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1 number and identity of individuals ineligible for a permanent fund dividend under

2 AS 43.23.005(d); '

3 (6) adopt regulations that are necessary to implement AS 43.23.005(d);

4 (7) adopt regulations that establish procedures for the parent, guardian, or other

5 authorized representative of a disabled individual to apply for prior year permanent fund

6 dividends not received by the disabled individual because no application was submitted on behalf

7 of the individual.

8 * Sec. 13. AS 43.23.095(8) is amended to read:

9 (8) "state resident" means an individual who is physically present in the state with

10 the intent to remain permanently in the state under the requirements of AS 01.10.055 or, if the

11 individual is not physically present in the state, intends to return to the state and remain

12 permanently in the state under the requirements of AS 01.10.055, and is absent only for any

13 of die following reasons:

14 (A) vocational, professional, or other specific education for which a

15 comparable program was not reasonably available in the state;

16 (B) secondary or postsecondary education;

17 (C) military service;

18 (D) medical treatment;

19 (E) service in Congress;

20 (F) other reasons which the commissioner may establish by regulation; or

21 (G) service in the Peace Corps;

22 * Sec. 14. AS 43.23.005(b) is repealed.

23 * Sec. 15. Notwithstanding permanent fund dividend application procedures or deadlines, a parent,

. WORK DRAFT WORK DRAFT WORK DRAFT

24 guardian, or other authorized representative of a minor who qualified for a dividend for 1992 because

25 of the amendment to AS 43.23.005(c), made in sec. 5 of this Act, may apply on behalf of the minor for

26 the dividend by September 1, 1992. The Department of Revenue shall prepare a form for applications

27 under this section.

28 * Sec. 16. Sections 5 and 8 of this Act are retroactive to January 1, 1992.

29 * Sec. 17. Sections I - 3, 5, 8, 10, 11, 13, 15, and 16 of this Act take effect immediately under

30 AS 01.10.070(c).

31 * Sec. 18. Sections 4, 6, 7, 9, 12, and 14 of this Act take effect January 1, 1993.
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Shirley C raft
Alaska State Senator

M E M O R A N D U M

To

From

Se nator Pat R o d e y
Chair, S e n a t e  S t a t e  A f fair s C o m m i t t e e  

S e n a t o r  S h i r l e y  Cra:

Date J a n u a r y  13, 1991

Re: SB 327

I w o u l d  a p p r e c i a t e  y o u r  c o m m i t t e e ' s  p r o m p t  c o n s i d e r a t i o n  of SB 327, 
an A c t  r e l a t i n g  to q u a l i f i c a t i o n  for p e r m a n e n t  fund dividends, to 
di v i d e n d  applic a t i o n s  and to r e c overy of an' i m p r o p e r l y  paid  
dividend: and p r o v i d i n g  for an e ffective date.

This leg is l a t i o n  was n e c e s s i t a t e d  b y  the c u r r e n t  a d m i n i s t r a t i o n ' s  
re ading of the s t a tutes r e l a t i n g  to the p e r m a n e n t  fund dividend. 
The c i r c u m s t a n c e s  w e r e  such that spo uses of m i l i t a r y  personnel, w h o  
had in t h e  past a p plied a n d  r e c eived checks, where d e n i e d  due to 
t h e i r  i n a b il ity to s h o w  intent to r e m a i n  in Alaska. The 
ad m i n i s t r a t i o n  c l a i m e d  t h a t  due to t h e i r  m a r r i a g e  t o  m i l i t a r y  
perso n n e l  and the t r a n s i t o r y  nature of m i l i t a r y  service, t he spouse 
co u ld n't prove t h e i r  i nten t to stay in Alaska. T he a d m i n i s t r a t i o n  
argued that the a p p l i c a n t  w o u l d  be p r e d i s p o s e d  to m o v e  w i t h  the 
m i l i t a r y  spouse. When t h e  spouse a p p e a l e d  the decision, they 
r e c e i v e d  notice that the d e p a r t m e n t  m a y  look into pa st a p p l i c a t i o n s  
to d e t e r m i n e  w h e t h e r  or n o t  they m e t  the c u rrent  a d m i n i s t r a t i o n ' s  
standards. If t h e y  w e r e  found to have e r r o n e o u s l y  r e c eived  a 
p e r m a n e n t  fund check, due to  the fact that the p r i o r  a d m i n i s t r a t i o n  
had i n t e r p r e t e d  the e l i g i b i l i t y  r e q u i r e m e n t s  differently, they  
w o u l d  be r e s p o n s i b l e  for repayment.

SB 327 serves the p u r p o s e  of c l a r i f y i n g  this issue. W h i l e  I 
be lieve that the p e r m a n e n t  fund s h o u l d  b e nefit Alaskans, the 
qu e s t i o n  must be asked: "Which one of us can a c t ually p r o v e  b eyon d 
a do ubt that  t hey will be in Alaska until they die?" It w o u l d  take 
a seer to a nswer this question.

T h a n k  y o u  for y o u r  c o n s i d e r a t i o n  of this legislation.
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"An A c t  r e l a t i n g  to q u a l i f i c a t i o n s  for p e r m a n e n t  fund dividends, 
to d i v i d e n d  applications, and to r e c o v e r y  of an i m p r o p e r l y  p a i d  
dividend; 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. A m e n d s  AS 43.23.005(c) to p r o v i d e  t h a t  c h i l d r e n  b o r n  

to A l a s k a n  p a r e n t s  w h i l e  the  p a r e n t s  are o ut of s t a t e  on an 

a l l o w a b l e  a b s e n c e  will b e c o m e  e l i g i b l e  in the same f a shion  as 

c h i l d r e n  b o r n  to A l a s k a n  pa r e n t s  in state. Now, b e c a u s e  of the t wo 

y e a r  r e t u r n  statute, A l a s k a n  b abies b o r n  out of state do n o t  b e c o m e  

e l i g i b l e  f o r  a PFD until t h e y  r e tu rn to A l a s k a  (i.e. p h y s i c a l l y  

p r e s e n t ) . T h i s  c o u l d  be t w o  y ears or more.

S e c t i o n  2. D e letes the e xact l a n g u a g e  of the s t a t e m e n t  of

e l i g i b i l i t y  and c e r t i f i c a t i o n  of residency. T h i s  is a "clean-up" 

m e a s u r e  t h a t  al lows the d e p a r t m e n t  to p r e s c r i b e  an a p p r o p r i a t e  

s t a t e m e n t  w i t h o u t  h a v i n g  to amend t h e  s t atute e v e r y  t i m e  c r i t e r i a  

c h a n g e  d u e  to r e g u l a t i o n  or court decisions. However, this n e w

bill d o e s  r e q u i r e  the depar t m e n t  to include a n o t i c e  of the

p e n a l t i e s  p r o v i d e d  u n d e r  AS 43.23.035. R e c o m m e n d e d  b y  L e g i s l a t i v e  

Legal Services.

S e c t i o n  3. The d e p a r t m e n t  has o n l y  two y e a r s  to n o t i f y  an

i ndividual t h a t  t h e y  re ceived an i m p r o p e r  p a y m e n t  of a PFD. If

th e y  fail to n o t i f y  w i t h i n  two years, t h e y  c a n n o t  c o m m e n c e



p r o c e e d i n g s  to r e c o v e r  the payment. T h i s  m e a n s  t h a t  if the 

d e p a r t m e n t  d e n i e s  y o u r  P F D  for the c u r r e n t  year, a n d  y o u  w a n t  to 

appeal t h e y  c a n n o t  t h r e a t e n  you w i t h  a r e q u e s t  for r e p a y m e n t  of 

the las t 10 PFDs. I M P O R T A N T — the two y e a r  l i m i t a t i o n  does not 

a p p l y  t o  case s of false s t a t e m e n t  or intent i o n a l  m i s r e p r e s e n t a t i o n .

S e c t i o n  4. R e m o v e s  "intent" l a n g u a g e  f r o m  d e f i n i t i o n  of 

"resident". F o r  p u r p o s e s  of the PFD, a "r esident" is an individual 

p h y s i c a l l y  p r e s e n t  for t h e  e l i g i b i l i t y  p e r i o d  o r  on an a l l o w a b l e  

absence, w h o  is "not c l a i m i n g  or a c c e p t i n g  t h e  b e n e f i t s  of 

r e s i d e n c y  in a n y  o t h e r  s tate..." If y o u  l i v e  in A l a s k a  and do not 

e x e r c i s e  the r i g h t s  of c i t i z e n s h i p  in a n o t h e r  state, then for 

p u r p o s e s  of t h e  PFD program, y o u  are an A l a s k a  resident. T h e  

b e n e f i t s  of r e s i d e n c y  of a n o t h e r  state are t h i n g s  like  v o t i n g  in 

t h a t  s t a t e ' s  election, stat e g u a r a n t e e d  m o r t g a g e s  (i.e. C A L  V E T  

loan) o r  i n - s t a t e  t u i t i o n  for y o u r s e l f  o r  a m i n o r  c h i l d  etc. 

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

r e t u r n  t o  A l a s k a  e v e r y  t w o  years.

S e c t i o n  5. A n y o n e  d e n i e d  a PFD b e t w e e n  1982 a n d  1992 s olely 

b e c a u s e  t h e y  w e r e  u n a b l e  to p rove "inte nt to r e m a i n "  o r  "intent to 

r e t urn" m a y  a p p l y  for the d enied d i v i d e n d  b y  M a y  1, 1993. T h e  

D e p a r t m e n t  of R e v e n u e  wi ll p r e p a r e  a form for s u c h  applications.



S e c t i o n  6. M a k e s  S e c tion 4 (deletion of "intent" language) 

r e t r o a c t i v e  to J a n u a r y  1 , 1982.

S e c t i o n  7. S e c t i o n s  4-6 ("intent" language, e f f e c t i v e  dates) t a k e  

e f f e c t  i m m e d i a t e l y  u p o n  p a ss age and s i g n i n g  b y  Governor.

S e c t i o n  8. S e c t i o n s  1-3 (child b o r n  o u t  of state, form, t w o  y e a r  

limitation) b e c o m e  e f f e c t i v e  J a n u a r y  1, 1 9 9 3 .
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MEMORANDUM
TO:

FROM:

Stove Hole 
Administrator

( C $ w  / b
Gary (I. Amen$kbla 
Vincent L. Usera 
Assistant Attorneys General 
Commercial Section - Juneau

DATE:

I
FILE NO.:

|

TEL. NO.1
i

SUBJECT;

State of Alaska
i D e p a r t m e n t  of L a w

December 11, 1991

465-3600

Nonresident Spouse Policy

We have reviewed the November 15, 1991 version of the 
Nonresident Spouse Policy (the policy) adopted by the Permanent 
Fund Dividend Division. Paragraph 4 of the policy states}

The PFD Division presumes that a ron-resident who 
moves to Alaska with a non-resident spouse intends 
to accompany their non-resident spouse when that 
spouse departs Alaska at some future time. An 
individual who upon moving to Alaska with a non­
resident spouse is presumed ito not be eligible for 
a permanent fund dividend until such time as their 
spouse also takes steps to establish Alaska 
residency.

In short, the policy says that the spouse of a 
nonresident is ineligible for a permanent fund dividend no matter 
how long the spouse remains in Alaska and no matter what or how 
many steps the spouse may individually take to become an Alaska 
resident. In our opinion, paragraph! 4 of the policy creates a 
presumption of nonresident status that is not justified and is 
likely violative of the equal protection provision of the Alaska 
Constitution. See attached November1 14, 1991 memorandum of D. 
Rebecca Snow. Therefore, the Division may not deny a permanent 
fund divident on that basis alone.

On the other hand, the Division may properly investigate 
further. We think it permissible for the Division to consider the 
status of the partner of a spouse in determining (on a case-by- 
case) basis, whether further investigation is appropriate as to 
whether the spouse is in fact eligible for a permanent fund 
dividend. Thus, the Division may properly inquire into the other 
indicators of the spouse's eligibility in a situation where 
inquiries by the Division reveal that the spouse's partner

© P W I O N  —  T ^ P T .  of* I*Auv/
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S tev e  Hole 
Administrator

December 1 1 , 1991 
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continues to claim residency elsewhere. 1/ After 
investigation/ and based on tho facts, not a presumption, the 
Division can approve or deny the application for a permanent fund 
dividend.

If you have any questions, please let me know.

GIA:VLU/jp/prm

1 / In short, the facts raise an inference of nonresidency that 
may be properly investigated further. The facts do not however, 
properly raise a presumption of nonresidency as a matter of law. 
in our opinion, further investigation is okay; denial without more 
is not. See, for example, State v. Jackson, 774 P.2d 1211, 1214 
(Wash 1989) (Presumptions are one thing; inferences another. 
Presumptions are assumptions of fact which the law requires to be 
made from another fact or group of facts; inferences are logical 
deductions or conclusions form an established fact. Presumptions 
deal with legal processes, whereas inferences deal with mental 
processes.)
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ALASKA DEPARTMENT O F REVENUE

PERMANENT FUND DIVIDEND D IV ISIO N

Aa of January 22, 1991

Jo order to be eligible for a permanent fund dividend/ A3 43.23,095(8) 
requires an individual to have "the intent to remain permanently in the 
state."

An M a s h a  resident who is physioally present in Alaska and marries a 
nonresident has the intent to remain permanently in the state until the 
M a s k a  resident takes steps or actions to depart the state.

The eligibility of an Alaska resident who marries a nonresident while 
absent from Alaska is not necessarily changed by the fact they married 
a  nonresident/ a s  long as the Alaska resident is absent fox an 
allowable reason.

There shall be no presxuqption that an applicant is not an Alaska 
resident just because the applicant's spouse ha3 not declared Alaska 
residency, No applicant may be denied a dividend solely because the 
spouse is a nonresident. In such cases/ before making a determination/ 
the division may conduct further reasonable investigation into the 
applicant's intent to remain an Alaskan resident. The PFD division 
will consider all relevant circumstances when evaluating whether such 
an individual claiming Alaska residency and living in Alaska with a 
nonresident spouse has demonstrated an intent to remain permanently in 
Alaska. The Division will consider whether or not such an individual 
has:

‘.I. taken steps to establish Alaska residency and sever tbeir 
previous residency;

2, ties t o  another state which indicate continued residency in 
the other state; and

3. taken other action that reasonably demonstrates an intent to 
remain in Alaska indefinitely.

This policy supercedes all previously issued policies on this issue and 
is effective immediately. ~~ ~

T O :  T t f Vf v  f l v - . - i e __________________________

PETE u ft ftmk 

FROM: lEw*. PHONE:

HD. Of 
PW23

CO-. O-Aft. ____FAX#:,
J ---   tnHWrtWffloW71

Thomas C. Nilliama/ Director Date

Commissioner

7915G PoSfTioA) s t A i r s  -  P i v
IN ................ ..



W A L T E R  J .  H I C K E L ,  G O V E R N O R

I I H B ’ A R T M E I V T  O F  R E V E N U E

P E R M A N E N T  F U N D  D I V I D E N D  D I V I S I O N

December 12, 1993

The H o n o rab le  S h i r l e y  C r a f t  
A la s k a  S t a t e  S e n a te  
119 N o rth  Cushman 
F a ir b a n k s ,  AK 99701

D ear S e n a to r  C r a f t :

T h is  i s  in  re sp o n se  t o  you r November 25, 1991 3 .e t te r  r e g a r d in g  th e
D iv i s io n 's  n o n re s id e n t  spouse p o l i c y .

The fo l lo w in g  a re  my re sp o n se s  to  you r s p e c i f i c a l l y  enum erated  
q u e s t io n s .

1 . We s e n t  in q u i r i e s  to  8, 697 a p p l ic a n t s  who s t a t e d  th e y  had a
spouse who had a p p a re n t ly  n o t a p p lie d  f o r  a  1991 d iv id e n d .

2 . As o f  Decem ber 1 0 th , we had e i t h e r  not r e c e iv e d  o r  not y e t
p ro c e s s e d  re sp o n se s  from  1 ,779  a p p l ic a n t s .  Of th o s e , we 
e s t im a te  t h a t  7 0 have been  r e c e iv e d  and a r e  c u r r e n t ly  b e in g  
p ro c e s s e d . P r o c e s s in g  w i l l  r e s u l t  in  e i t h e r  an a p p l ic a t io n  
b e in g  c le a r e d  f o r  payment o r p la c e d  in t o  r e v ie w .

3 . Of th o s e  a lr e a d y  p ro c e s s e d  965 o r  16% have been  d e n ie d .
How ever, r e c o g n iz in g  t h a t  th e  D iv is io n  i n c o r r e c t l y  d e n ie d  some 
a p p l ic a n t s  who were r e s id e n ts  e l i g i b l e  f o r  a PFD b e fo r e  th e y  
m a rr ie d  a n o n -r e s id e n t ,  th e  D iv is io n  has ta k e n  s te p s  to  
i d e n t i f y  th o s e  in d iv id u a ls  and o v e r tu rn  th e  o r i g i n a l  e rro n eo u s  
d e n ia l s .  B ased  on our i n i t i a l  re v ie w , r e l a t i v e l y  few  o f  th e  
o r i g i n a l  d e n ia ls  in v o lv e d  such i n d iv i d u a l s .

In  a d d it io n ,  th e  D iv is io n  i s  r e - r e v ie w in g  a l l  o th e r  d e n ia ls  t o  
d e te rm in e  i f  th e  a p p lic a n t  su b m itted  s u f f i c i e n t  e v id e n c e  to  
su p p o rt th e  a s s e r t io n  t h a t  th e y  a re  a r e s id e n t  even  though 
th e y  have a n o n -r e s id e n t  sp ou se. The D iv is io n  a ls o  in te n d s  to  
a l lo w  a p p l ic a n t s  who d id  not o r i g i n a l l y  subm it such e v id e n ce  
an o p p o r tu n ity  to  do so as p a r t  o f  th e  r e -r e v ie w / a p p e a l  
p r o c e s s .

4. Of th e  965 d e n ie d  346 o r  36% have a lr e a d y  a p p e a le d  th e  d e n ia l
r e q u e s t in g  an in fo rm a l c o n fe r e n c e . How ever, as  in d ic a t e d  in  
my resp o n se  t o  q u e s t io n  #3, th e  D iv is io n  w i l l  be r e - r e v ie w in g  
a l l  o f  th o se  d e n ia ls  w h eth er o r  not th e  a p p l ic a n t  has a lr e a d y  
a p p e a le d .

5 . As o f  December 10, 1991 th e  D iv is io n  had d e n ie d  29, 520 1990
PFD a p p l i c a t io n s .  Of th o s e , we can o n ly  s t a t i s t i c a l l y
id e n t i f y  14 who were s p e c i f i c a l l y  d en ied  f o r  a la c k  o f in t e n t  
to  rem ain  p erm an en tly  in  A la s k a .  However, we o n ly  r e c e n t ly  
added th e  a b i l i t y  to  i d e n t i f y  d e n ia ls  f o r  t h i s  p a r t i c u l a r  
re a s o n . C o n se q u e n tly , we can n o t s t a t i s t i c a l l y  i d e n t i f y  a l l  
such d e n ia l s .  None o f  th e s e  14 we can  id e n t i f y  have been
s u c c e s s f u l ly  a p p e a le d . However, we do know o f  s p e c i f i c  p r io r  
y e a r  c a s e s  w hich  w ere s u c c e s s f u l ly  a p p e a le d .

STATE OFFICE BUILDING P.O. BOX 3-0462 JUNEAU, AK 99611-0462
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6. As o f  December 10, 1991, 594 1990 a p p l ic a n t s  have been
a sse sse d  f o r  e r ro n e o u s ly  p a id  d iv id e n d s . A t l e a s t  2 o f  th e s e
assessm en ts  r e la t e d  to  la c k  o f  an in t e n t  to  rem ain  in  A la s k a .
Of th o se  594, 43 have been c o m p le te ly  r e p a id .

W h ile  we may a d v is e  a p p lic a n ts  who c a l l  and ask  us abou t t h e i r  s t a tu s  
t h a t  th e y  have been  d e n ie d , a l l  a p p lic a n ts  who a re  d e n ie d  a d iv id e n d  
a re  m a ile d  a d e n ia l  n o t ic e  a lo n g  w ith  a p p e a l fo rm s . S in c e  a p p e a ls  must 
be in  w r i t in g  and sh ou ld  ad d ress  th e  re a so n  f o r  d e n ia l ,  as a p r a c t i c a l  
m a tte r  a p p l ic a n t s  need t o  w a it  u n t i l  th e y  a c t u a l ly  r e c e iv e  a d e n ia l  
b e fo re  th e y  a p p e a l.

W ith  r e s p e c t  t o  yo u r s ta te m en t th a t  some in d iv id u a ls  a r e  a s s e r t in g  th a t  
th e  D epartm ent i s  e f f e c t i v e l y  in t im id a t in g  p eo p le  from  a p p e a lin g  a 
d e n ia l  o f  t h e i r  d iv id end ,- n e it h e r  I  nor th e  D epartm ent s a n c t io n  any 
such a c t io n .  In  f a c t ,  i t  i s  our p o l i c y  to  n e i t h e r  en co u rag e  o r  
d is c o u ra g e  p e o p le  from  a p p e a lin g  any d e n i a l . I t  i s  ou r p o l i c y  to  
s im p ly  a d v is e  a p p lic a n ts  o f  t h e i r  r i g h t  to  a p p e a l any d e n i a l .

