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[ ‘- îndividual recommendations
NEW FISCAL NOTES: Dept/Date
[ f lf t e ro fiscal notes_________________

[ ] fiscal notes

PREVIOUS FISCAL NOTES: Dept/Date

[ ] fiscal notes



Bill Version: 3  (fp < 5  *7 

(S) Publish D ate: -  cR -
F1SCAL NOTE

REPORTED OUT OF
sfc - -----

STATE OF ALASKA v  
1992 LEGISLATIVE SESSION

Department Affected: Commerce & Econ.  Dev 

BRU: B a n k i n g ,  S e c u r i t i e s  & Corpor?- :

Component:____________________________________

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

S e n a t e  Ru le sSponsor:
Requestor: COMPONENT SERIAL NO,
EXPEN0ITURE8/REVENUE8: (Thousands of Dollars)

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

| REVENUE FUND RESOURCE

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
FUND SOURCE:
TOTAL

POSITIONS:

PART-TIME
TEMPORARY

Estimate of current year Impact:
C h a n g e s  i n  C-5 ( / £ v )

ANALYSIS (Attach a separate f h a v e  n o  f i s c a l  i n p a c t .  T h i s
f i s c a l  n o t e  i s  a p p r o p r i a t e .

A d a t e  ‘C o m te  A i d e  ( i n i t i a l )

Changes in t & q a t y y i H  ( )  
reflect NO FISCAL CHANGE from the original 
fiscal note. This fiscal noje is appropriate.

date Comte Aide (initial)

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

Division:_______ B a n k i n g ,  S e c u r i t i e s  & C o r p o r a t i v e "  v S y /  I

Approved by Commissioner: Glenn  A. Olds______

Agency: D e p a r tm e n t  o f  Commerce & Economic Development!  i
Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legis,

W FK/dgl l452D-l /021392a  
(Rev. 12/91)

Phone:

£ - / Z -

and Impacted Agency(les), 
Page _ ]   of



PERSONAL SERVICES 
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT 
LAND & STRUCTURES
GRANTS, CLAIMS 
MISCELLANEOUS

OPERATING

TOTAL OPERATING

| CAPITAL

Revision D ate: __________________________
Title: Investm ent poo ls fo r pub lic  en tities

S p o n so r  Senate  Rules by R equest o f  G overno r 
R e q u e s to r  (S) CRA C o m m itte e ________________

D ep a rtm en t A ffected: 
BRU: _______________

C om m unity  and  Regional Affairs

C om ponen t:

CO M PO N EN T SERIAL N O . 0 0 0 0

FY 95 FY 96 FY 97 FY 98

EXPENDITURES/REVENUES: (Thousands o f  Dollars)

STATE OF ALASKA 
1992 LEGISLATIVE SESSION SFC

REPORTED OUT OF
Bill V ersion:. 3  7JL

j s y / a ^ n .

E (S) Publish Date:. 3 L - A L

REVENUE 
FUND SOURCE:

FUNDING: (Thousands o f  D ollars)

GENERAL FUND 0.0 0.0 0.0 0.0 0.0 0.0
FEDERAL FUNDS
OTHER
FUND SOURCE:

I

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
TEMPORARY

Estimate o f  cu rren t y ea r im p a c t N o im pact

ANALYSIS : (A ttac

Prepared  By: 
Division: ___

C h a n g e s  i n  <Z,52A ( / / ^ )
h a v e  n o  f i s c a l  i m p a c t .  T h i s  
f i s c a l  n o t e  i s  a p p r o p r i a t e ,

' ' d a t e  G d m te  K i d d  ( i n i t i a l

__________ A dm inistrative Services Division

A pproved by C o m m iss io n er J_______
Agency:  D ep artm en t o f C om m unity  and  Regional Affairs

Changes in [ r p A . i
reflect NO FISCAL CHANGE from the original 
fiscal note. This fiscalnpte is appropriate.

date Comte Aide (initial)

Phone:
D ate:

465-4708
- J L / M Z 2 u

D ate: r'L*- - t ■» I

D is trib u tio n  (b y  p re p a re r ) : Leg . F in ., L eg is la tive  S p on so r , R eques to r, O M B /D B R , C o v . Legis. O fc . ,  & Im pac ted  A gency (Ie s ). 
R ev 1 0 /7 /9 1 Page 1 o f  1



STATE OF ALASKA
1992 LEG ISLATIVE SESSION
Revision Date: 2/6/92_________
Tide: An act relating to investment pools for public
entities: and providing for an effective date.________
Sponsor Rules Committee______________________

Requestor: Senator Frank

Department Affected: Revenue 
BRU: Operations 
Component: Treasury Management

C om ponent Serial No.

POSITIONS:

0 1 2 1

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

PERSONAL SERVICES

TRAVEL

CONTRACTUAL .

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE

GENERAL FUND/Unrestricted

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 0 0

FULL-TIME

PART-TIME

TEMPORARY

Estimate of current year impact: None

ANALYSIS:

Prepared by: Brian C. A n d r e w s ^ 3 ^ /  "
Division: Treasury  -s /_ )
Approved by Commissioner. £  S c r * - * —\  
Agency:

Phone: 465-2350
Date: February 6. 1992

Revenue 7
Distribution (by preparer): Legislative Finance, Legislative Sponsor. Reauestor, OMB, & Impacted Agency(ies) 
Rev 12/91 , -  • Changes in_ L ‘5>‘r*?> ^~7M n o  fir i

Changes  i n  d .S s £  3 7 * /  C ) reflect NO FISCAL CHANGE from the original 
h a v e  n o  f i s c a l  i m p a c t . T h i s  fiscal note. This fiscalnote is appropriate.
fiscal note is appropriate. ; ________

3 - / a - f X  : da,e Comte Aide (initial)

Page o f___

iaaaii
i



;—v
FISCAL NOTE

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Bill V ersion:

(S) Publish Date:

Revision Date: 2/7/92 Department Affected: Education
Title: Ait Act relating to investment pooling by public
entities.______________________________________
Sponsor: Senate Rules Committee______________
Requestor: Governor__________________________
Expenditures/Revenues: (Thousands of Dollars)

BRU: Executive Administration
Component: Commissioner's Office

COMPONENT SERIAL NO.

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPfTAL

REVENUE 
FUND SOURCE:

FUNDING: (Thousands o Dollars)
GENERAL FUND .
FEDERAL FUNDS
OTHER
FUND SOURCE: -
TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impac!:.
ANALYSIS: (Att ^  ) !

h a v e  no  f i s c a l  i m p a c t .  T h i s  
f i s c a l  n o t e  i s  a p p r o p r i a t e .

d a t e

reflect' 
fiscal note.

lE^m^original 
jteipippropildte:

— ---
Comte Aide (initiaif5^ ^ - ^

i t e '^ f d e ^ i r u . t i a l j '
Prepared by: Mike Maher Phone: 465-2800
Division: Commissioner's Office Date: 2/7/92

Approved by Commissioner: 
Agency: Education_______

Jerry Covey
Date: February 7.1992

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legis. Ofc., & Impacted Agency(ies).
Rev 10/07/91 Page of



7-GS2031\G

CS FO R SENATE BILL NO. 374 (FINANCE)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

| SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL

FOR AN ACT ENTITLED

1 "A n Act relating  to investment pools for public entities; and providing for an effective

2 date."

3 BE IT  ENACTED BY TH E LEGISLATURE O F TH E STATE O F ALASKA:

4 * Section 1. PURPOSE. The purpose of this Act is to provide a means for certain public entities to

5 secure the maximum investment return consistent with the preservation of capital and liquidity by

6 pooling money temporarily available for investment The Act allows for the establishment of

7 (1) centralized investment through pooling o f certain available money by participating

8 public entities; and

9 (2) operational and investment criteria for investment pools in order to attain the

10 maximum investment return for the public entities’ money consistent with the preservation o f capital and

11 liquidity.

12 * Sec. 2. AS 29.35 is amended by adding a new section to read:
i

113 Sec. 29.35.015. INVESTMENT POOLS. A municipality may invest money in

14 investment pools for public entities as authorized under AS 37.23 only if  that municipality has

-1-
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1 obtained the consent of its governing body through an ordinance authorizing the participation.

2 * Sec. 3. AS 37 is amended by adding a new chapter to read:

3 CHAPTER 23. INVESTMENT POOLS FOR PUBLIC ENTITIES.

4 Sec. 37.23.010. INVESTMENT POOL PARTICIPATION, (a) Subject to this chapter,

5 a public entity may enter into an agreement with other public entities to form and manage an

6 investment pool under which funds o f the participating public entities are administered, and

7 invested jointly. A public entity, by itself or with other public entities, may form a nonprofit

8 corporation for the purpose of managing an investment pool.

9 (b) A public entity participating in an in'. ,stment pool or a nonprofit corporation formed

10 under (a) of this section may spend money reasonably necessary for the management of the pool,

11 including the employment of staff. Income from investments of the pool may be used for

12 management costs.

13 (c) The registration requirements o f AS 45.55 do ^ot apply to an investment pool formed

14 under this chapter or to participating public entities with respect to activities o f the pool.

15 Sec. 37.23.020. AUTHORIZED INVESTMENTS. An investment pool may invest only

16 in securities that have a final maturity date within 13 months after the date o f purchase.

17 Investments may only include

18 (1) obligations o f the United States and of an agency or instrumentality o f the

19 United States;"

20 (2) repurchase and reverse repurchase agreements secured by the Treasury o f the

21 United States and obligations o f an agency or instrumentality o f the United States;

22 (3) certificates of deposit, bankers acceptances, and other similar obligations of

23 a bank domiciled in the United States that has

24 (A) outstanding debt rated A or higher by at least one o f the nationally

25 recognized rating services; and

26 (B) a combined capital and surplus aggregating at least $500,000,000;

27 (4) commercial paper and other short-term taxable instruments that, at the time

28 of investment, maintain the highest rating by at least two nationally recognized rating services;

29 (5) obligations of a corporation domiciled in the United States or obligations of

30 a municipality that are taxable under federal law, if the obligations are rated A or higher by at

31 least two nationally recognized rating services at the time of investment;

CSSB 374(FIN) -2-
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(6) certificates of deposit that are issued by a state or federally chartered financial 

institution that is a commercial or mutual bank, savings and loan association, or credit union, if 

the institution’s principal office is in the state, and if the institution’s accounts are insured 

through the appropriate federal insuring agency of the United States, regardless o f whether the 

institution meets the requirements of (3) of this section;

(7) money market funds in which the securities o f the fund consist o f obligations 

listed in this section and otherwise meet the requirements o f this chapter,

(8) other cash equivalent investments with a maturity date o f one year or less after 

date o f  the investment that are of similar quality to those listed in (1) - (7) of this section, are 

rated A or higher by at least one of the nationally recognized rating services, and are approved 

by the public entities participating in that investment pool.

