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Referred: Resources and
Finance

1 IN  T H E  H O U S E  B Y  L A R S O N  A N D  M E N A R D

2 H O U S E  B I L L  NO. 216

3 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  O F  A L A S K A

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

5 A  B I L L

6 F o r  an A ct entitled: " A n  A c t  r e l a t i n g  to g a m e  f a r m i n g . "

7 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 T H E  S T A T E  O F  A L A SKA:

8 * S e c t i o n  1. AS  1 6 . 0 5 . 3 4 0 ( a ) (14) is a m e n d e d  to read:

9 (14) F i s h  [OR GAME] f a r m i n g  b i e n n i a l  l i c e n s e ...............  200

10 * Sec. 2. A S  1 6 . 0 5 . 3 4 0 ( a )  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

11 (18) G a m e  farming:

12 (A) G a m e  m a m m a l  or g a m e  r e p t i l e  f a r m i n g  b i e n n i a l

13 l i cense   200

14 (B) G a m e  b i r d  f a r m i n g  b i e n n i a l  l i c ense  ...........  20

w
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A L A S K A

G A M E B I R D

A S S O C I A T I O N

^Jj3 21 b - B d.c-ieL.-p_

April 18. 1987

Osar Representative-

We have baan working on tha issua of tha Gamebird Parsing Licanae sinoa Juno of 
1985* It waa at that tlaa that Phil Sochi, a gana biologist in tha Coamisioner's 
off lea at Juneau, mad® us aware of AS 16.05* 33043^*0(1*0*. which requires that 
a Game Farming License for a blennieal fee $200.00 must be purchased for the 
business of breeding, propagating, raising, or producing of gamebirds in captivity, 
for the purpose of marketing.gamebirds or their products.

The business/and or hobby of propagating gamebirds has been popular in the U.S.A. 
since the turn of the century. I have seen a marked and steady increase of people 
raising gamebirds in Alaska, during the last 5 years, you would be surprised at 

the numbers I

A pair of Quail costs approximately $10.00 on the Alaskan market. The License to 
breed them or propagate and raise up their chicks costs $200.00 biennieally, plus 
a. Business License of $25.00 a year. Thi3 statute, as written in 1957. is cost 
prohibative to the raising and propagating of upland gamebirds and waterfowl today.

Another point, on viewing tae Gamebird Industry in Alaska is that, being isolated 
from the other states as we are, this business is completely state-efficient. Birds 
cliraatized to our state weather produce a stronger, well-feathered chick. The 
off-spring, either eggs or chicks, mst be housed and fed properly. rThis perpotually 
stimulates the economy of Feed Stores, Hardware Suppliers, Building Suppliers 
where wire and lumber and additional materials are purchased.

House Bill 216 would change the amount of money people would have to pay for selling 
gamebirds in Alaska. We feel $250.00 every two years is far to much for every 
gamebird breeder/and or hobbyist to pay. If House Bill 216 becomes law it shouldn't 
substantially reduce the gross receits to the General Fund, nor should the costs 
of administering the license exceed the licensing revenue. Hie costs of adminis­
tering the Game Licensing program are minimal and will remain that way. The only 
costs to the State is the time and material necessary to issue the license. Data 
needed for a Game Farming License required by statute are as follows: Name, Address, 
Phone, physical Location, Applicant Description,. Years of Residentcy, Birthdate, 

and Social Security Number.

Enclosed you will find a copy of the new Regulation and Aviculturist3 Permit 
cooperatively drafted by the Alaska Gamebird Assoc, and the Alaska Dept, of Fish 
and Game. The Regulation and Permit was voted on and judiciously accepted by 
the Board of Game as of April 1**, 1937. Both will be published by ADF&G in their

A



A L A S K A  

G A M E B I R D

A S S O C I A T I O N

- 2 -

new regulation booklet available later this year. You will note-1 that both the 
Regulation and Permit allow the buying, selling, trading, importing and exporting 
of upland gamebirds and waterfowl.

However, after a- legal interpretation of this Regulation and Permit by Mr. Ed 
Hein, Attomey-at-Law on the Legal Staff at Juneau, he stated that Indeed a 
Game Farming License is still necessary for the business of breeding, selling 
or marketing these birds until the wording of the statute is changed.

Once again we urge you to support House Bill 216 and pass this Bill

Sincerely,

cc: Board of Directors, AGA 
Representative Ron Larson
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Revision Date: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
Title: A n  A c t  r e l a t i n g  to game 

fa r m i n g

Agency Affected: F i s h  and  Gane 
BRU: Pane ._____________________

Sponsor: T . a r g n n  a n H  M n n a r H
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EXPENDITURES/REVENUES: (ThousandsofDollats)
O P E R A T I N G F Y  8 7 F Y  8 8 • F Y  8 9 F Y  9 0 F Y  9 1 F Y  9 2

P E R S O N A L  S E R V I C E S

T R A V E L

C O N T R A C T U A L

S U P P L I E S

E Q U I P M E N T

L A N D  &  S T R U C T U R E S

G R A N T S .  C L A I M S

M I S C E L L A N E O U S

T O T A L  O P E R A T I N G

CAPITAL

REVENUE 1.0 1.0 1.1 1.2 1 T1 • fa

FUNDING: (Thousands of Dollars)
G E N E R A L F U N D  

F E D E R A L  F U N D S  

o n t E R  

T O T A L

POSITIONS:
F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

ANALYSIS : (An.vh a »ffw^^ary) I n d i c a t i o n s  are t h a t  a p p r o x i m a t e l y
5 0 - 6 0  p e o p l e  a r e  p r e s e n t l y  f a r m i n g  b i r d s  w i t h o u t  a v a l i d  lic e n s e .  
A s s u m e s  m o s t  o f  t h e s e  p e o p l e  (40) w o u l d  b u y  a l i c e n s e  if fee w e r e  
l o w e r  a n d  t h a t  a n  a d d i t i o n a l  20 p e o p l e  w h o  p r e s e n t l y  d o  n o t  f a r n  
b i r d s  b e c a u s e  fee is too h i g h  w o u l d  b u y  l i c e n s e  a n d  f a r m  birds. 
B i e n n i a l  r e v e n u e s  w o u l d  bo  $ 1 , 2 0 0 — p r e s e n t l y  they are $200.
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1 IN T HE H O U S E  BY  T H E  R E S O U R C E S  C O M M I T T E E

2 S E N A T E  CS F O R  H O U S E  B I L L  NO. 216 (Resources)

3 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

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

5 A  B I L L

6 F o r  an Act entitled: "An Ac t  r e l a t i n g  to gam e  f a r ming."

7 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 T A T E  OF ALASKA:

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

9 (a) T he c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  shall

10 (1) direct, a d m i n i s t e r ,  and s u p e r v i s e  p r o m o t i o n a l  and

11 e x p e r i m e n t a l  work, e x t e n s i o n  s e r vices, and a g r i c u l t u r a l  p r o j e c t s  for

12 the p u r p o s e  of p r o m o t i n g  a nd d e v e l o p i n g  the a g r i c u l t u r a l  i n d u s t r y

13 w i t h i n  the s t ate i n c l u d i n g  s u c h  fiel d s  as h o r t i c u l t u r e ,  d a i r y i n g ,

14 catt l e  raising, fur farming, g r a i n  p r o d u c t i o n ,  v e g e t a b l e  p r o d u c t i o n ,

15 and d e v e l o p m e n t  of o t h e r  a g r i c u l t u r a l  products;

16 (2) p r o c u r e  and p r e s e r v e  a ll i n f o r m a t i o n  p e r t a i n i n g  to the

17 d e v e l o p m e n t  of the a g r i c u l t u r a l  i n d u s t r y  and d i s s e m i n a t e  that i n f o r m a -

18 tio n  to the public;

19 (3) a s sist p r o s p e c t i v e  s e t t l e r s  and o t h e r s  d e s i r i n g  to

20 e n g a g e  in  the a g r i c u l t u r a l  i n d u s t r y  in the state w i t h  i n f o r m a t i o n

21 c o n c e r n i n g  a r eas s u i t a b l e  f o r  a g r i c u l t u r e  a n d  o t h e r  a c t i v i t i e s  and

22 p r o g r a m s  e s s e n t i a l  to the d e v e l o p m e n t  of  the a g r i c u l t u r a l  i n d u s t r y  in

23 the state;

24 (4) r e v i e w  the m a r k e t i n g ,  financing, a nd d e v e l o p m e n t  of

25 a g r i c u l t u r a l  p r o d u c t s  i n side the s t ate i n c l u d i n g  t r a n s p o r t a t i o n ,  w i t h

26 s p e cial e m p h a s i s  u p o n  local p r o d u c t i o n ,  and n e g o t i a t e  f o r  the m a r k e t -

27 ing of a g r i c u l t u r a l  p r o d u c t s  of the state w i t h  f e d e r a l  a nd s t a t e

28 a g e n c i e s  o p e r a t i n g  in the state; [AND]

29 (5) r e g u l a t e  and c o n t r o l  th® entry into the s t a t e  a n d  the

HB0216b -1- SCS HB 2 16(Res)



1 t r a n s p o r t a t i o n ,  s a l e ^  or  u se i n s i d e  the s t ate of plants, seeds, vege-

2 tables, f r uits and berries, n u r s e r y  stock, a n imal feeds, r e m e d i e s  an d

3 m i n e r a l  s u p p l e m e n t s ,  f e r t i l i z e r s ,  and a g r i c u l t u r a l  ch e m i c a l s  in o r d e r

4 to p r e v e n t  the spre a d  of pests, d i s e a s e s ,  or  t o xic s u b s t a n c e s  injuri-

5 ous to the p u b l i c  interest, and to p r o t e c t  the a g r i c u l t u r a l  i n d u s t r y

6 a g a i n s t  fraud, d e c e p t i o n  and m i s r e p r e s e n t a t i o n ;  in this c o n n e c t i o n  the

7 c o m m i s s i o n e r  m a y  r e q u i r e  r e g i s t r a t i o n ,  i n s p e ction, and testing, and

8 e s t a b l i s h  p r o c e d u r e s  a nd f e e s ; a nd

9 (6) r e g u l a t e  the f a r m i n g  of e l k  in a m a n n e r  s i m i l a r  to the

10 m a n n e r  in w h i c h  the c o m m i s s i o n e r  r e g u l a t e s  d o m e s t i c  a n i mals a nd live-

11 stock, to the exte n t  that is a p p r o p r i a t e .

12 * Sec. 2. AS  0 3 . 0 5 . 0 1 1  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

13 (b) T h e  c o m m i s s i o n e r  of e n v i r o n m e n t a l  c o n s e r v a t i o n  shall regu-

14 late the f a r m i n g  of e l k  in a m a n n e r  s i m i l a r  to the m a n n e r  in w h i c h  the

15 c o m m i s s i o n e r  r e g u l a t e s  d o m e s t i c  a n i m a l s  and livestock, to the extent

16 that is a p p r o priate.

17 * Sec. 3. A S  16.05 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

18 Sec. 16.05.331. E L K  FARMING. (a) E l k  m a y  be  r a i s e d  a nd bre d  as

19 d o m e s t i c  s t o c k  fo r  c o m m e r c i a l  pu r p o s e s ,  i n c l u d i n g  the sale of meat, by

20 a p e r s o n  w h o  l a w f u l l y  owns the e l k  and w h o  h o l d s  a current v a l i d  game

21 m a m m a l  f a r m i n g  license.

22 (b) T h e  d e p a r t m e n t  m a y  i s sue a g a m e  m a m m a l  f a r m i n g  license for

23 the f a r m i n g  of e l k  to a p e r s o n  w h o  a p p l i e s  o n  a f o r m  p r o v i d e d  by the

24 d e p a r t m e n t ,  pays the fee e s t a b l i s h e d  u n d e r  AS 16.05.340, a nd w h o

25 p r o v e s  to the s a t i s f a c t i o n  of the d e p a r t m e n t  that the p e r s o n

26 (1) intends to r a i s e  a n d  b r e e d  elk; and

27 (2) p o s s e s s e s  f a c i l i t i e s  f or m a i n t a i n i n g  the e lk u n d e r

28 p o s i t i v e  control.

29 (c) N o t w i t h s t a n d i n g  o t h e r  p r o v i s i o n s  of law, a license or p e r m i t

SCS HB 216(Res) -2- HB0216b



from the d e p a r t m e n t ,  o t h e r  t han a g ame m a m m a l  f a r m i n g  license, is not 

r e q u i r e d  in o r d e r  to import, export, or  p o s s e s s  e l k  for the p u r p o s e  of 

elk farming. A  live el k  m a y  n ot be c a p t u r e d  f r o m  the w i l d  or r e l e a s e d  

into the w i l d  w i t h o u t  an a p p r o p r i a t e  l i c e n s e  o r  p e r m i t  f rom the

d e p a r t m e n t .