G iven  th e  s e r io u s n e s s  o f  th e  a s s e r t io n ,  I  w ould  v e ry  much a p p r e c ia t e  i t  
i f  you c o u ld  p ro v id e  me th e  name o f  any PFD D iv is io n  em ployees who have 
made such s ta te m e n ts . In  a d d it io n ,  I  have r e c e n t ly  r e i t e r a t e d  t o  my 
s t a f f  t h a t  such in t im id a t in g  ty p e  s ta te m e n ts  a r e  w h o lly  in a p p r o p r ia t e .

I  co n cu r th e  d iv id e n d  i s  a v e ry  im p o rta n t b e n e f i t  t o  w h ich  q u a l i f i e d  
s t a t e  r e s id e n ts  a re  e n t i t l e d .  The D i v i s io n 's  r o le  i s  two f o ld .  F i r s t ,  
we a re  t o  en su re  a l l  q u a l i f i e d  r e s id e n ts  r e c e iv e  a d iv id e n d  as e a s i l y  
and e x p e d it io u s ly  as p o s s ib le .  In  a d d it io n ,  we a re  t o  e n su re  th a t  
th o se  who a re  n o t e l i g i b l e  a re  n o t in a p p r o p r ia t e ly  p a id .  Our o b je c t iv e  
i s  t o  re a s o n a b ly  b a la n c e  th e s e  two o b j e c t iv e s .

F o r  your r e f e r e n c e ,  I  have e n c lo s e d  a  copy o f  our r e v is e d  Decem ber 12, 
1991 N o n re s id e n t  Spouse P o l i c y ,  as w e l l  as a December 10, 1991 s t a tu s  
summary o f  our spouse in q u ir y  p r o je c t .

Thank you f o r  you r co n cern  on t h i s  i s s u e .

TCW:bro
91-132

E n c lo s u re s  (2)

c c :  D a r r e l  R e xw in k e l
D eputy Com m issioner 
D epartm ent o f  Revenue

Thomas C. W iT liarn s , D i r e c t o r  
Perm anent Fund D iv id e n d  D iv is io n
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ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND D IV IS IO N  
STATUS OF SPOUSE INQU IRY PROJECT 

As o f  D ecem ber 1 0 ,  1 9 9 1

I n q u i r i e s  S e n t  on 0 9 / 3 0 / 9 1  and  1 0 / 0 1 / 9 1  8 . 697

U n r e s o l v e d  I n q u i r i e s
No r e s p o n s e  r e c e i v e d  1 , 7 0 9
R e sp o n s e  r e c e i v e d ,  n o t  y e t  p r o c e s s e d  70

T o t a l  U n r e s o l v e d  I n q u i r i e s  (A) 1 . 7 7 9

P r o c e s s e d ,  C l e a r e d  i n  A p p l i c a n t ' s  F a v o r  4 , 8 4 0

S e l e c t e d  f o r  R e v iew
M is s i n g  o t h e r  i n f o r m a t i o n  65
D e n ie d  f o r  o t h e r  r e a s o n  45
P o s tp a y m e n t  r e v i e w  2
P re p a ym en t  r e v i e w  1 .  001

T o t a l  S e l e c t e d  f o r  R e v iew  1 , 1 1 3

D e n ie d
O n ly  b a s e d  on  n o n - r e s i d e n c y  o f  s p o u s e  944
B a s e d  on a d d i t i o n a l  r e a s o n  21

T o t a l  D e n ie d  (B ) 9 65

N o t e s ___________________________________________________________

A. On 1 1 / 1 9 / 9 1  2 , 2 4 3  a p p l i c a n t s  had  e i t h e r  n o t  r e s p o n d e d  o r  t h e
D i v i s i o n  h ad  n o t  y e t  p r o c e s s e d  t h e i r  r e s p o n s e .  The num ber r e p o r t e d  
as  r e c e i v e d  b u t  n o t  y e t  p r o c e s s e d  i s  an e s t im a t e .

B . R e c o g n i z i n g  t h a t  t h e  D i v i s i o n  i n c o r r e c t l y  d e n i e d  some a p p l i c a n t s
who w e re  r e s i d e n t s  e l i g i b l e  f o r  a  PFD b e f o r e  t h e y  m a r r i e d  a
n o n - r e s i d e n t ,  t h e  D i v i s i o n  h a s  t a k e n  s t e p s  t o  i d e n t i f y  t h o s e  
i n d i v i d u a l s  and  o v e r t u r n  t h e  o r i g i n a l  e r r o n e o u s  d e n i a l s .  B a s e d  on 
o u r  i n i t i a l  r e v i e w ,  r e l a t i v e l y  few  o f  t h e  o r i g i n a l  d e n i a l s  i n v o l v e d  
such  i n d i v i d u a l s .
I n  a d d i t i o n ,  t h e  D i v i s i o n  i s  r e - r e v i e w i n g  a l l  ' l i - r  d e n i a l s  t o
d e t e rm in e  i f  t h e  a p p l i c a n t  s u b m i t t e d  s u f f i c i e n t  e v i d e n c e  t o  s u p p o r t  
t h e  a s s e r t i o n  t h a t  t h e y  a r e  a r e s i d e n t  e v e n  th o u g h  t h e y  h a v e  a 
n o n - r e s i d e n t  s p o u s e .  The D i v i s i o n  a l s o  i n t e n d s  t o  a l l o w  a p p l i c a n t s  
who d i d  n o t  o r i g i n a l l y  s u b m i t  su ch  e v i d e n c e  an o p p o r t u n i t y  t o  do s o  
as p a r t  o f  t h e  r e - r e v i e w / a p p e a l  p r o c e s s .

8275G
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A l a s k a  S ta t e  L e g is l a t u r e

119 North Cushman, £201 
Fairbanks, Alaska 99701 
(907) 452-4882 
Fax: 452-3254

Room 125, State C*pi' 
Juneau, Alaska 99801-11

(907) 465-38 
Fax: 586-62-

Shirley C raft
Alaska Slate Senator

November 25, 1991

Tom Williams, Director 
Permanent Fund Dividend Division 
Department of Revenue 
P.O. Box S-0462 
Juneau, Alaska 99811-0462

Dear Director Williams:

Thank you for the information you recently provided concerning the number of 
PFD applicants denied so far this year on the basis of the nonresidence of their spouse. 
I would like to have some clarification on this point and would like to request further 
Statistical data.

1. You note that 787 applicants (727 female) have been denied so far this 
year. How many applications were "flagged" on the-basis of the spouse not 
having applied?

2. How many are yet to be processed, based on replies to the spouse 
. Information questionnaire? When will this initial processing be finished?

3. Of those processed, what is the percentage denied?

4. Of those denied, how many have appealed the decision or requested an 
informal conference?

5. For FY 9.1, how many PFDs were denied? How many were denied based 
on "intent to remain" or "intent to return"? How many of those denied for 
reasons of "intent" were successfully appealed? now many are still being 
processed?



Williams 
11/25/91 
page 2.

6. For FY 91, of 1990 PFD denials, how many led to a request for 
repayment of previous year’s PFDs? How many of those have repaid past 
PFDs?

Also, some of my constituents have told me that they hove only received 
notification of denial by telephone. Is it a common practice to notify applicants of denial 
by phone rather than mail? When do those notified by phone get an opportunity to 
request an informal conference? Must they wait until the denial is confirmed in writing? 
If so, when can they expect written notification?

Finally, individuals have related that when they indicated a desire to appeal the 
denial of their PFD, department personnel have told them that it could lead to a request 
for repayment of past PFDs with interest. As you may imagine, the implication of such 
a statement is that if one questions the department’s decision, the department has the 
power to punish that person, and this is frightening. Is this type of intimidation 
sanctioned by the department?

It seems to me that we need to remember that the Permanent Fund Dividend is 
a benefit to which state residents are entitled, and that the Department of Revenue has 
the honor of serving Alaskans in delivery of this benefit. I hope that your division secs 
this function in that light and assists the public accordingly.

Sincerely,

Alaska State Senator
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A L A S K A  D B P 6 R 3 M S N T  O F  &EV2OT7B 
P E B M A H E N T  F U N D  D I V I D E N D  D I V I S I O N

SmZEWLJE£BS3LI<3&L£X
A a of D e c e m b e r  1 3 3 1

In o r d e r  t o  b e  e l i g i b l e  fox a p e r m a n e n t  f u n d  d i v i d e n d /  A S  43.23,095(8) 
r e q u i r e s  a n  i n d i v i d u a l  t o  h a v e  " t b e  i n t e n t  t o  r e m a i n  p e r m a n e n t l y  in the 
s t a t e . "

An A l a s k a  r e s i d e n t  w h o  is p h y s i c a l l y  p r e s e n t  i n  A l a s k a  a n d  m a z r i e s  a 
n o n r e s i d e n t  has t h e  i n t e n t  t o  r e m a i n  p e r m a n e n t l y  in t h e  3 t a t e  u n t i l  t h e  
A l a s k a  r e s i d e n t  t a k e 3  s t e p s  o r  a c t i o n s  t o  d e p a r t  t h e  etate.

,v' T h e  e l i g i b i l i t y  of an A l a s k a  r e s i d e n t  w h o  m a r r i e s  a  n o n r e s i d e n t  w h i l e  
a b s e n t  f r o m  A l a s k a  is n o t  n e c e s s a r i l y  c h a n g e d  b y  t h e  f a c t  t h e y  m a r r i e d  
a n o n r e s i d e n t /  as l o n g  as the A l a s k a  r e s i d e n t  is a b s e n t  for an 
a l l o w a b l e  r e ason.

A n o n r e s i d e n t  w h o  m o v e s  t o  A l a s k a  w i t h  a n o n r e s i d e n t  spouse/ m o r e  
l i k e l y  t h a n  not/ i n t e n d s  t o  a c c o m p a n y  t h e i r  n o n r e s i d e n t  s p o u s e  when 
t h a t  a p o o a e  d e p a r t s  A l a s k a .  T h e  P F D  D i v i s i o n  w i l l  c o n s i d e r  all 
r e l e v a n t  c i r c u m s t a n c e s  w h e n  e v a l u a t i n g  w h e t h e r  s u c h  an i n d i v i d u a l  
c l a i m i n g  A l a s k a  r e s i d e n c y  a n d  l i v i n g  i n  A l a s k a  with t h e i r  n o n r e s i d e n t  
s p o u s e  h a s  d e m o n s t r a t e d  an infcsut t o  r e m a i n  p e r m a n e n t l y  i n  Alas k a  
d e s p i t e  t h e  n o o r e s i d e n c y  of t h e i r  spouse. T h e  D i v i s i o n  w i l l  c o n s i d e r  
w h e t h e r  o r  n o t  such, an i n d i v i d u a l  has:

1. t a k e n  s t e p s  t o  e s t a b l i s h  A l a s k a  r e s i d e n c y  and s e v e r  tbeix 
p r e v i o u s  r e s i d e n c y ;

2. t i e s  t o  a n o t h e r  st a t  > w h i c h  i n d i c a t e  c o n t i n u e d  r e s i d e n c y  in 
t h e  o t h e r  s t a t e ;  a n d

3. t a k e n  o t h e r  a c t i o n  that r e a s o n a b l y  d e m o n s t r a t e s  a n  i n t e n t  to 
r e m a i n  in. A l a s k a  i n d e f i n i t e l y .

Tbl3 p o l i c y  s u p e r c e d e s  a l l  p r e v i o u s l y  i s s u e d  p o l i c i e s  oo t h i s  i s s u e  a n d  
is e f f e c t i v e  irtroedlately.

Acting Commissioner
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ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

rn o r d e r .to  be e l i g i b l e  fo r  a permanent fund d iv id e n d / AS 43 .23 ,095  (8) 
r eq u ires  an in d iv id u a l to  have "the in te n t  to  remain perm anently  in  the  
s t a t e . "

The PFD Division presumes that an Masks resident who is physically present in Alaska and marries a nonresident has the intent to remain permanently in the state un til tho Alaska resident tabes steps os actions to deport the state with their nonresident spouse.
The e lig ib ility  of an Alaska resident who marries a non-resident while absent from Alaska is not necessarily changed by the fact they married a non-resident/ as long as the Alaska resident la  absent for art allowable reason.
The PFD Division presumes that a non-resident who moves to Alaska with a non-resident spouse inttnds to accompany their non-resident spouse when that spouse departs Alaska at some future time. An individual who upon moving to Alaska with a non-resident spouse takes- steps to establish Alaska residency is presumed to not be e lig ib le for a permanent fund dividend un til such time as the ir spouse also takes 
s b v p s  to e s t a b l i s h  A l a s k a  residency,
Ihifl policy supercedes a l l  previously issued policies on this isaua and is effective immediately,

Thomas C. W illiam s/ D irector Date

D a r r e l  J. R e x w i n k e i  
A c t i n g  C o m m i s s i o n e r
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AL A S K A  DEPARTMENT OF R Z V E N U E  
P E R M A N E N T  FUND D I VIDEND D I V I S I O N  

HOME£SIJ2Emi-SmJ5IL-£LOLI£I 
As of December 12, 19 9 1

In order to b e  e l i g i b l e  for a permanent f u n d  dividend, AS 43.23.095(8) 
requires an i n d i v i d u a l  to have "the intent to r e m a i n  pe r m a n e n t l y  in the 
s t a t e ."

An A l a s k a  r e s i d e n t  w h o  is physically p r e s e n t  in A l a s k a  and marries a 
n o n r e sident h a s  v.he i n tent to remain p e r m a n e n t l y  in the state until the 
A l a s k a  r e s i d e n t  t a k e s  steps or actions to d e p a r t  the state.

The e l i g i b i l i t y  of an A l a s k a  resident w h o  m a r r i e s  a nonresident while 
absent fr o m  A l a s k a  is not necessarily c h a n g e d  b y  the fact they m a r r i e d  
a nonresident, as lo n g  as the Alaska r e s i d e n t  is absent for an 
a llowable r e a s o n .

A n o n r e s i d e n t  w h o  moves to Alaska with a no n r e s i d e n t  3pouse, mo r e  
likely t h a n  not, I n t e n d s  to accompany t h e i r  nonresident spouse w h e n  
that 3p o u s e  d e p a r t s  Alaska. The PFD D i v i s i o n  will consider all 
relevant c i r c u m s t a n c e s  when evaluating w h e t h e r  such an individual 
cla i m i n g  A l a s k a  r e s i d e n c y  and living in A l a s k a  w i t h  t h eir nonresident 
spouse has d e m o n s t r a t e d  an intent to r e m a i n  pe r m a n e n t l y  in A l a s k a  
despite the n o n r e s i d e n c y  of their spouse. T h e  D i v i s i o n  will consider 
w h ether o r  n o t  s u c h  an individual has:

1. t a k e n  ste p s  to establish A l a s k a  r e s i d e n c y  and sever t h e i r  
p r e v i o u s  residency;

2. t i e s  t o  a n o t h e r  state which i n d i c a t e  ’ c o n t i n u e d  residency in 
t h e  o t h e r  state;

yj 3. p u r c h a s e d  a home in Alaska;

e n t e r e d  i n t o  a l o n g - t e r m  Alaska r e s i d e n t i a l  lease that extends 
s i g n i f i c a n t l y  b e y o n d  the n o n r e s i d e n t  spouse's s c heduled 
d e p a r t u r e ;

Tt-5. r e m a i n e d  i n  A l a s k a  when their n o n r e s i d e n t  spouse m o v e d  out of 
A l a s k a ;  or

5. t a k e n  o t h e r  action that r e a s o n a b l y  demonstrates an intent t o  
r e m a i n  in A l a s k a  i n d e f i n i t e l y / e v e n  i f  t h e i r  nonresident spouse 
w e r e  t o  d e p a r t  Alaska.

This p o l i c y  s u p e r c e d e s  all previously i s s u e d  p olicies on this issue a n d  
is e f f e c t i v e  i m m e d i a t e l y .

Thomas C. Williams, D i r e c t o r Da te

Darrel J. Rexwankel 
A c ting Commissioner
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A M E N D M E N T  # 1

TO: SB 329, An Act establishing the Alaska State Pension 
Investment Board

Offered by: Senator Pourchot 

Page 9 Section 8:

Delete Section 8.

Page 10 Section 9:

Delete Section 9

RATIONALE: SB 70, Municipal Taxation of Certain Property, passed
the leg is la tu re  in 1991 and became law upon the Governor's 
signature, Chapter 85 SLA 91. CRA has recommended that the language 
in Section 8, AS 29.45.030 (a) (1) (B) clearly includes the Alaska 
State Pension Board and the funds i t  manages. Therefore, Subsection 
(D) is unnecessary and the reference to i t  in Section 9 becomes 
unnecessary. The remaining portions of Section 8 and 9 are existing 
s ta tu te ,  and therefore should be deleted.

A M E N D M E N T  # 1  ( P o u r c h o t )  

E x p l a n a t i o n  /  R a t i o n a l e



P r o p o s e d  C S  f o r  S B  3 2 9  

E x p l a n a t i o n  o f  A m e n d m e n t :

A S  2 9 . 4 5 . 0 3 0 ( a ) ( 1 ) ( B )  p r o v i d e s  f o r  c e r t a i n  r e a l  p r o p e r t y  w h i c h  

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

b e c o m e  t a x a b l e  b y  m u n i c i p a l i t i e s .  S e c t i o n  8  a n d  9  o f  S e n a t e  

B i l l  3 2 9  p r o p o s e  t o  a d d  l a n g u a g e  w h i c h  w o u l d  p r o v i d e  f o r  t h e  

s a m e  a r r a n g e m e n t  o n  p r o p e r t y  o f  t h e  A l a s k a  S t a t e  P e n s i o n  

I n v e s t m e n t  B o a r d .  A l l  p a r t i e s  a g r e e  t h a t  t h i s  p r o p o s e d  

l a n g u a g e  i s  r e d u n d a n t  t o  t h e  e x i s t i n g  l a n g u a g e  n o t e d  a b o v e  ( S e e  

e x i s t i n g  l a n g u a g e  o n  p a g e  9  o f  t h e  b i l l ,  b e g i n n i n g  a t  l i n e  6 . )  

T h u s ,  i t  i s  s u g g e s t e d  t h a t  S e c t i o n s  8  a n d  9  c a n  b e  r e m o v e d  

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

S e c t i o n  5  o f  t h e  b i l l  w o u l d  a c c o m p l i s h  a  " h o u s e k e e p i n g "  m e a s u r e  

w h i c h  w a s  i n a d v e r t e n t l y  o v e r l o o k e d  w h e n  A S  2 9 . 4 5 . 0 3 0 ( a ) ( 1 ) ( B )  

w a s  a d o p t e d  i n  1 9 9 1 .  I f  n o t  f o r  S e c t i o n  5 ,  i t  c o u l d  b e  a r g u e d  

t h a t  m e m b e r  c o n t r i b u t i o n s  t o  t h e  A l a s k a  S t a t e  P e n s i o n  

I n v e s t m e n t  B o a r d  a r e  e x e m p t  f o r  t a x a t i o n ,  t h e r e b y  r e n d e r i n g  

A S .  2 9 . 4 5 . 0 3 0 ( a ) ( 1 ) ( B )  i n e f f e c t i v e .  A l t h o u g h  w e  d o  n o t  b e l i e v e  

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

S e c t i o n  5  i s  b e n e f i c i a l  f o r  t h e  p u r p o s e  o f  a v o i d i n g  f u t u r e  

p o t e n t i a l  l i t i g a t i o n  o n  t h i s  s u b j e c t .

/

Submitted by Department of Community and Regional Affairs. 
1/17/92



A M E N D M E N T  # 2

TO: SB 329, An Act establishing the Alaska State Pension
Investment Board.

Offered by: Senator Pourchot

Page 6, line 20:

Delete (ASSETS AND)

RATIONALE;

Technical amendment to c larify  that the Board does not have assets, 
i t  manages the assets for the funds l is ted  in SB 329.
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CS FOR SENATE BILL NO. 329 (STATE AFFAIRS) 

IN THE LEGISLATURE OF THE STATE OF ALASKA

BY THE STATE AFFAIRS COMMITTEE
Offered:
Referred:

SEVENTEENTH LEGISLATURE - SECOND SESSION

FLvucls b*-

Sponsor(s): SENATORS POURCHOT, Sturgulewski, Duncan, Collins, Pearce

A BILL 

FOR AN ACT ENTITLED

fte.s
J tvh'&lVJ 
/h» K‘4-c*.rtj

vS8?  I 
Dij-nfrr-eJ CafajS.

1 "An Act establishing the Alaska State Pension Investment Board; relating to management

2 and investment of state pension funds, receipts of the supplemental employee benefits

3 program, receipts of the deferred compensation program, and other state funds; and

4 providing for an effective date."

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
y  Public. FtMidi Sf«.4vFc-

6 * Section 1. AS 37.10 is amended by adding new sections to read:

7 v ARTICLE 5. ALASKA STATE PENSION INVESTMENT BOARD.

8 A ^  Sec. 37.10.210. ALASKA STATE PENSION INVESTMENT BOARD, (a) There is

9 established the Alaska State Pension Investment Board in the Department of Revenue. The 

purpose of the board is to provide prudent and productive management and investment of state

11 pension funds and of other state funds upon agreement with the commissioner o f  the department

12 or the Fiduciary responsible for the fund.

