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BY THE STATE AFFAIRS COMMITTEE

1 IN THE HOUSE

2 HOUSE BILL NO. 509

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A SIXTEENTH LEGISLATURE - SECOND SESSION

5 A  BILL

6 For an Act intitled: "An Act relating to the permanent fund, the Alaska

7 Permanent Fund Corporation, and disposition of income

8 from the permanent fund; and providing for an effec-

9 tive date."

10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

11 * Section 1. AS 37.13.020 is amended to read:

12 Sec. 37.13.020. FINDINGS. The people of the state, by constitu-

13 tional amendment, have required the placement of at least 25 percent

14 of all mineral lease rentals, royalties, royalty sale proceeds, and

15 federal mineral revenue sharing payments and bonuses received by the

16 state into a permanent fund. The legislature finds with respect to

17 the fund [ALASKA PERMANENT FUND CORPORATION] that

18 (1) the fund [CORPORATION] should provide a means of con-

19 serving a portion of the state's revenue from mineral resources to

20 benefit all generations of Alaskans;

21 (2) the fund's [CORPORATION'S] goal should be to maintain

22 safety of principal while maximizing total return;

23 (3) the fund [CORPORATION] should be used as a savings

24 device managed to allow the maximum use of disposable income from the

25 fund [CORPORATION] for purposes designated by law.

26 * Sec. 2. AS 37.13.030 is amended to read:

27 Sec. 37.13.030. PURPOSE. It is the purpose of this chapter to

28 provide a mechanism for the management and investment of those [PERMA-

29 NENT] fund assets by [ALLOCATED TO] the Alaska Permanent Fund

R e f e r r e d :  S t a t e  A f f a i r s ,  a n d  F i n a n c e
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* Sec. 3. AS 37.13.040 is amended to read:

Sec. 37.13.040. ALASKA PERMANENT FUND CORPORATION. There is 

established the Alaska Permanent Fund Corporation. The corporation is 

a public corporation and government instrumentality in the Department 

of Revenue managed by the board of trustees. The purpose of the

corporation [BOARD] is to manage and invest the assets of the perma­

nent fund and other funds designated by law [CORPORATION] in accor­

dance with this chapter.

* Sec. 4. AS 37.13.060 is amended to read:

Sec. 37.13.060. TERM OF OFFICE. The public members of the board 

shall be appointed for terms of six [FOUR] years, and they may be

reappointed. The terms of the public members shall be staggered so 

that no more than one term of a public member expires each year.

* Sec. 5. AS 37.13.110(b) is amended to read:

(b) If a member of the board or an employee of the corporation 

acquires, owns^ or controls an interest, direct or indirect, in an 

entity or project in which fund [CORPORATION] assets are invested, the 

member shall immediately disclose the interest to the board. The

disclosure is a matter of public record and shall be included in the 

minutes of the board meeting next following the disclosure.

* Sec. 6. AS 37.13.120(a) is amended to read:

(a) The prudent-man rule shall be applied by the beard in the

management and investment of [ALASKA PERMANENT] fund assets. The

prudent-man rule as applied to investments of the fund [CORPORATION] 

means that in making investments the board shall exercise the judgment 

and care under the circumstances then prevailing that an institutional 

investor of ordinary prudence, discretion, and intelligence exercises 

in the management of large investments entrusted to it not in regard

C o r p o r a t i o n  i n  a  m a n n e r  c o n s i s t e n t  w i t h  t h e  f i n d i n g s  i n  AS  3 7 . 1 3 . 0 2 0 .
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to speculation but in regard to the permanent disposition of funds, 

considering probable safety of capital as well as probable income.

* Sec. 7. AS 37.13.120(b) is amended to read:

(b) The fund [CORPORATION] assets shall only be used for income- 

producing investments.

* Sec. 8. AS 37.13.120(e) is amended to read:

(e) The corporation may not borrow money [FUNDS] or guarantee

from principal of the [ALASKA. PERMANENT] fund the obligations of 

others.

* Sec. 9. AS 37.13.120(g) is amended to read:

(g) Subject to the limitations contained in this section, the

board may invest fund [CORPORATION] assets at the competitive national 

market rates or prices that are applicable to each investment only in

(1) obligations of, or obligations insured by or guaranteed 

by, the United States or agencies or instrumentalities of the United 

States;

(2) obligations secured by reserves paid in by the United

States or agencies or instrumentalities of the United States oz obli­

gations of corporations in which the United States is a shareholder or 

member;

(3) certificates of deposit and term deposits of United

States domestic banks that are members of the Federal Deposit Insur­

ance Corporation and that may be readily Lold in a secondary market at 

prices reflecting fair value or that are fully secured at all times as 

to payment of principal and interest as described in (m) of this 

section;

(4) [CERTIFICATES OF DEPOSIT AND TERM DEPOSITS OF FEDERALLY 

CHARTERED SAVINGS AND LOAN ASSOCIATIONS IN ALASKA THAT MAY BE READILY

SOLD IN A  SECONDARY MARKET AT PRICES REFLECTING FAIR VALUE OR THAT ARE
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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  OF  P R I N C I P A L  A N D  I N T E R E S T  AS 

D E S C R I B E D  IN  (m) O F  T H I S  S E C T I O N ;

(5) 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  S T ATE 

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  IN A L A S K A  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  O R  T H A T  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  AS 

D E S C R I B E D  IN (m) O F  T H I S  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  M U T U A L  

S A V I N G S  B A N K S  IN  A L A S K A  T H A T  M A Y  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 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  T H A T  A R E  F U L L Y  S E C U R E D  A T  A L L  T I MES 

A S  T O  P A Y M E N T S  O F  P R I N C I P A L  A?JD I N T E R E S T  A S  D E S C R I B E D  IN  (m) O F  T HIS 

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  IN A L A S K A  T H A T  M A Y  BE  R E A D I L Y  S O L D  IN  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  OR  T H A T  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  AS  D E S C R I 3 E D  IN 

(m) O F  T H I S  S E C TION;

(8)] d o m e s t i c  c o r p o r a t e  d e b t  s e c u r i t i e s  t h a t  are r a t e d  A A  

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 ,  or n o n d o m e s t i c  

c o r p o r a t e  deb t  s e c u r i t i e s  of c o m p a r a b l e  quality;

(5) [(9)] s h o r t - t e r m

(A) d o m e s t i c  c o r p o r a t e  p r o m i s s o r y  n o t e s  of the h i g h e s t  

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 ^  [,] 

o r

(B) n o n d o m e s t i c  c o r p o r a t e  p r o m i s s o r y  n o t e s  of  c o m p a r a­

