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FISCAL NOTE

STATE’OF ALASKA' ' BILL NO. SS SB 18
[1"i LEGISLATIVE SESSION
RevisinDate:  Feonary 11 1991 Department Affected:  Aaska State Rension Gorporatian
Titke Alaska Siate Rarsion Corporatian BRU:
Carporent:
Sosx: Rodot
Roestor:  Saate State Affairs Component Serial No.

BeardituresRovates: (Thousards of Dolkars)
OPERATING FY @ FY @ FY %4 FY & FY % FY o7
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS 10,13.6 2,219.2 2,219.2 20,2192 20,2192 20,2192
TOTAL OPERATING 10,16 2,219.2 20,219.2 20,219.2 2,219.2 2,219.2
CAPITAL
REVENUE

GENERAL FUND
FEDERAL FUNDS

OTHER:  See Attached Detail 10,10.6 2,219.2 2,219.2 2,219.2 20,2192 0.219.2
TOTAL 10,1®.6 2,219.2 2,219.2 2,219.2 2,219.2 2,219.2
POSITIONS:
FULL-TIME
Changes in <33
PART-TIME have no fiscal impact.
TEMPORARY This fiscal note is

appropriate. NINTI9T
Estirate of aumat year inpect:. None

ANALYSIS: FY @ -97 are tre amounts celleted fram tre Treesury buotet on tre atteded fisa rote. FY 92 -97 ret inoemantal
ast BR,890.15 which rgaesats tte management of tte yplemantal Baefits Investrent Fund and tre difffarate betneen
Treeaurys arigirall budoet rapest and Treesury's buotet per tre Adninistrations regest. Thiis fisal rote does ot take o effect
a potential dhange of office location Tar tre pernsion cporation.

Prgared by BrienC. AndrewE 3 ar Poe: 46230

Dmvisio:  Treesry Date:

Approved by Comissiaer:

Ageoy:  Revene

Distribution by preparer: Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
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Alaska State Persion Corporation

OTHER FUNDING: Thousands ofDollars

FY 2 FY B FY A FY % FY %5 FY 97
Rblic Erployees Retirarent 6,137.6 12,252 12,2152 12,252 12,2052 12,252
Inestment Fud
Teeders Retireait Inestrenit Fund 3,712.66 7,453 7453 7453 7,453 7,453
Jocial Retirement Investrent Fund 2.5 aL.7 a7 a7 8.7 aL.7
Milrtary Retirement Inestrent Fund 8.5 71 71 71 71 71
plerental Brefits Systenl A0.%5 419.9 4199 419.9 419.9 419.9

1 Amual Component Gosts of tte Syplemarttal Baefits System are as follons:
Rersoal Savicss $&83
CntractLal Savicss:

Sty Safdeirg $ B0
Damestiic Stock Management 1856
Inaratio el StodkManagement 116.0
Performence Measurement 120
Audirt 100
&L.6

TOTAL $419.9



STaTE OF ALASKA BILL NO. SS SB 18
«'1991 LEGISLATIVE SESSION

RavisionDate:  Feonuary 11, 1991 Department Affected: Reverue
Titke  Alaska State Rasion Carporatian BRU:  Tressury
Component:
Sosx:  Raudot
Reguestor  Soete State Affairs Component Serial No.
1 2 1
OPERATING FY R FY B FY A4 FY %5 FY % FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS G8B6D) (9689 (9,68.9 29,689 (29,639 29,689
TOTAL OPERATING G8BbD (19689 29,689 29,689 29,689 29,689
CAPITAL
REVENUE

GENERAL FUND
FEDERAL FUNDS
OTHER:  SeAttdiedDetil Q865 (19689 (9689 (9689 (9689 (19689

TOTAL G86D) @WEB9Y @EB9Y (B9 B9 (VB9
POSMONS:

FULL-TIME Changes in

PART-TIME have no fiscal impact.

TEMPORARY robroniiate. te’\/}‘)/<"/

Estimate of anatyear inpect: None

ANALYSIS: Alaska State Fersion Gaporation s assuned o tae oer retirerant furd inestients Janery 1, 192, FY 92 figuess
are helif tte amounts aigirally reg ested nTreesry5FY 2 budet forreireat fuds. FY 938 - 97 are tre 1l anountt of tte
agral FY 92 budet for reireret futs.

Prepared bz Briien C. Andre™"\ PRI Poe: 466230
Dmvisia:  Treesry Date:
Approved by Commissioner

Aoeoy:  Reverue

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Rev 10/90 Page 1 of 2



Department of Revernue, Treasury Divisian

OTHER FUNDING: Thousands of Dollars
FY 92

Rblic BErployees Retiraratt 6G.11.%5)
Investrent Fund

Teeders Retiraatt InestrentFund 3,669
Joical Retiremant Investrent Fund @)
Military Retirement Investrent Fund (S1eD))

FY B FY A
@225 @225
.32 7326

@n @-n

@D @.D

FY %
2,225

(/3126
@n
@D

FY %
@z25)

(.3726)
@L.n
@D

FY o7
@225

.329
@Ln
@D



STATE OF ALASKA
1991 LEGISLATIVE SESSION

Revision Date:
Title:
Corporation.

Sponsor. Pourchot

Requestor.

Expenditures/Revenues: (Thousands of Dollars)

N

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
ECUIPVENT
LAND &STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

OOOOOOOOOE

o

CAPITAL
REVENUE 0

FUNDING: (Thousands of dollars)

GENERAL FUND 0
FEDERAL FUNDS 0
OTHER 0
TOTAL 0
POSITIONS

FULL-TIME* 0
PART-TIME 0
TEMPORARY: 0

Eslimalc of current year impact:.

FISCAL NOTE

An Act Establishing the Alaska State Pension

o o OOOOOOOOO%

o O O o

o o

ANALYSIS: (attach a separate page if necessary.)

There is no measurable fiscal to the Division from this bill.

Gary Bader
Retirement and Benefits

Prepared By:
Division:

Approved by Commissioner: Millett Keller
Agency: Department of Administratioil

BILL NO. SSSB18
Department Affected: Administration
BRU: Retirement and Benefits
Component: Retirementand Benefits
COMPONENT SERIAL NO. 64
FY94 FY95 FY9%6 FY 97
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
Changes in (25555/?/$ f/to)
have "no fiscal impact.
This fiscal note is
appropriate. <3+e/f/
Phone: 465-4460
deic: h L

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agoncy(ies).

Rev 10/90
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Alaska State Legislature

Senate

Official Business Pouch V
Siate Capitol
Juneau, Alaska 99811

SENATE FINANCE COMMITTEE

LETTER OF INTENT

CSSSSB 18 (FIN)

An Act establishing the Alaska State Pension Corporation;
relating to the management and investment of state pension
funds and other state funds; and providing for an effective
date.

Acting within the fiduciary responsibility wunder the Prudent
Investor Rule, the Alaska State Pension Corporation Board of
Trustees is encouraged to look to and wutilize local institutions
and companies for investment and business opportunities within the
State of Alaska.

Co-Chair,
Senate Finance Committee
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CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 18 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offared:
Referred:

Soosors):  SENATORS POURCHOT, Sturgullenski, Duncan, Glllrs
A BILL
FOR AN ACT ENTITLED
1 "An Act establishing the Alaska State Pension Corporation; relating to management and
2 investment of state pension funds and other state funds; and providing for an effective

3 date."

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

5  * Section 1. AS 37.10 is amended by adding new sections to read:

6 ARTICLE 5. ALASKA STATE PENSION CORPORATION.

7 Sec. 37.10.210. ALASKA STATE PENSION CORPORATION, (a) There is established
8 the Alaska State Pension Corporation. The corporation is a public corporation in the Department
9 of Revenue managed by a board of trustees. The purpose of the corporation is to provide

10 professional management and investment of state pension funds and of other state funds upon
11 agreement with the managers of those funds.

12 (b) The board consists of eight trustees. Four of the trustees shall be elected by the
13 members of the retirement systems. Nominations may be made by the teachers’ retirement board,
14 the public employees’ retirement board, or by pedtion signed by at least 10 persons eligible to

_ -1. CSSSSB 18(FIN)
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119

31

vote in the election. One of the elected trustees must be an active member of the public
employees’ retirement system who is participating in the supplemental benefits program under
AS 39.30.150 - 39.30.180, one must be receiving a benefit from the public employees’ retirement
system, one must be an active member of the teachers’ retirement system, and one must be
receiving a benefit from a retirement system other than the public employees’ retirement system.
The governor shall appoint two trustees from a list of nominees submitted by employers in the
retirement systems. The governor shall appoint one additional trustee from a list of nominees
submittedby the other seven trustees. The commissioner of revenue serves as a trustee.

(c) The appointed and elected trustees shall serve for staggered terms of four years and
may be reappointed or reelected to the board.

(d) The governor may, by written notice to the trustee, remove an elected or appointed
trustee who cannot perform the normal duties associated with the trustee position due to mental
or physical incapacitation, who is convicted of a felony, who commits an act that under state law
constitutes a felony or a misdemeanor that is incompatible with service on the board, or who fails
to comply with AS 37.10.230. After a trustee receives written notice of removal from the
governor, the trustee; may not participate in board business and may not be counted for purposes
of establishing a quorum.

(e) A vacancy on the board of trustees shall be promptly filled in the same manner as
the seat was originally filled. A person filling a vacancy holds office for the balance of the
unexpired term of the person’s predecessor. A vacancy on the board does not impair the
authority of a quorum of the board to exercise all the powers and perform all the duties of the
board.

(f) The board of trustees shall annually elect a chair from among its members.

(9) Five trustees constitute a quorum for the transaction of business and the exercise of
the powers and duties of the board.

(h) A trustee may not designate another person to serve on the board in the absence of
the trustee.

(i) Trustees shall participate in financial education training.
Sec. 37.10.220. POWERS AND DUTIES OF THE BOARD, (a) The board shall
(1) hold regular and special meetings at the call of the chair or of at least four

members;

CSSSSB 18(FIN) -2-
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(2) establish investment policies for the funds for which it is responsible after

2 reviewing recommendations from the investment advisory council,
3 (3 submit long-range and quarterly investment reports to the Legislative Budget
4 and Audit Committee;
5 (4) report to the governor, the legislature, and employers participating in the
6 retirement systems by the first day of each regular legislative session concerning the investment
7 of funds for which the corporation is responsible including financial and investment policies
8 established by the board and enclose a summary of the most recent performance evaluations of
9 the funds managed by the corporation;
10 (5) contract with external performance evaluators to review the performance of
11 each fund for which the corporation is responsible and report each year on the fund’s condition
12 to the board of trustees and to the other appropriate boards;
13 (6) engage independent certified public accountants to prepare an annual audit of
14 each of the funds for which the corporation is responsible and to report to the board with the

—
w

results of the audit;

116 (7) advise the commissioner of administration concerning the investment of funds

17 held under the state deferred compensation program.

18 (b) The board may

19 (1) employ outside investment advisors to review investment policies and make

20 recommendations to the board;

21 (2) employ legal counsel;

EZZ (3) enter into an agreement with the manager of another state fund to assume

23 fiduciary, administrative, or management responsibilities for investing the other state fund;

24 (4) do all acts necessary, convenient, or desirable to carry out the powers

5 expressly granted or necessarily implied in this chapter.

/i26 Sec. 37.10.230. CONFLICTS OF INTEREST, (a) Trustees, the executive director,

27 investment officers, and other fiduciaries who are employees of the corporation are subject to the

28 provisions of AS 39.50. The board may designate other employees who are also subject to the

29 provisions of AS 39.50.

30 (b) If a trustee, officer, or employee of the corporation acquires, owns, or controls an

31 interest, direct or indirect, in an entity or project in which assets under the control of the
-3- CSSSSB 18(FIN)
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corporation are invested, the trustee, officer, or employee 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. The board shall adopt regulations to restrict
trustees, officers, and employees from having a substantial interest in an entity or project in
which assets under the control of he corporation are invested.
(c) Failure to comply with the requirements of this section or regulations enacted under
it is grounds for termination of employment

Sec. 37.10.240. REGULATIONS. The board may adopt regulations under the Admin-
istrative Procedure Act (AS 44.62) to implement AS 37.10.210 - 37.10.390.

Sec. 37.10.250. COMPENSATION OF TRUSTEES. Trustees, other than trustees who
are employees of the state or a political subdivision of the state, receive an honorarium of $150
for each day spent at a meeting of the board or at a meeting of a subcommittee of the board or
at a public meeting as a representative of the board. Trustees who are state employees are
entitled to administrative leave for service as a trustee. Trustees who are employees of a political
subdivision of the state are entitled to leave benefits provided by their employers comparable to
those provided to state employees for service as a trustee. Trustees are entitled to per diem and
travel expenses authorized for boards and commissions under AS 39.20.180.

Sec. 37.10.260. STAFF, (@ The board shall employ an executive director. The
executive director must be qualified by training and experience to manage, administer, and direct
the investment of funds. The board shall fix the compensation of the executive director and other
employees. The executive, administrative, and investment functions of the board are vested in
the executive director who serves under the supervision of the board. With approval of the
board, the executive director may appoint employees of the corporation as necessary.

(b) The board shall adopt regulations that restrict the executive director, investment
directors, other officers, and employees from having financial interest, directly or indirectly, in
firms or corporations that provide services to the corporation. Officers and employees of the
corporation are subject to AS 39.52.

(c) The executive director and each investment director shall file a bond for the faithful
performance of duties in the amount and with the sureties as required by the board.

(d) Officers and employees of the corporation are members of the exempt service under
AS 39.25.110.

4-
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(e) A deed, contract, or other document that must be executed by or on behalf of the
corporation shall be signed by the executive director.

Sec. 37.10.270. INVESTMENT ADVISORY COUNCIL, (a) The board shall appoint
an investment advisory council composed of at least three and not more than five members.
Members of the council shall possess experience and expertise in financial investments and
management of investment portfolios for public, corporate, or union pension benefit funds,
foundations, or endowments.

(b) Members of the council serve at the pleasure of the board for staggered terms of three
years.

(c) The board shall establish the compensation of members of the council. Members of
the council are entitled to per diem and travel expenses authorized for boards and commissions
under AS 39.20.180.

(d) The council shall

(1) review the investments made by the board;

(2) make recommendations to the board concerning the board’s investment
policies, investment strategy and investment procedures;

(3) advise the board on selection of performance consultants, auditors, and on the
form and content of annual reports;

(4) provide other advice as requested by the board.

(e) With approval of the board, the council may contract with other state agencies to
provide investment advice.

