




r  rSENATE FINANCE COMMITTEE REPORT
REPOki .

DATE: 4/15/97 FURTHER:

DATETURNED
IN TO OFFICE: 4 / / ? /47

Finance Committee considered SENATE BILL NO. 161

"An Act relating to management of certain municipal assets by the Alaska Permanent Fund 
Corporation.”

and recommends:

be replaced with CS ^  ^  l(* I____________ ( F l h /  )

[ ] adopt previous  CS_________________________ (_______)

[ ] attached amendment(s)

[ ] adopt Letter of Intent by___________________ Committee

[ ] further referral to the______________________Committee
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C o-C hair: Co-Chair: /

Co-Chair: " "Co-Chair:

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

/?C\/01LLC__: I / l l  fa l­ s e  0-0

Senate Bill:
[*T same title 
[ ] new title 

House Bill:
[ ] same title 
[ ] technical change 
[ ] new: SCR"___

[ ] APPRO PRIATION  -  no fiscal note ♦include fiscal notes accompanying Governor’s bill



S T A T E  O F  A L A S K A

1 9 9 7  L E G I S L A T IV E  S E S S IO N
FISCAL NOTE No. /_

Revision D o t e : _____________________________________________
Title: An Act relotlng to m anogem ent of certain municipal BRU:

(b; Publish Date: i s - q n
Dept. Affected. Revenue_____________________________

T Version: SB i I______

Alaska Perm anent Fund Corporation
assets by the Alaska Permanent Fund Corporation. Com ponent: Alaska Perm anent Fund Corporation
Sponsor:
Requestor:

S e n a to r S h a rp
CRA.<

Expenditures/Revenues:

COMPONENT SERIAL NO.

(Thousands of Dollars)

109

OPERATING EXPENDITURES FY 98 FY 99 FY00 FY01 FY 02 FY 03
PERSONAL SERVICES

TRAVEL

CONTRACTUAL 300.0 309.0 318.0 328.0 341.0 355.0
SUPPLIES

EQUIPMENT
LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS
TOTAL OPERATING 300.0 309.0 318.0 328.0 341.0 355.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 300.0 309.0 318.0 328.0 341.0 355.0

rUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF M atch
1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other-Corporate Receipts 300.0 309.0 318.0 328.0 341.0 355.0

TOTAL 300.0 309.0 318.0 328.0 341.0 355.0

Estimate of any current year (FY97) cost $ 

POSITIONS:

FULL-TIME

PART-TIME
TEMPORARY

ANALYSIS: (Attach a  separate p a g e  If necessary)
See A ttached .

r 7 .

Prepared by: 

Division:

Byron I. Mallott Phone: 465-3172

Alaska Permanent

Approved by Commissioner: Wilson L. Condon

Agency:

Fund^orporatlpp

Revenue

Date: April 11. 1997

“77
Date: April 11.1997

P R E P A R E R  TO  P R O V ID E  A L L  DISTRIBUTION C O P IE S  TO  G O V E R N O R 'S  LE G ISLA T IV E  O F F iC E

For fu rth er d istribution  in fo rm a tio n  c a l l  th e  G o v e rn o r 's  L e g is la t iv e  O ff ic e
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A n a l y s i s  t o  A c c o m p a n y  F i s c a l  N o t e  f o r  

P r o p o s e d  S e n a t e  C o m m u n i t y  &  R e g i o n a l  A f f a i r s  

C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  B i l l  1 6 1

Apr; I

Proposed SCS SB161(C&RA) provides for the management of certain 
municipal assets by the Alaska Permanent Fund Corporation (APFC).
The APFC would hold and invest the municipal assets, provide quarterly 
financial reports and audited annual reports, make certain transfers and 
advise the municipality of revisions to investment policy or changes in 
asset allocation. The municipality will pay the corporation a management 
fee to cover the costs of managing these assets. This fee shall be deposited 
in the earnings reserve accoun t', and the APFC would request that the 
legislature appropriate these funds for the operations of the corporation.

The projected costs above are calculated based on a municipal fund value 
of $90 million and a 3-4% growth rate. The management fee represents a 
pro-rata share of the APFC operating expenses which includes investment 
managt r  and custody fees and administrative costs for accounting, 
reporting, communications and other support.

This fiscal note is prepared on the assumption that the APFC would be 
directed to invest one municipal fund with approximately $90 million in 
assets. If it turns out th a t a number of municipalities seek to take 
advantage of this legislation, it would likely raise a t least two issues a t the 
legislative level:

• Would the increased operating costs and administrative, accounting 
and reporting responsibilities required for the APFC to effectively and 
prudently manage a number of municipal funds be consonant with the 
corporation’s prim ary fiduciary responsibility — the presejvation of the 
Alaska Perm anent Fund’s principal and the cost-effecti^v management 
and investment of its  assets?

