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CS FO R  SE N A TE  B IL L  NO . 374 (C R A )

IN TH E LEG ISLA TU RE  O F  THE  STATE O F  A LA SKA  

SEVENTEENTH  LE G ISLA T U R E  - SECO ND  SESS IO N  

B Y  T H E  S E N A T E  C O M M U N I T Y  A N D  R E G I O N A L  AFFAIRS C O M M I T T E E

Offered:

Referred:

Sponsor(s): S E N A T E  R U L E S  C O M M I T T E E  B Y  R E Q U E S T  O F  T H E  G O V E R N O R

A B IL L

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

"A n  Act re la ting  to investment poo ls fo r  pub lic  entities; and p rov id in g  fo r  an e ffective

da te ."

B E  IT  E N A C T E D  B Y  T H E  L E G 'S L A T U R E  O F  T H E  ST A T E  O F  A L A S K A :

* Section 1. PU RPO SE . The purpose o f  this Act is to provide a means fo r certain public entities to 
secure the maximum  investment return consistent with the preservation o f  capital and liqu id ity by 
poo ling  money temporarily available fo r investment. The Act a llow s fo r  the establishment o f

(1 )  centralized investment through pooling o f  certain availab le money by participating 
public entities; and

(2 ) operational and investment criteria fo r investment pools in order to attain the 
maximum  investment return fo r the public entities’ money consistent with the preservation o f  capital and 
liqu ic . j .

* Sec. 2 . AS 29 .35  is amended by adding a new section to read:
Sec. 29 .3 5 .015 . IN V ESTM EN T  PO O LS . A municipality may invest money in 

investment pools fo r public entities as authorized under AS 37 .23  on ly i f  that municipality has
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1 obtained the consent o f  its governing body through an ordinance authorizing the participation.
2  * Sec. 3 . AS 37 is amended by adding a new chapter to read:
3  C H A PTER  23. IN V ESTM EN T  POOLS FO R  P U B L IC  EN T IT IES .
4 Sec. 37 .2 3 .010 . IN V ESTM EN T  PO O L PA RT IC IPA T IO N , (a ) Subject to this chapter.
5  a public entity may enter into an agreement with other public entities to fo rm  and manage an
6 investment poo l under which funds o f  the participating public entities are administered and
7 invested jo in t ly . A public entity, by itse lf o r with other public entities, may form  a nonprofit
8  corporation fo r  the purpose o f  managing an investment pool.
9 (b ) A public entity participating in an investment pool o r a nonprofit corporation form ed

10 under (a ) o f  this section may spend money reasonably necessary fo r the management o f  the poo l,
11 including the employment o f  staff. Income from  investments o f  the pool may be used fo r
12 management costs.
13 (c ) The registration requirements o f  AS 45 .55  do not app ly to an investment pool form ed
14 under this chapter o r to participating public entities with respect to activities o f  the pool.
15 Sec. 37 .2 3 .0 20 . A U T H O R IZ E D  IN V ESTM EN TS . An investment poo l may invest on ly
16 in securities that have a final maturity date within 13 months after the date o f  purchase.
17 Investments may on ly  include
18 (1 ) obligations o f  the United States and o f  an agency o r instrumentality o f  the
19 United States;
20  (2 ) repurchase and reverse repurchase agreements secured by the Treasury o f  the
21 United States and obligations o f  an agency or instrumentality o f  the United States;
22  (3 ) certificates o f  deposit, bankers acceptances, and other sim ilar obligations o f
2 3  a bank dom iciled in the United States that has
24 (A ) outstanding debt rated A o r higher by at least one o f  the nationally
25  recognized rating services; and
26 (B ) a combined capital and surplus aggregating at least $ 500 ,0 00 ,0 0 0 ;
27 (4 ) commercial paper and other short-term taxable instruments that, at the time
28 o f  investment, maintain the highest rating by at least two nationally recognized rating services;
29 (5 ) obligations o f  a corporation dom iciled in the United States o r obligations o f
30  a municipality that are taxable under federal law, i f  the obligations are rated A o r higher by at

•SB*31 least two nationally recognized rating services at the time o f  investment;
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(6 )  certificates o f  deposit that are issued by a state o r federa lly  chartered financial 
institution that is a commercia l o r mutual bank, savings and loan association, o r credit union, i f  
the institution’ s principal o ffice  is in the state, and i f  the institution’s accounts are insured 
through the appropriate federal insuring agency o f  the United States, regardless o f  whether the 
institution meets the requirements o f  (3 ) o f  this section;

(7 )  money market funds in which the securities o f  the fund consist o f  obligations 
listed in this section and otherwise meet the requirements o f this chapter;

(8 )  other cash equivalent investments with a maturity date o f  one year o r less after 
date o f  the investment that are o f  sim ila r quality to those listed in (1 ) - (7 ) o f  this section, are 
rated A o r higher by at least one o f  the nationally recognized rating services, and are approved 
by the public entities participating in that investment pool.

