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COMMITTEE REPORT
SENATE

3 / 3 / 8 2 FURTHER: None

Mr. P r e s i d e n t :

The Commi ttee on F I N A N C E

D a t e :

has had SB 676

m a k i n g  a special a p p r o p r i a t i o n  for p a y m e n t  as a grant to the City of 
D i l l i n g h a m  for dust s u p p r e s s i o n

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it back w i t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ 1 

[ 3 

[ 3

[ 3 

[ 3 

[ 1

do pass [ 3 do not pass

do pass w i t h  a t t a c h e d  a m e n d m e n t s ( s )

r e p l a c e  w i t h  CS for ___________________________________

and r e c o m m e n d s  ______________________________________

[ 3 same title
[ ] new t i t l e

AND a t t a c h e s  a " L e t t e r  of I n t ent" [ ] New Fiscal Note

r e p o r t s  it ba c k  w i t h o u t  r e c o m m e n d a t i o n

r e f e r r e d  to t h e _____________________________________________C o m m i t t e e

M E M B E R S  S I G N I N G  
DO PASS

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :

S 60 (Rev .  12/78 )

CHAIRMAN



COMMITTEE REPORT
SENATE

1/ 2 6 / 8 2 FURTHE

Mr. P r e s i d e n t :

The C o m m i t t e e  o n _ y R a NSBQRTAXIQN.

D a t e :

has had

m a k i n g  a specia l a p p r o p r i a t i o n  for p a y m e n t  as a grant to the C i t y  of 
D i l l i n g h a m  for dust s u p p r e s s i o n

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it back w i t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ] do pass [ ] do not pass

[ ] do pass w i t h  a t t a c h e d  a m e n d m e n t s (s )

[ ] r e p l a c e  with CS for ________________________

and r e c o m m e n d s

[ 1

[ X ]
I ] r e f e r r e d  to the

M F M B E R S  S I G N I N G

[ ] same title 
[ ] new t i tle

A ND a t t a c h e s  a " L e t t e r  of Intent" 

sm O W U tf
r e p o r t s / i t  “Bac k  w i t h o u t  r e c o m m e n d a t i o n

[ ] New Fiscal Note

Commi ttee

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :

*2-
t b j

S 60 (Rev.  12/78)
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F u n d i n g  I n f o r m a t i o n  
G e n e r a l  Fund $76, 000 
O t h e r  Funds -0-

Introduced: 1/26/82
Referred: T r a n s p o r t a t i o n
and F i n a n c e

IK T H E  S E N A T E  BY H O H M A K

S E N A T E  BILL NO. 6 7 6  

I N  TH E L E G I S L A T U R E  OF THE STATE OF A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  SESSION

A  EILL

For a n  Act entitled: "An Act m a k i n g  a special a p p r o p r i a t i o n  for p a y m e n t  as a

grant to the City o f  D i l l i n g h a m  for dust suppression; 

a n d  p r o v i d i n g  for an e f f e ctive date. "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF THE STATE O F  ALASKA:

* S e c t i o n  1. The s u m  of $ 7 0 ,000 is a p p r o p r i a t e d  f r o m  the general f u n d  for 

p a y m e n t  as a grant to the C i t y  of D i l l i n g h a m  for s u p p r e s s i o n  of dust*

* Sec. 2. The a p p r o p r i a t i o n  m a d e  by this Act shall be d i s b u r s e d  in a c c o r­

dance v/ith AS 3 7 . 0 5.315 - 37.05.319.

* Sec. 3. This Act takes e ffect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.-  

070(c) ,

COMMITTEE COPY - 1 - SB 676



ALASKA STATE LEGISLATURE
TWELFTH Legislature SECOND.. Session

SENATE S I L L ..........  n o . 67£...

By HORMAJN

"AN Act m a k i n g  a special a p p r  
for p a y m e n t  as a grant to the 
C i t y  o f  D i l l i n g h a m  for dust 
suppression; and p r o v i d i n g  fo 
an e f f e c t i v e  date."

Introduced in the Senate 1 9 . . . 1

HISTORY IN THE SENATE
19 82

26

3

Read first time and referred 
to Committee on

T r a n s p o r t a t i o n  and
F i n a n c e  * ^

Reported back withv^ t<̂ < >-**<. 
recommendation thr.t<^>

Read serond time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed 
Signed by President 
Sent to House

SECRETARY OF THE SENATE

31-001
MM* «V»««C. (O

HISTORY IN THE HOUSE
19 Read first time and referred 

to Committee on

Reported back with 
recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays 
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays 
Absent Absent
Excused Excused

Reported correctly engrossed 
Signed by Speaker 
Returned to Senate

CHIEF CLERK or THE HOUSE

HISTORY !N THE SENATE
19 Received from House

To enrolling

Reported correctly enrolled

Sent to Governor

by Governor

Filed with Lt. Governor

Chapter No.
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Introduced: 1/26/82
Funding I n f o r m a t i o n  Referred: T r a n s p o r t a t i o n
G e n eral Fund $ 7 0 ,000 a'U<i F i n ance
O ther Funds -0-

$70,000

IN T H E  SENATE BY H OHMAN

SENATE BILL NO. 676 

IN THE LE G I S L A T U R E  OF THE STATE OF A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S ECOND S E S SION 

A BILL

For an Act entitled: "An Act m a k i n g  a special a p p r o p r i a t i o n  for p a y ment as a

grant to the City of D i l l i n g h a m  for dust suppression; 

a nd pro v i d i n g  for an e ffective date."

BE IT ENACTED BY T HE L E G I S L A T U R E  OF T HE STATE OF ALASKA:

* S e c tion 1. T he sura of $70,000 is approp r i a t e d  fr o m  the general fund for 

payment as - grant to the City of D i l l i n g h a m  for s u p p r e s s i o n  of dust.

* Sec. 2. T he a p p r o p r i a t i o n  mad e  b y  this Act shall be d i s b u r s e d  in a c c o r­

dance with AS 3 7 .05.315 - 37.05.319.

* Sec. 3. This Act takes effect immedi a t e l y  in ac c o r d a n c e  w i t h  AS 01.10.- 

0 7 0 ( c ) .

SB 676



I. REQUEST
B U I  /Resolution No. SB 676 - Making a special appropriation for 
Title payment as a grant to the City of ''/illIngham for dust suppression 
Requested by Senator Kay Date z/l/82

II. FISCAL DETAIL 
Agency Affected
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 1n the analysis 
section.)

EXPENDITURES (Thousands of Dollars)

O T T C R 3 0 N A L  SERVICES— I--------- 1---------- T
200 TRAVEL I | T
300 CONTRACTUAL j | T
400 COMMODITIES |--------- 1--------- T
500 EQUIPMENT I--------- I--------- T
600 LAND & STRUCTURES I I T
700 GRANTS, CLAIMS, ETC.I I T

i---------- }--------- TTOTAL ^

I FY 82 | FY 83 I FY 84 I FY 85 I FY 86 | FY 87

I I I I I I

FUNDING (Thousands of Dollars)

L E 1 M T 0 1 -------------

FEDERAL FUNDS 
OTHER (Specify Source)

POSITIONS

Fu l l  t i m e

PART TIME 
TEMPORARY

r

III. ANALYSIS (See Fiscal Note Preparation instruction, Section III)

This project will be handled as a grant to the City of Dillingham 
passed through the Department of Administration. DOT/PF will not 
have responsibility for maintenance of the resulting facility.
There 1s no perceived impact on DOT/PF's program. It is assumed 
that since dust suppression is an ongoing process the $70,000 would 
be used for such purposes until expended.

IV. DATE 2/10/82 PREPARED BY \£f 7  John C. Bates

Legislative Finance
AGENCY DOT/PF $ y

|. Original: PHONE T6F-'39'0ir \

cc:
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/81)



) COMMITTEE REPORT
SENATE

3 / 3 / 8 2 FURTHER: None

D a t e :

Mr. P r e s i d e n t :

T h e  C o m m i t t e e  on F I N A N C E has had S B  679

m a k i n g  a s p eci al a p p r o p r i a t i o n  for p a y m e n t  as a grant to the City of 
D i l l i n g h a m  for sidewal ks and b i c y c l e  paths

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it ua c k  w i t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ] 

[ 1 

[ ]

[ ] 

[ ] 

[ ]

do pass [ ] do not pass

do pass w i t h  a t t a c h e d  a m e n d m e n t s ( s )

r e p l a c e  w i t h  CS for  __

and r e c o m m e n d s  _______________________________

[ ] same t i tle
[ ] new t i tle

AND a t t a c h e s  a " L e t t e r  of I n t e n t "  [ 3 New Fiscal Note

r e p o r t s  it ba c k  w i t h o u t  r e c o m m e n d a t i o n

r e f e r r e d  to the ______________________________________ C o m m i t t e e

M E M B E R S  S I G N I N G  
DO PASS

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :

CHAIRMAN

S 60 (Rev .  12 /78 )



COMMITTEE REPORT
SENATE

1 /2 6 / 8 2 FURTHER: (^jn a n c e^J

D a t e :

Mr. P r e s i d e n t :

The C o m m i t t e e  on T R A N S P O R T A T I O N .has h a d  SB 6 7 9 -

n a k i n g  a s p eci al a p p r o p r i a t i o n  for p a y m e n t  as a grant to the City of 
D i l l i n g h a m  for sidewalks and b i c y c l e  paths

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it back w i t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ] 

[ ] 

[ ]

[ ] 

t X J  

[ ]

do pass [ ] do not pass

do pass w i t h  a t t a c h e d  a m e n d m e n t s (s )

r e p l a c e  w i t h  CS for __________________________________

and r e c o m m e n d s  ________________________

AND a t t a c h e s îa_^-bert-t-e-5--£f Intent"

[ ] same title
[ ] new t i t l e

re p o r t s  it ba< 

r e f e r r e d  to the

[ ]

rh-o-ut'-'T'e c o m m e n d a t i o n

New Fiscal Note

Commi ttee

M E M B E R S  H A V I N G
O T H E R / R E C O M M E N D A T I O N S : .

P  4*

S 60 (Rev .  12/78)
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Fundin
Ge n e r a l  Fund 
O ther Funds

I n f o r m a t i o n
“$5U0,000

Introduced: 1 / 2 6 /S2 
Referred: T r a n s p o r t a t i o n  an<

F i n a n c e

BY H O H M A KIN THE SENATE

S E N A T E  BIL L NO. 6 7 9  

IN T H E  L E G I S L A T U R E  O F  T H E  STATE OF A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  SESSION

A  BILL

For a n  Act entitled: "An Act m a k i n g  a special a p p r o p r i a t i o n  for p a y m e n t  as a

grant to the City of D i l l i n g h a m  for sidewalks a n d  

bi c y c l e  paths; and p r o v i d i n g  for an e f f e c t i v e  d ate."  

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF THE S T A T E  OF ALASKA:

* S e c t i o n  1. The sum of $ 5 0 0 , 00U is a p p r o p r i a t e d  f r o m  the g e n eral fund

for payment as a grant to the City of D i l l i n g h a m  for c o n s t r u c t i o n  of s i d e­

walk s  and b i c y c l e  paths.

* Sec. 2. The a p p r o p r i a t i o n  m a d e  by this Act shall be d i s b u r s e d  in a c c o r­

dance w i t h  AS 37.05 . 3 1 5  - 37.05.319.

* Sec. 3. This Act takes effect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.- 

070(c).

COMMITTEE COPY -i-
SB 679



ALASKA STATE LEGISLATURE HISTORY IN THE SENATE
n.-rrXr.TI-l Legislature SECOND.. Session 

SENATE . .B I L L ..................... NO. . .6 7 .3 . .

By .... HQHKAW...................

19 82

"An Act m a k i n g  a special a p p r o­
pria t i o n  for p a yment as a grant 
to the C i t y  of D i l l i n g h a m  for 
sidewalks and b i c y c l e  paths; 
and p r o v i d i n g  for an e f f e c t i v e  
d a t e . "

Introduced in the Senate . . .  1 9 . . ? ?

Read first time and referred 
to Committee on

T r a n s . and F i nance

Reported back w i t ^  
recommendation that

eZsjtsr Ju*S

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed 
Signed by President 
Sent to House

SECRETARY OF THE S E N 'T E

1.001
» HA V-r. CO

HISTORY IN THE HOUSE
19 Read first time and referred 

to Committee on

Reported back with 
recommendation chat

Read second time and

Read third time and

PASS Effective Date 
Yeas Yeas 
Nays Nays 
Absent Absent 
Excused Excused

Reconsideration

PASS Effective Date 
Yeas Yeas 
Nays Nays 
Absent Absent 
Excused Excused

Reported correctly engrossed 
Signed by Speaker 
Returned to Senate

»

CH IEF CLERK OF THE HOUSE

HISTORY IN THE SENATE
19 Received from House 

To enrolling

Reported correctly enrolled 

Sent to Governor

Filed with Lt. Governor 

Chapteir No................................
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F u n ding In f o r m a t i o n  Introduced: 1/26/82
G e n eral Fund $560,000 Referred: T r a n s p o r t a t i o n  ar
Ot h e r  Funds -0- Finance

C T f f J ' O ' f f f f

IN T HE S ENATE BY H OHMAN

SE N A T E  BILL NO. 679 

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E COND S E S S I O N  

A  BILL

For an Act entitled: "An Act m a k i n g  a special a p p r o p r i a t i o n  for payment as a

grant to the City of D i l l i n g h a m  for sidewalks and

bi c ycle pathsj and p r o v i d i n g  for an effe c t i v e  date."

BE IT E N A CTED BY T HE L E G I S LATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. The sum of $500,000 is approp r i a t e d  f r o m  the general fund

for payment as a grant to the City of D i l l i n g h a m  for c o n s t r u c t i o n  of s i d e­

walks and b i c ycle paths.

* Sec. 2. The a p p r o p r i a t i o n  m a d e  b y  this Act shall be disb u r s e d  in a c c o r­

dance wi t h  AS 37.05.315 - 37.05.319.

* Sec. 3. This Act takes effect immedi a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.- 

0 7 0 ( c ) .

-1- SB 679



THE LEGISLATURE OF THE STATE OF ALASKA 
TWELFTH LEGISLATURE

FISCAL NOTE

I. REQUEST
Bill/Resolution No. SB 679 - Appropriation to the City of Dillingham 
Title for sidewalks and bicycle paths
Requested by Senator Date 2/1/82

II. FISCAL DETAIL
Agency Affected___________ _____________________________________________________
Program Category Affected

BRU, Program, Or Subprogram!s) Affected Z I Z Z Z Z Z I I Z ^ Z I Z Z Z Z I
(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)

100 PERSONAL SrRVTLIY-
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

TOTAL'

FUNDING (Thousands of Dollars)

GENERAL FUND------------
FEDERAL FUNDS 
OTHER (Specify Source)

POSITIONS

FULL' T O C  
PART TIME 
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation instruction, Section III)

This project will be handled as a grant to the City of Dillingham 
passed through the Department of Administration. DOT/PF will not 
have responsibility for maintenance of the resuHing facility. 
There is no perceived impact on DOT/PF's program. It should be 
noted that the City of Dillingham expressed concern over lack of 
R.O.W. for both sidewalks and bike paths. Land issue needs to be 
resolved.

IV. DATE 2/10/82 PREPARED BY (fl John C. Bates

AGENCY DOT/PF flV

Original: Legislative Finance PHONE 465-3900 \]
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/81) 

$0'
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COMMITTEE REPORT
SENATE

3 / 3 / 8 2 FURTHER: None

Mr. P r e s i d e n t :

The C o m m i t t e e  on F I N A N C E

D a t e :

has had SB 680

m a k i n g  a special a p p r o p r i a t i o n  for p a y m e n t  as a grant to the C i t y  of 
D i l l i n g h a m  for e r o s i o n  control of the b e a c h

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it back wi t h  the f o l l o w i n g  recommendations*.

[ ] 

[ ] 

[ ]

[ ] 

[ ) 

[ 1

do pass [ ] do not pass

do pass w i t h  a t t a c h e d  a m e n d m e n t s (s )

r e p l a c e  wi t h  CS for ___________________________________

and r e c o m m e n d s  _____________

] sa m e  title 
[ ] new t i t l e

AND a t t a c h e s  a " L e t t e r  of I n t e n t "  i. ] New Fiscal Note 

r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

r e f e r r e d  to the      C o m m i t t e e

M E M B E R S  S I G N I N G  
DO PASS

M E M 8 E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :

S 60 (Rev .  12 /78 )

CHAIRMAN



COMMITTEE REPORT
SENATE

1/ 26/82

Mr. P r e s i d e n t :

The C o m m i t t e e  on t r a m ^ p o r 't a t t o n  has had s k  san

m a k i n g  a s p eci al a p p r o p r i a t i o n  for p a y m e n t  as a grant to the C i t y  of 
D i l l i n g h a m  for e r o s i o n  control of the b e a c h

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it ba c k  wi t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ] do pass [ ] do not pass

[ ] do pass with a t t a c h e d  a m e n d m e n t s (s )
[ ] same title

[ ] r e p l a c e  with CS for ______________________________________________ [ j new t i tle

and r e c o m m e n d s

[ ] AND a t t a c h e s  a " L e t t e r  of I n t e n t "  [ ] Note

[ % ]  r e p o r t s  it back w i t h o u t  r e c o m m e n d a t i

[ ] r e f e r r e d  to the ________________________________________________ C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  HA V I N G
DO PASS O T H E R  R E C O M M E N D A T I O N S :

1 i 1 ■? try  l i r e -

i S , ,.

CHAIRMAN

S 60 (Rev 12/78 )



Infor m a t i o n  
Tunc! 5571300,000 

Other Funds -0-

Fundin?
G e n e r a l

5 5 7 O O D ; 5 0 0

I n t r o d u c e d d  1/26/82 
R R e f e r r e d :  T r a n s p o r t a t i o n

and F i n a n c e

1

2

3
4
5

6

7
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9
10

11

12

13
14
15
16
17
18
19
20 

21 

22

23
24

25
26
27
28 
29

I K  T H E  S E NATE B Y  K O H M A N

SENATE B I L L  NO. 680 

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA 

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

For an Act entitled: "An Act Tasking a s p ecial a p p r o p r i a t i o n  for p a y m e n t  as a

grant to the C i t y  of D i l l i n g h a m  for e r o s i o n  control of 

the beach) and p r o v i d i n g  for an e f f e ctive d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

* S e c t i o n  1. T h e  sum of $5,000 , 0 0 0  is a p p r o p r i a t e d  from the general fund 

for p a y m e n t  as a grant to the C i t y  of D i l l i n g h a m  for control of e r o s i o n  of 

the beach i n  D i l l i n g h a m  f r o m  K a n a k a n a k  to W o o d  River.

* Sec. 2. The a p p r o p r i a t i o n  m a d e  by this Act shall be d i s b u r s e d  in a c c o r­

dance w i t h  AS 37.05.315 - 37.05.319.

* Sec. 3. This Act takes effect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.- 

0 7 0 ( c ) .
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Fu n d ing I nformation 
General Fund 557000,000 
Other Funds -0-

55,000,000

Introduced: 1/26/82
Referred: T r a n s p o r t a t i o n

a nd Finance

IN THE SENATE BY H O H M A N

SENATE BIL L  NO. 680 

IN T H E  L E G I S L A T U R E  OF THE STATE OF ALASKA 

T W E L F T H  L E G I S L A T U R E  - S ECOND SESSION 

A BILL

For an Act entitled: "An Act m a k i n g  a special a p p r o p r i a t i o n  for payment as a

grant to the C i t y  of D i l lingham for e r o s i o n  control of 

the beachj and prov i d i n g  for an eff e c t i v e  date."

BE IT E N A CTED BY T HE L E G I S L A T U R E  O F  T H E  STATE OF ALASKA:

* Section 1. T h e  s u m  of $5,000,000 is a p propriated frcm the general fund 

for payment as a grant to the Cit y  of Dil l i n g h a m  for control of e r o sion of 

the beach in D i l l i n g h a m  f r o m  K a n a k a n a k  to W o o d  River.

* Sec. 2. T he a p p r o p r i a t i o n  made b y  this Act shall be disb u r s e d  in a c c o r­

dance with AS 37.05.315 - 37.05.319.

* Sec. 3. Thi s  Act takes effect immedi a t e l y  in a c c o rdance w i t h  AS 01.10.- 

070(c).

-1- SB 680



THE LEGISLATURE OF THE STATE OF ALASKA 
TWELFTH LEGISLATURE

FISCAL NOTE

I. REQUEST
Bill/Resolution No. 
Title for erosion"
Requested by

SB 680 - Appropriation 
control of the beach 
Senator Ray

to City of Dillingham

"Date— 2/V/82'
II. FISCAL DETAIL 

Agency Affected 
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 82 I FY 83 I FY 84 I FY 85 I FY 86 1 FY 87

100 PERSONAL SERVICES—
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

T O T O  ^

FUNDING (Thousands of Dollars)

GENERAL FUND---------------1 ( I I I T
FEDERAL FtjNDS I I 1 1 1 T
OTHER (Specify Source) I I I I I I

POSITIONS

FUUTTTME I I “ 1 I 1 T~
PART TIME I I I I I I
TEMPORARY I I I I I I

_______________________________ r i  i i i r ~

III. ANALYSIS (See Fiscal Note Preparation instruction, Section III)

This project will be handled as a grant to the City of Dillingham 
passed through the Department of Administration. DOT/PF will not 
have responsibility for maintenance of the resulting facility. 
There is no perceived impact on DOT/PF's program. The City of 
Dillingham does not own the beach land between Kanakanak & Wood 
River and expressed concern over their ability to use the funding 
for the purpose stated.

^  IV. DATE 2/10/82 PREPARED BY 
"AGENCY 
PHONE “

DOT/PF
4 ^ 3 5 0 0Original: Legislative Finance ____________

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

33-001 (Rev. 12/81)

p

John C. Bates
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RECORDS PULLED BY

TOTAL ITEMS REQUESTED
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REQUESTED BY:

O  ‘n  ft !>pa'r:T'Z-

PHONE NO.
5  7 9 5 "

DATE:

t o

DEPT. NO.

DEPARTMENT:
l.rq . f  i \r A t o  C

DIVISION:

L Q_CATI ONMp D R ESS: . . . 7

I o r. fl. f a i '  .
—  -  ŝ—

^^J^Tt e m p o r a r y w i t h d r a w a l | [information f r o m r ecords

SERVICE REQUESTED: Q  review at records center | |photocopy of records
i_______________ _ ‘ '

j~~] PERMANENT WITHDRAWAL | [oTHER(Explain)

CODE.
■A

A- Records Attached 
Code: B= Not in Custody 'TEMS REQUESTED

RECORDS CENTER 
BOX NO.
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THE ABOVE RECORDS WERE RECEIVED 
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THE ABOVE RECORDS WERE RETURNED TO 
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BEHALF OF THE RECORDS CENTER BY:

Signature Date

ARCHIVES & RECORDS MANAGEMENT 
POUCH C M A IL STA TIO N  0207 

JUNEAU , A L A SK A  99811 465-2271
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April 7, 1982

The Honorable Don Bennett 
The Honorable M. E. Dankworth 
Co-Chairmen
Senate Finance Committee 
Room 525 - Capitol Building 
Juneau, Alaska

Re: CS for Sponsor Substitute for Senate 
Bill No. 684 (L&C)

CS for Sponsor Substitute for Senate Bill No. 684 (L&C), an Act relating 
to the investment and management of Alaska permanent fund and to the 
computation of the income of the fund available for distribution, was 
referred on March 26, 1982 by the Senate Labor and Commerce Committee to 
the Senate State Affairs and Finance Committees.

Subsequently, on March 30, 1982, Senator Fischer, Chairman, Senate State 
Affairs Committee moved and asked unanimous consent that the referral on 
the subject bill be waived. Without objection it was so ordered and the 
bill was referred to the Senate F i m n c e  Committee.

For the consideration of the Senate Finance Committee, I am enclosing 
copies of Fiscal Notes prepared by Mr. Thomas K. Williams, Commissioner 
of Revenue and Mr. Anselm C. Staack, Treasury Comptroller, Department of 
Revenue concerning the Committee Substitute.

