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Original sponsors: Kelly, Hohman,
Colletta and Sackett

. IN THE SB\ATE BY THE FINANCE COWITTEE
HOUSE CS KR SENATE BILL ND. 161
IN THE LEGISLATURE OF THE STATE OF ALASKA
HEVNTH LEGISLATURE - FIRST SESSION
A BILL
. For an Act entitled:  "An Act relating to nonreneneble resource reentes; o
legislative oersigit; ad providing for an effective
CI date."
g BE IT ENCCTED BY THE LEGISLATURE OF THE STATE OF ALAKA:
* Section 1. FINDINGS.  The legislature finds that there 1s a suostantaal
need for oversigit of the performance of those agancies of the state which

u
perform lending or investmantt functios since those functions do ot receinve

z the detailed review 1o which other eperditures of public money are sLbject,
1<1 ad therefore the knovledge necessary for soud legislation in this area Is
g ot reedily aailable. There iIs a need for legislative oversight which will
1(>provicl=3 information an the policy ad performance of these agacies, the
]7e><terrttov\hid1ﬂeagen:iesoonfonntostamtory intent, ad the inpect of
; their perfomance an the econoy ad tre state treesury.
*Sac. 2 AS 24.20 i1s arended by adding new sectios to reed:

Sc. 24.20.15%5. PROES. The purposes of the Legislative Budget

ad Audirt Comittee  include
() monitoring ad reporting
@A the perfomance of the agacies of the state which
perforin leding or investmet fuctions,
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7’5 ® te extent 1o vhich tre performence of these agen-

. cies hes cotributed t© tre fisal, finacial, ecoxamic ad social

1 Inproverett of the state ad Its crtzas,

U O te extait © which these agacies ad the exeautive

have prepared ad coordinated dort ad lag cerm ecoanic, fiscl,
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investment and financial plannings

(2) holding these agencies accountable to statutory intent in
their performance by recommending, where appropriate, changes in policy
to the agencies or changes 1in legislation to the legislature;

(3) annually reviewing the extent of capitalization of the
investment funds of the state and alternative investment policy for the
general fund surplus and recommending needed legislation.

Sec. 24.20.206. DUTIES. The Legislative Budget and Audit Commit—
tee shall

(1) repo..:; to the legislature its recommendations relating to
the confirmation of suggested appointees to the Board of Trustees of the
Alaska Permanent Fund Corporation and the Board of Trustees of the
Alaska Renewable Resources Corporation;

(2) annually review the long-range operating plans of all
agencies of the state which perform lending or investment functions;

(3) review periodic reports from all agencies of the state
which perform lending or investment functions;

(4) present a complete report of investment programs, plans,
performance, and policies of all agencies of the state which perform
lending or investment functions to the legislature within 30 days after
the convening of each regular session;

(5) present to the legislature within 30 days after the con-—
vening of each regular session a review of the report of the governor
under AS 37.07.020(d) with recommendations for any needed legislation;

(6) in conjunction with the finance committee of each house
recommend annually to the legislature the investment policy for the

general fund surplus and for the income from the permanent fund;
(7) provide for an annual post audit and annual operational

and performance evaluation of the Alaska Permanent Fund Corporation in-
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vestments and investment programs.

Sec. 24.20.209. RECORDS. The Legislative Budget and Audit Commit—
tee shall keep a complete file of all reports presented to it and all
reports presented by it to the legislature or to a legislative commit—
tee,

Sec. 3. AS 24.20.201(a) 1is amended by adding new paragraphs to read:

(8 hold public hearings on the confirmation of the members
of the Board of Trustees of the Alaska Permanent Fund Corporation, and
the members of the Board of Trustees of the Alaska Renewable aesources
Corporation;

(9) make recommendations concerning the structure and operat—
ing practices of all agencies of the state which perform lending or
investment functions;

(10) enter into and enforce all contracts necessary or desira—
ble for the functions of the committee.
Sec. 4. AS 37.07.020 1is amended by adding a new subsection to read:

(d) The governor shall annually, before the convening of che
legislature, report to the legislature through the Legislative Budget
and Audit Committee the long-range fiscal and economic consequences of

(1) alternate levels of capitalization of the investment
funds of the state; and

(2) alternative investment policy for the general fund sur—
plus .

Sec. 5. AS 37 is amended by adding a new chapter to read:
CHAPTER 13. ALASKA PERMANENT FUND.
Sec. 37.13.010. ALASKA PERMANENT FUND. (a) Under art IX, sec. 15

of the state constitution, there 1is established as a separate fund the
Alaska permanent fund. The Alaska permanent fund consists of

(1) 50 per cent of mineral lease bonuses remaining after
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deduction of any amounts allocated
(A) to the Alaska Native Fund under the Alaska Native
Claims Settlement Act and implementing state legislation; and
(B) in AS 37.11.020 to the Alaska renewable resources
development fund;

(2) 25 per cent of all mineral lease rentals, royalties,
royalty sale proceeds, and federal mineral revenue sharing payments
received by the state from mineral 1leases issued on or before July 1,
1979;

(3) 50 per cent of all mineral lease rentals, royalties,
royalty sale proceeds, and federal mineral revenue sharing payments
received by the state from mineral leases issued after July 1, 1979; and

(4) any other money appropriated or otherwise allocated by
law to the Alaska permanent fund.

(b) Payments due the Alaska permanent fund under (a) of this
section shall be made to the fund once each month.

(c) The Alaska permanent fund shall be managed by the Alaska
Permanent Fund Corporation established in this chapter.

Sec. 37.13.020. FINDINGS. The people of the state, by constitu-—
tional amendment, have required the placement of at least 25 per cent of
all mineral lease rentals, royalties, royalty sale proceeds, and federal
mineral revenue sharing payments and bonuses received by the state into
a permanent fund. The legislature finds with respect to the Alaska
Permanent Fund Corporation that

(1) the corporation should provide a means of conserving a
portion of the state"s revenues from mineral resources to benefit all

generations of Alaskans;

(2) the corporation®s goal should be to maintain safety of

principal while maximizing total return;
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3) the corporation should be used as a savings device
managed to allow the maximum use of disposable income from the corpora—
tion as needed for purposes designated by law.

Sec. 37.13.030. PURPOSE. It is the purpose of this chapter to
provide a mechanism for the management and investment of those permanent
fund assets allocated to the Alaska Permanent Fund Corporation in a
manner consistent with the findings established in AS 37.13.020.

Sec. 37.13.040. ALASKA PERMANENT FUND CORPORATION. There 1is
established the Alaska Permanent Fund Corporation. The corporation is a
public corporation and government instrumentality in the Department of
Revenue managed by a board of trustees but has a legal existence inde—
pendent of and separate from the state. The purpose of the board is to
manage and invest the assets of the corporation in accordance with this
chapter.

Sec. 37.13.030. COMPOSITION OF BOARD OF TRUSTEES. (a) The Board
of Trustees of the Alaska Permanent Fund Corporation consists of five
members appointed by the governor and confirmed by a majority of the
members of the legislature in joint session.

(b) The board shall annually elect a chairman from among its
members.

Sec. 37.13.060. TERM OF OFFICE. The members of the board shall be
appointed for terms of three years, and they may be reappointed subject
to reconfirmation by a majority of the members of the legislature in
joint session. Terms shall be staggered. Initial terms shall be two
members serving for one year, two members serving for two years, and one
member serving for three years.

Sec. 37.13.070. REMOVAL AND VACANCIES. (a) The governor may

remove a member of the board from office by and with the consent of a

majority of the members of the legislature in joint session. A removal
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by the governor shall be in writing and state the reason for removal.

IT the legislature is not in session, the governor may suspend a member
of the board. Upon suspension, a vacancy 1is not created but the board
member may not participate in board business and may not be counted for
purposes of establishing a quorum. The joint session shall be held
within 30 days from the date of removal if the removal occurs while the
legislature is in session or within 30 days of convening of the legis—
lature if the legislature is not in session. IT the legislature refuses
to consent to his removal, the board member shall be reinstated to his
position.

(b) A vacancy on the board shall be promptly filled by appointment
by the governor and confirmation by a majority of the members of the
legislature in joint session, and an appointee to fill a vacancy shall
held office for the balance of the term for which his predecessor on the
board was appointed. ITf a vacancy arises on the board while the legis—
lature is not in session, the governor may appoint an interim board
member who shall exercise all powers of a permanent board member until
such time as the legislature in joint session fails to confirm the
appointment of the interim board member.

(©) A vacancy on the board does not impair the authority of a
guorum of the board toexercise all the powers and perform all the
duties of the board.

Sec. 37.13.080. QUALIFICATIONS OF BOARD OF TRUSTEES. (a No
individual may be appointed to the board who has not been a resident of
the state for at least three years.

(b) No member of the board may hold any other state or federal
office, position or employment, either elective or appointive, except as

a member of the armed forces of the United States or of this state.

(c) At least three members of the board shall have recognized
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competence and wide experience in finance, 1investments, or other busi—
ness management-related field.

Sec. 37.13.090. QUORUM. Three members of the board constitute a
guorum for the transaction of business and the exercise of the powers
and duties of the board.

Sec. 37.13.100. COMPENSATION OF TRUSTEES. Members of the board
receive an honorarium of $250 for each meeting day if they attend the
meeting and are entitled to per diem and travel allowances as provided
by law for members of state boards and commissions.

Sec. 37.13.110. EMPLOYMENT OF PERSONNEL. The board may employ and
determine the salary of an executive director. The executive director
may, with the approval of the board, select and employ additional staff
as necessary. No employee of the corporation, 1including the executive
director, may be a member of the board. The executive director and all
other employees of the board are in the exempt service under AS 39.25.

Sec. 37.13.120. CONFLICTS OF INTEREST. (a) Members of the board
and the executive director are subject to the provisions of AS 39.50.

(b) IT a member or employee acquires, owns or controls an in—
terest, direct or indirect, 1in an entity or project in which corporation
assets are invested, he shall immediately disclose the interest to the
board. The disclosure is a matter of public record and shall be in—
cluded in the minutes of the board meeting next following the disclo—
sure.

Sec. 37.13.130, POWERS AND DUTIES. (&) The prudent-man rule
shall be applied by the board in the management and investment of per—
manent fund assets. The prudent-man rule as applied to investments of

the corporation means that in making investments the board shall exer—
cise the judgment and care under the circumstances then prevailing which

an institutional investor of ordinary prudence, discretion, and intel-
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ligence exercises in the management of large investments entrusted to it
not in regard to speculation but in regard to the permanent disposition
of funds, considering probable safety of capital as well as probable
income.

(b) The corporation assets shall only be used for income-producing
investments.

(c) The board shall maintain a reasonable diversification among
corporation investments unless under the circumstances it is clearly
prudent not to do so.

(d) The board shall submit long-range and quarterly investment
reports to the Legislative Budget and Audit Committee.

(e) The corporation may not borrow funds or guarantee from princi-
pal of the fund the obligations of others.

(f) The board may enter into and enforce all contracts necessary,
convenient or desirable for purposes of the corporation.

(@ Subject to the limitations in (h) and (i) of this section, the
board may invest corporation assets in

(1) obligations of, or obligations insured by or guaranteed
by, the United States or agencies or instrumentalities of the United
States;

(2) obligations secured by reserves paid in by the United
States or agencies or instrumentalities of the United States or obliga-
tions of corporations in which the United States is a shareholder or
member;

(3) certificates of deposit issued by United States don.estic
banks which are members of the Federal Deposit Insurance Corporation and |

which are secured as to the payment of principal and interest in accor-
dance with Alaska law and for which a generally recognized secondary
market exists;
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(4) corporate debt securities which are rated AA or better by
a nationally recognized rating service;

(5) short-term corporate promissory notes of the highest
rating assigned by a nationally recognized rating service;

(6) bankers® acceptances drawn on and accepted by United
States banks each of which have a combined capital and surplus aggrega—
ting at least $200,000,000;

(7) repurchase agreements, the securities underlying the
agreements being any of the items in (1) - (5) of this subsection;

(8) the guaranteed portion of Federal Small Business Admini—
stration loans;

(9) the portion of first lien real estate mortgages guaran—
teed by the Federal Veterans Administration;

(10) the portions of business and industrial loans made under
the Rural Development Act of 1972 which are guaranteed by the Farmer®s
Home Administration;

(11) the guaranteed portion of Farmer®s Home Administration
loans.