Sec. 37 .2 3 .0 3 0 . C O LLA T E R A L IZ A T IO N . Investment in certificates o f  deposit under 
AS 3 7 .2 3 .0 2 0 (6 ) and the entire amount o f  principal and interest payable upon maturity o f  the 
certificates must be co llatera lized by a combination o f  securities that are marked to market at 
least m onth ly and have maturity dates that do not exceed five  years. O n ly  the fo llow ing  
securities may serve as collatera l:

(1 )  obligations o f  the United States with a maturity date o f  five  years o r less after 
the date o f  the p o o l’ s investment transaction, and with a market value o f  at least 102 percent;

(2 )  securities in United States agencies o r instrumentalities that are actively traded, 
other than mortgage pass-through securities, with a maturity date o f

(A ) one year o r less after the date o f  the p o o l’ s investment transaction, and 
with a market value o f  at least 103 percent;

(B ) o f  more than one year and less than five years after the date o f  the 
p o o l’ s investment transaction, and with a market value o f  at least 107 percent;

(3 )  mortgage pass-through securities issued by the Government National Mortgage 
Association with a market value o f  at least 120 percent;

(4 )  obligations o f  the state o r its po litica l subdivisions secured by the fu ll faith, 
credit, and taxing power o f  the state o r its politica l subdivisions, rated A o r higher by at least one 
o f  the nationally recognized rating services, with a maturity date o f

(A ) one year o r less after the date o f  the p oo l’ s investment transaction, and 
with a market value o f  at least 102 percent;
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1 (B ) more than one and less than tive years after rhe date o f  the poo l's
2 investment transaction, and with a market value o f  at least 107 percent.
3  Sec. 37 .23 .040 . PO R T FO L IO  R E ST R IC T IO N S . The portfo lio  o f  an investment pool
4 under this chapter may not contain
5  (1 ) more than five percent o f  total investments in securities o f  one issuer unless
6  the securities are an obligation o f  o r guaranteed by the United States;
7 (2 ) more than 30 percent o f  total investments in securities o f  companies whose
8 principal business is in the same industry; o r
9 (3 ) transactions in futures, options, derivative securities, o r short sales.

10 Sec. 37 .23 .050 . IN V ESTM EN T  M A N A G EM EN T . The public entities participating in
11 an investment pool under this chapter shall provide fo r management o f  investments in the pool
12 by contracting fo r  investment management and related services with
13 (1 ) an investment adviser registered under AS 45 .5 5 .0 3 0  and under 15 U .S .C .
14 80b -3 (Investment Advisers Act o f  1940 ); o r
15 (2 ) a Financial institution ihat is a state o r federa lly  chartered com mercia l o r
16 mutual bank, savings and loan association, o r credit union, i f  the institution’ s principal o ffice  is
17 in the state, i f  the institutions’ s accounts are insured through the appropriate federa l insuring
18 agency o f  the United States, and i f  the institution has trust powers under state o r federal law.
19 Sec. 37 .23 .060 . IN V ESTM EN T  R E S P O N S IB IL IT IE S . The management and investment
2 0  o f  assets by investment pools shall be done with the care, sk ill, prudence, and diligence under
21 the circumstances then prevailing that an institutional investor would use in the conduct o f  an
22  enterprise o f  a like  character and with like  aims.
2 3  Sec. 37 .23 .070 . R E PO RTS ; D IS C L O S U R E  STA TEM EN T , (a ) The manager o f  an
2 4  investment pool shall provide to the participating public entities a monthly report on the
25  a llocation o f  income o f  investments o f  the poo l and describing activities o f  the poo l. At least
2 6  annually , the manager o f  an investment poo l sha ll provide a disclosure statement on the
27  management and operation o f  the pool to each public entity participating in the pool. The
28  disc losure statement must include a copy o f  the annual audit required under AS 37 .2 3 .0 8 0 .
2 9  (b ) A public entity participating in an investment pool that is an organization composed
30  o f  po litica l subdivisions o f  the state shall p romptly provide a copy o f  each report o r statement
31 received under (a ) o f  this section to its members who are participating in the investment pool.
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1 (c ) The manager o f  an investment poo l shall provide to a prospective participant in the
2 p oo l copies o f  monthly reports prepared under (a ) o f  this section fo r  the past year, and a copy
3  o f  the m os ‘  recent disclosure statement prepared under (a ) o f  this section.
4  Sec. 3 7 .2 3 .0 8 0 . A N N U A L  A U D IT . B y  September 3 0  o f  each year, the manager o f  an
5  investment poo l shall submit to the participating public entities an audit o f  the p o o l ’ s investments
6  as o f  June 30  o f  Jiat year. The audit must be perform ed by a certified public accountant licensed
7 under AS 0 8 .0 4  who is not
8 (1 )  an employee o f  a public entity participating in the investment poo l; o r
9 (2 ) a contractor o r an employee o f  a contractor who perfo rm ed investment

10 services fo r  the investment poo l.
11 Sec. 37 .2 3 .0 9 0 . L IM IT A T IO N  OF L IA B IL IT Y . The state and participating public
12  entities are not liab le fo r  any acts o r omissions o f  an investment manager with whom the
13  participating entities have contracted fo r  investment management and related services under
14  A S 3 7 .2 3 .0 5 0 .
15  Sec. 37.23.90C l. D E F IN IT IO N . F o r purposes o f  this chapter, "public entity" means a
16 po litica l subdivision o f  the state, including a municipality and its subdivisions, a school district,
17  a reg iona l educational attendance area, o r  an organization composed o f  po litica l subdivisions o f
1 8  the state.
19  *  Sec. 4 . This A ct takes e ffect immediate ly under AS 01 .1 0 .0 7 0 (c ).
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STATE OF ALASKA
1992 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. SB 374

