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No. 1
STATE OF ALASKA 1957 LEGISLATIVE SESSION
FISCAL NOTE

Bill Venion: HB 216

REQUEST: - Publish Date : HOUSE 2/27/87
Reglsmn oate¢,¢ . Agency Affected: Fish and Gane
€: An Act relating to gane BRU: Gane
farmina )
Sponsor: T.argnri anH MnnarH Components
Requeston ____________

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING FY 87 FY8 « FY 89 FY 90 FY ol FY 92
PERSONALSERVICES

SONTRACTUAL
UPPLIES

LRND It STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING

CAPITAL

REVENUE 1.0 1.0 1.1 1.2 1.2
FUNDING:  (Thousands of Dollars)

cenerALFUND

FEDERAL FUNDS
OTHER

TOTAL
POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS :  (AttachaSeparans page if necessary) indications are that approximately
50-60 people are presently farming birds without a valid license.
Assumes most of these people (40) would buy d license if fee were
lower and that an additional 20 people who presently do not farn
birds because fee is too high would buy license and farm birds.
Biennial revenues would be $1,200- presently they are $200.

Prepared by: T.w Panpllnf nlrpfl nr hone: 465-4190
Division: Game ate.  4/24187

Approved bv Commissioner, Dan.e /" * T?
Agency: Fish and Game

Dlstnbutlon bz preparer).
Legislative Finance
Leglslatlve Sponsor
Requestor
Offlce of Mana%ement and Budget
Impacted Agency(ies) page -- of
Senate Secretary
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Introduced: 3/27/87 5-0932A
Referred: Resources and

Finance
IN THE HOUSE BY LARSON AND MENARD
HOUSE BILL NO. 216
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to game farming."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 16.05.340(a)(14) is amended to read:
(14) Fish [OR GAME] farming biennial license............... 200
* Sec. 2. AS 16.05.340(a) 1is amended by adding a new paragraph to read:

(18) Game farming:

(A) Game mammal or game reptile farming biennial
license 200
(B) Game bird farming biennial license ... ....... 20

HB0216A -1- HB 216



MNJj3 21b - B d.c-ieL.-p_

April 18. 1987

Csar Representative-

W& have baan working an tha issua of tha Ganebird Parsing Licanae sinoa Juno of
1985* 1t vwaa at tat tlaa tdat Phil Sochi, a gama biologist in tta Coamisioner’'s
offlea at Juneau, s anare of AS 16.05* 330437"*0(1*0*. which reqguires that

a Gane Farming License for a blennieal fee $200.00 nmust be purdhesed for de
business of breeding, propagating, raising, or producing of gantebirds in captivity,
for the purpose of marketingganrebirds or their products.

The business/and or hadoy of propagating ganebirds has been popular in the U.S.A.
since the twun of te catury. | have seen a narked ad steady increase of people
raising ganebirds in Alaska, during the last 5 years, you would be surprised at
the nuntersli

A pair of Quail costs approxinetely $10.00 an the Alaskan market Tre License to©
breed them or propagate ad raise yp their chicks costs $200.00 biennieally, plus
a Business License of $25.00 a year. Thi3 statute, as wwitten in 1957. is cost
prohibative to the raising ad propagating of upland ganrebirds ad waterfond today.

Another point, an viewing tae Ganebird Industry in Alaska is that, being isolated
franm the other states as we are, this business is corpletely state-efficient. Birds
cliraatized t© o state weather produce a stwronger;, well-feathered chick The
off-spring, either eggs or chicks, mst be housed ard fed properly. rThis perpotuallly
stimulates the ecaoxany of Feed Stores, Hardnare Suppliers, Building Suppliers

where wire ard lurber ad additional materials are purchased

House Bill 216 would dange the anouit of norey people would henve to pay for selling
garebirds in Alaska We feel $250.00 every thwo years is far to muoh for every
ganrebird breeder7and or hobbyist to pay. I House Bill 216 becores law it shouldn't
substantially reduce the gross receits to the Gereral Fud ror sihould the costs

of administering the license exceed the licensing revernue Hie costs of adminis-
tering the Gane Licensing program are minimal ad will remain that way., The onlly
costs 1o the State is the time ad material necessary to issue te license. Data
needed for a Gane Farming License required by statute are as follons: Nane, Address,
Phone, physical Location, Applicant Description,. Years of Residentcy, Birthdate,
ad Social Security Nunber:

Enclosed you will find a copy of the rew Regulation ard Aviculturist3 Permit
cooperatively drafted by the Alaska Ganebird Assoc, ad the Alaska Dept, of Fish
ad Gare. The Regulation ad Permit was voted an ad judiciously accepted by
the Boaxrd of Ganre as of April 1, 1937. Both will be published by ADRRG in their



2.

new regulaton booklet available later this year. You will noteithaet both te
Regulation arnd Permit allow the buying, selling, trading, inpordng ad eqortdng
of wland ganebircs ad waterfon.

Honever, after a legal interpretation of this Regulation ad Permit by M. Ed
Hein, Attomey-at-Law an the Legal Staff at Juneau, he stated tat Indeed a

Gare Farming License is still necessary for the business of breeding, selling

or marketing these birds until the wording of the statute is danged

Once again we urge yau to support House Bill 216 ad pass this Bill

Sincerely,

cc: Boawrd of Directors, AGA
Representative Ron Larson
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No. 1

- -fia
STATE' OF ALASKA, 5] LEGISLATIVE SESSION
FISCAL NOTE
REQUEST: U, K8 21 e

RevisionDate: ______ ___ _______ A%ency Afafler?teed Fish and Gane

farming

SpOﬂSOI’ T.argnn anH MnnarH Com OnentS
Requestor. d

EXPENDITURES/REVENUES:  (ThousandsofDollats)

OPERATING FY 87 FY 88 . FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL

CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS.CLAIMS

MISCELLANEOUS

TOTAL OPERATING

CAPITAL

REVENUE 1.0 1.0 1.1 1.2 1%

FUNDING:  (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
ontER

TOTAL

POSITIONS:

FULL-TIME
PART-TIME

TEMPORARY

ANALYSIS - (An.vha sfiv*rary) Indications are that approximately
50-60 people are presently farming birds without a valid license.
Assumes most of these people (40) would buy a license if fee were
lower and that an additional 20 people who presently do not farn
birds because fee is too high would buy license and farm birds.
Biennial revenues would bo $1,200- presently they are $200.
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Offered: 5/16/87 5-0932L
Referred: Finance

Original sponsors: Larson and Menard

IN THE HOUSE BY THE RESOURCES COMMITTEE
SENATE CS FOR HOUSE BILL NO. 216 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to game farming."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 03.05.010(a) 1is amended to read:
(a) The commissioner of natural resources shall
(1) direct, administer, and supervise promotional and
experimental work, extension services, and agricultural projects for
the purpose of promoting and developing the agricultural industry

within the state including such fields as horticulture, dairying,
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cattle raising, fur farming, grain production, vegetable production,
and development of other agricultural products;

(2) procure and preserve all information pertaining to the
development of the agricultural industry and disseminate that informa-
tion to the public;

