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IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - SECOND SESSION

BY TH E HOUSE STATE AFFAIRS CO M M ITTEE

O ffered: 2/25/98 
R eferred: Finance

Sponsor/s): HOUSE RULES COM M ITTEE BY REQUEST OF TH E DEFERRED MAINTENANCE
TASK FO RCE

A BILL

FOR AN ACT ENTITLED

"An Act relating to operating appropriations for facility operations, maintenance
•Jjor-' d o r r - n  p o r r e . y y t S  

and repair, and renewal jn d  replacement of public buildings and facilities; and

providing for an effective date."

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

* Section 1. AS 37.07.020 is amended by adding a new subsection to read:

(e) The budget prepared under (a) of thL section must present the proposed 

operating expenditures for each agency for annual facility operations, annual 

maintenance and repair, and periodic renewal and replacemen^of public buildings and 

facilities separately from the other proposed operating expenditures by the agency. 

Proposed annual appropriations f ^ ^ ^ p o e n c ^ ^ c i l i t ^  ojieratior^ maintenance and 

repair, and renewal and replacement^oi^)ublic buildings and facilities contained in an 

appropriation bill prepared under (a) of this section must be presented separately from 

appropriations for other proposed operating expenditures by the agency.

* Sec. 2. AS 37.07.120 is amended by adding new paragraphs to read:
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(8) "facility operations" r,< ans activities and expenses relating to the 

day-to-day operations of a building or facility, including utilities, janitorial service, 

security service, snow removal, and direct supervision of related maintenance activities;

(9) "maintenance and repair" means the day-to-day scheduled and 

preventive maintenance effort, including minor repair work, required to keep a building 

or facility operational and in a continuous stale of readiness;

(10) "renewal and replacement" means the scheduled replacement of 

worn-out major building components and the replacement or retrofitting of obsolete 

or inefficient building systems in order to maintain or extend the life of a building or 

facility.

* Sec. 3. This Act takes effect July 1, 1998.
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<l l > ” ‘ -Date Referred to Committee: January 13, 1998 FURTHER REFERRALS:

Date of Committee Action:
The FINANCE Committee considered: HB 317

HOUSE B IL L  NO. 317 PERMANENT FUND CORP. INVESTMENTS

"An Act relating to investments o f the Alaska Permanent Fund Corporation."

recommends it be rep laced '%  [ ] the same title
with the fo llow ing comm ittee substitu te_______________    [ ] a new title

[ ] additional referral t o _________________________Committee
T j attached amendment(s)

A D O P T S : Letter o f  Intent

ATTACHES NEW FISCAL NOTE(s); tD<pl) APPROVES PREVIOUS:

[ J fiscal note(s) ___________  [ ] fiscal note(s) _____________________________

[ J zero fiscal note(s) _______________  [ ] zero fiscal note(s)
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'STATE OF ALASKA
1998 LEGISLATIVE SESSION

FISCAL NOTE BILL NO:

Revision Dale:_______________________________________

Title: Alaska Permanent Fund Corporation Investments

Dept. A fleeted: Revenue____________________

BRU: Alaska Petmanent Fund Corporation

Component: Alaska Permanent Fund Corporation

Sponsor

Requestor

(H) Rules/LB&A

(H) FIN COMPONENT SERIAL NO. 109

Expendlturw/Revenuee:

OPERATING EXPENDITURES FY 99 FY00 FY 01 FY 02 FY 03 FY04

PERSONAL SERVICES

TRAVEL

CONTRACTUAL 4,265.0 4,986.0 6,118.0 7,278.0 8,508.0 9,863.0

SUPPLIES

EQUIPMENT

LAND A STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 4,265.0 4,986.0 6,118.0 7,271.0 8,508.0 9,663.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 72,000.0 75,384.0 78,927.0 82,636.6 86,520.5 90,587.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other 4,265.0 4,986.0 6,118.0 7,278.0 8,508.0 9,863.0

TOTAL 4,265.0 4,966.0 6,118.0 7,278.0 8,508.0 9,863.0

Estimate of any current year (FY98) cost $ 

POSITIONS:

0.0

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate pegs II necessary)

HB 317 as proposed amends AS 37.13.120(1) which established the Alaska Permanent Fund Corporation's legal investment 

classes and their respective level of authorization. HB 317 increases the percentage level of domestic and non-domestic corporate 

stocks to 60% of the total investments of the Permanent Fund.

The projected costs above are calculated based on a 60% exposure to domestic and non-domestic stocks with 35% invested in 

passive manager accounts and the remaining in active portfolios. The projected change in revenues is based upon an assumed 

increased earnings rale of 30 basis points applied to the asset value of the Permanent Fund. Growth in the asset value is at the 

long-term Callan projection of 8.7%, less dividend distributions of 4%,

Prepared by;

Division:

Approved by Commissioner: 

Agency:

Byron I. Mallott Phone: 465-2047

Alaska Permanent Fund Corporation

Cond o r ^Wilson L

Date: March 24,1993

Dale: March 24,1998

Revenue
4IBUfT

7
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office
Page 1 ol 1
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LEG.HB317.XLS



STATE OF ALASKA
1998 LEGISLATIVE SESSION

FISCAL NOTE BILL NO: HB317

Revision Date: _______________________ ______________________________ Dept Affected: Revenue_____________________
Title: Permanent Fund Corporation Investments___________________ BRU: Alaska Permanent Fund Corporation
__________ ________________________________________________ Component Alaska Permanent Fund Corporation

Sponsor: Rules ILBA ___________________________________  _____________________________
Requestor (H) FIN_____________________________________________ COMPONENT SERIAL NO.  109

Expenditures/Revenues:________  (Thousands ol Dollars)

OPERATING EXPENDITURES FY 99 FY00 FY 01 FY 02 FY03 FY04

PERSONAL SERVICES

TRAVEL

CONTRACTUAL 4,265.0 4,986.0 6,118.0 7,278.0 8,508.0 9,863.0

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 4,265.0 4,980.0 6,118.0 7,278.0 8,508.0 9,863.0

CAPITAL EXPENDITURES 1 .  . I
| CKaNGE IN REVENUES ( )  ~ I | I I T

FUND SOURCE______________________________________________________(Thousands ol Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 

1001 CBRF

1048 University of AK receipts 

Other 4,265.0 4,986.0 6,118.0 7,278.0 8,308.0 8.763.0

TOTAL 4,265.0 4,986.0 6,118.0 7,278.0 8,308.0 8,763.0

Estimate ol any current year cost $ 

POSITIONS:

586.0

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separata paga If necessary)

HB 317 as proposed amends AS 37.13.120(1) which established the Alaska Permanent Fund Corporation’s legal investment classes and their respective level ol 

authorization. HB 317 increases tho percentage level ol domestic and non-domestic corporate stocks to 60% cl the total investments of the Fund.

The projected costs above are calculated based on a 60% exposure to domestic and non-domestic stocks with 35% invested in passive manager accounts and 

the remaining in active portfolios.

Prepared by. Byron I. Maltott_________________________________J ___________  Phone: 465-2047_____

Division: Alaska Permanent Fund CorfSoijticn A  t / _____________  Dato: March 17.1998

Approved by Commissioner Wilson L Condon Date: March 17.1998

Agency: Revenue______ .____________________________ / ______
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office
Page 1 of t

hb317fn.xls



STATE OF ALASKA
199a LEGISLATIVE SESSION

FISCAL NOTE BILL NO: HB317

Revision Date:  _______________________________________DepLAftected: Revenue___________________

Tide: Alaska Permanent Fund Corporation Investments______ BRU: Alaska Petmanert Fund Corporation

__________________________________________________________Component Alaska Permanent Fund Corporation

Sponsor (H) Rulea/LB&A

Requestor (H) FIN COMPONENT SERIAL NO. 109

Expenditures/Revenues: (Thousands ol Dollars)

OPERATING EXPENDITURES FY 98 FY 99 FY00 FY 01 FY 02 FY03

PERSONAL SERVICES

TRAVEL

CONTRACTUAL 4,265.0 4,986.0 6,118.0 7,278.0 8,508.0 9,863.0

SUPPLIES

EQUIPMENT

LAND A STRUCTURES

GRANTS, CLAIMS •

MISCELLANEOUS

TOTAL OPERATING 4,265.0 4,985.0 6,116.0 7,278.0 8,508.0 9,66.1.0

CAPITAL EXPENDITURES | j

CHANGE IN REVENUES ( ) 72,000.0 75.384.0 78,927.0 82,636.6 86,520.5 90,587.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other 4,265.0 4,986.0 6,118.0 7,278.0 8,508.0 9,863.0
TOTAL 4,265.0 4,986.0 6,118.0 7,278.0 8,508.0 9,863.0

Estimate of any current year (FY97) cost $ 

POSITIONS:

586.0

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separata page If necessary)
HB 317 as proposed amends AS 37.13.120(1) which established the Alaska Permanent Fund Corporation's legal investment 

classes and their respective level of authorization. HB 317 increases the percentage level of domestic and non-domestic corporate 

stocks lo 60% of the total investments of the

The projected costs above are calculated based on a 60% exposure to domestic and non-domestic stocks with 35% invested in 

passive manager accounts and the remaining in active portfolios. The projected change in revenues is based upon an assumed 

increased earnings rate of 30 basis points applied to the asset value ol the Permanent Fund. Growth in the asset value Is al the 

long-term Callan projection of 8.7%, less dividend distributions of 4%.

<65-2047 

March 20.1998 

March 20.1998

For further distrfcution information call the Governor's Legislative Office

Page 1 ol 1
LEG.HB317.XLS
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A laska Perm anent Fund Corporation
P.O. Box 25500 J u n e a u , A la sk a  99802-5500 

(907) 465-2047

March 12,1998

Representative Gene Therriault 
Co-Chair, House Finance Committee 
Capitol Room 511 
Juneau, Alaska 99811

Dear Representative Therriault:

I am writing to request that you schedule House Bill No. 317 in the House 
Finance Committee at your earliest convenience. This bill, which is 
supported unanim ously by the APFC Board of Trustees, would increase 
from 50% to 60% the Board’s authorization to invest in common stocks.

Virtually all the literature on capital markets theory and practice indicates 
that equities provide a vastly superior long-term rate of return compared to 
other financial assets, albeit with increased short- and intermediate-term  
volatility. HB 317 would give the Board of Trustees the flexibility to 
increase the Fund’s investm ents in equities to a level comparable to its 
peers. Currently, the Permanent Fund has a sm aller allocation to equities 
than most other large institutional funds, including the State of Alaska’s 
retirem ent funds.

We look forward to testifying in support of this bill at your earliest 
convenience. Attached is back-up material to accompany the fiscal note 
which is presently enroute to you via the Commissioner of the Department 
of Revenue. Thank you.

W ith warm regards,

byron i .  M a n o t t  
Executive Director

C: Board of Trustees



A l a s k a  P e r m a n e n t  F u n d  

C o r p o r a t i o n

T h e  C a s e  f o r  H B  3 1 7

T o  g r a n t  t h e  T r u s t e e s  

t h e  a u t h o r i t y  a n d  f l e x i b i l i t y  

t o  i n v e s t  u p  t o  6 0 %  o f  t h e  P e r m a n e n t  F u n d

i n  s t o c k s



A r g u m e n t s  i n  F a v o r  o f  H B  3 1 7

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

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

T h e  F u n d ’ s  p r i n c i p a l  w o u l d  b e  b e t t e r  p r o t e c t e d  a g a i n s t  t h e  e f f e c t s  
o f  i n f l a t i o n .

T h e  F u n d ’ s  a s s e t  a l l o c a t i o n  w o u l d  b e c o m e  m o r e  c o m p a r a b l e  t o  
t h a t  o f  o t h e r  l a r g e  i n s t i t u t i o n a l  f u n d s ,  a n d  i t s  p e r f o r m a n c e  m o r e  
c o m p e t i t i v e .

M o v i n g  f r o m  5 C %  t o  6 0 %  e q u i t i e s ,  t h e r e  i s  f o u r  t i m e s  a s  m u c h  
u p s i d e  p o t e n t i a l  a s  d o w n s i d e  r i s k  - -  o v e r  a  5 - y e a r  p e r i o d ,  t h e  
b e s t - c a s e  i n v e s t m e n t  e n v i r o n m e n t  i n c r e a s e s  r e t u r n s  b y  1 2 0  b p s ,  
t h e  w o r s t - c a s e  d e c r e a s e s  r e t u r n s  b y  o n l y  3 0  b a s i s  p o i n t s .