Revision Dc'e: 2/7/92 Department Affected: Education
Title: An Act relating to investment pooling by public
entities._____________________________
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fiscal note. This fiscal note is appropriate.

elate Comte Aide (initial)

Prepared by: Mike MaherDivision: Commissioner's Office
Approved by Commissioner: Agency: Education

Phone: 465-2800Date: 2/7/92
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STATE OF ALASKA
1992 LEGISLATIVE SESSION
Revision Date: 2/6/92_______

c
FISCAL NOTE

r HILL NO. SB 374

Title: An act relating to investment pools for public

entities; and providing for an effective date.________

Sponsor: Rules Committee_______________________

Requestor: Senator f-ianfc________________________

Department Affected: Revenue 

DRU: Operations___________

Component: Treasury Management

Component Serial No.
0 I 2. 1

O P E R A T I N G F Y  93 F Y  94 F Y  95 F Y  96 F Y  97 F Y  98

P E R S O N A L  SERVICES -------- ........... ....

T R A V E L
-■ • —  —  — - . —  ..... . . ... ... — .

C O N T R A C T U A L * ... .

SUPPLIES
- ..

E Q U I P M E N T

L A N D  &  S T R U C T U R E S *

GRANTS, C L A I M S
— - ■ —  - » -

M I S C E L L A N E O U S .. .

T O T A L  O P E R A T I N G 0 O' 0 0 0 0

C A P I T A L 0 0 0 0 0 0

R E V E N U E

FUNDING: (Thousands of Dollars)

G E N E R A L  FUND/Unrestricted

F E D E R A L  F U N D S

O T H E R

T O T A L 0 0 0 0 0 0

POSITIONS:

FULL-TUvffi

■ i

PART-TIME

T E M P O R A R Y

Estimate of current year impact: None

[[ANALYSIS:

Prepared by: Brian C. A o d r e w s ^ ^  _______ Phone: 465-2350

Division: Treasury s / /  ]/ / 0  Date: February 6 , 1992

Approved by Commissioner. X  .

Agency: Revenue_________

Distribution (by preparer): Legislative finance, Legislative Sponsor. Reauestor, O M B ,  &  Impacted Agency(ies).

Rev 12/91 Changes in _(.<-> {/ p A- ) Page____of___
reflect NO FISCAL CHANGE Irom the original 
fiscal note. This fiscal note is appropriate
• m  '
date Comte Aide (initial)



( FISCAL NOTE (

Revision Date:

SI ATE O F  A L A S K A

1992 LEGISLATIVE SESSION

BILL N O .  SB 374

Title: Investment pools for public entities

Sponsor: Senate Rules by Request of Governor

Requestor (S) C R A  Committee_______________

Department Affected: C ommunity and Regional Affairs

BRU: _______________________________________________

Component:_________________________ _______________

C O M P O N E N T  SERIAL NO.
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0 0 0 0
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T O T A L  O P E R A T I N G 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

R E V E N U E  

F U N D  SOURCE:

F U N D I N G :  (Thousands of Dollars)

G E N E R A L  F U N D 0.0 0.0 0.0 0.0 0.0 0.0
FEDERAL F U N D S -

O T H E R

F U N D  SOURCE:

T O T A L 0.0 0.0 0.0 0.0 0.0 0 .0

POSITIONS:

FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME

T E M P O R A R Y

Estimate of current year impact
 ’m ----------------  --** (lytl)
ANALYSIS: (Attach a separate page if necessary.) reflect NO FISCAL CHANGE from the Original

fiscal note. This fiscaJnpte is appropriate

date Comte Aide (initial)

Phone: 465-4708Prepared By: _

Division: j _________________ Administrative Services Division______________  Date:

Approved by Commissioner ^ _____________________

Agency:  Department of Community and Regional Affairs___________  Date:
f-s, - *
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Revision D a l e : ________________

STATE OF ALASKA
1692 LEGISLATIVE SESSION

FISCAL NOTE (
BILL NO. SB 374

Tnio: I n v e s t m e n t  P o o l s  f o r  P u b l i c  E n t i t l e s

Sponsor: S e n a t e  P u l e s ____________________
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COMPONENT SERIAL NO. 1

OPERATING FY 93 PY FY 03 FY 96 FY 97 FY 9/
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CONTRACTUAL
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MISCELLANEOUS
TOTAL OPERATING 0.. _ _ _Q_ . _ Q 0 . . n_____ -------- 0---------

CAPITAL Q 0 n n n n

REVENUE FUND RESOURCE: I 0 0 0 0 . .  Q_. _ .. Q. _

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
FUND SOURCE:
TOTAL 0 0 0 .0 . . 0 n

P08IT10NS:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

Estimate of current year Impact:

ANALYSIS (Attach a separate page If necessary.)
Changes in £<=><b?>?>T-i (c )
reflect NO FISCAL CHANGE from the original 
fiscal note. This fiscal nojte is appropriate.
-zMfa __
date Comte Aide (initial)

Prepared By: 

Dlvf8lon: B a n k i n g ,  S e c u r i t i e s  & C o r p o r a t i

Approved by Commissioner: G lenn  A. O lds

Agency: D e p a r tm e n t  o f  Conmerce  & Economic  D ev e lo p m en t

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov.
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February 10, 1992
P o s i t i o n  P a p e r

