e r  r e s i d e n t i a l  l o a n s  s h a l l  b e  10 p e r c e n t  f o r  
t h o s e  h a v i n g  a  l o a n - t o - v a l u e  r a t i o  g r e a t e r  t h a n  70 p e r c e n t  b u t  l e s s  

t h a n  90 p e r c e n t  and 20 p e r c e n t  f o r  t h o s e  h a v i n g  a l o a n - t o - v a l u e  

r a t i o  o f  90 p e r c e n t?
(17) n o t e s  s e c u r e d  b y  m o r t g a g e s  g r a n t i n g  a f i r s t  l i e n  on  com­

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

f i n a n c i a l  i n s t i t u t i o n  r e t a i n s  a t  l e a s t  25 p e r c e n t  o f  t h e  m o r t g a g e  u n t i l  

m a t u r i t y ;
(18) p r e f e r r e d  and common s t o c k  o f  c o r p o r a t i o n s  i n c o r p o r a t e d  

i n  t h e  U n i t e d  S t a t e s , on  w h ic h  d i v i d e n d s  h a v e  b e e n  p a i d  i n  e a c h  o f  t h e  

t h r e e  y e a r s  im m e d ia t e l y  p r e c e d i n g  t h e  i n v e s tm e n t ;
(19) d e b t  s e c u r i t i e s  o f  f o r e i g n  g o v e r n m en t s  o r  c o r p o r a t i o n s

and p r e f e r r e d  and common s t o c k  o f  f o r e i g n  c o r p o r a t i o n s  w h ic h  a r e  o f  s u b ­
s t a n t i a l l y  e q u i v a l e n t  q u a l i t y  a s  t h o s e  d o m e s t i c  s e c u r i t i e s  p e r m i t t e d  

u nd e r  t h i s  s e c t i o n ;
(20) c e r t i f i c a t e s  o f  d e p o s i t ,  t e rm  d e p o s i t s ,  b a n k e r s '  a c c e p ­

t a n c e s ,  o r  e q u i v a l e n t  i n s t r u m e n t s ,  w h ic h  a r e  i s s u e d  b y  a U n i t e d  S t a t e s  

o r  f o r e i g n  bank  o r  t r u 3 t  company l o c a t e d  i n  a  f o r e i g n  c o u n t r y  and a r e  
d e n o m in a t e d  i n  e i t h e r  U n i t e d  S t a t e s  o r  f o r e i g n  c u r r e n c y ,  i f  e i t h e r  (A) 
t h e y  may b e  r e a d i l y  s o l d  i n  a s e c o n d a r y  m a rk e t  a t  p r i c e s  r e f l e c t i n g  f a i r  
v a l u e ,  o r  (B) t h e  i s s u i n g  bank  o r  t r u s t  company h a s  c a p i t a l  and s u r p l u s
a t  t h e  d a t e  o f  i s s u e  e q u a l l i n g  a t  l e a s t  $500,000,000; i n v e s tm e n t s  made
u n d e r  t h i s  p a r a g r a p h  a r e  n o t  s u b j e c t  t o  t h e  c o l l a t e r a l  r e q u i r e m e n t s  f o r  
d o m e s t i c  c e r t i f i c a t e s  u nd e r  (m) o f  t h i s  s e c t i o n ;

- 6 - CSHB 770(SA)
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(21) e q u i t y  i n t e r e s t s  i n ,  and d e b t  o b l i g a t i o n s  s e c u r e d  by  
m o r t g a g e s  g r a n t i n g  a f i r s t  l i e n  on ,  r e a l  p r o p e r t y  im p ro v ed  b y  c o m p l e t e d  
and s u b s t a n t i a l l y  r e n t e d  b u i l d i n g s  and  l o c a t e d  i n  t h e  U n i t e d  S t a t e s ,  i f  
t h e s e  i n v e s tm e n t s  a r e  made

(A) i n  a c o r p o r a t i o n ^  p a r t n e r s h i p ,  t r u s t ,  o r  o t h e r  
e n t i t y  i n  w h ic h ,  a t  t h e  c o n c l u s i o n  o f  e a c h  I n v e s tm e n t  t r a n s a c t i o n ,  

a t  l e a s t  60 p e r c e n t  o f  t h e  b e n e f i c i a l  o w n e r s h ip  i n t e r e s t s  a r e  
h e l d  by  o t h e r  i n s t i t u t i o n a l  i n v e s t o r s ,  and  w h ic h  i s  o r g a n i z e d  and  

o p e r a t e d  f o r  t h e  p u r p o s e  o f  m ak ing  r e a l  e s t a t e  i n v e s t m e n t s  b y  a 
bank, i n s u r a n c e  company, o r  o t h e r  m anager  o f  i n s t i t u t i o n a l  f u n d s  

w h ic h  h a s  h ad  a t  l e a s t  f i v e  y e a r s  o f  e x p e r i e n c e  i n  t h e  m anagem ent 
o f  r e a l  e s t a t e  i n v e s t m e n t s  o f  i n s t i t u t i o n a l  i n v e s t o r s ;  o r

