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STATE OF ALASKA
1996 LEGISLATIVE SESSIOM FISCAL NOTE BILL NO: CS 38 39 (STA)

Revision Dote: __________________

An Act relating to the roempers of the boad
Dept. Affected: Revenue 
3RU: APFC

ond staff o f the Alaska Permanent Fund Corporation.
Sponsor Senator RJeqer__________________
Requestor

Component A PFC

Senate Rnonce

E xp en d lfu re i/R e v e n u e r

COMPONENT SERIAL NO.

(Thousands of Dolan)

109

OPERATING EXPENDITURES F/ 97 FY98 FY 99 FY00 FY01 FY 02
PERSONAL SERVICES
TRAVEL 28.9 29.3 29.7 30.2 30.6 31.1
CONTRACTUAL 2.6 2.6 2.6 2.6 2.6 2.6
SUPPUES
EQUIPMENT

LAND & STRUCTURES #
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 31.5 31.9 1" 32.3 32.8 33.2 33.7

CAPITAL EXPENDITURES -  -  -  ■

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Do*ars)
1002 Federal Receipts
1003 GF Match
1004 GF

1005 G f/Program  Receipts
1037 GF/Menta! Hearth
Other 31.5 31.9 32.3 32.8 33.2 33.7
TOTAL 31.S 31.9 32.3 32.8 33.2 33.7

Estimate of any current year (FY96) cost )

POSITIONS:
FULL-TIME
PART-TIME •

TEMPORARY

ANALYSIS: (A flo ch  a  sep a ra te  p o g e  If r te c ew a y )
the Ik ed  note csejme* mptemerrwrtononXH  1 ,1996. It protectscom<*ociated with inaeaeno the numcerof ftveteee from m  to 
rep oang  one ccmmeeoner v»t*i a  pubic member.

seven, ana

Travel assume* 15 Mp* per year In-oate ond 2 Itto* per year ouf-of-state.

Trcraoortcrton cofts are aswrnea to IncreaM at a  4% rote o> Wlcflon eocn year. Per atom ana nonorarum reman constant In c* yea« . 

Contractual Includes regutralton fee* at tvro s e r r* o v  
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A M E N D M E N T  \

O FFERED  IN  THE HOUSE BY  REPRESENTATIVE BROW N
TO: HCS CSSB 89(STA )

1 Page 2 , lines 8 - 23

2 Delete a ll material.

3 Renum ber sections accord ing ly .



A M E N D M E N T

OFFERED IN  THE HOUSE BY  REPRESENTAT IVE  BROWN
TO: HCS CSSB 89(STA )

1 Page 3, line 4 , after "director":

2 Delete "and other employees serve"

3 Insert "serves"

4 Page 3, line 4 , after "board,":

5 Delete "except that"

6 Insert "and"



A s  c o m p a r e c l

H c s  e s s e  ? 9  O t a )

HOUSE CS FOR CS FOR SENATE B IL L  NO. 89( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINETEENTH LEGISLATURE - SECOND SESSION
BY

Offered:
Referred:

Sponsor(s): SENATORS RIEGER, Frank, Green, Halford, Kelly, Leman, Miller, Pearce, Phillips,
Sharp, Taylor, Torgerson

A B IL L  

FOR AN ACT ENTITLED  

"An Act relating to the members of the board and sta ff o f the Alaska 

Permanent Fund Corporation."

BE IT  ENACTED BY THE LEG ISLATURE OF THE  STATE OF ALASKA :

* Section 1. AS 37.13.050(a) is amended to read:
(a) The Board of Trustees o f the Alaska Permanent Fund Corporation consists 

o f seven [SEX] members appointed by the governor. Two o f the members must be 
heads o f principal departments o f state government, one o f whom shall be the 
commissioner of revenue. Five [FOUR] members shall be appointed by the governor 
from the public and may not hold any other state or federal office, position, or 
employment, either elective or appointive, except as a member o f the armed forces o f 
either the United States or of this state.