S B  374 - Investm ent P o o ls for Public En titie s

The Alaska Municipal League supports SB 374, an Act relating to investment pools for public entities. Such legislation authorizing the formation and operation of investment pools by and for public entities, such as municipalities, school districts, and organizations composed of public entities, is a legislative priority of the Alaska Municipal League. SB 374 represents a compromise on behalf of the AML and the administration to meet their objections which resulted in Governor Hickel’s veto of SB 182, introduced last year by the Senate Community and Regional Affairs Committee at the request of the League. See a copy of the AML’s Municipal Platform statement on investment pool legislation attached.
The major difference between SB 374 and CS for SB 182 (Finance), the legislation approved by the legislature last year, is one of philosophy. As authorizing legislation requiring cooperative agreements, CS for SB 182 (Finance) relied on the agreements or contracts between the public entities (which do not include the State of Alaska and state funds) choosing to participate in an investment pool to spell out in detail investment criteria and policies. SB 374, which also requires such agreements, puts many of these criteria and policies, such as a list of authorized investments, collateralization and reporting requirements, and liability limitations, in statute. The result is a longer bill with perhaps less flexibility on the part of the pool to respond to the sometimes rapidly changing world of finance; but, the effect will be the same - an investment alternative for public entities to realize maximum returns on short-term, non-pension funds consistent with the preservation of capital and liquidity. SB 374 would allow municipalities, school districts, and the AML to form, operate, and invest in an investment pool for public entities.
The AML has spent considerable time and money researching and developing an investment pool and has been ready to proceed with the formation of a poo! for public entities under this or similar legislation for over a year. The Alaska Municipal League urges the passage of SB 374 or similar legislation as soon as possible,

Attachment

Member of the National League of Cities and the National Association of Counties
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i n v e s t m e n t  P o o l i n g  
f o r  P u b l i c  E n t i t i e s

T h e  A la ska  M un icipal L eagu e  u rg e s  the  leg isla ture and the  g overn or to  app rov e  
leg is la tion  au thoriz ing  pub lic  entitles to  enter Into ag reem en ts with o th e r pub lic  
en titles reg ard in g  the  form ation  and  opera tion  o f Investment p o o ls  under w h ich  
fu n d s  o f  th e  partic ip a ting  pub lic  entitles can  be  adm in istered and  Invested Jointly.

G overnor Hickel vetoed  investment poo l legislation (SB  182) introduced at the request of 
the A laska Municipal League and p a ssed  by the 17th Legislature in 1991. The League  
continues to support su ch  legislation to allow formation of a poo l to provide professional 
investment advice and services to "public entities" for short-term , non-pension funds. 
Investments in su ch  a  poo l would emphasize security and liquidity while providing a  g o o d  
rate of return. Investment policies and procedures would be included in the agreem ent 
between the poo l and the entity choosing  to participate. The pool would utilize only 
prime g rade  securities with short-term maturities and those with active secondary  
markets. "Public entities" should include municipalities, municipal schoo l districts, REAA’s, 
and  organizations com p o sed  of such  entities.

S u ch  legislation would clarify the "joint powers" statute (AS 2 9 .3 5 .0 1 0  (13 )) to specifically 
authorize su ch  poo ls , give the AML the authority to establish the pool a s  a service 
program , and assist the pool in receiving a favorable IRS tax ruling. The AML is not 
seeking the assistan ce of the state in operating the pool. N o state funds would be 
involved, and therefore there is no liability on the state. This is an example of how  
municipalities and schoo l districts can work together to assist themselves and reduce  
their d epen den ce  on the state.

Local government investment poo ls exist in over 2 8  states. S om e are operated  by the 
state treasury and som e are independent of the state. In November 1989 , the AML 
m em bersh ip , representing 125 municipalities, p a ssed  a resolution asking the AML Board  
of D irectors to investigate the feasibility of srtnunicipal investment pool. After a great deal 
o f research  and expense, the AML 1) determ ined the feasibility of su ch  a poo l and 
dec id ed  to  p ro ceed  with the formation of a pool, 2) introduced legislation to clarify the 
Leagu e ’s  authority to form and operate a pool, and 3) after sending out a request for 
p roposa ls , se lected  a professional investment management firm and financial institution 
to assist the League with the formation and operation of the pool. Unfortunately, even 
though the legislation was approved by the legislature, Governor Hickel vetoed the 
legislation, delaying the implementation of the League pool.

The AML is waiting for the p assage  of legislation to establish a  pool to provide investment 
serv ices to  public entities to protect and make the most of public funds.

Member of the National League of Cities and the National Association of Counties
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BILL N O .  SB 374S T A T E  O F  A L A S K A  

1 9 9 2  L E G I S L A T I V E  S E S S I O N

Revision Date:

Title: investment pools for public entities

Sponsor: Senate Rules by Request of Governor 

Requestor: (S) C R A  Committee_______________

Department Affected: Community and Regional Affairs

BRU: ______________________________________________ _

Component:_________________________________________

C O M P O N E N T  SERIAL NO. 0 0 0 0

EXPENDITURES/REVENUES: (Thousands of Dollars)

O P E R A T I N G FY 93 FY 94 FY 95 FY 96 FY 97 FY 90

PE R S O N A L  SERVICES

TRAVEL

C O N T R A C T U A L

SUPPLIES

E Q U I P M E N T

L A N D  &  S T R UCTURES

GRANTS, CLAIMS

M I S C E L L A N E O U S

T O T A L  O P E R A T I N G 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

R E V E N U E  

F U N D  SOURCE:

F U N D I N G :  (Thousands of Dollars)

G E N E R A L  F U N D 0.0 0.0 0.0 0.0 0.0 0.0
FEDERAL F U N D S

O T H E R

F U N D  SOURCE:

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:

FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME

T E M P O R A R Y

Estimate of current year impact N o  impact

Prepared By: _

Division: __________________ Administrative Services Division

Approver! by Commissioner:  ^  ^ __________

Agency:  Department of Community and Regional Affairs

Phone: 465-4708

Date: J }  / / £>/ <?