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

U n i t e d  S t a t e s  d o l l a r s  or  n o n d o m e s t i c  c u r r e n c i e s ;

(6) [(10)] b a n k e r s '  a c c e p t a n c e s  d r a w n  o n  a n d  a c c e p t e d  by 

U n i t e d  S t a t e s  b a n k s  e a c h  of  w h i c h  has a c o m b i n e d  c a p i t a l  a nd s u r p l u s
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#

1 a g g r e g a t i n g  at l e ast $ 2 0 0 , 0 0 0 , 0 0 0 ;

if
«t 

0* 
V

2 (7) [(11)] r e p u r c h a s e  a g r e e m e n t s ,  the s e c u r i t i e s  u n d e r l y i n g  O

3 the a g r e e m e n t s  b e i n g  a n y  o f  the items i n  (1) - (6) [(1) - (3) A N D

4 (8) - (10)] of  thi s  s u b s e c t i o n ;

5 _[8J| [(12) T H E  G U A R A N T E E D  P O R T I  >N O F  F E D E R A L  S M A L L  B U S I N E S S  J

6 A D M I N I S T R A T I O N  L O A N S ;

7 (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 -

8 T E E D  B Y  T H E  F E D E R A L  V E T E R A N S  ADMI' 'RATION;

?

e

9 (14-)] t h e  p o r t i o n s  of b u s i n e s s  a n d  i n d u s t r i a l  l o a n s  m a d e  1**

10 u n d e r  the R u r a l  D e v e l o p m e n t  A c t  of 1 972 that a r e  g u a r a n t e e d  by  the

11 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 ;

12 (9) [(15)] t he g u a r a n t e e d  p o r t i o n  of F a r m e r s  H o m e  A d m i n i s -

13 t r a t i o n  loans; *£

O
14 (10) [(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  lie n

15 on  [ c o m m e r c i a l  o r j 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  build-

V.
16 ings if t he m o r t g a g e s  a re i n s u r e d  by  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  4

J  G
17 c o r p o r a t i o n  that is a u t h o r i z e d  to do  b u s i n e s s  in  t h i s  s t a t e  [ALASKA] ^  ^

18 a nd h as c o m b i n e d  c a p i t a l  a n d  s u r p l u s  a g g r e g a t i n g  at least $20,000,000., 'Sy> ^

~ P r-rrt Tr
19 a nd if l o a n - t o - v a l u e  r a t i o s  d o  not e x c e e d W 7 5  p e r c e n t  f or c o m m e r c i a l ' s  ^

2(f^ m o r t g a g e s  ancp 9 0  p e r c e n t  f or 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 ,

21  ( 7 a ) m o r t g a g e  i n s u r a n c e  is n o t  n e c e s s a r y  f or c o m m e r c i a l

22 loans h a v i n g  l o a n - t o - v a l u e  r a tios o f  less t h a n  50 p e r c e n t  a n d  the

23 m i n i m u m  c o v e r a g e  of  o t h e r  c o m m e r c i a l  l o ans s h a l l  be 10 p e r c e n t

24  f or t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  of 50 - 60 p e r c e n t  a n d  15

25 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’.eater t h r n  60

26 p e r c e n t  b u t  no  m o r e  t h a n  75 p e r c e n t ;  an(^ J

27 (B) m o r t g a g e  i n s u r a n c e  is not n e c e s s a r y  f o r  r e s i d e n -

28 tia l  l o ans h a v i n g  a l o a n - t o - v a l u e  r a t i o  of l ess t h a n  70 p e r c e n t

29 and the m i n i m u m  c o v e r a g e  of o t h e r  r e s i d e n t i a l  loans s h a l l  be 10
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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 ut less t h a n  90 p e r c e n t  a nd 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  of 90 p e r c e n t ;

(11) [(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  

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  IF T H E  

O R I G I N A T I N G  F I N A N C I A L  I N S T I T U T I O N  R E T A I N S  A T  L E A S T  25 P E R C E N T  OF  .HI 

M O R T G A G E  U N T I L  MA T U R I T Y ;

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

r a t e d  in  the U n i t e d  States;

(12) [(19)] c e r t i f i c a t e s  o f  d e p o s i t ,  t e r m  d e p o s i t s ,  or  

b a n k e r s '  a c c e p t a n c e s ,  t lit ar e  i s s u e d  b y  a U n i t e d  S t a t e s  o r  n o n d o m e s­

tic b a n k  or  t r u s t  c o m p a n y  l o c a t e d  o u t s i d e  of  t he U n i t e d  S t a t e s  an d  are 

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

t h e y  m a y  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 r k e t  at 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) the i s s u i n g  b a n k  o r  t r ust c o m p a n y  h a s  capital, 

s u r plus, a n d  r e t a i n e d  e a r n i n g s  at t he d a t e  of  i s s u e  e q u a l i n g  at least 

$ 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  this p a r a g r a p h  are n ot s u b j e c t  to 

th e  c o l l a t e r a l  r e q u i r e m e n t s  f or 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) of 

t his section;

(13) [(20)] e q u i t y  i n t e r e s t s  in, a n d  deb 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 rst lie n  on, r e a l  e s t a t e  i m p r o v e d  by 

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  in  t h e  U n i t e d  

S t a tes, if t h e s e  i n v e s t m e n t s  are m a d e

(A) in  a c o r p o r a t i o n ,  p a r t n e r s h i p ,  trust, or  o t h e r  

e n t i t y  in w h ich, at t h e  c o n c l u s i o n  of e a c h  i n v e s t m e n t  t r a n s­

action, at least 60 p e r c e n t  of 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  

are 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  

and o p e r a t e d  f or thf a r p o s e  of 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  by 

a bank, i n s u r a n c e  i any, or o t h e r  m a n a g e r  of i n s t i t u t i o n a l
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i.