E q u i t i e s  O u t p e r f o r m  — 

4 6  t i m e s  b e t t e r  t h a n  b o n d s

o v e r  t h e  l o n g  t e r m

C o n s i d e r  t h e  g r o w t h  o f  $ 1 . 0 0  i n v e s t e d  i n  

v a r i o u s  U . S .  a s s e t  c l a s s e s  f r o m  D e c .  3 1 , 1 9 2 5  

t o  D e c .  3 1 , 1 9 9 7 :

♦ I n f l a t i o n  $  9 . 0 2

♦ T r e a s u r y  b i l l s  1 4 . 2 5

♦ T r e a s u r y  b o n d s  3 9 . 0 7

♦ C o m m o n  s t o c k s 1 , 8 2 8 . 3 3



L o n g - T e r m  T o t a l  R e t u r n s
14 Years Ending December 31,1997

Percent

16.75

11.94

T o t a l  F u n d  F i x e d  I n c o m e  U . S .  S t o c k s  N o n - U . S .  S t o c k s  R e a l  E s t a t e

* L a s t  7  Y e a r s



P e r m a n e n t  F u n d ’ s  1 4 - Y e a r  P e r f o r m a n c e

3 , D D D  

2 , 0 0 0  

$  1 ,□ □ □

0\ 0
s 0



O t h e r  L a r g e  I n s t i t i o n a l  F u n d s  

I n v e s t  M o r e  i n  S t o c k s

A c c o r d i n g  t o  P e n s i o n s  a n d  I n v e s t m e n t s  A g e ,  

t h e s e  a r e  t h e  a v e r a g e  a l l o c a t i o n s  t o  e q u i t i e s  

o f  t h e  t o p  2 0 0  l a r g e s t  U . S .  d e f i n e d  b e n e f i t  

p e n s i o n  f u n d s  a s  o f  S e p t e m b e r  3 0 , 1 9 9 7 :

♦ C o r p o r a t e  6 7 %

♦ P u b l i c  6 0 %

♦ A l a s k a  P E R S  5 8 %

♦ A l a s k a  P e r m a n e n t  F u n d  4 8 %



E q u i t i e s  A l l o c a t i o n s  o f  

O t h e r  L a r g e  I n s t i t u t i o n a l  F u n d s
a c c o r d i n g  t o  a  r e c e n t  i s s u e  o f  Pensions & Investment Age

Market _________ Asset A llocations (%)

Fund
Value 

(b illions o f $)
Domestic
Equities

International 
Equities Combination

New York St Teachers 65,200 63.1 9.4 72.5
New York City Tvar A 10,910 70.6 70.6
New York City ERS 32,439 59.8 10.5 70.3
Minnesota St. Bl 30,100 51.6 16.2 67.8
Virginia RS 26,834 53.0 13.0 66.0
Massachusetts PRIM 20,451 49.3 15.4 64.7
Texas Teachers RS 60,621 55.6 8.6 64.2
California PERS 127,599 45.0 19.1 64.1
New York City Teachers 20,332 52.0 12.0 64.0
New Jersey 56,400 49.6 12.6 62.2
Connecticut St. 16,824 48.0 14.0 62.0
Oregon PERF 27,886 40.8 20.3 61.1
Mississippi PERS 11,790 50.4 9.4 59.8
Alaska State Pension Investment Board 10,658 42.0 17.0 59.0
New York City Police 13,055 57.4 57.4
Illinois Teachers RS 18,022 43.3 11.0 54.3
Missouri Public Schools 14,729 38.3 15.3 53.6
Ohio St Teachers’ 40,708 43.0 10.0 53.0
California STRS 64,803 32.3 20.3 52.6
New York Common RF 82,507 45.2 7.1 52.3
Pennsylvania School 35,633 47.0 3.0 50.0
Alaska Permanent Fund Corporation 2P,9JML« . . . . .  3 7 ^  „ 11.0 48.2



A  $ 1 4  B i l l i o n  D i f f e r e n c e
$48 billion vs. $62 billion in 2017

70 

60 
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40 

30 

2 0  

1 0  

0

+  A s s u m p t i o n s :  F u n d  w i t h  5 0 %  e q u i t i e s  e a r n s  8 .4 % ,  F u n d  w i t h  6 0 %  e q u i t i e s  e a r n s  8 .7 %  

f G r o w t h  i s  n e t  o f  a  4 %  a n n u a l  i n c o m e  d i s t r i b u t i o n

B i l l i o n s  o f  $

■  50% 0 6 0 %

9 7  9 8  9 9  0  1 2  3  4  5  6  7  8  9  1 0 1 1  1 2 1 3 1 4 1 5 1 6 1 7



I m p a c t  o n  t h e  P e r m a n e n t  F u n d  

o f  a  2 0 %  S t o c k  M a r k e t  C o r r e c t i o n

T o t a l  F u n d  v a l u e  a s  o f  D e c .  3 1 , 1 9 9 7 : $ 2 3 .0  b i l l i o n

S t o c k s  m a r k e t  v a l u e :  

S t o c k s  c o s t  v a l u e :  

U n r e a l i z e d  g a i n s :

$ 1 0 . 1  b i l l i o n  

7 .6  b i l l i o n  

2 .5  b i l l i o n

A f t e r  a  2 0 %  g l o b a l  s t o c k  m a r k e t  c o r r e c t i o n :  

S t o c k s  m a r k e t  v a l u e  

S t o c k s  c o s t  v a l u e :

U n r e a l i z e d  g a i n s

$ 8 .1  b i l l i o n  

7 .6  b i l l i o n  

.5  b i l l i o n

E x p e c t e d  P e r m a n e n t  F u n d  t o t a l  r e t u r n  w i t h  6 0 %  i n  e q u i t i e s :  8 .7 %

E x p e c t e d  P e r m a n e n t  F u n d  t o t a l  r e t u r n  w i t h  5 0 % i n  e q u i t i e s :  8 .4 %

$ 2 3 .0  b i l l i o n  P e r m a n e n t  F u n d  x  8 .7 %  =  $ 2 .0 0  b i l l i o n  

$ 2 3 . 0  b i l l i o n  P e r m a n e n t  F u n d  x  8 . 4 %  =  $ 1 . 9 3  b i l l i o n

A  2 0 %  r e d u c t i o n  i n  e a r n i n g s  r a t e  8 .7 %  x  8 0 %  =  7 .0 %

A  2 0 %  r e d u c t i o n  i n  e a r n i n g s  r a t e  8 .4 %  x  8 0 %  =  6 .7 %

$ 2 3 .0  b i l l i o n  P e r m a n e n t  F u n d  x  7 . 0 %  =  $ 1 .6 1  b i l l i o n  

$ 2 3 .0  b i l l i o n  P e r m a n e n t  F u n d  x  6 . 7 %  =  $ 1 . 5 4  b i l l i o n

T h e  a n n u a l  t o t a l  r e t u r n  d i f f e r e n c e  b e t w e e n  a  P e r m a n e n t  F u n d  a t  a  5 0 %  e q u i t i e s  

l e v e l  a n d  a  6 0 %  l e v e l ,  w i t h o u t  t h e  c o r r e c t i o n ,  i s  $ 7 0  m i l l i o n ,  w i t h  t h e  c o r r e c t i o n ,  

t h e  d i f f e r e n c e  i s  $ 7 0  m i l l i o n .



5 0 %  v s  6 0 %  E q u i t i e s :  

B e s t  C a s e  v s  W o r s t - C a s e

Five-Year Impact Based on Callan Capital Market Assumptions

T o t a l  F u n d  v a l u e  a s  o f  D e c .  3 1 , 1 9 9 7 : $ 2 3 .0  b i l l i o n

B E S T - C A S E  R E T U R N  W O R S T - C A S E  R E T U R N  

F u n d  w i t h  6 0 % i n  e q u i t i e s :  1 6 . 1 %  1 .9 %

F u n d  w i t h  5 0 % i n  e q u i t i e s :  1 4 .9 %  2 .2 %

$ 2 3 .0  b i l l i o n  P e r m a n e n t  F u n d  x  1 6 . 1 %  =  

$ 2 3 .0  b i l l i o n  P e r m a n e n t  F u n d  x  1 4 . 9 %  =  

D i f f e r e n c e

$ 3 ,7 0 3  b i l l i o n  

3 .4 2 7  b i l l i o n  

2 7 6  m i l l i o n

$ 2 3 .0  b i l l i o n  P e r m a n e n t  F u n d  x  1 .9 %  

$ 2 3 .0  b i l l i o n  P e r m a n e n t  F u n d  x  2 .2 %  

D i f f e r e n c e

$ 4 3 7  m i l l i o n  

5 0 6  m i l l i o n  

- 6 9  m i l l i o n

N O T E :  T h e  u p s i d e  p o t e n t i a l  ( b e s t  c a s e )  f r o m  a  s h i f t  t o  6 0 %  e q u i t i e s  f r o m  5 0 %  i s  

$ 2 7 6  m i l l i o n  p e r  y e a r  f o r  e a c h  o f  t h e  f i v e  y e a r s  in  t h e  p e r i o d  -  a  t o t a l  o f  $ 1 ,3 8 0  

b i l l i o n .  T h e  d o w n s i d e  r i s k  ( w o r s t - c a s e )  i s  $ 6 9  m i l l i o n  i n  r e d u c e d  e a r n i n g s  -  a  

t o t a l  o f  $ 3 4 5  m i l l i o n  f o r  t h e  f i v e  y e a r s .  T h e  b e s t  a n d  w o r s t  c a s e s  r e p r e s e n t  t h e  

9 5 t h  p e r c e n t i l e  a n d  5 t h  p e r c e n t i l e  p r o b a b i l i t i e s  r e s p e c t i v e l y .
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STATE OF ALASKA
1998 LEGISLATIVE SESSION

FISCAL NOTE i j iil Version: HB 3 1 7
(H ) Publish Date: 3 / 2 3 / 9 8

Revision Dale: ______________________________________

Title: Alaska Permanent Fund Corporation Investments

DepL Affected: Revenue

_BRU:

Component: Alaska Permanent Fund Corporation

Alaska Permanent Fund Corporation

Sponsor;

Requestor:

(H) Rules/LB&A

(H) FIN

Expenditures/Revenues:

COMPONENT SERIAL NO.

(Thousands ol Dollars)

109

OPERATING EXPENDITURES FY 99 FY00 FY 01 FY 02 FY 03 FY 04

PERSONAL SERVICES

TRAVEL

CONTRACTUAL 4,265.0 4,986.0 6,118.0 7,278.0 8.508.0 9,863.0

SUPPLIES

EQUIPMENT

LAND A STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 4,265.0 4,986.0 6,118.0 7,278.0 8,508.0 9,863.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 72,000.0 75,384.0 78,927.0 82,636.6 86,520.5 90,587.0

FUND SOURCE (Thousands ol Oollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other 4,265.0 4,986.0 6,118.0 7,278.0 8,508.0 9,863.0

TOTAL 4,265.0 4,986.0 6,118.0 7,278.0 8,508.0 9,863.0

Estimate of any current year (FY98) cost $ 

POSITIONS:

0.0

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page If necessary)
HB 317 as proposed amends AS 37,13,120(1) which established the Alaska Permanent Fund Corporation's legal investment 

classes and their respective level of authorization, HB 317 increases the percentage level of domestic and non-domestic corporate 

slocks to 60% of the total investments of the Permanent Fund.

The projected costs above are calculated based on a 60% exposure to domestic and non-domestic slocks with 35% invested in 

passive manager accounts and the remaining in active portfolios. The projected change in revenues is based upon an assumed 

increased earnings rate of 30 basis points applied to the asset value of the Permanent Fund. Growth in the asset value is at the 

long-term Callan projection of 8.7%, less dividend distributions ol 4%.

^ ______________________________________________
Prepared by:

Division:

Approved by Commissioner 

Agency:

Byron I. Mallott Phone: 465-2047

Alaska Permanent Fund Corgpration 

Wilson L. Cone'

Revenue

nt Fund Corporation _______

^ ____
BtrrioN ci

Dale: March 24,1998

Dale: March 24,1998
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F I S C A L  N O T E

1998 LEG ISLATIVE SESSION
R e v is io n  D ate:

T itle :

STATE OF ALASKA
0 2 - 0 9 - 9 SP04  : 4 4  RCVD 

BELL NO. HB321 (H ) L&C

Uniform Prudent In vestor Act

Departm ent: Com m erce  and Econom ic Developm ent 

B R U : Banking. S e c u r it ie s  and Corporations 

Com ponent: Banking, S e c u r it ie s  and Corporations

Sp o n so r: R e p . Ryan

Req u esto r: H ouse  Labor and C o m m erce

E xp en d itu res/R even u es

COMPONENT SERIAL NO.

(Th o u san d s of D ollars)

OPERATING EXPENDITURES F Y  99 FYO O F Y  01 F Y 0 2 F Y  03 F Y  04

P E R S O N A L  S E R V IC E S

T R A V E L

C O N T R A C T U A L

S U P P L IE S

E Q U IP M E N T

LAND  & S T R U C T U R E S

G R A N T S , C L A IM S

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

TOTAL OPERATING 0.0 0 .0 0 .0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0 .0 0 .0 0.0 0.0 . . . . .  0 . 0

CHANGE IN REVENUES 0.0 0 .0 0 .0 0 .0 0 .0 0.0

FUND SOURCE (Th o u san d s of D ollars)

1002 Fe d era l R e ce ip ts

1003 G F  M atch

1004 G en era l Fund

1005 G F/Prog ram  R e ce ip ts

1006 G F/M ental Health

O ther

TOTAL 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

Estimate of any current year (FY 98) cost: $ 0 .0

POSITIONS
F U L L -T IM E

P A R T -T IK

T E M P O R A R Y

ANALYSIS: (Attach a sep arate  page if n e c e ssa ry )

Prepared  by; 

D ivision:

W illis F. K irkpatrick , D irector

Banking, S e c u rit ie s  and Corporations 

Approved by C o m m issio n e r: Deborah B . Sed w ick

465-2521

Z - 9 - 9 ^

Agency:
UaZ- D ate:

C om m erce and Eco/fom ic Developm ent

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution inform ation, ca ll the G overn or's Leg isla tive  O ffice

Page 1 of 1



F I S C A L  N O T E

1998 LEG ISLA T IVE  SESSION
Revision Oats:
Title:

STATE OF ALASKA (H ) P ub lish  D ate: 2 / 1 8 / 9 8

r ] No: 1
Bill Version: HB 321

Uniform Prudent Investor Act

Sponsor: Rep. Ryan

Department: Commerce and Economic Development 
BRU: Banking, Securities and Corporations 

Component: Banking, Securities and Corporations

Requestor House Labor and Commerce COMPONENT SERIAL NO.