Sec. 37.10.280. INSURANCE. The corporation shall protect trusteed assets and its own
assets, services, and employees by purchasing insurance or providing for self-insurance retention
in amounts recommended by the executive director and approved by the board to cover the acts,
including fiduciary acts, errors, and omissions of its board members, officers, employees, and
agents. Insurance must protect the corporation and the state from liability to others and from loss
of trusteed assets and assets of the corporation.

Sec. 37.10.290. EXEMPTION FROM TAXATION. The corporation and all properties
at any time owned by it, managed by it, or held by it in trust, and the income from those
activities, are exempt from all taxes and assessments in the state. All security instruments issued

by the corporation and income from them are exempt from all taxes and assessments in the state,

_ -5- CSSSSB 13(FIN)
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including transfer taxes.

Sec. 37.10.300. SURETY FOR DEPOSITS WITH BANKS. Banks, trust companies,
savings banks, other persons canying on a banking business, and other financial institutions, are
authorized to give sureties to the corporation. The sureties shail be approved by the corporation
to the effect that the banks or financial institutions shall faithfully keep and pay over to the order
of or upon the warrant of the corporation or its authorized agent all money deposited with them
by the corporation and agreed interest, at the times or upon the demands agreed on with the
banks or financial institutions. In lieu of these sureties, a depository bank or other financial
institution shall deposit with the corporation or its authorized agent or a trustee as collateral,
securities approved by the corporation. The deposits of the corporation may be evidenced by
agreements in the form and upon the terms and conditions that are agreed upon by the
corporation and the depository banks or financial institutions.

Sec. 37.10.310. LIMITATIONS. The corporation may not engage in commercial banking
activity or private trust activity. The corporation may not act as a depository or trustee for a
private person, association, or corporation. The corporation may not act as a lender to a private
person, association, or corporation of money from any source except state funds under
management by the corporation.

Sec. 37.10.320. LIABILITY. A liability incurred by the corporation shall be satisfied
exclusively from the assets or revenue of the corporation and a creditor or other person may not
have a right of action against the state because of a debt, obligation, or liability of the
corporation. A liability of the corporation may not be satisfied from trust assets unless expressly
authorized by law.

Sec. 37.10.390. DEFINITIONS. In AS 37.10.210 - 37.10.390, unless the context
otherwise requires,

(1) "board™ means the board of trustees of the corporation;

(2) "corporation™ means the Alaska State Pension Corporation;

(3) ‘retirement systems™ means the teachers’ retirement system, the judicial
retirement system, the Alaska National Guard and Alaska Naval Militia retirement system, and

the public employees’ retirement system.

* Sec. 2. AS 06.05.025 is amended by adding a new subsection to read:

(d) At the request of the board of trustees of the Alaska State Pension Corporation or of

CSSSSB 18(FIN) -6-
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the legislative auditor, the department shall make an examination of the corporation under this
section.
"Sec. 3. AS 14.25.035(d) is amended to read:

(d) The commissioner of administration shall report to the board concerning the conditi
and administration of the system. The reports shall be distributed to the members of the system.
The Alaska State Pension Corporation [COMMISSIONER OF REVENUE] shall provide
reports to the board on the condition and investment performance of the teachers’ retirement trust
fund including a summary of an annual external performance review.

Sec. 4. AS 14.25.180 is amended to read:

Sec. 14.25.180. MANAGEMENT AND INVESTMENT OF FUND, (a) The Alaska
State Pension Corporation [COMMISSIONER OF REVENUE] is the [TREASURER OF THE
SYSTEM AND THE] fiduciary of the fund. In managing the fund, the Alaska State Pension
Corporation [COMMISSIONER OF REVENUE] shall

(1) consider the status of the fund’s investments and the system’s liabilities on
both a current and a probable future basis;

(2) determine the appropriate investment objectives for the fund;

(3) establish investment policies aimed at achieving the objectives; and

(4) act only in regard to the best financial interests of the system’s beneficiaries.

(b) The Alaska State Pension Corporation [COMMISSIONER OF REVENUE] may
invest the fund on the basis of probable total rate of return without regard to the distinction
between principal and income or to the generation of income.

(c) In carrying out investment duties under this chapter, the Alaska State Pension
Corporation [COMMISSIONER OF REVENUE] has the same powers and duties in regard to
the teacher’s retirement trust fund as are provided in AS 37.10.071, except that the standard of
prudence that the corporation [COMMISSIONER] must obey under AS 37.10.071(c) shall be
in regard to the management of large trust investments rather than large investments.

Sec. 5. AS 22.25.048(c) is amended to read:

() The Alaska State Pension Corporation [COMMISSIONER OF REVENUE] is tr
[TREASURER OF THE SYSTEM AND THE] fiduciary of the fund and has the same powers
and duties under this section in regard to the judicial retirement trust fund as are provided in

AS 14.25.180.

. -7- CSSSSB 18(FIN)
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1  *Sec. 6. AS 26.05.228(c) is amended to read:
"2 (c) The Alaska State Pension Corporation [COMMISSIONER OF REVENUE] is the
I;j 3 [TREASURER OF THE SYSTEM AND THE] fiduciary of the fund and has the same powers
4 and duties under this section in regard to the fund as are provided under AS 14.25.180.

|
5 *Sec. 7. AS 36.30.850(b)(15) is amended to read:

i 6 (15) acontract that is a delegation, in whole or in part, of investment powers held
j 7 by the commissioner of revenue under [AS 14.25.180,] AS 14.40.400, AS 14.42.200,14.42.210,
| 8 AS 18.56.095, [AS 22.25.048, AS 26.05.228,] AS 37.10.070, 37.10.071, or AS 37.14 [, or
i 9 AS 39.35.0801];

IO * Sec. 8. AS 36.30.990(1) is amended to read:

ill (1) Tagency"

i;12 (A) means a department, institution, board, commission, division,
|13 authority, public corporation, the Alaska Pioneers’ Home, or other administrative unit of
[14 the executive branch of state government;

,15 (B) does not include

!j!|6 (i) the University of Alaska;

17 (if) the Alaska State Housing Authority;

18 (iii) the Alaska Railroad Corporation;

5I9 (iv) the Alaska Housing Finance Corporation;

20 (v) a regional Native housing authority created under
!f21 AS 18.55.996, or a regional electrical authority created under AS18.57.020; or
_|22 (vi) the Alaska State Pension Corporation;

Ei23 * Sec. 9. AS 37.05.146 is amended to read:

24 Sec. 37.05.146. DEFINITION OF PROGRAM RECEIPTS. InAS 37.05.142 - 37.05.146
'25 and AS 37.07.080 "'program receipts” means fees, charges, income earned on assets, andother
126 state money received by a state agency in connection with the performance of itsfunctions; all
!I!27 program receipts except the following are general fund program receipts:

|128 (1) federal receipts;

29 (2) University of Alaska receipts (AS 14.40.491);

30 (3) individual, foundation, or corporation gifts, grants, orbequests that by their
;31 terms are restricted to a specific purpose;

i CSSSSB 18(FIN) -8-
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(4) receipts of the following funds:

(A) highway working capital fund (AS 44.68.210);

(B) correctional industries fund (AS 33.32.020);

(C) loan funds;

(D) international airport revenue fund (AS 37.15.430);

(E) funds managed by the Alaska State Housing Authority (AS 18.55.020),
the Alaska Housing Finance Corporation (AS 18.56.020), the Medical Indemnity
Corporation of Alaska (AS 21.88.020), the Alaska Railroad Corporation (AS 42.40.010),
the Municipal Bond Bank Authority (AS 44.85.020), or the Alaska Industrial
Development and Export Authority (AS 44.88.020);

(F) fish and game fund (AS 16.05.100);

(G) school fund (AS 43.50.140);

(H) training and building fund (AS 23.20.130);

() recrement funds (AS 14.25, AS 22.25, AS 26.05.222, AS 39.35, and
former AS 39.37);

(J) permanent fund (art. 1X, sec. 15, Alaska Constitution);

(K) public school trust (AS 37.14.110);

(L) second injury fund (AS 23.30.040);

(M) fishermen’s fund (AS 23.35.060);

(N) FICA administration fund (AS 39.30.050)j,

(O) receipts of the employee benefits program established
AS 39.30.150 - 39.30.180:

(P) receipts of the deferred compensation program established under
AS 39.45.

Sec. 10. AS 37.10.071 is amended to read:
Sec. 37.10.071. INVESTMENT POWERS AND DUTIES, (a) In making investments
under this section, the fiduciary of a state fund [COMMISSIONER OF REVENUE] shall
(1) act as official custodian of cash and investments by securing adequate and safe
custodial facilities for them;
(2) receive all items of cash and investments;

(3) collect and deposit the principal of and income from owned or acquired

_ -9- CSSSSB 18(FIN)
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investments;

(4) invest and reinvest the assets in accordance with this section;

(5) receive and spend appropriadons to cover the cost of the exercise of duties
under this section;

(6) exercise the powers of an owner with respect to the assets;

(7) perform all acts, not prohibited by this section, whether or not expressly
authorized, that the fiduciary [COMMISSIONER] considers necessary or proper in administering
the assets;

(8) maintain accounting records in accordance with generally accepted
[INVESTMENT] accounting principles;

(9) engage an independent certified public accountant to conduct an annual audit
of the financial condition and investment transactions;

(10) enter into and enforce contracts.or agreements considered necessary,
convenient, or desirable for the investment purposes of this section; and

(11) when choosing to acquire or dispose of investments, secure competitive
national or international market rates or prices, or the equivalence of those rates or prices in the
judgment of the fiduciary [COMMISSIONER].

(b) Under this section, the fiduciary of a state fund or the fiduciary’s
[COMMISSIONER OR THE COMMISSIONER’S] designee may

(1) delegate investment, custodial, or depository authority on a discretionary or
nondiscretionary basis to officers or employees of the state or to independent firms, banks,
financial institutions, or trust companies, by designation through appointments, contracts, or
letters or authority;

(2) acquire or dispose of investments either directly, indirectly, or through
investment pools or trusts, by competitive or negotiated agreements, contracts, or auctions, in
public or private markets;

(3) concentrate or diversify investments as the fiduciary [COMMISSIONER]
considers appropriate to increase the probable total rate of return or to decrease the overall
exposure to potentially adverse market value risks;

(4) protect the market value or the rate of return of the investments by entering

into forward agreements to buy or sell assets at a future date as a hedge against existing held
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assets or as a precommitment of future cash flows;

(5) lend assets, under an agreement and for a fee, against deposited collateral of
equivalent market value;

(6) borrow assets on a short-term basis, under an agreement and for a fee, against
the deposit of collateral consisting of other assets in order to accommodate temporary cash or
investment needs;

(7) hold investments in bearer or registered form in the name of the state, a fund,
or nominees authorized by the fiduciary [COMMISSIONER];

(8) utilize consultants, advisors, custodians, investment services, and legal counsel
for assistance in investment matters on either a continuing or a limited-term basis and with or
without compensation;

(9) declare records to be confidential and exempt from AS 09.25.110 and
09.25.120 if the records contain information that discloses the particulars of the business or the .
affairs of a private enterprise, investor, borrower, advisor, consultant, counsel, or manager.

(c) In exercising investment, custodial, or depository powers or duties under this section,
the fiduciary of a state fund [COMMISSIONER] shall exercise the judgment and care under
the circumstances then prevailing that an institutional investor of ordinary professional prudence,
discretion, and intelligence exercises in managing large investments with consideration for the
purpose of the fund, the investment objectives, the continuing disposition of the fund’s invest-
ments, and the probable safety of the capital as well as the probable investment returns. With
respect to the Alaska State Pension Corporation, the fiduciaries of the corporation shall
apply the prudent investor rule and exercise their fiduciary duty in the sole financial best
interest of the funds entrusted to them and of the beneficiaries of those funds. The trustees
may not make or authorize investment decision? or the voting of shares for a purpose other
than the sole financial best interest of the funds or beneficiaries.

(d) Inexercising investment, custodial, or depository powers or duties under this section,
the fiduciary or the fiduciary’s [COMMISSIONER OR A] designee [OF THE
COMMISSIONER] is liable for a breach of a duty that is assigned or delegated under this
section, or under AS 14.25.180, AS 14.40.400(b), AS 37.10.070, AS 37.14.110(c), 37.14.160,37..-
14.170, or AS 39.35.080. However, the fiduciary or the [COMMISSIONER OR THE
COMMISSIONER’S] designee is not liable for a breach of a duty that has been delegated to
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another person if the delegation is prudent under the applicable standard ofprudence set out in
statute or if the duty is assigned by law to another person, except to the extent that thefiduciary
[COMMISSIONER] or designee

(1) knowingly participates [PARTICIPATE] in, or knowingly undertakes to
conceal, an act or omission of another person, knowing that the act or omission is a breach of
that person’s duties under this chapter;

(2) by failure to comply with this section in the administration of specific
responsibilities, enables another person to commit a breach of duty; or

(3) has knowledge of a breach of duty by another person, unless the fiduciary
[COMMISSIONER] or designee makes reasonable efforts under the circumstances to remedy the
breach.

(e) The state shall defend and indemnify the fiduciary [COMMISSIONER] or an officer
or employee of the state against liability under (d) of thissection to the extent that the alleged
act or omission was performed in good faith and was prudentunder theapplicable standard of
prudence.

(f) In this section, " fiduciary of a state fund' or ”fiduciary" ["COMMISSIONER OF
REVENUE"™ OR "COMMISSIONER'] means

(1) the commissioner of revenue for investments under [AS 14.25.180 OR]

AS 37.10.070; [OR]
(2) with respect to the Alaska State Pension Corporation, for investments

under AS 14.25.180,
(A) each trustee who serves on the corporation’s board of directors;
(B) each officer of the corporation; and
(C) any other person who exercises control or authority with respect
to management or disposition of assets held bv the corporation or who gives
investment advice to the corporation; or
£3} the person or body provided by law to manage the investments, for
investments not subject to AS 14.25.180 or AS 37.10.070.
* Sec. 11. AS 39.25.110(11) is amended by adding a new subparagraph to read:
(G) Alaska State Pension Corporation;

* Sec. 12. AS 39.30 is amended by adding a new section to read:
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Sec. 39.30.175. INVESTMENT OF BENEFIT PROGRAM RECEIPTS. The State
Pension Corporation is the fiduciary of the receipts of the employee benefits program established
under AS 39.30.150 - 39.30.180 and has the same powers and dudes concerning the management
and investment in regard to those receipts as are provided under AS 14.25.180.