Sincerely,

7 ?
' / C

R. D. Stevenson 
Special Assistant

Enclosures

cc: Thomas K. Williams 
Commissioner 
Department of Revenue

Anselm C. Staack 
Treasury Comptroller 
Department of Revenue



THE LEGISLATURE OF THE STATE OF ALASKA 
TWELFTH LEGISLATURE

FISCAL NOTE

I. REQUEST
Bill/Resolution Number: CS for SS for SB 684 (Finance) ___________ ___
Title: Relating to investment and management of the Alaska PermanentTund  
Requested by: Senate Finance Date: 4/7/82

II. FISCAL DETAIL
Agency Affected: Department of Revenue  _____________________________
Program Category Affected: Alaska Permanent Fund Corporation 
BRU, Program, or Subprogram(s) Affected: Afaska Permanent Fund Corporation 
(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)

1 FY 82 | 
__________ 1 _

FY 83 I FY 84 |
I___________|

FY 85 |
___________I _

FY 86 | 
_________|

FY 87
___________________________

100 PERSONAL SERVICES I -  1 - 1 - 1 -  1 -  1
200 TRAVEL 1 - 1 - 1 -  1 -  1 - 1 -

300 CONTRACTUAL I -- 1 - ! - 1 - 1 - 1 -

400 COMMODITIES 1 - -1 - 1 - 1 - 1 - -  1 -
500 EQUIPMENT 1 - 1 - 1 -  1 - 1 - 1 -

600 LAND & STRUCTURES I - 1 - 1 - 1 - 1 - 1 -

700 GRANTS,CLAIMS,ETC I - .1 - 1 - I - 1 - 1 i

800 MISCELLANEOUS I 
___________________________ j

- 1
__________ |_

- 1 - 1 
1___________i

- 1
__________ I

- 1 
_________ 1

-

TOTAL 1
i

- 1 
.  _______i _

- 1 -  1
i i

- 1
i

- 1
________i.

-

FUNDING (MILLIONS of Dollars).
1 1 " 1 _ l  _ l  1

GENERAL FUND i -  1 +25.6 1 Future has costs, but can't be estimated
FEDERAL FUNDS 1 - 1 - 1 -  1 -  1 - 1 -
OTHER (Specify Source) 1 1 1 1 1 1

1
......................... - ............. 1

-  1 
................... - 1-

1 -  1 

1.......................1-
-  1

— ...............1-
-  1 

.........I-

POSITIONS

FULL TIME 
PART TIME 
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

With the transition rule in Sec. 15 of the proposed Finance CS, the effect of trans­
ferring one half of the disbursatxle income to the Permanent Fund principal instead of 
the General Fund is fully offset in FY 83. The net effect of this is to make an ex­
tra $25.4 million available for expenditure in FY 83, since the Bill increases the 
amount of Permanent Fund income going into the PFD account and thereby reduces the 
General Fund appropriation dollar for dollar. The increase in Permanent Fund income 
comes from converting from a cash-received basis to an earned-income basis for compu­
ting the disbursable income. In FY 84 and thereafter, the transfer of one-half of the 
of the Permanent Fund income stream back to the principal of the Fund will have an 
effect on General Fund income, but the extent of this effect cannot be estimated at 
the present time because of uncertainties in future interest rates, the contributions 
to the Permanent Fund, and the balance in the Permanent Fund in the future.

IV. DATE: April 7, 1982_________________ PREPARED BY: Thomas K. Williams________________
AGENCY: Department of Revenue 

Original: Legislative Finance PHONE: 465-2300
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)



T H E  L E G I S L A T U R E  OF THE S T A T E  OF A L A S K A  

T W E L F T H  L E G I S L A T U R E

I.

F I S C A L  NO T E

R E Q U E S T  CS ?or

B i l l / R e s o l u t i o n  Number: SSSB 684 (3/9/82)

Title: R e l a t i n g  to I n v e s t m e n t  & M a n a g e m e n t  of the A l a s k a  P e r m a n e n t  Fund 

Re q u e s t e d  by: ________________________ ■__________________  Date: 4/7/82 ______________

II. F I S C A L  D E T A I L

A g e n c y  Affe c t e d :  D e p a r t m e n t  of R e v enue

P r o g r a m  C a t e g o r y  A ffected: P e r m a n e n t  Fund Corp.

BRU, Program, or S u b p r o g r a m ( s )  A f f e c t e d :  P e r m a n e n t  Fu n d  Corp._______________

(Note: If mor e  than one b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

a m o u n t s  a n d  f u n ding for eac h  c o m p o n e n t  in the a n a l y s i s  s ection.)

E X P E N D I T U R E S  ( T h ousands of Dollars)

1
_____________________________ 1

FY 82 I F Y  83 1 
_ j___________ j

F Y  84 FY 85 FY 86 F Y  87

100 P E R S O N A L  S E R V I C E S  I — ! 94.4 I 103.8 114.2 125.6 138.2

200 T R A V E L  1 - 1 (28.8)1 - - - -

300 C O N T R A C T U A L - I- 2 , 4 2 5 . 0  I 5 , 1 9 0 . 0 6 , 4 58.0 7,287.0 8,152.0

400 C O M M O D I T I E S  ! - 1 • - 1 - - - -

500 E Q U I P M E N T  1 - 1 • - 1 - - - -

600 L A N D  & S T R U C T U R E S  I - 1 - 1 - - - -

700 G R A N T S , C L A I M S , E T C  I - 1 . - 1 - - - -

800 M I S C E L L A N E O U S  1 
_____________________________ |

— 1 ' - 1 
_ | ___________ |

— — — —

T O T A L  1 - 1 2,490.6 I 
l _ I

5 , 2 93.8 6,572.2 7,412.6 8,290.2
_____________________________

F U N D I N G  (Thousands 
_____________________________ |

of Dollars)
l - l

G E N E R A L  FUN D  ! - ! - 1 - - - -

FE D E R A L  FU N D S  ! - 1 - 1 - - - -

OT H E R  (Spe c i f y  S o u r c e ) 1 1 1
P E R M A N E N T  FUND I N COME 1

I
*“ 1 2,490.6 I

i I
5 , 2 93.8 6,572.2 7,412.6 8,290.2

P O S I T I O N S
l 1 1 1 1 l

FUL L  TIME — 1 -■ 1 - - - —

PART TIME i 1 - 1 - - - -

T E M P O R A R Y  1 
----------------------------- 1 -

1 - 1 

- 1----------- 1

III. A N A L Y S I S  (See F iscal Note P r e p a r a t i o n  Instru c t i o n ,  S e c t i o n  III)

Personal Servi c e s  is for four p u blic m e m b e r s  of Board of T r u s t e e s  to be c o m p e n s a t e d  at 

s a l a r y  p r e s c r i b e d  for state l e gislators. R e d u c t i o n  in Travel for d e l e t i o n  of 

$ 4 0 0 / m e e t i n g  d a y  h o n o r a r i u m  b u d g e t e d  for p r e s e n t  p u b l i c  members.

C o n t r actual Serv i c e s  is for a s s o c i a t e d  o u t s i d e  m a n a g e m e n t  and s a f e k e e p i n g  costs of n e w  

a l l o w a b l e  i n v e s t m e n t s  w e r e  a pplicable. Assu m e s ,  b a s e d  o n  a v e r a g e  fund balance for a 

fiscal year; 25% in p r e f e r r e d  a n d  c o m m o n  stock, 5% real e s t a t e  equity, 5% f o r e i g n  

sec u r i t i e s  and c e r t i f i c a t e s  of deposit. St o c k  is at o n e - h a l f  of m a x i m u m  allowed, 

others at o n e - t h i r d  of m a x i m u m  allowed. Fee rate level for F Y  83 a nd FY 84; 10% fee 

increase a s s u m e d  s t a r t i n g  FY 85 a nd a f t e r  (not per y ear). Brok e r a g e  fee o n  p r e f e r r e d  

and c o m m o n  s t o c k  not included as it is part of base s e c u r i t y  cost.

F Y  83 a s s u m e s  a b o v e  p e r c e n t a g e s  for o n e - h a l f  y e a r  o n l y  as t r a n s i t i o n  time to n e w  

inv e s t m e n t  ca t e g o r i e s .  Net e f f e c t  of a b o v e  s c e n e r i o  p l a c e s  35% of all c o r p o r a t e  

assets w i t h  o u t side man a g e r s ,  the b a l a n c e  65% r e m a i n s  for internal m a n a g e m e n t

IV. DATE: Ap r i l  7, 1982

Original: L e g i s l a t i v e  Finance 

cc: B udget and M a n a g e m e n t

Prime S p o n s o r  (First L e g i s l a t o r  Named) 

33-001 (Rev. 12/81)

IC ll  L • -

P R E P A R E D  BY: A n s e l m  C. Staack, T r e a s u r y  C o m p trolle

AGENCY: Dept, of R e v e n u e / T r e a s u r y  D i v i s i o n  

PHONE: 4 6 5 - 2 3 5 0
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Original sponsor: R ules/Governor

Offered: 3/26/82
Referred: State Affairs

and Finance

BY THE LABOR AND
IN THE SENATE COMMERCE C O MMITTEE

CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 684 (L&C)

IN T HE LEGISL A T U R E  OF THE STATE OF A L A S K A  

T W E L F T H  LE G I S L A T U R E  - S E C O N D  SESSION 

A BILL

For an Act entitled: "An Act relating to the inv e s t m e n t  a nd m a n agement of

the Alaska per m a n e n t  fund and to the co m p u t a t i o n  of the

income of the fund available for distribution: a nd

pro v i d i n g  for an e f fective date."

BE IT ENACTED BY THE LE G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 37.13.050 is a m e nded to read:

Sec. 37.13.050. COMPOSITION A ND Q U A L I F I C A T I O N S  OF BOARD OF 

TRUSTEES. (a) The Board of Trustees of the Alaska P e rmanent Fund 

C o r p o r a t i o n  consists of six members a p pointed by the governor. Two 

[THREE] of the members shall be heads of principal departments of state 

government, one of w h o m  shall be the c o m m i s s i o n e r  of revenue. Four 

[THREE] members shall be a p pointed by the governor from the p ublic and 

m a y  not h o l d  any other state or federal office, p o s i t i o n  or employment, 

either elective or appointive, except as a member of the armed forces of

either the U nited States or of this state. [MEMBERS OTHER THAN THE

COMMISSIONER OF REVENUE SHALL BE SEP A R A T E L Y  CON F I R M E D  BY A M A J O R I T Y  OF 

T H E  M E M BERS OF THE L EGISLATURE IN J O I N T  SESSION.]

(b) The four [THREE] public members of the board shall have r e c o g­

nized competence and wide e x p e rience in finance, investments, or other 

business m a n a g e m e n t - r e l a t e d  fields.

(c) The board shall a n n u a l l y  elect a chairman fr o m  among its 

m e m b e r s .

* Sec. 2. AS 37.13.060 is amended to read:

Sec. 37.13.060. T E R M  OF OFFICE. The public members of the

-1- CSSSSB 6 8 4 (L&C)



board shall be app o i n t e d  for terms of four [TH^EE] years, a nd they may 

be reappointed [SUBJECT TO CONFIR M A T I O N  BY A  i ^ J O R I T Y  OF THE MEMBERS OF 

T H E  L E G I S LATURE IN JO I N T  S E S S I O N ] . The terms of the public members 

[TERMS] shall be staggered so that no more than one t e r m  of a public 

m e m b e r  expires each y e a r . [INITIAL TERMS FOR MEMBERS OTHER THAN THE 

COMMISSIONER OF R E V ENUE SHALL BE TOO M E M BERS SERVING FOR ONE YEAR, TOO 

MEMBERS SERVING FOR TOO YEARS, A N D  ONE M E M B E R  SERVING FOR THREE YEARS.] 

Sec. 3. AS 37.13.070 is amended to read:

Sec. 37.13.070. R E M OVAL A N D  VACANCIES. (a) The governor may 

for good cause remove a member of the board from office. [HOWEVER, THE 

REMOVAL OF A M E M B E R  OF THE BOARD IS SUBJECT TO DISAPPROVAL BY A VOT E  OF 

A  MAJORITY OF THE MEMBERS OF THE L E G I S L A T U R E  AT T HE FIRST JOINT SESSION 

H E L D  10 OR MORE DAYS AFTER THE LE G I S L A T U R E  RECEIVES NOTICE OF THE REMOVAL 

FROM T HE GOVERNOR.] A removal by the governor shall be in w r i ting and 

shall state the r eason for the removal. A m e m b e r  who is removed by the 

governor m ay not participate in board business and may not be counted 

for p u r p o s e s  of e s tablishing a q u orum after [BETWEEN THE TIME] h e  r e­

ceives w r i tten notice of his removal f r o m  the governor [AND THE TIME 

7.‘HAT T HE LEGISLATURE'S POWER TO DISAPPROVE T HE REMOVAL UNDER THIS S U B­

SECTION EXPIRES. IF THE LEGISLATURE DISAPPROVES THE REMOVE, OF A BOARD 

MEMBER, THE BOARD M E MBER SHALL BE REINSTATED].

(b; A vacancy on the board shall be prom p t l y  filled by appoin t m e n t  

b y  the governor [AND CONFIRMATION BY A MAJO R I T Y  OF THE MEM3ERS OF THE 

LEGISLATURE IN JOINT SESSION]. A n  appointee to a vacancy shall hold 

office for the balance of thi term for which his predecessor on the 

board was appointed. [IF A V A C A N C Y  ARISES ON THE BOARD WHILE THE L E G I S­

LATURE IS NOT IN SESSION, T HE GOVERNOR MAY A P P O I N T  AN INTERIM BOARD 

MEMBER WHO SHALL EXER C I S E  THE POWERS OF A BOARD MEMBER UNTIL THE L E G I S­

LATU R E  FAILS TO CONFIRM THE AP P O I N T M E N T  OF T HE INTERIM BOARD MEMBER.]
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(c) A v a c a n c y  on the b o a r d  does not impair the a u t h o r i t y  of a 

quorum of the b o a r d  to exercise all the powers and p e r form all the 

duties of the board.

* Sec. 4. AS 3 7 .13.090 is amended to read:

Sec. 37.13.090. COMPEN S A T I O N  OF BOARD MEMBERS. The board shall 

determine the c o m p e n s a t i o n  of the members of the board subject to a p­

proval b y  the legislature in accordance wit h  AS 37.07. C o mpensation for 

members of the board shall be requested as part of the operating budget 

of the board (AS 37.13.150). Members [PUBLIC MEMBERS OF THE BOARD R E­

CEIVE AN H O N O R A R I U M  O F  $400 FOR EACH MEETING DAY IF TH E Y  ATTEND THE 

MEETING. ALL MEMBERS] of the bo a r d  are entitled to per diem and travel 

allowances as provided b y  law for members of state boards and c o m m i s­

sions .

* Sec. 5. AS 37.13.120(g) is amended to read:

(g) Subject to the limitations c o ntained in [(h) A N D  (i) OF] this 

section, the board may invest co r p o r a t i o n  assets at such competitive 

national market rate3 or prices as are applicable to each investment 

onl y  in

(1) obligations of, or obligations insured b y  or guaranteed 

by, the U nited States or agencies or instrumentalities of the United 

States j

(2) obligations secured by reserves paid in by the United 

States or agencies or i n s t r u m entalities of the United States or o b l i g a­

tions of corporations in which the U n i t e d  States is a shareholder or 

m e m b e r ;

(3) certificates of deposit and term deposits of [ISSUED BY] 

U nited States domestic banks wh i c h  are members of the Federal Deposit 

Insurance Co r p o r a t i o n  and [FOR] w h i c h  m a y  be r e a dily sold in a [GENERALLY 

RECOGNIZED] seco n d a r y  market at prices r e f l ecting fair value [EXISTS] or
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wh i c h  are fully secured at all times as to payment of principal and 

interest as [BY INVESTMENTS] described in j(m)_ [(1), (2), (8) OR (12) - 

(16)] of this section [SUBSECTION; T HE SECUR I T Y  P L E DGED UNDER THIS P A R A­

GRAPH SHALL BE AT LEAST EQUAL TO THE FACE VALUE OF THE DEPOSIT AND THE 

BOARD MAY R E Q UIRE S U BSTITUTION OF C O L L A T E R A L ] ;

(4) certificates of deposit and term deposits [SHARES] of 

f e d e r a l l y  chartered savings and loan [LOANS] associations in Alaska 

which may be readily sold in a s e condary market at prices reflecting 

fair value or which are fully secured at all times as to payments of 

principal a nd interest as [BY INVESTMENTS] d e scribed i n  j[m)_ [(1), (2)] 

of this section [SUBSE C T I O N ] ;

(5) [SAVINGS] certificates of deposit and term deposits of 

[ISSUED BY] state chartered savings and loan associations in Alaska 

w h i c h  may be readily sold in a secondary m a r k e t  at prices reflecting 

fair value or which are fully secured at all times as to payments of 

p r incipal and interest as [BY INVESTMENTS] described in _(m)_ [(1), (2)] 

or  this section [SUBSECTION];

(6) certificates of deposit and term deposits of [DEPOSITS 

WITH] mutual savings banks i n  Alaska wh i c h  may be readily sold in a 

secondary m arket at prices re f l e c t i n g  fair value or wh i c h  are fully 

secured at all times as to payments of principal a nd interest as [BY 

INVESTMENTS] described in OtO  [(1), (2)] of this s e c t i o n  [SUBSECTION];

(7) f i x e d - t e r m  certificates of indebtedness of federally i n­

sured credit unions in Alaska w h i c h  may be readily sold in a secondary 

m arket at prices reflecting fair value or which are fully secured at all 

times as to payments of principal and interest as [BY INVESTMENTS] d e­

scribed in CnO [(1), (2)] of this s e c t i o n  [SUBSECTION];

(8) corporate debt securities w h i c h  are rated AA or better by 

a nat i o n a l l y  recognized rating service;
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(9) short-term corporate p r o m issory notes of the h i g hest 

ratings a s s i g n e d  by a n a t i o n a l l y  re c o g n i z e d  rating service;

(10) bankers' ac c e p t a n c e s  drawn on a n d  a c c e p t e d  by United 

States banks eac h  of which have a combined capital and surplus a g g r e­

gating at least $200,000,000;

(11) repurchase agreements, the securities un d e r l y i n g  the 

agreements be i n g  any of the items i n  (1) - (3) and (8) - (10) of this 

subsection;

(12) the g u a r anteed p o r t i o n  of Federal Small Business Adminis 

tration loans;

(13) the p o r t i o n  of first lien real estate m o rtgages guaranteed 

by the Federal Veterans A d m i n i s t r a t i o n  [ A S S O C I A T I O N ] ;

(14) the portions of busin e s s  and industrial loans made under 

the Rural Development Act of 1972 w h i c h  are g u a ranteed by the Farmer's 

Home Administration;

(15) the guaranteed p o r t i o n  of Farmer's Horae A d m i n i s t r a t i o n

l o a n s ;

(16) notes secured b y  mortgages granting a first lien on c o m­

mercial or [OF] residential real estate improved by completed buildings 

if the m ortgages are insured by a private mortgage insurance c o r p o ration 

which is a u t h o r i z e d  to do business in Alaska and has combined capital 

and [,] surplus [AND RESERVES] a g g r e g a t i n g  at least $ 2 0 , 0 0 0 . 0 0 0 , and if 

loan-to-value ratios do not exceed 75 percent for commercial mortgages 

and 90 percent for residential m o r t g a g e s ; h o w e v e r , [THE M I N I M U M  COVERAGE 

SHALL BE 10 PERCENT FOR LOANS H A V I N G  A L O A N -TO-VALUE RATIO OF LESS T H A N  

90 PERCENT, A ND THE M I N I M U M  COVERAGE SHALL BE 20 P E R CENT FOR LOANS 

H AVING A L O A N - T O - V A L U E  RATIO OF 90 PERCENT OR MORE.]

(A) no mortgage insurance is n e cessary for commprcial 

loans h a v i n g  loan-to-value ratios of less t h a n  50 percent and the
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m i n i m u m  coverage of other commercial loans shall be 10 percent for

those h a v i n g  a loan-to-value ratio of 50 - 60 p e r c e n t  a n d  15 percent 

for those h aving a l o a n -to-value ratio greater than 60 percent but 

no mor e  th a n  75 percent, a n d

(B) no mort g a g e  i n surance is nece s s a r y  for residential 

loans h a v i n g  a loan-to-value ratio of less than 70 p e r cent and the 

m i n i m u m  coverage of other residential loans shall be 10 percent for 

those h a v i n g  a loan-to-value ratio greater tha n  70 percent but less 

than 90 percent and 20 p e r cent for those h a v i n g  a loan-to-value 

ratio of 90 percent;

(17) ncces secured b y  mor t g a g e s  granting a first lien on c o m­

mercial real estate impro v e d  b y  comp l e t e d  buildings if the o r i g i nating 

f inancial i n s t i t u t i o n  retains at least 25 percent of the mortgage until 

maturity;

(18) c e r tificates of deposit, ter m  deposits, or bankers' a c c e p­

tances, w n i c h  are i ssued b y  a U n i t e d  States b a n k  or trust company located 

in a foreign country and are d enominated in either U n i t e d  States or 

f o r eign currency, if either (A) they m ay be readily sold in a secondary 

m a r k e t  at prices r e f l ecting fair value, or (B) the issuing ban k  or trust 

company has capital and surplus at the date of issue e q ualling at least 

$500,000,000; investments made under this par a g r a p h  are not subject to 

the collateral requirements for domestic certificates under (m) of this 

section;

(19) e quity interests in, and debt obligations secured by 

m o rtgages granting a first lien on, real estate improved by completed 

a nd subst a n t i a l l y  rented b u ildings and located in the U n i t e d  States, if 

these investments are made

(A) in a corporation, partnership, trust, or other 

e n t i t y  in which, at the c o n c l u s i o n  of each investment transaction.
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at least 60 p e r cent of the b e n e ficial ownership interests are h e l d  

b y  other i n s t itutional investors, and wh i c h  is o rganized and 

operated for the p u r pose of m aking real estate investments b y  a 

bank, insurance company, or other manager of institutional funds 

which has had a t 'l^ast five years of experience in the management 

of real estate investments of i n s t itutional investors; or

(B) in c o n j u n c t i o n  wi t h  and on s u b s t a n t i a l l y  the same 

terms as an e n t i t y  desc r i b e d  in (A) of this paragraph.

* Sec. 6. AS 37.13.120(1) is repea l e d  and r e enacted to read:

(i) At the time of e a c h  investment, the aggregate investment of 

the Alaska permanent fund in each stated category of investment may not 

e x ceed the following s tated percentage of the total investments of the 

fund: mortgages under (g)(16) of this section, 15 percent; real estate

investments under (g)(19) of this section, 15 percent; foreign c e r t i f i­

cates of deposit or the eq u i v a l e n t  under (g)(18) of this section, 20 

percent; corporate stocks and debt securities under (g)(8) and (9) of 

this section, 50 percent. The Alaska permanent fund m ay at no time own 

more than five percent of the v oting stock of a corporation. Domestic 

stocks, except for bank and insurance company stocks, m u s t  be listed at 

the date of purchase o n  a n  exchange reg i s t e r e d  wit h  the Securities and 

Exchange Commission.

* Sec. 7. AS 37.13.120 is a m e nded b y  adding a n ew subsection to read:

(m) Certificates of- deposit or the equivalent instruments wh i c h  

are not of a quality that may be r e a dily sold in a s econdary m a r k e t  at 

prices reflecting fair value must be secured by a pledge as collateral 

of investments a u t horized for the Alaska permanent fund under (g)(1),

(2), (8), or (12) - (17) of this section, which investments have value 

at least equal to the face value of the certificate of deposit. The 

board m ay require s u bstitution of collateral in order to ensure continuec
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s a t i s f a c t i o n  of the requirements set out in this subsection.

* Sec. 8. AS 37.13.140 is repe a l e d  and ree n a c t e d  to read:

Sec. 37.13.140. INCOME. Net income of the c orporation must be 

c o m p u t e d  annu a l l y  as of the last day of the fiscal year in accordance 

wit h  gene r a l l y  accepted a c c o unting principles, exc l u d i n g  any unrealized 

gains or losses. Income available for d i s t r i b u t i o n  equals the average 

net income of the co r p o r a t i o n  for the last five fiscal years, including 

the fiscal year just ended, but may not exceed net income of the c o r p o r a­

tion for the fiscal year just ended plus the balance in the undistributed 

income account described i n  AS 37.13.145.

