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L e g .  F i n a n c e - T I o u s e  6c S e n a t e  F i n a n c e  C o m t e  F i l e s  ( 1 9 9 1 - 1 9 9 2 )  7 1 5 v -



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

2  u n d e r  A S  3 9 . 3 0 . 1 5 0  -  3 9 . 3 0 . 1 8 0  a n d  h a s  t h e  p o w e r s  a n d  d u t i e s  c o n c e r n i n g  t h e  m a n a g e m e n t  a n d

3  i n v e s t m e n t  i n  r e g a r d  t o  t h o s e  r e c e i p t s  t h a t  a r e  p r o v i d e d  u n d e r  A S  1 4 . 2 5 . 1 8 0 .

4  *  S e c .  1 3 .  A S  3 9 . 3 5 . 0 2 0  i s  a m e n d e d  t o  r e a d :

5  S e c .  3 9 . 3 5 . 0 2 0 .  A D M I N I S T R A T I O N .  T h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  i s  r e s p o n s i b l e

6  f o r  t h e  a d m i n i s t r a t i o n  o f  t h e  s y s t e m  a n d  f o r  c a r r y i n g  o u t  t h i s  c h a p t e r .  I n  a d d i t i o n  t h e

7  c o m m i s s i o n e r  s h a l l

8  ( 1 )  m a i n t a i n  t h e  a c c o u n t s  o f  t h e  s y s t e m ;

9  ( 2 )  m a k e  p a y m e n t s  f o r  t h e  v a r i o u s  p u r p o s e s  s p e c i f i e d ;

1 0  ( 3 )  s u b m i t  p e r i o d i c  r e p o r t s  o r  s t a t e m e n t s  o f  a c c o u n t  t h a t  a r e  n e e d e d ;

1 1  ( 4 )  i s s u e  a  s t a t e m e n t  o f  a c c o u n t  t o  a n  e m p l o y e e  r e q u e s t i n g  i t  s h o w i n g  t h e  a m o u n t

1 2  o f  t h e  e m p l o y e e ’ s  c o n t r i b u t i o n s  t o  t h e  s y s t e m ;

1 3  ‘  ( 5 )  a s  s o o n  a s  p o s s i b l e  a f t e r  t h e  c l o s e  o f  e a c h  f i s c a l  y e a r ,  a n d  n o t  l a t e r  t h a n  s i x

1 4  m o n t h s  a f t e r  t h e  c l o s e  o f  e a c h  f i s c a l  y e a r ,  s e n d  t o  t h e  g o v e r n o r ,  t h e  l e g i s l a t u r e ,  a n d  t h e  b o a r d  a n

1 5  a n n u a l  s t a t e m e n t  o n  t h e  o p e r a t i o n s  o f  t h e  s y s t e m  c o n t a i n i n g

1 6  ( A )  a  b a l a n c e  s h e e t ;

1 7  ( B )  a  s t a t e m e n t  o f  i n c o m e  a n d  e x p e n d i t u r e s  f o r  t h e  y e a r ,

1 8  ( C )  a  r e p o r t  o n  a n  a c t u a r i a l  v a l u a t i o n  o f  i t s  a s s e t s  a n d  l i a b i l i t i e s ;

1 9  ( D )  a  s u m m a r y  o f  a s s e t s  h e l d  i n  t h e  p e n s i o n  f u n d  l i s t e d  b y  t h e  c a t e g o r i e s

2 0  o f  i n v e s t m e n t ,  a s  p r o v i d e d  b y  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  [ C O M M I S S I O N E R

2 1  O F  R E V E N U E ] ;

2 2  ( E )  o t h e r  s t a t i s t i c a l  f i n a n c i a l  d a t a  t h a t  a r e  n e c e s s a r y  f o r  a  p r o p e r

2 3  u n d e r s t a n d i n g  o f  t h e  f i n a n c i a l  c o n d i t i o n  o f  t h e  s y s t e m  a n d  t h e  r e s u l t  o f  i t s  o p e r a t i o n s ;

2 4  ( 6 )  e s t a b l i s h  a  p u b l i c  e m p l o y e e s  i e t i r e m e n t  t r u s t  f u n d  i n  w h i c h  t h e  a s s e t s  o f  t h e

2 5  s y s t e m  s h a l l  b e  d e p o s i t e d  a n d  h e l d ;

2 6  ( 7 )  e n g a g e  a n  i n d e p e n d e n t  c e r t i f i e d  p u b l i c  a c c o u n t a n t  t o  c o n d u c t  a n  a n n u a l  a u d i t

2 7  o f  t h e  s y s t e m ’ s  a c c o u n t s  a n d  t h e  a n n u a l  r e p o r t  o f  t h e  s y s t e m ’ s  f i n a n c i a l  c o n d i t i o n  a n d  a c t i v i t y ;

2 8  ( 8 )  r e p o r t  t o  t h e  b o a r d  c o n c e r n i n g  t h e  c o n d i t i o n  a n d  a d m i n i s t r a t i o n  o f  t h e  s y s t e m

2 9  a n d  d i s t r i b u t e  t h e  r e p o r t  t o  t h e  m e m b e r s  o f  t h e  s y s t e m .  t

3 0  *  S e c .  1 4 -  A S  3 9 . 3 5 . 0 8 0  i s  a m e n d e d  t o  r e a d :

3 1  S e c .  3 9 . 3 5 . 0 8 0 .  D U T I E S  O F  T H E  A L A S K A  S T A T E  P E N S I O N  C O R P O R A T I O N
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[ C O M M I S S I O N E R  O F  R E V E N U E ] .  T h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a l  i o n  

[ C O M M I S S I O N E R  O F  R E V E N U E ]  i s  t h e  [ T R E A S U R E R  O F  T H E  S Y S T E M  A N D  T H E ]  

f i d u c i a r y  o f  t h e  f u n d .  T h e  c o r p o r a t i o n  [ C O M M I S S I O N E R ]  h a s  t h e  s a m e  p o w e r s  a n d  d u t i e s  

e s t a b l i s h e d  u n d e r  t h i s  c h a p t e r  i n  r e g a r d  t o  t h e  f u n d  a s  a r e  p r o v i d e d  i n  A S  1 4 . 2 5 . 0 3 5 ( d )  a n d  

1 4 . 2 5 . 1 8 0 .

*  S e c .  1 5 .  A S  3 9 . 5 0 . 2 0 0 ( b )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 5 2 )  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  ( A S  3 7 . 1 0 . 2 1 0 ) .

*  S e c .  1 6 .  A S  4 4 . 2 5 . 0 2 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 2 5 . 0 2 0 .  D U T I E S  O F  D E P A R T M E N T .  T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l

( 1 )  e n f o r c e  t h e  t a x  l a w s  o f  t h e  s t a t e ;

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

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

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

P e n s i o n  C o r p o r a t i o n ;

( 3 )  r e g i s t e r  c a t t l e  b r a n d s ;

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

B e v e r a g e  C o n t r o l  B o a r d ;  a n d

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

w i t h  A S  4 4 . 8 3 . 3 8 6 .

*  S e c .  1 7 .  T R A N S I T I O N .  A l l  l i t i g a t i o n ,  h e a r i n g s ,  i n v e s t i g a t i o n s ,  a n d  o t h e r  p r o c e e d i n g s  p e n d i n g  

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

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

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

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

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

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

e f f e c t  n o t w i t h s t a n d i n g  t h i s  A c t ’ s  t a k i n g  e f f e c t .  R e c o r d s ,  e q u i p m e n t ,  a n d  o t h e r  p r o p e r t y  o f  a g e n c i e s  o f  

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

p r o v i s i o n s  o f  t h i s  A c t .

*  S e e .  1 8 .  O R G A N I Z A T I O N  O F  T R U S T E E S ,  ( a )  N o t w i t h s t a n d i n g  A S  ° 7 . 1 0 . 2 1 0 ( c ) ,  e n a c t e d  b y  

s e c .  2  o f  t h i s  A c t ,  t h e  i n i t i a l  t e r m s  o f  t h e  m e m b e r s ,  o t h e r  t h a n  t h e  c o m m i s s i o n e r  o f  r e v e n u e ,  o f  t h e  b o a r d
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1 o f  t r u s t e e s  o f  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  s h a l l  b e  a s  f o l l o w s :

2  ( 1 )  o n e  e l e c t e d  m e m b e r  a n d  o n e  a p p o i n t e d  m e m b e r  s h a l l  s e r v e  t e r m s  o f  f o u r  y e a r s ;

3  ( 2 )  t w o  e l e c t e d  m e m b e r s  s h a l l  s e r v e  t e r m s  o f  t h r e e  y e a r s ;

4  ( 3 )  o n e  e l e c t e d  m e m b e r  a n d  o n e  a p p o i n t e d  m e m b e r  s h a l l  s e r v e  t e r m s  o f  t w o  y e a r s ;

5  ( 4 )  o n e  e l e c t e d  m e m b e r  a n d  o n e  a p p o i n t e d  m e m b e r  s h a l l  s e r v e  o n e - y e a r  t e r m s .

6  ( b )  T h e  b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  m a y  h o l d  o r g a n i z a t i o n a l

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

S  *  S e c .  1 9 .  A S  3 7 . 1 0 . 2 1 0  a n d  3 7 . 1 0 . 2 3 0  -  3 7 . 1 0 . 3 9 0 ,  e n a c t e d  b y  s e c .  2  o f  t h i s  A c t ,  a n d  s e c .  1 8  o f  t h i s

9  A c t  t a k e  e f f e c t  J u l y  1 ,  1 9 9 1 .

1 0  *  S e c .  2 0 .  E x c e p t  a s  p r o v i d e d  i n  s e c .  1 9  o f  t h i s  A c t ,  t h i s  A c t  t a k e s  e f f e c t  o n  t h e  e a r l i e r  o f  J u l y  1 ,

1 1  1 9 9 2 ,  o r  t h e  d a t e  e s t a b l i s h e d  b y  r e s o l u t i o n  o f  t h e  b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  S t a t e  P e n s i o n

1 2  C o r p o r a t i o n  f o r  t h e  t r a n s f e r  t o  i t  o f  s e c u r i t i e s  a n d  a s s e t s  o f  t h e  r e t i r e m e n t  a n d  b e n e f i t s  f u n d s .  T h e  b o a r d

1 3  s h a l l  p r o m p t l y  p r o v i d e  t h e  r e v i s o r  o f  s t a t u t e s  a n d  t h e  l i e u t e n a n t  g o v e r n o r  w i t h  a  c o p y  o f  t h i s  r e s o l u t i o n .
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I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

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

BY REPRESENTATIVES IILM ER, Koponen, B.Davis

Introduced: 1/21/91 
Referred: S tate Affairs, Finance

A  B I L L  

F O R  A N  A C T  E N T I T L E D

I 1  " A n  A c t  e s t a b l i s h i n g  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n ;  r e l a t i n g  t o  m a n a g e m e n t  a n d

2  i n v e s t m e n t  o f  s t a t e  p e n s i o n  f u n d s  a n d  o t h e r  s t a t e  f u n d s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e

3  d a t e . "

4  B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

5  *  S e c t i o n  1 .  F I N D I N G S .  T h e  l e g i s l a t u r e  f i n d s  t h a t  a f t e r  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  h a s

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

7  r e t i r e m e n t  o r g a n i z a t i o n .  T h i s  o r g a n i z a t i o n  s h o u l d  i n t e g r a t e  t h e  i n v e s t m e n t  o f  p e n s i o n  f u n d s  w i t h

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

9  E l e c t e d  P u b l i c  O f f i c e r s  R e t i r e m e n t  S y s t e m  ( f o r m e r  A S  3 9 . 3 7 ) .  R e t i r e m e n t  b e n e f i t  a d m i n i s t r a t i o n  

1 0  r e s p o n s i b i l i t i e s  s h o u l d  b e  i n t e g r a t e d  i n t o  t h e  c o r p o r a t i o n  w i t h i n  t w o  y e a r s  a f t e r  e n a c t m e n t  o f  t h i s

I I  l e g i s l a t i o n .

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

1 3  A R T I C L E  5 .  A L A S K A  S T A T E  P E N S I O N  C O R P O R A T I O N .

1 4  S e c .  3 7 . 1 0 . 2 1 0 .  A L A S K A  S T A T E  P E N S I O N  C O R P O R A T I O N ,  ( a )  T h e r e  i s  e s t a b l i s h e d

i
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t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n .  T h e  c o r p o r a t i o n  i s  a  p u b l i c  c o r p o r a t i o n  i n  t h e  D e p a r t m e n t  

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

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

a g r e e m e n t  w i t h  t h e  m a n a g e r s  o f  t h o s e  f u n d s .

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

m e m b e r s  o f  t h e  r e t i r e m e n t  s y s t e m s .  N o m i n a t i o n s  m a y  b e  m a d e  b y  t h e  t e a c h e r s ’  r e t i r e m e n t  b o a r d ,  

t h e  p u b l i c  e m p l o y e e s ’  r e t i r e m e n t  b o a r d ,  o r  b y  p e t i t i o n  s i g n e d  b y  a t  l e a s t  1 0  p e r s o n s  e l i g i b l e  t o  

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

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

m a y  b e  e i t h e r  a n  a c t i v e  m e m b e r  o r  r e c e i v i n g  a  b e n e f i t  f r o m  o n e  o f  t h e  r e t i r e m e n t  s y s t e m s .  T h e  

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

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

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

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

m a y  b e  r e a p p o i n t e d  o r  r e e l e c t e d  t o  t h e  b o a r d .

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

f a i l u r e  t o  c o m p l y  w i t h  A S  3 7 . 1 0 . 2 3 0 ,  b y  w r i t t e n  n o t i c e  t o  t h e  t r u s t e e .  A f t e r  a  t r u s t e e  r e c e i v e s  

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

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

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

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

u n e x p i r e d  t e r m  o f  t h e  p e r s o n ’ s  p r e d e c e s s o r .  A  v a c a n c y  o n  t h e  b o a r d  d o e s  n o t  i m p a i r  t h e  

a u t h o r i t y  o f  a  q u o r u m  o f  t h e  b o a r d  t o  e x e r c i s e  a l l  t h e  p o w e r s  a n d  p e r f o r m  a l l  t h e  d u t i e s  o f  t h e  

b o a r d .

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

( g )  F o u r  t r u s t e e s  c o n s t i t u t e  a  q u o r u m  f o r  t h e  t r a n s a c t i o n  o f  b u s i n e s s  a n d  t h e  e x e r c i s e  o f  

t h e  p o w e r s  a n d  d u t i e s  o f  t h e  b o a r d .

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

t h e  t r u s t e e .

( i )  T r u s t e e s  s h a l l  p a r t i c i p a t e  i n  f i n a n c i a l  e d u c a t i o n  t r a i n i n g .

S e c .  3 7 . 1 0 . 2 2 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  B O A R D ,  ( a )  T h e  b o a r d  s h a l l
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1  ( 1 )  h o l d  r e g u l a r  a n d  s p e c i a l  m e e t i n g s  a t  t h e  c a l l  o f  t h e  c h a i r  o r  o f  a t  l e a s t  f o u r

2  m e m b e r s ;

3  ( 2 )  e s t a b l i s h  i n v e s t m e n t  p o l i c i e s  f o r  t h e  f u n d s  f o r  w h i c h  i t  i s  r e s p o n s i b l e  a f t e r

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

5  ( 3 )  s u b m i t  l o n g - r a n g e  a n d  q u a r t e r l y  i n v e s t m e n t  r e p o r t s  t o  t h e  L e g i s l a t i v e  B u d g e t

6  a n d  A u d i t  C o m m i t t e e ;

7  ( 4 )  r e p o r t  t o  t h e  g o v e r n o r ,  t h e  l e g i s l a t u r e ,  a n d  e m p l o y e r s  p a r t i c i p a t i n g  i n  t h e

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

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

1 0  e s t a b l i s h e d  b y  t h e  b o a r d  a n d  e n c l o s e  a  s u m m a r y  o f  t h e  m o s t  r e c e n t  p e r f o r m a n c e  e v a l u a t i o n s  o f

1 1  t h e  f u n d s  m a n a g e d  b y  t h e  c o r p o r a t i o n ;

1 2  ( 5 )  c o n t r a c t  w i t h  e x t e r n a l  p e r f o r m a n c e  e v a l u a t o r s  t o  r e v i e w  t h e  p e r f o r m a n c e  o f

1 3  e a c h  f u n d  f o r  w h i c h  t h e  c o r p o r a t i o n  i s  r e s p o n s i b l e  a n d  r e p o r t  e a c h  y e a r  o n  t h e  f u n d ’ s  c o n d i t i o n

1 4  t o  t h e  b o a r d  o f  t r u s t e e s  a n d  t o  t h e  o t h e r  a p p r o p r i a t e  b o a r d s ;

j 1 5  ( 6 )  e n g a g e  i n d e p e n d e n t  c e r t i f i e d  p u b l i c  a c c o u n t a n t s  t o  p r e p a r e  a n  a n n u a l  a u d i t  o f  I

J 1 6  e a c h  o f  t h e  f u n d s  f o r  w h i c h  t h e  c o r p o r a t i o n  i s  r e s p o n s i b l e  a n d  t o  r e p o r t  t o  t h e  b o a r d  w i t h  t h e

1 7  r e s u l t s  o f  t h e  a u d i t .

1 8  ( b )  T h e  b o a r d  m a y

1 9  ( 1 )  e m p l o y  o u t s i d e  i n v e s t m e n t  a d v i s o r s  t o  r e v i e w  i n v e s t m e n t  p o l i c i e s  a n d  m a k e

2 0  r e c o m m e n d a t i o n s  t o  t h e  b o a r d ;

2 1  ( 2 )  e m p l o y  l e g a l  c o u n s e l ;

2 2  ( 3 )  e n t e r  i n t o  a n  a g r e e m e n t  w i t h  t h e  m a n a g e r  o f  a n o t h e r  s t a t e  f u n d  t o  a s s u m e

2 3  f i d u c i a r y ,  a d m i n i s t r a t i v e ,  o r  m a n a g e m e n t  r e s p o n s i b i l i t i e s  f o r  i n v e s t i n g  t h e  o t h e r  s t a t e  f u n d ;

2 4  ( 4 )  p r o v i d e  f o r  a c t u a r i a l  v a l u a t i o n s  o f  t h e  r e t i r e m e n t  s y s t e m s  a n d  o t h e r  e n t i t i e s

2 5  w h o s e  f u n d s  t h e  b o a r d  m a n a g e s ;

2 6  ( 5 )  d o  a l l  a c t s  n e c e s s a r y ,  c o n v e n i e n t ,  o r  d e s i r a b l e  t o  c a r r y  o u t  t h e  p o w e r s

2 7  e x p r e s s l y  g r a n t e d  o r  n e c e s s a r i l y  i m p l i e d  i n  t h i s  c h a p t e r .

2 8  S e c .  3 7 . 1 0 . 2 3 0 .  C O N F L I C T S  O F  I N T E R E S T ,  ( a )  T r u s t e e s ,  t h e  e x e c u t i v e  d i r e c t o r ,

2 9  i n v e s t m e n t  o f f i c e r s ,  a n d  o t h e r  f i d u c i a r i e s  w h o  a r e  e m p l o y e e s  o f  t h e  c o r p o r a t i o n  a r e  s u b j e c t  t o  t h e

3 0  p r o v i s i o n s  o f  A S  3 9 . 5 0 .  T h e  b o a r d  m a y  d e s i g n a t e  o t h e r  e m p l o y e e s  w h o  a r e  a l s o  s u b j e c t  t o  t h e

3 1  p r o v i s i o n s  o f  A S  3 9 . 5 0 .
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( b )  I f  a  t r u s t e e ,  o f f i c e r ,  o r  e m p l o y e e  o f  t h e  c o r p o r a t i o n  a c q u i r e s ,  o w n s ,  o r  c o n t r o l s  a n  

i n t e r e s t ,  d i r e c t  o r  i n d i r e c t ,  i n  a n  e n t i t y  o r  p r o j e c t  i n  w h i c h  a s s e t s  u n d e r  t h e  c o n t r o l  o f  t h e  

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

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

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

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

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

( c )  F a i l u r e  t o  c o m p l y  w i t h  t h e  r e q u i r e m e n t s  o f  t h i s  s e c t i o n  o r  r e g u l a t i o n s  e n a c t e d  u n d e r  

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

S e c .  3 7 . 1 0 . 2 4 0 .  R E G U L A T I O N S .  T h e  b o a r d  m a y  a d o p t  r e g u l a t i o n s  u n d e r  d i e  A d m i n ­

i s t r a t i v e  P r o c e d u r e  A c t  ( A S  4 4 . 6 2 )  t o  i m p l e m e n t  A S  3 7 . 1 0 . 2 1 0  -  3 7 . 1 0 . 3 9 0 .