(d) E lk imported, exported, or p o s s e s s e d  f or the p u r p o s e  of e lk 

f a r m i n g  a re s u b ject to the p r o v i s i o n s  of A S  03 a n d  r e g u l a t i o n s  a d o p t e d  

u n d e r  AS 03 by the c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  or the c o m m i s­

sio n e r  of e n v i r o n m e n t a l  c o n s e r v a t i o n  for d o m e s t i c  a n i mals a nd l i v e­

stock, to the e x tent they are m a d e  a p p l i c a b l e  to e l k  by the c o m m i s­

sioners .

(e) In this section, " l a w f u l l y  o w n s” m e a n s  o w n e r s h i p  that was

o b t a i n e d  w i t h o u t  v i o l a t i n g  a s t ate or f e d e r a l  law or re g u l a t i o n ,  or  a 

c o n d i t i o n  of a l i c ense or p e r m i t  i s s u e d  w i t h  r e s p e c t  to game.

*  Sec. 4. A S  1 6 . 0 5 . 3 4 0 ( a ) ( 1 4 )  is a m e n d e d  to read:

(14) F i s h  [OR GAME] f a r m i n g  b i e n n i a l  l i c e n s e ...............  200

* Sec. 5. AS  1 6 . 0 5 .340(a) is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

(18) G a m e  farming:

(A) Gam e  m a m m a l  or  game r e p t i l e  f a r m i n g  b i e n n i a l

license ......................................................................  200

(B) Gam e  b i r d  f a r m i n g  b i e n n i a l  l i c e n s e  .............. 20
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1 IN  T HE H O U S E  B Y  L A R S O N  A N D  M E N A R D

2 H O U S E  B I L L  NO. 216

3 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

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

5 A  B I L L

6 F o r  an Act e n t i t l e d :  "An A ct r e l a t i n g  to g a m e  f a r m i n g . "

7 B E  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 T A T E  O F  A L A S K A :

8 * S e c t i o n  1. AS 1 6 . 0 5 . 3 4 0 ( a ) (14) is a m e n d e d  to read:

9 (14) F i s h  [OR GAME] f a r m i n g  b i e n n i a l  l i c e n s e ...............  200

10 * Sec. 2. AS  1 6 . 0 5 . 3 4 0 ( a )  is a m e n d e d  by  a d d i n g  a n e w  p a r a g r a p h  to read:

11 (18) G ame farming:

12 (A) G a m e  m a m m a l  or gam e  r e p t i l e  f a r m i n g  b i e n n i a l

13 l i c ense   200

14 (B) G a m e  b i r d  f a r m i n g  b i e n n i a l  l i c e n s e  ..............  20
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A L A S K A

G A M E B I R D

A S S O C I A T I O N

April 18. 1987

DeAr Rapresent*tive-

V# have b««n working on tha issue of tha Gamsbird Faming License slnca Juna of 
1985* It was at that time that Phil Ko«hl, a gams biologist in tha Coomlsionsr's 
offica at Juneau, made us aware of AS 16.05.33043^(1*0*. which requires that 
a Game Farming License for a biennieal fee $200.00 must be purchased for the 
business of breeding, propagating, raising, or producing of gamebirds in captivity, 
for the purpose of marketing.gamebirds or their products.

The business/and or hobby of propagating gamebirds has been popular in the U.S.A. 
since the turn of the century. I have seen a marked and steady increase of people 
raising gamebirds in Alaska, during the last 5 years, you would be surprised at 
the numbers I

A pair of Quail costs approximately $10.00 on the Alaskan market. The License to 
breed them or propagate and raise up their chicks costs $200.00 biennieally, plus 
a Business License of $25.00 a year. This statute, as written in 1957. is cost 
prohibative to the raising and propagating of upland gamebirds and waterfowl today.

Another point, on viewing tne Gamebird Industry in Alaska is that, being isolated 
from the other states as we are, this business is completely state-efficient. Birds 
climatized to our state weather produce a stronger, well-feathered chick. The 
off-sprlng, eijther eggs or chicks, must be housed and fed properly. --This perpetually 
stimulates the economy of Feed Stores, Hardware Suppliers, Building Suppliers 
where wire and lumber and additional materials are purchased.

House Bill 216 would change the amount of money people would have to pay for selling 
gamebirds in Alaska. W o  feel $250.00 every two years is far to much for every 
gamebird breeder/and or hobbyist to pay. If House Bill 216 becomes law it shouldn't 
substantially reduce the gross receits to the General Fund, nor should the costs 
of administering the license exceed the licensing revenue. The costs of adminis­
tering the Game Licensing program are minimal and will remain that way. The only 
costs to the State is the time and material necessary to issue the license. Data 
needed for a Game Farming License required by statute are as follows: Name, Address, 
Phone, Physical Location, Applicant Description, Years of Residentcy, Birthdate, 

and Social Security Number.

Enclosed you will find a copy of the new Regulation and Aviculturists Permit 
cooperatively drafted by the Alaska Gamebird Assoc, and the Alaska Dept, of Fish 
and Game. The Regulation and Permit was voted on and judiciously accepted by 
the Board cf Game as of April 1^, 1937. Both will be published by ADF&G in their



A L A S K A

G A M E B I R D

A S S O C I A T I O N

new regulation booklet available later this year. You will note'that both the 
Regulation and Permit allow the buying, selling, trading, importing and exporting 
of upland gamebirds and waterfowl.

However, after a legal interpretation of this Regulation and Permit by Hr. Ed  

Hein, Attomey-at-Law on the Legal Staff at Juneau, ha stated that Indeed a 
Game Farming License is still necessary for the business of breeding, selling 
or marketing these birds until the wording of the statute is changed.

Once again we urge you to support House Bill 216 and pass this Bill

Sincerely,

cc: Board of Directors, AGA 
Representative Ron Larson
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O r i g i n a l  sponsor: R u l e s / G o v e r n o r

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 2 17  ( F i n a n c e )

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  SECOND SESSION

A BILL

F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  p u r c h a s e  o f  i n v e s t m e n t s  b y  t h e

b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  p e r m a n e n t  f u n d . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS 3 7 . 1 3 . 1 2 0 ( g ) ( 8 )  i s  a m e n d e d  t o  r e a d :

( 8 )  d o m e s t i c  c o r p o r a t e  d e b t  s e c u r i t i e s  t h a t  [WHICH] a r e  

r a t e d  AA o r  b e t t e r  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  s e r v i c e , o r  

f o r e i g n  c o r p o r a t e  d e b t  s e c u r i t i e s  o f  c o m p a r a b l e  q u a l i t y ;

*  S e c .  2 .  AS 3 7 . 1 3 . 1 2 0 ( g ) ( 1 9 )  i s  a m e n d e d  t o  r e a d :

( 1 9 )  c e r t i f i c a t e s  o f  d e p o s i t ,  t e r m  d e p o s i t s ,  o r  b a n k e r s '  

a c c e p t a n c e s ,  w h i c h  a r e  i s s u e d  b y  a  U n i t e d  S t a t e s  o r  f o r e i g n  b a n k  o r  

t r u s t  c o m p a n y  l o c a t e d  i n  a  f o r e i g n  c o u n t r y  a n d  a r e  d e n o m i n a t e d  i n  

U n i t e d  S t a t e s  o r  f o r e i g n  c u r r e n c y ,  i f  e i t h e r  (A) t h e y  m ay  b e  r e a d i l y  

s o l d  i n  a  s e c o n d a r y  m a r k e t  a t  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 ,  o r  (B) t h e  

i s s u i n g  b a n k  o r  t r u s t  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 , a n d  r e t a i n e d

* e a r n i n g s  a t  t h e  d a t e  o f  i s s u e  e q u a l i n g  a t  l e a s t  $ 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  t h i s  p a r a g r a p h  a r e  n o t  s u b j e c t  t o  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  f o r  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) o f  t h i s  s e c t i o n ;

*  S e c .  3 .  AS 3 7 . 1 3 . 1 2 0 ( g )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 2 1 )  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 ,  f o r e i g n  g o v e r n ­

m e n t a l  a g e n c i e s ,  a n d  f o r e i g n  c o r p o r a t i o n s  t h e  p r i n c i p a l  o f  w h i c h  i s ,  

o r  t h e  i n t e r e s t  o r  d i v i d e n d s  o n  w h i c h  a r e ,  p a y a b l e  i n  e i t h e r  U n i t e d  

S t a t e s  d o l l a r s  o r  f o r e i g n  c u r r e n c i e s .

*  S e c .  4 .  AS 3 7 . 1 3 . 1 2 0 ( h )  i s  a m e n d e d  t o  r e a d :

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

- 1 -  CSHB 2 1 7 ( F i n )
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i n v e s t m e n t s  p u r c h a s e d  u n d e r  ( g )  o f  t h i s  s e c t i o n , o r  f o r  t h e  s a l e  o f  

f o r e i g n  c u r r e n c i e s , o n l y  f o r  t h e  p u r p o s e  o f  h e d g i n g  a n  e x i s t i n g  e q u i v ­

a l e n t  o w n e r s h i p  p o s i t i o n  i n  t h e s e  i n v e s t m e n t s  [ S E C U R IT IE S ] .

*  S e c .  5 .  AS 3 7 . 1 3 . 1 2 0 ( i )  i s  a m e n d e d  t o  r e a d :

( i )  [AT THE TIME 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 ) ( 1 6 )  OF THIS  SECTION, 15 PERCENT; REAL 

ESTATE INVESTMENTS UNDER ( g ) ( 2 0 )  OF THIS  SECTION, 15 PERCENT; FOREIGN 

CERTIFICATES OF DEPOSIT OR THE EQUIVALENT UNDER ( g ) ( 1 9 )  OF THIS  SEC­

TIO N ,  20  PERCENT; CORPORATE STOCKS AND DEBT SECURITIES UNDER ( g ) ( 8 ) ,

( 9 ) ,  AND ( 1 8 )  OF THIS SECTION, 50 PERCENT.] T h e  A l a s k a  p e r m a n e n t  f u n d  

m ay  a t  n o  t i m e  own m o r e  t h a n  f i v e  p e r c e n t  o f  t h e  v o t i n g  s t o c k  o f  a  

c o r p o r a t i o n .  D o m e s t i c  s t o c k s ,  e x c e p t  f o r  b a n k  a n d  i n s u r a n c e  c o m p a n y  

s t o c k s ,  m u s t  b e  l i s t e d  a t  t h e  d a t e  o f  p u r c h a s e  o n  a n  e x c h a n g e  r e g i s ­

t e r e d  w i t h  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n .  A t  t h e  t i m e  o f  

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  o f  t h e  f u n d  i n  e a c h  s t a t e d  

c a t e g o r y  o f  i n v e s t m e n t  may n o t  e x c e e d  t h e  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  

o f  t h e  t o t a l  i n v e s t m e n t s  o f  t h e  f u n d :

( 1 )  m o r t g a g e s  u n d e r  ( g ) ( 1 6 )  o f  t h i s  s e c t i o n  -  15 p e r c e n t ;

( 2 )  r e a l  e s t a t e  i n v e s t m e n t s  u n d e r  ( g ) ( 2 0 )  o f  t h i s  s e c t i o n  -  

15 p e r c e n t ;

( 3 )  f o r e i g n  c e r t i r i c a t e j  o f  d e p o s i t ,  f o r e i g n  t e r m  d e p o s i t s ,  

a n d  f o r e i g n  b a n k e r s '  a c c e p t a n c e s  u n d e r  ( g ) ( 1 9 )  o f  t h i s  s e c t i o n ,  a n d  

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 ,  f o r e i g n  g o v e r n m e n t a l  a g e n c i e s ,  a n d  

f o r e i g n  c o r p o r a t i o n s  u n d e r  ( g ) ( 8 )  a n d  ( 2 1 )  o f  t h i s  s e c t i o n  -  20  p e r ­

c e n t  ;

(A) d o m e s t i c  c o r p o r a t e  s t o c k s  a n d  d e b t  s e c u r i t i e s  u n d e r

( g ) ( 8 ) ,  ( 9 ) ,  a n d  ( 1 8 )  o f  t h i s  s e c t i o n  -  50  p e r c e n t .

