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Chairman, Senate State Affairs Com m ittee

FROM: W illiam H. Scott
Executive Director

SUBJECT: Senate Bill 244

Senate Bill 244, introduced at the request by the Board of Trustees, would
amend current law with respect to equity investing. Specifically, it would
allow the Permanent Fund to purchase - under certain conditions - more
than five percent ofthe ste,k ofa corporation.

The bill sets out general policies and guidelines for alternative asset
investing. The purpose of the alternative asset investment program is to
prudently employ a modest percentage of Permanent Fund assets to
alternative investments to produce a well-diversified, profitable portfolio
which will enhance the Fund's total return. The goals ofthe program are:
(1) to achieve superior total returns compared to traditional asset classes;
and (2) to diversify away from traditional capital market risks.

Even though alternative investments as an asset class are employed by
hundreds of public and private corporations and institutions around the
country, including universities and state retirement systems, they would
represent a new type ofinvestment for the Permanent Fund. As such, it is
understood that a significant amount of education will be required both
within the Corporation and within the legislature before such investments
would be initiated, even on a limited basis.
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To begin the educational process, I am enclosing the following six
attachments:

Attachment #1 is draft language for a proposed committee substitute for
SB 244. This language, rather than focusing on the transaction
mechanics of the new investments, more properly addresses alternative
investments as simply a new asset class to be made available to your Fund
managers for investment under the very stringent guidelines set forth by
the Prudent Investor Rule. Itis important to recognize that the particular
selection criteria for each of these investments will most likely evolve and
be adjusted over time as a result of the interaction between the staff, the
Board and our consultants.

Attachment #2 is the Board of Trustees resolution dated December 6,
1993 in support of the original legislation. The Trustees adopted this
resolution by a vote of five to one.

Attachment #3 contains excerpts from the minutes of the December 6
Board meeting in which Trustee Brady made the case for the proposed
change.
‘'ur'  ent #4 is the Executive Summary from the '1992 Survey of
sve Investments by Pension Funds, Endowments and
junctions.”™ This document indicates that investment by our peers in
the asset class of alternative investments is widespread, significant and
growing. For example, the top 200 funds in the U.S. and Canada
currently have $36 billion invested; this represents 3.6 percent of the
assets of those funds that allocate dollars to alternative investments.

Attachment #5 is a reprint from the Spring 1994 issue of The Journal of
Investing. The headline of the featured article is ""Alternative Investments
Grow Rapidly at Tax-Exempt Funds." Interestingly, this article indicates
that it is the largest funds which are most the active in alternative
investing. In fact, of the 33 $10 billion-plus funds surveyed, more than 80
percent participate in at least one alternative investment asset.

Attachment #6 is a copy of a letter from Dave Rose, the Fund's previous
executive director, stating his support for the legislation and his
reasoning, as well as some thoughts about the specific prohibitions
included in the proposed committee substitute.
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The bottom line is that the Board wishes to have the authority contained
in this amendment because we are convinced it will help us to do a better
job protecting and enhancing the Permanent Fund. | would ask for your
support and stand ready to provide additional information at any time.



Be itenacted by the Legislature of the State of Alaska:

*Sec ILAS.13.120.(g) is amended by adding a new paragraph to read:

(21) Notwithstanding 37.13.120(i), equity investments may comprise
more than five percentofthe stock of a corporation only through ail interestin a

partnership, orownership in a collective investmentvehicle, under the following

conditions:

(A) the Fund shall notown more than a60% interestin a

partnership or collective investment vehicle;

(B) the aggregate investmentof the Fund under this paragraph

may notexceed five percentof the total investments of the Fund:

(C) atno time may the Fund own directly or indirectly,
through a corporation, partnership or collective investment vehicle, more

that 5% of any entity which has substantial oil and gas operations in the

State of Alaska;

(D) appropriate policies and procedures for investments under

this section shall be reviewed and approved annually by the Board of

Trustees.



Attachment If2
RESOLUTION OF THE BOARD OF TRUSTEES
OF THE ALASKA PERMANENT FUND CORPORATION
PERTAINING TO LEGISLATIVE CHANGES IN THE ALASKA STATUTES

RELATING TO ALTERNATIVE INVESTMENTS BY THE
ALASKA PERMANENT FUND CORPORATION

RESOLUTION 93-12

BE IT RESOLVED, THAT the Board of Trustees directs staff to
seek legislative changes to provide that, notwithstanding any other provision of
law, but subject to the prudent investor provisions, the Alaska Permanent Fund

Corporation may invest in the category of ""Alternative Investment Strategies."

PASSED AND APPROVED by the Board of Trustees of the Alaska

Alaska Permanent Fund Corporation

ATTEST:

Corporate Secretary



Attachment

CHAIR SEEKINS: Yes. Mr. Brady.

MR.
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BRADY: I'm gome to follow our senior Trustee s example of trying

take the floor tor a while and stand up here and talk to you about this
subject. No offense, Mr. Freeman. | think Mr. Surz's presentation
highlighted an opportunity here that wasn't presented necessarily by
his presentation, but presented to you in the fashion ofunderstanding
of something that sounds to be very complicated and possibly even
beyond the grasp ofmost of the activities we do. in your mind.

Il probably am the one responsible for all of this today and it has to do
with a number of chings. Firstly, we've all concluded one wav or
another, | believe, that the strategy of diversification through asset
allocation is the primary key to our success. As a matter of fact. |
don't know how many ofyou saw this article in Forbes Magazine
recently, with which | don't agree, but which basically asks why
spend a lot of money with money managers because, ifyou just
bought into 6&Ps and saved all that money, you'd end up with
approximately the same results? | don't concur that, over a long

period of time, this is true.

[fwe're going to continue to grow in profit in the style and manner at
which we've set our objectives, this horizontal development of asset
allocation, | think, is very important to all ofus. Ifwe don't, that
pyramid in the middle, our bonds, keeps getting bigger and higger
and we have a shallower horizontal allocation. | think that, to
continue to diversify, we've got to continue to do this. We're in
alternative investment strategy right now. That's all real estate is.
We're betting on Pete and Llewellyn and others to find the deals that
make the most sense. That's an alternative investment strategy. |
don't want to confuse this with venture capital or with the other
investment funds that the State of Alaska does. This is not building a
water pipeline to California or buying into a gold mine. | think were
looking at here a strategy that would allow us to do some ofthe things

that we're currently prohibited from doing.