S e c .  3 7 . 1 0 . 2 5 0 .  C O M P E N S A T I O N  O F  T R U S T E E S .  T r u s t e e s ,  o t h e r  t h a n  t r u s t e e s  w h o  

a r e  e m p l o y e e s  o f  t h e  s t a t e  o r  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e ,  r e c e i v e  a n  h o n o r a r i u m  o f  $ 1 5 0  

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

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

e n t i t l e d  t o  a d m i n i s t r a t i v e  l e a v e  f o r  s e r v i c e  a s  a  t r u s t e e .  T r u s t e e s  w h o  a r e  e m p l o y e e s  o f  a  p o l i t i c a l  I 

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

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

t r a v e l  e x p e n s e s  a u t h o r i z e d  f o r  b o a r d s  a n d  c o m m i s s i o n s  u n d e r  A S  3 9 . 2 0 . 1 8 0 .

S e c .  3 7 . 1 0 . 2 6 0 .  S T A F F ,  ( a )  T h e  b o a r d  s h a l l  e m p l o y  a n  e x e c u t i v e  d i r e c t o r .  T h e  

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

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

e m p l o y e e s .  T h e  e x e c u t i v e ,  a d m i n i s t r a t i v e ,  a n d  i n v e s t m e n t  f u n c t i o n s  o f  t h e  b o a r d  a r e  v e s t e d  i n  

t h e  e x e c u t i v e  d i r e c t o r  w h o  s e r v e s  u n d e r  t h e  s u p e r v i s i o n  o f  t h e  b o a r d .  W i t h  a p p r o v a l  o f  t h e  

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

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

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

f i r m s  o r  c o r p o r a t i o n s  t h a t  p r o v i d e  s e r v i c e s  t o  t h e  c o r p o r a t i o n .  O f f i c e r s  a n d  e m p l o y e e s  o f  t h e  

c o r p o r a t i o n  a r e  s u b j e c t  t o  A S  3 9 . 5 2 .

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

p e r f o r m a n c e  o f  d u t i e s  i n  t h e  a m o u n t  a n d  w i t h  t h e  s u r e t i e s  a s  r e q u i r e d  b y  t h e  b o a r d .
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1  ( d )  O f f i c e r s  a n d  e m p l o y e e s  o f  t h e  c o r p o r a t i o n  a r e  m e m b e r s  o f  t h e  e x e m p t  s e r v i c e  u n d e r

2  A S  3 9 . 2 5 . 1 1 0 .

3  ( e )  A  d e e d ,  c o n t r a c t ,  o r  o t h e r  d o c u m e n t  t h a t  m u s t  b e  e x e c u t e d  b y  o r  o n  b e h a l f  o f  t h e

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

5  S e c .  3 7 . 1 0 . 2 7 0 .  I N V E S T M E N T  A D V I S O R Y  C O U N C I L .  T h e  b o a r d  s h a l l  a p p o i n t  a n

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

7  M e m b e r s  o f  t h e  c o u n c i l  s h a l l  p o s s e s s  e x p e r i e n c e  a n d  e x p e r t i s e  i n  f i n a n c i a l  i n v e s t m e n t s  a n d

8  p o r t f o l i o  m a n a g e m e n t .

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

1 0  y e a r s .

1 1  ( c )  T h e  b o a r d  s h a l l  e s t a b l i s h  t h e  c o m p e n s a t i o n  o f  m e m b e r s  o f  t h e  c o u n c i l .  M e m b e r s  o f

1 2  t h e  c o u n c i l  a r e  e n t i t l e d  t o  p e r  d i e m  a n d  t r a v e l  e x p e n s e s  a u t h o r i z e d  f o r  b o a r d s  a n d  c o m m i s s i o n s

1 3  u n d e r  A S  3 9 . 2 0 . 1 8 0 .

1 4  ( d )  T h e  c o u n c i l  s h a l l

1 5  ( 1 )  r e v i e w  t h e  i n v e s t m e n t s  m a d e  b y  t h e  b o a r d ;

1 6  ( 2 )  m a k e  r e c o m m e n d a t i o n s  t o  t h e  b o a r d  c o n c e r n i n g  t h e  b o a r d ’ s  i n v e s t m e n t

1 7  p o l i c i e s ,  i n v e s t m e n t  s t r a t e g y ,  a n d  i n v e s t m e n t  p r o c e d u r e s ;

1 8  ( 3 )  a d v i s e  t h e  b o a r d  o n  s e l e c t i o n  o f  p e r f o r m a n c e  c o n s u l t a n t s ,  a u d i t o r s ,  a n d  o n  t h e

1 9  f o r m  a n d  c o n t e n t  o f  a n n u a l  r e p o r t s ;

2 0  ( 4 )  p r o v i d e  o t h e r  a d v i c e  a s  r e q u e s t e d  b y  t h e  b o a r d .

2 1  ( e )  W i t h  a p p r o v a l  o f  t h e  b o a r d ,  t h e  c o u n c i l  m a y  c o n t r a c t  w i t h  o t h e r  s t a t e  a g e n c i e s  t o

2 2  p r o v i d e  i n v e s t m e n t  a d v i c e .

2 3  S e c .  3 7 . 1 0 . 2 8 0 .  I N S U R A N C E .  T h e  c o r p o r a t i o n  s h a l l  p r o t e c t  t r u s t e e d  a s s e t s  a n d  i t s  o w n

2 4  a s s e t s ,  s e r v i c e s ,  a n d  e m p l o y e e s  b y  p u r c h a s i n g  i n s u r a n c e  o r  p r o v i d i n g  f o r  s e l f - i n s u r a n c e  r e t e n t i o n

2 5  i n  a m o u n t s  r e c o m m e n d e d  b y  t h e  e x e c u t i v e  d i r e c t o r  a n d  a p p r o v e d  b y  t h e  b o a r d  t o  c o v e r  t h e  a c t s ,

2 6  i n c l u d i n g  f i d u c i a r y  a c t s ,  e r r o r s ,  a n d  o m i s s i o n s  o f  i t s  b o a r d  m e m b e r s ,  o f f i c e r s ,  e m p l o y e e s ,  a n d

2 7  a g e n t s .  I n s u r a n c e  m u s t  p r o t e c t  t h e  c o r p o r a t i o n  a n d  t h e  s t a t e  f r o m  l i a b i l i t y  t o  o t h e r s  a n d  f r o m  l o s s

2 8  o f  t r u s t e e d  a s s e t s  a n d  a s s e t s  o f  t h e  c o r p o r a t i o n .

2 9  S e c .  3 7 . 1 0 . 2 9 0 .  E X E M P T I O N  F R O M  T A X A T I O N .  T h e  c o r p o r a t i o n  a n d  a l l  p r o p e r t i e s

3 0  a t  a n y  t i m e  o w n e d  b y  i t ,  m a n a g e d  b y  i t ,  o r  h e l d  b y  i t  i n  t r u s t ,  a n d  t h e  i n c o m e  f r o m  t h o s e

3 1  a c t i v i t i e s ,  a r e  e x e m p t  f r o m  a l l  t a x e s  a n d  a s s e s s m e n t s  i n  t h e  s t a t e .  A l l  s e c u r i t y  i n s t r u m e n t s  i s s u e d
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1  b y  t h e  c o r p o r a t i o n  a n d  i n c o m e  f r o m  t h e m  a r e  e x e m p t  f r o m  a l l  t a x e s  a n d  a s s e s s m e n t s  i n  t h e  s t a t e ,

2  i n c l u d i n g  t r a n s f e r  t a x e s .

3 S e c .  3 7 . 1 0 . 3 0 0 .  S U R E T Y  F O R  D E P O S I T S  W I T H  B A N K S .  B a n k s ,  t r u s t  c o m p a n i e s ,

4  s a v i n g s  b a n k s ,  a n d  o t h e r  p e r s o n s  c a r r y  i n g  o n  a  b a n k i n g  b u s i n e s s  a r e  a u t h o r i z e d  t o  g i v e  s u r e t i e s

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

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

7  t h e  c o r p o r a t i o n  o r  i t s  a u t h o r i z e d  a g e n t  a l l  m o n e y  d e p o s i t e d  w i t h  t h e m  b y  t h e  c o r p o r a t i o n  a n d

8  a g r e e d  i n t e r e s t ,  a t  t h e  t i m e s  o r  u p o n  t h e  d e m a n d s  a g r e e d  o n  w i t h  t h e  b a n k s  o r  b a n k i n g

9  i n s t i t u t i o n s .  I n  l i e u  o f  t h e s e  s u r e t i e s ,  a  d e p o s i t o r y  b a n k  o r  o t h e r  b a n k i n g  i n s t i t u t i o n  s h a l l  d e p o s i t

1 0  w i t h  t h e  c o r p o r a t i o n  o r  i t s  a u t h o r i z e d  a g e n t  o r  a  t r u s t e e  a s  c o l l a t e r a l ,  s e c u r i t i e s  a p p r o v e d  b y  t h e

1 1  c o r p o r a t i o n .  T h e  d e p o s i t s  o f  t h e  c o r p o r a t i o n  m a y  b e  e v i d e n c e d  b y  a g r e e m e n t s  i n  t h e  f o r m  a n d

1 2  u p o n  t h e  t e r m s  a n d  c o n d i t i o n s  t h a t  a r e  a g r e e d  u p o n  b y  t h e  c o r p o r a t i o n  a n d  t h e  d e p o s i t o r y  b a n k s

13 o r  b a n k i n g  i n s t i t u t i o n s .

1 4  S e c .  3 7 . 1 0 . 3 1 0 .  L I M I T A T I O N S .  T h e  c o r p o r a t i o n  m a y  n o t  e n g a g e  i n  c o m m e r c i a l  b a n k i n g

1 5  a c t i v i t y  o r  p r i v a t e  t r u s t  a c t i v i t y .  T h e  c o r p o r a t i o n  m a y  n o t  a c t  a s  a  d e p o s i t o r y  o r  t r u s t e e  f o r  a

16 p r i v a t e  p e r s o n ,  a s s o c i a t i o n ,  o r  c o r p o r a t i o n .  T h e  c o r p o r a t i o n  m a y  n o t  a c t  a s  a  l e n d e r  t o  a  p r i v a t e

I

1 7  p e r s o n ,  a s s o c i a t i o n ,  o r  c o r p o r a t i o n  o f  m o n e y  f r o m  a n y  s o u r c e  e x c e p t  s t a t e  f u n d s  u n d e r

1 8  m a n a g e m e n t  b y  t h e  c o r p o r a t i o n .

1 9  S e c .  3 7 . 1 0 . 3 2 0 .  L I A B I L I T Y .  A  l i a b i l i t y  i n c u r r e d  b y  t h e  c o r p o r a t i o n  s h a l l  b e  s a t i s f i e d

2 0  e x c l u s i v e l y  f r o m  t h e  a s s e t s  o r  r e v e n u e  o f  t h e  c o r p o r a t i o n  a n d  a  c r e d i t o r  o r  o t h e r  p e r s o n  m a y  n o t

2 1  h a v e  a  r i g h t  o f  a c t i o n  a g a i n s t  t h e  s t a t e  b e c a u s e  o f  a  d e b t ,  o b l i g a t i o n ,  o r  l i a b i l i t y  o f  t h e

2 2  c o r p o r a t i o n .  A  l i a b i l i t y  o f  t h e  c o r p o r a t i o n  m a y  n o t  b e  s a t i s f i e d  f r o m  t r u s t  a s s e t s  u n l e s s  e x p r e s s l y

2 3  a u t h o r i z e d  b y  l a w .

2 4  S e c .  3 7 . 1 0 . 3 9 0 .  D E F I N I T I O N S .  I n  A S  3 7 . 1 0 . 2 1 0  -  3 7 . 1 0 . 3 9 0 ,  u n l e s s  t h e  c o n t e x t

2 5  o t h e r w i s e  r e q u i r e s ,

2 6  ( 1 )  " b o a r d "  m e a n s  t h e  b o a r d  o f  t r u s t e e s  o f  t h e  c o r p o r a t i o n ;

2 7  ( 2 )  " c o r p o r a t i o n "  m e a n s  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n ;

2 8  ( 3 )  " r e t i r e m e n t  s y s t e m s "  m e a n s  t h e  t e a c h e r s ’  r e t i r e m e n t  s y s t e m ,  t h e  j u d i c i a l

2 9  r e t i r e m e n t  s y s t e m ,  t h e  A l a s k a  N a t i o n a l  G u a r d  a n d  A l a s k a  N a v a l  M i l i t i a  r e t i r e m e n t  s y s t e m ,  a n d

3 0  t h e  p u b l i c  e m p l o y e e s ’  r e t i r e m e n t  s y s t e m .

31 *  S e c .  3. A S  0 6 . 0 5 . 0 2 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :
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1  ( d )  A t  t h e  r e q u e s t  o f  t h e  b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  o r  o f

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

3  s e c t i o n .

4  *  S e c .  4 .  A S  1 4 . 2 5 . 0 3 5 ( d )  i s  a m e n d e d  t o  r e a d :

5  ( d )  T h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  s h a l l  r e p o r t  t o  t h e  b o a r d  c o n c e r n i n g  t h e  c o n d i t i o n

I 6  a n d  a d m i n i s t r a t i o n  o f  t h e  s y s t e m .  T h e  r e p o n s  s h a l l  b e  d i s t r i b u t e d  t o  d i e  m e m b e r s  o f  t h e  s y s t e m .

7  T h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  [ C O M M I S S I O N E R  O F  R E V E N U E ]  s h a l l  p r o v i d e

8  r e p o r t s  t o  t h e  b o a r d  o n  t h e  c o n d i t i o n  a n d  i n v e s t m e n t  p e r f o r m a n c e  o f  t h e  t e a c h e r s ’  r e t i r e m e n t  t r u s t

9  f u n d  i n c l u d i n g  a  s u m m a r y  o f  a n  a n n u a l  e x t e r n a l  p e r f o r m a n c e  r e v i e w .

1 0  *  S e c .  5 .  A S  1 4 . 2 5 . 1 8 0  i s  a m e n d e d  t o  r e a d :

I I  S e c .  1 4 . 2 5 . 1 8 0 .  M A N A G E M E N T  A N D  I N V E S T M E N T  O F  F U N D ,  ( a )  T h e  A l a s k a

1 2  S t a t e  P e n s i o n  C o r p o r a t i o n  [ C O M M I S S I O N E R  O F  R E V E N U E ]  i s  t h e  [ T R E A S U R E R  O F  T H E

1 3  S Y S T E M  A N D  T H E ]  f i d u c i a r y  o f  t h e  f u n d .  I n  m a n a g i n g  t h e  f u n d ,  t h e  A l a s k a  S t a t e  P e n s i o n

1 4  C o r p o r a t i o n  [ C O M M I S S I O N E R  O F  R E V E N U E ]  s h a l l

1 5  ( 1 )  c o n s i d e r  t h e  s t a t u s  o f  t h e  f u n d ’ s  i n v e s t m e n t s  a n d  t h e  s y s t e m ’ s  l i a b i l i t i e s  o n

1 6  b o t h  a  c u r r e n t  a n d  a  p r o b a b l e  f u t u r e  b a s i s ;

1 7  ( 2 )  d e t e r m i n e  t h e  a p p r o p r i a t e  i n v e s t m e n t  o b j e c t i v e s  f o r  t h e  f u n d ;

1 8  ( 3 )  e s t a b l i s h  i n v e s t m e n t  p o l i c i e s  a i m e d  a t  a c h i e v i n g  t h e  o b j e c t i v e s ;  a n d

1 9  ( 4 )  a c t  o n l y  i n  r e g a r d  t o  t h e  b e s t  f i n a n c i a l  i n t e r e s t s  o f  t h e  s y s t e m ’ s  b e n e f i c i a r i e s .

2 0  ( b )  T h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  [ C O M M I S S I O N E R  O F  R E V E N U E ]  m a y

2 1  i n v e s t  t h e  f u n d  o n  t h e  b a s i s  o f  p r o b a b l e  t o t a l  r a t e  o f  r e t u r n  w i t h o u t  r e g a r d  t o  t h e  d i s t i n c t i o n

2 2  b e t w e e n  p r i n c i p a l  a n d  i n c o m e  o r  t o  t h e  g e n e r a t i o n  o f  i n c o m e .

2 3  ( c )  I n  c a r r y i n g  o u t  i n v e s t m e n t  d u t i e s  u n d e r  t h i s  c h a p t e r ,  t h e  A l a s k a  S t a t e  P e n s i o n

2 4  C o r p o r a t i o n  [ C O M M I S S I O N E R  O F  R E V E N U E ]  h a s  t h e  s a m e  p o w e r s  a n d  d u t i e s  i n  r e g a r d  t o

2 5  t h e  t e a c h e r ’ s  r e t i r e m e n t  t r u s t  f u n d  a s  a r e  p r o v i d e d  i n  A S  3 7 . 1 0 . 0 7 1 ,  e x c e p t  t h a t  t h e  s t a n d a r d  o f

2 6  p r u d e n c e  t h a t  t h e  c o r p o r a t i o n  [ C O M M I S S I O N E R ]  m u s t  o b e y  u n d e r  A S  3 7 . 1 0 . 0 7 1 ( c )  s h a l l  b e

2 7  i n  r e g a r d  t o  t h e  m a n a g e m e n t  o f  l a r g e  t r u s t  i n v e s t m e n t s  r a t h e r  t h a n  l a r g e  i n v e s t m e n t s .

2 8  *  S e c .  6 .  A S  2 2 . 2 5 . 0 4 8 ( c )  i s  a m e n d e d  t o  r e a d :

2 9  ( c )  T h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  [ C O M M I S S I O N E R  O F  R E V E N U E ]  i s  t h e

3 0  [ T R E A S U R E R  O F  T H E  S Y S T E M  A N D  T H E ]  f i d u c i a r y  o f  t h e  f u n d  a n d  h a s  t h e  s a m e  p o w e r s

3 1  a n d  d u t i e s  u n d e r  t h i s  s e c t i o n  i n  r e g a r d  t o  t h e  j u d i c i a l  r e t i r e m e n t  t r u s t  f u n d  a s  a r e  p r o v i d e d  i n
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1  A S  1 4 . 2 5 . 1 8 0 .

2  *  S e c .  7 .  A S  2 6 . 0 5 . 2 2 8 ( c )  i s  a m e n d e d  t o  r e a d :

3  ( c )  T h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  [ C O M M I S S I O N E R  O F  R E V E N U E ]  i s  t h e

4  [ T R E A S U R E R  O F  T H E  S Y S T E M  A N D  T H E ]  f i d u c i a r y  o f  t h e  f u n d  a n d  h a s  t h e  s a m e  p o w e r s  ’

5  a n d  d u t i e s  u n d e r  t h i s  s e c t i o n  i n  r e g a r d  t o  t h e  f u n d  a s  a r e  p r o v i d e d  u n d e r  A S  1 4 . 2 5 . 1 8 0 .

6  *  S e c .  8 .  A S  3 6 . 3 0 . 8 5 0 ( b ) ( 1 5 )  i s  a m e n d e d  t o  r e a d :

7  ( 1 5 )  a  c o n t r a c t  t h a t  i s  a  d e l e g a t i o n ,  i n  w h o l e  o r  i n  p a r t ,  o f  i n v e s t m e n t  p o w e r s  h e l d

8  b y  t h e  c o m m i s s i o n e r  o f  r e v e n u e  u n d e r  [ A S  1 4 . 2 5 . 1 8 0 , ]  A S  1 4 . 4 0 . 4 0 0 ,  A S  1 4 . 4 2 . 2 0 0 ,  1 4 . 4 2 . 2 1 0 ,

9  A S  1 8 . 5 6 . 0 9 5 ,  [ A S  2 2 . 2 5 . 0 4 8 ,  A S  2 6 . 0 5 . 2 2 8 , ]  A S  3 7 . 1 0 . 0 7 0 ,  3 7 . 1 0 . 0 7 1 ,  o r  A S  3 7 . 1 4  [ ,  o r

1 0  A S  3 9 . 3 5 . 0 8 0 ] ;

1 1  *  S e c .  9 .  A S  3 6 . 3 0 . 9 9 0 ( 1 )  i s  a m e n d e d  t o  r e a d :

1 2  ( 1 )  " a g e n c y "

1 3  ( A }  m e a n s  a  d e p a r t m e n t ,  i n s t i t u t i o n ,  b o a r d ,  c o m m i s s i o n ,  d i v i s i o n ,

1 4  a u t h o r i t y ,  p u b l i c  c o r p o r a t i o n ,  t h e  A l a s k a  P i o n e e r s ’  H o m e ,  o r  o t h e r  a d m i n i s t r a t i v e  u n i t  o f

1 5  t h e  e x e c u t i v e  b r a n c h  o f  s t a t e  g o v e r n m e n t !

1 6  ( B )  d o e s  n o t  i n c l u d e

1 7  ( i )  [ ,  E X C E P T  F O R ]  t h e  U n i v e r s i t y  o f  A l a s k a !

1 8  i H l  [ , ]  t h e  A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y !