CSHB 2 1 7 ( F i n )  - 2 -
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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

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 2 17  ( F i n a n c e )

IN  THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE -  SECOND SESSION

F o r  a n  A c t  e n t i t l e d :  "An  A c t  r e l a t i n g  t o  p u r c h a s e ^ o f  i n v e s t m e n t s  b y  t h e

b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  p e r m a n e n t  f u n d . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS 3 7 . 1 3 . 1 2 0 ( g ) ( 8 )  i s  a m e n d e d  t o  r e a d :

( 8 )  d o m e s t i c  c o r p o r a t e  d e b t  s e c u r i t i e s  t h a t  [WHICH] a r e  

r a t e d  AA o r  b e t t e r  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  s e r v i c e , o r  

f o r e i g n  c o r p o r a t e  d e b t  s e c u r i t i e s  o f  c o m p a r a b l e  q u a l i t y ;

* S e c .  2 .  AS 3 7 . 1 3 . 1 2 0 ( g ) ( 1 9 )  i s  a m e n d e d  t o  r e a d :

( 1 9 )  c e r t i f i c a t e s  o f  d e p o s i t ,  t e r m  d e p o s i t s ,  o r  b a n k e r s '

a c c e p t a n c e s ,  w h i c h  a r e  i s s u e d  b y  a U n i t e d  S t a t e s  o r  f o r e i g n  b a n k  o r

t r u s t  c o m p a n y  l o c a t e d  i n  a  f o r e i g n  c o u n t r y  a n d  a r e  d e n o m i n a t e d  i n

U n i t e d  S t a t e s  o r  f o r e i g n  c u r r e n c y ,  i f  e i t h e r  (A) t h e y  may b e  r e a d i l y

s o l d  i n  a  s e c o n d a r y  m a r k e t  a t  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 ,  o r  (B) t h e

i s s u i n g  b a n k  o r  t r u s t  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 , a n d  r e t a i n e d
I Do ,0 0 ^ 0 0 0 }

e a r n i n g s  a t  t h e  d a t e  o f  i s s u e  e q u a l i n g  a t  l e a s t  $ 5 0 0 , 0 0 0 , 0 0 0 ;  i n v e s t ­

m e n t s  m a de  u n d e r  t h i s  p a r a g r a p h  a r e  n o t  s u b j e c t  t o  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  f o r  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) o f  t h i s  s e c t i o n ;

* S e c .  3 .  AS 3 7 . 1 3 . 1 2 0 ( g )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

m e n t a l  a g e n c i e s ,  a n d  f o r e i g n  c o r p o r a t i o n s  t h e  p r i n c i p a l  o f  w h i c h  i s ,  

o r  t h e  i n t e r e s t  o r  d i v i d e n d s  o n  w h i c h  a r e ,  p a y a b l e  i n  e i t h e r  U n i t e d  

S t a t e s  d o l l a r s  o r  f o r e i g n  c u r r e n c i e s .

* S e c .  4 .  AS 3 7 . 1 3 . 1 2 0 ( h )  i s  a m e n d e d  t o  r e a d :

( h )  T h e  b o a r d  may e n t e r  i n t o  f u t u r e  c o n t r a c t s  f o r  t h e  s a l e  o f

( 2 1 )  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 ,  f o r e i g n  g o v e r n -

- 1 - CS H B  2 1 7 (Fin)

am



I.

1
2
3

4

5

6
7

8
9

10
11
12
13

14

15

16

17

18

19

20
21
22
23

2 4

2 5

2 6

2 7

2 8

2 9

WORK DRAFT WORK DRAFT WORK DRAFT

i n v e s t m e n t s  p u r c h a s e d  u n d e r  ( g )  o f  t h i s  s e c t i o n , o r  f o r  t h e  s a l e  o f  

f o r e i g n  c u r r e n c i e s ,  o n l y  f o r  t h e  p u r p o s e  o f  h e d g i n g  a n  e x i s t i n g  e q u i v ­

a l e n t  o w n e r s h i p  p o s i t i o n  i n  t h e s e  i n v e s t m e n t s  [S E C U R IT IE S ] .

* S e c .  5 .  AS 3 7 . 1 3 . 1 2 0 ( i )  i s  a m e n d e d  t o  r e a d :

( i )  [AT THE TIME 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 ) ( 1 6 )  OF THIS SECTION, 15 PERCENT; REAL 

ESTATE INVESTMENTS UNDER ( g ) ( 2 0 )  OF THIS SECTION, 15 PERCENT; FOREIGN
-\e.<"<TA <̂ <2.9 0 -5 1 Jr-5 T  C.i -r\ ̂  'k.c.-c'Is PV V ^ '

CERTIFICATES OF D E P O S I T O R  THE EQUIVALENT UNDER ( g ) ( 1 9 )  OF THIS SEC- 

TION, 20 PERCENT ^CORPORATE STOCKS AND DEBT SECURITIES UNDER ( g ) ( 8 ) ,

( 9 ) ,  AND ( 1 8 )  OF THIS SECTION, 50 PERCENT.] T h e  A l a s k a  p e r m a n e n t  f u n d  

m ay  a t  n o  t i m e  own m o r e  t h a n  f i v e  p e r c e n t  o f  t h e  v o t i n g  s t o c k  o f  a  

c o r p o r a t i o n .  D o m e s t i c  s t o c k s ,  e x c e p t  f o r  b a n k  a n d  i n s u r a n c e  co m p a n y  

s t o c k s ,  m u s t  b e  l i s t e d  a t  t h e  d a t e  o f  p u r c h a s e  o n  a n  e x c h a n g e  r e g i s ­

t e r e d  w i t h  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n .  A t  t h e  t i m e  o f  

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  o f  t h e  f u n d  i n  e a c h  s t a t e d  

c a t e g o r y  o f  i n v e s t m e n t  m ay  n o t  e x c e e d  t h e  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  

o f  t h e  t o t a l  i n v e s t m e n t s  o f  t h e  f u n d :

( 1 ) m o r t g a g e s  u n d e r  ( g ) ( 1 6 )  o f  t h i s  s e c t i o n  -  15 p e r c e n t ;

( 2 ) r e a l  e s t a t e  i n v e s t m e n t s  u n d e r  ( g ) ( 2 0 ) o f  t h i s  s e c t i o n  -

15 p e r c e n t ;

( 3 ) f o r e i g n  c e r t i f i c a t e s  o f  d e p o s i t ,  f o r e i g n  t e r m  d e p o s i t s ,

a n d  f o r e i g n  b a n k e r s 1 a c c e p t a n c e s  u n d e r  ( g ) ( 1 9 )  o f  t h i s  s e c t i o n ,  a n d

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 ,  f o r e i g n  g o v e r n m e n t a l  a g e n c i e s ,  a n d

f o r e i g n  c o r p o r a t i o n s  u n d e r  ( g ) ( 8 ) a n d  ( 2 1 )  o f  t h i s  s e c t i o n  -  20 p e r ­

c e n t ;

( 4 ) d o m e s t i c  c o r p o r a t e  s t o c k s  a n d  d e b t  s e c u r i t i e s  u n d e r

( g ) ( 8 ) ,  ( 9 ) ,  a n d  ( 1 8 )  o f  t h i s  s e c t i o n  -  50 p e r c e n t .

2 1 7 ( F i n ) - 2 -
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A L A S K A  ST A T E  C H A M B E R  O F  C O M M E R C E
310 Second Street 

Juneau, Alaska 99801 
(907)586-2323

M a r c h  4, 1988

T h e  H o n o r a b l e  A 1  Ad a m s ,  C h a i r m a n  
H o u s e  F i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  Al:

O n  M o n d a y ,  M a r c h  7 y o u  w i l l  b e  c o n s i d e r i n g  H B  217 r e l a t i n g  t o  
f o r e i g n  i n v e s t m e n t  b y  t h e  A l a s k a  P e r m a n e n t  Fund.

W e  h a v e  r e v i e w e d  t h e  B i l l  a n d  s t r o n g l y  s u p p o r t  t h e  l e g i s l a t i o n  
as s e t  f o r t h  i n  t h e  c o m m i t t e e  s u b s t i t u t e .

T h e  A l a s k a  S t a t e  C h a m b e r  f a v o r s  p a s s a g e  f o r  t h e  f o l l o w i n g  
rea s o n s :

1. T h e  F u n d  h a s  d e v e l o p e d  (and earned) a r e p u t a t i o n  for
c o n s e r v a t i v e ,  c a r e f u l ,  a n d  d e l i b e r a t e  i n v e s t m e n t .  I t  
c l e a r l y  h a s  t h e  p r o f e s s i o n a l  c o m p e t e n c e  t o  u t i l i z e  t h e  
a d d i t i o n a l  p r o p o s e d  i n v e s t m e n t  t o o l s  f o r  t h e  b e t t e r m e n t  of  
t h e  S t a t e  a n d  its c i t i z e n s .

2. T h e  e x p a n s i o n  o f  i n v e s t m e n t s  t o  t h e  i n t e r n a t i o n a l  a r e n a
p r o v i d e s  f u r t h e r  d i v e r s i f i c a t i o n  o f  t h e  F u n d ' s  s t o c k  a n d
b o n d  p o r t f o l i o s .  T h i s  b l e n d i n g  a n d  d i v e r s i f y i n g  p e r m i t s  the 
F u n d  t o  c o n t i n u e  its i n v e s t m e n t  m i s s i o n  at lower r i s k  t h a n  
t h a t  c u r r e n t l y  b e i n g  e x p e r i e n c e d .

3. G e n e r a l l y ,  f o r e i g n  i n v e s t m e n t s  g e n e r a t e  h i g h e r  e a n . i n g s  t h a n  
d o m e s t i c  i n v e s t m e n t s .  T h i s  is e v i d e n c e d  b y  t h e  p e r f o r m a n c e  
o f  s u c h  i n v e s t m e n t s  in S t a t e  PEP.3 a n d  TRS. W h i l e  t h i s  
s h o u l d  n o t  b e  a c o m p e l l i n g  a r g u m e n t  f o r  f o r e i g n  i n v e s t m e n t ,  
it is c l e a r l y  i n d i c a t i v e  t h a t  e x p e c t e d  re t u r n s ,  o v e r  time, 
w i l l  b e  at l e a s t  e q u a l  t o  d o m e s t i c  i n v e s t m e n t s .

4. F i n a l l y ,  a n d  p e r h a p s  m o s t  i m p o r t a n t  f r o m  o u r  v i e w p o i n t ,  is 
t h e  b y - p r o d u c t  b e n e f i t  o f  f o r e i g n  i n v e s t m e n t .  T h e  c o n t a c t s  
m a d e  b y  t h e  F u n d  w i l l  be  e x t r e m e l y  v a l u a b l e .  A s  it 
r e s e a r c h e s  f o r e i g n  c o r p o r a t i o n s ;  c o n f e r s ,  m e e t s ,  a n d  e n t e r s  
i n t o  b u s i n e s s  a r r a n g e m e n t s  w i t h  m a j o r  n o n d o m e s t i c  b a n k e r s  
a n d  f i n a n c i e r s ;  a n d  c r e a t e s  d i a l o g u e  w i t h  b u s i n e s s  l e a d e r s  
t h r o u g h o u t  t h e  w o r l d ,  t h e  F u n d  w i l l  b r i n g  b u s i n e s s  v i s i t o r s  
a n d  p o t e n t i a l  i n v e s t o r s  to  o u r  state. A s  t h e s e  v i s i t o r s



e s t a b l i s h  r e l a t i o n s h i p s  w i t h  t h e  Fund, t h e y  w i l l  g a i n  
f i r s t h a n d  e x p o s u r e  t o  A l a s k a  a n d  its b u s i n e s s  a n d  e c o n o m i c  
o p p o r t u n i t i e s .

T h e  g l o b a l  o u t r e a c h  w h i c h  w i l l  b e  f a c i l i t a t e d  b y  i n t e r n a t i o n a l  
i n v e s t m e n t  is m o s t  t i m e l y  in t h e s e  d i f f i c u l t  e c o n o m i c  t i m e s  f o r  
A l a s k a .  W e  m u s t  do  e v e r y t h i n g  p o s s i b l e  t o  e x p a n d  o u r  h o r i z o n s  
a n d  d e v e l o p  i n c r e a s e d  e c o n o m i c  a c t i v i t y .  E n a c t m e n t  a n d  
i m p l e m e n t a t i o n  o f  t h e  C o m m i t t e e  S u b s t i t u t e  f o r  H o u s e  B i l l  217 
w i l l  h e l p  u s  a c c o m p l i s h  this.

W e  r e c o m m e n d  its a d o p t i o n .