(3) assist prospective settlers and others desiring to
engage in the agricultural industry in the state with information
concerning areas suitable for agriculture and other activities and
programs essential to the development of the agricultural industry 1in
the state;

(4) review the marketing, financing, and development of
agricultural products inside the state including transportation, with
special emphasis upon local production, and negotiate for the market-
ing of agricultural products of the state with federal and state
agencies operating in the state; [AND]

(5) regulate and control th® entry into the state and the

HB0216b -1- SCS HB 216 (Res)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

transportation, sale” or use inside the state of plants, seeds, vege-
tables, fruits and berries, nursery stock, animal feeds, remedies and
mineral supplements, fertilizers, and agricultural chemicals in order
to prevent the spread of pests, diseases, or toxic substances injuri-
ous to the public interest, and to protect the agricultural industry
against fraud, deception and misrepresentation; in this connection the
commissioner may require registration, inspection, and testing, and
establish procedures and fees; and

(6) regulate the farming of elk in a manner similar to the
manner in which the commissioner regulates domestic animals and live-
stock, to the extent that 1is appropriate.
Sec. 2. AS 03.05.011 is amended by adding a new subsection to read:

(b) The commissioner of environmental conservation shall regu-
late the farming of elk in a manner similar to the manner in which the
commissioner regulates domestic animals and livestock, to the extent
that is appropriate.

Sec. 3. AS 16.05 1is amended by adding a new section to read:

Sec. 16.05.331. ELK FARMING. (a) Elk may be raised and bred as
domestic stock for commercial purposes, including the sale of meat, by
a person who lawfully owns the elk and who holds a current valid game
mammal farming license.

(b) The department may issue a game mammal farming Jlicense for
the farming of elk to a person who applies on a form provided by the
department, pays the fee established under AS 16.05.340, and who
proves to the satisfaction of the department that the person

(1) intends to raise and breed elk; and
(2) possesses facilities for maintaining the elk under
positive control.

(c) Notwithstanding other provisions of law, a license or permit

SCS HB 216(Res) -2- HB0216b



from the department, other than a game mammal farming license, is not
required in order to import, export, or possess elk for the purpose of
elk farming. A live elk may not be captured from the wild or released
into the wildwithout an appropriate Jlicense or pernit from the
department.

(d) Elk imported, exported, or possessed for the purpose of elk
farming are subject to the provisions of AS 03 and regulations adopted
under AS 03 by the commissioner of natural resources or the commis—
sioner of environmental conservation for domestic animals and live—
stock, to the extent they are made applicable to elk by the commis—
sioners .

(e) Inthis section, "lawfully owns””means ownership that was
obtained without violating a state or federal law or regulation, or a
condition of a license or permit issued with respect to game.

* Sec. 4. AS 16.05.340(a)(14) is amended to read:
(14) Fish [OR GAME] farming biennial license............... 200
* Sec. 5. AS 16.05.340(a) 1is amended by adding a new paragraph to read:
(18) Game farming:
(A) Game mammal or game vreptile farmingbiennial
Lo 0 - 200

(B) Game bird farming biennial license .............. 20

HB0216b -3- SCS HB 216 (Res)
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Introduced: 3/27/87
Referred: Resources
Finance

IN THE HOUSE

IN

5-0932A
and

BY LARSON AND MENARD
HOUSE BILL NO. 216

THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

For an Act entitled:

A BILL

"An Act relating to game farming."

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

* Section 1. AS
(14)
* Sec. 2. AS 16.

(18)

license

HBO216A

16.05.340(a)(14) is amended to read:

Fish [OR GAME] farming biennial license............... 200

05.340(a) 1is amended by adding a new paragraph to read:

Game farming:

(A) Game mammal or game reptile farming biennial
200

(B) Game bird farming biennial license .............. 20

-1- HB 216



April 18. 1987

DeAr Rapresent*tve-

V# henve b«wn working an ttha issue of td|a Gansbird Faming License sinca Juna of
1985* 1t wes at tat time tdat Phil Kohl, a gans biologist in tm|a Coomlisionsr’s
offica at Juneau, nece us anare of AS 16.05.330437(1*0*. which requires tat

a Gare Farmming License for a biennieal fee $200.00 nmust be purchesed for the
business of breeding, propagating, raising, or producing of ganrebirds in captivity,
for the purpose of marketing.ganebirds or their products.

The business/and or hadby of propagating ganebirds has been popular in the U.S.A.
since the twm of e cantury. | have seen a mnarked ad steady increase of people
raising garebirdcs in Alaska, during te last 5 years, you would be surprised at
te runbersl

A pair of Quail costs gpproxinetely $10.00 an the Alaskan market The License to
breed them or propagate ad raise p their chicks costs $200.00 biennieally, plus
a Business License of $25.00 a year. This statute, as witten in 1957. is cost
prohibative to the raising ad propagating of upland ganebirds ad waterfond today.

Another point, an viewing tre Ganebird Industry in Alaska is that, being isolated
fram te oter states as we are, this business is conpletely state-efficient. Birds
climatized 1O awr state weather produce a stronger, well-feathered chick The
off-spriing, eijtrer egrxs or chicks, must be housed ad fed properly. —This perpetually
stimulates the ecoary of Feed Stores, Hardnare Suppliers, Building Suppliers

whrere wire ad Iurber ad additional nmaterials are purchased

House Bill 216 would dange the anouit of naey people wauld have to pay for selling
garebirds in Alaska. Wo feel $250.00 every tho years is far to muh for every
ganebird breeder/and or hobbyist to pay. If House Bill 216 becores law it shouldn't
substantially reduce the gross receits to tte Gereral Fud ror should the costs

of administering the license exceed the licensing revenue. The costs of adminis-
tering the Gane Licensing program are minimal ad will remain tat way., The anlly
costs 1o te State is te tine ad material necessary 1o issue te license. Data
needed for a Gane Farming License required by statute are as follons Name, Address,
Phone, Physical Location, Applicant Description, Years of Residentcy, Birthdate,
ad Social Security Nunber:

Enclosed you will find a cogpy of the rew Regulation ad Aviculturists Permit
cooperatively drafted by tie Alaska Garebird Assoc, ard the Alaska Dept, of Fish
ad Ganre. The Regulation ad Permit wes wvoted an ad judiciously accepted by
the Board cF Gare as of April 17, 1937. Both will be published by ADRRG in their



new regulation booklet available later this year. Yau will note'that both te
Regulation ard Permit allow te buying, selling, trading, inportdng arnd eqordng
of uwplad ganrebircs ad waterfond.

Honever, after a legal interpretatdon of this Regulation ard Permit by Hr. Ed
Hein, Attomey-at-Law an the Legal Staff at Juneay, ha stated tat Indeed a

Gane Farming License is still necessary for te business of breeding, selling

or marketing these birds until te wording of the statute is dhanged

Once again we urce you to suypport House Bill 216 ad pass this Bill

Sincerely,

cc: Board of Directors, AGA
Representative Ron Larson
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(1) -
Date referred:5/4/37 FURTHER REFERRALS:

DATE: 5 (s/83%

The Finance Committee has considered HB 217

"An Act relating to purchase of foreign investments by the board of trustees
of the Alaska permanent fund."

