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Original sponsor(s): SEN. BINKLEY, Kelly, Pearce

IN THE SENATE BY THE STATE AFFAIRS COMMITTEE
CS FOR SENATE BILL NO. 197 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act eiititled: "An Act relating to management and investment of
certain state funds; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF Aa iSKA:
* Section 1. AS 37.10 is amended by adding new sections to read:
ARTICLE 5. ALASKA STATE INVESTMENT CORPORATION.

See. 37.10.210. ALASKA STATE INVESTMENT CORPORATION. (a) There
is established the Alaska State |Investment Corporation. The corpo—
ration 1is a public corporation and gov irnment instrumentality in the
Department of Revenue managed by a board of directors. The purpose of
the corporation 1is to provide professional management and 1investment
of state trust funds and other state funds upon agreement with the
managers of those funds.

(b) The board consists of seven members:

(1) one member who 1is nominated by the Teachers®™ Retirement
Board and appointed by the governor;

(2) one member who 1is nominated by the Public Employees”
Retirement Board and appointed by the governor;

(3) the commissioner of revenue;

(4) two public members, appointed by the governor;

(5) two professional investors, nominated by the other
board members and appointed by the governor.

(c) The public members must have recognized competence and wide
experience in finance, investments, or other business management-

SB0197b -1- CSSB 197(SA)
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related fields. A public member may not hold another state or federal
office, position, or employment, either elective or appointive, except
as a member of the armed forces of either the United States or of thii
otata.

(d) Tne public members, retirement system members, and profes—
sional 1investor members of the beard shall be appointed for staggered
tarns of three years and nay be reappointed to the board,

(e) The governor may rosajve a member of the board from office.
A removal by the governor must be in writing and oust state the reason
for the removal. After a member receives written notice of removal
from the governor, the number may not participate la board business
and may not be counted for purposes of establishing a quorum.

@) Members representing a state retirement system and members
serving as professional investors may not hold another compensated
state office, position, or employ-neat, either elective or appointive,
except as a member of the armed forces of the state.

() A vacancy on the board shall be promptly filled in the Jarae
manner as the seat was originally filled. An appointee co a vacancy
holds office for the balance of the unexpired term of the appointee’s
predecessor. A vacancy on the board does not impair the authority of
a quorura of the board co exercise all the powers and perform all the
duties of the boned.

(h) The board shall annually elect a chair from among its mem—
bers .

(i) Four members of tho board constitute a quorum for the trans—
action of business and the exercise of the powers and duties of the

board.

(J) A board member may not designate another person to serve on

the board in the absence of the member. J
197 (SA) -2-
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Sec. 37.10.220. POWERS AND DUTIES 0? THE BOARD. (a) The board
shaii

¢D) hold regular and special meetings at the call of the
chair or of: at least four of the members j

2 establish investment policies for the funds for which
it is responsible;

3) submit long-range and quarterly investment reports co
the Legislative Budget and Audit Committee?

4) report to che governor and the legislature by Septem—
ber 30 of each year concerning the investment of state funds including
financial and investment politico established by the board;

3) contract with external performance evaluators to
the performance of each r;und managed or 1invested by the corporation
and report each year Co the board and to the other boards directly
responsible for Che activities supported by tee fund on the fun
condition; the report must be complete, understandable, and presented
in acceptiiblc format according to industry patterns and customs;

(6) engage 1independent certified public accountan
prepare an annual audit of each of the funds for which the corporation
is responsible and co report to the board with the results of the
audit.

(b) The board may

(1) emplo> outside investment advisors co review investment
policies and make recommend**ti~..a to the board?

(2) employ legal counsel;

3) enter into an agreement with the manager of another
state fund to assume fiduciary responsibilities for managing and
investing the othsr state fund; an agreement under this- paragraph may.

LS -_-” [
not be for a term longer than three yeara but may bo renewed?
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4) do all acts accessary, convenient, or desirat

carry out the powers expressly granted or necessarily implied in this
chapter.

Hoc. 37.10.230. CONFLICTS OF INTEREST. fa) Members of the
board and the executive director arc subject to the provisions of
AS 39.50.

(b) If a member of the board or an employee of the corporatio
acquires, owns, or controls an interest, direct or indirect, 1in an
entity or project in which assets under the control of the corporation
are 1invested, the member shall, immediately disclose the 1interest to
the board. The disclosure Is a matter of public record and shill bo
included in the minutes of the board meeting none Tfollowing the dis—
closure.

Gee. 37. 1Q.240. R2GULAT.1017S. The board may adopt rules after
giving reasonable public notice. The board is exempt from the Admin—
istrative Procedure Act (AS 44.62).

Sec. 37.10.250. COMPENSATION OF BOARD MEMBERS. Members of the
board other than the commissioner of revenue receive an honorarium of
$400 for each day spent at a meati -g of the board or at a meeting of a
subcommittee of the board or at a public meeting as a representative
of the board. Members of the board are entitled to per diem and
travel, allowances us provided for members of state boards and commis—
sions under AS 39.20.180.

Sec, 37.10.260. STAFF. (a) The board shall employ an executive
director. The executive director must be qualified by training and

experience to manage, administer, and direct the investment of funds.

The board shall fix tht] compensation ox the executive director. The
executive and administrative functions of the boagd are. Y?St%d in the

| oo | 1. , .I' " -f ”j'((" e
executive director who serves under the supervision of the board. The

CSSB 197(SA) —4-
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executive director shall appoint employees of the corporation as
necethary.

(b) The board shall appoint art investment director to serve
under the executive director and to act as assistant director. How -
ever, if the office of investment director is vacant, the executive
director may temporarily designate the assistant director. The assis-
tant director shell act in place of the executive director in the
absence or disability of the executive*, director.

(c) The hoard ahull adopt regulations that restrict the execu-
tive director, Investment directors, other officers, and employees
from having financial interest, directly or indirectly, in firm s or
corporations that provide services to the corporation. O fficers and

employees of the corporation are subject to AG 39.52.

(d) The executive director and each investment director shall
file a bond for the faith ful performance of duties in the amount and
with the sureties as required by the board.

(©) O fficers and employees of the corporation arc members of the
exempt service under AS 39 .25 .HO0.

(f) A deed, contract, or other document that must he executed by
or oil behalf of the corporation shall be signed by the executive
director.

Sac. 37.10.270. INSIJRAHCES . The corporation shall protect
trusteed assets and ita own assets, services, and employees by pur—
chasing insurance or providing for aelf-insurance retentions in
amounts recommended by the executive director and approved by the
board to cover the acts, including fiduciary acts, errors, and
omissions Uuf its board caeobars, officers, employees, and agents.
Insurance shall protect the corporation and the state from Iliability

i
to others and from loss of trusteed assets and assets of the

-5- CSST1 197 (SA)
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corporation.

See. 37.10.230. EXEMPTION FROM TAXATION. The corporation and
all properties at any time owned by it, managed by it, or held by it
in trust, and the income from those activities, are exempt from all
taxes and assessments 1in the state. All security instruments 1issued
b} the corporation and income from them are exempt from ail taxes and
assessments in the state, including transfer taxes.

dec. 37.10.290. SURETY FOR DEPOSITS WITH BANKS. Banks, crust
companies, savings banks, and other persons carrying on a banking
business arc authorised to give sureties to the <corporation. The
sureties shall be approved by the corporation to the effect chat the
banks or banking institutions shall faithfully keep and pay over to
the order of or upon whe warrant of the corporation or its authorised
agent nil money deposited with then by the corporation and agreed
interest, at the times or upon the demands agreed oa with the banka or
banking institutions. In lieu of these sureties, a depository bank or
other banking institution shall deposit with the corporation or its
authorized agent or a trustee as collateral, securities approvedby
the corporation. The deposits of the corporation may be evidenced by
agreements in the form and upon the terns and cc idlcions that are
agreed upon by the corporation and the depository banks or banking
institutions.

Sec. 37.<0.300. LIMITATIONS. The corporation may not engage in
commercial banking activity or private trust activity. The corpora—
tion may not act as a depositary or trustee for a private person,
association, or corporation. The corporation may not act as a lender
to a private person, association, or corporation of money from any
00dICC OXCGPA* t tha ftiiiHo i»i*»#)*> mnn AMAmf&nh K\r rh~ ...ion>iki»(s {«n <

LIABILITY. (a) Except with respect to a
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written agreement authoriized under (b) of this sectiou, < liability
incurred by the corporation shall be satisfied exclusively from the
assets or revenue of the corporation and a creditor or other person
any not have a right of action against the state because of: a debt,
obligation, or liability of the corporation. A liability of the
corporation nay not ba satisfied from trust assets unless expressly
authorized by law.

(b) Notwithstanding any other law to the contrary,
corporation may enter into a written agreement with a Federal Reserve
Bank, or the board of governors of the Federal Reserve System providing
that, to the extent permitted by the contracts, crust agreements, or
other fiduciary instruments between the corporation and the Federal
Reserve System, the corporation®s obligations shall be guaranteed by
the state, and the state expressly waives ail defenses of governmental
immunity by and on behalf of the corporation and the state and the
state expressly consents to sue and be sued in federal court or in any
court of competent jJurisdiction. However, this provision does not
alter or affect tht" immunity accorded co state officials and employees
under state law.

3ec. 37.10.399. DEFINITIONS. In AS 37.10.210- 37.10.399,
unless the context otherwise requires,

(&) "board™ means the board of directors of the corpora-—
tion?

(2) "corporation®” means the Alaska State Investment Corpo—
ration.

3cc. 2, AS 14.25.035(d) 1is amended to road:

th

(d) The cotaiaiesioner of administration shall report to the boar

concerning the condition and administration of the systenm. The re-

ports shall be distributed to th'ft members of the ays tea. The Alaska
-’ r-yv L Im _ <"im H
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3tate Inwe."itmont Corporation ICOMMISSIONER 0? REVENUE] shall provide
reports co the board on the condition and investment performance of

the teachers ” retirement trust fund and an annual external performance

review.
Sec. 3. AS 14.25. ISi a amended to read:

Sec. 14.25.180. MANAGEMENT AND INVESTMENT OF FUND. (a)
Alaska State Investment Corporation [COMMISSIONER OF REVENUE] is
[TREASURER OF THE SYSTEM AND THE] fiduciary of the fund. I'n managing
the fund, the Alauka State Investment Corporation [COMMISSIONER OF

REVENUE] shall

(1) consider the status of: the fund’s investments and the
system’a lia b ilitie s on both a currant and a probable future basisj

(2) determine the appropriate investment objectives for the
futid j

(3) establish investment policies aimed at achieving the
objectivas,; and

(4) act only in regard to the best financial interests of

the system’s beneficiaries.

(b> The A .aaka State Investment Corporation (COMMISSIONER OF
REVENUE] may invest the fund on the basis of probable total race of
return without regard to the distinction between principal and income
or to the generation of income.

(c) In carrying out 1investment duties under this chapter, the
Alaska State lavcstncxit Corporation [COMMISSIONER OF REVENUE] has the
sane powers and duties in regard to the teacher®"s retirement trust
fund as are provided 1in AS 37.10.071 , except that the ?itandard of
prudence that the corporation [COMMISSIONER] must obey under AS 37.-
10.071(c) shall be in regard to the management of large Crust invest-
racnts rather than large investments.

197C5A)



* Sec. 4. A3 14.40.400(b) 1is amended co read:

(b) The Alaska State Investment Corporation [COMMISSIONER OF
REVENUE] 1is the fiduciary of the trust fund and shall account for and
invest the fund as set out in AS 37.14.110(c), 37. 14.160, and 37.14.-
170, except that the <corporation [COMMISSIONER] shall report the
condition and Investment performance of the fund to the Board of
Regents.