* Sec. 2. AS 37.13.050(b) is amended to read:
(b) The [FOUR] public members of the board must have recognized 

competence and wide experience in finance, investments, or other business

W ORK  D R A F T  W ORK D R A F T  ^
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management-related fields and at least one o f the public members must have 
recognized competence and experience in investment portfo lio management.

* Sec. 3. AS 37.13.060 is amended to read:
Sec. 37.13.060. TERM OF OFFICE. The public members o f the board shall 

be appointed for terms o f four years, and they may be reappointed. The terms of the 
public members shall be staggered so that the terms o f no more than two [ONE 
TERM OF A] public members expire [MEMBER EXPIRES] each year.

* Sec. 4. AS 37.13.070(a) is amended to read:
(a) The governor may remove a public member o f the board from office only 

fo r cause. A removal by the governor must be in writing and must state the reason 
for the removal. A member who is removed by the governor may not participate in 
board business and may not be counted for purposes o f establishing a quorum after the 
member receives written notice o f removal from the governor. In this subsection.

W O RK  D R A F T  W ORK D R A F T  W O RK  D R A F T

"cause" means *

f l )  incompetencv. which is the inability o r the unintentional o r 
intentional failure to perfonn the duties of the trustee: o r

(2) misfeasance or malfeasance in office, which includes the failure
o f the trustee to exercise prudent judgment in the affairs o f the corporation or 
intentionally taking action for reasons other than the financial best interest of the 
corporation.

* Sec. 5. AS 37.13 is amended by adding a new section to read:
Sec. 37.13.075. LIMITATIONS ON GOVERNOR, (a) The governor shall 

base the decision to appoint a board member solely on the financial best interest of the 
fund.

(b) The governor may not influence or attempt to influence the board to make 
an investment decision that violates prudent investment principles.

(c) Violation of this section constitutes a violation o f AS 39.52.
* Sec. 6. AS 37.13.100 is amended to read:

Sec. 37.13.100. CORPORATION STAFF. The board may employ and 
determine the salary o f an executive director. The executive director may, with die 
approval o f the board, select and employ additional staff as necessary. The executive
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q^ dexA
1 d ir e c t o r  a n d  o th e r  em p lo yees  w it h  in v es tm en t  respons ib i l i t ie s  se rve  at th e  pl<»a<nirp

WORK DRAFT WORK D°AFT WORK DRAFT

2 o f  the b o a r d ,  e x cep t  tha t  the b o a rd  m ay  e n te r  in to  em p lo y m e n t  con tra c ts  th a t  d o

3 n o t  exceed tw o  y e a r s ’ d u r a t io n .  An employee o f the corporation, including the
4 executive director, may not be a member o f the board. The executive director and the
5 other employees o f the board arc in the exempt service under AS 39.25.
6 * Sec. 7. AS 37.13.120(a) is amended to read: k je w  S e c iv o r \
7 (a) The prudent-investor rule shall be applied by the board in the management
8 and investment o f fund assets. The prudent-investor rule as applied to investments o f
9 the fund means that, in making mvestments, the board shall exercise the judgment and

10 care under the circumstances then prevailing that an institutional investor o f ordinary
11 prudence, discretion, and intelligence exercises in the management o f large investments
12 entrusted to it not in regard to speculation but in regard to the permanent disposition
13 o f funds, considering probable safety of capital as well as probable income. Each
14 b o a rd  m e m b e r  has  a f id u c ia r y  d u t v  to the  f u n d ,  a n d  each m e m b e r  s h a l l  p e r f o rm

15 o f f ic ia l  a c t io n s  s o le lv  in  a c c o rd a n c e  w it h  th a t  d u t v .
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HOUSE CS FOR CS FOR SENATE H ILL  NO. 89(STA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
ItY THE HOUSE STATE AFFAIRS COMMITTEE

OfTcrcd: 4/19/96 
Referred: Finance

Sponsor/s): SENATORS RIFCFR. Frank, (I'reen, llulford, Kelly. Fenian, Miller, Pearce, Phillips, 
Sharp, Taylor, Torgcrson

A B ILL  

FOR AN ACT ENTITLED 

"An Act relating to the members o f the board and staff o f the Alaska 

Permanent Fund Corporation."