13 (b) The board consists of eight trustees. Two of the trustees shall be elected by the 

>f?members of the public employees’ retirement system from the membership of the system.

CS P r o p o s e d  ( P o u r c h o t )  c h a n g e s  
h i g h l i g h t e d ,  a n e n d . ' s  i n c l u d e d
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j/T \ ^^Nominations may be made by the Public Employees’ Retirement Board or by petition signed by

2 at *east ^  persons eligible to vote in the election. One of the trustees elected from the

3 membership of the public employees’ retirement system must be a participant in the supplemental

4 ^  employee benefits program established under AS 39.30.150 - 39.30.180. Two of the trustees

5 shall be elected by the members of the teachers’ retirement system from the membership of the

system. Nominations may be made by the Teachers’ Retirement Board or by petition signed by

at least 10 persons eligible to vote in the election. The governor shall appoint three trustees. At 
*(<'•fy?\C0 /-least one of the appointed trustees must represent employers, other than the state, who participate

c i V 19̂ < ^ in  one of the retirement systems. The appointed trustees must have business and investment

10 ^  experience. The commissioner of revenue serves as a trustee.

(c) The appointed and elected trustees shall serve for staggered terms of four years and 

12 may be reappointed or reelected to the board.

(d) The governor may, by written notice to the trustee, remove an appointed trustee for 

14 ^ S ^ c a u s e .  The Public Employees’ Retirement Board may, by written notice to the trustee, remove 

15&o')C' a member elected from the membership of that retirement system for cause. The Teachers’

16 Retirement Board may, by written notice to the trustee, remove a member elected from the

17 ^membership of that retirement system for cause. After a trustee receives written notice of 

l^ sP ^ A  removal, the trustee may not participate in board business and may not be counted for purposes 

19^^fjp  of establishing a quorum.

2 (e) A vacancy on the board of trustees shall be promptly filled in the same manner as

21 the seat was originally filled. A person filling a vacancy holds office for the balance of die

22 unexpired term of the person’s predecessor. A vacancy on the board does not impair the

23 authority of a quorum of the board to exercise all the powers and perform all the duties of the

24 board.

25 ^  (f) The board of trustees shall annually elect a chair from among its members.

26 (§) F*ve trustees constitute a quorum for the transaction of business and the exercise of
Q°

27 the powers and duties of the board.

28 (h) A trustee may not designate another person to serve on the board in the absence of

29 |vl° the trustee.

30 (i) The board shall adopt a policy concerning investment education for trustees.

31 V  (>£>" \ Sec 37.io.220. POWERS AND DUTIES OF THE BOARD, (a) The board shall

Pow e rs <*aJ Ou-h<LS_ 8 o a . r j . . . S u i s ^  'CM 1“ ^
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1 (1) hold regular and special meetings at the call of the chair or of at least four

2  m em b ers ;

3  l.  ( 2 )  establish investment policies for the funds for which it is responsible after

4 f t * '  reviewing recommendations from the investment advisory council and ti:e Department of

5 Revenue; '

6 ^  (3) submit long-range and quarterly investment repons to the Legislative Budget

7 and Audit Committee;

8 fr0J W <Pit4) repon to the governor, the legislature, and employers participating in the

9 recrement systems by the first day of each regular legislative session concerning the investment

10 of funds for which the board is responsible, including financial and investment policies

11 established by the board, and enclose a summary of the most recent performance evaluations of

12 the funds managed by the board;

1 3  A  P *  (3) c o n tra c t w ith  e x te rn a l p e r fo rm an ce  e v a lu a to r s  to r e v ie w  the p e r fo rm an ce  o f

14 each fund for which the board is responsible and repon each year on the fund’s condition to the

15 board of trustees and to the other appropriate boards;

16 (6) engage independent certified public accountants to perform an annual audit

17 of each of the funds for which the board is responsible and to report to the board with the results

18 of the^dit;

19 (?) review the actuarial earnings assumption for each fund for which the board

20 is responsible every two years and report its findings and recommendations to the appropriate
.21 board or agency;

2 2 ^ ^ .  (8) after reviewing the recommendations from the Department of Revenue and

2 3 advisory council, select and retain the external investment managers and custodians for the 
5*'

24 funds managed by the board;

>m9) develop an annual operating budget plan and present it to the Department of 

26 ^ R e v e n u e ,  the office of management and budget, and the legislature.

2V € ^ ‘V “ may2 8 ^ ^ \-*  ^  emPloy outs*de investment advisors to review investment policies and make

29 recommendations to the board;

30 ^ £ ^ ^ ( 2 )  employ legal counsel;

31 L .r  (3) contract for services necessary to carry out its powers and duties;

W O R K  D R A F T  s U U  W 0 R K  D R A F T  W 0 R K  D R A F T
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(4) enter into an agreement with the commissioner of the department or the

fiduciary responsible for another state fund to assume fiduciary or management responsibilities 

for investing the other state fund;

(5) do all acts necessary to carry out the powers expressly granted or necessarily 

^ implied in this chapter.

^ \ (c) The board shall meet annually, either jointly or separately, with the Public

15

16 Sec. 37.10.230. CONFLICTS OF INTEREST, (a) Trustees are subject to the provisions

D'f] E m p l o y e e s ’ Retirement Board, the Teachers’ Retirement Board, and the Department of 

Administration to review benefit administration of each of the retirement systems and of the 

, v  employee benefits program established under AS 39.30.150 - 39.30.180 and the deferred 

UyvoP1 compensation program under AS 39.45. The Department of Administration and each retirement 

board shall report to the investment board on benefit administration and other issues for that

12 retirement system or program that may affect the investment and management of the fund.

13 ^  (d) The chair of the board shall appoint a trustee to present the board’s position to

14 ?egislative committees when the committees are considering the board’s operating budget. The 

board is otherwise subject to AS 37.07.

l ? £ ° w ^ o f  AS 39.50.
Zor

18 ^ ^  *  (b) If a trustee acquires, owns, or controls an interest, direct or indirect, in an entity or

19 ^ ^ p r o j e c t  in which assets under the control of the board are invested, the trustee shall immediately

20 disclose the interest to the board. The disclosure is a matter of public record and shall be 

2l£\S^£i included in the minutes of the board meeting next following the disclosure. The board shall 

22 r. adopt regulations to restrict trustees from having a substantial interest in an entity or project in

orj f V » j 3  < < 4 ^  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  b o a r d  a r e  i n v e s t e d .

>̂ r*24 Sec. 37.10.240. REGULATIONS AND OPEN MEETINGS, (a) The board may adopt

2 r̂ ^  regulations to implement AS 37.10.210 - 37.10.390. Regulations adopted by the board are not 

2 6 . ^  subject to the Administrative Procedure Act (AS 44.62). The board shall adopt regulations

V *

required by AS 36.30.015(f) relating to procurement. The board shall comply with theCade. S ^ + ioaj S'
28 requirements of AS 44.62.310 - 44.62.312. , .

L ?  op*A> &i'e-'VuV*-5
29 (b) Notwithstanding (a) of this section, a regulation adopted under AS 37.10.210 -

30 37.10.390 shall be published in the Alaska Administrative Register and Alaska Administrative

31 y  Code for informational purposes. A regulation adopted under this section shall confor to the

C° y  ̂ CSSB 329(STA) •4*
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1 style and format requirements of the drafting manual for administrative regulations that is

2 published under AS 44.62.050.

3 (c) At least 30 days before the adoption, amendment, or repeal of a regulation under this

4 '^'^^chapter, the board shall provide notice of the action that is being considered. The notice must

5 include publication in one or more newspapers of general circulation in each judicial district of

6 the state.

(d) A regulation adopted under this chapter takes effect 30 days after adoption by the

8 board unless a later effective date is stated in the regulation.

9 Notwithstanding the other provisions of this section, a regulation may be adopted, 

> 0 * ^ -  amended, or repealed, effective immediately, as an emergency regulation. For an emergency

11 regulation to be effective the board must find that the immediate adoption, amendment, or repeal

12 of the regulation is necessary. The board shall, within 10 days after adoption of an emergency

13 regulation, give notice of the adoption under (c) of this section. An emergency regulation

14 adopted under this subsection may not remain in effect past the date of the next regular meeting

15 of the board unless the board complies with the procedures set out in this section and adopts the

16 regulation as a permanent regulation.

17 ( 0  th is  s e c t io n , " r e g u la t io n "  h a s  the m e an in g  g iv e n  in  AS 44.62.640(a).

18 Sec. 37.10.250. COMPENSATION OF TRUSTEES. Trustees, other than trustees who

19 are employees of the state or a political subdivision of the state, receive an honorarium of $150

20 for each day spent at a meeting of the board or at a meeting of a subcommittee of the board or

21 $ l£ ^ 0|cat a public meeting as a representative of the board. Trustees who are state employees are 

22h° entitled to administrative leave for service as a trustee. Trustees who are employees of a political

23 subdivision of the state are entitled to leave benefits provided by their employers comparable to

24 >̂<̂ 1 those provided to state employees for service as a trustee. Trustees are entitled to per diem and

travel expenses authorized for boards and commissions under AS 39.20.180.

26 Sec. 37.10.260. STAFF, (a) The Department of Revenue shall provide staff for the

27 • board.

(b) The board may designate a trustee or an officer or employee of the Department of

29 Revenue to be responsible for signing on behalf of the board a deed, contract, or other document

30 that must be executed by or on behalf of the board.

31 ^  Sec. 37.10.270. INVESTMENT ADVISORY COUNCIL, (a) The board shall appoint

r * '

P  -5- CSSB 329(STA)
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1 an investment advisory council composed of at least three and not more than five members.

2 ^ \  Members of the council shall possess experience and expertise in financial investments and

^management of investment portfolios for public, corporate, or union pension benefit funds,
Vtv

Qoc" 4 foundations, or endowments.
A.

(b) Members of the council serve at the pleasure of the board for staggered terms of three

d years.

7 h ^ ( c )  The board shall establish the compensation of members of the council. Members of

8 f  ^e council are entitled to per diem and travel expenses authorized for boards and commissions

9 under AS 39.20.180.

10 ."v\  (d) The council shall

11 j j s ,  (1) review the investments made by the board;
ft?'**12 (2) make recommendations to the board concerning the board’s investment

13 policies, investment strategy, and investment procedures;

14 (3) advise the board on selection of performance consultants and on the form and

15 . content of annual reports;

(4) provide other advice as requested by the board.
^  tv

17 (e) With approval of the board, the council may contract with other state agencies to 
. CO p r ^

18 ?  provide investment advice.

19(j>**' Sec. 37.10.280. INSURANCE. The board shall ensure that trusteed assets and its own

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

20 services are protected. The board may purchase insurance or provide for self-insurance retention

21 amounts recommended by the commissioner of revenue and approved by the board to cover

22 P*0 the acts, including fiduciary acts, emors, and omissions of its board members and agents. Insur- 

“* C ance must Protect board and the state from liability to others and from loss of trusteed assets

24 due to the acts or omissions of the trustees.

25 . . ^  Sec. 37.10.290. EXEMPTION FROM TAXATION. Except as provided in

26> AS 29.45.030(a) for property acquired through foreclosure or deed in lieu of foreclosure, the

* 2 7 board and all properties at any rime owned by it, managed by it, or held by it in trust, and the

i

28 fcV ^ in com e from those activities, are exempt from all taxes and assessments in the state. All security
■ KV* - . ,2 9 ^ ^ vt instruments issued by the board and income from them are exempt from all taxes and 

30 assessments in the state, including transfer taxes.

^  W ^ ' ° ^ SeC' LIMITATIONS. The board may not engage in commercial banking31

CSSB 329(STA) -6-
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1 activity or private trust activity. The board may not act as a depository or trustee for a private

2 person, association, or corporation. The board may not act as a lender to a private person,

3 association, or corporation of money from any source except state funds under management by

4 the board.

Sec. 37.10.310. LIABILITY. A liability incurred by the board shall be satisfied

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

%
exclusively from the trust assets or trust revenue, and a creditor or other person may not have

nght of action against the state because of a debt, obligation, or liability of the board.

* *  9

In AS 37.10.210 - 37.10.390, unless the contextSec. 37.10.390. DEFINITIONS, 

otherwise requires,

(1) "board" means the board of trustees of the Alaska State Pension Investment

Board;

(2) "retirement systems" means the teachers’ retirement system, the judicial 

retirement system, the Alaska National Guard and Alaska Naval Militia retirement system, and 

the public employees’ retirement system.

* Sec. 2. AS 14.25.035(d) is amended to read:

(d) The commissioner of administration shall report to the board concerning the condition

and administration of the system. The reports shall be distributed to the members of the system.

The Alaska State Pension Investment Board [COMMISSIONER OF REVENUE] shall provide

’'Y reports to the board on the condition and investment performance of the teachers’ retirement trust

fund including a summary of an annual external performance review. 
r°f ̂t y  21 * Sec. 3. AS 14.25.035 is amended by adding a new subsection to read:

v \o  .22 r  .A 0) The board shall adopt regulations for the election of trustees to the Alaska State 

rfQ -' 2 3 ^   ̂ (^Pension ]

fa?, 
\P

10 

R  

12

13

14

15

16 

17

Investment Board and for removal from the investment board of trustees elected from

the system.

f  "  “
e>O

25 * Sec. 4. AS 14.25.180 is amended to read:

26 Sec- 14.25.180. MANAGEMENT AND INVESTMENT OF FUND, (a) The Alaska

27 State Pension Investment Board [COMMISSIONER OF REVENUE] is the [TREASURER OF

2£L, ^ T H E  SYSTEM AND THE] fiduciary of the fund. In managing the fuad, the Alaska State

Pension Investment Board [COMMISSIONER OF REVENUE] shall

(1) consider the status of the fund’s investments and the system’s liabilities on 

^  c both a current and a probable future basis;

-7-
T—  ' r - ' - i  rDELETED TEXT BRACKETED!
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1 (2) determine the appropriate investment objectives for the fund;

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

3 (4) act only in regard to the best financial interests of the system’s plan and

4 beneficiaries.

5 (b) The Alaska State Pension Investment Board [COMMISSIONER OF REVENUE]

6 may invest the fund on the basis of probable total rate of return without regard to the distinction

7 between principal and income or to the generation of income.

8 (c) In carrying out investment duties under this chapter, the Alaska State Pension

9 Investment Board [COMMISSIONER OF REVENUE] has the same powers and duties in regard

10 to the teacher’s retirement trust fund as are provided in AS 37.10.071, except that the standard

11 of prudence that the hoard [COMMISSIONER] must obey under AS 37.10.071(c) shall be in

12 regard to the management of large trust investments rather than large investments.

13 * Sec. 5. AS 14.25.200(a) is amended to re ■ I:

14 '* (a) Except as provided in AS 1 .45.030(a)(1), member [MEMBER] contributions and

lSynfA other amounts held in the system on behalf of a member or other person who is or may become

^ e ôible for benefits under the system are exempt from Alaska state and municipal taxes and are 

not subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or charge
^ y  ■  ̂ ~W  lJj^£u ^ of any kind, either voluntary or involuntary, before they are received by the person entitled to

^
*1^  tbe amount under the terms of the system, and any attempt to anticipate, alienate, sell, transfer,

V) \20\^ (. assign, pledge, encumber, charge, or otherwise dispose of any right to amounts accrued in the
•fiT A0  ̂ 21 ‘ system is void. However, a member's right to receive benefits may be assigned under a qualified^  21 ‘ system is void. However, a member's right to receive benefits may be assigned under a qualified

22 domestic relations order. ----

23 * Sec. 6. AS 22.25.048(c) is amended to read:

^  *̂le A>aska State Pension Investment Board [COMMISSIONER OF REVENUE]

25$.<*'\ f̂fx is the [TREASURE T iYSTEM AND THE] fiduciary of the fund and has the same

26 1 powers and duties undv. ’ tn.c -don in regard to the judicial retirement trust fund as are provided

27 in AS 14.25.180.

28 * Sec. 7. AS 26.05.228(c) is amended to read:

29[^>\ ; \ ^ ^ r  (c) The Alaska Slate Pension Investment Board [COMMISSIONER OF REVENUE]

30£*' [TREASURER OF THE SYSTEM AND THE] fiduciary of the fund and has the same

3 isr  powers and duties under this section in regard to the fund as are provided under AS 14.25.180.

CSSB 329(STA) •8-
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* Sec. 8. AS 36.30.015(0 is.amended to read:

• ;- Krr
fAJI/Vld
HS s*.
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1

2 ., (0 The board of directors of the Alaska Housing Finance Corporation, notwithstanding

3 AS 18.56.088, and the board of directors of the Alaska State Housing Authority shall adopt

4 ' • ’ regulations under the Administrative Procedure Act (AS 44.62) and the board of trustees of the
It

5 Alaska State Pension Investment Board shall adopt regulations under AS 37.10.240 to

6 govern the procurement of supplies, services, professional services, and construction for the

7 respective public corporations and board. The regulations must

8 (1) reflect competitive bidding principles and provide vendors reasonable and

9 equitable opportunities to participate in the procurement process; and

10 (2) include procurement methods to meet emergency and extraordinary

11 circumstances.

12 * Sec. 9. AS 3(\.30.850(b)(l5) is amended to rend:

a contract that is a delegation, in whole or in pan, of investment powers held

15

16

17

18 

19
S A#**

1 4 r ^ ^ y  the commissioner of revenue under [AS 14.25.180,] AS 14.40.400, AS 14.42.200, 14.42.210, 

AS 18.56.095, [AS 22.25.048, AS 26.05.228,] AS 37.10.070, 37.10.071, or AS 37.14 [, OR 

AS 39.35.080];

* Sec. 10. AS 36.30.990(1) is amended to read:

- A ” • . (1) "agency"

(A) means a department, institution, board, commission, division,

20 authority, public corporation, the Alaska Pioneers’ Home, or other administrative unit of

21 the executive branch of state government;

22 (B) does not include

23 (i) the University of Alaska;

24 (ii) the Alaska State Housing Authority;

25 (iii) the Alaska Railroad Corporation;

26 (iv) the Alaska Housing Finance Corporation;

27 (v) a regional Native housing authority created under AS 18.55.996

28 [,] or a regional electrical authority created under AS 18.57.020;

29 (vi) the Alaska Aerospace Development Corporation;

30 (vii) the Alaska State Pension Investment Board;

31 * Sec. 11. AS 37.05.146 is amended to read:

V' 0J-
^  6°’

' 6 * * 6
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1 Sec. 37.05.146. DEFINITION OF PROGRAM RECEIPTS. In AS 37.05.142 - 37.05.146

^  2 and AS 37.07.080i "program receipts" means fees, charges, income earned on assets, and other

3 state money received by a state agency in connection with the performance of its functions; all

4 program receipts except the following are general fund program receipts:

5 (1) federal receipts;

6 (2) University of Alaska receipts (AS 14.40.491);

7 (3) individual, foundation, or corporation gifts, grants, or bequests that by their

8 terms are restricted to a specific purpose;

9 (4) receipts of the following funds:

10 (A) highway working capital fund (AS 44.68.210);

11 (B) correctional industries fund (AS 33.32.020);

12 (C) loan funds;

13 (D) international airport revenue fund (AS 37.15.430);

14 (E) funds managed by the Alaska State Housing Authority (AS 18.55.020),

15 the Alaska Housing Finance Corporation (AS 18.56.020), the Alaska Railroad Corporation

16 (AS 42.40.010), the Municipal Bond Bank Authority (AS 44.85.020), the Alaska

17 Aerospace Development Corporation (AS 14.40.821), or the Alaska Industrial

18 Development and Export Authority (AS 44.88.020);

19 (F) fish and game fund (AS 16.05.100);

20 (G) school fund (AS 43.50.140);

21 (H) training and building fund (AS 23.20.130);

22 (I) retirement funds (AS 14.25, AS 72.25, AS 26.05.222, AS 39.35, and

23 former AS 39.37);

24 (J) permanent fund (an. IX, sec. 15, Alaska Constitution);

25 (K) public school fund (AS 37.14.110);

26 (L) second injury fund (AS 23.30.040);

27 (M) fishermen’s fund (AS 23.35.060);

28 (N) FICA administration fund (AS 39.30.050)j.

29 (O) receipts of the employee IrendiLs program established under AS 3930.150 -

30 39.30.180;

31 (P) receipts of the deferred compensation program established tinder

v  ^ V o R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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* Sec. 12. AS 37.10.071 is amended to read:
b Sec. 37.10.071. INVESTMENT POWERS AND DUTIES, (a) In making investments

under this section, the fiduciary of a state fund [COMMISSIONER OF REVENUE] shall

(1) act as official custodian of cash and investments by securing adequate and safe

\PV' custodial facilities for them;

‘S ' V f -  v r >

o
\ iy '  ■ \(p 

£ t> 9> «> investments;

(2) receive all items of cash and investments;

(3) collect and deposit the principal of and income from owned or acquired

o* '12

13

14

15

16

17

18

19

20 

21 

n
23

24

25

26

27

28

29

30

31

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

(5) receive and spend appropriations to cover the cost of the exercise of duties 

under this section;

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

(7) perform all acts, not prohibited by this section, whether or not expressly 

authorized, that the fiduciary [COMMISSIONER] considers necessary or proper in administering 

the assets;

(8) maintain accounting records in accordance with generally accepted 

[INVESTMENT] accounting principles;

(9) engage an independent certified public accountant to conduct an annual audit 

of the financial condition and investment transactions;

(10) enter into and enforce contracts or agreements considered necessary, 

convenient, or desirable for the investment purposes of this section; and

(11) when choosing to acquire or dispose of investments, secure competitive 

national or international market rates or prices, or the equivalence of those rates or prices in the 

judgment of the fiduciary [COMMISSIONER].