(B) i n  c o n j u n c t i o n  w i t h  and on  s u b s t a n t i a l l y  t h e  same  
t e rm s  a s  an  e n t i t y  d e s c r i b e d  i n  (A) o f  t h i s  p a r a g r a p h ;

(22) l im i t e d  p a r t n e r s h i p  i n t e r e s t  i n  v e n t u r e  c a p i t a l  f u n d s ,  
i f  t h e s e  i n v e s tm e n t s  a r e  made

(A) i n  a p a r t n e r s h i p  i n  w h ic h ,  a t  t h e  c o n c l u s i o n  o f  
e a c h  I n v e s tm e n t  t r a n s a c t i o n ,  a t  l e a s t  60 p e r c e n t  o f  t h e  b e n e f i c i a l  
o w n e r s h ip  i n t e r e s t s  a r e  h e l d  b y  o t h e r  i n s t i t u t i o n a l  i n v e s t o r s  and  
w h ic h  i s  o r g a n i z e d  and o p e r a t e d  f o r  t h e  p u r p o s e  o f  m ak in g  v e n t u r e  
c a p i t a l  i n v e s tm e n t s  b y  a m anager  o f  i n s t i t u t i o n a l  f u n d s  who h a s  
had  a t  l e a s t  f i v e  y e a r s  o f  e x p e r i e n c e  i n  t h e  m anagem en t o f  v e n t u r e  
c a p i t a l  i n v e s tm e n t s  o f  i n s t i t u t i o n a l  i n v e s t o r s ;  and

(B) i n  a  p a r t n e r s h i p  t h a t  a g r e e s  t o  make v e n t u r e  c a p i t a l

p e rm an en t fu n d  i n  t h e p a r t n e r s h i p  t o  t h e  e x t e n t  t h a t  i n - s t a t e  i n ­
v e s tm e n t s t h a t  h a v e  a r i s k  l e v e l  and  e x p e c t e d  y i e l d  c om p a r a b le  t o
a l t e r n a t e i n v e s tm e n t o p p o r t u n i t i e s  a r e  a v a i l a b l e .

(23) o b l i g a t i o n s i s s u e d  by  an  a g e n c y  o f  t h e  s t a t e  i f  t h e
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o b l i g a t i o n s  and t h e  i n t e r e s t  on  th em  a r e  t a x a b l e  u nd er  f e d e r a l  law .

* S e c .  6. AS 37.13.120(i) i s  r e p e a l e d  and  r e e n a c t e d  t o  r e a d :
(i) A t t h e  t im e  o f  e a c h  i n v e s tm e n t ,  t h e  a g g r e g a t e  i n v e s tm e n t  o f  

t h e  A l a s k a  p e rm an en t  fu n d  i n  e a c h  s t a t e d  c a t e g o r y  o f  i n v e s tm e n t  may n o t  

e x c e e d  t h e  f o l l o w i n g  s t a t e d  p e r c e n t a g e  o f  t h e  t o t a l  i n v e s tm e n t s  o f  t h e
fu n d :  m o r t g a g e s  und er  ( g)(16) o f  t h i s  s e c t i o n ,  15 p e r c e n t ;  r e a l  e s t a t e
i n v e s tm e n t s  u nd e r  (g)(21) o f  t h i s  s e c t i o n ,  15 p e r c e n t ;  v e n t u r e  c a p i t a l  
l i m i t e d  p a r t n e r s h i p s  u nd e r  (g)(22) o f  t h i s  s e c t i o n ,  15 p e r c e n t ;  f o r e i g n  

s e c u r i t i e s  u n d e r  (g)(19) o f  t h i s  s e c t i o n ,  10 p e r c e n t ;  f o r e i g n  c e r t i f i ­
c a t e s  o f  d e p o s i t  o r  t h e  e q u i v a l e n t  u n d e r  (g)(20) o f  t h i s  s e c t i o n ,  20 
p e r c e n t ;  c o r p o r a t e  s t o c k s  and d e b t  s e c u r i t i e s  u n d e r  (g)(8), (9), and
(18) o f  t h i s  s e c t i o n ,  50 p e r c e n t .  The A l a s k a  p e rm an en t  fu nd  may a t  no 

t im e  own more th a n  f i v e  p e r c e n t  o f  t h e  v o t i n g  s t o c k  o f  a  c o r p o r a t i o n .  
D o m e s t i c  s t o c k s ,  e x c e p t  f o r  bank  and i n s u r a n c e  company s t o c k s ,  m u s t b e  
l i s t e d  a t  t h e  d a t e  o f  p u r c h a s e  on  an  e x c h a n g e  r e g i s t e r e d  w i t h  t h e
S e c u r i t i e s  and  E xch ange  C om m is s io n .