Sec. 37.23.030. COLLATERALI2!ATION. Investment in certificates o f deposit under 

AS 37.23.020(6) and the entire amount o f principal and interest payable upon maturity of the 

certificates must be collateralized by a combination of securities that are marked to market at 

least monthly and have maturity dates that do not exceed five years. Only the following 

securities may serve as collateral:

(1) obligations of the United States with a maturity date o f five years or less after 

the date o f the pool’s investment transaction, and with a market value o f at least 102 percent;

(2) securities in United States agencies or instrumentalities that are actively traded, 

other than mortgage pass-through securities, with a maturity date of

(A) one year or less after the date of the pool’s investment transaction, and 

with a market value o f at least 103 percent;

(B) of more than one year and less than five years after the date o f the 

pool’s investment transaction, and with a market value o f at least 107 percent;

(3) mortgage pass-through securities issued by the Government National Mortgage 

Association with a market value of at least 120 percent;

(4) obligations of the state or its political subdivisions secured by the full faith, 

credit, and taxing power of the state or its political subdivisions, rated A or higher by at least one 

o f the nationally recognized rating services, with a maturity date o f

(A) one year or less after the date of the pool’s investment transaction, and 

with a market value of at least 102 percent;

-3-
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1 (B) more than one and less than five years after the date o f the pool’s

2 investment transaction, and with a market value of at least 107 percent

3 Sec. 37.23.040. PORTFOLIO RESTRICTIONS. The portfolio o f an investment pool

4 under this chapter may not contain

5 (1) more than five percent o f total investments in securities of one issuer unless

6 the securities are an obligation o f or guaranteed by the United States;

7 (2) more than 30 percent o f total investments in securities of companies whose

8 principal business is in the same industry; or

9 (3) transactions in futures, options, derivative securities, or short sales.

10 Sec. 37.23.050. INVESTMENT MANAGEMENT. The public entities participating in

11 an investment pool under this chapter shall provide for management of investments in the pool

12 by contracting for investment management and related services with

13 (1) a securities broker-dealer registered under AS 45.55.030 and under 15 U.S.C.

14 78o (Securities Exchange Act o f 1934) if  the broker-dealer is employed by a company with a

15 permanently staffed office located in the state;

16 (2) an investment adviser registered under AS 45.55.030 and under 15 U.S.C.

17 80b-3 (Investment Advisers Act o f 1940);

18 (3) the Department of Revenue; or

19 (4) a financial institution that is a state or federally chartered commercial or

20 mutual bank, savings and loan association, or credit union, if  the institution’s principal office is

21 in the state, if  the institutions’s accounts are insured through the appropriate federal insuring

22 agency of the United States, and if  the institution has trust powers under state or federal law.

23 Sec. 37.23.060. INVESTMENT RESPONSIBILITIES. The management and investment

24 o f assets by investment pools shall be done with the care, skill, prudence, and diligence under

25 the circumstances then prevailing that an institutional investor would use in the conduct o f an

26 enterprise o f a like character and with like aims.

27 Sec. 37.23.070. REPORTS; DISCLOSURE STATEMENT, (a) The manager o f an'

28 investment pool shall provide to the participating public entities a monthly report on the

29 allocation o f income of investments of the pool and describing activities of the pool. At least

30 annually, the manager o f an investment pool shall provide a disclosure statement on the

31 management and operation o f the pool to each public entity participating in the p o o l The
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disclosure statement must include a copy o f the annual audit required under AS 37.23.080.

(b) A public entity participating in an investment pool that is an organization composed 

of political subdivisions of the state shall promptly provide a copy o f each report or statement 

received under (a) of this section to its members who are participating in the investment pool.

(c) The manager of an investment pool shall provide to a prospective participant in the 

pool copies of monthly reports prepared under (a) of this section for the past year, and a  copy 

o f the most recent disclosure statement prepared under (a) o f this section.

Sec. 37.23.080. ANNUAL AUDIT. By September 30 o f each year, the manager of an 

investment pool shall submit to the participating public entities an audit of the pool’s investments 

as of June 30 of that year. The audit must be performed by a certified public accountant licensed 

under AS 08.04 who is not

(1) an employee of a public entity participating in the investment pool; or

(2) a contractor or an employee o f a contractor who performed investment 

services for the investment pool.

Sec. 37.23.090. LIMITATION OF LIABILITY. The state, except when providing 

investment management and related services under AS 37.23.050(3), and participating public 

entities are not liable for any acts or omissions of an investment manager with whom the 

participating entities have contracted for investment management and related services under 

AS 37.23.050.

Sec. 37.23.900. DEFINITION. For purposes of this chapter, "public entity" means a 

political subdivision of the state, including a municipality and its subdivisions, a school district, 

a regional educational attendance area, or an organization composed o f political subdivisions of 

the state.

Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

-5-
New Text Underlined (DELETED TEXT BRACKETED]

CSSB 374(FIN)



AMENDMENT

OFFERED IN THE SENATE BY SENATOR POURCHOT
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CS FOR SENATE BILL NO. 374 (FINANCE)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY T H E  FINANCE COM M ITTEE

O ffered:
R eferred:

S p o n so rs): SENATE RULES COM M ITTEE BY REQUEST OF TH E GOVERNOR

A BILL

FO R AN ACT ENTITLED

1 "A n Act re la ting  to investment pools for public entities; and providing for an  effective

2 date."

3 BE IT  ENACTED BY THE LEGISLATURE O F  TH E STATE OF ALASKA:

4 * Section 1. PURPOSE. The purpose of this Act is to provide a means for certain public entities to

5 secure the maximum investment return consistent with the preservation of capital and liquidity by

6 pooling money temporarily available for investment The Act allows for the establishment of

7 (1) centralized investment through pooling of certain available money by participating

8 public entities; and

9 (2) operational and investment criteria for investment pools in order to attain the

10 maximum investment return for the public entities’ money consistent with the preservation of capital and

11 liquidity.

12 * Sec. 2. AS 29.35 is amended by adding a new section to read:

13 Sec. 29.35.015. INVESTMENT POOLS. A municipality may invest money in

14 investment pools for public entities as authorized under AS 37.23 only if  that municipality has

-1-
New Text Underlined [DELETED TEXT BRACKETED]

CSSB 374(FIN)



1 obtained the consent of its governing body through an ordinance authorizing the participation.

2 * Sec. 3. AS 37 is amended by adding a new chapter to read:

3 CHAPTER 23. INVESTMENT POOLS FOR PUBLIC ENTITIES.

4 Sec. 37.23.010. INVESTMENT POOL PARTICIPATION, (a) Subject to this chapter,

5 a public entity may enter into an agreement with other public entities to form and manage an

6 investment pool under which funds o f the participating public entities are administered and

7 invested jointly. A public entity, by itself or with other public entities, may form a nonprofit

8 corporation for the purpose of managing an investment pool.

9 (b) A public entity participating in an investment pool or a nonprofit corporation formed

10 under (a) o f this section may spend money reasonably necessary for the management o f the pool,

11 including the employment of staff. Income from investments of the pool may be used for

12 management costs.

13 (c) The registration requirements of AS 45.55 do not apply to an investment pool formed

14 under this chapter or to participating public entities with respect to activities of the pool.

15 Sec. 37.23.020. AUTHORIZED INVESTMENTS. An investment pool may invest only

16 in securities that have a final maturity date within 13 months after the date o f purchase.

17 Investments may only include

18 (1) obligations o f the United States and o f an agency or instrumentality o f the

19 United States;

20 (2) repurchase and reverse repurchase agreements secured by the Treasury o f the

21 United States and obligations of an agency or instrumentality o f the United States;

22 (3) certificates of deposit, bankers acceptances, and other similar obligations of

23 a bank domiciled in the United States that has

24 (A) outstanding debt rated A or higher by at least one of the nationally

25 recognized rating services; and

26 (B) a combined capital and surplus aggregating at least $500,000,000;

27 (4) commercial paper and other short-term taxable instruments that, at the time

28 of investment, maintain the highest rating by at least two nationally recognized rating services;

29 (5) obligations of a corporation domiciled in the United States or obligations of

30 a municipality that are taxable under federal law, if the obligations are rated A or higher by at

31 least two nationally recognized rating services at the time o f investment;

WORK DRAFT WORK DRAFT WORK DRAFT
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1 (6) certificates of deposit that are issued by a state or federally chartered financial

2 institution that is a commercial or mutual bank, savings and loan association, or credit union, if

3 the institution’s principal office is in the state, and if the institution’s accounts are insured

4 through the appropriate federal insuring agency of the United States, regardless of whether the

5 institution meets the requirements of (3) o f this section;

6 (7) money market funds in which the securities of the fund consist of obligations

7 listed in this section and otherwise meet the requirements o f this chapter;

8 (8) other cash equivalent investments with a maturity date of one year or less after

9 date of the investment that are of similar quality to those listed in (1) - (7) of this section, are

10 rated A or higher by at least one o f the nationally recognized rating services, and are approved

11 by the public entities participating in that investment pool.