Date:

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Cov. Legis. Ofc., & Impacted Agency(ies).
Rev 10/7/91 Page 1 of 1



STATE OF ALASKA
1992 LEGISLATIVE SESSION
Revision Date: 2/6/92_______

FISCAL NOTE
HILL NO. SB 374

Title: An act relating to investment pools for public

entities; and providing for an effective date.________

Sponsor: Rnies Committee ____________________

Requestor: Senator Frank_______________________

Expenditures/Revenues: (Thousands of Dollars)

Department Affected: Revenue 

BRU: Operations____________

Component: Treasury Management

Com ponen t S e r ia l No.
0 1 2 1

O P E R A T I N G

P E R S O N A L  SERVICES

F Y  93 F Y  94

FUNDING: (Thousands of Dollars) 

I G E N E R A L  FUND/Unrestiicted 

F E D E R A L  F U N D S ______

O T H E R

T O T A L

T R A V E L

C O N T R A C T U A L

SUPPLIES

E Q U I P M E N T __________

L A N D  &  S T R U C T U R E S

GRANTS, C L A I M S  

M I S C E L L A N E O U S

T O T A L  O P E R A T I N G

CAPITAL 0 0 0 0 0

R E V E N U E

POSITIONS:

FULL-TIME

PART-TIME

T E M P O R A R Y

Estimate of current year impact: None

ANALYSIS:

Prepared by: Brian C. Andrews^3^/ _______ Phone: 465-2350

Division: Treasury —  N / /  II V  Date: February 6 . 1992

Approved by Commissioner /  / ^

Agency: Revenue_______________________
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Rev 12/91 Page___of.
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FISCAL NOTE

STATE OF ALASKA
1992 LEGISLATIVE SESSION

BILL NO. SB 374

Revision Date: 2/7/92 Department Affected: Education
Title: An Act relating to investment pooling bv public
entities._____________________________
Sponsor: Senate Rules Committee___________Requestor: Governor____________________
Expenditures/Revenues: (Thousands of Dollars)

BRU: Executive Administration
Component: Commissioner's Office
COMPONENT SERIAL NO.

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98PERSONAL SERVICESTRAVELCONTRACTUALSUPPLIESEQUIPMENTLAND & STRUCTURESGRANTS, CLAIMSMISCELLANEOUSTOTAL OPERATING 0 0 0 0 0 0
CAPITAL
REVENUE RIND SOURCE:
FUNDING: (Thousands o Dollars)GENERAL FUNDFEDERAL FUNDS _ _OTHERFUND SOURCE: —
TOTAL 0 0 0 0 0 0
POSmONS:FULL-TIMEPART-TIMETEMPORARY
Estimate of current year impact:

Prepared by: Mike MaherDivision: Commissioner's Office
Approved by Commissioner: Agency: Education______ m

Phone: 465-2P00Date: 2/7/92
Jerry Covey

Date: February 7.1992

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMR'DBR, Gov. Logis. Ofc., & Impacted Agoncy(ies).
Rev 10/07/91 Pog0 of.



C  Version: 3 . *7 L/ _____
(S) Publish Date: J - ? -  ^

Revision D a t a : ________________________________Department Affected: L-^uv-° *-IUM_______________
Tide: An a c t  r e la t i n g  to  in ves tm en t b r U: E xecu tive  A d m in is t ra t io n ________________

 poo^^ Componant: Commissioner* s O f f ic e ___________

I
NOTE No. _ [___

l JJ<. .hUiuLrl H VC OCbOlOlU

Sponaor.

Raquostor:

G overno r
COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands o f Doflws)

Of^ERATlNG FY 93 FY 94 FY 95 FY 96 P»' 97 FY 98
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT
LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE 
FUND SOURCE:

FUNDING: (Thousands o f D ob ra )

GENERAL FUND

FEDERAL FUNDS

OTHER
FUND SOURCE:

TO TAL

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate o f current y®«r impact:_

ANALYSIS: (A ttach a separate page if  necessary.)

See A ttached

Prepared By: Mike_Maher_____________________________  Phone: 4 6 5 -2 8 0 0
Division: C o m m i s s ioner's 0ffirp_ .— ^ — / -----_<---- Date: 1/21/92
Approved by Commissioner:

, J e r r y  Covay__________
Agency:  Education____________________________________________________Data: 1/21/92
Distribution (by prepererl: Leg. Fin., Legislative Sponaor. Requestor, OMB/D8R. Gov. legia. Ofc.. & Impacted Agcncylieel.
Rov 10/7/91 Ptga / o« ^



I

The Department feels strongly that the Commissioner of Education is not the appropriate entity to 
determine whcdicr a particular R E A A  should or should not be allowed to participate in an investment 
pool. The Department lacks the resources and expertise to determine the financial health of REAAs.