ISec. 13. AS 39.35.020 is amended to read:

Sec. 39.35.020. ADMINISTRATION. The commissioner of administration is responsible
for the administration of the system and for carrying out this chapter. In addition the
commissioner shall

(1) maintain the accounts of the system;

(2) make payments for the various purposes specified;

(3) submit periodic reports or statements of account that are needed;

(4) issue astatement of account to an employee requesting it showing the amount
of the employee’s contributions to the system;

(5) as soon as possible after the close of each fiscal year, and not later than six
months after the close of each fiscal year, send to the governor, the legislature, and the board an
annual statement on the operations of the system containing

(A) a balance sheet;

(B) a statement of income and expenditures for the year,

(C) areport on an actuarial valuation of its assets and liabilities;

(D) asummary of assets held in the pension fund listed by the categories
of investment, as provided by the Alaska State Pension Corporation [COMMISSIONER

OF REVENUE];

(E) other statistical financial data that are necessary for a proper
understanding of the financial condition of the system and the result of its operations;

(6) establish a public employees retirement trust fund in which the assets of the
system shall be deposited and held;

(7) engage an independent certified public accountant to conduct an annual audit
of the system’s accounts and the annual report of the system’s financial condition and activity;

(8) report to the board concerning the condition and administration of the system
and distribute the report to the members of the system.

Sec. 14. AS 39.35.080 is amended to read:
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Sec. 39.35.080. DUTIES OF THE ALASKA STATE PENSION CORPORATION
[COMMISSIONER OF REVENUE], The Alaska State Pension Corporation
[COMMISSIONER OF REVENUE] is the [TREASURER OF THE SYSTEM AND THE]
Fiduciary of the fund. The corporation [COMMISSIONER] has the same powers and duties
established under this chapter in regard to the fund as are provided in AS 14.25.035(d) and
14.25.180.

* Sec. 15. AS 39.45.030 is amended by adding a new subsection to read:

(c) Before investing the funds held under the state deferred compensationprogram, the
administrator of the program shall consult with the Alaska State Pension Corporation. The
commissioner shall reimburse the corporation for the cost of providing the advice.

* Sec. 16. AS 39.50.200(b) is amended by adding a new paragraph to read:

(52) Alaska State Pension Corporation (AS 37.10.210).

* Sec.17. AS 44.25.020 is amended to read:

Sec. 44.25.020. DUTIES OF DEPARTMENT. The Department of Revenue shall

(1) enforce the tax laws of the state;

(2) collect, account for, have custody of, invest, and manage allstate funds and
all revenues of the state except revenues incidental to a program of licensing and regulation
carried on by another state department and funds managed and invested by the Alaska State
Pension Corporation;

(3) register cattle brands;

(4) supply necessary clerical and administrative services for the Alcoholic
Beverage Control Board; and

(5) invest and manage the balance of the powerdevelopment fund in accordance
with AS 44.83.386.

* Sec. 18. TRANSITION. All litigation, hearings, investigations, and other proceedings pending
under a law amended or repealed by this Act, or in connection with functions transferred by this Act,
continue in effect and may be continued and completed notwithstanding a transfer, amendment, or repeal
provided for in this Act. Orders and regulations issued or adopted under authority of a law amended
or repealed by this Act remain in effect for the term issued, or until revoked, vacated, or otherwise
modified under the provisions of this Act All contracts, rights, liabilities and obligations created by or

under a law amended or repealed by this Act, and in effect on the effective date set out in sec. 21 of this
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« 1 Act, remain in effect notwithstanding this Act’s taking effect. Records, equipment, and other property
1
i 2 of agencies of the state whose functions are transferred under this Act shall be transferred commensurate

I3with the provisions of this Act
I* * sec. 19, ORGANIZATION OF TRUSTEES, (a) Notwithstanding AS 37.10.210(c), enacted by
|| 5 sec. 1of this Act, the initial terms of the members, other than the commissioner of revenue, of the board

i
6 of trustees of the Alaska State Pension Corporation shall be as follows:

7 (1) one elected member and one appointed member shall serve terms of four years;
| 8 (2) one elected member shall serve a three-year term;
|9 (3) one elected member and one appointed member shall serve terms of two years;
10 (4) one elected member and one appointed member shall serve one-year terms.

11 (b) The board of trustees of the Alaska State Pension Corporation may hold organizationa
12 meetingsas soon as a quorum of the board has been appointed to or selected for the board.

"‘3 * sec. 20, AS 37.10.210 and 37.10.230 - 37.10.390, enacted by sec. 1 of this Act, and sec. 19 of this
I|r|4 Act take effect July 1, 1991.

15 > sec. 21, Except as provided in sec. 20 of this Act, this Act takes effect on the earlier of July 1,
16 1992, or the date established by resolution of the board of trustees of the Alaska State Pension
17 Corporation for the transfer to it of securities and assets of the retirement funds. The board shall

[
18 promptly provide the revisor of statutes and the lieutenant governor with a copy of this resolution.
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1/23/92
By Senator Pourchot

COMPARISON OF CSSB 329 AND SB 18
PENSION FUND MANAGEMENT

Senate Bill 18, which -established the Alaska State Pension
Corporation, passed both bodies 1in 1991 and was vetoed by the
Governor. SB 329 was drafted in cooperation with the Department of
Revenue and the Department of Administration and incorporates many
of the concepts that were included in SB 18. The major differences
between the two bills are listed below.

SB 329 ESTABLISHES A BOARD OF TRUSTEES WHICH DIRECTS THE DEPARTMENT
OF REVENUE IN THE MANAGEMENT AND INVESTMENT OF PENSION FUNDS.

SB 329 does not establish a separate corporation, as was
proposed in SB 18. Elimination of the corporate concept altered
language in several areas of the bill. SB 329 does not contain any
Brov!5|ons for an executive director, corporate exempt employees,

anking examination, or holding of assets. SB 329 does contain a
new provision that allows the Commissioner of Revenue to designate
employees who are subject to conflict of interest and whose farlure
to comply would be grounds for termination.

SE %6%DéDDS DEFERRED COMPENSATION FUNDS TO THE PREVIOUS SB 18 LIST

The Board of Trustees in SB 329 will manage the funds of the
following systems: PERS, TRS, Judicial, Military, SBS and Deferred
Compensation. Provisions have been added that require the Board to
consult with the Deﬁartment of Administration prior to making any
changes to either the SBS or the Deferred Compensation prograns.
The Board 1is also required to develop contlngency plans for
Eotentlal_carrler investment problems for both SBS and Deferred
ompensation.

SB 329 ALTERS CURRENT SBS AND DEFERRED COMPENSATION STATUTES BY
CONVEYING FIDUCIARY POWERS TO THE BOARD AND ALLOWING FOR, BUT NOT
REQUIRING, PARTICIPANT DIRECTED INVESTMENT PROGRANS.

The current statutory Deferred Compensation "laundry list"
of authorized investments has been deleted to allow the Board to
set the investment strategy. The language 1is the same as that
proposed for the SBS funds. Both provisions allow for a participant
directed plan and if chosen, clarifies the liability limits of the
fiduciary for losses due to the individual’s exercise of control.



BOARD COMPOSITION: ]

SB 329 establishes an eight member Board, four elected and
four a£§0|nted. The elected members are 1 PERS/S8S, 1 PERS, 2 TRS.
The PERS and TRS Boards are empowered to set regulations concerning
election and removal of the PERS/TRS board members. The Governor
appointed members are: Commissioner of Revenue and three members
who have 1investment experience, with at [least one of these
representing a non-state employer. The Governor may remove the
agp0|nted members for cause. The nine member bhoard composition in
SB 18 was more exacting in eligibility for both elected and
appointed members and contained specific reasons for removal.

BOARD REQUIREMENTS: ) o ) )

In addition to the duties and responsibilities listed in SB
18, SB 329 requires that the Board shall: )
1. Develop and present a budget to DOR, OMB andthe Legislature
2. Review every two years, the actuarial earnings assumption for
each fund and report to the appropriate boards and agencies
3. Adopt procurement regulations that include public notice
requirements and emergency procedures
4.Select and monitor external investment managers
5. Meet annually with the PERS and TRS board andtheDeﬁartment of
Administration to review benefit administration of each systen.



O ffered to the Senate Finance Committee by Senator Pourchot

TO: CS SS SB 18

Page 2, Line 11:

(d) The governor may remove an elected or appointed trustee (FOR
JUST CAUSE) who cannot perform the normal duties associated with

the trustee position due to mental or physical incapacitation.
(INCLUDING) who is convicted of a felony, who commits an act that
under Alaska State law constitutes a misdemeanor that is

incompatible with service on the board (INCLUDING) or

Rationale: Deleting the undefined term "just cause"™ and replacing
it with specific reasons for removal, allows the governor to
prudently remove a trustee who is not capable of performing his/her
duties or who is involved in criminal activity but eliminates
removal for political purposes only.



AMENDMENT #2

O ffered to the Senate Finance Committee by Senator Pourchot

TO: CS SS SB 18

(PROVIDE FOR ACTUARIAL VALUATIONS OF THE RETIREMENT SYSTEMS AND
OTHER ENTITIES WHOSE FUNDS THE BOARD MANAGED:;)

Renumber sub-sections accordingly.

Rationale: Responsibility for actuarial valuations is currently in
the retirement system statutes. Language was originally placed in
the bill to allow the corporation to provide actuarial valuations
i f responsibilities for benefits administration were to be
incorporated with investment responsibilities. The "integration of
responsibilities”™ language has been removed in the CS, therefore
this language should be deleted as well.



AMENDMENT #3

O ffered to the Senate Finance Committee by Senator Pourchot

TO: CS SS SB 18

Page 6, Line 3
or (BANKING) financial institutions

Page 6, Line 5
or (BANKING) financial institutions

Page 6, Line 6
other (BANKING) financial institutions

Page 6, Line 10
or (BANKING) financial institutions

Page 10, Line 20
trust companies, financial institutions, by designation through
appointments, contracts, or letters of authority;

Rationale: Broadening the term from "banking" institution to
"financial"” institution clarifies that it is not the intent of this
legislation to restrict the corporation from utilizing any
financial institution's services if the institution meets the

standards under the Prudent Investor Rule.



AMENDMENT # 4

O ffered to the Senate Finance Committee by Senator Pourchot

TO: CS SS SB 18

Page 5, Line 5

(PORTFOLIO MANAGEMENT) management of investment portfolios for
public, corporate, or union pension benefit funds, foundations or

endowments.

Rationale: The effect of this would be to eliminate persons who
have experience only as consultants, advisers, analysts, brokers,
and persons who have only managed personal or private portfolios

of individuals. Requiring Advisory Council members to meet the
gualifications listed in the amendment meets the standard of
prudence required of fiduciaries of large funds but is not so
restrictive that it eliminates the possibility of in-state

professionals serving on the Council.
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CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 18 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): SENATORS POURCHOT, Sturgulewski, Duncan, Collins

A BILL

FOR AN ACT ENTITLED

=T
1 "An Act establishing the Alaska State Pension Corporation; relating to management and
2 investment of state pension funds and other state funds; and providing for an effective
3 date.”
4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

C. Pxmalls

5  * Section 1. AS 37.10 is amended by adding new sections to read:
6 ARTICLE 5. ALASKA STATE PENSION CORPORATION.
7 v Sec-37.10.210. ALASKA STATE PENSION CORPORATION, (a) There is established
8 Alaska State Pension Corporation. The corporation is a public corporation in the Department
9 of Revenue managed by a board of trustees. The purpose of the corporation is to provide
10 professional management and investment of state pension funds and of other state funds upon
11 agreement with the managers of those funds.
12 (b) The board consists of eight trustees. Four of the trustees shall be elected by the
li. members of the retirement systems. Nominations may be made by the teachers’ retirement board,
14V- the public employees’ retirement board, or by petition signed by at least 10 persons eligible to
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vote in the election. One of the elected trustees must be an active member of the public

2 employees’ retirement system who is participating in the supplemental benefits program under
3~~~ AS 39.30.150 - 39.30.180, one must be receiving a benefit from the public employees’ retirement
4 Mgystem, one must be an active member of the teachers’ retirement system, and one must be
receiving a benefit from a retirement system other than the public employees’ retirement system,

e governor shall appoint two trustees from a list of nominees submitted by employers in the

7 Ao'*retirement systems.  The governor shall appoint one additional trustee from a list of nominees
m e X

submitted by the other seven trustees. The commissioner of revenue serves as a trustee.

mre (c) The.appointed.and elected. trustees..shall.serve. for.staggered -terms..of..four years and

10® may be reappointed or reelected to the board. A .

11 \* (d) The governor may remove an elected or appointed trustee fOI‘ljcl:JEt cause,/{ncluding

12 failure to comply with AS 37.10.230, by written notice to the trustee. After a trustee receives

13 written notice of removal from the governor, the trustee may not participate in board business

14 and may not be counted for purposes of establishing a quorum.

15 (e) A vacancy on the board of trustees shall be promptly filled in the same manner as

16 the seat was originally filled. A person filling a vacancy holds office for the balance of the

17 unexpired term of the person’s predecessor. A vacancy on the board does not impair the

18 authority of a quorum of the board to exercise all the powers and perform all the duties of the

19 board.

20 (f) The board of trustees shall annually elect a chair from among its members.

21 (9) Five trustees constitute a quorum for the transaction of business and the exercise of

22 Oothe powers and duties of the board.

23 (h) A trustee may not designate another person to serve on the board in the absence of

24 © the trustee.

25 N (i) Truste shall participate in financial education training.

26 Sec. 37.10.220. POWERS AND DUTIES OF THE BOARD, (a) The board shall

217 n (1) hold regular and special meetings at the call of the chair or of at least four

28 members;

29 gn A (2) establish investment policies for the funds for which it is responsible after

30 reviewing recommendations from the investment advisory council;

31 Y "IOt d\\ o (3) submit long-range and quarterly investment reports to the Legislative Budget
CSSSSB 18(FIN) -2-
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1 and Audit Committee;
2 N report t0 N g°vernor’ the legislature, and employers participating in the
3 retirement systems by the first day of each regular legislative session concerning the investment
4 of funds for which the corporation is responsible including financial and investment policies
5 established by the board and enclose a summary of the most recent performance evaluations of
6 the funds managed by the corporation;
7 (5) contract with external performance evaluators to review the performance of
8 each fund for which the corporation is responsible and report each year on the fund’s condition
9 to the board of trustees and to the other appropriate boards;
10 (6) engage independent certified public accountants to prepare an annual audit of
11 each of the funds for which the corporation is responsible and to report to the board with the
12 results of the audit;
(7) advise the commissioner of administration concerning the investment of funds
14 held under the state deferred compensation program.
15 (b) The board may
16 (1) employ outside investment advisors to review investment policies and make
17 recommendations to the board;
is (2) employ legal counsel;
(3) enter into an agreement with the manager of another state fund to assume
20 fiduciary, administrative, or management responsibilities for investing the other state fund;
21 }P W  provide for actuarial valuations of the retirement systems and other entities
\Nnh2 2 whose funds the board manages;
At»oh 23 (5) do all acts necessary, convenient, or desirable to carry out the powers
ViPo 24 expressly granted or necessarily implied in this chapter.