Sec. 5. AS 22.25.043(c) 1is amended to read:

(c) The Alaska State Investment Corporation (COMMISSIONER OF
REVENUEJ is the [TREASURER 0? THE SYSTEM AND THE] fiduciary of the
fund and has the same powers and duties under this section in regard
to the judicial retirement trust fund as are provided in AS 14.25.130.
Sec. 6. AS 26.05.228(c) is amended to road:

(c) The Alaska State Investment Corporation [COMMISSIONER
REVENUE] 1is the [TREASURER OF THE SYSTEM AND THE] fiduciary of the
fund and has the. same powers and duties under this section 1in regard
to the fund as are provided under AS 14.25.1S0.

See. 7. AS 36.30.015 1is amended by adding a new subsection to read:

(f) The board of directors of the Alaska State Investment Corpo—
ration shall adopt procedures to govern the procurement of supplies,
services, professional services, and construction. The procedures
must

(D) reflect competitive principles and provide
reasonable and equitable opportunities to participate in the procure—
ment processj and

(2) include procurement methods co raeat emergency and

extraordinary circumstances.

* Sec. 8. AS 36.30.990(1) 1is amended to read:

agency

CSSB 197(SA)
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(A) means a department, institution, board,

sion, division, authority, public corporation, the Alaska Pio—

neers® Home, or other administrative unit of the executive branch
of state government
(3) does not include

(i) 1, EXCEPT FOR) the University of Alaska;,

(ii) £,] the Alaska Stats Housing Authority”
(iii)___the [AND] Alaska Railroad Corporation;
Civ) the Alaska State Investment: Corporation?

) [IT DOES HOT INCLUDEJ a regional Native
housing authority created under AS 113.55.995, or a regional
electrical authority created under AS 18.57.020;

Sec. 9. AS 37.10.071 1is amended to read:

Sec. 37.1i0.071. INVESTMENT POWERS ANDDUTIES. (a)In making

investments under this section, the fiduciaryof a state fund [COMMIS—

SIONER OF REVENUE] shall

D) act as official custodian of cash and investments by
securing adequate and safe custodial facilities for them;

(2) receive all itons of cash and investments;

(3) collect and deposit the principal of and income fronm
owned or acquired investments;

4 invest and reinvest the assets in accordance with this
section;

(3) receive and spendappropriations to cover the cost of
the exercise of duties under this section;

(6) exercise the powers of aa owner with respect to the
assets;

(7) perfora all acts, not prohibited by chla section,
x*hether or ziot expressly authorized, that the fiduciary [COMMISSIONER]
197 (SA) -10-

v M
eQ- 01 .. a;

C



4]

10

12

13

14

15

16

17

18

19

20

22

23

24

25

26

27

28

29

B

considers necessary or proper in administering the assets?

3) maintain accounting records 1in accordance with
ally accepted fDJVES5TU23T} accounting principles,*

(9 engage an independent certified public: accountant to
conduct an annual audit of the financial condition and investment
transactions;

00) enter into and enforce contracts or apceeaeuts con-—
sidered necessary, convenient, or desirable for the iInvestment pur—
poses of this section} and

an when choosing to acquire or dispose of 1investme
secure competitive national or international market: rates or prices,
or the equivalence of those rates or prices in the Judgment of the
fiduciary £COMMISSIONER].

(b) dutter chi3 section the fiduciary of a state fund or the
fiduciary®s rCOMMISSIONER OS TiiS COMMISSIONERSJ designee may

co delegate investment, :u3todialL, or depository authority
oa a discretionary or nondiscrotioaary basis to officers or employees
of the state or to independent firms, banks, or trust companies, by
designation through appointments, contracts, or letters or authority;

(2) acquire or dispose of investments either directly,
indirectly, ox* through 1investment pools or trusts, by competitive or
negotiated agreements, contracts, or auctions, in public or private
marketsi

(3) concentrate or diversify investments as the Tfiduciary
[COMMISSIONER] considers appropriate to increase the probable total
rate of return or co decrease the overall exposure to potentially

) oo Hy* e @ .t
adverse market value rialcs;

4) protect the market value or the rate of return of the
investments by entering into forward agreements to buy or 3gll assets

CSSB 19 7(SA)
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at a future date as a hedge against existing held assets or as a
precommitment of future cash flows;

(5) leud assets, under an agreement and for a fee, against
deposited collateral of equivalent market value;

(6) borrow assets on a ahoru-tem basis, under an agreement
and for a fee, against the deposit or collateral consisting of other
assets in order co accoounodnte temporary cash or investment needs;

@) hold investments in bearer or registered fora in the
name of the state, a fund, or nominees authorized by the fiduciary
(COiTIHISSIOHERJ;

(8) utilize consultants, advisors, custodians, investment
services, and legal counsel for assistance 1in investment matters on
cither a continuing or a liniited-tera basis and with or without eon-
penaction;

9 declare records to be confidential and exempt from
AS 09.25.il0 and 09.25.120 1ii“ Che records contain information that

discloses the particulars of che business or the affairs of a private

enterprise, investor, borrower, advisor, consultant, counsel, or
manager.
(c) In exercising investment, custodial, or depository powers

duties under this section, the fiduciary of a state fund [CQMHI3-
SIOHESIJ shall exorcise the judgment and care under the circumstances
Cheiy prevailing that an institutional investor of ordinary profession—
al prudence, discretion, and intelligence exercises 1in managing large
investments with consideration far the purpose of the fund, the in—
vestment objectives, the continuing disposition of the fund %
investments, and the probable safety of che capital as well as the
probable investment returns.

<d) In exercising itiveattaent, custodial, or depository powers or

197 (SA) -12- el - 1"xC*
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duties under this section, the fiduciary or the fiduciary's [COMMIS-

SIONER OR AJ designee [Of THE COMMISSIONER] is liable for a breach of
a duty that La assigned or delegated under this section, or under
AS 14.25.1SO, AS 14.40.400(b), AS 37.10.070, AS 37.14.110(c), 37.14.-
160, 37.14.170, or A3 39.35.030. However, the fiduciary or the [COM-
MISSIONER OR THE COMMISSIONER'S] designee is not liable for a breach
of a duty that his been delegated to another person if the delegation
is prudent under the applicable standard of prudence set out in
statute or if the duty is assigned by law to another person, except to

the extent that the fiduciary ICOMMISSIONER] or designee

(1) knowingly participates [PARTICIPATE] in, or knowingly
undertakes to conceal, an act or omission o f -another person, kuowing
that the act or omission is a breach of that person's duties under

this chapter;

(2) by failure to comply with this section in the adminis -
tration of specific responsibilities, enables another person to commit
a breach of duty; or

(3) lias knowledge of a breach of duty by another- person,
unless the fiduciary [COMMISSIONER] or designee makes reasonable

efforts under the <circumstances to remedy the breach.

(e) The state* shall defend and indemnify the fiduciary [COMMIS -
SIONER] or an officer or employee o0f che state against liab ility under
<d) of this section to cha extent that the alleged act or omission was
performed in good faith and was prudent under the applicable standard

of prudence.

(f) I'n this section, "fiduciary of a acata fund” or "fiduciary?"

["COMMISSIONER OF REVENUE™ OR "COMMISSIONER™] meana

(¢D) the coamiasioner of vrevenue for investments under

[AS 14.25.180 OR] AS 37.10.070; [OR]



(7) the xiiaska 3cate Investment Corporation for investtaents
under AS 14.25.080; or

(3)_ the person or body provided by law to manage the in—
vestments, for investments not srbjecc to AS 14.25.180 or AS 37.10.-
070.
Sec. 10. A3 37.14.110(c) is amended to read;

(e) The Alaska State Investment Corporation [COMMISSIONER OF
REVENUEJ shall account for the fund 1in accordance with generally
accented accounting principles and shall determine the not income of
the fund [IN ACCORDANCE WITH INVESTMENT ACCOUNTING PRINCIPLES AND) in
a manner that preserves the distinction between principal and 1income
and that excludes capital galas or losses realised on principal. The
principal of the fund and the capital gains or Jlosses realised on

principal shall be perpetually retained 1in the fund for 1investment

purpose3.
Sec. II. AS 37.14.140 is anended to reads

Sec.37. 14. 140. UTILIZATION OF [INCOME. The net incomeof the
fund nay not be appropriated for a purposeother than thesupport of
the state public school progranm. The Alaska State Investment Corpo—

ration [COMMISSIONER OF REVENUEJ shall invest realised net income chat
has riot been appropriated or that has been appropriated but not ex—
panded until the income is appropriated and expended.

Sec. 12. AS 37.14.160 to amended to road;

Sec. 37.14.160. DUTIES OF THE ALASKA STATE INVESTMENT CORPO—
RATION (COMMISSIONER OF REVENUE]. The Alaska State Investment Corpo—
ration [COMMISSIONER OF REVENUE] 1is the treasurer of the crust fund
created in AS 37.14.110 asid shall

(D) exercise the powers and duties established in AS 14.-

25. 1
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(2) deposit the principal and income from 1investments 1in
separate principal and income accounts for the fund;

3) invest and maintain accounting records chat distinguish
between the principal and income of the fund;

4) provide reports to Che board established under AS 37.-
14.120 on the condition and investment performance of the fund.
Sec. 13. A3 37.14.170 1is amended to read;

Sec. 37.14.170. INVESTMENTS. The Alaska State Investment
Corporacron [COMMISSIONER OF REVENUEJ 1is the fiduciary of the trust
fund and shall invest the fund to provide increasing net 1income over
long-term periods to the fund®"s income beneficiaries. The corporation
[COHMISSLONER] may invest the money 1in the fund on the oasis of proba—
ble total race of return co promote the 1long-term generation of in—
come. In managing the trust fund, the corporation [COMMISSIONER]
ahall

(&) consider the statusof thefund®s capital and the
income generated on both a current and a probable future basis;

(2) determine the appropriate investment objectives;

(3) establish 1investment policies .0 achieve the objec—
tives; and

(€)) act only in regard to the financial interests of the
fund®"s beneficiaries.
See. 14. AS 37.14.200(c) is amended to read:

(e) The net income of the fund sha.ll be determined by the Alaska
State Investment Corporation fCOMMISSIONER OF REVENUE] in accordance
with generally accepted [INVESTMENT] accounting principles”. However,
the corporation shall prosf?rve [AND IN A MANNER THAT PRESERVES] the

distinction between principal and income.
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Sec. 37.14.210. POWERS AND DUTIES OF THE ALASKA STATE INVESTMENT
CORPORATION (COMMISSIONER OF REVENUE]. The Alaska State Investment;
Corporauioa [COMMISSIONER OF REVENUEJ 1is the fiduciary [TREASURER] of
the fund and has the power and duty to:

(&) act as official custodian of the cash and investments
belonging to the fund by securing adequate and safe custodial facil—
ities;

(2) receive all items of ;aah and investments belonging tv
the fundr

(3) <collect the principal and income from investments owned
or acquired by the fund and deposit the amounts 1in separate principal
and income accounts for the fund;

(4 ravest and reinvest the assets of the fund at provided
iu this section and as provided for the 1investment of funds under
AS 14.25.130(c) and AS 37.14.170;

(5) exercise the powers of an owner with respect to the
assets of the fund;

(6) maintain accounting records of the fund 1in accordance
with generally accepted TFfINVESTMENT] accounting principles; however,
the corporation shall preserve the [AND WITH] distinction between the
principal and income accounts of the fund;

(7) engage an independent firm of certified public accoun—
tants to annually audit the financial condition of the fund ™ Invest—
ments and investment transactions;

(8) enter 1into and enforce contracts or agreements con-—
sidered accessary for the investment purposes of the fund;

(9 report to the board the condition and investment per—

\ KooV emm ¢ 'f',

formance of the fund;
W. 12
mo

(10) do all aces, whether or not expressly

197CSA)
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the Alaska Static Investacdt Corporation [COMMISSIONER OF REVENUE]
considers necessary or proper in administering the assets of the fund.