* S e c .  7. AS 37.13.120 i s  amended b y  a d d in g  new s u b s e c t i o n s  t o  r e a d :
(m) C e r t i f i c a t e s  o f  d e p o s i t  o r  t h e  e q u i v a l e n t  i n s t r u m e n t s  w h ic h  

a r e  n o t  o f  a q u a l i t y  t h a t  may b e  r e a d i l y  s o l d  i n  a s e c o n d a r y  m a rk e t  a t  
p r i c e s  r e f l e c t i n g  f a i r  v a l u e  m u st b e  s e c u r e d  by  a p l e d g e  a s  c o l l a t e r a l  
o f  i n v e s tm e n t s  a u t h o r i z e d  f o r  t h e  A l a s k a  p e rm an en t  fu n d  u n d e r  (g)(1),
(2), (8) o r  (12) - (17) o f  t h i s  s e c t i o n ,  w h ic h  i n v e s tm e n t s  h a v e  v a l u e  a t  
l e a s t  e q u a l  t o  t h e  f a c e  v a l u e  o f  t h e  c e r t i f i c a t e  o f  d e p o s i t .  The b o a rd  

may r e q u i r e  s u b s t i t u t i o n  o f  c o l l a t e r a l  i n  o r d e r  t o  e n s u r e  c o n t i n u e d  
s a t i s f a c t i o n  o f  t h e  r e q u i r e m e n t s  s e t  o u t  i n  t h i s  s u b s e c t i o n .

(n) C e r t i f i c a t e s  o f  d e p o s i t  o r  t h e  e q u i v a l e n t  i n s t r u m e n t s  may n o t  
b e  p u r c h a s e d  from  a  bank d o in g  b u s i n e s s  i n  A l a s k a  u n l e s s  t h e  i n - s t a t e  
l o a n - t o - d e p o s i t  r a t i o  o f  t h a t  bank  a s  d e t e r m in e d  by  t h e  d i v i s i o n  o f  
b a n k in g  o f  t h e  D ep a r tm en t  o f  Commerce and E conom ic  D ev e lo pm en t  f o r  t h e
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l a s t  f u l l  q u a r t e r  p r e c e d i n g  t h e  p u r c h a s e  i s  n o t  more t h a n  f i v e  p e r c e n t  
l e s s  t h a n  t h e  i n - s t a t e  l o a n - t o - d e p o s i t  a v e r a g e  r a t i o  f o r  a l l  b ank s  d o i n g  
b u s i n e s s  i n  A l a s k a  f o r  t h a t  q u a r t e r .

(o) C e r t i f i c a t e s  o f  d e p o s i t s  o r  t h e  e q u i v a l e n t  i n s t r u m e n t  may n o t  
b e  p u r c h a s e d  f r om  a  bank  d o i n g  b u s i n e s s  i n  A la s k a  i f  s t a t e  and s t a t e  

a g e n c y  d e p o s i t s  i n  t h e  b ank  a r e  i n  e x c e s s  o f  400 p e r c e n t  o f  th e  b a n k ' s  
c om b in ed  c a p i t a l  and s u r p l u s .

*  S e c .  8. AS 37.13 i s  amended b y  a d d in g  a new s e c t i o n  t o  r e a d :
S e c .  37.13.145. DISPOSITION OF INCOME. A t t h e  end  o f  e a c h  f i s c a l  

y e a r ,  an  amount e q u a l  t o  50 p e r c e n t  o f  n e t  in c om e  a s  d e f i n e d  i n  AS 37.-
13.140, e x c l u d i n g  any  in c om e  on  t h e  u n d i s t r i b u t e d  in c om e  a c c o u n t  i n  t h e  

A la s k a  p e rm an en t  fu n d ,  s h a l l  b e  t r a n s f e r r e d  t o  p r i n c i p a l  o f  t h e  fu n d  f o r  
r e i n v e s t m e n t .  The o t h e r  50 p e r c e n t  o f  t h e  n e t  in c om e  s h a l l  b e  t r a n s ­
f e r r e d  t o  t h e  u n d i s t r i b u t e d  in c om e  a c c o u n t .  Money i n  t h e  u n d i s t r i b u t e d  
i n c om e  a c c o u n t  s h a l l  b e  i n v e s t e d  i n  i n v e s tm e n t s  a u t h o r i z e d  u nd e r  AS 37.-
13.120. In com e from  t h e  i n v e s tm e n t  o f  t h e  u n d i s t r i b u t e d  in com e  a c c o u n t  
s h a l l  b e  t r e a t e d  a s  an a d d i t i o n  t o  t h a t  a c c o u n t .