Forexample, we re limited to the extent of 5% on any publicly traded
equity. This summer, when all this started. | met some very bright
fellows. We've heard over and overand over that the key to a lot of
this is the people you find for your partners. | think that's true in any
successful entrepreneurial enterprise. These guys and gals have
rates of return that are phenomenal. They're doing partnerships
with people like ourselves. Ifwe had an alternative investment
strategy of 57c, whether we fund it or not. by resolution we can restrict
ithowever we wish. Let's say we don'twant to do timber, although
that's been very successful recently, we don't want to do dairy farms,
we don't want to do gold raining, and we don't want to even get into

December 6, 1993
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some or the IPOs or some Olthe other things that are happening. But.
let's say that we wanted to partnership with some peopie who buy
what they feel are undervalued smail-cap, publicly traded companies,
for whatever reasons. They can either influence the board or put
themselves on the board or do things to maximize their rates of
return that otherwise aren't happening. It may be that there's one
senior shareholder that's got a large percentage of it and you can
recapitalize, do ail the things that need to be done to tIx the company,
and get the rates of return thatcompany is likely to get being fixed, if

you will

Bill Scott and | met with these folks. These kinds of people are real
interesting. | think this issomething we ought to da. | don't think
we should take Iff and throw it out there for a home run. but | think
we should take some percentage as we broaden our diversification
and look at opportunities with peopie and companies that are
successful at making a lot of money.

By the wav. although I know this doesnt carry a lot of weight with
you. Mr. Freeman, almost everybody else is doing this. It is notjust
the swingers, the universities, and the colleges, but the public
entities, the states, and the corporations are in th's category. lgot a
sampling of this myselfand over 100 entities sinmar to ourselves
have an alternative investment strategy. That doesn't mean we take
5% ofour money and threw it at the wall and say, "Do deals, whatever
they are, and we just trust you." That's not the suggestion | have
here. The suggestion | have here is that we pass a resolution that
allows us to incorporate, inour legislative package, the ability to
invest in alternative categories, then, through our own means and
devices, such as limitations as we talked about with real estate, we
control through resolutions what it is we want and wish to do. | don't
have anybody in mind. There's not many Duraceil deals floating
around. Those come around once in a while. There are. however, a
lot of small-cap companies and other situations that come along that
are good. The rates ofreturn some ofthese people are generating are
really good. As our oil revenues go down and other things take place,
you could create a scenario that we ought to have other opportunities

and ways to make money around here.

Having said that, the example that | tried to lay out here to do this is
prohibited because, in many instances, we may find ourseives in a
partnership wherein we would own more than 5% of a specific stock.
We can't do that. But. ifwe had an alternative investment category
and we invested with partners and itwas understood that these
investments, made from time to time, in most cases, we would find
ourselves in a situation where we would have 20% to 30% of this
partnership that would own 30% to 50% ofa publiclv traded company.

December fi, 1993



Wejust tlipped over the eace. W liat I want to do is convince you. as
best | can. that throuen our asset allocation and diversification, we
should have this category. Once we have tins category and the
authority to do these sorts of things. then we come back and we look at
the opportunities through presentations to learn the history, the track
records, the benchmarks, and all the things we talked about earlier
that we need and want to have to teei comfortable about this. Then, if
we choose to do this, we can do it. Mr. Surz said itand Mr. Stone said
it. Notjust because everybody else is doing it. | do believe it's a missed
opportunity, ifwe don't have ourselves positioned so that we can take
advantage of these kinds ofopportunities as they continue to come

along.

With S80 million to S120 million a month coming in. the pyramid
keeps getting bigger and were shallower on our diversification.
That's why | feel, after having learned a little bit about this from
reading stacks of information and discussing those with
Commissioner Rexwinkel. it's something we shouid bhe doing. The
other board Commissioner Rexwinkel sits on is going to do it. We're
not throwing something at the wall, closing our eyes, and looking out
the corner to see what's going to happen. This is something that's

got some premeditated thought to it and some pre-examination. | feel
very strongly that this is something we should have in a resolution to
be able to incorporate. l've got a copy ofthe New York statute, if

anybody wants to see what they did. They just authorized up to "X"
percent of their allocation for that category.

That doesn't force us into any position to have to do anything. It
would just allow, if the timing is such that we can convince the
Legislature we re right about this, the passage of legislation to
authorize us to engage in these different opportunities, as they come

along. Thank you.
CHAIR SEEKINS: Are there any comments? Mr. Freeman.

MR. FREEMAN: | would assume from your remarks, Mr. Brady, that a
change in legislative authorization would be necessary for what you

want to do?

MR. BRADY: | think so. only as respects, from what | understand, the
potential of intentionally going out and having an indirect, but real,
ownership in more than 59c of a publicly traded company. That's
where the Legislature would have to come into play.

MR. SCOTT: Ifyou can't do that, then you can't accomplish the types of
private buy-outs involved here. Ifyou can'town more than 596, then

you can't effectively operate in this arena.
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It's interesting to me. and it mav be just coincidental help, that it's
been demonstrated over the years that higher tax rates dry up
entrepreneurial capital. The only reason 1 make that point is that
we're y" ng into a period of higher tax rates, unless Congress and
Clintor. change their minds, and we're going to see a drying up of
entrepreneurial capital and it may very well be that also
demonstrates an opportunity for the institutional investor to take the

place ofsome of that.
CHAIR SEEKINS: Commissioner Usera.

COMMISSIONER USERA: I'm wondering what is your experience in
terms of the necessity of having staffinvolved. Did you feel that the
Washington and Oregon funds felt it was necessary to staffup to do

oversight of this process?

MR.STONE: Itwas interestine that, at the time we gotinvolved, staffdid it
all. There was no outside expertise. To be honest with you. I don t
think they increased their staffat ail with respect to what they were
doing. That's not true. In Washington, they added one person who
was specifically involved in alternative investments.

COMMISSIONER USERA: The impression | get is thatyou do have to
know whatyou're doing. You have to be tuned into it and not, like
with passive investments.-say that you'll check back in six months or
a couple ofyears. Certainly, it requires close monitoring and having
a sound communication system between the funds, as well as the
gatekeeper and the company that's going to be a parent. IfI'm
hearing you right, what they're doing is saying they're in agreement
and they collectively, as partners, are going to insure the success of
this company bv using these very best and brightest people who are
going to go in and add value to the investment.