Sec. 16. AS39.30.095(d) ia amended to read;

(d) IT the commissioner of administration determines that ther«

is moremoney in the fund than the amount needed to pay premiums or
benefits forthe current fiscal year, the surplus, or so much of it as
the commissioner of administration considers advisable, may be 1in-—
vested by the Alaska State Investment Corporation [COMMISSIONER OF
REVENUE] 1in Cue same manner as retirement funds are invested under

AS 14.25. 130.

Sec. i7. AS39.25.110(11) is amended by adding anew subparagraph co

(G) Alaska State Investment Corporation;
See, id. AS 39.30 is amended by adding a new section to read:

Sec. 39.30.175. INVESTMENT OF 3EilEF.IT PROGRAM RECEIPTS. The
Alaska State Investment Corporation 1is the fiduciary of the receipts
of the employee benefits program established under AS 39.30. 150 -
39.30.130 and haa the same powers and duties concerning the management
and 1investment in regard to those receipts as are provided under
AS 14.25.130.

Sec. 19. AS 39.35.020 1is amended to read:

Sec. 39.35.020. ADMINISTRATION. The commissioner of administra—
tion 1is responsible for the administration of the system and for
carrying out this chapter. In addition the commissioner shall

(1) maintain the accounts of the sy3teai)
(2) make payments for the various purposes specified;
3) submit periodic reports or statements of account that
are needed;
issue a statement of account co an employee requesting

-17- cssB  197(SA) Vo



it showing the amount of the employee®s contribution® to the system;

(5) a3 soon as possible after the close of each fiscal
year, and not later than six months after the close of each fiscal
year, send to the governor, the legislature, and the board an annual
statement on the operations of the system containing

(A) a balance sheet;

(B) a statement of income and expenditures for the
year;

©) a report on an actuarial valuation of its assets
and liabilities;

(D) a summary of assets held in the pension fund
Mated jy the categories of investment, as provided by the Alaska
State Investment Corporation [COMMISSIONER OF REVENUEJ]

(B) other statistical financial data that are neces-
sary for a proper understanding of tho financial condition of the
system and the result of its operations;

(6) ;stab.lish a public employees retirement trust fund in
which the assert; of the system shell be deposited and held;

) ongige an independent certified public accountant to
conduct; an amual audit of the system®s accounts and the annual report
of the oystata®"s financial condition and activitj"]j

(8) report to the board concerning the conditi m arid admin—
istration of the system and distribute tho report to the acmbars of
the syotem.

* Sec. 20. AS 39.35.080 1is amended to road:

Sec. 39.35.080.DUTIES OF THE ALASKA STATE INVESTMENT
CORPORATION [COMMISSIONER OF REVENUE ~. The Alaska State Investment
Corporation [COMMISSIONER OF REVENUE) 1ia the (TREASURE! n? THE SYSTEM
AND THE] fiduciary of Che fund. The corporation [COMMISSIONER] has tho

CSSF. 197 (SA) ~13-



read;

fern

gaae powuru and dutiea established under this chapter ia regard to the
fund as are provided in AS 14.25.035(d) and 14.25.180.
Sec. 21. AS 39.45.030(a) 1ia amended co read:

(a) The Alaska State Investment Corporation or the administrat
of the [STATE OR] political subdivision deferred compensation program
is authorised, subject to contracts with individual employees, to
invest the funds held under a deferred compensation program in

(1) fixed and vari-.bie life insurance and annuity conti-acts
or other contracts issued by life insurance companies}

(1) shares of or deposits 1ia 1insured state or federal
chartered credit unions in the state?

(3) shares of or deposits in insured state or federal
chartered savings and Loan associations in the state;

(4) deposits in insured mutual savings banks ia the state;

(5) deposits in 1insured state and national banks in the
state; and

(6) multi-employer trusts established for investment of
deferred compensation assets of state and local governments.

Sec. 22. AS 39.50.200(b) 1is amended by adding a new paragraph to

s.50) Alaska State Investment Corporation (AS 37.10.210).

Sec. 23. AS 44.25.020 is amended to read:
Sec. 44.25.020. DUTIES OF DEPARTMENT. The Department of Revenue

shall

(1) enforce the tax Inw3 of the state;

(2) collect, account for, have custody of, invest, and
manage ail state funds and all revenues of the state except revenues

- . Vv " o xo- /A W >,

incidental to a program of licensing and regulation carried on by

another state department and funds managed and Invested by the Alaska

(15SS3 197(5A)
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State Investment Corporation;

(3) register cattle brands;

4 supply necessary clerical and administrative services
for the Alcoholic Beverage Control Board; and

(51 invest and manage the balance of the power development
fu.id in accordance with A3 44.83.336.

* Sec. 24. TRANSITION. Ail litigation, hearings, investigations, and
other proceedings pending under a law amended or repealed by this Act, or
in connection with functions transferred by this Act, continue in effect
and may be continued and completed notwithstanding a transfer, amendment,
or repeal provided for |In this Act. Orders and regulations issued or
adopted under authority of a law amended or repealed by this Act remain 1in
effect for the term 1issued, or until revoked, vacated, or otherwise mod—
ified under tho provisions of this Act. All contracts, rights, liabilities
and obligations created by or under a law amended, or repealed >y this Act,
and in effect on the effective date of this Act, remain in effect notwith—
standing this Act ® taking effect. Records, equipment, and other property
of agencies of the state whoso functions are transferred under this Act
shall be transferred commensurate with Che provisions of this Act.

* See. 25. The board of directors of the Alaska State Investment Corpo—
ration may hold organizational meetings as soon as a quorum of the board
has been appointed to or selected for the board.

* Sec. 25. AS 37.10.210 and 37.10.230 - 37.10.399, enacted by sec. 1 of
this Act, and sec. 25 of this Act take effect immediately under AS 01,-
10.070(c).

W Sec. 27. Except as provided in sec. 26 of this Act, this Act takes

efface January 1, 1991.
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Referred: State Affairs and $ ' m -
Finance

1 IN THE SENATE BY BINKLEY, KELLY, PEARCE

2 SENATE BILL NO. 197

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to management and 1investment of

7 state retirement funds."

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

9 * Section 1. AS 14.25.035(d) 1is amended to read:

10 (d) The commissioner of administration shall report to the boar

concerning the condition and administration of the system. The reports

12 shall be distributed to the members of the system. The Board of Trust-—
13 ees of the Alaska Permanent Fund Corporation [COMMISSIONER OF REVENUE]

14 shall provide reports to the board on the condition and 1investment
15 performance of the teachersl retirement trust fund.

16 Sec. 2. AS 14.25.180 is amended to read:

17 Sec. 14.25. 180. MANAGEMENT AND INVESTMENT OF FUND. (a) The
18 Board of Trustees of the Alaska Permanent Fund Corporation [COMMIS-
19 SIONER OF REVENUE] 1is the treasurer of the system and the fiduciary of
20 the fund. |In managing the fund, the board of trustees [COMMISSIONER OF
24 REVENUE] shall

22 D) consider the status of the fund®"s investments and the
23 system®s liabilities on both a current and a probable future basis;

24 (2) determine the appropriate investment objectives for the
25 fund;

26 3) establish investment policies aimed at achieving the
21 objectives; and

20 4 act only in regard to the best financial interests of
12 the system®"s beneficiaries.
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(b) The board of trustees [COMMISSIONER OF REVENUE] may 1invest
the fund on the basis of probable total riite of return without regard
to the distinction between principal and income or to the generation
of income.

(c) In carrying out 1investment duties under this chapter, the
board of trustees [COMMISSIONER, OF REVENUE] has the same powers and
duties in regard to the teacher ™ retirement trust fund as are pro-—
vided 1in AS 37.13.120 and 37.13.125 [AS 37.10.071, EXCEPT THAT THE
STANDARD OF PRUDENCE THAT THE COMMISSIONER MUST OBEY UNDER AS 37.10.-
071(c) SHALL BF. IN REGARD TO THE MANAGEMENT OF LARGE TRUST INVESTMENTS
RATHER THAN LARGE INVESTMENTS!.

Sec. 3. AS 22.25.048(c) 1is amended to read:

(c) The Board of Trustees of the Alaska Permanent Fund Corpor:
tion [COMMISSIONER OF REVENUE! 1is the treasurer of the system and the
fiduciary of the fund and has the same powers and duties under this
section in regard to the judicial retirement trust fund as are pro-—
vided in AS 14.25.180.

Sec. 4. AS 26.05.228(c) 1is amended to read:

(c) The Board of Trustees of the Alaska Permanent Fund Corpora
tion [COMMISSIONER OF REVENUE] 1is the treasurer of the system and the
fiduciary of the fund and has the same powers and duties under this
section in regard to the fund as are provided under AS 14.25.180.

Sec. 5. AS 36.30.850(b) 1is amended to read:

(b) This chapter applies to every expenditure of state funds
irrespective of their sources, including federal assistance except as
otherwise specified in AS 36.30.890, by the state, acting through an
agency, under a contract, except that this chapter does not apply to

(1) grants»

(2) contracts for professional witnesses to provide for



professional services or testimony reflating to existing or probable
lawsuits in which the state is or may become a partyj

(3) contracts of the University of Alaska where the work 1is
to be performed substantially by students enrolled in the university;

(4) contracts for medical doctors and dentistsj

(5) acquisitions or disposals of real property or interest
in real property, except as provided in AS 36.30.080;

(61 disposals under All 38.05;

@) contracts for the preparation of ballots under AS 15.-
15.030;

(8) acquisitions or disposals of property and other con-—
tracts relating to airports under AS 02.15.070, 02.15.090, and 02.15.-
091;

(9) disposals of obsolete property \mder AS 19.05.060;

(10) disposals of obsolete material orequipment under
AS 35.20.060;

(1) agreements with providers of services under AS 47.07;
AS 47.08; AS 47.10; AS 47.17; AS 47.24; AS 47.25.195, and 47.25.310;

(12) contracts of the Department of Fish andGame for
flights that involve specialized flying and piloting 6kills and are
not point-to-point;

(13) purchases of 1income-producing assets for the state
treasury or a public corporation of the statej f.I

(14) operation of the state boarding school established under
AS 14.16, if the State Board of Education or the commissioner of
education adopts regulations for use by the state boarding school 1in

procurement and contracting;

(15) a contract that is a delegation, inwhole or in part, of

sioner of revenue under
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CAS 14.25.180,] AS 14.40.400, AS 14.42.200, 14.42.210, AS 18.56.095,
[AS 22.25.048. AS 26.05.228.1 AS 37.10.070, 37.10.071, AS 37.14.010 -
37.14.050 or 37.14.200 - 37.14.2/i [AS 37.14, OR AS 39.35.080]*

(16) a contract that is a delegation, in whole or in part, of
investment powers of the Board of Trustees of the Alaska Permanent
Fund Corporation tinder AS 14.25.180, AS 22.25.048, AS 26.05.228,
AS 37.13, AS 37.14.110 - 37.14.170, or AS 39.35.080jJ or

(17) the purchase of books, book binding services, newspa-—
pers, periodicals, audio-visual materials, network 1information ser—
vices access, approval plans, professional memberships, archival
materials, objects of art, and items for museum or archival acquisi—
tion having cultural, historical, or archaeologial significance* in
this paragraph

(A) "approval plans"™ means book selection services in
which current book titles meeting an agency"s customized specifi—
cations are provided to the agency subject to the right of the
agency to return those books that do not meet with the agency %
approval *

(B) "audio-visual materials™ means nonbook prerecorded
materials, including records, tapes, slides, transparencies,
films, filmstrips, cassettes, videos, compact disc3, laser discs,
and items that require the use of equipment to i*ender thenm
usable*

(C) ™"archival materials” means the noncurrent records
of an agency that are preserved after appraisal because of their
value *

(D) "network information services" means a group of

o* o ot \- ]’ wJdr. °
resources from which cataloging information, holdings records,

Inter-library loans, acquisitions information, and other

-4-



reference resources can be obtained.