(h)  Investments under (g)(4) of this section may not exceed 25 per
cent of the total investments of the fund. Investments under (g)(8) -
(11) of this section may not exceed in the aggregate 25 per cent of the
total investments of the fund.

(i) No portion of the assets of the fund may be used for the pur—
chase of bonds of a corporation, upon which any regular interest payment
has been defaulted within five years before purchase, except bonds never
in default but which have been outstanding for less than five years.

() The board shall establish and from time to time as necessary
modify guidelines for the investment of the assets of the corporation.
Before adoption of any guidelines the guidelines shall be reported to
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the Legislative Budget and Audit Committee for review and comment.

(Ic) The board may invest corporation assets in in-state invest—

ments if the in-state investments

(1) have a risk level and expected yield comparable to
alternate investment opportunities; and

(2) are included in the list of permissible investments 1in
(g) of this section.

Sec. 37.13.140. GAINS AND LOSSES. At the end of each fiscal year,
the total amount of losses on the sales of securities, not offset by
gains on the sales of securities ddring that year, shall be computed,
with a portion of these losses to be deducted each fiscal year from the
income and the resulting amount of income added to the principal of the
fund. Losses taken on the sales of securities shall be accumulated over
a period equal to the average remaining life of the securities sold,
unless these losses are offset by gains on future sales of securities.
In any fiscal year in which the gains on the sales of securities exceed
the losses on the sales of securities, the excess shall be added to the
principal of the fund.

Sec. 37.13.150. INCOME. The interest received in a year 1is the
income of the corporation for that year. The income available for
disbursement shall be determined on an averaging basis. For the first
five years, income will be the simple averaging of the annual current
return at cost. Subsequently, there will be a moving average current
return, 1in which the Jlatest fiscal year will replace theoldest year.
The 1income available for disbursement will be the lesser of the latest
fiscal year®s income, or the average annual current income for the past
five fiscal years of the fund at cost, andafter adjustment for capital

losses charged to that fiscal year.

Sec. 37.13.160. BOARD BUDGET. The board"s operating budget is
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from the general fund and is subject to the Executive Budget Act (AS
37.07).

Sec. 37.13.170. AUDITS. The Legislative Budget and Audit Commit—
tee shall provide for an annual post audit and annual operational and
performance evaluations of the corporation®s investments and investment
programs.

Sec. 37.13.180. REPORTS AND PUBLICATIONS. No later than Septem—
ber 30 of each year, the board shall publish areport of the corporation
for distribution to the governor, legislature, and the public. The
report s Zall be written in easily understandable language. The report
must incxude financial statements audited by independent outside audi —
tors, a statement of the amount of money received by the permanent fund
from each investment during the period covered, a statement of corpora—
tion investments including an appraisal at market value, a description
of corporation investment activity during the period covered by the
report, a comparison of the corporation performance with the intended
goals contained in AS 37.13.020, an examination of the impact of the
investment criteria of this chapter on the corporation portfolio with
recommendations of any needed changes and any other information the
board believes would be of interest to the governor, the legislature,
and the public. The annual income statement and balance sheet of the
corporation shall be published in at least one newspaper 1in each judi—
cial district. The income statement and balance sheet for the two
fiscal years preceding the publication of the election pamphlet under
AS 15.57 shall be included in that pamphlet. The board may also publish
other reports it considers desirable to carry out its purpose.

Sec. 37.13.190. TAX EXEMPTION. The corporation is exempt from all
taxes and assessments in the state. All security instruments 1issued by
the corporation, their transfer, and their income are exempt from all
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*

funds

estab

taxes and assessments 1in the state.

Sec. 37.13.200. POLITICAL ACTIVITIES. The resources of the cor—
poration may not be used to finance or influence any political activi—
ties .

Sec. 37.13.210. PUBLIC ACCESS TO INFORMATION. Information in the
possession of the corporation is a public record, except that infor—
mation which discloses the particulars of the business or affairs of a
private enterprise or investor is confidential and is not a public
record. Confidential information may be disclosed only for the purposes
of an official lav; enforcement investigation or when its production 1is
required in a court proceeding. These restrictions do not prohibit the
publication of statistics presented in a manner that prevents the iden—
tification of particular reports, items, persons, or enterprises.

Sec. 37.13.220. DEFINITIONS. In this chapter,

(1) "board"™ means the Board of Trustees of the Alaska Per—
manent Fund Corporation;
(2) "corporation™ means the Alaska Permanent Fund Corpora—
tion.
Sec. 6. AS 39.25.110 is amended by adding a new paragraph to read:
(22) members of the board of trustees, the executive director,
and staff of the Alaska Permanent Fund Corporation.

Sec. 7. AS 39.50.200(9) 1is amended by adding a new subparagraph to

(QQ) Board of Trustees and executive director of the
Alaska Permanent Fund Corporation.
Sec. 8. TRANSITION. The commissioner of revenue shall transfer all

of the Alaska permanent fund to the Alaska Permanent Fund Corporation

lished by this Act after request for transfer is made by the board of

trustees of the corporation.
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* Sec. 9. AS 37.10.065(c) 1is repealed.

* Sec. 10. AS 37.10.065(a) and (b) are repealed.

* Sec. 11. Section 10 of this Act takes effect upon transfer of the funds !
lof the Alaska permanent fund to the Alaska Permanent Fund Corporation as
:provided in sec. 8 of this Act. The remainder of this Act takes effect

July 1, 1979.



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE FCCSSB 161

BRIt No. FREE CONFERBNCE CS FOR SENATE BILL ND. 161

Tite "An Act relatl_rgi 1 tre Alaska permerent fud; t© nonreneneble resource revaLes;
i to legislative oersigit; ad providing tor an pae Aoril 1, 1980

effective date. i

Requested by 2 FAree Cotference Comirttee an the Permerenit Fud

Il. FISCAL DETAIL
Agency Affected . Departmentt of Revenue
Program Category Affected Reverue Colllection and Manegament

BRU, Program, or Subprogram(s) Affected Trgacury- NH’E{BTEﬂt
(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 80 .FY 81 FY 82 FY 83 FY 84 FY 85

100 PERSONAL SERVICES
200 TRAVEL 3/.8 40.8 44.1 47.6 51.4
300 CONTRACTUAL .36-:0 257.0 308.1 375.9 437.9 499.2
400 COMMODITIES
500 EOUIPMENT 2.0
600 LAND & STRUCTURES
700 GRANTS. CLAIMS, I-IT

TOTAL 30.0 576.8 348.9 420.0 485.5 550.6

FUNDING  (Thousands of Dollars)

GENERAL FUND -30.0 2/or8 3#48.9 420.0 4865 50.6
FEDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS

FULL TIME -0- -0- -0- -0- -0- -0-
PART TIME
TEMPORARY

1. ANALYSIS (See Fiscal Note Preparation Instructions, Section I1I) _ L

_FY80 Cotractual for inrtial professioal services necessary o institute
sscasof the bill which is effective inmediately. o

See attaded for FY8BL bese services: ary 1o carry aut fuctios In first
full year. Bulk of cottractual for services which fluctuate with size of Permarnent
Fud. Increese in fud balance is projected at 8, 44, 33.80 ad 28/ for fiscal
years FY&2-+HY85 respectively.  Cost incresses projected at one-half  of fud balance
Increase; 3, 2%, 16.9%0 ad 14% respectively. i

Addrtional safekeeping costs de o Iy gopropriated amounts such as
the possible $800 million trasfer © te contained in C38500, will be
included In the fiscal note acoompanying that billl.

Iv. DATE April 15, 1980 PREPARED BY Anselm C. Steadk, Treasury Carptroller
AGENCY Department of Revenue/Treasury Division

Original: Legislative Finance * PHONE 4ab6-2361

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)
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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

i]SCAL -jNQTL
- EST
‘;'ﬁ%&ﬂtm‘_ N GB Al
iR gy t© Rrenddle Rsue.Bsaies

e _ Requested by. .Rep”~ Jim Duncan, Date 5/3/79

. FISCALDETAIL 7" -
Agency Affected Legislative Budget & Audlt Committee
Proaram Category Affected General Governmen

S W A R L R AN
E)@E\I%D%(antbcfmvﬂs)- s -V <« V * .

A ) K8 K& K8 &
PERSONAL. SHRVICES
TRAVEL pr
CONTRACTUAL
QOWMDITIES
EOUTRVENT

-

S23cSSS

LAND & STRUCTURES
GRANTS. QAIVB. EIC.
TOTAL

FUINDING  (rosxcsofiils)

OTHER GeaifyFUrd Sue)

FCBITIONS o 1°

FULL TIVE 0 mm
PART TINE
TEMPORARY

L ANALYSIS GeFsaNoteRgaation heiedios, Setion i)

The duties imposed upon the Budget and Audit Committee and its staff
can range anywhere from light to extensive depending upon the

extent to which the committee chooses to accomplish the oversight
responsibilities. Since the bill envisions that the Committee"s role
may be a temporary One, essentially transitional in nature, it seems
unwise to staff up in order.to cover the new responsibilities. With
this in mind, it would seem appropriate to begin the permanent fund
oversight responsibilities under the assumption that the committee and
its staff car. provide effective permanent fund oversight.within the
existing levels of its budget.

M. DATE Y/ PREPARED BY

Original: Le3|slat|ve Finance WMW 3795 - Finance

cc: Budget and Manacement
Prime Sponsor (First Legislator Named)



Original sponsors: Kelly, Hohtnan, Offered: 5/4/79

Colletta and Sackett Referred: Rules
. IN THE SENATE BY THE FINANCE COWITTEE
7 HOUSE CS KR SE\VATE BILL ND. 161
; IN THE LEGISLATURE OF THE STATE OF ALASKA
4 HEVENTH LEGISLATURE — FIRST SESSION
. A BILL
. For an Act entitled:  "An Act relating to nonreneneble resource reenes; o
/ legislative oersigit; ad providing for an effective
date.""

n
955 IT BENACTED BY THE LEGISLATURE OF THE STATE OF ALAKA:

0 * Section 1. FINDINGS.  The legislature finds thet there is a substantial
" need for oversight of the performance of those agacies of te state which
D perform leding or Investment functios since those fuctias do ot receive
B the detailled review to which other experditures of public money are subject,
naml therefore the knovledge necessary for soud legislation in this area iIs
£ ot reedily aailable. There is a rneed for legislative oersigt which will
10 provice Information an the policy ad perfomance of these agacies, the
1/e><tenttov\hid11heagencie£oonformtostalutory Inent, ad the npact of
Dﬂnirperfommmﬂeecunwaﬁﬂeslateﬁmw-

*Sec. 2, AS 2420 is areded by adding new sections to reed:

;D Sc. 24.20.15%6. PRROES. The purposes of tre Legislative Budget
a ad Audirt Comittee  include

. () monitoring ad reporting

s @ te perfomance of tre agacies of te state which
2 perform leding or Investmant fuctias,

B te extait to which tte performance of thee agen-
cies hes aoitributed t© the faisal, firacial, economic ad social
Imorovement of the state ad iIts citazas,

O the extet o which thee agacies ad theexeautive
have prepared ad coordinated dort ad lag term ecoomic, fiscal,
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investment ad financial plaming;

¢ ) holding these agacies accountable O statutory Imtent in
their performance by recomending, where goprgoriate, dages in policy
10 the agacies or dages In leggislation o the legislature;

@ amually revieving tre extat of caprtalization of tre
investment fuds of the state ad altermative investment policy for the
gereral fud sumplus ad recomending neecked  legislation.

Sc. 24.20.26. DUTIES. The Legislative Budget and Audit Camit-
tee dall

() reort o the lggislature s recomendations relating t©
the comfimation of suggested gopointees to the Board of Trustees of tre
Alaska Permernent Fund Corporation ad the Board of Trustees of the
Alaska Rereneble Resources Corporation;

¢) amually review the log-rage goerating plas of all
agacies of the state which perform leding or Investment fuctias;

® review periadic reports fram all agacies of the state
which perform lending or investment fuctions;

@ present a anplete report of Investment progrars, plas,
performance, ad policies of all agacies of the state which perform
leding or Investment functions t© tte legislature within D days after
the convening of each regullar sessian;

O present t© tre legislature within D days after the con-
vening of each regular session a review of the report of the govermor
uder AS 37.07.020(d) with recamendations for any needed legislation;

¢) iIn conjuction with the finence comittee of each house
recomend arwally to tre legislature the investmant policy for the
gereral fud sumplus ad for the Incoe fram the permanant fud;

(@ provice for an amual post adit ad amual goeratioal
ad performance evaluation of the Alaska Permerent Fund Corporation in-
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vestments ad investmant prograns.