12 Sec. 37.23.030. COLLATERALIZATION. Investment in certificates of deposit under

13 AS 37.23.020(6) and the entire amount o f principal and interest payable upon maturity of the

14 certificates must be collateralized by a combination of securities that are marked to market at

15 least monthly and have maturity dates that do not exceed five years. Only the following

16 securities may serve as collateral:

17 (1) obligations of the United States with a maturity date o f five years or less after

18 the date o f the pool’s investment transaction, and with a market value o f at least 102 percent;

19 (2) securities in United States agencies or instrumentalities that are actively traded,

other than mortgage pass-through securities, with a maturity date of

(A) one year or less after the date of the pool’s investment transaction, and 

with a market value of at least 103 percent;

(B) of more than one year and less than five years after the date o f the 

pool’s investment transaction, and with a market value of at least 107 percent;

WORK DRAFT WORK DRAFT WORK DRAFT

Association with a market value of at least 120 percent;

(4) obligations of the state or its political subdivisions secured by the full faith, 

credit, and taxing power of the state or its political subdivisions, rated A or higher by at least one 

o f the nationally recognized rating services, with a maturity date of

(A) one year or less after the date of the pool’s investment transaction, and 

with a market value of at least 102 percent;
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1 (B) more than one and less than five years after the date of the pool’s

2 investment transaction, and with a market value of at least 107 percent.

3 Sec. 37.23.040. PORTFOLIO RESTRICTIONS. The portfolio of an investment pool

4 under this chapter may not contain

5 (1) more than five percent of total investments in securities of one issuer unless

6 the securities are an obligation of or guaranteed by the United States;

7 (2) more than 30 percent of total investments in securities of companies whose

8 principal business is in the same industry; or

9 (3) transactions in futures, options, derivative securities, or short sales.

10 Sec. 37.23.050. INVESTMENT MANAGEMENT. The public entities participating in

11 an investment pool under this chapter shall provide for management of investments in the pool

12 by contracting for investment management and related :ervices with

13 (d?)iavSecuritieSibroker-dealer«registered’under^AS:f45^55;030:andmnder<45sUTS;.Gf

14 ^7i8p*(Securities?Exchange,?Act:of-4934);#therbroker-dealer-:is'employed=byNa,company^with a

15 ^permanently* staffed’ office-located .in, the state;*B£aUUkSUt&SlS&S££tU!Z tit iWMwan.'iic nv̂ za>:

16 (2) an investment adviser registered under AS 45.55.030 and under 15 U.S.C.

17 80b-3 (Investment Advisers Act of 1940);

18 (3) the Department o f Revenue; or

19 (4) a financial institution that is a state or federally chartered commercial or

20 mutual bank, savings and loan association, or credit union, if  the institution’s principal office is

21 in the state, if  the institutions’s accounts are insured through the appropriate federal insuring

22 agency of the United States, and if the institution has trust powers under state or federal law.

23 Sec. 37.23.060. INVESTMENT RESPONSIBILITIES. The management and investment

24 o f assets by investment pools shall be done with the care, skill, prudence, and diligence under

25 the circumstances then prevailing that an institutional investor would use in the conduct of an

26 enterprise of a like character and with like aims.

27 Sec. 37.23.070. REPORTS; DISCLOSURE STATEMENT, (a) The manager of an

28 investment pool shall provide to the participating public entities a monthly report on the

29 allocation of income o f investments of the pool and describing activities of the pool. At least

30 annually, the manager o f an investment pool shall provide a disclosure statement on the

31 management and operation o f the pool to each public entity participating in the pool. The
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1 disclosure statement must include a copy o f the annual audit required under AS 37.23.080.

2 (b) A public entity participating in an investment pool that is an organization composed

3 o f political subdivisions o f the state shall promptly provide a copy of each report or statement

4 received under (a) of this section to its members who are participating in the investment pool.

5 (c) The manager of an investment pool shall provide to a prospective participant in the

6 pool copies of monthly reports prepared under (a) of this section for the past year, and a copy

7 of the most recent disclosure statement prepared under (a) o f  this section.

8 Sec. 37.23.080. ANNUAL AUDIT. By September 30 o f each year, the manager o f an

9 investment pool shall submit to the participating public entities an audit of the pool’s investments

10 as of June 30 of that year. The audit must be performed by a certified public accountant licensed

11 under AS 08.04 who is not

12 (1) an employee o f a public entity participating in the investment pool; or

13 (2) a contractor or an employee of a contractor who performed investment

14 services for the investment pool.

15 Sec. 37.23.090. LIMITATION OF LIABILITY. The state, except when providing

16 investment management and related services under AS 37.23.050(3), and participating public

17 entities are not liable for any acts or omissions of an investment manager with whom the

18 participating entities have contracted for investment management and related services under

19 AS 37.23.050.

20 Sec. 37.23.900. DEFINITION. For purposes of this chapter, "public entity" means a

21 political subdivision of the state, including a municipality and its subdivisions, a school district,

22 a regional educational attendance area, or an organization composed o f political subdivisions of

23 the state.

24 * Sec. 4. This Act takes effect immediately under AS 01.10.070(c).
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217 Second Street. Suite 200 ■ Juneau, Alaska 99801 ■ Tel (907)586-1325, Fax (907)463-5480

February 28, 1992 

MEMORANDUM
TO: Senator Pat Pourchot, Co-Chairman, Senate Finance Committee

FROM: Scott A. Burgess, Executive Directorc^ y - - ' ^

SUBJECT: Hearing Request for SB 374 - investment Pools

I would appreciate your scheduling a hearing on SB 374, An Act relating to investment pools for 
public entities, on Monday, March 16,1992 or as soon thereafter as possible. As you know, this 
bill incorporates a legislative priority o f the Alaska Municipal League. I will be in Washington, 
D.C. on business March 5-14, 1992 and am told the Committee’s schedule will not permit a 
hearing prior to those dates.

CS for SB 374 (CRA) passed out February 26, 1992 and has a further referral to the Finance 
Committee. The Alaska Municipal League supports the CS as an improvement over the bill as 
introduced. In addition to drafting changes made by Legal Services, the CS (marked copy 
attached) makes substantive changes in two areas:

1. Deleted the original language in Section 2. The original language referenced 
investment pools and REAA’s in AS 14 and approval by the Commissioner of Education. 
This was determined to be unnecessary by the CRA Committee because DOE does not 
oversee any other investments by REAA’s, DOE objected as not having the expertise to 
determine proper investments but does audit REAA’s, and the bill limits authorized 
investments. The AML supports this deletion.

2. Clarifies the application of the Alaska Security Act. The language in (c) on lines 13-14 
on page 2 of the CS clarifies that the pool is exempted from the registration requirements 
(not the fraud provisions) of the Alaska Security Act as are political subdivisions; and, on 
line 13, page 4, adds that an investment adviser must be registered under AS 45.55.030 
(Alaska Securities Act) as well as under the federal securities act. The Division of Banking 
and Securities and AML support these additions.

While removing the Department of Revenue as a contractor in Section 37.23.050(2) was 
discussed, the Department objected and no change was made. AML does not intend to use the 
Department but it does not object to  the language providing another contract option given the 
legislation does not authorize the state to form or invest in a public entity pool. .

Thank you for scheduling SB 374 for March 16 or soon thereafter, and for your support.

Attachment

ALASKA 
MUNICIPAL 

LEAGUE
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February 10, 1992

P o s i t i o n  P a p e r

S B  3 7 4  - I n v e s t m e n t  P o o l s  f o r  P u b l i c  E n t i t i e s

The Alaska Municipal League supports SB 374, an Act relating to investment pools for public 
entities. Such legislation authorizing the formation and operation of investment pools by and for 
public entities, such as municipalities, school districts, and organizations composed of public 
entities, is a legislative priority of the Alaska Municipal League. SB 374 represents a compromise 
on behalf of the AML and the administration to meet their objections which resulted in Governor 
Hi'ckel's veto of SB 182, introduced last year by the Senate Community and Regional Affairs 
Committee at the request of the League. See a copy of the AML’s Municipal Piatform statement • 
on investment pool legislation attached.

The major difference between SB 374 and CS for SB 182 (Finance), the legislation approved by 
the legislature last year, is one of philosophy. As authorizing legislation requiring cooperative 
agreements, CS for SB 182 (Finance) relied on the agreements or contracts between the public 
entities (which do not include the State o f Alaska and state funds) choosing to participate in an 
investment pool to spell out in detail investment criteria and policies. SB 374, which also requires 
such agreements, puts many of these criteria and policies, such as a list of authorized 
investments, collateralization and reporting requirements, and liability limitations, in siatute. The 
result is a longer bill with perhaps less flexibility on the part of the pool to respond to the 
sometimes rapidly changing world of finance; but, the effect will be the same - an investment 
alternative for public entities to realize maximum returns on short-terrn, non-pension funds 
consistent with the preservation of capital and liquidity. SB 374 would allow municipalities, 
school districts, and the AML to form, operate, and invest in an investment pool for public 
entities.

The AML has spent considerable time and money researching and developing an investment 
pool and has been ready to proceed with the formation of a pool fo r public entities under this 
or similar legislation for over a year. The Alaska Municipal League urges the passage of SB 374 
or similar legislation as soon as possible.

Attachment

S V36:SB374HB4.32
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I n v e s t m e n t  P o o l i n g  

f o r  P u b l i c  E n t i t i e s

The Alaska Municipal League urges the legislature and the governor to approve 
legislation authorizing public entitles to enter into agreements with other public 
entities regarding the formation and operation of investment pools under which 
funds of the participating public entities can be administered and invested jointly.
Governor Hickel vetoed investment pool legislation (SB 182) introduced at the request of 
the Alaska Municipal League and passed by the 17th Legislature in 1991. The League 
continues to support such legislation to allow formation of a pool to provide professional 
investment advice and services to "public entities" for short-term, non-pension funds. 
Investments in such a poo! would emphasize security and liquidity while providing a good 
rate of return. Investment policies and procedures would be included in the agreement 
between the poo! and the entity choosing to participate. The pool would utilize only 
prime grade securities with short-term maturities and those with active secondary 
markets. "Public entities" should include municipalities, municipal school districts, REAA’s, 
and organizations composed of such entities.
Such legislation would clarify the "joint powers" statute (AS 29.35.010 (13)) to specifically 
authorize such pools, give the AML the authority to establish the pool as a service 
program, and assist the pool in receiving a favorable IRS tax ruling. The AML is not 
seeking the assistance of the state in operating the pool. No state funds would be 
involved, and therefore there is no liability on the state. This is an example of how 
municipalities and school districts can work together to assist themselves and reduce 
their dependence on the state.
Local government investment pools exist in over 28 states. Some are operated by the 
state treasury and some are independent of the state. In November 1989, the AML 
membership, representing 125 municipalities, passed a resolution asking the AML Board 
of D rectors to investigate the feasibility of a municipal investment pool. After a great deal 
of research and expense, the AML 1) determined the feasibility of such a poo! and 
decided to proceed with the formation of a pool, 2) introduced legislation to clarify the 
League’s authority to form and operate a pool, and 3) after sending out a request for 
proposals, selected a professional investment management firm and financial institution 
to assist the League with the formation and operation of the pool. Unfortunately, even 
though the legislation was approved by the legislature, Governor Hickel vetoed the 
legislation, delaying the implementation of the League pool.
The AML is waiting for the passage of legislation to establish a pool to provide investment 
services to public entities to protect and make the most of public funds.