This fiscal note was developed under the assumption dial the Commissioner would not fulfill that function 
therefore no fiscal impact is indicated. However, should this responsibility be undertaken it would require 
an Accountant and an Auditor.



STATE OF ALASKA
1092 LEGISLATIVE SESSION

FISC/  . NOTE
BILL NO. SB 374

Revision Dale:

Titio; I n v e s t m e n t  P o o l s  f o r  P u b l i c  E n t i t l e s

Department Affected: Commerce & E con .  Dev .  

BRU: B a n k i n g ,  S e c u r i t i e s  & C o r p o r r :

Component:__________________________________

Sponsor: S e n a t e  R u l e s

Requestor: COMPONENT SERIAL NO. 1

EXPENDITURES/REVENUES: (Thousand* of Dollars)

OPERATING FY 63 FY 94 FY 93 FY 96 FY 97 FY 9/
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING . . Q .. . 0, 0 n ... n. . a  - .

CAPITAL JL

REVENUE FUND RESOURCE: 0 0 0 1 0 _____0 0

FUNDING: (Thousand* of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
FUND SOURCE:
TOTAL 0 0 0 . .0. . .0 .. .Q

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

Estimate of current year Impact:

ANALYSIS (Attach a soparate page If necessary.)

Prepared By 

Division:

: W i l l i s  F .  K i r k p a t r i c k ,  D i r e c t o r

B a n k i n g ,  S e c u r i t i e s  & C o r p o r s t l

Approved by Commissioner: G lenn  A. O ld s

AgenCy; D ep a r tm e n t  o f  Commerce & Economic  D ev e lo p m en t  

Distribution (by preparer): Leg. Rn., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legls.

WFK/dg l1 4 5 2D -1  / 0 2 1 3 9 2 a  

(Rev. 12/91)

465-255:1

g3-/3-7z^

i., and Impacted Agency(lee).
Pag# _J  of _J_
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M U N I C I P A L  

■  L E A G U E 217 Second Street, Suite 200 ■Juneau. Alaska 99001 ■ Tel (907)086-1325, Fax (907)/163-5480

February 10, 1992
P o s i t i o n  P a p e r

S B  374 - Investm ent P o o ls for P u b lic Entities

The Alaska Municipal League supports SB 374, an Act relating to investment pools for public entities. Such legislation authorizing the formation and operation of investment pools by and for public entities, such as municipalities, school districts, and organizations composed of public entities, is a legislative priority of the Alaska Municipal League. SB 374 represents a compromise on behalf of the AML and the administration to meet their objections which resulted in Governor Hickel's veto of SB 102, introduced last year by the Senate Community and Regional Affairs Committee at the request of the League. See a copy of the AML’s Municipal Platform statement on investment pool legislation attached.
The major difference between SB 374 and CS for SB 182 (Finance), the legislation approved by the legislature last year, is one of philosophy. As authorizing legislation requiring cooperative agreements, CS for SB 182 (Finance) relied on the agreements or contracts between the public entities (which do not include the State of Alaska and state funds) choosing to participate in an investment pool to spell out in detail investment criteria and policies. SB 374, which also requires such agreements, puts many of these criteria and policies, such as a list of authorized investments, collateralization and reporting requirements, and liability limitations, in statute. The result is a longer bill with perhaps less flexibility on the part of the pool to respond to the sometimes rapidly changing world of finance; but, the effect will be the same - an investment alternative for public entities to realize maximum returns on short-term, non-pension funds consistent with the preservation of capital and liquidity. SB 374 would allow municipalities, school districts, and the AML to form, operate, and invest in an investment pool for public entities.
The AML has spent considerable time and money researching and developing an investment pool and has been ready to proceed with the formation of a pool for public entities under this or similar legislation for over a year. The Alaska Municipal League urges the passage of SB 374 or similar legislation as soon as possible.

Attachment

'V.; * Yo: •*V • *V ‘ ,

Position Papers (2)
Member <

Alaska Municipal 
League of Counties



217 Socond Street, Suite 200 ■ Juneau, Alaska 99801 • Tel (907)586-1325, Tax (907)/l63-5480

I n v e s t m e n t  P o o l i n g  
f o r  P u b l i c  E n t i t i e s

The  A la sk a  M un ic ipa l L eagu e  u rg e s  the  leg is la tu re and  the governor to  app rov e  
leg is la tion  au tho riz ing  pub lic en titles to  enter Into ag reem en ts  with o th e r pub lic  
en titles reg a rd in g  th e  form ation  an d  ope ra tion  o f Investm ent p o o ls  un der w hich  
fu n d s  o f  th e  partic ip a ting  pub lic en titles can  b e  adm in istered  and Invested Jointly.

G overnor Hickel ve toed  investment p o o l legislation (SB  182) introduced at the request of 
the A laska Municipal League and p a s se d  by the 17th Legislature in 1991. The League  
con tinues to  support su ch  legislation to  allow formation of a poo l to provide professional 
investment adv ice and services to "public entities" for short-term , non-pension funds. 
Investments in su ch  a poo l would em phasize security and liquidity while providing a g o o d  
rate of return. Investment policies and  p rocedures would be included in the agreem ent 
between the poo l and the entity choos in g  to participate. The pool would utilize only 
prime g rade  securities with short-term  maturities and those  with active secondary  
markets. "Public entities" should include municipalities, municipal schoo l districts, REAA’s, 
and organizations com p o se d  of su ch  entities.