1 9  ( i i i )  t h e  [ A N D ]  A l a s k a  R a i l r o a d  C o i p o r a t i o n ;

2 0  ( i v )  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n :

2 1  ( y )  [ I T  D O E S  N O T  I N C L U D E ]  a  r e g i o n a l  N a t i v e  h o u s i n g

2 2  a u t h o r i t y  c r e a t e d  u n d e r  A S  1 8 . 5 5 . 9 9 6 !  [ , ]  o r

2 3  £ v i )  a  r e g i o n a l  e l e c t r i c a l  a u t h o r i t y  c r e a t e d  u n d e r

2 4  A S  1 8 . 5 7 . 0 2 0 ;

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

2 6  S e c .  3 7 . 1 0 . 0 7 1 .  I N V E S T M E N T  P O W E R S  A N D  D U T I E S ,  ( a )  I n  m a k i n g  i n v e s t m e n t s

2 7  u n d e r  t h i s  s e c t i o n ,  t h e  f i d u c i a r y  o f  a  s t a t e  f u n d  [ C O M M I S S I O N E R  O F  R E V E N U E ]  s h a l l

2 8  ( 1 )  a c t  a s  o f f i c i a l  c u s t o d i a n  o f  c a s h  a n d  i n v e s t m e n t s  b y  s e c u r i n g  a d e q u a t e  a n d  s a f e

2 9  c u s t o d i a l  f a c i l i t i e s  f o r  t h e m ;

3 0  ( 2 )  r e c e i v e  a l l  i t e m s  o f  c a s h  a n d  i n v e s t m e n t s ;

3 1  ( 3 )  c o l l e c t  a n d  d e p o s i t  t h e  p r i n c i p a l  o f  a n d  i n c o m e  f r o m  o w n e d  o r  a c q u i r e d
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1  i n v e s t m e n t s ;

2  ( 4 )  i n v e s t  a n d  r e i n v e s t  t h e  a s s e t s  i n  a c c o r d a n c e  w i t h  t h i s  s e c t i o n ;

3  ( 5 )  r e c e i v e  a n d  s p e n d  a p p r o p r i a t i o n s  t o  c o v e r  t h e  c o s t  o f  t h e  e x e r c i s e  o f  d u t i e s

4  u n d e r  t h i s  s e c t i o n ;

5  ( 6 )  e x e r c i s e  t h e  p o w e r s  o f  a n  o w n e r  w i t h  r e s p e c t  t o  t h e  a s s e t s ;

6  ( 7 )  p e r f o r m  a l l  a c ’ s ,  n o t  p r o h i b i t e d  b y  t h i s  s e c t i o n ,  w h e t h e r  o r  n o t  e x p r e s s l y

7  a u t h o r i z e d ,  t h a t  t h e  f i d u c i a r y  [ C O M M I S S I O N E R ]  c o n s i d e r s  n e c e s s a r y  o r  p r o p e r  i n  a d m i n i s t e r i n g

8  t h e  a s s e t s ;

9  ( 8 )  m a i n t a i n  a c c o u n t i n g  r e c o r d s  i n  a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t e d

1 0  [ I N V E S T M E N T ]  a c c o u n t i n g  p r i n c i p l e s ;

1 1  ( 9 )  e n g a g e  a n  i n d e p e n d e n t  c e r t i f i e d  p u b l i c  a c c o u n t a n t  t o  c o n d u c t  a n  a n n u a l  a u d i t

1 2  o f  t h e  f i n a n c i a l  c o n d i t i o n  a n d  i n v e s t m e n t  t r a n s a c t i o n s ;

1 3  ( 1 0 )  e n t e r  i n t o  a n d  e n f o r c e  c o n t r a c t s  o r  a g r e e m e n t s  c o n s i d e r e d  n e c e s s a r y ,

1 4  c o n v e n i e n t ,  o r  d e s i r a b l e  f o r  t h e  i n v e s t m e n t  p u r p o s e s  o f  t h i s  s e c t i o n ;  a n d

1 5  ( 1 1 )  w h e n  c h o o s i n g  t o  a c q u i r e  o r  d i s p o s e  o f  i n v e s t m e n t s ,  s e c u r e  c o m p e t i t i v e

1 6  n a t i o n a l  o r  i n t e r n a t i o n a l  m a r k e t  r a t e s  o r  p r i c e s ,  o r  t h e  e q u i v a l e n c e  o f  t h o s e  r a t e s  o r  p r i c e s  i n  t h e

1 7  j u d g m e n t  o f  t h e  f i d u c i a r y  [ C O M M I S S I O N E R ] .

1 8  ( b )  U n d e r  t h i s  s e c t i o n ,  t h e  f i d u c i a r y  o f  a  s t a t e  f u n d  o r  t h e  f i d u c i a r y ’ s

1 9  [ C O M M I S S I O N E R  O R  T H E  C O M M I S S I O N E R ’ S ]  d e s i g n e e  m a y

2 0  ( 1 )  d e l e g a t e  i n v e s t m e n t ,  c u s t o d i a l ,  o r  d e p o s i t o r y  a u t h o r i t y  o n  a  d i s c r e t i o n a r y  o r

2 1  n o n d i s c r e t i o n a r y  b a s i s  t o  o f f i c e r s  o r  e m p l o y e e s  o f  t h e  s t a t e  o r  t o  i n d e p e n d e n t  f i r m s ,  b a n k s ,  o r

2 2  t r u s t  c o m p a n i e s ,  b y  d e s i g n a t i o n  t h r o u g h  a p p o i n t m e n t s ,  c o n t r a c t s ,  o r  l e t t e r s  o r  a u t h o r i t y ;

2 3  ( 2 )  a c q u i r e  o r  d i s p o s e  o f  i n v e s t m e n t s  e i t h e r  d i r e c t l y ,  i n d i r e c t l y ,  o r  t h r o u g h

2 4  i n v e s t m e n t  p o o l s  o r  t r u s t s ,  b y  c o m p e t i t i v e  o r  n e g o t i a t e d  a g r e e m e n t s ,  c o n t r a c t s ,  o r  a u c t i o n s ,  i n

2 5  p u b l i c  o r  p r i v a t e  m a r k e t s ;

2 6  ( 3 )  c o n c e n t r a t e  o r  d i v e r s i f y  i n v e s t m e n t s  a s  t h e  f i d u c i a r y  [ C O M M I S S I O N E R ]

2 7  c o n s i d e r s  a p p r o p r i a t e  t o  i n c r e a s e  t h e  p r o b a b l e  t o t a l  r a t e  o f  r e t u r n  o r  t o  d e c r e a s e  t h e  o v e r a l l

2 8  e x p o s u r e  t o  p o t e n t i a l l y  a d v e r s e  m a r k e t  v a l u e  r i s k s ;

2 9  ( 4 )  p r o t e c t  t h e  m a r k e t  v a l u e  o r  t h e  r a t e  o f  r e t u r n  o f  t h e  i n v e s t m e n t s  b y  e n t e r i n g

3 0  i n t o  f o r w a r d  a g r e e m e n t s  t o  b u y  o r  s e l l  a s s e t s  a t  a  f u t u r e  d a t e  a s  a  h e d g e  a g a i n s t  e x i s t i n g  h e l d

3 1  a s s e t s  o r  a s  a  p r e c o m m i t m e n t  o f  f u t u r e  c a s h  f l o w s ;
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( 5 )  l e n d  a s s e t s ,  u n d e r  a n  a g r e e m e n t  a n d  f o r  a  f e e ,  g a i n s t  d e p o s i t e d  c o l l a t e r a l  o f  

e q u i v a l e n t  m a r k e t  v a l u e ;

( 6 )  b o r r o w  a s s e t s  o n  a  s h o r t - t e r m  b a s i s ,  u n d e r  a n  a g r e e m e n t  a n d  f o r  a  f e e ,  a g a i n s t  

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

i n v e s t m e n t  n e e d s ;

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

o r  n o m i n e e s  a u t h o r i z e d  b y  t h e  f i d u c i a r y  [ C O M M I S S I O N E R ] ;

( 8 )  u t i l i z e  c o n s u l t a n t s ,  a d v i s o r s ,  c u s t o d i a n s ,  i n v e s t m e n t  s e r v i c e s ,  a n d  l e g a l  c o u n s e l  

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

w i t h o u t  c o m p e n s a t i o n ;

( 9 )  d e c l a r e  r e c o r d s  t o  b e  c o n f i d e n t i a l  a n d  e x e m p t  f r o m  A S  0 9 . 2 5 . 1 1 0  a n d  

0 9 . 2 5 . 1 2 0  i f  t h e  r e c o r d s  c o n t a i n  i n f o r m a t i o n  t h a t  d i s c l o s e s  t h e  p a r t i c u l a r s  o f  t h e  b u s i n e s s  o r  t h e  

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

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

t h e  f i d u c i a r y  o f  a  s t a t e  f u n d  [ C O M M I S S I O N E R ]  s h a l l  e x e r c i s e  t h e  j u d g m e n t  a n d  c a r e  u n d e r  

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

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

p u r p o s e  o f  t h e  f u n d ,  t h e  i n v e s t m e n t  o b j e c t i v e s ,  t h e  c o n t i n u i n g  d i s p o s i t i o n  o f  t h e  f u n d ’ s  

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

W i t h  r e s p e c t  t o  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n ,  t h e  f i d u c i a r i e s  o f  t h e  c o r p o r a t i o n  

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

b e s t  i n t e r e s t  o f  t h e  f u n d s  e n t r u s t e d  t o  t h e m  a n d  o f  t h e  b e n e f i c i a r i e s  o f  t h o s e  f u n d s .  T h e  

t r u s t e e s  m a y  n o t  m a k e  o r  a u t h o r i z e  i n v e s t m e n t  d e c i s i o n s  o r  t h e  v o t i n g  o f  s h a r e s  f o r  a  

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

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

t h e  f i d u c i a r y  o r  t h e  f i d u c i a r y ’ s  [ C O M M I S S I O N E R  O R  A ]  d e s i g n e e  [ O F  T H E  

C O M M I S S I O N E R ]  i s  l i a b l e  f o r  a  b r e a c h  o f  a  d u t y  t h a t  i s  a s s i g n e d  o r  d e l e g a t e d  u n d e r  t h i s  

s e c t i o n ,  o r  u n d e r  A S  1 4 . 2 5 . 1 8 0 ,  A S  1 4 . 4 0 . 4 0 0 ( b ) ,  A S  3 7 . 1 0 . 0 7 0 ,  A S  3 7 . 1 4 . 1 1 0 ( c ) ,  3 7 . 1 4 . 1 6 0 ,  

3 7 . 1 4 . 1 7 0 ,  o r  A S  3 9 . 3 5 . 0 8 0 .  H o w e v e r ,  t h e  f i d u c i a r y  o r  t h e  [ C O M M I S S I O N E R  O R  T H E  

C O M M I S S I O N E R ’ S ]  d e s i g n e e  i s  n o t  l i a b l e  f o r  a  b r e a c h  o f  a  d u t y  t h a t  h a s  b e e n  d e l e g a t e d  t o  

a n o t h e r  p e r s o n  i f  t h e  d e l e g a t i o n  i s  p r u d e n t  u n d e r  t h e  a p p l i c a b l e  s t a n d a r d  o f  p r u d e n c e  s e t  o u t  i n
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1  s t a t u t e  o r  i f  t h e  d u t y  i s  a s s i g n e d  b y  l a w  t o  a n o t h e r  p e r s o n ,  e x c e p t  t o  t h e  e x t e n t  t h a t  t h e  f i d u c i a r y

2  [ C O M M I S S I O N E R ]  o r  d e s i g n e e

3  ( 1 )  k n o w i n g l y  p a r t i c i p a t e s  [ P A R T I C I P A T E ]  i n ,  o r  k n o w i n g l y  u n d e r t a k e s  t o

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

5  t h a t  p e r s o n ’ s  d u t i e s  u n d e r  t h i s  c h a p t e r ;

6  ( 2 )  b y  f a i l u r e  t o  c o m p l y  w i t h  t h i s  s e c t i o n  i n  t h e  a d m i n i s t r a t i o n  o f  s p e c i f i c

7  r e s p o n s i b i l i t i e s ,  e n a b l e s  a n o t h e r  p e r s o n  t o  c o m m i t  a  b r e a c h  o f  d u t y ;  o r

8  ( 3 )  h a s  k n o w l e d g e  o f  a  b r e a c h  o f  d u t y  b y  a n o t h e r  p e r s o n ,  u n l e s s  t h e  f i d u c i a r y

9  [ C O M M I S S I O N E R ]  o r  d e s i g n e e  m a k e s  r e a s o n a b l e  e f f o r t s  u n d e r  t h e  c i r c u m s t a n c e s  t o  r e m e d y  t h e

1 0  b r e a c h .

1 1  ( e )  T h e  s t a t e  s h a l l  d e f e n d  a n d  i n d e m n i f y  t h e  f i d u c i a r y  [ C O M M I S S I O N E R ]  o r  a n  o f f i c e r

1 2  o r  e m p l o y e e  o f  t h e  s t a t e  a g a i n s t  l i a b i l i t y  u n d e r  ( d )  o f  t h i s  s e c t i o n  t o  t h e  e x t e n t  t h a t  t h e  a l l e g e d

1 3  a c t  o r  o m i s s i o n  w a s  p e r f o r m e d  i n  g o o d  f a i t h  a n d  w a s  p r u d e n t  u n d e r  t h e  a p p l i c a b l e  s t a n d a r d  o f

1 4  p r u d e n c e .

1 5  ( f )  I n  t h i s  s e c t i o n ,  " f i d u c i a r y  o f  a  s t a t e  f u n d ”  o r  " f i d u c i a r y "  [ " C O M M I S S I O N E R  O F

1 6  R E V E N U E "  O R  " C O M M I S S I O N E R " ]  m e a n s

1 7  ( 1 )  t h e  c o m m i s s i o n e r  o f  r e v e n u e  f o r  i n v e s t m e n t s  u n d e r  [ A S  1 4 . 2 5 . 1 8 0  O R ]

1 8  A S  3 7 . 1 0 . 0 7 0 ;  [ O R ]

1 9  ( 2 )  w i t h  r e s p e c t  t o  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n ,  f o r  i n v e s t m e n t s

2 0  u n d e r  A S  1 4 . 2 5 . 1 8 0 ,

2 1  ( A )  e a c h  t r u s t e e  w h o  s e r v e s  o n  t h e  c o r p o r a t i o n ’ s  b o a r d  o f  d i r e c t o r s ;

2 2  ( B )  e a c h  o f f i c e r  o f  t h e  c o r p o r a t i o n ;  a n d

2 3  ( C )  a n y  o t h e r  p e r s o n  w h o  e x e r c i s e s  c o n t r o l  o r  a u t h o r i t y  w i t h  r e s p e c t

2 4  t o  m a n a g e m e n t  o r  d i s p o s i t i o n  o f  a s s e t s  h e l d  b y  t h e  c o r p o r a t i o n  o r  w h o  g i v e s

2 5  i n v e s t m e n t  a d v i c e  t o  t h e  c o r p o r a t i o n :  o r

2 6  ( 3 )  t h e  p e r s o n  o r  b o d y  p r o v i d e d  b y  l a w  t o  m a n a g e  t h e  i n v e s t m e n t s ,  f o r

2 7  i n v e s t m e n t s  n o t  s u b j e c t  t o  A S  1 4 . 2 5 . 1 8 0  o r  A S  3 7 . 1 0 . 0 7 0 .

2 8  *  S e c .  1 1 .  A S  3 9 . 2 5 . 1 1 0 ( 1 1 )  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b p a r a g r a p h  t o  r e a d :

2 9  ( G )  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n ;

3 0  *  S e c .  1 2 .  A S  3 9 . 3 5 . 0 2 0  i s  a m e n d e d  t o  r e a d :

3 1  S e c .  3 9 . 3 5 . 0 2 0 .  A D M I N I S T R A T I O N .  T h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  i s  r e s p o n s i b l e
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1  f o r  t h e  a d m i n i s t r a t i o n  o f  t h e  s y s t e m  a n d  f o r  c a r r y i n g  o u t  t h i s  c h a p t e r .  I n  a d d i t i o n  t h e

2  c o m m i s s i o n e r  s h a l l

3  ( 1 )  m a i n t a i n  t h e  a c c o u n t s  o f  t h e  s y s t e m ;

4  ( 2 )  m a k e  p a y m e n t s  f o r  t h e  v a r i o u s  p u r p o s e s  s p e c i f i e d ;

5  ( 3 )  s u b m i t  p e r i o d i c  r e p o r t s  o r  s t a t e m e n t s  o f  a c c o u n t  t h a t  a r e  n e e d e d ;

6  ( 4 )  i s s u e  a  s t a t e m e n t  o f  a c c o u n t  t o  a n  e m p l o y e e  r e q u e s t i n g  i t  s h o w i n g  t h e  a m o u n t

7  o f  t h e  e m p l o y e e ’ s  c o n t r i b u t i o n s  t o  t h e  s y s t e m ;

8  ( 5 )  a s  s o o n  a s  p o s s i b l e  a f t e r  t h e  c l o s e  o f  e a c h  f i s c a l  y e a r ,  a n d  n o t  l a t e r  t h a n  s i x

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

1 0  a n n u a l  s t a t e m e n t  o n  t h e  o p e r a t i o n s  o f  t h e  s y s t e m  c o n t a i n i n g

1 1  ( A )  a  b a l a n c e  s h e e t ;

1 2  ( B )  a  s t a t e m e n t  o f  i n c o m e  a n d  e x p e n d i t u r e s  f o r  t h e  y e a r ;

1 3  ( C )  a  r e p o r t  o n  a n  a c t u a r i a l  v a l u a t i o n  o f  i t s  a s s e t s  a n d  l i a b i l i t i e s ;

J  4  ( D )  a  s u m m a r y  o f  a s s e t s  h e l d  i n  t h e  p e n s i o n  f u n d  l i s t e d  b y  t h e  c a t e g o r i e s

1 5  o f  i n v e s t m e n t ,  a s  p r o v i d e d  b y  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  [ C O M M I S S I O N E R

1 6  O F  R E V E N U E ] ;

1 7  ( E )  o t h e r  s t a t i s t i c a l  f i n a n c i a l  d a t a  t h a t  a r e  n e c e s s a r y  f o r  a  p r o p e r

1 8  u n d e r s t a n d i n g  o f  t h e  f i n a n c i a l  c o n d i t i o n  o f  t h e  s y s t e m  a n d  t h e  r e s u l t  o f  i t s  o p e r a t i o n s ;

1 9  ( 6 )  e s t a b l i s h  a  p u b l i c  e m p l o y e e s  r e t i r e m e n t  t r u s t  f u n d  i n  w h i c h  t h e  a s s e t s  o f  t h e

2 0  s y s t e m  s h a l l  b e  d e p o s i t e d  a n d  h e l d ;

2 1  ( 7 )  e n g a g e  a n  i n d e p e n d e n t  c e r t i f i e d  p u b l i c  a c c o u n t a n t  t o  c o n d u c t  a n  a n n u a l  a u d i t

2 2  o f  t h e  s y s t e m ’ s  a c c o u n t s  a n d  t h e  a n n u a l  r e p o r t  o f  t h e  s y s t e m ’ s  f i n a n c i a l  c o n d i t i o n  a n d  a c t i v i t y ;

2 3  ( 8 )  r e p o r t  t o  t h e  b o a r d  c o n c e r n i n g  t h e  c o n d i t i o n  a n d  a d m i n i s t r a t i o n  o f  t h e  s y s t e m

2 ^  a n d  d i s t r i b u t e  t h e  r e p o r t  t o  t h e  m e m b e r s  o f  t h e  s y s t e m .

2 5  *  S e c .  1 3 .  A S  3 9 . 3 5 . 0 8 0  i s  a m e n d e d  t o  r e a d :

2 6  S e c .  3 9 . 3 5 . 0 8 0 .  D U T I E S  O F  T H E  A L A S K A  S T A T E  P E N S I O N  C O R P O R A T I O N

2 7  [ C O M M I S S I O N E R  O F  R E V E N U E ] .  T h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n

2 8  [ C O M M I S S I O N E R  O F  R E V E N U E ]  i s  t h e  [ T R E A S U R E R  O F  T H E  S Y S T E M  A N D  T H E ]

2 9  f i d u c i a r y  o f  t h e  f u n d .  T h e  c o r p o r a t i o n  [ C O M M I S S I O N E R ]  h a s  t h e  s a m e  p o w e r s  a n d  d u t i e s

3 0  e s t a b l i s h e d  u n d e r  t h i s  c h a p t e r  i n  r e g a r d  t o  t h e  f u n d  a s  a r e  p r o v i d e d  i n  A S  1 4 . 2 5 . 0 3 5 ( d )  a n d

3 1  1 4 . 2 5 . 1 8 0 .

HB 37 -12- HB0037a
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1  *  S e c .  14. A S  3 9 . 5 0 . 2 0 0 ( b )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

2  ( 5 2 )  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  ( A S  3 7 . 1 0 . 2 1 0 ) .