* Sec. 9. AS 37.13 is amended b y  adding a new section to read:

Sec. 37.13.145. DISPOSITION OF INCOME. At the end of each fiscal

year, an amount equal to 50 percent of net income as defined in AS 37.-

13.140, excl u d i n g  any income on the u n d i s t r i b u t e d  income account in the 

Alaska permanent fund, shall be transferred to principal of the fund for 

reinvestment. The other 50 percent of the net income shall be t r a n s­

ferred to the u n d i stributed income account. M o n e y  in the undistributed 

income account shall be invested in investments a u t h o r i z e d  under AS 37.- 

13.120. Income from the investment of the u n d i s t r i b u t e d  income account 

shall be treated as an addi t i o n  to that account.

* Sec. 10. AS 37.13.150 is amended to read:

Sec. 37.13.150. CO R P O R A T I O N  [BOARD] BUDGET. The revenues g e n e r a­

ted by the corporation's investments must be identified as the source 

of the o perating budget of the c orporation in the state's operating 

b udget under [BOARD IS FROM THE G E N ERAL FUND A N D  IS SUBJECT. TO] the 

Executive Budget Act (AS 37.07.010 - 37.07.130). The unexpended b a l­

ance of the corporation's annual operating budget does not lapse at 

the end of the fiscal year but shall be treated as income under AS 3 7 . -

13.140.
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* Sec. 11. AS 37.13.160 is amended to read:

Sec. 37.13.160. AUDITS. The L e g i s lative Budget a nd Audit C o m m i t­

tee may [SHALL] provide for a n  annual post audit and annual operational 

and performance evaluations of the corporation's investments and i n v e s t­

ment  programs.

* Sec. 12. AS 37.13 ij amended by a dding a n ew section to read:

Sec. 37.13.205. REGULATIONS. The board m ay adopt regulations 

un d e r  the Administrative Proc e d u r e  Act (AS 44.62) to interpret and 

implement this chapter.

* Sec. 13. AS 37.13.130 is repealed.

* Sec. 14. Tra n s i t i o n  to four-year terms for members of the Board of 

Trus t e e s  of the Alaska Permanent Fund C o r p o r a t i o n  as provided in AS 37.13.060 

as amended in sec. 2 of this Act shall be i m p l e mented as follows: at the 

e x p i r a t i o n  of the present term of each public member, the governor shall 

a ppoint a replacement, or reappoint the present member, for a term of four 

years. W i t h i n  90 days after the effective date of this Act, the governor 

shall appoint a public member to replace one of the two present heads of 

p r incipal departments other than the commissioner of revenue, to serve for a 

t e r m  of four years or less wh i c h  t e r m  expires in a year whe n  no other public 

member's term expires. The head of a principal department who is to be r e­

placed shall continue to serve on the board until the appointment of a r e­

placement.

* Sec. 15. This Act takes effect J u l y  1, 1982.
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Original sponsor: R u l e s / G o v e r n o r

IN T H E  S E N A T E  BY T H E  F I NANCE C O M M I T T E E

CS FOR SPONSOr S U B S T I T U T E  FOR S E N A T E  B I L L  NO. 684 (Finance)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  BI LL

For an Act e n t i t led: " A n  Act r e l a t i n g  to the i n v e s t m e n t  and m a n a g e m e n t  of

the A l a s k a  p e r m a n e n t  fund a n d  to the c o m p u t a t i o n  of the 

in c o m e  of the fund a v a i l a b l e  for d i s t r i b u t i o n ;  and 

p r o v i d i n g  for an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S TATE OF ALASKA:

* S e c t i o n  1. AS 3 7 . 1 3 . 0 5 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 0 5 0 .  C O M P O S I T I O N  AND Q U A L I F I C A T I O N S  OF BOARD OF 

TR U S T E E S .  (a) T h e  B oard of T r u s t e e s  of the A l a s k a  P e r m a n e n t  Fu nd  

C o r p o r a t i o n  c o n s i s t s  of six m e m b e r s  a p p o i n t e d  b y  the governor. T w o  

[THREE] of the m e m b e r s  shall be b e a d s  of p r i n c i p a l  d e p a r t m e n t s  of state  

g o v e r n m e n t ,  one of w h o m  shall be the c o m m i s s i o n e r  of revenue. Four 

[THREE] m e m b e r s  shall be a p p o i n t e d  b y  the g o v e r n o r  f r o m  the p u b l i c  and 

m a y  not h o l d  any o t h e r  state or f e deral office, p o s i t i o n  or employm ent, 

e i t h e r  e l e c t i v e  or appo intive, e x c e p t  as a m e m b e r  of the a r m e d  f o rce s of 

e i t h e r  the U n i t e d  S t a t e s  or of this state. [MEMBERS O T H E R  T H A N  THE 

C O M M I S S I O N E R  OF R E V E N U E  SHALL BE S E P A R A T E L Y  C O N F I R M E D  BY A M A J O R I T Y  OF 

T H E  M E M B E R S  OF T H E  L E G I S L A T U R E  I N  J O I N T  SESSION.]

(b) T h e  four [THREE] p u b l i c  m e m b e r s  of the b o a r d  shall h a v e  r e c o g­

ni z e d  c o m p e t e n c e  a n d  w i d e  e x p e r i e n c e  in fi nance, i n vestme nts, or other 

b u s i n e s s  m a n a g e m e n t - r e l a t e d  fields.

(c) T h e  b o a r d  _shall a n n u a l l y  elect a c h a i r m a n  f r o m  a m o n g  its 

m e m b e r s .

* Sec. 2. AS 37.15 1 is amen ded to read:

Sec. 37.13.06v T E R M  OF OFFICE. T h e  p u b l i c  m e m b e r s  of the
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b o a r d  shall be a p p o i n t e d  for terms of four [THREE] years, and t h e y  m a y  

b e  r e a p p o i n t e d  [SUBJECT TO C O N F I R M A T I O N  BY A M A J O R I T Y  OF THE M E M B E R S  OF 

THii L E G I S L A T U R E  IN J O I N T  S E S S I O N ] . T h e  te rms of the p u b l i c  m e m b e r s  

[TERMS] shall be s t a g g e r e d  so t h a t  no m o r e  t h a n  o n e  t e r m  of a p u b l i c  

m e m b e r  e x p ires each y e a r . [INITIAL T E R M S  FOR M E M B E R S  O T H E R  T H A N  T HE 

C O M M I S S I O N E R  O F  R E V E N U E  SHALL BE TWO M E M B E R S  S E R V I N G  FOR O N E  YEAR, TWO 

M E M B E R S  S E R V I N G  FOR TWO YEARS, A N D  O N E  M E M B E R  S E R V I N G  F O R . T H R E E  YEARS.] 

Sec. 3. AS 3 7 . 1 3 . 0 7 0  is a m e n d e d  to read:

Sec. 37.1 3.070. R E M O V A L  AND V A C A N C I E S .  (a) The g o v e r n o r  m a y  

for good cause r e m o v e  a m e m b e r  of the b o a r d  f r o m  office. [HOWEVER, T H E  

R E M O V A L  OF A M E M B E R  OF THE BOARD IS S U B J E C T  TO D I S A P P R O V A L  B Y  A  V O T E  OF 

A M A J O R I T Y  OF THE M E M B E R S  OF THE L E G I S L A T U R E  A T  T H E  FIRS T J O I N T  S E S S I O N  

H E L D  10 OR M O R E  DAYS A F T E R  THE L E G I S L A T U R E  R E C E I V E S  N O T I C E  OF T H E  R E MOVAL  

F R O M  THE GOVERN O R . ]  A removal by the g o v e r n o r  s hall be in w r i t i n g  and 

shall s t a t e  the r e a s o n  for the removal. A m e m b e r  w h o  is r e m o v e d  b y  the 

g o v e r n o r  m a y  not p a r t i c i p a t e  in b o a r d  b u s i n e s s  a nd m a y  n o t  be c o u n t e d  

for p u r p o s e s  of e s t a b l i s h i n g  a q u o r u m  a f t e r  [ B E TW EEN T H E  TIME] h e  r e­

ceives w r i t t e n  n o t i c e  of his r e m o v a l  f r o m  the g o v e r n o r  [AND T H E  T I M E  

T H A T  THE L E G I S L A T U R E’S P O W E R  TO D I S A P P R O V E  T H E  R E M O V A L  U N D E R  THIS S U B­

SE C T I O N  EX PIRES. IF T H E  L E G I S L A T U R E  D I S A P P R O V E S  T H E  R E M O V A L  OF A  BOARD 

MEMBER,  T H E  B O A R D  M E M B E R  S HALL BE R E I N S T A T E D ] .

(b) A v a c a n c y  o n  the b o a r d  shall b e  p r o m p t l y  f i l l e d  b y  a p p o i n t m e n t  

b y  the g o v e r n o r  [AND C O N F I R M A T I O N  BY A  M A J O R I T Y  OF T H E  M E M B E R S  OF THE 

L E G I S L A T U R E  IN J O I N T  S E S S I O N ] . .An a p p o i n t e e  to a v a c a n c y  shall h o l d  

o f f i c e  for the b a l a n c e  of the term for w h i c h  his p r e d e c e s s o r  on the 

b o a r d  was ap pointed. [IF A V A C A N C Y  A R I S E S  O N  T H E  B O A R D  W H I L E  T H E  L E GIS-  

.iATURE._IS._NOT.. IN SESSION, THE G O V E R N O R  M A Y  A P P O I N T  AN I N T E R I M  BOARD 

M E M B E R  WHO S H A L L  E X E R C I S E  THE P O W E R S  OF A B O A R D  M E M B E R  U N T I L  T H E  L E G I S­

LA T U R E  FAILS TO C O N F I R M  THE A P P O I N T M E N T  O F  T H E  I N T E R I M  B OARD MEMBER.]
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(c) A v a c a n c y  on the b o e r d  does not i mpair the a u t h o r i t y  of a 

q u o r u m  of the b o a r d  to e x e r c i s e  all the powers and p e r f o r m  all the 

d uties of the board.

* Sec. 4. AS 3 7 . 1 3 . 0 9 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 0 9 0 .  C O M P E N S A T I O N  OF BOARD MEMBERS. P u b l i c  m e m b e r s  of 

the b o a r d  r e c e i v e  a n  h o n o r a r i u m  of $400 for e a c h  day spent at a m e e t i n g  

of the b o a r d  or at a m e e t i n g  of a s u b c o m m i t t e e  of the b o a r d  or a t  a 

p u b l i c  m e e t i n g  as a r e p r e s e n t a t i v e  of the board. M e m b e r s  [MEETING D A Y  

IF T H E Y  A T T E N D  THE MEETING. A L L  MEM BERS] of the b o a r d  are e n t i t l e d  to 

per d i e m  a n d  t ra vel a llowa n c e s  as p r o v i d e d  b y  law for m e m b e r s  of st ate 

b o a r d s  and commissions .

* Sec. 5. AS 37.1 3 . 1 2 0 ( g )  is a m e n d e d  to read:

(g) S u b j e c t  to the limit a t i o n s  c o n t a i n e d  in [(h) A N D  (i) OF] this 

section, the b o a r d  m a y  invest c o r p o r a t i o n  assets at such c o m p e t i t i v e  

n a t i o n a l  m a r k e t  rates or prices as are a p p l i c a b l e  to each i n v e s t m e n t  

o n l y  in

(1 ) o b l i g a t i o n s  of, or o b l i g a t i o n s  i n sured b y  or g u a r a n t e e d  

by, t h e  U n i t e d  States or agencies or i n s t r u m e n t a l i t i e s  of the U n i t e d  

S t a t e s ;

(2) o b l i g a t i o n s  s e c u r e d  b y  r e s e r v e s  p a i d  in b y  the U n i t e d  

States  or a g e n c i e s  or i n s t r u m e n t a l i t i e s  of t h e  U n i t e d  States or o b l i g a­

tions of c o r p o r a t i o n s  in w h i c h  the U n i t e d  S tates is a s h a r e h o l d e r  or 

m e m b e r ;

(3) c e r t i f i c a t e s  of d e p o s i t  and term d e p o s i t s  of [ISSUED BY] 

U n i t e d  States d o m e s t i c  banks w h i c h  are m e m b e r s  of the F e deral D e p o s i t  

I n s u r a n c e  C o r p o r a t i o n  and [FOR] w h i c h  m a y  be r e a d i l y  sold in a [GENERALLY

 RE.COGNIZED]„.secondary._market at p r i c e s  r e f l e c t i n g  fair v a l u e  [EXISTS] or

w h i c h  are f u l l y  s e c u r e d  at all times as to p a y m e n t  of p r i n c i p a l  and 

i n t e r e s t  as [BY INVESTM ENTS] d e s c r i b e d  in (m) [(1), (2), (8 ) O R  (12) -
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(16)] of this s e c t i o n  [SUBSECTION; T H E  S E C U R I T Y  P L E D G E D  U N D E R  THIS P A R A­

GRA P H  SHALL BE AT L E A S T  EQUAL TO T H E  FACE V A L U E  O F  THE D E P O S I T  AND THE

B OARD M A Y  R E Q U I R E  S U B S T I T U T I O N  OF C OLLATERAL];

(4) c e r t i f i c a t e s  of d e p o s i t  and t e r m  d e p osits [SHARES] of 

f e d e r a l l y  c h a r t e r e d  savings and loan [LOANS] a s s o c i a t i o n s  in A l a s k a  

w h i c h  m a y  b e  r e a d i l y  sold in a s e c o n d a r y  m a r k e t  at prices r e f l e c t i n g  

fair v a l u e  or w h i c h  are f u lly s e c ured at all times as to. p a y m e n t s  of 

p r i n c i p a l  and i n t e r e s t  as [BY I NVEST M E N T S ]  d e s c r i b e d  in [(1), (2)] 

of this s e c t i o n  [SUBSECTION];

(5) [SAVINGS] c e r t i f i c a t e s  of d e p o s i t  and term d e p osi ts of 

[ISSUED BY] st ate c h a r t e r e d  savings "nd loan a s s o c i a t i o n s  in A l a s k a  

w h i c h  m a y  be r e a d i l y  sold in a s e c o n d a r y  m a r k e t  at prices r e f l e c t i n g  

fair v a l u e  or w h i c h  are fully s e c u r e d  at all times as to p a y ments of 

p r i n c i p a l  and i n t e r e s t  aa [BY INVESTMENTS]  d e s c r i b e d  in (m) [(1), (2)] 

of this s e c t i o n  [SUBSECTION];

(6 ) cer tif i c a t e s  of d e p o s i t  and t e r m  d e p osit s of [DEPOSITS

WITH] m u t u a l  s a vings banks in A l a s k a  w h i c h  m a y  be r e a d i l y  sold in a

s e c o n d a r y  m a r k e t  at prices r e f l e c t i n g  fair v a l u e  or w h i c h  are f u l l y  

s e c u r e d  at all times as to p a y m e n t s  of p r i n c i p a l  and inter est a £  [BY 

I NVEST M E N T S ]  d e s c r i b e d  in (m) [(1), (2)] of this s e c t i o n  [SUBSECTION];

(7 ) f i x e d - t e r m  c e r t i f i c a t e s  of i n d e b t e d n e s s  of f e d e r a l l y  i n­

sured c r e d i t  u n i o n s  in A l ask a w h i c h  m a y  be r e a d i l y  sold in a s e c o n d a r y  

m a r k e t  at p rices r e f l e c t i n g  fair v a l u e  or w h i c h  are fully  s e c u r e d  at all 

times as to p a y m e n t s  of p r i n c i p a l  and i n t e r e s t  _a£ [BY INVESTMENTS] d e­

sc r i b e d  in (m) [(1), (2)] of this s e c t i o n  [SUBSECTION];

(8 ) c o r p o r a t e  debt s e c u r i t i e s  w h i c h  are r a t e d  A A  or b e t t e r  by 

a^.natipnally..recognized r a t i n g  service;

(9) s h o r t - t e r m  c o r p o r a t e  p r o m i s s o r y  notes of the h i g h e s t  

r a t i n g s  a s s i g n e d  b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  service;
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(10) bankers' a c c e p t a n c e s  d r a w n  on and a c c epted b y  U n i t e d  

States b a n k s  e a c h  of w h i c h  h a v e  a c o m b i n e d  capital and surplus a g g r e­

gat i n g  at least $2 0 0 ,0 0 0 ,0 0 0 ;

(1 1 ) r e p u r c h a s e  agreements, the s e c u r i t i e s  u n d e r l y i n g  the 

ag r e e m e n t s  b e i n g  any of the items in (1) •■* (3) and (8 ) - (10) of this 

subsection;

(12) the g u a r a n t e e d  p o r t i o n  of Federal Small Business A d m i n i s­

tr a t i o n  loans;

(13) the p o r t i o n  of f i r s t  lien real e s t a t e  m o r t g a g e s  guaranteed  

by the F e d e r a l  V e t e r a n s  A d m i n i s t r a t i o n  [ A S S O C I A T I O N ] ;

(14) the porti ons of b u s i n e s s  and indust r i a l  loans m a d e  under 

the Rur al D e v e l o p m e n t  Act of 1972 w h i c h  are g u a r a n t e e d  by the Farmer's 

H o m e  A d m i n i s t r a t i o n ;

(15) the g u a r a n t e e d  p o r t i o n  of Farme r's H o m e  A d m i n i s t r a t i o n

l o a n s ;

(16) n o t e s  secured b y  m o r t g a g e s  g r a n t i n g  a first lien on c o m­

m e r c i a l  or [OF] r e s i d e n t i a l  real e state  i m p r o v e d  b y  comp l e t e d  buil dings 

if the m o r t g a g e s  are insured b y  a p r i v a t e  m o r t g a g e  i n s u r a n c e  corpo r a t i o n 

w h i c h  is a u t h o r i z e d  to do b u s i n e s s  in A l a s k a  a n d  has c o m b i n e d  capital 

and [,] surplus [AND RESERVES] a g g r e g a t i n g  at least $ 2 0 , 0 0 0 , 0 0 0 , and if 

l o a n - t o - v a l u e  r a t i o s  do not e x c e e d  75 p e r c e n t  for commerci al m o r t g a g e s  

and 90 p e r c e n t  for r e s i d e n t i a l  m o r t g a g e s ; h o w e v e r , [THE M I N I M U M  COVERAGE 

SHriLL BE 10 P E R C E N T  FOR L O A N S  H A V I N G  A L O A N - T O - V A L U E  RATIO OF LESS THAN 

90 PERCENT, AND T H E  M I N I M U M  C O V ERAGE S H A L L  BE 20 P E R C E N T  FOR LOANS  

H A V I N G  A  L O A N - T O - V A L U E  RATIO O F  90 P E R C E N T  OR MORE.]

(A) no m o r t g a g e  i n s u ranc e is n e c e s s a r y  for c o mmercial

 - loans- h a v i n g  l o a n - t o - v a l u e  ratios of less t h a n  50 p e r cent and the

m i n i m u m  c o v e r a g e  of other c ommerci al loans shall be 10 p e r c e n t  for 

those h a v i n g  a l o a n - t o - v a l u e  r a t i o  of 50 - 60 p e rc ent and 15 p e rcent
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for those h a v i n g  a l o a n - t o - v a l u e  ratio g r e a t e r  than 60 p e r cent but

no m o r e  t h a n  75 percent, and

(B) no m o r t g a g e  i n s u r a n c e  is n e c e s s a r y  for res id e n t i a l  

loans h a v i n g  a l o a n - t o - v a l u e  r a t i o  of less t h a n  70 p e r c e n t  and the 

m i n i m u m  c o v e r a g e  of other r e s i d e n t i a l  loans shall be 10 p e r c e n t  for 

those h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  t h a n  70 p e r c e n t  but less 

t h a n  90 p e r c e n t  and 20 p e r c e n t  for those h a v i n g  a l o a n - t o - v a l u e  

r a t i o  of 90 percent;

(17) n o t e s  s e cu red b y  m o r t g a g e s  g r a n t i n g  a first lien on c o m­

me r c i a l  real e s t a t e  i m p r o v e d  b y  c o m p l e t e d  b u i l d i n g s  if the o r i g i n a t i n g  

fi n a n c i a l  i n s t i t u t i o n  retains at least 25 p e r c e n t  of the m o r t g a g e  until 

maturity;

(18) p r e f e r r e d  and c ommon stock of corpor a t i o n s  i n c o r p o r a t e d  

in the U n i t e d  States, o n  w h i c h  d i v i d e n d s  h a v e  b e e n  p a i d  in each of the 

three years i m m e d i a t e l y  p r e c e d i n g  the investment;

(19) debt  s e c u r i t i e s  of f o r e i g n  g o v e r n m e n t s  or corporations, 

w h i c h  are d e n o m i n a t e d  in U n i t e d  States currency, and p r e f e r r e d  and common 

st o c k  of f o r e i g n  c o r p o r a t i o n s  w h i c h  are of s u b s t a n t i a l l y  e qu ivalent  

q u a l i t y  as those d o m e s t i c  securi t i e s  p e r m i t t e d  u n d e r  this section;

(2 0 ) c e r t i f i c a t e s  of deposit, t e r m  deposits, or bankers' a c c e p­

tances, w h i c h  are i s s u e d  b y  a U n i t e d  S tates b a n k  or trust c o mp any 

l o c a t e d  in a f o r e i g n  c o u n t r y  and are d e n o m i n a t e d  in U n i t e d  States c u r­

rency, if e i t h e r  (A) they m a y  be r e a d i l y  sold in a s e c o n d a r y  m a r k e t

at p rice s r e f l e c t i n g  fair value, or (B) the i s s u i n g  b a n k  or trust c o m­

pan y  has capital and surplus at the date of issue e q u a l l i n g  at least 

$5 0 0 ,000,0 00; i n v e s t m e n t s  made u n d e r  this p a r a g r a p h  are not subject to 

the c o l l a t e r a l  r e q u i r e m e n t s  for d o m e s t i c  c e r t i f i c a t e s  u n d e r  (m) of this 

section;

(2 1 ) e q u i t y  i nterests in, and debt o b l i g a t i o n s  secured by
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m o r t g a g e s  g r a n t i n g  a first  lien on, real e s t a t e  i m p r o v e d  b y  c o m p l e t e d

and s u b s t a n t i a l l y  r e n t e d  b u i l d i n g s  and l o c a t e d  in the U n i t e d  States, if 

th e s e  i n v e s t m e n t s  are m a d e

(A) in a c o r p oration, p a r t n e r s h i p ,  trust, or other 

e n t i t y  in which, at the c o n c l u s i o n  of e a c h  i n v e s t m e n t  transaction, 

at l east 60 p e r c e n t  of the b e n e f i c i a l  o w n e r s h i p  interests are h e l d  

b y  other i n s t i t u t i o n a l  investors, and w h i c h  is o r g a n i z e d  and o p e r­

ated for the p u r p o s e  of m a k i n g  real e s t a t e  i n v e s t m e n t s  b y  a bank, 

i n s u r a n c e  company, or other m a n a g e r  of i n s t i t u t i o n a l  funds w h i c h  

h a s  h a d  at least five years of e x p e r i e n c e  in the m a n a g e m e n t  of real 

e s t a t e  i n v e s t m e n t s  of i n s t i t u t i o n a l  investors;  or

(B) in c o n j u n c t i o n  w i t h  and on s u b s t a n t i a l l y  the same 

terms as an e n t i t y  d e s c r i b e d  in (A) of this paragraph.

* Sec. 6 . AS 3 7 . 1 3 . 1 2 0 ( i )  is r e p e a l e d  and r e e n a c t e d  to read:

(i) At the time of each i n vest ment, the a g g r e g a t e  i n v e s t m e n t  of 

the A l a s k a  p e r m a n e n t  fund in each s t a t e d  c a t e g o r y  of invest m e n t  m a y  not 

e x c e e d  the f o l l o w i n g  s t a t e d  p e r c e n t a g e  of the total i n vestme nts of the 

fund: m o r t g a g e s  u n d e r  Cg)(16) of this section, 15 percent; real estate

i n v e s t m e n t s  u n d e r  ( g ) (21) of this section, 15 percent; f o r e i g n  securit ies 

u n d e r  (g)(19) of this section, 10 p e r c e n t ;  f o r e i g n  c e r t i f i c a t e s  of 

d e p o s i t  or the e q u i v a l e n t  u n d e r  ( g ) (2 0 ) of this section, 20 percent; 

c o r p o r a t e  stocks a nd debt s e c u r i t i e s  u n d e r  (g)(8 ), (9), and (18) of this 

s ection, 50 p e r cent. The A laska p e r m a n e n t  fund m a y  at no time own m o r e  

t h a n  five p e r c e n t  of the v o t i n g  stock of a c o r p o r a t i o n .  D o m e s t i c  stocks, 

e x c e p t  for b a n k  and i n s u r a n c e  c o m p a n y  stocks, m u s t  be listed at the date 

of p u r c h a s e  on a n  e x c h a n g e  r e g i s t e r e d  w i t h  the S e c u r i t i e s  and E x c h a n g e  

C o m m i s s i o n .