S u ch  legislation would clarify the "joint powers" statute (AS 2 9 .3 5 .0 1 0  (13 )) to specifically 
authorize su ch  poo ls , give the AML the authority tc establish the pool a s  a service 
program , and  assist the pool in receiving a favorable IRS tax ruling. The AML is not 
seeking the ass istan ce of the state in operating the pool. N o state funds would be 
involved, and  therefore there is no liability on the state. This is an example of how  
municipalities and s ch oo l districts can  work together to assist themselves anc' reduce  
their d ep en d en ce  on the state.

Local governm ent investment poo ls exist in over 2 8  states. S om e are operated  by the
state treasury and som e  are independent of the state. In November 1989 , the AML
m em bersh ip , representing 125 municipalities, p a ssed  a resolution asking the AML Board
of D irectors to  investigate the feasibility of a municipal investment pool. After a great deal
of resea rch  and expense , the AML 1) determ ined the feasibility £& such  a poo l and
de c id ed  to p ro c e e d  with the formation of a  pool, 2) in troduced legislation to clarify the
L eagu e ’s  authority to  form  and operate  a pool, and 3) after sending out a request for
p roposa ls , se le c ted  a professional investment management firm and financial institution
to  assist the League with the formation and operation of the pool. Unfortunately, even
though  the legislation w as approved  by the legislature, Governor Hickel vetoed  the
legislation, delaying the implementation of the League pool.

«

The AML is waiting for the passage  o f legislation to establish a pool to provide investment 
serv ices to  public entities to protect and make the most of public funds.

Member of the National League of Cities and the National Association of Counties
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./ i:n k a i;

June 18/ 1991

The Honorable Richard Eliason 
President of the Senate 
P.O. Box V 
Juneau, AK 99811

Dear President Eliason:

Under art. II, sec. 15 of the Alaska Constitution, I have vetoed 
Committee Substitute for Senate Bill No. 102 (FIN), which would 
allow public entities within the state to form investment pools. 
The public entities may also form a nonprofit corporation to 
operate an investment pool.

I believe the concept of an investment pool has merit. Rural and 
urban communities and other public entities of this state could 
achieve financial benefit by pooling their money for increased 
investment earnings. However, this bill exposes those same 
entities and the state itself to undue risk of financial loss.

The bill does not include specific investment objectives and 
guidelines. It uses the term "prudent investor rule," but this 
term is only a guideline and has interpretive application. For 
example, it was pointed out in the April 1991 issue of Governing 
that "in the modern history of governmental investing, hundreds 
of millions of public dollars have been lost on long-term U.S. 
Treasury Bonds that were bought with short-term money." The 
article points out that this resulted from not having an 
investment policy that imposes maturities or other restrictions 
on investments. That same article discusses the millions of 
dollars that have been lost by U.S. cities due to improper 
collateralization procedures. The State of Oregon is one of 28 
states which provides for' investment pools, however, Oregon has 
several pages of statutes governing the operation of its 
investment pool.

The question of liability is also of concern. Neither this bill 
nor AS 10.20 adequately addresses the liability of a nonprofit 
corporation formed under this bill. Regional Education



The H onorable R ichard E lia so n  - 2 -

Attendance Areas (REAA) would be included in the definition of a 
public entity and may participate in a pool. REAA's are not 
separate legal entities from the state which raises particular 
concerns as to the ultimate liability of the state for REAA 
participants in investment pools. Furthermore, the state 
contributes substantially to the cost of education throughout the 
state and contributes to other public entities in the form of 
revenue sharing, municipal assistance, and grants. The state may 
be accepting additional liability if it statutorily provides for 
investment pools without setting forth specific investment 
objectives and guidelines to help minimize the risk of loss.

This bill does not allow the state to participate in a pool 
either as a participant or as a manager. Out of 28 states that 
provide for investment pools, 24 are state operated. The 
Commissioner of Revenue estimates that the Department of Revenue, 
Treasury Division could operate an investment pool for under 20 
bacis points, which is 1/5 of 1%. Treasury has all required 
procedures in place to operate a relatively risk-free low cost 
investment pool for the benefit of Alaska’s public entities.

Because investment pooling has merit, Department of Revenue will 
work in the months ahead on legislation which provides for 
investment pools, taking into consideration the points discussed 
above.



D IV ISIO N  O F  LE G A L  S E R V IC E S

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

P.O. Box V, Juneau, A laska  99811 D eliveries to: 240 M ain Street
(907) 465-3867 o r 465-2450 Court Plaza, B oom  500
F A X  (907) 465-2029 M ail S top  3101

M E M O R A N D U M  March 22, 1991

SUBJECT: Investment Pools for Public Entities (CSSB 182(CRA))
TO: Senator Arliss Sturgulewski
FROM: Tamara Brandt Cook

Director

CSSB 182(CRA) permits municipalities and school districts to form investment pools 
under which the funds o f the public entities are administered and invested jointly. 
You have asked what the implications are regarding the state’s financial responsibility 
in the event that an investment pool suffers financial losses.
As a matter o f law, losses experienced by an investment pool would not create any 
particular liability on the part of the state. However, as a practical matter the state 
is hardly likely to stand by and allow a municipality to sink into financial ruin. With 
respect to school districts, o f course, there exists the additional constitutional 
responsibility to maintain a system of public education. These considerations exist 
completely aside from the question of an investment pool, although, to the extent that 
the investment pool provides an opportunity for larger losses simply because a pool 
will involve larger amounts o f money, I suppose, the cause for concern may increase. 
This would have to be looked into by someone with financial expertise.