* Sec. 6. AS 37.10.071(d) is amended to read:

(d) In exercising investment, custodial, or depository powers
duties \mder this section, the <commissioner or a designee of the
commissioner 1is liable for a breach of a duty that is assigned or
delegated under this section, or under [AS 14.25.180,] AS 14.40.-
400(b), or AS 37.10.070 [, AS 37.14.110(c), 37.14.160, 37.14.170, OR
AS 39,35.080]. However, the commissioner or the commissioner ®» desig—
nee is not liable for a breach of a duty that has been delegated to
another person 1if the delegation 1is prudent under the applicable
standard of prudence set out in statute or if the duty is assigned by
law to another person, except to the extent that the commissioner or
designee

D) knowingly participate 1in, or knowingly undertakes to
conceal, an act or omission of another person, knowing that the act or
omission is a breach of that person ™ duties under this chapter;

(2) by failure to comply with thi3 section in the adminis—
tration of specific responsibilities, enables another person to commit
a breach of duty; or

3) has knowledge of a breach of duty by another person,
unless the commissioner or designee makes reasonable efforts under the
circumstances to remedy the breach.

* Sec. 7. AS 37.10.071(f) 1is amended to read:

(" In this section, "commissioner of revenue"™ cr "commissioner"
means

(¢D) the <commissioner of revenue for investments under
[AS 14.25.180 OR1 AS 37.10.070; or

(2) the oerson or body



* Sec. 8. AS 37.13 is amended by adding a new section to read:

Sec. 37.13.125. INVESTMENT RESPONSIBILITIES FOR RETIREMENT
FUNDS. (a) The board shall manage and 1invest the assets of the
teachers ” retirement system under AS 14.25-180, the judicial retire—
ment system under AS 22.25.048, the Alaska National Guard and Alaska
Naval Militia retirement system under AS 26.05.223, and the public
employees™ retirement system under AS 39.35.080 1in accordance with
this section.

(b) Except as provided in this section, in managing and 1inve
ing the assets of the retirement funds, the board has the same respon—
sibilities as are set out for managing and investing the Alaska perma—
nent fund assets in AS 37.13.120. Hie following differences apply 0
the board®"s investment and management powers:

D) in addition to the domestic corporate debt securities
approved under AS 37.13. 120(g)(8), the board may invest in noridomestic
corporate debt securities of comparable quality;

(2) in addition to the short-term domestic corporate prom-—
issory notes approved under AS 37.13.120(g)(9), the board may invest
in nondoinestic corporate promissory notes of comparable quality]j the
interest on nondomestic corporate promissory notes may be payable in
either United States dollars or nondomestic currencies;

3) in addition to thecertificates of deposit, term depos—
its, and bankers®" acceptances issued by a United States bank or trust
company that are approved under AS 37.13.120(g)(19), the board may
invest in certificates of deposit, term deposits, or bankers"™ accep-—
tances that are issued by a nondomeetic bank or trust company and may
invest in certificates, deposits, and acceptances that are denominated

in United States or nondomeetic currency; in addition to the other

factors the board may consider inevaluating the issuing bank or trust

N« m _6-
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company, the board may consider the retained earnings of the 1issuing
bank or trust company;
4) subject to the Jlimitations contained 1in AS
120(g), the board may invest retirement fund assets at the competitive
national market rates or prices that are applicable to each investment
in
(A) securities of nondomestic governments and nondo-
raestic government agencies, the principal of which, or Interest
on which, 1is payable in either United States dollars or nondomes —
tic currencies; and
(B) securities of nondomestic corporations, including
common and preferred stock, whose dividends, 1if any, may be
payable in either United States dollars or nondomestic curren—

cies .

(c) The board may enter 1into future contracts for the sale of
nondomestic currencies, only for the purpose of hedging an existing
equivalent ownership position in these investments.

(d) The limitations established in AS 37.13.120(i) apply to the
investment of the assets of the retirement funds except for the limi—
tation that corporate stocks and debt securities wunder AS 37.13.-
120(g)(8), (9), and (18) not: exceed 50 percent of the total invest—
ments of the fund and the limitation that foreign certificates of
deposit or the equilale«t wunder AS 37.13.120(g)(19) not exceed 20
percent of the fund. Instead, the securities of nondoraestic govern—
ments, nondomestic government agencies, and nondomeetic corporations
under (b)(1) and (4) of this section and AS 37.13.120(g)(8); domestic
corporate stocks and debt securities under (b)(1l) of this section and

AS 37.13.120(8) and (18); and short-term nondomestic corporate prora-

issory notes under (b)(2) of this section may not exceed 50 percent of
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the total investments of the fund. In addition, all certificates of
deposit, term deposits, and bankers®™ acceptances, whether Tforeign or
domestic, may not exceed 20 percent of the fund.

Sec. 9. AS 37.14.110(c) 1is amended to read:

(c) The Board of Trustees of the AlaskaPermanent Fund Corpora—
tion [COMMISSIONER OF REVENUE] shall determine the net income of the
fund in accordance with 1investment accounting principles and 1in a
manner that preserves the distinction between principal and income and
that excludes capital gains or Jlosses realized on principal. The
principal of the fund and the capital gains or Jlosses realized on
principal shall be perpetually retained in the fund for investment
purposes.

Sec. 10. AS 37.14.120(a) 1is amended to read:

(a) There 1is created 1in the Department of Revenue the Publ
School Fund Advisory Board composed of the commissioner of education,
three members elected by the Board of Education from among its member —
ship, and the executive director of the Alaska Permanent Fund Corpo—
ration [THE COMMISSIONER OF REVENUE].

Sec. 11. AS 37.14.140 is amended to read:

Sec. 37.14. 140. UTILIZATION OF INCOME. The net income of the
fund may not be appropriated for a purposeother than the support of
the state public school program. The Board of Trustees of the Alaska
Permanent Fund Corporation [COMMISSIONER OF REVENUE] shall invest
realized net income that has not been appropriated or that has been
appropriated but not expended until the income 1is appropriated and
expended.

Sec. 12. As 37.14.160 is amendedto read?.

Sec. 37.14.160. DUTIES OF THE BOARD OF TRUSTEES OF THE ALASKA

PERMANENT FUND CORPORATION [COMMISSIONER OF REVENUE]. The Board of

-8-



Trustees of the Alaska Permanent Fund Corporation [COMMISSIONER OF
REVENUE) 1is the treasurer of the trust fund created in AS 37.14.110
and shall

(&) exercise the powers and duties established in AS 14.-
25.180(c);

(2) deposit the principal and income from investments 1in
separate principal and income accounts for the fund;

3) invest and maintain accountingrecords thatdistinguish
between the principal and income of the fund}

(4) provide reports to the board established under AS 37.-
14.120 on the condition and investment performance of the fund.
Sec. 13.AS 37.14.170 s amended to read:

Sec. 37.14_170.INVESTMENTS. The Board of Trustees of the
Alaska Permanent Fund Corporation [COMMISSIONER OF REVENUE] 1is the
fiduciary of the trust fund and shall 1invest the fund to provide
increasing net income over long-term periods to the fund"s 1income
beneficiaries. The board of trustees [COMMISSIONER] may 1invest the
money in the fund on the basis of probable total rate of return to
promote the Jlong-term generation of income. In managing the trust
fund, the board of trustees [COMMISSIONER) shall

(&H) consider the status of the fund®"s capital and the
income generated on both a current and a probable future basisi

(2) determine the appropriate investment objectives}

3) establish 1investment policies to achieve the objec—
tives } and

(41 act only 1in regard to the financial Interests of the

to read: )
- _4 e/ ’J I .-{c

* Sec. 14. AS 39.30.095(d) ia*./mended
-‘; - ‘-1 L] -. ) -3
(d) If the cooaBiseioner of administration determines that there
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is more money 1in the fund than the amount needed to pay premiums or
benefits for the current fiscal year, the surplus, or so much of it as
the commissioner of administration considers advisable, may be 1in—
vested by the commissioner of revenue in accordance with (f) - (h) of
this section [IN THE SAME MANNER AS RETIREMENT FUNDS ARE [INVESTED
UNDER AS 14.25.180].

Sec. 15. AS 39.30.095 Is {mended by adding new subsections to reads

D) In managing the surplus, the commissioner of revenue shall

¢D) consider the status of the investments of the surplus
and the fund % liabilities on both acurrent and a probable future
basis ;

(2) determine the appropriate investment objectives for the
surplus j

3) establish investment policies aimed at achieving the
objectives; and

(4) act only in regard to the best financial interests of
the system ™ beneficiaries.

(9) The commissioner of revenue may 1invest the surplus on the
basis of probable total rate of returnwithout regard to the distinc—
tion between principal and income or to the generation of 1income.

(h) In carrying out investment duties under this section, the
commissioner of revenue has the same powers and duties 1in regard to
the surplus as are provided in AS 37.10.071, except that the standard
of prudence that the commissioner must obey under AS 27.10.071(c)
shall be 1in regard to the management of large trust investmeﬁts rather
than large investments.

Sec. 16. AS 39.35.020 1i1s amended to read:

Sec. 39.35.020. ADMINISTRATION The commissioner of administra—
tion 1is responsible for the administration of the system and for
-10-
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carrying out this chapter. In addition the commissioner shalx
(1) maintain the accounts of the system;
(2) make payments for the various purpo es specified;
3) submit periodic reports or statements of account that
are needed;
(4 issue a statement of account to an employee requesting
it showing the amount of the employee ™ contributions to the system;
(5) as soon as possible after the close of each fiscal
year, and not later than six months after the <close of each
fiscal year, send to the governor, the legislature, and the board
an annual statement on the operations of the system containing

(A) a balance sheet;

(B) a statement of 1income andexpenditures Tfor the
year;

«©) a report on an actuarial valuation of its assets
and liabilities;

(D) a summary of assets held in the pension Tfund
listed by thecategories of investment, as provided by the Board
of Trustees of the Alaska Permanent Fund Corporation [COMMISSION—
ER OF REVENUE];

(BE) other statistical financial data that are neces—
sary for a proper understanding of the financial condition of the
system and the result of its operations;

(6) establish a public employees retirement trust fund 1in
which the assets of the system shall be deposited and held;

(7) engage an 1independent certified public, accountant to
conduct an annual audit of the system*9 accounts and the annual report

of the system®8 financial condition and activity;
/a



administration of the system and distribute the report to the members
of the system.
Sec. 17. AS 39.35.080 is amended to read:

Sec. 39.35.080. DUTIES OF THE BOARD OF TRUSTEES OF THE PERMA—
NENT FUND CORPORATION [COMMISSIONER OF REVENUE1. The Board of Trust—
ees of the Alaska Permanent Fund Corporation [COMMISSIONER OF REVENUE]
is the treasurer of the system and the fiduciary of the fund. The
board of trustees [COMMISSIONER] has the same powers and duties estab—
lished under this chapter 1in regard to the fund as are provided in

AS 14.25.035(d) and 14.25.180.
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1990 LEGISLATION
FOSITION PAPER
DEPARTMENT OF ADMINISTRATION

Division Retirement and Benefits Bill Number CSSB 197 (SA)

Bill Title Management and Investment of Certain State Funds

Position Statement: Explain briefly what bill does, its impacts and Departments' position,
Le. @) support” b) do not support, ¢) neutral or d) oppose.

Section 1 establishes a board of seven members to manage a State Investment
Corporation. Although the Corporation would invest monies of the PERS,
TRS, SBS and Deferred Compensation programs administered by the
Department of Administration, the Commissioner of Administration has not
been placed on this board. To assure an understanding of program operations
and federal rules and restrictions on these programs, the Commissioner of
Administration or the Commissioner's designee should be added as a
member of this board. Expansion of the board to an even number of eight
members should not hinder its proceedings. The Permanent Fund Board has
run well with six.

