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A m e n d m e n t s  p r o p o s e d :

S e c t i o n  3 7 . 2 5 . 0 5 0  ( b )  o f  S e n a t e  B i l l  1 8 2  a n d  H o u s e  B i l l  1 9 9  
s h o u l d  b e  m o d i f i e d  t o  i n c l u d e  w i t h i n  t h e  d e f i n i t i o n  o f  " p u b l i c  
e n t i t y "  t h e  S t a t e  o f  A l a s k a  a s  w e l l  a s  a  s u b d i v i s i o n  o f  t h e  
S t a t e , ,  i n c l u d i n g  a  m u n i c i p a l i t y ,  s c h o o l  d i s t r i c t ,  r e g i o n a l  
e d u c a t i o n a l  a t t e n d a n c e  a r e a  o r  s e r v i c e  a r e a  w i t h i n  t h e  
u n o r g a n i z e d  b o r o u g h ;  o r  a n  o r g a n i z a t i o n  c o m p o s e d  o f  p u b l i c  
e n t i t i e s .  T h e  e x p a n d e d  d e f i n i t i o n s  w o u l d  a l l o w  t h e  G e n e r a l  
I n v e s t m e n t  F u n d  o f  t h e  S t a t e  t o  b e  a  p a r t i c i p a n t  i n  t h e  
i n v e s t m e n t  p o o l .

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

1 .  U s e  o f  T r e a s u r y ' s  e x p e r t i s e  i n  i n v e s t m e n t  a n d  c a s h  
m a n a g e m e n t  m a t t e r s .

2 .  T r e a s u r y ' s  e x i s t i n g  a r r a n g e m e n t s  f o r  c u s t o d i a l  s e r v i c e s  
c a n  a c c o m m o d a t e  a  p a r t i c i p a n t  i n v e s t m e n t  p o o l .

T r e a s u r y  h a s  a l r e a d y  e s t a b l i s h e d  c a s h  c o n c e n t r a t i o n  
p r o c e d u r e -  w i t h i n  b a n k s  l o c a t e d  i n  A l a s k a  w h i c h  c o u l d  
b e  u s e d  b y  p u b l i c  e n t i t i e s  t o  t r a n s f e r  f u n d s  t o  t h e  
i n v e s t m e n t  p o o l .

U s e  o f  T r e a s u r y ' s  e x i s t i n g  A C H  e l e c t r o n i c  f u n d s  
t r a n s f e r  c a p a b i l i t i e s  w h i c h  a c c o m o d a t e s  m o v e m e n t  o f  
d e p o s i t s  a n d  w i t h d r a w a l s  t o  a n d  f r o m  t h e  b a n k  a c c o u n t s  
o f  t h e  p a r t i c i p a n t s .

5 .  I n c l u s i o n  o f  t h e  G e n e r a l  I n v e s t m e n t  F u n d  a s  a  
p a r t i c i p a n t  w o u l d  a s s u r e  t h e  i n v e s t m e n t  p o o l ' s  
o b j e c t i v e s  o f  e n h a n c e d  y i e l d s ,  l i q u i d i t y  a n d  
p r e s e r v a t i o n  a n d  s a f e t y  o f  c a p i t a l .

P r o b a b l e  o v e r a l l  l o w e r  c o s t  b e n e f i t s  t o  a l l  
p a r t i c i p a n t s .

T r e a s u r y  w o u l d  a n t i c i p a t e  t h e  f o l l o w i n g  a n n u a l  c o s t s  i f  i t  w a s  
c h a r g e d  w i t h  t h e  r e s p o n s i b i l i t y  o f  e s t a b l i s h i n g  a n d  m a n a g i n g  a n  
i n v e s t m e n t  p o o l  o f  a n  a s s u m e d  s i z e  o f  $ 5 0 0  m i l l i o n .