A la s k a  P e rm a n e n t  F u n d  C o r p o r a t i o n
Pouch 4-1000 Juneau, Alaska 99802 

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

April 13, 1987

R e p r e s e n t a t i v e  F r a n  U l m e r ,  C h a i r  

H o u s e  S t a t e  A f f i a r s  C o m m i t t e e  

P . O .  B o x  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  U l m e r :

I  a m  w r i t i n g  t o  r e q u e s t  t h a t  y o u  s c h e d u l e  H o u s e  B i l l  N o .  2 1 7 ,  " A n  A c t  

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

A l a s k a  p e r m a n e n t  f u n d . "

T h i s  b i l l  i s  s u p p o r t e d  b y  t h e  b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  P e r m a n e n t  

F u n d  C o r p o r a t i o n .  I t  w a s  o r i g i n a l l y  r e c o m m e n d e d  b y  t h e  T r u s t e e s  o n  

S e p t e m b e r  2 6 ,  1 9 8 6  ( s e e  B o a r d  R e s o l u t i o n  8 6 - 1 3  a t t a c h e d ) .  S i n c e  t h e  

B o a r d  m e m b e r s h i p  a t  t h a t  t i m e  w a s  q u i t e  a  b i t  d i f f e r e n t  t h a n  a t  p r e s e n t ,  

t h e ^ b i l l  w a s  d i s c u s s e d  a g a i n  a t  t h e  m o s t  r e c e n t  B o a r d  m e e t i n g  o n  M a r c h  

9 ,  1 9 8 7 ,  a n d  t h e  o r i g i n a l  r e c o m m e n d a t i o n  f o r  p a s s a g e  o f  t h i s  b i l l  s t i l l  

s t a n d s .

W e  t h i n k  i t  i s  i m p o r t a n t  f o r  t h e  l e g i s l a t u r e  t o  e x p a n d  t h e  F u n d ' s  

a u t h o r i z e d  l i s t  o f  i n v e s t m e n t s  t o  i n c l u d e  f o r e i g n  s e c u r i t i e s ,  a n d  w e  

l o o k  f o r w a r d  t o  t e s t i f y i n g  i n  s u p p o r t  o f  t h i s  b i l l  a t  y o u r  e a r l i e s t  

c o n v e n i e n c e .  S t a f f  w i l l  b 6  p r o v i d i n g  y o u r  c o m m i t t e e  w i t h  b a c k - u p  

m a t e r i a l  o n  t h i s  b i l l  i n  p a r t i c u l a r  a n d  g l o b a l  i n v e s t i n g  i n  g e n e r a l .

T h a n k  y o u .

W i t h  w a r m  r e g a r d s .

D a v i d  A .  R o s e  

E x e c u t i v e  D i r e c t o r

A t t a c h m e n t



R E S O L U T I O N  OF T H E  B O A R D  OF T R U S T E E S  
THE A L A S K A  P E R M A N E N T  F U N D  C O R P O R A T I O N

R E G A R D I N G  I N V E S T M E N T S  IN F O R E I G N  S E C U R I T I E S

R E S O L U T I O N  86-13

WHEREAS, returns from f o r e i g n  i n v e s t m e n t  h a v e  e x c e e d e d  

t h o s e  in the U n i t e d  States o v e r  m o s t  r e c e n t  t e n  y e a r  per i o d s ;  and

WHEREAS, the U n i t e d  S t a t e s  r e p r e s e n t s  less t h a n  o n e - h a l f  

o f  the w o r l d ' s  eq u i t y  c a p i t a l i z a t i o n  and is d e c l i n i n g  in share as 

f o r e i g n  e c o n o m i e s  e x p e r i e n c e  m o r e  r a p i d  l o n g - t e r m  growth; a n d

WHEREAS, e q u i t y  p a r t i c i p a t i o n  in m a n y  e m e r g i n g  a n d  fast 

g r o w t h  i n d u s t r i e s  can on l y  be a t t a i n e d  t h r o u g h  f o r eign i n v e s t m e n t ;  

and;

WHEREAS, foreign s e c u r i t i e s  m a r k e t s  e x h i b i t  a low c o r r e­

lat i o n  w i t h  the U.S. m a r k e t  t h e r e f o r e  r e d u c e d  o v e r a l l  p o r t f o l i o  

v o l a t i l i t y  w i l l  re s u l t  from i n t e r n a t i o n a l  inve s t m e n t s ;  and

WHEREAS, no one n a t i o n a l  m a r k e t  c o n s i s t e n t l y  p r o d u c e s  

s u p e r i o r  o r  i n f e r i o r  returns; and

WHEREAS, c o m b i n i n g  U.S. and i n t e r n a t i o n a l  i n v e s t m e n t s  

h as c o n s i s t e n t l y  p r o v i d e d  b o t h  i n c r e a s e d  r e t u r n  and r e d u c e d  risk 

c o m p a r e d  to a p o r t f o l i o  of all U.S. equities; and



WHEREAS, g r o w t h  in the U.S. e c o n o m y  r e m a i n s  s l o w  w h i l e  

m a n y  f o r e i g n  e c o n o m i e s  e n j o y  m o r e  r a p i d  a n d  a c c e l e r a t i n g  growth; 

a n d

WHEREAS, i n c r e a s e d  d i s p o s a b l e  income and low i n f l a t i o n  

a b r o a d  is s p u r r i n g  c o n s u m e r  d e m a n d  and d o m e s t i c  growth; and

WHEREAS, a c o n t i n u a t i o n  o f  the d o l l a r ' s  g r a d u a l  d e s c e n t  

w i l l  e n h a n c e  U.S. investors' t o t a l  r e t u r n  fr o m  f o r eign s e c u r i t y  

h o l d i n g s ;

r e c o m m e n d  that the S t ate o f  A l a s k a  L e g i s l a t u r e  c o n s i d e r  a n d  a d o p t  

l e g i s l a t i o n  p e r m i t t i n g  p u r c h a s e  o f  f o r eign s e c u r i t i e s  s i m i l a r  in 

c o n t e n t  to the s u g g e s t e d  Bill a t t a c h e d  h e r e t o  as A p p e n d i x  A.

P A S S E D  A N D  A P P R O V E D  by  the B o a r d  o f  T r u s t e e s  o f  the 

A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n ,  this 26 t h  day o f  September, 

1986.

N O W  T H E R E F O R E  B E  IT R E S O L V E D  that the B o a r d  of T r u s t e e s

C l y d e  M. Sherwood, C h a i r m a n
B o a r d  of  T r u s t e e s
A l a s k a  P e r m a n e n t  Fu n d  C o r p o r a t i o n

D a v i d  A. Rose, E x e c u t i v e  D i r e c t o r
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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 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 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:

(21) securities of foreign governments, foreign 

governmental 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 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].



(i) At the time 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)(20) of this 

section, 15 percent; foreign certificates of deposit, foreicn term 

deposits, and foreign bankers' acceptances [OR THE EQUIVALENT) 

under (g)(19) 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 (g) (3) , (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 registered with the Securities and Exchange Commission.

* Sec. 5. AS 37. 13. 120 (i) is amended to read:

(
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Components of The MSCi Europe, Australia, 
Far East (EAFE) Index December 31, 1986

Belgium 1.1%
France 4 .4 %
Germany 8 .0 %
Italy 4 .3 %Netherlands 2 .7 %Spain 1.2 %Sweden 1.5 %Switzerland 3 .9 %
A u s t r i a ,  D e n m a r k ,  N o r w a y  0 . 9 %

Japan 5 3 .8 %Australia 2 5 %Hong Kong 1.5 % Singapore/Malaysia 0 .9 % United Kingdom 1 3 .3 %

S o u r c e :  M o r g a n  S t a n l e y  C a p i t a l  In t e r n a t io n a l

T o t a l  C a p i t a l i z a t i o n  

U . S .  $ 2 , 0 5 3 . 4  B i l l i o n



INTERNATIONAL EQUITY MARKETS 
ANNUALIZED RETURNS IN U.S. DOLLARS

1970 -  1986
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INTERNATIONAL EQUITY MARKETS 
ANNUALIZED LOCAL AND CURRENCY RETURNS 

1970 - 1986
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INTERNATIONAL EQUITY MARKETS 
STANDARD DEVIATION OF RETURNS IN U.S. DOLLARS

1970 - 1986
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INTERNATIONAL FIXED INCOME MARKETS 
ANNUALIZED LOCAL AND CURRENCY RETURNS 

1970 - 1986
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4

W h y  f o r e i g n  i n v e s t m e n t s ?  T h i s  is a q u e s t i o n  w h i c h  

w o u l d n ' t  e v e n  h a v e  a r i s e n  20 y e a r s  ago. I n  1967, t h e  U n i t e d  

S t a t e s '  f i n a n c i a l  m a r k e t s  r e p r e s e n t e d  o v e r  t w o - t h i r d s  o f  t h e  

w o r l d ' s  e q u i t y  m a r k e t  c a p i t a l i z a t i o n ,  a n d  t h e  U n i t e d  S t a t e s  

w a s  t h e  w o r l d ' s  u n q u e s t i o n e d  f i n a n c i a l  a n d  i n d u s t r i a l  l e a d­

er. By t h e  e n d  of  1987, it r e p r e s e n t e d  o n l y  33% o f  t h e  

w o r l d ' s  e q u i t y  m a r k e t  c a p i t a l i z a t i o n ,  a n d  m a n y  e c o n o m i s t s  

p r e d i c t  t h a t  t h i s  p e r c e n t a g e  w i l l  c o n t i n u e  t o  shrink.

T h e  w o r l d ' s  i n v e s t a b l e  c a p i t a l  m a r k e t s ,  e x c l u d i n g  c a s h  

a n d  r e a l  estate, t o t a l e d  s o m e  $13 t r i l l i o n  a t  t h e  e n d  of 

D e c e m b e r  1986. T h e  w o r l d  f i x e d - i n c o m e  m a r k e t s  a m o u n t e d  to 

s o m e  $7.4 t r i l l i o n  w h i l e  t h e  w o r l d  e q u i t y  m a r k e t s  t o t a l e d  

$5.6 t r i l l i o n .  S o m e  s t a t i s t i c i a n s  a r e  p r o j e c t i n g  t h a t  b y  

t h e  y e a r  2000, w o r l d  G N P  w i l l  b e  o v e r  $15 t r i l l i o n ,  w i t h  75% 

o u t s i d e  t h e  U n i t e d  States.

W i t h  t h e  b r e a k d o w n  of e x c h a n g e  c o n t r o l s  a n d  r a p i d  

t e c h n o l o g i c a l  a d v a n c e s  in c o m m u n i c a t i o n s ,  t h e  i n t e r n a t i o n­

al i z a t i o n  o f  t h e  w o r l d ' s  f i n a n c i a l  m a r k e t s  h a s  b e e n  p r o­

c e e d i n g  a t  a r a p i d  pace. T o  p u t  i n t o  p e r s p e c t i v e  t h e  

m a g n i t u d e  of t h e s e  changes, o n e  o n l y  h a s  t o  c o n s i d e r  t h a t  in 

1973 t e l e v i s i o n  n e w s  in J u n e a u  w a s  d e l a y e d  a t  l e a s t  a d a y

TH E IMPO RT A N CE OF  INVE ST ING G L O B A L L Y  IN A  S H R I N K I N G  W O R L D
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I

and  a l l  s c h e d u le d  p ro g ra m s  w e re  d e la y e d  a w e e k . T he  ta p e s  

h a d  t o  be  f lo w n  t o  J u n e a u  f r o m  S e a t t l e ,  a n d  n o t  i n f r e q u e n t ­

l y ,  b a d  w e a th e r  d e la y e d  t h e i r  a r r i v a l .  T he  o n ly  a c c e s s  t o  

c u r r e n t  w o r ld  news a nd  t h e  f i n a n c i a l  m a r k e ts  w as t h e  t e l e ­

p h o ne  .

T o d a y , th a n k s  t o  s a t e l l i t e  te le c o m m u n ic a t io n s ,  t h e  

A la s k a  P e rm a n e n t F und  C o r p o r a t io n  h a s  i n s t a n t  a c c e s s  n o t  

o n ly  t o  w o r ld  news b u t  a ls o  t o  t h e  w o r l d 's  f i n a n c i a l  

m a r k e t s .  I n  o u r  o f f i c e  i n  J u n e a u , e a c h  o f  o u r  in v e s tm e n t  

o f f i c e r s  h a s  tw o  t e l e v i s i o n  m o n i t o r s  on  w h ic h  we a r e  a b le  t o  

o b t a in  R e u te r s  a nd  T e le r a t e  f i n a n c i a l  s e r v i c e s .  We h a ve  

i n s t a n t  a c c e s s  t o  t h e  s t o c k  m a r k e t ,  t h e  U .S . G o v e rn m e n t bond  

m a r k e t ,  f o r e i g n  e x c h a n g e  q u o t a t io n s ,  c o m m o d i t ie s ,  f i n a n c i a l  

f u t u r e s ,  w o r ld w id e  f i n a n c i a l  n ew s , a nd  t r a d i n g  i n  U .S . 