Member of the National League of Cities and the National Association of Counties
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F e b r u a r y  1991

A l a s k a  M un ic ipa l  League 
I n v e s t m e n t  Pool L e g i s l a t i o n  and Program J u s t i f i c a t i o n

The A l a s k a  M u n ic ip a l  League (AML) u r g e s  t h e  p a s s a g e  o f  l e g i s l a t i o n  t o  
a u t h o r i z e  t h e  f o r m a t i o n  o f  i n v e s t m e n t  p o o l s  u n d e r  T i t l e  29 .  The AML w i s h e s  
t o  fo rm  an i n v e s t m e n t  pool  t o  improve  t h e  e f f i c i e n c y  and e f f e c t i v e n e s s  o f  
m u n i c i p a l i t i e s  and o t h e r  l o c a l  p u b l i c  e n t i t i e s  s t a t e w i d e  in  t h e  i n v e s t m e n t  
o f  t h e i r  s h o r t - t e r m ,  " i d l e , "  p u b l i c  f u n d s .  The o b j e c t i v e s  o f  t h e  p o o l ’ s 
i n v e s t m e n t s ,  i n  o r d e r  o f  p r i o r i t y ,  w i l l  be 1) s e c u r i t y ,  2) l i q u i d i t y ,  and 
3)  r e t u r n .  In t h e  a b s e n c e  o f  an A l a s k a  " j o i n t  powers  a c t , "  t h e  AML i s  
s e e k i n g  l e g i s l a t i o n  t o  a u t h o r i z e  a p u b l i c  e n t i t y  o r  a n o n p r o f i t  c o r p o r a t i o n  
t o  fo rm  and e n t e r  i n t o  a g r e e m e n t s  f o r  t h e  p u r p o s e  o f  i n v e s t i n g  f u n d s .

M'ny AML member m u n i c i p a l i t i e s  and s c hoo l  d i s t r i c t s  do n o t  have  banks  in  
t h e i r  c o m m u n i t i e s ,  much l e s s  i n v e s t m e n t  o p t i o n s .  In c e r t a i n  c a s e s ,  
m u n i c i p a l i t i e s  l o s t  f u n d s  when s e v e r a l  banks  f o l d e d  in  t h e  1 9 8 0 ’ s b e c a u s e  
t h e i r  f u n d s  were  n o t  c o l l a t e r a l i z e d .  As f e d e r a l  and s t a t e  f i n a n c i a l  
a s s i s t a n c e  t o  m u n i c i p a l i t i e s  have d e c l i n e d ,  making t h e  mos t  o f  l o c a l  fu n d s  
t h r o u g h  i n t e r e s t  r e v e n u e s  c o n t i n u e s  t o  be i m p o r t a n t .

The AML mem bersh ip  o f  o v e r  125 m u n i c i p a l i t i e s  p a s s e d  a r e s o l u t i o n  in  
November 1989 d i r e c t i n g  t h e  AML Board o f  D i r e c t o r s  t o  i n v e s t i g a t e  t h e  
f e a s i b i l i t y  o f  a m u n i c i p a l  i n v e s t m e n t  p o o l .  The AML formed a c o m m i t t ee  o f  
m u n i c i p a l  o f f i c i a l s  t o  i n v e s t i g a t e  t h e  need and f e a s i b i l i t y  o f  a p o o l .  The 
c o m m i t t e e  s u r v e y e d  m u n i c i p a l i t i e s  and s c hoo l  d i s t r i c t s  in  J u n e  1990 t o  
g a t h e r  i n f o r m a t i o n  on l o c a l  i n v e s t m e n t  p r a c t i c e s  and i n t e r e s t  i n  
p a r t i c i p a t i n g  i n  a p o o l .  Over  50 r e s p o n s e s  were r e c e i v e d  i n d i c a t i n g :

o I d l e  f u n d s  may be s u f f i c i e n t  t o  form a pool 
o A s i g n i f i c a n t  number o f  r e s p o n d e n t s  do n o t  have  w r i t t e n

i n v e s t m e n t  p o l i c i e s  
o Few m u n i c i p a l i t i e s  and s c h o o l  d i s t r i c t s  employ i n v e s t m e n t  

p r o f e s s i o n a l s  
o Few do n o t  c o l l a t e r a l i z e  t h e i r  i n v e s t m e n t s  
o Most r e s p o n d e n t s  i n v e s t  i n  a b road  v a r i e t y  o f  i n v e s t m e n t  

i n s t r u m e n t s
o Some r e s p o n d e n t s  i n d i c a t e d  t h a t  t h e y  had i n v e s t m e n t s  o f  o v e r  2 

y e a r s  in  t e r m s  which may n o t  be p r u d e n t  f o r  t h e s e  p u b l i c  
fu n d s

o An i n v e s t m e n t  pool  would b roaden  t h e  i n v e s t m e n t  o p t i o n s
a v a i l a b l e  t o  even t h e  most  s o p h i s t i c a t e d ,  i n v e s t o r  
m u n i c i p a l i t i e s / s c h o o l  d i s t r i c t s  

o The l e s s  s o p h i s t i c a t e d  m u n i c i p a l i t i e s / s c h o o l  d i s t r i c t s  would
b e n e f i t  f rom s a f e k e e p i n g ,  y i e l d  o f  a p o o l ,  and 
p r o f e s s i o n a l  a d v i c e .

Member of the National League of Cities and the National Association of Counties



The c o m m i t t e e . r e v i e w e d  i n v e s t m e n t  p o o l s  o p e r a t i n g  i n  13 s t a t e s .  These  p o o l s  
a r e  o p e r a t e d  w i t h i n  t h e  s t a t e  t r e a s u r e r ’ s o f f i c e  o r  a i n d e p e n d e n t  n o n - p r o f i t  
c o r p o r a t i o n s .  The c o m m i t t e e  i s  l e a n i n g  t o w a r d  u s i n g  a money m a r k e t  fund 
l i m i t e d  t o  v e r y  s e c u r e  t y p e s  o f  i n v e s t m e n t s .  The r e t u r n  on i n v e s t m e n t s  
would  be improved by i n c r e a s i n g  volume and t e r m  t h r o u g h  p o o l i n g  r a t h e r  t h a n  
on i n c r e a s i n g  r i s k .

In S e p t e m b e r  1990,  t h e  AML Board a u t h o r i z e d  t h e  c o m m i t t e e  t o  p r o c e e d  w i t h  
e s t a b l i s h i n g  an i n v e s t m e n t  pool  by i n t r o d u c i n g  l e g i s l a t i o n  and d i s t r i b u t i n g  
a r e q u e s t  f o r  p r o p o s a l  f o r  a f i r m ( s )  t o  a s s i s t  t h e  AML w i t h  manag ing  pool  
and i n v e s t i n g  t h e  f u n d s  on b e h a l f  o f  e n t i t i e s  who c h o o s e  t o  p a r t i c i p a t e  i n  
t h e  p o o l .

A r e q u e s t  f o r  p r o p o s a l  f rom f i r m s  w i s h i n g  t o  b i d  on p r o v i d i n g  
a d m i n i s t r a t i o n ,  c u s t o d i a l  and i n v e s t m e n t  s e r v i c e s  ha s  been  f i n a l i z e d  and 
w i l l  bu d i s t r i b u t e d  in  March.  AML i s  a l s o  w o r k in g  w i t h  a l aw  f i r m  t o  
d e v e l o p  t h e  n e c e s s a r y  l e g a l  d o c u m e n t s .  I f  t h e  l e g i s l a t i o n  p a s s e s  t h i s  
s e s s i o n  as  p l a n n e d ,  i t  i s  t h e  i n t e n t  o f  t h e  AML t o  e s t a b l i s h  t h e  pool  and 
a c c e p t  f u n d s  a s  o f  J u l y  1, 1991.

The l e g i s l a t i o n  would  have  a z e r o  f i s c a l  n o t e  and would n o t  a f f e c t  t h e  S t a t e  
o f  A l a s k a .  P a r t i c i p a t i o n  i n  t h e  pool  by e l i g i b l e  p u b l i c  e n t i t i e s  would be 
o p t i o n a l .  The AML Board o f  D i r e c t o r s  u r g e s  t h e  L e g i s l a t u r e  t o  p a s s  t h e  
i n v e s t m e n t  pool  l e g i s l a t i o n  in  t h e  F i r s t  S e s s i o n  o f  t h e  17 th  A l a s k a  S t a t e  
L e g i s l a t u r e  t o  e n a b l e  t h e  AML t o  i m m e d i a t e l y  b e g i n  t o  im prove  t h e  e f f i c i e n c y  
and e f f e c t i v e n e s s  o f  p a r t i c i p a n t s  i n  t h e  i n v e s t m e n t s  o f  t h e i r  p u b l i c  f u n d s .