Sc. 24.20.20. REIORS. The Legislative Budget ad Audit Comit-
tee duall keep a complete file of all reports preseted t© it ad all
reports presented by it to the legislature or t© a legislative comit-
=

*Sc. 3. AS 24.20.201(@) 1s areded by adding new paragraas to reed:
¢ ) bhold public hearings on the confimation of the menbers
of the Board of Trustees of the Alaska Permanent Fund Corporation, ad
the merbers of the Board of Trustees of the Alaska Reneneble Resources
Corporation
O meke recomedations conceming the structure ad operat-
m practices of all agaxcies of tre state which perform lending or
investment fuctios?
Qo) eter 1Mo ad etforce all cotracts necessary or desira-
ble for the fuctios of the comittee.
*Sc. 4. AS 37.07.020 1s arended by adding a new subsection t© reed:

(@) Tre govermor sall anally, before the covening of the
legislature, report to the legislature through the Legislative Budget
ad Audirt Comittee the log-rage fiscal and economic consequences of

() alttmate leels of ceprtalization of the Investmant
fus of the state? ad
¢) altermative investment policy for the gereral fud sur-
plus.
*Sc. 5. AS 37 is arended by adding a new depter o reed:
CHAPTER 13. ALASKA PERVANENT RUND.

Sc. 37.13.010. ALASKA PERVANENT AND. @ Under art IX, sc. 15
of the state costitution, there Is established as a separate fud the
Alaska permarnent fud. The Alaska permanent fud consists of

@D 9 per ot of mineral lease bouses remaining after
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deduction of any amounts allocated
@ 1t tre Alaska Native Fud uder the Alaska Native

Clains Settlement Act ad mplenatting state legislation} ad

® InAS 37.11.020 t the Alaska rerengble resources
develgment fudj

@ 5 per cat of all mireral lease retals, royalties,
royalty sale prooeads, ad federal mireral revenue sharing paynents
received by the state fron mineral leases 1ssued on or before duly 1,
19/9;

@ 0 per cat of all mireral lease rattals, royalties,
royalty sale prooeeds, ad federal mineral revenie sharing payments
received by the state from mineral leesss issued after July 1, 19°; ad

@ ay other money gopropriated or otherwise allocated by
lav t© the Alaska permanent fud.

O Paments de the Alaska permarnent fud uder @ of this
section gall ke made o tre fud ace each moth.

© The Alaska permanent fud shall ke managed by tre Alaska
Permanent Fud Corporation established In this depter.

Sec. 37.13.020.  FINDINGS.  The peaple of the state, by constitu-
tical aredent, have required the placament of at lesst 5 per cat of
all mireral less= retals, royalties, royalty sale prooseds, ad federal
mineral revenue sharing payments ad bouses received by the state 1Into
a permanent fud. The legislature finds with respect to tre Alaska
Permanent Fund Corporation that

() the corporation should provide a means of conserving a
portion of tre state™s revenues fran mineral resources to bernefit all
gererations of Alaskans;

¢) the corporation™s goal should ke to maintain safety of
principal while maximizing total retum;
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D) the corporation shauld ke usaed as a savings device
maneged to allov the maximum use of dispossble Incore fran the corpora-
tion as needed for purposes designated by law.

Sec. 37.13.030.  ARRCEE. It 1s te purpose of this dgpter
provide a mechanisn for the manegement ad Investment of those permanant
fud ass=ts allocated to the Alaska Permanenit Fund Corporation in a
mamer consistat with the findings established In AS 37.13.020.

Sec. 37.13.040. ALASKA PERVANENT AND CCRRCRATION.  There is
established the Alaska Permanent Fund Corporation.  The corporation is a
public corporation and goverment instrurentality in the Department of
Revenue maneged by a board of trustees but hes a legal existence 1nde-
pendent of ad separate fram the state. The purpose of the board iIs O
manege ad Invest the assets of the corporation In accordance with this
dgpter.

Sc. 37.13.060. COVRCSITION OF BOD OF TRISTEES. @ The Board
of Trustees of the Alaska Permananit Fund Corporation cosists of five
merbers gopointed by the govermor ad confirmed by a mgjority of the
menbers of the legislature In joint session.

() The board dall anually elect a daimen fran anog 16
members.

Sec. 37.13.080. TEHRM OF OFFICE.  The menbers of the board dall e
gopointed for tems of three years, ad they may e reggpointed subject
10 reconfirmation by a mjority of the merbers of tre legislature, In
joint session. Terms gall ke staggered.  Inttial tems dall be two
marbers serving for ae year, ™o marbers serving for o years, ad ae
merber serving for three years.

Sec. 37.13.0/0. REVOVAL AND VACANCIES. @ The govermor may
ramove a mener of the board fraon office by ad with the consat of a
mpjority of the marbers of the legislature In joint session. A removal

-5- HCSSB 161



by the govermor dall be In writing ad state the reason for remval.
IT tre leggislature iIs ot In session, the govermor may susperd a mener
of the board. Upon suspasion, a vacancy Is not created but the board
mamber may not participate In board business ad may not ke counted for
purposes of establishing a quorun.  The joint session shall ke held
within 30 days fran tre date of removal If the reroval ooaurs while the
legislature i1s iIn session or within 3 days of convening of the legis-
lature If the legislature is ot In = "Lon.  IF the legislature refuses
O consent o his reroval, the board marber dall be reinstated to his
position.

© A vaecaxcy a the board dall ke pronptly filled by gopointment
by the govermor ad confimeation by a majority of the menbers of the
legislature In joint session, ad an gopointee t© fill a vacancy dall
holu office for the balace of the term for which his predecessor an tre
board wes gopointed. I a vacancy arises an the board while the legis-
lature Is ot In s=ssion,  the govermor may gpoint an interim board
manber wo dall exarcise all povers of a permanent board merber untall
such timre as tre legislature In joint session fails to confim te
gopointment of the interim board marter.

© Avecacy ontre board does not inpair the autihorityof a
quorun of the board toexercise all the povars ad perform all the
duties of the board.

Sec. 37.13.080. QUALIFICATIONS OFBOARD OF TRSTEES. @ No
individual may be gopointed to the board who hes not ke, a resident of
the state for at lesst three years.

® No menber ofthe board may holdany other state or federal
office, posrtion or employmat, erther elective or gyointive, exoept as
a menber of the armed foroes of the Uniited States or of this state.

© At lesst three menbers of the board sall have recognized
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carpetence ad wide eqoerience In finance, Investments, or other busi-
ness manegement-related field.

Sec. 37.13.000. QURWM. Three menbers of the board constitute a
quorun for the transaction of business ad tre exarcise of the poners
ad duties of the board.

Sec. 37.13.100. QOVPENSATION OF TRSTEES.  Manbers of the board
receive an honorariun of 50 for each mesting cay If they atted the
meeting ad are entitled to per dien ad trael allonances as provided
by lav for marbers of state boards ad comissions.

Sec. 37.13.110. BVWPLOWENT OF PERON\HL.  The board may employ ad
determire tre salary of an executive director. The executive director
may, with the gogoroval of the board, select ad employ additioal staff
& necessary.  No employee of tte corporation, including tre executive
director, may ke a marber of tte board. The executive director ad all
other employess of the board a’e In the exapt service udker AS 0.5

Sc. 37.13.120. CONFALICTS OF INTEREST. @ Menbers of the board
ad tre eoutive director are slbject t© the provisios of AS 3.50.

() If a merber or emloyee acquires, ons or aontrols an I~
terest, direct or indirect, In an entity or project in which corporation
as=ts are invested, he dall imediately disclose tre Interest t© te
board. The disclosure is a matter of public record ad dall e In-
cluded In the minutes of the board meeting next folloving the disclo-
ure.

Sec. 37.13.130. FOMRS AD DUTIES. @ The prudent-men rule
dall ke gplied by the board In the manegementt ad Investment of per-
manent fud assets.  The prudent—men rule as gplied t© Investments of
the corporation means that In meking investments the board dall exer-
cie tre judgrent ad care uder the ciranstances then prevailing which
an insttutioal Investor of ordinary prudence, discretion, ad intel-
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ligence exarcisss In the management of large Investments entrusted to It
not N regard to speculation but In regard © the permanant disposition
of fuds, considering praoeble safety of cpital as well as praoeble
Incore.
® The corporation assets sall only be usad for Income-producing
Investments.
© The board dall maintain a reasoneble diversification amg
corporation investmets unless uder tre ciraunstances 1t is clearly
prudent not to do .
@ The board dall suonit log-rage ad quarterly investment
rgports o tre Legislative Budget and Audirt Comittee.
©® The corporation may not borrov fuds or guarantee fran princi-
pal of trhe fud the dobligations of others.
(M The board may etter InMto ad enforce all contracts necessary,
convenient or desirable for purposes of the corporation.
@ 3Qbject o tre limitatios In () ad @) of this sction, te
board may Invest corporation assets In
() doligatios of, or doligations Insured by or guaranteed
by, the United States ar agacies or instrurentalities of the United
Statesi
@ dligations seoured by resenes paid In by the United
States or agacies or Instrurattalities of the United States or doliga-
tias of corporatlos In which the United States is a shardolder or
merber £
@ axtficates of dgposit 1ssued by United States davestic
banks which are menbers of the Federal Deposit Insurance Corporation ad
which are seaured as t© the payment of principal ad interest In acocor-
dance with Alaska lav ad for which a gererally recognized secodary
market existsi
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@ oomorate deot seaurities which are rated AA or better by
a nationally recognized rating service;

O dort-term corporate pranissory notes of the highest
rating assiged by a nationally recognized rating service;

¢) bakers" aocogptances dramn an ad acoepted by Unirted
States baks each of which have a carbined cprtal ad surplus aggrega—
ting at least $00 H00 Ho0;

() repurdese ggreaatts, the seaurtties uderlying tre
agreements being any of tre 1tes In () - G of this subsection;

¢) tre guaramteed portion of Federal Sall Business Adnini-
stration loas;

¢) the portion of first lien real estate mortgeges guaran-
tead by the Federal \eterans Adninistration;

(o) the portios of business adindustrial loas mede uder
the Rural Develgoent Act  of 1972 whichare guaranteed bythe Farmer®s
Home Adninistration;

QD) the guarantead portion of Farmer™s Hare Adninistration
loas.

O Inestments uder (@@ of this section may ot exceed 5 per
oent of tre total Investments of the fud.  Investments uder (@G ) -
(D) of this section ey ot exceed In the aggregate 5 per ot of te
total inestrents of tre fud.

(@) No portion of the assets of tre fud may be used for the pur-
dese of bods of a corporation, uoon which any regular interest payment
hes been defaulted within five years before purdese, exogpt bods mever
in default but which have been autstanding for less then five years.

(@) The board dall establish adfran tine O tineas necessary
modify quicelines for the  Investmant of e  assets of theoorporation.
Before adoption of any guidelines the guidelines dall be reported O
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the Legislative Budget ad Audit Comirttee for review and coment.

& The board may Invest corporation assets In iInstate Invest-

ments It tre Instate Investments

() hawe a risk leel ad eqected yield comparable t©
altermate Investment goportunities; ad

¢) are includd In the list of permissible Investments In
@ of this section. Y}

Sec. 37.13.140. CGAINS AND LOSSES. At the ed of each fiscal year,
te total amoutt of losses on the sales of seaurtties, ot offset oy
cains an the sales of seaurities during thet year, dall be comuted,
with a portion of these losses o ke deducted each fiscal year from the
incare ad the resulting amoutt of Incare added to the principal of the
fud. Losses taken on the sales of seaurities Sall e acocunulated oer
a periad equal to the average remaining life of the seaurities sold,
unlless these losses are offset by gains on future sales of seaurities.
In ay fiscal year In which the cains on tre sales of seaurities exceed
the losses n tte sales of seaurities, the exoess dall ke added ©© the
principal of the fud.