G o ve rn m e n t b o n d s  i n  b o th  L ondon  a nd  T o k yo  a s  w e l l  a s  New 

Y o r k .

The  r a p i d i t y  w i t h  w h ic h  t h e  w o r ld  h a s  b e e n  s h r i n k i n g  

h a s  b e e n  t r u l y  b r e a t h t a k in g .  W o r ld w id e  g lo b a l  te le c o m m u n i­

c a t i o n s  and  th e  i n t e g r a t i o n  o f  t h e  w o r l d 's  f i n a n c i a l  m a rk e ts  

i s  no  lo n g e r  a d re am  b u t  w e l l  on  t h e  w ay t o  b e in g  an  accom ­

p l i s h e d  f a c t .

D u r in g  t h e  p a s t  17 y e a r s ,  a p e r i o d  o f  e x p lo s i v e  c h a n g e , 

t h e  n o n -U .S . m a rk e ts  h a v e  o f f e r e d  s i g n i f i c a n t  in v e s tm e n t

-2-



o p p o r t u n i t i e s  f o r  U . S .  i n v e s t o r s .  M an y o f  t h e  w o r l d 's  

f a s t e s t  g r o w in g  e c o n o m ie s  t o d a y  a r e  l o c a t e d  i n  t h e  P a c i f i c  

B a s in ,  a n d  in v e s t m e n t s  i n  t h i s  a r e a  o f f e r  som e o f  t h e  m o s t 

a t t r a c t i v e  o p p o r t u n i t i e s  c u r r e n t l y  a v a i l a b l e .

O p p o r t u n i t i e s  c a n  b e  s e e n  b o th  i n  t h e  fo rm  o f  r e t u r n  

e n h a n c e m e n t an d  r i s k  r e d u c t i o n .  A  num ber o f  s t a t i s t i c a l  

s t u d i e s  h a v e  show n  d e f i n i t e  b e n e f i t s  fro m  f o r e i g n  i n v e s t ­

m e n t ,  b o th  i n  t h e  l e v e l  o f  r e t u r n  and  t h e  r e d u c t i o n  o f  r i s k .  

I t  h a s  b e e n  d e m o n s tr a te d  t h a t  t h e  i n c l u s i o n  o f  f o r e i g n  

in v e s t m e n t s  i n  a d o m e s t ic  p o r t f o l i o  r e d u c e s  t h e  v o l a t i l i t y  

( r i s k )  o f  t h a t  p o r t f o l i o  s i n c e  t h e  w o r l d 's  f i n a n c i a l  m a r k e ts  

d o  n o t  a l l  m ove  i n  c o n c e r t .  T h e  d e g r e e  o f  b e n e f i t  dem on ­

s t r a t e d  v a r i e s  fr o m  o n e  s t u d y  t o  a n o th e r  d e p e n d in g  u p o n  t h e  

p a r t i c u l a r  t im e  s p a n  u s e d ,  t h e  c o u n t r i e s  c o v e r e d ,  a n d  t h e  

t y p e s  o f  i n v e s t m e n t s ,  b u t  t h e  p o s i t i v e  c o n c lu s io n s  p e r s i s t  

th r o u g h  a l l  o f  th e m .

G lo b a l  i n v e s t i n g  i s n ' t  r e s t r i c t e d  t o  o n l y  a  f e w  com ­

p a n i e s ;  i t  i n c l u d e s  m o s t o f  t h e  w o r l d 's  m a jo r  i n d u s t r i e s .

T h e  num ber on e  o i l  com pan y i n  t h e  w o r ld  i s  E x x o n .  N um bers  

tw o  an d  t h r e e  a r e  f o r e i g n  c o m p a n ie s  -  T h e  R o y a l  D u tc h  S h e l l  

G ro u p  and  B r i t i s h  P e t r o le u m .  T h e  tw o  l a r g e s t  fo o d  c o m p a n ie s  

a r e  E u ro p e a n  -  U n i l e v e r  o f  D u tc h  and  B r i t i s h  o w n e r s h ip ;  and  

N e s t l e ,  a S w is s  c o n c e r n .  T h e  num ber tw o  a n d  t h r e e  c h e m ic a l  

c o m p a n ie s  i n  t h e  w o r ld  b e h in d  D u p o n t a r e  G erm an  -  B a y e r  and
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Hoe c h s t .  A n d  t h e  t o p  f o u r  b a n k s  are J a p a n e s e  - D a i c h i  

K a n gyo, Fuji, S u m i t o m o ,  a n d  M i t s u b i s h i .  S o m e  o f  t h e  m o s t  

s i g n i f i c a n t  r e s e a r c h  f o r  m o d e r n  w o n d e r  d r u g s  is b e i n g  

u n d e r t a k e n  b y  a n u m b e r  o f  m a j o r  S w i s s  and B r i t i s h  p h a r m a­

ce u t i c a l  c o m p a n i e s .

C u r r e n t l y  t h e  w o r l d  is i n v o l v e d  in  f i e r c e  c o m p e t i t i o n  

t o  d e t e r m i n e  w h i c h  c o m p a n i e s  w i l l  b e  t h e  w i n n e r s  in t h e  

f i e l d s  o f  c a p i t a l  goods, c o n s u m e r  e l e c t r o n i c s ,  a n d  t e l e­

co m m u n i c a t i o n s .  A  l a r g e  n u m b e r  o f  t h e  m o s t  r a p i d l y  g r o w i n g  

f i r m s  are s i t u a t e d  o u t s i d e  t h e  U n i t e d  States, r e f l e c t i n g  

f a s t  e x p a n d i n g  o v e r s e a s  m a r k e t s  a n d  a b u n d a n t  o v e r s e a s  

s u p p l i e s  o f  i n d u s t r i a l  r a w  m a t e r i a l s  a n d  o f  l a b o r  a t  v a r i o u s  

s k i l l  levels. In s o m e  i n s tances, i n v e s t o r s  c a n  o n l y  p a r t i­

c i p a t e  in c e r t a i n  a r e a s  o f  t e c h n o l o g y  b y  i n v e s t i n g  in 

f o r e i g n  firms.

O v e r  t h e  t e n  y e a r  p e r i o d  e n d i n g  D e c e m b e r  1986, t h e  

S t a n d a r d  & P o o r ' s  500 I n d e x  m a n a g e d  a v e r y  h e a l t h y  c o m­

p o u n d e d  r e t u r n  of 1 3 .7% annua l l y .  T h e  C a p i t a l  I n t e r n a t i o n a l  

E u r o p e ,  A u s t r a l i a ,  F a r  E a s t  I n d e x  r e t u r n e d  a n  a n n u a l  2 2 . 3 %  

f o r  t h e  s a m e  period. T h e  n e x t  d e c a d e  m a y  b e  j u s t  t h e  c o n­

v e r s e  w i t h  t h e  S & P  a t  2 2 . 3 %  a n d  E A F E  a t  13.7%. E v e n  if t h i s  

is t h e  case, o n e  can  b e  f a i r l y  c e r t a i n  t h a t  t h e r e  w i l l  b e  

co u n t r i e s ,  s e c u r i t i e s ,  a n d  w h o l e  a s s e t  c l a s s e s  t h a t  w i l l
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o u t p e r f o r m  the U.S. for p e r i o d s  o f  t i m e  d u r i n g  t h e  n e x t  

decade.

T h e  U n i t e d  S t a tes' i n a b i l i t y  t o  s t a n d  a p a r t  f r o m  t h e  

r e s t  o f  t h e  w o r l d  as a n  i n d e p e n d e n t  e n t i t y  is, a b o v e  all, 

t h e  r e a s o n  to  f a c t o r  i n t e r n a t i o n a l  i n v e s t i n g  i n t o  i n v e s t m e n t  

plans. In addition, a n u m b e r  of a n a l y s t s  s u g g e s t  t h a t  t h e  

p r u d e n t  m a n  r u l e  a n d  t h e  p r u d e n t  e x p e r t  r u l e  r e q u i r e  

i n v e s t o r s  w i t h  f i d u c i a r y  r e s p o n s i b i l i t i e s  t o  l o o k  c a r e f u l l y  

a t  d e v e l o p m e n t s  w o r l d w i d e  a n d  to p u t  in p l a c e  p l a n s  f o r  a n  

u n c e r t a i n  f u t u r e  - a f u t u r e  o f  u n p r e d i c t a b l e  g l o b a l  i n f l u­

en c e  o n  inv e s t m e n t s .

W e  d o n ' t  k n o w  h o w  t h e  U.S. m a r k e t  w i l l  c o m p a r e  t o  

f o r e i g n  m a r k e t s  o v e r  t h e  n e x t  t w e n t y  years. T h e  a n a l y s i s  of 

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

p r o t e c t  a s e c u r i t i e s  p o r t f o l i o  a g a i n s t  u n f o r e s e e n  da n g e r s . 

U n c e r t a i n t y  a b o u t  t h e  f u t u r e  s h o u l d  b e  a c o m p e l l i n g  f o r c e  

l e a d i n g  i n v e s t o r s  t o  d i v e r s i f y  as w i d e l y  as p o s s i b l e .
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March 25, 1987

The H o n o r a b l e  Ben G r u s s e n d o r f  
S p e a k e r  o f  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. Box V 
Juneau, A K  99811

De a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, of the A l a s k a  
Co n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a bi l l  r e l a t i n g  to the 
p u r c h a s e  of f o r e i g n  i n v e s t m e n t s  b y  the b o a r d  o f  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. The b i l l  s p e c i f i c a l l y  p e r­
mits the p u r c h a s e  o f  f o r e i g n  s e c u r i t i e s  b y  the board.

Re t urns from f o r eign i n v e s t m e n t  have e x c e e d e d  t h o s e  f r o m  
i n v e s t m e n t s  in  the U n i t e d  S t a t e s  ov e r  m o s t  r e c e n t  1 0 - y e a r  
periods. In addit i o n ,  the U n i t e d  St a t e s  r e p r e s e n t s  less 
than o n e - h a l f  of  the w o r l d ' s  e q u i t y  c a p i t a l i z a t i o n ,  and 
that s h a r e  is d e c l i n i n g  as f o r e i g n  e c o n o m i e s  e x p e r i e n c e  
m o r e  r a p i d  l o n g - t e r m  g r o wth. N o  one n a t i o n a l  m a r k e t  c o n­
sis t e n t l y  p r o d u c e s  s u p e r i o r  or i n f e r i o r  returns, and f o r­
eign s e c u r i t i e s  m a r k e t s  e x h i b i t  a low c o r r e l a t i o n  w i t h  the 
U.S. market. C o n s e q u e n t l y ,  the a b i l i t y  to i n v e s t  in t h o s e  
fo r eign s e c u r i t i e s  w i l l  r e d u c e  o v e r a l l  p o r t f o l i o  r i s k  
w h i l e  p r o v i d i n g  an i n c r e a s e d  r e t u r n  w h e n  c o m p a r e d  to a 
p o r t f o l i o  of s o l e l y  U.S. e q u i ties.