1 f u n d s  t h a t  h as h a d  at least f i v e  y e a r s  o f  e x p e r i e n c e  in  the

2 m a n a g e m e n t  of r e a l  e s t a t e  i n v e s t m e n t s  of i n s t i t u t i o n a l  i n v e s t o r s ;

3 or

4 (B) w i t h  c o r p o r a t i o n s ,  p a r t n e r s h i p s ,  t r u sts, or  en-

5 t i t i e s  in w h i c h ,  at the c o n c l u s i o n  of e a c h  i n v e s t m e n t  t r a n s ­

action, at least 60 p e r c e n t  of 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

7 in  th e  c o - i n v e s t i n g  e n t i t y  or e n t i t i e s  as a w h o l e  a r e  h e l d  by

8 i n s t i t u t i o n a l  i n v e s t o r s ,  if

9 (i) at 1 he  time of  i n v e s t m e n t  t he f u n d  h a s  no

10 m o r e  t h a n  a  40 p e r c e n t  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  in  the

11 rea l  e s t a t e  i n v e s t e d  in as a w h o l e ;

12 (ii) t h e  r i g h t s  a n d  o b l i g a t i o n s  of the f u n d  are

13 s u b s t a n t i a l l y  s i m i l a r  to t h o s e  o f  t he o t h e r  i n s t i t u t i o n a l

14 i n v e s t o r s ,  e x c e p t  f o r  the p e r c e n t a g e  i n t e r e s t  in t h e  p r o p e r -

15 t y ; a n d

16 (iii) t he p r o p e r t y  is m a n a g e d  a n d  o p e r a t e d  b y  an

17 e n t i t y  t h a t  has h a d  at least f i v e  y e a r s  of e x p e r i e n c e  i n  the

18 m a n a g e m e n t  of r e a l  e s t a t e  i n v e s t m e n t s  of  i n s t i t u t i o n a l

19 i n v e s t  rs [IN C O N J U N C T I O N  W I T H  A N D  ON  S U B S T A N T I A L L Y  T H E  SAM E

20 T E R M S  A S  A N  E N T I T Y  D E S C R I B E D  IN  (A) OF  T H I S  P A R A G R A P H ] ;

21 (14) [(21)] s e c u r i t i e s  o f  n o n - d o m e s t i c  g o v e r n m e n t s  and

22 n o n - d o m e s t i c  g o v e r n m e n t  a g e n c ' e s ,  the p r i n c i p a l  of, o r  i n t e r e s t  on,

23 w h i c h  is p a y a b l e  i n  e i t h e r  J n i t e d  S t a t e s  d o l l a r s  o r  n o n - d o m e s t i c

24 c u r r e n c i e s ;

25 (15) [(22)] s e c u r i t i e s  of n o n - d o m e s t i c  c o r p o r a t i o n s ,  includ-

26 i ng c o m m o n  a nd p r e f e r r e d  s t ock, w h o s e  d i v i d e n d s ,  if any, m a y  be pay-

27 a b l e  in  e i t h e r  U n i t e d  S t a t e s  d o l l a r s  o r  n o n - d o m e s t i c  c u r r e n c i e s ^

28 (16) t a x a b l e  m u n i c i p a l  or s t a t e  d e b t  s e c u r i t i e s  t h a t  are

29 r a t e d  "AA" or 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 s e d  r a t i n g  s e r v i c e .
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* Sec. 10. AS 3 7 . 1 3 . 1 2 0 (i) is a m e n d e d  to read:

(i) 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  at no 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  the v o t i n g  s t o c k  of a  c o r p o r a t i o n .  D o m e s t i c  stocks,

e x c e p t  f or 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  at the

d a t e  of p u r c h a s e  o n  .n e x c h a n g e  r e g i s t e r e d  w i t h  th e  S e c u r i t i e s  and

E x c h a n g e  C o m m i s s i o n .  A t  t h e  t i m e  of e a c h  i n v e s t m e n t ,  t he a g g r e g a t e  

i n v e s t m e n t  of  t he f u n d  in  e a c h  s t a t e d  c a t e g o r y  of i n v e s t m e n t  m a y  not 

e x c e e d  the 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  of  t h e  t o t a l  i n v e s t m e n t s  of the 

fund:

(1) [ M O R T G A G E S  U N D E R  (g)(16) OF  T H I S  S E C T I O N  - 15 P E R C E N T ;

(2)] 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 ) (13) [ ( g ) (20)] of 

t hi s  s e c t i o n  - 15 p e r c e n t ;

(2) [(3)] c e r t i f i c a t e s  of  d e p o s i t ,  t e r m  d e p o s i t ,  o r  b a n k­

ers' a c c e p t a n c e s  u n d e r  ( g ) (12) [ ( g ) (19)] of  this s e c t i o n  - 20 p e r c e n t ;

(3) [(4)] s e c u r i t i e s  of n o n d o m e s t i c  g o v e r n m e n t s ,  n o n d o m e s­

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

(14), a n d  (15) [(g)(8), (21), A N D  (22)] of  thi s  s e c t i o n ,  d o m e s t i c  

c o r p o r a t e  s t o c k s  a n d  deb t  s e c u r i t i e s  u n d e r  ( g ) (4) [(g)(8)] a n d  (11)

[(18)] of thi s  s e c t i o n ,  a n d  s h o r t - t e r m  n o n d o m e s t i c  c o r p o r a t e  p r o m i s­

sor y  n o t e s  u n d e r  ( g ) ( 5 ) (B) [ ( g ) ( 9 ) ( B ) ]  of  t h i s  s e c t i o n  - 50 p e r c e n t .

* Sec. 11. A S  3 7 . 1 3 . 1 2 0 ( j )  is a m e n d e d  to read:

(j) T he a s s e t s  of 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  n o t  be u s e d  

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

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

t h a n  f i v e  year s .

*  Sec. 12. A S  3 7 . 1 3 . 1 2 0 ( k )  is a m e n d e d  to read:

(k) T he b o a r d  s h a l l  e s t a b l i s h  a n d  f r o m  t i m e  to t i m e  as 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  the i n v e s t m e n t  of t h e  a s s e t s  of  t h e  f u n d
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[ C O R P O R A T I O N ]  . B e f o r e  a d o p t i o n  of a n y  g u i d e l i n e s  the g u i d e l i n e s  sh#>.ll 

b e  r e p o r t e d  to the L e g i s l a t i v e  B u d g e t  and A u d i t  C o m m i t t e e  for r e v i e w  

a n d  comment.

*  Sec. 13. A S  3 7 . 1 3 . 1 2 0 ( 1 )  is a m e n d e d  to read:

(1) T h e  b o a r d  s h a l l  i n v e s t  t he a s s e t s  of the f u n d  [ C O R P O R A T I O N ]

i n  i n - s t a t e  i n v e s t m e n t s  to t he e x t e n t  i n - s t a t e  i n v e s t m e n t s  are a v a i l­

ab l e  if t h e  i n - s t a t e  i n v e s t m e n t s

(1) h a v e  a r i s k  l e vel 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  to 

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

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

(g) of t h i s  section.