Note, however, that with respect to municipalities CSSB 182(CRA) may not 
substantially change existing law. AS 29.35.010(13) already grants every municipality 
the authority " . . .  to enter into an agreement, including an agreement for 
cooperative or joint administration of any function or power with a municipality, the 
state, or the United States. . ."  Since it is quite possible that municipalities could 
form investment pools right now under this provision of law, it is hard to argue that 
CSSB 182(CRA) substantially changes the state’s potential responsibility in situations 
involving investment losses of municipal funds.
TBC:gc 
91-16,r ;c
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INTRODUCTION A N D  REFERENCE OF SENATE BILLS

SENATE JOURNAL
January 29, 1992 1917

S B 373

SENATE BILL NO. 373 by Sanatoro Duncan, Zharoff, entitled:

"An Act e s t a b l i s h i n g  a loan guarantee and interest 
rate s u b s i d y  p r o gran for assistive technology."

was read the first tima and referred to the Health, 
•Education a nd Social Services Committee and the Finance 
Committee.

SB 374

SENATE BILL NO. 374 b y  the Senate Rules Committee by r e q uest 
of the Governor, entitled:

"An A c t  r e l a t i n g  to investment pools for p ublic 
entities; a nd p r o v i d i n g  for an effective date."

was read the fi r s t  ti m e  a nd referred to the Community and 
Regional A f f airs Committee and the Finance Committee.

Zero fiscal note publ i s h e d  today from Department of 
Education.

Governor's tr a n s m i t t a l  letter dated January 29:

Dear President Eliason:

Under authority of art. Ill, sec. 18, of the A laska 
Constitution, I a m  transmitting a bill relating to 
investment p o o l s  for p u b l i c  entities.

Section 2 of t he bill amends AS 14.08.101 by allowing a 
regional educational attendance area (REAA) to p articipate 
in an investment pool, but only if approved b y  the 
commissioner of education. This will provide state 
oversight of an R E A A ' s  desire to participate in an 
investment pool. I believe such oversight is n e cessary 
because of t h e  pot e n t i a l  state liability problems associated 
with REAA's (which d o  not enjoy a distinct legal existence 
separate from the s t a t e ) . However, because only temporarily 
available s u r p l u s  c a s h  is allowed to be invested in an 
investment pool, the c o m missioner of education can d e termine 
whether a p a r t i c u l a r  R E A A  is financially healthy and should 
be allowed to participats.

Section 3 of the bil l  amends AS 29 by requiring a 
municipality's g o v e r n i n g  b o d y  to consent to the m u nicipality 
participating in an investment pool established u n d e r  AS
37.27 before it may join.



8 B 374 cont'd

So c t l o n  4 of tho bill add s  a n ow c h a p t e r  o n  investment poola 
for p u b l i c  ontitioo to A S  37. S p o c i f i c  investment criteria, 
objective** and guidelines, au d i t  requirements, and 
d i s c l o s u r e  policies to b e  fclloved by participants in an 
investment pool are net out in this section. Additionally, 
investment portfolio r e strictions are established.

The bill provides that p u blic entities participating in an 
i n v e stment pool may form nonprofit corporations for the 
p u r p o s e  of overseeing tho m a n a gement of a pool. A  nonprofit 
c o r p o r a t i o n  and the p a rticipants in a pool are given 
expl i c i t  authority to spend money reasonably necessary for 
the management of t h e  pool, including the hiring of 
n e c e s s a r y  employees. However, the nonprofit corporation m a y  
not p r o vide direct investment services. Instead, all 
i n v e stment pools (whether m a n aged b y  nonprofit corporations 
or not) must provide for investment m a n agement and related 
services by contracting wit h  one of the following; (1) an 
investment advisor reg i s t e r e d  un d e r  the Investment Advisors 
Act of 1940 (15 U.S.C. 80b-l - 8 0 b - 2 ) ; (2) the state
De p a r t m e n t  of Revenue; or (3) an A l aska financial
institution having tr u s t  powers. Investment managers are 
s u b j e c t  to the p rudent-expert r u l e  in performance of 
investment management a n d  related services.

Finally, the bill defines those p u b l i c  entities allowed to
p a r t i c i p a t e  in an investment pool as including all classes 
of municipalities and t h e i r  subdivisions, school districts, 
r e a a 's  (with the approval of the c o mmissioner of education), 
organizations composed o f  political subdivisions (such as 
the A l a s k a  Municipal L e a g u g ) . Vill a g e s  a nd nonprofit
c o m m u n i t y  c o r p o r a t i o n  are excluded as p u blic entities for 
the purp o s e s  of this bill.

I u r g e  your support o f  this bill. I n v e stment pools for 
public entities have b e e n  highly successful i n  other states 
that al l o w  such investments. By allowing our public
entities to invest jointly in investment pools, it is my
hope t h a t  these entities will realize maximum, investment
returns with preservation of oapital a n d  liquidity and, 
eventually, help alleviate the g r o wing local government
burden o n  decreasing st a t e  revenue.

Sincerely,

/■/
W a l t e r  J, Hickel 
Governor

SENATE JOURNAL
1918 January 29, 1992

S B  37«

s e n a t e  B I L L  NO. 375 b y  Senators. Hoffman, Rodey, entitled;