Section 21 of this committee substitute provides chat the State Investment
Corporation have responsibility for the fund investments of the State's
Deferred Compensation Plan. This VOLUNTARY plan is currently qualified
under Section 457 of the Internal Revenue Code. The division of retirement
and benefits is reviewing the change proposed by Section 21 to determine if it
would affect the qualified status of the plan. If the plan must be rewritten and
requalified, and the needed changes result in new procedures, there may be
associated costs. This fiscal note will be rewritten as the issues are clarified,

X  XtAvgUrs Co SAk-0UOCs

APPROVED:

Director Sally Smith Division Retirement and Benefits
April 9,1990

(For more information, call Sioux Plummer 465-2200) Rev. 12/89
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1 1FY 91 | FY 92 1FY 93 | FY 94 | FY 95 | FY 96
1 OPERATING 1 1 JL L 1

| PERSONAL SERVICES | 494.6 | 989.3 i 989.3 1 989.3 | 989.3 | 989.3

|  TRAVEL 1 o | 0 i 0 1 o 1 o 1 0

| CONTRACTUAL | 7200.9 | 14474.4] 14662.8! 14894.2| 15189.3| 15445.8
| SUPPLIES 1 o 1 o 1 0 ; 0 1 o 1 0

|  EQUIPMENT 1 o | 0 0o ! o 1 o i 0

1 LANDS & STRUCTURES 1 o | o 1 o 1 o 1 o 1 0

| GRANTS, CLAIMS i o | o 1 o 1 0 o i 0

| MISCELLANEOUS 1 o | o i o 1 0 o ! 0

| TOTAL OPERATING | 7695.5 | 15463.7| 15652.1] 15883.5| 16178.6| 16435.1
1 CAPITAL 1 o | o 1 o 1 o 1 o 1 0

| REVENUE 1 o ! o 1 o 1 o 1 o 1 0
FUNDING: (Thousands of Dollars)

| GENERAL FUND 1 o | o 1 o 1 o 1 o 1 0

| FEDERAL FUNDS 1 o | 0 o 1 0 i 0 ! 0

| OTHER | 7695.5 | 15463.7| 15652.1] 15883.5| 16178.6| 16435.1
1 TOTAL | 7695.5 | 15463.7| 15652.1| 15883.5] 16178.6| 16435.1
POSITIONS:

| FULL-TIME 1 o | o 1 o 1 o 1 o 1 0

i PART-TIME 1 0 o i 0 o 1 0 1 0

' TEMPORARY 1 o | o 1 0 o 1 0 1 0

ANALYSIS: attach a separate page for analysis. Fiscal year 1990 effect is zero.
Fiscal years 1991-1996 are the sum of the amounts deleted from the Treasury budget on
the attached fiscal note plus estimated common stock management fees for SBS shown on
the attached schedule.

M
Prepared By: Milt Barker b Phone: 465-2350
Division: Treasury Date: April 6, 1990
Approved by Commissioner: \ Date:

Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agency(ies) page 1 of 3



STATE OF ALASKA Bill Version: CSSB 197 (SA)i'M

1990 L. 3ISLATIVE SESSION Publish Date: 4/7/Q0
FISCAL NOTE
REQUEST:.
Revision Date: Agency Affected: Department of Revenue
Title: Management and investment of BRU: Treasury
certain state funds
Sponsor: Senate State Affairs Components:

Requestor: Senate State Affairs

EXPENDITURES/REVENUES:  (Thousands of Dollars)

I FY 91 I FY 92 I FY 93 I FY 94 I FY 95 I FY 96
OPERATING 1
PERSONAL SERVICES | (494.6)] (989.3) |(989.3) ](989.3) |(989.3) [(989.3)
TRAVEL J 0 I o I o j o j o j o
CONTRACTUAL (7080.2)|(14160.5)[(14160.5)j(L142160.5)j(14160.5)j(14160.5)
SUPPLIES | 0 | 0 0 0 0 0
EQUIPMENT 0 0 1 O 0 0 0
LANDS & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 1 0
. MISCELLANEOUS 0 0 1 O 0 0 0
I  TOTAL OPERATING J(7574.8) 1(15) '.9.8) |(15149.8) |(15149.8) |(15149.8) |(15149.8)
1 CAPITAL 1 0 1 0 1 o | 0 1 o | 0
I REVENUE 1 0 1 0 1 o | 0 1 0 | 0
FUNDING: (Thousands of Dollars)
| GENERAL FUND 1 o 1 0 1 o | 0 1 o | 0
| FEDERAL FUNDS 0 1 0 1 o | 0 1 0 | 0
| OTHER |(7574.8)](15149.8)|](15149.8)](15149.8) |(15149.8)](15149.8)
1 TOTAL |(7574.8) |(15149.8)](15149.8)](15149.8)](15149.8) |(15149.8)
POSITIONS:
| FULL-TIME | 0 | 0 I 0 | 0 | 0 | 0
j PART-TIME j 0 j 0 | 0 j o | O j o
| TEMPORARY i 0 j 0 i O | 0 Il 0 i 0

ANALYSIS: attach a separate page for analysis. Fiscal year 1990 effect is zero.
Fiscal years 1992 through 1996 based on the State Investment Corporation assuming
responsibility for trust fund investments January 1, 1991. The amounts are the
retirement and endowment funding contained in Treasury's fiscal year 1991 budget.
Fiscal year 1991 effect is half of the Treasury fiscal year 1991 budget.

Prepared By: Milt Barker ' h d Phone: 465-2350
Division: Treasury Date: April 6. 1990
Approved by Commissioner: Date:

Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) page _2_of _3_



(1) (2) (3)
(3 Millions)
Beginning

Fiscal Liquid GIC Net
Year Balance Maturities Contilbutions
FY91l 0 151.1 50.0
FY92 210.1 118.9 55.0
FY93 410.7 96.3 60.0
FY94 610.9 202.9 65.0
FY95 945.8 128.7 70.0
FY96 1238.6 60.0 75.0
Notes:
1. Column 6, prior year

2.

3
4
5
6.
7.
8
9
0
1

L=

8{‘}059*6%'

From Division of Retirement & Benefits

(4)

Average Investment
Earnings

Balance

100.5
297.1
488.8
744 .8
1045.1
1306.1

CSSB 197 (SA)
SBS Investment Management Costs

(5)

9.0
26.7
44.0
67.0
94.1

117.5

Treasury Division estimate based on FY 89 contributions

Column 1 + (Column 2 + Column 3)/2

% x Column 4

Column 1 + Column 2 + Column 3 + column 5
Column 4 x .31% per contract x 30% asset
Column 4 x 5.25j<f/&1000 per contract

Per contract

Treasury Division estimate

Columns 7+8+9+10.

allocation

(6)

Ending
Liquid
Balance

210.1
410.7
610.9
945.8
1238.6
1491.1

to common stocks

(7)

Stock

Management

Fees

93.5
276.3
454 .6
692.6
971.9
1214.7

(9)

(8)
(i000)
Custodian Audit
Fees Fees
5.2 10.0
15.6 10.0
25.7 10.0
39.1 10.0
54.9 10.0
68.6 10.0

(10)

Performance
Measurement
Fees

12.0
12.0
12.0
12.0
12.0
12.0

(11)

Totaj
Fees

120.7
313.9
502.3
733.7
1028.8
1285.3



STATE OF ALASKA Bill Version: SB 197 (a)

1990 LEGISLATIVE SESSION Publish Date: 4/7/90
FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Department of Revenue

Title: Management and investment of BRU: Treasury

state retirement funds

Sponsor: Binkley Components:,

Requestor: Senate State Affairs

EXPENDITURES/REVENUES:  (Thousands of Dollars)

1 1 FY 91 1 FY 92 1 FY 93 FY 94 1 FY 95 FY 96
OPERATING 1 1 1 1 1

i PERSONAL SERVICES | (989.3) | (989.3) |[(989.3)  (989.3) 1(989.3) |(989.3)
| TRAVEL 1 0 ! 0 1 0 0 1 o | 0
| CONTRACTUAL 1(14112.9)1 (14112.9) | (14112.9) (14112.9)|(14112.9)|(14112.9)
| SUPPLIES 1 0 | 0 0 0 1 0 1 0
| EQUIPMENT 1 o | 0 10 0 i 0 10
j LANDS & STRUCTURES 1 0 0 1 0 0 0 | 0

GRANTS, CLAIMS 1 0 | 0 1 0 0 1 0 ; 0
1 MISCELLANEOUS 1 0 | 0 1 0 0 1 0 | 0

|

| TOTAL OPERATING (15102.2)| (15102.2) | (15102.2) (15102.2)|(15102.2)|(15.02.2)

1 CAPITAL 1 0 | 0 1 0 0 1 © 1 0

1 REVENUE 1 0 | 0 1 0 0 1 0 1 0
FUNDING: (Thousands of Dollars)

| GENERAL FUND 1 0 1 0 1 0 0 1 0 1 0

! FEDERAL FUNDS [ o | 0 1 0 0 1 0 1 0

| OTHER 1(15102.2)1(15102.2) |(15102.2) (15102.2)|(15102.2)1 (15102.2)
1 TOTAL [(15102.2)1(15102.2) |(15102.2) (15102.2) |(15102.2)1(15102.2)
POSITIONS:

| FULL-TIME 1 0 | 0 0 0 1 o |

| PART-TIME 1 o | 0 o 0 0 s 0

| TEMPORARY 1 0 | 0 0 0 1 0 1 0

ANALYSIS: attach a separate page for analysis. Fiscal year 1990 effect is zero.
Fiscal years 1991-1996 based on Permanent Fund Corporation assuming management of
retirement funds and Public School Fund July 1, 1990. Amounts are the retirement and
Public School but not the University trust monies budgeted in Treasury's fiscal year-

1991 budget.

Prepared By: Milt Barker Up Phone: 465-2350
Division: Treasury Date: April 6, 1990
Approved by Commissioner: r Date:

Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) page 1 of 1



04-02LH

STEVE COWPER, GOVERNOR

Wil
P.0. BOX S
DEPARTMENT OF REVENUE JUNEAU. ALASKA 99811-0400
PHONE: (907) 465-2300
OFFACE OF THE COVMISSIONER TELEFAX: (907) 465-2389
April 9,1990

The Honorable Rick Uehling
Co-Chairman

Senate Finance Committee
Alaska State Legislature

P. O. Box V

Juneau, Alaska 99811

Dear Senator Ueliling:

Upon further review of CSSB 197 (SA), an Act relating to management and investment of
certain state funds, | would like to offer for the Senate Finance Committee’s consideration
the enclosed amendment.

The proposed amendments would strengthen accountability by:
1 holding fiduciaries personally liable for acts of imprudence or bad faith;

2. specifically identifying the fiduciaries;

3. providing beneficiaries, participants, and fiduciaries a clear standing to sue to
enforce statutory provisions for trust fund management; and
4. providing for examination by the Division of Banking and Securities.
HMNMBBNph

ends.

90-81



Amendments to CSSB 197 (SA)
Offered by Department of Revenue

Page 7, after line 19, insert new subsections and section to read:

"(c) The corporation may defend and indemnify a current or former member of the
board, employee, or agent of the corporation against all costs, expenses, judgments,
and liabilities including reasonable attorney fees, incurred by or imposed upon that
person in connection with a civil or criminal action in which the person is involved by
affiliation with the corporation. However, the indemnity provided under this
subsection does not apply if the person committed an intentional tort, acted in bad
faith, acted outside the scope of official duties or powers, or, in the case of fiduciary
acts, acted in an imprudent manner under the applicable standard of prudence.