Expenditures/Revenues
OPERATING EXPENDITURES F Y  99 F <  00 FY 01 FY 0 2 F Y  03 F Y  04

PERSONAL SERVICES
TRAVEL
c o n tr a c tu a l  .. _  
SUPPLIES . . ■ W '

■

f f f i t r .  ■

EQUIPMENT ;Scv •

LAND &  STRUCTURES
GRANTS, CLAIMS w
MISCELLANEOUS
TOTAL OPERATING 0 .0 0 .0 0.0 0.0 0 .0 0 .0

ICAPIT/4L EXPENDITURES I o.o T 0 .0 0.0 0.0 I 0.0 0 .0  I

ICHANGE IN REVENUES I 0.0 0 .0  | 0.0 0.0 | 0.0 0 .0  |

FUND SOURCE (T h o u san d s ot D ollars)

1002 F e d e ra l R e c e ip ts

1003 G F  M atch

1004 G e n e ra l Fund

1005 G F /P ro g ra m  R e c e ip ts

1006 G F/M enta l H ealth

Other
TOTAL 0 .0 0 .0 0.0 0.0 0 .0 0 .0

Estimate of any current year (FY 98) cost: $ 0 .0

P O S IT IO N S

F U L L -T IM E I

P A R T -T IM E i
1

T E M P O R A R Y 1

ANALYSIS: (Attach a  se p a ra te  page il n e c e ssa ry )

P re p a re d  by:

D iv isio n :

W illis  F . K irkpatrick, D ir e c t o r / / / / ,

Date:

465-2521ZHIZEL
- jt lt

Banking , S e c u r it ie s  and Corporations

A pproved by C o m m iss io n e r  Deborah B . Se d w ick  

A g en cy: C o m m erce  and Eco/I

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

Page 1 of 1
C O M * I t  r T E E  C O  P Y



COMMITTEE ASSIGNMENTS:

LABOR & COMMERCE 
MILITARY 8 VETERANS AFFAIRS 
COMMUNITY a REGIONAL AFFAIRS OIL a GAS

gllaska £>tate le g is la tu re
t i o u s c  o f  'R c p rc s c n ta t io c s

R epresentative J oe  Ryan
1 000-922-3875 hllp://www akrepubllcans.org

IN T E R IM :
716 W. 4THAVE. 
ANCHORAGE. AK 99501 
PHONE (907) 258-8161

S E S S IO N :
STATE CAPITOL 
ROOM 420
JUNEAU. AK 99801-1182 
PHONE (907) 465-3875

SPONSOR STATEMENT for HB 3 2 1

T he Uniform  Prudent Investor A ct reverses com m on law rules that restrict 
the investm ent powers o f trustees. The new act requires a trustee to invest as 
a prudent investor would, using reasonable care, skill and caution in light o f 
the objectives and risk tolerance o f the individual trust. D iversification o f 
assets is an obligation. T rustees can delegate investm ent responsibilities to 
experts. W ithin the scope o f these powers and duties, trustees can choose to 
invest in any kind o f asset that m eets the objective o f the specific trust.



UNIFORM  PRUDENT INVESTOR ACT
- A  S  U M M A  R  Y -

T r u s te e s  o f  t ru s ts  a n d  l ik e  f id u c ia r ie s  h a v e  b e e n  s u b je c t  to  ru le s  s e v e re ly  r e s tr ic t in g  

th e  ty p e s  o f  in v e s tm e n t  m o d a l i t ie s  in  w h ic h  th e y  ca n  in v e s t  th e  a s s e ts  o f  t h e  t ru s ts  th a t  th e y  

a d m in is te r  a n d  m a n a g e .  I n te r e s t - b e a r in g  in s t ru m e n ts  — s a f e  in c o m e  — o f  l im ite d  k in d s  (n o  

j u n k  b o n d s )  a r e  t h e  lim it o f  r is k  p e r m i t t e d  o r  th o u g h t  t o  b e  p e r m i t t e d  u n d e r  th e  t r a d i t io n a l  

r u le s .  P r o te c t  t h e  p a p e r  v a lu e  o f  t h e  p r in c ip a l  a t  a ll c o s ts  is th e  m a n d a te  f o r  t r u s te e s .  In 

a d d it io n ,  a  t r u s t e e ’s p e r f o r m a n c e  is r a t e d  b y  th e  p e r f o r m a n c e  o f  e a c h  a n d  e v e ry  in v e s tm e n t,  

s ing ly , a n d  n o t  o n  th e  p e r f o r m a n c e  o f  th e  w h o le  o f  t h e  p o r t fo l io .  A n d  t r u s te e s  h a v e  b e e n  

p r e c lu d e d  f ro m  o b ta in in g  p ro f e s s io n a l  in v e s tm e n t  h e lp .

T h e  r e s u l t  fo r  t ru s ts  is  m o d e s t  in c o m e  p ro d u c t io n  a t  b e s t  w i th o u t  r e g a rd  fo r  th e  

e ro s io n  o f  a  t r u s t ’s a s se ts  b y  in f la t io n .  C a n  i t  b e  th a t  th e s e  ru le s  m is c a lc u la te  th e  r e a l  r isk  

a n d  a c tu a lly  j e o p a r d i z e  th e  a s s e ts  o f  a  t r u s t  r a th e r  th a n  p ro v id e  f o r  th e i r  p r o te c t io n ?

T h e  a n s w e r  is y es . A n d  a  r e m e d y  is n o w  a t  h a n d  in  th e  U n ifo r m  P r u d e n t  In v e s to r  

A c t  (U P IA ) ,  p ro m u lg a te d  b y  th e  U n ifo r m  L a w  C o m m is s io n e rs  in  1994 . T h e  a d o p t io n  o f  th is  

a c t  b y  th e  s t a t e  le g is la tu re s  w ill c o r r e c t  th e  ru le s ,  b a s e d  o n  fa ls e  a n d  d a m a g in g  p re m is e s ,  th a t  

n o w  g o v e rn  th e  a c tio n s  o f  t r u s te e s .

B y n o  m e a n s  d o e s  U P I A  tu r n  t r u s te e s  in to  u n r e s t r a in e d  s p e c u la to r s .  I t  p ro v id e s  ru le s  

g o v e rn in g  in v e s tm e n t  th a t ,  in  fa c t, r e s u l t  in  g r e a t e r  p r o te c t io n  fo r  t h e  t r u s t ’s a s s e ts  w h ile  

p ro v id in g  a  p r o s p e c t  o f  b e t t e r  in c o m e . U P I A  d o e s  n o t  e n c o u r a g e  i r r e s p o n s ib le ,  s p e c u la t iv e  

b e h a v io r ,  b u t  r e q u ir e s  c a re fu l  a s s e s s m e n t  o f  in v e s tm e n t  g o a ls , c a re fu l  a n a ly s is  o f  r isk  v e rs u s  

r e tu r n ,  a n d  d iv e rs if ic a t io n  o f  a s s e ts  to  p r o t e c t  th e m . I t  g iv e s  t h e  t r u s t e e  th e  to o ls  to  

a c c o m p lis h  th e s e  e n d s .  U P I A  r e q u ir e s  t r u s te e s  to  b e c o m e  d e v o te e s  o f  " m o d e m  p o r tfo l io  

th e o ry "  a n d  to  in v e s t  a s  a  p r u d e n t  in v e s to r  w o u ld  in v e s t  " c o n s id e r in g  th e  p u rp o s e s ,  te rm s ,  

d is t r ib u tio n  r e q u ir e m e n ts ,  a n d  o th e r  c i r c u m s ta n c e s  o f  t h e  t ru s t"  u s in g  " re a s o n a b le  c a re ,  skill, 

a n d  c a u tio n ."

T h e  t r u s t e e  h a s  a  lis t o f  f a c to r s  w h ic h  m u s t  b e  c o n s id e r e d  in  m a k in g  in v e s tm e n t  

d e c is io n s , in c lu d in g  " g e n e ra l  e c o n o m ic  c o n d it io n s ,"  " p o ss ib le  e f fe c t  o f  in f la t io n  o r  d e f la tio n ,"  

" th e  e x p e c te d  to ta l  r e tu r n  f ro m  in c o m e  a n d  t h e  a p p r e c ia t io n  o f  c a p ita l,"  a n d  " o th e r  re s o u rc e s  

o f  th e  b e n e f ic ia r ie s ."  T h e  t r u s te e  m u s t  t a k e  ta x  c o n s e q u e n c e s  o f  in v e s tm e n t  d e c is io n s  in to  

a c c o u n t  T h e r e  is  a  p o s i t iv e  o b lig a t io n  to  d iv e rs ify  a s s e ts  "u n le ss  t h e  t r u s t e e  re a s o n a b ly  

d e te r m in e s  th a t ,  b e c a u s e  o f  s p e c ia l  c i r c u m s ta n c e s ,  th e  p u r p o s e s  o f  th e  t r u s t  a r e  b e t t e r  s e rv e d  

w ith o u t  d iv e rs ify in g ."  T h e  t r u s t e e ’s o b l ig a t io n s  a r e  s ig n if ic a n t, r e q u ir in g  s o p h is tic a te d  

a p p r o a c h e s  to  in v e s tm e n t  t h a t  re a l ly  t a k e  in to  a c c o u n t  t h e  r ig h t  r i s k - to - r e tu m  ra tio  fo r  th e  

p a r t ic u la r  t ru s t .
In  a d d i t io n ,  a  t r u s te e ’s p e r f o r m a n c e  in  U P I A  is m e a s u r e d  b y  th e  p e r f o r m a n c e  o f  all 

t h e  a s s e ts  to g e th e r .  A  lo ss  w ith  r e s p e c t  to  a  s in g le  a s s e t  d o e s  n o t  m e a n  t h a t  th e  t r u s te e  h as  

v io la te d  h is  o r  h e r  f id u c ia ry  r e s p o n s ib i l i t ie s .  T h e  a c t  t a k e s  th e  tru ly  h o lis t ic  a p p r o a c h  to  

in v e s tm e n t  p r a c t ic e s .



P a g e  2

In  r e tu r n  fo r  th e s e  o b l ig a t io n s ,  U P I A  re m o v e s  a n y  r e s tr ic t io n s  u p o n  th e  ty p e s  o f  

in v e s tm e n t  m o d a l i t ie s  w h ic h  m a y  b e  c h o s e n  in  a t r u s t ’s p o r tfo l io .  I t is q u i te  p o s s ib le , fo r 

e x a m p le , to  h o ld  p o s i t io n s  in  h ig h - in te r e s t  bo D d s ( ju n k  b o n d s )  o r  m u tu a l  fu n d s  in v e s tin g  in 

su c h  b o n d s ,  in  a  d iv e r s i f ie d  p o r t f o l io ,  if s u c h  a n  in v e s tm e n t  m e e ts  th e  n e e d s  o f  th e  p a r t ic u la r  

t ru s t  in  lig h t o f  th e  r i s k / r e tu r n  a n a ly s is  s p e c if ic  to  t h a t  t ru s t .

O n e  o f  th e  b o o n s  to  t r u s te e s  o f  s m a l le r  tru s ts  is th e  ab ility  to  in v e s t  in  m u tu a l  fu n d s. 

M u tu a l  fu n d s  r e d u c e  in v e s tm e n t  r isk  b y  d iv e rs ify in g  th e i r  p o r tfo l io s .  B y  u s in g  m u tu a l  fu n d s, 

a  t r u s te e  o f  a  t r u s t  t h a t  d o e s  n o t  h a v e  a  la rg e  e n o u g h  c o r p u s  to  e f fe c tiv e ly  d iv e rs ify  its  a sse ts  

c a n  e n h a n c e  d iv e r s i f ic a t io n  o f  th e  t r u s t ’s p o r t fo l io  to  l im it  th e  t r u s t ’s r i s k  o f  lo ss .

U P I A  a ls o  p e r m i t s  th e  t r u s te e  to  d e le g a te  in v e s tm e n t  a n d  m a n a g e m e n t  fu n c tio n s  

" th a t  a  p r u d e n t  t r u s t e e  o f  c o m p a r a b le  skills c o u ld  p ro p e r ly  d e le g a te  u n d e r  th e  

c irc u m s ta n c e s ."  C a r e f u l  s e le c t io n  o f  th e  a g e n t  a n d  c a re fu l ,  p e r io d ic  r e v ie w  o f  th e  a g e n t 's  

a c tio n s  a r e  p a r t  o f  t h e  t r u s t e e ’s r e s p o n s ib i l i ty  w h e n  d e le g a t in g  a u th o r i ty .  .An a g e n t  h as  a 

re s p o n s ib i l i ty  o f  r e a s o n a b le  c a r e  in  c o n d u c tin g  th e  d e le g a te d  b u s in e s s  o f  th e  t ru s t .

W h y  is it t h a t  t h e  p r u d e n t  m a n  ru le  o f  p r io r  la w  m ay , in  fa c t, j e o p a r d i z e  th e  a s se ts  

in  a  t ru s t?  S o m e  o f  t h e  in s t r u m e n ts  in  w h ic h  t ru s te e s  h a v e  b e e n  a b le  to  in v e s t  h a v e  b e c o m e  

m o re  v o la t i le  in  p r ic e .  T r e a s u r y  b o n d s ,  f o r  e x a m p le , lo n g  th o u g h t  to  b e  s a fe  in v e s tm e n ts , 

n o w  f lu c tu a te  c o n s id e r a b ly  in  v a lu e  w ith  th e  f lu c tu a tio n  o f  in te r e s t  r a te s .  T h e  fo rm e r  so- 

c a lle d  s a fe  in v e s tm e n t  m a y  n o t  b e  so  s a fe  a n y m o re . In  c o n tr a s t ,  c o m m o n  s to c k s  h a v e  sh ew n  

c o n s is te n tly  b e t t e r  r e tu r n s  o v e r  th e  y e a rs  th a n  b o n d s  — y e t  t r u s te e s  h a v e  b e e n  p re v e n te d  

fro m  in v e s tin g  in  c o m m o n  s to c k s .  S to c k s  h a v e  b e e n  h is to r ic a l ly  s a f e r  in v e s tm e n ts ,  th e re fo re ,  

in  d iv e rs if ie d  p o r t f o l io s  th a n  b o n d s  h a v e  b e e r . .  T ru s ts  h a v e  b e e n  d e p r iv e d  o f  r e tu r n  a t  s e m e  

g r e a te r  r isk  by  th e  a n t i q u a t e d  ru le s  th a t  g o v e rn  in v e s tm e n t  o f  th e i r  a s s e ts .