*  Sec. 14. A S  3 7 . 1 3 . 1 2 0 (ra) is a m e n d e d  to read:

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

a r e  not of 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  at

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  by  a p l e d g e  as c o l l a t e r a l  

of

(1) i n v e s t m e n t s  a u t h o r i z e d  fo 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)(1), (2), (4), o r  (8) - (10) [(8), O R  (12) - (17)] of  this 

section^.

(2) [OR B Y  A  P L E D G E  A S  C O L L A T E R A L  OF] o b l i g a t i o n s  of  the 

s t a t e  o r  i n s t r u m e n t a l i t i e s  of t he s t a t e  t h a t  are r a t e d  at l e ast " A" b y  

a m a j o r  b o n d  r a t i n g  s e r v i c e  a n d  h a v e  a d e m o n s t r a t e d  s e c o n d a r y  m a r k e t ,  

w h i c h  i n v e s t m e n t s  o r  o b l i g a t i o n s  h a v e  v a l u e  at l e ast e q u a l  to t h e  f ace 

v a l u e  of  the c e r t i f i c a t e  of  d e p o s i t ^

(3) the g u a r a n t e e d  p o r t i o n  of 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  loans;

(4) the p o r t i o n  of f i rst lie n  r e a l  e s t a t e  mortRay.es g u a r a n­

t e e d  by t h e  f e d e r a l  V e c e r a n s  A d m i n i s t r a t i o n ;  or

(5) 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
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[ C O R P O R A T J O T ^ - ' Y o r t h e  l ast f i v e  f i s c a l  y. jrae-lu d i n g-

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  by  c o m p l e t e d  b u i l d i n g s  if t h e  o r i g i­

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

ga g e  u n t i l  m a t u r i t y . [TH 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  IN  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  IN  THI S  S U B S E C T I O N . ]

* Sec. 15. 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  a n e w  s u b s e c t i o n  to read:

(n) The 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  of  c o l l a t e r a l  i n  o r d e r  to 

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  of t h e  r e q u i r e m e n t s  set out i n  (m) of 

t hi s  section.

* Sec. 16. AS 3 7 . 1 3 . 1 4 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 1 4 0 .  I N C O M E .  N et i n c o m e  of t he f u n d  i n c l u d e s "  i n c o m e

0

" X

of the e a r n i n g s  r e s e r v e  a c c o u n t  e s t a b l i s h e d  u n d e r  AS  3 7 . 1 3 .a 45. Ne t

i n c o m e  [ C O R P O R A T I O N ]  s h a l l  b e  c o m p u t e d  a n n u a l l y  as of t\f{ l a s t  d a y  of 

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

p r i n c i p l e s ,  e x c l u d i n g  a n y  u n r e a l i z e d  g a i n s  or  losses. I n c o m e  a v a i l  

ablf* f o r  d i s t r i b u t i o n  e q u a l s  21 p e r c e t ^ o f  t h e ^ n e t  i n c o m e  o f  the f u n d

]ie f i s c a l  

RPORATIO:5^e€r jus t  e n ded, o r  fBUT  M ^ y N O T  E X C E E D  N E T  I N C O M E  O F  TH E  

F O R  T H E  FISCA£r""YEAR J U S T  E N D E D  P L U S J ^  t h e  b a l a n c e t h e  earnini/s 

^reserve ^fccou r̂ £ T * w h i c h e v e r  is l essI|[^ESCRT5ED I N  AS  3 7 . 1 3 . 1 4 5 ]

* Sec. 17.( AS 3 7 . 1 3 . 1 4 5  i\ repeaJ^tT a n d  r e e n a c t e d  to r e a d

S e c . \ i 7 . 1 3 . 1 4 5 ^ - - B T S ^ O S I T I O N  O F  I N C O M E .  (a) T h e  e a r n i n g s  r e ­

s e r v e  a c c o u n t  is e s t a b l i s h e d  as a  s e p a r a t e  a c c o u n t  in  t h e  fund. 

I n c o m e  f r o m  t h e  f u n d  s h a l l  je d e p o s i t e d  b y  the c o r p o r a t i o n  i n t o  the 

a c c o u n t  as s o o n  as it is r e c e i v e d .  M o n e y  in the a c c o u n t  s h a l l  be  

i n v e s t e d  in i n v e s t m e n t s  M i t h o r i z e d  u n d e r  A S  3 7 . 1 3 . 1 2 0 .

(b) At t h e  e n d  e a c h  f i s c a l  y e a r ,  the c o r p o r a t i o n  s h a l l  t r a n s­

fer  f r o m  the earnj^igs r e s e r v e  a c c o u n t  to the d i v i d e n d  f u n d  50  p e r c e n t  

o f  the i n c o m e  b a i l a b l e  f o r  d i s t r i b u t i o n  u n d e r  A S  3 7 . 1 3 . 1 4 0 .  H o w e v e r ,
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income e a r n e d  o n  m o n e y  a w a r d e d  a f t e r  t r ial in S t a t e  v. A m e r a d a  H e s s ,
X*

et al., 1 J U - 7 7 - 8 4 7  Civ. ( S u p e r i o r  Court, F i r s t  J u d i c i a l  D i s t r i c t )  

shall b e  t r e a t e d  i n  th e  same m a n n e r  as otb*»r i n c o m e  of t h e  p e r m a n e n t  

fund, e x c e p t  t hat it is not a v a i l a b l e  for d i s t r i b u t i o n  to  t he d i v i d e n d  

fund, a n d  s h a l l  be  a n n u a l l y  d e p o s i t e d  into the p r i n c i p a l  o f  the p e r m a­

nent fund.

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

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

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

f
(c) A f t e r  the t r a n s f e r  u n d e r  (b) of t h i s  s e c t i o n ,  an a m o u n t  ^

equal to t h e  p r i n c i p a l  o f  the p e r m a n e n t  fund at t he e n d  o f  the f i s c a l  ^

u  <
il 
h

p r i n c i p a l  of  t he f u n d  to o f f s e t  t he e f fect of i n f l a t i o n .  T h e  in- j

<
J

(1) c o m p u t i n g  the a v e r a g e  of the m o n t h l y  U n i t e d  S t a t e s  "f-