BE IT ENACTED BY THE LEG ISLATURE OF THE STATE OF ALASKA :

* Section 1. AS 37.13.050(a) is amended to read:
(a) The Board o f Trustees o f the Alaska Permanent Fund Corporation consists 

o f seven (SIX) members appointed by the governor. Two of the members must be 
heads o f principal departments o f state government, one of whom shall be the 
commissioner o f revenue. Five |FO lJR | members shall be appointed by the governor 
from the public and may not hold any other state or federal office, position, or 
employment, either elective or appointive, except as a member o f the armed forces o f 
either the United Stales or o f this slate.

* Sec. 2. AS 37 .13.(150(b) is amended to read:
(b) The |FOUR] public members o f the board must have recognized 

competence and wide experience in finance, investments, or other business

S 110089c -I- HCS CSSII 89(STA)
tlf>w T e x t  U n d e r l i n e d  /D E L E T E D  T E X T  D K A C K E T E D j



1 management-related fields and at least one o f the public members must have
2 recognized compctcncc(and wide cxncricnc^in investment portfolio management.
3 * Sec. 3. AS 37.13.060 is amended to read:
4 Sec. 37.13.060. TERM OF OFFICE. The public members o f the board shall
5 be appointed for terms o f four years, and they may be reappointed. The terms o f the
6 public members shall be staggered so that the terms o f no more than two [ONE
7 TERM OF A] public members expire [MEMBER EXPIRES] each year.
8 !|! See. 4. AS 37.13.070(a) is amended to read:
9 (a) The governor may remove a public member o f the board from office only

10 fo r cause. A removal by the governor must be in writing and must state the reason
11 for the removal. A member who is removed by the governor may not participate in
12 board business and may not be counted for pur; • « s o f establishing a quorum after the
13 member receives written notice o f removal from the governor. In this subsection.
14 "cause11 means
15 (1) incompetency. which is the inability o r the unintentional or
16 intentional failure to perform the duties o f the trustee:
17 (2) misfeasance or malfeasance in office, which includes the failure
1 «S o f the trustee to exercise prudent jndgmenl in the affairs o f the corporation or
19 inlentionallv taking action for reasons other Ilian the llnancial best interest o f the
21) corporation: or
21 13) conviction of a crime that would cause a significant number of
22 reasonably prudent members o f the public to distrust the trustee's ability to
23 discharge the duties o f the trustee.
24 * Sec. 5. AS 37.13 is amended by adding a new section to read:
25 Sec. 37.13.075. LIMITATION'S ON GOVERNOR, (a) The governor shall
26 base the decision to appoint a board member solely on the financial best interest of the
27 fund.
28 (b) The governor may not influence or attempt to influence the board to make
29 an investment decision that violates prudent investment principles.
30 (e) Violation o f this section constitutes a violation o f AS 39.52.
31 * See. ft. AS 37.13.100 is amended to read:

HCS CSSB 89(STA) -2- S00089c
H e w  T e x t  U n d e r l i n e d  /D E L E T E D  T E X T  B R A C K E T E D  I



Sec. 37.13.100. CORPORATION STAFF. The board may employ and 
determine the salary of an executive director. The executive director may, with the 
approval o f the board, select and employ additional staff as necessary. The executive 
director and other employees serve at the pleasure of the board, except that the 
board may enter into employment contracts that do not exceed two years1 
duration. An employee of the corporation, including the executive director, may not 
be a member o f the board. The executive director and the other employees o f the 
board are in the exempt service under AS 39.25.

* See. 7. AS 37.13.100 is amended by adding a new subsection to read:
(b) A board member shall act solely in the best interest o f the fund when 

making decisions regarding the executive director or employees o f the corporation. 
A person who violates this subsection breaches a fiduciary responsibility.