Sec. 37.10.230. CONFLICTS OF INTEREST, (a) Trustees, the executive director,
26 "“investment officers, and other fiduciaries who are employees of the corporation are subject to the
27 -0  vprovisions of AS 39.50. The board may designate other employees who are also subject to the
28""~provisions of AS 39.50.
29 o*1 (b) If a trustee, officer, or employee of the corporation acquires, owns, or controls an
30 interest, direct or indirect, in an entity or project in which assets under the control of the

31 “u”*corporation are invested, the trustee, officer, or employee shall immediately disclose the interest

3
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1 to the board. The disclosure is a matter of public record and shall be included in the minutes
2 of the board meeting next following the disclosure. The board shall adopt regulations to restrict
3 trustees, officers, and employees from having a substantial interest in an entity or project in
4 which assets under the control of the corporation are invested.

5 (c) Failure to comply with the requirements of this section or regulations enacted under

6 it is grounds for termination of employment

7 A"Nfunn~bNSec. 37.10.240. REGULATIONS. The board may adopt regulations under the Admin-

8 Ptstrative Procedure Act (AS 44.62) to implement AS 37.10.210 - 37.10.390.

9 Sec. 37.10.250. COMPENSATION OF TRUSTEES. Trustees, other than trustees who
10 are employees of the state or a political subdivision of the state, receive an honorarium of $150

I'1¥ ° *o~or each day spent at a meeting of the board or at a meeting of a subcommittee of the board or

2n at a public meeting as a representative of the board. Trustees who are state employees are

13 entitled to administrative leave for service as a trustee. Trustees who are employees of a political

14 subdivision of the state are entitled to leave benefits provided by their employers comparable to

15 those provided to state employees for service as a trustee. Trustees are entitled to per diem and

16v" travel expenses authorized for boards and commissions under AS 39.20.180.

17 MON  Sec. 37.10.260. STAFF, (a) The board shall employ an executive director. The

18 1;(\:SP;c3\'b§;<ecutive director must be qualified by training and experience to manage, administer, and direct
19 the investment of funds. The board shall fix the compensation of the executive director and other
20 employees. The executive, administrative, and investment functions of the board are vested in

21 the executive director who serves under the supervision of the board. With approval of the

2 2 board, the executive director may appoint employees of the corporation as necessary.
23 (b) The board shall adopt regulations that restrict the executive director, investment

24 cYV*5 directors, other officers, and employees from having financial interest, directly or indirectly, in

25 firms or corporations that provide services to the corporation. Officers and employees of the
26 corporation are subject to AS 39.52.
217 (c) The executive director and each investment director shall file a bond for the faithful

28 mormance of duties in the amount and with the sureties as required by the board.

\
29 \U> (d) Officers and employees of the corporation are members of the exempt :ervice under

30 ~ AS 39.25.110.
31 £\c. (e) A deed, contract, or other document that must be executed by or or. behalf of the
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1 corporation shall be signed by the executive director.
2 Sec- 37.10.270. INVESTMENT ADVISORY COUNCIL, (a) The board shall appoint
3 ~ an investment advisory council composed of at least three and not more thaw five members.
, 4 Members of the council shall possess experience and expertise in financial investments and
management.
4 6 gpir " (b) Members of the council serve at the pleasure of the board for staggered terms of three
AT 9 years.
8 (c) The board shall establish the compensation of members of the council. Members of
9 the council are entided to per diem and travel expenses authorized for boardsand commissions
10 under AS 39.20.180.
11 (d) The council shall
12 (1) review the investments made by the board;
13 (2) make recommendations to the board concerning the board’s investment
14 policies, investment strategy, and investment procedures;
15 (3) advise the board on selection of performance consultants, auditors, and on the
16 form and content of annual reports;
17 (4) provide other advice as requested by the board.
JlA * Zgé) With approval of the board, the council may contract with other state agencies to
%8 n proovide investment advice.
20 °/0 Sec. 37.10.280. INSURANCE. The corporation shall protect trusteed assets and its own
21 5  assets, services, and employees by purchasing insurance or providing for self-insurance retention
22 in amounts recommended by the executive director and approved by the board to cover the acts,
23 including fiduciary acts, errors, and omissions of its board members, officers, employees, and
24 agents. Insurance must protect the corporation and the state from liability to others and from loss
25 of trusteed assets and assets of the corporation.
\A»ﬁx% JjY ° Sec. 37.10.290. EXEMPTION FROM TAXATION. The corporation and all properties
# A> 27 at any time owned by it, managed by it, or held by it in trust, and the income from those
K ' \v m28 activities, are exempt from all taxes and assessments in the state. All security instruments issued
fll\éjl,: 29 by the corporation and income from them are exempt from all taxes and assessments in the state,
including transfer taxes.
Ity 31y A Sec. 37.10.300. SURETY FOR DEPOSITS WITH BANKS. Banks, trust companies,
gssglor? s .
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1 savings banks, and other persons carrying on a banking business are authorized to give sureties
2 to the corporation. The sureties shall be approved by the corporation to the effect that the banks
3 or banking institutions shall faithfully keep and pay over to the order of or upon the warrant of
4 the corporation or its authorized agent all money deposited with them by the corporation and
5 agreed interest, at the times or upon the demands agreed on with the banks or banking
6 N institutions. In lieu of these sureties, a depository bank or other banking institution shall deposit

7™MV *with the corporation or its authorized agent or a trustee as collateral, securities approved by the

8 corporation. The deposits of the corporation may be evidenced by agreements in the form and
9 upon the terms and conditions that are agreed upon by the corporation and the depository banks
10 or banking institutions.
H % ~ec. 37.10.310. LIMITATIONS. The corporation may not engage in commercial banking
12 activity or private trust activity. The corporation may not act as a depository or trustee for a
13 private person, association, or corporation. The corporation may not act as a lender to a private
14 person, association, or corporation of money from any source except state funds under
15 management by the corporation.
16 Sec. 37.10.320. LIABILITY. A liability incurred by the corporation shall be satisfied
17 v' ~ exclusively from the assets or revenue of the corporation and a creditor or other person may not
18 have a right of action against the state because of a debt, obligation, or liability of the
19° corporation. A liability of the corporation may not be satisfied from trust assets unless expressly
20 authorized by law.
21 Sec. 37.10.390. DEFINITIONS. In AS 37.10.210 - 37.10.390, unless the context
22 otherwise requires,

(1) "board™ means the board of trustees of the corporation;

24 (2) ™corporation”™ means the Alaska State Pension Corporation;

25 (3) retirement systems™ means the teachers’ retirement system, the judicial
26 retirement system, the Alaska National Guard and Alaska Naval Militia retirement system, and
27 the public employees’ retirement system.

28  * Sec. 2. AS 06.05.025 is amended by adding a new subsection to read:
29 (d) At the request of the board of trustees of the Alaska State Pension Corporation or of

30 the legislative auditor, the department shall make an examination of the corporation under this

31 section.

) fc.\"/\?
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* Sec. 3. AS 14.25.035(d) is amended to read:

N . (d) The commissioner of administration shall report to the board concerning the condition
and administration of the system. The reports shall be distributed to the members of the system.
The Alaska State Pension Corporation [COMMISSIONER OF REVENUE] shall provide

repons to the board on the condition and investment performance of the teachers’ retirement trust
fund including a summary of an annual external performance review.
* Sec. 4. AS 14.25.180 is amended to read:
Sec. 14.25.180. MANAGEMENT AND INVESTMENT OF FUND, (a) The Alaska
State Pension Corporation [COMMISSIONER OF REVENUE] is the [TREASURER OF THE
SYSTEM AND THE] fiduciary of the fund. In managing the fund, the Alaska State Pension
Corporation [COMMISSIONER OF REVENUE] shall
(1) consider the status of the fund’s investments and the system’s liabilities on
both a current and a probable future basis;
(2) determine the appropriate investment objectives for the fund;
(3) establish investment policies aimed at achieving the objectives; and
(4) act only in regard to the best financial interests of the system’s beneficiaries.
(b) The Alaska State Pension Corporation [COMMISSIONER OF REVENUE] may
invest the fund on the basis of probable total rate of return without regard to the distinction
between principal and income or to the generation of income.

(c) In carrying out investment duties under this chapter, the Alaska State Pension
Corporation [COMMISSIONER OF REVENUE] has the same rowers and duties in regard to
the teacher’s retirement trust fund as are provided in AS 37.10.071, except that the standard of
prudence that the corporation [COMMISSIONER] must obey under AS 37.10.071(c) shall be
in regard to the management of large trust investments rather than large investments.

* Sec. 5. AS 22.25.048(c) is amended to read:

(c) The Alaska State Pension Corporation [COMMISSIONER OF REVENUE] is the
[TREASURER OF THE SYSTEM AND THE] fiduciary of the fund and has the same powers
and duties under this section in regard to the judicial retirement trust fun™ as are provided in
AS 14.25.180.

* Sec. 6. AS 26.05.228(c) is amended to read:
S~ (c) The Alaska State Pension Corporation [COMMISSIONER OF REVENUE] is the

-7- CSSSSU 18(FIN)
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[TREASURER OF THE SYSTEM AND THE] fiduciary of the fund and has the same powers
and duties under this section in regard to the fund as are provided under AS 14.25.180.
*Sec. 7. AS 36.30.850(b)(15) is amended to read:
p (15) acontract that is a delegation, in whole or in part, of investment powers held
by the commissioner of revenue under [AS 14.25.180,] AS 14.40.400, AS 14.42.200,14.42.210,
AS 18.56.095, [AS 22.25.048, AS 26.05.228,1 AS 37.10.070, 37.10.071, or AS 37.14 [, or
AS 39.35.080];
* Sec. 8. AS 36.30.990(1) is amended to read:
(1) "asencyM
(A) means a department, institution, board, commission, division,
authority, public corporation, the Alaska Pioneers’ Home, or otheradministrative unit of
the executive branch of state government;
(B) does not include
(i) the University of Alaska;
(if) the Alaska State Housing Authority;
(ifi) the Alaska Railroad Corporation;
(iv) the Alaska Housing Finance Corporation;
(v) a regional Native housing authority created under
AS 18.55.996, or a regional electrical authority created under AS 18.57.020; or
(vi) the Alaska State Pension Corporation;
* Sec. 9. AS 37.05.146 is amended to read:
A Sec. 37.05.146. DEFINITION OF PROGRAM RECEIPIS.In AS37.05.142- 37.05.146
p? and AS 37.07.080 ""program receipts' means fees, charges, income earned on assets, and other
state money received by a state agency in connection with the performance of itsfunctions; all
program receipts except the following are general fund program receipts:
(1) federal receipts;
(2) University of Alaska receipts (AS14.40.491);
(3) individual, foundation, or corporation gifts, grants, or bequests that by their
terms are restricted to a specific purpose;
(4) receipts of the following funds:
(A) highway working capital fund (AS 44.68.210);

CSSSSB 18(FIN) -8-
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1 (B) correctional industries fund (AS 33.32.020);
2 (C) loan funds;
3 (D) international airport revenue fund (AS 37.15.430);
4 (E) funds managed by the Alaska State Housing Authority (AS 18.55.020),
5 the Alaska Housing Finance Corporation (AS 18.56.020), the Medical Indemnity
6 Corporation of Alaska (AS 21.88.020), the Alaska RailroadCorporation (AS 42.40.010),
7 the Municipal Bond Bank Authority (AS 44.85.020), or the Alaska Industrial
8 Development and Export Authority (AS 44.88.020);
9 (F) fish and game fund (AS 16.05.100);
10 (G) school fund (A3 43.50.140);
11 (H) training and building fund (AS 23.20.130);
12 () retirement funds (AS 14.25, AS 22.25, AS 26.05.222, AS 39.35, and
13 former AS 39.37);
14 (J) permanent fund (art. IX, sec. 15, Alaska Constitution);
15 (K) public school trust (AS 37.14.110);
16 (L) second injury fund (AS 23.30.040);
17 * (M) fishermen’s fund (AS 23.35.060);
18 NN (N) FICA administration fund (AS 39.30.050)1
19 (O) receipts of the employee benefits program established under
20 ~ AS 39.30.150 - 39.30.180:
21 (P) receipts of the deferred compensation program established under
22 AS 39.45.