(d) For the purposes of this chapter and AS 37.10.071, the following persons are
fiduciaries of the assets held by the corporation:

(1) each member of the corporation’s board of directors;

(2) each officer of the corporation; and

(3) any other person who exercises control or authority withrespect to
management of disposition of assets held by the corporation, or gives
investment advice to the corporation.

Sec. 37.10.320. CIVIL ENFORCEMENT. A civil action may be brought in a superior

court oi the state by a beneficiaiy, trustor, including an employer participant in a state

retirement system, or fiduciary of trust assets under management by the corporation
(a) to enjoin any act or practice which violates anyprovision of thischapter; or
(b) to obtain other appropriate equitable relief
(1) toredress such violations; or
(2) toenforce any provision of this chapter."”

Page 7, after line 25, insert:

"Sec. 2. AS 06.05.025 is amended to read:

Sec. 06.05.025. BANK EXAMINATIONS, (a) The department shall select one or

more competent persons to make examinations of state banks and the Alaska State

Investment Corporation created under AS 37.10.210. A copy of the report of

examination shall be sent to the organization examined.

(b) Irregularities in the conduct of a bank’s business and any violation of law shall be
promptly called to the attention of the directors of the bank or the Alaska State
Investment Corporation by the department.

(c) Banks and the Alaska State Investment Corporation regulated under this chapter
are subject to at least one examination a year. Additional examinations may be
conducted at the descretion of the commissioner.”

and renumber succeeding sections accordingly.






SENATE COMMITTEE REPORT

FURTHER
3/7/89 DATE TURNED INTO OFFICE _3/6a
Mr. President:
FINANCE Committee considered nO8

authority of the commissioner of fish and game to modify certain sport
fishing regulations

and recommended

D[ same title
J[*I”new title
[l technical
title change

(HB only)

[uj~replace with
f j or adopt

[ ] attached amendment(s) and

[ 1 letter of intent adopted
J~do pass \i."
] do not pass x93V
no recommendation

1
] individual recommendations

] further referral to

_FN

FISCAL note(SJl [~ 2®T° C 3 fiscal 1impact [ ] appropriation no
-

[*~F r\e \jr-ssh<2--7T7T7cr"G> [ J updated [-] previous -:
[ 1 same as previous fiscal note(s) published J—




CSSB 198 (Fin)

State o f Al aska Bill Version:
1989 Legislative Session Publish Date:
REQUEST:
Revision Date: AGENCY: Dept, of Fish and Game
LE: Authority of Commissioner BRU: Sport Fish
of Fish and Game to modify reqgs.
SPONSOR:  senator Sturqulewski Components:

Requestor. Senate Finance

Expenditures/Revenues: (Thousands of DoIIars% .
Operating — ove EV00 pm TRV 82 FY 43wy
Pers.Services 0 "ft 0 0 0 0
Travel 0 0 0 8 0
Contractual 0 0 0 ¢ U 0 0
Supplies 0 0 0 0 0 0
Equipment 0 0 0 0 0 0
Land/Build. 0 0 0 0 0 0
Grants/Claims 0 0 (0 0 0 0
Miscellaneous 0 0 0 0 0 0
total 0 0 0 0 0 0
T CAPITAL
REVENUE a y~7T~ 1~ 0 T
Funding: _ (Thousands of Doglars) .
General Funds 0 0 0 "0 . 8
Federal Funds 0 0 0 .0 N 0
Other 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
Positions:
Full-Time 7”0 m' 'O.. 0 0 mlT
Part-Time 0 0 0 0 0 0
Temporary 0 0 0 0 0
ANALYSIS:

Prepared By: /
Senato/ Rick Uehling, Co-chairman
Senate Finance Committee

Date: March 1989
Phone NoOTI 465-4821"



1

©

10

13

14
15
16
17
18
19

20

22
23
24
25
26
27
28

29

Original sponsor: Sturgulewski

IN THE SENATE

For an Act entitled:

BE IT ENACTED BY

* Section

read:

sport fish bag limits or modify methods

means

(b)

ria adopted by the Board of Fisheries,

effect

authorized designee.

CS FOR SENATE BILL NO.

6-0639H

BY THE FINANCE COMMITTEE

198 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE

- FIRST SESSION

A BILL

of fish and

regulations;

1. AS 16.05.060 is

ofemergency orders.

game

to modify

and providing for an effective date."

amended by

An

emergency

of law after field announcement by

adding

The commissioner or an authorized designee may,

summarily

order

the

THE LEGISLATURE OF THE STATE OF ALASKA:

a new subsection

"An Act relating to the authority of the commissioner

certain sport fishing

to

under crite-

increase or decrease

of harvest for sport fish by

has the force and

commissioner or

is not subject to the Administrative Procedure Act (AS 44.62).

* Sec.

2.

This Act takes effect

immediately under AS 01.10.070(c).

CSSB 198(Fin)

an

An emergency order adopted under this subsection



STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

DEPARTVENT OMISION BILLNUMBER SPONSOR
Fish and Game Sport Fish SB 198 Senator Sturgulewski
XRT TALEQ-SL
An Act reiatincr to emeraencv reaulation authority
DEPARTMENT position
Support M
PPEPAPEQ BY COMISSIONERSSIWATUHE = OATE
Norval Netsch 3/3/89

SUMMARY
OTHER AGENCIES AFFECTED BY BILL CONSTITUENT GROUPES) AFFECTED BY BILL
Public Safetv Sport fishermen

Lodae a JP§S’ outfitters, air taxi

CREANISATIONAL SUPPCRT FCR BILL CRNIZATIENA opposition to bilt —
Alaska Sportfishing Association Unknown
FISCAL INPACT: ft NONE FISCAL NOTE attached
ACKGRONAEGISLATIVE INTENT

This bill would assist ADF&G in implementing management options that would
better conserve the resource, provide the public increased fishing opportuni—
ties, and take advantage of unpredicted harvestable surplus. Management
options would be exercised under criteria adopted by the Board of Fisheries.

ANALYSIS OF BILL/PROGRAV BFFECTS

Enactment of SB 198 would provide the Sport Fish Division of ADF&G with
greatly increased flexibility to quickly respond to opportunities to increase
bag limits if abundance of stocks warrant; restrict method and means of tak-—
ing if a conservation problem is foreseen; and to otherwise quickly respond
to management options which will serve to protect the recreational fishery
resource while at the same time providing the maximum utilization of the
resource to the public.

AVENDVENTS proposed

PLEASE ATTACH A SEPARATE SHEET FOR ACOOTONAL COMMENTS OR ANALYSIS.
J009Pr. DM

<21
45>

ifij



3latfka &tate legislature

ﬁﬁ%ﬂﬂNﬂO&N%ﬁF
ARLlssgguégﬁiEWSKJ ,
Some President Pro Tempore é‘(%t%’(':\‘f
Chairmin, Senare Rules Comminee JINEA, ALASKA
(NIB-3HIS
Senate
MEMORANDUWM March 15, 1989
TO: Senator Binkley and Senator Uehling
Senate Finance Co-Chairs
FROM: Arliss Sturgulewski £ .J
Senate Rules Chair
RE: SB 198 "An Act relating to the authority of the

commissioner of fish and game to modify certain sport fishing
requirements.”

SB 198 1is currently in your committee after receiving a unanimous
"Do Pass"™ recommendation from the Resources Committee. This bill
will allow the Commissioner of Fish and Game to modify sport fish
bag limits or methods of harvest under criteria adopted by the
Board of Fisheries.

SB 198 has a zero fiscal note, is supported by the department, and
is a top priority of the Alaska Sportfishing Association. This
bill has no adverse effect on any commercial or subsistence
fisheries and to the best of our knowledge, it has no opposition.

I would appreciate it if you could calendar SB 198 for hearing in
the Finance Committee. Thank you.



STATE OF ALASKA BILL VERSION: SB 198
1989 LEGISLATIVE SESSION PUBLISH DATE: 3/7/89

FISCAL NOTE

REQUEST:

Revision D ale: r Acrwv AffW-trH « Fish and Game
Tide : "An acc relating no tne aucnonty QRU. Snort Fish

of the commissioner of fish and game

Sponsor: Arliss Sturgulewski Components:

Requestor: _

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS

TOTAL OPERATING

CAPITAL 1 o.o 0.0 0.0 0.0 0.0 0.0

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

AIPI'?’sLXnStllcSip:zited(pt‘ﬁ'g?ht%lssepﬁﬂevﬁ)/%gﬁj'frggﬁﬁ?sﬁw)an Im-rease in the number of emergency orders (EOs) and a

decrease in the number of emergency regulations (ERs) issued. ERs require much more staff time to Frepare
than EOs. Development criteria to present to the Board of Fisheries (BOF) would require additional staff
time, but savings should result because it is likely that fewer regulatory proposals would be submitted
through the BOF process. Although it is likely that an overall cost savings should result from this bill,

if cannot be accurately quantified. s/ /.1 11 I\
Frank Van Hulle ~ 465-4180
Prepared by: o N ) Phone:—
Division : Division of "Sport Fisheries jr~. 3/3/89
Dm. W3-

Approved by Commissioner ’
Agency: Fish and Game

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget I
Ltipaced Agency(ies) A R






SENATE FINAI\DI_CE .>COMMITTEE REPORT
DATE:  3/5/90 FURTHER:
DATE TURNED INTO OFFICE: Via -17 #
The Finance Committee considered SB 205

"An Act relating to the lease of certain tideland to nonresidents of the
state."

and recommended:
[ 1 same title

[ J seplace with CsS th new title
[-Tor adopt CS [ 1 technical
title change
[ ] attached amendment(s) (HB only)
L ] letter of intent adopted
[ fdo pass

[ 1] do not pass
[ 1 no recommendation
[ 1 individual recommendations

[ 1 further referral to

ATTACHES NEW FISCAL NOTE(S): APPROVES PREVIOUS:

Dept/Date: Dept/Date:
[ 1 fiscal note(s) [u-~fiscal note(s)
[ 1 zero fiscal note(s) [ 1 zero fiscal note(s)

0 x

[ 1 appropriation-no fiscal note

OTHER RECOMMENDATIONS:

2.
and Recommendations




Ttfo 3 -M \-96

Bi'A'|e A juad gJI . BILL VERSION : Q BALf

e 199Q.LEGISLATIVE SESSION ' 1 pubushdate: 3/5/90

L

HSCALNOTE

Fens;; jon Dot BFHbD Aieded Nl R
Title Anad daigotrelesed @atan Land &Wter Myt
° Zrerolf ffesets Cnpoets Land &\t Mt

EXFENDITURESYREVENLES (Tososof Ddlars
CPERATING FYa FY® FY&B

PERSONAL SFHRVICES

TRAVEL

CONTRACTUAL

SUPRLIES

%SI'FUTRRES

GRANTSCLAIVG

MCHLANEOUS

FY A FYS%h FYS$

TOTAL OPERATING Q0 Q0 Qo0 Q0 Q0 Q0

CAPITAL

REVENLE 206 206 205 206 205

FUNDING of Dellarg)
GENERAL

FEDERALFUNDS

OTHER

TOTAL Q0 ao Q0 Q0 Q0 Q0

FOSITIONS,
FULL-TIVE
PART-TIVE
TEVFORARY

ANALYSIS: (Atachasgaraeeceif reessary)

Thisprogamis inby payameEps Raegaaasiwil firstewssdiofudte
tkeaﬂmmlptg?nra:e amu?tS Treeaﬁg,maekmjmﬁeanm@ LEII‘UJ%%SPO‘[D

leschtlnifemmﬁgeraalrgcmp:crm 1&af treadhindrative s for rescets
Seepee2
Ppr‘:IGIi Poe 45240
b mmé%%e Dete 6HHD
AproedyCommissae: Cee HFhD
ARy Y DpatnatoNl  mescs
Cidrilution :
L@ﬁa]\ecg{peaa) ) Cltanges in ~5 **.2.03' (,fe>)
%ﬂfﬂ\elm have no fiscal impact. Tfiis

fiscal note is appropriate.
| (Edmmadw Projections of no fiscal impact . £ o
nected AQIoy(ics) twmil Jt EVIHTIA T 1 0



February 26, 1990

DEPARTMENT OF NATURAL RESOURCES

SHORE FISH ANNUAL RENT

RESIDENT NONRESIDENT
$ 115 Revenue Generatin $ 115 Revenue Gsneratinc
Component?l Compot entr
$ £ 40 1/5 of Admin Costs3 $ + 200 100% of Admin Costs3
155 3 315
X 350 No. of Resident X 250 No. of Nonresident
Lessees Lessees
$131,750 Revenue Derived from $73,750 Revenue Derived from
Residents Nonresidents
Revenue Derived From Resident and Nonresident Lease Rent $210,500

"Revenue generating component is the same for residents and
nonresidents and not discriminatory.