C o n s u m e r  P r i c e  I n d e x  f o r  all u r b a n  co n s u m e r s  f o r  e a c h  o f  t he t wo

p r e v i o u s  c a l e n d a r  y e a r s ; a n d  —
t

(2) c o m p u t i n g  the p e r c e n t a g e  chan g e  b e t w e e n  t h e  f i r s t  a n d  J

s e c o n d  c a l e n d a r  y e a r  a v e rage. ^
0

(d) I f  t he a m o u n t  in  t he e a r n i n g s  r e s e r v e  a c c o u n t  is n ot s u f f i -  3
V,

cient to f u l l y  fund the t r a n s f e r  u n d e r  (c) of t h i s  s e c t i o n ,  the a m o u n t  

of the d e f i c i e n c y ,  t o g e t h e r  w i t h  a n  a m ount to o f f s e t  t h e  e f f e c t  o f  ^

i n f l a t i o n  o n  tha t  d e f i c i e n c y ,  s h a l l  be t r a n s f e r r e d  to t he p r i n c i p a l  of  ^

the p e r m a n e n t  fun d  d u r i n g  the n e x t  o r  a s u b s e q u e n t  f i s c a l  y e a r  f r o m  ^

the a c c o u n t  a f t e r  t he t r a n s f e r  u n d e r  (b) of t h i s  s e c t i o n  f o r  t h a t  .

f i s c a l  y e a r  is made. ^  ^

* Sec. 18. A S  3 7 . 1 3 . 1 5 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 1 5 0 .  C O R P O R A T I O N  B U D G E T .  T he r e v e n u e  g e n e r a t e d  b y

the f u n d 's [ C O R P O R A T I O N ' S ]  i n v e s t m e n t s  m u s t  b e  i d e n t i f i e d  as t h e  

source o f  t h e  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 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  AS  3 7 . 0 7  (E x e c u t i v e  B u d g e t  A c t ) .  T h e
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u n e x p e n d e d  b a l a n c e  o f  t he 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 oes 

n o t  l a p s e  at the e n d  of  the f i s c a l  y e a r  b u t  s h all be  t r e a t e d  as i n c o m e  

u n d e r  AS  37 . 1 3 . 1 4 0 .

* Sec. 19. A S  3 7 . 1 3 . 1 6 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 1 6 0 .  A U D I T S .  T h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m­

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

p e r f o r m a n c e  e v a l u a t i o n s  of t he f u n d 1s [ C O R P O R A T I O N ' S ]  i n v e s t m e n t s  a nd 

i n v e s t m e n t  pr o g r a m s .

* Sec. 20. A S  3 7 . 1 3 . 1 7 0  is a m e n d e d  to read:

Sec. 37 . 1 3 . 1 7 0 .  R E P O R T S  A N D  P U B L I C A T I O N S .  By S e p t e m b e r  30 of 

e a c h  y e ar, the b o a r d  s h a l l  p u b l i s h  a r e p o r t  of the fund [ C O R P O R A T I O N ]  

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

r e p o r t  s h a l l  be w r i t t e n  in  e a s i l y  u n d e r s t a n d a b l e  language. T h e  r e p o r t  

m u s t  i n c l u d e  f i n a n c i a l  s t a t e m e n t s  a u d i t e d  by  i n d e p e n d e n t  o u t s i d e  

a u d i t o r s ,  a s t a t e m e n t  o f  the a m o u n t  of m o n e y  r e c e i v e d  by t h e  [ A L A S K A  

P E R M A N E N T ]  fund f r o m  e a c h  i n v e s t m e n t  d u r i n g  the p e r i o d  c o v e r e d ,  a 

s t a t e m e n t  of  i n v e s t m e n t s  of  t he f u n d  [ C O R P O R A T I O N ]  i n c l u d i n g  a n  a p­

p r a i s a l  at market v a l u e ,  a d e s c r i p t i o n  o f  f u n d  [ C O R P O R A T I O N ]  i n v e s t­

me n t  a c t i v i t y  d u r i n g  t he p e r i o d  c o v e r e d  b y  t h e  report, a c o m p a r i s o n  of  

the f u n d  [ C O R P O R A T I O N ]  p e r f o r m a n c e  w i t h  t he i n t e n d e d  g o a l s  c o n t a i n e d  

i n  AS  3 7 . 1 3.020, a n  e x a m i n a t i o n  of the i m p a c t  of the i n v e s t m e n t  c r i­

t e r i a  of  this c h a p t e r  o n  t he f u n d  [ C O R P O R A T I O N ]  p o r t f o l i o  w i t h  r e c o m­

m e n d a t i o n s  of any n e e d e d  c h a n g e s ,  a n d  a n y  o t h e r  i n f o r m a t i o n  t h e  b o a r d  

b e l i e v e s  w o u l d  be o f  i n t e r e s t  to t he g o v e r n o r ,  the l e g i s l a t u r e ,  an d  

t he p u b l i c .  The a n n u a l  i n c o m e  s t a t e m e n t  a n d  b a l a n c e  s h e e t  o f  t h e  f u n d  

[ C O R P O R A T I O N ]  s h a l l  b e  p u b l i s h e d  i n  at l e a s t  one n e w s p a p e r  i n  e a c h  

j u d i c i a l  district. T h e  i n c o m e  s t a t e m e n t  t n d  b a l a n c e  sheet f o r  t h e  two 

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

A S  1 5 .58 s h all be i n c l u d e d  in t h a t  p a m p h l e t .
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* Sec. 21. A S  3 7 . 1 3 . 1 8 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 1 8 0 .  T A X  E X E M P T I O N .  T h e  c o r p o r a t i o n  a nd t he f u n d

are [IS] e x e m p t  f r o m  all t a x e s  a n d  a s s e s s m e n t s  i n  the state. A ll

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

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

in t h e  state.

* Sec. 2 2. A S  3 7 . 1 3 . 1 9 0  is a m e n d e d  to read:

S e c .  3 7 . 1 3 . 1 9 0 .  P O L I T I C A L  A C T I V I T I E S .  T h e  r e s o u r c e s  o f  t he

c o r p o r a t i o n  o r  t he funu' m a y  n o t  be u s e d  to f i n a n c e  o r  i n f l u e n c e  p o l i t ­

ical a c t i v i t i e s .

* Sec. 23. A S  3 7 . 1 3 . 2 1 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to r e a d :

(3) " f u n d "  m e a n s  t h e  A l a s k a  p e r m a n e n t  f u n d  e s t a b l i s h e d  

u n d e r  a r t .  IX, sec. 15, C o n s t i t u t i o n  of the S t a t e  of  A l a s k a .

*  Sec. 24. A S  4 3 . 2 3 . 0 2 5 ( a )  is a m e n d e d  to  read:

(a) B y  O c t o b e r  1 of e a c h  y e a r  t h e  c o m m i s s i o n e r  s h a l l  g i v e  p u b l i c  

n oti c e  of  t h e  v a l u e  of e a c h  p e r m a n e n t  f u n d  d i v i d e n d  f o r  t hat y e a r .  