AML In v e s tm e n t Pool
F e b ru a ry  1991
P=ige 2
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D E F T .  O F  C O M M U N I T Y  «Sc R E G I O N A L  A F F A I R S

OFFICE OF THE COMMISSIONER 
tpril 9, 1989

WALTER J. HICKEL, GOVERNOR

□ P.O. SOX S
JUNEAU. ALASKA 99811-2100 
PHONE: (907) 465-4700

□ 949 E. 36TH AVENUE. SUITE 400
ANCHORAGE, ALASKA 99508-4302 
PHONE: (907) 563-1073

T he H o n o r a b l e  A1 A d a m s  
A l a s k a  S t a t e  S e n a t e  
P.O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  Ada m s :

RE: E F F E C T  OF  S B  182 O N  L O C A L L Y  G E N E R A T E D  R E V E N U E S  F O R  S T A T E
'•REVENUE S H A R I N G  P R O G R A M  P U R P O S E S

This_ is in r e s p o n s e  to y o u r  i n q u i r y  b e f o r e  t h e  S e n a t e  F i n a n c e  
C o m m i t t e e  on A p r i l  9, of the p o t e n t i a l  e f f e c t  SB 182 m a y  h a v e  
on l o c a l l y  g e n e r a t e d  r e v e n u e s  u n d e r  t h e  S t a t e  R e v e n u e  S h a r i n g  
P r o g r a m .  P u r s u a n t  to A l a s k a  S t a t u t e  2 9 . 6 0 . 0 1 0  (c)(2)(B)
( e n c l o s e d ) ,  r e v e n u e  d e r i v e d  f r o m  i n t e r e s t  e a r n e d  on i n v e s t m e n t s  
is e x c l u d e d  in the c a l u l a t i o n  for the S t a t e  R e v e n u e  S h a r i n g  
p a y m e n t  u n d e r  the M u n i c i p a l  T a x  R e s o u r c e  E q u a l i z a t i o n  
A c c o u n t .

P l e a s e  f e e l  f r e e  to c o n t a c t  m e  at 4 6 5 - 4 7 3 3  s h o u l d  y o u  h a v e  
f u r t h e r  q u e s t i o n s .

S i n c e r e l y ,

!dgar iJlatchford kj 
C o m m i s s i o n e r

cc: S e n a t o r  K e r t t u l a ,  C o - C h a i r m a n
S e n a t o r  P o u r c h o t ,  C o - C h a i r m a n
S e n a t o r  D u n c a n ,  V i c e - C h a i r m a n
S e n a t o r  H o f f m a n ,  C o m m i t t e e  M e m b e r  
S e n a t o r  S h u l t z ,  C o m m i t t e e  M e m b e r  
S e n a t o r  U e h l i n g ,  C o m m i t t e e  M e m b e r  
S e n a t e  F i n a n c e  C o m m i t t e e

R o b e r t  H. K n i g h t ,  D i r e c t o r
P a u l i n e  V a l h a ,  S t a t e  R e v e n u e  S h a r i n g  P r o g r a m  M a n a g e r  
M u n i c i p a l  a n d  R e g i o n a l  A s s i s t a n c e  D i v i s i o n

21-P1LH



§29.60.010 A L A S K A  STATUTES §29.60.010

5. C o m m u n ity  Facilities G ran ts  (Secs. 29.60.400 - 29.60.440)
6. S hared  F isheries B usiness Tax (Sec. 29.60.450)

ARTICLE 1. Municipal Tax Resource 
Equalization.

S ec tio n
10. S tate eq u a liza tio n  of tax 

resou rces for m u n ic ip a l 
serv ices  

20. D e te rm in a tio n  of 
p o p u la tio n  

30. D e term in a tio n  of m illage  
ra te  e q u iv a len t

40. R ep o rts  
50. L im ita tio n  on  

c o m p u ta tio n  an d  
use  o f p ay m en ts  

60. Tax e q u a liza tio n  acco u n t 
70. A d m in is tra t io n  
80. D e fin itio n s

Sec. 29.60.010. S ta te  e q u a l iz a t io n  o f tax  re s o u rc e s  fo r  
m u n i c i p a l  s e r v ic e s ,  (a) D u rin g  each  s ta te  f isc a l y e a r  the  
d e p a r tm e n t  s h a ll  c o m p u te  a n  e q u a liz a t io n  e n t i t le m e n t  fo r 
m u n ic ip a l se rv ices  p ro v id e d  by  a tax in g  u n it  fo r  p a y m e n t the  
fo llow ing  s ta te  fiscal year.

(b) The e q u a liza tio n  e n title m e n t co m p u ted  fo r a tax ing  u n it 
is b a sed  on  the p o p u la tio n , re la tiv e  ab ility  to g e n e ra te  rev en u e , 
an d  local tax  b u rd e n  of th e  tax in g  u n it an d  is d e te rm in e d  b y  the 
ap p lica tio n  of the fo rm u la

E n titlem en t= P  x R
w here  P = p o p u la tio n , a n d
R =m illage ra te  e q u iv a len t, d e te rm in e d  by  d iv id in g  the  su m  

of the locally  g en era ted  re v e n u e  o f the tax ing  u n it b y  o n e -ten th  of 
one  p e rcen t of the  fu ll a n d  tru e  v a lue  of assessed  p ro p e r ty  of the  
tax ing  u n it  d e te rm in e d  u n d e r  AS 29.60.030(d); h o w e v e r, the  p e r  
cap ita  p ro p e rty  v a lu e  u se d  u n d e r  th is su b sec tion  m ay  n o t be  less 
th an  15 p e rcen t of the  s ta te w id e  av erage  p e r c ap ita  fu ll a n d  tru e  
assessed  p ro p e rty  value.

(c) For p u rp o se s  of th is section , locally g en e ra ted  revenue
(1) inc ludes

(A) the  a c tu a l re v e n u e  d e r iv e d  fro m  th e  le v y  a n d  
collection of local taxes in  the tax ing  u n it for m u n ic ip a l services;

(B) m o to r veh icle  p a y m en ts  received  by  the  m u n ic ip a litv  
u n d e r  AS 28.10.431;
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(C) re v e n u e  fro m  fees, re n ta ls , leases , p e n a lt ie s , licenses, 
o r  p e rm its  rece iv ed  b y  the  m u n ic ip a lity  fo r a  fu n c tio n  o r  serv ice  
o v e r w h ic h  it h as  co n tro l, in c lu d in g  re v e n u e s  d e r iv e d  fro m  p a rk s  
a n d  re c re a tio n  s e rv ic e s , m a ss  t r a n s i t ,  o f f -s t re e t  p a rk in g , a n d  
g arb ag e  a n d  so lid  w aste  d isp o sa l serv ices;

(D) spec ia l a ssessm en ts  received ; a n d
(E) p a y m en ts  received  b y  a m u n ic ip a lity  fro m  a u tility  th a t 

a re  in  p lace  o f taxes lev ied  a n d  co llected  b y  the  m u n ic ip a lity ;
(2) excludes

(A) revenue*  d e r iv e d  fro m  th e  le v y  a n d  co lle c tio n  o f 
m u n ic ip a l taxes a n d  a p p ro p r ia te d  fo r th e  o p e ra tin g  ex p en ses  an d  
d e b t serv ice  o f u tilities;

( B )  re v e n u e  fro m  in te r e s t  e a rn e d  o n  in v e s tm e n ts  a n d  
from  the  sa le  a n d  lease  o f la n d  o r eq u ip m en t; a n d

(C) all o th e r  rev e n u e  fro m  w h a te v e r  se rv ice  d e riv ed ;
(3) is c a lcu la ted  on  the  b asis  of the  ac tu a l re v e n u e  received  

d u r in g  the  fiscal y e a r  o f the  ta x in g  u n it p re c e d in g  th e  y e a r in 
w h ic h  th e  d e p a r tm e n t 's  d e te r m in a t io n  o f th e  m illa g e  ra te  
e q u iv a le n t is m a d e  u n d e r  AS 29.60.030. (Sec. 16 ch  74 SLA 1985; 
am  sec. 1 ch  10 SLA 1987)

EFFECT OF AMENDMENTS

The 1987 amendment in subsection (a) inserted 'state' preceding ‘fiscal year* and added 'lor 
payment the following state fiscal year' at the end of the subsection; in subsection (c)(1) 
deleted 'during the preceding fiscal year of the taxing unit' at the end of subparagraph (A), 
deleted 'during the preceding fiscal year* following 'municipality' in subparagraph (B), deleted 
’during the preceding fiscal year* following 'permits received* in subparagraph (C). and 
deleted 'during the preceding liscal year* at the end of subparagraph (D); and added 
subsection (c)(2)(C)(3).

Sec. 29.60.020. D e te rm in a tio n  o f p o p u la tio n . For p u rp o se s  of 
AS 29.60.010 - 29.60.080, the p o p u la tio n  o f a tax in g  u n it  sh a ll be 
d e te rm in e d  a n n u a lly  b y  the  la te s t  f ig u re s  o f th e  U n ite d  S ta tes 
B u reau  o f th e  C e n su s  o r  o th e r  p o p u la t io n  d a ta  th a t  in  the  
ju d g m e n t of the d e p a r tm e n t is re liab le . (Sec. 16 ch  74 SLA 1985)
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Deliveries to: 240 Main Street 
Court Plaza, Room 500 

Mail Stop 3101

P.O. Box Y, Juneau, Alaska 99811 
(907) 465-3867 or 465-2450 ■ 
FAX (907) 465-2029

DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA

M E M O R A N D U M M a r c h  2 2 , 1 9 9 1

SUBJECT:

TO:

FROM :

%  S
I n v e s t m e n t  P o o ls  f o r  P u b l i c  E n t i t i e s  ( C S S B  1 8 2 ( C R A ) )  

S e n a t o r  A r l i s s  S t u r g u le w s k i

T a m a r a  B r a n d t  C o o k  
D i r e c t o r

C S S B  1 8 2 ( C R A )  p e r m i t s  m u n i c ip a l i t ie s  a n d  s c h o o l  d is t r ic t s  t o  f o r m  in v e s t m e n t  p o o l s  
u n d e r  w h i c h  th e  f u n d s  o f  t h e  p u b l i c  e n t i t ie s  a r e  a d m in is t e r e d  a n d  in v e s te d  j o in t ly .  
Y o u  h a v e  a s k e d  w h a t  t h e  im p l i c a t io n s  a r e  r e g a r d in g  t h e  s ta te ’s f i n a n c ia l  r e s p o n s ib i l i t y  
in  t h e  e v e n t  t h a t  a n  in v e s t m e n t  p o o l  s u f fe r s  f i n a n c ia l  lo s s e s ^