B y  fa r  th e  m o s t  in s id io u s  d a m a g e  to  tru s t  a s s e ts  c o m e s  f ro m  in f la t io n . I f  t ru s te e s  

c a n n o t  in v e s t  in  m o d a l i t i e s  t h a t  e x c e e d  th e  r a te  o f  in f la t io n  in  r e tu r n ,  th e  in e v ita b le  re s u lt  

is d im in u tio n  o f  t h e  c o r p u s  o f  th e  t ru s ts  th e y  m a n a g e .  T n e  b e n e f ic ia r ie s  o f  t ru s ts  so 

r e s tr ic te d  lo se  in  all w a y s , b o t h  w ith  r e s p e c t  to  in c o m e  a n d  p r in c ip a l.

T h e  U P I A  p r o v id e s  r u le s  th a t  c a n  b e  m o d if ie d  o r  w a iv e d  in  th e  t r u s t  a g r e e m e n t .  A n y  

p e r s o n  w h o  w ish e s  t o  p u t  p r o p e r t y  in  t ru s t  a n d  w h o  w a n ts  to  p ro v id e  d i f f e r e n t  s ta n d a r d s  o f 

c o n d u c t  f o r  th e  t r u s t e e  is p e r m i t t e d  to  d o  so  u n d e r  U P I A .

U P I A  p ro v id e s  a  r e a s o n a b le  a p p r o a c h  to  th e  in v e s tm e n t  o f  t r u s t  a s s e ts  t h a t  b e t t e r  

m e e ts  th e  n e e d s  o f  b e n e f i c i a r i e s  w h ile  p re s e rv in g  t r u s t  a s s e ts .  I t  s h o u ld  b e c o m e  th e  law  fc  

ev e rv  s ta te  a s  s o o n  a s  o o s s ib le .

Founded in 1892, the National Conference of Commissioners on Uniform State Laws is a confederation of 
state commissioners on uniform laws. Its membership is comprised of 300 practicing- lawyers, judges, and 
law professors who are appointed by each of the 50 states, the District of Columbia, Puerto Pico era he US. 
Virgin Islands to draft uniform and model state laws and work toward their enactment



L E G A L  S E R V I C E S
D IV IS IO N  O F  L E G A L  A N D  R E S E A R C H  S E R V I C E S  

L E G I S L A T IV E  A F F A IR S  A G E N C Y

(9071 -5 5 -3 8 6 7  or 4 65 -2450  S T A T E  O F  A L A S K A

4 55 -2 0 2 9  130 Sew ard  Stre et. Su ite 4 : ;

Man S : ; p  3101 Juneau, A la ska  99801-2105

M  E M  O  R A N D U M  F eb ru a ry  9. 1998

S U B J E C T : S ec tio n a l S u m m ary  (HB 321)

T O : R ep re sen ta tiv e  Joe Ryan

F R O M : T a m a ra  B randt C ook
D ire c to r  \ U

H ere is the sec tio n a l su m m ary  you  requested  for a b ill d ea lin g  w ith  trusts based  on the 
U nifo rm  P rudent Investo r A ct o f  the N ational C onference o f  C o m m issio n s on U niform  State 
Law s.

S ecs. 1 a n d  2. C o rrec t a c ro ss-re fe ren ce  to a s tatu te  repea led  in th is  bill.

Sec. 3. A dds a new  a r tic le  -- the U niform  Prudent In v esto r A ct.
Sec. 13 .36 .2 0 0 . R eq u ires  a trustee to com ply  w ith  the p ru d en t investo r rule and 

perm its  the ru le  to be ex p an d ed , restricted, elim inated, o r altered  by  the provisions o f  a trust.
Sec. 13 .36 .205 . R eq u ires  a trustee to m anage asse ts b y  co n sid erin g  the purposes, 

term s, d is trib u tio n  req u irem en ts , and o th er c ircu m stan ces  o f  the  trust. L ists spec itlc  
c irc u m sta n ces  that a tru s tee  m ust consider. R equires a tru stee  to m ak e  a reasonab le  effort 
to  verify  facts re levan t to m an ag em en t o f  trust assets. A trustee w ith  special sk ilis has a duty 
to use those  sk ills .

Sec. 13 .36.210. R eq u ires  d iversifica tion  o f  investm en ts , un less the pu rposes o f  the 
tru st a re  b e tte r  served  w ith o u t d iversify ing .

S ec. 13 .36 .2 1 5 . R eq u ires  a trustee  to rev iew  a trust and m ak e  d ec isio n s regard ing  
asse ts  w ith in  a rea so n ab le  tim e  afte r accep ting  a tru steesh ip  o r receiv ing the assets.

S ec. 13 .36 .2 2 0 . R eq u ires  a trustee to m anage asse ts so le ly  in the in terest o f  the 
b en e fic ia rie s .

S ec. 1 3 .3 6 .2 2 5 . R eq u ires  a trustee to act im p artia lly  i f  a trust has tw o o r m ore
'"eneficiaries.

See. 1 3 .3 6 .2 3 0 . A tru stee  mu;, only incur costs that are reaso n ab le  in m anag ing  a
trust.

Sec. 13 .36.235. C o m p lian ce  with the prudent in v es to r ru le  is de term ined  in light o f  
the facts ex is tin g  at the  lim e o f  the trustee s dec ision  or action .

See. 13 .36.240. A trustee  m ay delegate investm en t and m an ag em en t functions, but 
the trustee m ust ex erc ise  care, skill and caution in se lec tin g  an ag en t, e s tab lish in g  the term s 
o f  the d e leg a tio n , and rev iew ing  the agent s actions.



S ec. 13.36.260. C erta in  genera l p h rases that m ay ap p ea r in a trust invoke the 
s tan d a rd s  o f  th is article.

Sec. 13 .36.265. T he new artic le  app lies to trusts e x is 'in g  on and crea ted  after the 
e f fe c tiv e  d a te  o f  those sec tions, but, as app lied  to ex isting  tru sts , the artic le  governs on ly  
d ec is io n s  o r ac tio n s that occu r afte r the effec tiv e  date.

S ec. 13.36.270. T he new  artic le is to construed to m ake un ifo rm  the law  am o n g  the 
s ta te s  tha t adop t a U nifo rm  P ruden t Investo r Act.

Sec. 13 .36.275. T he sho rt title is the U niform  P ruden t In v esto r A ct.

S ec . 4 . T he ex is tin g  sta tu te  d ea lin g  w ith  a tru stee 's  s tandard  o f  ca re  is repealed .

S ec . 5. Im m ed ia te  effective date.

Representative Joe Ryan
February 9, 199S
Page 2

T B C :g lc
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A F ew  Facts A bout 
T H E  U N IFO R M  P R U D E N T  IN V E S T O R  A C T

PU R PO SE : T his act rem oves m uch o f  the com m on  law  restric tion  up o n  the  investm en t

to u tilize  m odem  p o rtfo lio  theo ry  to  g u id e  in v es tm en t dec isions. A 
fiducia ry 's  p erfo rm ance is m easu red  on the p e rfo rm an c e  o f  the w hole 
p o rtfo lio , no t upon the perfo rm an ce  o f  each  in v es tm en t s ing ly . The act 
a llo w s the fiduciary  to delega te  in v es tm en t d ec is io n s  to  q u a lified  and 
su p erv ised  agents. It requ ires so p h is tica ted  risk -re tu m  an a ly s is  to gu ide 
investm en t decisions.

ORIGIN : C om ple ted  by the U n ifo rm  L aw  C o m m issio n ers  in 1994.

E N D O R S E D  BY: A m erican  B ar A ssocia tion
A m erican  B ankers A ssocia tion

STA T E
.ADOPTION S:

.Arizona 

.Arkansas * 
C alifo rn ia  
C olorado

N ew  Je rse y  * 
N ew  M ex ico  
N o rth  D a k o ta  • 
O k lah o m a 
O regon 
R hode Island  
U tah

C onnecticu t *
Idaho * 
M aine
M inneso ta
Missouri
Nebraska

W ash in g to n  
W est V irg in ia

199”’
IN T R O D U C T IO N S: D istrict o f  C olum bia

Haw aii
Indiana

Iowa
M assach u se tts
M ississ ip p i
V erm ont



Investment Legislation Governing 
Trusts and  Foundations (by State)
As of November, 1997

- & •
Alabama 5/16/89 Ah. Code §

.Alaska

.Arizona 7/20/96 Art*. Rev. Si

.Arkansas 3/31/97 Act 940 of 1

California 1/1/96 : C*L Prob. C

Colorado 7/1/95 Cofc. Rev. 5

Connccucut 6/1/97 Public Act.'

Delaware 7/3/86 Dri. Code.*

Dist. of Columbia 2/1/95 D.C. Super.

Flonda 10/1/93 Ha. Star. Ac

Georgia s 1/1/9* Ga. Code A

Hawaii 4/14/VT 30 Hawaii 1

Idaho Idaho Code

Illinois 760 Dl. Cot

Indiana

Iowa ■ 4/13/91 Iowa Code

Kansas : -t: Kan. Sat. A

Kentucky
-------------- ■ -

V ^ 7/15/96 Kent. Rev.!

Louisiana

Maine ' . Me. Rer. St

Maryland Md. Eit. It

Massachusetts

Michigan

Minnesota 1/1/97 ” ’ ' Minn. Sat.

Mississippi

Missoun 8/28/96 Mo. Ann. 5

Montana 10/1/89 Mont. Coc

Nebraska 4/2/97 Legislative

Nevada 4/17/89 Nev. Rev. i

New Hampshire

New Jersey 3/7/97 N.J. Sot A

New Mexico 7/1/95 N.M. Star.

New Vork 1/1/95 N.Y. Est.. 1

North Carolina i

North Dakota 8/1/97 N.D. Cent

Ohio 1

Oklahoma 11/1/95 Okla. Sut.

Oregon 9/9/95 Or. Rev. Si

Pennsylvania

Rhode Island 8/6/96 R.I. Seat. §

South Carolina 6/5/90 S.C. Code

>ojth Dakota 7/1/95 S.D. Codi-

Tennessee 7/1/89 Tcnn Coc

Texas 6/16/91 Tex. Prop

Utah 7/1/95 Utah Cod

Ver-r.. r.t .

Virginia 4/6/92 Va. Cede

Washington 7/23/95 Wash. Re-

West Virginia 7/1/96 W. Va. L.

A m odel U niform  P ruden t Investor Act 

“ I 'P L A " was prom ulgated  by the N ational 

C on ference  o f  C om m issioners on  U niform  State 

Laws in 1994 and recom m ended  for enactm en t by 

the sta tes. T he UPLA allows trustees and similar 

fiduciaries to  em ploy m odern  portfo lio  theo ry  to  

gu ide  investm en t decisions, and evaluates a 

fiduciary 's conduc t based on  a strategy for the total 

p o rtfo lio , ra th er than on die selection o f  individual 

assets. In  add ition , the U PIA  makes the follow ing 

alte ra tions in the form er criteria for fiduciary 

investm en t: (A) the tradeoff betw een risk and re tu rn  

is iden tified  as the fiduciary’s central investm ent 

co n sidera tion ; (B) categoric restrictions on  types o f  

investm en ts have been  abrogated; (C ) the concept 

th a t fiduciaries should  diversify portfo lio  invest­

m en ts  has been  in tegrated  in to  the defin ition  o f  

p ru d en ce ; (D ) the m uch criticized ru le o f  tru st law 

fo rb idd ing  the trustee to  delegate investm ent and 

m an ag em en t functions has been reversed (som e 

jurisd ictions impose notice requirem ents no t 

m an d ated  by the U P IA '; and 'E l  the trustee may­

be relieved from  liability for acts o f  the agen t, if 

ce rta in  requ irem ents are met.

It shou ld  be no ted  that charitable foundations 

an d  private trusts are subject to  similar investm ent 

rules. The U PIA  is applicable to foundations 

o rgan ized  in crust form. Charitable co rporations, 

o n  th e  o th e r  hand, are governed in m any jurisdic­

tions by the U niform  M anagem ent o f  Institu tional 

F u n d s Act I “ U M IFA "). T he far righ t colum n 

o f  th e  chart indicates w hether a state has adop ted  

UMLFA.

The chart at the right shows fh* states that have 

adopted the UPIA, or substantial portions thereof, at 

of lhr» pubhcotion. Additionally, many othar states 

are identified that now require a total pot ftolio 

approoch to investment management, but which do 

not otherwise have previsions resembling the UPIA.