(b) Under this section, the fiduciary of a state fund or the fiduciary's 

[COMMISSIONER OR THE COMMISSIONER’S] designee may

(1) delegate investment, custodial, or depository authority on a discretionary or 

nor liscretionary basis to officers or employees of the state or to independent firms, banks, 

financial institutions, or trust companies [,] by designation through appointments, contracts, or 

letters of [OR] authority;

,V«v
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&

(2) acquire or dispose of investments either directly, indirectly, or through 

investment pools or trusts, by competitive or negotiated agreements, contracts, or auctions, in 

public or private markets;
(3) concentrate or diversify investments as the fiduciary [COMMISSIONER] 

considers appropriate to increase the probable total rate of return or to decrease the overall 

exposure to potentially adverse market value risks;

(4) protect the market value or the rate of return of the investments by entering 

into forward agreements to buy or sell assets at a future date as a hedge against existing held 

assets or as a precommitment of future cash flows;

(5) lend assets, under an agreement and for a fee, against deposited collateral of 

equivalent market value;

(6) borrow assets on a short-term basis, under an agreement and for a fee, against 

the deposit of collateral consisting of other assets in order to accommodate temporary cash or 

investment needs;

(7) hold investments in bearer or registered form in the name of the state, a fund, 

or nominees authorized by the fiduciary [COMMISSIONER];

(8) utilize consultants, advisors, custodians, investment services, and legal counsel 

for assistance in investment matters on either a continuing or a limited-term basis and with or 

without compensation;

(9) declare records to be confidential and exempt from AS 09.25.110 and

09.25.120 if the records contain information that discloses the particulars of the business or the 

affairs of a private enterprise, investor, borrower, advisor, consultant, counsel, or manager.

(c) In exercising investment, custodial, or depository powers or duties under this section, 

the fiduciary of a state fund [COMMISSIONER] shall exercise the judgment and care under 

the circumstances then prevailing that an institutional investor of ordinary professional prudence, 

discretion, and intelligence exercises in managing large investments with consideration for the 

purpose of the fund, the investment objectives, the continuing disposition of the fund’s 

investments, and the probable safety of the capital as well as the probable investment returns. 

With respect to the Alaska State Pension Investment Board, the fiduciaries of the hoard 

shall apply the prudent investor rule and exercise their fiduciary dutv in the sole financial 

best interest of the funds entrusted to them and of the beneficiaries of those funds. The

CSSB 329(STA)
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1 trustees mav not make or authorize investment decisions or voting of shares for a purpose

2 other than the sole financial best interest of the funds or beneficiaries.

3 (d) In exercising investment, custodial, or depository powers or duties under this section,

•O the fiduciary or the fiduciary’s [COMMISSIONER OR A] designee [OF THE

5 COMMISSIONER] is liable for a breach of a duty that is assigned or delegated under this

6 section, or under AS 14.25.180, AS 14.40.400(b), AS 37.10.070, AS 37.14.110(c), 37.14.160,

7 37.14.170, or AS 39.35.080. However, the fiduciary or the [COMMISSIONER OR THE

8 COMMISSIONER’S] designee is not liable for a breach of a duty that has been delegated to

9 another person if the delegation is prudent under the applicable standard of prudence set out in

10 statute or if the duty is assigned by law to another person, except to the extent that the fiduciary

11 [COMMISSIONER] or designee

12 (1) knowingly participates [PARTICIPATE] in, or knowingly undertakes to

13 conceal, an act or omission of another person [,] knowing that the act or omission is a breach of

14 that person’s duties under this chapter;

15 (2) by failure to comply with this section in the idministration of specific

16 responsibilities, enables another person to commit a breach of duty; or

17 (3) has knowledge of a breach of duty by another person, unless the fiduciary

18 [COMMISSIONER] or designee makes reasonable efforts under the circumstances to remedy the

19 breach.

20 (e) The state shall defend and indemnify the fiduciary [COMMISSIONER] or an officer

or employee of the state against liability under (d) of this section to the extent that the alleged

22 act or omission was performed in good faith and was prudent under the applicable standard of

23 prudence.

24 (f) In this section, "fiduciary of a state fund" or "fiduciary11 ["COMMISSIONER OF

25 REVENUE" OR "COMMISSIONER"] means

26 (1) the commissioner of revenue for investments under [AS 14.25.180 OR]

27 AS 37.10.070; [OR]

28 (2) with respect to the Alaska Slate Pension Investment Board, for

29 investments under AS 14.25.180,

30 . f j  (A) each trustee who serves on the hoard of trustees; and

31 O ^ 'v ; \0*r (B) anv other person who exercises control or authority with respect

& * * *
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1 to management or disposition of assets for which the board is responsible or who

2 gives investment advice to the board: or

3 {3} the person or body provided by law to manage the investments [,] for

4 investments not subject to AS 14.25.180 or AS 37.10.070.

5 * Sec. 13. AS 37.14.160 is amended to read:
V

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

«•- l - t r *  Sec. 37.14.160. DUTIES OFTHE COMMISSIONER OF REVENUE. The commissioner

> f £ ,

h -  XV  -  ^    ,  ,  - .-

\ ^Powers ^  duties established for the Alaska State Pension Investment Board in

of revenue is the treasurer of the trust fund created in AS 37.14.110 and shall 

8 S** .W (1) in carrying out investment duties under this section, exercise the same

lO a ,^  AS 14.25.180(c);

(2) deposit the principal and income from investments in separate principal and

12  income accounts for the fund;

13 (3) invest and maintain accounting records that distinguish between the principal

14 and income of the fund;

15 (4) provide reports to the board established under AS 37.14.120 on the condition

16 and investment performance of the fund.

17 * Sec. 14. AS 39.30 is amended by adding a new section to read:

18 Sec‘ 39-30-175- INVESTMENT OF BENEFIT PROGRAM RECEIPTS, (a) The Alaska 

State Pension Investment Board is the fiduciary of the mandatory receipts, under

2 0 ^ 0 ^ .3 AS 39.30.150(a), of the employee benefits program established under AS 39.30.150 - 39.30.180

21 and has the same powers and duties concerning the management and investment in regard to

22 those receipts as are provided under AS 14.25.180.

7,3 ^  (b) The board may provide a range of investment options and permit a participant or

M  . i 4 *: %  beneficiary of the program to exercise control over the assets in the individual employee annuity 

account established under AS 39.30.150(a). If the board offers investment options, and if a 

participant or beneficiary exercises control over the assets in the individual employee annuity 

account,

(1) the'participant or beneficiary is not considered a fiduciary for any reason on

^ \< i£29 the basis of exercising that control; and

30 (2) a person who is otherwise a fiduciary is not liable under this section for any

31 >  loss, or by reason of any breach, that results from the individual’s exercise of control.

&  c f 6 l &
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(c) If the board is considering entering into a contract or modifying an existing contract 

concerning the management or investment of the mandatory receipts of the supplemental

Jr^u employee benefits program, the board shall consult with the commissioner of administration 

before making a decision on the issue.

(d) The board shall develop a contingency plan that addresses the board’s response to 

possible future investment problems.

Jc,*  (e) In this section, "board" means the Alaska State Pension Investment Board.

^ {0^  g * See. 15. AS 39.35.020 is amended to read:

9 Sec. 39.35.020. ADMINISTRATION. The commissioner of administration is responsible

10 for the administration of the system and for carrying out this chapter. In addition* the

commissioner shall

12 (1) maintain the accounts of the system;

13 make payments for the various purposes specified;

14 fefh  V . K >  (3) submit periodic repons or statements of account that are needed;

15 v  (4) issue a statement of account to an employee requesting it showing the amount

1 6 ^ °  of the employee’s contributions to the system;

17 (5) as soon as possible after the close of each fiscal year, and not later than six

18 months after the close of each fiscal year, send to the governor, the legislature, and the board an

19 annual statement on the operations of the system containing

20 (A) a balance sheet;

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

22 (C) a repon on an actuarial valuation of its assets and liabilities;

23 (D) a summary of assets held in the pension fund listed by the categories

24 of investment, as provided by the Alaska State Pension Investment Board

25 [COMMISSIONER OF REVENUE];

26 (E) other statistical financial data that are necessary for a proper

 ̂ 27 understanding of the financial condition of the system and the result of its operations;

28 (6) establish a public employees retirement trust fund in which the assets of the

0  ̂ 29 system shall be deposited and held;

30 (7) engage an independent certified public accountant to conduct an annual audit

31 of the system’s accounts and the annual report of the system’s financial condition and activity;



1 (8) report to the board concerning the condition and administration of the system

2 and distribute the repon to the members of the system.

3 * Sec. 16. AS 39.35.040 is amended by adding a new paragraph to read:

4 regulati°ns f°r election of trustees to the Alaska State Pension

A Investment Board and for removal from the investment board of trustees elected from the system.

^ * Sec. 17. AS 39.35.080 is amended to read:CP**
7 Sec“ 3935-080- DUTIES 0F TOE ALASKA STATE PENSION INVESTMENT
8 BOARD [COMMISSIONER OF REVENTJEj. The Alaska State Pension Investment Board 

\  tC0MMISSI0NER 0F AVENUE] is the [TREASURER OF THE SYSTEM AND THE]

fiduciary of the fund. The board [COMMISSIONER] has the same powers and duties 

\P' 11 established under this chapter in regard to the fund as are provided in AS 14.25.035(d) and

12 14.25.180.

13 * Sec. 18. AS 39.35.500 is amended to read:

9 0 ^  Sec. 39.35.500. SAFEGUARD OF EMPLOYEE FUNDS HELD BY THE SYSTEM.

^  q \ Except as provided in AS 29.45.030(a)(1)(D), employee [EMPLOYEE] contributions and other 

amounts held in the system are exempt from Alaska state and local taxes. Amounts held on 

behalf of, or payable to, any employee or other person who is or may become eligible for 

benefits under the system are not subject to anticipation, alienation, sale, transfer, assignment, 

pledge, encumbrance, or charge of any kind, either voluntary or involuntary, before being 

received by the person entitled to the amount under the terms of the system. An attempt to 

anticipate, alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose of a 

right to amounts held under the system is void. However, an employee’s right to receive benefits 

may be assigned under a qualified domestic relations order.

* Sec. 19. AS 39.45.030(a) is repealed and reenacted to read:

(a) The Alaska State Pension Investment Eoard is authorized, subject to contracts with 

-6 .^6>^individual employees, to invest the funds held under a deferred compensation program. The

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

c ^ - o
21
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23

24

s A

T board has the same powers and duties concerning the management and investment in regard to 

those funds as are provided under AS 14.25.180.
0 * %

2 9 ^  * Sec. 20. AS 39.45.030 is amended by adding new subsections to read:

(c) The board may provide a range of investment options and permit a participant or 

0 31 \ beneficiary of the program to exercise control over the assets in the individual’s account. If the
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board offers investment options, and if a participant or beneficiary exercises control over the 

assets in the individual’s account,

(1) the participant or beneficiary is not considered a fiduciary for any reason on 

the basis of exercising that control; and

(2) a person who is otherwise a fiduciary is not liable under this section for any 

less, or by reason of any breach, that results from the individual’s exercise of control.

(d) If the board is considering entering into a contract or modifying an existing contract 

concerning the management or investment of funds of the deferred compensation program, the 

board shall consult with the commissioner of administration before making a decision on the 

issue.

(e) The board shall develop a contingency plan that addresses the board’s response to 

possible future investment problems.

(f) In this section, "board" means the Alaska State Pension Investment Board.

* Sec. 21. AS 39.50.200(b) is amended by adding a new paragraph to read:

(54) Alaska State Pension Investment Board (AS 37.10.210).

* Sec. 22. AS 44.25.020 is amended to read:

Sec. 44.25.020. DUTIES OF DEPARTMENT. The Department of Revenue shall
\ 1° ^  enforce the tax laws of the state;

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

all revenues of the state except revenues incidental to a program of licensing and regulation

21 

22

23

24

25

26 

27
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2

earned on by another state department and funds managed and invested bv the Alaska State 

Pension Investment Board;

(3) register cattle brands;

(4) supply necessary clerical and administrative services for the Alcoholic 

Beverage Control Board; [AND]

(5) invest and manage the balance of the power development fund in accordance

wjjh AS 44.83.386i

28  ̂ (6) in accordance with the policies established bv the board of trustees of (lie
o jtt* --------------------- ----------------------------------------

Alast<a ^tate Fens*on Investment Board, collect, account for, have custody of, invest, and

\0  ^  3QP^\^5' manage the state funds for which the hoard is responsible.

31^ * Sec. 23. AS 44.25 is amended by adding a new section to read:

p
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Sec. 44.25.028. CONFLICT OF INTEREST FOR ALASKA STATE PENSION 

INVESTMENT BOARD, (a) The commissioner of revenue may designate employees of the 

department who are subject to the provisions of AS 39.50 because of their responsibility for 

participating in the management or investment of the funds for which the Alaska State Pension 

Investment Board is responsible.

(b) If an officer or employee of the department with responsibility for funds for which 

the Alaska State Pension Investment Board is responsible acquires, owns, or controls an interest, 

direct or indirect, in an entity or project in which assets under the control of the board are 

invested, the officer or employee shall immediately disclose the interest to the board. The

W O R K  D R A F T  W O R K  D R A F T  W O R K  D P A F T
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i t
0

J ^t^-^T next following the disclosure. The commissioner shall adopt regulations to restrict officers and

disclosure is a matter of public record and shall be included in the minutes of the board meeting

U-C- C. r̂ AAjZ.

employees of the department from having a substantial interest in an entity or project in which 

13 assets under the control of the board are invested.

(c) Failure to comply with the requirements of this section or regulations enacted under 

it is grounds for termination of employment. . , \

16 * Sec. 24. AS 39.45.030(b) is repealed. ^  ^  fy A e .r r tc )  Co m &  .
17 * Sec. 25. TRANSITION. All litigation, hearings, investigations, and other proceedings pending

18 under a law amended or repealed by this Act, or in connection with functions transferred by this Act,

19 continue in effect and may be continued and completed notwithstanding a transfer, amendment, or repeal

20 provided for in this Act. Orders and regulations issued or adopted under authority of a law amended 

or repealed by this Act remain in effect for the issued, or until revoked, vacated or otherwise
o

22 modified under the provisions of this Act. All contracts, rights, liabilities, and obligations created by 

Cj 23 or under a law amended or repealed by this Act, and in effect on the effective date set out in sec. 30 of 

. ^  24 this Act, remain in effect notwithstanding this Act’s taking effect. Records, equipment, and other 

P" 25 property of agencies of the state whose functions are transferred under this Act shall be transferred

26 commensurate with the provisions of this Act.

27 * Sec. 26. ORGANIZATION OF TRUSTEES, (a) Notwithstanding AS 37.10.210(c), enacted by 

8̂ vsp. 1 of this Act, the initial terms of the members, other than the commissioner of revenue, of the board

o r ^ 29 of trustees of the Alaska State Pension Investment Board shall be as follows:

30 (1) one member elected from the public employees’ retirement system and one appointed

31 member shall serve terms of four years;

CSSB 329(STA)
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1 (2) one member elected from the teachers’ retirement system and one appointed member

2 shall serve terms of three years;

3 (3) one member elected from the public employees’ retirement system and one appointed

4 member shall serve terms of two years;

5 (4) one member elected from the teachers’ retirement system shall serve a one-year term.

6 (b) The board of trustees of the Alaska State Pension Investment Board may hold organizational

7 meetings as soon as a quorum of the board has been appointed to or selected for the board.

8 * Sec. 27. AS 37.10.210 and 37.10.230 - 37.10.390, enacted by sec. 1 of this Act, and sec. 26 of this

9 Act take effect July 1, 1992. CJoKj ^ 2- 4 bcxxd Or^cjo\-z<x^\O^J
10 * Sec. 28. Except as provided in sec. 27 of this Act, this Act takes effect on the earlier of July 1,

11 1993, or the date established by resolution of the board of trustees of the Alaska State Pension

12 Investment Board for the transfer to it of securities and assets of all the funds of the retirement systems,

13 as defined in AS 37.10.390, enacted by sec. 1 of this Act, and the receipts of the employee benefits

14 program established under AS 39.30.150 - 39.50.180 and of the deferred compensation programs under

15 AS 39.45. The board shall promptly provide the revisor of statutes and the lieutenant governor with a

16 copy of this resolution.
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 _____________  .._ , •’ Last week Pourchot introduced a '̂, and still gives the governor a say in
i';".The Hickel administration and anVj-,new bill, this time backed by the ad-:..Investmentdecisions.
Anchorage senator have resolved a ;}; ministration, that : would set up a >!\ !"We believe it accomplishes the 

'feud left over from last year about#:board to manage.the assets of the 'f, objectives most people wanted to ac- 
how best to manage more than $5 b il-ft public employees, teachers, judicial complish in the first place,'V1 linn In ni.LIln. ■ firwl tnllllfirif i * n i l n n l  n • • n # n ’ * * *

Pourchot pushed n b ill through t he: ’ In. the. new .b ill, the govemor.il board,"; he said. "The governor 
Legislature last year to set up an in- > would appoint half of the eignt-mem- •' would have the other 50 percent." 
dependent corporation to manage the-j^ber board. Also, the board would be a ; The board \vouId be composed of 
retirement funds. Gov, 'Walter J.;.^state agency rather than a public7 ' two members elected by the public 
Hickel, whose administration object* j j  corporation. .. (V.ivemployees system, two elected by
ed to the bill nearly every chance i t #  ‘-i It’s a !f: subtle difference/’ f t th e  teachers system, three trustees
got, vetoed it last summer saying it Pourchot said. "I think it meant’ f̂ appointed by ;the governor and the
was too costly: ?.'d '-.?f-v -& r- more to the adm inistration."  -^ ' commissioner of Revenue -  a mem-
< Instead, the administration’ p ro -# ' Darrel Rexwinkel, acting com -. . ber of the governor's cabinet, 

posed regulations that would create ij missioner at the state Department of y  Pourchot’s bill from last year 
an-,advisory council to handle the'$ 'Revenue» Bflid Pburchot’s bill accom- would have established a separate

WiWHR, T •«$* , y ., ,■ , V
j J.' " . . I ' . ' '  ;• • J "  * (I ' i -  •v?

”  * t 1 -c •' .;: I • » .
corporation -  sim ilar to the Alaska 
Permanent Fund Corp. -  to invest 
the pension funds. It would have in-; 
eluded a nine-member board of trus- • 
tees: four representatives of the re -; 
tirement systems, the state Revenue ' 
and Administration department com­
missioners, two employer represen­
tatives and a member of a profes­
sional investment council that ad­
vised the board.

Before vetoing the measure in 
June, administration officials pro­
posed new regulations that they said 
would perform just as well as the

money.
SBS has millions at risk in a failed 

Los Angeles-based insurance compa­
ny that was taken over last year by 
California regulators. The realiza­
tion that the state's investments 
could go sour prompted legislators to 
look for a better money management 
system rather than relying solely on 
state employees and consultants for 
advice. • ■

In anticipation of a legislative an­
swer this year, the administration 
has put the regulations on hold, 
Rexwinkel and Pourchot said, 

corporation. The regulations, howev- "They have suspended them in-
er, would not have covered the Sup-. definitely," Pourchot said, 
plemental Benefits System, where Lawmakers return to Juneau on
the push started for new manage- Jan. 13. 
ment of public employee retirement * .

n>



M A N A G E M E N T  O F  A L A S K A  S T A T E  P E N S I O N  F U N D S

P O S I T I O N  P A P E R  

' 1992

A A R P  P O S I T I O N

The Alaska State Legislative Committee of the American Association of Retired Persons 
advocates creation of an independent investment corporation to manage the state 
pension funds and ensure the state’s prudent and faithful discharge of its investment 
responsibilities as the fiduciary of various trust funds.

This public corporation would carry out the state’s responsibilities to facilitate the 
prudent maximization of trust fund earnings by providing broader and more flexible 
management powers.

Size of the Corporation Board of Trustees should be small (7 to 9 members, yet 
operationally efficient and financially prudent Representation on the Board should 
include TRS and PERS members (active and retired), employers, the public, and the 
Commissioner of Revenue.

Provision should be made for an Investment Advisory Council to make recommendations 
to the Board on investment strategies and procedures. The present TRS and PERS 
Boards should be retained.

Benefit management should remain in the Department of Administration.

PROBLEM

M any Alaskans are contributors to various State Retirem ent Systems w ith  the expectation that the funds 
w ill be carefully protected and prudently invested to ensure the ava ilab ility  o f  benefits to the eligible 
beneficiary upon retirement.