Th e  p u b l i c  n o t i c e  s h a l l  c o n t a i n  a s t a t e m e n t  d i s c l o s i n g  t he a m o u n t  b y  

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

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

A S  4 3 . 2 3 . 0 7 5 .  T h e  c o m m i s s i o n e r  s h a l l  a l s o  i n c l u d e  t h e  s t a t e m e n t  o n  t h e  

s t u b  a t t a c h e d  to e a c h  i n d i v i d u a l  d i v i d e n d  check. T h e  c o m m i s s i o n e r  

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

(1) d e t e r m i n i n g  t he t o t a l  a m o u n t  a v a i l a b l e  f o r  'ividend 

p a y m e n t s , w h i c h  e q u a l s

(A) the a m o u n t  of i n c o m e  of  the A l a s k a  p e r m a n e n t  f u n d  

t r a n s f e r r e d  to th e  d i v i d e n d  f u n d  u n d e r  AS  3 7 . 1 3 . 1 4 5 ( b )  [AS 43.- 

2 3 . 0 4 5 ( b ) ]  d u r i n g  t h e  c u r r e n t  y e a r ;

(B) p l u s  t he u n e x p e n d e d  a n d  u n o b l i g a t e d  b a l a n c e s  of 

p r i o r  f i s c a l  y e a r  a p p r o p r i a t i o n s  that lapse i nto t h e  d i v i d e n d
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f u n d  u n d e r  AS  4 3 . 2 3 . 0 4 5 ( d ) ;

(C) less the a m o u n t  n e c e s s a r y  to p a y  d i v i d e n d s  f r o m

the d i v i d e n d  f u n d  i n  t he c u r r e n t  y e a r  u n d e r  A S  4 3 . 2 3 . 0 5 5 ( 3 ) ;

(D) less t he a m o u n t  n e c e s s a r y  to  pa y  d i v i d e n d s  f r o m

the d i v i d e n d  f u n d  d u e  to e l i g i b l e  a p p l i c a n t s  who, as d e t e r m i n e d  

b y  t h e  d e p a r t m e n t ,  f i l e d  f o r  a p r e v i o u s  y e a r ' s  d i v i d e n d  b y  the 

f i l i n g  d e a d l i n e  b u t  w h o  w e r e  n o t  i n c l u d e d  i n  a p r e v i o u s  y e a r ' s  

d i v i d e n d  c o m p u t a t i o n ;

(2) d e t e r m i n i n g  t he n u m b e r  of i n d i v i d u a l s  e l i g i b l e  to 

r e c e i v e  a d i v i d e n d  p a y m e n t  f o r  t h e  c u r r e n t  y e ar; a nd

(3) d i v i d i n g  t h e  a m o u n t  d e t e r m i n e d  u n d e r  (1) of  this s e c­

t i o n  b y  t h e  a m o u n t  d e t e r m i n e d  u n d e r  (2) of this section.

* Sec. 25. A S  4 3 . 2 3 . 0 4 5 ( b )  is r e p e a l e d .

* Sec. 26. N o t w i t h s t a n d i n g  A S  3 7 . 1 3 . 0 6 0 ,  as a m e n d e d  in  sec. 4 of t his

Act ,  t he m e m b e r s  o f  the b o a r d  o f  t he A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n  in

o f f i c e  o n  t he e f f e c t i v e  d a t e  o f  thi s  A c t  s e r v e  o n l y  t h e  p e r i o d  o f  the t e r m

of  o f f i c e  to w h i c h  t h e y  w e r e  a p p o i n t e d .

* Sec. 27. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1990.
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? t a r c h  2 3 ,  1 9 9 0

H o n o r a b l e  H .  A.  " R e d *  B o u c h e r  

C h a i r m a n ,  H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  

P . O .  B o x  V  

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  B o u c h e r :

I  a m  w r i t i n g  r e g a r d i n g  t h e  P e r m a n e n t  F u n d  b i l l  w h i c h  y o u  

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

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  e n a b l i n g )  a c t ,  A S  

3 7 . 1 3 .

A t  o u r  B o a r d  m o o t i n g  o f  M a r ^ - h  2 1 ,  t h e  T r u s t e e s  r e v i e w e d  a  

d r a f t  o f  t h e  l e g i s l a t i o n  a n o  t h e  f o l l o w i n g  m o t i o n  w a s  

a d o p t e d  b y  a  v o t e  o f  A. t o  1 :

* I t  i s  r e s o l v e d  t h a t  t h e  B o a r i  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  a g r e e s  w i t h  t h e  t e c h n i c a l  c h a n g e s  

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

p o l i c y  c h a n g e s ,  a n d  d i r e c t s  C o r p o r a t i o n  s t a f f  t o  w o r k  w i t h -  

t b e  C o m m i t t e e  a n d  a s s i s t  t h e  m e m b e r s  i n  t h e i r  e f f o r t s  t o  

a d v a n c e  t h e  l e g i s l a t i o n .  I n  a d d i t i o n ,  s t a f f  i s  d i r e c t e d  t o  

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

o f  t h i s  b i l l  a n d  a n y  s u b s t a n t i v e  c h a n g e s . *

R e d ,  l e t  m o  m o k e  c l e a r  t h e  B o a r d ’s  p o s i t i o n :

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

t h e  r e c o m m e n d a t i o n s  o f  t h e  C o m m i s s i o n  o n  t h e  F u t u r e  o f  t h e  • 

P e r m a n e n t  F u n d .  W e  s u p p o r t e d  t h e  p r o c e s s  t h a t  t h e  

C o m m i s s i o n  u s e d  t o  c o m e  u p  w i t h  t h e i r  r e c o m m e n d a t i o n s ,  a n d  

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

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

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

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

p r o p o s e d .  A l t h o u g h  i n  o u r  v i e w ,  p a s t  C o r p o r a t i o n  p r a c t i c e s  

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

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

m a k e  t h a t  c o n f o r m i t y  p e r f e c t l y  c l e a r .



R e p r e s e n t a t i v e  B o u c h e r  

M a r c h  2 3 ,  1 9 9 0  

P a g e  2

T h i r d ,  r e g a r d i n g  t h e  p o l i c y  c h a n g e s ,  t h e r e  o r e  t h r e e  

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

c o l l e a g u e s  o n  t h e  B o a r d :

1 )  t h e  B o a r d  s u p p o r t s  " c u m u l a t i v e "  i n f l a t i o n - p r o o f i n g  

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

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

t e r m ;

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

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

t h e  B o a r d ’s  c u r r e n t  a s s e t  a l l o c a t i o n  o r  i t s  i n v e s t m e n t  

p o l i c i e s ;  a n d  -=,-

3 )  t h e  B o a r d  n e i t h e r  s u p p o r t s  n o r  o p p o s e s  t h e  e x t e n s i o n  

o f  t h e  t e r m s  o f  B o a r d  m e m b e r s  f r o m  f o u r  y e a r s  t o  s i x  y e a r s .