23  *Sec. 10. AS 37.10.071 is amended to read:
24 A~V NS e c . 37.10.071. INVESTMENT POWERS AND DUTIES, (a) In making investments
25 Jy. under this section, the fiduciary of a state fund [COMMISSIONER OF REVENUE] shall

26 (1) act as official custodian of cash and investments by securing adequate and safe
27 custodial facilities for them;
28 (2) receive all items of cash and investments;
29 (3) collect and deposit the principal of and income from owned or acquired
30 investments;
31 (4) invest and reinvest the assets in accordance with this section;

-9- CSSSSB 18(FIN)
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(5) receive and spend appropriations to cover the cost of the exercise of duties
under this section;

(6) exercise the powers of an owner with respect to the assets;

(7) perform all acts, not prohibited by this section, whether or not expressly
authorized, that the fiduciary [COMMISSIONER] considers necessary or proper in administering
the assets;

(8) maintain accounting records in accordance with generally accepted

& [INVESTMENT] accounting principles;

(9) engage an independent certified public accountant to conduct an annual audit
of the financial condition and investment transactions;

(10) enter into and enforce contracts or agreements considered necessary,
convenient, or desirable for the investment purposes of this section; and

(11) when choosing to acquire or dispose of investments, secure competitive
national or international market rates or prices, or the equivalence of those rates or prices in the

s) Jjudgment of the fiduciary [COMMISSIONER].
U) (b) Under this section, the fiduciary of a state fund or the fiduciary’s
g [COMMISSIONER OR THE COMMISSIONER’S] designee may

5 (1) delegate investment, custodial, or depository authority on a discretionary or

V) nondiscretionary basis to officers or employees of the state or to independent firms, banks, or

a trust companies, by designation through appointments, contracts, or letters or authority;

(2) acquire or dispose of investments either directly, indirectly, or through

(ngj investment pools or trusts, by competitive or negotiated agreements, contracts, or auctions, in

X public or private markets;

gr (3) concentrate or diversify investments as the fiduciary [COMMISSIONER]

0 considers appropriate to increase the probable total rate of return or to decrease the overall

E?D exposure to potentially adverse market value risks;

U (4) protect the market value or ine rate of return of the investments by entering
into forward agreements to buy or sell assets at a future date as a hedge against existing held
assets or as a precommitment of future cash flows;

(5) lend assets, under an agreement and for a fee, against deposited collateral of
equivalent market value;

CSSSSB 18(FIN) -10-
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(6) borrow assets on a short-term basis, under an agreement and for a fee, against
the deposit of collateral consisting of other assets in order to accommodate temporary cash or

investment needs;

(7) hold investments in bearer or registered form in the name of the state, a fund,

(8) utilize consultants, advisors, custodians, investment services, and legal counsel
for assistance in investment matters on either a continuing or a limited-term basis and with or

1
2
3
4
5 or nominees authorized by the fiduciary [COMMISSIONER];
6
7
8 without compensation;

9

(9) declare records to be confidential and exempt from AS 09.25.110 and

10 09.25.120 if the records contain information that discloses the particulars of the business or the
11 affairs of a private enterprise, investor, borrower, advisor, consultant, counsel, or manager.
12 Of exercising investment, custodial, or depository powers or duties under this section,

13y \&. the fiduciary of a state fund [COMMISSIONER] shall exercise the judgment and care under

14 the circumstances then prevailing that an institutional investor of ordinary professional prudence,
15 discretion, and intelligence exercises in managing large investments with consideration for the
16 purpose of the fund, the investment objectives, the continuing disposition of the fund’s invest-
17 ments, and the probable safety of the capital as well as the probable investment returns. With
18 respect to the Alaska State Pension Corporation, the fiduciaries of the corporation shall
19 apply the prudent investor rule and exercise their fiduciary duty in the sole financial best
20 interest of the funds entrusted to them and of the beneficiaries of those funds. The trustees
21 may not make or authorize investment decisions or the voting of shares for a purpose other
22 than the sole financial best interest 0 the funds or beneficiaries.
23 (d) In exercising investment, custodial, or depository powers or duties under this sectior
24 the fiduciary or the fiduciary’s [COMMISSIONER OR A] designee [OF THE
25 COMMISSIONER] is liable for a breach of a duty that is assigned or delegated under this
26 section, or under AS 14.25.180, AS 14.40.400(b), AS 37.10.070, AS 37.14.110(c), 37.14.160,37.-
27 14.170, or AS 39.35.080. However, the fiduciary or the [COMMISSIONER OR THE
28 COMMISSIONER’S] designee is not liable for a breach of a duty that has been delegated to
29 another person if the delegation is prudent under the applicable standard of prudence set out in
30 statute or if the duty is assigned by law to another person, except to the extent that the fiduciary
31 [COMMISSIONER] or designee
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1 (1) knowingly participates [PARTICIPATE] in, or knowingly undertakes to
2 conceal, an act or omission of another person, knowing that the act or omission is a breach of
3 that person’s duties under this chapter;
4 (2) by failure to comply with this section in the administration of specific
5 responsibilities, enables another person to commit a breach of duty; or
6 (3) has knowledge of a breach of duty by another person, unless the fiduciary
7 [COMMISSIONERY] or designee makes reasonable efforts under the circumstances to remedy the
S b ~yc
9 w*'w (e) The state shall defend and indemnify the fiduciary [COMMISSIONER] or an officer
10 47 & or employee of the state against liability under (d) of this section to the extent that the alleged
11 act or omission was performed in good faith and was prudent under the applicable standard of
12 prudence.
13 (f) In this section, "fiduciary of a state fund” or "fiduciary' ["COMMISSIONER OF
14 REVENUE" OR "COMMISSIONER'] means
15 (1) the commissioner of revenue for investments under [AS 14.25.180 OR]
16 AS 37.10.070; [OR]
17 (2) with respect to the Alaska State Pension Corporation, for investments
18 under AS 14.25.180,
19 V@A*l3 (A) each trustee who serves on the corporation’s board of directors;
20 /1IN (B) each officer of the corporation; and
21 Jc (C) any other person who exercises control or authority with respect
22 to management or disposition of assets held bv thecorporation or who gives
23 investment advice to the corporation; or
24 {3) the person or body provided by law to manage the investments, for
25 investments not subject to AS 14.25.180 or AS 37.10.070.
26  * Sec. 11. AS 39.25.110(11) is amended by adding a new subparagraph to read:
27 (G) Alaska State Pension Corporation;
28  *Sec. 12. AS 39.30 is amended by adding a new section to read:
29 ~A Sec. 39:30.175. INVESTMENT OF BENEFIT PROGRAMRECEIPTS. The State
3(W Pension Corporation is the fiduciary of the receipts of the employee benefits program established
31 under AS 39.30.150 - 39.30.180 and has the same powers and duties concerning the management
CSSSSB 18(FIN) -12-
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and investment in regard to those receipts as are provided under AS 14.25.180.

* Sec. 13. AS 39.35.020 is amended to read:

Sec. 39.35.020. ADMINISTRATION. The commissioner of administration is responsible
for the administration of the system and for carrying out this chapter. In addition the
commissioner shall

(1) maintain the accounts of the system;

(2) make payments for the various purposes specified;

(3) submit periodic reports or statements of account that are needed;

(4) issue a statement of account to an employee requesting it showing the amount
of the employee’s contributions to the system;

(5) as soon as possible after the close of each fiscal year, and not later than six
months after the close of each fiscal year, send to the governor, the legislature, and the board an
annual statement on the operations of the system containing

(A) a balance sheet;

(B) a statement of income and expenditures for the year;

(C)a report on an actuarial valuation of its assets and liabilities;

(D) a summary of assets held in the pension fund listed by the categories
of investment, as provided by the Alaska State Pension Corporation [COMMISSIONER
OF REVENUE];

(E) other statistical financial data that are necessary for a proper

understanding of the financial condition of the system and the result of its operations;

(6) establish a public employees retirement trust fund in which the assets of the
system shall be deposited and held;

(7) engage an independent certified public accountant to conduct an annual audit
of the system’s accounts and the annual report of the system’s financial condition and activity;

(8) report to the board concerning the condition and administration of the system

and distribute the report to the members of the system.

* Sec. 14. AS 39.35.080 is amended to read:

Sec. 39.35.080. DUTIES OF THE ALASKA STATE PENSION CORPORATION
[COMMISSIONER OF REVENUE]. The Alaska State Pension Corporation
[COMMISSIONER OF REVENUE] is the [TREASURER OF THE SYSTEM AND THE]
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fiduciary of the fund. The corporation [COMMISSIONER] has the same powers andduties
established under this chapter in regard to the fund as are provided in AS 14.25.035(d) and
14.25.180.
* Sec. 15. AS 39.45.030 is amended by adding a new subsection to read:
Bef°re investing the funds held under the state deferred compensation program, the
£ d*Padministrator of the program shall consult with the Alaska State Pension Corporation. The
commissioner shall reimburse the corporation for the cost of providing the advice.
* Sec. 16. AS 39.50.200(b) is amended by adding a new paragraph to read:
(52) Alaska State Pension Corporation (AS 37.10.210).
* Sec. 17. AS 44.25.020 is amended to read:
Sec. 44.25.020. DUTIES OF DEPARTMENT. The Department of Revenue shall
n ut& ' (1) enforce the tax laws of the state;

fi®e{VMP*  oJ )

\o ' (2) collect, account for, have custody of, invest, and manage all state funds and
all revenues of the state except revenuesincidental to aprogram of licensingandregulation
carried on by another state department and fundsmanagedand invested by theAlaska State
Pension Corporation;

(3) register cattle brands;

(4) suppiy necessary clerical and administrative services for the Alcoholic
Beverage Control Board; and

(5) invest and manage the balance of the power development fund in accordance
with AS 44.83.386.

* Sec. 18. TRANSITION. All litigation, hearings, investigations, and other proceedings pending
under a law amended or repealed by this Act, or in connection with functions transferred by this Act,
continue in effect and may be continued and completed notwithstanding a transfer, amendment, or repeal
provided for in this Act. Orders and regulations issued or adopted under authority of a law amended
or repealed by this Act remain in effect for the term issued, or until revoked, vacated, or otherwise
modified under the provisions of this Act. All contracts, rights, liabilities and obligations created by or
under a law amended or repealed by this Act, and in effect on the effective date set out in sec. 21 of this
Act, remain in effect notwithstanding this Act’s taking effect. Records, equipment, and other property

of agencies of the state whose functions are transferred under this Act shall be transferred commensurate

with the provisions of this Act.
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1 * Sec. 19. ORGANIZATION OF TRUSTEES, (a) Notwithstanding AS 37.10.210(c), enacted by
2 sec. 1of this Act, the initial terms of the members, other than the commissioner of revenue, of the board

3 of trustees of the Alaska State Pension Corporation shall be as follows:

4 \ (1) one elected member and one appointed member shall serve terms of four years;
o MO*
5 4 (2) one elected member shall serve a three-year term;
6 (3) one elected member and one appointed member shall serve terms of two years;
7 (4) one elected member and one appointed member shall serve one-year terms.
8 (b) The board of trustees of the Alaska State Pension Corporation may hold organizational

9meetings as soon as a quorum of the board has been appointed to or selected for the board.
10 *Sec.20. AS 37.10.210 and 37.10.230 - 37.10.390, enacted by sec. 1 of this Act, and sec.19 of this
11  Acttakeeffect July 1, 1991. faaxb/CorporAa- O |, <11
12 *Sec. 21. Except as provided in sec. 20 of this Act, this Act takes effect on the earlier of July 1,
13 1992, or the date established by resolution of the board of trustees of the Alaska State Pension
14 Corporation for the transfer to it of securities and assets of the retirement funds. The board shall
15 promptly provide the revisor of statutes and the lieutenant governor with a copy of this resolution.

£$-eckui<L-. c\*U- ‘ta a.ss<s.’1~5_ ~ ioad re.s&lo']-\0A) or
Jon I( 144Z.
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MEMORANDUM February 15, 1991

SUBJECT; ALASKA STATE PENSION CORPORATION (ASPC): Summary of
Proposed CS for SSSB 18 by Section

TO; Senator Pat Pourchot

FROM; Susan Barnett, Staff

I have prepared this sectional analysis of the proposed CS for SSSB
18, An Act establishing the Alaska State Pension Corporation;
relating to management and investment of state pension funds and
other state funds; and providing for an effective date.

tttte ! ldentifies that the retirement system funds, and other state
funds upon agreement are to be managed and invested by the
corporation.

SECTION 1; creates the Alaska State Pension Corr nation.

Sec. 37.10.210 establishes the corporation as a public corporation.
Subsection (b) sets out the eight voting trustees, four of which
are elected by members of the retirement systems, two of which are
appointed by the governor from a list submitted by employers,one
additional is appointed by the governor from a list of nominees
submitted by the other seven trustees, and the commissioner of
revenue serves as a trustee. Subsection (c) sets out staggered four
year terms for trustees. Subsections (d) and (e) set out removal
of trustees and filling of vacancy. Subsections (f)(g)(h)set out
board organization: board elects chair annually, five trustees
constitute a quorum and designees are not allowed. Subsection (i)
requires trustees to participate in financial education training.

Sec. 37.10.220 sets out the powers and duties of the board,
including establishing investment policies for the funds for which

it is responsible, submitting investment reports to the
legislature, employers, appropriate boards, contracting for
external performance reviews, employing outside investment
advisors, employing legal counsel, permitting trustees to enter

agreement to assume responsibility for other state funds wupon
agreement with the managers of those funds. CS for SSSB 18 requires
the board advise the commissioner of administration concerning the
investment of funds held wunder the state deferred compensation
program.

Sec. 37.10.230 sets out conflict of interest provisions for the
fiduciaries and allows the board to designate other staff who must
comply with these provisions. Under this section, the board shall
adopt regulations to restrict fiduciaries and any designated staff,
from having a substantial interest in corporate assets. Subsection
(c) identifies that failure to disclose conflicts is grounds for
termination of employment.



Sec. 37.10.240 exempts the board from the Administrative Procedures
Act but requires the board to comply with the open meetings law.

Sec. 37.10.250 sets the honorarium for trustees at $150 per meeting
day and states that those who are public employees shall serve
without compensation but shall be granted administrative leave.

Sec.37.10.260 requires the board to employ and fix the compensation
for an executive director who must meet qualifications as set in
statute. The executive director may appoint employees with approval
of the board. Subsection (b) requires the board to adopt
regulations restricting staff from financial interest in those
companies which provide service to the corporation. AIll employees
are exempt from the personnel act but are subject to the ethics

act.

Sec. 37.10.270 requires the board to appoint an investment advisory
council composed of at least three and not more than five members
who must meet qualifications. Subsection (b) sets out staggered

three year terms. Subsection (c) allows board to establish
compensation for advisory members. Subsection (d) sets out duties
of the council to include reviewing investments,recommending
investment policy, advising on selection of consultants and

auditors. Subsection (e) allows the council to contract with other
state agencies to provide advice.

Sec. 37.10.280 requires the board to protect assets held in trust
and its own assets, services and employees by purchasing insurance
or arranging for self-insurance.

Sec. 37.10.290 exempts the <corporation and property it owns,
manages or holds in trust from all taxes and assessments in the
state.

Sec. 37.10.300 permits banks to give sureties to the corporation
or to enter <collateral agreements on approved securities.

Sec. 37.10.310 prohibits the corporation from engaging in
commercial banking activity, from acting as a depository or trustee
for a private person and from acting as a lender to a private
person of money from any source other than the money from the state
funds under its own management.

Sec. 37.10.320 Ilimits the states responsibility for liabilities of
the corporation.

Sec. 37.10.390 defines board, corporation and retirement systems.

Section 2 AS 06.05.025 amends the banking code to allow the board
of trustees or the legislative auditor to request an examination
of the corporation by the Division of Banking, Securities and
Corporations



SECTION 3: substitutes the corporation for the Commissioner of
Revenue in reporting about the condition of the teachers retirement
system (TRS) and requires the corporation provide the TRS board
with an annual external performance review of the trust fund.

SECTION 4; makes the corporation fiduciary of the TRS fund in
place of the Commissioner of Revenue.

SECTION 5; substitutes the corporation for the commissioner of
revenue in management of the Judicial Retirement Trust.

SECTION 6 substitutes the corporation for the commissioner of
revenue in management and investment of the Alaska National Guard
and Alaska Naval M ilitia retirement fund, referred to as the
M ilitary fund or system.