The State o f A laska has the responsibility for the management o f  investments for the trust funds 
(approximately S5 b illio n ) o f  the Public Employees’ Retirem ent System (PE R S ), Teachers’ Retirement 
System (TRS), Jud ic ia l Retirem ent System, M ilita ry  Retirem ent System and Elected Public Officers’ 
Retirement System.

By law, the Com m issioner o f Revenue is the sole fiduciary fo r the investment o f the funds. (The Teachers’ 
Retirement Board and Pub lic  Employees’ Retirement Board have no direct ro le in the investment o f the 
funds, although the boards are responsible for adm inistering retirem ent benefits.) The Commissioner is a 
po litica l appointee, subject to change every four years, which is d isruptive to the continuity o f the 
investment program. Since the Commissioner o f Revenue has numerous responsibilities, there are 
lim itations on the time that he/she can devote to the management o f  the funds.



E x c e r p t  f r o m  t h e  A l a s k a  M u n i c i p a l  L e a g u e  P o l i c y  S t a t e m e n t  
S e e  E, 2

1992 Policy Statement 11 Taxation and Finance

merit’s  ability to tax oil and gas property within its jurisdiction. Any state initiative 
to impose a more restrictive interpretation should be rejected.

In 1988 the Senate Select Committee on Oil and Gas Taxation, chaired by former
Department of Community and Regional Affairs Commissioner Lee McAnerney, was 
appointed to review the method by which the state interpreted and applied local taxing 
limitations on oil and gas property. After thoroughly researching this issue and 
conducting a series of public hearings, the committee recommended in its 1989 report 
that the present state interpretations of how local government limitations on oil and gas 
property are applied should continue.

9. Tax Increment Financing: The League urges the legislature to amend
tax increment financing statutes to enable second class boroughs to sell revenue 
bonds for financing of public-owned infrastructure necessary for coal development.

E. PUBLIC EMPLOYEES’ RETIREMENT

1. Increases in Benefits: The League urges that any legislation that 
increases the cost of the Public Employees’ Retirement System or the Teachers’ 
Retirement System due to increased benefits require the cost to be borne by 
contributions from the employees. The League urges the legislature to require fiscal 
notes to address the impact on each participating municipal employer if any 
amendments are made to the Public Employees’ Retirement System or the Teachers’ 
Retirement System.

Because municipal employees, including teachers, are members of the Public Employees’ 
Retirement System or the Teachers’ Retirement System, municipalities are affected by 
changes made by the legislature to either retirement program. Many times proposals are 
made to change a retirement system without focusing on the increased cost to 
municipalities that such changes will cause. Because the municipality has no control over 
the retirement system and any increase in retirement benefits will decrease funds available 
for other municipal services, any increase in retirement system costs resulting from 
legislative action should be borne by the employees who will benefit from the increased 
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. PERS/TRS Investment Board: The League supports the establishment 
of an investment board for the management and investment of state pension trust 
funds, including the trust funds of the Public Employees’ Retirement System (PERS) 
and the Teachers’ Retirement System (TRS), insofar as the investment board 
includes representatives of trust beneficiaries and employers.
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Alaskan municipalities make over half of all employer contributions to the PERS and 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 an investment board would give visibility to and strengthen the trust status of 
pension trust funds. It would increase accountability, continuity, and public disclosure for 
the investment management of the funds by establishing a board as fiduciary, 
incorporating professional investment managers and trust administrators, as well as 
representatives of beneficiaries, on the investment board, and providing for the exercise 
of fiduciary powers through the forum of regularly scheduled public meetings rather than 
administrative actions. A board would give management the authority to act in a timely 
manner and compete fully with other professional institutional investors.

F. FISCAL NOTES/GOVERNMENT MANDATES

1. Fiscal Notes: The League supports enactment of legislation requiring 
affected state agencies to prepare, in consultation with the affected local 
governments, notes assessin g  the fiscal Impact on local government of any 
proposed bill or regulation, including pass-through grants.

Numerous bills are introduced each year that would have an impact on the cost of the 
operation of the local governments. However, it appears that no analysis and little 
thought are given .to the actual impact such legislation would have on affected 
municipalities. In order to assist the municipalities and the legislature in making informed 
decisions about such legislation, fiscal notes assessing the fiscal impact on local 
government of such bills are necessary.

2. Reimbursement for Responsibilities Transferred from State: The 
League urges passage of legislation that would require a government agency  
unilaterally transferring responsibility for a program to a municipality or imposing 
regulations on a municipality to reimburse the municipality for the costs of the 
transferred responsibility or regulations.

Proposals are occasionally made to require municipalities to undertake programs or 
activities for which there is either inadequate or no reimbursement. 'Proposals that shift 
the burden of such programs to municipalities should provide adequate reimbursement 
to the municipalities for the administration of such programs. No state or federal 
regulation that imposes a cost upon local governments should be enacted without 
reimbursement for that cost.
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SENATOR POURCHOT OPTS FOR NEW FUND-MANAGEMENT BILL

At CARTA meetings this fall, the governor’s veto of 
SB18 and possible future actions have been hot topics.
It was agreed, however, that CARTA would follow the 
lead of Senator Pat Pourchot in working out a solution 
to the problem of how to manage the state's growing 
public employee and teacher retirement systems’ 
funds. Senator Pourchot has worked diligently on the 
problem all summer with the Department of Revenue 
and has come up with a plan.

Correspondence from him dated 
December 6 read3 as follows:

"Enclosed you will find a DRAFT of 
a bill I have developed, in cooperation 
with the Department of Revenue.
This legislation will replace the Com­
missioner of Revenue as the sole 
fiduciary of the Retirement, SBS and
Deferred Compensation funds with a _____
representative Board of Trustees. The Board will be 
composed of four trustees elected by the PERS and 
TRS membership and four trustees appointed by the 
Governor.

’’This proposed legislation does not establish a 
separate corporation. The separate corporation 
concept was the primary objection of the Department 
of Revenue to my previous bill, SB 18, which was 
vetoed. 1 he new bill clearly establishes a strong Board 
of Trustees and 3ets out requirements for the Depart­
ment to manage the funds in accordance with the 
Board policies.

"Many aspects of the previous bill have been

YOUR EDITOR APOLOGIZES
In the September issue of the news­
letter, I misstated the dues for 
ASRTA. Their annual dues are 
$7.50 per year. A corrected dues 
statement is on page 3. I hope this 
has not caused anyone too much 
inconvenience. I'm sorry!

retained including: establishment of an Advisory 
Council, reporting requirements, investment training of 
the trustees, mandated audits and external perfor­
mance evaluations, and directed coordination with the 
Department of Administration. . . .**

Senator Pourchot’s letter continued by inviting our 
comments and suggesting we call him or his aide, 
Susan Barnett, at his Juneau office.

This bill is now available in WORKING DRAFT form 
but is as yet unnumbered. Interested 
CARTA members can contact 
CARTA officers, legislative commit­
tee members or newsletter editor for 
a copy.

PLAN A MARCH TRIP TO 
FAIRBANKS FOR ASRTA

As noted in the September issue of 
this newsletter, the 1992 annual 

meeting of th Alaska State Retired Teachers Associa­
tion will be held in Fairbanks, Saturday, March 21. 
President Lois Meier and A ARP RTA coordinator Liz 
Lucas are promising a great program. Retired 
teachers from all parts of the state need to support this 
valuable organization. Mark your calendars!

CARTA MEETING SCHEDULE FOR 1992
January 11 April 11
Februai y 8 May 9
March W
Come end bring a new or almost retiree!
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P E N S I O N  F U N D  M A N A G E M E N T

Senate Bill 18, which established the Alaska State Pension 
Corporation, passed both bodies in 1991 and was vetoed by the 
Governor. SB 329 was drafted in cooperation with the Department of 
Revenue and the Department of Administration and incorporates many 
of the concepts that were included in SB 18. The major differences 
between the two b i l l s  are l is ted  below.-

SB 329 ESTABLISHES A BOARD OF TRUSTEES WHICH DIRECTS THE DEPARTMENT 
OF REVENUE IN THE MANAGEMENT AND INVESTMENT OF PENSION FUNDS.

SB 329 does not establish a separate corporation, as was 
proposed in SB 18. Elimination of the corporate concept altered 
language in several areas of the b i l l .  SB 329 does not contain any 
provisions for an executive director, corporate exempt employees, 
banking examination, or holding of assets. SB 329 does contain a 
new provision that allows the Commissioner of Revenue to designate 
employees who are subject to conflict of in te res t  and whose fa ilure  
to comply would be grounds for termination.

SB 329 ADDS DEFERRED COMPENSATION FUNDS TO THE PREVIOUS SB 18 LIST 
OF FUNDS.

The Board of Trustees in SB 329 will manage the funds of the 
following systems: PERS, TRS, Judicial,  Military, SBS and Deferred 
Compensation. Provisions have been added that require the Board to 
consult with the Department of Administration prior to making any 
changes to e i ther the SBS or the Deferred Compensation programs. 
The Board is  also required to develop contingency plans for 
potential carr ie r  investment problems for both SBS and Deferred 
Compensation.

SB 329 ALTERS CURRENT SBS AND DEFERRED COMPENSATION STATUTES BY 
CONVEYING FIDUCIARY POWERS TO THE BOARD AND ALLOWING FOR, BUT NOT 
REQUIRING, PARTICIPANT DIRECTED INVESTMENT PROGRAMS.

The current statutory Deferred Compensation "laundry l i s t "  
of authorized investments has been deleted to allow the Board to 
set the investment strategy. The language is the same as that 
proposed for the SBS funds. Both provisions allow for a participant 
directed plan and i f  chosen, c la r i f ie s  the l i a b i l i t y  limits of the 
fiduciary for losses due to the individual 's  exercise of control.



BOARD COMPOSITION:
SB 329 establishes an eight member Board, four elected and,/'-'' 

four appointed. The elected members are 1 PERS/SBS, 1 PERS, 2 TRS.
The PERS and TRS Boards are empowered to set regulations concerning 
election and removal of the PERS/TRS board members. The Governor 
appointed members are: Commissioner of Revenue and three members 
who have investment experience, with at  least one of these 
representing a non-state employer. The Governor may remove the 
appointed members for cause. The nine member board composition in 
SB 18 was more exacting in e l ig ib i l i ty  for both elected and 
appointed members and contained specific reasons for removal.

BOARD REQUIREMENTS:
In addition to the duties and responsib il i t ies  l is ted  in SB 

18, SB 329 requires that the Board shall:
1. Develop and present a budget to DOR, 0MB and the Legislature
2. Review every two years, the actuarial earnings assumption for 
each fund and report to the appropriate boards and agencies
3. Adopt procurement regulations that include public notice 
requirements and emergency procedures
4. Select and monitor external investment managers
5. Meet annually with the PERS and TRS board and the Department of
Administration to review benefit administration of each system.
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FISCAL NOTE 
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1992 L E G I S L A T I V E  S E S S IO N  ' j  ..
Revision Date: ___________________________  Department Affected: Revenue

Title: Alaska State Pension Investment Board.   B R U : Operations____________

?-*’

B I L L  NO. SB - 32?

Component: Treasury Management

Sponsor: Senator Pourchot

Requestor: Senator Pourchot

Expenditures/Revenues: (Thousands o f Dollars)

Component Serial No.

0 1 2 1

O P E R A T IN G F Y  93 F Y  94 F Y  95 F Y  96 F Y  97 F Y  98

PE R SO N A L  S ER V IC ES 50.0 52.0 54.1 56.2 58.5 60.8

T R A V E L 99.0 80.6 83.8 87.3 90.8 94.4

C O N T R A C T U A L 9.6 10.0 10.4 10.8 11.2 11.7

SUPPLIES 3.3 2.6 2.7 2.8 2.9 3.0

EQ U IPM EN T 15.0 1.0 1.0 1.0 1.0 1.0

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

G RAN TS. C L A IM S

M IS C E LLA N E O U S

T O T A L  O P E R A T IN G 176.9 146.2 152.0 '  158.1 164.4 170.9

P IT A L

R E V E N U E

Estimate o f current year impact: None

Prepared by: Brian C. Andrew: 

Division: Treasury’

Approved by Commissioner:

/  ;y: Revenue

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

Rev 12/91 Page of___
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teqory Per Member Per Meeting FY 93 FY 94 FY 95 FY 96 FY 97 FY 90

$500 $500 $4,000 $24,000 $16,640 $17,306 $17,990 $18,718 $19,466
150 450 3,600 21,600 14,976 15,575 16.190 16,846 17,520
150 450 3, 150 18,900 13,104 13,620 14,173 14,740 15,330
50 50 400 2,400 1,664 1,731 1,800 1.072 1,947

050 1,450 11,150 66*900 46,304 40,239 50,169 52,176 54,263

1,500 1,500 12,000 10,000 18,720 19,469 20,248 21,057 21,900
175 788 6,300 9,450 9,820 10,221 10,630 11,055 11,497
150 675 4,725 7,088 7,371 7,666 7,972 8,291 0,623
75 75 600 900 936 973 1,012 1,053 1,095

800 000 6,400 9,600 9,984 10.383 10,799 11,231 11,680

2,700 3,830 30,025 45,038 46,039 40,713 50,661 52,600 54,795

Salary
50,000 50.000

15.000

65.000 

176,938

50.000 
99,030
9,600
3,300
15.000

52.000 
1,000

53.000 

H 6 , 223

52,000 
B0,639 
9,904 
2,600 
1,000

54.000 
1,000

55.000 

152,032

54,000
03,065
10,303
2,704
1.000

56.243 
1,000

57.243 

158,073

56,243
07,219
10,799
2,012
1,000

58,493 . 60,033
1,000 1,000

59,493

164,356

58,493
90,700
11,231
2,925
1,000

61,033

170,890

60,033
94,336
11,680
3,042
1,000

$176,930 $146,223 $152,032 $150,073 *164,356 $170,890 

1 1 1 1 1 1
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CS FOR SENATE BILL NO. 329 (STATE AFFAIRS)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION 

B Y  T H E  S T A T E  A FFA IR S  C O M M IT T E E

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

Offered:
Referred:

Fb/tds 4»

PS£S
r n s

Sponsors): SENATORS POURCHOT, Sturgulewski, Duncan, Collins, Pearce
3 6  S  7  
Va-berrio CafaCi.

A BILL 1

FOR AN ACT ENTITLED

1 "An Act establishing the Alaska State Pension Investment Board; relating to management

2 and investment of state pension funds, receipts of the supplemental employee benefits

3 program, receipts of the deferred compensation program, and other state funds; and

4 providing for an effective date."

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
/  Poblte. FImJs

6 * Section 1. AS 37.10 is amended by adding new sections to read:

7 l ARTICLE 5. ALASKA STATE PENSION INVESTMENT BOARD.

8 i  x* Sec. 37.10.210. ALASKA STATE PENSION INVESTMENT BOARD, (a) There is

9 established the Alaska State Pension Investment Board in the Department of Revenue. The

purpose of the board is to provide prudent and productive management and investment of state

11 pension funds and of other state funds upon agreement with the commissioner of the department

12 or the fiduciary responsible for the fund.

13 <2 The board consists of eight trustees. Two of the trustees shall be elected by the

14 O ^c^nem bers of the public employees’ retirement system from the membership of the system.
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VS>. ̂ ^Nominations may be made by the Public Employees’ Retirement Board or by petition signed by

2 at êast 10 persons eligible to vote in the election. One of the trustees elected from the

3 membership of the public employees’ retirement system must be a participant in the supplemental

4 ^  employee benefits program established under AS 39.30.150 - 39.30.180. Two of the trustees

5 shall be elected by the members of the teachers’ retirement system from the membership of the

^system . Nominations may be made by the Teachers’ Retirement Board or by petition signed by 

at least 10 persons eligible to vote in the election. The governor shall appoint three trustees. At 

S/r\C° jdeast one of the appointed trustees must represent employers, other than the state, who participate
O V ' 19A • Jn one of the retirement systems. The appointed trustees must have business and investment 

r
10 v^c experience. The commissioner of revenue serves as a trustee.

11 c) The appointed and elected trustees shall serve for staggered terms of four years and

12 may be reappointed or reelected to the board.

13 ^  ^  (d) The governor may, by written nonce to the trustee, remove an appointed trustee for

14 ^pV ^cause. The Public Employees’ Retirement Board may, by written notice to the trustee, remove

15 a member elected from the membership of that retirement system for cause. The Teachers’

16 Retirement Board may, by written notice to the trustee, remove a member elected from the

17 ^membership of that retirement system for cause. After a trustee receives written notice of

removal, the trustee may not participate in board business and may not be counted for purposes 

1 9 $ f  of establishing a quorum.

2 ^ 5 ° ^  j .  'e )  A  v a c a n c y  on  the b oa rd  o f  tru stees s h a l l b e  p rom p tly  f i l le d  in  the sam e  m an n e r  as

21 the seat was originally filled. A person filling a vacancy holds office for the balance of the

22 unexpired term of the person’s predecessor. A vacancy on the board does not impair the

23 authority of a quorum of the board to exercise all the powers and perform all the duties of the

24 board.

25 ^  koarc* 01151668 annually elect a chair from among its members.

^lve constitute a quorum for the transaction of business and the exercise of26

27 ' the powers and duties of the board.

28 (h) A trustee may not designate another person to serve on the board in the absence of

29 f0° the trustee.

30 (i) The board shall adopt a policy concerning investment education for trustees.

31 Sec. 37.10.220. POWERS AND DUTIES OF THE BOARD, (a) The board shall

Powers 6o*r<J s k J l  . . . SvUeJt >oa> CcZ) M

C S S B  3 2 9 ( S T A )  -2-
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1 ^  hold regular and special meetings at the call of the chair or of at least four

2 members;

3 i- (2) establish investment policies for the funds for which it is responsible after 
&4̂ pV&' reviewing recommendations from the investment advisory council and the Department of

5 Revenue; *
U  16 a r&  (3) submit long-range and quarterly investment repons to the Legislative Budget

7 and Audit Committee;
r  £>')• W8 % i (4) repon to the governor, the legislature, and employers pardcipating in the

9 retirement systems by the first day of each regular legislative session concerning the investment

10 of funds for which the board is responsible, including financial and investment policies

11 established by the board, and enclose a summary of the most recent performance evaluations of

12 the funds managed by the board;

13 A  (5) contract with external performance evaluators to review the performance of

14 ^lo*-T each fund for which the board is responsible and report each year on the fund’s condition to the

15 board of trustees and to the other appropriate boards;

W O R K  D R A F T  s i w J l :  W 0 R K  D R A F T  W O R K  D R A F T

16 (6) engage independent certified public accountants to perform an annual audit

19

17 s ' of each of the funds for which the board is responsible and to report to the board with the results

18 of the: ajrdit;

n t u V) review the actuarial earnings assumption for each fund for which the board 

20rfp.V̂  is responsible every two years and report its findings and recommendations to the appropriate

21 board or agency;

22 f#'1] (8) after reviewing the recommendations from the Department of Revenue and

23<j©'VJ7pV me advisory council, select and retain the external investment managers and custodians for the 

24 funds managed by the board;
-tjO  wjoAb

»' (9) develop an annual operating budget plan and present it to the Department of

26 Revenue, the office of management and budget, and the legislature.

27 (b) The board may

28 ^ j\" ^  ^  employ outside investment advisors to review investment policies and make

29 recommendations to the board;

30 ^ (2) employ legal counsel;

31 r (3) contract for services necessary to carry out its powers and duties;

5  -3- CSSB 329(STA)
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1

2

3

4

5
•if-

, v >  (4) enter into an agreement with the commissioner of the department or the

Fiduciary responsible for another state fund to assume fiduciary or management responsibilities 

for investing the other state fund;

^  (5) do all acts necessary to carry out the powers expressly granted or necessarily

^  implied in this chapter.

6 ^ ^  (c) The board shall meet annually, either jointly or separately, with the Public

Cn'r o  ^  Employees’ Retirement Board, the Teachers’ Retirement Board, and the Department of
to* i k

Administration to review benefit administration of each of the retirement systems and of the 

\ \  emPlQyee benefits program established under AS 39.30.150 - 39.30.180 and the deferred 

10 compensation program under AS 39.45. The Department of Administration and each retirement

board shall repon to the investment board on benefit administration and other issues for that

12 retirement system or program that may affect the investment and management of the fund.

13 \  (d) The chair of the board shall appoint a trustee to present the board’s position to

14 xegislative committees when the committees are considering the board’s operating budget. The

l'5 board is otherwise subject to AS 37.07.

16 ^  Sec. 37.10.230. CONFLICTS OF INTEREST, (a) Trustees are subject to the provisions

U & x L & o f  AS 39.50.

18 ^ (b) If a trustee acquires, owns, or controls an interest, direct or indirect, in an entity or

19 project in which assets under the control of the board are invested, the trustee shall immediately

20 disclose the interest to the board. The disclosure is a matter of public record and shall be

2Lp\‘>«^t included in the minutes of the board meeting next following the disclosure. The board shall

22 adopt regulations to restrict trustees from having a substantial interest in an entity or project in

* which assets under the control of the board are invested.