MR. STONE: That is true, to a certain degree. Let me add this. John was
mentioning Paul Saylor earlier with respect to real estate. He is very
well know and very good. Surprisingly, in this area there are some
very good peopie. We found some excellent, ifyou will. Paul Saylor
types who could monitor this and have done a very good job for

Washington and Oregon.
COMMISSIONER USERA: They were on a contract hasis?

MR. STONE: Yes. I'm notrecommending adding staff. This guy talked
earlier about smart people. There is some real talent out there in
terms of companies who are overseeing this as consultants and
advisors who do a wonderful job.
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COMMISSIONER USERA; Mr. Chairman, could | ask just one other
question? W hat is the competition for the pood deais?

MR. STONE: What vve tound to happen is. in the 1980s. this asset category
got flooded with money. | think thatis one ofthe reasons you've got
so many problems. What has happened now is a lot of that money
has puiled back. Thats in the form of insurance companies. Banks
can't do it any more because the regulations have changed and they
can no longer be involved in this type ofasset category. So, the
number of good deals have increased dramatically with the available
dollar that's out there. The funds are having potential deals go
across their table that are very attractive.

COMMISSIONER USERA; Do the deals come to you or do you go out and
look for the deals?

MR. STONE: They come to the fund.

COMMISSIONER REXWINKEL: Mr. Chairman. | have a question. Do we
have legislative authority to do some of these that Mr. Surz pointed
out on page 2 of his presentation, which include hedged funds,
market neutral, and managed futures?

MR. BRADY: No.
COMMISSIONER REXWINKEL: None ofthem?

MR. SCOTT: We can hedge individual positions, but not on a speculative
basis.

CHAIR SEEKINS: Mr. Freeman.

MR. FREEMAN: | suspect that my feelings and position on this and my
lack of enthusiasm doesn't come as a surprise to Mr. Brady. | don't
want to make a long-winded pitch on the merits of it. 1'll be a little
more practical than that. | asked the question whether you thought
this was going to require legislative approval and a change in the
statute and I'm sure that it will. From a practical standpoint, how do
[ put that? One of the lessons | learned in politics is. once in a while,
you try to do something you think should be done, but it's very
unpopular politically. Even though something is unpopular, ifyou
can get it done, it's a lose/win situation, as far as politics is
concerned. But anytime you tackle something that's very unpopular
and don't get the job done, all you've done is diminish your credibility,
harmed your reputation politically, and haven't accomplished

anything other than that.
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From a practical standpoint. 1994 is an election year and you know,
as well as | do. the concern that our politicians have tor reaction from
the public as far as tampering with the Permanent Fund. The
chances of accomplishing the changes in the law that you need are
just about nil. Ifyou're not going to accomplish that and can't get the
job done, | think it's harmful to the Permanent Fund with regard to
the feelings of the public as far as the Permanent Fund Board of
Trustees is concerned to attempt it, ifyou can't get the job done. You
can do as you wish, but whether this is good or bad. there are a lot of
peopie in the Legislature today that | served with years ago and were
there when the Permanent Fund was created. They are well aware
of the background, the history, and the philosophy all along the line
and most of those people have enough seniority that they're in
positions of reasonable intluence today. When | have serious
thoughts about the Permanent Fund. | don t hesitate to talk to them
and | have a pretty good idea what are some of their feelings.
Regardless of the merit of what you're trying to do. it's not going to
happen. My suggestion would be to discuss it and whatever you want
to do. but I wouldn't put my foot on the line to get it done. That's just

my opinion.
MR, BRADY: Mr. Chairman.

CHAIR SEEKINS: Mr. Brady.

MR. BRADY: Mr. Freeman, | respectfully disagree. You know better than
| the evolution of the investment strategy of this Fund. At one time,
we didn't have a real estate portfolio. At one time, we didn't invest in
stocks. We simply started with some bonds and some cash. | think
that the Fund was late in making the proper decisions in those
investment strategies. The results will bear that out.

Having said that. | don't think this is an attempt to hoodwink the
Legislature. I'm attempting to. as convincing as | can be, go back to
our asset allocation strategy and | think we can make awfully good
sense to all ofour legislators that the success in our Fund has been
largely due to that, to date. | think we need tocontinue to bhroaden
that. | don't know what's going to be coming next. You said $10
billion and | think it's more than that. Whatever it is. there are
nedging opportunities through diversification that we re ['ooiish to

ignore. | believe this is one we should give very serious consideration
and we should move forward in a continued asset allocation through
diversification, ifyou will. What we end up purchasing, at the end of

the day, remains to be seen. The fact is. the timing is here. As |
spoke at the last Fund meeting when | said | wanted to bring this up,
| said | wanted to bring in somebody who could try to explain that
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this isn t sometning tnat is novel, new. or unique to one or two private
investors, but this is something that's going on in lots of ways with
lots of funds with lots of money.

The interesting thing is that this concentration of money is not in the
traditional risk-takers. | say traditional risk-takers are typically
colleges and universities. | guess they figure, if they lose some
money, they can go back and get some more and have it replaced.
They do swing more than the state retirement funds. Having said
that, it's notjust the colleges and universities, it's universal. I'm
sorry that maybe we haven't had a work session prior to this to go
through and exemplify some ofthe activities with proven results.
I've had the opportunity ofhaving done that and have seen those
results. | see the future here and it's very clear to me that we're
amiss, ifwe don't do this. Ifit's a gamble at this point in time
because of politicians going off and being re-elected. I'm prepared to
take that gamble because | feel that it's important to this Fund to be
able to have this diversification. Then we can sit down and decide
where it makes the most sense to go forward.

CHAIR SEEKINS: Mr. Brady, ifyou perhaps want to bring some action, you
might want to do that during New Business.

MR. BRADY: | intend to do so.

CHAIR SEEKINS: Thank you very much. We are one-halfhour behind on
our agenda.

MR. SCOTT: Mr. Chairman, because we are one-halfhour behind, could |
intercede here? | have checked with Mr. O'Leary and he could
switch to a point later on in the agenda. We do have Capital
Guardian here to address you and one part of their presentation is
going to be a conference telephone hook-up Those people are ready
and waiting and. ifit's all right with you, | think we should go on to

that one next.