KECCHMKHDS: |
replace with c/3 Wle] [ ] the same title
[ ] attached amendment(s) [ ] a new title
do pass

] do not pass
] no recommendation
] individual recommendations

[
[
[
[

] additional referral to the Committee
ADOPTS: [ 3 letter of intent
ATTACHES HEW FISCAL NOTE(s):
fiscal impact [ ] same as previous fiscal note
rf zero fiscal note published
[ ] zero with analysis [ ] same as previous zero fiscal
note published
SIC ONS:
P(SUL6t
PICANVL 5 - ¢ WATUS
6 oU

~ Chairman's signature



STATE OF ALASKA BILL VERSION : ¢~ HB 217 Cft")
1988 LEGISLATIVE SESSION PUBLISH DATE:

FISCAL NOTE

REQUEST:
Revision Date: Agency Affected: Revenue )
Title: An Act relating to purchase of B&U: Permanent Fund corpora firm

foreign securities hv PFC.

Sponsor: Rules Components
Requestor: Governor

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 Fy 91 FY 92 FY 93

PERSONAL SERVICES - _

TRAVEL - - - - -
CONTRACTUAL - 35.0 500-0. 500.0 _.snn.o snn.o
SUPPLIES _

EQUIPMENT - _
LAND & STRUCTURES - - -

GRANTS, CLAIMS
MISCELLANEOUS - - - - - -

TOTAL OPERATING - 35.0 500.0 500.0 500.0 500.0

CAPITAL - - -

REVENUE - - - - — -

FUNDING: (Thousands ofDollars)

GENERAL FUND
FEDERAL FUNDS - - - -
OTHER - 35.0 500.0 500.0 500.0 500.0
TOTAL - 35.0 500.0 500.0 500.0 500.0

POSITIONS:

FULL-TIME - - . . — —
PART-TIME i . i i ) _
TEMPORARY : . _ _ ] _

ANALYSIS :  (Attach aseparate page if necessary)
FY 89: Coatractudl services for manager search.
FY SO - FY 93: Management fees.

Preparedby:  Alaska Permanent Fupd Corporation Phone:  /65- 2M7

Division: Date: February 8, 1988

Approved by Commissioner: David A. Rose r.Ker.; nirorrnr msmssmip- February 8, 1988

Agency: Alaska Pprmnnanr Fund ftnrnnrphVnn® « : *""1 m& 1 il
1 iAq0 Ja-1ma
Distribution (by preparer): J\"X v-r 1t o1
Legislative Finance -
Legislative Sponsor res 111383
Requestor

Office ofManagement and Budget
Impacted Agency(ies) LGic" _ATiV; F.":\"AG"CE pa& - U of _I-
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Original sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 217 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to purchase of investments by the
board of trustees of the Alaska permanent fund."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.13.120(g)(8) is amended to read:

(8) domestic corporate debt securities that [WHIC
rated AA or better by a nationally recognized rating service, or
foreign corporate debt securities of comparable quality;

* Sec. 2. AS 37.13.120(g)(19) is amended to read:

(19) certificates of deposit, term deposits, or bankers'
acceptances, which are issued by a United States or foreign bank or
trust company located in a foreign country and are denominated in
United States or foreign currency, if either (A) they may be readily
sold in a secondary market at prices reflecting fair value, or (B) the
issuingbank or trust company has capital® [AND] surplus, and retained

* earningsat the date of issue equaling at least $500,000,000; invest-
ments made under this paragraph are not subject to the <collateral
requirements for domestic certificates under (m) of this section;

* Sec. 3. AS 37.13.120(g) is amended by adding a new paragraph to read:

(21) securities of foreign governments, foreign govern-
mental agencies, and foreign corporations the principal of which is,
or the interest or dividends on which are, payable in either United
States dollars or foreign currencies

* Sec. 4. AS 37.13.120(h) is amended to read:

(h) The board may enter into future contracts for the sale of

-1- CSHB 217(Fin)



investments purchased under (g) of this section, or for the sale of
foreign currencies, only for the purpose of hedging an existing equiv-
alent ownership position in these investments [SECURITIES].
* Sec. 5. AS 37.13.120(i) is amended to read:
(i) [AT THE TIME OF EACH INVESTMENT, THE AGGREGATE INVESTMENT (

THE ALASKA PERMANENT FUND IN EACH STATED CATEGORY OF INVESTMENT MAY
NOT EXCEED THE FOLLOWING STATED PERCENTAGE OF THE TOTAL INVESTMENTS OF
THE FUND: MORTGAGES UNDER (g)(16) OF THIS SECTION, 15 PERCENT; REAL
ESTATE INVESTMENTS UNDER (g)(20) OF THIS SECTION, 15 PERCENT; FOREIGN
CERTIFICATES OF DEPOSIT OR THE EQUIVALENT UNDER (g)(19) OF THIS SEC-
TION, 20 PERCENT; CORPORATE STOCKS AND DEBT SECURITIES UNDER (g)(8),
(9), AND (18) OF THIS SECTION, 50 PERCENT.] The Alaska permanent fund
may at no time own more than five percent of the voting stock of a
corporation. Domestic stocks, except for bank and insurance company
stocks, must be listed at the date of purchase on an exchange regis-
tered with the Securities and Exchange Commission. At the time of
each investment the aggregate investment of the fund in each stated
category of investment may not exceed the following stated percentage
of the total investments of the fund:

(1) mortgages under (g)(16) of this section - 15 percent;

(2) real estate investments under (g)(20) of this section -
15 percent;

(3) foreign certiricatej of deposit, foreign term deposits,
and foreign bankers' acceptances under (g)(19) of this section, and
securities of foreign governments, foreign governmental agencies, and
foreign corporations under (g)(8) and (21) of this section - 20 per-

cent ;
(A) domestic corporate stocks and debt securities under
(g)(8), (9), and (18) of this section - 50 percent.

CSHB 217(Fin) -2-
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2/29/88

BY THE FINANCE COMMITTEE

217 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE

an Act entitled: "An Act relating

board of trustees
IT ENACTED BY THE LEGISLATURE OF THE

* Section 1. AS 37.13.120(g)(8) s

domestic

(8)

rated AA or better by a

foreign corporate debt securities

Sec. 2. AS 37.13.120(g)(19) is am

(19) certificates of d

acceptances, which are issued by

trust company located in a forei

United States or foreign

sold in a secondary market at

issuing bank or trust company has

earnings at the date of issue

ments made under this paragraph

requirements for

Sec. 3. AS 37.13.120(g) is

(21) securities of

mental agencies, and foreign corp

or the interest or dividends

States dollars or foreign

* Sec. 4. AS 37.13.120(h) is

The board may enter int

(h)
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nationally

currency,
prices
capital,

equaling

domestic certificates

amended by adding a new paragraph

foreign

on which

amended

- SECOND SESSION

to purchase”of investments by the

of the Alaska permanent fund."”

