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% No. I
FISCAL NOTE

1994 LEGISLATIVE SESSION
Revision Date:
Title:

STATE OF ALASKA

An Act relating to investment pools...
Dept. Affected: 

'BRU : 
Component:

BILL is

Bill Version: S

(S) Publish Date: 3 "  ^

Revenue
Revenue Operations
Treasury Management

Sponsor:
Requestor:

Senate Finance Committee
Senate L&C

E xpenditures/R evenues:

COMPONENT SERIAL NO.

(Thousands of Dollars)

121

OPERATING FY95 FY96 FY97 FY98 FY99 FYOO

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0 .0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Proqram Receipts
1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY
Estim ate of cu rren t year (FY94) im pact: $ 0.0

Prepared by: 
Division: 
Approved by ( 
Agency:

Treasury "N n  fti
Darrel J. R e xw in k e l/^ U J ✓ i ^

Phone: 465-4880
Date: March 25. 1994
Date: March 25, 1994

Department of Revenue
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office

(Rov 11/93) 94lijcal nto/lal Page 1 of 1



I FISC A L NO TE 0 -
STATE O F  A L A S K A
1994 LEGISLATIVE SESSION

Revision Date: 
Title: 
entities....’

“An Act relating to investment pools (or public

BILL Is

Oopt. Aiiociod: Administration
_ BRU:
Component:

No.________

Bill V ersion : f t

(S) P ublish  D ate: 1

Finance
Finance

Sponsor:
Requestor:

(S) Fin
(S) L&C COMPONENT SERIAL NO. 5 9

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FY00

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

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
0.0 0.0 0.0 0.0 0.0 0.0
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

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUNDSOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0
Other 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

Estimate of current year (FY94) cost: none

POSITIONS:
i

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

(Re*: 1(V03» nl V2WA
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Alaska Permanent 
Capital M anagement Com pany

’POO W est Fifth Avenue, Suite 701 
Anchorage. Alaska . 99501

Phone: (907) 272-7575 Fax: (907) 272-7574

M arch 25 , 1994 

Senator T im  K e lly
Chairman, Senate Committee on Labor &  Commerce 
State Capito l 
Juneau, A laska

V IA  FA X  T O  465 -3 756

Dear Senator K e lly :

Thank you fo r  scheduling Senate B ill 359  fo r consideration at 1 :30 on M arch 29 , 1994.

This B i l l makes certain technical amendments to AS 37 .23  vvhich pennirs cities and 
boroughs to place funds into an investment poo l in order to preserve principa l, enhance 
yie ld , provide liquid ity and secure professional funds management.

Currently one such poo l exists—The A laska Municipal League Investment P oo l. At 
February 28 , 1994 twenty-seven cities and boroughs had jo ined  the Poo l and it contained 
5 3 3 ,2 8 2 ,9 6 2 .

Section 1 o f  the B ill c larifies 3 7 .2 3 .0 2 0  to perm it the purchase o f  floating rate securities, 
provided there is an annual rate reset. This section a lso c larifies language at 
3 7 .2 3 .0 2 0 (3 ) (A ) to permit the purchase o f  Yankee securities when the parent o f  a US 
branch bank is rated "A " o r higher. (The P oo l currently invests in these securities.)

S ec tion^  is a new section 37 .23 .035  which exp lic itly  authorizes the lending o f  securities 
provided co lla te ra l is received.

Section 3 removes the restriction which lim its the amount o f  bank paper he ld at the 30%  
level.

The adoption o f  this leg islation w ill c la rify  actions now being taken and authorize actions 
which w ill perm it the enhancement o f  yie ld to Poo l participants. These changes comport 
with concepts embodied in prudent investor ru les adhered to by s im ila r entities.

N o  State o f  A laska funds are invo lved , there is no Fiscal note.

Ke$istcrrd with die I,1 S 5 « n ir l( lc »  unj Exchange C o u u h ij iio n
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Department of Revenue lias reviewed this legislation anti concurs with it.

This B i l l is identical to House B ill 450 which has passed House State A ffa irs and House 
Finance and resides in House Rules.

I w ill be pleased to testify on Tuesday via teleconference.

Please contact me i f  you have any questions.

S incere ly .