If a stale has no total portfolio statute, the chart 

makes no representation regording whether that 

start laws curtain any other provision resembling 

the UPIA.

y\ i*.u»sin

Wyoming



120-2 and 19-3-322 | No | No | No | Yes No ( No r*s
| No

: Si 14-7601 to 14-7611 Yes Yes Yes Yes Yes No No

Ye* Yes Yes Yes Yes No Yes

•16045 to 16054 Yes Yes Yes Ye* Yes No Ye*

n. SS 15-1.1-101 k> 15-1.1-115 Ye* Yes Yes Yes Yes No Yes

140 Yes Yes Yes Yes Yes No Yet

12, $ 3302 No Yes No No No No Yos

o R. 5<a) Yes Yes No No No No Yes

18 11 and 518.112 Yes Ye* Yes Yes Yes Ye* Ye*

'3-8-2 No Yes No No No No Yes

Minna 5S4C Yes Yes Yes Yes Yes No Ye*

10 Yes Ye* Yes Yes Ye* No Yos

Ann. §§ 5/5 and 5/5.1 Yes Yes Yes Yes Yes lies Yes

Yes

-33.123 No No No No 2 Na No Yes

>8-1202 nd 17-5004 Yes Ye* Ye* Yes Yes Yes Yos

' 277— ff4a ootf to cosporase ftdudano Yes No Yes Yes No ** Ye*

Yes

r.c 18-A, J7-302 Yes Yes Yes Yes Yes • No Yes

ode Aan. $ 15-114 Yes Ye* , Yes Yes No No Ye*

Ye*

Yes

501B.151nd501B.152 Yes Ye* Yes Yes Yes No Yes

No

-6.900 i d  456.913 Yes Yes Yes Yes Yes No Yes

-2 34-114 No Yes No No Yes No Yes

Yes Yes Yes Yes Yes No Yes

050 No Yes No No No No No

Ye*

20-11.1 CD3B-J0-11.12 Yes Yes Yes Yes Yes Yes Ye*

'-'-601 to 45-7-612 Yes Yes Yes Yes Yes No No

Trusts Law $ 11-2.3 Yes Yes Yes Yes No No Yes

Yes

> 02-08.1 ro 59 02-08.11 Yes Yes Yes Yes Yes No Yes

Yes

.'5.60 to 175.72 Yes Yes Yes Yes Yes No Yes

!94 to 128218 Yes Yes Yes Yes Yes No Yes

No

18-15-13 Yes Yes Yes Yes Yes No Yet

'•302 No Yes No No No No Yet

\n. JS 55-5-6 to 55-5-16 Yes Yes Yes Yes No No No

3-117 No Yes No No No No Yes

■j 113.056 No Yes No No No No Yes

' 302 Yes Yes Yes Yes Yes No No

Yes

:  1 No Yes Yes No No No Yes

. 11.100.010 et scq, No Yes Yes No No No Yes

I to 44-6C-15 Yes Yes Yes Yes Yes No Yes

! 1 | 1 Yes



WHY STATES SHOULD ADOPT 
THE UNIFORM PRUDENT INVESTOR ACT

T h e  U n ifo rm  P ru d e n t  In v e s to r  A c t r e v e r s e s  c o m m o n  la w  ru le s  t h a t  r e s t r ic t  th e  
in v e s tm e n t  p o w e rs  o f  t ru s te e s .  T h e  n e w  a c t  r e q u ir e s  a  t r u s te e  t o  in v e s t  a s  a  p r u d e n t  
in v e s to r  w o u ld , u s in g  r e a s o n a b le  c a re ,  sk ill a n d  c a u tio n  in  lig h t o f  t h e  o b je c t iv e s  a n d  r isk  
t o le r a n c e  o f  th e  in d iv id u a l t ru s t .  D iv e r s if ic a t io n  o f  a s s e ts  is a n  o b l ig a t io n .  T r u s te e s  c a n  
d e le g a te  in v e s tm e n t  re s p o n s ib il i t ie s  to  e x p e r ts .  W ith in  t h e  s c o p e  o f  th e s e  p o w e rs  a n d  
d u t ie s ,  t r u s te e s  c a n  c h o o s e  to  in v e s t  in  a n y  k in d  o f  a s s e t  th a t  m e e ts  th e  o b je c t iv e  o f  th e  
s p e c if ic  t ru s t .

W h a t  a r e  t h e  sp e c if ic  a d v a n ta g e s  o f  t h e  U n ifo r m  P r u d e n t  I n v e s to r  A c t?

1. T ru s ts  a r e  lik e ly  to  a c h ie v e  a  b e t t e r  r e tu r n  fo r  b e n e f ic ia r ie s  th a n  is th e  c a s e  
u n d e r  th e  c o m m o n  law  ru le s .

2. T ru s te e s  c a n  p r o te c t  th e  t r u s t  c o r p u s  b e t t e r  th ro u g h  d iv e rs i f ic a t io n  o f  a s s e ts  
th a n  is th e  c a s e  u n d e r  th e  c o m m o n  la w  ru le s .

3. T ru s te e s  c a n  in v e s t  to  c o u n te r  th e  e f fe c ts  o f  in f la t io n , s o m e th in g  th a t  th e  
c o m m o n  ru le s  d o  n o t  a llow .

4. A  t r u s te e  n o  lo n g e r  is fo rc e d  to  re ly  u p o n  h is  o r  h e r  o w n  k n o w le d g e  a n d  
e x p e r t is e ,  b u t  c a n  a c q u ire  in v e s tm e n t  s e rv ic e s  to  e n h a n c e  h is  o r  h e r  o w n  
k n o w le d g e  a n d  skill.

5. T ru s te e s  :n n  t a k e  in to  a c c o u n t  th e  c h a n g in g  c h a r a c te r  a n d  k in d s  o f  a s s e ts  
a v a ila b le  fo r  in v e s tm e n t ,  f r e e  o f  a r c h a ic  re s tr ic t io n s .

5. T ru s te e s  a r e  ju d g e d  o n  o v e ra ll  p e r f o r m a n c e  o f  t h e  a s s e ts  in  a  t ru s t ,  r a th e r
th a n  o n  th e  p e r fo rm a n c e  o f  s p e c if ic  a s s e ts .

7. T h e  sp e c if ic  n e e d s  o f  e a c h  t r u s t  c a n  b e  t a k e n  in to  a c c o u n t  in  d e v is in g  
in v e s tm e n t s tra te g y , r a th e r  t h a n  b e  s u b o r d in a te  to  g e n e r ic  in v e s tm e n t  ru le s  
t r e a t in g  all t ru s ts  as  th e  s a m e .

8. T h e  A c t  w ill p ro v id e  u n ifo rm ity  o f  law , n e c e s s a ry  in  a n  in t e r s t a t e  
in v e s tm e n t  e n v iro n m e n t.
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_ D I L L O N  &  F IN D )  F V _ J  

J u n e a u , AK 9 9 8 0 1

D e a r  A r t ,

Y o u r l e t t e r  o f  F e b r u a r y  2 an d  e n c lo s u r e s  was on  my d e s k  when  
I  r e t u r n e d  to d a y  f o l l o w i n g  t h r e e  d a y s  in  C h ic a g o  f o r  a d r a f t i n g  
c o m m it te e  m e e t in g .

I  a g r e e  t h a t  t h e  a d ju s tm e n ts  i n  t h e  P r o b a t e  C ode t h a t  a r e  
in c lu d e d  in  t h e  U n ifo r m  P r u d e n t  I n v e s t o r  A c t  b i l l  a r e  
a p p r o p r i a t e .  I  am d e l ig h t e d  t h a t  A la s k a  a p p e a rs  t o  b e  a b o u t  t o  
e n a c t  t h e  U n ifo r m  P r u d e n t  I n v e s t o r  A c t .

H ope y o u  a r e  f i n e .  We a r e .

C h e e r s ,
f \  .

Reply Address: University o f Georgia 
School o f Law 
Athens, GA 30602-6012

A r t h u r  H . P e t e r s o n ,  E sq . 
D i l l o n  & F i n d l e y  
T h e  E b n e r  B ld g .
3 50  N o r t h  F r a n k l i n  S t .

National Conftrtnce o f Commissioners on Uniform State Laws 
676 North St. C la ir Street, Suite 1700, Chicago, Illinois 60611, 312/915-0915, Fax 312/915-0187
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February 2,1998

510 L Sortt, Sukt 603 
Anchorage, Alaska 99501 

Tdcphom (907) 277-5400 
Paoimjlr (907) 277*9096

P r o f e s s o r  R ic h a rd  V . W e llm a n  
U n iv e rs ity  o f  G e o rg ia  
S c h o o l  o f  L a w  
A th e n s ,  G A  3 0 6 0 2

R e :  U n ifo rm  P r u d e n t  In v e s to r  A c t

D e a r  D ick :

Y o u  will fin d  e n c lo s e d  a  c o p y  o f  o u r  H o u s e  Bill 3 2 1 , p r o p o s in g  e n a c t m e n t  o f  th e  
U n ifo rm  P r u d e n t  I n v e s to r  A c t, a n d  m y  J a n u a r y  3 0 , 1 9 9 8  le t te r  to  t h e  s p o n s o r  r e g a r d in g  it. 
T h e  d r a f t e r  in o u r  L e g is la t iv e  A ffa irs  A g e n c y  a d d e d  a  c o u p le  o f  a m e n d m e n t s  to  th e  
U n ifo rm  P r o b a te  C o d e ,  w h ic h  d o  n o t a p p e a r  in th e  official N C C U S L  v e r s io n .  M y  q u ick  
g la n c e  a t  th e m  in d ic a te s  th a t  th e y  a r e  o k a y , a s  m e n tio n e d  in m y  le t te r  to  t h e  s p o n s o r .  

W h a t d o  y o u  th in k ?

A rth u r H . P e t e r s o n  
U nifo rm  L aw  C o m m is s io n e r  

fo r A la s k a

E n c lo s u re

A H P /p h



Law u m c s

JUNEAU 
C o th C  Bailr/ 
C«rollnr C-cnu 
PaJL Diflbr,
"nvmn 'V. FinJIen 
tV 'anPG rovu 
Rldurd D. MonUntn 
Arthur H P«rnon 
PcicfK P-uier
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MtUnfe E- WrcitUin

D i l l o n  &  F i n d l e y ANCHOftAGC
Ray R. Brown Mauri Lcnc 

Kristen D. Psttencn CmL-Oi 
M. Benin [U/muru

A  Professional C orporation

The Efcner Building

350 North Franklin Street 
Juneau, Alaska 99801 

Telephone (907) 586-4000 

Frcalmile (907) 586-3777

510 L Stm t, Suite 60) 
A rc h o rn ^ t .  A l u k i  9 9 ' ! .  

Tflrfhcrvc (907* 2??*54X 
Factiirtlc (907' i77-9M6

February  1 9 ,1 9 9 8

H onorable N orm an R okeberg , C hair 
H o ia a  Labor & C om m erce C om m ittee 
A laska S ta te  Legislature 
Room  24-A, M/S 3100  
Ju n eau , A laska 99801-1182 H A N D  DELIVERED

Re: H ouse Bill 321, Uniform Prudent Inveetor Act

D ear R epresen ta tive  R okeberg:

I understand  that HB 321, proposing enactm ent of th e  Uniform P ruden t investor Act. is in 
your com m tttse . I support this m easu re , urge you to schedu le it for an  earty hearing, an d  u rg e  a 
“Do P a s s ' recom m endation from your com m ittee.

You wiN find en c lo sed  a copy of my January  3 0 ,1 9 9 8  latter to  the  sponsor, R epresen ta tive  
J c e  Ryan, along with my F ebruary  2. 1998 letter to P rofessor R ichard W ellman, the  na tion 's 
p reem inen t authority on th e  Uniform P ro b ate  C ode (and a  uniform law com m issioner from 
G eorgia). Also a ttached  is P ro fesso r W ellm an's February 10 reply tc m e, exp ressing  his 
ag reem en t with the  m odifications that HB 321 m akes in the  Uniform P robate  C ode, He also  
su pports  our enactm en t of th e  Uniform P ruden t Investor Act.

T hanks for considering th e se  com m ents and the a ttachm ents, and I h o p e  that w e can  get 
this bill en a c ted  this year.

Yours trulv,

Arthur H. P e terso n  
Uniform Law C om m issionar 

for A laska

E nclosures (3)

cc  w /W ekm an conresp.:
R epresentative Joe R yan 
R es t of A laska 's ULC D elegation
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'  J U S E  C O M M I T T E E  R E P O R T
( » )
Dale Referred to Committee: May 1,1998 FURTHER REFERRALS:

Date of Committee Action:

The FINANCE Committee considered: HB 323

HOUSE BILL NO. 323 PERS CREDIT FOR NONCERTIFICATED EMPLOYEES

“An Act relating to the calculation of credited service in the public employees' retirement system for noncertificated 
employees of school districts, regional educational attendance areas, and state boarding schools; and providing for an 
effective date.”

recommends it be replaced ^  r  ( V h c  same title
w ith the fo llow ing committee substitute C  v \ r >  0^c>> Cj> O  j  V )  a new title

[ ] additional referral t o _________________________ Committee
[ | attached amendmeni(s)

A D O P T S : Letter o f Intent

ATTACHES NEW  FISCAL NOTE(s): ^  APPROVES PREV IOUS : (Dtp̂ Dui)

[ J fiscal note(s) _________________________  f f , ]  fiscal note(s) __________

[ J zero fiscal note(s) __________________ [ ] zero fiscal note(s)



F I S C A L  N O T E  m i l  Version: C S H B  3 2 3  (H E S )
STATE OF ALASKA (H) Publish bate: ^ / 1 / q p .

1998 LEGISLATIVE SESSION

R e v is io n  D a te : 4/28/98 Departm ent A ffected: Adm inistration

T jtJe : *A n  A ct re lating to credited se rv ice  in the pub lic em p lo ye es B R U : Centralized A dm inistrative S e rv ic e s  

 retirer.vent s y s te m .'_____________________________________________  Com ponent: Retirem ent and B e n e fits

S p o n s o r : R e p re se n ta tiv e  B rice _____________________________________ _ _____________________________________

R e q u e s to r : ( H ) H E S    C O M P O N E N T  S E R IA L  NO. 2231
E x p e n d it u r e s / R e v e n u e s :_________________   (T h o u san d s of Dollars)

O P E R A T IN G  E X P E N D IT U R E S F Y  99 F Y  00 F Y  01 F Y  02 F Y  03 F Y  04

P E R S O N A L  S E R V IC E S 0 0 0 0 0 0

T R A V E L 0 0 0 0 0 0

C O N T R A C T U A L 116.5 0 0 0 0 0

S U P P L I E S 0 0 0 0 0 0

E Q U IP M E N T 0 0 0 0 0 0

L A N D  &  S T R U C T U R E S 0 0 0 0 0 0

G R A N T S ,  C L A IM S 0 0 0 0 0 0

M IS C E L L A N E O U S 0 0 0 0 0 0

T O T A L  O P E R A T IN G 116.5 0 0 0 0 0

C A P I T A L  E X P E N D IT U R E S 0 0 0 0 0 0

C H A N G E  IN R E V E N U E S  < ) 0 0 0 0 0 0

F U N D  S O U R C E : (Th o u san d s of Dollars)
•

100 2  F e d e ra l R e ce ip ts 0 0 0 0 0 0

100 3  G F  M atch 0 0 0 0 0 0

1004 G F 0 0 0 0 0 0

1 00 5  G F /P ro g ra m  R e c e ip ts 0 0 0 0 0 0

1 0 3 7  G F/M en ta l Health _ 0 0 0 0 0 0

O T H E R  I C f f f l 116.5 0 0 0 0 0

T O T A L 116.5 0 0 0 0 0
E s t im a t e  o f  a n y  c u r re n t y e a r  (F Y  98) c o s t :  $

F U L L -T IM E 0 0 0 0 0 0

P A R T -T IM E 0 0 0 0 0 0

T E M P O R A R Y 0 0 0 0 0 0

A N A L Y S IS :  (A tta c h  a  s e p a r a t e  p a g e  if n e c e s s a r y . )

T h e  $ 1 1 6 .5  is n eed ed  to h ire  c o n tra c to rs 'to  u pdate  th e  d iv is io n ’s com pu ter sy stem s to a c co m m o d a te  the 
p ro p o s e d  ch an g es . In  add ition  to c o n tra c to r  tim e , d iv is io n  s ta f f  w ill ded icate  tim e to  m ak e  sy s tem  ch a n g es  and 
th e  im p a c te d  sch o o l d istric ts  m ay a lso  n eed  to  u p d a te  th e ir  system s.