In sec. 2 of  the bill, c a p i t a l  and s u r p l u s  r e q u i r e m e n t s  
are r e d u c e d  in r e c o g n i t i o n  o f  d i f f e r e n t  i n t e r n a t i o n a l  a c­
cou n t i n g  c o n v e n t i o n s .  F o r  exa m p l e ,  it has b e e n  r e p o r t e d  
in B a r r o n ' s  N a t i o n a l  B u s i n e s s  and F i n a n c i a l  W e e k l y  that, 
if U.S. r e g u l a t o r s  r e q u i r e d  U.S. b a n k s  to e s t a b l i s h  a m o d­
est 10 p e r c e n t  r e s e r v e  a g a i n s t  t h e i r  loans to the s i x  m a­
jor L a t i n  A m e r i c a n  d e b t o r s ,  it w o u l d  c o s t  C h a s e  M a n h a t t a n  
Ba n k  $4.82 a s h a r e  this y e a r  and M a n u f a c t u r e r s  H a n o v e r  T r u s t  
Co. m o r e  than t w i c e  t h a t  amount. O n  the o t h e r  hand, some  
G e r m a n  b a n k s  r e s e r v e  m o r e  t h a n  30 p e r c e n t  a g a i n s t  
l e s s e r - d e v e l o p e d - c o u n t r y  loans. If w e  w e r e  to r e q u i r e  
$5 0 0 , 0 0 0 , 0 0 0  in c a p i t a l  a n d  s u r p l u s  of all f o r e i g n  banks,
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we m i g h t  be f o r c e d  to e l i m i n a t e  i n v e s t m e n t s  in b a n k s  w i t h  
s m a ller r e p o r t e d  c a p i t a l  but v e r y  l a r g e  u n r e p o r t e d  r e­
serves, w h i c h  m i g h t  m a k e  t h e m  some of the s a f e s t  b a n k s  in 
the world.
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BY THE RULES COMMITTEE BYIN THE HOUSE REQUEST OF THE GOVERNOR
HOUSE BILL NO. 217 

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - FIRST SESSION 

A BILL
For an Act entitled: "An Act relating to purchase of foreign 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 [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, 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 
issuing bank or trust company has capital and surplus at the date of 
issue equaling at least $100,000,000 [$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:
(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. A. AS 37.13.120(h) is amended to read:
HB0217A -1- HB 217
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1 (h) The board may enter into future contracts for the sale of
2 investments purchased under (g) of this section, or for the sale of
3 foreign currencies, only for the purpose of hedging ah existing equiv-
A alent ownership position in these investments [SECURITIES],
5 * Sec, 5. AS 37.13.120(i) is amended to read:
6 (i) At the time of each investment, the aggregate investment of
7 the Alaska permanent fund in each stated category of investment may
0 not exceed the following stated percentage of the total investments of
9 the fund: mortgages under (g)(16) of this section, 15 percent; real
10 estate investments under (g)(20) of this section, 15 percent; foreign
11 certificates of deposit, foreign term deposits, and foreign bankers'
12 acceptances [OR THE EQUIVALENT] under (g)(19) of this section, 20
13 percent; securities of foreign governments, foreign governmental
1A agencies, and foreign corporations under (g)(8) and (21) of this
15 section, 20 percent; domestic corporate stocks and debt securities
16 under (g)(8), (9), and (18) of this section, 50 percent. The Alaska
17 permanent fund may at no time own more than five percent of the voting
18 stock of a corporation. Domestic stocks, except for bank and insur-
19 ance company stocks, must be listed at the date of purchase on an
20 exchange registered with the Securities and Exchange Commission.
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[ ] Committee Backup attached
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#

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

10 (8) domestic corporate debt securities that [WHICH] are
11 rated AA or better by a nationally recognized rating service. or
12 foreign corporate debt securities of comparable quality;
13 * Sec. 2. AS 37.13.120(g)(19) is amended to read:
14 (19) certificates of deposit, term deposits, or bankers'
15 acceptances, which are issued by a United States or foreign bank or
16 trust company located in a foreign country and are denominated in
17 United States or foreign currency, if either (A) they may be readily
18 sold in a secondary market at prices reflecting fair value, or (B) the
19 issuing bank or trust company has capital̂  [AND] surplus, and retained
20 earnings at the date of issue equaling at least $500,000,000; invest-
21 ments made under this paragraph are not subject to the collateral
22 requirements for domestic certificates under (m) of this section;
23 * Sec. 3. AS 37.13.120(g) is amended by adding a new paragraph to read:
24 (21) securities of foreign governments, foreign govern-
25 mental agencies, and foreign corporations the principal of which is,
26 or the interest or dividends on which are, payable in either United
27 States dollars or foreign currencies.
28 * Sec. 4. AS 37.13.120(h) is amended to read:
29 (h) The board may enter into future contracts for the sale of
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1 investments purchased under (g) of this section, or for the sale of
2 foreign currencies, only for the purpose of hedging an existing equiv-
3 alent ownership position in these investments [SECURITIES],
4 * Sec, 5. AS 37.13.120(i) is amended to read:
5 (i) [AT THE TIME OF EACH INVESTMENT, THE AGGREGATE INVESTMENT OF
6 THE ALASKA PERMANENT FUND IN EACH STATED CATEGORY OF INVESTMENT MAY
7 NOT EXCEED THE FOLLOWING STATED PERCENTAGE OF THE TOTAL INVESTMENTS OF
8 THE FUND: MORTGAGES UNDER (g)(16) OF THIS SECTION, 15 PERCENT; REAL
9 ESTATE INVESTMENTS UNDER (g)(20) OF THIS SECTION, 15 PERCENT; FOREIGN

10 CERTIFICATES OF DEPOSIT OR THE EQUIVALENT UNDER (g)(19) OF THIS SEC-
11 TION, 20 PERCENT; CORPORATE STOCKS AND DEBT SECURITIES UNDER (g)(8),
12 (9), AND (18) OF THIS SECTION, 50 PERCENT.] The Alaska permanent fund
13 may at no time own more than five percent of the voting stock of a
14 corporation. Domestic stocks, except for bank and insurance company
15 stocks, must be listed at the date of purchase on an exchange regis-
16 tered with the Securities and Exchange Commission. At the time of
17 each investment the aggregate investment of the fund in each stated
18 category of investment may not exceed the following stated percentage
19 of the total investments of the fund:
20 (1) mortgages under (g)(16) of this section - 15 percent;
21 (2) real estate investments under (g)(20) of this section -
22 15 percent;
23 (3) foreign certificates of deposit, foreign term deposits,
24 and foreign bankers' acceptances under (g)(19) of this section, and
25 securities of foreign governments, foreign governmental agencies, and
26 foreign corporations under (g)(8) and (21) of this section - 20 per-
27 cent;
28 (4) domestic corporate stocks and debt securities under
29 (g)(8), (9), and (18) of this section - 50 percent.
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Pouch 4*1000 Juneau, Alaska 99802  
(907) 465-2047 Telex 099-46-323

Alaska P e r m a n e n t  F u n d  Corporation

A p r i l  1 3 ,  1987

R e p r e s e n t a t i v e  Fran Ulmer, C h a ir  
House S t a t e  A f f i a r s  Committee 
P.O.  Box V 
Juneau,  A l a s k a  99811

Dear R e p r e s e n t a t i v e  Ulmer:

I am w r i t i n g  t o  r e q u e s t  t h a t  you s c h e d u l e  House B i l l  No. 2 1 7 ,  "An Act  
r e l a t i n g  to  purchase o f  f o r e i g n  i n v e s t m e n t s  by the board o f  t r u s t e e s  o f  the 
A l a s k a  permanent fund."

T his  b i l l  i s  s up po rte d  by the  board o f  t r u s t e e s  o f  the  A l a s k a  Permanent 
Fund C o r p o r a t i o n .  I t  was o r i g i n a l l y  recommended by the  T r u s t e e s  on 
September 26, 1986 (s e e  Board R e s o l u t i o n  86-13 a t t a c h e d ) .  Since the 
Board membership a t  t h a t  t ime was q u i t e  a b i t  d i f f e r e n t  than a t  p r e s e n t ,  
t h e _ b i l l  was d i s c u s s e d  a g a i n  a t  the  most r e c e n t  Board meeting on March 
9, 1987, and the o r i g i n a l  recommendation f o r  pass age  o f  t h i s  b i l l  s t i l l  
s t a n d s .

We t h i n k  i t  i s  important  f o r  the  l e g i s l a t u r e  to  expand the Fund's 
a u t h o r i z e d  l i s t  of  i n v e s t m e n t s  to  i n c l u d e  f o r e i g n  s e c u r i t i e s ,  and we 
lo o k  forward to  t e s t i f y i n g  i n  su ppo rt  o f  t h i s  b i l l  a t  your e a r l i e s t  
c o n v e n i e n c e .  S t a f f  w i l l  b£ p r o v i d i n g  your  committee w i t h  back-up 
m a t e r i a l  on t h i s  b i l l  i n  p a r t i c u l a r  and g l o b a l  i n v e s t i n g  i n  g e n e r a l .

Thank you.

With warm r e g a r d s .

David A. Rose 
E x e c u t i v e  D i r e c t o r

Attachment



R E S O L U T I O N  OF T H E  B O A R D  OF T R U S T E E S  
T HE A L A S K A  P E R M A N E N T  FU N D  C O R P O R A T I O N

R E G A R D I N G  I N V E S T M E N T S  IN F O R E I G N  S E C U R I T I E S

R E S O L U T I O N  86-13

W H EREAS, r e t u r n s  fro™ fo r e i g n  i n v e s t m e n t  h a v e  e x c e e d e d  

t h o s e  in the U n i t e d  St a t e s  o v e r  m o s t  re c e n t  ten y e a r  p e r i o d s ;  and

WHEREAS, the U n i t e d  S t a t e s  r e p r e s e n t s  less t h a n  o n e - h a l f  

o f  the w o r l d ' s  e q u i t y  c a p i t a l i z a t i o n  and is d e c l i n i n g  in share as 

f o r e i g n  e c o n o m i e s  e x p e r i e n c e  m o r e  r a p i d  l o n g - t e r m  growth; and

W HEREAS, e q u i t y  p a r t i c i p a t i o n  in m a n y  e m e r g i n g  a n d  fast 

g r o w t h  i n d u s t r i e s  c a n  o n l y  b e  a t t a i n e d  t h r o u g h  f o r e i g n  i n v e s t m e n t ;  

and;

WHEREAS, f o r e i g n  s e c u r i t i e s  m a r k e t s  e x h i b i t  a low c o r r e­

l a t i o n  w i t h  the U.S. m a r k e t  t h e r e f o r e  r e d u c e d  o v e r a l l  p o r t f o l i o  

v o l a t i l i t y  w i l l  r e s u l t  from i n t e r n a t i o n a l  investments; and

WHEREAS, no o n e  n a t i o n a l  m a r k e t  c o n s i s t e n t l y  p r o d u c e s  

s u p e r i o r  o r  i n f e r i o r  returns; and

W H E R E A S , c o m b i n i n g  U.S. and i n t e r n a t i o n a l  i n v e s t m e n t s  

h a s  c o n s i s t e n t l y  p r o v i d e d  b o t h  i n c r e a s e d  r e t u r n  and r e d u c e d  ri s k  

c o m p a r e d  to a p o r t f o l i o  o f  a l l  U.S. equities; and



WHEREAS, g r o w t h  in the U.S. e c o n o m y  r e m ains slow w h i l e  

m a n y  f o r e i g n  e c o n o m i e s  e n j o y  mo r e  r a pid and a c c e l e r a t i n g  growth; 

a n d

WHEREAS, i n c r e a s e d  d i s p o s a b l e  in c o m e  a n d  low i n f l a t i o n  

a b r o a d  is s p u r r i n g  c o n s u m e r  d e m a n d  and d o m e s t i c  growth; and

WH E R E A S ,  a c o n t i n u a t i o n  o f  the d o l l a r ' s  g r a d u a l  d e s c e n t  

w i l l  e n h a n c e  U.S. investors' t otal r e t u r n  from f o r eign s ecurity 

h o l d i n g s ;

r e c o m m e n d  th a t  the S t ate of  Al a s k a  L e g i s l a t u r e  c o n s i d e r  a n d  a d o p t  

l e g i s l a t i o n  p e r m i t t i n g  p u r c h a s e  of f o r e i g n  s e c u r i t i e s  s i m i l a r  in 

c o n t e n t  to the s u g g e s t e d  Bi l l  a t t a c h e d  h e r e t o  as A p p e n d i x  A.

P A S S E D  A N D  A P P R O V E D  by  the B o a r d  o f  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 ,  this 26th day o f  September, 

1986.

N O W  T H E R E F O R E  B E  IT R E S O L V E D  that the B o a r d  of T r u s t e e s

C lyde M. Sherwood, C h a i r m a n
B o a r d  of 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  C o r p o r a t i o n

AT

D a v i d  A. Rose, E x e c u t i v e  D i r e c t o r

Page 2
R e so lu t io n  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) 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 conoarable cualitv;

* 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 issuing bank or trust company has capital 

and surplus at the date of issue equaling at least S100.000.000 

[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 a new

paragraph to read:

(21) securities of foreign governments, foreicn 

governmental 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 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 H o n o r a b l e  Ben G r u s s e n d o r f  
S p e a k e r  o f  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. Box V  
Juneau, A K  99811

De a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, o f  the A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to the 
p u r c h a s e  of f o r e i g n  i n v e s t m e n t s  b y  the b o a r d  o f  t r u s t e e s  
o f  the A l a s k a  P e r m a n e n t  Fund. The b i l l  s p e c i f i c a l l y  p e r­
mit s  the p u r c h a s e  o f  f o r e i g n  s e c u r i t i e s  b y  the board.