Sec. 37.13,150. INOME. The interest received In a year iIs te
incore of the corporation for that year. The 1Incore available for
disbursament dall be determined on an averaging lbesis. For the farst
e yaars, 1naore will be the sinple averaging of tre amual aurrent
retum at aost.  Suosequently, there will ke a moving average aurrent
retum, Inwhich the latest fiscal year wvill replace tteoldest year.
The incare available for disbursarent will ke the lessarof  the latest
fisal year's 1more, or the aerage anual cunrent incoe for the pest
e fiscal years of tre fud at asst, ad after adjustment for capital
loss=s darged to that fiscal year.

Sc. 37.13.160. BOARD BDCGET.  The board™s gperating budget s
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fran the gereral fud ad Is subject © the Becutive Budget Act (8S
37.07).

Sc. 37.13.170. ADITS. The LegislativeBudget ad Audit Comirt-
tee dall provice for an arnual post audit adarual goeratioal ad
performance evaluations of the corporation™s investmeats ad Investment
prograns.

Sc. 37.13.1830. RERCORTS AND RUBLICATIONS. No later then Septem-
ber 30 of each year, the board dall publish argport of the corporation
for distribution t© the goveror, legislature, ad the public. The
report sall be written iIn essily uderstandeble laguege. The rgoort
must include firencial stataments audited by independent autside audi-
tors, a statement of the amount of money received by the permarent fud
fran each Investmantt during the period covered, a statement of corpora-
ton investmats Including an gooraisal at market value, a description
of corporation Investment activity during the period covered by the
report, a aonparison of the corporation performance with the intended
gaals contaired In AS 37.13.020, an examination of the iInpect of the
Investment criteria of this dgoter an the corporation portfolio with
recamendations of any needed dages ad ay other information the
board believes would e of Interest © tre govermor, the legislature,
ad the public. The amual incoe statementt ad balance sheet of the
corporation sall be published 1N at least ae nenspgper 1IN each judi-
cial district. The Inooe statament ad balace sest for the two
fiscal years preceding the publication of the election panphlet uder
AS 15.57 gall be included in that parphlet.  The board may also publish
other reports 1t casiders desirable © carry aut Iits purpose.

Sec. 37.13.190. TAX EAPTION. The corporation is eapt fran all
taes ad assessets In te state. Al seaunity instrurents issued by
the corporation, their transfer, ad their 1Incore are exanpt fram all
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taes ad assesseits iIn te state.

Sec. 37.13.200.  POLITICAL ACTIVITIES.  The resources of the cor-
poration may not e used t© finance or Influence any political activi-
ties.

Sec. 37.13.210. PRBLIC ACCESS TO INFGRVATION.  Informattion in the
possession of the corporation s a public record, exogpt that infor-
mation which discloses the particulars of the business or affairs of a
private enterprise or investor is cotfidetial ad s not a public
record. Cotfidetial information may ke disclosed only for the purposes
of an official lav enforoarat Investigation or when Its production iIs
required in a court proceeding.  These restrictios do not prohibit the
publication of statistics presaited In a mamer that prevents tre 1den-
tification of particular rgorts, Itas, persos, o eterprises.

Sec. 37.13.220. DEFINITIONS.  In this depoter,

(O board’ meas the Board of Trustees of the Alaska Per-
menent Fund Corporation;
@ "oorporation’” means the Alaska Permanaenit Fund Corpora-
.
*Sc. 6. AS 30.5.110 i1s arended by adding a new paragreph to reed:
(¢2) menbers of the board of trustess, the exeautive director,
ad staff of the Alaska Permanent Fund Corporation.

*Sc. 7. AS 30.50.20009) 1s arended by adding a new sugparagraph o
read:

Q) Board of Trustees ad exeautive director of the

Alaska Permarnent Fud Corporation.

*Sc. s . TRANSITION. The comissioner of revene dall trasfer all
fuds of tre Alaska permanent fud to tre Alaska Permanent Fund Corporation
established by this Act after request for trasfer is mede by the board of
trustees of the corporation.
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* Sec. 9. AS 37.10.065(c) is

repealed.

* Sec. 10. AS 37.10.065(a) and (b) are repealed.

* Sec. 11. Section 10 of this Act takes effect upon transfer

of the funds

cf the Alaska permanent fund to the Alaska Permanent Fund Corporation as

provided

July 1,

in sec.

1979.

8 of this Act.

The remainder of this Act takes effect
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Y THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE.

L R_E?RUEST , _
Bill/Resolution No. CSHB 281 - "An Act Relating to Renewable Resource Revenues;
Title nnd Erovidin for an effective date." ’ .
Requested bv HOUSE PERMANENT FUND COMMITTEE Date  April 30, 1979
[I. FISCAL DETAIL
Agency Affected DEPARTMENT OF REVENUE
Program Category Affected GENERAL GOVERNMENT
BRU, Program, or Subprogram(s] Affected  PERMANENT FUND
(Note: If more than one budget component is affected, separate Tine-iiem amounts and funding for each
component in the "analysis section.)
EXPENDITURES  (Thousands of Dollars)
FY 79 FY 80 FY 81 FY 82 FY 83 FY 84
100 PERSONAL SERVICES -0- 3)8.9 318.9 368.9 368.9
700 TRAVEL 500 S 79.6 79,6 79.6
300 CONTRACTUAL 150.0 321.6 321.6 321.6 321.6
400 COMMODITIES -0- 16.0 7.0 7.0 7.0
400  F.OUIPMENT -0- 200 . ..3.0 . 2.0
600 LAND & STRUCTURES -0- 66.1 16 Ala. 66.1
700 grants, claims, itc,
TOTAL 200.0 802.2 776.2 826.2 §25.2
FUNDING  (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Fund Source)
POSITIONS
FULL TIME -0- 9 9 10 10
PART TIME
TEMPORARY

[1l.  ANALYSIS (See Fiscal Note Preparation Instructions, Section Il1)

Sec attached for cost analysis. FY80 figures represent transition costs.
Travel provides for ten (10) organizational and policy board meetings. Contractual
Br_oyldes sufficient funds for management of Permanent Fund investments by the

ivision of Treasury for the year and organ!zatinnal monies necessarg for recruit-
ment of professional staff. Treasury management costs amount to 60.0 in 11180.

IV. DATE April 30, 1979 PREPARED BY Peter A. liushrc. Deputy Commissioner
AGENCY Division of Treasury
Original: Legislative Finance PHONE 665-7.350
cc: Budget and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/78)



200 -

300 -

400 -

500 -

600 -

PERMANENT FUND CORPORATION

PERSONAL SERVICES

Director - Range 27 $3,940 $ 47,280
Secretary Il - Range 11 1,339 16,068
Comptroller - Range 24 3,401 40,812
Accountant |11l - Range 16 1,888 22,656
Investment Officer Il - Range 24 3,401 ~ 40,812
Accounting Technician 1l - Range 14 1,629 - 19,546
Account Clerk |1l - Range 10 1,254 15,048
Clerk Typist Il - Range 7 1,045 12,540
Loan Examiner |11 - Range 19 2,355 28,260
o $243,024
B} * ,-_BENEFITS. 75,945
, - $318,969
TRAVEL * 5 1---:
BOARD MEETINGS IN STATE: ' 10 MEETINGS"X'2 'DAYS
Travel/Board Members $ 8,750_
‘Travel/Director and S ta ff — 6,300
Per Diem 'm 7,2CO0
Honorarium ] 257000
FIELD/ADMINISTRATIVE TRAVEL IN. STATE: "
Travel A ,300
Per Diem- 2,400
FIELD/ADMINISTRATIVE TRAVEL-OUT OF STATE:
Travel I | : 5;920
Per Diem 2,400
CONVENTIONS/MEETINGS OUT OF STATEf
Travel 12,500
Per Diem — 4,800
$ 79,570
CONTRACTUAL
Communications . $ 49,200
Printing and Advertisements 16,500
Repairs/Maintenance 2,600
Equipment Rental - Word Processing 8,700
Equipment Rental - Computer 65.000
Safekeeping 50.000
Consulting 104,600
Other Fees and Expens's 25.000
$321,600
COMMODITIES . $ 16,000
EQUIPMENT $ 20,00j0
OFFICE SPACE .- $ 46,100
-TOTAL $802,239



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

J3S.CAIt_K.QIL

s § A CSHBZ’fle/l-/

Title Relating to Renewable Resource Revenues
Requested bv Rep. Jim Duncan Date_ 5/3/79

N. FISCAL DETAIL _ _ . .
Agency Affected . Legislative Budget & Audit Committee
Program Category Affected General Government
BRU, Program, or Subprogram(s) Affected Tp(ilslat|ve Finance Division & Legislative Audit
(Note: If more than one budqet.compqnent is affected, separate line-item amounts and funding for each
component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY 79  FYB80 FY8L  FY82 FY 83 FY 84

w
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o
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=
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o

POSITIONS

FULL TIME 0"
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section I11)

The duties imposed upon the Budget and Audit Committee and its staff
can ran%e anywhere from |I_[%ht to extensive depending upon the

extent to which the committee chooses to accomplish the oversight
responsibilities. Since the bill envisions that the Committee's role
may be a temporary one, essentially transitional in nature, it seems
unwise to staff up in order to cover the new responsibilities. With
this in mind, it would seem appropriate to begin the ?ermanent_fund
oversight responsibilities under the assumption that the committee and
its, staff can provide effective permanent fund oversight within the
existing levels of its budget.

IV. DATE V3/79 R%IEEF;V/%F%(ED BY . | Adi

egislative it- 1vp sji
Original: Legislative Finance PHONE 4|59|RRn - Audu|ts 3795 - Finance o
cc: Budget and Management

Primie Sponsor (First Legislator Named)

33-001 (Rev. 12/78)
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Introduced: 2/13/79
Referred: Finance

BY KELLY, HOHMAN, COLLETTA
IN THE SENATE AND SACKETT

SENATE BILL NO. 161 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act requiring state agencies intending to submit

grant applications to the federal government to notify

certain committees of the legislature in advance.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.05 is amended by adding a new section to read:

Sec. 37.05.315. NOTICE OF GRANT APPLICATIONS. A state agency may
not submit an application for federal financial assistance if state
participation in the federal program would require the appropriation of
money from the general fund unless the agency, 30 days before submission
of the application, notifies the finance committee of each house of the
legislature and the Legislative Budget and Audit Committee, of the
agency's intention to submit the application for federal financial
assistance. In this section, a "state agency" does not include the
University of Alaska. The provisions of this section apply only to

new programs started after the effective date of this Act.

-1- SB 161 am



Original sponsors: Kelly, Hohman,
Colletta and Sackett

IN THE SENATE BY THE FINANCE COMMITTEE
HOUSE CS FOR SENATE BILL NO. 161

IN THE LEGISLATURE OF THE STATE OF ALASKA

3
4 ELEVENTH LEGISLATURE - FIRST SESSION
A BILL

5

For an Act entitled: "An Act relating to nonrenewable resource revenues; to
. legislative oversight; and providing for an effective

date."

G

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9
10 * Section 1. FINDINGS. The legislature finds that there is a substantial

r.ed for oversight of the performance of those agencies of the state which
(perform lending or investment functions since those functi ns do not receive
13

the detailed review to which other expenditures of public money arc subject,
13

and therefore the knowledge necessary for sound legislation in this area is

lsj‘not readily available. There is a need for legislative oversight which will
- provide information on the policy and performance of these agencies, the

7 extent to which the agencies conform to statutory intent, and the impact of
C Itheir performance on the economy and the state treasury.

19 * Sec. 2. AS 24.20 is amended by adding new sections to read:

a Sec. 24.20.156. PURPOSES. The purposes of the Legislative Budget
h and Audit Committee include

n (1) monitoring and reporting

”s (A) the performance of the agencies of the state which
. perform lending or investment functions,

- (B) the extent to which the performance of these agen-
_ cies nao contributed to the fiscal, financial, economic and social
A improvement of the state and its citizens,

;7) (C) the extent to which these agencies and theexecutive

have prepared and coordinated short and long term economic, fiscal,
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investment and financial planning;

(2) holding these agencies accountable to statutory intent dn
their performance by recommending, where appropriate, changes in policy
to the agencies or changes in legislation to the legislature;

(3) annually reviewing the extent of capitalization of the
investment funds of the state and alternative investment policy for the
general fund surplus and recommending needed legislation.