CHAIR SEEKINS: We would like to then go ahead with Capital
Guardian, who is right on time.

MS. YORBA: They had to goout and place a quick telephone call.

CHAIR SEEKINS: So. we will have two new items under New Business.
One will be a real estate resolution and one will be dealing with

alternative investments.

Mr. Scott, would you introduce the next presenters on the agenda,

please?
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Investments

Buyout funds and venture capital have heen the predominant investment strategies.
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Is head of the Pension Services Group at Goldman, Sachs & Co. in New
York. He joired Goldman in 1985 inchang of real estate capital markets
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DONALD J. HARDY
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is the director of Private Investment Services at the Frank Russell Company
in Tacome, Weshington. He has been unth Frank Russell sinee 1977. M.
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hen interest rates on U.S. Treasury

bills dipped below 3% last summer

to their lowest level in thirty yean,

investors and the public alike were
caught by surprise.

But no one was more alert to this drop than
pension fund managers. These specialists knew that
the continuation of this trend could make it difficult
to match the high investment returns of the 1980s.

One look at the figures illustrates the prob-
lem: between the end of 1991 and the end of 1992,
total returns on equities dropped from 33.0% to
9.0%; on cash, from 5.75% to 3.61%; and on fixed-
income investments, from 16.1% to 7.6%.*

NEW ASSET CLASSES IN SPOTLIGHT

Tax-exempt funds, appropriately, arc explor-
ing new ways to increase returns. One result is
greater interest in categories like alternative invest-
ments, which have a strong potential for higher

returns.
A number of studies have shown that private

of irvestrent experience, and hes
anda trst offier. He
S. from Boston Unlversnyand an M.B.A.fiom the University of

U.S. equities produced returns of 18% or 19%
during the latter part of the 1980s, while some lever-
aged buyout funds did considerably better.

Of course, the illiquidity of these private
investments makes them subject to greater due dili-
gence and oversight. But the results can be worth it,
especially when other potentially high-yielding asset
classes like real estate are still under water.

Additionally, with traditional sources of capi-
tal like insurance companies and banks facing major
constraints, tax-exempt funds find themselves in a
new role — providing a much more active source of
capital. They are offered a much wider range of
private investment opportunities at extremely attrac-
tive returns.

Yet this asset category still suffers from one
major problem, along with its potential cyclicality
and relative youth: Very little systematic data are
available. Funds traditionally have been secretive
about their most successful alternative investments,
and the variety of strategies involved has made it
hard to develop useful benchmarks.

To start building a more accurate picture,



Goldman, Sachs & Co. and the Frank Russell
Company joined forces last summer to iaunch the
first truly comprehensive study of this investment
category. The study requested data on alternative
investment participation from the 228 largest tax-
exempt funds in the U.S. and Canada (assets ranging
from $500 million to $68 billion).

194 (85%) of the 228 funds contacted respond-
ed, a remarkably high response rate (Exhibit 1). The
results of the study, endded “1992 Survey of Alterna-
tive Investments by Pension Funds, Endowments and
Foundations,” wete released in the fall of 1992.

STRONG PARTICIPATION IN
ALTERNATIVE INVESTMENTS

This article discusses the findings of the
survey, using the terms tax-exempt fund and investor
interchangeably to refer to respondents. Percentages
arc rounded in the text and shown to the nearest
tenth of a percentage point in the exhibits.

The survey defines alternative investments
(Al) as illiquid private investments that have not
been registered with the Securities and Exchange
Commission. It focuses on eight different types of
strategies within the asset class, strategies typically
grouped together under the rubric of "alternative
investments.”2

These strategies are buyout funds, venture
capital, mezzanine financing, oil and gas programs,
distressed companies, targeted investments, timberland
(and/or farmland), and other. All strategies involve an
equity or equity-like component (Exhibit 2).

LARGEST FUNDS MOST ACTIVE
IN THIS MARKET

One of the most impressive findings of the
survey is the fast growth rate of this asset class. The
assets held by tax-exempt funds have tripled over the
past sue years.

More specifically, in 1986 about one-third of
the respondents in the survey held $12 billion in this
investment category (Exhibit 3). Today over half
(54%) have invested a total of $36 billion in alterna-
tive investments. This is a compound annual growth
rate of 20%.

The survey reveals that the largest funds are
most active in alternative investing (Exhibit 4). These
investors dominate the asset category. By and large,
they are the ones that have committed professional
staff and developed consistent strategies within this

EXHIBIT 1

Survey Participation: Breakdown of
Funds Surveyed
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investment category.

Over 80% of investors with assets of $10
billion or mote participate in at least one alternative
investment asset. Put another way, thirty-three funds
with assets of $10 billion or more account for 69%,
or $24.6 billion of all alternative investment assets.

Among the remaining funds, those with assets
from $5 billion to $9.9 billion account for only

EXHIBIT 2

Asset Allocation

SOUTCES: pensions & investments, Goldman Sachs/Frank
Russell 1992 Suivey.



EXHIBIT 3

Estimated Growth of Alternative
Investments

17.9%, or $6.4 billion, while funds with under $5
billion have 13%, or $4.8 billion, in Al assets.

The largest funds certainly have significantly
greater resources to investigate opportunities in this
market. They also have the potential to obtain better
returns and gain more control than smaller players.
Furthermore, large funds can make significant invest-
ments in private equity without exceeding their asset
allocation guidelines.

For example, funds with over $10 billion in
assets commit, on average, $750 million to Al assets,
versus a mere $106 million for funds under $4 billion
(Exhibit 5). Yet alternative investments comprise
only 3% of total assets for these giants, compared to
5% for the funds with under $4 billion in assets.

EXHIBIT 4
Participation in Alternative
Investments by Fund Size

FudSor.

EXHIBIT 5

Average Allocation to Alternative
Investments by Fund Size

MO StAfirm

1247mm

Total Fund 4u«u

“Includes ill funds committed whether drawn down or not.

This docs not mean that smalle. funds cannot
invest efficiently in alternative investments. It just
means that when they do, the investment usually
involves a larger portion of their asset allocation. And it
usually means that they invest more heavily in certain
types of Al investment than do their larger peers.