^ 2 4  Sec. 37.10.240. REGULATIONS AND OPEN MEETINGS, (a) The board may adopt

25  ̂ ^  regulations to implement AS 37.10.210 - 37.10.390. Regulations adopted by the board are not 

£  itT ^  subject to the Administrative Procedure Act (AS 44.62). The board shall adopt regulations

4 ^A * required by AS 36.30.015(f) relating to procurement. The board shall comply with theProt-urw^t Cade. _  Sc^+igaj 8*
requirements or AS 44.62.310 - 44.62.312.

opw o fafs-TUTfci
(b) Notwithstanding (a) of this section, a regulation adopted under AS 37.10.210 -

37.10.390 shall be published in the Alaska Administrative Register and Alaska Administrative

31 y  Code for informational purposes. A regulation adopted under this section shall conform to the
\v)£> *

29

30

» CSSB 329(STA) -4-
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1 style and format requirements of the drafting manual for administrative regulations that is

2 published under AS 44.62.050.

3 (c) At least 30 days before the adoption, amendment, or repeal of a regulation under this

4 ^y^'^chapter, the board shall provide notice of the action that is being considered. The notice must

5 include publication in one or more newspapers of general circulation in each judicial district of

6 the state^,

(d) A regulation adopted under this chapter takes effect 30 days after adoption by the

8 board unless a later effective date is stated in the regulation.

9 (e) Notwithstanding the other provisions of this section, a regulation may be adopted,

amended, or repealed, effective immediately, as an emergency regulation. For an emergency

11 regulation to be effective the board must find that the immediate adoption, amendment, or repeal

12 of the regulation is necessary. The board shall, within 10 days after adoption of an emergency

13 regulation, give notice of the adoption under (c) of this section. An emergency regulation

14 adopted under this subsection may not remain in effect past the date of the next regular meeting

15 of the board unless the board complies with the procedures set out in this section and adopts the

16 regulation as a permanent regulation.

17 (f) In this section, "regulation" has the meaning given in AS 44.62.640(a).

18 Sec. 37.10.250. COMPENSATION OF TRUSTEES. Trustees, other than trustees who

19 are employees of the state or a political subdivision of the state, receive an honorarium of $150

20 for each day spent at a meeting of the board or at a meeting of a subcommittee of the board or 

2 1 $ \£ ^ 0jNit a public meeting as a representative of the board. Trustees who are state employees are 

22h° entitled to administrative leave for service as a trustee. Trustees who are employees of a political

23 subdivision of the state are entitled to leave benefits provided by their employers comparable to

24 Ty^l those provided to state employees for service as a trustee. Trustees are entitled to per diem and
v

25 tra^d expenses authorized for boards and commissions under AS 39.20.180.

26 Sec. 37.10.260. STAFF, (a) The Department of Revenue shall provide staff for the 
ft£>9-r to

27 board, 
bcP"28 ,  (b) The board may designate a trustee or an officer or employee of the Department of

29 Revenue to be responsible for signing on behalf of the board a deed, contract, or other document

30 that must be executed by or on behalf of the board.

31 Sec. 37.10.270. INVESTMENT ADVISORY COUNCIL, (a) The board shall appoint

P* -5- CSSB 329(STA)
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1 an investment advisory council composed of at least tiiree and not more than five members.

2 v\ Members of the council shall possess experience and expertise in financial investments and 
|d *C o \  V\t" management of investment portfolios for public, corporate, or union pension benefit funds, 

4 foundations, or endowments.

(b) Members of the council serve at the pleasure of die board for staggered terms of three

6 ^ 1  years.

7 Vv"^(c) The board shall establish the compensation of members of the council. Members of

8 Q> ^ e  council are entitled to per diem and travel expenses authorized for boards and commissions

9 under AS 39.20.180.

10 / v \ r r\ ( d )  The council shall
C o ^ Oo^11 (1) review the investments made by the board;

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

12

13

14

(2) make recommendations to the board concerning the board’s investment 

policies, investment strategy, and investment procedures;

(3) advise the board on selection of performance consultants and on the form and

15 . content of annual reports;

(4) provide other advice as requested by the board.
if tv

17 With approval of the board, the council may contract with other state agencies to

18 WUf ?  provide investment advice.

19̂ J>\e Sec. 37.10.280. INSURANCE. The board shall ensure that trusteed assets and its own

20 ^rvmes^are protected. The board may purchase insurance or provide for self-insurance retention

21 . .in amounts recommended by the commissioner of revenue and approved by the board to cover

22 P ^ ^ t h e  acts, including fiduciary acts, errors, and omissions of its board members and agents. Insur-
&  \ \t&~

ance must protect the board and the state from liability to others and from loss of trusteed assets

24 due to the acts or omissions of the trustees.

25 . , ^  Sec. 37.10.290. EXEMPTION FROM TAXATION. Except as provided in
Pit2 6 ' a AS 29.45.030(a) for property acquired through foreclosure or deed in lieu of foreclosure, the 

board and all properties at any time owned by it, managed by it, or held by it in trust, and the 

28 income from those activities, are exempt from all taxes and assessments in the state. All security

291̂ r tV instruments issued by the board and income from them are exempt from all taxes and
r30 assessments in the state, including transfer taxes.

31 . ^ ^ vW'v0̂ ?Sec. 37.10.300. LIMITATIONS. The board may not engage in commercial banking 

B e V *  '
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1 activity or private trust activity. The board may not act as a depository or trustee for a private

2 person, association, or corporation. The board may not act as a lender to a private person,

3 association, or corporation of money from any source except state funds under management by

4 the board.

Sec. 37.10.310. LIABILITY. A liability incurred by the board shall be satisfied

A*)-*' £ o ^ ‘a right of action against the state because of a debt, obligation, or liability of the board
■ it*-

'^exclusively from the trust assets or trust revenue, and a creditor or other person may not have

to' p #  

10
D >
11

12

13

14

15

16 

17

Sec. 37.10.390. DEFINITIONS. In AS 37.10.210 - 37.10.390, unless the context 

otherwise requires,

(1) "board" means the board of trustees of the Alaska State Pension Investment

Board;

(2) "retirement systems" means the teachers’ retirement system, the judicial 

retirement system, the Alaska National Guard and Alaska Naval Militia retirement system, and 

the public employees’ retirement system.

* Sec. 2. AS 14.25.035(d) is amended to read:

(d) The commissioner of administration shall report to the board concerning the condition 

and administration of the system. The reports shall be distributed to the members of the system.■AvtoV

21 * Sec. 3. AS 14.25.035 is amended by adding a new subsection to read

(j) The board shall adopt regulations for the election of trustees to the Alaska State 

Investment Board and for removal from the investment board of trustees elected from

The Alaska State Pension Investment Board rCOMMISSIONER OF REVENUE] shall provide 

reports to the board on the condition and investment performance of the teachers’ retirement trust

fund including a summary of an annual external performance review.
\* r ... _ _  ______________

0/fp- 23 c, \ /^Pension ]
,hesystera-

25 * Sec. 4. AS 14.25.180 is amended to read:

0 *  26 Sec- 14.25.180. MANAGEMENT AND INVESTMENT OF FUND, (a) The Alaska

27 State Pension Investment Board [COMMISSIONER OF REVENUE] is the [TREASURER OF

2% THE SYSTEM AND THE] fiduciary of the fund. In managing the fund, the Alaska State\  O'
p  Pension Investment Board [COMMISSIONER OF REVENUE] shall

(1) consider the status of the fund’s investments and the system’s liabilities on

both a current and a probable future basis;

-7-
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1 (2) determine the appropriate investment objectives for the fund;

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

3 (4) act only in regard to the best financial interests of the system’s plan and

4 beneficiaries.

5 (b) The Alaska State Pension Investment Board [COMMISSIONER OF REVENUE]

6 may invest the fund on the basis of probable total rate of return without regard to die distinction

7 between principal and income or to the generation of income.

8 (c) In carrying out investment duties under this chapter, the Alaska State Pension

9 Investment Board [COMMISSIONER OF REVENUE] has the same powers and duties in regard

10 to the teacher’s retirement trust fund as are provided in AS 37.10.071, except that the standard

11 of prudence that the board [COMMISSIONER] must obey under AS 37.10.071(c) shall be in

12 regard to the management of large trust investments rather than large investments.

13 * Sec. 5. AS 14.25.200(a) is amended to read:

14  (a) Except as provided in AS 29.45.030(a)(1), member [MEMBER] contributions and

lSvniA other amounts held in the system on behalf of a member or other person who is or may become

eligible for benefits under the system are exempt from Alaska state and municipal taxes and are 

tb r  .p̂ not subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or charge
t*wr 18 C° . of any kind, either voluntary or involuntary, before they are received by the person entitled to 

9 *°^ the amount under the terms of the system, and any attempt to anticipate, alienate, sell, transfer,

assign, pledge, encumber, charge, or otherwise dispose of any right to amounts accrued in the 

^  21 * system is void. However, a member’s right to receive benefits may be assigned under a qualified

22 domestic relations order.

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

23 * Sec. 6. AS 22.25.048(c) is amended to read:

^  A,aska S*ate Pension Investment Board [COMMISSIONER OF REVENUE] 

2 5 $ .s ^ fx is the [TREASURER OF THE SYSTEM AND THE] fiduciary of the fund and has the same 

26 1 powers and duties under this section in regard to the judicial retirement trust fund as are provided

27 in AS 14.25.180.

28 * Sec. 7. AS 26.05.228(c) is amended to read:

29f^-\'xW ^ j T ’ (c) The Alaska State Pension Investment Board [COMMISSIONER OF REVENUE]

3 0 £ A ^ T is  the [TREASURER OF THE SYSTEM AND THE] fiduciary of the fund and has the same 

3 1 * 1 ' powers and duties under this section in regard to the fund as are provided under AS 14.25.180.
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1 * Sec. 8. AS 36.30.015(0 is.amended to read:

2 ... (0 The board of directors of the Alaska Housing Finance Corporation, notwithstanding
, • • y

3 • AS 18.56.088, and the board of directors of the Alaska State Housing Authority shall adopt

4' •’ regulations under the Administrative Procedure Act (AS 44.62) and the board of trustees of the
l<

5 Alaska State Pension Investment Board shall adopt regulations under AS 37.10.240 to

6 govern the procurement of supplies, services, professional services, and construction for the

7 respective public corporations and board. The regulations must

8 (1) reflect competitive bidding principles and provide vendors reasonable and

9 equitable opportunities to participate in the procurement process; and

10 (2) include procurement methods to meet emergency and extraordinary

11 circumstances.

12 * Sec. 9. AS 3^30.850(b)(15) is amended to read:

13 ^ $ ^ 1 5 )  a contract that is a delegation, in whole or in part, of investment powers held

1 4 ^  th^commissioner of revenue under [AS 14.25.180,] AS 14.40.400, AS 14.42.200, 14.42.210,

15 AS 18.56.095, [AS 22.25.048, AS 26.05.228,] AS 37.10.070, 37.10.071, or AS 37.14 [, OR

16 AS 39.35.080];

17 * Sec. 10. AS 36.30.990(1) is amended to read:

18 J r  ■ (1) "agency"

(A) means a department, institution, board, commission, division,

20 authority, public corporation, the Alaska Pioneers’ Home, or other administrative unit of

21 the executive branch of state government;

22 (B) does not include

23 (i) the University of Alaska;

24 (ii) die Alaska State Housing Authority;

25 (iii) the Alaska Railroad Corporation;

26 (iv) the Alaska Housing Finance Corporation;

27 (v) a regional Native housing authority created under AS 18.55.996

28 [,] or a regional electrical authority created under AS 18.57.020;

2.9 (vi) the Alaska Aerospace Development Corporation;

30 (vii) the Alaska State Pension Investment Board:

31 * Sec. 11. AS 37.05.146 is amended to read:

j /  . V  CSSB J291STA)
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1 Sec. 37.05.146. DEFINITION OF PROGRAM RECEIPTS. In AS 37.05.142 - 37.05.146

2 and AS 37.07.080* "program receipts" means fees, charges, income earned on assets, and other

3 state money received by a state agency in connection with the performance of its functions; all

4 program receipts except the following are general fund program receipts:

5 (1) federal receipts;

6 (2) University of Alaska receipts (AS 14.40.491);

7 (3) individual, foundation, or corporation gifts, grants, or bequests that by their

8 terms are restricted to a specific purpose;

9 (4) receipts of the following funds:

10 (A) highway working capital fund (AS 44.68.210);

11 (B) correctional industries fund (AS 33.32.020);

12 (C) loan funds;

13 (D) international airport revenue fund (AS 37.15.430);

14 (E) funds managed by the Alaska State Housing Authority (AS 18.55.020),

15 the Alaska Housing Finance Corporation (AS 18.56.020), the Alaska Railroad Corporation

16 (AS 42.40.010), the Municipal Bond Bank Authority (AS 44.85.020), the Alaska

17 Aerospace Development Corporation (AS 14.40.821), or the Alaska Industrial

18 Development and Export Authority (AS 44.88.020);

19 (F) fish and game fund (AS 16.05.100);

20 (G) school fund (AS 43.50.140);

21 (H) training and building fund (AS 23.20.130);

22 (I) retirement funds (AS 14.25, AS 22.25, AS 26.05.222, AS 39.35, and

23 former AS 39.37);

24 (J) permanent fund (an. IX, sec. 15, Alaska Constitution);

25 (K) public school fund (AS 37.14.110);

26 (L) second injur)' fund (AS 23.30.040);

27 (M) fishermen's fund (AS 23.35.060);

28 (N) FICA administration fund (AS 39.30.050)i

29 (O) receipts of the employee benefits program established under AS 3930.150 -

30 39.30.180:

31 (Pi receipts of the deferred compensation program established under
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* Sec. 12. AS 37.10.071 is amended to read:

^  Sec. 37.10.071, INVESTMENT POWERS AND DUTIES, (a) In making investments

1 ^ 4  under this section, the fiduciary of a state fund [COMMISSIONER OF REVENUE] shall

(1) act as official custodian of cash and investments by securing adequate and safe

6 v>v custodial facilities for them;

v & 9>  « investments;

.i  ̂ 10. tP  (4) invest and reinvest the assets in accordance with this section;

v^ JL1 (5) receive and spend appropriations to cover the cost of the exercise of duties

(2) receive all items of cash and investments;

(3) collect and deposit the principal of and income from owned or acquired

O' ‘12 under this section;

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

14 (7) perform all acts, not prohibited by this section, whether or not expressly

15 authorized, that the fiduciary [COMMISSIONER] considers necessary or proper in administering

16 the assets;

17 /\ 9* (8) maintain accounting records in accordance with generally accepted

18 [INVESTMENT] accounting principles;

19 (9) engage an independent certified public accountant to conduct an annual audit

20 of the financial condition and investment transactions;

21 (10) enter into and enforce contracts or agreements considered necessary,

22 convenient, or desirable for the investment purposes of this section; and

23 (11) when choosing to acquire or dispose of investments, secure competitive

24 national or international market rates or prices, or the equivalence of those rates or prices in the

25 judgment of the fiduciary [COMMISSIONER].

26 (b) Under this section, the fiduciary of a state fund or the fiduciary’s

27 [COMMISSIONER OR THE COMMISSIONER’S] designee may

28 (I) delegate investment, custodial, or depository authority on a discretionary or

29 nondiscretionary basis to officers or employees of the state or to independent firms, banks,

30 financial institutions, or trust companies [,] by designation through appointments, contracts, or

31 letters of IOR] authority;

.11.
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&

(2) acquire or dispose of investments either directly, indirectly, or through 

investment pools or trusts, by competitive or negotiated agreements, contracts, or auctions, in 

public or private markets;

(3) concentrate or diversify investments as the fiduciary [COMMISSIONER] 

considers appropriate to increase the probable total rate of return or to decrease the overall 

exposure to potentially adverse market value risks;

(4) protect the market value or the rate of return of the investments by entering 

into forward agreements to buy or sell assets at a future date as a hedge against existing held 

assets or as a precommitment of future cash flows;

(5) lend assets, under an agreement and for a fee, against deposited collateral of 

equivalent market value;

(6) borrow assets on a short-term basis, under an agreement and for a fee, against 

the deposit of collateral consisting of other assets in order to accommodate temporary cash or 

investment needs;

(7) hold investments in bearer or registered form in the name of the state, a fund, 

or nominees authorized by the fiduciary [COMMISSIONER];

(8) utilize consultants, advisors, custodians, investment services, and legal counsel 

for assistance in investment matters on either a continuing or a limited-term basis and with or 

without compensation;

(9) declare records to be confidential and exempt from AS 09.25.110 and

09.25.120 if the records contain information that discloses the particulars of the business or the 

affairs of a private enterprise, investor, borrower, advisor, consultant, counsel, or manager.

(c) In exercising investment, custodial, or depository powers or duties under this section, 

the fiduciary of a state fund [COMMISSIONER] shall exercise the judgment and care under 

the circumstances then prevailing that an institutional investor of ordinary professional prudence, 

discretion, and intelligence exercises in managing large investments with consideration for the 

purpose of the fund, the investment objectives, the continuing disposition of the fund’s 

investments, and the probable safety of the capital as well as the probable investment returns. 

With respect to the Alaska State Pension Investment Board, the fiduciaries of the hoard 

shall applv the prudent investor rule and exercise their fiduciary dutv in the sole financial 

best interest of the funds entrusted to them and of the beneficiaries of those funds. The
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2 other than the sole financial best interest of the funds or beneficiaries.

. 3 > >  (d) In exercising investment, custodial, or depository powers or duties under this section,

the fiduciary or the fiduciary’s [COMMISSIONER OR A] designee [OF THE

5 COMMISSIONER] is liable for a breach of a duty that is assigned or delegated under this

6 section, or under AS 14.25.180, AS 14.40.400(b), AS 37.10.070, AS 37.14.110(c), 37.14.160,

7 37.14.170, or AS 39.35.080. However, the fiduciary or the [COMMISSIONER OR THE

8 COMMISSIONER’S] designee is not liable for a breach of a duty that has been delegated to

9 another person if the delegation is prudent under the applicable standard of prudence set out in

10 statute or if the duty is assigned by law to another person, except to the extent that the fiduciary

11 [COMMISSIONER] or designee

12 (1) knowingly participates [PARTICIPATE] in, or knowingly undertakes to

13 conceal, an act or omission of another person [,] knowing that the act or omission is a breach of

14 that person’s duties under this chapter;

15 (2) by failure to comply with this section in the administration of specific

16 responsibilities, enables another person to commit a breach of duty; or

17 (3) has knowledge of a breach of duty by another person, unless the fiduciary

18 [COMMISSIONER] or designee makes reasonable efforts under the circumstances to remedy the

19 breach.

20 (e) The state shall defend and indemnify the fiduciary [COMMISSIONER] or an officer

or employee of the state against liability under (d) of this section to the extent that the alleged

22 act or omission was performed in good faith and was prudent under the applicable standard of

23 prudence.

24 (f) In this section, "fiduciary of a state fund" or "fiduciary" ["COMMISSIONER OF

25 REVENUE" OR "COMMISSIONER"] means

26 (1) the commissioner of revenue for investments under [AS 14.25.180 OR]

27 AS 37.10.070; [OR]

28 (2) with respect to the Alaska State Pension Investment Hoard, for

29 investments under AS 14.25.ISO,

30 . (A) each trustee who serves on the board of trustees; and

31 (B) anv other person who exercises control o r authority with respect
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1 to management or disposition of assets for which the hoard is responsible or who

2 gives investment advice to the board: or

3 {3} the person or body provided by law to manage the investments [,] for

4 investments not subject to AS 14.25.180 or AS 37.10.070.

5 * Sec. 13. AS 37.14.160 is amended to read:

6-, Sec. 37.14.160. DUTIES OF THE COMMISSIONER OF REVENUE. The commissioner

r s  of revenue is the treasurer of the trust fund created in AS 37.14.110 and shall 

^n  8 S** Vv. (1) in carrving out investment duties under this section, exercise the same

^ 9 ^ )vv/^pow ers and duties established for the Alaska State Pension Investment Board in 

< fO ^  10 AS 14.25.180(c);

(2) deposit the principal and income from investments in separate principal and 

6 12 income accounts for the fund;

13 (3) invest and maintain accounting records that distinguish between the principal

14 and income of the fund;

15 (4) provide repons to the board established under AS 37.14.120 on the condition

16 and investment performance of the fund.

17 * Sec. 14. AS 39.30 is amended by adding a new section to read:

18 g g S  Sec. 39.30.175. INVESTMENT OF BENEFIT PROGRAM RECEIPTS, (a) The Alaska

19 State Pension Investment Board is the Fiduciary of the mandatory receipts, under

20^ \^ 'C'VAS 39.30.150(a), of the employee benefits program established under AS 39.30.150 - 39.30.180
fO 2̂1 and has the same powers and duties concerning the management and investment in regard to

22 those receipts as are provided under AS 14.25.180.

23 ^  (b) The board may provide a range of investment options and permit a participant or

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

Q0oSu ^  beneficiary of the program to exercise control over the assets in the individual employee annuity 

account established under AS 39.30.150(a). If the board offers investment options, and if a 

J lW *  26 participant or beneficiary exercises control over the assets in the individual employee annuity

account,

(1) the'participant or beneficiary is not considered a fiduciary for any reason on 

29 the basis of ex- rcising that control; and

30 (2) a person who is otherwise a fiduciary is not liable under this section for ar.y

31 loss, or by reason of any breach, that results from the individual’s exercise of control.
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L J b1̂ 5 r y (c) If the board is considering entering into a contract or modifying an existing contract

^'concerning the management or investment of the mandatory receipts of the supplemental

employee benefits program, the board shall consult with the commissioner of administration

before making a decision on the issue.