STATE OF ALASKA:

amended to read:

corporate debt securities that [WHIC

recognized rating service, or

of comparable quality;

ended to read:

eposit, term deposits, or bankers'

a United States or foreign bank or

gn country and are denominated in

readily
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investments purchased under (g) of this section, or for the sale of
foreign currencies, only for the purpose of hedging an existing equiv-
alent ownership position in these investments [SECURITIES].

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

(i) [AT THE TIME OF EACH INVESTMENT, THE AGGREGATE INVESTMENT (

THE ALASKA PERMANENT FUND IN EACH STATED CATEGORY OF INVESTMENT MAY
NOT EXCEED THE FOLLOWING STATED PERCENTAGE OF THE TOTAL INVESTMENTS OF
THE FUND: MORTGAGES UNDER (g)(16) OF THIS SECTION, 15 PERCENT; REAL
ESTATE INVESTMENTS UNDER (_ge)_(jﬁA) <A<?9F0 Elfjlrg TSECTICé_I\iI, 15 _IT\ERCII(ECNJIS L:VOREIGVNA'
CERTIFICATES OF DEPOSITOR THE EQUIVALENT UNDER (g)(19) OF THIS SEC-
TION, 20 PERCENT"CORPORATE STOCKS AND DEBT SECURITIES UNDER (g)(8),
(9), AND (18) OF THIS SECTION, 50 PERCENT.] The Alaska permanent fund
may at no time own more than five percent of the voting stock of a
corporation. Domestic stocks, except for bank and insurance company
stocks, must be listed at the date of purchase on an exchange regis-
tered with the Securities and Exchange Commission. At the time of
each investment the aggregate investment of the fund in each stated
category of investment may not exceed the following stated percentage
of the total investments of the fund:

(1) mortgages under (g)(16) of this section - 15 percent;

(2) real estate investments under (g)(20) of this section -
15 percent;

(3) foreign certificates of deposit, foreign term deposits,
and foreign bankersl acceptances under (g)(19) of this section, and
securities of foreign governments, foreign governmental agencies, and
foreign corporations under (g)(8) and (21) of this section - 20 per-
cent;

(4) domestic corporate stocks and debt securities wunder
(g)(8), (9), and (18) of this section - 50 percent.

217(Fin) -2-
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ALASKA STATE CHAMBER OF COMMERCE

310 Second Street
Juneau, Alaska 99801
(907)586-2323
March 4, 1988

The Honorable Al Adams, Chairman
House Finance Committee

Alaska State Legislature

P.O. Box V

Juneau, AK 99811

Dear Al:

On Monday, March 7 you will be considering HB 217 relating to
foreign investment by the Alaska Permanent Fund.

We have reviewed the Bill and strongly support the legislation
as set forth in the committee substitute.

The Alaska State Chamber favors passage for the following
reasons:

1. The Fund has developed (and earned) a reputation for
conservative, careful, and deliberate investment. It
clearly has the professional competence to utilize the
additional proposed investment tools for the betterment of
the State and its citizens.

2. The expansion of investments to the 1international arena
provides further diversification of the Fund®"s stock and
bond portfolios. This blending and diversifying permits the
Fund to continue its investment mission at lower risk than
that currently being experienced.

3. Generally, foreign investments generate higher ean.ings than
domestic investments. This is evidenced by the performance
of such investments in State PEP.3 and TRS. While this
should not be a compelling argument for foreign investment,
it is clearly indicative that expected returns, over time,
will be at least equal to domestic investments.

4. Finally, and perhaps most important from our viewpoint, 1is
the by-product benefit of foreign investment. The contacts
made by the Fund will be extremely valuable. As it

researches foreign corporations; confers, meets, and enters
into business arrangements with major nondomestic bankers
and financiers; and creates dialogue with business leaders
throughout the world, the Fund will bring business visitors
and potential investors to our state. As these visitors



establish relationships with the Fund, they will gain
firsthand exposure to Alaska and its business and economic

opportunities.

The global outreach which will be facilitated by international
investment is most timely in these difficult economic times for
Alaska. We must do everything possible to expand our horizons
and develop increased economic activity. Enactment and
implementation of the Committee Substitute for House Bill 217
will help us accomplish this.

We recommend its adoption.



Alaska Permanent Fund Corporation
Pouch 4-1000 Juneau, Alaska 99802

(907) 465-2047 Telex 099-46-323

April 13, 1987

R epresentative Fran Uilmer, C hair
House State A ffiars Committee
P.O . Box V

Juneau, A laska 99811

Dear R epresentative Uilmer:

I am w riting to regquest that you schedule H ouse B ill N o.
relating to purchase of foreign investments by the board
A laska permanent fund."

T his b ill is supported by the board o f trustees o f the A
Fund Corporation. It w as originally recommended by the
September 26, 1986 (see B oard R esolution 86 -13 attached).
Board mem bership at that tim e w as quite a b it different
the”bill w as discussed again at the m ost recent B oard m
9, 1987, and the original recommendation for passage o f

stands.

W e think it is im portant for the legislature to expand
authorized list of investm ents to include foreign secur rities
look forw ard to testifying in support o f this b ill at your
convenience. Staff w ill b 6 providing your comm ittee w ith

m aterial on this b il in particular and global investing

T hank you.

W ith warm regards.

D avid A . R ose

E xecutive D irector

A ttachment

Permanent



RESOLUTION OF THE BOARD OF TRUSTEES
THE ALASKA PERMANENT FUND CORPORATION
REGARDING INVESTMENTS IN FOREIGN SECURITIES

RESOLUTION 86-13

WHEREAS, returns from foreign investment have exceeded

those in the United States over most recent ten year periods; and

WHEREAS, the United States represents less than one-half
of the world"s equity capitalization and is declining in share as

foreign economies experience more rapid long-term growth; and

WHEREAS, equity participation in many emerging and fast
growth industries can only be attained through foreign investment;

and;

WHEREAS, foreign securities markets exhibit a low corre—
lation with the U.S. market therefore reduced overall portfolio

volatility will result from international investments; and

WHEREAS, no one national market consistently produces

superior or inferior returns; and

WHEREAS, combining U.S. and international investments
has consistently provided both increased return and reduced risk

compared to a portfolio of all U.S. equities; and



WHEREAS, growth in the U.S. economy remains slow while

many Tforeign economies enjoy more rapid and accelerating growth;

and

WHEREAS, increased disposable income and low inflation

abroad is spurring consumer demand and domestic growth; and

WHEREAS, a continuation of the dollar®s gradual descent
will enhance U.S. investors®™ total return from foreign security

holdings;

NOW THEREFORE BE IT RESOLVED that the Board of Trustees
recommend that the State of Alaska Legislature consider and adopt
legislation permitting purchase of foreign securities similar 1in

content to the suggested Bill attached hereto as Appendix A.

PASSED AND APPROVED by the Board of Trustees of the
Alaska Permanent Fund Corporation, this 26th day of September,

1986.