P e r s o n a l  1 F T P  C a s h  m g t  p o s i t i o n  $  5 0 , 0 0 0
1 / 2  F T P  I n v e s t m e n t  o f f i c e r  4 0 , 0 0 0
1 F T P  A c c o u n t a n t  5 0 ,  r »''»>

C o n t r a c t u a l  C u s t o d i a l  f e e s  0 5  b p s *  2 5 0 , 0 0 0

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



2 5 , 0 0 0

C o m m u n i c a t i o n s ,  c o m p u t e r  
s o f t w a r e  a n d  e q u i p m e n t
e n h a n c e m e n t s  7 5 , 0 0 0

$ 4 9 0 , 0 0 0

$ 4 9 0 , 0 0 0  r e p r e s e n t s  a  c o s t  o f  0 . 0 0 0 9 8  ( 9 . 8  b p s )  o f  t h e  $ 5 0 0  
m i l l i o n  p o o  t o t a l .  F o r  e x a m p l e ,  a n  8 . 0  p e r  c e n t  g r o s s  
i n v e s t m e n t  r e t u r n '  w i l l  n e t  t o  7 . 9  p e r  c e n t  a f t e r  T r e a s u r y ' s  t o r a l  
e x p e n s e s .  T h e  o n l y  v a r i a b l e  c o s t  i s  c u s t o d i a l  f e e s  w h i c h  w o u l d  
i n c r e a s e  s l i g h t l y  b y  a d d i t i o n a l  a s s e t  a m o u n t s  t o  t h e  i n v e s t m e n t  
p o o l .  B e c a u s e  o f  s c a l e s  o f  e c o n o m y ,  t h e  i m p a c t  o f  T r e a s u r y ' s  
e x p e n s e s  o n  g r o s s  e a r n i n g s  w o u l d  b e  r e d u c e d  f u r t h e r  b y  i n v e s t m e n t  
p o o l s  g r e a t e r  t h a n  $ 5 0 0  m i l l i o n .

E x t e r n a l  a u d i t

E q u i p m e n t /
S u p p l i e s

T o t a l

3 *  3



IN T H E  LEG ISLA TU RE O F TH E STA TE O F A LA SK A  

SEV EN TEEN TH  LEG ISLA TU RE - FIRST SESSIO N

BY T H E  SEN A TE F IN A N C E  C O M M IT T E E

Offered: 4/10/91
Referred: Rules

Sponsor(s): SENATE C O M M U N IT Y  AND R E G IO N A L  AFFAIRS C O M M IT T E E

A B IL L  

F O R  AN A C T  E N T IT L E D

1 "A n A ct re la tin g  to in v es tm en t pools for pub lic  en tities; a n d  p ro v id in g  fo r an  effective

2 d a te ."

3 B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A SK A :

CS  F O R  S E N A T E  BILL NO. 182 (FINANCE)

4 * S ection  1. A S 37.25 is am ended by adding a new section to read:

5 Sec. 37 .25.050. IN V E ST M E N T  PO OLS FO R  PU BLIC EN TIT IES , (a) A public entity

6 m ay enter into agreem ents w ith  o ther public entities regarding the form ation and operation o f

7 investm ent pools under w hich funds o f the participating public entities are adm inistered and

8 invested jo in tly . One o r m ore public entities may form  a nonprofit corporation for the purpose

9 o f  operating an investm ent pool. An agreem ent entered into under this section may provide for

10 the em ploym ent o f s ta ff  and o ther m atters necessary for the operation o f  the investm ent pool.

11 Each participating  public  entity  is authorized to spend funds necessary for the operation o f the

12 investm ent pool.

13 (b) The prudent investor rule shall be applied to investm ents m ade by investm ent pools

14 form ed under this section. T he prudent investor rule m eans that the investors shall exercise the

SB0182c - 1-
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judgm ent and care under the circum stances then p revailing  that an institutional investor o f 

ordinary prudence, d iscretion, and intelligence exercises in the m anagem ent o f  large investm ents 

entrusted to it not in regard to speculation but in regard to the perm anent d isposition o f  funds, 

considering the p robable  safety o f  capital as well as probable incom e.

(c) For purposes o f  this section, "public entity" m eans a subdivision o f the state, 

including a m unicipality , school district, o r regional educational attendance area; o r an 

organization com posed  o f  public  entities.

* Sec. 2. T h is A ct takes effect im m ediately under AS 01.10 .070(c).
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