ADirect administration costs projected for FY 91 to be defrayed by
lease rental of 1,100 lessees is $212,500. Under present rent rate,
total revenue derived is $165,000.



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

Offered: 3/5/90 6-0369H
Referred: Finance

Original sponsor(s): SEN. ZHAROFF

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 205 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the rental fee charged for shore
fisheries leases; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. LEGISLATIVE FINDINGS. The legislature finds that the
residents of the state are responsible for the general financial support of
the programs of state government and that the vast majority of support for
the programs of state government comes from taxes and revenue from state-
owned land. Toa large extent, those who are nonresidents of the state do
not financially support the programs of state government that provide
services to both residents and nonresidents within the state. These ser-
vices include the administration of the various state departments and
agencies and their programs and specifically include the management of the
tideland leasing program. While the United States Constitution prevents
the state from discriminating in its delivery of services to nonresidents,
the Constitution does not prevent the state from charging nonresidents a
di.iferenLi.il LhaL compensates the state for the costs and expenses that
nonresidents impose on state government.

* Sec. 2. AS 38.05.082(c) 1is amended to read:

(c) A lease for set net fishing may be issued for any period not
exceeding 10 years. If the commissioner determines that the land is
not being utilized for the purpose for which the .ease is issued, the
lease may be declared void. The director shall establish and may

revise a [REASONABLE] rental fee for the lease to nonresidents of the

SB0205b -1- CSSB 205 (Res)



© 00 N o g B~ w N

state that includes a revenue generating component and f, EQUAL TO]

the administrative costs involved in processing the leasehold applica—
tions. The director shall establish and may revise a rental fee for

residents of the state that includes a revenue generating component

and one-fifth of the administrative costs involved in processing the

leasehold applications. The revenue generating component of the

rental fee established or revised by the director shall be equal for

residents and nonresidents.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c)-

CSSB 205 (Res) -2- SB0205b



Senator Fred F Zharoff

Alaska State Legislature

P.0. BOX 406, KODIAK, ALASKA 99615  (907) 486-5259

DURING SESSION: )

P.0. BOX V, JUNEAU, ALASKA 99811 «(907) 465-3473 «465-3474 «465-3344 (Labor and Commerce Committee)

DISTRICTN :

ALASKA PENINSULA = ALEUTIAN CHAIN < BRISTOL CAT  KODIAK ISLAND « LAKE CLARK/LAKF ILIAWNA < FRIBILOF ISLANDS 0&MW@MHSAMB

MEMORANDUM

T0:

FROM:

DATE:

RE:

Senator Rick Uehling
Co-Chairman
Senate Finance Committee

Senator Fred F. Zharoff
March 9, 1990
CS For Senate Bill 205 - "An Act relating to the

rental fee for shore fisheries leases; and providing
for an effective date."”

CSSB 205 accomplishes two objectives.

First,

it restructures the shorelands leasing program for

setnet sites so the program will be able to bring 1in enough
revenue to pay for itself.

Second, it extends to shoreleases the sameprinciple that is

now used for commercial fishing Jlicenses, fisheries pernmit
renewals, hunting and trapping licenses, and university
tuition. That 1is, different fee structures can be applied to

residents and nonresidents for the use of the resources and
the services of the state.

The purpose of the differential in CSSB 205 is to capture a
greater share of the cost that Alaskans bear year-round for

the

management of the tidelands leasing program, the

protection and regulation of the marine environment, and the
management oi our fisheries resources.

The current version of CSSB 205 has been drafted in such a way

SO0 as to pass the nondiscrimination test in Alaska“"s
constitution. The language was provided by Mr. Tom Koester,
assistant attorney general. It breaksshore leases into two
components: a lease fee (the revenue-generating component) and
the administrative fee. The revenue fee must be the same for
residents and nonresidents, but the state may charge

nonresidents for more of the administrative costs than it does
residents.

CSSB

205 carries a positive fiscal note of approximately

$210,500.

The following backup information 1is attached:
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Senate Finance Committee - page 2

1. Department of Natural Resources position paper,
addressed to Resources Chair Sen. Bettye Fahrenkamp. The
amendment DNR recommended was incorporated into the
Resources CS.

2. Letter from Mr . G. Thomas Koester, assistant
attorney general, dated Jan. 19, 1990.

3. Letter from Mr. Gary Gustafson, director of the
Division of Land and Water Management, dated Feb. 9,
1990.

4. Memorandum from Mr. Richard Bradley, Legal Services

Division, giving the definition of a "resident".

5. List of current market values of Alaska salmon set
net limited entry permits and the number of nonresidents
holding those permits.

6. State statutes.
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STEVE COWPER, GOVERNOR

DEPARTMENT OF NATURAL RESOURCES 400 WILLOUGHBY AVE.

JUNEAU, ALASKA 99001-1790

PHONE: (907) 405-2400
OFFICE OF THE COMMISSIONER

February 26, 1990

The Honorable Bettye Fahrenkamp
Chair

Senate Resource Committee
Alaska State Legislature
Juneau, Alaska 99811

Dear Senator Fahrenkamp:

Subiect: Senate Bill 205, An Act-relating to the lease of certain
tideland to nonresidents of the state.

Position: The department supports the concept of this bill.

Background: The current.committee substitute provides for two
components, an administrative component and a revenue generating
component. The administrative component provides that non-
residents would pay the full administrative cost of the program,

and residents would pay one-fifth that amount in recognition of
other contributions of residents.

The committee substitute is revenue neutral which is mandatory,
since this program is administered wunder program receipts. The
department recommends SB 205 contain administrative flexibility to
adjust rental fees to cover future <costs of administering the
program. The figures included in the committee substitute work
with the <current resident to non-re3ident ratio. If the ratio
changes, the figures would not be revenue neutral.

Recommended language:

The director shall establish a rental fee for the lease to
nonresidents of the state that includes a revenue generating
component, plus the administrative cost to administer the program;
the director shall establish a fee for the residents of the state
that consists of a revenue generating component, plus 1/5 of the
administrative costs. The revenue generating component is equal

for both residents and non-residents.



I appreoiate the opportunity to work with you

this legislation. We continue to
questions.

Sincerely,

cc: Committee Members
Bill Sponsor
Bob Evans
Denby Lloyd

bcc: Janet Burleson

be available

and your staff on
if you have further
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| viZ REPLY TO:
DEPARTMENT OF LAW O 1031 W 4th AVENUE
SUITE 200
ANCHORAGE. ALASKA 99501-1994
OFFICE OF THEATTORNEY GENERAL PHONE: (907) 276-3550

O 1st NATIONAL CENTER
100 CUSHMAN ST.
SUITE 400

January 19, 1990 FAIRBANKS. ALASKA 99701-4679

P.O. BOX K-STATE CAPITOL
JUNEAU. ALASKA 99811-0300
PHONE: (907) 465-3600

The Honorable Fred Zharoff
Alaska State Senator

P.0. Box V

Juneau, AK 99811

Re: SB 205
Dear Senator Zharoff:

At an April 6, 1989 Senate Judiciary Committee meeting,
we expressed some concern with Senate Bill ("SB"™) 205, a bill which
you sponsored and which would charge nonresidents a rental fee
equal to five times the fee charged residents for a shore fisheries
lease. At that time, we indicated that we would get back to you
with some language which we believe would accomplish your goal --
ensuring that nonresidents pay their full share of the costs of
administering the shore fisheries leasing program -- without
presenting constitutional problems.

The easiest way to do this would be to determine the
administrative costs of the program, pro rate that cost over all
existing shore fishery leases, require that nonresidents pay the
full prorated <cost for their individual leases, but require
residents to pay only one-fifth that amount in recognition of their
contributions to the cost of the program through other means (e.g.,
taxes, revenues from other state-owned lands, etc.).

The problem with this approach is that it would not be

revenue neutral. AS 38.05.082(c) currently provides that the
annual rental (for both residents and nonresidents) 1is the prorated
cost of the program. Reducing the amount residents must pay also

would reduce the total revenue.

A possible solution is to provide that the annual rental
fee consists of two components: (1) a revenue-generating com—
ponent, which both residents and nonresidents must pay; and (2) a
prorated administrative cost component which nonresidents must pay
while residents would be charged only one-fifth of that amount 1in
recognition of their contributions toward payment of the ad-—
ministrative costs through other means.

0'-C5LH



Honorable Fred Zharoff January 19, 1990
Page 2

For your consideration, we have enclosed a draft proposed
committee substitute for SB 205 1incorporating the foregoing
concept. As you will note, we have left blank the amount of the
revenue-generating component. We understand the Department of
Natural Resources 1is currently recalculating the cost of the
prog:agi and will supply you with the necessary figure when 1t 1is
available.

As always, the provision of this draft language should
be considered a drafting service and not necessarily administration
support for the bill.

Sincerely,

DOUGLAS B. BAILY
ATTORNEY GENERAL

By:
G. Thomas Koester
Assistant Attorney General
GTK:dim e
Enclosure
cc w/enc.: Honorable Lennie Gorsuch

Commissioner
Department of Natural Resources

Honorable Don Collinsworth
Commissioner
Department of Fish and Game



DRAFT PROPOSED COMMITTEE SUBSTITUTE FOR SB 205
For an Act entitled: "An Act relating to the rental fee charged
for shore fisheries leases.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. LEGISLATIVE FINDINGS. The legislature finds that
the residents of the state are responsible for the general
financial support of the programs of state government, and that the
vast majority of support for the programs of state government comes
from taxes and revenues from state-owned lands. To a large extent,
those who are nonresidents of the state do not financially support
the programs of state government that provide services to both
residents and nonresidents within the state. These services
generally include the administration of the various state depart—
ments and"agencies and their programs and specifically include the
management of the tideland leasing program. While the United
States Constitution prevents the state from discriminating in 1Its
delivery of services to nonresidents, the Constitution does not
prevent the state from charging nonresidents a differential that
compensates the state for the costs and expenses that nonresidents
impose on state government.

* Sec. 2. AS 38.05.082(c) 1s amended to read:

©) A lease for set net fishing may be issued for any
period not exceeding 10 years. |If the commissioner determines
that the land is not being utilized for the purpose for which

the lease 1is 1issued, the lease may be declared void. The



director shall establish a [REASONABLE] rental fee for the
lease to nonresidents of the state that is[,] equal to

$ plus the administrative costs involved in

processing the leasehold applications. The rental fee for
residents of the state is $100.00 plus one-fifth of the
administrative <costs involved in processing the leasehold

applications.
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4 STEVE COWPER, GOVERNOR

DEPARTMENT OF NATURAL RESOURCES 3601 C STREET
RO. BOX 107005

DIVISION OFLANDAND WATER MANAGEMENT PHON T (00 oL 2000 01008

February 9, 1990

The Honorable Fred Zharoff
Alaska State Legislature
P.O. Box V

Juneau, Alaska 99811

Re: SB 205
Dear Senator Zharoff:

Recently, you received a letter dated January 19, 1990, from G.
Thomas Koester of the Department of Law, Office of the Attorney
General, regarding Senate Bill 205 (SB 205), a bill which you
sponsored. As indicated by Mr. Koester in the January 19 letter,
the Division of Land and -Water Management of the Department of
Natural Resources has recalculated the administrative costs of

the shore fishery lease program. Direct administrative costs for
the shore fishery leasing program in FY 91 are expected to be
$250,000. Based on past fiscal years' revenue streams, 85% of
the total administrative costs, or $212,500 should be defrayed by
the shore fishery lease rental payments. The remaining 15% is
covered by application and plat fees. By FY 91, we expect to

have 1,100 issued leases. At an annual rent of $200, these 1,100
leases would generate the revenue needed to cover these costs.