(d) The board shall develop a contingency plan that addresses the board’s response to 

possible future investment problems.

8 * Sec. 15. AS 39.35.020 is amended to read:

9 Sec. 39.35.020. ADMINISTRATION. The commissioner of administration is responsible

10 for the administration of the system and for carrying out this chapter. In addition* the

A f t

(e) In this section, "board" means the Alaska State Pension Investment Board.

& commissioner shall

12 maintain the accounts of the system;

13 make payments for the various purposes specified;

14 fech  v j k >  (3) submit periodic reports or statements of account that are needed;

15 v  (4) issue a statement of account to an employee requesting it showing the amount
| ^

16 of the employee’s contributions to the system;

17 (5) as soon as possible after the close of each fiscal year, and not later than six

18 months after the close of each fiscal year, send to the governor, the legislature, and the board an

19 annual statement on the operations of the system containing

20 (A) a balance sheet;

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

22 (C) a report on an actuarial valuation of its assets and liabilities;

23 (D) a summary of assets held in the pension fund listed by the categories

24 of investment, as provided by the Alaska State Pension Investment Board

25 [COMMISSIONER OF REVENUE];

26 (E) other statistical financial data that are necessary for a proper

27 understanding of the financial condition of the system and the result of its operations;

28 (6) establish a public employees retirement trust fund in which the assets of the

29 system shall be deposited and held;

30 (7) engage an independent certified public accountant to conduct an annual audit

31 of the system’s accounts and the annual repon of the system’s financial condition and activity;
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1 (8) report to the board concerning the condiuon and administration of the system

2 and distribute the repon to the members of the system.

3 * Sec. 16. AS 39.35.040 is amended by adding a new paragraph to read:

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

** \ ^ ’ (I*) adopt regulations for the election of trustees to the Alaska State Pension

Investment Board and for removal from the investment board of trustees elected from the system. 

* Sec. 17. AS 39.35.080 is amended to read:

^  Sec. 39.35.080. DUTIES OF THE ALASKA STATE PENSION INVESTMENT
7 p 6
8 BOARD [COMMISSIONER OF REVENUE]. The Alaska State Pension Investment Board

*f A \  [COMMISSIONER OF REVENUE] is the [TREASURER OF THE SYSTEM AND THE] 

fiduciary of the fund. The board [COMMISSIONER] has the same powers and duties

^  11 

12 

13

V s

established under this chapter in regard to the fund as are provided in AS 14.25.035^) and 

14.25.180.

* Sec. 18. AS 39.35.500 is amended to read:

$ 0 ^  Sec. 39.35.500. SAFEGUARD OF EMPLOYEE FUNDS HELD BY THE SYSTEM.

Except as provided in AS 29.45.030fa)(l)(D), employee [EMPLOYEE] contributions and other 

amounts held in the system are exempt from Alaska state and local taxes. Amounts held on 

behalf of, or payable to, any employee or other person who is or may become eligible for 

benefits under the system are not subject to anticipation, alienation, sale, transfer, assignment, 

pledge, encumbrance, or charge of any kind, either voluntary or involuntary, before being 

received by the person entitled to the amount under the terms of the system. An attempt to 

anticipate, alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose of a 

right to amounts held under the system is void. However, an employee’s right to receive benefits 

may be assigned under a qualified domestic relations order.

* Sec. 19. AS 39.45.030(a) is repealed and reenacted to read:

(a) The Alaska State Pension Investment Board is authorized, subject to contracts with

6̂ .<£.e3^individual employees, to invest the funds held under a deferred compensation program. The

O^X
is

CP*' j W
20

21

22

23

24

si.
board has .he same powers and duties concerning the management and investment in regard to 

those funds as are provided under AS 14.25.180.

29 y- * Sec. 20. AS 39.45.030 is amended by adding new subsections to read:

(o) The board may provide a range of investment options and permit a participant or 

1 31^  beneficiary of the program to exercise control over the assets in the individual’s account. If the

C jo/if
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1 board offers investment options, and if a participant or beneficiary exercises control over the

2 assets in the individual’s account,

3 (1) the participant or beneficiary is not considered a fiduciary for any reason on

4 the basis of exercising that control; and

5 (2) a person who is otherwise a fiduciary is not liable under this section for any

6 loss, or by reason of any breach, that results from the individual’s exercise of control.

7 (d) If the board is considering entering into a contract or modifying an existing contract

8 concerning the management or investment of funds of the deferred compensation program, the

9 board shall consult with the commissioner of administration before making a decision on the

10 issue.

11 (e) The board shall develop a contingency plan that addresses the board’s response to

12 possible future investment problems.

13 (f) In this section, "board" means the Alaska State Pension Investment Board.

14 * Sec. 21. AS 39.50.200(b) is amended by adding a new paragraph to read:

(54) Alaska State Pension Investment Board (AS 37.10.210).

* Sec. 22. AS 44.25.020 is amended to read:

Nj, Sec. 44.25.020. DUTIES OF DEPARTMENT. The Department of Revenue shall
\ Yu18 (1) enforce the tax laws of the state;

1 f a *  (2) collect, account for, have custody of, invest, and manage all state funds and

20{£ * ^  all revenues of the state except revenues incidental to a program of licensing and regulation

21 carried on by another state department and funds managed and invested bv the Alaska State

22 Pension Investment Board:

23 (3) register cattle brands;

24 (4) supply necessary clerical and administrative services for the Alcoholic

25 Beverage Control Board; [AND]

26 (5) invest and manage the balance of the power development fund in accordance

27 w(jh AS 44.83.386j.

28 .<■ (6) in accordance with the policies established bv the board of trustees of I he

faSjzQ Alaska State Pension Investment Board, collect, account for, have custody of. invest, and

\0  ^  30ffi?^t.S-manage the state funds for which the hoard is responsible.
I o'* ¥
^  31 * Sec. 23. AS 44.25 is amended by adding a new section to read:
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1 Sec. 44.25.028. CONFLICT OF INTEREST FOR ALASKA STATE PENSION

2 INVESTMENT BOARD, (a) The commissionei of revenue may designate employees of the

3 department who are subject to the provisions of AS 39.50 because of their responsibility for

4 participating in the management or investment of the funds for which the Alaska State Pension

5 Investment Board is responsible.

6 (b) If an officer or employee of the department with responsibility for funds for which

7 the Alaska State Pension Investment Board is responsible acquires, owns, or controls an interest, 

direct or indirect, in an entity or project in which assets under the control of the board are 

invested, the officer or employee shall immediately disclose the interest to the board. The 

disclosure is a matter of public record and shall be included in the minutes of the board meeting

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

next following the disclosure. The commissioner shall adopt regulations to restrict officers and

P>0̂ " . 12^  employees of the deptutment from having a substantial interest in an entity or project in which

13 assets under the control of the board are invested.

14 (c) Failure to comply with the requirements of this section or regulations enacted under

it is grounds for termination of employnient.
'16 * " —   .....

17 * Sec. 25. TRANSITION. All litigation, hearings, investigations, and other proceedings pending

18 under a law amended or repealed by this Act, or in connection with functions transferred by this Act,

19 continue in effect and may be continued and completed notwithstanding a transfer, amendment, or repeal

20 provided for in this Act. Orders and regulations issued or adopted under authority of a law amended

• ^ 2 1  or repealed by this Act remain in effect for the term issued, or until revoked, vacated, or otherwise 
O

22 modified under the provisions of this Act. All contracts, rights, liabilities, and obligations created by 

Cj 23 or under a law amended or repealed by this Act, ana m effect on the effective date set out in sec. 30 of 

. ^  24 this Act, remain in effect notwithstanding this Act’s taking effect. Records, equipment, and other 

l'v* 25 property of agencies of the state whose functions are transferred under this Act shall be transferred

26 commensurate with the provisions of this Act.

27 * Sec. 26. ORGANIZATION OF TRUSTEES, (a) Notwithstanding AS 37.10.210(c), enacted by

î ct’ îe ^i^ial terms of the members, other than the commissioner of revenue, of the board

° fS

it is grounds for termination of employment. . , \ j / _

^  16 * Sec. 24. AS 39.45.030(b) is repealed. ^  ^  Co m p  .

29 of trustees of the Alaska State Pension Investment Board shall be as follows:

30 (1) one member elected from the public employees’ retirement system and one appointed

31 member shall serve terms of four vears;

\.At**
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W O R K  D R A F T W O R K  D R A F T W O R K  D R A F T

1 (2) one member elected from the teachers’ retirement system and one appointed member

2 shall serve terms of three years;

3 (3) one member elected from the public employees’ retirement system and one appointed

4 member shall serve terms of two years;

6

5 (4) one member elected from the teachers’ retirement system shall serve a one-year term,

(b) The board of trustees of the Alaska State Pension Investment Board may hold organizational

7 meetings as soon as a quorum of the board has been appointed to or selected for the board.

8 * Sec. 27. AS 37.10.210 and 37.10.230 - 37.10.390, enacted by sec. 1 of this Act, and sec. 26 of this

10 * Sec. 28. Except as provided in sec. 27 of this Act, this Act takjs effect on the earlier of July 1,

11 1993, or the date established by resolution of the board of trustees of the Alaska State Pension

12 Investment Board for the transfer to it of securities and assets of all the funds of the retirement systems,

13 as defined in AS 37.10.390, enacted by sec. 1 of this Act, and the receipts of the employee benefits

14 program established under AS 39.30.150 - 39.50.180 and of the deferred compensation programs under

15 AS 39.45. The board shall promptly provide the revisor of statutes and the lieutenant governor with a

16 copy of this resolution.

9 Act take effect July 1, 1992.

^ 3  <2>)T z_
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Offered by Senator Pourchot 
Draft #2

LETTER OF INTENT

S B  3 2 9

An Act establishing the Alaska State Pension 
Investment Board; relating to management and 
investment of s ta te  pension funds, receipts of 
the supplemental employee benefits program, 
receipts of the deferred compensation program 
and other s ta te  funds; and providing for an 
effective date.

Acting within the fiduciary responsibility under the Prudent 
Investor Rule, and provided that,  in the judgement of the manager, 
Purchase/Sale execution and transaction cost are competitive with 
Non-Alaska a f f i l ia ted  brokers, active managers are encouraged to 
do business with brokerage firms having offices in Alaska. The 
managers and index account managers are net required to execute 
trades with Alaska firms i f  they are not competitive. All brokerage 
firms must be members of the New York and American Exchange



I w o u l d  l i k e  t o  r e q u e s t  a  h e a r i n g  o n  S B  3 2 9  i n  t h e  S e n a t e  S t a t e  
A f f a i r s  C o m m i t t e e .

S B  3 2 9 ,  r e p l a c 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  a s  s o l e  f i d u c i a r y  o f  

t h e  s t a t e  p e n s i o n  f u n d s  w i t h  a B o a r d  o f  T r u s t e e s .  I n c l u d e d  i n  S B  
3 2 9  a r e  t h e  f u n d s  of: 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 ,  T e a c h e r s  
R e t i r e m e n t  S y s t e m ,  J u d i c i a l  S y s t e m ,  M i l i t a r y  S y s t e m ,  S u p p l e m e n t a l  
B e n e f i t s  S y s t e m  a n d  t h e  D e f e r r e d  C o m p e n s a t i o n  P r o g r a m .  T h e s e  f u n d s  
a r e  t o  m a n a g e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  a t  t h e  d i r e c t i o n  o f  t h e  
A l a s k a  S t a t e  P e n s i o n  I n v e s t m e n t  B o a r d .  T h e  B o a r d ' s  s t a t e d  p u r p o s e  
i s  t o  p r o v i d e  p r u d e n t  a n d  p r o d u c t i v e  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 .

T h i s  b i l l  i n c o r p o r a t e s  m a n y  o f  t h e  c o n c e p t s  t h a t  w e r e  i n c l u d e d  in 
S e n a t e  B i l l  18, w h i c h  p a s s e d  b o t h  b o d i e s  i n  1 9 9 1  a n d  w a s  v e t o e d  b y  
t h e  G o v e r n o r .  T h o s e  c o n c e p t s  i n c l u d e  b o a r d  r e p r e s e n t a t i o n  o f  
r e t i r e m e n t  s y s t e m  m e m b e r s ,  r e q u i r e m e n t s  f o r  a u d i t i n g  a n d  r e p o r t i n g  
a n d  i n c l u s i o n  o f  t h e  S B S  f u n d .  I h a v e  w o r k e d  c l o s e l y  w i t h  t h e  
D e p a r t m e n t  o f  R e v e n u e  i n  d r a f t i n g  t h i s  n e w  l e g i s l a t i o n ,  w h i c h  w e  
b o t h  f e e l  o v e r c o m e s  t h e  p r e v i o u s  o b j e c t i o n s  o f  t h e  A d m i n i s t r a t i o n .

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

P l e a s e  c o n t a c t  S u s a n  B a r n e t t  i n  m y  o f f i c e  i f  y o u  h a v e  a n y  
q u e s t i o n s .  T h a n k  y o u  f o r  c o n s i d e r i n g  m y  r e q u e s t .

S P O N S O R  S T A T E M E N T  - P o u r c h o t



Alaska State Pension Investment Board (ASPIB)
S B  3 2 9 ,  S e n a t o r  P o u r c h o t

A  B o a r d  o f  T r u s t e e s  e s t a b l i s h e d  t o  m a n a g e  t h e  f o l l o w i n g  f u n d s :  

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  F u n d  $ 3 . 2  b i l l i o n  

T e a c h e r s  R e t i r e m e n t  S y s t e m  F u n d  $ 1 . 9 0  b i l l i o n  

J u d i c i a l  R e t i r e m e n t  S y s t e m  F u n d  $ 3 4 . 1  m i l l i o n  

M i l i t a r y  R e t i r e m e n t  F u n d  $ 4 . 2  m i l l i o n  

S u p p l e m e n t a l  B e n e f i t s  S y s t e m  ( S B S )  $ 6 7 5  m i l l i o n  

D e f e r r e d  C o m p e n s a t i o n  $ 1 2 5  m i l l i o n

Board of Trustees
4 Beneficiary Seats (E lected )

1 (m inim um ) Non-State Em ployer (Appointed)

2 Pub lic Members w ith investment experience (Appointed) 

Com m issioner o f Revenue

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

3 - 5  P ro fessio na lsC o m m i s s i o n e r  o f  R e v e n u e

T r e a s u r y  S t a f f

Senator Pourchot 1/13/92



J a n u a r y  3, 1 9 9 2  
s e c . t x t / S u s i e

S U B J E C T ;  S B  32 9 :  S T A T E  I N V E S T M E N T  L E G I S L A T I O N  

T O ;  S e n a t o r  P a t  P o u r c h o t

F R O M ;  S u s a n  B a r n e t t ,  S t a f f

T h i s  l e g i s l a t i o n  e s t a b l i s h e s  a B o a r d  o f  T r u s t e e s  t o  m a n a g e  a n d  
i n v e s t  t h e  f o l l o w i n g  f u n d s :  P E R S ,  T R S ,  J u d i c i a l ,  M i l i t a r y ,  S B S  a n d  
D e f e r r e d  C o m p e n s a t i o n .

T I T L E ; 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  I n v e s t m e n t  
B o a r d ,  h e r e i n a f t e r  r e f e r r e d  t o  a s  t h e  I n v e s t m e n t  B o a r d ;  r e l a t i n g  
t o  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 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  d a t e .

S E C T I O N  1: c r e a t e s  t h e  A l a s k a  S t a t e  P e n s i o n  I n v e s t m e n t  B o a r d .

S e c .  3 7 . 1 0 . 2 1 0  (a) e s t a b l i s h e s  t h e  I n v e s t m e n t  B o a r d  a n d  s e t s  t h e  
p u r p o s e  o f  t h e  I n v e s t m e n t  B o a r d  a s  p r o v i d i n g  p r u d e n t  a n d  p r o d u c t i v e  
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 t h e r  f u n d s  

b y  a g r e e m e n t .

S u b s e c t i o n  (b) s e t s  o u t  t h e  e i g h t  v o t i n g  t r u s t e e s ,  t w o  o f  w h o m  a r e  
m e m b e r s  o f  a n d  e l e c t e d  b y  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  
(PERS) p a r t i c i p a n t s .  O n e  o f  t h e  P E R S  e l e c t e d  t r u s t e e s  m u s t  b e  a 
p a r t i c i p a n t  i n  S B S .  T w o  t r u s t e e s  a r e  m e m b e r s  o f  a n d  e l e c t e d  b y  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) p a r t i c i p a n t 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 R S  B o a r d ,  P E R S  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  
10 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 . T h r e e  p u b l i c  m e m b e r  

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

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

S u b s e c t i o n  (c) s e t s  o u t  s t a g g e r e d  f o u r  y e a r  t e r m s  f o r  t r u s t e e s .  
S u b s e c t i o n s  (d) a n d  (e) s e t  o u t  r e m o v a l  " f o r  c a u s e "  o f  t r u s t e e s ,  

e a c h  t r u s t e e  s e r v i n g  a t  t h e  p l e a s u r e  o f  t h e  a p p o i n t i n g  o r  e l e c t i n g  
a u t h o r i t y  a n d  t h e  f i l l i n g  o f  a v a c a n c y .  T h e  P E R S  a n d  T R S  B o a r d s  
s e r v e  a s  t h e  " e l e c t i n g "  a u t h o r i t i e s .

S u b s e c t i o n s  ( f ) ( g ) ( h )  s e t  o u t  I n v e s t m e n t  B o a r d  o r g a n i z a t i o n :  B o a r d  
e l e c t s  c h a i r  a n n u a l l y ,  f i v e  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  a n d  

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

S e c .  3 7 . 1 0 . 2 2 0  s e t s  o u t  t h e  p o w e r s  a n d  d u t i e s  o f  t h e  I n v e s t m e n t  

B o a r d .  S u b s e c t i o n  (a) p r o v i d e s  t h a t  t h e  I n v e s t m e n t  B o a r d  s h a l l  
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  is 
r e s p o n s i b l e  a f t e r  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  a d v i s o r y  
c o u n c i l  a n d  DOR, s u b m i t  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 u r e ,



e m p l o y e r s ,  a p p r o p r i a t e  b o a r d s ,  d e p a r t m e n t s ,  c o n t r a c t  f o r  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 s ,  e n g a g e  i n d e p e n d e n t  a u d i t o r s ,  r e v i e w  t h e  
a c t u a r i a l  e a r n i n g s  a s s u m p t i o n  e v e r y  t w o  y e a r s  a n d  r e p o r t  f i n d i n g s  
t o  t h e  a p p r o p r i a t e  b o a r d ,  s e l e c t  a n d  r e t a i n  e x t e r n a l  i n v e s t m e n t  
m a n a g e r s  a n d  f u n d  c u s t o d i a n s  a n d  d e v e l o p  a n d  p r e s e n t  a  b u d g e t  p l a n  
t o  DOR, OMB a n d  t h e  l e g i s l a t u r e .  S u b s e c t i o n  (b) p r o v i d e s  t h a t  t h e  
I n v e s t m e n t  B o a r d  m a y  e m p l o y  l e g a l  c o u n s e l ,  e n g a g e  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 ,  c o n t r a c t  f o r  s e r v i c e s  n e c e s s a r y  t o  a l l o w  t h e  
I n v e s t m e n t  B o a r d  t o  p e r f o r m  i t s  f u n c t i o n s ,  e n t e r  i n t o  a n  a g r e e m e n t  
t o  a s s u m e  r e s p o n s i b i l i t y  f o r  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  C o m m i s s i o n e r  o f  t h e  d e p a r t m e n t  o r  t h e  f i d u c i a r y  r e s p o n s i b l e  f o r  
t h o s e  f u n d s .  S u b s e c t i o n  ( c )  s e t s  o u t  t h a t  t h e  I n v e s t m e n t  B o a r d  
s h a l l  a n n u a l l y  m e e t  w i t h  P E R S ,  TRS b o a r d s  a n d  t h e  D e p a r t m e n t  o f  
A d m i n i s t r a t i o n  t o  r e v i e w  b e n e f i t s  a d m i n i s t r a t i o n .

S e c .  3 7 . I 'D . 2 3 0  ( a )  (b) s e t  o u t  c o n f l i c t  o f  i n t e r e s t  p r o v i s i o n s  f o r  
t h e  t r u s t e e s .  U n d e r  t h i s  s e c t i o n ,  t h e  I n v e s t m e n t  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  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 y  o f  t h e  f u n d  a s s e t s .

S e c .  3 7 . 1 0 . 2 4 0  e x e m p t s  t h e  I n v e s t m e n t  B o a r d  f r o m  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 g u i r e s  t h e  B o a r d  t o  a d o p t  a n d  p u b l i s h  
r e g u l a t i o n s  r e l a t i n g  t o  p r o c u r e m e n t  t h a t  r e f l e c t  c o m p e t i t i v e  
b i d d i n g  a n d  t o  p r o v i d e  p u b l i c  n o t i f i c a t i o n .  T h e  I n v e s t m e n t  B o a r d  
m u s t  a l s o  c o m p l y  w i t h  t h e  o p e n  m e e t i n g s  l a w .  S u b s e c t i o n  ( e )  s e t s  
o u t  e m e r g e n c y  r e g u l a t i o n s  p r o c e d u r e s .