SB0089C -3- HCS CSSB 89(STA)
H o w  T o s t  U n d o r l i n e d  I D E L E T E D  T E X T  B R A C K E T E D  ]



A la s k a  £>tate S e n a te
Senator Steve R ieger

District I
During Session;

State Capitol. Room SIS
Senate Finance Committee • Jun«u- AM* 99801
Chair, Senate T ransportation  Committee ( " 7 )  '165-3879

Legislative Budget and Audit Committee ____ 716 West 4th Avenue, Suite 530
Administrative Regulation Review Committee Anchorage, Alaska 99501
Legislative Council (907) 258-8188

Sponsor Statement

SB 89 -  An Act Relating to the Members of the Board and Staff of the Alaska
Permanent Fund Corporation

In  the past two years there has been 100% turnover in the top 
management o f the A laska Permanent Fund Corporation  -  among them the 
executive director, the chief investment officer, and a ll six trustees. This level 
o f tu rnover is not healthy.

The purpose o f SB 89 is to p rovide greater continuity in the 
management o f the fund , which shou ld  translate into m ore careful, 
deliberate financial decision-making. The b ill makes it clear that removal o f a 
trustee must be fo r cause. The number ot pi 'He members is increased from  
fou r to five members w ith staggered terms, ^enate B ill 89 also clarifies that 
the investment policies o f the fund and staffing decisions must be made 
sole ly in the best interest o f the fund.

The management issue is significant because the Alaska Permanent 
Fund is significant. In  a few short years, the Permanent Fund has grown to 
over $18 b illion . This is an amount more than seven times the amount o f 
general funds used in  the annual state operating and capital budget. Sound 
and stable management o f a fund o f this magnitude is essential.

W ith the exception o f the accelerated rem ova l o f trustees which 
occurred in the last tw o governor transitions, this b ill is not aimed at 
correcting any particu lar past practices. Passage o f SB 89 shou ld not be 
construed as an indication that any past Permanent Fund Board o f  Trustees' 
decisions were incorrect o r improper. Instead, SB 89 is fo rw ard -look ing -  
designed to strengthen the protections fo r the corpus o f the fund -  so that the 
fund w ill be o f m aximum  value and long-lived.

April 22,1996



A laska Permanent Fund C orporation
P.O. Box 25500 Juneau, Alaska 99802-5500 

(907) 465-2047

M E M O R A N D U M

DATE:

TO:

FROM:

January 29, 1996

Senator Steve Riejger 
Senator Rick H a lfo rd
Byron I. M a l l o t t ^ ^ ^  
Executive Director

SUBJECT : T rustees’ P osition  on Senate B ill No. 89 and  
Senate Jo in t R esolution  14

This is to reiterate the position o f the Board o f Trustees regarding Senate 
B ill No. 89 and Senate Joint Resolution 14. As was the case last session, 
the Board does not intend to take a position on either the b ill or the 
proposed Constitutional amendment because, in their view, the issues 
addressed are legislative prerogatives.

c: Board o f Trustees
Pat Pourchot, Governor’s Legislative Director



DATE: 3/10/95 FURTHER:

DATE TURNED INTO OFFICE: * 3 - g -  ■

SEN TE FINANCE C O M M IT T E ' REPORT

The Finance Committee considered SENATE BILL NO. 89

"An Act relating to the members of the board and staff of the Alaska Permanent Fund Corporation.

and recommends: 
f *J^be replaced with 
[ 1 adopt previous

CS ^ s A  2 ?

CS

[ | attached amendment(s)
[ I adopt Letter o f  Intent by 
[ J further referral to the___

Senate Bill:
—  f V| same title 

) I I new tide 
House Bill:

_(_________ ) [ | same title
[ j technical change 
[ j new: SCR*___

Committee

Committee

NEW FISCAL NOTE!