* Sec. 7. AS 3 7 . 1 3 . 1 2 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(m) C e r t i f i c a t e s  of d e p osit or the e q u i v a l e n t  instru m e n t s  w h i c h
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ar e  n o t  of a q u a l i t y  that m a y  be r e a d i l y  sold in a s e c o n d a r y  m a r k e t  at 

p r i c e s  r e f l e c t i n g  fair v a l u e  m u s t  be s e c u r e d  b y  a p l e d g e  as c o l l a t e r a l  

of i n v e s t m e n t s  a u t h o r i z e d  for the A l a s k a  p e r m a n e n t  f u n d  u n d e r  (g)(1),

(2 ), (8 ), or (1 2 ) - (17) of this section, w h i c h  i n v e s t m e n t s  h a v e  v a l u e  

at least equal to the fa ce v a l u e  of the c e r t i f i c a t e  of deposit. The 

b o a r d  m a y  r e q u i r e  s u b s t i t u t i o n  of c o l l a t e r a l  in o r d e r  to e n s u r e  c o n t i n u e d  

s a t i s f a c t i o n  of the r e q u i r e m e n t s  set out in this s u bsection.

Sec. 8 . AS 3 7 . 1 3 . 1 4 0  is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 3 7.1 3.140. INCOME. N e t  i n come of the c o r p o r a t i o n  m u s t  be 

c o m p u t e d  a n n u a l l y  as of the last day of the f i s c a l  year in a c c o r d a n c e  

w i t h  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s ,  e x c l u d i n g  any u n r e a l i z e d  

gains or losses. I n c o m e  a v a i l a b l e  for d i s t r i b u t i o n  equals the a v e r a g e  

n e t  i nco me of the c o r p o r a t i o n  for the last five fiscal years, i n c l u d i n g  

the f i s c a l  year just ended, but m a y  not e x c e e d  net i n c o m e  of the c o r p o r a­

ti o n  for the f isca l y e a r  j u s t  ended plus the b a l a n c e  in the u n d i s t r i b u t e d  

i n c o m e  a c c o u n t  d e s c r i b e d  in AS 37.13.145.

Sec. 9. AS 3 7 . 1 3  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 37.13.145. D I S P O S I T I O N  O F  INCOME. At the end of each fiscal 

year, an a m o u n t  equal to 50 p e r c e n t  of ne t i ncome as d e f i n e d  in AS 37.-

13.140, e x c l u d i n g  i n c o m e  on the u n d i s t r i b u t e d  i n c o m e  a c c o u n t  in the 

A l a s k a  p e r m a n e n t  fund, shall be t r a n s f e r r e d  to the p r i n c i p a l  of the 

A l a s k a  p e r m a n e n t  fund for r e i n v e s t m e n t .  T h e  o t h e r  50 p e r c e n t  of net 

i n c o m e  as d e f i n e d  in AS 3 7 . 1 3 . 1 4 0  shall be t r a n s f e r r e d  to the u n d i s t r i­

bu t e d  i n c o m e  a ccount. M o n e y  in the u n d i s t r i b u t e d  i n c o m e  a c c o u n t  shall be 

i n v e s t e d  in i n v e s t m e n t s  a u t h o r i z e d  u n d e r  AS 3 7. 13.120. Income f r o m  the 

i n v e s t m e n t  of the u n d i s t r i b u t e d  i n c o m e  a c c o u n t  shall be t r eated as an 

a d d i t i o n  to that account.

Sec. 10. AS 3 7 . 1 3 . 1 5 0  is a m e n d e d  to read:

Sec. 37 .13 . 1 5 0 .  C O R P O R A T I O N  [BOARD] BUDGET. T he r e v enues g e n e r a -
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ted b y  the c o r p o r a t i o n ' s  i n v e s t m e n t s  m u s t  b e  i d e n t i f i e d  as the sourc e 

of the o p e r a t i n g  b u d g e t  of the c o r p o r a t i o n  in the s t a t e’s o p e r a t i n g  

b u d g e t  u n d e r  [BOARD IS F R O M  T H E  G E N E R A L  FUND AND IS S U B J E C T  TO] the 

E x e c u t i v e  B u d g e t  Act (AS 3 7 . 0 7 . 0 1 0  - 3 7.07.1 30). fhe u n e x p e n d e d  b a l­

anc e  of the c o r p o r a t i o n ' s  a n n u a l  o p e r a t i n g  b u d g e t  does n o t  lapse at 

the end of the f i s c a l  year but shall be t r e a t e d  fs i n come u n d e r  AS 3 7 . -

13.140.

* Sec. 11. AS 3 7 . 1 3 . 1 6 0  is a m e n d e d  to read:

Sec. 37.13 . 1 6 0 .  AUDITS. T h e  L e g i s l a t i v e  B u d g e t  and A u d i t  C o m m i t­

tee m a y  [SHALL] p r o v i d e  for an annual p o s t  a u d i t  and a nnu al o p e r a t i o n a l  

and p e r f o r m a n c e  e v a l u a t i o n s  of the c o r p o r a t i o n ' s  i n v e s t m e n t s  an d i n v e s t­

me n t  programs.

* Sec. 12. AS 37.13  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 37.13. 205. R E G U L A T I O N S .  T h e  b o a r d  m a y  adopt r e g u l a t i o n s

u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62) to i n t e r p r e t  and 

i m p l e m e n t  this chapter.

* Sec. 13. AS 3 7 . 1 3 . 1 3 0  is repeale d.

* Sec. 14. T r a n s i t i o n  to f o u r - y e a r  terms for m e m b e r s  of the B o a r d  of 

T r u s t e e s  of the A l a s k a  P e r m a n e n t  Fund C o r p o r a t i o n  as p r o v i d e d  in AS 3 7 . 1 3.060  

as a m e n d e d  in sec. 2 of this Act shall be i m p l e m e n t e d  as follows: at the 

e x p i r a t i o n  of the p r e s e n t  term of each p u b l i c  m e m b e r ,  the g o v e r n o r  shall 

a p p o i n t  a r e p l a c e m e n t ,  or r e a p p o i n t  the p r e s e n t  m e m ber, for a t e r m  of four 

years. W i t h i n  90 days after the e f f e c t i v e  date of this Act, the g o v er nor 

s hall a p p o i n t  a p u b l i c  m e m b e r  to r e p l a c e  one of the two p r e s e n t  h e a d s  of 

p r i n c i p a l  d e p a r t m e n t s  other t h a n  the c o m m i s s i o n e r  of revenue, to serve for a 

t e r m  of four years or less w h i c h  t e r m  e x p i r e s  in a year w h e n  no other p u b l i c  

m e m b e r ' s  terra expires. T h e  h e a d  of a p r i n c i p a l  d e p a r t m e n t  w h o  is to be r e­

p l a c e d  shall c o n t i n u e  to serve on the b o a r d  u n t i l  the a p p o i n t m e n t  of a r e­

p l a c e m e n t  .
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* Sec. 15. T R A N S I T I O N .  (a) All i n come e a r n e d  b y  the A l a s k a  p e r m a n e n t  

fund b e f o r e  the e f f e c t i v e  date of this Act that is not i ncome a v a i l a b l e  for 

d i s b u r s e m e n t  s h all be t r a n s f e r r e d  to the u n d i s t r i b u t e d  income a c count e s t a b­

lished in AS 3 7 . 1 3 . 1 4 5  a d d e d  b y  sec. 9 of this Act. However, the a m ount  

t r a n s f e r r e d  u n d e r  this s e c t i o n  shall be r e d u c e d  b y  an amount  equal to o n e - h a l f  

of the i n c o m e  a v a i l a b l e  for d i s b u r s e m e n t  for fiscal yea r 1983.

(b) The a m o u n t  equal to the r e d u c t i o n  in i n c o m e  u n d e r  (a) of this 

s e c t i o n  shall be t r a n s f e r r e d  to the g e n e r a l  fund.

(c) In this s e c t i o n  " i n c o m e  a v a i l a b l e  for d i s b u r s e m e n t "  shall be d e t e r­

mi n e d  as set out in AS 3 7 . 1 3 . 1 4 0  b e f o r e  a m e n d m e n t  b y  this Act.

* Sec. 16. This Act takes effec t J u l y  1, 1982.
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S E N A T E  A M E N D M E N T

B y ________________________________________________

T o :  _____________________c s  S ENA TE  B I L L  No,  684_________

T o :  _____________________________ HOUSE B I L L  No.  ________________

P a g e : 3 L i n e : 4

D e l e t e  Sec. 4 and r e p l a c e  w i t h  the following :

*Sec. 4. A S  3 7 . 1 3 . 0 9 0  is a m e n d e d  to read:

Sec. 37.13.090. C O M P E N S A T I O N  OF B O A R D  M E M B E R S .  P u b l i c  

m e m b e r s  o f  the b o a r d  r e c e i v e  an h o n o r a r i u m  of $400 for each  

d a y  s p e n t  at a m e e t i n g  of the b o a r d  or a s u b c o m m i t t e e  of the 

b o a r d  or at a p u b l i c  m e e t i n g  as a r e p r e s e n t a t i v e  of the board. 

[M E ET ING D A Y  IF T H E Y  A T T E N D  THE M E E T I N G , ALL] M e m b e r s  of the 

b o a r d  are e n t i t l e d  to p e r  d i e m  a n d  t ravel a l l o w a n c e s  as provr.ded 

b y  l a w  for m e m b e r s  of state b o a r d s  a nd c o mmiss ions,
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L e a r  

4 / 7 / 8 2  -

O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

I N  T H E  S E N A T E  B Y  T H E  F I N A N C E  C O M M I T T E E

CS F OR S P O N S O R  S U B S T I T U T E  FOR S E N A T E  B I L L  NO. 684 (Finance)

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

For a n  A c t  e n t i t l e d :  "An Act  r e l a t i n g  to the i n v e s t m e n t  and m a n a g e m e n t  of

t h e  A l a s k a  p e r m a n e n t  f u n d  and to the c o m p u t a t i o n  of the 

i n c o m e  of the f u n d  a v a i l a b l e  for d i s t r i b u t i o n ;  and 

p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L ASKA:

* S e c t i o n  1. AS 3 7 . 1 3 . 0 5 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 0 5 0 .  C O M P O S I T I O N  A N D  Q U A L I F I C A T I O N S  OF B O A R D  OF 

T R U S T E E S .  (a) T h e  B o a r d  of T r u s t e e s  of the A l a s k a  P e r m a n e n t  Fund 

C o r p o r a t i o n  c o n s i s t s  of six m e m b e r s  a p p o i n t e d  b y  the g o v e r n o r .  Two 

[THREE] of the m e m b e r s  s h a l l  be h e a d s  of p r i n c i p a l  d e p a r t m e n t s  of state  

g o v e r n m e n t ,  one of w h o m  shall be the c o m m i s s i o n e r  of r e v e n u e .  Four

[THREE] m e m b e r s  s h a l l  be a p p o i n t e d  b y  the g o v e r n o r  f r o m  the p u b l i c  and

m a y  not h o l d  a n y  o t h e r  s t a t e  or f e d e r a l  o f f i c e ,  p o s i t i o n  or employ m e n t ,  

e i t h e r  e l e c t i v e  or a p p o i n t i v e ,  e x c e p t  as a m e m b e r  of. t he a r m e d  f orces of 

e i t h e r  the U n i t e d  S t a t e s  or of this state. [MEMBERS O T H E R  T H A N  T H E  

C O M M I S S I O N E R  OF R E V E N U E  S H A L L  BE S E P A R A T E L Y  C O N F I R M E D  B Y  A M A J O R I T Y  OF

T H E  M E M B E R S  OF T H E  L E G I S L A T U R E  I N  J O I N T  S E S S I O N . ]  .

(b) T h e  f o u r  [THREE] p u b l i c  m e m b e r s  of t h e  b o a r d  s h a l l  h a v e  r e c o g­

ni z e d  c o m p e t e n c e  a n d  w i d e  e x p e r i e n c e  in f i n ance, i n v e s t m e n t s ,  or other 

b u s i n e s s  m a n a g e m e n t - r e l a t e d  field s.

(c) T h e  b o a r d  s h a l l  a n n u a l l y  e l e c t  a c h a i r m a n  f r o m  among its 

m e m b e r s .

* Sec. 2. AS 3 7 . 1 3 . 0 6 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 0 6 0 .  T E R M  OF O F FICE. T h e  p u b l i c  m e m b e r s  of the
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I

b o a r d  s h a l l  be a p p o i n t e d  for t e r m s  of four [THREE] years, and t h e y  m a y

b e  r e a p p o i n t e d  [ S U B J E C T  T O  C O N F I R M A T I O N  B Y  A M A J O R I T Y  OF T H E  M E M B E R S  OF

T H E  L E G I S L A T U R E  I N  JOINT' S E S S I O N ] ,  T h e  t e r m s  of the p u b l i c  m e m b e r s  
► * 1

[TERMS] s h a l l  be s t a g g e r e d  so th at n o  m o r e  t h a n  o n e  t e r m  of a p u b l i c

m e m b e r  e x p i r e s  e a c h  y e a r . [ I N I T I A L  T E R M S  FOR M E M B E R S  O T H E R  T H A N  T H E

C O M M I S S I O N E R  OF R E V E N U E - S H A L L  BE T W O  M E M B E R S  S E R V I N G  FOR O N E  YEAR, T W O  

M E M B E R S  S E R V I N G  FOR T W O  YEARS, A N D  O N E  M E M B E R  S E R V I N G  FOR T H R E E  Y E ARS .]

* S e c . -3. AS 3 7 . 1 3 . 0 7 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 0 7 0 .  R E M O V A L  A N D  V A C A N C I E S .  (a) T h e  g o v e r n o r  m a y  :

.f o r  g o o d  c a u s e  r e m o v e  a- m e m b e r  o f  the b o a r d  f r o m  o f f ice.  [HOWEVER, T H E  

R E M O V A L  O F  A M E M B E R  O F  T H E  B O A R D  IS S U B J E C T  T O  D I S A P P R O V A L  B Y  A  V O T E  OF 

A M A J O R I T Y  OF T H E  M E M B E R S  O F  T H E  L E G I S L A T U R E  A T  T H E  F I R S T  JOINT’ S E S S I O N  

H E L D  10 OR M O R E  D A Y S  A F T E R  T H E  L E G I S L A T U R E  R E C E I V E S  N O T I C E  OF T H E  R E M O V A L  

'FROM T H E  G O V E R N O R .  ] A  r e m o v a l  b y  the g o v e r n o r  shall be in w r i t i n g  and 

s h a l l  s t a t e  the r e a s o n  for the r e m o v a l .  A member' w h o  is r e m o v e d  b y  the 

g o v e r n o r  m a y  not p a r t i c i p a t e  in b o a r d  b u s i n e s s  a n d  m a y  n o t  be c o u n t e d  

f o r  p u r p o s e s  of e s t a b l i s h i n g  a q u o r u m  a f t e r  [ B E T W E E N  T H E  TIME] h e  r e­

c e i v e s  w r i t t e n  n o t i c e  of h i s  r e m o v a l  f r o m  t h e  g o v e r n o r  [AND T H E  T I M E  

. T H A T  T H E  L E G I S L A T U R E ' S  P O W E R  T O  D I S A P P R O V E  T H E  R E M O V A L  U N D E R  T H I S  S U B­

S E C T I O N  EXPIRE S. IF T H E  L E G I S L A T U R E  D I S A P P R O V E S  T H E  R E M O V A L  OF A B O A R D  

M E M B E R ,  T H E  B O A R D  M E M B E R  S H A L L  BE R E I N S T A T E D ] .

(b) A v a c a n c y  on the b o a r d  s h a l l  b e  p r o m p t l y  f i l l e d  b y  a p p o i n t m e n t  

b y  the g o v e r n o r  [AND C O N F I R M A T I O N  B Y  A M A J O R I T Y  O F  T H E  M E M B E R S  OF T H E  

L E G I S L A T U R E  I N  J O I N T  S E S S I O N ] .  An a p p o i n t e e  to a v a c a n c y  shall h o l d  

o f f i c e  for the b a l a n c e  of the t e r m  for w h i c h  his p r e d e c e s s o r  on the 

b o a r d  was a p p o i n t e d .  [IF A V A C A N C Y  A R I S E S  O N  T H E  B O A R D  W H I L E  T H E  L E G I S­

L A T U R E  IS NOT IN SESSION, T H E  G O V E R N O R  M A Y  A P P O I N T  AN I N T E R I M  B O A R D  

M E M B E R  W H O  S H A L L  E X E R C I S E  T H E  P O W E R S  OF A B O A R D  M E M B E R  U N T I L  T H E  L E G I S­

L A T U R E  F A I L S  T O  C O N F I R M  T H E  A P P O I N T M E N T  OF T H E  I N T E R I M  B O A R D  M E M B E R . ]
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(u) A v a c a n c y  o n  the b o a r d  does n o t  i m p a i r  the a u t h o r i t y  of a 

q u o r u m  of t h e  b o a r d  to e x e r c i s e  all the p o w e r s  and p e r f o r m  all t h e  

d u t i e s  of the board.

Sec. 4. AS 3 7 . 1 3 . 0 9 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 0 9 0 .  C O M P E N S A T I O N  O F  B O A R D  M E M B E R S .  T h e  b o a r d  shall 

d e t e r m i n e  the c o m p e n s a t i o n  of t h e  m e m b e r s  of the b o a r d  s u b j e c t  to a p­

p r o v a l  b y  the l e g i s l a t u r e  in a c c o r d a n c e  w i t h  AS 37.07. C o m p e n s a t i o n  for 

m e m b e r s  o f  the b o a r d  shall be r e q u e s t e d  as p a r t  of the o p e r a t i n g  b u d g e t  

of the b o a r d  (AS 3 7 . 1 3 . 1 5 0 ) .  M e m b e r s  [ P UBL IC M E M B E R S  OF T H E  B O A R D  R E­

CE I V E  A N  H O N O R A R I U M  O F  $400 F O R  E A C H  M E E T I N G  DAY IF T H E Y  A T T E N D  T H E  ‘ 

M E E T I N G .  A L L  MEMBERS], of the b o a r d  a r e  e n t i t l e d  to per d i e m  a n d  t r avel 

a l l o w a n c e s  as p r o v i d e d  b y  l a w  for m e m b e r s  of s t a t e  b oards  and c o m m i s­

sio n s  .

Sec. 5. AS 3 7 . 1 3 . 1 2 0 ( g )  is a m e n d e d  to read:

(g) S u b j e c t  to the l i m i t a t i o n s  c o n t a i n e d  in [(h) A N D  (i) OF] this

s e c t i o n ,  the b o a r d  m a y  i n v e s t  c o r p o r a t i o n  a s s e t s  at such c o m p e t i t i v e

n a t i o n a l  m a r k e t  r a t e s  or p r i c e s  as a r e  a p p l i c a b l e  to each i n v e s t m e n t  
* '

o n l y  in

(1 ) o b l i g a t i o n s  of, or o b l i g a t i o n s  i n s u r e d  by or g u a r a n t e e d  

by, the U n i t e d  S t a t e s  or a g e n c i e s  or i n s t r u m e n t a l i t i e s  of the U n i t e d  

S t a t e s ;

(2) o b l i g a t i o n s  s e c u r e d  b y  r e s e r v e s  p a i d  in b y  the U n i t e d  

S t a t e s  or a g e n c i e s  or i n s t r u m e n t a l i t i e s  of the U n i t e d  States or o b l i g a­

tions of c o r p o r a t i o n s  in w h i c h  the U n i t e d  S t a t e s  is a s h a r e h o l d e r  or 

m e m b e r ;

(3) c e r t i f i c a t e s  of d e p o s i t  and t e r m  d e p o s i t s  of [ISSUED BY]

U n i t e d ' S t a t e s  d o m e s t i c  b a n k s  w h i c h  are m e m b e r s  of the F e d e r a l  D e p o s i t

I n s u r a n c e - C o r p o r a t i o n  and [FOR] w h i c h  m a y  be r e a d i l y  sold in a [ G E N E R A L L Y

R E C O G N I Z E D ]  s e c o n d a r y  m a r k e t  at p r i c e s  r e f l e c t i n g  fair value [EXISTS] or
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w h i c h  a r e  f u l l y  s e c u r e d  at a ll times as to p a y m e n t  of p r i n c i p a l  and 

i n t e r e s t’as [BY I N V E S T M E N T S ]  d e s c r i b e d  in _(m)_ [(1), (2), (8 ) OR (12) - 

(16)] of this s e c t i o n  [SU BSECTION; T H E  S E C U R I T Y  P L E D G E D  U N D E R  THIS P A R A­

G R A P H  S H A L L  BE AT L E A S T  E Q U A L  T O  T H E  F A C E  V A L U E  O F  T H E  D E P O S I T  A N D  T H E  

B O A R D  M A Y  R E Q U I R E  S U B S T I T U T I O N  OF C O L L A T E R A L ] ;

(4) c e r t i f i c a t e s  of d e p o s i t  and t e r m  d e p o s i t s  [SHARES] of 

f e d e r a l l y  c h a r t e r e d  .savings and l o a n  [LOANS] a s s o c i a t i o n s  in A l a s k a  

w h i c h  m a y  be r e a d i l y  sold  in a s e c o n d a r y  m a r k e t  at p r i c e s  r e f l e c t i n g  

f a i r  v a l u e  or w h i c h  are f u l l y  s e c u r e d  at all times as to p a y m e n t s  of .. 

p r i n c i p a l  and i n t e r e s t  as [BY I N V E S T M E N T S ]  d e s c r i b e d  in (m) [(1), (2)]. 

of this s e c t i o n  [ S U BSECTIO N];

(5) [SAVINGS] certificates, of d e p o s i t  a n d  t e r m  d e p o s i t s  of 

[I SSUED BY] s t a t e  c h a r t e r e d  s a v i n g s  and l o a n  a s s o c i a t i o n s  in A l a s k a  

w h i c h  m a y  be r e a d i l y  sold  in a s e c o n d a r y  m a r k e t  at p r i c e s  r e f l e c t i n g  

fair v a l u e  or w h i c h  are f u l l y  s e c u r e d  at all times as to p a y m e n t s  of 

p r i n c i p a l  a n d  i n t e r e s t  as_ [BY I N V E S T M E N T S ]  d e s c r i b e d  in (m) [(1), (2)]
i ” “

of this s e c t i o n  [ S U B SECT ION];

(6 ) c e r t i f i c a t e s  of d e p o s i t  and t e r m  d e p o s i t s  of [DEPOSITS  

• W I T H ]  m u t u a l  s a v i n g s  b a n k s  i n  A l a s k a  w h i c h  m a y  be r e a d i l y  sold in a

s e c o n d a r y  m a r k e t  at p r i c e s  r e f l e c t i n g  f a i r  v a l u e  or w h i c h  are f u l l y  

s e c u r e d  at all times as to p a y m e n t s  of p r i n c i p a l  and interest- a ^  [BY 

I N V E S T M E N T S ]  d e s c r i b e d  in _(m)_ [(1),. (2)] of this s e c t i o n  [SUBSE CTION];

(7) f i x e d - t e r m  c e r t i f i c a t e s  of i n d e b t e d n e s s  of f e d e r a l l y  i n­

s u r e d  c r e d i t  u n i o n s  in A l a s k a  w h i c h  m a y  be r e a d i l y  sold in a s e c o n d a r y  

m a r k e t  at p r i c e s  r e f l e c t i n g  fair v a l u e  or w h i c h  are f u l l y  s e c u r e d  at all 

t i m e s  as to p a y m e n t s  of p r i n c i p a l  and i n t e r e s t  as_. [BY I N V E S T M E N T S ]  d e­

s c r i b e d  in (m) [(1), (2)] of this s e c t i o n  [SUBSE C T I O N ] ;

(8 ) c o r p o r a t e  debt s e c u r i t i e s  w h i c h  are r a t e d  AA or b e t t e r  by

a n a t i o n a l l y ' r e c o g n i z e d  r a t i n g  s e r v i c e ;
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(9) s h o r t - t e r m  c o r p o r a t e  p r o m i s s o r y  n o t e s  of the h i g h e s t  

r a t i n g s  a s s i g n e d  b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  service;

(10) b a n k e r s '  a c c e p t a n c e s  d r a w n  o n  and a c c e p t e d  b y  U n i t e d  

S t a t e s  b a n k s  e a c h  of w h i c h  h a v e  a c o m b i n e d  c a p i t a l  and s u r p l u s  a g g r e­

g a t i n g  a t  l e a s t  $ 2 0 0 ,0 0 0 ,0 0 0 ;

( 1 1 ) r e p u r c h a s e  a g r e e m e n t s ,  t h e  s e c u r i t i e s  u n d e r l y i n g  the 

a g r e e m e n t s  b e i n g  any of the i t e m s  in (1) - (3) a n d  (8 ) '- (10) o f  this 

s u b s e c t i o n ;

(12) the g u a r a n t e e d  p o r t i o n  of F e d e r a l  S m a l l  B u s i n e s s  A d m i n i s­

t r a t i o n  l o a n s ;

(13) the p o r t i o n  of f i r s t  l i e n  r e a l  e s t a t e  m o r t g a g e s  g u a r a n t e e d  

b y  the F e d e r a l  V e t e r a n s  A d m i n i s t r a t i o n  [ A S S O C I A T I O N ] ;

(14) the p o r t i o n s  of b u s i n e s s  a n d  i n d u s t r i a l  loans m a d e  u n d e r  

"the R u r a l  D e v e l o p m e n t  Act o f  1972 w h i c h  a r e  g u a r a n t e e d  b y  the F a r m e r ' s  

H o m e  A d m i n i s t r a t i o n ;

(15) the g u a r a n t e e d  p o r t i o n  of F a r m e r ' s  H o m e  A d m i n i s t r a t i o n

l o a n s ;  .