SECTIONS 7 and 8 exempt the corporation from the procurement code
but require the board of trustees to adopt comparable procedures.

SECTION 9 adds SBS and Deferred Compensation funds to the list of
those excluded from the definition of Program Receipts.

SECTION 10 substitutes the <corporation for the Commissioner of
Revenue in the section that sets out the powers end duties of the
fiduciary that invests and manages state funds. In paragraph (a)(8)
the bill requires accounting records to be kept in accordance with
generally accepted accounting principles. Subsection (c) requires
the fiduciary to exercise the Prudent Investor Rule in exercising
powers and duties. Subsection (ti) requires the state to defend and
indemnify the fiduciary if fiduciary performed in good faith and
was prudent. Subsection (f) defines fiduciary to include trustee,
officer of the corporation and any other person who exercises
control over corporation assets.

SECTION 11; places employees of the corporation in theexempt

service.

SECTION 12: identifies the corporation as the fiduciary of the
receipts of the employeebenefits program. (SBS)

SECTIONS 13 and 14: substitute rhe corporation for the Commissioner
of Revenue in the management and investment of the public employees
retirement (PERS) fund.

SECTION 15? requires the commissioner of administration to consult
with the corporation before investing deferred compensation funds.

SECTION16; adds the members of the Alaska State Pension
Corporation to coverage of the conflict of interest statutes.

SECTION 17; amends the duties of the Department of Revenue to
reflect the changes made by the bill.



SECTION 18; 1is a transition sec tion.

SECTION 19 ? sets out the initial terms of the board and permits the
board to hold organizational meetings as soon as a quorum has been
appointed/elected.

SECTION 20; sets July 1, 1991 as the effective date for board
organization.

SECTION 21; sets the earlier of July 1, 1992 or the date
established by resolution of the trustees as the effective date for
the corporation to begin managing and investing assets as well as
other duties as defined in the bill.



January 30, 1991
Revised: February 15, 1991

The following is a summary of the changes made to SB 18 that are
now in the Sponsor Substitute for Senate Bill 18.
(For CS changes, see page 2)

Section 2. AS 37.10 Article 5
Sec. 37.10.210 (b)
(Page 2 Lines 5-12) Changes the board from seven to eight
trustees, four of the trustees to be elected by the members 1in
the retirement systems. Elected seats are identified as:
1 Active PERS/Active SBS
1 Retired PERS
1 Active TRS
1 Retired from system other than PERS.

Sec. 37.10.210 (g) (Page 2, Line 28) Changes quorum from four to
five.

Sec. 37.10.220 (@) (7) (Page 3., Lines 20,21) Under powers and
duties of the board, adds a requirement that the board advise the
commissioner of administration concerning the investment of funds
held under the state DEFERRED COMPENSATION PROGRAM.

Section 9. AS 36.30.990 (O
(Page 8, Line 24) Previous drafting error corrected. Updated
statute now in bill, which includes AHFC.

Section 12. AS 39.30
Sec. 39.30.175 (Page 12, Lines 2-6) establishes the corporation
as the fiduciary for the SUPPLEMENTAL BENEFITS SYSTEM (SBS).

Section 15. AS 39.45.030 (Page 13,lines 9-12) requires the
commissioner of administration to consult with the corporation
prior to investing DEFERRED COMPENSATION PROGRAM funds and to
reimburse corporation for cost of advise.

Section 19. (Page 14, Line 10) under Organization of Trustees, sets
out a 3 year term for the additional elected member.



Page 2

Changes made in the Proposed Committee Substitute for SSSB 18:

Section 1, FINDINGS, of the Sponsor Substitute for SB 18 has been
removed in the Proposed CS.

Section 9. the PROGRAM RECEIPTS LANGUAGE has been added to include
receipts of the employee benefits program (SBS) and receipts of the
deferred compensation program on the list of funds excluded from
the Program Receipts/General Fund definition.



SUPPLEMENTAL BENEFITS SYSTEM (SBS® ISSUE PAPER
Senator Pat Pourchot January 22, 1991

WHAT IS THE SUPPLEMENTAL BENEFITS SYSTEM (SBS)?

The SBS program was established in 1979 as a replacement for the
Federal Social Security program, from which the state withdrew. It
was designed to offer “risk free" accumulation of retirement income
under an annuity plan. Currently, the SBS investment portfolio of
over $540 million consists exclusively of Guaranteed Investment
Contracts (GICs) with seven carriers. The program is expected to
total $800 million in 1992.

State employees are required to participate in the plan. Each month
a contribution of 12.26% of an employee"s salary 1is made to the
employee®s individual account. Contributions are equally shared by
the employer and employee. The employee contributes 6.13% 1in
employee pre-tax wage reductions while the employer contributes an
equal amount in additional wages.

IS SBS CONSIDERED A RETIREMENT "PENSION"™ PROGRAM?

SBS participants are, at present, nearly exclusively ™"active"
employees unlike PERS and TRS, 1in which vested terminated and
retired employees constitute the majority of plan participants. 88%
of the SBS program participants are state government employees
compared with the PERS plan, which i1s only 46% state employees.
Notably, 95% of all SBS participants elect to withdraw their
savings in a lump sum upon leaving state service, regardless of age
or retirement status. Participation in the retirement systems 1.e.
PERS, restricts benefit distribution to a post retirement formula.

According to the 1990 William M. Mercer SBS Report, "participants
in SBS may see it as a savings plan because they have other
retirement income benefits available. Younger employees typically
view this type of plan as a savings plan".

Additionally, SBS 1is viewed differently from standard retirement
programs at federal levels. SBS 1is not subject to the Employees
Retirement Income Security Act (ERISA) as are other state
retirement systems.

WHO MANAGES THE SBS FUNDS?

The Department of Administration (DOA) has historically been
responsible for the investment and administration of the SBS
program. In April 1990, by agreement between the Departments,
through temporary regulations, the 1investment responsibility for



SBS assets was transferred from DOA to the Department of Revenue
(DOR). No formal statement of fiduciary responsibility has been
formulated for SBS. The PERS board, by statute, has the
responsibility to adopt regulations and policies for the operation
of the program.

As of this date, DOA and DOR have formed a SBS Task Force, with the
PERS Board"s approval. The Task Force assisted 1in drafting a
Request for Proposal to select an entity to invest and administer
the SBS annuity funds, for the purpose of diversifying the
investment strategy of the funds. The Department intends to solicit
proposals from financial institutions involved with annuity fund
investment, management and benefit dispersal.



Alaska State Pensiton Corporatiron (ASPC)

Proposed C S Sponsor Substitute S B 18

A public corporation located in the
Department of Revenue to manage the following funds:
Public Employees Retirement System Fund  $2.74 billion
Teachers Retirement System Fund  $1.70 billion
Judicial Retirement System Fund  $28.67 million
Military Retirement Fund  $3.9 million
Supplemental Benefits System $600 million

ASPC Board of Trustees

4 Member Seats (Elected)
2 Employer Seats (Appointed)
1 Department Commissioner
1 Appointed Seat (Nominated by the Seven Trustees)

Investment
Advisory Council

3 - 5 Professionals

Chief Investment Officer

Investment Staff

Senator Pourchot 2/15/91
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Doar Susan®*.

TiUphott*:  (907) 465-2350
Facsimile  (907) 465-2394

October 12,1990

Al your request, 1 submit the following June 30,1990 balances at market of the following funds:

Public Employees’ Retirement Trust Fund

Teachers* Retirement Trust Fund

Supplemental Benefits System
Guaranteed Investment Contracts
Trust Fund

Judicial Retirement Trust Fund

Military Retirement Trust Fund

University of Alaska Trust Fund

Public School Trust Fund

WEBFth

cos Cliff Groh

$2,741,196,000
1,700,702,000

710,000,000  (surrencer value)
25.474.000
28.674.000
3,901,000
14.986.000
$102,658,000

Yours truly,

Milton B. Barker
Deputy Commissioner



Marc L.anglaad,
halrman

Charles H. Parr,
\ﬂce-dﬂalrman

Douglas B. Baily

John T. Kelsey

Byron I. Mailott '££:ﬂ.h.(ﬁi
Hugh Malone

Alaska Permanent Fund Corporation

P.0. Box 4-1000 Juneau, Alaska S982-4100

(607) 465-2047

October 2, 1990

The Honorable

Pat Pourchot

Alaska State Senator

3111 70" Street, Suite 545
Anchorage, Alaska 99503

Re: Position of the Board of Trustees of the Alaska Permanent Fund
Corporation on the Management of the PERS/TRS Funds.

Dear Senator Pourchot:

At your request, the Board of Trustees discussed and voted on its
position concerning the possible management of the PERS/TRS funds
by the Alaska Permanent Fund Corporation. It was the wunanimous
vote of the Board that the Trustees have no 1interest 1In assuming
responsibility for the management of PERS/TRS and other state
investment funds that have actuarial and different [liability
obligations than the Alaska Permanent Fund.

In general, it is the view of the Trustees, as well as staff, that
the management of the Alaska Permanent Fund involves very different
management philosophies and policies than are involved 1in the
management of retirement funds. The potential mixing of the two
types of policies in one organization was felt to be detrimental
for both types of funds.

I have enclosed the verbatim transcript of the portion of the Board
meeting where the Trustee position was raised, discussed, and voted
upon. If you have any questions, please do not hesitate to call.

Sincerely,

Marc Langland
Chairman



DEPARTMENT OF REVENUE
POSITION PAPER

Senate Bill 18
House Bill 37
Alaska State Pension Corporation

The Department of Revenue supports the basic concepts embodied in this
legislation for the following reasons:

1. a board to govern investments would improve accountability, public
visibility, and continuity; and

2. the Department believes the fiduciary responsibility should not
soley rest with the Commission of Revenue.

Professionalism of the Board

Preferable to an investment advisory council would be the inclusion of a
minority of investment professionals on the board of the proposed

"Corporation. It is difficult to see how exclusion of professionals as board
members would be in the best interests of beneficiaries, given the fact that
there is a clearly defined objective of maximizing investment earnings subject
to prudence. Inclusion of professionals would seem to be an important edge in
order to provide competitive investment results.

Legislative Audit stated in their June 19,1989 Special Report on PERS and TRS
that, "Some members of the board of trustees should have the necessary
professional skills." Greta Marshall, former Chief Investment Officer of the
California Public Employees Retirement System, in her September 17, 1990
comments to the PERS and TRS Boards (enclosed) strongly recommended placing
professionals on the board. Professionals would be chief investment officers
or trustees of other institutional investment funds.

Experience seems to indicate a real danger of advisory committees (as an
avenue for professional input) falling into disuse. The best approach for
assuring the continuing vitality of a professional component for board
decision-making is inclusion of such persons on the board.

Integration of Benefits Administration with Investments

The benefits of integrating pension administration with investment need to be
more clearly identified and considered in light of the resulting loss of focus
and attention on investments by the board, management, and participants. It
is questionable whether any possible benefits would compare with the potential
adverse effects on returns on investments of over $4.4 billion.



One of the Department®s main concerns in advocating a separate organization
for investment management has been to increase the visibility of, focus on,
and attention to investments. For precisely these reasons, the Department
both sought to extricate investment management from line agency status and
opposed mixing it with the Permanent Fund.

The importance of these concerns is reflected in the fact that many of the
nation®s leading institutional investors have been spinning-off their
investment management activities into separate organizations. Major banks
with which the Department is acquainted, such as Citibank, Morgan Guaranty,
Security Pacific, and Bank of America, have moved the investment management
function out of their trust departments into separate subsidiaries. As
indicated in the enclosed news articles, Stanford, Harvard, Princeton, and
Duke Universities have done likewise. These developments are paru of the
trend during the 1980°s in the corporate world to downsize, restructure, and
spin-off corporate functions to achieve more intensive management focus and
ultimately profitability. This was a reaction to the unwieldly conglomerates

created in the 1970°s.

Integration does not seem to be required for purposes of coordinating
administrative and investment functions. The Department is able to identify
very little activity that involves joint action or direct interaction of the
Departments of Revenue and Administration. Most such activity consists of
consolidated reporting in the PERS and TRS newsletters, audits, actuarial
reports, and annual reports. In these areas, coordination 1is achieved as
required without resorting to organizational amalgamation. The Department of
Revenue®s advice 1is provided as to two of th> several assumptions used in the
actuary"s report- namely, the assumed investment earnings rate and the method
for valuation of investments. The audit of the retirement systems as a whole,
done by auditors retained by the Division of Retirement and Benefits, relies
on the audits of investment assets performed by the Treasury Division®s
auditors. Regulations recently adopted by the Department of Revenue require
the submission of various investment reports as well as an annual oral
presentation of the reports and investment policy to the retirement boards.
This 1is and has been the practice. These joint activitiesare sporadic and do
not require daily or ongoing interaction.

Another prominent, highly successful example of the separation of benefit and
investment management organizationally is that of the Department of Revenue®s
Permanent Fund Dividend Division and the Alaska Permanent Fund Corporation.

The one really critical link between the liabilities (benefits) side of the
systems and the assets (investment) side is the long-rangecash flow
projections of the systems done by the systems®™ actuary. Theseare performed
annually and included in the actuary"s report. As Gordon S. Harrison stated
in his September 27, 1990 memorandum,

"(Investment) policies should reflect the characteristics of the fund
and its participants, such as the size of the fund, promised benefit
scales, employer and employee contribution rates, liquidity demands by
retirees, investment returns, and the turnover rate, age profile, life
expectancies and salary increases of members."”



The cash flow projections specifically incorporate all of these
characteristics and are used by the Department to establish investment policy

for the retirement funds.

Should unforeseen needs arise for coordination, avenues are available to meet
the needs. Benefits administration is governed through public meetings of the
retirement boards. The Department of Revenue receives meeting agendas and can
attend the meetings like any public person would, or may be called upon by the
Department of Administration or the boards to appear. The Department rarely
has occasion to attend the boards® benefit meetings. Establishment of an
investment corporation would afford similar access to the Department of
Administration with respect to investment matters. This is in addition to
direct consultation between the departments when needed.

DATE: [1-9> DATE:



DEPARTMENT O0OF REVENUE

POSITION PAPER

CS SS SB 18
Alaska State Pension Corporation

The goal should be 1o provice for continued prudent management of State of Alaska retireratt
fuds. To accorplish this g, there are saveral altematives including the folloming:

1 continued sole fidciary in the Comisssioner of Revenue.

2. aSgarate corporation managed by a board of trustess with minimal acoountzbility ©
tre Covermor.