A s  a  m a t t e r  o f  la w , lo s s e s  e x p e r ie n c e d  b y  a n  in v e s t m e n t  p o o l  w o u ld  n o t  c r e a t e  a n y  
p a r t i c u l a r  l ia b i l i t y  o n  th e  p a r t  o f  t h e  s ta te . H o w e v e r ,  a s  a  p r a c t i c a l  m a t t e r  t h e  s ta te  
is  h a r d ly  l ik e ly  t o  s t a n d  b y  a n d  a l lo w  a  m u n i c ip a l i t y  t o  s in k  in t o  f i n a n c ia l  r u in .  W i t h  
r e s p e c t  t o  s c h o o l  d is t r i c t s ,  o f  c o u r s e ,  t h e r e  e x is ts  t h e  a d d i t io n a l  c o n s t i t u t io n a l  
r e s p o n s ib i l i t y  t o  m a in t a in  a  s y s te m  o f  p u b l i c  e d u c a t io n .  T h e s e  c o n s id e r a t io n s  e x is t  
c o m p le t e ly  a s id e  f r o m  t h e  q u e s t io n  o f  a n  in v e s t m e n t  p o o l ,  a l t h o u g h ,  t o  th e  e x t e n t  t h a t  
t h e  in v e s t m e n t  p o o l  p r o v id e s  a n  o p p o r t u n i t y  f o r  la r g e r  lo s s e s  s im p ly  b e c a u s e  a  p o o l  
w i l l  in v o lv e  la r g e r  a m o u n t s  o f  m o n e y ,  I  s u p p o s e ,  th e  c a u s e  f o r  c o n c e r n  m a y  in c r e a s e .  
T h i s  w o u ld  h a v e  t o  b e  lo o k e d  in t o  b y  s o m e o n e  w it h  f i n a n c ia l  e x p e r t is e .

N o t e ,  h o w e v e r ,  t h a t  w i t h  r e s p e c t  to  m u n i c ip a l i t ie s  C S S B  1 8 2 ( C R A )  m a y  n o t  
s u b s t a n t ia l ly  c h a n g e  e x is t in g  la w . A S  2 9 .3 5 .0 1 0 (1 3 )  a lr e a d y  g r a n ts  e v e r y  m u n i c i p a l i t y  
t h e  a u t h o r i t y  " . . .  t o  e n t e r  in t o  a n  a g r e e m e n t ,  i n c lu d in g  a n  a g r e e m e n t  f o r  
c o o p e r a t iv e  o r  j o i n t  a d m in is t r a t io n  o f  a n y  f u n c t i o n  o r  p o w e r  w i t h  a  m u n ic ip a l i t y ,  t h e  
s ta te ,  o r  t h e  U n i t e d  S t a t e s .  . . "  S i n c e  i t  is  q u i t e  p o s s ib le  t h a t  m u n i c ip a l i t i e s  c o u l d  
f o r m  in v e s t m e n t  p o o ls  r ig h t  n o w  u n d e r  th is  p r o v is io n  o f  la w , it  is  h a r d  t o  a r g u e  t h a t  
C S S B  1 8 2 ( C R A )  s u b s t a n t ia l ly  c h a n g e s  th e  s ta te ’s p o t e n t ia l  r e s p o n s ib i l i t y  in  s i t u a t io n s  
in v o lv in g  in v e s t m e n t  lo s s e s  o f  m u n i c i p a l  fu n d s .

T B C : g c
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D E P A R T M E N T  O F  L A W

O F F I C E  O F  T H E  A  T T O R N E Y  G E N E R A  L

A p r i l  18, 1986

BILL SHEFFIELD, GOVERNOR
REPLY TO:

□ 1031 W 4th A VENUE 
SU ITE 200
ANCHORAGE. ALASKA 99501 
PHONE: (90/1 2/6-3550

□ 1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS, ALASKA 99/01 
PHONE: 190/1 452-1568

Honorable B i l l  S h e f f i e l d
Governor
S t a t e  o f  Alaska
P.O. Box A
Juneau,  AK 99811

XXP.O. BOX K-STATE CAPITOL 
JUNEAU, ALASKA 99811 
PHONE: (90/1 465-3600

Re: HCS CSSB 57(Fin)  —
p r e f e r e n t i a l  u se  o f  Alaska 
a g r i c u l t u r a l  and f i s h e r i e s  
p ro d u c ts
Our F i l e  No. 883-86-0016

Dear Governor S h e f f i e ld ;

At Jim Ayers '  r e q u e s t  on your b e h a l f ,  we have reviewed 
HCS CSSB 57( F in ) ,  which r e l a t e s  to  th e  p r e f e r e n t i a l  use o f  Alaska 
a g r i c u l t u r a l  and f i s h e r i e s  p roduc ts  when s t a t e  money i s  spen t  f o r  
t h e i r  p u rch ase .  The b i l l  was in t ro d u ce d  l a s t  s e s s i o n  by Sena to rs  
K e r t t u l a  and E l ia s o n ,  was accompanied by a " ze ro "  f i s c a l  n o te ,  
and r e c e n t l y  pas sed  th e  l e g i s l a t u r e .  While th e  b i l l  r a i s e s -  
s i g n i f i c a n t  c o n s t i t u t i o n a l  and l e g a l  q u e s t io n s ,  we do no t  b e l i e v e  
t h a t  they  p ro v id e  a b a s i s  f o r  n o t  s ig n in g  th e  b i l l .

The b i l l  adds a new c h a p te r  16 to  AS 36. S e c t io n  1 of
b i l l  has two components. The f i r s t  -component i s  a new
AS 36 .16 .010 .  I t  would r e q u i r e  t h a t  when " s t a t e  money" i s  sp e n t ,  
only  a g r i c u l t u r a l  p ro d u c ts  ( in c lu d in g  t im ber)  h a r v e s t e d  in  Alaska 
and seafood p ro d u c ts  h a rv e s te d  or  p ro ces sed  in  A laska may be
purchased,  ■ when such p ro d u c ts  a r e  o th e rw ise  c o m p e t i t iv e ly  p r i c e d ,  
a v a i l a b l e ,  and o f  l i k e  q u a l i t y  w i th  th o se  h a r v e s t e d  or  p ro ces sed  
o u t s id e  A laska .  The second component i s  a new AS 36 .16 .020 .  I t  
would r e q u i r e  i n s e r t i o n  o f  a c lau se  c o n ta in in g  th e  subs tance  o f  
the  new AS 36 .16 .010  i n  a l l  c a l l s  f o r  b id s  and in  " a l l  c o n t r a c t s  
awarded" t h a t  in v o lv e  th e  use  o f  a g r i c u l t u r a l  o r  seafood 
p r o d u c t s .

With r e s p e c t  to  the  new AS 36 .1 6 .0 1 0 ,  a L e t t e r  of
I n t e n t  adopted  by th e  House (1986 H .J .  2611) and by the  Senate 
(1986 S . J .  2266) ex p res sed  an i n t e n t  t h a t  " s t a t e  money" be 
cons trued  to  in c lu d e ,  b u t  n o t  be l im i t e d  t o ,  s t a t e  reimbursement 
o f  m u n i c i p a l i t i e s  and school d i s t r i c t s  f o r  schoo l  o r  r e l a t e d  
c o n s t r u c t i o n ,  fo u n d a t io n  funding f o r

03.CSLH —  t
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ed u c a t io n  to  m u n i c i p a l i t i e s  and school  d i s t r i c t s ,  m unic ipa l  
a s s i s t a n c e ,  revenue s h a r in g ,  and g e n e ra l  fund f in a n c in g  f o r  
c a p i t a l  p r o j e c t s .

Passage o f  HCS CSSB 5 7 (Fin) fo l low s  c l o s e ly  i n  time 
your own A d m in is t r a t iv e  Order No. 87 da ted  March 15, 1986, which 
e f f e c t u a t e s  the  same p o l i c y  as embodied in  th e  b i l l .  Unlike the  
b i l l ,  however,  A d m in is t ra t iv e  Order No. 87 e x p r e s s ly  d i r e c t s  the  
commissioner of  the  Department o f  A d m in is t r a t io n  to  under take  
r e s p o n s i b i l i t y  f o r  implementing th e  p o l i c y .  A lso ,  u n l ik e  the  
b i l l ,  A d m in is t r a t iv e  Order No. 87 d i r e c t s  i n  i t s  pa rag raph  2(c) 
t h a t  MNo s t a t e  agency may v i o l a t e  any req u irem en t  o f  a s t a t e  or 
f e d e r a l  s t a t u t e  or  c o n s t i t u t i o n  p r o v i s io n "  i n  implementing the  
Order.  This  i s ,  i n  essence ,  a d i r e c t i o n  to  s t a t e  a d m in i s t r a to r s  
to  ensu re  t h a t  each p r o j e c t  and c o n t r a c t  p o t e n t i a l l y  s u b je c t  to  
th e  p o l i c y  be i n d i v i d u a l l y  a s s e s s e d  so t h a t  i n s e r t i o n  of  the  
p r e f e r e n c e  as a c o n t r a c t u a l  requ irem en t  does n o t  run  a fo u l  o f  any 
o th e r  l e g a l  requ irem ent .