T h is  c h a n g e  w o u ld  affec t ap p ro x im a te ly  6 ,6 6 0  cu rren t P E R S  m em bers.

P re p a re d  b y: G uv Bell

D iv is io n : R e tirem en t and Benefits

A p p ro v e d  b y C o m m iss io n e r: M ark Boyer

A g e n c y : D epartm ent o f Administration

Phone: 465-4470

idiCOMMITTEE COPY
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative Office
Page, 1 of 1
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AMENDMENT

BY REPRESENTATIVE BRICE

OFFERED IN THE HOUSE FINANCE COMMITTEE

TO CSHB 323 (HESS): PERS Credit for Noncertificated School Employees

INSERT: Page 1, line 3: (after attendance areas) “the A laska V ocational 

Technical C anter, ”

INSERT: Page 1, line 10: (after area) “or the A laska V ocational T echnical 

C en ter”

INSERT: Page 2, line 4: (after employee of) “the A laska Vocational T echnical 

C enter or ”

RENUMBER REM AINING SECTIONS
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AMENDMENT

BY REPRESENTATIVE BRICE

OFFERED IN THE HOUSE FINANCE COMMITTEE

TO CSHB 323 (HESS): PERS Credit for Noncertificated School Employees

DELETE: Page 2, line 17: (after service earned) “on or a fte r the date  tha t the 

adm in istra to r accepts i t .”

INSERT: Page 2, line 17: (after service earned) “for the school y ear in w hich  

the election is accepted by the adm in istrato r.”

DELETE: Page 3, line 4: (after service earned) “on or a fte r the date tha t the 

ad m in istra to r accepts it.”

INSERT: Page 3. line 4: (after service earned) “for the school y ear in w h ich  

the election is accepted by the adm in istrato r.”

RENUM BER REMAINING SECTIONS



R e p r e s e n t a t i v e  T o m  B r i c e

119 N . Cushm an, S te . 205 
F a irb a n k s , A K  99701 

907-456-7423 / F a x :  451-9293

While in Juneau

ALASKA STATE LEGISLATURE j J E S S L m
907-465-3466

R E PR ESEN TA T IV E  T O M  B R IC E  
S P O N S O R  STA TEM EN T  fo r  C SH B  323 (H E SS )

Alaska has m any noncertificated employees in our schools who w ork 
nine, ten or eleven m onths out of the year along w ith thier certificated 
counterparts. These noncertificated employees how ever are not allowed to 
receive the full year tow ard retirem ent as their counterparts.

This bill addresses the inequity in State law and PERS system by placing 
noncertificated school employees who work a comparable am ount of days in  
the same category of certificated employees. This bill will allow those 
noncertificated school district employees to receive the same am ount of credit 
toward retirem ent as those certificated employees who work the sam e 
am ount of time and receive a full year of credit toward retirement.

The change in the PERS system, under this bill, will be supported by 
the employees, rather than increasing the burden to school districts. 
Employees currently active in the system will have 180 days to opt into the 
new program . New employees will have the option to participate w ith in  90 
days of inception.

Thank you for your consideration.

D istrict 30
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(S n a r ly  jSiagan ( ?  l & x  7592 

C^icuw, G^aska 99635

February 10. 1998

Houst Labor & Commerce Committee 
Juneau. Alaska

A t ___________ H. B. #3Z3_
"Year for School Year Retirement Credit*

Dear Legislator

I ask for your support on the passage of HB. #323.

I have been a secretary for the Kenai Peninsula Borough School District for the past fourteen 
(14) years.

During this time I have witnessed the dedication and selflessness dsptayed by the 
secretaries in the school cSstrkd. Overtime is a thing of the past - but tha work bed keeps 
increasing. Many secretaries are putting in end ess hours of overtime just to keep things 
flowing and on an even keel - while stio having time to deal with students, parents, and 
various community and intervention agencies. There have been many times that Tve put in 
10-12 hour days. Some times to complete scheduling, or do Qrades for Parent/Teacher 
Conferences so the report cards will be ready for them. But mostly, it a  just to keep up 
with the day-to-day work. (Approximately 50 hours/week - sometimes even mare:)

l contacted the Public Employees Retirement System recently. After deducting for the 
supplemental health care & indebtedness for the RIP, I would receive aporoximatety SZ70 
per month. (Under P£RS my credited service is 11 years Towards retirement.)

A Irttie known fact is that while we may elect to have cur salaries distributed TO us over 

twe:*t Tcrft r.stead c‘ .inc. (tcntary :o cccuiar beref) we are net cs;d ‘cr zr.e s-mr.er 

montns, ncr are we e.ig'Die to oraw ur.cmpioyner.c.

It is time that these dedicated professionals be given credit for their service and 
contribution to our students, schools, and communities by giving them a full years 
retirement credit for each school year served.

I would Ske to thank Rep. Tom Brice for sponsoring this bil and the rest of the committee 
for grring me a chance tu ruice my support for KB. *323.

Sincere

k.arty Ragan
Counseling Secretary 
Nikiski KSgh School 
Nikiski, Alaska

( f t f )  7 7 6 > -
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Febmary 11,1998

Re: House BUI 323

I would lilre to express my support o f  House B iU  323 regarding calculating credit for 
noncertificated employees.

Having been employed in the school system since August 1974,1 favor any recognition 
and benefits that can be afforded noncertificated employees since they are a vital support 
system in our schools.

Thank you for your consideration in this matter.

Donna Zibell 
Secretary 
Noorvik Schools



P le a s e  subm it th is  c o m m e n t to th e  H o u s e  L ab o r an d  C o m m e rc e  C o m m ittee : 
N orm  R o k e b e rg . C hair 
J o h n  C o w d ry  
Bill H u d so n  
J o e  R y a n  
J e r r y  S a n d e r s  
T o m  B rice 
B e n e  K ub ina

I u rg e  y o u  to su o p o rl HB 3 2 3  re c a lc u la tin g  th e  re tire m en t c re d its  for th e  e d u c a tio n a l  
s u p p o r t  staff to  .c e iv e  a  F U L L  y e a r  o f c red it for o n e  y e a r  of w ork. T h e  s u p p o r t  s ta ff  a t  
th e  s c h o o ls  a r e  full tim e  e m p lo y e e s .  W e  a r e  n o t elig ib le to  ap p ly  fo r  u n e m p lo y m e n t 
w h ile  w e  a r e  off during  th e  su m m e r. T e a c h e r s ,  a d m in is tra to rs  a n d  S c h o o l B o a rd  
M e m b e rs  re c e iv e  a  F U L L  y e a r  of c re d it  to  th e ir  re tire m en t a c c o u n t  for e a c h  sc h o o l 
y e a r  a n f e t h a t  th e y  w ork. I feel th a t  is  in o n ly  fa ir a n d  e q u itab le  fo r th e  s u p p o r t  s ta ff  in  
p u b lic  s e rv ic e  to  re c e iv e  a  F U L L  y e a r  of c red it in P E R S . I th a n k  y o u  for y o u r 
c o n s id e ra tio n  tc  th is  bill a n d  for p a s s in g  H B 3 2 3 .

T h a n k  you.

T a m m ie  B ishop 
P O  B ox 45 3  
H o m er. AK 9 9 6 0 3  
2 3 5 -1 5 2 0



P le a s e  subm it th is  c o m m e n t to  th e  H o u s o  L ab o r a n d  C o m m e rc e  C o m m itte e . 
N orm  R o k e b e rg  C hair 
J o h n  C ow dry  
Bill H u d so n  
J o e  R y an  
J e r ry  S a n d e r s  
T om  B n ce  
B e n e  K ubina

I s tro n g ly  u rg e  y o u  to su p p o r t  HB 3 2 3  re c a lc u la tin g  th e  re ti re m e n t c r e d i ts  fo r th e  
e d u c a tio n a l su p p o r t  staff to  re c e iv e  a  full y e a r  of c red it for o n e  y e a r  o f w ork. T h e  
s u p p o r t  staff a t th e  s c h o o ls  a r e  full tim e  e  n p lo y e e s . W e a r e  n o t e lig ib le  to  a p p ly  fo r 
u n e m p lo y m e n t w hile w e  «?re off d u rin g  th «  s u m m e r. S c h o o l B o a rd  M e m b e r s  r e c e iv e  a  
full y e a r  of c red it to  their re tire m e n t a c c o u n t  for e a c h  sch o o l y e a r .  I fe e l th is  is  g ro s s ly  
unfa ir. I th an k  y o u  for y o u r c o n s id e ra t io n  to  th is  bill a n d  fo r p a s s in g  H B 3 2 3 .

T h a n k  you.

E m m a  B orok (M orris) 
P O  B ox 1410 
H o m er. A laska 9 9 6 0 3  
2 3 5 -8 0 2 4



P le a s e  su b m it tm s  c o m m e n t to  th e  H o u st! L ab o r a n d  C o m m e rc e  C o m m itte e - 
N orm  R o k e b e rg  C hair 
J o h n  C o w d ry  
Bill H u d s o n  
J o e  R y an  
Jerry S a n d e r s  
T om  B rice  
B e n e  K u b in a

P le a s e  s u p p o r t  H B 3 2 3  to  r e c a lc u la te  re tire m e n t c re d its  for e d u c a tio n a l su p p o r t  s ta ff  to  
r e c e iv e  o n e  y e a r s  c red it fo r o n e  y e a r s  w o k. S c h o o l su p p o rt  s ta ff a r e  full tim e  
e m p lo y e e s  th a t  a r e  no t e lig ib le  fo r u n e m p lo y m e n t w hile  no t w ork ing  in th e  su m m e r.
All o th e r  s c h o o l s taff r e c e iv e  a  full y e a r s  c re d it to  th e ir  re tire m en t for e a c h  sc h o o l y e a r  
w o rk e d . A lso  S :h o o l  B o a rd  m e m b e r s  re c e iv e  th is  c red it for e a c h  sc h o o l y e a r .  F o r 
e a c h  y e a r  in pub lic  s e rv ic e , w e  w o u ld  like a  full y e a rs  c red it in P E R S . T h a n k  y o u  fo r 
p a s s in g  HB 3 2 3  from  y o u r c o m m itte e .

T h a n k  you. C indy  F a r r e n s
PC) Box 3S21 
H o m er, AK 9 9 6 0 3  
2 3 5 -2 1 6 6
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T h e  fo llo w in g  c o m m en t is in  reg ard s  to HB 3 2 3 . Please s u b m it to the  
h ouse  L a b cr and  C o m m e rce  C om m ittee :

N o rm  Rokeberg, C h a ir
John Cowdry
Bill Hudson
Joe Ryan
J e rry  Sanders
T o m  Brice
Bene K u b in a

I urge you to support HB 323 which would allow school district 
employees who are under PERS to get one year’s credit for each 
school year worked. All other PERS employees get a full year's credit 
for each school year worked. Also, other seasonal school district 
employees can apply for unemployment when they are not working. 
That is not an option for school support staff.
W e  w o u ld  lik e  a fu ll y e a r 's  c re d it in  PERS fo r  each  y e a r  in  p u b lic  
serv ice . T lia n k  y o u  fo r  passing EB  323  fro m  y o u r  c o m m itte e .

D a ry l Farn m s  
PO Box 3 8 2 1  
H o m e r, AK 9 9 6 0 3  
2 3 5 - 2 1 6 6

U A  - " x v r -  Go<?o



Karson D. Dorvall 
Leobof A. Dorvall 
PO Box 5022
Nikolaevsk, AK 99556-5022 
February 10,1998

House Labor & Commerce Committee 
Representative Norman Rokeberg - Chairman 
Juneau, AK

Mr. Chairman & Committee

I write to you today to voice my support for HB323. I feat ft is past time that this unfairness in 
the Public Employees Retirement System (PERS) is made right I call it unfair for a number 
of reasons:

• Myseff, a support employee of the Kenai Peninsula Borough School D istrict (KPBSD), I 
must work 24 school years to earn a 20 year retirement Many of my coworkers must 
work longer (26 - 28 years) to earn a 20 year retirement. Those employees who work 
less than 6 hrs a day, (6  -7) even longer. I say 8  hour employees, but ask any of them 
and they'll tell you they put in a lot more than that ,in which they receive no compensation

• Being a 9 -10 month employee it is difficult if not impossible to find work during the 
summer break. Conflicts with starting dates, and dates we must report back for work, 
make us an unlikely candidate for hire, (not all school employees rur. charter boats or 
are commercial fishers)

• Being a scnool district employee, we cannot collect unemployment compensation during 
ih's ccwr, time, even inough w e  nave it deducted from c u r  checks. This pericd is in 
actuality a fo rc e d  layoff, and 3 h ou id  qualify.