3  *  S e c .  1 5 .  A S  4 4 . 2 5 . 0 2 0  i s  a m e n d e d  t o  r e a d :

4  S e c .  4 4 . 2 5 . 0 2 0 .  D U T I E S  O F  D E P A R T M E N T .  T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l

5  ( 1 )  e n f o r c e  t h e  t a x  l a w s  o f  t h e  s t a t e ;

6  ( 2 )  c o l l e c t ,  a c c o u n t  f o r ,  h a v e  c u s t o d y  o f ,  i n v e s t ,  a n d  m a n a g e  a l l  s t a t e  f u n d s  a n d

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

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

9  P e n s i o n  C o r p o r a t i o n ;

1 0  ( 3 )  r e g i s t e r  c a t t l e  b r a n d s ;

1 1  ( 4 )  s u p p l y  n e c e s s a r y  c l e r i c a l  a n d  a d m i n i s t r a t i v e  s e r v i c e s  f o r  t h e  A l c o h o l i c

1 2  B e v e r a g e  C o n t r o l  B o a r d ;  a n d

1 3  ( 5 )  i n v e s t  a n d  m a n a g e  t h e  b a l a n c e  o f  t h e  p o w e r  d e v e l o p m e n t  f u n d  i n  a c c o r d a n c e

1 4  w i t h  A S  4 4 . 8 3 . 3 8 6 .

1 5  *  S e c .  1 6 .  T R A N S I T I O N .  A l l  l i t i g a t i o n ,  h e a r i n g s ,  i n v e s t i g a t i o n s ,  a n d  o t h e r  p r o c e e d i n g s  p e n d i n g
i

1 6  u n d e r  a  l a w  a m e n d e d  o r  r e p e a l e d  b y  t h i s  A c t ,  o r  i n  c o n n e c t i o n  w i t h  f u n c t i o n s  t r a n s f e r r e d  b y  t h i s  A c t ,

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

1 8  p r o v i d e d  f o r  i n  t h i s  A c t .  O r d e r s  a n d  r e g u l a t i o n s  i s s u e d  o r  a d o p t e d  u n d e r  a u t h o r i t y  o f  a  l a w  a m e n d e d

1 9  o r  r e p e a l e d  b y  t h i s  A c t  r e m a i n  i n  e f f e c t  f o r  t h e  t e r m  i s s u e d ,  o r  u n t i l  r e v o k e d ,  v a c a t e d ,  o r  o t h e r w i s e

2 0  m o d i f i e d  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  A c t .  A l l  c o n t r a c t s ,  r i g h t s ,  l i a b i l i t i e s  a n d  o b l i g a t i o n s  c r e a t e d  b y  o r

2 1  u n d e r  a  l a w  a m e n d e d  o r  r e p e a l e d  b y  t h i s  A c t ,  a n d  i n  e f f e c t  o n  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  r e m a i n  i n

2 2  e f f e c t  n o t w i t h s t a n d i n g  t h i s  A c t ’ s  t a k i n g  e f f e c t .  R e c o r d s ,  e q u i p m e n t ,  a n d  o t h e r  p r o p e r t y  o f  a g e n c i e s  o f

2 3  t h e  s t a t e  w h o s e  f u n c t i o n s  a r e  t r a n s f e r r e d  u n d e r  t h i s  A c t  s h a l l  b e  t r a n s f e r r e d  c o m m e n s u r a t e  w i t h  t h e

2 4  p r o v i s i o n s  o f  t h i s  A c t .

2 5  *  S e c .  1 7 .  O R G A N I Z A T I O N  O F  T R U S T E E S ,  ( a )  N o t w i t h s t a n d i n g  A S  3 7 . 1 0 . 2 1 0 ( c ) ,  e n a c t e d  b y

2 6  s e c .  2  o f  t h i s  A c t ,  t h e  i n i t i a l  t e r m s  o f  t h e  m e m b e r s ,  o t h e r  t h a n  t h e  c o m m i s s i o n e r  o f  r e v e n u e ,  o f  t h e  b o a r d

2 7  o f  t r u s t e e s  o f  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  s h a l l  b e  a s  f o l l o w s :

2 8  ( 1 )  o n e  e l e c t e d  m e m b e r  a n d  o n e  a p p o i n t e d  m e m b e r  s h a l l  s e r v e  t e r m s  o f  f o u r  y e a r s ;

2 9  ( 2 )  o n e  e l e c t e d  m e m b e r  a n d  o n e  a p p o i n t e d  m e m b e r  s h a l l  s e r v e  t e r m s  o f  t w o  y e a r s ;

3 0  ( 3 )  o n e  e l e c t e d  m e m b e r  a n d  o n e  a p p o i n t e d  m e m b e r  s h a l l  s e r v e  o n e - y e a r  t e r m s .

3 1  ( b )  T h e  b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  S t a t e  P e n s i o n  C o r p o r a t i o n  m a y  h o l d  o r g a n i z a t i o n a l

HB0037a -13-
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1  m e e t i n g s  a s  s o o n  a s  a  q u o r u m  o f  t h e  b o a r d  h a s  b e e n  a p p o i n t e d  t o  o r  s e l e c t e d  f o r  t h e  b o a r d .

2  *  S e c .  1 8 .  A S  3 7 . 1 0 . 2 1 0  a n d  3 7 . 1 0 . 2 3 0  -  3 7 . 1 0 . 3 9 0 ,  e n a c t e d  b y  s e c .  2  o f  t h i s  A c t ,  a n d  s e c .  1 7  o f  t h i s

3  A c t  t a k e  e f f e c t  J u l y  1 ,  1 9 9 1 .

4  *  S e c .  1 9 .  E x c e p t  a s  p r o v i d e d  i n  s e c .  1 8  o f  t h i s  A c t ,  t h i s  A c t  t a k e s  e f f e c t  o n  t h e  e a r l i e r  o f  J u l y  1 ,

5  1 9 9 2 ,  o r  t h e  d a t e  e s t a b l i s h e d  b y  r e s o l u t i o n  o f  t h e  b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  S t a t e  P e n s i o n

6  C o r p o r a t i o n  f o r  t h e  t r a n s f e r  t o  i t  o f  s e c u r i t i e s  a n d  a s s e t s  o f  t h e  r e t i r e m e n t  f u n d s .  T h e  b o a r d  s h a l l

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

HB 37 -14- HB0037a
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jT  B i l l  V e r s i o n :  C S H B  3 7 ( S T A )

V '  (H) P u b l i s h  D a t e :  2 / 1 9 / 9 . 1

No. 1
STATE OF ALASKA
1991 LEGISLATIVE SESSION

Revision Date: _______________________

Title: Alaska State Pension Corporation

Sponsor Ulmer

Department Affected: R e v e n u e

BRU: A l a s k a  S t a t e  P e n s i o n  C o r p .

Component:____________________________________

Requestor House State Affaire

Expenditures/Revenues: (Thousands of Dollars)

C om ponent Seria l No-

O P E R A T I N G F Y  92 F Y  93 F Y  94 F Y  95 F Y  96 F Y  97

P E R S O N A L  SERVICES

T R A V E L .

C O N T R A C T U A L
•

SUPPLIES

E Q U I P M E N T

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

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

M I S C E L L A N E O U S 9,846.2 19,692.4 19,692.4 19.692.4 19,692.4 19,692.4

T O T A L  O P E R A T I N G 9,846.2 . 19,692.4 19,692.4 19,692.4 19,692.4 19,692.4

C A P I T A L

T V E N U E

FUNDI N G :  Thousands of Dollars

G E N E R A L  F U N D

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

O T H E R 9.846.2 19,692.4 19,692.4 19,692.4 19,692.4 19,692.4

T O T A L  _ 9,846.2 19,692.4 19,692.4 19,692.4 19,692.4 19.692.4

POSITIONS:

FULL-TIME

PART-TIME

T E M P O R A R Y

Estimate of current year impact: None

Prepared by: Milton B. Barker 

Division: Treasury
Phone: 465-2350

Date:

Approved by Commissioner: 

Agency: R evenue______

Distribution by preparer: Legislative Finance, Legislative Sponsor, Requestor, O M B ,  &  Impacted Agency(ies).

Rev 10/90 page 1 of I
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STATE GF ALASKA 
1991 LEGISLATIVE SESSION

Revision Date: _________________

■ • sr. » i ■ '

c

F I S C A L  N O T E
N o .  2

C  B i l l  V e r s i o n :  C S H B  3 7  ( S T A )  

.  ( H )  P u b l i s h  D a t e :  2 / 1 9 / 9 1

Title: Alaska State Pension Corporation

Sponsor. Ulmer

Departm ent Affected: Revenue

BRU: Treasury_______________

Component:

R equestor House State Affairs

Expenditures/Revenues: (Thousands o f  Dollars)

C o m p o n e n t  S e r i a l  N o .

f h -1
1 2 1

O PE R A T IN G FY  92 FY  93 F Y  94 FY  95 FY 96 FY  97

PERSONAL SERVICES I

TRAVEL •' .

CONTRACTUAL 1

SUPPLIES 1

1

EQUIPMENT

LAND &  STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS (9,846.2) (19.692.4) (19,692.4) (19,692.4) (19,692.4) (19.692.4)

T O T A L  O PE R A T IN G (9,8462) (19,692.4) (19,692.4) (19,692.4) (19,692.4) (19,692.4)

CAPITAL -

REV EN U E

FUNDING: (Thousands o f  Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER (9,846.2) (19,692.4) (19,692.4) (19,692.4) (19,692.4) (19,692.4)

T O T A L  _ (9,8462) (19,692.4) (19,692.4) (19,692.4) (19,692.4) (19,692.4) J

POSITIONS:

FULL-TIME

PART-TIME

TEM PORARY

Estimate of current year impact: None

ANALYSIS: Alaska State Pension Corporation is assumed to take over retirem ent fund investments January 1, 1992. FY 92 figures 
are half the amounts requested in Treasury’s FY 92 budget for retirement funds. FY  93- 97 are the full amount of FY 92 budget for 
retirement funds.

Prepared by: Milton B. Barker _______________  Phone: 465-2350_______________■

Division: Treasury________________  ^  . D a t e : _____________________ _____________________

Approved by Commissioner. _______  ____________________________________________________________

Agency: R e v e n u e ______________________________________________________________

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OM B, & Impacted Agency(ies).

R' v 10/90 C O M M I T T E E  C O P Y  P a g = _ !_ o f_ L



FISCAL NOTE ( N o . _ 3
B i l l  V e r s i o n :  C S H B  3 7 ( S T A )

( H )  P u b l i s h  D a t e :  2 / 1 9 / 9 1
STATE OF ALASKA 

1991 LEGISLATIVE SESSION

D«parim«ni Aiitciad: A dm in is t ra t io n  
bru: Retirement & Benefits 

comporrna: Retirem ent & Benefits

Revision Dale:
Title: An Act Establishing the A laska State

Pension Corporation_________________
Sponsor: U lm e r _____________________________

Requester.___________  _____ COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 92 FY 93 R
Personal Services
Travel
Contractua l
Supplies
Equipment
Land & Structures
G rants, Claims
M iscellaneous
TOTAL OPERATING

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
General Funds 
Federal Funds 
Other
TOTAL

POSITIONS
Full-T ime
Part-T ime
Temporary

Estimate o f cu rren t yea r impact:

ANALYSIS : (attach a separate page if necessary)
There is no measurable fiscal impact to the D ivision from this bill

Prepared By: Gary M. Bader, Director
D iv is io n : Retirement and B e n e f i t

Approved By Comm issioner: [/]/1 Uv\ —  \x
Agency: ' A dm in is t ra t io n

D istribution (by prepare r): Leg is la tive Finance, Leg is la tive Sponso r, Requestor, OMB, Im pacted Agency(les)

Phone
Date:

4 6 5 - 4 4 7 0

Rev 10/90

C O M M I T T E E  C O P Y

i m n .  F i s c a l  N o r e .



A l a s k a  S t a t e  L e g i s l a t u r e
H o u s e  o f  R e p r e s e n t a t i v e s

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

M E M O R A N D U M F e b r u a r y  2 2 , 19 91

TO: Rep. M i k e  Navarre, C o - C h a i r
Rep. E i l e e n  MacLean, C o - C h a i r  
H o u s e  Fir Lttee

FROM: Rep. F ranO t m i e rFROM:

RE: H B  37, an act e s t a b l i s h i n g  the A l a s k a  S ta t e P e n s i o n
C orpo ra ti on ; r e l a t i n g  to m a n a g e m e n t  a nd i n v e s t m e n t  of 
s t a t e  p e n s i o n  funds a n d  o t h e r  s ta te  funds; a nd 
p r o v i d i n g  for an e f f e c t i v e  date.

H B  37 r e p r e s e n t s  t h e  l a t e s t  in seve ra l  a t t em pt s o v e r  t h e  p a s t  
s e v e r a l  y e a r s  to give the  s t a te ' s r e t i r e m e n t  funds g r e a t e r  
security. Today, I b e l i e v e  t h i s  l e g i s l a t i o n  is e s p e c i a l l y  p r u d e n t  
c o n s i d e r i n g  the v o l a t i l e  c o n d i t i o n  of our f i n a nc i al  m a r k e t s  a nd the 
r e c e n t  s p at e  of i n v e s t m e n t  s c a n d a l s  t h a t  h a v e  p u t  p e n s i o n  funds of 
o t h e r  s ta te s a n d  o r g a n i z a t i o n s  in c o n s i d e r a b l e  peril.

T o d a y  t h e  s t a t e  is r e s p o n s i b l e  for o v e r  4 b i l l i o n  d o l l a r s  in 
r e t i r e m e n t  funds t h a t  are m a n a g e d  b y  a s i n g le  person, t he 
C o m m i s s i o n e r  of Revenue. Thi s b i l l  w o u l d  p l a c e  t h o s e  funds u n d e r  
t h e  g u i d a n c e  of the A l a s k a  S t a t e  P e n s i o n  Co rp oration, it's b o a r d  
of t r u s t e e s  and  a p r o f e s s i o n a l  a d v i s o r y  council. A d d i t i o n a l l y ,  I 
b e l i e v e  th is  c o r p o r a t i o n  w i l l  s t r e n g t h e n  o u r  m a n a g e m e n t  of 
r e t i r e m e n t  funds b y  g i v i n g  t h e  m e m b e r s  of t h e s e  p r o g r a m s  
r ep re s e n t a t i o n .  In t h e  f u t ur e H B  37 m a y  also lead to t he 
i n t e g r a t i o n  of b e n e f i t  a d m i n i s t r a t i o n  w i t h  i n v e s t m e n t  duties.

D i s t r i c t  4 B  —  J u n e a u  

P . O .  B o x  V  •  J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 1 0 0  •  ( 9 0 7 ) 4 6 5 - 4 9 4 7



F e b r u a r y  22, 1991 
Pa g e Two

The A l a s k a  State P e n s i o n  C o r p o r a t i o n

1) is a p u b l i c  c o r p o r a t i o n  e s t a b l i s h e d  to m a n a g e  t h e  PERS, T R S , SBS 
J u d i c i a l  and M i l i t a r y  r e t i r e m e n t  s y s t e m  funds a n d  o t h e r  s tate 
f u n d s , u p o n  a g r e e m e n t .

2) a l l o w s  for b e n e f i c i a r y  a n d  e m p l o y e r  r e p r e s e n t a t i o n  t h r o u g h  a 9 
m e m b e r  b o a r d  of trustees, c o m p o s e d  of: 5 e l e c t e d  mem be rs , 2 s ea t s 
n o m i n a t e d  b y  e m p l oy e rs  a nd a p p o i n t e d  b y  t h e  g ov ernor, the 
C o m m i s s i o n e r  of R e v e n u e  a n d  1 a p p o i n t e d  m e m b e r  n o m i n a t e d  b y  t h e  
o t h e r  8 trustees.

3) p r o v i d e s  for an I n v e s t m e n t  A d v i s o r y  Council, c o m p o s e d  of 3 to 
5 pro fe ss io na l s,  t h a t  w o u l d  r e c o m m e n d  i n v e s t m e n t  p ol i ci es , a s s i s t  
in t h e  s e l e c t i o n  of p e r f o r m a n c e  c o n s u l t a n t s  and a d v i s e  o n  t he 
o v er al l financial we ll  b e i n g  of t h e  Corporation.

4) r e q u i r e s  tha t all n a m e d  f i du ci a r i e s  a d h e r e  to t h e  P r u d e n t  
I n v e s t o r  Rul e and t h a t  all a p p l i c a b l e  t r a n s a c t i o n s  f o l l o w  t h e  
G e n e r a l  A c c e p t e d  A c c o u n t i n g  Principals.

5) r e q u i r e s  t h e  b o a r d  to e m p l o y  a nd f ix c o m p e n s a t i o n  for an 
e x e c u t i v e  director. T h e  e x e c u t i v e  d i r e c t o r  m a y  a p p o i n t  employees. 
All a r e  e x em p t from t h e  p e r s o n n e l  code.

6 ) p r o v i d e s  for legislative, executive, m e m b e r  a n d  e m p l o y e r  
o v e r s i g h t  t h r o ug h  r e p o r t i n g  and t h r o u g h  u s e  of o u t s i d e  p e r f o r m a n c e  
e v a l u a t o r s  a nd auditors.

7) T h e  f o l l o wi ng  o r g a n i z a t i o n s  h a v e  e n d o r s e d  t h e  c o n c e p t s  e m b o d i e d  
in t h i s  legislation:

N E A  - A l a s k a
A l a s k a  M u n i c i p a l  L e ag u e
A l a s k a  S ta t e E m p l o ye es  A s s o c i a t i o n
U n i v e r s i t y  of A l a s k a  - F a i r b a n k s
TRS B o a r d  M e m b e r s
PERS B o a r d  M e m b e r s
A A R P  - A l a s k a

T h a n k  y o u  f or y o u r  p r o m p t  c o n s i d e r a t i o n  of t h i s  i m p o r t a n t  
legislation. P l e a s e  c o n t a c t  m y  o f f i c e  if y o u  n e e d  any a d d i t i o n a l  
information.

a : h b 3 7 f i n . m e m

BUT'



M E M O R A N D U M F e b r u a r y  20, 19 9 1

TO: Rep. M i k e  Navarre, C o - c ha ir
Rep. E i l e e n  MacLean, C o - c h a i r  
H o u s e  F i n a n c e  C o m m i t t e e

F R O M : R e p . F r ^ m ^ T m e r

RE: S e c t i o n a l  A n a l y s i s  of H B  37.

T h e  f o l l o w i n g  is a sec t io na l a n a ly si s of H B  37, A n  a ct e s t a b l i s h i n g  
t h e  A l a s k a  S t a t e  P e n s i o n  Corporation; r e l a t i n g  to m a n a g e m e n t  and 
i n v e s t m e n t  of s ta t e p e n s i o n  funds a n d  o t h e r  s t a t e  funds; and 
p r o v i d i n g  for an e f f e c t i v e  date.

S E C T I O N  1/FINDINGS; R e c o m m e n d a t i o n  t h a t  t he A S P C  s h o u l d  i n t e gr a te  
t h e  i n v e s t m e n t  of p e n s i o n  funds w i t h  r e t i r e m e n t  b e n e f i t  
a d m i n i s t r a t i o n  r e s p o n s i b i l i t i e s  for all s ta t e r e l a t e d  p e n s i o n  
funds, i n c l u d i n g  EPORS, w h e n  prudent.

S E C T I O N  2; c r e a t e s  t h e  A l a s k a  State P e n s i o n  Corporation.

Sec. 3 7 . 1 0 . 2 1 0  e s t a b l i s h e s  t he c o r p o r a t i o n  as a p u b l i c  corporation. 
S u b s e c t i o n  (b) sets out t he n i n e  v o t i n g  trustees, four of w h i c h  are 
e l e c t e d  b y  m e m b e r s  of t h e  r e t i r e m e n t  systems, o ne e l e c t e d  fro m the 
s u p p l e m e n t a l  b e n e f i t s  system, two a p p o i n t e d  b y  t h e  g o v e r n o r  from 
a lis t s u b m i t t e d  b y  employers, one a p p o i n t e d  b y  th e g o v e r n o r  af te r 
b e i n g  n o m i n a t e d  b y  t h e  ot he r ei gh t trustees, and t he c o m m i s s i o n e r  
or Revenue. S u b s e c t i o n  (c) sets out s t a g g e r e d  four y e a r  t e r m s  for 
trustees. S u b s e c t i o n s  (d) an d (e)sets out r e m o va l or t r u s t e e s  and 
f i l l i n g  of vacancy. S u b s e c t i o n  (f) (g) a nd (h) set out b o a r d
organiz at io n:  b o a r d  el ects c hair annually, five tr us t e e s
c o n s t i t u t e  a q u o r u m  a nd d e s i g n e e s  are n o t  allowed. S u b s e c t i o n  (i) 
r e q u i r e s  t r u s t e e s  to p a r t i c i p a t e  in financial e d u c a t i o n  training.