Both HCS CSSB 5 7 (Fin) and A d m in i s t r a t iv e  Order No. 87 
touch on a s e n s i t i v e  and somewhat u n s e t t l e d  a r e a  o f  case  law 
concern ing  th e  Commerce Clause ,  U.S. Const,  a r t .  I ,  § 8. Absent 
express  C ongress iona l  consen t ,  th e  Commerce Clause p r o h i b i t s  a 
s t a t e  from r e g u l a t i n g  i n t e r s t a t e  or  f o r e i g n  commerce when the  
reason  t h a t  a s t a t e  does so i s  s o l e l y  to  f a v o r  i t s  l o c a l  economic 
i n t e r e s t s  over  n o n re s id e n t  i n t e r e s t s .  P ike  v .  Bruce Church, 
I n c . , 397 U.S. 137, 145 (1970).  When, however, a s t a t e  u ses  i t s  
own funds as a p a r t i c i p a n t  i n  a m arke t ,  r a t h e r  than  a r e g u l a t o r  
o f  the  m arke t ,  i t  may e l e c t  to  f av o r  i t s  l o c a l  economic i n t e r e s t s  
over those  o u t s id e  i t s  b o rd e r s .  Hughes v .  A lex an d r ia  Scrap 
Corp. , 426 U.S. 794, 806 (1976).  Thus, a s t a t e  o r d i n a r i l y  may, 
xn p u rch as in g  goods and s e rv ic e s  to  f u l f i l l  i t s  own n eed s ,  fav o r  
i t s  l o c a l  b u s in e sse s  over n o n re s id e n t  b u s in e s s e s  w i th o u t  
i n c u r r in g  Commerce Clause s c r u t i n y .  I d .  a t  808, 810. See a l s o  
Reeves, In c .  v .  S ta k e , 447 U.S. 4297" 437 n .9  (1980) ( c i t i n g
fav o rab ly  two s t a t e  c o u r t  cases  uphold ing  s t a t u t e s  r e q u i r i n g  
hom e-s ta te  pu rchas ing  p re fe re n c e s  by c o u n t ie s  as w e l l  as s t a t e  
a g e n c ie s ) ;  P e rk in s  v .  Lukens S t e e l  C o . , 310 U.S. 113, 127 (1940) 
("Like p r i v a t e  in d iv i d u a l s  and b u s in e s s e s ,  th e  Government en joys  
the  u n r e s t r i c t e d  power to  produce i t s  own s u p p l i e s ,  to  determine 
those  w ith  whom i t  w i l l  d e a l ,  and to  f i x  the  terms and co n d i t io n s  
upon which i t  w i l l  make needed p u rc h a s e s " ) ;  American Yearbook Co. 
v .  Askew, 339 F. Supp. 719 (M.D. F l a . ) ,  summarily a f f ' d ,  409 U.S. 
904 (1972) ( d i s t i n g u i s h i n g  s t a t e  pu rchases  o f  goods f o r  i t s  own 
use from o th e r  s t a t e  burdens imposed on i n t e r s t a t e  commerce).

When, however, a s t a t e  s e l l s  i t s  own r e s o u rc e s  and 
a t tem p ts  to  reach  too f a r  "downstream" so as to  i n t e r f e r e  w i th
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n a t u r a l  market f o r c e s ,  th e  f a c t  t h a t  s t a t e  funds or r e so u rc e s  a re  
used  i n  making the  s a l e  may n o t  n e c e s s a r i l y  i n s u l a t e  a s t a t e  
c o n t r a c t u a l  requ irem ent  from Commerce Clause s c r u t i n y .  See 
S o u th c e n t r a l  Timber Development, In c .  v .  Wunnicke, 104 U.S. 2137 
(1984) ( d i s t r i c t  co u r t  en jo in ed  i n - s t a t e  pr imary  m anufactur ing  
c o n t r a c t  requ irem en t  i n  a s a l e  o f  s ta te -ow ned  t im ber ,  and l a t e r  
fo u r  o f  n in e  j u s t i c e s  o f  th e  United  S t a t e s  Supreme Court agreed  
t h a t  th e  requ irem ent  v i o l a t e d  th e  Commerce C l a u s e ) . I t  i s  no t  
e x a c t l y  c l e a r  how th e  c u r r e n t  U nited  S t a t e s  Supreme Court w i l l  
t r e a t  s t a t e  hom e-s ta te  pu rch as in g  p r e f e r e n c e  laws when such 
"downstream" e f f e c t s  a re  s u b s t a n t i a l .  However, hom e-s ta te  
p u rch as in g  p r e f e re n c e  laws have r e c e iv e d  s u b s t a n t i a l  c r i t i c i s m  in  
th e  l e g a l  l i t e r a t u r e ,  and comparable "Buy American" s t a t e  laws 
have r e c e iv e d  very  mixed co u r t  r e a c t i o n s . Thus, to  avoid 
Commerce Clause c h a l len g es  to  c a l l s  f o r  b id s  and c o n t r a c t s  t h a t  
c o n t a in  th e  subs tance  o f  the  new AS 36 .16 .010 ,  s t a t e  and 
m u n ic ip a l  c o rp o r a t io n  a d m in i s t r a to r s  u s in g  s t a t e  money to  f in an ce  
p u b l i c  p r o j e c t s  should be c a u t io u s  about re a c h in g  too f a r  i n to  
th e  market  p la ce  beyond th o se  d i r e c t l y  supply ing  to  and 
c o n t r a c t i n g  w i th  p u b l i c  a g e n c ie s ,  and should  be e s p e c i a l l y  
c a u t io u s  when f o r e ig n  commerce i s  invo lved .

On i t s  face  and so a d m in is t e r e d ,  HCS CSSB 57 (Fin) 
shou ld  pose no Commerce Clause problems, even though i t  may 
impose o b l i g a t i o n s  beyond s t a t e  government to  m un ic ipa l  
c o r p o r a t io n s  and o th e r  s t a t e - c r e a t e d  e n t i t i e s ,  s in c e  "[A] 
m u n ic ip a l  c o rp o r a t io n  i s  merely  a p o l i t i c a l  s u b d iv i s io n  o f  th e  
S t a t e  from which i t s  a u t h o r i t y  d e r i v e s . "  United B u i ld ing  and 
C o n s t ru c t io n  Trade Council  v .  Mayor and Council ,  465 U.S. 203 
T T 9 T O 7 --------------------------------- — -----------------------------------------------

While the  Commerce Clause should  pose no problems, 
those  charged w i th  th e  r e s p o n s i b i l i t y  to  a d m in is te r  HCS CSSB 
57(Fin) w i l l  a l s o  need to  u s e ' c a u t i o n  when the  s t a t e  uses  f e d e r a l  
matching o r  o th e r  f e d e r a l  f u n d s , s in c e  f e d e r a l  money may have 
s p e c i a l  - r e s t r i c t i o n s  t h a t  would p r e v e n t  a p p l i c a t i o n  o f  a 
p u rchas ing  p r e f e r e n c e  c o n t r a c t u a l  r eq u i rem e n t .

HCS CSSB 5 7 (Fin) does n o t  d i r e c t  the  Department o f  
A d m in is t r a t io n  to  adopt implementing r e g u l a t i o n s .  However, 
AS 37.05.020 and AS 37.05 .220 a l r e a d y  g iv e  the  department 
a u t h o r i t y  to  do so, c o n s i s t e n t  w i th  p a rag raph  2(c) o f  your 
A d m in i s t r a t iv e  Order No. 87. R eg u la t io n s  might be h e l p f u l  in
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more f u l l y  d e l i n e a t i n g  th e  req u i rem en ts  o f  b o th  the  Order and HCS 
CSSB 57(Fin)  so as to  in s u r e  t h e i r  c o n s i s t e n c y  w i th  a p p l i c a b l e  
s t a t e  and f e d e r a l  law.

S in c e r e ly  you rs ,

Harold  M. Brown 
A t to rn ey  General

HMB: MJF: amh

—  *



S t a t e  o e  A l a s i c a
OFFICE OF THE GOVERNOR 

J  UNEA XT

J a n u a ry  2 9 ,  1 9 9 2

The H o n o ra b le  R ic h a rd  /. E /ia so n  
P re s id e n t o f  th e  S e n a te  
A la s k a  S ta te  L e g is la tu re  
S ta te  C a p ito l 
J u n e a u , A K  9 9 8 0 1 - 1 1 8 2

D e a r  P re s id e n t EH a  s o n :

U n d e r  a u th o r i t y  o f  a r t.  I l l ,  s e c . 18 , o f  th e  A la s k a  C o n s t i tu t io n ,  /  a m  t r a n s m it t in g  a 
b i l l  r e la t in g  to  in v e s tm e n t  p o o ls  f o r  p u b l ic  e n t it ie s .

S e c t io n  2  o f  th e  b i l l  a m e n d s  A S  1 4 .0 8 .1 0 1  b y  a l lo w in g  a  re g io n a l e d u c a t io n a l 
a tte n d a n c e  a re a  (R E A A ) to  p a r t ic ip a te  in  a n  in v e s tm e n t  p o o l,  b u t  o n ly  i f  a p p ro v e d  
b y  th e  c o m m is s io n e r  o f  e d u c a t io n .  T h is  w i l l  p ro v id e  s ta te  o v e r s ig h t  o f  a n  R E A A 's  
d e s ire  to  p a r t ic ip a te  in  a n  in v e s tm e n t  p o o l.  /  b e lie v e  s u c h  o v e r s ig h t  is  n e c e s s a ry  
b e c a u s e  o f  th e  p o te n t ia l  s ta te  l ia b i l i t y  p ro b le m s  a s s o c ia te d  w ith  R E A A 's  (w h ic h  d o  
n o t  e n jo y  a  d is t in c t  le g a l e x is te n c e  s e p a ra te  f r o m  th e  s ta te ) .  H o w e v e r ,  b e c a u s e  
o n ly  te m p o ra r ily  a v a ila b le  s u rp lu s  c a s h  is  a l lo w e d  to  b e  in v e s te d  in  a n  in v e s tm e n t  
p o o l,  th e  c o m m is s io n e r  o f  e d u c a t io n  c a n  d e te rm in e  w h e th e r  a  p a r t ic u la r  R E A A  is  
f in a n c ia l ly  h e a lth y  a n d  s h o u ld  b e  a l lo w e d  to  p a r t ic ip a te .