Sec. 24.20.206. DUTIES. The Legislative Budget and Audit Commit-
tee shall

(1) report to the legislature its recommendations relating to
the confirmation of suggested appointees to the Board of Trustees of the
Alaska Permanent Fund Corporation and the Board of Trustees of the
Alaska Renewable Resources Corporation;

(2) annually review the long-range operating plans of al
agencies of the state which perform lending or investment functions;

(3) review periodic reports from all agencies of the state
which perform Ilending or investment functions;

(4) present a complete report of investment programs, plans,
performance, and policies of all agencies of the state which perform
lending or investment functions to the legislature within 30 days after
the convening of each regular session;

(5) present to the legislature within 30 days after the con-
vening of each regular session a review of the report: of the governor
under AS 37.07.020(d) with recommendations for any needed legislation;

(6) ii conjunction with the finance committee of each house
recommend annually to the legislature the investment policy for the

general fund surplus and for the income from the permanent fund;
(7) provide for an annual post audit and annual operational
and performance evaluation of the Alaska Permanent Fund Corporation in-
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vestments and investment programs.

Sec. 24.20.2009. RECORDS. The Legislative Budget and Audit Commit-

tee shall keep a complete file of all reports presented to it and all

reports presented by it to the legislature or to a legislative commit-

tee.

Sec. 3. AS 24.20.201(a) is amended by adding new paragraphs to read:
(8) hold public hearings on the confirmation of the members

of the Board of Trustees of the Alaska Permanent Fund Corporation, and

the members of the Board of Trustees of the Alaska Renewable Resources

Corporation;

(9) make recommendations concerning the structure and operat-

ing practices of all agencies of the state which perform Ilending or
investment functions;
(10) enter into and enforce all contracts necessary
ble for the functions of the committee.
Sec. 4. AS 37.07.020 is amended by adding a new subsection to read:
(d) The governor shall annually, before the convening of the
legislature, report to the legislature through the Legislative Budget
and Audit Committee the long-range fiscal and economic consequences of
ri) alternate levels of capitalization of the investment
funds of the state; and
(2) alternative investment policy for the general
plus .
Sec. 5. AS 37 is amended by adding a new chapter to read:
CHAPTER 13. ALASKA PERMANENT FUND.
Sec. 37.13.010. ALASKA PERMANENT FUND. (a) Under art 11X, sec.
of the state constitution, there is established as a separate fund the

Alaska permanent fund. The Alaska permanent: fund consists of

(1) 50 per cent of mineral lease bonuses remaining after
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deduction of any amounts allocated
(A) to the Alaska Native Fund under the Alaska Native
Claims Settlement Act and implementing state legislation; and
(B) in AS 37.11.020 to the Alaska renewable resources
development fund;

(2) 25 per cent of all mineral lease rentals, royalties,
royalty sale proceeds, and federal mineral revenue sharing payments
received by the state from mineral leases issued on or before July 1,
1979:

(3) 50 per cent of all mineral lease rentals, royalties,
royalty sale proceeds, and federal mineral revenue sharing payments
received by the state from mineral leases issued after July 1, 1979; and

(4) any other money appropriated or otherwise allocated by
law to the Alaska permanent fund.

(b) Payments due the Alaska permanent fund under (a) of this
section shall be made to the fund once each month.

(c) The Alaska permanent fund shall be managed by the Alaska
Permanent Fund Corporation established in this chapter.

Sec. 37.13.020. FINDINGS. The people of the state, by constitu-
tional amendment, have required the placement of at least 25 per cent of
all mineral lease rentals, royalties, royalty sale proceeds, and federal
mineral revenue sharing payments and bonuses received by the state into
a permanent fund. The legislature finds with respect to the Alaska
Permanent Fund Corporation that

(1) the corporation should provide a means of conserving a
portion of the state's revenues from mineral resources to benefit all
generations of Alaskans;

(2) the corporation's goal should be to maintain safety of
principal while maximizing total return;
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(3) the corporation should be used as a savings device
managed to allow the maximum use of disposable income from the corpora-
tion as needed for purposes designated by law.

Sec. 37.13.030. PURPOSE. It is the purpose of this chapter to
provide a mechanism for the management and investment of those permanent
fund assets allocated to the Alaska Permanent Fund Corporation in a
manner consistent with the findings established in AS 37.13.020.

Sec. 37.13.040. ALASKA PERMANENT FUND CORPORATION. There is
established the Alaska Permanent Fund Corporation, The corporation is a
public corporation and government instrumentality in the Department of
Revenue managed by a board of trustees but has a legal existence inde-
pendent of and separate from the state. The purpose of the board is to
manage and invest the assets of the corporation in accordance with this
chapter.

Sec. 37.13.050. COMPOSITION OF BOARD OF TRUSTEES. (a) The Board
of Trustees of the Alaska Permanent Fund Corporation consists of five
members appointed by the governor and confirmed by a majority of the
members of the legislature in joint session.

(b) The board shall annually elect a chairman from among its
members.

Sec. 37.13.060. TERM OF OFFICE. The members of the board shall be
appointed for terms of three years, and they may be reappointed subject
to reconfirmation by a majority of the members of the legislature in
joint session. Terms shall be staggered. Initial terms shall be two
members serving for one year, two members serving for two years, and one ;
member serving for three years. |

Sec. 37.13.070. REMOVAL AND VACANCIES. (a) The governor may
remove a member of the board from office by and with the consent of a

majority of the members of the legislature in joint session. A removal |
.
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by the governor shall be in writing and state the reason for removal.
If the legislature is not in session, the governor may suspend a member
of the board. Upon suspension, a vacancy is not created but the board
member may not participate in board business and may not be counted for
purposes of establishing a quorum. The joint session shall be held
within 30 days from the date of removal if the removal occurs while the

legislature is in session or within 30 days of convening of the legis-

lature if the legislature is not in session. lc he legislature refuses
to consent to his removal, the board member shall be reinstated to his
position.

(b) A vacancy on the board shall be promptly filled by appointment
by the governor and confirmation by a majority of the members of the
legislature in joint session, and an appointee to fill a vacancy shall
hold office for the balance of the term for which his predecessor on the
board was appointed. If a vacancy arises on the board while the legis-
lature is not in session, the governor may appoint an interim board
member who shall exercise all powers of a permanent board member until
such time as the legislature in joint session fails to confirm the
appointment of the interim board member.

(c) A vacancy on the board docs not impair the authority of a
quorum of the board to exercise all the powers and perform all the
duties of the board.

Sec. 37.13.080. QUALIFICATIONS OF BOARD OF TRUSTEES. (a) No
individual may be appointed to the board who has not been a resident of
the state for at least three years.

(b) ‘Jo member of the board may hold any other state or federal
office, position or employment, either elective or appointive, except as

a member of the armed forces of the United States or of this state.

(c) At least three members of the board shall have recognized
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competence and wide experience in finance, investments, or other busi-
ness management-related field.
Sec. 37.13.090. QUORUM. Three members of the board constitute a

quorum for the transaction of business and the exercise of the powers

and duties of the board.

Sec. 37.13.100. COMPENSATION OF TRUSTEES. Members of the board

receive an honorarium of $250 for each meeting day if they attend

the

meeting and are entitled to per v .n and travel allowances as provided

by law for members ofstate boards and commissions.

Sec. 37.13.110. EMPLOYMENT OF PERSONNEL. The board may employ
determine the salary of an executive director. The executive director
may, with the approval of the board, select and employ additional staff
as necessary. No employee of the corporation, including the executive
director, may be a member of the board. The executive director and all
other employees of the board are in the exempt service under AS 39.25.

Sec. 37.13.120. CONFLICTS OF INTEREST. (a) Members of the board

and the executive director are subject to the provisions of AS 39.50.

(b) If a memberor employee acquires, owns or controlsan
terest, direct or indirect, in an entity or project in whichcorporation
assets are invested, he shall immediately disclose the interest to the
board. The disclosure is a matter of public record and shall be in-

cluded in the minutes of the board meeting next following the disclo-

sure.
Sec. 37.13.130. POWERS AND DUTIES. (a) The prudent-man rule
shall be applied by the board in the management and investment of per-
manent fund assets. The prudent-man rule as applied to investments of
the corporation means that in making investments the board shall exer-

cise the judgment and care under the circumstances then prevailing which

an institutional investor of ordinary prudence, discretion, and intel-
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ligence exercises in the management of large investments entrusted to it

not in regard to speculation but in regard to the permanent disposition

of funds, considering probable safety of capital as well as probable
income.
(b) The corporation assets shall only be used for income-producing

investments.

(c) The board sha?l maintain a reasonable diversification among
corporation investments unless under the circumstances it is clearly
prudent not to do so.

(d) The board shall submit long-range and quarterly investment
reports to the Legislative Budget and Audit Committee.

(e) The corporation may not borrow funds or guarantee from princi-
pal of the fund the obligations of others.

(f) The board may enter into and enforce all contracts necessary,
convenient or desirable for purposes of the corporation.

(g9) Subject to the Ilimitations in (h) and (i) of this section, the
board may invest corporation assets in

(1) obligations of, or obligations insured by or guaranteed
by, the United States or agencies or instrumentalities of the United
States;

(2) obligations secured by reserves paid in by the United
States or agencies or instrumentalities of the United States or obliga-
tions of corporations in which the United States is a shareholder or
member;

(3) certificates of deposit issued by United States domestic
banks which are members of the Federal Deposit Insurance Corporation and

which are secured as to the payment of principal and interest in accor-
dance with Alaska law and for which a generally recognized secondary

market exists;
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(4) corporate debt securities which are rated AA or better by
a nationally recognized rating service;

(5) short-term corporate promissory notes of the highest
rating assigned by a nationally recognized rating service;

(6) bankers' acceptances drawn on and accepted by United
States banks each of which have a combined capital and surplus aggrega-
ting at least $200,000,000;

(7) repurchase agreements, the securities underlying the
agreements being any of the items in (1) - (5) of this subsection;

(8) the guaranteed portion of Federal Small Business Admini-
stration loans;

(9) the portion of first lien real estate mortgages guaran-
teed by the Federal Veterans Administration;

(10) the portions of business andindustrial loans made under
the Rural Development Act of 1972 which are guaranteed by the Farmer's
Home Administration;

(11) the guaranteed portion of Farmer's Home Administration
loans.

(h) Investments und'.r (g)(4) of this section may not exceed 25 per
cent of the total investments of the fund. Investments under (g)(8) -
(11) of this section may not exceed in the aggregate 25 per cent of the
total investments of the fund.

(i) Wo portion of the assets of the fund may be used for the pur-
chase of bonds of a corporation, \ipon which any regular interest payment
has been defaulted within five years before purchase, except bonds never

in default but which have been outstanding for less than five years.

(1) The board shall establish and from time to time as necessary
modify guidelines for the investment of the assets of the corporation.
Before adoption of any guidelines the guidelines shall be reported to
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the Legislative Budget and Audit Committee for review and comment.

(lc) The board may invest corporation assets in in-state invest-

ments if the in-state investments

(1) have a risk level and expected yield comparable to
alternate investment opportunities; and

(2) are included in the list of permissible investments in
(g) of this section.

Sec. 37.13.140. GAINS AND LOSSES. At the end of each fiscal year,
the total amount of losses on the sales of securities, not offset by
gains on the sales of securities during that year, shall be computed,
with a portion of these losses to be deducted each fiscal year from the

income and the resulting amount of income added to the principal of the

fund. Losses taken on the sales of securities shall be accumulated over

a period equal to the average remaining life of the securities sold,

unless these losses are offset by gains on future sales of securities.
In any fiscal year in which the gains on the sales of securities exceed
the losses on the sales of securities, the excess shall be added to the

principal of the fund.

Sec. 37.13.150. INCOME. The interest received in a year is the
income of the corporation for that year. The income available for
disbursement shall be determined on an averaging basis. For the first
five years, income will be the simple averaging of the annual current
return at cost. Subsequently, there will be a moving average current
return, in which ulie latest fiscal year will replace the oldestyear.
The income available for disbursement willbe the lesser of the latest

fiscal year's income, or the average annual current income for the past

five fiscal years of the fund at cost, andafter adjustment for capital
losses charged to that fiscal year.

Sec. 37.13.160. BOARD BUDGET. The board's operating budget is
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from the general fund and is subject to the Executive Budget Act (AS

37.07).

Sec. 37.13.170. AUDITS. The Legislative Budget and Audit Commit-
tee shall provide for an annual post audit and annual operational and

performance evaluations of the corporation's investments and investment

programs.