Sec. 3 7 . 1 0. 22 0 sets o ut the p o we rs  and d u t i e s  of the board, 
i n c l u d i n g  e s t a b l i s h i n g  i n v e s t m e n t  p o l i c i e s  for t he funds it is 
r e s p o n s i b l e  for, s u b m i t t i n g  i nv es tm en t  r e p o r t s  to t h e  legislature, 
employers, a p p r o p r i a t e  boards, c o n t r a c t i n g  for e x t er na l audits, 
e m p l o y e r s  o u t s i d e  i n v e s t m e n t  advisors, e m p l o y i n g  legal counsel, 
p e r m i t t i n g  t r u s t e e s  to e n t e r  a g r e e me n t to a s s u m e  r e s p o n s i b i l i t y  
for o t h e r  s t a t e  funds u p o n  a g r e e m e n t  w i t h  t h e  m a n a g e r s  of t h os e 
funds.

Sec. 3 7 . 1 0 . 2 3 0  sets out c o n f l i c t  of i n t e r e s t  p r o v i s i o n s  for the 
f i d u c i a r i e s  an d a l l o w s  to d e s i g n a t e  ot h er  st a ff  w h o  m u s t  c o mp ly  
w i t h  t h e s e  provi si on s . U n d e r  thi s section, the b o a r d  shall adopt 
r e g u l a t i o n s  to r e s t r i c t  f i du ci ar ie s and any d e s i g n a t e d  staff, from 
h a v i n g  a s u b s t a n t i a l  in te r e s t  in cor po r at e assets. S u b s e c t i o n  (c) 
i d e n t i f i e s  t h a t  f a i l u r e  to d i s c l o s e  c o n f l i c t s  is g r o u n d s  for 
t e r m i n a t i o n  of employment.



Sec. 3 7 . 1 0 . 2 4 0  e x e m p t s  t h e  b o a r d  from t h e  A D M I N I S T R A T I V E  P R O C E D U R E S  
A c t  b u t  r e q u i r e s  c o m p l i a n c e  w i t h  t h e  O p e n  M e e t i n g s  L aw

Sec. 3 7 . 1 0 . 2 6 0  r e q u i r e s  t h e  b o a r d s  to e m p l o y  and fix the 
c o m p e n s a t i o n  fo r  an e x e c u t i v e  d i r e c t o r  w h o  m u s t  m e e t  q u a l i f i c a t i o n s  
as set in statute. T h e  e x e c u t i v e  d i r e c t o r  m a y  a p p o i n t  e m p l o y e e s  
w i t h  a p p r o v a l  of t h e  board. S u b s e c t i o n  (b) r e q u i r e s  t h e  b o a r d  to 
a d o p t  r e g u l a t i o n s  r e s t r i c t i n g  fro m f i n a n c i a l  i n t e r e s t  in th os e  
c o m p a n i e s  w h i c h  p r o v i d e  s e r v i c e  to t h e  c o r po ra t io n.  A l l  e m p l o y e e s  
ar e e x e m p t  f r o m  t h e  p e r s o n n e l  act b u t  are s u b j e c t  to t h e  et hics 
act.

Sec. 3 7 . 1 0 . 2 7 0  r e q u i r e s  t h e  b o a r d  to a p p o i n t  an i n v e s t m e n t  a d v i s o r y  
c o u n c i l  c o m p o s e d  of at least 3 and n o t  m o r e  t h a n  5 m e m b e r s  w h o  m u s t  
m e e t  q u a l i f i c a t i o n s .  S u b s e c t i o n  (b) s t a g g e r e d  t h r e e  y e a r  terms. 
S u b s e c t i o n  (c) a l l o w s  t h e  b o a r d  t o  e s t a b l i s h  c o m p e n s a t i o n  for 
a d v i s o r y  b o a r d  memb e rs . S u b s e c t i o n  (d) sets o u t  d u t i e s  of th e 
c o u n c i l  t o  i n c l u d e  r e v i e w i n g  investments, r e c o m m e n d i n g  i n v e s t m e n t  
policy, a d v i s i n g  on s e l e c t i o n  of c o n s u l t a n t s  and auditors. 
S u b s e c t i o n  (e) a l l o w s  t h e  c o u n c i l  t o  c o n t r a c t  w i t h  o t h e r  s ta te  
a g e n c i e s  to p r o v i d e  advice.

Sec. 3 7 . 1 0 . 2 8 0  r e q u i r e s  the  b o a r d  to p r o t e c t  a s s e t s  h e l d  in t r u s t  
a n d  its o w n  a s s e t s  , s e r v i c e s  a n d  e m p l o y e e s  b y  p u r c h a s i n g  i n s u r a n c e  
or a r r a n g i n g  for s e l f  insurance.

S e c  3 7 . 1 0 . 2 9 0  p e r m i t s  b a n k s  to g i v e  s u r e t i e s  t o  t h e  c o r p o r a t i o n  or 
to e n t e r  c o l l a t e r a l  a g r e e m e n t s  on a p p r o v e d  securities.

3 7 . 1 0 . 3 0 0  p r o h i b i t s  t h e  c o r p o r a t i o n  f r o m  e n g a g i n g  in c o m m e r c i a l  
b a n k i n g  activity, f r o m  a c t i n g  as a d e p o s i t o r y  or * custee for a 
p r i v a t e  p e r s o n  a n d  f r o m  a c t i n g  as a l e n d e r  to a p r i v a t e  p e r s o n  of 
m o n e y  f r o m  a n y  s o u r c e  o t h e r  t h a n  s t a t e  fu nd  u n d e r  its own 
m a n a g e m e n t .

Sec. 3 7 . 1 0 . 3 1 0  l i mi ts  t h e  s t at es  r e s p o n s i b i l i t y  for l i a b i l i t i e s  of 
the c or po r a t i o n .

Sec. 3 7 . 1 0 . 3 9 0  d e f i n e s  board, c o r p o r a t i o n  an d r e t i r e m e n t  systems.

S E C T I O N  3 A S  0 6 . 0 5 . 0 2 5  A m e n d s  t h e  b a n k i n g  c o d e  t o  a l l o w  t h e  b o a r d  
of t r u s t e e s  o r  t h e  l e g i s l a t i v e  a u d i t o r  to r e q u e s t  an e x a m i n a t i o n  
of t h e  c o r p o r a t i o n  b y  t h e  D i v i s i o n  of Banking, S e c u r i t i e s  and 
C o r p or at i on s.

S E C T I O N  4; s u b s t i t u t e s  t h e  c o r p o r a t i o n  f or t h e  C o m m i s s i o n e r  of 
R e v e n u e  in r e p o r t i n g  on t h e  c o n d i t i o n  of t h e  t e a c h e r ' s  r e t i r e m e n t  
s y s t e m  (TRS) a n d  r e q u i r e s  t he c o r p o r a t i o n  t o  p r o v i d e s  t he T RS b o a r d  
w i t h  a n d  a n n u a l  e x t e r n a l  p e r f o r m a n c e  r e v i e w  of t h e  t r u s t  fund.

S E C T I O N  5; m a k e s  t h e  c o r p o r a t i o n  t h e  f i d u c i a r y  of t h e  TRS fund in 
p l a c e  of t h e  C o m m i s s i o n e r  of Revenue.



S E C T I O N  6; s u b s t i t u t e s  t h e  c o r p o r a t i o n  fo r t h e  c o m m i s s i o n e r  of 
r e v e n u e  in m a n a g e m e n t  of t he j ud ic i a l  r e t i r e m e n t  trust.

S E C T I O N  7; s u b s t i t u t e s  the' c o r p o r a t i o n  for t h e  C o m m i s s i o n e r  of 
R e v e n u e  in m a n a g e m e n t  and i nv es t m e n t  of t h e  A l a s k a  N a t i o n a l  G u a r d  
a n d  A l a s k a  N av al  M i l i t i a  r e t i r e m e n t  fund.

S E C T I O N S  8 A N D  9; e x em pt  t he c o r p o r a t i o n  f r o m  t h e  p r o c u r e m e n t  co de 
b u t  r e q u i r e s  the  b o a r d  of t r u s t e e s  to a d o p t  c o m p a r a b l e  proc ed u re s.

S E C T I O N  10; s u b s t i t u t e s  t he c o r p o r a t i o n  fo r t h e  C o m m i s s i o n e r  of 
R e v e n u e  in t h e  s e c t i o n  t h a t  sets out  t h e  p o w e r s  a n d  d u t i e s  of t he 
f i d u c i a r y  t h a t  inv es t s a nd m a n a g e s  s t a t e  funds. In p a r a g r a p h  (a)
(8) t he bill r e q u i r e  a c c o u n t i n g  r e c o r d s  to b e  k e p t  jn a c c o r d a n c e  
w i t h  g e n e r a l l y  ac ce p te d a c c o u n t i n g  p r in c ip le s.  S u b s e c t i o n  (c) 
r e q u i r e s  t h e  f i d u c i a r y  to e x e r c i s e  t h e  P r u d e n t  I n v e s t o r  Rule. 
S u b s e c t i o n  (e) r e q u i r e s  the state to d e f e n d  a n d  i n d e m n i f y  the 
f i d u c i a r y  if t he f i d u c i a r y  p e r f o r m e d  in g o o d  faith. S u b s e c t i o n  (f) 
d e f i n e s  fi du c i a r y  to include trustee, o f f i c e r  of t h e  c o r p o r a t i o n  
a n d  any  o t h e r  p e r s o n  who e x e r ci se s  c o nt ro l o v e r  c o r p o r a t i o n  assets.

S E C T I O N  11; p l a c e s  em p lo ye es  of t h e  c o r p o r a t i o n  in t h e  e x e mp t
service.

S E C T I O N  12; adds t h e  i nv e st m e n t  and m a n a g e m e n t  of p r o g r a m  r e c e i p t s  
from S u p p l e m e n t a l  B e n e fi t s S y s t e m  (SBS) as a r e s p o n s i b i l i t y  of the 
corporation.

S E C T I O N S  13 and 1 4 ; s ub st i t u t e s  t h e  c o r p o r a t i o n  f o r  the
C o m m i s s i o n e r  of R e v e n u e  in the m a n a g e m e n t  a nd i n v e s t m e n t  o f  p u b l i c  
e m p l o y e e  r e t i r e m e n t  fund ( P E R S ) .

S E C T I O N  15; adds t h e  m e m b e r s  of t h e  A l a s k a  S t a t e  P e n s i o n
C o r p o r a t i o n  to c o v e r a g e  of the c o n f l i c t  of i n t e r e s t  statutes.

S E C T I O N  16; a me nd s t h e  dutie s of t h e  D e p a r t m e n t  of R e v e n u e  to 
r e f l e c t  t he c h a n g e s  m a d e  b y  t h e  bill.

S E C T I O N  17; is a t r a n s i t i o n  section.

S E C T I O N  18; sets out t he initial t e r m s  of t h e  b o a r d  t o  h o l d  
o r g a n i z a t i o n a l  m e e t i n g s  as soon as t h e  q u o r u m  h a s  b e e n  
a p p o i n t e d / e l e c t e d .

S E C T I O N  19; sets J u l y  1, 1991 as t h e  e f f e c t i v e  d a t e  f o r  b o a r d
organization.

S E C T I O N  20; sets J u l y  1, 1992, or a l a t e r  d a t e  e s t a b l i s h e d  by
r e s o l u t i o n  of t h e  trustees, as t h e  e f f e c t i v e  d a t e  f o r  t he 
c o r p o r a t i o n  to b e g i n  m a n a g i n g  and i n v e s t i n g  assets.



DEPARTMENT O F  REVENUE 

POSI T I O N  PAPER

Senate Bill 18 

House Bill 37 

Alaska State P e n sion Corporation

The Department of Revenue supports the basic concepts embodied in this 

legislation for the following reasons:

1. a board to govern investments would improve accountability, public 

visibility, and continuity; and

2. the Department believes the fiduciary responsibility should not 

soley rest with the Commission of Revenue.

Professionalism of the Board

Preferable to an investment advisory council would be the inclusion of a 

minority of investment professionals on the board of the proposed 

corporation. It is difficult to see h o w  exclusion of professionals as board 

members would be in the best interests of beneficiaries, given the fact that 

there is a clearly defined objective of ma x i m i z i n g  investment earnings subject 

to prudence. Inclusion of professionals would seem to be an important edge in 

order to provide competitive investment results.

Legislative Audit stated in their June 19,1989 Special Report on PERS and TRS 

that, "Some members of the board of trustees should have the necessary 

professional skills." Greta Marshall, former Chief Investment Officer of the 

California Public Employees Retirement System, in her September 17, 1990 

comments to the PERS and TRS Boards (enclosed) strongly recommended placing 

professionals on the board. Professionals would be chief investment officers 

or trustees of other institutional investment funds.

Experience seems to indicate a real danger of advisory committees (as an 

avenue for professional input) falling into disuse. The best approach for 

assuring the continuing vitality of a professional component for board 

decision-making is inclusion of such persons on the board.

Integration of Benefits Administration w i t h  Investments

The benefits of integrating pension a dministration with investment need to be 

more clearly identified and considered in light of the resulting loss of focus 

and attention on investments by the board, management, and participants. It 

is questionable whether any possible benefits wo u l d  compare with the potential 

adverse effects on returns on investments of over $4.4 billion.



One of the Department's main concerns in a d v o cating a separate organization 
for investment management has been to increase the visibility of, focus on, 
and attention to investments. For precisely these reasons, the Department 

both sought to extricate investment management from line agency status and 

opposed m i x i n g  it wi t h  the Permanent Fund.

The importance of these concerns is reflected in the fact that many of the 

n a t i o n’s leading institutional investors have been spinning-off their 

investment ma n a g e m e n t  activities into separate organizations. Major banks 

with which the Department is acquainted, such as Citibank, Morgan Guaranty, 

Security Pacific, and Bank of America, have moved the investment management 

function out of their trust departments into separate subsidiaries. As 

indicated in the enclosed news articles, Stanford, Harvard, Princeton, and 

Duke Universities have done likewise. These developments are part of the 
trend during the 1 9 8 0 's in the corporate world to downsize, restructure, and 

spin-off corporate functions to achieve more intensive management focus and 

ultimately profitability. This was a reaction to the unwieldly conglomerates 

created in the 1970's.

Integration does not seem to be required for purpo s e s  of coordinating 

administrative and investment functions. The Department is able to identify 

very little activity that involves joint action or direct interaction of the 

Departments of R e v enue and Administration. Most such activity consists of 

consolidated reporting in the PERS and TRS newsletters, audits, actuarial 

reports, and annual reports. In these areas, c o ordination is achieved as 

required without resorting to organizational amalgamation. The Department of 

Revenue's advice is provided as to two of the several assumptions used in the 

actuary's report— namely, the assumud investment earnings rate and the method 

for valuation of investments. The audit of the retirement systems as a whole, 

done by auditors retained by the Division of R e t i rement and Benefits, relies 

on the audits of investment assets performed b y  the Treasury Division's 

auditors. Regulations recently adopted by the Department of Revenue require 

the submission of v a r ious investment reports as well as an annual oral 

presentation of the reports and investment p olicy to the retirement boards. 

This is and has been the practice. These joint activities are sporadic and do

not require daily or ongoing interaction.

Another prominent, h i g h l y  successful example of the separation of benefit and 

investment m a n a gement organizationally is that of the Department of Revenue's 

Permanent Fund Dividend Division and the Alaska Permanent Fund Corporation.

The one really critical link between the liabilities (benefits) side of the 

systems and the assets (investment) side is the long-range cash flow

projections of the systems done by the systems' actuary. These are performed

annually and included in the actuary's report. As G o rdon S. Harrison stated 

in his September 27, 1990 memorandum,

"(Investment) policies should reflect the characteristics of the fund 

and its participants, such as the size of the fund, promised benefit 

scales, employer and employee contribution rates, liquidity demands by 
retirees, investment returns, and the turnover rate, age profile, life 

expectancies and salary increases of members."

2



The cash flow projections specifically incorporate all of these 
characteristics and are used by the Department to establish investment policy 

for the retirement funds.

Should unforeseen needs arise for coordination, avenues are available to meet 

the needs. Benefits administration is governed through public meetings of the 

retirement boards. The Department of Revenue receives m e e ting agendas and can 

attend the meetings like any public person would, or m ay-be called upon by the 

Department of Administration or the boards to appear. The Department rarely 

has occasion to attend the boards' benefit meetings. Establishment of an 

investment corporation would afford similar access to the Department of 

Administration wi t h  respect to investment matters. Thi s  is in addition to 

direct consultation between the departments w h e n  needed.

DATE: ; ? •  / / •  9 D A T E : o ?  - / /  "' —1 i
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retirement benefits. Additionally, in order to assist municipalities and the Legislature in 
evaluating changes to the retirement systems, fiscal notes accompanying such legislation 
should include an analysis of the fiscal impact on each of the participating municipalities.

2. Separate PERS/TRS Corporation: The League supp<v?-5 the
establishment of a separate corporation for the management and investment of state 
trust funds, including the trust funds of the Public Employees’ Retirement System 
and the Teachers’ Retirement System, insofar as the board of the corporation 
includes representatives of trust beneficiaries and employers. The League urges 
that legislation establishing such a corporation include a provision that foreclosed 
real property held as assets by funds managed by the corporation be subject to 
municipal property taxes.

Alaskan municipalities make over half of all employer contributions to the Pubiic 
Employees’ Retirement System (PERS) and the Teachers’ Retirement System (TRS) and 
are directly affected by the performance of these funds because of the effect fund 
earnings have on employer contribution rates and, thus, on local tax rates. At present, 
both PERS and TRS funds are managed by the Department of Revenue, with the 
Commissioner of the Department as the sole fiduciary.

Creation of a separate corporation would give visibility to and strengthen the trust status 
of these trust funds. It would increase accountability, continuity, and public disclosure for 
the investment management of the funds by establishing a board of directors as fiduciary, 
incorporating professional investment managers and trust administrators, as well as 
representatives of beneficiaries, on the corporation’s board, and providing for the exercise 
of fiduciary powers through the forum of regularly scheduled public meetings rather than 
administrative actions. A corporation would give management the authority to act in a 
timely manner and compete fully with other professional institutional investors. It would 
also allow the trust fund managers to have direct access to various Federal Reserve 
System services, increasing the security, earnings, and efficiency of trust fund investments 
and reducing the costs for intermediary custodian bank services.

In keeping with the League’s general nolicy opposing exemption from taxation of 
foreclosed real property held as assets by state and federal agencies, the League 
supports inclusion of a provision making such assets held by the new corporation subject 
to municipal taxation.

E. GOVERNMENT MANDATES

The League urges passage of legislation that would require a government agency 
unilaterally transferring responsibility foi a program to a municipality or Imposing 
regulations on a municipality to reimburse the municipality for the costs of the 
transferred responsibility or regulations.



Resolution No. 91-8

A RESOLUTION SUPPORTING ESTABLISHMENT OF A 
CORPORATION TO MANAGE STATE TRUST FUNDS

WHEREAS, the Alaska Municipal League has reviewed and considered the 
establishment of a separate corporation for the management of state trust funds, 
including the Public Employees’ Retirement System (PERS) and Teachers’ Retirement 
System (TRS) trust funds, and

WHEREAS, PERS and TRS assets now total over $4 billion and generate $400 
million or more of investment income annually, and

WHEREAS, the amount of income generated by PERS and TRS significantly affects 
employer contribution rates since employee contribution rates are fixed by statute, and

WHEREAS, Alaska municipalities make over half of all employer contributions to 
PERS and TRS, and

WHEREAS, PERS and TRS contribution rates have a direct impact on local tax 
rates, and

WHEREAS, the improvement in investment earnings that can be expected as a 
result of establishing a separate corporation would be of great importance to beneficiaries 
and employers as state petroleum revenues decline because an improvement of only 25 
basis points (.025 percent) would be $10 million, half of which would go to reduce 
municipal employer contributions, thus freeing up $5 million for other municipal 
expenditures or permitting a .3 mill average reduction in property taxes for the typical 
Alaska municipality, and

WHEREAS, a separate corporation would give visibility to and strengthen the trust 
status of the PERS, TRS, and other trust funds, providing a corporate bulwark for the 
management of trust fund assets in the interests of beneficiaries and providing a clear 
mission to management in carrying out fiduciary responsibilities, and

WHEREAS, a separate corporation would increase accountability, continuity, and 
public disclosure for the investment management of the funds by:

1. establishing a board of directors in place of one person as fiduciary;

2. incorporating professional investment managers and trust administrators, 
as well as representatives of beneficiaries, on the corporation’s board; and



3. providing for the exercise of fiduciary powers through the forum of regularly 
scheduled public meetings rather than administrative actions, 
and

WHEREAS, a corporate form would improve trust fund earnings by providing 
management the necessary authority to act in a timely manner and compete fully with 
other professional institutional investors in the dynamic world of financial markets, and

WHEREAS, a corporate form would meet Federal Reserve requirements for direct 
access to various Federal Reserve system services, including safekeeping and clearance 
of U.S. Treasury securities, wire transfers, and warrant redemption activities and direct 
access would significantly increase the security, earnings, and efficiency of trust fund 
investments and reduce the costs for intermediary custodian bank services;

NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal League supports 
introduction, passage, and enactment into law of legislation that would provide for the 
establishment of a separate state corporation which would have, as its sole responsibility, 
the investment management of state trust funds and which would be governed by a 
board of directors that includes professionals in the field of Investment management, 
representatives of trust beneficiaries, and employers.