* S e c .  9. AS 37.13.150 i s  amended t o  r e a d :
S e c .  37.13.150. CORPORATION [BOARD] BUDGET. The r e v e n u e s  g e n e r a ­

t e d  by th e  c o r p o r a t i o n ' s  i n v e s tm e n t s  m ust b e  i d e n t i f i e d  a s  t h e  s o u r c e  
o f  t h e  o p e r a t i n g  b u d g e t  o f  t h e  c o r p o r a t i o n  i n  t h e  s t a t e ' s  o p e r a t i n g  
b u d g e t  u n d e r  [BOARD IS  FROM THE GENERAL FUND AND IS  SUBJECT TO] t h e  
E x e c u t i v e  B ud g e t  A c t  (AS 37.07.010 - 37.07.130). The u n e x p en d ed  b a l ­
a n c e  o f  t h e  c o r p o r a t i o n ' s  a n n u a l  o p e r a t i n g  b u d g e t  d o e s  n o t  l a p s e  a t  
t h e  end  o f  t h e  f i s c a l  y e a r  b u t  s h a l l  b e  t r e a t e d  a s  in c om e  und e r  AS 37.
13.140.

* S e c .  10. AS 37.13.160 i s  amended t o  r e a d :
S e c .  37.13.160, AUDITS. The L e g i s l a t i v e  B ud g e t  and A u d i t  Commit­

t e e  may [SHALL] p r o v i d e  f o r  an a n n u a l  p o s t  a u d i t  and a n n u a l  o p e r a t i o n a l
-9- CSHB 770(SA)
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and p e r f o rm a n c e  e v a l u a t i o n s  o f  t h e  c o r p o r a t i o n ' s  i n v e s t m e n t s  and i n v e s t -
»

men t p r o g r a m s .
* S e c .  11. AS 37.13 i s  amended b y  a d d in g  a new s e c t i o n  t o  r e a d :

S e c .  37.13.205. REGULATIONS. The b o a r d  may a d o p t  r e g u l a t i o n s

und er  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t {AS 44.62) t o  i n t e r p r e t  and
im p lem en t  t h i s  c h a p t e r .

*  S e c .  12. T r a n s i t i o n  t o  f o u r - y e a r  te rm s  f o r  members o f  t h e  Board  o f  
T r u s t e e s  o f  t h e  A l a s k a  P erm an en t Fund C o r p o r a t i o n  a s  p r o v i d e d  i n  AS 37.13.060 
a s  amended i n  s e c .  2 o f  t h i s  A c t  s h a l l  b e  im p lem en t e d  a s  f o l l o w s :  a t  t h e
e x p i r a t i o n  o f  t h e  p r e s e n t  t e rm  o f  e a c h  p u b l i c  member, t h e  g o v e r n o r  s h a l l
a p p o i n t  a r e p l a c e m e n t ,  o r  r e a p p o i n t  t h e  p r e s e n t  member, f o r  a te rm  o f  f o u r  
y e a r s .  W i t h in  90 d a y s  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  t h e  g o v e r n o r  
s h a l l  a p p o i n t  a  p u b l i c  member t o  r e p l a c e  o n e  o f  t h e  two p r e s e n t  h e a d s  o f  
p r i n c i p a l  d e p a r tm e n t s  o t h e r  t h a n  t h e  c o m m is s i o n e r  o f  r e v e n u e ,  t o  s e r v e  f o r  a  

t e rm  o f  f o u r  y e a r s  o r  l e s s  w h ic h  te rm  e x p i r e s  i n  a y e a r  when no o t h e r  p u b l i c  

m em ber 's  te rm  e x p i r e s .  The h e a d  o f  a p r i n c i p a l  d e p a r tm en t  who i s  t o  be  

r e p l a c e d  s h a l l  c o n t i n u e  t o  s e r v e  on  t h e  b o a rd  u n t i l  t h e  a p p o in tm e n t  o f  a 
r e p l a c e m e n t .

* S e c .  13. T h i s  A c t t a k e s  e f f e c t  J u l y  1, 1982.
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