3. aretireratt board within the Department of Revenve.

A retirenent board wirthin the Department of Revenue asproposed inSB 10 sclearly preferable.
It requires minimal additioel eqoanses, uses existing structures and Staff within Treasury

Divisian, and provides for shared fidciary resosihility.

State persion plans may be managed in averiety ofways including tre three besic altarmatinves
Iisedadne. A clearmgjority of states use an investment board within staie government. A few
have a ole fid.ciary butwe are not anare of any who have a sarate corporate stricture. Most
boards are acoountzble 1o the govermor. Many years ago there were abouses of pensiion monies.
These auses led 1o feckral and State lans governing pension fuds. As a realit, pension funds
are managed more respasibly with sUstantially greater member berefit protectios.

In Aladka, members of state pension plars are protected. Artacle 12 of tre Gonstatution requires
tret trere be no diminishment of berefits.  In other words, a members baefits may not be
reduced and berefit redctias can anlly be gplied t new members.  Absent the trust fud,
anual berefrt payments would have t be gaorgpriated amually.  The members are guaranteed
treir berefits by the State of Alaska.  The State s required 1o ectiarially fund the retarerent
system.  The State canot remove monies from tre fund 1o pay U other eqperditures because
thiswould proveblly be considered a diminishment: of berefiits. By Statute, members pay a foed
rate tonard funding apension plan and tre State and the participating sLdivisias make up the
actiarially computed differee. The Stae, thro\gh its govermor, should ke in aontrol of
managing the pension fuds. This isbecause tre Si'e s the ultimate guarantor of barefits ad
the members’ aotributias rates are foal.  The pension monies should, of course, be managed
In acoordance wirth rulles of prudence which ispresatly tre .

The Commissioner of Revenue snow the fidciary.  In performing his duties, the Commissioner
5 dharged with gaplying the prudent investor rule ine@rcising his fid.ciary duty intre firarcial
best intarest of tre funds entrusted to him and the beeficiaries of those fuds. CS SS SB 18
(Bill") would gply this rule of prudence 1o a board of trstees.  The conogpt of a shared

fidciary hes nerit.  Decisions regarding the management and investment of pension monies
would be shared by a board. The board members could bring treir collective knowledge and
10ses 10 the decisioHTeking progess.



The sgarate corporation and memberr aontrolled board proposed in the Bill willl aost more 10
gerate and willl be an entaty wirth no accountzbility 1o the peaple through treir elected officialls
and execially tre gparmor. A faduciary board can be aonstartuted within the Department of
Revenue aswas proposed inSB 10, This board coulld perform the same functias as the board
proposed for the sgarate Corporatian. A fadlciary board within Revenue would gerate within
an existing structure akminimal acditiaral aost and would be accountzblle 1o the govermor. The
board would be charged with full fidciary resoorsibilities and be required  eercie te
prudent investor rule.

The board of trustess areatsd by tre Bill would be antrollled by elected members.  The board
would elect isown dair. The board would aorsist of four elected members, two appointed by
tre governor from polirtacal subdivision employer nominees, and die Cormissioner of Revenue.
These saven then elact an eigith member which means the elected members have majority

I0n. Trustess sene four year tems.  The govermor may not remove a trustee inlless
tre trustee caot perform "normal™ duties due tomerttal orphysical iIncgeecitatian, s aonvicted
of a felay, or comits an act tret under State law costrtutes a felany or misdemeanor thet i
inconpatible with service on the Board.

This board would be exempt from tre procurement aoce, dl its employees would be n the
exempt sarvie, and the board would retain itsown lecpl consel. Wirth dll this indepencence,
tre State must sl indemify the trustees agpirst Tty

The Billl does st farth some good management tols.  leprovides for performance measurenent,
Investment aovisory savice, an advisory couresel, and an amual adit.  Treasury now perfoms
many functias req lired by tre bill. PERS and TRS funds have performance measurerent by
a raticelly recognized fam. Al trust funds are audinted by an independent CPA firmwirth an
gpinion as t conformance with garerally acoepted accounting prirciples.  Treasury usss
Investment avisars, monthly firacial statements are prepared, and results are presented semi—
arelly to the PERS and TRS boards.  The management practices st farth in tre Bill can be
required of a sirgle fidciary or ashared fidciary.  Infact, these functaans shoulld be performed
even 1fnot required.

Treasury hes lbeen acoused inthe pest of inproper management, poor investmant results, and high
asts. While there were some problers, tre retarenent fuds averaged an anual rate of retum
of 12.4% over tre five years ended June 30,1990. By comparison, the Permanent Fund averaged
11.3%. Based on the Permanent Fund’s investment dojectines, they achieved an exellet rate
of reum. The retarerant funds were more heavily Invested In equities resultarg in the higher
eamings rde. \ihile itis trie itastmore tomanage the retirerant fuds, there isa reesn for
this. Treasury manages sveral funds and not just ae, it aosts aistantially more to manage
eprties then foed income saanties, and the retirenant funds are il managing real estate
mortgeges acouired saveral years ap. I tre adbirticrall rate of retum of 1.1% (12.4% - 11.3h)
5 arsicered, the retirenant funds earmed gpproximately $55 milllion (36 billion at 1.1%) more
then 1ftre Permanent Fund rate of retumwas eamed.  This san amual amount of actirticel
eamings.  These eamings farmore then offset the acditioal ast. Also a sustantsal amount of
tire B gEttworking tre real estate mortgages which are becomiing a sreller part of tre ol
portfolio. The real estate mortgeges amounted 1o 23.% of the portfolio at June 0, 1985 and
only 4.5% atJure 0, 1990.




The Bill hes recantlly been touted as a cure for the goparant prablems with SBS investad moniies.
SBS monies were managed and invested by tre Department of Adninistration.  The auratt
problens are cartainly not due 1 retirerent fund aorsiceratians.  Moving SBS monies © an

incependent: corporatian for management is a hesty reection and may not be the best solutian.
After dll, SBS monies are inmediately employee vested.  Perhaps the enployees snould have tre
qn]’tu’lltledIIHIﬂ’EIr Inestmants.

The Bill provides tret the corporation advise tre Commissioner of Acdninistration conceming tre
investment of funds held under the State deferred campensation program.  The frstguestion tet
should be resohved sWwho should manage deferred compensation monies.  This program B
aarely voluttary and cosiderable aosiceration should be given © employee  directed
Inestments.  For both SBS and deferred corpensation, a standard low-risk U.S. govermment
saurties fund coulld be esteblided. Employees wishing amore aggressive posture coulld elect
other qotaas.

In conclusian, this il s=ts up an' independent corporatiion not respansiiblle 1o the peaple through
the govermor. The State, by Gonstatutaian, s tre ultnate guarantor of pension berefits and tre
enployer rae i tre one thet fluctLates to meet actiarial requirerents while the enployee rate
s foal. Yet the board would be aotrolled by members of the retirerent funds and board
members could not be removed by the govermor exogot invery unuslal ciranstances.  The
corporaticn woulld be exempt from procurement code requirerents and all employees would be
In the exempt svice.  The corporation can retain isown legal counsel and et the State must
indemify the fidciary agpirst liality. The corporation would experience sustantial startp
asts and would be adinistratively more expensive 1o gerate then a board within Revenue.

A sgarate investment: board areated within the Department of Revenue should be establided.

Most features of CS SS SB 18 could be incorporated into the investment board functias and tre
board member composition could be modified to conform more o tret of proposed SB 10.
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ALASKA'S TEACHERS NEED AN INDEPENDENT PUBLIC CORPORATION
TO MANAGE OUR RETIREMENT FUND

-Charlie Arteaga
Chair, TRS Board

You know that your retirement depends on the Teachers' Retirement trust fund.
You may not realize that you own this retirement fund. You do, and it is time to
take a hand in its management.

The Teachers' Retirement System (TRS) trust fund has now grown to more than
S1.6 billion in size. The State of Alaska and local school districts have contributed
to this fund for your benefit, but no government owns this money. You own this
money. By law, your pension rights are the private property of you, the individual

beneficiary.

Unfortunately, some legislators do not understand this fact. Some think the State
owns Teachers' Retirement and other pension funds, and some seem to think the
fund could be taken or 'borrowed" to help solve a fiscal crisis. To fight this kind of
thinking, we need to take the TRS fund out of the political arena and put our

retirement fund in an independent public corporation where we help run.things.
There arc other good reasons why we need to make this change now.

Right now, the Commissioner of Revenue, who is a political ..ppointee, is in
charge of your fund. (The TRS Board has no direct role in the investment of the
funds, although the Board is responsible for administering retirement benefits.)
The Commissioner of Revenue has divided loyalties, because the Department of
Revenue must manage numerous other funds, collect state taxes, distribute
Permanent Fund Dividends, and enforce child support obligations.

Investment of the TRS Fund and the other retirement and trust funds should be
the only priority of the organization responsible for the funds. All these otherjobs
the Department of Revenue has to do tend to keep the TRS fund hidden from the
public eye— and you and the other beneficiaries need to know how your retirement

funds are being run.

We need to take the TRS fund out of the political arena. We also need to make
sure the TRS fund gets more management attention and more visibility than it has
under the present set-up. Establishing a separate public corporation for the
investment of the TRS fund and other retirement and trust funds is the best way to
achieve these goals. (The corporation would separately account for each of the

funds, just as the Department of Revenue does now.)

This corporation should be governed by a strong board of directors which should
include representatives of you, the beneficiaries, because you have your funds at
stake. The board should also include professional investors, who will provide
built-in expertise in the complicated world of finance. The corporation should
have its own staff, which should be dedicated to achieving the best return for the

beneficiaries and not be distracted by other duties.

The TRS Board believes that these changes are overdue. Only a few other states
have a single person in charge of their teacher pension plans. A 1989 report by
Legislative Audit recommended that the Alaska Legislature put a board of
trustees in charge of TRS and PERS. Legislative Audit's recommendations
included placing on the board both representatives of the beneficiaries and

financial experts.

(Sec Page 4, TEACHERS NEED INDEPENDENT CORPORATION)
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WHATS HAPPENING IN
OTHER SiATES ...

New Jersey Retired Educators’
Association is increasing its state life
membership dues from $150 to $375
on August 31. Annual unified dues
are $35 and will increase &nnually
with the cost-of-living adjustment

California Teachers' Association-
Retired (CTA-R) and California
Retired Teachers' Association
(CRTA) are joining forces as a result
of an agreement between California
Teachers' Association, the statewide
active teachers' organization, and
CRTA, the predominant association
for retired teachers in California.
W ith turf battles settled, the new
organization should see rapid growth.
Arkansas Retired Educators'
Association has experienced rapid
membership growth since passage of
legislation to permit dues transmittal
through the state retirenK-'t system.
Arkansas now has 1,560 NEA-R
members and is eligible for two
official delegates at the annual
meeting.

W ashington Education Association
Retired has life membership dues of
$75 and annual dues of $10. One of
the goals of the organization is to up
the maximum of the three percent
cost-of-living adjustmeov. for retirees.

Michigan Education Association-
Retired has as a part of its pre-
retirement seminars a computerized
program for wuse in determining
retirement benefits and retrieving
information about specific programs
in the retirement system.

The official organ of NEA-
Alaska/Rctircd, the News-
letter is published quarterly at
Anchorage, Alaska.

Editor Dr. Merritt C Olson



Page 4

ALASKA'S TEACHERS NEED

INDEPEEDE_NT TﬁRPORABON

Legislation to accomplish this came
very close to being enacted during the
last session of the legislature. The
bill was called Senate Committee
Substitute for Committee Substitute
for House Bill 580 (State Affairs).
The only thing that prevented the
passage of this legislation was tile
belief of some legislators that mixing
the management of the TRS fund and
other retirement funds in with the
management of the Permanent Fund
was a better approach. It is not.

The Permanent Fund is owned by all
Alaskans. The retirement funds arc
owned by you and other beneficiaries.
Getting mixed up with the Permanent
Fund will confuse the point we need
to makc-that the retirement funds
are quj property, not the property of
all Alaskans and every legislator.

Mixing the retirement funds in with
the Permanent Fund would create a
complicated, unwieldy creature just
when we are on the verge of
establishing a strong management
structure for the retirement funds
that will give those funds high
visibility and clarity of purpose. TRS
and the other retirement funds have
been buried at the Department of
Revenue for years. Why would we
bury them now in the Permanent
Fund?

The management of the retirement
funds will be an important issue
during next year's legislative session.
| urge you to tell your legislator-and
all those who want to be your
legisiator--that  you support an
independent public corporation to
run your retirement fund. The
Teachers' Retirement System fund
belongs to you and other teachers,
active and retired. Creating an
idcpendent public corporation will
allow you to have a say in the
management of your money, and will
make the system more accountable to
you. You and your money deserve

nothing less.

ALASKA TRS sAys 'NO'
TO DUES CHECK-OFF

The Alaska Teachers' Retirement
System recently denied NEA-
Alaska/R’s request for a membership
check-off for dues payments. Sally
Smith, director of the Division of
Retirement and Benefits, indicated
that the check-off would involve
expenses in compiling lists that
"would impact an already stretched
operation at a cost to everyone--not
just those who express interest."

Last year the Arkansas legislature
enacted a measure that mandated the
retirement system of the state to
provide a dues check-off for the
Arkansas Retired Educators'
Association. It has resulted in a
marked increase in membership for
the Arkansas retired group.

MEDICARE MAKES CHANGES
IN CLAIMS REPORTING

Beginning September 1,1990, doctors
providing medical treatment must
prepare and submit Medicare claims
for all Part B services, Medicare
officials recently announced. Details
ofthe announcementinclude:

The physician, surgeon or
medical supply company MUST
prepare and submit the claim
even if assignment is not
accepted. A charge cannot be
made for handling the claim.

If the provider of medical
services does not agree to accept
the Medicare approved amount
as payment in full, the patient is
responsible for paying the entire
bill. Medicare payment for the
approved amount will be mailed
directly to the patient.

If the provider of medical
services refuses to prepare and
submit the Medicare claim, the
patient should contact the

Medicare carrier.

NEA-ALASKA PRESIDENTS
MESSAGE...
-Don Obcrg ¢

The 1989-90 success of NEA-
Alaska was due to a great extent
to the support and leadership of
the members of NEA-
AK/Retired. Your organizational
talents were perhaps most evident
in the political arena as we were
able to gain significant
improvements in our retirement
programs and other NEA-Alaska

legislative priorities.

We Ilook forward to another
productive and rewarding year
working together to improve our
Alaskan schools as well as
benefits to members of our
profession-past and present.

