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FISCAL NOTE ill Version: ,S./EZ

(S> Publish Date:
STATE OF ALASKA

1991 LEGISLATIVE SESSION

Revision Date: Department Affected: community a Regional Affairs

mlitle:  “an Act relating to investment BRU:

pools for public ent.ities. ." Componen’[:
Sponsor: Senate C&RA Committee

Requestor: COMPONENT SERIAL mo.

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 9 FY 97

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- 0-

CAPITAL

REVENUE
‘FUNDING: (Thousands of Dollars)

GENERAL FUND -0-. -0- -0- -0- -0- -0-

FEDERAL FUNDS
OTHER

TOTAL -0- -0- -0- -0- -0- -0-

POSITIONS:

FULL-TIME 0- 0- . -0 0- 0- 0-

PART-TIME
TEMPORARY ' '

Estimate of current year imoact;
ANALYSIS. (Attacha" ¢ -p ;

have no fiscal impact. This

fiscal note is appropriate. fiscal note is.

IM 1/

date Comte Aide (initial)

date Comte Aide (initial)

Prepared By: 465-4708

Division:

Approved by Commissioner:

Ag@ﬁ@y" Community & RecrTonal
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
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FtSCAL NOTE No.

STATE OF ALASKA

1991 LEGISLATIVE SESSION Bill Version: S P\ [ jx.

(S) Publish Date: J iL/ ? 1/
Revision Date: March 20. 1991 Department |

Title: Investment pools for public entities. BRU: Treasur/

Component:
Sponsor: Senate and House Community & Regional Affairs

Requestor: Component Serial No.

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES

GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Onanges in CS 36) ft2 (C.&)

Changes in dSS 2 have no fiscal impact. This
have no fiscal impact:. This = fiscal note is/appropriate.

ANALYSIS: See attached analy fiscal note is appropriate. V entto/u

Th ”L Cd\]L r Comtek’Aide (initial)

Comce Aide (initial’

Estimate of current year impact:

Prepared by: Brian C. Andrews Q k Phone:  465-2350

Division: Treasury Date: March 20. 1991

Approved by Commissioner:

Agency: Revenue

D stribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
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Amendments proposed:

Section 37.25.050 (b) of Senate B ill 182 and House B ill 199
should be modified to include within the definition of "public
entity" the State of Alaska as well as a subdivision of the
State,, including a municipality, school district, regional
educational attendance area or service area within the
unorganized borough; or an organization composed of public
entities. The expanded definitions would allow the General

Investment Fund of the State to be a participant in the
investment pool.

The Department of Revenue believes that the formation of an
investment pool for money market securities within the Division
of Treasury would offer the following benefits.

1. Use of Treasury's expertise in investment and cash
management m atters.

2. Treasury's existing arrangements for custodial services
can accommodate a participant investment pool.

Treasury has already established cash concentration
procedure- w ithin banks located in Alaska which could
be used by public entities to transfer funds to the
investment pool.

Use of Treasury's existing ACH electronic funds
transfer capabilities which accomodates movement of
deposits and withdrawals to and from the bank accounts
of the participants.

5. Inclusion of the General Investment Fund as a
participant would assure the investment pool's
objectives of enhanced yields, Iliquidity and

preservation and safety of capital.

Probable overall lower cost benefits to all
participants.

Treasury would anticipate the following annual costs if it was
charged with the responsibility of establishing and managing an
investment pool of an assumed size of $500 million.
Personal 1 FTP Cash mgt position $ 50,000
1/2 FTP Investment officer 40,000
1 FTP Accountant 50, r»»>
Contractual Custodial fees 0O 5 bps* 250,000
I"bps", or "basis points", is the standard of measurements
of less than one per cent. One bps equals one percent of one

percent.



Equipment/

External audit 25,000

Communications, computer
software and equipment
enhancements 75,000

$490,000

represents a cost of 0.00098 (9.8 bps) of the $500

million poo total. For example, an 8.0 per cent gross

will net to 7.9 per cent after Treasury's toral

only variable cost is custodial fees which would

Supplies

Total
$490,000
investment return'
expenses. The

increase sligh

pool.

Because

tly
of

expenses on Qgross

pools

greater

than

by additional asset amounts to the investment
scales of economy, the impact of Treasury's
earnings would be reduced further by investment
$500 m illion.
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CS FOR SENATE BILL NO. 182 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offered: 4/10/91
Referred: Rules

Sponsor(s): SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

A BILL

FOR AN ACT ENTITLED

"An Act relating to investment pools for public entities; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.25 is amended by adding a new section to read:

Sec. 37.25.050. INVESTMENT POOLS FOR PUBLIC ENTITIES, (a) A public entity
may enter into agreements with other public entities regarding the formation and operation of
investment pools under which funds of the participating public entities are administered and
invested jointly. One or more public entities may form a nonprofit corporation for the purpose
of operating an investment pool. An agreement entered into under this section may provide for
the employment of staff and other matters necessary for the operation of the investment pool.
Each participating public entity is authorized to spend funds necessary for the operation of the
investment pool.

(b) The prudent investor rule shall be applied to investments made by investment pools

formed under this section. The prudent investor rule means that the investors shall exercise the

SB0182¢c -1 CSSB 182IFIN)
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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 to speculation but in regard to the permanent disposition of funds,
considering the probable safety of capital as well as probable income.

(c) For purposes of this section, "public entity” means a subdivision of the state,

including a municipality, school district, or regional educational attendance area; or an

organization composed of public entities.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).
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