(16) n o t e s  s e c u r e d  b y  m o r t g a g e s  g r a n t i n g  a first lien o n  c o m­

m e r c i a l  or [OF] r e s i d e n t i a l  r e a l  e s t a t e  i m p r o v e d  by c o m p l e t e d  b u i l d i n g s  

i f  the m o r t g a g e s  are i n s u r e d  b y  a p r i v a t e  m o r t g a g e  i n s u r a n c e  c o r p o r a t i o n  

w h i c h  is a u t h o r i z e d  to do b u s i n e s s  i n  A l a s k a  a n d  h a s  c o m b i n e d  c a p i t a l  

a n d  [,} s u r p l u s  [AND R E S E R V E S ]  a g g r e g a t i n g  at leas t • $20, 000, 000 ,■ and if 

l o a n - t o - v a l u e  r a t i o s  do not e x c e e d  75 p e r c e n t  for c o m m e r c i a l  m o r t g a g e s  

an d  90 p e r c e n t  for r e s i d e n t i a l  m o r t g a g e s ; h o w e v e r , [THE M I N I M U M  C O V E R A G E  

S H A L L  BE 10 P E R C E N T  F O R  L O A N S  H A V I N G  A L O A N - T O - V A L U E  R A T I O  OF LESS T H A N  

90 P E R C E N T ,  A N D  T H E  M I N I M U M  C O V E R A G E  S H A L L  BE 20 P E R C E N T  FOR L O A N S  

H A V I N G  A L O A N - T O - V A L U E  R A T I O  O F  90 P E R C E N T  OR M O R E . ]

(A) no m o r t g a g e  i n s u r a n c e  is n e c e s s a r y  for c o m m e r c i a l  

l oans h a v i n g  l o a n - t o - v a l u e  r a t i o s  of less t h a n  50 p e r c e n t  and the

-5- CSSSSB 684(Fin)
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1 m i n i m u m  c o v e r a g e  of o t h e r  c o m m e r c i a l  loans sh all be 10 p e r c e n t  for 

t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  of 50 - 60 p e r c e n t  and 15 p e r c e n t

fo r  t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  than  60 p e r c e n t  b u t  

no m o r e  t h a n  75 p e r c e n t ,  a n d

(B) n o  m o r t g a g e  i n s u r a n c e  is n e c e s s a r y  for r e s i d e n t i a l  

l o a n s  h a v i n g  a l o a n - t o - v a l u e  r a t i o  of less t h a n  70 p e r c e n t  and the 

m i n i m u m  c o v e r a g e  of o t h e r  r e s i d e n t i a l  loans s hall be 10 p e r c e n t  for 

t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  t h a n  70 p e r c e n t  but less 

t h a n  90 p e r c e n t  a n d  20 p e r c e n t  f o r  those h a v i n g  a l o a n - t o - v a l u e  

r a t i o  cf 90 p e r c e n t ;

(17) n o t e s  s e c u r e d  b y  m o r t g a g e s  g r a n t i n g  a f i r s t  lien o n  c o m­

m e r c i a l  r e a l  e s t a t e  i m p r o v e d  b y  c o m p l e t e d  b u i l d i n g s  if the o r i g i n a t i n g  

f i n a n c i a l  i n s t i t u t i o n  r e t a i n s  at least 25 p e r c e n t  o f  the m o r t g a g e  u ntil 

m a t u r i t y ;

(18) p r e f e r r e d  and c o m m o n  s t o c k  of c o r p o r a t i o n s  i n c o r p o r a t e d

i n  the U n i t e d  S t a t e s , on w h i c h  d i v i d e n d s  h a v e  b e e n  paid in each of the

t h r e e  y e a r s  i m m e d i a t e l y  p r e c e d i n g  the i n v e s t m e n t ;
< *

(19) d e b t  s e c u r i t i e s  o f  f o r e i g n  g o v e r n m e n t s  or c o r p o r a t i o n s , 

w h i c h  are d e n o m i n a t e d  in U n i t e d  S t a t e s  c u r r e n c y ,  a n d  p r e f e r r e d  and c o m m o n

_2a.ll
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s t o c k  of f o r e i g n  c o r p o r a t i o n s  w h i c h  are of s u b s t a n t i a l l y  e q u i v a l e n t  

q u a l i t y  as t h o s e  d o m e s t i c  s e c u r i t i e s  p e r m i t t e d  u n d e r  this section;

(2 0 ) c e r t i f i c a t e s  of d e p osit, t e r m  d e p o s i t s ,  or b a n k e r s '  a c c e p­

ta n c e s ,  w h i c h  are i s s u e d  b y  a U n i t e d  S t a t e s  b a n k  or trust c o m p a n y  

l o c a t e d  in a f o r e i g n  c o u n t r y  and are d e n o m i n a t e d  in U n i t e d  States c u r­

re n c y ,  if e i t h e r  (A) t h e y  m a y  be r e a d i l y  sold in a s e c o n d a r y  m a r k e t  

at p r i c e s  r e f l e c t i n g  f a i r  value, or (B) the i s s u i n g  b a n k  or trust c o m­

p a n y  h a s  c a p i t a l  and s u r p l u s  at the date of i s s u e . e q u a l l i n g  at least 

$ 5 0 0 , 0 0 0 , 0 0 0 ;  i n v e s t m e n t s  m a d e  u n d e r  this p a r a g r a p h  are not s u bject to 

t h e  c o l l a t e r a l  r e q u i r e m e n t s  for d o m e s t i c  c e r t i f i c a t e s  u n d e r  (m) of this

• - 6 - C S S S S B  6 8 4 (Fin)



s e c t i o n ;

‘(2 1 ) e q u i t y  i n t e r e s t s  in, and debt o b l i g a t i o n s  s e c u r e d  b y  

m o r t g a g e s  g r a n t i n g  a f i r s t  lien on, r e a l  e s t a t e  i m p r o v e d  b y  c o m p l e t e d  

a n d  s u b s t a n t i a l l y  r e n t e d  b u i l d i n g s  a n d  l o c a t e d  in the U n i t e d  States, if 

t h e s e  i n v e s t m e n t s  are m a d e

(A) in a c o r p o r a t i o n ,  p a r t n e r s h i p ,  trust, or oth er 

e n t i t y  i n  w h i c h ,  at the c o n c l u s i o n  of e a c h  i n v e s t m e n t  t r a n s a c t i o n ,

.at l e a s t  60 p e r c e n t  of the b e n e f i c i a l  o w n e r s h i p  i n t e r e s t s  a re h e l d  

b y  o t h e r  i n s t i t u t i o n a l  i n v e s t o r s ,  a n d  w h i c h  is o r g a n i z e d  and o p e r - . 

a t e d  for the p u r p o s e  of m a k i n g  real e s t a t e  i n v e s t m e n t s  b y  a bank, 

i n s u r a n c e  c o m p a n y ,  or o t h e r  m a n a g e r  of i n s t i t u t i o n a l  funds w h i c h  

h a s  h a d  at l e a s t  fiv e y e a r s  of e x p e r i e n c e  in the m a n a g e m e n t  of real 

e s t a t e  i n v e s t m e n t s  of i n s t i t u t i o n a l  i n v e s t o r s ;  or

(B) in c o n j u n c t i o n  w i t h  and on s u b s t a n t i a l l y  the same  

t e r m s  as an e n t i t y  d e s c r i b e d  in (A) of this p a r a g r a p h .

Sec. 6 . A S  3 7 . 1 3 . 1 2 0 ( i )  is r e p e a l e d  a nd r e e n a c t e d  to read:

(i) At the ti me of e a c h  i n v e s t m e n t ,  t h e  a g g r e g a t e  i n v e s t m e n t  of 

t h e  A l a s k a  p e r m a n e n t  f u n d  in e a c h  s t a t e d  c a t e g o r y  of i n v e s t m e n t  m a y  not 

e x c e e d  the f o l l o w i n g  s t a t e d  p e r c e n t a g e  of the total, i n v e s t m e n t s  of the 

fund: m o r t g a g e s  u n d e r  (g)(16) o f  this s e c t i o n ,  15 p e r c e n t ;  r e a l  e state

i n v e s t m e n t s  u n d e r  (g )(21) of this s e c t i o n ,  15 p e r c e n t ;  f o r e i g n  securities 

u n d e r  (g)(19) of this section, 10 p e r c e n t ;  f o r e i g n  c e r t i f i c a t e s  of 

d e p o s i t  or the e q u i v a l e n t  u n d e r  ( g ) (2 0 ) of this s e c tio n, 20 p e r cent;  

c o r p o r a t e  s t o c k s  a n d  debt, s e c u r i t i e s  u n d e r  ( g ) ( 8 ), (9), a n d  (18) of this 

s e c t i o n ,  5 0  p e r c e n t .  T h e  A l a s k a  p e r m a n e n t  fund m a y  at no time o w n  m o r e  

t h a n  five p e r c e n t  of the v o t i n g  s t o c k  of a c o r p o r a t i o n .  D o m e s t i c  stocks, 

e x c e p t  for b a n k  a n d  i n s u r a n c e  c o m p a n y  stocks, m u s t  be l i s t e d  at the date 

of p u r c h a s e  o n  an e x c h a n g e  r e g i s t e r e d  w i t h  the S e c u r i t i e s  and E x c h a n g e  

C o m m i s s i o n .
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* Sec. 7. A S  3 7 . 1 3 . 1 2 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(m) C e r t i f i c a t e s  of d e p o s i t  or the e q u i v a l e n t  i n s t r u m e n t s  w h i c h  

a r e  n o t  o f  a q u a l i t y  that m a y  b e  r e a d i ' y  s o l d  in a s e c o n d a r y  m a r k e t  at 

p r i c e s  r e f l e c t i n g  fair v a l u e  m u s t  b e  s e c u r e d  b y  a p l e d g e  as c o l l a t e r a l  

o f  i n v e s t m e n t s  a u t h o r i z e d  for t h e  A l a s k a  p e r m a n e n t  f u n d  u n d e r  (g)(1),

(2), (8 ), or (12) - (17) of this section, w h i c h  i n v e s t m e n t s  h a v e  v a l u e  

a t  l e a s t  e q u a l  to the f a c e  v a l u e  of the c e r t i f i c a t e  of deposit. T h e  

b o a r d  m a y  r e q u i r e  s u b s t i t u t i o n  o f  c o l l a t e r a l  in o r d e r  to e n s u r e  c o n t i n u e d  

, s a t i s f a c t i o n  of the r e q u i r e m e n t s  set out in this s u b s e c t i o n .
»

* Sec. 8 . AS 3 7 . 1 3 . 1 4 0  is r e p e a l e d  a n d  reenacted" to read:

Sec. 3 7 . 1 3 . 1 4 0 ,  INCOME. N e t  i n c o m e  of the c o r p o r a t i o n  m u s t  be 

c o m p u t e d  a n n u a l l y  as of the last d a y  of the f i s c a l  year in a c c o r d a n c e  

w i t h  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s ,  e x c l u d i n g  a n y  u n r e a l i z e d  

g a i n s  or l o sses. I n c o m e  a v a i l a b l e  for d i s t r i b u t i o n  equals the a v e r a g e  

n e t  i n c o m e  of the c o r p o r a t i o n  for the last f i v e  f i s c a l  years, i n c l u d i n g  

t he f i s c a l  y e a r  j u s t  ended, but m a y  not e x c e e d  net i n c o m e  of the c o r p o r a­

t i o n  for the f i s c a l  y e a r  j u s t  e n d e d  plus the b a l a n c e  in the u n d i s t r i b u t e d
< *

i n c o m e  a c c o u n t  d e s c r i b e d  in AS 3 7 . 1 3 . 1 4 5 .

* Sec. 9. AS 3 7 . 1 3  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 7 . 1 3 . 1 4 5 .  D I S P O S I T I O N  O F  INCOME'. At the end of each fiscal 

year, a n  a m o u n t  e q u a l  to 50 p e r c e n t  of n e t  i n c o m e  as d e f i n e d  in AS 37.-

13.140,  e x c l u d i n g  i n c o m e  on the u n d i s t r i b u t e d  i n c o m e  a c c o u n t  in the 

A l a s k a  p e r m a n e n t  fund, s h a l l  be t r a n s f e r r e d  to the p r i n c i p a l  of the 

A l a s k a  p e r m a n e n t  f u n d  for r e i n v e s t m e n t .  T h e  o t h e r  50 p e r c e n t  of n e t  

i n c o m e  as d e f i n e d  in AS 3 7 . 1 3 . 1 4 0  s h ^ l l  be t r a n s f e r r e d  to the u n d i s t r i­

b u t e d  i n c o m e  a c c o u n t .  M o n e y  in the u n a i s t r i b u t e d  i n c o m e  a c c o u n t  shall be 

i n v e s t e d  in i n v e s t m e n t s  a u t h o r i z e d  u n d e r  AS 3 7.13.120. I n c o m e  f r o m  the

» • s.
i n v e s t m e n t  of the u n d i s t r i b u t e d  i n c o m e  a c c o u n t  shall be t r e a t e d  as an 

a d d i t i o n  to t h a t  account.*
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* Sec. 10. A S  3 7 . 1 3 . 1 5 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 1 5 0 .  C O R P O R A T I O N  [BOARD] BUDGET. T h e  r e v e n u e s  g e n e r a­

t e d  b y  the c o r p o r a t i o n s  i n v e s t m e n t s  m u s t  be i d e n t i f i e d  as the s o u r c e  

of the o p e r a t i n g  b u d g e t  of the c o r p o r a t i o n  in the s t a t e’s o p e r a t i n g  

b u d g e t  u n d e r  [BOARD IS. F R O M  T H E  G E N E R A L  FUND AND IS S U B J E C T  TO] the

E x e c u t i v e  B u d g e t  Act (AS 3 7 . 0 7 . 0 1 0  - 3 7 . 0 7 . 1 3 0 ) .  T h e  u n e x p e n d e d  b a l­

a n c e  of the c o r p o r a t i o n’s a nnual o p e r a t i n g  b u d g e t  does n o t  lapse at 

the end of the f i s c a l  year but s h a l l  be t r e a t e d  as i n c o m e  u n d e r  AS 3 7 . - 

•1 3 . i40.

* Sec. 11. A S  3 7 . 1 3 . 1 6 0  is a m e n d e d  ito read:

Sec. 3 7 . 1 3 . 1 6 0 .  A U DITS. T h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t­

te e  m a y  [SHALL] p r o v i d e  for an a n n u a l  p o s t  a u d i t  and a n n u a l  o p e r a t i o n a l  

a n d  p e r f o r m a n c e  e v a l u a t i o n s  of the c o r p o r a t i o n ' s  i n v e s t m e n t s  and i n v e s t­

m e n t  p r o g r a m s .

* Sec. 12. AS 3 7 . 1 3  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 7 . 1 3 . 2 0 5 .  R E G U L A T I O N S .  T h e  b o a r d  m a y  a dopt r e g u l a t i o n s  

u n d e r  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62) to i n t e r p r e t  and

i *
i m p l e m e n t  this c h a p ter.

* Sec. 13. A S  3 7 . 1 3 . 1 3 0  is r e p e a l e d .

* Sec. 14. T r a n s i t i o n  to f o u r - y e a r  terms for m e m b e r s  of the B o a r d  of 

r u s t e e s  of the A l a s k a  P e r m a n e n t  Fund C o r p o r a t i o n  as p r o v i d e d  in A S  3 7 . 1 3 . 0 6 0  

s a m e n d e d  in sec. 2 of this Act s h a l l  be i m p l e m e n t e d  as f o l lows: at the 

x p i r a t i o n  of - the p r e s e n t  t e r m  of e a c h  p u b l i c  m e m b e r ,  the g o v e r n o r  shall 

p p o i n t  a r e p l a c e m e n t ,  or r e a p p o i n t  the p r e s e n t  m e m b e r ,  for a ter' of four 

ears. W i t h i n  90 days a f t e r  the e f f e c t i v e  d a t e  of this Act, the g o v e r n o r  

h a l l  a p p o i n t  a p u b l i c  m e m b e r  to r e p l a c e  one of the two p r e s e n t  h e a d s  of 

r i n c i p a l  d e p a r t m e n t s  o t h e r  t h a n  the c o m m i s s i o n e r  of revenue, to serve for a 

er m  of four y e a r s  or less w h i c h  terra e x p i r e s  in a year w h e n  no other p u b l i c  

e m b e r ' s  term e x p i r e s .  T h e  h e a d  of a p r i n c i p a l  d e p a r t m e n t  w h o  is to be r e­

. -9- CSSSSB 6 8 4 (Fin)
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p laced s h a l l  c o n t i n u e  to s e r v e  o n  the b o a r d  u n t i l  the a p p o i n t m e n t  of a r e­

pla c e m e n t .

* Sec. 15. T R A N S I T I O N .  (a) A l l . i n c o m e  e a r n e d  b y  the A l a s k a  p e r m a n e n t  

fund b e f o r e  the e f f e c t i v e  d a t e  of this A ct that is not i n c o m e  a v a i l a b l e  for 

d i s b u r s e m e n t  s h a l l  b e  t r a n s f e r r e d  to the u n d i s t r i b u t e d  i n c o m e  a c c o u n t  e s t a b­

lis h e d  in AS 3 7 . 1 3 . 1 4 5  a d d e d  b y  sec. 9 of this Act. H o w e v e r ,  the a m o u n t  

t r a n s f e r r e d  u n d e r  this s e c t i o n  shall b e  r e d u c e d  b y  an a m o u n t  equal to o n e - h a l f  

of the i n c o m e  a v a i l a b l e  f o r  d i s b u r s e m e n t  f o r  f i s c a l  y e a r  1983.

.(b) T h e  a m o u n t  e q u a l  to the r e d u c t i o n  in i n c o m e  u n d e r  (a) of this 

s e c t i o n  s h a l l  b e  t r a n s f e r r e d  to the g e n e r a l  fund.

(c) In this s e c t i o n  " i n c o m e  a v a i l a b l e  for d i s b u r s e m e n t "  s h a l l  b e  d e t e r­

mined as set o u t  in A S  3 7 . 1 3 . 1 4 0  b e f o r e  a m e n d m e n t  b y  this Act.

* Sec. 16. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1982.

. -10- CSSSSS 6 8 4 (Fin)
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E F F E C T S  O F  I N F L A T I O N  O N  T H E  R E A L  C A P I T A L  A N D  R E A L  I N C O M E  O F  T H E  P E R M A N E N T  F U N D

A s s u m p t i o n s

(1) $ 1 0 . 0  b i l l i o n  ( starting ) c a p i t a l ,  no f u r t h e r  c o n t r i b u t i o n s

(2) 10% i n f l a t i o n  rat e, u s i n g  the G N P  D e f l a t o r  (whic h puts a s i d e  tax p a y m e n t s ) ,  the n a t i o n a l  
C o n s u m e r  P r i c e  I n d e x  (w h i c h  i n c l u d e s  tax p a y m e n t s ) ,  or the A n c h o r a g e  CPI (a loc a l  r e f e r e n c e  
for p r i c e  c h a n g e s  in p r i v a t e  and, to a l e s s e r  e xtent, p u b l i c  g o o d s  a n d  s e r v i c e s ) .

(3) 15% t o t a l  r e t u r n  o n  i n v e s t m e n t ,  w h i c h  i n c l u d e s  i n t e r e s t ,  d i v i d e n d s ,  r e a l i z e d  a n d  u n r e a l i z e d  
c a p i t a l  g a i n s  and l o s s e s .  T h i s  is d e e m e d  to i n c l u d e  r e t u r n s  from the r e i n v e s t m e n t  o f  i n c o m e  

d u r i n g  the c o u r s e  o f  the year.

Rea l  R e a l  Real
C a p i t a l  C a p i t a l  C a p i t a l  R e a l  C a p i t a l  C a p i t a l  Rea l  C a p i t a l  C a p i t a l  R e a  L
Y e a r  1 I n c o m e  Y e a r  10 Y e a r  10 I n c o m e  I n c o m e  Y e a r  20 Y e a r  20 I n c o m e  I n c o m e  Y e a r  30 Y e a r  30 I n c o m e  In c o m e

A l l  R e t u r n s  $10 . 0  1. 5 0 0  1 0.0 3. 8 6 0  1 . 5 0 0  .578 10. 0  1 . 4 9 0  1.5 0 0  .223 1 0.0 .570 1.5 0 0  .036

P a i d  O v e r

R e a l  R e t u r n s  10.0 .500 2 5 . 9 4 0  10.0 1.2 9 7  .500 6 7 . 2 7 0  1 0.0 3.364 .500 1 7 4 . 4 9 0  10.0 8. 7 2 0  .500

(5%) P a i d  O v e r

All R e t u r n s  10.0 4 0 . 4 6 0  1 5 . 5 9 9  2 . 0 2 3  .780 1 6 3 . 6 7 0  2 4 . 3 2 9  8.184 1.217

R e t a i n e d  in
Fund

P r e p a r e d  b y  J a m e s  B. Rh o d e
S p e c i a l  A s s i s t a n t  to the T r u s t e e s  
A l a s k a  P e r m a n e n t  Fun d

19 A u g u s t  1981
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PREFACE

S e n a t o r  M u l c a h y ,  C h a i r m a n
S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e

J a m e s  B. R h o d e /  S p e c i a l  A s s i s t a n t  t o  the T r u s t e e s  
A l a s k a  P e r m a n e n t  F u n d

M a r c h  12, 1981

S e c t i o n a l  A n a l y s i s  of S p o n s o r  S u b s t i t u t e  for SB 684

N e a r l y  one y e a r  ago, the T r u s t e e s  of the A l a s k a  P e r m a n e n t  F u n d  
a n d  t h e  S p e c i a l  L i a i s o n  C o m m i t t e e  of the L e g i s l a t u r e ,  c h a i r e d  
b y  S e n a t o r  S t u r g u l e w s k i ,  b e g a n  a s e r i e s  of s e m i n a r s  a n d  w o r k  
s e s s i o n s  on t h e  f u t u r e  of the Fund.

F r o m  t h e  f i r s t ,  it w a s  a g r e e d  t o  e x p l o r e  t h e  i s s u e s  i n  t h e  
c o n t e x t  of h o w  all the oil r e v e n u e s  w e r e ,  or m i g h t  be, spent. 
T h i s  w a s  t o  i n s u r e  t h a t  a n y  n e w  r o l e  f o r  t h e  F u n d  w o u l d  be 
c o n s i s t e n t  w i t h  i t s  f u n d a m e n t a l  p u r p o s e s  and,  too, w o u l d  be 
m o r e  s u i t a b l y  l o d g e d  in the F u n d  t h a n  e l s e w h e r e .