• Is it appropriate public policy for the APFC to compete with private 
sector investm ent firms who are able to provide virtually the same 
investment management services as the APFC?
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T H I S  L E G I S L A T I O N  A U T H O R I Z E S  T H E  P E R M A N E N T  F U N D  

C O R P O R A T I O N  T O  M A N A G E  T H E  A S S E T S  O F  A  M U N I C I P A L  

S A V I N G S  O R  I N V E S T M E N T  A C C O U N T .

T H E  P A R A M E T E R  O F  A  M A N A G E M E N T  A G R E E M E N T  S T A R T S  

O N  P A G E  1 ,  L I N E  9  T H R O U G H  T H E  R E M A I N D E R  O F  T H E  B I L L .

T H E S E  W E R E  S E T  B Y  T H E  P E R M A N E N T  F U N D S  C O R P O R A T I O N  

A S  C O N D I T I O N S  T H E Y  C O U L D  A C C O M M O D A T E  W I T H O U T  

C O M P R O M I S I N G  T H E I R  M I S S I O N .

T H I S  O F F E R S  M U N I C I P A L I T I E S  T H E  O P T I O N  O F  I N V E S T M E N T  

M A N A G E M E N T  S E R V I C E S  W I T H I N  A L A S K A  A N D  O N E  I N  

W H I C H  T H E  A V E R A G E  C I T I Z E N  H A S  C O N F I D E N C E .

M A N A G E M E N T  C O S T S  A R E  T O T A L L Y  R E I M B U R S A B L E  T O  T H E  

P E R M A N E N T  F U N D  C O R P O R A T I O N  B Y  T H E  M U N I C I P A L I T I E S  .
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800 CUSHMAN STREET 
FAIRBANKS, ALASKA 99701-4683 

OFFICE: 907-459-6793

C I T Y  O F  F A I R B A N K S
J a m e s  C .  H a y e s ,  M a y o r

March 7, 1997

S e n a to r  B ert S h a rp  
S ta te  C ap ito l
J u n e a u , A la sk a  9 9 8 0 1 -1 1 8 2

R e: C ity o f F a irb a n k s ' P e rm a n e n t Fund

D ea r S e n a to r  S h a rp :

P u rsu a n t to o u r co nversa tion  earlier this w eek, I w ish to  form ally r e q u e s t  y o u r sp o n so rs h ip  
of legislation regard ing  th e  m a n a g e m e n t of th e  C ity 's P e rm a n e n t F und . A s  I e x p la in e d  to  
you, it is th e  C ity’s  d e s ire  th a t it b e  allow ed to d e p o s it th e  p ro c e e d s  o f  th e  utility s a le  into 
th e  S ta te 's  P e rm a n e n t F und , to  b e  m a n a g e d  by th e  S ta te  P e rm a n e n t F u n d  C orpo ra tion . 
B e c a u se  th e  sa le  is e x p ec ted  to  ta k e  p la c e  th is  sum m er, I w ou ld  re sp e c tfu lly  re q u e s t  th a t 
th is  le g is la tio n  b e  p ro p o se d  by la te  sum m er, a n d  a c te d  u p o n  d u rin g  th is  L eg is la tive  
S e s s io n .

I am  c e r ta in  y ou  a r e  a w a re  th a t th is is currently  b e in g  d o n e  for b o th  th e  A lask a  M ental 
H ealth  L andsT rust a n d  th e  A lask a  S c ie n c e  T ech n o lo g y  F o u n d a tio n . T h is, I am  su re , will 
h e lp  p a v e  th e  w ay  fo r th e  p a s s in g  o f th is  p ro p o se d  leg isla tion .

T hank  you for your a s s is ta n c e .  If you  h a v e  an y  fu rther q u e s tio n s , p le a s e  d o  no t h e s ita te  
to  c o n ta c t m e.

S in ce re ly ,

CITY O F  FAIRBANKS

t r a c e s  C. H a y e s  
M ayor

JC H :b ss



LEG A L S E R V IC E S
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

M E M O R A N D U M April U, 1997

SUBJECT: Management of municipal assets by the Alaska Permanent Fund
Corporation (CSSB 161(); 20-LS0864\E)

TO: Senator Bert Sharp
Attn: Marilyn Wilson

FROM: Tamara B. Cook a

Director •/ \ M

Here is the sectional summary you requested of the above referenced draft.

Sec. 1. Requires the Alaska Permanent Fund Corporation to manage the assets in an account 
of a municipality when directed to do so by resolution of the municipal governing body if 
the account meets certain requirements. The municipality must pay an amount sufficient to 
reimburse the corporation for the costs of managing those assets. Payments are deposited 
in the earnings reserve account and the corporation may request the legislature to appropriate 
those payments for operations of the corporation.
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