Enclosed is a work sheet incorporating the Department of Law's
recommended revenue generating and pro rated cost components.
The worksheet contains a revenue generating component of $115.
This is the amount necessary to make the proposal revenue
neutral. It entails raising each resident's annual rental by
$5.00. The additional $5.00 may not be adequate to justify the
additional administrative costs of raising the rent.

In closing, the Division of Land and Water Management is
generally supportive of the intent of Senate Bill 205. We
strongly recommend SB 205 contain administrative flexibility to



The Honorable Fred Zharoff
February 9, 1990
Page 2

adjust rental to cover the costs of running the program. We
certainly appreciate the opportunity to work with you and your
staff on this important piece of legislation.

Cordially,

Gary Gustafson
Director

GG:BS:ref
Enclosure
cc: G. Thomas Koester

Janet Burleson
Veronica Gilbert



February 9, 1990

DEPARTMENT OF NATURAL RESOURCES”

SHORE FISH ANNUAL RENT

RESIDENT NONRESIDENT
$ 115 Revenue Generating $ 115 Revenue Generating
Componentll Component'll
$ + 401/5 of Admin Costs'ad $ + 200 100% of Admin Costs'2
$ 155 $ 315
X 850 No. of Resident X 250 No. of Nonresident
Lessees Lessees
$131,750 Revenue Derived from $78,750 Revenue Derived froin
Residents Nonresidents
Revenue Derived From Resident and Nonresident Lease Rent $210,500

““Revenue generating component is the same for residents and
nonresidents and not discriminatory.

A'Direct administration costs projected for FY 91 to be defrayed by
lease rental of 1,100 lessees is $212,500. Under present rent rate,
total revenue derived is $165,000.
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LEAS ATME AHFAIRS ACENCY
MEMORANDUM December 23, 1988
SUBJECT: Fees for set net sites
(Work Order No. 6-0369)
TO: Senator Fred Zharoff
FROM: Richard A, Bradley-

Legislative Counsel!

The bill enclosed responds to your request.

I may say that we have not reexamined the constitutional
question addressed in the attorney general®s you provided to

us.

I have not defined the term "resident”. As such, the defi—
nition provided at AS 01.10.055. would apply; the section
provides:

Sec. 01.10.055. RESIDENCY. (@) A person establishes
residency in the state by being physically present 1in
the state with the intent to remain in the state indef—
initely and to make a home in the state.

b) A person demonstrates the intent required
under (a) of this section

(1) by maintaining a principal place of abode
in the state for at least 30 days or for a
longer period if a longer period is required
by law or regulation; and

(2) by providing other proof of intent as may
be required by law or regulation, that may
include proof that the person is not claiming
residency outside the state or obtaining
benefits under a claim of residency outside
the state.



Senator Fred Zharoff
Page 2
December 23, 1988

(c) A person who establishes residency in the
state remains a resident during an absence from the
state unless during the absence the person establishes
or claims residency in another state, territory or
country, or performs other acts or is absent under
circumstances that are inconsistent with the intent
required under (&) of this section to remain a resident

of this state.

IT I may be of further assistance, please advise.

Enclosure

RAB:gc
WKG57036



SET NET PERMIT PRICES AS OF JANUARY 31, 1990 AND THE NUMBER OF
NONRESIDENTS HOLDING SET NET PERMITS AS OF DECEMBER 31, 1988.

Average Total Non-
Set Net Permits Value Permits Residents Percentage
Yakutat $ 41, 000 164 29 17.7
Prince William Sound 64, 167 30 3 10.0
Cook Inlet 84, 100 743 83 11.2
Kodiak 96.000 187 39 20.9
Alaska Peninsula 79, 156 113 19 16.8
Bristol Bay 62, 944 941 229 24.3
TOTAL 2,178 402 18.4

Source: Commercial Fisheries Entry Commission



STATE OF ALASKA bill version: SB205
1989 LEGISLATIVE SESSION publish date:  4/7/89
FISCAL NOTE

REQUEST:
Aopty Aledsdt Natural Resources
Title: An act relating to the lease of BRU: Land and Water Management
certain ddeland to nonresidents of the state.
Senator Zharoff Gnpoets

Senate Judiciary Committee
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Page 2
SB 205

The current rental fee for set net leases is $150.00 per year. SB
205 seeks to raise the rental rate for nonresidents to five times
the rate charged to residents, which would equal $750.00 per year.
This would generate $600.00 additional dollars for set net leases
issued to nonresidents. The department estimates there are between

200 and 250 nonresident fishermen with 3et net leases. These
figures are based on statistics from the Commercial Fisheries Entry
Commission®s annual report. Using the conservative estimate of

200, this would generate $120,000 per year.
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REPARTMENT OF NATURAL RESOURCES

OFFICE OF THE COMMISSIONER

March 31, 1989

The Honorable Jan Faiks

Chair
Senate Judiciary Committee
P.0. Box V

Juneau, AK 99811

Dear Senator Faiks:

Subject: Senate Bill 205, an act relating to

tiaeland to nonresidents of the state.

Position: The Department of Natural Resources

STFVE CO"VPEF:, GOVERNOR

400 WIULOUCHSY AVE.
JUNEAU, ALASKA 99S01-1796
PHONE: (907) 465-2400

lease of certain

not opposed to the

concept of this bill; however, there may be constitutional questions

which need to be addressed by the Attorney General.

Background: This bill provides that the rental
leases issued to nonresidents be five times the

for set-net

fee charged to

residents of the state. The lease fee is currently $150 per year.
The set-net lease program is supported through program receipts, and

this amendment will not incur additional costs
Additionally, there will be new revenues generated,

reflected in the attached fiscal note.

Sincerely,

-V — efF*_
Lennie jGorsuch U
Commissioner /
cc.: Senator Fred Zharoff

Senate Judiciary Committee

Denby Lloyd, Special Staff Assistant
Office of the Governor

Bob Evans, Legislative Liaison
Office of the Governor

Gary Gustafson, Director
Division of Land and Water Management

Enclosure

the department.
which are
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Date Referred: May 7, 1990 FURTHER REFERRALS
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The FINANCE Committee considered: CSSB 205 (RESOURCES)

N
N\AWHC':SHSQ NO. 205 (Res) LEASE OF CERTAIN TIDELAND TO NONRESIDENTS -~
"An Act relating to the rental fee charged for shore fisheries leases;

and providing for an effective date." ® 8
o «*

’ ° - |
ECOMMENDATIONS: ] the same title
] be replaced with ] a new title \r ;&

] have attached amendment(s) or e

R
[
[
I\A do pass
[
[
[
[

] do not pass
] no recommendation
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] additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ ] fiscal impact ['JO fiscal note(s) S)t>1] 9£> D A
[ zero fiscal note [ 1 zero fiscal note(s)
zero with analysis [ ] zero fn/analysis
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February 26, 1990

DEPARTMENT OF NATURAL RESOURCES

SHORE FISH ANNUAL RENT

RESIDENT NONRESIDENT
$ 115 Revenue Generating $ 115 Revenue Generating
Component0’ ComponentQ
$ 4 40 1/5 of Adirun Costs®1 $ + 200 100% of Admin Costs3
$ 155 $ 315
X 850 No. of Resident X 250 No. of Nonresident
Lessees Lessees
$131,750 Revenue Derived from $78,750 Revenue Derived from
Residents Nonresidents
Revenue Derived From Resident and Nonresident Lease Rent $210,500

“'Revenue generating component is the same for residents and
nonresidents and net discriminatory.

-

A"Direct administration costs projected for FY 91 to be defrayed by
lease rental of 1,100 lessees is $212,500. Under present rent rate,

total revenue derived is $165,000.
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Offered: 3/5/790 6-0369H
Referred: Finance

Original sponsor(s): SEN. ZHAROFF

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 205 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the rental fee charged for shore
fisheries leases; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. LEGISLATIVE FINDINGS. The legislature finds that the
residents of the state are responsible for the general financial support of
the programs of state government and that the vast majority of support for
the programs of state government comes from taxes and revenue from state-
owned land. To a large extent, those who are nonresidents of the state do
not financially support the programs of state government that provide
services to both residents and nonrestdents within the state. These ser—
vices include the administration of the various state departments and
agencies and their programs and® specifically include the management of the
tideland leasing program. While the United States Constitution prevents
the state from discriminating in its delivery of services to nonresidents,
the Cor3titut:;on does not prevent the state from charging nonresidents a
differential that compensates the state for the costs tnd expenses that
nonresidents impose on state government.

* Sec. 2. AS 38.05.082(c) is amended to read:

(© A lease for set net fishing may be issued for any period n

exceeding 10 years. If the commissioner determines that the land is
not being utilized for the purpose for which the lease 1is issued, the
lease may be declared void. The director shall establish and may
revise a [REASONABLE] rental fee for the lease to nonresidents of the

~jB0205h -1- CSSB 205(Res)

tliiin
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residents

and one-fifth

leasehold

rental

residents

* Sec. 3.

CSS3

205 (Res)

includes

director

applications.
established
and nonresidents.

This Act takes effect

generating
involved
establish
includes
administrative
revenue

revised by

component antl [,
processing
and may rental
generating
involved
generating

director be

leasehold applica-

fee

processing

component of

equal
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SENATE COMMITTEE REPORT

FURTHER
4/26/89 DATE TURNED INTO OFFICE
Mr. President:
FTNAUfi?. 1 Committee considered SB 210

planning for and funding of expansion of and major improvements to the state
transportation system; efd

and recommended

[ 1] replace with CS ) [] same title
[ 1] or adopt CS ) [1] new title
[l technical
[ ] attached amendment(s) and title change
(HB only)
[ 1 letter of intent adopted
] do pass

*23//() cjicd /h |

] do not pass

] no recommendation <r0 o0/ / / ,
] individual recommendations
] further referral to
FISCAL NOTE(S) [ 1 zero [ ] fiscal impact [ ] appropriation no FN
[ T nev; [ ] updated [ 1 previous
[ 1 same as previous fiscal note(s) published
MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS
Chair signature and recommendation

[ 1] Committee Backup attached



SENATE COMMITTEE REPORT

FIRST COMMITTEE OF REFEFRAL (p — Iboo £-

Date of 5-DAY NOTICE A *Ilt, )9%9Y
IN ACCORDANCE WITH UNIFORM RULE 23

FURTHER
**FISCAL NOTE(S) MUST BE ATTACHED
IN ACCORDANCE WITH AS 24.08.035

DATE TURNED INTO OFFICEApr,'/ 1 L [196& 9
3/9/89
Mr. President:

TRSP Committee considered SB 210

planning for and funding of expansion of and major improvements to the
state transportation system; efd

and recommended:

[ ] replace with CS_ S/5 2)0 CTvip) same title
/fefe-'-new title
[ ] attached amendment(s) and A
[ ] letter of intent adopted
] do pass

] do not pass

] no recommendation
individual recommendations

] further referral to

FISCAL NOTE(S) attached [*] zero [ 1 fiscal_impact
appropriation attached [ ] Gov. FN/ifvtroduced w/ bill

OTHR]i/rR C OMJ*"ENDA'f*"QNS’