BEHAVIOR DIFFERS BY FUND TYPE
The historical behavior of tax-exempt funds

differs not only by fund size, but also by fund type
(Exhibit 6). Endowments and foundations were the

EXHIBIT 6

Alternative Investments by Fund Type
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first to enter this market, investing steadily in the
1970s and 1980s. This early involvement probably
stemmed from the long-range thinking of their
boards, as well as a shorter chain of command. Even
today, these funds are the most committed to alter-
native investing, keeping 10% of their assets in Al
funds versus only 5% for corporate funds and 3% for
public funds. Despite their smaller size, endowments
and foundations continue to commit a greater
portion of their assets to alternative investments than
corporate or public funds.

Corporate and public funds did not start
participating heavily in this market until 1982. Today
their total investment in this asset class far surpasses
the others. This fact is probably more a function of
their size than a greater commitment.

In fact, corporate funds today lead their
public fund peers, although the public funds appear
to be catching up. With the possible exception of
targeted investments (assets with a special component
such as a social or geographic imperative), union
pension funds that flirted briefly with the idea of
alternative investing seem to be sitting on the side-
lines. This may be the result of membership
constraints.

THE EIGHT MAJOR INVESTMENT
STRATEGIES

Our study breaks alternative investments into
eight different investment strategies (Exhibit 2).
Some of these, like venture capital and oil and gas
programs, have been around for yean, and thus have
solid track records.

But others came of age in the 1980s. These
include several corporate finance-related strategies
such as leveraged buyout equity funds (LBOSs),
mezzanine financing (subordinated debt), and
distressed companies (restructuring or bankruptcy
funds). The remaining strategies include farmland
and/or timberland and “targeted investments."

The alternative investment assets of respon-
dents that did not provide a detailed breakdown
were assigned to the “other" category. Coinvest-
ments and project financings are likely to be among
the investments in this category.

Inclusion of these newer strategies dramati-
cally expands the Al category. This expansion has
given Al assets more importance in the overall asset
mix and is probably the reason why alternative assets
are considered such an important, newly recognized
asset class today.

EXHIBIT 7

Fund Participation by Investment
Strategy

Percent of Funds that Participate in Each Investment Strategy
and Plan to Commit Initial/Additional Funds
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FUNDS DIFFER IN THEIR
INVESTMENT M IX

When tax-exempt funds first consider Al
investing, they usually start with venture capital,
complementing it with one or two other strategics.
Within this structure, most investors do not seem to
have one preferred plan for Al asset allocation.

Given this pattern, it is no surprise that
venture capital is the most popular asset on a partici-
pation basis (Exhibit 7). Almost 90% of the funds
with alternative investments have allocated some
dollars to this strategy. Investors also report that they
are more interested in investing in venture capital in
the future than in any other investment strategy.

Even though venture capital attracts more
participants, however, it attracts far fewer dollars than
leveraged buyouts (Exhibit 2). Investors have invest-
ed $9 billion in venture capital versus $14 billion in
buyout funds.

LBOs represent 41% of all Al assets, which
makes them the largest Al investment component
(Exhibit 2). Venture capital comprises 26% of all Al
assets, while mezzanine financing accounts for 10%.
These top three strategies represent 77% of all Al
assets. Of the remaining 23%, investors have put 7%
in oil and gas programs, perhaps because these have
been around the longest, 4% in distressed companies,
3% in targeted investments, 2% in timberland or
farmland, and 6% in "other."

The popularity of LBOs is related to the size
of each investment. Despite the attraction of venture
capital, it is difficult for investors to commit large
amounts of assets to these deals because of the small



EXHIBIT 8
Leading Strategies. Investor Profiles
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size of individual venture investments.
Leveraged buyouts, however, give equity
investors an opportunity to commit large dollar
amounts in far fewer deals. In doing this, the investor
usually purchases significant control of a company.
Given die asymmetry between the two most popular
Al strategies, it is not surprising that large investors
and public funds, in particular, gravitate toward
buyout funds, while smaller investors, endowments,
and foundations focus on venture capital (Exhibit 8).

EXHIBIT 9

Investment Process — Vehicles?

"Limited partnerships and other commingled vehicles.

Coinvestment/Add-on Investment with Funds: The investor
invests in parallel with or in different securities from the
Limited Partnership.

Fund of Funds: A multiple-manager vehicle with investments
in more than one fond.

Direct Investments: The investor does not use an intermedi-
ary such as a Limited Partnenhip or Fund of Funds.

The largest funds keep 46% of their Al assets
in buyout funds, while public funds keep 50%. On
the other hand, smaller funds have 39% of their assets
in venture capital, while the largest invest only 20%
in that strategy.

REASONS FOR INVESTING IN
THIS ASSET CLASS

The study examines the main reasons funds
invest in alternative investments. Predictably, 63%
said they were looking for superior returns. But
another 33% said their main motive was diversifica-
tion. This is understandable because the volatility of
this asset class has a low correlation with other asset
classes. Of the remaining participants, 2% said they
are looking for an inflation hedge, while 2% believe
these assets enhance their reputation.

The lack of information about alternative
investing has made it difficult to understand the
investment process itself. To clarify this, the study
looks at three different aspects of the process: the
choice of investment vehicle; organization and deci-
sion-making; and monitoring and measurement.

THE POPULARITY OF LIMITED
PARTNERSHIPS

Limited partnerships are by far the most
popular investment vehicle, accounting for 80% of
all alternative investment dollars (Exhibit 9). Direct
investment accounts for 13%, while coinvestment
with funds represents 4% and fund ot funds are 3%.

With limited partnerships, investors can rely
on outside experts for assistance in making their
investment decisions. This is particularly helpful for
smaller investors with limited staff.

Although many investors reported seeking
out coinvestment opportunities with general part-
ners. only the largest funds have been able to do this
on a consistent basis. To date, comvcstment attracts
approximately $1.6 billion.

The study shows that limited partnerships
have been, and will likely continue to be, the prima-
ry vehicle for alternative investing (Exhibit 9). But it
also reveals that certain pressures are changing the
typical partnership structure. As pension funds gain
more experience in alternative investing, they want
to take a more active role.

For instance, investors rank negotiating terms
and conditions as the most important contractual
issue. Additionally, investors are putting pressure on



partnerships to establish priority returns and to
reduce the carry jx>m the traditional 20%.