PRE-RETTRED SEMINAR
FEATURED AT NEA-AK
ISSUES CONFERENCE

NEA-Alaskal/R
retirement seminar sessions at the
NEA-Alaska Issues Conference held
at the Anchorage Hilton Hotel on
August 9 and 10. The first sectional
covered financial planning and TRS

gave two pre-

pension and Social Security coverage.
The second session dealt with
choosing a retirement location.

Don Schulz, Hank Harrison and
M erritt Olson conducted the sessions
which were attended by 35 teachers
and educational support personnel
from all parts of Alaska.

MEMBERSHIP DUES:

N E A-R Life S100
Annual $10

NEA-AKI/R Life $200
Annual $ 25
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1991 ALASKA

LEGISLATIVE PROGRAM

PRICRITIES

HEALTH

N Increase access to appropriate and affordable
health care for all Alaskans by:

—advocating formulation of a health policy
for Alaska

—supporting concept of state-mandated
insurance for the uninsured

—seeking legislation and appropriations for
a comprehensive and coordinated program
of home-, community-, and Institutionally-
based services throughout the state
—supporting availability of adequate health
Insurance for all, Including those uninsured

ECONOMIC SECURITY AND BUDGET

m  Strengthen programs which will provide
economic security for all Alaskans by:

—supporting legislation to stabilize the
Longevity Bonus Program

—advocating recognition of the economic
and social value of the retirement
community by supporting programs to
encourage retirees to remain In Alaska
—supporting full funding of present
property tax relief to senior citizen
homeowners ar.d renters

SUPPORT ITEVE

m  Support legislation to provide separate”
management of public pension funds

m  Support efforts to Improve availability of
Insurance by means of tort reform and/or
increased regulations consistent with
adequate consumer protection

SLLO0SAKCLO9D)

ALASKA

State Legislative Committee

1991

FACTS
&
LEGISLATIVE
PRIORITIES

American Association
of Retired Persons

aTO.
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L. Estadlish public corporation to manage pension monies.

1. Wember controlled board of trustees not atcountable, to the Governor.

3. Shared fiduciary responsibility,
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kalysisofbiluprograneffects  (See attached position paper) , v/
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CURRENT LAW
(FIGURE 1)

- - = w
Five Department of Deputy Commissioner™” Seven State
Revenue Divisias Jreasury DiVISICH' - Boards and Carmissions
(uhief Investment Officer)
"m\Tresqry Division™
1
<Staffand Exterrel Managers”
(Retirement Trust Funds) (Endowment Trust
Public Employees' Teachers'r! <Judicial Military Alaska” University Public . State
Retirement Fund Retirement Retirement Retirement Children's of Alaska «/School General
Fund Fund  Fund ||| :Fund” V Fund v.Fund . Fund
$2.6 Billion $1.6 Bil $27-0 M il $4.4 M il $14.6 M il $96.9 M il $1.3 Bil

ONLY 6STATES STILL HAVE A SOLE INDIVIDUAL AS FIDUCIARY .



ORGANIZATION AND FUNCTION

The Department of Revenue, Division of_ Treasury (Treasur%)
IS responsible for, and has sole discretion over, the
Brucjent investment and management of the Public Employees”®
etirement Fund (PERS) and the Teachers®™ Retirement ~Fund

(TRS).

Chapter 141, SLA 1988 amended PERS and TRS statutes_ by
designating the _funds as retirement trust funds and appoint—
ing the commissioner of Revenue as_treasurer of the retire—
ment systems and fiduciary of the funds. Under the amending
legislation, the commissioner of Revenue shall:

1. Consider the status of the funds®" investments and the
system"s liabilities on both a current and a probable
future basis.

2. E)Eet%rmine the appropriate investment objectives for the
unds.

3. Establish investment policies aimed at achieving the
objectives.

4. Act only in regard to the best financial interests of
the system™s beneficiaries.

The amendments also repealed the "legal list" of investments
the retirement funds were restricted to and placed upon_ the
commissioner of Revenue, or his designee, the responsibility
of fund fiduciary. Treasury also employes external invest—
ment managers Who manage ~a substantial portion of the

retirement funds.

Additionally, there are two boards which oversee the admin—
Istrative aspects of the retirement systems. ~The Public

Employees®™ Retirement Board 1is composed of five members,

three’ of whom are members of the Department of Administra—
tion ?ersonnel board and two who are members of the system
and_elected by the membership of the system. The Teachers®

Retirement Board consists of five members appointed by the
overnor. Both boards are mostly administrative in nature,

eing responsible for governing” the regulatory aspects of
the retirement systenms.

The Alaska Permanent Fund is managed by an executive direc—
tor, who reports to a six-member board of trustees appointed
by the governor.

STATE OP ALASKA -3 DIVISION OF LEGISLATIVE AUDIT 6-n.



TREASURY DIVISTON

DEPARTMENT OF REVENUE
STATE OF ALASKA

Deputy Commissioner

Secretary
CASH MANAGEMENT
State Investment 5029
Officer 111
State Investment 5013
Officer 11
22
1
Accounting 5020 Accountant 1V
Technician 111
16
Accounting 5009 Accounting
Technician 11 Technician 11
14
Accounting 5018 Accounting
Clerk 11 Technician |
9

Deputy Commissioner:

July 26,

Date:

Special
to the Commissioner

5010

20

5026

14

1145

12

Assistant 5036

11
23

5003

11

Comptroller

Secretary

Accounting
Supervisor

Accounting
Technician

Accounting
Technician

Accounting
Technician

INVESTMENT ACCOUNTING

o85.* .

5001
28
DEBT MANAGEMENT
State Investment 5025
Officer 11
22
Research 0020
Analyst 111
18

INVESTMENT MANAGEMENT

5002 State Investment 5011
Officer 1V
24 30
MARKETABLE
SECURITIES MANAGEMENT REAL ESTATE MANAGEMENT
5015 State Investment 5005 State Investment 5012
Officer 111 Officer 111
10 24 24
1
5007 State Investment 5030 Loan Examiner 111 5024
Officer 11
16 22 19
5014 State Investment 5032 Loan Examiner | 5033
Officer 1
14 20 15
5008 Loan Examiner |1 NEW
16 15
5021 Clerk Typist 11l 5022
14 8



ceee s FISCAL NOTE

ST/(TE OF ALASKA Bockdecb—— N
1991 LEGISLATIVE SESSION

O--f-5-5-5-5-B-L-8

Revision Date: 3/22/91 Department Affected: Revenue

Title: Alaska State Pension Corporation BRU: Revenue Operations

Component: Treasury

Sponsor: Senator Pourchot

Requestor: Component yial '\b.

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 0 (19,316.7) (20,089.4) (20,892.9) (21,728.7) (22,597.8)

TOTAL OPERATING 0 (19,316.7) (20,089.4) (20,892.9) (21,728.7) (22,597.8)
CAPITAL

REVENUE

GENERAL FUND
FEDERAL FUNDS
OTHER 0 (19,316.7) (20,089.4) (20,892.9) (21,728.7) (22,597.8)

TOTAL 0 (19,316.7) (20,089.4) (20,892.9) (21,728.7) (22,597.8)

POSHmONS:

FULL-TIME
PART-TIME

TEMPORARY

Estimate of current year impact:

ANALYSIS: See attached.

Prepared bv: Brian C. Andrews”"”? Phone: 465-2350
Division: Treasury Division Date: March 22. 1991
Approved by Commissioner:

Agency: Revenue
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OM B, & Impacted Agency(ies).

Rev 10/90 Page 1 of __



March 22, 1991 Analysis of CS SS SB 18
Revenue/Treasury

Alaska State Pension Corporation is assumed to take over
retirement fund investments July 1, 1992. FY 93 is the full
amount of the original FY 92 budget for retirement funds less a
personal service cost adjustment of 575.0 resulting from the
continual need for investment management of the General
Investment Fund, Endowment Funds and other State trust funds
which are currently be handled on a pro rata basis with
retirement funds. Costs for FY 94 - FY 97 have Dbeen incremental
increased by a compounded 4 per cent over FY 93.
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STATE OF ALASKA
1991 LEGISLATIVE SESSION

Revision Date: 3/22/91

Title: Alaska State Pension Corporation

Sponsor: Senator Pourchot

Requestor:

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EOQUIPMENT
LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS 1,277.5
TOTAL OPERATING 1,277.5
CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER 1,277.5

TOTAL 1,277.5
POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Agency:

FY 93

20,993.6

20,993.6

20,993.6

20,993.6

BELL NO. CSSSSB18

Department Affected: Alaska Pension Fund Corporation

BRU:

Component:

Component Serial No.

FY 94 FY 95 FY 96
21,833.3 22,706.7 23,614.9
21,833.3 22,706.7 23,614.9
21,833.3 22,706.7 23,614.9
21,833.3 22,706.7 23,614.9

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OM B, & Impacted Agency(ies).

Rev 10/90

Page

FY 97

24,559.4

24,559.4

24,559.4

24,559.4

1

of _



March 22, 1991 Analysis of CS SS SB 18
Pension Corporation

Alaska State Pension Corporation is assumed to start up on
January 1, 1992 for the take over of retirement fund investments
on July |r 1992 from Treasury. Start up costs include a separate
physical location, furniture and equipment, electronic hardware
and software, personal service costs, supplies and other
obligations. FY 93 costs represent Treasury®"s FY 92 budgeted
amount, separate physical location, personal service cost
increases and the management of SBS. Costs for FY 94 - FY 97
have been incremental increased by a compounded 4 per cent over
FY 93.



FISCAL NOTE N —-

r N Version: S ft/ f f
STATE OF ALASKA ORblishDte: mwn/9
1991 LEGISLATIVE SESSION

Revision Date: Department Affected:
aj¢£ Alaska State Pension Corporation BRU:  Treasury

Component:

Revenue

Sponsor: . Pourchot
Requestor: Senate State Affairs COMPONENT SERIAL NO.

Expenditures/Revenves: (Thousands of Dollars)
OPERATING FY 912 FY 93 FY 04 FY 95 FY 968 FY 97

PERSONAL SERVICES
TRAVEL
CONTRACTU AL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
CRANTS, CLAINS

WISCELLANEDDS (9,846.2)  (19,692.4) (19,692.4) (19,692.4) (19,692.4) (19,692.4)
TOTAL OPERATING (9,846.2)  (19,692.4) (19,692.4) (19,692.4) (19,692.4) (19,692.4)

CAPITAL

REVENUE

UNDING: (Thousands of Daollars)

CENERAL FUND

FEDERAL FUNDS
0T HE (9,846.2)  (19,692.4) (19,692.4) (19,692.4) (19,692.4) (19,692.4)

[N (9,846.2) (19,692,4) (19,692.4) (19,692.4) (19,692.4 (19,692.4)

POSITIONS:

FULL-TINE
PART-TINE
TEMNPORARY

Estimate of current year inpact: None

ANALY SIS (Attach a separate page ifnecessary.)] Alaska State Pension Corporation is assumed
to take over retirement fund investments January 1, 1992. FY 92 figures are half
the amounts requested in Treasury®™.VY 92 budget for retirement funds. FY 93 - 97
are the full amount of FY 92 budget for retirement funds.

Prepared 5y Milton B. Barker Phone:  465-2350
Division: Treasury Date:
Approved by Commissioner: a
Revenue Date: /

Agency:
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

rRev 10/90 Page. of



FISCAL NOTE J?;— —
| Q Version. S ft Ig

STATE OF ALASKA (S) Publish Date: oL/*/*}!
1991 LEGISLATIVE SESSION "

Revision Date: Department Aflected: Alaska- State Pension Corporation

e Alaska State Pension Corporation gy

Component:

Sponsor: Pourchot

Requestor: Senate State Affairs COMPONENTSER'ALNO

Expenditures/Revenuves: (Thousands of Dollars)

OPERATING Y92 Y0 Y9y Y s Y4 SR

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPNENT

LAND & STRUCTURES
GRANTS . CLAINS

WISCELLANEDU S 9,846.2 19,692.4 19,692.4 19,692.4 19,692.4 19,692.4
TOTAL OPERATING 9,846.2 19,692.4 19,692.4  19,692.4  19,692.4  19,692.4
CAPITAL
REVENUE

FUNDING: (Thousands of Daollars)

CGENERAL FUND

FEDERAL FUNDS
DT HER 9,846.2 19,692.4  19,692.4  19,692.4  19,692.4  19,692.4

TOTAL 9,846.2 19.692.4  19,692.4  19,692.4  19,692.4  19,692.4

POSITIONS:

FULL-TINE
PART-TINE
TENPORARY

Estimate of current year impact: None

AN ALY SIS (Attach o separate page Wnecessary.) FY 92 - 97 are the amounts deleted from the
Treasury budget on the attached fiscal note. Net incremental cost is zero.

Prepared By Wilten B Barker Phone: ABE-SMUT

Division: Treasury Date: [~ 1 (
Aopproved by Commissioner:

hgency: Revenwve Date: fj-

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

Rev 10/90 Page | of _ I _



o/
FISCAL N OTE ¢ ‘gVersion: & (X
STATE OF ALASKA (S) Publish Date:
1991 LEGISLATIVE SESSION
Revision Dale: Department Adected: Administration
Tine: Ao Aot Establishing the Alaska State bru: Retirement & _Benefits

Pension Corporation, components: Retirement & Benefits

Sponsor: Pourchot
Requester: COMPONENT SERITAL NO. § 4

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 82 FY 03 FY o4 FY §5% FY 48 FY 87
Personal Servives 0.0 0.0 0.0 0.0 0.0 0.0
Trave 00 0.0 0.0 0.0 0.0 0.0
LRI R R EEEITerees 00 -0t0 -0t0 -0t0 -0t0 -0t0
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants, Claims 0.0 0.0 0.0 0.0 0.0 0.0
Wiscellaneous 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITHL 0.0 0.0 0.0 0.0 0.0l 0.0
REVENUE 0.0 0.0 0.0 0.0 0.0 0.0
FUNDING: (Thousands of Dollars)
General Funds 0.0 0.0 0.0 0.0 0.0 0.0
Federal Funds 0.0 0.0 0.0 0.0 0.0 0.0
0 ther 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL 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 OO 00 00 00 00 00
Temporary 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of current year impact:
ANALY SIS (attach & separate page if necessary)
There ds no measvrable fiscal impact to the Division from this bill,
Prepared By: Gary M. Batder, Director V Phone: EEs -4 i
Division: Retirement and Date: Lrrsrgl
Aopproved By Commissioner: Date: JidirL
hgency: Administration
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, Impacted Agency(les)
Rev 10/90 page of