M e e t i n g  at v a r i o u s  p o i n t s  in the state, the g r o u p  e x a m i n e d  the 
i d e a s  of e c o n o m i s t s ,  f i n a n c i a l  s p e c i a l i s t s ,  m a j o r  A l a s k a n  
i n t e r e s t s ,  a n d  the g e n e r a l  p u blic. T h i s  i s - f u r t h e r  d e s c r i b e d  
i n  t h e  A n n u a l  R e p o r t  of t h e  F u n d  (pp. 3, 5 - 7 ) .  T h e  a n a l y s i s  
o f f e r e d  b y  v a r i o u s  p r o f e s s i o n a l s  is s o o n  to be p u b l i s h e d  u n d e r  
t h e  h e a d i n g  of T h £  T r u s t e e  Papet-S. A  s p e c i a l  e d i t i o n ,  i n c l u d­
i n g  f o r m a l  s t a t e m e n t s  f r o m  v a r i o u s  g r o u p s  a n d  c i t i z e n s ,  h a s  
b e e n  c o m p i l e d  for the c o m m i t t e e s  of r e f e r r a l  for this bill.

SUMMARY

S B  6 8 4  c o n t a i n s  t h r e e  k e y  p r o p o s a l s :  (1) h a v i n g  t h e  p u b l i c
m e m b e r s  c o m p r i s e  t h e  m a j o r i t y  of t h e  T r u s t e e s  t o  s l o w  t h e  
e f f e c t s  of a c h a n g e  of a d m i n i s t r a t i o n  or a c h a n g e  in p o l i t i c a l  
m o o d s ;  (2 ) r e v i s i n g  t h e  l i s t  o f  p e r m i t t e d  i n v e s t m e n t s  t o  b e  
t h e  s a m e  a s  f o r  t h e  p e n s i o n  f u n d s  ( w i t h  s o m e  a d d e d  r e s t r i c ­
t i o n s  a n d  e x c e p t i n g  g o l d ,  w h i c h  d o e s  n o t  p r o d u c e  d i r e c t  
i n c o m e ) ,  a s  h o l d i n g  t h e  b e s t  h o p e  f o r  l o n g - t e r m  r a t e s  of 
r e t u r n  t h a t  e x c e e d  i n f l a t i o n  w i t h o u t  s a c r i f i c e  of safety; and
(3) r e i n v e s t i n g  o n e - h a l f  t h e  F u n d ' s  e a r n i n g s  t o  p r o t e c t  t h e  
b u y i n g  p o w e r  o f  t h e  F u n d ' s  p r i n c i p a l  a n d  i n c o m e  f r o m  
i n f l a t i o n ,  a n d  p r o v i d i n g  t h a t  the r e m a i n i n g  e a r n i n g s  be p a i d  
o v e r  o n  t h e  b a s i s  o f  a f i v e - y e a r  a v e r a g e  w i t h ,  i n  e f f e c t ,  a 
r e s e r v e  to k e e p  t h o s e  p a y m e n t s  as s t a b l e  as p o s s i b l e  for s t a t e  
p l a n n i n g .
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A N A L Y S I S

S e c t i o n  1. T h e  r e p l a c e m e n t  of a c o m m i s s i o n e r  b y  a p u b l i c  
m e m b e r  i n  the c o m p o s i t i o n  of the T r u s t e e s  h a s  t h e  d u a l  e f f e c t  
of g i v i n g  t h e  p u b l i c  m e m b e r s  t h e  w o r k i n g  m a j o r i t y  a n d  r e q u i r­
i n g  t h a t  m a j o r i t y  t o  h a v e  s p e c i a l  q u a l i f i c a t i o n s  f o r  t h e i r  
o f f i c e .  I n  t h e  d i s c u s s i o n  of t h i s  p r o v i s i o n ,  it w a s  f e l t  t h a t  
t h e  C o m m i s s i o n e r  of R e v e n u e ,  a s  t h e  S t a t e ' s  c h i e f  f i s c a l  
o f f i c e r ,  m u s t  b e  f o r m a l l y  a c c o r d e d  t h e  r o l e  t h a t  h e  w i l l  
a l w a y s  e x e r c i s e  i n  A d m i n i s t r a t i o n  d e c i s i o n s  on the Fund. As  
w e l l ,  t h i s  i n s u r e s  t h e  A d m i n i s t r a t i o n  w i l l  be d i r e c t l y  
i n f o r m e d  of t h e  v i e w s  o f  t h e  T r u s t e e s .  T h e  p r o v i s i o n  t o 
e l i m i n a t e  o n e  c o m m i s s i o n e r  w a s  t o  r e c o g n i z e  t h e  g r o w i n g  
d e m a n d s  p l a c e d  u p o n  the c a b i n e t  in r e c e n t  y e a r s .  W h i l e  n o t i n g  
t h e  a d v a n t a g e  of h a v i n g  t h r e e  c o m m i s s i o n e r s  d u r i n g  t h e  o r g a n i­
z a t i o n a l  p h a s e  o f  t h e  F u n d ,  it w a s  f e l t  t h a t  i t  w o u l d  b e  
d i f f i c u l t  to e x p e c t  t h a t  m a n y  to be a b l e  to d e v o t e  the n e c e s­
sa r y  t i m e  i n d e f i n i t e l y .

S e c t i o n s  2 a n d  3 h a v e  the p r a c t i c a l  e f f e c t  of s t a g g e r i n g  t e r m s  
s o  t h a t  a g o v e r n o r  w i l l  o n l y  b e  a b l e  t o  s e l e c t  a l l  o f  t h e  
T r u s t e e s  b y  t h e  l a s t  y e a r  of h i s  t e r m .  T h i s  g i v e s  a g r e a t e r  
m e a s u r e  of i n d e p e n d e n c e  to the b o a r d  o v e r  e x i s t i n g  l a w  ( w h e r e  
t h e  next, g o v e r n o r  w o u l d  h a v e  c h o s e n  a m a j o r i t y  w i t h i n  s i x  
m o n t h s  o f  t a k i n g  o f f i c e ) ,  b u t  a l s o  m i t i g a t e s  t h e  d e l e t i o n  of 
e x i s t i n g  l a n g u a g e  (p. 2, l i n e s  2-3) w h i c h ,  o n  t h e  b a s i s  of a 
d e c i s i o n  of t h e  A l a s k a  S u p r e m e  Court, d o e s  n o t  p e r m i t  c o n f i r­
m a t i o n  b y  t h e  L e g i s l a t u r e  w i t h o u t  c o n s t i t u t i o n a l  a m e n d m e n t .

I n  l i k e  m a n n e r ,  s e c t i o n  4, r e q u i r i n g  t h a t  a g o v e r n o r  
o n l y  f o r  g o o d  c a u s e ,  is d e s i g n e d  t o  r e p l a c e  t h e  c h e c k  
e x i s t i n g  s t a t u t e  w h e r e  t h e  L e g i s l a t u r e ,  b y  v o t e ,  c a n  
r e m o v a l .

S e c t i o n  5. A  m a j o r i t y  of the T r u s t e e s  f e l t  t h a n  an a n n u a l  fee 
f o r  m e m b e r s  o f  t h e  b o a r d  w a s  j u s t i f i e d  o n  s e v e r a l  g r o u n d s ;  
T h e  m a n a g e m e n t  o f  a f u n d  of t h i s  s i z e  w i l l  i n v o l v e  w o r k i n g  
s u b c o m m i t t e e s  a n d  c o n s i d e r a b l e  t r a v e l  to m e e t  w i t h  o u t s i d e  
f u n d  m a n a g e r s ,  w i t h  f i n a n c i a l  a d v i s o r s ,  a n d  w i t h  s e n i o r  
o f f i c i a l s  i n  s i m i l a r  i n s t i t u t i o n s .  A s s u m i n g  t h e  l i k e l y  
s t a t u r e  of t h e  p u b l i c  m e m b e r s ,  it w a s  t h o u g h t  j u s t  to c o m p e n­
sa t e  t h e m  f o r  the s i g n i f i c a n t  l o s s  of i n c o m e  e n t a i l e d  by t h e i r  
w o r k ,  a n d  w i s e  to p r e v e n t  a p p o i n t e e s  f r o m  s t a t i n g  t h a t  p e r s o n a l  
c i r c u m s t a n c e s  l i m i t e d  t h e  a m o u n t  of t i m e  w h i c h  t h e y  c o u l d  
devote. T h e  a n n u a l  fee, h e r e  t i e d  w i t h  the s a l a r i e s  of l e g i s­
l a t o r s ,  i s  t o  be o n  t h e  o r d e r  of $ 2 0 , 000 a y e a r ,  w h i c h  i s  t h e  
s u m  t y p i c a l l y  p a i d  b y  l e a d i n g  c o r p o r a t i o n s  t o  o u t s i d e  
d i r e c t o r s .  T h i s  f i g u r e  w a s  c o n s c i o u s l y  set to b e  i n s u f f i c i e n t  
to d r a w  p o t e n t i a l  a p p o i n t e e s  for t h e  s a k e  of t h e  f e e  alone.

r e m o v e  
i n  t h e  
h a l t  a
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S e c t i o n  6 a d d s  t o  t h e  l i s t  of p e r m i t t e d  i n v e s t m e n t s  f o r  t h e  
F u n d  w i t h  t h e  d u a l  a i m s  of i m p r o v i n g  l o n g - t e r m ,  real e a r n i n g s  
a n d  g i v i n g  n e e d e d  d i v e r s i t y .  A t  p r e s e n t ,  t h e  F u n d  is e s s e n ­
ti a l l y  a l a r g e  " m o n e y  m a r k e t "  a c c o u n t  of t h e  k i n d  n o w  o p e n  to 

j  m a n y  p r i v a t e  i n d i v i d u a l s .  H o w e v e r ,  a n u m b e r  o f  f i n a n c i a l
s p e c i a l i s t s  h a v e  p o i n t e d  o u t  t h a t ,  o n  a v e r a g e  ove;: t h e  
d e c a d e s ,  t h e s e  s e c u r i t i e s  h a v e  o n l y  m a t c h e d  i n f l a t i o n  or h a v e  
b e e n  s o m e w h a t  n e g a t i v e  in t e r m s  of real e a r n i n g s .  The s i t u a­
t i o n  of t h e  p a s t  t w o  y e a r s ,  w i t h  as m u c h  a s  6 % r e t u r n  a b o v e  
i n f l a t i o n ,  h a p p e n e d  b u t  o n c e  b e f o r e  i n  t h i s  c e n t u r y :  1 9 3 1 ,
I n t e r e s t  r a t e s  w e r e  t h e n  a t  a b a r e  1% b u t  p r i c e  l e v e l s  h a d  
f a l l e n  5 % ,  t h u s  g i v i n g  a r e a l  i n c o m e  o f  6 %. B a s e d  o n  t h i s  
h i s t o r i c a l  d a t a ,  o u r  e x i s t i n g  i n v e s t m e n t  l i s t  p r o m i s e s  f e w  
y e a r s  i n  w h i c h  e a r n i n g s  c a n  e x c e e d  i n f l a t i o n .  In c o n t r a s t ,  
t h e  i n v e s t m e n t  a r e a s  p r o p o s e d  t o  b e  a d d e d  ( s t o c k s ,  i n c o m e  
p r o p e r t y ,  a n d  f o r e i g n  assets) h a v e  b r o u g h t  y i e l d s  in l i n e  w i t h  
t h e  l o n g - t e r m '  r e a l  g r o w t h  of t h e  U n i t e d  S t a t e s ,  2 t o  4% b e y o n d  
i n f l a t i o n  a n d ,  i n  s o m e  y e a r s ,  p a r t i c u l a r l y  i n  J a p a n  a n d  t h e  
s t r o n g e s t  e c o n o m i e s  of E u r o p e ,  the g a i n s  h a v e  b e e n  m o r e  s u b­
st a n t i a l .  T o  b e  sure, n o t  a l l  of t h e s e  i n v e s t m e n t  a r e a s  h a v e  
p e r f o r m e d  w e l l  i n  e v e r y  p e r i o d  o w i n g  t o  e c o n o m i c  c y c l e s ,  
p o l i t i c a l  a n d  o t h e r  e v e n t s ,  a n d  c h a n g e s  o f  i n v e s t o r  
p r e f e r e n c e .  I n d e e d ,  o u r  a d v i s o r s  h a v e  s t r e s s e d  t h a t  no 
g u a r a n t e e s  a g a i n s t  f l u c t u a t i o n s  c a n  be o f f e r e d  for a n y  c l a s s  
of i n v e s t m e n t s ,  n o t  e v e n  the. h i g h e s t  g r a d e  of U. S. G o v e r n m e n t  
s e c u r i t i e s .  (Actua l l y ,  in r e c e n t  y e a r s ,  t h e  l a t t e r  h a v e  s w u n g  
m o r e  s h a r p l y  a n d  m o r e  o f t e n  t h a n  o t h e r  i n s t r u m e n t s ) .  H e n c e ,  
t h e  n e c e s s i t y  o f  h a v i n g ,  n o w ,  a w i d e r  s e l e c t i o n  of p r o v e n  
i n v e s t m e n t  o p t i o n s  so t h a t  a d j u s t m e n t s  c a n  b e  t i m e l y  a n d  of 
e n o u g h  s i z e  t o  w i n  b e t t e r  r e t u r n s  w h i l e  a v o i d i n g  r e v e r s e s  - 
b o t h  in a m a n n e r  c o n s i s t e n t  w i t h  s a f e t y  of p r i n c i p a l .

It w o u l d  be w e l l  to n o t e  h e r e  t h a t  s e c t i o n  7 p l a c e s  l i m i t s  on 
t h e  e x t e n t  t o  w h i c h  i n v e s t m e n t s ,  o t h e r  t h a n  f i x e d  i n c o m e  
s e c u r i t i e s ,  c a n  be m a d e  a n d  t h e  l i m i t s  a r e  m o r e  s e v e r e  t h a n  
f o r  t h e  p e n s i o n  f u n d s .  T h e  l a c k  of a l i m i t  o n  f i x e d  i n c o m e  
s e c u r i t i e s  is n o t  b e c a u s e  the y a f f o r d  m a r k e d l y  g r e a t e r  safety; 
in c e r t a i n  m a r k e t s ,  t h e y  do not. R a t h e r ,  the p r o j e c t e d  g r o w t h  
of t h e  F u n d ,  e v e n  w i t h  d e c l i n i n g  r e v e n u e s ,  i s  s u c h  t h a t  it 
could, a b s e n t  r e s t r a i n t s ,  c a u s e  t h e s e  m a r k e t s  to rise a n d  fall 
by the v e r y  f a r t  t h a t  it w a s  b u y i n g  a n d  s e l l i n g .  Further , the 
l i m i t s  a r e  p r o p o s e d  by t he T r u s t e e s  as p a r t  of th eir c o m m i t ­
m e n t  t o  g a i n  e x p e r i e n c e  in t h e s e  n e w  a r e a s  o n  a g r a d u a l ,  
d e l i b e r a t e  b as is.

I r o n i c a l l y ,  o u r  p r e s e n t  i n v e s t m e n t  l i s t  is n o t  t r u l y  " c o n s e r v­
ative, " in the s e n s e  of p r o t e c t i n g  e i t h e r  the c u r r e n t  d o l l a r s  
or r e a l  w o r t h  o f  t h e  F u n d ' s  c o r p u s  a n d  i n c o m e .  O u r  l i s t ,  b y  
the s t a n d a r d s  of c o m p a r a b l e  i n s t i t u t i o n s  a n d  c o u r t  rulings, is 
m o r e  a c c u r a t e l y  d e s c r i b e d  as " t r a d i t i o n a l " .  M o s t  p a r t i c i p a n t s  

in the d r a f t i n g  of th is b i l l  w e r e  s t u n n e d  to l e a r n  t h a t  a $ 10
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b i l l i o n  fund, e a r n i n g  15% a ye ar, s u f f e r i n g  10% i n f l a t i o n ,  and  
p a y i n g  o v e r  a l l  of i t s  r e t u r n s ,  w o u l d  s h r i n k  i n  30 y e a r s  t o  
l e s s  t h a n  ?250 m i l l i o n  i n  value. T h e  g o o d s  a n d  s e r v i c e s  that 
c o u l d  be p u r c h a s e d  w i t h  the i n c o m e  of t h i s  f u n d  w o u l d  c o l l a p s e  
i n  t h e  s a m e  r a t i o ,  f r o m  $1.5 b i l l i o n  at t o d a y ' s  p r i c e s  to $89  
m i l l i o n  in t h r e e  d e c a d e s .  Or, m o r e  g r a p h i c  still, a d i v i d e n d  
o f  $ 1 , 5 0 0  w o u l d  t h e n  b u y  w h a t  $ 8 9  w i l l  b u y  t o d a y .  
A c c o r d i n g l y ,  w h e t h e r  o n e  b e l i e v e s  t h a t  t h e  F u n d ' s  p r i n c i p a l  
s h o u l d  be c o n v e y e d  i n t a c t  to the n e x t  g e n e r a t i o n  or the Fund's 
i n c o m e  s h o u l d  b e  c o n v e y e d  e q u a l l y  to p r e s e n t  a n d  f u t u r e  
A l a s k a n s ,  a p o r t f o l i o  t h a t  l o s e s  to i n f l a t i o n  w i l l  s e r v e  u s - a t  
t h e  e x p e n s e  of c h o s e  w h o  f o l l o w .  (Please see A p p e n d i x  A  f o r  a 
m o r e  d e t a i l e d  a n a l y s i s  of the f i n a n c i a l  sections.)

S e c t i o n  10, 11. B r o a d l y ,  t h e s e  s e c t i o n s  p r o v i d e  t h a t  o n e - h a l f  
t h e  n e t  e a r n i n g s  o f  t h e  P e r m a n e n t  F u n d  s h a l l  b e  r e t a i n e d  i n  
p r i n c i p a l  a n d  t h e  b a l a n c e  is a v a i l a b l e  for d i s t r i b u t i o n  o n  a 
f i v e - y e a r  a v e r a g e ,  w i t h  a n y  e x c e s s  t o  b e  u s e d  t o  r a i s e  p a y ­
m e n t s  i n  a y e a r  t h e y  w o u l d  f a l l  b e l o w  the a v e r age. T h e  f i r s t  
is to s u s t a i n  t h e  r e a l  e a r n i n g s  p o w e r  of the Fund; the s e c o n d  
is to g i v e  t h e  L e g i s l a t u r e  a s t a b l e  i n c o m e  on w h i c h  to plan.

M o r e  s p e c i f i c a l l y ,  the Fund's e a r n i n g s  c a n  be e x p e c t e d  t o  r i s e  
s t e a d i l y  o v e r  t h e  n e x t  d e c a d e  as t h e  r e s u l t  of r e g u l a r  c o n t r i­
b u t i o n s  a n d  c o m p e t e n t  m a n a g e m e n t .  D u r i n g  t h i s  p e r i o d ,  m o r e  
i n c o m e  w i l l  b e  m a d e  t h a n  is n e c e s s a r y  t o  m e e t  t h e  f i v e - y e a r  
a v e r a g e ,  a n d  t h e  e x c e s s  a n d  t h e  i n t e r e s t  o n  i t  w i l l  b u i l d  up 
in the " u n d i s t r i b u t e d  i n c o m e  a c c o u n t . "  In the f i r s t  y e a r  if 
t h a t  i n c o m e  w e r e  to fall b e l o w  t h e  a v e r a g e ,  t he r e s e r v e  w o u l d  
be d r a w n  upon. In t h e  event, t h a t  it w a s  j u d g e d  t h a t  r e s e r v e s  
w e r e  a m p l e ,  a l a r g e r  d i v i d e n d  c o u l d  b e  d e c l a r e d  or, p e r h a p s ,  
t h e  e x t r a  suras c o u l d  b e  a p p l i e d  t o  o t h e r  p u r p o s e s  b y  t h e  
L e g i s l a t u r e .

S e c t i o n  12 s i m p l y  p r o v i d e s  t h a t  t h e  F u n d ' s  e x p e n s e s  w i l l  be 
m e t  f r o m  the F und's e a r n i n g s  (as " p r o g r a m  receipts"), h o w e v e r ,  
no m o n e y  m a y  b e  s p e n t  e x c e p t  a s  p r o v i d e d  b y  t h e  b u d g e t .  
A l t h o u g h  the c o n t r o l  of the L e g i s l a t u r e  is not a l t e r e d  in a n y  
way, t h i s  a p p r o a c h  p l a i n l y  s h o w s  w h a t  it has c o s t  to m a k e  our 
i n c o m e ,  t h u s  a l l o w i n g  t h e  p u b l i c  a n d  l e g i s l a t o r s  to b e t t e r  
a s s e s s  t h e  w o r t h  o f  t h e s e  e x p e n s e s .  T h i s  p r a c t i c e  i s  
v i r t u a l l y  u n i v e r s a l  in t h e  a c c o u n t i n g  of s i m i l a r  p r i v a t e  
i n s t i t u t i o n s .

S e c t i o n  13 is t o  a l l o w  t h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  
C o m m i t t e e  t o  b e  s e l e c t i v e  a s  t o  w h i c h  f i n a n c i a l  a n d  
o p e r a t i o n a l  r e p o r t s  it p r e p a r e s ,  or h a s  p r e p a r e d ,  in t h e  l i g h t  
of c i r c u m s t a n c e s .  F o r  e x a m p l e ,  t h i s  l a n g u a g e  w o u l d  p e r m i t  the 
Fu n d  a n d  t h e  C o m m i t t e e  to r e a c h  m u t u a l  a g r e e m e n t  on a f i r m  to 
a s s e s s  p e r f o r m a n c e  i n  d i f f e r e n t  a r e a s  of i n v e s t m e n t  and , 
f u r t h e r ,  t o  r e a c h  m u t u a l  a g r e e m e n t  o n  d e f i n i t i o n s  o f  t e r m s ,
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t h e  p r o p e r  s a m p l e  of s t a t i s t i c s ,  a n d  t h e  l i k e .  T h i s  " g r o u n d  
r u l e s "  a p p r o a c h  w i l l  a i d  f u l l e r  d i s c l o s u r e  of t h e  F u n d ' s  
a c t i v i t i e s  w h i l e  a t  t h e  s a m e  t i m e  r e d u c e  t e m p t a t i o n s  f o r  
e i t h e r  s i d e  t o  c r a f t  r e p o r t s  t h a t  a r e  m e r e l y  d e s i g n e d  t o  
a t t a c k  or d e f e n d  the Fund.

S e c t i o n  14 b r i n g s  t h e  P e r m a n e n t  F u n d  i n t o  c o n f o r m i t y  w i t h  the 
l a w  g o v e r n i n g  m o s t  o t h e r  b o a r d s  a n d  c o m m i s s i o n s .

BUDGETARY UQ.T.ES

T h e  T r u s t e e s  a s k  t h a t  SB 6 84 b e  c o n s i d e r e d  t o g e t h e r  w i t h  t h e  
G o v e r n o r ' s  b u d g e t  r e q u e s t  to a c h i e v e  i n d e p e n d e n t  s t a t u s  f o r  
t h e  P e r m a n e n t  F u n d ,  a n d  w i t h  t h e  f i s c a l  n o t e  w h i c h  p r o v i d e s  
f o r  o u t s i d e ,  s p e c i a l i z e d  f i r m s  to c a r r y  o u t  the n e w  i n v e s t m e n t  
a u t h o r i t y  u n d e r  t h i s  bill.