While some investors do not emphasize these
cost issues, they do search for general partners that
put their own capital at risk rather than relying solely
on investors’ capital. Overall, the bottom line seems
to be a trend toward selecting a general partner with
whom the investor can forge long-term partnerships.

Although direct investment is the second
favorite investment vehicle, with 13% of alternative
investment dollars, it is difficult to gauge whether
more funds arc going to move toward this vehicle in
the future. There is no consensus on the subject.

Clearly, the largest and most experienced
funds arc those that do the most direct investing.
They are also the ones that plan to do the most direct
investing in the future (Exhibit 9). For example, 50%
of the investors with over $10 billion in assets plan to
commit additional funds through direct investing,
compared to only 25% of the smaller funds.

Direct investing allows the larger funds to
avoid the fees charged by general partners. Many
smaller funds say they would like to do more direct
investing, but they simply do not have the resources,
time, or staffto do the necessary groundwork.

DECISION-MAKING

Participation in alternative investments brings
with it a unique set of risks and rewards. As private
investments, these assets are much less liquid than
traditional stocks and bonds. Thus the due diligence
process is different, more complex, subjective, and
more judgmental. In addition, investments must be
held longer than many others to yield the expected
results.

To determine whether investors handle this
category differently, the study looks at who is
responsible for the decision-making process, includ-
ing the initial decision to participate in alternative
investments; allocation by strategy; and, finally, selec-
tion of individual investments.

The study shows that top-level management
exercises unusually strong control over this entire
three-tier process. The investment committee or
board of directors maintains total control over the
first two decisions virtually 100% of the time. They
maintain control over the selection of individual
investments about two-thirds of the time. When
they do give up control, the board or investment
committee delegate the third tier of decisions to the
chief investment officer or other professional staff

29% of the time and to an outside consultant % of
the time.

Nearly half (4996) of the investors use outside
consultants to help evaluate or manage this asset
category. The study defines consultants as external
advisors who provide either non-discretionary advice
or handle selection and oversight of investments on a
discretionary basis.

Looking at the specific functions performed
by these advisors, survey respondents said they use
consultants in an advisory capacity (22%), to handle
due diligence (18%), to take on the entire decision-
making process (6%), and as Qualified Plan Asset
Managers (QPAMS) (3%).

MONITORING AND MEASUREMENT

There is no consensus among respondents
about how to measure performance in this asset cate-
gory. Although 52% report using a benchmark, there
appears to be little consistency. Many tunds consider
their benchmarks to be proprietary information.

When it comes to measuring actual perfor-
mance, most investors report turning this risk over to
the internal staffor the trustee bank. The respondents
are split on measurement methods. 53% use internal
rate of return as their primary method; 48% use time-
weighted race of return; and 16% use cash on cash.

A large majority of respondents (84%) say
they would welcome development of generally
accepted performance measurement standards for

this asset class.

THE FUTURE OF
ALTERNATIVE INVESTMENTS

Looking toward the future, 71% of the
funds say they intend to expand their alternative
investment assecs in the future. This answer
suggests a strong appetite for these investments.
More specifically, the funds selected four strategies
as most popular going forward; venture capital,
buyout funds, distressed companies, and mezzanine
financing.

Investors were also asked which single invest-
ment strategy they would favor if they were just
starting out. The three top choices were venture
capital (39%), buyout funds (16%), and mezzanine
financing (8%), in that order.

However, when asked to select three invest-
ment strategies, investors still rank venture capital
first (81%), but mezzanine financing is second



(56%) and buyout funds third (52%). This suggests
that venture capital and mezzanine financing may
be the leading alternative investment strategies in

the tuture.

GREATER OPPORTUNITIES FOR
INVESTORS

The timing seems right. Today, the economy
has started to expand. Yet many traditional lenders
arc still relegated to the sidelines until they solve
their own capital adequacy and loan problems.

In the meantime, pension funds, endow-
ments, and foundations are filling this gap. These
tax-exempt investors have suddenly become a much
more important source of capital to the economy as
a whole. Thus, they receive a much larger flow of
more sophisticated transactions to evaluate and select
from. And many of these transactions fall into the
alternative investment category.

To evaluate and track these transactions may
take more expertise than other investments. But with
the potential for double-digit returns, clearly the
rewards justify the extra effort.

It is clear today that alternative investments
offer investors an unusual opportunity. By investing
in these strategies, tax-exempt funds may achieve
both the higher returns and the diversification they
will need in the 1990s to succeed in the new, lower-
return investment environment.

ENDNOTES
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Bernstein. and Jill Byatt of Goldman, Sacht 4c CO : diiaron L.
Hammel. Holly F. D'Annunzio. Heide L. Brttger, and Sandra M.
Sullivan of The Frank Russell Company; and April W. Klimley of
Rlimley Communication!.

'Sources for these figures: equities, the Ruuell 1000
index; cash, ninety-day Treasury bills; fixed-income, the Lehman
Brothers Long-Term High Quality Government/Corporate Bond
Index.

following is how the study defines the eight strategies
commonly considered alternative investments:

\B‘ﬂmczmd Equity investments in companies that have
undeveloped or developing products or revenue.

Buyoutfunds: Equity investmenu in public or private
companies that result in the purchare of a significant portion or
majority control of the company.

Distressed conpanies: Investments made through the
purchase of debr or trade claims in companies that are m financial
distress, restructuring, or bankruptcy.

KlezaanmeJinanarf: Investment in the subordinated debt
of pnvately owned companies. The debtholder participates m equity
apprecianon through conversion features such as rights, warrants, or
options.

Oil and ges prograTs: Investment m the exploration for oil
and/or gas resetvei or in the development of proven reserves.

Timberland or farmland: Investment in land to harvest
timber or farm commodities.

Targeted investments: Investments that have a special
component, usually related to geographical, economic, or social
issues. These investments are somenmes referred to as “ETIs,” or
"economically targeted investments,” and include investment in
minority-owned businesses and state-financed housing.

Ciher: This category is a catchall that includes assets that
respondents did not break down into individual strategies. Coinvcst-
ments and project financings may be among the investments in this

category.
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Alaska Permanent

Capital Management Company

900West Fifth Avenue, Suite 701
Phoe: (907) 272-7575 Ao AR o Faje (907) 272-To74

February 2,194
Mr. Carl Brady, J.