Sec. 37.13.180. REPORTS AND PUBLICATIONS. No later than Septem-

ber 30 of each year, the board shall publish areport of the corporation
for distribution to the governor, legislature, and the public. The
report shall be written in easily understandable language. The report

must include financial statements audited by independent outside audi-
tors, a statement of the amount of money received by the permanent fund
from each investment during the period covered, a statement of corpora-
tion investments including an appraisal at market value, a description
of corporation investment activity during the period covered by the
report, a comparison of the corporation performance with the intended
goals contained in AS 37.13.020, an examination of the impact of the
investment criteria of this chapter on the corporation portfolio with
recommendations of any needed changes and any other information the

board believes would be of interest to the governor, the legislature,

and the public. The annual income statement and balance sheet of the
corporation shall be published in at least one newspaper in each judi-
cial district. The income statement and balance sheet for the two

fiscal years preceding the publication of the election pamphlet under
AS 15.57 shall be included in that pamphlet. The board may also publish
other reports it considers desirable to carry out its purpose.

Sec. 37.13.190. TAX EXEMPTION. The corporation is exempt from all!

|
taxes and assessments in the state. All security instruments issued by

the corporation, their transfer, and their income are exempt from all
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taxes and assessments in the state.

Sec. 37.13.200. POLITICAL ACTIVITIES. The resources of the cor-
poration may not be used to finance or influence any political activi-
ties

Sec. 37.13.210. PUBLIC ACCESS TO INFORMATION. Information in the
possession of the corporation is a public record, except that infor-
mation which discloses the particulars of the business or affairs of a

private enterprise or investor is confidential and is not a public

record. Confidential information may be disclosed only for the purposes
of an official lav; enforcement investigation or when its production is
required in a court proceeding. These restrictions do not prohibit the

publication of statistics presented in a manner that prevents the iden-

tification of particular reports, items, persons, or enterprises.
Sec. 37.13.220. DEFINITIONS. In this chapter,
(1) "board" means the Board of Trustees of the Alaska Per-

manent Fund Corporation;
(2) "corporation" means the Alaska Permanent Fund Corpora-
tion.
* Sec. 6. AS 39.25.110 is amended by adding a new paragraph to read;
(22) members of the board of trustees, the executive director,
and staff of the Alaska Permanent Fund Corporation.

* Sec. 7. AS 39.50.200(9) is amended by adding a new subparagraph to

read:
(QQ) Board of Trustees and executive director of the
Alaska Permanent Fund Corporation.
* Sec. 8. TRANSITION. The commissioner of revenue shall transfer all

funds of the Alaska permanent fund to the Alaska Permanent Fund Corporation

jestnblished by this. Act after request for transfer is made by the board of
jjtrustees of the corporation.
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Introduced: 2/13/79
Referred: Finance

BY KELLY, HOHMAN, COLLETTA
IN THE SENATE AND SACKETT

SENATE BILL NO. 161 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act requiring state agencies intending to submit

grant applications to the federal government to notify

certain committees of the legislature in advance.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.05 is amended by adding a new section to read:

Sec. 37.05.315. NOTICE OF GRANT APPLICATIONS. A state agency may
not submit an application for federal financial assistance if state
participation in the federal program would require the appropriation of
money from the general fund unless the agency, 30 days before submission
of the application, notifies the finance committee of each house of the
legislature and the Legislative Budget and Audit Committee, of the
agency's intention to submit the application for federal financial
as istance. In this section, a "state agency" doeB not include the
University of Alaska. The provisions of this section apply only to

new programs started after the effective date of this Act.
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Original sponsor: Special Permanent Offered: 4/26/79
Fund Committee Referred: Finance

BY THE SPECIAL PERMANENT

1 IN THE HOusE FUND COMMITTEE

2 CS FOR HOUSE BILL NO. 281

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 ELEVENTH LEGISLATURE - FIRST '"ESSION

5 A BILL

6 For an Act entitled: "An Act relating to nonrenewable resource revenues; to
7 legislative oversight; and providing for an effective
8 date."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. FINDINGS. The legislature finds that there is a substantial
1 need for oversight of the performance of those agencies of the state which
12 perform lending or investment functions since those functions do not receive
13 the detailed review to which other expenditures of public money are subject,
14 and therefore the knowledge necessary for sound legislation in this area is
15 not readily available. There is a need for legislative oversight which will
16 provide information on the policy and performance of these agencies, the

17 extent to which the agencies conform to statutory intent, and the impact of
18 their performance on the economy and the state treasury.

19 * Sec. 2. AS 24.20 is amended by adding new sections to read:

Sec. 24.20.156. PURPOSES. The purposes of the Legislative Budget

2 and Audic Committee include

2 (1) monitoring and reporting

23 (A) the performance of the agencies of the state which

24 perform lending or investment functions,

25 (B) the extent to which the performance of these agen-

26 cies has contributed to the fiscal, financial, economic and social
27 improvement ol the state and its citizens,

28 (C) the extent to which these agencies and the executive
JEL have prepared and coordinated short and long term economic, fiscal,
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investment and financial planning;

(2) holding these agencies accountable to statutory intent in
their performance by recommending, where appropriate, changes in policy
to the agencies or changes in legislation to the legislature;

(3) annually reviewing the extent of capitalization of the
investment funds of the state and alternative investment policy for the
general fund surplus and recommending needed legislation.

Sec. 24.20.206. DUTIES. The Legislative Budget and Audit Commit-
tee shall

(1) report to the legislature its recommendations relating to
the confirmation of suggested appointees to the Board of Trustees of the
Alaska Permanent Fund Corporation and the Board of Trustees of the
Alaska Renewable Resources Corporation;

(2) annually review the long-range operating plans of all
agenciesof the state which perform lending or investment functions;

(3) review periodic reports from all agencies of the state
which perform lending or investment functions;

(4) present a complete report of investment programs, plans,
performance, and policies of all agencies of the state which perform
lending or investment functions to the legislature within 30 days after
the convening of each regular session;

(5) present to the legislature within 30 days after the con-
vening jfeach regular sessijn a review of the report of the governor
under AS 37.07.020(b) with recommendations for any needed legislation;

(6) in conjunction with the finance committee of each house
recommend annually to the legislature the investment policy for the
general fund surplus and for the income from the permanent fund;

(7) provide for an annual post audit and annual operational

and performance evaluation of the Alaska Permanent Fund Corporation in-
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vestments and investment programs.

Sec. 24.20.2009. RECORDS. The Legislative Budget and Audit Commit-
tee shall keep a complete file of all reports presented to it and all
reports presented by it to the legislature or to a legislative commit-
tee.

Sec. 3. AS 24.20.201(a) is amended by adding new paragraphs to read:

(8) hold public hearings on the confirmation of the members
of the Board of Trustees of the Alaska Permanent Fund Corporation, and
the members of the Board of Trustees of the Alaska Renewable Resources
Corporation;

(9) make recommendations concerning the structure and operat-
ing practices of all agencies of the state which perform lending or
investment functions;

(10) enter into and enforce all contracts necessary or
ble for the functions of the committee.

Sec. 4. AS 37.07.020 is amended by adding a new subsection to read:

(b) The governor shall annually, before the convening of the
legislature, report to the legislature through the Legislative Budget
and Audit Committee the long-range fiscal and economic consequences of

(1) alternate levels of capitalization of the investment
funds of the state; and

(2) alternative investment policy for the general fund sur-
plus .

Sec. 5. AS 37 is amended by adding a new chapter to read:
CHAPTER 13. ALASKA PERMANENT FUND.

Sec. 37.13.010. ALASKA PERMANENT FUND. (a) Under art IX, seo.
of the state constitution, there is established as a separate fund the
Alaska permanent fund. The Alaska permanent fund consists of

(1) 50 per cent of mineral lease bonuses remaining after
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deduction of any amounts allocated
(A) to the Alaska Native Fund under the Alaska Native
Claims Settlement Act and implementing state legislation; and
(B) in AS 37.11.020 to the Alaska renewable resources
development fund;

(2) 25 per cent of all mineral lease rentals, royalties,
royalty sale proceeds, and federal mineral revenue sharing payments
received by the state from mineral leases issued on or before July 1,
1979;

(3) 50 per cent of all mineral lease rentals, royalties,
royalty sale proceeds, and federal mineral revenue sharing payments
received by the state from mineral leases issued after July 1, 1979; and

(4) any other money appropriated or otherwise allocated by
law to the Alaska permanent fund.

(b) Payments due the Alaska permanent fund under (a) of this
section shall be made to the fund once each month.

(c) The Alaska permanent fund shall be managed by the Alaska
Permanent Fund Corporation established in this chapter.

Sec. 37.13.020. FINDINGS. The people of the state, by constitu-
tional amendment, have required the placement of at least 25 per cent of
ill mineral lease rentals, royalties, royalty sale proceeds, and federal
mineral revenue sharing payments and bonuses received by the state into
a permanent fund. The legislature finds with respect to the Alaska
Permanent Fund Corporation that

(1) the corporation should provide a means of conserving a
portion of the state's revenues from mineral resources to benefit all
generations of Alaskans;

(2) the corporation's goal should be to maintain safety of
principal while maximizing total return;
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(3) the corporation should be used as a savings device

managed to allow the maximum use of disposable income from the corpora-
tion as needed for purposes designated by law.

Sec. 37.13.030. PURPOSE. It is the purpose of this chapter to
provide a mechanism for the management and investment of those permanent
fund assets allocated to the Alaska Permanent Fund Corporation in a
manner consistent with the findings established in AS 37.13.020.

Sec. 37.13.040. ALASKA PERMANENT FUND CORPORATION. There is
established the Alaska Permanent Fund Corporation. The corporation is a
public corporation and government instrumentality in the Department of
Revenue managed by a board of trustees but has a legal existence inde-
pendent of and separate from the state. The purpose of the board is to
manage and invest the assets of the corporation in accordance with this
chapter.

Sec. 37.13.050. COMPOSITION OF BOARD OF TRUSTEES. (a) The Board
of Trustees of the Alaska Permanent Fund Corporation consists of five
members appointed by the governor and confirmed by a majority of the
members of the legislature in joint session.

(b) The board shall annually elect a chairman from among its
members.

Sec. 37.13.060. TERM OF OFFICE. The members of the board shall be
appointed for terms of three years, and they may be reappointed subject
to reconfirmation by a majority of the members of the legislature in
joint session. Terms shall be staggered. Initial terms shall be two
members serving for one year, two members serving for two years, and one
member serving for three years.

Sec. 37.13.070. REMOVAL AND VACANCIES. (a) The governor may
remove a member of the board from office by and with the consent of a

majority of the members of the legislature in joint session. A removal
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by the governor shall be in writing and state the reason for removal.

If the legislature is not in session, the governor may suspend a member
cf the board. Upon suspension, a vacancy is not created but the board
member may not participate in board business and may not be counted for
purposes of establishing a quorum. The joint session shall be held
within 30 days from the date of removal if the removal occurs while the
legislature is in session or within 30 days of convening of the legis-
lature ir the legislature is not in session. If the legislature refuses
to consent to his removal, the board member shall be reinstated to his
position.

(b) A vacancy on the board shall be promptly filled by appointment
by the governor and confirmation by a majority of the members of the
legislature in joint session, and an appointee to fill a vacancy shall
hold office for the balance of the term for which his predecessor on the
board was appointed. If a vacancy arises on the board while the legis-
lature is not in session, the governor may appoint an interim board
member who shall exercise all powers of a permanent board member until
such time as the legislature in joint session fails to confirm the
appointment of the interim board member.

(c) A vacancy onthe board does not impair the authority of a
quorum of the board to exercise all the powers and perform all the
duties of the board.

Sec. 37.13.080. QUALIFICATIONS OF BOARD OF TRUSTEES. (a) No
individual may be appointed to the board who has not been a resident of
the state for at least three years.

(b) No member of the board may hold any other state or federal
office, position or employmmt, either elective or appointive, except as

a member of the armed forces of the United States or of this state.

(c) At least three members of the board shall have recognized
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competence and wide experience in finance, investments, or other busi-
ness management-related field.

Sec. 37.13.090. QUORUM. Three members of the board constitute a
quorum for the transaction of business and the exercise of the powers
and duties of the board.

Sec. 37.13.100. COMPENSATION OF TRUSTEES. Members of the board
receive an honorarium of $250 for each meeting day if they attend the
meeting and are entitled to per diem and travel allowances as provided
by law for members of state boards and commissions.