I n d e p e n d e n c e  for t h e  P e r m a n e n t  F u n d  has b e e n  t h e  c l e a r  p r e f e r­
e n c e  of p u b l i c  a n d  l e g i s l a t i v e  s e n t i m e n t  to date. ( P l e a s e  see 
.the p a p e r  o n  t h e  r e l e v a n t  l e g i s l a t i v e  h i s t o r y  p r e p a r e d  b y  
T r u s t e e  P e t e r  B. M c D o w e l l . )  T h e  c a s e  f o r  i n d e p e n d e n c e ,  i n  
b r i e f ,  i s  t h a t  s p e c i a l  i n t e r e s t s  p r e s s i n g  t h e  F u n d  t o  w i n  
c o n c e s s i o n s  w i l l  b e  m o r e  v i s i b l e  i n  t h e i r  a t t e m p t s  a n d  t h a t  
y o u r  T r u s t e e s  c a n  be h e l d  to f u l l e r  a c c o u n t  if t h e y  c h o o s e  
t h e i r  o w n  s e r v a n t s .  T h e  last, p o i n t  is n o t  m e a n t  to r e f l e c t  o n  
t h e  p r e s e n t  C o m m i s s i o n e r  o'f R e v e n u e  or t h e  s t a f f  o f  t h e  
T r e a s u r y .  O n  t h e  c o n t r a r y ,  t h e i r  r e a d y  c o o p e r a t i o n  h a s  b e e n  
f r e q u e n t l y  n o t e d  i n  t h e  r e c o r d  of t h e  T r u s t e e s .  B u t  i t  h a s  
b e e n  the c o n s i s t e n t  a d v i c e  of p r o f e s s i o n a l  m a n a g e r s  t h a t  " ... 
t h o s e  c o m m i t t e d  t o  i n v e s t i n g  m u s t  h a v e  t h e i r  o p e r a t i o n s  
s e p a r a t e  f r o m  t h o s e  c o m m i t t e d  to s p e n d i n g  ...", e s p e c i a l l y  
g i v e n  t h e  " ... g r e a t ,  t e m p t i n g  s i z e  ..." o f  t h e  F u n d .  I n  t h e  
w e a l t h i e s t  s t a t e  i n  t h e  n a t i o n ,  C a l i f o r n i a ,  w h e r e  s t a t e  a n d  
l o c a l  p e n s i o n  assets- e x c e e d  $30 b i l l i o n ,  s u c h  & s e p a r a t i o n  h a s  
a l w a y s  b e e n  m a i n t a i n e d .

S t i l l ,  a f t e r  i n d e p e n d e n c e  h a s  b e e n . a t t a i n e d ,  t h e  F u n d  w i l l  
h a v e  l e s s  f r e e d o m  t h a t  any i n d e p e n d e n t  b o a r d  or c o m m i s s i o n  in 
p r e s e n t  l a w .  F o r  t h e  F u n d  h a s  t h e  m o s t  d e f i n i t e  c h a r t e r  i n  
s t a t e  g o v e r n m e n t ,  i s  n o t  p e r m i t t e d  to s p e n d ,  d o e s  n o t  l e n d  
d i r e c t l y  to a n y  b o r r o w e r ,  a nd is s u b j e c t  to a l l  the o v e r s i g h t  
t h a t  is a p p l i e d  t o - a  l i n e  agency.

A s  for t h e  f i s c a l  note, t h e  T r u s t e e s  h a v e  a g r e e d  t h a t  o u t s i d e  
m a n a g e r s  a r e  b e s t  s u i t e d  t o  e x e c u t e  t h e  n e w  i n v e s t m e n t  
a u t h o r i t y  i n  t h i s  b i l l .  I n  a d d i t i o n  t o  o u r  r e m o t e n e s s  f r o m  
the m a r k e t s  i n v o l v e d ,  t h e r e  are n u m b e r s  of r e p u t e d  f i r m s  t h a t
c a n  do t h i s  w o r k  m o r e  e f f i c i e n t l y ,  and for l e s s  cost, . t h a n  it
c a n  be d o n e  i n t e r n a l l y .
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P e t e r  A. Bu s hr e  

D e p u t y  C o m m i s s i o n e r  of T r e a s u r y  

D e p a r t m e n t  of Reve n ue

C u r r e n t  law p r o v i d e s  the c o r p o r a t i o n  w i t h  the a u t h o r i t y  

to p l a c e  f u n d s  in d i r e c t  o b l i g a t i o n s  of the U n i t e d  S t a t e s  ■ 

Tre a s u r y ,  f e d e r a l  a g e n c y  securities, ce r t i f i c a t e s  of d e po s i t ,  

h i g h - g r a d e  co r p o r a t e  bonds, q u a l i t y  s h o r t - t e r m  i n v e s t m e n t s , 

a n d  f e d e r a l l y  g u a r a n t e e d  l o a n s . M a n a g e m e n t  is d i r e c t e d  to 

g i v e  p r e f e r e n c e  to A l a s k a  i n v e s t m e n t s  as long as they m e e t  

the s t a n d a r d s  of q u a l i t y  set o u t  in the bill. S p e c i f i c a l l y ,  

d e p o s i t s  c a n  be m a d e  i n  A l a s k a  banks, m u t u a l  s a v in g s banks, 

s a v i n g s  a n d  loan a s s o c i a t i o n s ,  and credit ■’u n i o n s . R e s i d e n t i a l  

r e a l  e s t a t e  (own \r-occupied s i n g l e  f a mily dwelling, du p l e x e s ,  

a n d  co n do m i n i u m s )  m a y  al s o be p u r c h a s e d  if the m o r t g a g e  is 

p r i v a t e l y  i n s u r e d  by a com p an y  doing b u si n e s s  in  A l a s k a .

The p e r m a n e n t  f u n d  statute has a m i n i m u m  of i n v e s t m e n t  

r e s t r i c t i o n s  y e t . p r o v i d e s  a v e r y  d e finite and c e r t a i n  f r a m e­

wo r k .  It d o es  n o t  a u t h o r i z e  i n v e s t m e n t s  in stock or b u l l i o n ,  

r e s t r i c t s  t h e  p u r c h a s e  of c o r p o r a t e  bonds to 257, of the 

F u n d ' s  t o t a l  i nv e st m en t s,  and limits the p u r c h a s e  of loans 

a n d  m o r t g a g e s  to 257c o f the total. P u r c h a s e s  o f  r e s i d e n t i a l  

m o r t g a g e s  m a y  be a f u r t h e r  157„ of total assets. Th e  s t a t u t e  

a l l o w s  the F u n d  to u s e  the f u t ur e s m a r k e t  to p r o t e c t  i n v e s t m e n t s



t .from se v e r e  d e c l i n e s  in v a l u e  t ha t  are b e i n g  s u f f e r e d  today. 

T h e s e  f u t u r e s  contracts, however, m a y  b e  u s e d  on l y to hedge 

a n d  n o t  to specul at e . T he s t a t u t e  also p r o h i b i t s  t he Fund 

f r o m  e i t h e r  b o r r o w i n g  or g u a r a n t e e i n g  the o b l i g a t i o n s  of 

o t h e r s .

S e c t i o n  6 of the b i l l  w o u l d  amend the p r e s e n t  i n v e s t­

m e n t  list b y  a d d i n g  f i v e  c a t e g o r i e s  c u r r e n t l y  a u t h o r i z e d  for 

the S t a te  p e n s i o n  funds and b y  c o n fo r m i n g  o t h e r  l a n g u a g e  to 

the r e t i r e m e n t  s y s t e m  law. The a d d i t i o n a l  i n v e s t m e n t s  are:

1. C o m m e r c i a l  m o r t g a g e s  - loans s e c ur e d b y  a fi rst 

l i e n  on c o m m e r c i a l  p r o p e r t i e s  su c h as s h op p i n g  c e n t e r s , 

o f f i c e  b u il d i n g s ,  etc. The c o r p o r a t i o n  m a y  p u r c h a s e  u ni n s u r e d  

l o a n s  if the o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  r e t a i n s  at 

l e a s t  257c, or i n s u r e d  loans w h i c h  m e e t  r e q u i r e m e n t s  c u rr e nt l y 

i n  e f f e c t  f or the p e n s i o n  funds.

2. The c o m m o n  s t o ck  of D. S. c o r p o r a t i o n s  w h i c h  have- 

p a i d  d i v i d e n d s  in e a c h  of the i m m e d i a t e l y  p r e c e d i n g  three 

y e a r s .

3. S tocks a nd b o n ds  that are d e n o m i n a t e d  i n f o r e i g n  

c u r r e n c i e s  or E u r o d o l l a r s ,  p r o v i d e d  that they are of the 

s a m e  q u a l i t y  as t h e i r  U. S. counterparts.

4. B a n k  d e p o s i t s  that are d e n o m i n a t e d  in f o r e i g n  

c u r r e n c i e s  or E u r o d o l l a r s ,  p r o v i d e d  that they a re r e a d i l y  

n e g o t i a b l e  or that the i s s u i n g  b a n k  has c a p i t a l  a n d  surplus 

o f  at least $500 m i l l i o n .

5. E q u i t y  i n t e r e s t s  in c o m m i n g l e d  p o o l s  of r e a l  

e s t a t e .



S e c t i o n  7 ‘of the b i l l  r e d uc e s the limit on'loans and 

m o r t g a g e s  t o  15% a nd r e s t r i c t s  the i n ve s tm e nt  in f o re i gn  

s e c u r i t i e s  a n d  b a n k  deposits to the levels w h i c h  cur r en t ly  

p r e v a i l  in the r e t i r e m e n t  systems. C o m m o n  stoc k  and corporate 

debt a r e  t o g e t h e r  l i m i t e d  to 50%; b o t h  are m o r e  r e st rictive 

t h a n  t h e  p e n s i o n  funds. The b i l l  f u r t h e r  limits the p er m a n e n t  

f u n d  to n o  m o r e  that 5% of the v o t i n g  stock of any one 

c o r p o r a t i o n ,  and d o m e s t i c  stocks, w i t h  the e x c e p t i o n  of 

i n s u r a n c e  c o m p a n i e s  and banks, m u s t  b e listed on an exchange 

r e g i s t e r e d  w i t h  SEC. B o t h  are i d e n t i c a l  to current limitations 

on p e n s i o n  f u n d  i n vestments.

S e c t i o n  8 w o u l d  s t a n d a r d i z e  the c o l l a t e r a l  r eq u ir e me n ts  

for d e p o s i t s  w i t h  all types of f i n a n c i a l  institutions, and 

r e q u i r e  t h e m  to p l e d g e  U. S. g o v e r n m e n t  securities, corporate 

bo n d s ,  or m o r t g a g e s  if their c e r t i f i c a t e s  of deposit are not 

f r e e l y  n e g o t i a b l e .



JAY S. HAMMOND
GCiA'CHNCJM
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S t a t e  o v  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R  

J U N U A U

J a n u a ry  26, 1982

The H o n o ra b le  J a lm a r  K e r t t u la  
P r e s id e n t  o f  th e  S en a te  
A la s k a  S t a t e  L e g is la t u r e  
Pouch  V
Ju n e a u , AK 99811 

D ea r M r. P r e s id e n t :

U nder a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18, o f  th e  A la s k a  C o n s t i­
t u t io n ,  I  am t r a n s m it t in g  a b i l l  r e l a t i n g  to  th e  in v e s tm e n t  
and management o f  th e  A la s k a  Pe rm anen t Fund and to  th e  c a l ­
c u la t io n  o f  in com e o f  th e  fu n d  w h ich  w i l l  be a v a i l a b le  f o r  
d i s t r i b u t i o n .  The b i l l  makes changes o f  th r e e  g e n e ra l 
t y p e s .

F i r s t ,  i t  w i l l  expand  th e  in v e s tm e n t  a u t h o r i t y  o f  th e  fu n d  
t o  p a r a l l e l  t h a t  o f  th e  p u b l i c  em p loyee and t e a c h e r 's  
r e t ir e m e n t  fu n d s  (w ith  th e  e x c e p t io n  t h a t  in v e s tm e n t  i n  g o ld  
w i l l  n o t  be p e rm it te d  f o r  th e  perm anen t fu n d ,  as  i t  does n o t  
m eet th e  c o n s t i t u t i o n a l  r e q u ir e m e n t  t h a t  a l l  perm anent fu nd  
in v e s tm e n ts  be " in c o m e -p ro d u c in g " ) .  I t  w i l l  add a u t h o r i t y  
to  in v e s t  i n

(1) common and p r e f e r r e d  s t o c k  o f  U n ite d  S t a t e s  
c o r p o r a t io n s  on w h ich  d iv id e n d s  h ave  c o n s i s t e n t ly  been  p a id ;

(2) n o te s  s e c u re d  by m o rtgag es  on co m m erc ia l r e a l
e s t a t e ;

(3) r e a l  e s t a t e  e q u i t y  i f  th e  in v e s tm e n t  i s  made 
i n  an e n t i t y  o rg a n iz e d  and o p e ra te d  f o r  th e  p u rp o se  o f  
m anag ing  r e a l  e s t a t e  in v e s tm e n ts  f o r  i n s t i t u t i o n a l  
in v e s t o r s ;  and

(4) f o r e ig n  s e c u r i t i e s  and d e p o s it s  w h ich  a re  o f  
s u b s t a n t i a l l y  e q u iv a le n t  q u a l i t y  as p e rm it te d  d o m e s t ic  
in v e s tm e n ts .

These  changes  w i l l  p e rm it  th e  fu n d ’ s m anagers t o  d i v e r s i f y  
i t s  in v e s tm e n ts  a g a in s t  r i s k s  o f  la r g e  lo s s e s  due to  
i n f l a t i o n  and c u r re n c y  v a lu e  f l u c t u a t i o n .

Second , th e  b i l l  changes th e  c o m p o s it io n  o f  th e  b o a rd  o f  
t r u s t e e s  by a d d in g  a p u b l i c  member and rem ov ing  a 
c o m m is s io n e r .  I t  a ls o  p r o v id e s  f o r  an a n n u a l fe e  f o r  each  
p u b l i c  member e q u a l t o  a l e g i s l a t o r ' s  s a la r y .  These changes 
w i l l  r e c o g n iz e  th e  s u b s t a n t ia l  t im e  com m itm ent r e q u ir e d  f o r  
a c t iv e  p a r t i c i p a t io n  o f  th e  b o a rd  i n  th e  management o f  th e  
A la s k a  Pe rm anen t Fund C o r p o r a t io n .

i



T h ir d ,  th e  b i l l  p r o v id e s  f o r  th e  c o r p o r a t io n ' s  b u d ge t t o  be 
a p p r o p r ia t e d  from  th e  incom e o f  th e  f u n d 's  in v e s tm e n ts ,  and 
f o r  o n e - h a l f  o f  th e  n e t  incom e t o  be r e in v e s t e d  i n  th e  fu n d . 
The o t h e r  o n e - h a l f  w i l l  rem a in  a v a i l a b le  f o r  d i s t r i b u t i o n .  
The a p p r o p r ia t io n  o f  th e  c o r p o r a t io n ' s  b u d g e t i n  t h i s  m anner 
w i l l  p e rm it  th e  a p p l i c a t io n  o f  s ta n d a rd  a c c o u n t in g  
p ro c e d u re s  t o  d e te rm in e  th e  a c t u a l  p e r fo rm a n ce  o f  th e  fu n d . 
The r e in v e s tm e n t  o f  o n e - h a l f  o f  th e  incom e w i l l  c o u n te r  th e  
e f f e c t s  o f  i n f l a t i o n  on th e  r e a l  v a lu e  o f  th e  fu n d , w it h o u t  
d is t u r b in g  th e  f lo w  o f  in com e t o  th e  D iv id e n d  Fund 
e s t a b l i s h e d  u nd e r AS 4 3 .2 3 .0 5 0 .

The b i l l  a ls o  makes s e v e r a l  m in o r  ch a n g e s , in c lu d in g  (1) 
r e v i s in g  c o l l a t e r a l  r e q u ire m e n ts  f o r  c e r t i f i c a t e s  o f  d e p o s it  
t o  e n su re  c o n s is t e n c y  among th e  v a r io u s  ty p e s  o f  
i n s t i t u t i o n s  w h ich  is s u e  su ch  c e r t i f i c a t e s ,  (2) e l im in a t in g  
th e  m ortgage  in s u r a n c e  re q u ir e m e n t  f o r  lo a n s  w it h  a 
lo a n - t o - v a lu e  r a t i o  o f  l e s s  th a n  70 p e r c e n t ,  and (3) 
a u t h o r iz in g  th e  b o a rd  to  a d o p t  r e g u la t io n s  t o  im p lem en t and 
in t e r p r e t  th e  r e le v a n t  s t a t u t e s .

The B oa rd  o f  T ru s te e s  o f  th e  A la s k a  Perm anent Fund 
C o r p o r a t io n  has d is c u s s e d  d r a f t s  o f  t h i s  b i l l  a t  p u b l i c  
m e e t in g s  a t te n d e d  by r e p r e s e n t a t iv e s  o f  th e  L e g i s l a t i v e  
B udge t and A u d it  C om m ittee . The co n se n su s  o f  th e  b oa rd  i s  
t h a t  t h i s  b i l l  w i l l  make o n ly  th o s e  changes  n e c e s s a ry  to  
p e rm it  p ru d e n t  in v e s tm e n t  and management o f  th e  fu n d  i n  
t im e s  o f  h ig h  i n f l a t i o n  and v o l a t i l e  f i n a n c i a l  m a rk e ts .
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Offered: 3/26/82
Referred: State Affairs

and Finance

BY THE LABOR AND
IN THE SENATE COMMERCE COMM I T T E E

CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 684 (L&C)

IN THE L E G I S LATURE OF THE STATE OF A L ASKA 

T W E L F T H  L E G I S L A T U R E  - S E C O N D  SESSION 

A BILL

For an Act entitled: "An Act relating to the i n v e stment and m a n a gement of

ttv_ Alaska p ermanent fund and to the computation of the

income of the fund available for distribution; and

providing for an effective date."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 37.13.050 is amended to r*ad:

Sec. 37.13.050. COMPOS I T I O N  A ND Q U A L I F ICATIONS OF BOARD OF 

TRUSTEES. (a) The Board of Trustees of the Alaska Permanent Fund 

C o r p o r a t i o n  consists of six members appointed by the governor. Two 

[THREE] of the members shall be heads of principal departments of state 

government, one of w h o m  shall be the c o m missioner of revenue. Four

[THREE] members shall be appointed by the governor from the public and

may not ho l d  a ny other state or federal office, posi t i o n  or employment, 

either elective or appointive, except as a member of the armed forces of 

either the U nited States or of this state. [MEMBERS OTHER THAN THE 

COMMISSIONER OF REVENUE SHALL BE SEP A R A T E L Y  CON F I R M E D  BY A MAJORITY OF 

T HE M E M BERS OF THE LE G I S L A T U R E  IN JOI'NT SESSION.]

(b) Tne four [THREE] public members of the board shall have r e c o g­

nized competence and wide e x p e rience in finance, investments, or other

business m a n a g e m e n t - r e l a t e d  fields.

(c) The board shall annu a l l y  elect a chairman from among its 

m e m b e r s .

* Sec. 2. AS 37.13.060 is amended to read:

Sec. 37.13.060. T E R M  OF OFFICE. The public members of the
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board shall be a p pointed for terras of four [THREE] years, .*nd they may 

be re a p p o i n t e d  [SUBJECT TO CONFIRMATION BY A M A J O R I T Y  OF THE MEMBERS OF 

T HE L E G I S L A T U R E  IN JOINT S E S S I O N ] . The terras of the public members 

[TERMS] shall be staggered so that no more than one terra of a public 

m e m b e r  expires each y e a r . [INITIAL TERMS FOR M E M BERS OT H E R  THAN THE 

C O MMISSIONER OF REVENUE SHALL BE TOO MEMBERS SERVING FOR ONE YEAR, TOO 

M E M BERS SERVING FOR TOO YEARS, A N D  ONE M E M B E R  S E R V I N G  FOR THREE YEARS.]

* Sec. 3. AS 37.13.070 Is amended to read:

Sec. 37.13.070. REMOVAL A N D  VACANCIES. (a) T he governor may 

for good cause remove a member of the b o a r d  from office. [HOWEVER, THE 

R E M OVAL OF A MEMBER OF T HE BOARD TS S U B JECT TO D ISAPPROVAL BY A VOTE OF 

A MAJORITY OF THE MEMBERS OF THE LE G I S L A T U R E  AT THE FIRST JOINT SESSION 

H E L D  10 OR MORE DAYS AFTER THE LE G I S L A T U R E  RECEIVES N OTICE OF THE REMOVAL 

FROM THE GOVERNOR.] A removal by the governor shall be in writing and 

shall state the r e a s o n  for the removal. A m e m b e r  who is removed by the 

governor m a y  not participate in bo a r d  business and m a y  not be counted 

for purposes of e s tablishing a quorum after [BETWEEN THE TIME] he r e­

ceives w r i t t e n  notice of his removal fr o m  the governor [AND THE TIME 

TH A T  T HE L E G I S L A T U R E’S POWER TO DISAPPROVE THE REMOVAL UNDER THIS S U B­

SECTION EXPIRES. IF THE L EGISLATURE DISAPPROVES THE REMOVAL OF A BOARD 

MEMBER, T HE BOARD M E M B E R  SHALL BE REINSTATED].

(b) A v a c ancy on the board shall be p r o m p t l y  filled by appointment 

b y  the governor [AND CONFIRMATION BY A  MAJO R I T Y  OF THE MEMBERS OF THE 

LE G I S L A T U R E  IN JOINT SESSION]. An appointee to a v a c ancy shall hold 

office for the balance of the term for wh i c h  his pr e d e c e s s o r  on the 

board was appointed. [IF A V A C ANCY ARISES ON THE BO A R D  WHILE THE L E G I S­

LAT U R E  IS NOT IN SESSION, THE GOVERNOR M AY A P P O I N T  AN INTERIM BOARD 

MEMBER WHO SHALL EXER C I S E  THE POWERS OF A BOARD M E MBER UNTIL THE L E G I S­

LAT U R E  FAILS TO CONFIRM THE AP P O I N T M E N T  OF THE I N T E R I M  BOARD MEMBER.]
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(c) A v a c a n c y  o n  the bo a r d  does not impair the a u t h o r i t y  of a 

q u o r u m  of the board to exercise all the powers and p e r f o r m  all the 

duties of the board.

Sec. 4. AS 37.13.090 is amended to read:

Sec. 37.13.090. C O M P E N S A T I O N  OF BO A R D  MEMBERS. The board shall 

determine the compen s a t i o n  of the members of the board subject to a p­

proval b y  the legislature in accordance w i t h  AS 37.07. Compen s a t i o n  for 

members of the board shall be r e q u e s t e d  as part of the o perating budget 

of the bo a r d  (AS 37.13.150). Members [PUBLIC MEMBERS OF THE BOARD R E­

CEIVE AN H O N O R A R I U M  OF $400 FOR EAC H  M E E T I N G  DAY IF THE Y  ATTEND THE 

MEETING. A LL MEMBERS] of the b o a r d  are entitled to per diem and travel 

allowances as provi d e d  b y  law for members of state boards and c o m m i s­

sions .