Clyde M. Sherwood, Chairman
Board of Trustees

Alaska Permanent Fund Corporation

David A. Rose, Executive Director

Page 2
Resolution 86-13



ALASKA PERMANENT FUND CORPORATION
BOARD OF TRUSTEES

APPENDIX A TO RESOLUTION 86-13
INVESTMENTS IN FOREIGN SECURITIES

A BILL
For an Act entitled: "An Act relating to purchase of foreign
securities by the Alaska permanent fund."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.13. 120 (g (8) is amended to read:

(8) domestic corporate debt securities which are
rated AA or better by a nationally recognized rating service, or
foreign corporate debt securities of comparable quality;

* Sec. 2. AS 37.13.120 (g)(19) is amended to read:

(19) certificates of deposit, tern deposits, or
bankers® acceptances, which are issued by a United States or
foreign bank or trust company located in a foreign country ana are
denominated 1in United States or foreign currency, 1if either (A)
they may be readily sold in a secondary market at prices reflecting
fair value, or (B) the issuing bank or trust company has capital
and surplus at the date of issue equaling at least S100,000,000
($500,000,000); investments made under this paragraph are not
subject to the collateral requirements for domestic certificates
under (m) of this section;

* Sec. 3. AS 37.13.120(g) is amended by adding a new
paragraph to read:

(1) securities of foreign governments, foreign
governmental agencies, and foreign corporations the principal of
which 1is, or the interest or dividends on which are, payable in
either United States dollars or foreign currencies.

* Sec. 4. AS 37.13.120(h) 1is amended to read:

) The board may enter into future contracts for
sale of investments purchased under (g) of this section, or for the
sale of foreign currencies, only for the purpose of hedging an
existing equivalent ownership position in these investments

(SECURITIES].



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

) At thetime of each investment, the aggregate
investment of the Alaska permanent fund in each stated category of
investment may not exceed the following stated percentage of the
total investments of the fund: mortgages under (g) (16) of this
section, 15 percent; real estate investments under (g)(0) of this
section, 15 percent; foreign certificates of deposit, foreicn term
deposits, and foreign bankers®™ acceptances [OR THE EQUIVALENT)
under (g)(9) of this section, 20 percent; securities of foreicn
governments, foreign governmental agencies. and foreicn
corporations under (g) (8 and (21) of this section, 20 percent:
domestic corporate stocks and debt securities under @ ., (O,
and (18) of this section, 50 percent. The Alaska permanent fund
may at no time own more than five percent of the voting stock of a
corporation. Domestic stocks, except for bank and insurance
company stocks, must be listed at the date of purchase on an

exchange registered with the Securities and Exchange Commission.
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INTERNATIONAL EQUITY MARKETS
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INTERNATIONAL FIXED INCOME MARKETS
ANNUALIZED RETURNS IN U.S. DOLLARS
1970 - 1986
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THE IMPORTANCE OF INVESTING GLOBALLY IN A SHRINKING WORLD

Why foreign investments? This is a question which
wouldn®"t even have arisen 20 years ago. In 1967, the United
States®™ financial markets represented over two-thirds of the
world"s equity market capitalization, and the United States
was the world®"s unquestioned financial and industrial lead—
er. By the end of 1987, it represented only 33% of the
world®s equity market capitalization, and many economists

predict that this percentage will continue to shrink.

The world"s investable capital markets, excluding cash
and real estate, totaled some $13 trillion at the end of
December 1986. The world fixed-income markets amounted to
some $7.4 trillion while the world equity markets totaled
$5.6 trillion. Some statisticians are projecting that by
the year 2000, world GNP will be over $15 trillion, with 75%

outside the United States.

With the breakdown of exchange controls and rapid
technological advances 1in communications, the internation—
alization of the world"s financial markets has been pro—
ceeding at a rapid pace. To put into perspective the
magnitude of these changes, one only has to consider that in

1973 television news in Juneau was delayed at least a day



and all scheduled programs were delayed a week. The tapes
had to be flown to Juneau from Seattle, and not infrequent-
ly, bad weather delayed their arrival. The only access to
current world news and the financial markets was the tele-
phone.

Today, thanks to satellite telecommunications, the
Alaska Permanent Fund Corporation has instant access not
only to world news but also to the world's financial
markets. In our office in Juneau, each of our investment
officers has two television monitors on which we are able to
obtain Reuters and Telerate financial services. We have
instant access to the stock market, the U.S. Government bond
market, foreign exchange quotations, commodities, financial
futures, worldwide financial news, and trading in U.S.
Government bonds in both London and Tokyo as well as New
York.

The rapidity with which the world has been shrinking
has been truly breathtaking. Worldwide global telecommuni-
cations and the integration of the world's financial markets
is no longer a dream but well on the way to being an accom-
plished fact.

During the past 17 years, a period of explosive change,
the non-U.S. markets have offered significant investment



opportunities for U.S. investors. Many of the world's
fastest growing economies today are located in the Pacific
Basin, and investments in this area offer some of the most

attractive opportunities currently available.

Opportunities can be seen both in the form of return
enhancement and risk reduction. A number of statistical
studies have shown definite benefits from foreign invest-
ment, both in the level of return and the reduction of risk.
It has been demonstrated that the inclusion of foreign
investments in a domestic portfolio reduces the volatility
(risk) of that portfolio since the world's financial markets
do not all move in concert. The degree of benefit demon-
strated varies from one study to another depending upon the
particular time span used, the countries covered, and the
types of investments, but the positive conclusions persist

through all of them.

Global investing isn't restricted to only a few com-
panies; it includes most of the world's major industries.
The number one oil company in the world is Exxon. Numbers
two and three are foreign companies - The Royal Dutch Shell
Group and British Petroleum. The two largest food companies
are European - Unilever of Dutch and British ownership; and
Nestle, a Swiss concern. The number two and three chemical

companies in the world behind Dupont are German - Bayer and

3.



Hoechst. And the top four banks are Japanese - Daichi
Kangyo, Fuji, Sumitomo, and Mitsubishi. Some of the most
significant research for modern wonder drugs 1is being
undertaken by a number of major Swiss and British pharma—

ceutical companies.

Currently the world is involved in fierce competition
to determine which companies will be the winners 1in the
fields of capital goods, consumer electronics, and tele—
communications. A large number of the most rapidly growing
firms are situated outside the United States, reflecting
fast expanding overseas markets and abundant overseas
supplies of industrial raw materials and of labor at various
skill levels. In some instances, investors can only parti—
cipate in certain areas of technology by investing 1in

foreign firms.

Over the ten year period ending December 1986, the
Standard & Poor"s 500 Index managed a very healthy com—
pounded return of 13.7% annually. The Capital International
Europe, Australia, Far East Index returned an annual 22.3%
for the same period. The next decade may be just the con-—
verse with the S&P at 22.3% and EAFE at 13.7%. Even if this
is the case, one can be fairly certain that there will be

countries, securities, and whole asset classes that will



outperform the U.S. for periods of time during the next

decade.

The United States® 1inability to stand apart from the
rest of the world as an independent entity is, above all,
the reason to factor international investing into investment
plans. In addition, a number of analysts suggest that the
prudent man rule and the prudent expert rule require
investors with fiduciary responsibilities to look carefully
at developments worldwide and to put in place plans for an
uncertain future - a future of unpredictable global influ—

ence on investments.