BE IT FURTHER RESOLVED that the corporation should have the necessary 
independence and authority to fully realize its potential in managing investments, including 
the ability to determine its legal counsel, staff compensation, and procurement and 
administrative procedures and to access Federal Reserve services.

BE IT FURTHER RESOLVED that foreclosed real property held as assets by funds 
managed by the corporation should be subject to municipal property taxes.

Adopted this 16th day of November 1990 in Anchorage, Alaska.

Dorothy A. Jc r̂jes, Pi4£ident

ATTEST:

Scott A. BurgWs, Executive Director

Resolution No. 91-8
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O RG AN I Z A T I O N  A N D  F U N C T I O N

The Department of Revenue, D i v i s i o n  of T r e a s u r y  (Treasury) 
is responsible for, and has sole d i s c r e t i o n  over, the 
prudent investment and m a n a g e m e n t  of the Public Employees' 
R etirement Fu nd  (PERS) and the Teachers' R e t i r e m e n t  Fu nd 

( T R S ) .

Chapter 141, S L A  1988 a m e n d e d  PERS a n d  TRS statutes b y  
designating the funds as r e t i r e m e n t  trust funds and a p p o i n t­
ing the c ommissioner of Revenue as’ treasurer of the r e t i r e­
ment systems and fidu ciary of the funds. Under the amending 
legislation, the c o mmi ssioner of Revenue  shall:

C ons id er  the status of the funds' investments and the 
system's liabilities on b o t h  a current and a p r o b a b l e  
future basis.

2. D e t e r m i n e  the approp r i a t e  i n v e s t m e n t  objectives for the 
f u n d s .

3. E s t a b l i s h  investment p o l icies  a imed at a c h i e v i n g  the 
obj e c t i v e s .

4. A c t  only in r e g a r d  to the b e s t  fi nancial interests of 
the system's beneficiaries.

The a mendm ents also r e p e a l e d  the "legal list" of investments 
the r e t i r e m e n t  funds w e r e  r e s t r i c t e d  to and p l a c e d  u p o n  the 
c o m m i s s i o n e r  of Revenue, or his designee, the r e s p o n s i b i l i t y  
of f und fiduciary. T r e a s u r y  also employes external i n v e s t­
me n t  m a n a g e r s  w h o  m a n a g e  a substa n t i a l  p o rtion of the 
r e t i r e m e n t  funds.

A d d i tionally, there are two boards w h i c h  oversee the a d m i n­
istrative aspects of the r e t i r e m e n t  systems. The P ubli c 
Employees' R e t i r e m e n t  B o a r d  is c ompo s e d  of five members, 
three of w h o m  are members of the Depar t m e n t  of A d m i n i s t r a­
tion p e r s o n n e l  b o a r d  a n d  two w h o  are mem bers of the s y s t e m  
and e l e c t e d  b y  the m e m b e r s h i p  of the system. The Teachers' 
R e t i r e m e n t  B o a r d  consists o f  f i v e  m e m b e r s  appoi n t e d  by the 
governor. B o t h  boards are m o s t l y  admini s t r a t i v e  in nature, 
b e i n g  r e s p o n s i b l e  for g o v e r n i n g  the r e g u l a t o r y  aspects of 
the r e t i r e m e n t  systems.

T h e - A l a s k a  Perma n e n t  F u n d  is managed, by an e xecutive d i r e c­
tor, w h o  reports to a s ix-m ember b o a r d  of trustees a p p o i n t e d  
b y  the governor.

S T A T E  O F  A L A S K A “3“ D IV I S IO N  O F  L E G I S L A T I V E  A U D I T  6 - H . 2 i  Repocl



The UAF Staff Council approved the following at its Meeting #29 on 
December 7, 1990:
MOTION PASSED (unanimous approval)

The UAF Staff Council moves to endorse the following position paper
regarding the PERS/TRS fund:
1. PERS funds should be managed and invested by a separate public 

corporation. This corporation should be developed for the specific 
purpose of managing the investment and benefit administration of 
public pension funds within the state of Alaska.

2. The Corporate Board of Trustees should have fiduciary responsibility 
for the PERS fund and any other public pension fund managed by the 
corporation.

3. The Board should be composed of: elected representatives of the 
beneficiaries of the various funds; the Commissioner of Revenue 
(nonvoting); and gubernatorial appointees from fund employers.
There should be equal representation between employers and 
employees.

4. An Advisory Council of investment experts should be established by 
the Board. The purpose of the Council should be to provide 
information to the Board based on its cumulative expertise in 
Investment matters.

5. The Board should be responsible for hiring an Executive Director for 
the corporation who in turn should hire his/her staff for
administration of operational and Investment matters.

* •

6. Under no circumstances should the PERS funds be co-mingled with 
the Alaska Permanent Dividend Fund.

RATIONALE: PERS funds are currently managed by the
Commissioner of Revenue, a gubernatorial appointee. 
This places the fund in possible jeopardy because of 
political pressure. Fiduciary responsibility for funds of 
this magnitude should not be placed in the hands of just 
one person. The management board for the PERS/TRS 
fund should be separate from the Permanent Fund



O L D E R  V O T E R S

O l d e r  people are generally eager to 

participate in all facets of political life. 
Older persons are often involved in 

registering voters, assisting voters in 

traveling to polls, arid actually conducting 

poll operations on election day. They 

believe in the Eisenhower adage, "Politics 
should be the part-time profession of 
every citizen."

The voter turnout graph illustrates the 

participation rate of four age groups of 
Alaska voters in elections held between 
1980 and 1988.

VOTER TURNOUT GRAPH

PECENT

eo--

40”

W t /
• / .
/

I I I /rr?r~?

2 0 ”

1980 1984 1988

□  11 -24 C 3 J S - 4  4 (23 46-84 H  06 t UP 

Prepared (or AARP by Ejection Data Services

1 9 9 1  A L A S K A  

L E G I S L A T I V E  P R O G R A M

PRIORITIES

HEALTH

* Increase access to appropriate and affordable 
health care for all Alaskans by:
—advocating formulation of a health policy 
for Alaska
—supporting concept of state-mandated 
Insurance for the uninsured 
—seeking legislation and appropriations for 
a comprehensive and coordinated program 
of home-, community-, and institutionally- 
based services throughout the state 
—supporting availability of adequate health 
insurance for all, including those uninsured

ECON O M I C  SECURITY A N D  BUDGET

* Strengthen programs which will provide 
economic security for all Alaskans by:
—supporting legislation to stabilize the 
Longevity Bonus Program 
—advocating recognition of the economic 
and social value of the retirement 
community by supporting programs to 
encourage retirees to remain in Alaska 
—supporting full funding of present 
property tax relief to senior citizen 
homeowners and renters

SUPPORT ITEMS

Support legislation to provide separate*' 
management of public pension funds •. 
Support efforts to improve availability of 
insurance by means of tort reform and/or 
increased regulations consistent with 
adequate consumer protection
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S t a t e  L e g i s l a t i v e  C o m m i t t e e

1991 
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A N C H O R A G E  REGIONAL OFF3CE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE

1411 W. 33RD AVENUE 
ANCHORAGE. ALASKA 99503 

(907) 274-0536
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JUNEAU, ALASKA 99801 

(907) 586-3090

2118 CUSHMAN STREET 
FAIRBANKS. ALASKA 99701 

(907) 456-4435

January 28, 1991

To: Representative Kubina, Chair 
Members; House State A ffairs  Committee

Re: HB 37; An Act establishing the Alaska State Pension 
Corporation; relating to the management and 
investment o f state pension funds and other state 
funds; and providing for an effective date.

NEA-Alaska, representing members of both the TRS and PERS, supports the basic 
concepts contained in this legislation and commends the sponsor for this approach to the 
management of employee pension.

The transfer of this fiduciary responsibility from the Commissioner of Revenue to a 
public corporation will enhance constituent confidence in the integrity and security of 
their vested benefits.

We do have three (3) concerns which we wish to call to the attention of the Committee:

We recommend caution on the plan to assign, within two (2) years, responsibility 
for benefit administration to the ASPC. While it may be appropriate to have such 
a  timeline as a goal it may also be wisr to first attend to the 
management/investment responsibilities and defer the benefit administration to a 
la ter time. Both the TRS and the PERS currently have Boards with extensive 
benefit administration experience. Their present responsibilities in this area should 
continue for the lime being.

We feel very strongly that the composition of the ASPC board of trustees must 
consist of a majority of members who are constituents of the retirement systems. 
Historically, both the TRS and the PERS have been administered by Boards 
comprised primarily of constituent members. The system has worked effectively 
and we feel tha t  it should be continued. Members will have a greater level of 
confidence in a new investment/management system if a majority of the board 
members come from their constituency and th a t  they be both active members and 
those now drawing benefits from the systems.

Another concern which may only need clarification pertains to the language in 
Section 2, page 6, lines 19-23, Sec. 37.10.320. On its surface, this language appears 
to possibly diminish rights guaranteed under Article 12, Section 7 of the Alaska 
Constitution. NEA-Alaska would obviously oppose such a change.



Thank you for your consideration of our position. We look forward to working 
with the Committee on this critical legislation. f??.?!“
Respectfully submitted, ' ^

f 5 ? h

Bob Manners Don Oberg
Executive Director President

cc: Representative Ulmer





A l a s k a  S t a t e  L e g i s l a t u r e
H o u s e  o f  R e p r e s e n t a t i v e s

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

M E M O R A N D U M
March 6, 1991

TQ Rep. Eileen MacLean, Co-chair
Rep. Mike Navarre, Co-chair 
House Fipance Committee

FROM: Rep. F ra ^U fftie ’r

RE: HB 38 and HB 39, Forward Funding for Education

HB 38 creates a "forward funding for education account" which would allow the state to fund 
public education one year in advance. Under the current conditions, school districts do not know 
what the ir funding levels will be until the legislature makes final budget decisions in the late 
spring. By that time, school districts have already passed their deadlines for planning the next 
year's programs and are either issuing lay-off notices or advertising for new positions. Those 
program and staffing decisions are being made without clear knowledge of the district's actual 
ability to obtain necessary funding.

HB 38 would redress this problem by allowing school districts to know state funding levels well 
in advance of their own budget preparation. Program and personnel decisions would enjoy the 
continuity and stability necessary for effective service delivery. There are multiple benefits 
for both municipal government and local school districts that result from being able to 
accomplish program planning with certainty regarding revenues.

HB 39 provides the funds necessary for forward funding by appropriating the balance of the 
general fund at the end of the fiscal year to the forward funding for education account. The 
general fund balance would be appropriated to the forward funding account each year until the 
total amount deposited reaches $700 million. When that goal is reached, school districts would 
begin receiving education funding from the forward funding account for the fiscal year after the 
year in which the goal was reached. The legislature would continue to make annual 
appropriations for public education as part of the normal budget process but those education 
appropriations would be placed in the forward funding account for disbursement at the 
appropriate time. HB 39 provides for the repeal of general fund balance appropriation when 
the total amount of $700 million has been deposited in the forward funding account.

D i s t r i c t  4 B  —  J u n e a u  
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JUNEAU SCHOOL DISTRICT BOARD OF EDUCATION

RESOLUTION #12-89

A RESOLUTION OF THE CITY AND BOROUGH OF JUNEAU SUPPORTING FORWARD FUNDING FOR 
PUBLIC EDUCATION.

WHEREAS, the right to a free education for every child has been universally recognized, and in 
Alaska is mandated by Article VII, Section 1 ot the Alaska State Constitution; and

WHEREAS, education provides the opportunity for reaching personal fulfillment and economic 
seh-sufficiency; and

WHEREAS, to fail to provide that opportunity penalizes not only the individual child, but also the 
society as a whole; and

WHEREAS, Federal revenues for education have become increasingly more unpredictable; and

WHEREAS, current state revenue has been unpredictable and future state oil revenues are 
projected to decrease with the gradual decline of Prudhoe Bay production, making State general fund 
support of public education more difficult and uncertain; and

WHEREAS, dramatic swings in funding for education cause serious disruptions in the delivery of 
educational services to the great detriment of school age children in Juneau; and

WHEREAS, a fund which has been established from lapsed public school foundation and 
construction monies and money from the Judicial decision on Dinkum Sands and North Slope royalty 
cases could provide critically important long-term, stable funding for public education in Alaska.

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF EDUCATION OF THE CITY AND 
* BOROUGH OF JUNEAU, ALASKA:

1. That the Board of Education of the City and Borough of Juneau supports and
endorses HB189 and HB190 creating a "forward fund" for public education in the State of Alaska.

2. That this resolution shall be effective March 21,1989.

Adopted this 21 st day of March, 198&

Attest:

Charlotte Richards, Clerk
'c u j^ y

David Crosby, President
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February 11, 1991

To: Representatives Carney and Lincoln, Co-Chairs 

Members, H ouse H E S S  Committee

Re:

H B  38; '"An A c t  relating to the f o r w a r d  f u n d i n g  for e ducation account; providing f or 

lapse o f  f u n d s  in the public school f o u n d a t i o n  account; a n d  providing f o r  a n  effective 

date."

H B  39; " A n  Act m a k i n g  a  special a p p r o p r i a  ion to the f o r w a r d  f u n d i n g  f o r  education 

account; a n d  providing for a n  effective d a t e "

N E A - A l a s k a  supports and strongly encourages your favorable consideration of H B  38 and H B  39.

With the high probability of a substantial surplus in the state operating budget at the end of the 

current fiscal year, n o w  is the time to establish forward funding of public education in Alaska.

This potential is enhanced even m o r e  by the probability of favorable settlements in various 

litigation disputes over oil tax revenues.

Fo r ward funding is a statement that public education is a real priority in Alaska. It is a 

statement by the Legislature of genuine concern for the future of this State.

With forward funding school district planning will be m o r e  effective. Continuity of essential 
programs and services will be enhanced. Students and their parents will be better able to 

anticipate and plan for their educational future. Employees will find m o r e  stability and 
opportunity in their e m p l o y m e n t  relationships.

W e  strongly encourage that the C o mmittee also give serious thought to incorporating some form 
of an "inflation proofing" m e c h a n i s m  as part of this legislation. Funding for public education 

must keep pace with the rising cost of living. If w e  can "inflation proof" the P ermanent Fund, 
w e  can do it for public education as well.

T h a n k  you for your consideration of our recommendations

Respectfully submitted,

Bob Manners 

Executive Director
D o n  Obcrg 

President

cc: Representative U lmer

"I
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HO USE B ILL NO. 38

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

B Y  R E P R E S E N T A T I V E S  IJLMER, Ellis, Bruckman, Carney, Koponen, B.Davis 

Introduced: 1/21/91

Referred: Health, Education and Social Services, Finance

A BILL 

FO R  AN ACT EN TITLED

1 "A n Act relating to the forw ard  funding for education account; provid ing  for lapse of

2 funds in the public school foundation account; and  providing for an  effective date."

3 BE IT  ENACTED BY T H E  LEG ISLA TU RE O F  TH E STATE O F  ALASKA:

4 * Section 1. AS 14.07 is amended by adding a new section to read:

5 Sec. 14.07.065. FORWARD FUNDING FOR EDUCATION ACCOUNT, (a) The

6 forward funding for education account is established in the general fund. The account consists

7 of
8 (1) appropriations to the account for distribution in designated fiscal years to the

9 public school foundation account under AS 14.17, the school construction account under

10 AS 14.11.100, and elementary and secondary education programs; and

11 (2) undesignated funds lapsed from the public school foundation account, the

12 school construction account, and elementary and secondary education programs.

13 (b) The money in the account may only be distributed to the public school foundation

14 account, the school construction account, and elementary and secondary education programs in

HB0038a -1-
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the fiscal year for which the money was designated except that the legislature may reappropriate 

undesignated funds in the account.

(c) The money in the account shall be transferred to the public school foundation 

account, the school construction account, and elementary and secondary education programs on 

the first day o f the fiscal year for which the money was designated.

(d) Interest received on money in the account shall be accounted for separately and may 

be appropriated into the account annually by the legislature.

(e) The unexpended and unobligated balances o f appropriations for elementary and 

secondary education programs lapse into the account as undesignated funds.

(f) In this section

(1) "account" means the forward funding for education account created under (a) 

o f this section unless the context otherwise requires;

(2) "elementary and secondary education progvams" means the

(A) school district pupil transportation contract reimbursement program

under AS 14.09;

(B) tuition students program;

(C) boarding home grants program;

(D) youth in detention program; and

(E) schools for the handicapped program.

* Sec. 2. AS 14.11.100(d) is amended to read:
(d) M oney in the school construction account which, at the end o f the fiscal year for 

which the money is appropriated, exceeds the amount required for the allocations authorized in 

this section reverts to the fo rw ard  funding  fo r education  accoun t in the general fund as 

undesignated  fun ds.

* Sec. 3. AS 14.17.010(a) is amended to read:
(a) The public school foundation account is established. The account consists o f m oney 

tra n s fe rre d  fro m  the fo rw ard  funding fo r education  accoun t u n d e r AS 14.07.065 a n d  o th er 

appropriations for distribution to school districts, the state boarding school, and for centralized 

correspondence study programs under this chapter.

* Sec. 4. AS 14.17.010 is amended by adding new subsections to read:

(c) The unexpended and unobligated balance remaining in the account at the end of a

H B  38 -2-
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1 fiscal year lapses into the forward funding for education account as undesignated funds.

2 (d) In this section "account" means the public school foundation account created under

3 (a) o f this section unless the context otherwise requires.

4 * Sec. 5. This Act takes effect July 1, 1991.

m m i

-3-
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HO USE B ILL NO. 39

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

B Y  R E P R E S E N T A T I V E S  U L M E R ,  Ellis, Bruckman, Koponen, B.Davis 

Introduced: 1/21/91
Referred: Health, Education and Social Services, Finance 
Funding Information: General Fund $700,000,000

Other Funds -0-
$700,000,000

A BILL
j

FO R  AN ACT ENTITLED

1 "A n Act m aking a special app ropria tion  to the forw ard funding for education  account; and

2 providing for an  effective date."

3 BE IT  ENACTED BY T H E  LEG ISLA TU RE O F T H E  STATE O F ALASKA:

4 * Section 1. Section 20(b), ch. 209, SLA 1990, is amended to read:

5 (b) The am oun t o f the "general fund balance available for appropriation" in the annual

6 financial report prepared by the Department o f Administration under AS 37.05.210(2) for fiscal

7 year 1991 an d  each succeeding fiscal year, not to exceed a to ta l o f $700,000,000. is

8 appropriated from  the general fund to the forw ard  funding fo r  education  account

9 (AS 14.07.065) [BUDGET RESERVE FUND (AS 37.05.540)].

10 * Sec. 2. The appropriation made by sec. 20, ch. 209, SLA 1990, as amended by sec. 1 o f  this Act,

11 is designated for the fiscal year after the fiscal year in which the total amount o f $700,000,000 has been

12 deposited in the forward funding for education account under sec. 1 o f this Act.

13 * Sec. 3. Section 20, ch. 209, SLA 1990, as amended by sec. 1 o f  this Act, is repealed when the total

14 amount o f $700,000,000 has been deposited in the forward funding for education account under sec. 1

HB0039a -1-
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1 of this Act.
2 * Sec. 4. This Act takes effect on the effective date o f an Act creating the forward funding for

3 education account that is passed by the Seventeenth Alaska State Legislature and enacted into law.

H B  39 -2-
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A l a s k a  S t a t e  L e g i s l a t u r e
1 l O l ' S E  O I ? R E P R E S E N T A T I V E S

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

M E M O F A N D U M
March 6, 1991

T Q

FROM:

RE:

HB 38 creates a "forward funding for education account" which would allow the state to fund 
public education one year in advance. Under the current conditions, school districts do not know 
what the ir funding levels will be until the legislature makes final budget decisions in the late 
spring. By that time, school districts have already passed their deadlines for planning the next 
year's programs and are either issuing lay-off notices or advertising for new positions. Those 
program and staffing decisions are being made without clear knowledge o f the district's actual 
ability to obtain necessary funding.

HB 38 would redress this problem by allowing school districts to know state funding levels well 
in advance of their own budget preparation. Program and personnel decisions would enjoy the 
continuity and stability necessary for effective service delivery. There are multiple benefits 
for both municipal government and local school districts that result from being able to 
accomplish program planning with certainty regarding revenues.