Board Member
AlaskaPermanent Fund Corporation

VIA COURIER

Dear Car:

Thank you for providing acopy of the Permranent Fund Trustees' Resolution 93-12
which setsin motion a legislative request to authorize Altermative Investment Strategics.
Thankyou, also, for acopy of the proposed legislation and the andlysis thered.

At the autset, allow me to coment that this praposal gpears to have beenwell thought
out The Trustees startedwith the lroed conogpt of Altermative Investments: (which
could have involved everything from investments in tinoer, agricuttural land, and venture
capital) and quickly narrowned it down to investirents in corporate stodk

Having estaldished rint focus, cartainimportant investiment paranreterswerewisely
establishect

1. Other institutional co-invertors are required This insures thet additiondl
partidpants—institutional investor pears— scrutinize each transadtion

2. A significant level of other institutional participation Is established. Whenthe
Fund started real estate investing, it usedthe same goprcechand it provided for the
important useful exchange of information between largefunds. 1t also provided aneeded
comfortand confidence level aud "eased” us into investirents and relationships over time.
This gave us an gpportunity to expand our knonledge, inareese our returs and revise and
estallish policy over along praracted period

3. A cap laplaced on the amount of such investment. Thisiswise asit contrasthe
amount of non-diversificationwhich could ooour and restridts the Fund to activity in the

small and medium capitalization conpany field. Youwon't keddetojoinin ue
Paramount takeover under this legislation; andyou shouldn't!!

rizturtd W Us. curitui @V OranUiiw



FISCAL NOTE

STATE OF ALASKA BILL NO.  Senate Bill No. 214
19A LEGISLATIVE SESSION

Revision Dale: Dept. Affected: Department of Revenue
Title: ‘An Act relating to investments ot the permanont fund in certain BRU: APFC

limited partnerships each ol who principal purpose is investment In
securities of public or private companies; and providing for an

effective date.*
Component: APFC

Sponsor: Senate Rules Committee by Request.
Requestor: SenateState Affairs. COMPONENT SERIALNO. 109

OPERATING FY95 FY9%6 FY97 FY98 FY99 FY00

PERSONAL SERVICES

TRAVEL

CONTRACTUAL 200.0 206.0 215.0 223.0 232.0 240.0
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 200.0 206.0 215.0 2230, 232.0 240.0

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA
Other (Corporation Receipts » 1022) 200.0 206.0 «15.0 223.0 232.0 240.0

TOTAL 200.0 206.0 215.0 223.0 232.0 240.0

POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY
Estimate of current year (FY94) Impact: S

ANALYSIS:  (Attach a separate page if necessary) The Corporation intends to begin expending money for due diligence relating to these
investments on July 1,1994. These costs will Include a 'gatekeeper* fee similar to current real estate advisory fees; and will Increase annually at

the 3.75% Inflation ra te .

Prepared by: William H. Scott. Executive Director Phono: (907) 465-2047
Division: Alaska Permanent Fund Corporation Date: April 12.1994
Approved by . .

Commissioner: Darrel J. Rexwinkel. Commissioner Date:

Agency: Department of Revenue

R D502 I atoh 21 2 oo LagaE O - Orrc-
e/ on y g0 10t
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4. An effort is made to spedfically exdude conmpanies in die oil and ges sectorswho
may operate in Alaska. This, too, is prudent in thet it would ke wise to avoid even the
gopearance of involverment in this sectarin anoil and ges Stdle.

| think that you and the Trustees have done afinejob and thet the reguest for the
legislationis reasoralde andwell thought out  You areto e conmrended onreaching for
the gpportunity to increase battomline yield and tho pessage of the legislation will penmit
that

Finally, allownotoobserve that the curentlegislative dratt is adequate andwill permit
youto dothejob. Itisnotasartfully wittenas| would have preferredbecause it gopears
to be precocuypied with the buainess form of howa transadtionmight e put together
rather than the investment itself. Eachtransadiionis differentand it could be a limited
partnership, ajoint venture, acorparation, eic. Each venture might use a financial
adviser, aconsutant, albraerage mergerand acquisition teeam etc. 1f| hadadanceto
rewrite the legislation, | would dwell an the investment notwho pulls the dedl together
andhowitis organized

| have takentho liberty of endasing my view of nore fooused legislative verbiage.

As aways, thanks for giving me an ggportunity to comment. | gojoy being "keptin the
looplandhope thet | have teen costructive.

Please give my regardsto the ather Trustess.

Sincerely,

David A, Rose
Chainman



STATE OF ALASKA
Boards and Commissions

PERMANENT FUND

BOARD: Board of Trustees of the Alaska Permanent Fund Corporation

BOARD IDENTIFICATION NUMBER: 076

DEPARTMENT: Department of Revenue

AUTHORITY: AS 37.13.040

STATUS: Active

REQUIREMENTS: Financial Disclosure

PROHIBITIONS: Conflicts of Inteiest - Ownership of interest in entities in which corporation
assets are invested; public members may not hold any other state or federal office/position
except as a member of the armed forces.

TERM: 4 years

DESCRIPTION: 6 members appointed by Governor: 4 public members (may not hold any other
state or federal office, position or employment, either elective or appointive, except as
member of armed forces) with recognized competence/wide experience in finance,
investments, or other business management-related fields; 2 heads of principal departments,
1 being the Commissioner of the Department of Revenue; board elects chair; vacancies to be
filled promptly; terms of public members shall be staggered so that no more than one term of

a public member expires each year.

FUNCTION: Manage and invest the assets of the permanent fund and other funds designated
by law.

CHAIR: Board elects.

SPECIAL FACTS: Quorum - 4 members; may be removed by the Governor with a written
explanation; report (by September 30) to Governor/Legislature/public.

COMPENSATION: Standard Travel and Per Diem. Public members receive honorarium of $400
per day.