Sec. 37.13.110. EMPLOYMENT OF PERSONNEL. The board may employ and
determine the salary of an executive director. The executive director
may, with the approval of the board, select and employ additional staff
as necessary. No employee of the corporation, including the executive
director, may be a member of the board. The executive director and all
other employees of the board are in the exempt service under AS 39.25.

Sec. 37.13.120. CONFLICTS OF INTEREST. (a) Members of the board
and the executive director are subject to the provisions of AS 39.50.

(b) If a member or employee acquires, owns or controls an in-
terest, direct or indirect, in an entity or project in which corporation
assets are invested, he shall immediately disclose the interest to the
board. The disclosure is a matter of public record and shall be in-
cluded in the minutes of the board meeting next following the disclo-
sure.’

Sec. 37.13.130. POWERS AND DUTIES. (a) The prudent-man rule
shall be applied by the board in the management and investment of per-
manent fund assets. The prudent-man rule as applied to investments of
the corporation means that in making investments the board shall exer-
cise the judgment and care under the circumstances then prevailing which

an institutional investor of ordinary prudence, discretion, and intel-
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ligence exercises in the management of large investments entrusted to it
not in regard to speculation but in regard to the permanent disposition
cf funds, considering probable safety of capital as well as probable
income.

(b) The corporation assets shall only be used for income-producing
investments.

(c) The board shall maintain a reasonable diversification among
ccrporation investments unless under the circumstances it is clearly
prudent not to do so.

(d) The board shall submit long-range and quarterly investment
reports to the Legislative Budget and Audit Committee.

(e) The corporation may not borrow funds or guarantee from princi-
pal of the fund the obligations of others.

(f) The board may enter into and enforce all contracts necessary,
convenient or desirable for purposes of the corporation.

(g) Subject to the limitations in (h) and (i) of this section, the
board may invest corporation assets in

(1) obligations of, or obligations insured by or guaranteed
by, the United States or agencies or instrumentalities of the United
States j

(2) obligations secured by reserves paid in by the United
States or agencies or instrumentalities of the United States or obliga-
tions of corporations in which the United States is a shareholder or
member;

(3) certificates of deposit issued by United States domestic
banks which are members of the Federa] Deposit Insurance Corporation and
which are secured as to the payment of principal and interest in accor-
dance with Alaska law and for which a generally recognized secondary

market exists?
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(4) corporate debt securities which are rated AA or better by
a nationally recognized rating service;

(5) short-term corporate promissory notes of the highest
rating assigned by a nationally recognized rating service;

(6) bankers' acceptances drawn on and accepted by United
States banks each of which have a combined capital and surplus aggrega-
ting at least $200,000,000;

(7) repurchase agreements, the securities underlying the
agreements being any of the items in (1) - (5) of this subsection;

(8) the guaranteed portion of Federal Small Business Admini-
stration loans;

9) the portion of first lien real estate mortgages guaran-
teed by the Federal Veterans Administration;

(10) the portions of business and industrial loans made under
the Rural Development Act of 1972 which are guaranteed by the Farmer's
Home Administration;

(11) the guaranteed portion of Farmer's Home Administration
loans.

(h) Investments under (g)(4) of this section may not exceed 25 per
cent of the fund's total investments. Investments under (g)(8) - (11)
of this section may not exceed in the aggregate 25 per cent of the
fund's total investments.

(i) No portion of the assets of the fund may be used in the pur-
chase of bonds of any corporation, upon which any regular interest
payment has bean defaulted within five years before purchase, except
bonds never in default but which have been outstanding for less than
five years.

@) The board shall establish and from time to time as recessary

modify guidelines for the investment of the assets of the corporation.
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Before adoption of any guidelines the guidelines shall be reported to
the Legislative Budget and Audit Committee for review and comment.

(k) Nothing in this section may be interpreted to preclude in-
state investments that have a risk level and expected yield comparable
to alternative investment opportunities.

Sec. 37.13.140. GAINS AND LOSSES. At the end of each fiscal year
the total amount of losses on the sales of securities, not offset by
gains on the sales cf£ securities during that year, shall be computed,
with a portion of these losses to be deducted each fiscal year from the
income and the resulting amount of income added to the principal of the
fund. Losses taken on the sales of securities shall be accumulated over
a period equal to the average remaining life of the securities sold,
unless these losses are offset by gains on future sales of securities.
In any fiscal year in which the gains on the sales of securities exceed
the losses on the sales of securities, the excess shall be added to the
principal of the fund.

Sec. 37.13.150. INCOME. The interest received in a year is the
income of the corporation for that year. The income available for
disbursement shall be determined on an averaging basis. For the first
five years, income will be the simple averaging of the annual current
return at cost. Subsequently, there will be a moving average current
return, in which the latest fiscal year will replace the oldest year.
The income available for disbursement will be the lesserof the latest
fiscal year's income, or the average annual current income for the past
five fiscal years of the fund at cost, and after adjustment for capital
losses charged to that fiscal year.

Sec. 37.13.160. BOARD BUDGET. The board’'s operating budget is
from the general fund and is subject to the Executive Budget Act (AS

37.07).

-10- CSHB 281



17

18

19

M

24

25

26

27

28

Sec. 37.13.170. AUDITS. The Legislative Budget and Audit Commit-
tee shall provide for an annual post audit and annual operational and
performance evaluations of the corporation's investments and investment
programs.

Sec. 37.13.180. REPORTS AND PUBLICATIONS. No later than Septem-
ber 30 of each year, the board shall publish a report of the corporation
for distribution to the governor, legislature, and the public. The
report shall be written in easily understandable language. The report
must include financial statements audited by independent outside audi-
tors, a statement of the amount of money received by the permanent fund
from each investment during the period covered, a statement of corpora-
tion investments including an appraisal at market value, a description
of corporation investment activity during the period covered by the
report, a comparison of the corporation performance with the intended
goals contained in AS 37.13.020, an examination of the impact of the
investment criteria of this chapter on the corporation portfolio with
recommendations of any needed changes and any other information the
board believes would be of interest to the governor, the legislature,
and the public. The annual income statement and balance sheet of the
corporation shall be published in at least one newspaper in each judi-
cial district. The income statement and balance sheet for the two
fiscal years preceding the publication of the election pamphlet under
AS 15.57 shall be included in that pamphlet. The board may also publish
other reports it considers desirable to carry out its purpose.

Sec. 37.13.190. TAX EXEMPTION. The corporation is exempt from all
taxes and assessments in the state. AIll security instruments issued by

the corporation, their transfer, and their income are exempt from all
taxes and assessments in the state.

Sec. 37.13.200. POLITICAL ACTIVITIES. The resources of the cor-
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poration may not be used to finance or influence any political activi-
ties .

Sec. 37.13.210. PUBLIC ACCESS TO INFORMATION. Information in the
possession of the corporation is a public record, except that infor-
mation which discloses the particulars of the business or affairs of a
private enterprise or investor is confidential and is not a public
record. Confidential information may be disclosed only for the purposes
of an official law enforcement investigation or when its production is
required in a court proceeding. These restrictions do not prohibit the
publication of statistics presented in a manner that prevents the iden-
tification of particular reports, items, persons, or enterprises.

Sec. 37.13.220. DEFINITIONS. In this chapter,

(1) "board" means the Board of Trustees of the Alaska Per-
manent Fund Corporation;
(2) "corporation” means the Alaska Permanent Fund Corpora-
tion.
* Sec. 6. AS 39.25.110 is amended by adding a new paragraph toread:
(22) members of the board of trustees, theexecutive director,
and staff of the Alaska Permanent Fund Corporation.
* Sec. 7. AS 39.50.200(9) is amended by adding a new subparagraph to
read:
(QQ) Board of Trustees and executive director of the

Alaska Permanent Fund Corporation.

* Sec. 8. TRANSITION. The commissioner of revenue shall transfer all
funds of the Alaska permanent fund to the Alaska Permanent Fund Corporation
established by this Act after request for transfer is made by the board of

trustees of the corporation.

* Sec. 9. AS 37.10.065(c) is repealed.
* Sec. 10. AS 37.10.065(a) and (b) are repealed.
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* Sec. 11. Section 10 of this Act takes effect upon transfer of the funds
of the Alaska permanent fund to the Alaska Permanent Fund Corporation as

provided in sec. 8 of this Act'. The remainder of this Act takes effect

13

14

15

July 1,

1979.
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Introduced: 2/13/79
Referred: Finance

BY KELLY, HOHMAN, COLLETTA

1 IN THE SENATE AND SACKETT

2 SENATE BILL NO. 161

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 ELEVENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act requiring state agencies intending to submit

7 grant applications to the federal government to notify
8 certain committees of the legislature in advance.”

g 3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 Section 1. AS 37.05 is amended by adding a new section to read:

1 Sec. 37.05.315. NOTICE OF GRANT APPLICATIONS. A state agency may
12 not submit an application for federal financial assistancel/if state

13 participation in the federal program would requ;re the appropriation of

c>

14 money from the general fund unless the agency, 40 days before submission
15 of the application, notifies the finance committee of each house of the
16 legislature or, if the legislature is not in session, the Legislative

17 Budget and Audit Committee, of the agency's intentionto submit the

18 application for federal financial assistance.
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100
200

300
400

500
600
700

THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

REQUEST

Bill/Resolution No. SB 161

Title

Requested bv Senate Finance Date 3/1 >7Q

FISCAL DETAIL , , . , L, .o

Agency Affected which apply for Federal Financial Assistance

Program Category Affected

BRU, Program, or Subprogram(s) Affected

(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 79 FY 80 FY 81 FY 82 FY 83 FY 84
PERSONAL SERVICES
TRAVEL

CONTRACTUAL
COMMODITIES

EOUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS. ETC.

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUN'»S

OTHER (Spe<;ifv Fund Source)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section 11l)
There is no .iscal impact associated with this proposal, beyond additional
paperwork burden.

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/78) Pv A



SB 161 incorporating Senate Finance Committee amendments

Introduced: 2/13/79
Referred: Finance

BY KELLY, HOHMAN, COLLETTA

t [IN THE SENATE AND SACKETT

2 SENATE BILL NO. 161

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 ELEVENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act requiring state agencies intending to submit

7 grant applications to the federal government to notify

8 certain committees of the legislature in advance.”

9 IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 Section 1. AS 37.05 is amended by adding anew section to read:

1n Sec. 37.05.315. NOTICE OF GRANT APPLICATIONS. A state agency may

1 not submit an application for federal financial assistance if state

13 participation in the federal program would require the appropriation of

14 money from the general fund unless the agency, -3 days before submission

15 of the application, notifies the finance committee of each house of the

16 legislature or, if the legislature is not in session,the Legislative

17 Budget and Audit Committee, of the agency's intentionto submit the

18 application for federal financial assistance. The provisions of this

19 section apply only to new programs started after the effective date of
this act.

2

2

23

24

25

26

27

28

SB 161



BY KELLY, HOHMAN, COLLETTA

I [N THE SENATE AND SACKETT

2 SENATE BILL NO. 161

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 ELEVENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 ?0r an Act entitled: "An Act requiring state agencies intending to submit
7 grant applications to the federal government to notify
8 certain committees of the legislature in advance."

g 3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 37.05 is amended by adding anew section to read:

n Sec. 37.05.315. NOTICE OF GRANT APPLICATIONS. A state agency may
12 not submit an application for federal financial assistance, if state

13 participation in the federal program would reqij*re the appropriation of
14 money from the general fund unless the agency, «*$ days before submission
15 of the application, notifies the finance committee of each house of the

16 legislature or, if the legislature is not in session, the Legislative
17 Budget and Audit Committee, of the agency's intentionto submit the

18 application for federal financial assistance.
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Introduced: 2/13/79
Referred: Finance

BY KELLY, HOHMAN, COLLETTA
AND SACKETT

LN THE SENATE

SENATE BILL NO. 161
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION

A BILL

tor an Act entitle.'* "An Act requiring state agencies intending to submit

grant applications to the federal government to notify

certain committees of the legislature in advance.”

JE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

Section 1, AS 37.05 is amended by adding a new section to read:

Sec. 37.05.315. NOTICE OF GRANT APPLICATIONS. A state agency may
not submit an application for federal financial assistance if state
participation in the federal program would require the appropriation of
money from the general fund unless the agency, 10 days before submission
of the application, notifies the finance committee of each house of the
legislature or, if the legislature is not in session,the Legislative
Budget and Aud:t Committee, of the agency's intentionto submit the

application for federal financial assistance.

