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FISCAL NOTE
STATE OF A LASKA
2004 LEG IS LA TIV E  SESSION

Revision Date/Time (Note if correction): 
T it le  P e rm a n e n t  F u n d  In v e s tm e n t s

Fiscal Note Number: 1

Bill Version

(S) Publish Date. 3/5/04
C S S B  3 2 6 (S T A )

D e p t . A f fe c te d ;_______________R e v e n u e ______________
R D U  A K  P e rm a n e n t  F u n d  C o rp o r a t io n

'C o m p o n e n t  A K  P e rm a n e n t  F u n d  C o rp o r a t io n
S p o n s o r
R e q u e s t e r

R u le s  b y  r e q u e s t  o f  L B A
S e n a t e  S t a t e  A f fa ir s  C o m m it te e

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

1 0 9

N o te : A m o u n ts  d o  n o t  in c lu d e  in f la t io n  u n le s s  o th e rw is e  n o te d  b e low .
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 8 F Y  2 0 0 9 F Y  2 0 1 0
P e r s o n a l S e r v ic e s
T r a v e l
C o n t ra c tu a l
S u p p lie s
E q u ip m e n t
L a n d  & S t ru c tu re s
G ra n ts  & C la im s
M is c e lla n e o u s

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0
IC A P IT A L  E X P E N D IT U R E S  i I

IC H A N G E  IN  R E V E N U E S  ( ) |

F U N D  S O U R C E (T h o u s a n d s  o f  D o l la r s )
1 0 0 2  F e d e ra l R e c e ip t s
1 0 0 3  G F  M a tch
1 0 0 4  G F
1 0 0 5  G F / P r o g ra m  R e c e ip t s
1 0 3 7  G F /M e n ta l H e a lth
O th e r  (Spec ify  T y p e -D o  no t abb rev ia te )

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0
E s t im a t e  o f  a n y  c u r r e n t  y e a r  ( F Y 2 0 0 4 )  c o s t :  0 . 0
M a rk  t h i s  b o x  (X )  i f  f u n d i n g  f o r  t h i s  b i l l i s  in c lu d e d  in  th e  G o v e r n o r ' s  F Y  2 0 0 5  b u d g e t  p r o p o s a l :  

P O S IT IO N S
F u ll- t im e
P a r t - t im e
T e m p o r a r y

A N A L Y S IS :  (Attach a separate page if necessary)

The existing manager fee budget of $40 million is sufficient to cover any changes in investments under this 
legislation.

P r e p a r e d  b y : R o b e r t  D . S to r e r ,  E x e c u t iv e  D i re c to r___________________________________  P h o n e  4 6 5 - 2 0 4 7
D iv is io n  A la s k a  P e rm a n e n t  F u n d  C o rp o r a t io n ____________________________________ D a te /T im e  2 / 2 4 / 0 4  9 : 3 7  AM
Approved by: Steve Porter, Deputy Commissioner_____________________  Date 2/6/2004______
Agency Department of Revenue______________________________
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S p on sor  s ta tem en t for  SB 326

Background

Alaska Statute 37.13.120 provides a list of investment guidelines for the Alaska Permanent Fund, and the 
Fund’s Trustees make investment decisions within these guidelines. Sometimes it is necessary to update 
the Fund’s statutes as investment practices evolve. Periodically the Trustees bring these proposed 
changes to the Legislature.

In 1999 the Legislature passed HB 156, a bill that made a number o f necessary changes to the statutes. 
One change was the creation of a “basket clause” in AS 37.13.120(k). This clause allows the Trustees to 
invest up to 5% of the Fund in investments not included in the allowed statutory list, but that are 
appropriate under the prudent investor rule. The basket clause may also be used for allowed investments 
in which the Fund has reached its statutory limitation.

However the alternative investments allowed under the basket clause may conflict with the investments 
not allowed under the statutory list. AS 37.13.120(e) prevents the Fund from borrowing money against 
assets other than real estate to leverage an investment. AS 37.13.120(h) restricts the situations in which 
Fund assets may be invested in futures contracts. AS 37.13.120(j) bars investing in any debt instrument 
on which an interest payment has been defaulted in the preceding five years.

Many alternative investments, such as hedge funds, use one or more of the methods restricted in (e), (h) 
and (j) as part o f their overall investment strategy. The Permanent Fund could not make these investments 
under current statutes, despite the lacl that they might represent sound investment opportunities.

Senate Bill 326

SB 326 achieves two objectives. The first is to provide clean-up language for AS 37.13.120(e) and (k), in 
part by explicitly stating that the investments restricted under AS 37.13.120(h) and (j) are allowed under 
the basket clause. According to transcripts of committee hearings, the Legislature was aware when it 
created the basket clause, that it would be used for these types of alternative investments. The change in 
this bill would clean up the discrepancy in language between the sections while still maintaining the 
original legislative intent.

The second would expand the basket clause from 5% to 15%. This is necessary because the 5% limit is 
too small to allow the Trustees enough flexibility to keep up with changes in investment practices. For 
example, the Trustees are planning on placing up to 3% of the Fund in private equity investments. If these 
are successful investments, the value will grow to 4% or more o f the Fund, leaving less than 2% of the 
basket clause for other investments.