R e t u r n s  from f o r e i g n  i n v e s t m e n t  h a v e  e x c e e d e d  t h o s e  fr o m  
i n v e s t m e n t s  in the U n i t e d  S t a t e s  o v e r  m o s t  r e c e n t  1 0 - y e a r  
periods. In addition, the U n i t e d  S t a t e s  r e p r e s e n t s  less 
than o n e - h a l f  o f  the w o r l d ' s  e q u i t y  c a p i t a l i z a t i o n ,  and 
that s h are is d e c l i n i n g  as f o r e i g n  e c o n o m i e s  e x p e r i e n c e  
m o r e  r a p i d  l o n g - t e r m  g r o wth. N o  o n e  n a t i o n a l  m a r k e t  c o n­
sis t e n t l y  p r o d u c e s  s u p e r i o r  or i n f e r i o r  r e t u r n s ,  and f o r­
eign  s e c u r i t i e s  m a r k e t s  e x h i b i t  a l o w  c o r r e l a t i o n  w i t h  the 
U.S. market. C o n s e q u e n t l y ,  the a b i l i t y  to i n v e s t  in t h o s e  
f o r e i g n  s e c u r i t i e s  w i l l  r e d u c e  o v e r a l l  p o r t f o l i o  risk 
w h i l e  p r o v i d i n g  an i n c r e a s e d  r e t u r n  w h e n  c o m p a r e d  to a 
p o r t f o l i o  of s o l e l y  U.S. equities.

In sec. 2 o f  the bill, c a p i t a l  a n d  s u r p l u s  r e q u i r e m e n t s  
are r e d u c e d  in r e c o g n i t i o n  of d i f f e r e n t  i n t e r n a t i o n a l  a c­
cou n t i n g  c o n v e n t i o n s .  For exa m p l e ,  it has b e e n  r e p o r t e d  
in B a r r o n ' s  N a t i o n a l  B u s i n e s s  a n d  F i n a n c i a l  W e e k l y  t h a t , 
if U.S. r e g u l a t o r s  r e q u i r e d  U.S. b a n k s  to e s t a b l i s h  a m o d­
est 10 p e r c e n t  r e s e r v e  a g a i n s t  t h e i r  l o ans to the six m a­
jor L a t i n  A m e r i c a n  d e btors, it w o u l d  c o s t  C h a s e  M a n h a t t a n  
B a n k  $4.82 a share this y e a r  and M a n u f a c t u r e r s  H a n o v e r  T r u s t  
Co. m o r e  th a n  t w i c e  t h a t  amount. O n  t h e  o t h e r  hand, some 
G e r m a n  b a n k s  r e s e r v e  m o r e  t h a n  30 p e r c e n t  a g a i n s t  
l e s s e r - d e v e l o p e d - c o u n t r y  loans. If w e  w e r e  to r e q u i r e  
$ 5 0 0 , 0 0 0 , 0 0 0  in c a p i t a l  a n d  s u r p l u s  o f  a l l  f o r e i g n  banks,
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Hon. B e n  G r u s s e n d o r f  P a g e  2

w e  m i g h t  b e  f o r c e d  to e l i m i n a t e  i n v e s t m e n t s  in b a n k s  w i t h  
s m a l l e r  r e p o r t e d  c a p i t a l  b u t  v e r y  l a r g e  u n r e p o r t e d  r e­
serves, w h i c h  m i g h t  m a k e  t h e m  some o f  the s a f e s t  b a n k s  in 
t h e  world.



ALASKA STATE CHAMBER OF COMM ERCE310 Second Sired Juneau, Alaska 90801 (907) 586-232J
M a r c h  4, 1988

T h e  H o n o r a b l e  A 1  Adams, C h a i r m a n  
H o u s e  F i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9811

D e a r  Al:

O n  Mond a y ,  M a r c h  7 y o u  w i l l  b e  c o n s i d e r i n g  H B  217 r e l a t i n g  t o  
f o r e i g n  i n v e s t m e n t  b y  t h e  A l a s k a  P e r m a n e n t  Fund.

W e  h a v e  r e v i e w e d  t h e  Bi l l  a n d  s t r o n g l y  s u p p o r t  t h e  l e g i s l a t i o n  
a s  s e t  f o r t h  in t h e  c o m m i t t e e  s u b s t i t u t e .

T h e  A l a s k a  S t a t e  C h a m b e r  f a v o r s  p a s s a g e  f o r  t h e  f o l l o w i n g  
r e a s o n s :

1. T h e  F u n d  h a s  d e v e l o p e d  (and earned) a r e p u t a t i o n  for
c o n s e r v a t i v e ,  c a r e f u l ,  a n d  d e l i b e r a t e  i n v e s t m e n t .  It 
c l e a r l y  h a s  t h e  p r o f e s s i o n a l  c o m p e t e n c e  to u t i l i z e  t h e  
a d d i t i o n a l  p r o p o s e d  i n v e s t m e n t  t o o l s  f o r  t h e  b e t t e r m e n t  o f  
t h e  S t a t e  a n d  its c i t i z e n s .

2. T h e  e x p a n s i o n  o f  i n v e s t m e n t s  t o  t h e  i n t e r n a t i o n a l  a r e n a
p r o v i d e s  f u r t h e r  d i v e r s i f i c a t i o n  o f  t h e  F u n d ' s  s t o c k  a n d
b o n d  p o r t f o l i o s .  T h i s  b l e n d i n g  a n d  d i v e r s i f y i n g  p e r m i t s  t h e  
F u n d  t o  c o n t i n u e  its i n v e s t m e n t  m i s s i o n  at  l o w e r  r i s k  t h a n  
t h a t  c u r r e n t l y  b e i n g  e x p e r i e n c e d .

3. G e n e r a l l y ,  f o r e i g n  i n v e s t m e n t s  g e n e r a t e  h i g h e r  e a r n i n g s  t h a n  
d o m e s t i c  i n v e s t m e n t s .  T h i s  is e v i d e n c e d  b y  t h e  p e r f o r m a n c e  
of s u c h  i n v e s t m e n t s  i n  S t a t e  P E R S  a n d  TRS. W h i l e  t h i s  
s h o u l d  n o t  b e  a c o m p e l l i n g  a r g u m e n t  f o r  f o r e i g n  i n v e s t m e n t ,  
it is c l e a r l y  i n d i c a t i v e  t h a t  e x p e c t e d  r e t u r n s ,  o v e r  time, 
w i l l  b e  at l e a s t  e q u a l  t o  d o m e s t i c  i n v e s t m e n t s .

4. F i n a l l y ,  a n d  p e r h a p s  m o s t  i m p o r t a n t  f r o m  o u r  v i e w p o i n t ,  is 
t h e  b y - p r o d u c t  b e n e f i t  of  f o r e i g n  i n v e s t m e n t .  T h e  c o n t a c t s  
m a d e  b y  t h e  F u n d  w i l l  b e  e x t r e m e l y  v a l u a b l e .  A s  it 
r e s e a r c h e s  f o r e i g n  c o r p o r a t i o n s ?  c o n f e r s ,  meets, a n d  e n t e r s  
in t o  b u s i n e s s  a r r a n g e m e n t s  w i t h  m a j o r  n o n d o m e s t i c  b a n k e r s  
a n d  f i n a n c i e r s ;  a n d  c r e a t e s  d i a l o g u e  w i t h  b u s i n e s s  l e a d e r s  
t h r o u g h o u t  t h e  wor l d ,  t h e  F u n d  w i l l  b r i n g  b u s i n e s s  v i s i t o r s  
a n d  p o t e n t i a l  i n v e s t o r s  t o  o u r  state. A s  t h e s e  v i s i t o r s



e s t a b l i s h  r e l a t i o n s h i p s  w i t h  t h e  Fund, t h e y  w i l l  g a i n  
f i r s t h a n d  e x p o s u r e  to A l a s k a  a n d  its b u s i n e s s  a n d  e c o n o m i c  
o p p o r t u n i t i e s .

T h e  g l o b a l  o u t r e a c h  w h i c h  w i l l  b e  f a c i l i t a t e d  b y  i n t e r n a t i o n a l  
i n v e s t m e n t  is m o s t  t i m e l y  in t h e s e  d i f f i c u l t  e c o n o m i c  t i m e s  for 
A l a s k a .  W e  m u s t  d o  e v e r y t h i n g  p o s s i b l e  t o  e x p a n d  o u r  h o r i z o n s  
a n d  d e v e l o p  i n c r e a s e d  e c o n o m i c  a c t i v i t y .  E n a c t m e n t  and 
i m p l e m e n t a t i o n  of t h e  C o m m i t t e e  S u b s t i t u t e  f o r  H o u s e  Bi l l  217 
w i l l  h e l p  us  a c c o m p l i s h  this.

W e  r e c o m m e n d  its adopt i o n .
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S E N A T E  C O M M I T T E E  R E P O R T

4/14/88 
Mr. P r e s i d e n t :

JU D IC IA R Y C o m m i t t e e  c o n s i d e r e d csh b  2 1 7  m m

p u rc h a se  o f  in v e s tm e n ts  by th e  b o ard  o f  t r u s t e e s  o f  th e  A la s k a  
perm anent fu nd

a n d  r e c o m m e n d e d

[ ] r e p l a c e  w i t h  
[ ] o r  a d o p t  ____

CS
c s "

)[] s a m e  t i t l e  
’) [ ] n e w  t i t l e

[ ] a t t a c h e d  a m e n d m e n t ( s )  a n d  

[ ] d o  p a s s  

[ ] d o  n o t  p a s s  

[ 1 n o  r e c o m m e n d a t i o n

i n d i v i d u a l  r e c o m m e n d a t i o n s  

[ ] f u r t h e r  r e f e r r a l  t o  _________

[ ] l e t t e r  o f  i n t e n t  a d o p t e d  ___________

C o m m i t t e e  ^ 4  a t t a c h e d  or  [ ] a d o p t e d  /f-fscaJT"nOteTt) 
t ] n e w  [ ] u p d a t e d  o r  p r e v i o u s 1''

[ ] z e r o  f i s c a l ^ i m p a c t

O T H E R  R E C O M M E N D A T I O N S

/  Chai s i g n a t u r e  a n d  re c o m m e n d a t i o nr̂ rfa 1
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Mr. P r e s i d e n t :
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F U R T H E R J U D I C I A R Y  
inhNGE-

D A T E  T U R N E D  I N T O  O F F I C E  4 Y

Com m ittee c o n s id e re d  CSHB 217 (F IN )

p u rc h a se  o f  in v e s tm e n ts  by th e  b o ard  o f  t ru s te e s )  o f  th e  A la s k a  
p erm anent fu n d  

and recommended

[ ] r e p l a c e  w i t h  
[ j o r  a d o p t  _____

CS
CS"

[ ] a t t a c h e d  am endm ent(s) and 

:o pag s 

] do n o t  p a s s  

] no recom m endation  

] i n d i v id u a l  recom m endations 

] f u r t h e r  r e f e r r a l  to  __________

] l e t t e r  o f  in t e n t  adopted

_) [ ] s a m e  t i t l e  
’) [ ] n e w  t i t l e

C o m m i t t e e  a t t a c h e d  o r  [ ] a d o p t e d  f i s c a l  note(s)
[ ] new [ ] up d ated  o r  [)<(] p re v io u s  t**

v[ ] z e ro  _  [^ ] f i s c a l  im p a c t

O T H E R  R E C O M M E N D A T I O N S

C n S i r m a n  si g n a t ur e a n d ’rec o mm en da t io n
[ ] C o m m i t t e e  B a c k u p  attach ed
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D a i s  r e f e r r e d :  4 / 1 7 / 8 7 F U R T H E R  R E F E R R A L S :

F i n a n c e

DATE:

C o m m i t t e e  h a s  c o n s i d e r e d
0  H B  219

T h e  _______________________________________ _________________________

"An A c t  m a k i n g  a n  a p p r o p r i a t i o n  t o  t h e  U n i v e r s i t y  o f  A l a s k a  f o r  o p e r a t i o n  of 
t h e  A l a s k a  C e n t e r  f o r  I n t e r n a t i o n a l  B u s i n e s s ;  m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  
t o  t h e  U n i v e r s i t y  o f  A l a s k a  f o r  p a y m e n t  as a g r a n t  to  t h e  U n i v e r s i t y  of 
A l a s k a  F o u n d a t i o n  f o r  o p e r a t i o n  of  t h e  A l a s k a  C e n t e r  f o r  I n t e r n a t i o n a l  
B u s i n e ss; agnd p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

CS H13> l\c[ CfciWntQ[ ] r e p l a c e  w i t h  

[ ] a t t a c h e d  a m e n d m e n t ( s )

d o  p a s s  

[ ] d o  n o t  p a s s

~[ - ] n o  r e c o m m e n d a t i o n

[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] a d d i t i o n a l  r e f e r r a l  t o  the

[ ] t h e  s a m e  t i t l e

a n e w  t i t l e

C o m m i t t e e

A D O P T S ; [ ] l e t t e r  o f  i n t e n t

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :  

[ ] f i s c a l  i m p a c t

[ ] z e r o  f i s c a l  n o t e

[ ] z e r o  w i t h  a n a l y s i s

S I<

f o u f f c & o r ________

W V ' - ' ?