HB 39 provides the funds necessary for forward funding by appropriating the balance of the 
general fund at the end of the fiscal year to the forward funding for education account. The 
ger" 'a l fund balance would be appropriated to the forward funding account each year until the 
total amount deposited reaches $700 million. When that goal is reached, school districts would 
begin receiving education funding from the forward funding account for the fiscal year after the 
year in which the goal was reached. The legislature would continue to make annual 
appropriations for public education as part of the normal budget process but those education 
appropriations would be placed in the forward funding account for disbursement at the 
appropriate time. HB 39 provides for the repeal of general fund balance appropriation when 
the total amount of $700 million has been deposited in the forward funding account.

District 4 B  —  J u n e a u  

P.O. B o x  V  • J u n e a u .  A l a s k a  9981I-3I00 • (907) 4 ( 5 5 - 4 9 4 7

Recycled Paper

Rep. Eileen MacLean, Co-chair 
Rep. Mike Navarre, Co-chair 
House Finance Committee

Rep. F ra n id lf j id K '

HB .38 an&HB 39, Forward Funding for Education



JUNEAU SCHOOL DISTRICT BOARD OF EDUCATION

RESOLUTION #12-89

A RESOLUTION OF THE CITY AND BOROUGH OF JUNEAU SUPPORTING FORWARD FUNDING FOR 
PUBLIC EDUCATION.

WHEREAS, the right to a free education for every child has been universally recognized, and in 
Alaska is mandated by Article VII, Section 1 of the Alaska State Constitution; and

WHEREAS, education provides the opportunity for reaching personal fulfillment and economic 
self-sufficiency; and

WHEREAS, to fail to provide that opportunity penalizes not only the individual child, but also the 
society as a whole; and

WHEREAS, Federal revenues for education have become increasingly more unpredictable; and

WHEREAS, current state revenue has been unpredictable and future state oil revenues are 
projected to decrease with the gradual decline of Prudhoe Bay production, making State general fund 
support of public education more difficult and uncertain; and

WHEREAS, dramatic swings in funding for education cause serious disruptions in the delivery of 
educational services to the great detriment of school age children in Juneau; and

WHEREAS, a fund which has been established from lapsed public school foundation and 
construction monies arid money from the judicial decision on Dinkum Sands and North Slope royalty 
cases could provide critically important long-term, stable funding for public education in Alaska.

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF EDUCATION OF THE CITY AND 
• BOROUGH OF JUNEAU, ALASKA:

1. That the Board of Education of the City and Borough of Juneau supports and
endorses HB189 and HB190 creating a "forward fund" for public education in the State of Alaska.

2. That this resolution shall be effective March 21,1989.

Adopted this 21st day of March, 1989

Attest:

Charlotte Richards, Clerk



NEA-ALASKA
AFFILIATED WITH THE NATIONAL EDUCATION ASSOCIATION

A N CHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
1411 W. 33RD AVENUE 

ANCHORAGE, ALASKA 99503 
(907) 274-0535

105 MUNICIPAL WAY, SUITE 302 
JUNEAU. ALASKA 99801 

(907) 586-3090

2118 CUSHMAN STREET 
FAIRBANKS. ALASKA 99701 

(907) 455-4435

February II, 1991

To: Representatives Carney and Lincoln, Co-Chairs 

Members, House H E S S  Committee

Re:

H B  38; " A n  Act relating to the f o r w a r d  f u n d i n g  for education account; providing for 

lapse o f  f u n d s  in the public school f o u n d a t i o n  account; a n d  providing for a n  effective 

d a t e "

H B  39; " A n  A c t  m a k i n g  a  special appropriation to the f o r w a r d  f u n d i n g  f or education 

account; a n d  providing for a n  effective d a t e "

N E A - A l a s k a  supports and strongly encourages your favorable consideration of H B  38 a n d  H B  39.

With the high probability of a substantial surplus in the state operating budget at the end of the 

current fiscal year, n o w  is the time to establish forward funding of public education in Alaska.

This potential is enhanced even m o r e  by the probability of favorable settlements in various 

litigation disputes over oil tax revenues.

Forward funding is a statement that public education is a real priority in Alaska. It is a 

statement by the Legislature of genuine concern for the future of this State.

With forward funding school district planning will be mor e  effective. Continuity of essential 

programs a nd services will be enhanced. Students and their parents will be better able to 

anticipate and plan for their educational future. Employees will find mo r e  stability and 
opportunity in their e m p loyment relationships.

W e  strongly encourage that the Committee also give serious thought to incorporating s o m e  form 
of an "inflation proofing" m echanism as part of this legislation. Funding for public education 

must keep pace with the rising cost of living. If w e  can "inflation proof" the Permanent Fund, 
w e  can do it for public education as well.

Respectfully submitted

T h a n k  you for your consideration of our recommendations

Bob Manners 

Executive Director
D o n  Obcrg 

President

cc: Representative Ulmer

->
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K JUSE COMMITTEE REPOK ’
FURTHER REFERRALS: 

Date of Committee Action: 9 -9 /

( ID
Date Referred: May 1, 1991

The FINANCE Committee considered: 

HOUSE BILL NO. 43 CHILD SUPPORT ARREARAGES

HB 43

"An Act relating to the distribution o f child support arrearages collected by the child support enforcement 
agency."

RECOM MENDATIONS: 
be replaced w ith ________

| J the same title 
.IX] a new title

[ ] have attached amendments(s) 
[X ] do pass 
[ ] do not pass 
[ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to th e ____ Committee

ADOPTS: letter o f Intent

ATTACHES NEW  FISCAL NOTE(s): 

[ ] fiscal im p ac t___________________

(Dept) (Dept/Due)

[ ] zero fiscal note

APPROVES PREVIOUS:

[X] fiscal note(s) Z'A  / 9 '

[ ] zero fiscal n o te (s )____________________
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IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

BY THE HOUSE FINANCE COMMITTEE
j!

Offered:
.j Referred:

Sponsor(s): REPRESENTATIVES ULMER, Brown, Carney, B.Davis

A BILL

FOR AN ACT EN TITLED
i.

1 "A n Act relating  to d istribution  of child su p p o rt collected by the child support enforcem ent

2 agency; requ iring  certain  em ployers to provide inform ation to the agency; req u irin g  the

3 D epartm ent o f H ealth and Social Services to give notice of assignm ents to recipients of

4 aid to families with dependent children; and  providing for an  effective date."

5 BE IT  ENACTED BY T H E  LEG ISLA TU R E OF TH E STATE O F ALASKA:

6 * Section 1. AS 25.27.075 is repealed and reenacted to read:

7 Sec. 25.27.075. EM PLOYMENT INFORMATION, (a) Upon notice by the agency and '

8 except as provided in (b) and (c) of this section, an employer doing business in the state shall :

9 report to the agency the

10 (1) hiring o f a person who resides or works in this state to whom the employer

11 anticipates paying earnings; and

12 (2) rehiring or return to work of an employee who was laid off, furloughed,
;i

13 separated, granted a leave without pay, or terminated from employment.

14 . (b) An employer is not required to report the hiring of a person who the employer
f

ii

C S  F O R  H O U S E  B I L L  NO. 43 ( F I N A N C E )
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1 anticipates
2 (1) will be employed for less than one m onth’s duration; or

3 (2) will be employed sporadically so that the employee will be paid for less than

4 350 hours during a continuous six-month period.

5 (c) An employer is not required to report under (a) o f this section if the employer
I

6 employs fewer than 20 employees.
I

7 (d) An employer required to report under (a) of this section may make the report by ;

8 mailing the em ployee’s copy o f the W-4 form or by other means authorized by the agency that '

9 will result in timely reporting.

10 (e) An employer required to report under (a) of this section shall submit reports within :

11 seven days o f hiring, rehiring, or return to work of an employee. The report must contain

12 (1) the employee’s name, address, social security number, and date o f birth; and !

13 (2) the employer’s name, address, and employment security reference number or i

14 unified business identifier number.

15 (f) The agency shall retain the information received under (a), (d), and (e) o f this section

16 for a particular employee only if  the agency is responsible for establishing, enforcing, or :

17 collecting a support obligation of the employee. If the employee does not owe a support
)

18 obligation, the agency may not create a record regarding the employee, and the information ;

19 contained in the notice shall be promptly destroyed.

20 (g) An employer of the obligor or a labor union of which an obligor is a member shall

21 provide to the agency information requested regarding the obligor’s employment, wages or salary,

22 and location. The information required under this subsection is in addition to the information

23 required under (a) of this section, if any.

24 (h) In addition to civil liability under AS 25.27.260, if  applicable, or any other law, an

25 employer of an obligor or a labor union o f which an obligor is a member that knowingly violates .It
26 this section is liable for a civil penalty of not more than $1,000.

27 * Sec. 2. AS 25.27.130 is amended by adding new subsections to read:

28 (d) Except as provided in (f) of this section, if the obligee is not receiving assistance ,

29 under AS 47.25.310 - 47.25.420 at the time the state recovers money in an action under this
S

30 section, the recovery of any amount for which the obligor is liable shall be distributed to the

31 obligee for support payments that have become due and unpaid since the termination of

' CSHB 43(FIN) -2-
\ New  T o x r  U n d e r l i n e d  [DELETED TEXT BRACKETED 1



assistance under AS 47.25.310 - 47.25.420 under a support order in favor o f the obligee.

(e) After payment to the obligee under (d) of this section, the state may retain an amount 

not to exceed the total unreimbursed assistance paid on behalf of the obligee under 

AS 47.25.310 - 47.25.420.

(f) Notwithstanding (d) o f this section, the state shall, if required under federal law or 

regulations, distribute amounts recovered through offset of the obligor’s federal tax refund as past 

due support with first distribution to the state for unpaid support assigned to the state under 

AS 47.25.345.

* Sec. 3. AS 47.25.340 is amended by adding a new subsection to read:

(b) During the application process, the department shall give to the applicant written | 

notice o f the assignment of support rights that will be considered to have occurred under j 

AS 47.25.345. The notice must j
(1) be plainly written;

(2) include a statement that informs the applicant that the assignment under ;
i

AS 47.25.345 includes an assignment of support rights that may have accrued during any time j 

that the family was not receiving assistance and that, under the assignment, the state may retain j 

support that it collects on behalf o f the applicant to reimburse the state for assistance received , 

by the applicant during previous periods of assistance, if  any.

* Sec. 4. This Act takes effect January 1, 1992.

-3-
N e w  Text U n d e r l i n e d  [ D E LETED T E X T  B R A C K E T E D ]

C S H B  43(FIN)



FISCAL NOTE No. l_

1991
STATE OF ALASKA
LEGISLATIVE SESSION

Bill Version CSHB 4 3 ( J U fn
(H) Publish D a te :5 / 1 / 9 1

Revision Date: April 26. 1991______________
Title: Act relating to distribution of___
child support arrearages collected, by the
CSEA______________________________________________
Sponsor: Representative Ulmer.,_____________
Requestor: House Judiciary_________________

XPENDITURES/REVENUES: (Thousands of Dollars)

Department Affected:Department of Revenue
BRU: S o d a !  Services________________________

Component: Child Support Enforcement _

COMPONENT SERIAL NO. - 1 - 1 1

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES 466.4 525.6 549.2 615.1 642.8 716.7
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 36.7 38.0 40.0 40.0 40.0 40.0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 38.5 13.4 0 14.8 0 16.3
LANDS & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0

... TOTAL OPERATING 541.6 577.0 589.2 669.9 682.8 773.0

CAPITAL 0 ! o o o o 0 1

I REVENUE (716.8) | (1608.9) | (1725.8) | (1771.6) | (1742.2) | (1742.2)]

GENERAL FUND 184.2 196.2 200.3 227.8 232.2 262.8
FEDERAL FUNDS 357.4 380.8 388.9 442.1 450.6 510.2
OTHER 0 0 0 0 0 0
TOTAL 541.6 577.0 589.2 669.9 682.8 773.0

FULL-TIME 11 12 12 13 13 14
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year Impact:

ANALYSIS: See attached analysis.

Prepared Bv: Ardlth Lynch ' * 3 r v A __________ Phone: 263-6277

Division: Child Support Enforcement PlvlfcJbn .Date: ^Aorll 26. 1991__________

Approved by Commissioner: Lee E. Flshpr

Agency: Department of Revenue /  / Date: V / m / ? /

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, &
Impacted A g e n c y d e s ) .

Rev 10/90 Page 1 o f 3
C O M M I T T E E  COPY



CHILD SUPPORT ENFORCEMENT DIVISION 
PAGE 2 OF 3

ANALYSIS FOR FISCAL NOTE
HB 43

This legislation reverses the current order of collection of child support 
arrearages In those cases where child support was unpaid before, during, 
after a custodial relative's receipt of AFDC grants. These cases create two 
debts. Current policy Is to collect the State's debt first. * This means
that money owed to the State of Alaska from assigned support due (but unpaid)

during a child's period of receipt of AFDC benefits, and other cost 
recoveries, Is collected by CSED before It collects any unpaid support that 
accrues after a custodial relative leaves the AFDC rolls.

By reversing the priority of debt collected, paying any excess over current 
support due to the family for post-AFDC unpaid support before paying the State 
for assigned (AFDC) unpaid support, the State relinquishes (In the first year) 
$1,961,000 In collections and $462,500 In prepaid Federal Incentives that are 
remitted to the General Fund to help pay the State's AFDC General Fund match
and finance the child support program.

However, child support collections and timely support payments to the family 
will increase If CSED receives prompt notification when an obligor becomes 
employed. Increased State revenues from collection of assigned support will 
result. Currently, CSED's match with records of the Department of Labor, 

Employment Security Division, serves as the primary means for Identifying a 
delinquent parent's employer. By the time CSED receives the data, four to six 

months have elapsed. This time lag allows many obligors to delay enforcement 

of their child support, and permits obligors who work 1n seasonal employment 

to avoid payment of their child support. The employer reporting provisions of 
HB 43 will allow CSED to require companies who employ a large number of 
obligors to report new hires to CSED. Fewer than 100 companies employed 20 or 
more obligors In CSED's caseload during the last three years. Prompt 

notification to CSED will Increase the agency's ability to collect support 
when the obligor parent Is employed and earning regular wages.

This fiscal note reflects the lost revenues to the State from the change In 
arrearage payment priority, which are partially offset by revenues from 

Increased child support collections based on employer reporting. Collection 
has been expanding at a rate between 12% and 15% a year. This fiscal note 
adjusts the rate of revenue loss accordingly 1n the four following fiscal

* Hhen a support collection Is made by CSED, Ongoing Support - the support 
obligation that 1s due 1n the current month - Is always paid to custodial 

parents who are not receiving AFDC, before any arrearage payment Is made.

COMMITTEE C O P Y
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ANALYSIS FOR FISCAL NOTE 
HB 43

CHILD SUPPORT ENFORCEMENT DIVISION 
PAGE 3 OF 3

years from FY92, and holds Incentive losses constant. These revenues are 
reflected In future-year budgets as Program Receipts; their loss will require 
additional appropriations In the AFDC program and the Child Support 
Enforcement program.

The legislation will require Increased operational staffing at CSED. To pay 
arrearages to the family first, CSED must greatly accelerate the rate at which 
subrogated debt calculations are completed. Presently, payments exceeding the 
current support due can be retained to the State until the accumulated amount 
nears the amount of the estimated subrogated debt. The legislation will 
necessitate a sub-debt calculation as soon as a child leaves the AFDC rolls, 

and each time the child leaves, In order to guarantee the correct distribution 
of debt between the State and the custodial relative. (A given child can go 
on and off the AFDC rolls, and can change custodial relationships, many 
times. Each of these movements, for each child, must be tracked before a 

correct sub-debt can be calculated.) CSED presently has one accounting 

technician assigned to calculate sub-debts; approximately 45 sub-debts can be 

researched and accurately completed each month. The number of sub-debts that 
will be required to be completed each month In FY 92 under the proposed 

legislation Is 250. The Division has already automated the sub-debt process 
to the maximum degree possible. Additional staff will be essential to 

Implementing the change. This fiscal note reflects the cost of additional 
accounting technicians who will be assigned full-time to sub-debt research and 

calculation: three In FY 92, Increasing to four 1n FY 93 and FY 94, five In

FY 95 and FY 96, and six In FY 97, to meet the estimated Increase In CSED's 
caseload Involving past public assistance payments. Each position 1n FY 92 
will cost $36,100, with associated equipment costs for computer terminals, 

telephones, and furniture for one person In FY 92 at $12,800. Increases In 
equipment costs 1n the years after FY 92 are projected to Increase at a rate 
of 5%.

The bill will also require additional personnel to enter reports from 

employers and Issue appropriate withholding orders to collect child support. 
However, revenues from Increased collections will exceed the personal services 
costs. (CSED receives 66% federal funding, 1n addition to federal- Incentive 
payments.) These positions will collect an additional three million dollars 
In child support 1n 1992. To minimize costs, these additional staff will 

utilize existing equipment 1n swlng-shlft arrangements. This fiscal note 

reflects five child support enforcement officers and three clerk positions, 

with a 3.75% shift differential. Increases 1n Personal Services costs In the 

outlying years beyond FY92 are projected at a conservative rate of 4.5 
percent. In addition, the change In the debt priority will require CSED to 
forgo Immediate collection of additional miscellaneous cost recoveries 
amounting to $36,700 In FY 92 for expenditures such as blood-testing.

FN: HPPADMIN—214 C O * ,



A l a s k a  S t a t e  L e g i s l a t u r e
H o u s e  o f  R e p r e s e n t a t i v e s

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

M E M O R A N D U M
May 4, 1991

TO: Rep. Mike Navarre, Co-chair 
Rep. Eileen MacLean, Co-chair 
Hous “  mittee

FROM: Rep. PxL fvfjf&er
RE: CSHB 43, relating to child support arrearages

One of the responsibilities of the Child Support Enforcement Division of the Department of 
Revenue is tn collect past due child support. When a custodial parent applies for public 
assistance, he or she must assign the rights to uncollected, past due support to the state for 
reimbursement of the assistance received. When the delinquent child support is collected, the 
state is reimbursed first for the assistance paid to the family. After the state is fully repaid, 
the balance of the past-due child support is paid to the family. [Note: Although the state is 
reimbursed fo r arrearages first, that reimbursement does not affect payment of current 
monthly child support to the fam ily.]

T he e ffe c t o f CSHB 43 Is to reve rse th is  o rd e r o f paym en t re g a rd in g a rrea rages . 
Under the bill, past-due child support will be paid f i r s t to th e fam ily and se co n d ly to the 
sta te for reimbursement of assistance received by the family. The purpose of this change is to 
make th is "fam ily-first" priority a clear policy of the state and to ensure that child support is 
received when it is most needed. Under the current order of payment, families sometimes wait 
years for their share of past-due child support. In some cases, the children are grown and on 
their own by the time the delinquent payments are rece ived-long after they were most needed 
by the family. CSHB 43 ensures that fam ilies will receive payments first.

In addition, the bill establishes the Employer Reporting System which requires employers to 
report the names of newly hired employees to the Child Support Enforcement Division. From 
this information, the division will be able to locate obligors with outstanding child support 
orders arid initiate collection. A sim ilar reporting system has been working well in the state of 
Washington for several years and has resulted in a dramatic increase in the amount o f child 
support paid. CSHB 43 defines this program as follows:
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Who m us t repo rt: Only those employers requested to report by CSED.

CSED states that on ly la rge em p loye rs who have typically employed 
obligors in the past will be asked to report such as the University 
Municipality o f Anchorage, Carr's, H.C. Price, Westmark Hotels, etc.

O ve r 90% o f a ll p r iv a te se c to r em p lo ye rs w il l no t b e  
re q u ire d to  re p o rt because th ey em p lo y 20 o r few e r 
em p lo yees . It is no t co s t-e ffe c tiv e  fo r the s ta te to 
re q u ire  re p o r t in g  fro m  sm a ll b u s in e s s e s .

W hat w ill be repo rted : The name, address, and Social Security number 
of newly hired, permanent employees who will work more than 350 
hours during a continuous 6 month period; and the employer's name, 
address, and employment security reference number.

W ha t CSED w ill do w ith  th is  in fo rm a tio n :

1) Match names with list o f obligors having child support obligations.
2) Initiate collection of child support where appropriate.
3) Destroy employee report if no child support obligation exists.

W ha t the re su lt w ill be: Greatly increased collection o f child support obligations.

Currently, CSED has 19,000 cases with child support orders; less than 3500 
of those cases are current in their payments. The total amount o f arrears 
outstanding at this time is $203 million; $96 million o f that amount is 
associated with AFDC recipients. The employer reporting system 
will enable the state to locate obligors and collect child support.

W ha t th e fin a n c ia l im pac t on the s ta te w ill be: This is a revenue 
producing program. CSED estimates that for every half-m illion 
dollars spent on collection, the state collects $3 million in child support. 
Specifically, the employer reporting program is estimated to produce 
over $1 million in revenue in FY 93. This is reflected on the f !scal note 
as a reduction in revenue lost to the state.