The school district employees have suffered for years with minimal wage increases, while 
the cost of living has eroded their purchasing power. Myself, my wife and I both work, over 
half of my wife' paycheck goes to pay for child care. I have to work another part time job to 
make ends meet. Depriving my children of the quality time they deserve with their parents.

HB 323 will not solve all the problems of public employees, but it will go a long way in setting 
this right

I ask that you support this Bill.

Respectfully

at all.

Karson D. Dorvall - Custodian, Kenai Peninsula Borough School District

Leobof A. Dorvall - Bilingual Instructor, Kenai Peninsula Borough School District



HOUSE COMMITTEE REPORT
(7)
Date Referred to Committee: January 15, 1998 FURTHER REFERRALS: HES

Date of Committee Action:.

The LABOR AND COMMERCE Committee considered: HB 323

HOUSE BILL NO. 323 PERS CREDIT FOR NONCERTIFICATED EMPLOYEES

“An Act relating to the calculation of credited service in the public employees' retirement system for noncertificated 
employees of school districts, regional educational attendance areas, and state boarding schools; and providing for an 
effective date.”

recom m ends it be replaced
w ith the fo llow ing  committee substitute

[ ] additional referral t o ________________
f I attached amendments)

A D O P T S :  ______________________

Committee

Lener o f  Intent
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HOUSE COMMITTEE REPORT
( i i )
Dt'ti Referred, to Committee: January 16, 1998 FURTHER REFERRALS:

Date of Committee Action: *\ 11

The FINANCE Committee considered: HB 325

HOUSE BILL NO. 325 APPROPRIATIONS: OPERATING BUDGET

“An Act making appropriations for the operating and loan program expenses of state government, for certain programs, 
and to capitalize funds; making appropriations under art. IX, sec. 17(c), Constitution of the State of Alaska, from th-** 
constitutional budget reserve fund; and providing for an effective date.”

recommends it be replaced . s  v. [ ] the same title
w ith the fo llow ing committee substitute Q J t S  n  S  S )  ^  C  ̂  \ C \ \  [ ] a new title

[ J additional referral t o _________________________ Committee
[ 1 attached amendment(s)

A D O P T S : Letter o f  Intent

ATTACHES NEW  FISCAL NOTE(s): (DepI. APPROVES PREV IO US :
[ J fiscal note(s) _________________________  [ ] fiscal note(s) _________________________________

[ J zero fiscal note(s) __________________ [ ] zero fiscal note(s)
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S t a t e  o f  A l a s k a _____________________________
T o n y  K n o w le s ,  G o v e r n o r  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t

P O  B o x  1 1 0 0 2 0  
J u n e a u  A K  9 9 8 1 1 - 0 0 2 0  

(9 0 7 )  4 6 5 - 4 6 6 0 , fa x  4 6 5 - 3 0 0 8

T o : A n n a le e  M cC o n n e ll 

D ire c to r

F ro m : B rad  P ie rce
S en io r P o licy  A n a ly s t

D a te :  F eb ru a ry  4 , 1998

S u b je c t :  O p e ra tio n s  and
M a in ten a n ce  C o s ts  o f  
S ta te  B u ild in g s  an d  
In fra s tru c tu re

A tta c h e d  is an  e s tim a te  d ev e lo p e d  fo r the  L o n g  R an g e  F in an c ia l P la n n in g  C o m m iss io n  in  
1995 o f  w h a t sh o u ld  be sp e n t fcv ad eq u a te  o p e ra tio n s  and  m a in ten an c e  o f  A la s k a ’s p u b lic  
in fra s tru c tu re .

T h e  e s tim a te  fo r p u b lic ly -o w n e d  b u ild in g s  uses fo n ^ ^ iu s  d ev e lo p ed  b y  n a tio n a l fa c ility  
m a in te n a n c e  ex p e rts  b a se d  o n  a  p e rcen tag e  o f  th e  b u ild in g ’s re p la c e m e n t v a lu e .

I ’d  lik e  to  s tre ss  tha t th ese  a re  o n ly  e s tim a tes  b ased  on  1995 data .



O p e r a t i o n s  a n d  M a i n t e n a n c e  C o s t s  o f  A l a s k a ' s  P u b l i c  I n f r a s t r u c t u r e

P u b lic  B u i ld in g s

O p e r a t io n s  c o s t s  a r e  f ix ed  c o s t s  a s s o c i a t e d  w ith  th e  d a y  to  d a y  o p e r a t io n  o f a  p u b lic  
facility. P e r s o n n e l  c o s ts ,  utilities, jan ito ria l, g ro u n d s  m a in te n a n c e  a n d  risk  m a n a g e m e n t  
f e e s  a r e  b a s i c  c o s t s  o f o p e r a t i o n s  a n d  a r e  f u n d e d  a s  s u c h  in e a c h  a g e n c y 's  b u d g e t .  
O p e ra t io n a l  e x p e n s e s  g e n e ra l ly  t a k e  p r e c e d e n c e  o v e r  o th e r  e x p e n s e s .  M a in te n a n c e  
a n d  r e p a i r  a n d  r e n e w a l  a n d  r e p la c e m e n t  c o s t s  a r e  ju s t  a s  ta n g ib le  in th e  life c y c le  o f 
p u b lic  b u i ld in g s  b u t  a r e  o f te n  n o t  a d e q u a t e l y  f u n d e d .

R o u t in e  M a in t e n a n c e  a n d  R e p a i r

R o u tin e  m a in te n a n c e  is th e  d a y - to -d a y  s c h e d u le d  a n d p r e v e n ta t iv e  
m a in te n a n c e  re q u ire d  to  k e e p  bu ild in g s o p e ra tio n a l a n d  in a  co n tin u a l 
s t a t e  o f r e a d i n e s s .  M in o r  r e p a i r  is  a l s o  in c lu d e d  in th is  c a te g o r y .

* R o u tin e  m a in te n a n c e  c o s t s  for A la sk a 's  public bu ild in g s is e s t im a te d  a t 
$ 3 5  m illion  p e r  y e a r .

T h e  a v e r a g e  a g e  of A la s k a 's  p u b lic  b u ild in g s is  2 3  y e a r s  o ld ; m a n y  o f th e  
facilities built d u rin g  th e  8 0 s  b o o m  y e a r s  a r e  n o w  re a c h in g  th e  e x p e n s iv e  
s t a g e  o f th e i r  u s e f u l  life.

R e n e w a l  a n d  R e p l a c e m e n t

R e n e w a l a n d  re p la c e m e n t  c o v e r s  th e  s c h e d u le d  re p la c e m e n t  of w o rn  o u t 
m a jo r building c o m p o n e n ts  a n d  th e  retrofitting o r  re p la c e m e n t of o b s o le te  
o r  inefficient building s y s te m s .  U p g rad in g  to  c u rre n t c o d e s  is  a lso  
in c lu d e d  in th is  c a te g o ry . R e n e w a l a n d  re p la c e m e n t fu n d in g  m a in ta in s  
a n d  in s o m e  i n s t a n c e s  e x t e n d s  t h e  u s e f u l  life o f fa c il it ie s .

R e n e w a l a n d  re p la c e m e n t c o s t s  for A la sk a 's  pub lic  bu ild in g s is e s t im a te d  
a t  $ 2 9  m illion .

D e fe r r e d  M a in te n a n c e

Institu tions d o  n o t no rm ally  p ro g ra m  for d e fe rre d  m a in te n a n c e  b u t it 
b e c o m e s  a  fa c t of life w h e n  a n n u a l  r e s o u rc e s  a r e  n o t su ffic ien t to  
c o m p le t e  th e  w o rk  r e q u ir e d  to  k e e p  fa c il it ie s  in o p t im a l  c o n d i t io n .

O v e r  th e  long  te rm , it is  m u c h  le s s  co s tly  to  m ain ta in  facilities th a n  to  let 
th e n  d e te r io ra te  to  th e  p o in t w h e re  it is n o t c o s t  e ffec tiv e  to  k e e p  th e m  
o p e ra tio n a l a n d  n e w  c o n s tru c tio n  is re q u ired . T h u s  d e fe r re d  m a in te n a n c e  
is  a  r e a l  m e a s u r e  o f t h e  c o s t  o f n e g le c t .

♦ T h e  a n n u a l  c o s t  of m a in te n a n c e  fo r s ta te  facilities is p ro je c te d  to  b e  $ 6 4  
m illion, w hile  th e  d e f e r re d  m a in te n a n c e  b a c k lo g  is e s t im a te d  a t  $251  
m illion . ( S e e  T a b le  .)



A l a s k a ' s  T r a n s p o r t a t i o n  N e t w o r k :  H i g h w a y s .  A i r p o r t s .  H a r b o r s  a n d  F e r r i e s

D O T P F  E s t i m a t e d  M a i n t e n a n c e  N e e d s
($  t h o u s a n d s )

H i g h w a y s A v ia t io n H a r b o r s T o ta l

C u r r e n t  M & 0  F u n d in g 5 7 ,0 0 0 1 6 ,2 0 0 100 7 3 ,3 0 0

A d d itio n a l A n n u a l  M & 0  
N e e d e d  to  P ro p e r ly  M a in ta in  th e  
S y s te m

1 6 ,0 0 0 4 ,5 0 0 4 ,0 0 0 2 4 ,5 0 0

T o ta l A n n u a l  M & 0  N e e d e d 7 3 ,0 0 0 2 0 ,7 0 0 4 ,1 0 0 9 7 ,8 0 0

C a p i ta l  In fu s io n  N e e d e d  to  E lim in a te  
D e fe r r e d  M a in te n a n c e  B a c k lo g 3 0 ,0 0 0 12,000 3 0 ,0 0 0 7 2 ,0 0 0

D e te r io r a t i o n  o f  t h e  s t a t e ' s  t r a n s p o r t a t i o n  n e tw o r k  d u e  to  u n d e r f u n d i n g  o f  a n n u a l  
m a i n t e n a n c e  is  a  s ig n i f ic a n t  c o s t  to  t h e  e c o n o m y .  S t a n d a r d  e n g i n e e r i n g  e s t i m a t e s  
p ro v id e  t h e  b a s i s  fo r  t h e  t a b l e  a b o v e .  T h e s e  e s t i m a t e s  a r e  fo r  f a c i l i t ie s  m a in ta in e d  by  
th e  s t a t e  o n ly  -  m u n ic ip a l i t i e s  a r e  r e s p o n s i b l e  fo r  m a i n t e n a n c e  o f s o m e  o f  th e  r o a d  
s y s t e m  a n d  s e v e r a l  h a r b o r s ,  w h ile  t h e  in te r n a t io n a l  a i r p o r t s  h a v e  t h e i r  o w n  p r o g r a m  
r e c e ip t s  fu n d in g .

A la s k a  is  a  g ro w in g  s t a t e  w ith  m a s s iv e  in f r a s t r u c tu r e  n e e d s .  T h e  
f u n d a m e n ta l  p ro b le m  is  to  s t r ik e  a  s u s t a i n a b l e  b a l a n c e  in o u r  c a p i ta l  a n d  
m a i n t e n a n c e  s p e n d in g  th a t  a l lo w s  fo r u p k e e p  o f e x is t in g  in f r a s t r u c tu r e  
w h ile  c o n t in u in g  to  b u ild  to  s u p p o r t  a  g ro w in g  e c o n o m y .

• E x p e r ie n c e  h a s  s h o w n  th a t  w h e n  m a i n t e n a n c e  o f p u b l ic  in f r a s t r u c tu r e  is  
n e g l e c t e d  fo r  a  p e r io d  o f  y e a r s ,  p o litica l p r e s s u r e  b u i ld s  ,„n d  th e  r e s u lt  is  
likely  to  b e  a  v e ry  la r g e  c a p i ta l  s p e n d in g  s p r e e  w h e n  r e v e n u e s  b e c o m e  
a v a i la b le  a s  w a s  th e  c a s e  in FY  9 4  w h e n  $ 7 0 4  m illion  in s t a i e  g e n e r a l  
f u n d s  w a s  s p e n t  o n  c a p i ta l  p r o je c t s ,  m u c h  o f it to  a d d r e s s  d e f e r r e d  
m a i n t e n a n c e  i s s u e s .
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O p e r a t i o n s  a n d  M a i n t e n a n c e  C o s t s  o f  A l a s k a ' s  P u b l i c  I n f r a s t r u c t u r e

P u b lic  B u i ld in g s

O p e ra t io n s  c o s t s  a r e  fix ed  c o s t s  a s s o c i a t e d  w ith  th e  d a y  to  d a y  o p e r a t io n  o f a  p u b lic  
facility. P e r s o n n e l  c o s ts ,  utilities, jan ito rial, g ro u n d s  m a in te n a n c e  a n d  risk  m a n a g e m e n t  
f e e s  a r e  b a s i c  c o s t s  o f  o p e r a t io n s  a n d  a r e  f u n d e d  a s  s u c h  iri e a c h  a g e n c y 's  b u d g e t .  
O p e ra t io n a l  e x p e n s e s  g e n e ra l ly  t a k e  p r e c e d e n c e  o v e r  o th e r  e x p e n s e s .  M a in te n a n c e  
a n d  r e p a i r  a n d  r e n e w a l  a n d  r e p la c e m e n t  c o s t s  a r e  ju s t  a s  ta n g ib le  in t h e  life c y c le  of 
D ublic  b u i ld in g s  b u t  a r e  o f te n  n o t  a d e q u a t e l y  f u n d e d .

m e  M a in t e n a n c e  a n d  R e p a i r

R o u tin e  m a in te n a n c e  is th e  d a y - to -d a y  s c h e d u le d  a n d p r e v e n ta t iv e  
m a in te n a n c e  re q u ire d  to  k e e p  b u ild in g s o p e ra tio n a l a n d  in a  co n tin u a l 
s t a t e  o f r e a d i n e s s .  M in o r r e p a i r  is  a l s o  in c lu d e d  in th i s  c a te g o r y .