W e  w o u l d  b e  p l e a s e d  t o  p r o v i d e  a d d i t i o n a l ' '  t e s t i m o n y  a s  

r e q u e s t e d .

W i t h  w a r m  r e g a r d s .

3c.... . _ .. _ w
C h a i r m a n ,

B o a r d  o f  T r u s t e e s

c c :  M e m b e r s  o f  t h e  B o a r d
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’A n  Act: r e l a t i n g  t o  t h e  p e r m a n e n t  f u n d ,  t h e  A l a s k a  P e r m a n e n t  

F u n d  C o r p o r a t i o n *  a n d  d i s p o s i t i o n  o f  i n c o m e  f r o « *  t h e  

p e r m a n e n t  T u r > d ;  a n d  p r o v i d i n g  f o r  o n  e f f e c t i v e  d a t e .  ’

S e c t i o n  1 : T E C H N I C A L  —  R e p l a c e s  [ 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 !  w i t h  f u n d . I n  t h i s  c o s e  ( a n d  i n  

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

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

c J L a r i f y  uhafc w a s  I n t e n d e d  w h e n  t h e  A l a s k a  

P e r m a n e n t  F u n d  C o r p o r a t i o n  A c t  w a s  o r i g i n a l l y  

e n a c t e d  I n  1 9 8 0 .  S p e c i f i c a l l y ,  t h e  c h a n g e  

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

" A l a s k a  P e r m a n e n t  F u n d "  w h i c h  c o m p r i s e s  

a s s e t s  o w n e d  b y  t h e  S t a t e  o f  A l a s k a ,  a n d  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 "  w h i c h  I s  

t h e  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  c r e a t e d  t o  

m a n a g e  a n d  i n v e s t  t h o s e  a s s e t s .

S e c t i o n  2: 

S e c t i o n  3:

T E C H N I C A L  —  S e e  S e c t i o n  1.

T E C H N I C A L  —  R e c o g n i z e s  t h a t  t h e  p u r p o s e  o f  

t h e  c o r p o r a t i o n  i s  t o  m a n a g e  a n d  I n v e s t  t h e  

a s s e t s  o f  t h e  p e r m a n e n t  f u n d  " a n d  o t h e r  f u n d s  

d e s i g n a t e d  b y  l a w " ; f o r  e x a m p l e ,  t h e  S c i e n c e  

a n d  T e c h n o l o g y  F u n d ,

S e c t i o n  4.: P O L I C Y  — * E x t e n d s  t h e  t e r m  o f  o f f i c e  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  f r o m  [ F O U R ]  y e a r s  

t o  s i x  y e a r s .

S e c t i o n 5: T E C H N I C A L  —  S e e S e c t i o n 1.

S e c t i o n 6 : T E C H N I C A L  —  S e e S e c t i o n 1.

S e c t i o n 7 : T E C H N I C A L  --- S e e S e c t i o n 1.

S e c t i o n 8 : T E C H N I C A L  —  S e e S e c t i o n 1.

S e c t i o n  9 : T E C H N I C A L  —  ( l )  S e e  S e c t i o n  1. (2) R e p l a c e s

a  s u b - s e c t i o n  r e l a t i n g  t o  e q u i t y  r e a l  e s t a t e  

i n v e s t m e n t  w h i c h  h a d  l i t t l e  r e a l  m e a n i n g  w i t h
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S e c t i o n a l  A n a l y s i s  

M a r c h  2 3 ,  1 9 9 0  

P a g e  2

S e c t i o n  I D ;

l a n g u a g e  w h i c h  c l e a r l y  s p e l l s  o u t  c u r r e n t  

C o r p o r a t i o n  p o l i c y .

P O L I C Y  —  ( 1 )  R e m o v e s  f r o m  t h e  F u n d ' s  l i s t  o f  

a u t h o r i z e d  i n v e s t m e n t s  t h o s e  i n v e s t m e n t s  

w h i c h  a r e  n o t  c o n s i d e r e d  b y  t h e  C o r p o r a t i o n  

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

n e v e r  b e e n  m a d e  b y  t h e  C o r p o r a t i o n .  T h e s e  

i n c l u d e :  C e r t i f i c a t e s  o f  D e p o s i t  i s s u e d  b y  

A l a s k a  S a v i n g s  &  L o a n  A s s o c i a t i o n s ,  M u t u a l  

S a v i n g s  B a n k s  a n d  C r e d i t  U n i o n s  f o r  w h i c h  a  

r e a d i l y — a v a i l a b l e  s e c o n d a r y  m a r k e t  e x i s t s ; -  

t h ©  g u a r a n t e e d  p o r t i o n s  o f  S m a l l  B u s i n e s s  

A d m i n i s t r a t i o n  ( S B A )  a n d  V e t e r a n s  

A d m i n i s t r a t i o n  C V A )  l o a n s ;  a n d  c o m m e r c i a l  

m o r t g a g e s .

( 2 )  A d d s  t a x a b l e  m u n i c i p a l  o r  s t a t e  d e b t  

s e c u r i t i e s  t h a t  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  t o  t h e  

l i s t  o f  a u t h o r i z e d  I n v e s t m e n t s .

T E C H N I C A L  —  ( 1 )  S e e  S e c t i o n  1. C2)

C o n f o r m i n g  a m e n d m e n t s .

t
P O L I C Y  —  W o u l d  p r o h i b i t  t h e  C o r p o r a t i o n  f r o m  

m a k i n g  a n y  m o r e  A l a s k a  h o m e  m o r t g a g e s .  T h e  

B o a r d ' s  c u r r e n t  i n v e s t m e n t  p o l i c y  a l r e a d y  

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

I n v e s t m e n t .

S e c t i o n  11: 

S e c t i o n  12: 

S e c t i o n  13 ; 

S e c t i o n  14.:

T E C H N I C A L  —  S e e  S e c t i o n  1 .

T E C H N I C A L  —  S e e  S e c t i o n  1.

T E C H N I C A L  —  S e e  S e c t i o n  1.