— r
£ - C U _  x / g -

[ ] s a m e  as p r e v i o u s  f i s c a l  no t e

p u b l i s h e d  ____________________ ~

[ ] s a m e  as p r e v i o u s  z e r o  fi s c a l

n o t e  p u b l i s h e d  __________________

S I G N I N G  O T H E R  R E C O M M E N D A T I O N S :
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R i e s , ^ :
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C h a i r m a n ' s  s i g n a t u r e
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IN  THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE B IL L  NO. 219 ( F in a n c e )

IN  THE LEG ISLA TU RE OF THE STATE OF ALASKA 

F IFTEEN TH  LEG ISLA TU RE -  SECOND SESSION

A B IL L

F o r  an A c t  e n t i t l e d :  "An A c t  t r a n s f e r r in g  and a p p r o p r ia t in g  c e r t a in  lo a n s ,

a s s e t s ,  and fu nd  e q u i t ie s  to  th e  s tu d e n t  lo a n  fu n d ;

and p ro v id in g  f o r  an e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE LEG ISLA TU RE OF THE STATE OF ALASKA:

*  S e c t io n  1 . A l l  r i g h t ,  t i t l e ,  and in t e r e s t  in  s c h o la r s h ip  lo a n s  made

u n d e r AS 1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0 ,  to g e th e r  w it h  a s s e t s  and fu n d  e q u i t i e s  h e ld  

in  th e  s c h o la r s h ip  r e v o lv in g  lo a n  fu n d  (AS 1 4 . 4 3 . 0 9 0 )  on Decem ber 3 1 , 1987 ,  

and re m a in in g  i n  th e  fu n d  on th e  e f f e c t i v e  d a te  o f  t h i s  A c t ,  a re  t r a n s ­

f e r r e d  and a p p ro p r ia te d  to  th e  s tu d e n t  lo a n  fu n d  (AS 1 4 . 4 2 . 2 1 0 )  o f  th e  

A la s k a  S tu d e n t Lo an  C o rp o ra t io n .

*  S e c .  2 .  A l l  r i g h t ,  t i t l e ,  and in t e r e s t  i n  s c h o la r s h ip  lo a n s  made

u n d e r AS 1 4 . 4 3 . 6 0 0  - 1 4 . 4 3 . 7 0 0 ,  to g e th e r  w it h  a s s e t s  and fu n d  e q u i t i e s  h e ld  

in  th e  te a c h e r  s c h o la r s h ip  r e v o lv in g  lo a n  fu n d  (AS 1 4 . 4 3 . 6 2 0 )  on Decem­

b e r  3 1 , 1987 ,  and re m a in in g  in  th e  fu n d  on th e  e f f e c t i v e  d a te  o f  t h i s  A c t ,  

a re  t r a n s f e r r e d  and a p p ro p r ia te d  to  th e  s tu d e n t  lo a n  fu n d  (AS 1 4 . 4 2 . 2 1 0 )  o f  

th e  A la s k a  S tu d e n t Lo an  C o rp o ra t io n .

*  S e c .  3 .  A l l  r i g h t ,  t i t l e ,  and in t e r e s t  i n  s c h o la r s h ip  lo a n s  made

u n d e r AS 1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0 ,  to g e th e r  w it h  a s s e t s  and fu n d  e q u i t ie s  

h e ld  in  th e  s c h o la r s h ip  r e v o lv in g  lo a n  fu n d  (AS 1 4 . 4 3 . 0 9 0 )  on th e  e f f e c t i v e  

d a te  o f  t h i s  A c t  a re  t r a n s f e r r e d  and a p p ro p r ia te d  to  th e  s tu d e n t  lo a n  fu n d  

(AS 1 4 . 4 2 . 2 1 0 )  o f  th e  A la s k a  S tu d e n t Lo an  C o rp o ra t io n .

*  S e c .  4 .  A l l  r i g h t ,  t i t l e ,  and in t e r e s t  i n  s c h o la r s h ip  lo a n s  made

u n d e r AS 1 4 . 4 3 . 6 0 0  - 1 4 . 4 3 . 7 0 0 ,  to g e th e r  w it h  a s s e t s  and fu n d  e q u i t ie s

h e ld  in  th e  te a c h e r  s c h o la r s h ip  r e v o lv in g  lo a n  fu n d  (AS 1 4 . 4 3 . 6 2 0 )  on th e
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1 e f f e c t i v e  d a te  o f  t h i s  A c t  a re  t r a n s f e r r e d  and a p p ro p r ia te d  to  th e  s tu d e n t

2 lo a n  fu n d  (AS 1 4 . 4 2 . 2 1 0 )  o f  th e  A la s k a  S tu d e n t Lo an  C o rp o ra t io n .

3 *  S e c .  5 .  The a p p r o p r ia t io n s  made by t h i s  A c t  a re  f o r  c a p i t a l i z a t i o n  o f

4 a lo a n  fu n d  and do n o t la p s e  u n d e r AS 3 7 . 2 5 . 0 1 0 .

5 * S e c .  6 . S e c t io n s  1 - 2 o f  t h i s  A c t  a re  r e t r o a c t i v e  to  December 3 1 ,

6  1987.

7 * S e c .  7 .  T h is  A c t  ta k e s  e f f e c t  im m e d ia te ly  u n d e r AS 0 1 . 1 0 . 0 7 0 ( c ) .
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M E M O R A N D U M

TO: H o u s e  F i n a n c e  C o m m i t t e e  Memb^jfs

FROM: R e p r e s e n t a t i v e  P a t  Pourchc

RE: C S H B  219 (Fin)

A n  A c t  t r a n s f e r r i n g  a n d  a p p r o p r i a t i n g  c e r t a i n  
loans, a s s ets, a n d  f u n d  e q u i t i e s  to t h e  s t u d e n t  
loan fund

DATE: F e b r u a r y  19, 1988

P l e a s e  f i n d  a t t a c h e d  a c o p y  o f  the d r a f t  c o m m i t t e e  
s u b s t i t u t e  and p e r t i n e n t  b a c k - u p  m a t e r i a l s  for the 
a b o v e - r e f e r e n c e d  bill. T h e  c o m m i t t e e  s u b s t i t u t e  w i l l  be 
b e f o r e  the H o u s e  F i n a n c e  C o m m i t t e e  on W e d n e s d a y ,  F e b r u a r y  
24.



S T IV E  C O W P E R ,  G O V E R N O R

\

ALASKA COMMISSION ON POSTSKONDAKY IDUCATION POUCH FP
JUNEAU. ALASKA 99811 
PHONE: (907 ) 465-2854

M E M O R A N D U M

TO The Honorable Pat Pourchot 
Alaska State Representative

FROM: Kerry D. Romesburg,

Alaska Commission on
^Jtrw'foirector 

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 to rating
agencies the first week of April. This means the question on the
status of the portfolio must be settled by mid-March. Any delay 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.
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RICHARD W. GARNETT, BE

Representative Pat Pourchot
P. 0. 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 o£ 
the assets in 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 (li) 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 financial 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 in this area is likely to make such bond 
issuance impossible.
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C S  H B  219 ( F I N ) , A N  A C T  T R A N S F E R R I N G  A N D  A P P R O P R I A T I N G  
C E R T A I N  L O A N S , A S S E T S ,  A N D  F U N D  E Q U I T I E S  T O  T H E  S T U D E N T  L O A N  
F U N D

A p p r o p r i a t e s  a l l  right, t i t l e  a n d  i n t e r e s t  in s t u d e n t  loans 
a n d  t e a c h e r  s c h o l a r s h i p  loans, t o g e t h e r  w i t h  a s s e t s  and 
e q u i t i e s  in the l o a n  fund, to the A l a s k a  S t u d e n t  L o a n  
C o r p o r a t i o n .

R a t i o n a l e

J u n e  19 8 7  C h a p t e r  92, S L A  87 (HB 39) s i g n e d  b y  G o v e r n o r .
E s t a b l i s h e d  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n  a n d  
a u t h o r i z e d  t h e  c o r p o r a t i o n  to i s s u e  bonds, the 
p r o c e e d s  of w h i c h  w o u l d  be  u s e d  to m a k e  s t u d e n t  ’ 
loans. In a d d i t i o n ,  a u t h o r i z e d  the 
P o s t s e c o n d a r y  E d u c a t i o n  C o m m i s s i o n  to t r a n s f e r  
a s s e t s  in the s c h o l a r s h i p  r e v o l v i n g  lo a n  fund to 
the C o r p o r a t i o n  to s e r v e  as c o v e r a g e  f o r  the 
b o n d s .

C h a p t e r  93, S L A  87 (HB 298) s i g n e d  b y  G o v e r n o r .  
A p p r o p r i a t e d  $56.7 m i l l i o n  f r o m  the g e n e r a l  fund 
to the S t u d e n t  L o a n  C o r p o r a t i o n  to be a w a r d e d  as 
loans. O n c e  b o n d s  h a v e  b e e n  issued, 
a p p r o p r i a t e s  $41 m i l l i o n  b a c k  to the g e n e r a l  
fund.

Dec. 1987 F i n a n c i n g  t e a m  s e l e c t e d  b y  S t u d e n t  L o a n  
C o r p o r a t i o n .

Jan. 1988 F i n a n c i n g  t e a m  e x p r e s s e d  c o n c e r n  t h a t  the 
p r o v i s i o n  in H B  39 a u t h o r i z i n g  t r a n s f e r  of 
a s s e t s  t o  the C o r p o r a t i o n  m a y  c o n f l i c t  w i t h  
A l a s k a ' s  C o n s t i t u t i o n a l  r e q u i r e m e n t  t h a t  s t ate 
f u n d s  be t r a n s f e r r e d  o n l y  b y  a p p r o p r i a t i o n  a n d  
t h a t  a p p r o p r i a t i o n  b i l l s  b e  s e p a r a t e  f r o m  
s u b s t a n t i v e  l a w  bills.

April 1988 B o n d s  a r e  to be issued. A n y  d o u b t  r e g a r d i n g  the 
t r a n s f e r  of a s s e t s  to the C o r p o r a t i o n  is 
l i k e l y  to m a k e  b o n d  i s s u a n c e  i m p o s s i b l e .  If 
b o n d s  a r e n ' t  issued, $41 m i l l i o n  w i l l  n o t  be 
r e t u r n e d  to the g e n e r a l  fu n d  in F Y  88, a n d  an 
a d d i t i o n a l  S 3 5  mi 11 i n n  i n  r r p n n r a l  f n n r f c  w i l l
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BY THE RULES COMMITTEE BY1 IN THE HOUSE REQUEST OF THE GOVERNOR
2 HOUSE BILL NO. 219
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FIFTEENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act entitled: "An Act making an appropriation to the University of
7 Alaska for operation cf the Alaska Center for
8 International Business; making a special
9 appropriation to the University of Alaska for payment
10 as a grant to the University of Alaska Foundation for
11 operation of the Alaska Center for International
12 Business; and providing for an effective date."
13 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
14 * Section 1. The sum of $400,000 is appropriated from the general fund
15 to the University of Alaska for operation of the Alaska Center for Interna-
16 tional Business for fiscal year 1988.
17 * Sec. 2. (a) The sum of $5,000,000 is appropriated from the general
18 fund to the University of Alaska for payment as a grant to the University
19 of Alaska Foundation for operations of the Alaska Center for International
20 Business for fiscal years after fiscal year 1988.
21 (b) It is the intent of the legislature that the grant made by (a) of
22 this section to the University of Alaska Foundation, and all income
23 from the grant, be used to fund operations of the Alaska Center for
24 International Business.
25 * Sec. 3. This Act takes effect July 1, 1987.
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