SB 161
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PLEASE RETURN TO THE SECRETARY OF THE SENATE'S OFFICE

2d free CONHRENE COMMITIEE RERCRT

DATE:
Mr. President:
Mr. Speaker:
The2d FREE Conference Committee which has had

SENATE BILL NO. 161 amended (requiring state agencies
intending to submit grant applications to the federal
government to notify certain committees of the legislature
in advance) and HOUSE CS FOR SENATE BILL NO. 161 (non-
renewable resource revenues; to legislative oversight;
eff date)

under consideration, recommends that

be adopted.

Senate Members: House Members:

Senator Sackett, Chairman Representative Gardiner, Chairman
Senator Ray Representative Cotten

Senator Tillion Representative Haugen

H/S 55 (Rev. 11/78)
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PLEASE(return'TO THE SECRETARY OF THE SENATE*s OFFICE"

2d free ONFHRENE COMMTTEE REFRCRT
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Mr. President:
Mr. Speaker:
The 2d FREE Conference Committee which has had

SEHATE BILL NO. 161 amended (requiring state agencies
intending to submit grant applicat' no to the federal
government tio notify certain committees of the legislature
in advance) and HOUSJi CS FOR. SEITATE BILL 1iO. 161 (non-

renewable resource revenues; to legislative oversight;
eff date)

under consideration, recommends that

be adopted.

Senate Members: House Members:

Senator Sackett, Chain; m Representative Gardiner, Chairman
Senator Ray Representative Gotten

Senator Tillion teprebSentarivre naugcn
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Introduced: 2/13/79
Referred: Finance

BY KELLY, HOHMAN, COLLETTA
IN THE SENATE AND SACKETT

SENATE BILL NO. 161 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act requiring state agencies intending to submit

grant applications to the federal government to notify

certain committees of the legislature in advance.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.05 is amended by adding a new section to read:

Sec. 37.05.315. NOTICE OF GRANT APPLICATIONS. A state agency may
not submit an application for federal financial assistance if state
participation in the federal program would require the appropriation of
money from the general fund unless the agency, 30 days before submission
of the application, notifies the finance committee of each house of the
legislature and the Legislative Budget and Audit Committee, of the
agency's intention to submit the application for federal financial
assistance. In this section, a "state agency" does not include the
University of Alaska. The provisions of this section apply only to

new programs started after the effective date of this Act.

-1- SB 161 am
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Original sponsors: Kelly, Hohman, Offered: 5/4/79

Colletta and Sackett Referred: Rules

IN THE SENATE BY THE FINANCE COMMITTEE
HOUSE CS FOR SENATE BILL NO. 161
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to nonrenewable resource revenues; to
legislative oversight; and providing for an effective
date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. The legislature finds that there is a substantial
need for oversight of the performance of those agencies of the state which
perform lending or investment functions since those functions do not receive
the detailed review to which other expenditures of public money are subject,
and therefore the knowledge necessary for sound legislation in this area is
not readily available. There is a need for legislative oversight which will
provide information on the policy and performance of these agencies, the
extent to which the agencies conform to statutory intent, and the impact of
their performance on the economy and the state treasury.

* Sec. 2. AS 24.20 is amended by adding new sections to read:

Sec. 24.20.156. PURPOSES. The purposes of the Legislative Budget
and Audit Committee include
(1) monitoring and reporting
(A) the performance of the agencies of the state which
perform lending or investment functions,
(B) the extent to which the performance of these agen-
cies has contributed to the fiscal, financial, economic and social

improvement of the state and its citizens,
(C) the extent to which these agencies and the executive
have prepared and coordinated short and lonp term economic, fiscal,

-1- HCSSB 161



vestments and investment programs.

Sec. 24.20.2009. RECORDS. The Legislative Budget and Audit Commit-
tee shall keep a complete file of all reports presented to it and all
reports presented by it to the legislature or to a legislative commit-
tee.

Sec. 3. AS 24.20.201(a) is amended by adding new paragraphs to read:

(8) hold public hearings on the confirmation of the members
of the Board of Trustees of the Alaska Permanent Fund Corporation, and
the members of the Board of Trustees of the Alaska Renewable Resources
Corporation;

(9) make recommendations concerning the structure and operat-
ing practices of all agencies of the state which perform lending or
investment functions;

(10) enter into and enforce all contracts necessary or
ble for the functions of the committee.

Sec. 4. AS 37.07.020 is amended by adding a new subsection to read:

(d) The governor shall annually, before the convening of the
legislature, report to the legislature through the Legislative Budget
and Audit Committee the long-range fiscal and economic consequences of

(1) alternate levels of capitalization of the investment
funds of the state; and

(2) alternative investment policy for the general fund sur-
plus .

Sec. 5. AS 37 is amended by adding a new chapter to read:
CHAPTER 13. ALASKA PERMANENT FUND.

Sec. 37.13.010. ALASKA PERMANENT FUND. (a) Under art IX, sec. 15
of the state constitution, there is established as a separate fund the
Alaska permanent fund. The Alaska permanent fund consists of

(1) 50 per cent of mineral lease bonuses remaining aft r

-3- HCSSB 161
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Original sponsors: Kelly, Hohman, Offered: 5/4/79
Colletta and Sackett Referred: Rules
i IN THE SENATE BY THE FINANCE COMMITTEE
S HOUSE CS FOR SENATE BILL NO. 161
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
b A BILL
{ For an Act entitled: "An Act relating to nonrenewable resource revenues: to
/ legislative oversight; and providing for an effective
i date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
in * Section 1. FINDINGS. The legislature finds that there is a substantial

need for oversight of the performance of those agencies of the state which

. perform lending or investment functions since those functions do not receive
1>
. the detailed review to which other expenditures of public money are subject,
i<

and therefore the knowledge necessary for sound legislation in this area is

not readily available. There is a need for legislative oversight which will
1

li provide information on the policy and performance of these agencies, the

i
extent to which the agencies conform to statutory intent, and the impact of
theirperformance on the economy and the state treasury.

* Sec. 2. AS 24.20 is amended by adding new sections to read:

10

N Sec. 24.20.156. PURPOSES. The purposes of the Legislative Budget
A and Audit Committee include

" (1) monitoring and reporting

- (A) the performance of the agencies of the state which

perform lending or investment functions,
(B) the extent to which the performance of these agen-
cies has contributed to the fiscal, financial, economic and social

improvement of the state and its citizens,
(C) the extent to which these agencies and theexecutive

have prepared and coordinated short and long term economic, fiscal,

E%:ﬁé
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investment and financial planning;

(2) holding these agencies accountable to statutory intent in
their performance by recommending, where appropriate, changes in policy
to the agencies or changes in legislation to the legislaturej

(3) annually reviewing the extent of capitalization of the
investment funds of the state and alternative investment policy for the
general fund surplus and recommending needed legislation.

Sec. 24.20.206. DUTIES. The Legislative Budget and Audit Commit-
tee shall

(1) report to the legislature its recommendations relating to
the confirmation of suggested appointees to the Board of Trustees of the
Alaska Permanent Fund Corporation and the Board of Trustees of the
Alaska Renewable Resources Corporation!

(2) annually review the long-range operating plans of all
agencies of the state which perform lending or investment functions;

(3) review periodic reports from all agencies of the state
which perform lending or investment functionsj

(4) present a complete report of investment programs, plans,
performance, and policies of all agencies of the state which perform
lending or investment functions to the legislature within 30 days after
the convening of each regular sessionj

(5) present to the legislature within 30 days after the con-
vening of each regular session a review of the report of the governor
under AS 37.07.020(d) with recommendations for any needed legislation!

(6) in conjunction with the finance committee of each house
recommend annually to the legislature the investment policy for the

general fund surplus and for the income from the permanent fund!
(7) provide for an annual post audit and annual operational
and performance evaluation of the Alaska Permanent Fund Corporation in-
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vestments and investment programs.

Sec. 24.20.2009. RECORDS. The Legislative Budget and Audit Commit-
tee shall keep a complete file of all reports presented to it ard all
reports presented by it to the legislature or to a legislative commit-
tee.

Sec. 3. AS 24.20.201(a) is amended by adding new paragraphs to read:

(8) hold public hearings on the confirmation of the members
of the Board of Trustees of the Alaska Permanent Fund Corporation, and
the members of the Board of Trustees of the Alaska Renewable Resources
Corporation}

(9) make recommendations concerning the structure and operat-
ing practices of all agencies of the state which perform lending or
investment functions;

(10) enter into and enforce all contracts necessary or
ble for the functions of the committee.

Sec. 4. AS 37.07.020 is amended by adding a new subsection to read:

(d) The governor shall annually, before the convening of the
legislature, report to the legislature through the Legislative Budget
and Audit Committee the long-range fiscal and economic consequences of

(1) alternate levels of capitalization of the investment
funds of the state; and

(2) alternative investment policy for the general fund sur-
plus .

Sec. 5. AS 37 is amended by adding a new chapter to read:
CHAPTER 13. ALASKA PERMANENT FUND.
Sec. 37.13.010. ALASKA PERMANENT FUND. (a) Under art IX, sec. 15

of the state constitution, there is established as a separate fund the
Alaska permanent fund. The Alaska permanent fund consists of

(1) 50 per cent of mineral lease bonuses remaining after
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deduction of any amounts allocated
(A) to the Alaska Native Fund under the Alaska Native
Claims Settlement Act and implementing state legislation; and
(B) in AS 37.11.020 to the Alaska renewable resources
development fund;

(2) 25 per cent of all mineral lease rentals, royalties,
royalty sale proceeds, and federal mineral revenue sharing payments
received by the state from mineral leases issued on or before July 1,
1979;

(3) 50 per cent of all mineral lease rentals, royalties,
royalty sale proceeds, and federal mineral revenue sharing payments
received by the state from mineral leases issued after July 1, 1979; and

(4) any other money appropriated or otherwise allocated by
law to the Alaska permanent fund.

(b) Payments due the Alaska permanent fund under (a) of this
section shall be made to the fund once each month.

(c) The Alaska permanent fund shall be managed by the Alaska
Permanent Fund Corporation established in this chapter.

Sec. 37.13.020. FINDINGS. The people of the state, by constitu-
tional amendment, have required the placement of at least 25 per cent of
all mineral lease rentals, royalties, royalty sale proceeds, and federal
mineral revenue sharing payments and bonuses received by the state into
a permanent fund. The legislature find3 with respect to the Alaska
Permanent Fund Corporation that

(1) the corporation should provide a means of conserving a
portion of the state's revenues from mineral resources to benefit all

generations of Alaskans;
(2) the corporation’s goal should be to maintain safety of
principal while maximizing total return;

-4 - HCSSB 161



(3) the corporation should be used as a savings device
managed to allow the maximum use of disposable income from the corpora-
tion as needed for purposes designated by law.

Sec. 37.13.030. PURPOSE. It is the purpose of this chapter to
provide a mechanism for the management and investment of those permanent
fund assets allocated to the Alaska Permanent Fund Corporation in a
manner consistent with the findings established in AS 37.13.020.

Sec. 37.13.040. ALASKA PERMANENT FUND CORPORATION. There is
established the Alaska Permanent Fund Corporation. The corporation is a
public corporation and government instrumentality in the Department of
Revenue managed by a board of trustees but has a legal existence inde-
pendent of and separate from the state. The purpose of the board is to
manage and invest the assets of the corporation in accordance with this
chapter.

Sec. 37.13.050. COMPOSITION OF BOARD OF TRUSTEES. (a) The Board
of Trustees of the Alaska Permanent Fund Corporation consists of five
members appointed by the governor and confirmed by a majority of the
members of the legislature in joint session,

(b) The board shall annually elect a chairman from among its
members.

Sec. 37.13.060. TERM OF OFFICE. The members of the board shall be
appointed for terms of three years, and they may be reappointed subject
to reconfirmation by a majority of the members of the legislature in
joint session. Terms shall be staggered. Initial terms shall be two
members serving for one year, two members serving for two years, and one
member serving for three years.

Sec. 37.13.070. REMOVAL AND VACANCIES. (a) The governor may
remove a member of the board from office by and with the consent of a

majority of the members of the legislature in joint session. A removal
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