We don®"t know how the U.S. market will compare to
foreign markets over the next twenty years. The analysis of
international markets should be embraced because it can
protect a securities portfolio against unforeseen dangers.
Uncertainty about the future should be a compelling force

leading investors to diversify as widely as possible.



March 25, 1987

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.0O. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. |I1l1l, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the
purchase of foreign 1investments by the board of trustees
of the Alaska Permanent Fund. The bill specifically per—

mits the purchase of foreign securities by the board.

Returns from foreign 1investment have exceeded those from
investments 1in the United States over most recent 10-year
periods. In addition, the United States represents less
than one-half of the world"s equity capitalization, and
that share 1is declining as foreign economies experience
more rapid long-term growth. No one national market con-—
sistently produces superior or inferior returns, and for—
eign securities markets exhibit a low correlation with the
U.S. market. Consequently, the ability to invest in those
foreign securities will reduce overall portfolio risk
while providing an increased vreturn when compared to a
portfolio of solely U.S. equities.

In sec. 2 of the bill, capital and surplus requirements
are reduced 1in recognition of different 1international ac-—
counting conventions. For example, it has been reported
in Barron®"s National Business and Financial Weekly that,
if U.S. regulators required U.S. banks to establish a mod-—
est 10 percent reserve against their loans to the six ma-—
jor Latin American debtors, it would cost Chase Manhattan
Bank $4.82 a share this year and Manufacturers Hanover Trust

Co. more than twice that amount. On the other hand, some
German banks reserve more than 30 percent against
lesser-developed-country loans. If we were to require

$500,000,000 1in capital and surplus of all foreign banks,
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we might be forced to eliminate investments 1in banks with
smaller vreported capital but very Jlarge unreported re—

serves, which might make them some of the safest banks in
the world.
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SENATE COMMITTEE REPORT

FURTHER

DATE TURNED INTO OFFICE d rizr/f>
5/2/88
Mr. President:
FINANCE Committee considered CSHB 217 (FIN)

purchase of investments by the board of trustees of the Alaska
permanent fund

and recommended

[ 1 replace with _ Cs D[] same title
[ 1 or adopt CS J[1 new title

[ 1 attached amendment(s) and
iNdoN pass

] do not pass

] no recommendation

] individual recommendations
] further referral to

3 letter of intent adopted

Committee [ 3 attached or [ 3 adopted Fiscal note(s)

[ 3 new [ 1 updated or 7/ [ *d™previous
[ 1 zero [ "Ffiscal impact 3&.0
NING DO PASS OTHER RECOMMENDAT IONS

Chairman signature and recommendation
[ ] Committee Backup attached
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Alaska Permanent Fund Corporation

Pouch 4*1000 Juneau, Alaska 99802
(907) 465-2047  Telex 099-46-323

April 13, 1987

Representative Fran Ulmer, Chair
House State Affiars Committee
P.O. Box V

Juneau, Alaska 99811

Dear Representative Ulmer:

I am writing to request that you schedule House Bill No. 217, "An Act
relating to purchase of foreign investments by the board of trustees of the
Alaska permanent fund."

This bill is supported by the board of trustees of the Alaska Permanent
Fund Corporation. It was originally recommended by the Trustees on
September 26, 1986 (see Board Resolution 86-13 attached). Since the
Board membership at that time was quite a bit different than at present,

the_bill was discussed again at the most recent Board meeting on March
9, 1987, and the original recommendation for passage of this bill still
stands.

We think it is important for the legislature to expand the Fund's
authorized list of investments to include foreign securities, and we

look forward to testifying in support of this bill at your earliest
convenience. Staff will bE providing your committee with back-up
material on this bill in particular and global investing in general.
Thank you.

With warm regards.

David A. Rose
Executive Director

Attachment



RESOLUTION OF THE BOARD OF TRUSTEES
THE ALASKA PERMANENT FUND CORPORATION
REGARDING INVESTMENTS IN FOREIGN SECURITIES

RESOLUTION 86-13

WHEREAS, returns fro™ foreign investment have exceeded

those in the United States over most recent ten year periods; and

WHEREAS, the United States represents less than one-half
of the world"s equity capitalization and is declining in share as

foreign economies experience more rapid long-term growth; and

WHEREAS, equity participation in many emerging and fast
growth industries can only be attained through foreign investment;

and;

WHEREAS, foreign securities markets exhibit a low corre—
lation with the U.S. market therefore reduced overall portfolio

volatility will result from international investments; and

WHEREAS, no one national market consistently produces

superior or inferior returns; and

WHEREAS, combining U.S. and international investments
has consistently provided both increased return and reduced risk

compared to a portfolio of all U.S. equities; and



WHEREAS, growth in the U.S. economy remains slow while
many Fforeign economies enjoy more rapid and accelerating growth;

and

WHEREAS, 1increased disposable income and low inflation

abroad is spurring consumer demand and domestic growth; and

WHEREAS, a continuation of the dollar®"s gradual descent
will enhance U.S. investors®™ total return from foreign security

holdings;

NOW THEREFORE BE IT RESOLVED that the Board of Trustees
recommend that the State of Alaska Legislature consider and adopt
legislation permitting purchase of foreign securities similar in

content to the suggested Bill attached hereto as Appendix A.

PASSED AND APPROVED by the Board of Trustees of the

Alaska Permanent Fund Corporation, this 26th day of September,

1986.

Clyde M. Sherwood, Chairman

Board of Trustees

Alaska Permanent Fund Corporation
AT

David A. Rose, Executive Director

Page 2
Resolution 36-13



ALASKA PERMANENT FUND CORPORATION
BOARD OF TRUSTEES

APPENDIX A TO RESOLUTION 86-13
INVESTMENTS IN FOREIGN SECURITIES

A BILL
For an Act entitled: "An Act relating to purchase of foreign
securities by the Alaska permanent fund."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.13.120(g)(8) 1is amended to read:

(@) domestic corporate debt securities which are
rated AA or better by a nationally recognized rating service. or
foreign corporate debt securities of conoarable cualityv;

* Sec. 2. AS 37.13.120 (g)(19) is amended to read:

(19 certificates of deposit, term deposits, or
bankers® acceptances, which are 1issued by a United States or
foreign bank or trust company located in a foreign country and are
denominated in United States or foreign currency, if either (A
they may be readily sold in a secondary market at prices reflecting
fair value, or (B) the issuing bank or trust company has capital
and surplus at the date of issue equaling at least $100.000.000
[8500,000,000); investments made under this paragraph are net
subject to the collateral requirements for domestic certificates
under (m) of this section;

* Sec. 3. AS 37.13.120(g) is amended by adding anew
paragraph to read:

1) securities of foreign governments, foreicn
governmental agencies, and foreign corporations the principal of
which 1is, or the interest or dividends on which are, payable in
either United States dollars or foreign currencies.