S e c t io n  3  o f  th e  b i l l  a m e n d s  A S  2 9  b y  r e q u ir in g  a m u n ic ip a l i t y 's  g o v e rn in g  b o d y  to  
c o n s e n t  to  th e  m u n ic ip a l i t y  p a r t ic ip a t in g  in  a n  in v e s tm e n t  p o o !  e s ta b l is h e d  u n d e r  
A S  3 7 .2 7  b e fo re  i t  m a y  jo in .

S e c t io n  4  o f  th e  b i l l  a d d s  a n e w  c h a p te r  o n  in v e s tm e n t  p o o ls  f o r  p u b l ic  e n t i t ie s  to  
A S  3 7 . S p e c if ic  in v e s tm e n t  c r i te r ia ,  o b je c t iv e s  a n d  g u id e lin e s ,  a u d i t  r e q u ire m e n ts ,  
a n d  d is c lo s u re  p o l ic ie s  to  b e  fo l lo w e d  b y  p a r t ic ip a n ts  in  a n  in v e s tm e n t  p o o l  a re  s e t  
o u t  in  th is  s e c t io n .  A d d it io n a l ly ,  in v e s tm e n t  p o r t f o l io  r e s t r ic t io n s  a re  e s ta b lis h e d .
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T he  b i l l  p r o v id e s  th a t  p u b l ic  e n t i t ie s  p a r t ic ip a t in g  in  a n  in v e s tm e n t  p o o l  m a y  fo rm  
n o n p r o f i t  c o rp o ra t io n s  f o r  th e  p u rp o s e  o f  o v e rs e e in g  th e  m a n a g e m e n t o f  a  p o o l.  A  
n o n p r o f i t  c o rp o ra t io n  a n d  th e  p a r t ic ip a n ts  in  a  p o o l  a re  g iv e n  e x p l ic i t  a u th o r i t y  to  
s p e n d  m o n e y  re a s o n a b ly  n e c e s s a ry  f o r  th e  m a n a g e m e n t  o f  th e  p o o l,  in c lu d in g  th e  
h ir in g  o f  n e c e s s a ry  e m p lo y e e s . H o w e v e r ,  th e  n o n p r o f i t  c o rp o ra t io n  m a y  n o t  
p r o v id e  d ir e c t  in v e s tm e n t  s e rv ic e s .  In s te a d ,  a l l  in v e s tm e n t  p o o ls  ( w h e th e r  
m a n a g e d  b y  n o n p r o f i t  c o r p o r a t io n s  o r  n o t )  m u s t  p r o v id e  f o r  in v e s tm e n t  
m a n a g e m e n t  a n d  re la te d  s e rv ic e s  b y  c o n t r a c t in g  w i th  o n e  o f  th e  fo l lo w in g :  (1 ) a n  
in v e s tm e n t  a d v is o r  re g is te re d  u n d e r  th e  In v e s tm e n t  A d v is o r s  A c t  o f  1 9 4 0  (1 5  
U .S .C . 8 0 b - 1 - 8 0 b -2 ) ;  (2 ) th e  s ta te  D e p a r tm e n t  o f  R e v e n u e ; o r  (3 ) a n  A la s k a  
f in a n c ia l  in s t i t u t io n  h a v in g  t r u s t  p o w e rs .  In v e s tm e n t  m a n a g e rs  a re  s u b je c t  to  th e  
p r u d e n t - e x p e r t  ru le  in  p e r fo rm a n c e  o f  in v e s tm e n t  m a n a g e m e n t  a n d  re la te d  
s e rv ic e s .

F in a lly ,  th e  b i l l  d e f in e s  th o s e  p u b l ic  e n t i t ie s  a l lo w e d  to  p a r t ic ip a te  in  a n  in v e s tm e n t  
p o o l  a s  in c lu d in g  a l l  c la s s e s  o f  m u n ic ip a li t ie s  a n d  th e i r  s u b d iv is io n s ,  s c h o o l 
d is t r ic ts ,  R E A A 's  ( w ith  th e  a p p ro v a l o f  th e  c o m m is s io n e r  o f  e d u c a t io n ) ,  
o rg a n iz a t io n s  c o m p o s e d  o f  p o l i t ic a l  s u b d iv is io n s  (s u c h  a s  th e  A la s k a  M u n ic ip a l 

. L e a g u e ). V illa g e s  a n d  n o n p r o f i t  c o m m u n ity  c o rp o ra t io n s  a re  e x c lu d e d  a s  p u b l ic  
e n t i t ie s  f o r  th e  p u rp o s e s  o f  th is  b ill.

/  u rg e  y o u r  s u p p o r t  o f  th is  b il l.  In v e s tm e n t  p o o ls  f o r  p u b l ic  e n t i t ie s  h a v e  b e e n  
h ig h ly  s u c c e s s fu l  in  o th e r  s ta te s  th a t  a l lo w  s u c h  in v e s tm e n ts .  B y  a l lo w in g  o u r  
p u b l ic  e n t i t ie s  to  in v e s t  jo in t l y  in  in v e s tm e n t  p o o ls ,  i t  is  m y  h o p e  th a t  th e s e  e n t i t ie s  
w i l l  re a liz e  m a x im u m  in v e s tm e n t  r e tu rn s  w ith  p re s e r v a t io n  o f  c a p ita l  a n d  l iq u id i t y  
a n d , e v e n tu a lly ,  h e lp  a lle v ia te  th e  g r o w in g  lo c a l  g o v e r n m e n t  b u rd e n  o n  d e c re a s in g  
s ta te  re v e n u e .

S in c e re ly ,

G o v e rn o r

t?



L ocal 
G o v e rn m e n t 

In v es tm en t F u n d  
fo r  Texas

( O r d in a n c e / O r d e r / R e s o l u t io n ) 
A u t h o r iz in g  J o in t  I n v e s t m e n t  
o f  P u b l ic  F unds

W H E R E A S  . . . . ____________________    (th is  “ G overnm ental E ntity") is a " loca l g o v ern m en t"
w ith in  the m eaning o f  The In terlocal C oopera tion  A ct. A rtic le  4 4 l3 (3 2 c ) . V ernon’s T exas C ivil S tatu tes, as 
am ended  (the "In terlocal A ct"), and as such  is au thorized  to con trac t w ith one o r  m ore o th e r such  local 
governm ents fo r the jo in t investm en t o f  public funds o f  such  local governm ents in any investm en ts in w hich 
each such local governm ent is au thorized  to invest its funds:

W H E R E A S , this G overnm ental Entity  is au thorized  by the Public Funds Investm ent A ct o f  1987. A rticle 
842a-2 . V e rn o n 's  T exas C ivil S ta tu tes, as am ended  (the "P ub lic  Investm ent A ct"), to invest its public funds 
in any o f  the ob ligations o r securities described  in section  2 o r  3 o f  the Public Investm ent A ct. as am ended .

W H E R E A S , the jo in t investm ent o f  local public funds is in the best in terest o f  this G overnm enta l Entity  and  
its inhabitan ts; and

W H E R E A S , this G overnm ental Entity therefo re  desires to au thorize the jo in t investm ent o f  its public funds 
w ith o th e r local governm ents pursuant to the Interlocal A ct and  to en te r into a con trac t w ith such local 
governm en ts to provide for the term s on w hich public funds so  invested  m ay be com bined , invested , 
secu red , and accoun ted  for:

N O W . T H E R E F O R E . BE IT  [O R D A IN E D /O R D E R E D /R E S O L V E D ] BY T H E  [C ITY  C O U N C IL /C IT Y  
C O M M IS S IO N /C O M M IS S IO N E R S  C O U R T /B O A R D  O F  T R U S T E E S j (TH IS “G O V E R N IN G  B O D Y ” ) 
O F __________________________________________ T H A T :

S ec tio n  I. Authorization o f  Contract. T h e  term s o f  the C om m on  In v estm en t C on tract a ttached  hereto  as 
E xhib it A . including  the investm ent ob jec tives and purposes described  therein , are hereby approved . T he 
[M ayor/C oun ty  Judge/P residen t o f  the B oard o f  T rustees] o f  the G overnm enta l Entity  is hereby  au thorized  
and  instructed  to execute  and deliver, and the [S ecre tary /C ounty  C lerk /S ecre tary  o f  the B oard  o f  T rustees] 
o f  th is G overnm ental Entity  is hereby au thorized  to a ttest, a C om m on Investm ent C ontract substan tia lly  in 
the form  and to the effect so attached  (the “ In terlocal C o n trac t” ), and there upon the designations, 
d e legations, approvals, and au thoriza tions described  thereby  shall be au thorized , approved , and gran ted  by 
this G overnm en ta l en tity  w ithou t fu rther act by this G overn ing  B ody.

S ec tio n  2. Authorization o f  Investments. U pon the execu tion  o f  the Interlocal C on trac t by this 
G overnm en ta l E ntity , each o ffice r and em ployee o f  this G overnm enta l Entity  w ho is designated  to be 
responsib le  for the investm ent o f  public funds o f  this G overnm enta l E ntity  pursuant to A rticle 4 4 l3 (3 4 c ) . 
V e rn o n ’s T exas C ivil S tatu tes, as am ended  (the "In v estm en t P rocedures A ct"), is au thorized  to transfer 
public funds o f  this G overnm ental Entity  to the Fund to  be crea ted  by the Interlocal C on trac t in o rder to 
acquire  an in terest in any S eries thereof, p rovided  that, in the case o f  any Series o th e r than the initial Series 
created  by the In terlocal C on trac t. (1) the funds o f  s u ;h  Series m ay be invested  solely  in ob liga tions 
described  in the Public Investm ent Act o r  in any o ther ob liga tions in w hich this G overnm ental E n tity  m ay 
law fully  invest its funds and  (2) this G overn ing  Body has approved  the investm ent ru les and policies 
govern ing  such investm ents. All such transfers shall be m ade in accordance w ith investm ent po lic ies and 
p rocedures heretofore  adopted  by this G overnm ental Entity  pursuan t to the Investm ent P rocedures A ct. as 
such polic ies and procedures m ay be am ended  from  tim e to tim e, but to the sam e ex ten t as i f  such  policies 
and procedures expressly  au thorized  such transfers as d irec t investm en ts o f  public funds o f  th is 
G overnm enta l Entity .