T E C H N I C A L  —  ( 1 )  S e e  S e c t i o n  1. (2)

C o n f o r m i n g  a m e n d m e n t s .  ( 3 )  C l a r i f i e s  t h a t  

t h e  I n v e s t m e n t s  w h i c h  a r e  r e m o v e d  f r o m  t h e  

a u t h o r i z e d  l i s t  i n  S e c t i o n  9  a b o v e  m a y  s t i l l  

b e  u s e d  o s  c o l l a t e r a l  u n d e r  t h e  A l a s k a  B a n k  

C e r t i f i c a t e  o f  D e p o s i t  p r o g r a m .

S e c t i o n  1 5 : TE C H N IC A L —  C o n f o r m i n g  a m e n d m e n t .
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S e c t i o n a l  A n a l y s i s  

M a r c h  2 3 ,  1 9 9 0  

P a g o  3

S e c t i o n  1 6 :  T E C H N I C A L  —  (1) S e e  S e c t i o n  1. (2 )

C l a r i f i e s  t h a t  i n c o m e  o f  t h e  F u n d  I n c l u d e s  

i n c o m e  o f  t h e  e a r n i n g s  r e s e r v e  a c c o u n t  a s  

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

S e c t i o n  1 7 :  T E C H N I C A L  —  R e w r i t e s  A S  3 7 . 1 3 . 1 4 5 :  ( 1 )  t o

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

C o r p o r a t i o n  p r a c t i c e  r e g a r d i n g  t h e  a n n u a l  

d i s p o s i t i o n  o f  F u n d  i n c o m e ;  ( 2 )  t o  b r i n g  

( w i t h o u t  s u b s t a n t i v e  c h a n g e )  t h e  s e c t i o n  o f  

l a w  a d d r e s s i n g  t h e .a n n u a l  P e r m a n e n t  F u n d  

D i v i d e n d  t r a n s f e r  f r o m  A S  4 3 . 2 3  I n t o  A S  

3 7 . 1 3 ;  ( 3 )  t o  s p e l l  o u t  t h e  p r o c e d u r e  u s e d  b y  

t h e  C o r p o r a t i o n  i n  t h e  a n n u a l  I n f l a t i o n -  

p r o o f i n g  t r a n s f e r .

P O L I C Y  —  ( 1 )  P r o v i d e s  t h a t  t h e  a n n u a l  

I n f l a t i o n - p r o o f I n g  t r a n s f e r  s h a l l  b o  m a d e  

f r o m  t h e  e a r n i n g s  r e s e r v e  a c c o u n t  r a t h e r  t h a n  

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

e x i s t i n g  l a w .

( 2 )  A d d s  a  n e w  s e c t i o n  p r o v i d i n g  " c u m u l a t i v e "  

i n f l a t i o n - p r o o f i n g .  U n d e r  t h i s  p r o v i s i o n ,  i f  

t h e r e  i s  a  s h o r t f a l l  i n  i n f l a t i o n - p r o o f i n g  i n  

a n y  o n e  y e a r ,  a t  t h e  e n d  o f  t h e  n e x t  o r  

s u b s e g u o n t  y e a r ,  —  a f t e r  p r o v i d i n g  f o r  t h a t  

y e a r ' s  d i v i d e n d  a n d  i n f l a t i o n - p r o o f i n g  

t r a n s f e r s  —  t h e  C o r p o r a t i o n  s h a l l  t r a n s f e r  

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

r e s e r v e  a c c o u n t ,  t h e  a m o u n t  n e c e s s a r y  t o  

f u l l y  o f f s e t  t h e  e f f e c t  o f  i n f l a t i o n  o n  F u n d  

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

S e c t i o n 13: T E C H N I C A L  —  S e e S e c t i o n 1 .
S e c t i o n 19: T E C H N I C A L  --- S e © S e c t i o n 1 .

S e c t i o n 20: T E C H N I C A L  —  S e e S e c t i o n 1 .

S e c t i o n 21: T E C H N I C A L  --- S e e S e c t i o n 1 .

S e c t i o n 22: T E C H N I C A L  —  S e e S e c t i o n 1 .
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S e c t i o n a l  A n a l y s i s  

M a r c h  2 3 ,  1 9 9 0  

P a g e  4

S e c t i o n  2 3  

S e c t i o n  2 4  

S e c t i o n  2 5  

S e c t i o n  2 6

S e c t i o n  2 7 :

T E C H N I C A L  —  C o n f o r m i n g  a m e n d m e n t .

T E C H N I C A L  —  C o n f o r m i n g  a m e n d m e n t .

T E C H N I C A L  —  C o n f o r m i n g  a m e n d m e n t .

T E C H N I C A L  —  P r o v i d e s  t r a n s i t i o n a l  l a n g u a g e  

f o r  t h e  c h a n g e  i n  B o a r d  m e m b e r s *  t e r m s .

E F F E C T I V E  D A T E  —  J u l y  1, 1 9 9 0 .

—  P r e p a r e d  b y  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 .
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House of Representatives 
C o m m it t e e  o n  St a t e  Aff a ir s

A l a s k a  S t a t e  L e g i s l a t u r e

M E M O R A N D U M

TO: H o u s e  State A f f a i r s  C o m m i t t e e  M e m b e r s

FROM: R e p r e s e n t a t i v e  H.A. "Red" Boucher, C ha ir
H o u s e  St at e  A f f a i r s

DATE: M a r c h  26, 1990

RE: D r a f t  Legislation: St at e A f f a i r s

I w o u l d  like t h e  H o u s e  State A f f a i r s  C o m m i t t e e  to s p o n s o r  t h e  
a t t a c h e d  d r a f t  legislation.

You s h o ul d n o t e  this l e g i s l a t i o n  is t he r e s u l t  of e x t e n s i v e  
r e s ea rc h  b y  a w o r k i n g  g ro up  w h i c h  i n c l u d e d  staff f r o m  the 
P e r m an e nt  F u n d  Corporation, D e p a r t m e n t  of Revenue, and the 
O ff ic e of M a n a g e m e n t  and  Budget. A  n u m b e r  of i n d i v i d u a l s  a n d  
a ge nc ie s s u c h  L e g i s l a t i v e  R e s e a r c h  p r o v i d e d  a s s i s t a n c e  as 
well.

I w o u l d  like to h a v e  t h e  a t t a c h e d  l e g i s l a t i o n  i n t r o d u c e d  b y  
M a r c h  26th, a n d  w o u l d  a p p r e c i a t e  y o u r  support.

T h a n k  you.

Room 102 Capitol Building, P.O. Box V, Juneau, Alaska 99811 (907) 465-4931