* Sec. 4. AS 37.13.120(h) 1is amended to read:

() The board may enter into future contracts for the
sale of investments purchased under (g) of this section, or for the
sale of foreign currencies, only for the purpose of hedging an
existing equivalent ownership position in these investments

(SECURITIES).



March 25, 1987

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. |Il1l, sec. 18, of the Alaska

Constitution, I am transmitting a bill relating to the
purchase of foreign investments by the board of trustees
of the Alaska Permanent Fund. The bill specifically per—

mits the purchase of foreign securities by the board.

Returns from foreign 1investment have exceeded those from
investments in the United States over most recent 10-year
periods. In addition, the United States represents less
than one-half of the world"s equity capitalization, and
that share is declining as foreign economies experience
more rapid long-term growth. No one national market con-—
sistently produces superior or inferior returns, and for—
eign securities markets exhibit a low correlation with the
U.S. market. Consequently, the ability to invest in those
foreign securities will reduce overall portfolio risk
while providing an increased return when compared to a
portfolio of solely U.S. equities.

In sec. 2 of the bill, capital and surplus requirements
are reduced in recognition of different international ac—
counting conventions. For example, it has been reported
in Barron®s National Business and Financial Weekly that,
if U.S. regulators required U.S. banks to establish a mod-—
est 10 percent reserve against their loans to the six ma-—
jor Latin American debtors, it would cost Chase Manhattan
Bank $4.82 a share this year and Manufacturers Hanover Trust

Co. more than twice that amount. On the other hand, some
German banks reserve more than 30 percent against
lesser-developed-country loans. If we were to require

$500,000,000 in capital and surplus of all foreign banks,
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ALASKA STATE CHAMBER OF COMMERCE
310 Second Sired
Juneau, Alaska 90801

March 4, 1988

The Honorable Al Adams, Chairman
House Finance Committee

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Al:

On Monday, March 7 you will be considering HB 217 relating to
foreign investment by the Alaska Permanent Fund.

We have reviewed the Bill and strongly support the legislation
as set forth in the committee substitute.

The Alaska State Chamber favors passage for the following
reasons:

1. The Fund has developed (and earned) a reputation for
conservative, careful, and deliberate investment. It
clearly has the professional competence to utilize the
additional proposed investment tools for the betterment of
the State and its citizens.

2. The expansion of investments to the international arena
provides further diversification of the Fund"s stock and
bond portfolios. This blending and diversifying permits the
Fund to continue its investment mission at lower risk than
that currently being experienced.

3. Generally, foreign investments generate higher earnings than
domestic investments. This is evidenced by the performance
of such 1investments in State PERS and TRS. While this
should not be a compelling argument for foreign investment,
it is clearly indicative that expected returns, over tinme,
will be at least equal to domestic investments.

4. Finally, and perhaps most important from our viewpoint, is
the by-product benefit of foreign investment. The contacts
made by the Fund will be extremely valuable. As it

researches foreign corporations? confers, meets, and enters
into business arrangements with major nondomestic bankers
and financiers; and creates dialogue with business leaders
throughout the world, the Fund will bring business visitors
and potential investors to our state. As these visitors

(907) 586-232)



establish relationships with the Fund, they will gain
firsthand exposure to Alaska and its business and economic

opportunities.

The global outreach which will be facilitated by international
investment is most timely in these difficult economic times for
Alaska. We must do everything possible to expand our horizons
and develop increased economic activity. Enactment and
implementation of the Committee Substitute for House Bill 217
will help us accomplish this.

We recommend its adoption.
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SENATE COMMITTEE REPORT

4/14/88
Mr. President:

JUDICIARY Committee considered cshb 217 m m

purchase of investments by the board of trustees of the Alaska
permanent fund

and recommended

[ 1 replace with CS )[1 same title
[ 1 or adopt __ cs" 3[] new title

[ ] attached amendment(s) and
[ 1 do pass
[ 1 do not pass
[ 1 no recommendation
individual recommendations
[ 1 further referral to

[ 1 letter of intent adopted
Committee " 4 attached or [ ] adopted /f-fscalT"nOteTt)
t ] new [ 1 updated OF previousT
[ 1 zero fiscal”™impact

OTHER RECOMMENDATIONS

| chairYfal signature and recommendation



SENATE COMMITTEE REPORT

FURTHER JUDICIARY
inhNGE-
DATE TURNED INTO OFFICE 4 Y
3/22/88
Mr. President:
STATE-AFFAIRS Committee considered CSHB 217 (FIN)

purchase of investments by the board of trustees) of the Alaska
permanent fund

and recommended

] replace with CS ) [] same title
Jj or adopt cs™ 3[]1 new title

[
[
[ ] attached amendment(s) and
‘0 pags
] do not pass
] no recommendation
] individual recommendations

] further referral to

] letter of intent adopted

Committee attached or [ ] adopted fiscal note(s)
[ 1 new [ 1] updated or D<Q previous v
M ] zero _ [~*] fiscal impact

OTHER RECOMMENDATIONS

CnSirman signature and’recommendation
[ 1] Committee Backup attached
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Dais referred: 4/17/87 FURTHER REFERRALS:
DATE:
The Finance Committee has considered 0 HB 219

"An Act making an appropriation to the University of Alaska for operation of
the Alaska Center for International Business; making a special appropriation
to the University of Alaska for payment as a grant to the University of
Alaska Foundation for operation of the Alaska Center for International

Business; agnd providing@ i@fective W."
[ 1 replace with I\([CfCI ntQ [ ] the same title

a new title
[ ] attached amendment(s)

do pass
[ Jdo not pass

~[ - 1no recommendation
[ Jindividual recommendations
L Jadditional referral to the Committee
ADOPTS; [ letter of intent

ATTACHES NEW FISCAL NOTE(s):

[ ] fiscal impact [ ] same as previous fiscal note
[ 1 zero fiscal note published ~
[ ] zero with analysis [ ] same as previous zero fiscal

note published

Si< SIGNING OTHER RECOMMENDATIONS:

fouffc& or \fK M

<N3 .

Chairman®s signature
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Original sponsor: Rules Committee/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 219 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act transferring and appropriating certain loans,
assets, and fund equities to the studentloan fund;
and providing for an effective date.”
BE IT ENACTED BYTHE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. All right, title, and interest in scholarship loans made
under AS 14.43.090 - 14.43.160, together with assets and fund equities held
in the scholarship revolving loan fund (AS 14.43.090) on December 31, 1987,
and remaining in the fund on the effective date of this Act, are trans-
ferred and appropriated to the student loan fund (AS 14.42.210) of the
Alaska Student Loan Corporation.

* Sec. 2. Allright, title, and interest in scholarship loans made
under AS 14.43.600 - 14.43.700, together with assets and fund equities held
in the teacher scholarship revolving loan fund (AS 14.43.620) on Decem-
ber 31, 1987, and remaining in the fund on the effective date of this Act,
are transferred and appropriated to the student loan fund (AS 14.42.210) of
the Alaska Student Loan Corporation.

* Sec. 3. Allright, title, and interest in scholarship loans made
under AS 14.43.090 - 14.43.160, together with assets and fund equities
held in the scholarship revolving loan fund (AS 14.43.090) on the effective
date of this Act are transferred and appropriated to the student loan fund
(AS 14.42.210) of the Alaska Student Loan Corporation.