Dave Rose, Financial Adviser
A laska M unicipal League Investment Poo l

Attachments:
Latest report o f  the Poo l.
Correspondence from  Comm issioner Rexw inkel concurring with the legislation. 
Background correspondence o f  the Poo l dated Novem ber 10, 1993.
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Alaska Permanent 
Capital Management Company

Phone: (907 ) 272-7575

900 W est Fifth A venue, Smte 701 
A nchorage, Alaska , 99501

Fax: (907) 272.7571

November 10,1993 

TO: AMLIP Board

FROM: David A. Rose, FmaricihT Advisor 

SUBJECT: Investment Policy

F^nc^A dvis

We have reviewed the Pool's Investment Policy as set forth by Pool Resolution and 
Alaska Statutes 37.23.

Our review of the 3bove, in light of current market practices and conventions, indicates 
that Pool performance could he enhanced by several technical changes. These changes 
would put the Pool on a level playing field with competing money market funds.

The attached, marked up copy of the statute, sets forth the recommended changes. The 
proposed changes have been coordinated with the Commissioner of Revenue and 
language recommended by the Commissioner has been utilized. Thus, there is full 
agreement as to verbiage. A copy of the Commissioner's letter is attached to this 
memorandum.

Technical changes are as follows:

• 37.23.020 is clarified to permit the purchase of floating rate securities, provided there 
is an annual rate reset

• 37.23.020 (3)(A) is clarified to explicitly permit the purchase of Yankee securities 
when the parent of a US branch bank is rated "A" or higher. The Pool currently 
invests in these securities.

• A new section 37.23.035 is added to explicitly authorize securities lending provided 
collateral is provided and income from securities lending benefits Pool participants.

• 37.23.040 (2) is deleted to permit the holding of larger quantities of bank issued
securities.

The above four changes do not subject the Pool to extraordinary risk and they comport 
with concepts embodied in prudent investor rules adhered to by similar funds and

RrfUtrrcd with the U.S. Secumm and Exthanir Cummiviiofi

f i r e #  # 3



institutions.

I urge the A M LJP  Board to (1 )  authorize these changes (2 )  pursue their adoption by the 
state leg islature and (3 )  amend P oo l investment po licy upon amendment o f  statute.



h K P E R I'l Ch P Cl GMT CO. p . 0m?

s c  3.

WALTER J. H ICKEL, GOVERNOR

D E P A R T M E N T  O F  R E V E N U E  p.o . b o x v m o
l U N L A U ,  ALa : * A  9 9 8 1 1 - 3 4 0 0

O FF ICE  OF THE COM M ISSIONER TELEPHONE: [907) 485-2300
FACSIMILE: (90 /) < i> 238'J

October 7, 1993

Oavid A. Rose
Alaska Permanent Capital Management Company 
900 West 5th Avenue, Suite 791 
Anchorage, AK 99502

Dear Dave:

I applaud your efforts to seek legislative approval for the participants of the Alaska Municipal 
League Investment Pool to participate in securities lending. The Department of Revenue has a 
securities lending program. This fully collateralized vehicle has been very successful and added 
a considerable amount of income to the funds.

After reading your proposed language authorizing securities lending in the statutes, I have two 
observations. The language would allow for "adequate collateralization or indemnification, or 
both." While indemnification is important, being fully collateralized at all times is a critical 
component to a successful securities lending program; the proposed language makes 
collateralization optional. Also, you may find being indemnified may reduce your split of the 
lending proceeds and eliminate potential lending candidates that are prohibited from 
indemnification.

My other observation is a small one. Part of the last sentence in the proposed language states 
"and shall serve to increase investment pool net yield." I realize insuring that the participants in 
the pool receive the proceeds from a lending program is important, but adding to the yield may 
be inconsistent with AIMR standards for computing performance measurement.

With those observations in mind, the following language may be worth your consideration:

37.23.035.5 SECURITIES LENDING. Securities held by an investment pool may 
be loaned provided such securities are fully collateralized and collateral is safekeot 
by a party independent of the borrowers. Collateral must meet Institutional and 
prudent investor standards. All pool proceeds from securities lending shall inure 
to the benefit of investment pool participants.

I concur with the other proposed language changes to the statutes. Those changes should give 
the pool participants greater flexibility within very prudent standards.

4-OltH
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David A. Rose p 2
October 6. 1993

Please accept these observations as they are given, as a positive attempt to assist you in 
achieving your goal. I would encourage you to call on me or Bob Storer, Chief Investment 
Officer, should you require assistance.

Sincerely,

Darrel J. Rexwinkel 
Commissioner

DJR:pml



T H E  F O L L O W I N G  D O C U M E N T  H A S  N O T
\

B E E N  F I L M E D  B U T  I S  A V A I L A B L E  I N  T H E

O R I G I N A L  F I L E .
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