Sec. 5. AS 37.13.120(g) is amended to read:

(g) Subject to the limitations c o n t a i n ed in [(h) A N D  (i) OF] this 

section, the bo a r d  may invest c o r p o r a t i o n  assets at such competitive 

national m arket rates or prices as are app l i c a b l e  to each investment 

on l y  in

(1) obligations of, or o bligations insured by or guaranteed 

by, the U n i t e d  States or agencies or instru m e n t a l i t i e s  of the United 

S t a t e s ;

(2) obligations secured by reserves paid in by the United 

States or agencies or i n strumentalities of the United States or o b l i g a­

tions of corporations in whicn the U n i t e d  States is a shareholder or 

m e m b e r ;

(3) certificates of deposit a nd term deposits of [ISSUED BY] 

U nited States domestic banks which are members of the Federal Deposit 

I n surance C o r p o r a t i o n  a nd [FOR] which m ay be r e a dily sold in a [GENERALLY 

RECOGNIZED] s econdary market at prices r e f l e c t i n g  fair value [EXISTS] or
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wh i c h  are fully secured at all times as to p a y m e n t  of principal and 

interest as [BY INVESTMENTS] des c r i b e d  in _(m). [(1), (2), (8) OR (12) -

(16)] of this s e c t i o n  [ S U B S E C T I O N ; THE SECURITY P L E D G E D  UNDER THIS P A R A­

GRAPH SHALL BE A T  L E A S T  EQUAL TO T HE FACE VALUE OF THE DEPOSIT A ND THE 

BOARD M AY R E Q U I R E  S U B S T I T U T I O N  OF C O L L A T E R A L ] ;

(4) c e rtificates of deposit and term deposits [SHARES] of

f ed e r a l l y  chartered savings and loan [LOANS] a s s o c i a t i o n s  in Alaska 

which m ay be r e a d i l y  sold in a s e condary m arket at prices r e f l ecting 

fair value or wh i c h  are fully secured at all times as to payments of 

principal and inte r e s t  as [BY INVESTMENTS] desc r i b e d  in (m) [(1), (2)] 

of this s e c t i o n  [ S U B S E C T I O N ] ;

(5% rSAVINGS] certificates of deposit and term deposits of 

[ISSUED BY] t.ite cha r t e r e d  savings and loan a s s o c i a t i o n s  i n  Alaska

wh i c h  may be r e a d i l y  sold in a secondary m a r k e t  at prices reflecting

fair value or which are fully secured at all times as to payments of 

principal and i n t e r e s t  as [BY INVESTMENTS] d escribed in OnY [(1), (2)] 

of this s e c t i o n  [SUBSECTION];

(6) c e rtificates of deposit and term deposits of [DEPOSITS

WITH] mutual savings banks in Alaska which may be r e a dily sold in a 

secondary m a r k e t  at prices r e f l ecting fair value or which are fully 

secured at all times as to payments of p r incipal and interest as [BY 

INVESTMENTS] desc r i b e d  in (mj_ [(1), (2)] of this s e c tion [SUBSECTION];

(7) f i x e d - t e r m  certificates of indebt e d n e s s  of f e derally i n­

sured credit unions in Alaska w h i c h  may be r e a dily sold in a secondary 

market at prices r e f l e c t i n g  fair value or wh i c h  are fully secured at all 

times as to payments of principal and interest as [BY INVESTMENTS] d e­

scribed in OnQ [(1), (2)] of this s e c tion [SUBSECTION];

(8) c o rporate debt securities which are rated A A  or better by 

a n a t i o n a l l y  re c o g n i z e d  rating service;
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(9) s h o r t - t e r m  corporate p r o m issory notes of the highest 

ratings a s s i g n e d  by a n a t i o n a l l y  r e c ognized rating service;

(10) bankers' accept a n c e s  drawn on and acce p t e d  by United 

States banks each of wh i c h  have a combined capital and surplus a g g r e­

gating at least $200,000,000;

(11) r e p urchase agreements, the securities u n d erlying the 

a greements be i n g  a ny of the items in (1) - (3) and (8) - (10) of this 

subsection;

(12) the guaranteed p o r t i o n  of Federal Small Business A d m i n i s­

tration loans;

(13) the p o r t i o n  of first lien real estate mortgages guaranteec 

by the Federal Veterans A d m i n i s t r a t i o n  [ A S S O C I A T I O N ] ;

(14) the portions of business and industrial loans made under 

the Rural Development Ac; of 1972 which are gu a r a n t e e d  by the Farmer's 

Home Administration;

(15) the guaranteed p o r t i o n  of Farmer's Home A dministration

l o a n s ;

(16) notes secured by mortgages granting a first lien on c o m­

mercial or [OF] r esidential real estate improved by completed buildings 

if the m o r t g a g e s  are insured by a private mortgage insurance corporation 

w h i c h  is a u t h o r i z e d  to do business in Alaska and has combined capital 

and [,] surplus [AND RESERVES] a g g r e g a t i n g  at least $ 2 0 , 0 0 0 , 0 0 0 , and if 

loan-to-value ratios do not e x ceed 75 percent for commercial mortgages 

and 90 p e r cent for residential m o r t g a g e s ; h o w e v e r , [THE M I N I M U M  COVERAGE 

SHALL BE 10 P E R CENT FOR LOANS H AVING A L O A N - T O - V A L U E  RATIO OF LESS THAN 

90 PERCENT, A N D  T H E  M I N I M U M  COVERAGE SHALL BE 20 P E R CENT FOR LOANS 

H AVING A L O A N - T O - V A L U E  RATIO OF 90 PERCENT OR MORE,]

(A) no mortgage insurance is nece s s a r y  for commercial 

loans h aving loan-to-value ratios of less than 50 percent and the
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m i n i m u m  coverage of other commercial loans shall be 10 percent for

those h a v i n g  a loan-to-value ratio of 50 - 60 percent a nd 15 percent 

for those h a v i n g  a loan-to-value ratio greater than 60 percent but 

no more tha n  75 percent, and

(B) no mortgage i n surance is necessary for residential 

loans h a v i n g  a loan-to-value ratio of less tha n  70 percent and the 

m i n i m u m  coverage of other residential loans shall be 10 p e r cent for 

those h a v i n g  a loan-to-value ratio greater than 70 percent but less 

th a n  90 p e r cent and 20 percent for those h a v i n g  a loan-to-value 

ratio of 90 percent;

(17) notes secured b y  m o rtgages granting a first lien on c o m­

mercial real estate improved by c o mpleted buildings if the originating 

financial i n s t i t u t i o n  retains at least 25 p e r cent of the mortgage until 

maturity;

(18) certificates of deposit, term i_ >osits, or bankers' a c c e p­

tances, which are issued b y  a U nited States ba n k  or trust company locatec 

in a foreign country a nd are denominated in either U n i t e d  States or 

foreign currency, if e ither (A) they may be readily sold in a secondary 

ma r k e t  at prices reflecting fair value, or (B) the issuing bank or t r u s t 

company has capital and surplus at the date of issue equ a l l i n g  at least 

$500,000,000; investments made under this par a g r a p h  are not subject to 

the collateral r e quirements for domestic certificates under (m) of this 

section;

(19) e q u i t y  interests in, and debt obligations secured by 

mortgagee granting a first lien on, real estate improved by completed 

and subst a n t i a l l y  rented buildings and located in the U n i t e d  States, if 

these investments are made

(A) it. a corporation, partnership, trust, or other 

e n t i t y  in which, at the co n c l u s i o n  of each investment transaction,
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1 at least 60 percent of the beneficial ownership interests a r > held 

by other institutional i n v e s t o r s , and which is organized and 

operated for the purpose of making real estate investments by a 

bank, insurance company, or other manager of institutional funds 

w h i c h  has had at least five years of experience in the management 

of real estate investments of institutional investors; or

(B) in conjunction with and on s u b s t a n t i a l l y  the same 

terms as an entity described in (A) of this paragraph.

* Sec. 6. AS 37.13.120(1) is repealed and r e enacted to read:

(i) At the time of each investment, the aggregate investment of 

the Alaska permanent fund in each stated category of investment may not 

e xceed the following stated percentage of the total investments of the 

fund: m o rtgages under (g)(16) of this section, 15 percent; real estate

investments under ( g ) (19) of this section, 15 percent; foreign c e r t i f i­

cates of deposit or the e q u i valent under (g)(18) of this section, 20 

percent; corporate stocks and debt securities under (g)(8) and (9) of 

this section, 50 percent. The Alaska p e rmanent fund may at no time own 

more than five percent of the voting stock of a corporation. Domestic 

stocks, r  ;ept for bank and insurance company stocks, m u s t  be listed at 

the date of purchase on an exchange registered wit h  the Securities a nd 

Exchange Commission.

* Sec. 7. AS 37.13.120 is amended b y  adding a new s u b s ection to read:

(m) Certificates of- deposit or the e q u i valent instruments which 

are not of a quality that may be r e a dily sold in a secondary m a rket at 

prices r e f l e c t i n g  fair value must be secured by a pledge as collateral 

of investments authorized for the Alaska permanent fund under (g)(1),

(2), (8), or (12) - (17) of this section, which investments have value 

at least equal to the face value of the certificate of deposit. The 

board m a y  require substitution of collateral in order to ensure continuec
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s a t i s f a c t i o n  of the requirements set out in this subsection.

* Sec. 8. AS 37.13.140 is repealed a nd r e enacted to read:

Sec. 37.13.140. INCOME. Net income of the c o r p o r a t i o n  must be 

computed a n n u a l l y  as of the last day of the fiscal year in accordance 

wit h  gene r a l l y  accepted a c c o unting principles, e x c l u d i n g  any unrealized 

gains or losses. Income available for distri b u t i o n  equals the average 

net income of the corporation for the last five fiscal years, including 

the fiscal year just ended, but m a y  not exceed net income of the c o r p o r a­

tion for the fiscal year just ended plus the balance in the undistributed 

income a c c ount d e scribed in AS 37.13.145.

* Sec. 9. AS 37.13 is amended by adding a new section to read:

Sec. 37.13 145. D I S P O S I T I O N .OF INCOME. At the end of each fiscal 

year, an amount equal to 50 percent of net income as defined in AS 37.-

13.140, e x c l u d i n g  a ny income on the u n d i s t r i b u t e d  income account in the 

Alaska permanent fund, shall be transferred to principal of the fund for 

reinvestment. The other 50 percent of the net income shall be t r a n s­

ferred to the u n d i stributed income acv. junt. Money in the u n d i stributed 

income account shall be invested in investments aut h o r i z e d  under AS 37.- 

13.120. Income from the investment of the u n d i s t r i b u t e d  income account 

shall be treated as an addi t i o n  to that account.

* Sec. 10. AS 37.13.150 is amended to read:

Sec. 37.13.150. CO R P O R A T I O N  [BOARD] BUDGET. The revenues g e n e r a­

ted b y  the corporation's investments must be identified as the source 

of the o p erating budget of the c o r p o ration in the state's o p erating 

b udget under [BOARD IS FROM T HE GENERAL FUND A ND IS SUBJECT. TO] the 

E xecutive Budget Act (AS 37.07.010 - 37.07.130). The unexpended b a l­

ance of the corporation's annual operating budget does not lapse at 

the end of the fiscal year but shall be treated as income under AS 3 7 . -

13.140.
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* Sec. 11. AS 37.13.160 is amended to read:

Sec. 37.13.160. AUDITS. T he L egislative Budget a n d  Audit C o m m i t­

tee may [SHALL] provide for an annual post audit and annual operational 

and performance evaluations of the corporation's investments and i n v e s t­

ment  programs.

* Sec. 12. AS 37.13 is amended b y  adding a new s e c t i o n  to read:

Sec. 37.13.205. REGULATIONS. The board m a y  adopt r egulations

under the Administrative Proc e d u r e  Act (AS 44.62) to i nterpret and 

implement this chapter.

* Sec. 13. AS 37.13.130 is repealed.

* Sec. 14. Tr a n s i t i o n  to fcur-year terms for members of the Board of 

Trustees of the Alaska Permanent Fund C o r p o r a t i o n  as prov i d e d  in AS 37.13.060 

as a m e n d e d  in sec. 2 of this Act shall be i mplemented as follows: at the 

e x p i r a t i o n  of the present term of each public member, the governor shall 

appoint a replacement, or reappoint the present member, for a ter m  of four 

years. W i t h i n  90 days after the effective date of this Act, the governor 

shall appoint a public member to replace one j f  the two p r e sent heads of 

principal departments other than the commissioner of revenue, to serve for a 

te r m  of four years or less vhich t e r m  expires in a year whe n  no other public 

member's terra expires. The head of a principal department w ho is to be r e­

placed shall continue to serve on the bo a r d  until the appoin t m e n t  of a r e­

placement.

* Sec. 15. This Act takes effect J u l y  1, 1982.
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Introduced: 3/9/82
Referred: Labor & Commerce,
State Affairs and Finance

BY T HE RULES C O MMITTEE BY 
R E Q UEST OF THE GOVER N O R  (for the

IN THE SENATE Permanent Fund board of trustees

SPONSOR S U B S TITUTE FOR S E NATE BILL NO. 684 

IN T H E  L E G I S L A T U R E  OF THE STATE OF ALASKA 

T W E L F T H  L E G I S LATURE - S ECOND SESSION 

A  BILL

For an Act entitled: "An Act rela t i n g  to the investment and m a n a g e m e n t  of

the A l a s k a  Permanent Fund and to the co m p u t a t i o n  of i n­

come of the fund w h i c h  is available for distribution} 

a nd pro v i d i n g  for a n  e f fective date."

BE IT ENACTED 3Y T HE L E G I S L A T U R E  OF T HE STATE OF ALASKA:

* S e c tion 1. AS 37.1 3 . 0 5 0  is amended to read:

',ec. 37.13.050. COMPOS I T I O N  AND QUAL I F I C A T I O N S  OF BOARD OF T R U S T­

EES. (a) The Board of Trustees of the A l a s k a  Permanent Fund C o r p o r a­

tion consists of s ix m e m b e r s  appointed b y  the governor. Two [THREE] of 

the members shall be heads of principal departments of state government, 

one of w h o m  shall be the commissioner of revenue. Four [THREE] members 

shall be appointed b y  the governor f r o m  the public and m a y  not h o l d  a ny 

other state or federal office, p o s i t i o n  or employment, either elective 

or appointive, except as a member of the armed forces of either the 

United States or of this 3tate. [MEMBERS OTHER THAN THE COMMISSIONER 

OF R E V E N U E  SHALL BE SEP A R A T E L Y  CONFIRMED BY A  M A J O R I T Y  OF THE MEMBERS OF 

T HE LE G I S L A T U R E  IN J O I N T  SESSION.]

(b) The four [THREE] p ublic m e m bers ~>f the board shall have 

re c o gnized competence and wide experience in finance, investments, or 

other business m a n a g e m e n t - r e l a t e d  fields.

(c) The board shall annu a l l y  elect a chairman fro m  among its 

members.

* Sec. 2. AS 37.13.060 is amended to read:

Sec. 37.13.060. T E R M  OF OFFICE. The public members of the
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b o a r d  shall be a p p o i n t e d  for terms o f  four [THREE] years, a n d  they 

m a y  b e  r e a p p o i n t e d  [SUBJECT T O  C O N F I R M A T I O N  BY A  M A J O R I T Y  O F  THE 

M E M B E R S  O F  T HE L E G I S L A T U R E  IN J O I N T  S E S S I O N ] . P ublic members' terms 

[TERMS] shall be sta g g e r e d  so that no m o r e  than one p u b l i c  member's 

te r m  expires each y e a r  [INITIAL T E R M S  F O R  M E M B E R S  O T H E R  T H A N  THE 

C O M M I S S I O N E R  OF R E V E N U E  SHALL BE T W O  M E M B E R S  S E R VING F O R  O N E  YEAR,

TWO M E M B E R S  S E R V I N G  F O R  T W O  YEARS, A N D  O N E  M E M B E R  S E R V I N G  F O R  THREE 

Y E A R S .]

*  Sec. 3. T r a n s i t i o n  to four-year terms as p r o v i d e d  in sec. 2 o f  this 

Act shall b e  i m p l e m e n t e d  as follows: at the e x p i r a t i o n  of the p r e sent 

te r m  of each p u b l i c  membet, the g o v e r n o r  shall a p p o i n t  a  replacement, or 

r e a p p o i n t  the p r e s e n t  member, for a t e r m  of four years. W i t h i n  90 days 

af t e r  the effe c t i v e  date o f  this Act, the g o v e r n o r  shall appoint a p ublic 

m e m b e r  to r e p l a c e  one of the two p r e s e n t  c o m m i s s i o n e r  m e m b e r s  o t h e r  than 

the c o m m i s s i o n e r  of revenue, to serve for a t e r m  o f  four ye a r s  o r  less 

w h i c h  term expires in a y e a r  w h e n  no o t h e r  p u b l i c  m e m b e r ' s  t e r m  expires. 

The c o m m i s s i o n e r  w h o  is to be r e p l a c e d  shall cont i n u e  to.serve o n  the 

b o a r d  until the a p p o i n t m e n t  of a replacement.

* Sec. 4. AS 3 7 . 1 3 . 0 7 0  is a m e nded to read:

Sec. 37.13.070. R E M O V A L  A N D  VACANCIES. (a) The g o v e r n o r  m ay

for g o o d  cause r e m o v e  a m e m b e r  o f  the b o a r d  f r o m  office. [HOWEVER,

THE R E M O V A L  O F  A  M E M B E R  O F  T HE BO A R D  IS S U B J E C T  T O  D I S A P P R O V A L  BY A

V O T E  OF A  M A J O R I T Y  O F  T HE M E M B E R S  O F  THE L E G I S L A T U R E  A T  T H E  F I R S T

J O I N T  S E S S I O N  H E L D  10 O R  M O R E  DAYS A F T E R  THE L E G I S L A T U R E  RECEIVES

NOTICE OF T H E  R E M O V A L  F R O M  THE GOVERNOR.] A  r e m oval b y  the gove r n o r

shall b e  in w r i t i n g  and shall state the r e a s o n  for the removal. A

m e m b e r  w h o  is r e m o v e d  b y  the g o v e r n o r  ma> not p a r t i c i p a t e  i n  b o a r d

business and m a y  n ot b e  c o u n t e d  for purposes o f  e s t a b l i s h i n g  a q u o r u m  

after [BETWEEN T HE TIME] he receives w r i t t e n  n o t i c e  of his removal
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f r o m  the g o v e r n o r ^  [AND T HE T I M E  T H A T  T HE L E G I S L A T U R E ' S  P O W E R  TO 

D I S A P P R O V E  T H E  R E M OVAL U N D E R  THIS SU B S E C T I O N  EXPIRES. IF THE L E G I S­

LAT U R E  DI S A P P R O V E S  THE R E M O V A L  OF A  BOARD MEMBER, THE BOARD M E M B E R  

SHALL BE REINSTATED.]

(b) A  v a c a n c y  on the b o ^ r d  shall be p r o m p t l y  f illed by a p p o i n t­

men t  b y  the gover n o r  [AND C O N F I R M A T I O N  BY A  M A J O R I T Y  O F  T HE M E M B E R S  

OF T H E  L E G I S L A T U R E  IN J O I N T  S E S S I O N ] . A n  a p pointee to a v a c a n c y  

shall h o l d  o ffice for the b a l a n c e  of the t e r m  for w h i c h  his pr e d e c e s s o r  

on the b o a r d  was appointed. [IF A  V A C A N C Y  A R I S E S  O N  T HE BOARD WH I L E  

THE L E G I S L A T U R E  IS NOT IN SESSION, THE G O V E R N O R  M A Y  A P P O I N T  A N  I N T E R I M  

BOARD M E M B E R  WHO SHALL E X E R C I S E  THE POWERS O F  A  BOARD M E M B E R  UNTIL

THE L E G I S L A T U R E  F A I L S .TO C O N F I R M  T HE A P P O I N T M E N T  OF THE INTERIM BOARD 

M E M B E R . ]

(c) A  v a c a n c y  on the b o a r d  does not impair the authority of a 

q u o r u m  of the b o a r d  to exer c i s e  all the powers a nd p e r f o r m  all the 

duties of the board.

* Sec. 5. A S  37.13.090 is a m e n d e d  to read:

Sec. 37.13.090. C O M P E N S A T I O N  OF BOARD MEMBERS. As compensation 

for p e r f o r m a n c e  of their d u t i e s , i n cluding b u t  n o t  l i m ited to a t t e n d­

ance at b o a r d  m e e t i n g s , p u b l i c  [PUBLIC] m e m b e r s  of the b o a r d  are e n t i­

tled ':o r e c eive an annual fee equal to th e salary p r e s c r i b e d  for state 

l egislators b y  AS 24.15.020 [HONORARIUM O F  $400 F O R  EA C H  M E E T I N G  DAY IF 

T H E Y  A T T E N D  THE M E E T I N G ] . The p u b l i c  members 1 fee shall be paid in 

equal m o n t h l y  installments at the end of each m o n t h  of b o a r d  service.

If the c h a i r m a n  is a public member, h e  or she is e n t i t l e d  to receive an 

additional amount equal to the increment p r e s c r i b e d  b y  law for, the p r e s­

ident of the senate and the s p e aker of the h o u s e  of r e p r e s e n t a t i v e s .

A ll m e m b e r s  of the b o a r d  are e n t i t l e d  to p e r  d i e m  a n d  travel allowances 

as p r o v i d e d  b y  law for m e m b e r s  of state b oards a nd c o m m i s s i o n s .

SSSB 684



*  Sec. 6. AS 37.13.120(g) is a m e n d e d  to read:

(g) Subject to the limitations c o n t a i n e d  in [(h) A N D  (i) OF] this 

section, the b o a r d  m a y  invest c o r p o r a t i o n  assets at c o m p e t i t i v e  national 

m a r k e t  rates or p rices ap p l i c a b l e  to each i n v e s t m e n t  in

(1) o b l i g a t i o n s  of, or obligations i n s u r e d  b y  or g u a r a n t e e d  

by, the U n i t e d  States or agencies or i n s t r u m e n t a l i t i e s  of the U n i t e d  

S t a t e s ;

(2) ob l i g a t i o n s  s e c u r e d  b y  reserves p a i d  in b y  the U n i t e d  

States or agencies or i n strumentalities o f  the U n i t e d  States or o b l i g a­

tions of corporations in w h i c h  the U n i t e d  States is a s h a r e h o l d e r  or 

m e m b e r ;

(3) c e r t i f i c a t e s  of deposit, t e r m  deposits, o r  the e q u i v a­

lent, of [ISSUED BY] U n i t e d  States dome s t i c  ba n k s  w h i c h  are m e m b e r s  of 

the F e d e r a l  D e p o s i t  Insurance C o r p o r a t i o n  a n d  [FOR] w h i c h  m a y  be readily 

s o ld in a (GENERALLY RECOGNIZED] s e condary m a r k e t  at prices ref l e c t i n g  

fair va l u e  [EXISTS] or w h i c h  are fully s e c u r e d  at all times as to p a y­

men t  of pri n c i p a l  and interest as [BY INVESTMENTS] d e s c r i b e d  in (m)

[(1), (2), (8) O R  (12) —  (16)] of this Bection [SUBSECTION; THE S E C U R I­

TY P L E D G E D  U N D E R  THIS P A R A G R A P H  SHALL BE A T  L E A S T  E Q U A L  TO THE FACE 

VA L U E  O F  THE D E P O S I T  A N D  T HE BOARD M A Y  R E Q U I R E  S U B S T I T U T I O N  O F  C O L L A T E R­

AL] ;

(4) certif i c a t e s  of deposit, t e r m  deposits, or the e q u i v a­

lent, [SHARES] of fed e r a l l y  c hartered savings a n d  loan [LOANS] a s s o c i a­

tions in A l a s k a  w h i c h  m a y  be r e a d i l y  sold in a sec o n d a r y  m a r k e t  at 

prices r e f l e c t i n g  fair v a l u e  or w h i c h  are fully s e c u r e d  at all times as 

to payments of p r i n c i p a l  and interest as_ [BY INVESTMENTS] d e s c r i b e d  in 

(m) [(1), (2)] o f  this s e c t i o n  [SUBSECTION];

(5) [SAVINGS] certificates of deposit, t e r m  deposits, or the 

equivalent, of [ISSUED BY] state c h a r t e r e d  savings a n d  loa n  associations
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in A l a s k a  w h i c h  m a y  be readily sold in a sec o n d a r y  m a r k e t  at prices 

reflecting fair v a l u e  or w h i c h  are fully s e c u r e d  at all times as to 

payments of p r i n c i p a l  and interest as_ [BY INVESTMENTS] d e s c r i b e d  in (m) 

[(1), (2)) of this section [SUBSECTION];

(6) certificates of deposit, te r m  deposits, or the e q u i v a­

lent , of [DEPOSITS WITH] mutual savings banks in A l a s k a  w h i c h  m a y  be 

r e a dily sold in a secondary market at prices r e f l e c t i n g  fair value or 

w h i c h  are fully s e c ured at all times as to paym e n t s  of pri n c i p a l  and 

interest as_ [BY INVESTMENTS] d escribed in (m) [(1), (2)] of this sectior 

[ S U B S E C T I O N ] ;

(7) fi x e d - t e r m  certificates of indebtedness of fed e r a l l y  i n­

sured credit unions in A l a s k a  w h i c h  m a y  be r e a dily sold in a m a r k e t  at 

p ric o re f l e c t i n g  fair value or w h i c h  are fully s e c u r e d  at all times as 

to payments of p r incipal and interest as^ [BY INVESTMENTS] d e s c r i b e d  in 

(m) [(1), (2)] of this section [SUBSECTION];

(8) c orporate debt securities w h i c h  are ra t e d  A A  or b e t t e r  bj 

a n a t i o n a l l y  r e c o g n i z e d  r ating service;

(9) s h o r t - t e r m  corporate p r o m i s s o r y  notes of the h i g h e s t  

ratings a s s i g n e d  by a nationally r e c o g n i z e d  r a t i n g  service;

(10) bankers' acceptances drawn on a nd accepted by U n i t e d  

States banks each of w h i c h  have a c o m b i n e d  capital a nd surplus a g g r e g a t­

ing at least $200,000,000;

(11) rep u r c h a s e  agreements, the securities und e r l y i n g  the 

agreements b e i n g  any of the items in (1) -- (3) and (8) —  (10) of this 

subsection:

(12) the g u a ranteed portion o f  Federal Small Business 

A d m i n i s t r a t i o n  loans;

(13) the p o r t i o n  of first lie n  r e a l " estate mortgages 

gua r a n t r ' d  by the Federal Veterans A d m i n i s t r a t i o n  [ A S S O C I A T I O N ] ;
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