Passage of CSHB 43 will require additional personnel in the Child Support Enforcement Division 
to calculate the amounts of child support owed to both the family ("the obligee") and to the state. 
Clients tend to go on and off of public assistance over a period of months and years; each time a 
client returns to the public assistance rolls, the debts to the state and the family must be 
recalculated. In addition, payment of "families first" will result in some loss of revenue to the 
state in federal incentive payments and reimbursement of AFDC costs. Personnel will also be 
required to handle increased collections resulting from the Employer Reporting Program. The 
major part of these personnel costs are provided by federal funding.

HB 43 was recommended by the Family Support Task Force and is supported by the Alaska 
Family Support Group, Alaska Dads and Moms, and the Alaska Commission on Children and Youth.



CSHB 43, CHILD SUPPORT ARREARAGES 

S e c tio n a l A n a ly s is

S e c tio n 1. Em p lo y e r re p o r t in g  s y s tem .

(a) Requires employers to report to the state employees hired or rehired;

(b) Employers not required to report a person who will be employed for less 
than one month or will be paid for less than 350 hours during a continuous 6 month period;

(c) Reports may be made by mailing a copy of the employee's W-4 form or by 
other means authorized by the state;

(d ) Reports must be subm itted within 7 days of hiring and must contain:

(1) employee's name, address, social security number, and date of birth;

(2) employer's name, address, and employment security reference 
number of unified business identifier number.

(e) The state shall retain employee information only if a child support 
obligation exists for that employee; all other information shall be destroyed.

(f) Requires employers who have not been required to regularly report 
employee hiring to the state to provide information regarding an obligor's employment, wages, 
and location when it is requested.

(g) An employer who knowingly fails to report requested information is liable 
for a civil penalty o f not more than $1000.

S e c tio n 2. F am ilie s F irs t

(d) Provides that past-due child support payments collected by the state shall 
be paid firs t to the custodial parent (the "obligee") and se co n d ly to the state for 
reimbursement of public assistance paid to the fam ily. This reverses the current order of 
payment.

(e) After the past-due child support owed to tiie family has been paid, the state 
may retain past-due child support payments equal to the total amount of unreimbursed 
assistance.

(f) The state shall pay past-due child support recovered through off-set of the 
obligor's federal tax refund f ir s t to the state for unreimbursed assistance and se cond ly to the 
family, as required by federal regulation.



S e c tio n 3. P ro v id in g in fo rm a tio n  to AFDC ap p lic a n ts .

(b) R e q u i r e s  t h e  s t a t e  t o  c l e a r l y  e x p l a i n  t o  A F D C  a p p l i c a n t s ,  in  w r i t i n g ,  t h a t  
a s s i g n m e n t  o f  c h i l d  s u p p o r t  r i g h t s  i n c l u d e s  c h i l d  s u p p o r t  w h i c h  a c c r u e d  d u r i n g  p e r i o d s  t h e  
f a m i ly  w a s  n o t  r e c e i v i n g  a s s i s t a n c e  a n d  m a y  b e  u s e d  t o  r e i m b u r s e  t h e  s t a t e  f o r  a s s i s t a n c e  
p r o v i d e d  d u r i n g  p r e v i o u s  p e r i o d s .

Sec tio n 4: E ffe c tiv e da te .

The act takes effect January 1, 1992.

4 / 2 8 / 9 1
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A l a s k a  S t a t e  L e g i s l a t u r e

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

May 7, 1991

Jim Arnesen 
1800 Shore Drive 
Ancho rage i^ la ska 99515

Dear Mr. Arm?’

Thank you for1 your Public Opinion Message regarding HB 43. As you may know, the original 
bill carried a llarge fiscal note which reflected both the cost of implementing the "fam ilies first" 
policy and th ^ ld s s in federal funds which resulted from it. The fiscal note on the bill has been 
substantially improved by including the Employer Reporting Program in the bill, thus 
improving its chance of passage.

It is unfortunately true that the vast majority of child support orders handled by the Child 
Support Enforcement Agency are in arrears. In fact only 3500 cases, or 18% of the 19,000 
cases on file, are current in their payments. The outstanding arrears amount to more than 
$203 million; $96 million o f that is associated with AFDC cases. If we truly wish to pay 
"families first," then we must do a beiter job of collecting the support which is owed to the 
fam ilie s .

Very, very few employers will be asked to participate in the Employer Reporting Program for 
the simple reason that most businesses in Alaska are too small to make the reporting cost 
effective. Over 90% of Alaska businesses employ fewer than 20 employees; none o f these 
businesses will be asked to participate. Large employers such as the Municipality o f Anchorage, 
the University, VECO, and Carr's will be asked to report. The Child Support Enforcement Agency 
has worked with some o f these employers in the past on a voluntary basis and they have proven 
to be very cooperative.

In reply to your concern regarding discrim ination against non-custodial applicants, a designated 
employer will be asked to report a ll new hires; there will be no distinction made between 
custodial and non-custodial employees.

The Employer Reporting Program will be a small but valuable part o f the way employers are 
scheduled to participate in the collection of child support by the federal government. Mailing a 
duplicate copy of the employee's W-4 form will be adequate; in the past, CSEA has been able to
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implement an electronic interface with the employer, an inexpensive way to handle personnel 
information. Regardless of whether the state adopts the Employer Reporting System, however, 
all Alaska employers will become key players in the collection o f child support. Starting in 
1994, as a result of federal laws enacted in 1988, a ll child support orders will be subject to 
mandatory withholding. Beginning next year, child support orders associated with AFDC cases 
will be subject to mandatory withholding. Reporting new hires to the state will be a small part 
of what employers are required to do.

The prospect of declining state revenues dictates the pursuit of every means of recovering 
monies which will enable families to remain financially independent. CSHB 43 does that by 
improving the collection of child support arrearages and paying those monies to the family first.

1
jc e re ly ,

, M j
Fran ‘U lmer

cc: House Finance Committee



c P.O. Box A 
J u n e a u ,  A l a s k a  9 9 8 1 1  

(907) 4 6 5 - 3 1 5 5

W A L T E R  J .  H I C K E L
GOVERNOR

S t a t e  o f  A l a s k a

OFFICE OF THE GOVERNOR 
vJ UNEAn

A L A S K A  C O M M I S S I O N  ON C H I L D R E N  A N D  Y O U T H

P O S I T I O N  P A P E R  - HB 43

T h e  A l a s k a  C o m m i s s i o n  on C h i l d r e n  a n d  Y o u t h  is in full 

s u p p o r t  o f  HB 43 w h i c h  has b e e n  r e f e r r e d  to as t h e  "P a y  
F a m i l i e s  F i r s t "  b i l l .  HB 43 r e v e r s e s  the o r d e r  of p a y m e n t  
r e g a r d i n g  a r r e a r a g e s .  C u r r r e n t l y  w h e n  a c u s t o d i a l  p a r e n t  
a p p l i e s  f o r  p u b l i c  a s s i s t a n c e ,  he or s h e  g i v e s  up t h e i r  
r i g h t s  to p a s t  d u e  c h i l d  s u p p o r t  to t h e  S t a t e  f o r  
r e i m b u r s e m e n t  f o r  t h e  a s s i s t a n c e  p a i d  to t h e  f a m i l y .  HB 43 
w o u l d  e n s u r e  t h a t  f a m i l i e s  r e c e i v e  the p a s t - d u e  c h i l d  

s u p p o r t  f i r s t , a n d  t h e  S t a t e  w o u l d  be r e i m b u r s e d  s e c o n d .

W h i l e  t h e  r e p a y m e n t  o f  m o n i e s  to t h e  S t a t e  s e e m s  m o r e  
p r e s s i n g  in t h e s e  d a y s  as the B u d g e t  is b e i n g  c a l c u l a t e d  and 
r e w o r k e d ,  e v e r y  d a y  a f a m i l y  in A l a s k a  s t r u g g l e s  to m a k e  a 
b u d g e t  t h a t  is e q u a l l y  i m p o r t a n t  to t h e m .  M a n y  f a m i l i e s  are  
n o t  a f f o r d e d  the p r i v e l e g e  of j u g g l i n g  v a r i o u s  s o u r c e s  of 
i n c o m e .  HB 43 g e t s  t h e  m o n i e s  d u e  f a m i l i e s  to t h e  f a m i l i e s  
f i r s t ,  w h e r e  t h e  l i n k  in t h e  e c o n o m i c  c h a i n  of t h e  S t a t e  is 
the m o s t  f r a g i l e .

W e  u n d e r s t a n d  t h e  r e s u l t s  a c h a n g e  in p o l i c y  w i l l  h a v e  on 
the S t a t e .  It wi l l  c o s t  m o n e y  a n d  r e q u i r e  a d d i t i o n a l  

p e r s o n n e l .  S t i l l ,  w h a t  w e  s e e  is the v e r y  real d i f f e r e n c e  
the " f a m i l i e s  f i r s t "  p r i o r i t y  p a y m e n t  wi l l  m a k e  to 
i n d i v i d u a l  f a m i l i e s .  We are d i s c u s s i n g  c h i l d  s u p p o r t , but 
u n d e r  t h e  c u r r e n t  s y s t e m ,  f a m i l i e s  s o m e t i m e s  w a i t  y e a r s  
b e f o r e  t h e y  r e c e i v e  t h e i r  s h a r e  of p a s t - d u e  s u p p o r t  and 
m o n i e s  d e s i g n a t e d  f o r  c h i l d r e n  a r e  n o t  a v a i l a b l e  w h e n  t h e y  

a r e  n e e d e d  the m o s t .

S o m e  f a m i l i e s  a r e  t h r e a t e n e d  b y  f i n a n c i a l  c o n s t r a i n t s  and 

the d e c i s i o n  to w o r k  to be i n d e p e n d e n t  and s e l f - s u f f i c i e n t  
is w e i g h e d  a g a i n s t  t h e  t e m p t a t i o n  to r e t u r n  to t h e  w e l f a r e  
s y s t e m .  W e  b e l i e v e  t h a t  t h i s  " p a y  f a m i l i e s  f i r s t "  
l e g i s l a t i o n  c o u l d  h e l p  f a m i l i e s  m a i n t a i n  t h e i r  s e l f - r e s p e c t  
a n d  i n d e p e n d e n c e .  We e n c o u r a g e  y o u r  s u p p o r t  of HB 43.
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FISCAL NOTE No. 2

STATE OF ALASKA 
1991 LEGISLATIVE SESSION

Bill Version CSHB 4 3 (J U D )
(H) Publish D a te :5 / 1 / 9 1
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Title: Act relating to distribution of

child support arrearages collected bv the

CSEA__________________________________________
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Requestor: House Judiciary__________________
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BRU: Social Services________________________
Component: Child Support Enforcement
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EXPENDITURES/REVENUES: (Thousands of Dollars
OPERATING FY 92 FY 93 FY 94 FY 95 _ FY 96 FY 97
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GENERAL FUND 
FEDERAL FUNDS 

OTHER 
TOTAL

PQ.SITIQN.Sl.
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357.4 380.8 388.9 442.1 450.6 510.2

0 0 0 0 0 0
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TEMPORARY 0 0 0 0 0 0
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HB 43

CHILD SUPPORT ENFORCEMENT DIVISION 
PAGE 2 OF 3

This legislation reverses the current order of collection of child support 
arrearages In those cases where child support was unpaid before, during, and 
after a custodial relative's receipt of AFDC grants. These cases create two 
debts. Current policy Is to collect the State's debt first. * This means
that money owed to the State of Alaska from assigned support due (but unpaid)

during a child's period of receipt of AFDC benefits, and other cost 

recoveries, Is collected by CSED before It collects any unpaid support that 
accrues after a custodial relative leaves the AFDC rolls.

By reversing the priority of debt collected, paying any excess over current 
support due to the family for post-AFDC unpaid support before paying the State 
for assigned (AFDC) unpaid support, the State relinquishes (In the first year) 
$1,961,000 1n collections and $462,500 In prepaid Federal Incentives that are 
remitted to the General Fund to help pay the State's AFDC General Fund match

and finance the child support program.

However, child support collections and timely support payments to the family 
will Increase 1f CSED receives prompt notification when an obligor becomes 
employed. Increased State revenues from collection of assigned support will 
result. Currently, CSED's match with records of the Department of Labor, 
Employment Security Division, serves as the primary means for Identifying a 

delinquent parent's employer. By the time CSED receives the data, four to six 

months have elapsed. This time lag allows many obligors to delay enforcement 

of their child support, and permits obligors who work 1n seasonal employment 

to avoid payment of their child support. The employer reporting provisions of 
HB 43 will allow CSED to require companies who employ a large number of 
obligors to report new hires to CSED. Fewer than 100 companies employed 20 or 
more obligors In CSED's caseload during the last three years. Prompt 

notification to CSED will Increase the agency's ability to collect support 
when the obligor parent 1s employed and earning regular wages.

This fiscal note reflects the lost revenues to the State from the change 1n 

arrearage payment priority, which are partially offset by revenues from 

Increased child support collections based on employer reporting. Collection 
has been expanding at a rate between 12% and 15% a year. This fiscal note 
adjusts the rate of revenue loss accordingly In the four following fiscal

* When a support collection 1s made by CSED, Ongoing Support - the support 
obligation that Is due In the current month - Is always paid to custodial 

parents who are not receiving AFDC, before MLV arrearage payment 1s made.
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years from FY92, and holds Incentive losses constant. These revenues are 
reflected In future-year budgets as Program Receipts; their loss will require 
additional appropriations In the AFDC program and the Child Support 
Enforcement program.

The legislation will require Increased operational staffing at CSED. To pay 

arrearages to the family first, CSED must greatly accelerate the rate at which 
subrogated debt calculations are completed. Presently, payments exceeding the 
current support due can be retained to the State until the accumulated amount 
nears the amount of the estimated subrogated debt. The legislation will 
necessitate a sub-debt calculation as soon as a child leaves the AFDC rolls, 
and each time the child leaves, In order to guarantee the correct distribution 
of debt between the State and the custodial relative. (A given child can go 
on and off the AFDC rolls, and can change custodial relationships, many 

times. Each of these movements, for each child, must be tracked before a 

correct sub-debt can be calculated.) CSED presently has one accounting 

technician assigned to calculate sub-debts; approximately 45 sub-debts can be 
researched and accurately completed each month. The number of sub-debts that 
will be required to be completed each month In FY 92 under the proposed 

legislation 1s 250. The Division has already automated the sub-debt process 
to the maximum degree possible. Additional staff will be essential to 

Implementing the change. This fiscal note reflects the cost of additional 
accounting technicians who will be assigned full-time to sub-debt research and 
calculation: three In FY 92, Increasing to four 1n FY 93 and FY 94, five 1n

FY 95 and FY 96, and six In FY 97, to meet the estimated Increase In CSED's 
caseload Involving past public assistance payments. Each position In FY 92 
will cost $36,100, with associated equipment costs for computer terminals, 
telephones, and furniture for one person 1n FY 92 at $12,800. Increases In 

equipment costs 1n the years after FY 92 are projected to Increase at a rate 
of 5%.

The bill will also require additional personnel to enter reports from 

employers and Issue appropriate withholding orders to collect child support. 

However, revenues from Increased collections will exceed the personal services 
costs. (CSED receives 662 federal funding, 1n addition to federal- Incentive 
payments.) These positions will collect an additional three million dollars 
In child support 1n 1992. To minimize costs, these additional staff will 

utilize existing equipment In swlng-shlft arrangements. This fiscal note 

reflects five child support enforcement officers and three clerk positions, 

with a 3.75% shift differential. Increases 1n Personal Services costs In the 

outlying years beyond FY92 are projected at a conservative rate of 4.5 
percent. In addition, the. change In the debt priority will require CSED to 
forgo Immediate collection of additional miscellaneous cost recoveries 
amounting to $36,700 1n FY 92 for expenditures such as blood-testing.

FN: HPPADMIN—214
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IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Amended: 5/1S/9I 
Offered: 5/10/91
Referred: Rules

Sponsor(s): REPRESENTATIVES ULMER, Brown, Carney, B.Davis

A B ILL 

FO R  AN A CT EN TITLED

1 "An Act relating to d istribution  of child support collected by the child su p p o rt enforcem ent

2 agency; requiring  certain  em ployers to provide inform ation >‘o the agency; requiring  the

3 D epartm ent of H ealth and Social Services to give notice o f assignm ents to recipients of

4 aid to families with dependent children; and providing for an effective date."

5 BE IT ENACTED BY T H E  LEG ISLA TU RE O F T H E  STATE O F ALASKA:

6 * Section 1. AS 25.27.075 is repealed and reenacted to read:

7 Sec. 25.27.075. EM PLOYMENT INFORMATION, (a) Upon notice by the agency and

8 except as provided in (b) and (c) of this section, an employer doing business in the state shall

9 report to the agency the

10 (1) hiring o f a person who resides or works in this state to whom the employer

11 anticipates paying earnings; and

12 (2) rehiring or return to work of an employee who was laid off, furloughed,

13 separated, granted a leave without pay, or terminated from employment.

14 (b) An employer is not required to report the hiring o f a person who the employer

HB(l()43d -1- C S H B  43(FIN) a m
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1 anticipates
2 (1) will be employed for less than one month’s duration; or

3 (2) will be employed sporadically so that the employee will be paid for less than

4 350 hours during a continuous six-month period.
5 (c) An employer is not required to report under (a) of this section if the employer

6 employs fewer than 20 employees.
7 (d) An employer required to report under (a) of this section may make the report by

8 mailing the employee’s copy o f the W-4 form, transmitting magnetic tape in a compatible format,

9 or by other means as mutually agreed by the employer and the agency that will result in timely

10 reporting.
11 (e) An employer required to report under (a) of this section shall submit monthly reports

12 regarding each hiring, rehiring, or return to work o f an employee during the preceding month.

13 The report must contain

14 (1) the employee’s name, address, social security number, and date o f birth; and

15 (2) the employer’s name, address, and employment security reference number or

16 unified business identifier number.

17 (f) The agency shall retain the information received under (a), (d), and (e) of this section

18 for a particular employee only if the agency is responsible for establishing, enforcing, or

19 collecting a support obligation of the employee. If the employee does not owe a support

20 obligation, the agency may not create a record regarding the employee, and the information

21 contained in the notice shall be promptly destroyed.

22 (g) An employer of the obligor or a labor union of which an obligor is a member shall

23 provide to the agency information requested regarding the obligor’s employment, wages or salary,

24 and location. The information required under this subsection is in addition to the information

25 required under (a) o f this section, if any.

26 (h) In addition to civil liability under AS 25.27.260, if applicable, or any other law, an

27 employer o f an obligor or a labor union o f which an obligor is a member that knowingly violates

28 s , this section is liable for a civil penalty o f not more than $1,000.
S./’

29 (i) Employers required to report under this section, may charge $1 per new employee to

30 cover the cost of reporting.

31 * Sec. 2. AS 25.27.075 is repealed and reenacted to read:

C S I I B  43(FIN) a m -2-
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1 Sec. 25.27.075. EM PLOYMENT INFORMATION, (a) An employer of an obligor or a labor

2 union of which an obligor is a member shall provide to the agency information requested

3 regarding the obligor’s employment, wages or salary, and location.

4 (b) An employer of an obligor or a labor union of which an obligor is a member that

5 knowingly violates this section is liable for a civil penalty of not more than $1,000."

6 * Sec. 3. AS 25.27.130 is amended by adding new subsections to read:

7 (d) Except as provided in (f) of this section, if the obligee is not receiving assistance

8 under AS 47.25.310 - 47.25.420 at the time the state recovers money in an action under this

9 section, the recovery of any amount for which the obligor is liable shall be distributed to the

10 obligee for support payments that have become due and unpaid since the termination of

11 assistance under AS 47.25.310 - 47.25.420 under a support order in favor of the obligee.

12 (e) After payment to the obligee under (d) of this section, the state may retain an amount

13 not to exceed the total unreimbursed assistance paid on behalf of the obligee under

14 AS 47.25.310 - 47.25.420.

15 (f) Notwithstanding (d) o f this section, the state shall, if required under federal law or

16 regulations, distribute amounts recovered through offset of the obligor’s federal tax refund as past

17 due support with first distribution to the state for unpaid support assigned to the state under

18 AS 47.25.345.

19 : Sec. 4. AS 47.25.340 is amended by adding a new subsection to read:

20 (b) During the application process, the department shall give to the applicant written

21 notice of the assignment of support rights that will be considered to have occurred under

22 AS 47.25.345. The notice must

23 (1) be plainly written;

24 (2) include a statement that informs the applicant that the assignment under

25 AS 47.25.345 includes an assignment o f support rights that may have accrued during any time

26 that the family was not receiving assistance and that, under the assignment, the state may retain

27 support that it collects on behalf of the applicant to reimburse the state for assistance received

28 by the applicant during previous periods of assistance, if any.

29 * Sec. 5. Section 2 of this Act takes effect January 1, 1995.

30 * Sec. 6. Except as provided in sec. 5, this Act takes effect January 1, 1992.
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