» R o u tin e  m a in te n a n c e  c o s t s  fo r A la sk a 's  pub lic  bu ild in g s is  e s t im a te d  a t  
$ 3 5  m illion  p e r  y e a r .

T h e  a v e r a g e  a g e  of A la s k a ’s  pub lic  b u ild in g s  is 2 3  y e a r s  o ld ; m a n y  o f th e  
facilities built d u rin g  th e  8 0 s  b o o m  y e a r s  a r e  n o w  re a c h in g  th e  e x p e n s iv e  
s t a g e  o f th e i r  u s e f u l  life.

R e n e w a l  a n d  R e p l a c e m e n t

R e n e w a l a n d  re p la c e m e n t  c o v e r s  th e  s c h e d u le d  re p la c e m e n t  of w o rn  o u t 
m a jo r  building c o m p o n e n ts  a n d  th e  retrofitting o r  re p la c e m e n t o f o b s o le te  
o r  ineffic ient build ing s y s te m s .  U p g rad in g  to  c u r re n t c o d e s  is a ls o  
in c lu d e d  in th is  c a te g o ry . R e n e w a l a n d  re p la c e m e n t fu n d in g  m a in ta in s  
a n d  in s o m e  i n s t a n c e s  e x t e n d s  t h e  u s e f u l  life o f  f a c il it ie s .

• R e n e w a l a n d  re p la c e m e n t  c o s t s  for A la sk a ’s  pub lic  b u ild in g s is  e s t im a te d  
a t  $ 2 9  m illion .

D e fe r r e d  M a in t e n a n c e

• In stitu tions d o  n o t norm ally  p ro g ra m  for d e fe r re d  m a in te n a n c e  b u t it 
b e c o m e s  a  fac t of life w h e n  a n n u a l  r e s o u rc e s  a r e  n o t su ffic ien t to  
c o m p le t e  t h e  w o rk  r e q u i r e d  to  k e e p  fa c il it ie s  in  o p t im a l  c o n d i t io n .

• O v e r  th e  long  te rm , it is  m u c h  le s s  co s tly  to  m ain ta in  facilities th a n  to  let
th e n  d e te r io ra te  to  th e  po in t w h e re  it is  n o t c o s t  e ffec tiv e  to  k e e p  th e m  
o p e ra tio n a l a n d  n e w  c o n s tru c tio n  is re q u ire d . T h u s  d e f e r re d  m a in te n a n c e  
is  a  r e a l  m e a s u r e  o f t h e  c o s t  o f n e g le c t .

T h e  a n n u a l  c o s t  o f m a in te n a n c e  fo r s ta te  facilities is p ro je c te d  to  b e  $ 6 4  
million, w hile th e  d e fe r re d  m a in te n a n c e  b a c k lo g  is  e s t im a te d  a t  $251 
m illion . ( S e e  T a b le  .)



Facilities Won^i.oel

F acilities M ain tenance M odel

<1> (2) Required O  &M, Deferred Percent of

No. ot Square Average Replacement Maintenance & Renewal & Repair & Replace Malnit nance Replacement

Agency Bldgs. Feet A g e Value Repair Replacement Budget Backlog Value

Courts 1 1 64,087 19.5 102,205,823 1,534,287 1,173,279 2,707,566 1,755,300 1.7%

DCED 12 16,970 11.8 3,108,015 46,620 21,573 68,194 0 0.0%

A D F G 304 518,785 24.1 104.V83.442 1,562,752 1,476,954 3,039,705 3,702,000 3.6%

DHSS 36 538,779 16.0 203,939,463 3,059,092 1,919,430 4,978,522 13,552,500 6.6%

D M V A 82 593,598 23.6 82,993,492 1,244,992 1,152,228 2,397.221 2,905,952 3.5%

DNR 151 208,938 22.8 23.627,196 354,408 316,882 671,290 2,960,100 12.5%

O O A 12 492,327 21.2 118,580,047 1,778,701 1,478,763 3,257,464 9,838,300 8.3%

D O C 82 1,034,379 17.0 320,740,575 4,811,109 3,207,406 8,018,514 12,365,000 3.9%

DOE 28 380,909 33.5 63,626,885 954,403 1,253,824 2,208,227 4,500,000 7.1%

DOT/PF 651 2,461,945 21.6 357,181,516 5,357,723 4,538,306 9,096,029 44,281,000 12.4%

DPS 62 270,259 19.9 76,102,155 1,141,532 890,843 2,032,375 1,199,900 1.6%

Legislature 2 118,540 46.0 32,815,230 492,228 887,942 1,380,170 385,000 1.2%

University 372 4,860,691 21.8 847,542,799 12,713,142 10,868.490 23,581,632 153.923,585 18 2 %

Total 1,805 11,640,207 23.0 52,336,732,650 535,050,990 529,185,920 564,236,909 5251,368.637 10.8%

Notes: (1) Association ol Physical Plan I Administrators Formula = 0.015 " Replacement Value. 
(2) Modified Sherman -  Dergis formula = 0.75 * Replacement Value " Age /1,275.

Source: "Alaska's State Owned Buildings: An Inventory and Assessment," U ol A Slatowido Facilities Ollice, February 1995.



A l a s k a ’ s  T r a n s p o r t a t i o n  N e t w o r k :  H i g h w a y s .  A i r p o r t s .  H a r b o r s  a n d  F e r r i e s

D O T P F  E s t i m a t e d  M a i n t e n a n c e  N e e d s
($  t h o u s a n d s )

C u r r e n t  M & O  F u n d in g

A d d itio n a l A n n u a l  M & O  
N e e d e d  to  P ro p e r ly  M a in ta in  th e  
S y s te m

H i g h w a y s  A v ia t io n  H a r b o r s  T o ta i

5 7 .0 0 0  1 6 ,2 0 0  1 0 0  7 3 ,3 0 0

1 6 .0 0 0  4 ,5 0 0  4 ,0 0 0  2 4 ,5 0 0

T o ta l A n n u a l  M & O  N e e d e d 7 3 ,0 0 0  2 0 ,7 0 0  4 ,1 0 0  9 7 ,8 0 0

C a p i ta l  In fu s io n  N e e d e d  to  E l im in a te
D e f e r r e d  M a in t e n a n c e  B a c k lo g  3 0 ,0 0 0  1 2 ,0 0 0  3 0 ,0 0 0  7 2 ,0 0 0

D e te r io r a t i o n  o f  t h e  s t a t e ' s  t r a n s p o r t a t i o n  n e tw o r k  d u e  to  u n d e r f u n d i n g  o f  a n n u a l  
m a i n t e n a n c e  is  a  s ig n i f i c a n t  c o s t  to  t h e  e c o n o m y .  S t a n d a r d  e n g i n e e r i n g  e s t i m a t e s  
p ro v id e  t h e  b a s i s  fo r  t h e  t a b l e  a b o v e .  T h e s e  e s t i m a t e s  a r e  fo r  f a c i l i t ie s  m a in ta in e d  by  
th e  s t a t e  o n ly  -  m u n ic ip a l i t i e s  a r e  r e s p o n s i b l e  fo r  m a i n t e n a n c e  o f  s o m e  o f  th e  r o a d  
s y s t e m  a n d  s e v e r a l  h a r b o r s ,  w h ile  t h e  i n te r n a t io n a l  a i r p o r t s  h a v e  th e i r  o w n  p r o g r a m  
r e c e ip t s  fu n d in g .

A la s k a  is  a  g ro w in g  s t a t e  w ith  m a s s iv e  in f r a s t r u c tu r e  n e e d s .  T h e  
f u n d a m e n ta l  p ro b le m  is  to  s t r ik e  a  s u s t a i n a b l e  b a l a n c e  in o u r  c a p i ta l  a n d  
m a i n t e n a n c e  s p e n d in g  th a t  a l lo w s  fo r u p k e e p  o f e x is t in g  in f r a s t r u c tu r e  
v 'h i le  c o n t in u in g  to  b u ild  to  s u p p o r t  a  g ro w in g  e c o n o m y .

• E x p e r ie n c e  h a s  s h o w n  th a t  w h e n  m a i n t e n a n c e  o f p u b l ic  in f r a s t r u c tu r e  is  
n e g l e c t e d  fo r  a  p e r io d  o f  y e a r s ,  p o litica l p r e s s u r e  b u ild s  a n d  th e  r e s u l t  is  
likely  to  b e  a  v e ry  la rg e  c a p i ta l  s p e n d in g  s p r e e  w h e n  r e v e n u e s  b e c o m e  
a v a i la b le  a s  w a s  th e  o ,? s e  in F Y  9 4  w h e n  $ 7 0 4  m illion  in s t a t e  g e n e r a l  
f u n d s  w a s  s p e n t  o n  c a ,  ' t a '  p r o je c t s ,  m u c h  o f it to  a d d r e s s  d e f e r r e d  
m a i n t e n a n c e  i s s u e s .



P r o j e c t i o n  w i t h  G o v .  K n o w l e s '  F Y 9 9  I n i t i a t i v e s  a n d  J a n u a r y  O i l  P r i c e  F o r e c a s t  f o r  F Y 9 9

F is c a l  Y ear

. j . w.SQPQ. . : 2QQ1 < 2flQ2
A ll dollars in m illions except o il prices. Average O il Price ($/bbl.) $16.48 $17.28 $18.34 $18.93 $19.50

O il Production (M M bbl/day) 1.32 1.31 1.36 1.35 1.33
Assuming SI5/bbl. for rest January

A vailab le  Revenues: D epartm ent o f Revenue o fF Y 98 Update Fall Revenue Sources Book

I General Fund Net Disposable Unrestricted Revenue 2,004.4 1,901.0 1,962.6 1,965.7 1,946.4
2 Constitutional Budget Reserve Fund (CBRF) Earnings (requires 3/4 vote o f  legislature) 285.0 237.4 237.7 239.5 232.8

3 General Fund Surplus Carryforward and ILTF 75.0

4 T o ta l General Fund Revenues and C B R F  Earnings 2,364.4 2,138.4 2,200.3 2,205.2 2,179.2

Expenditures: O ffice o f  Managem ent and Budget 1/06
5 Operating - Agency budgets including supplemental. 1,099.2 1,129.0 1,129.0 1,129.0 1,129.0

6 K -12  Education (FY 99 w ith Gov's. Q uality Education initiative, then w ith enrollment @ 1.5% plus 670.1 710.3 728.1 746 3 764.9

1% statutory increase)
7 Other Formula - Longevity Bonus, Medicaid, Temporary Assistance to Needy Families, Power Cost 413.6 389.1 391.0 393.0 395.0

Equalization, etc. A fte r FY99, growth at 0.5%.

8 Existing General Obligation Debt 5.9 3.0 2.4

9 Existing School Debt Reimbursement (Schools backlog funded entirely with tobacco tax revenues.) 56.1 44.8 54.7 42.7 31.0

10 Existing Lease Financing 10.3 16.3 16.5 16.7 16.2

11 Capital Budget 91.7 92.3 92.3 92.3 92.3

12 Loans and Fund Transfers 22.3 22.2 17.3 17.3 17.3

13 T o ta l General Fund Expenditures 2,369.2 2,407.0 2,431.3 2,437.3 2,445.7

14 (Projected D raw  on C B R F P rinc ipa l)/E arn ings Surplus (4.8) (268.6) (231.0) (232.1) (266.5)

.2000 - 2 0 0 1  1 2002
15 CBR F B a la n ce -a t S ta rt o f Fiscal Year 3,171.7 3,180.5 3,185.1 1,227.1 3,233.4

16 Income at 7.16% (Jan. Department o f Revenue Cash Flow Update) 285.0 237.4 237.7 239.5 232.8

17 O il &  Gas Tax Dispute Resolutions 10.4 270.0 270.0 235.0 35.0

18 Miscellaneous Transfers 3.2 3.2 3.2 3.2 (0.5)

19 Draw from Income for Annual Budget (285.0) (237.4) (237.7) (239.5) (232.8)

20 Draw from Principal for Annual Budget (4.8) (268.6) (231.0) (232.1) (266.5)

21 C BR F Balance -  a t End o f Fiscal Year 3,180.5 3,185.1 3,227.3 3,233.4 3,001.4

• 'i i i i l : f t i - i i i ; rdi'ilV a * S i i ' E i.1 9 .9 9  u a .1 8 9 9 2QQP ■ 3 H H 1 . . . .

22 Earnings Reserve Account - at End o f FY 377 357 331 372 509
23 Permanent Fund Balance - at Find o f F'Y (m arke t) 23,387 24,651 25,991 27,486 29,161

Office of Management and Budget, 1/27/98
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S t a t e  S p e n d in g  p e r  A la s k a n  
D e c l i n e s  in  T o d a y rs  D o l l a r s

$4,000 l l l l l l l l l l

H I  O p e r a t i n g  1 1 1

4 7 0  l e s s  t h a n  ’ 7 9

l l l l l l l l l l l
$ 0

*79 ■89 '99
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$ 3 3 8  M i l l i o n  o f  I n f l a t i o n  a n d  P o p u l a t i o n  

I n c r e a s e s  A b s o r b e d  S i n c e  F Y 9 5

B i l l i o n s  

$ 3 .5

$ 3 .0

$ 2 .5

$ 2 . 0

$ 2 , 8 9 1  b i l l i o n

$ 2 , 5 5 3  b i l l i o n
$ 2 , 4 0 7  b i l l i o n

F i n a l  F Y 9 5  G e n e r a l  G o v ' s  F Y 9 9  G e n e r a l  F Y 9 9  I f  A d j u s t e d  f o r  
F u n d  B u d g e t  F u n d  B u d g e t  C P I  a n d  P o p u l a t i o n

S i n c e  F Y 9 5
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