&
Dale Zero Fiscal

PREVIOUS FISCAL NOTE(S):*
Department Date Zero Fiscal

I I A P P R O P R I A T I O N  . .  nn f i u - a l  n n l » *liu> liula f lu -a l  n o te s  u r c n m n a n i n o  C u t n r n n r ' c  h i l l



DATE: 2/15/95

SENATE COMMITTEE REPORT J* 
First Committee of Refbri al

FURTHER: Finance

Date o f 5 -Day Notice: 'Z y /'l/9 *^
(in accordance with Uniform'Rule 23)

DATE TURNED ^  ^  -
INTO OFFICE:

State Affairs Committee considered SENATE BILL NO. 89 

members of the board and staff of the Alaska Permanent Fund Corporation."

and .recommends:

K l  be replaced w it h  

[ ] adop t  previous

c s J ^ S - 2 5 l

Senate Bill: 
title 

[ ] new title 
House Bill:

[ ] attached amendment(s)

[ J adopt Letter of Intent by 

[ ] further referral to the_

) [ ] technical change 
[ 1 new: SCR*

Committee
Committee

NEW FISCAL NOTE(S): r f
Department Dale Zero Fiscal

PREVIOUS FISCAL NOTE(S):*
Deptment Dale Zero Fiscal

[ J A PPR O ! RIATION -  no fiscal note ’ Include fhcal notes aceoapaaiag Governor’s bill



R C S #  233
I t e m  17

Alaska State Senate 
Nineteenth Legislature 

Second Session
0 3 - 2 6 - 9 6
1 1 : 5 4 : 5 3

Yeas:

Nays: 

Excused:

CSSB 89(FIN) am 
Third Reading - On Reconsideration

14 Frank, Green, Halford, Hoffman, Kelly,
Leman, Miller, Pearce, R.Phillips, Rieger, 
Salo, Sharp, Taylor, Torgerson

6 Adams, Donley, Duncan, Ellis, Lincoln,
Zharoff

0

Absent: 0



(7) '■
Date Referred to Committee: March 27, 1996

^OUSE COMMITTEE REPC^T
FURTHER REFERRALS:

Date of Committee Action:

The STATE AFFAIRS Committee considered: 

CS FOR SENATE BILL NO. 89(FIN) am

Finance

CSSB 85KFIN) am

PERMANENT FUND BOARD MEMBERS & STAFF 

“ An Act relating tr the members of the board and staff of the Alaska Permanent Fond Corporation.”

recommends it be replaced Q  r - ; / ^  /  . x  [*^flhe same ti
with the following committee substitute U-CS C _ S  ^  0 I ( 5 t h  ) [ j a new title

M^flic'samc title

[ ] additional referral to Committee
T 1 attached amendments) 

ADOPTS:_____________

ATTACHES NEW FISCAL NOTE(s): (Dlf(> A ^PR O V p PREVIOUS:

_____________________  [Vjffiscal note<s)[ J fiscal notc(s)

[ J zero fiscal note(s)

Letter of Intent

[ ] zero fiscal note(s)
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o r
s) Alaska
'S’
M Senator Steve R ieger

District I

Senate Finance Committee
Chair, Senate T ranspo rta tion  Committee

Legislative Budget and Audit Committee 
Admin,Jtrative Regulation Review Committee 
Legislative Counc.

£>tate Senate

During Session:
State Capitol, Room 516 
Juneau, Alaska 99801 

(907) 465-3879

716 West 4th Avenue, Suite 530 
Anchorage, Alaska 99501 

(907) 258-8188

MEMORANDUM

TO: Representative M ark H an ley , Co-chair
Representative R ichard Foster, Co-chair 
House Finance Committee

FROM : Senator Steve R ie g e r^
Senate District I

DATE: A p ril 25, 1996

RE: Hearing request fo r SB 89 -  "An Act relating to the members o f
the board and sta ff o f the A laska Permanent Fund Corporation ."

I respectfully request a hearing on SB 89 which passed the House State 
A ffa irs Committee w ith 5 "do pass" and 2 "no recommendation" on  A p ril 18,
1996.

I  have enclosed a sponsor statement and packet o f in fo rm ation on 
SB 89 fo r the House Finance members. The legislation has a $31,500 fiscal 
note from  the Department o f Revenue. I f  you have any questions on  this 
legislation, please contact me o r Sheila Peterson on my staff.

Thank you very much fo r you r consideration.

Enclosures