* Sec. 4. Allright, title, and interest in scholarship loans made
under AS 14.43.600 - 14.43.700, together with assets and fund -equities
held in the teacher scholarship revolving loan fund (AS 14.43.620) on the

-1- CSHB 219(Fin)
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14.42.210) of the Alaska Student Loan Corporation.

The appropriations made by this Act are for capitalization

Sections 1 -

This Act takes

lapse under AS 37.25.010.

2 of this Act are retroactive to December 31,

effect

immediately under AS 01.10.070(c).
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COMMITTEE Jkousc of Ecprescntatibes

MEMORANDUM

TO: House Finance Committee Memb”jfs
FROM: Representative Pat Pourchc
RE: CSHB 219 (Fin)

An Act transferring and appropriating certain
loans, assets, and fund equities to the student
loan fund

DATE : February 19, 1988

Please find attached a copy of the draft committee
substitute and pertinent back-up materials for the
above-referenced bill. The committee substitute will be
before the House Finance Committee on Wednesday, February
24.



STIVE COWPER, GOVERNOR
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ALASKA COMMISSON ON POSTSKONDAKY ' IDUCATION POUCHUFP 1"
PRGN G0 2822880

MEMORANDUM
TO The Honorable Pat Pourchot

Alaska State Representative
FROM: Kerry D. Romesburg, NJtrw" foirector

Alaska Commission on secondary Education

DATE: February 16, 1988

The Alaska Student Loan Corporation and the Alaska Commission on

Postsecondary Education request the Legislature appropriate the existing
scholarship loan fund (AS 14.43.090) and teacher scholarship loan fund

(AS 14.43.210) to the newly established student loan fund (AS 14.42.210).

Why? In order to issue bonds for student loans, we need to have an asset
base against which the bond collateral is pledged. Without the
income stream from the existing portfolio of loans, we cannot issue

bonds.

What Happens Without Appropriations? If the portfolio is not
transferred- by appropriation. We issue no bonds. If bonds are not
issued this Spring, the Legislature does not get back the $41.0
million from the FY88 student loan appropriation, and we would need
an additional $35.0 million in General Fund for the FY39 student loan
program. In other words, not bonding due to lack of portfolio would
"cost* about $76.0 in General Fund if we are to have a student loan

program in FY89.

Timeliness of Action. The schedule is to issue bonds the week of May 3,
1988. To do this,we must have a firm bonding proposal torating
agencies the first week of April. This means the question on the
status of the portfolio must be settled by mid-March. Anydelay in
appropriation, delays the bond sale and creates uncertainty as to the
awarding of FY89 student loans. (We already have nearly 3,000 FY89
applications in house).

Action Requested. The Corporation and the Commission request the
appropriation of these loan accounts as soon as possible. We need to
have official audit statements issued and we need to have the
official statement for bond issuance prepared. To do these, we must
have a firm (without uncertainty) asset base.



WOHLFCRTH, FLINT & GRUENINQ

A NAATNENEKIP OP »«Oft»|IONAI, COKPOAAIIONO

RETER AROCT3INQSR e
JultiuB J. BRECH ATTORNEYS AT LAW lob“ k&S0
Chaﬁﬁgssaﬁmnb 900 WEST STH SUITE EDO

e 1505 598,

RT M [ OnDBON i+ ANCHORAOC. ALASKA BSSOI
ENNETH c. VA9SAR JUNEAU OFFICE
RIC C. wOhIPORTH *17 SECOND STREET
JUNEAU, ALASKA 69001

JANICE COLEMAN CRAHAM** TELEPHONE (0071 BSB-9HO
PROMAS. t-KUINKNER

Tn
BRADLEY £ RYER ROQER 0 -CONNOR

TRICK O'TIERNCY February 12, 1988 RICHARD W, GARNETT, BE

&
]

m

> o
JUJ>

Representative Pat Pourchot
P. O. Box V
Juneau, Alaska 99811

Dear Representative Pourchot:

Dr. Kerry Romesburg has asked that we prepare this
letter to you explaining why we are seeking an appropriation of
the assets iIn the scholarship revolving loan fund (AS
14.43.090) to the student loan fund (AS 14.42.210). In its
passage of SCS CSHB 39(Fin) ((which became Chapter 92 SLA 1987),
the Legislature included, as substantive law, a grant of power
to the Alaska Commission on Postsecondary Education to sell or
assign these assets to the Alaska Student Loan Corporation (see
AS 14.43.090(d) as enacted In Section 4, Chapter 92 SLA 1987).

After the creation of the Alaska Student Loan
Corporation and the creation of a financing team to serve that
corporation, a review of the substantive law provision as to
sale or assignment of the assets referred to above led to some
concern with respect to the constitutional requirements that
(i) state moneys be withdrawn from the state treasury only
pursuant to an appropriation, and (1) appropriations bills
remain separate from substantive law bills.

We believe that the substantive law provisions
contained in Chapter 92 SLA 1987 are probably sufficient of
themselves and comply with state constitutional requirements.
However, much careful consideration by the various members of
the Ffinancial team make it clear that a reasonable argument can
be made that an appropriation of these aesetB is required under
our constitution. The availability of these assets free of any
doubt as to the validity of their transfer to the Student Loan
Corporation is fundamental to the aucceaaful conclusion of the
corporation”™s proposed bond issuance. Therefore, any
reasonable doubt iIn this area is likely to make such bond
issuance impossible.
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CS HB 219 (FIN), AN ACT TRANSFERRING AND APPROPRIATING
CERTAIN LOANS, ASSETS, AND FUND EQUITIES TO THE STUDENT LOAN
FUND

Appropriates all right, title and interest in student loans
and teacher scholarship loans, together with assets and
equities in the loan fund, to the Alaska Student Loan
Corporation.

Rationale

June 1987 Chapter 92, SLA 87 (HB 39) signed by Governor.
Established Alaska Student Loan Corporation and
authorized the corporation to issue bonds, the
proceeds of which would be used to make student
loans. In addition, authorized the
Postsecondary Education Commission to transfer
assets in the scholarship revolving loan fund to
the Corporation to serve as coverage for the
bonds.

Chapter 93, SLA 87 (HB 298) signed by Governor.
Appropriated $56.7 million from the general fund
to the Student Loan Corporation to be awarded as

loans. Once bonds have been issued,
appropriates $41 million back to the general
fund.

Dec. 1987 Financing team selected by Student Loan
Corporation.

Jan. 1988 Financing team expressed concern that the
provision in HB 39 authorizing transfer of
assets to the Corporation may conflict with
Alaska®s Constitutional requirement that state
funds be transferred only by appropriation and
that appropriation bills be separate from
substantive law bills.

April 1988 Bonds are to be issued. Any doubt regarding the
transfer of assets to the Corporation is
likely to make bond issuance impossible. If
bonds aren®"t 1issued, $41 million will not be
returned to the general fund in FY 88, and an
additional S35 millinn in rrpnnral fnnrfc will
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