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Official Business
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Alaska State Senate

Senate Finance Committee

Mail Stop 3100
State Capitol
Juneau, Alaska 99801-1182

AGENDA

Wednesday, February 11, 2009 9:00 AM

Overview:
Retirement Trust Performance Review
Consututional Budget Reserve Performance Review

Pat Galvin, Commissioner, Department of Revenue

Michael O’Leary, EVP, Callan Associates ole

Jerry Burnett, Deputy Commissioner, Division of Treasury, Revenue
Gary Bader, Chief Investment Officer, Treasury Division, Revenue

Ve Burns
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Alaska Statutes
AS 37.10.430

Sec. 37.10.430. Management of the budget reserve fund.

(a) The Department of Revenue may transfer management responsibility over all
or a portion of the budget reserve fund (art. IX, sec. 17, Constitution of the State of
Alaska) to the Alaska Permanent Fund Corporation.

(b) By March 15 of each year, the Department of Revenue shall, after consulting
with the Alaska Permanent Fund Corporation, prepare a report setting out the balance in
the budget reserve fund (art. IX, sec. 17, Constitution of the State of Alaska) on January 1
and on December 31 of the previous calendar year. The report shall state the nominal,
real, and realized return on the budget reserve fund compared to the nominal, real, and
realized return on the permanent fund and the general fund during the previous calendar
year.

(c) A special subaccount is established in the budget reserve fund (art. 1X, sec. 17,
Constitution of the State of Alaska). Money in the subaccount shall be invested to yield
higher returns than m1ght be feasible to obtain with other money in the budget reserve
fund. In establishing or modifymg the investment policy for the subaccount in the
constitutional budget reserve fiind, the commissioner of revéfiue. shall:assume that those
funds will not be needed for at least five yéars. Income earned on money in the
subaccount shall be retained in the subaccount by the department.
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10
11
12
13
14
15
16
17
18
19
20
21
22
23

Yupiit School District 42,442

* Sec. 33. CONSTITUTIONAL BUDGET RESERVE FUND. (a) The sum of
$2,600,000,000 is appropriated from the general fund to the constitutional budget reserve fund
(art. IX, sec. 17, Constitution of the State of Alaska) for repayment of amounts owed the
constitutional budget reserve fund.

(b) It is the intent of the legislature that the Department of Revenue invest the assets
of the constitutional budget reserve fund (art. IX, sec. 17, Constitution of the State of Alaska)
in a manner maximizing the long-term earnings of the fund while meeting the minimum
liquidity requirements of the state.

* Sec. 34. LAPSE. (a) The appropriations made by secs. 10, 13, 19(h), 22(b), 22(c), 26(b),
and 26(c) of this Act are for capital projects and lapse under AS 37.25.020.

(b) The appropriations made by sec. 21 of this Act are for the capitalization of funds
and do not lapse.

* Sec. 35. CONTINGENCY. (a) The appropriation made in sec. 21(d) of this Act is
contingent on passage by the Twenty-Fifth Alaska State Legislature and enactment into law of
a measure creating the community revenue sharing fund.

(b) The appropriations made in sec. 32 of this Act are contingent on passage by the
Twenty-Fifth Alaska State Legislature and enactment into law of a version of SB 125.

* Sec. 36. Sections 1, 16 - 20, 21(a), 21(b), 21(d), and 34 of this Act take effect March 10,
2008.

* Sec. 37. Section 21(c) of this Act takes effect June 30, 2008,

* Sec. 38. Except as provided in secs. 36 and 37 of this Act, this Act takes effect April 13,
2008.

Enrolled SB 256 -110-
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Permanent Fund asset allocation
Comparison of target allocation and actual allocations

US Fixed Income
US Equities
Non-US Equities
Global Equities
Non-US Fixed Income
Real Estate
Private Equity
Absolute Return

Infrastructure

Target allocation
band

19% +/- 6%
26% +/- 6%
13% +/- 3%
14% +/- 4%
3% /- 3%
10% +/- 3%
6% +/- 5%
6% +/- 3%
3% +/- 3%

Actual Allocation

12/31/08

26.91%’
23.79%
11.02%
12.08%
3.93%
12.64%
2.20%
6.57%
0.85%'

02/03/09

26.67%'
23.11%
10.53%
11.57%
3.99%
13.09%?
2.13%
7.58%
1.33%'

! Infrastructure is a new asset class for the Permanent Fund, and while
commitments have been made, managers are still seeking out suitable properties
for investment. In the interim, funds designated for infrastructure are currently

held in US fixed income.

2 APFC anticipates that write-downs in the value of some directly held properties
will bring this asset allocation into compliance with its target band in the near

future.
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