MEETINGS: 8 times per year; 10 days total.
FOR FURTHER INFORMATION CONTACT: Mr. William H. Scott, Executive Director, Alaska

Permanent Fund Corporation. P.O. Box 25500 M/S 0401, Juneau, AK. 99802 5500,
Phone: 907 465 2047, Fax: 907 586 2057

(Raviaed Decambar 23 1999 202



STATE OF ALASKA
Boards and Commissions

Membership Roster

' PERMANENT FUND (076)

Member

Nancy Bear Usera
Commissioner/Principal State Department
Comm/DOA/P.O. Box 110200

Juneau, AK 99811-0200

Carl F. Brady, Jr.
Public

2100 Atwood Drive
Anchorage, AK 99517

Oral E. Freeman
Public

2743 Third Avenue
Ketchikan, AK 99901

John T. Kelsey
Public

P.O. Box 527
Valdez, AK 99686

Darrel J. Rexwinkel
Commissioner/Revenue
Comm/DOR/P.O. Box 110400
Juneau, AK 99811-0400

Ralph C. Seekins

Public -- Chair

1625 Old Steese Highway
Fairbanks, AK 99701

(Rovteod Oacomtd 23, 1993

203

Appointed

11/27/91

02/01/91

02/01/91

03/06/87

10/01/91

02/01/91

Reappointed

07/01/92

07/01/91

07/20/93

Term EXxp.

07/01/96

07/01/94

07/01/95

07/01/97



FISCAL NOTE

Senate Bill No. 244

STATE OF ALASKA BILL NO.
194 LEGISLATIVE SESSION
Revision Date: Dept. Affected:  Department of Revenue
Title: 'An Act relating to Investments of the permanent fund in certain BRU: APFC
limited partnerships each of who principal purpose is investment in
securities of public or private companies; and providing for an
effective date.*
Component: APEFC
Sponsor: Senate Rules Committee by Request.
Requastor: SenateState Affairs. COMPONENT SERIAL NO. 109
OPERATING FY95 FY96 FY97 FY98 FY99
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 200.0 206.0 215.0 223.0 2320
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 200.0 206.0 215.0 223.0 232.0
| CAPITAL
REVENUE FUND SOURCE:
FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
Other (Corporation Receipts - 1022) 200.0 206.0 215.0 223.0 2320
TOTAL 200.0 206.0 215.0 223.0 232.0
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
Estimato of current year (FY94) Impact: $ A

FY00

240.0

240.0

240.0
240.0

ANALYSIS:  (Attach a separate page if necessary) The Corporation intends to begin expending money for due diligence relating to these
investments on July 1.1994. These costs will Include a ‘gatekeeper* fee similar to current real estate advisory fees; and will increase annually at

the 3.75% inflationrate.

Prepared by, William H. Scott. Executive Director Phone:
Division: Alaska Permanent Fund Corporation Date:
Approved by

Commissioner: Darre' J. Rexwinkel, Commissioner Date:
Agency: Department of Revenue

(907) 465-2047
April 12,1994

PREPARER TO PﬁRIg)\/I EA%L DISWBUTION COPIES 0 GOVERNOR'% LEGISLATIVE OFFICE

or furthor aistribution Information call the Governor's Legislative
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Permanent Fund changes asked

operations inAlaska.

Freeman cast the only dissent—
ing vote on the alternative invest—
ment resolution. He stll opposes
the narrower legislation that re—
sulted, saying the term *“[limited
partnership" istoo vague.

Freeman said Monday that
while limited partnerships pro;
ise greater retums, they aL "f"nme
their investment, while the general then for legislation that would al— with greater risk of big losses.
partner who puts the deal together low investments in the far broader Senate President Rick Halfoiu
assumes the legal lidvility. In re— category of “altemative invest— R-Chugiak. referred both bills to
tum, investors can receive in— ment strategies," which also in— four committees each - a long
come. capital gains and tax bene— cludes leveraged buyouts, oil and path to travel through one cham—

BRIAN S. AKRE
ASSOCIATED PRESS

The Alaska Permanent Fund
ard of trustees wants legislative
rmission to invest a portion of
3 state™ oil-wealth savings ac-
unt in limited partnerships.

But one trustee questions the
sdom of putting hundreds of mil-
ms of dollars into limited part-
~=ips. an area of investments
e considers too broad and risky.
The trustees also are asking
iwmakers t lift the restriction
hat prevents the fund from invest-

The board wants leg! ,.ative permission to
invest some of the state3 savings in limited
partnerships, which carry a higher return

but also a higher risk.

ng inmore than 40 percent of any
Juilding or other real estate.

Supporters say the changes
would allow the fund to adapt to a
changing investment market and
continue bringing in high returns
that lead to larger dividends for
Alaskans.

The two changes are in Senate

Bills 244 and 245, introduced on be— rate stocks. It would require the

foreign stocks, government bonds,

gas projects, and commodities ber. He did not return phone calls
Under state law. the Permanent such as timber. for comment P*riday and Monday .
Fund invests only in domestic and The board, on a 51 wte, ap— Rep. Terry Martin, R-Anchor-
proved a resolution directing its age, said the Legislative Budget
real estate, mortgage securities stafftoseek such legislation. and Audit Committee introduced
and Treasury hills. But the staff “toned down'™ the the bill Friday simply to open up
SB244 would only allow invest— legislation in light of trustee Oral the issue for discussion. Me, too,
ments in limited partnerships that Freeman’ objections, research of— doubted itwould go far,

are principally invested in corpo— ficer Jim Kelly said. SB245, which would remove the
"It was just too wild. He didn’t provision inslate law that says the

half of the board. Both are sched— general partner to have at least think inan election year the Legis— fund cannot own more than 40 per—

uled to have their first hearing Fri-.

day before the Senate State Affairs
Committee.
SB244, the limited partnership

bill, is expected to generate the vestment.

most debate.

Limited partnerships are in— partnerships could not exceed 5

vestments usually sold through
brokerage firms, investors put up
cash that typically goes toward

real estate, stock or major devel—

opments, such as oil and natural
gas drilling projects.

The limited partners risk only

lature would give the board the au— cent of any real estate investment,
thority, basically, todo anything it has a better chance of gaining pas—
sage. Martin said.

The fund began investing in real
estate in 1983. The 40 percent limit
was intended to reduce the risk of

five years experience managing
large securities investments. The
fund could contribute no more than wants todo."

60 percent of the capital for the in— There initially were concerns
that the change was being pushed

Total investment in limited as a way to get the fund to invest
in the trans-Alaska natural gas being a novice investor by allow—
percent of the Permanent Fund, or pipeline, which Gov. Walter J. ing the fund touse the expertise of

experienced partners.
In a recent memo to the board,
Pete Jeans, the fund’ real-estate

Hickel has promoted for years.
But SB244 would specifically
prohibit investment in [limited

about $750 million under the fund"s
current value.

The legislation has been nar-
t
|