S e c .  3 7 . 1 0 . 2 5 0  s e t s  t h e  h o n o r a r i u m  f o r  t r u s t e e s  a t  $ 1 5 0  p e r  m e e t i n g  
d a y  a n d  s t a t e s  t h a t  t h o s e  who a r e  p u b l i c  e m p l o y e e s  s h a l l  s e r v e  
w i t h o u t  c o m p e n s a t i o n  b u t  s h a l l  b e  g r a n t e d  a d m i n i s t r a t i v e  l e a v e .

S e c .  3 7 . 1 0 . 2 6 0  ( a )  r e q u i r e s  DOR t o  p r o v i d e  s t a f f  f o r  t h e  I n v e s t m e n t  
B o a r d ,  (b)  a l l o w s  B o a r d  t o  d e s i g n a t e  a  s i g n a t o r y .

S e c .  3 7 . 1 0 . 2 7 0  r e q u i r e s  t h e  I n v e s t m e n t  B o a r d  t o  a p p o i n t  a n  
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  who 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 e t s  
o u t  t h a t  t h e  m e m b e r s  s e r v e  a t  t h e  p l e a s u r e  o f  t h e  I n v e s t m e n t  B o a r d  
a n d  s e r v e  f o r  s t a g g e r e d  t h r e e  y e a r  t e r m s .  S u b s e c t i o n  ( c )  r e q u i r e s  
I n v e s t m e n t  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  f o r  a d v i s o r y  m e m b e r s .  
S u b s e c t i o n  (d) s e t s  o u t  d u t i e s  o f  t h 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  
i n v e s t m e n t s , r e c o m m e n d i n g  i n v e s t m e n t  p o l i c y ,  a d v i s i n g  o n  s e l e c t i o n  
o f  c o n s u l t a n t s  a n d  a u d i t o r s .  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 t a t e  a g e n c i e s  t o  p r o v i d e  a d v i c e ,  w i t h  
I n v e s t m e n t  B o a r d  a p p r o v a l .

S e c .  3 7 . 1 0 . 2 8 0  r e q u i r e s  t h e  I n v e s t m e n t  B o a r d  t o  e n s u r e  t h a t  a s s e t s  
h e l d  i n  t r u s t  a r e  p r o t e c t e d  a n d  t h a t  i n s u r a n c e  m u s t  p r o t e c t  t h e  
b o a r d  a n d  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  o f  t r u s t e e d  
a s s e t s  d u e  t o  a c t s  o r  o m i s s i o n s  o f  t h e  t r u s t e e s .

S e c .  3 7 . 1 0 . 2 9 0  e x e m p t s  t h e  r e t i r e m e n t  s y s t e m s  a n d  p r o p e r t y  t h e y  
o w n ,  m a n a g e  o r  h o l d  i n  t r u s 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  w i t h  t h e  e x c e p t i o n  o f  m u n i c i p a l  t a x a t i o n  o n  p r o p e r t y  a c q u i r e d
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t h r o u g h  f o r e c l o s u r e  o r  i n  l i e u  o f  f o r e c l o s u r e .

S e c . 3 7 . 1 0 . 3 0 0  p r o h i b i t s  t h e  I n v e s t m e n t  B o a r d  f r o m  e n g a g i n g  i n  
c o m m e r c i a l  b a n k i n g  a c t i v i t y ,  f r o m  a c t i n g  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  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  a s  a  l e n d e r  t o  a  p r i v a t e  
p e r s o n  o f  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  t h e  m o n e y  f r o m  t h e  s t a t e  
f u n d s  u n d e r  i t s  own m a n a g e m e n t .

S e c .  3 7 . 1 0 . 3 1 0  l i m i t s  t h e  s t a t e ' s  r e s p o n s i b i l i t y  f o r  l i a b i l i t i e s  
o f  t h e  I n v e s t m e n t  B o a r d .

S e c .  3 7 . 1 0 . 3 9 0  d e f i n e s  b o a r d ,  r e t i r e m e n t  s y s t e m s .  R e t i r e m e n t  
S y s t e m s  a r e :  T R S ,  P E R S ,  J u d i c i a l ,  M i l i t a r y .

SECTION  2 : s u b s t i t u t e s  t h e  B o a r d  f o r  t h e  C o m m i s s i o n e r  o f  R e v e n u e
i n  r e p o r t i n g  a b o u t  t h e  c o n d i t i o n  o f  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 h e  B o a r d  p r o v i d e  t h e  TRS b o a r d  w i t h  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  o f  t h e  t r u s t  f u n d .

S ECT ION  3 ;  r e q u i r e s  t h e  TRS b o a r d  t o  a d o p t  r e g u l a t i o n s  f o r  t h e  
e l e c t i o n  a n d  r e m o v a l  o f  t r u s t e e s  t o  t h e  I n v e s t m e n t  B o a r d .  N o t e :  
c h a n g e s  t o  1 4 . 2 5 . 2 8 0  a l t e r  s e v e r a l  o t h e r  f u n d s .  1 4 . 2 5 . 2 8 0  i s  
c o n s i d e r e d  t h e  s t a n d a r d .

SE CT IO N 4 ? m a k e s  t h e  I n v e s t m e n t  B o a r d  f i d u c i a r y  o f  t h e  TRS f u n d  
i n  p l a c e  o f  t h e  C o m m i s s i o n e r  o f  R e v e n u e  a n d  r e q u i r e s  t h e  B o a r d  t o  
w o r k  i n  t h e  b e s t  f i n a n c i a l  i n t e r e s t  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  
a n d  t h e  r e t i r e m e n t  p l a n .

SE CT IO N 5 ;  a l l o w 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  m e m b e r  
c o n t r i b u t i o n s  h e l d  i n  t h e  s y s t e m  t o  b e  t a x e d  u n d e r  t h e  p r o p o s e d  
c h a n g e s  t o  T i t l e  2 9 ,  a l l o w i n g  m u n i c i p a l  t a x a t i o n  o f  f o r e c l o s e d  
p r o p e r t i e s .

S ECT ION  6 ;  s u b s t i t u t e s  t h e  I n v e s t m e n t  B o a r d  f o r  t h e  c o m m i s s i o n e r  
o f  r e v e n u e  i n  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  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 .

SECT ION  7 ;  s u b s t i t u t e s  t h e  I n v e s t m e n t  B o a r d  f o r  t h e  c o m m i s s i o n e r  
o f  r e v e n u e  i n  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  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  f u n d ,  r e f e r r e d  t o  a s  t h e  
M i l i t a r y  f u n d  o r  s y s t e m .

SECTION  8 : s p e c i f i e s  t h a t  p r o p e r t y  a c q u i r e d  b y  t h e  r e t i r e m e n t
s y s t e m s  t h r o u g h  f o r e c l o s u r e  o r  d e e d  i n  l i e u  o f  f o r e c l o s u r e  a n d  
r e t a i n e d  a s  i n v e s t m e n t  i s  t a x a b l e  b y  m u n i c i p a l  e n t i t i e s .

SECT ION  9 : e x e m p t s  t h e  r e t i r e m e n t  s y s t e m s  f r o m  v a r i o u s  n o n - j u d i c i a l  
a c t i o n s  c o n c e r n i n g  c o l l e c t i o n  o f  d e l i n q u e n t  t a x e s  b u t  p r e s e r v e s  f o r  
m u n i c i p a l i t i e s  a  j u d i c i a l  p r o c e s s  o n  / f o r e c l o s e d  t a x a b l e  
p r o p e r t i e s .

SEC TIO NS  1 0 , 1 1  a n d  1 2  e x e m p t  t h e  I n v e s t m e n t  B o a r d  f r o m  t h e  
p r o c u r e m e n t  c o d e  b u t  r e q u i r e  t h e  B o a r d  t o  a d o p t  c o m p a r a b l e
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p r o c e d u r e s .

SECTION 1 3  i n c l u d e s  t h e  r e c e i p t s  o f  S B S  a n d  D e f e r r e d  C o m p e n s a t i o n  
o n  t h e  l i s t  o f  f u n d s  e x c l u d e d  f r o m  t h e  P r o g r a m  R e c e i p t s /  G e n e r a l  
F u n d  d e f i n i t i o n .

SECTION 1 4  s u b s t i t u t e s  t h e  I n v e s t m e n t  B o a r d  f o r  t h e  C o m m i s s i o n e r  
o f  R e v e n u e  i n  t h e  s e c t i o n  t h a t  s e t s  o u t  t h e  c u r r e n t  s t a t u t e s  
c o n c e r n i n g  p o w e r s  a n d  d u t i e s  o f  t h e  f i d u c i a r y  t h a t  i n v e s t s  a n d  
m a n a g e s  s t a t e  f u n d s .  I n  p a r a g r a p h  (8)  t h e  b i l l  r e q u i r e s  a c c o u n t i n g  
r e c o r d s  t o  b e  k e p t  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  a c c o u n t i n g  
p r i n c i p l e 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  t o  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  R u l e  i n  e x e r c i s i n g  p o w e r s  a n d  d u t i e s .  S u b s e c t i o n s  
( d ) ( e )  r e q u i r e  t h e  s t a t e  t o  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  i f  
f i d u c i a r y  o r  t h e  f i d u c i a r y ' s  d e s i g n e e  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 .  S u b s e c t i o n  ( f )  d e f i n e s  f i d u c i a r y  t o  i n c l u d e  t r u s t e e ,  
a n d  a n y  o t h e r  p e r s o n  who e x e r c i s e s  c o n t r o l  o v e r  a s s e t s  o r  who g i v e s  
i n v e s t m e n t  a d v i c e  t o  t h e  b o a r d .

SECT ION  1 5  i s  a  c o n f o r m i n g  a m e n d m e n t  t o  c o r r e c t  t h e  P u b l i c  S c h o o l  
T r u s t  F u n d  ( w h i c h  i s  n o t  i n c l u d e d  i n  t h e  b o a r d ' s  r e s p o n s i b i l i t y )  
s t a t u t e s ,  t o  r e f l e c t  c h a n g e s  m a d e  t o  t h e  TRS s t a t u t e s .

SE CT IO N 1 6 :  i d e n t i f i e s  t h e  I n v e s t m e n t  B o a r d  a 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  ( S B S )  . S u b s e c t i o n  (b) 
a l l o w s ,  b u t  d o e s  n o t  r e q u i r e ,  t h e  I n v e s t m e n t  B o a r d  t o  o f f e r  a  
" p a r t i c i p a n t  d i r e c t e d "  p l a n  a n d  p r o t e c t s  t h e  B o a r d  f r o m  l i a b i l i t y  
f r o m  t h e  i n d i v i d u a l ' s  e x e r c i s e  o f  c o n t r o l .  S u b s e c t i o n  ( c)  r e q u i r e s  
t h e  B o a r d  t o  c o n s u l t  w i t h  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  p r i o r  t o  
c o n t r a c t i n g  o r  m o d i f y i n g  c o n t r a c t s  c o n c e r n i n g  m a n a g e m e n t  o f  S E S .  
S u b s e c t i o n  (d) r e q u i r e s  B o a r d  t o  d e v e l o p  a  c o n t i n g e n c y  p l a n  f o r  
p o t e n t i a l  i n v e s t m e n t  p r o b l e m s .

SEC T IO N 1 7 :  i n  e x i s t i n g  PERS s t a t u t e s ,  r e q u i r e s  t h e  I n v e s t m e n t
B o a r d  t o  p r o v i d e  s p e c i f i e d  i n f o r m a t i o n  t o  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 ECT ION  1 8 ;  r e q u i r e s  t h e  PERS B o a r d  t o  a d o p t  r e g u l a t i o n s  c o n c e r n i n g  
t h e  e l e c t i o n  a n d  r e m o v a l  o f  t r u s t e e s  t o  t h e  I n v e s t m e n t  B o a r d .

SEC T IO N 1 9 ?  s u b s t i t u t e s  t h e  I n v e s t m e n t  B o a r d  f o r  t h e  C o m m i s s i o n e r  
o f  R e v e n u e  a s  t h e  f i d u c i a r y  f o r  t h e  PER S f u n d  a n d  r e f e r e n c e s  t o  t h e  
r e q u i r e m e n t s  s e t  o u t  i n  t h e  TRS s e c t i o n s .

SECT ION  2 0 : a l l o w s  t h e  PERS m e m b e r  c o n t r i b u t i o n s  h e l d  i n  t h e  s y s t e m  
t o  b e  t a x e d  u n d e r  t h e  c h a n g e s  i n  T i t l e  2 9 ,  ( S e c t i o n  8 o f  t h i s  b i l l )  
c o n c e r n i n g  f o r e c l o s e d  p r o p e r t y .

S EC T IO NS  2 1  a n d  2 2 ?  s u b s t i t u t e  t h e  I n v e s t m e n t  B o a r d  f o r  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  a s  i n v e s t o r  o f  t h e  d e f e r r e d  
c o m p e n s a t i o n  f u n d s  a n d  g i v e s  t h e  B o a r d  t h e  s a m e  p o w e r s  a n d  d u t i e s  
i n  i n v e s t i n g  D e f e r r e d  C o m p e n s a t i o n  f u n d s  a s  s e t  o u t  i n  t h e  TRS 
s t a t u e s .  T h e  l a n g u a g e  i s  s i m i l a r  t o  t h a t  i n  S e c t i o n  1 6  (SB S)  
c o n c e r n i n g  i n v e s t m e n t s ,  f i d u c i a r y  r e s p o n s i b i l i t y ,  c o n s u l t a t i o n  w i t h



A d m i n ,  a n d  c o n t i n g e n c y  p l a n n i n g .

SECTION 2 3 ; i n c l u d e s  t h e  I n v e s t m e n t  B o a r d  t r u s t e e s  i n  t h e  c o n f l i c t  
o f  i n t e r e s t  s t a t u t e s .

SECTION 2 4 ;  a m e n d s  t h e  d u t i e s  o f  t h e  D e p a r t m e n t  o f  R e v e n u e  t o  
r e f l e c t  t h e  c h a n g e s  m a d e  b y  t h e  b i l l  a n d  t h e  f u n d s  f o r  w h i c h  t h e  
B o a r d  i s  r e s p o n s i b l e  f o r ,  r e q u i r e s  t h a t  t h e  d e p a r t m e n t  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  t h e  f u n d s  i n  
a c c o r d a n c e  w i t h  t h e  p o l i c i e s  3 e t  b y  t h e  I n v e s t m e n t  B o a r d .

SECTION  2 5 ;  a l l o w 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  t o  d e s i g n a t e  
e m p l o y e e s  who a r e  s u b j e c t  t o  c o n f l i c t  o f  i n t e r e s t  p r o v i s i o n s  a n d  
s e t s  o u t  t h a t  f a i l u r e  t o  c o m p l y  i s  g r o u n d s  f o r  t e r m i n a t i o n .

SECTION 2 6 ;  r e p e a l s  d e f i n i t i o n  o f  " i n s u r e d "  a s  t h e  l a n g u a g e  i n  AS 
3 9 . 4 5 . 0 3 0  (b)  h a s  b e e n  c h a n g e d  f r o m  a n  i n v e s t m e n t  l i m i t a t i o n  l i s t  
t o  t h e  l a n g u a g e  i n  S e c t i o n s  2 1  a n d  2 2  f o r  d e f e r r e d  c o m p e n s a t i o n  
a n d  t h e  w o r d  " i n s u r e d "  n o  l o n g e r  a p p e a r s  i n  e i t h e r  s e c t i o n .

S ECTION 2 7 ;  i s  a  t r a n s i t i o n  s e c t i o n .

SECTION 2 8 ?  s e t s  o u t  t h e  i n i t i a l  t e r m s  o f  t h e  I n v e s t m e n t  B o a r d  a n d  
p e r m i t s  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  a s  s o o n  a s  a  
q u o r u m  h a s  b e e n  a p p o i n t e d  o r  e l e c t e d .

SECTION 2 9 ;  s e t s  J u l y  1 ,  1 9 9 2  a s  t h e  e f f e c t i v e  d a t e  f o r  B o a r d
o r g a n i z a t i o n .

SECTION 3 0 ;  s e t s  t h e  e a r l i e r  o f  J u l y  1 ,  1 9 9 3  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  t r u s t e e s  a s  t h e  e f f e c t i v e  d a t e  f o r  
t h e  B o a r d  t o  b e g i n  m a n a g i n g  a n d  i n v e s t i n g  a s s e t s  a s  w e l l  a s  o t h e r  
d u t i e s  a s  d e f i n e d  i n  t h e  b i l l .
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SENATE BILL NO. 329

IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - SECOND SESSION
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B Y  S E N A T O R S  P O U R C H O T ,  S t u r g u l e w s k i ,  D u n c a n

I n t r o d u c e d :
R e f e r r e d :
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A BILL 

FOR AN ACT ENTITLED

ru
5 8 5  |
Oar\-e.rf£jd ^<Vh|b.

1 "A n Act estab lish ing the Alaska S tate Pension Investm ent Board; relating to m anagem ent

2 and  investm ent o f sta te  pension funds, receip ts of the supplemental employee benefits

3 p rogram , receip ts of the deferred compensation p rogram , and o ther state funds; and

4 providing fo r an effective date."

5 BE IT  ENACTED BY TH E LEGISLATURE O F THE STATE OF ALASKA:
[I PubUc- FvaiJ s
[j 6 * Section | .  AS 37.10 is amended by adding new sections to read:

ARTICLE 5. ALASKA STATE PENSION INVESTMENT BOARD.
Sec. 37.10.210. ALASKA STATE PENSION INVESTMENT BOARD, (a) There is 

9 , established the A laska State Pension Investment Board in the Department o f Revenue. The
'purpose o f the board is to provide prudent and productive management and investment o f state
pension funds and o f other state funds upon agreement with the commissioner o f the department

|j''12 or the fiduciary responsible for the fund.
13 . (b) The board consists o f eight trustees. Two of the trustees shall be elected by the
*

14 c^fh iem bers o f the public employees’ retirement system from the membership of the system.
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*  Nominations may be made by the Public Employees’ Retirement Board or by petition signed by

0  at least 10 persons eligible to vote in the election. One o f the trustees elected from the

jj 3 membership of the public employees’ retirement system must be a participant in the supplemental
employee benefits program established under AS 39.30.150 - 39.30.180. Two of the trustees
shall be elected by the members of the teachers’ retirement system from the membership of the

*1
6 ^ sy s tem . Nominations may be, made by the Teachers’ Retirement Board or by petition signed by

' \  A at Ieast persons eligible to vote in the election. The governor shall appoint three trustees. At
(̂ d)  ^  least one o f the appointed trustees must represent employers, other than the state, who participate

' in one of the retirement systems. The appointed trustees must have business and investment
0XlM  V  experience. The commissioner of revenue serves as a trustee.

11 „ £A*$‘ (c) Tlie appointed and elected trustees shall serve for staggered terms o f four years and
{j j  ,12 may be reappointed or reelected to the board.

13 vl>\  b i  (d) The goverrior may, by written notice to the trustee, remove an appointed trustee 
1 4 ^ ^ .  cause. The Public Employees’ Retirement Board may, by written notice to the trustee, remove
15 a member elected from the membership of that retirement system for cause. The Teachers’
16 Retirement Board may, by written notice to the trustee, remove a member elected from the 

membership of that retirement system for cause. After a trustee receives written notice o f
. removal, the trustee may not participate in board business and may not be counted for purposes

19 of establishing a quorum.

20 ^  (e) A vacancy on the board of trustees shall be promptly filled in the same manner as
21 ^  the seat was originally filled. A person filling a vacancy holds office for the balance of the 

,;22 unexpired term of the person’s predecessor. A vacancy on the board does not impair the
,’23 authority o f a quorum o f the board to exercise all the powers and perform all the duties of the
!l
!24 board.

il 6

for

25 (f) The board of trustees shall annually elect a chair from among its members.
26 ^  (g) Five trustees constitute a quorum for the transaction of business and the exercise of
27 u  the powers and duties o f the board.

:28 ^  A trustee may not designate another person to serve on the board in the absence of
29 me trustee.

3 0 ^  (j) x h e board shall adopt a policy concerning investment education for trustees.

31 Sec. 37.10.220. POWERS AND DUTIES OF THE BOARD, (a) The board shall
c5 jbs«c.V icoJ Cck) 1 txr<_ s k a , l l
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1 ( 1) hold regular and special meetings at the call of the chair or of at least four

2 members;^ ^
° (2 ) establish investment policies for the funds for which it is responsible after

4 * reviewing recommendations from the investment advisory council and the Department of

5 w Revenue;
6 ^  iJB/V (3) submit long-range and quarterly investment repons to the Legislative Budget

7 and Audit Committee;
8 ^  \c> (4) repon to the governor, the legislature, and employers panicipating in the
9 ^ ! t ^ 0,<retirement systems by the first day of each regular legislative session concerning the investment

10 of funds for which the board is responsible, including financial and investment policies

11 established by the board, and enclose a summary of the most recent performance evaluations of
12 the funds managed by the board;

(5) contract with external performance evaiuators to review the performance of
14 'each  fund for which the board is responsible and report each year on the fund’s condition to the
15 board o f trustees and to the other appropriate boards;

(6) engage independent certified public accountants to perform an annual audit
17 of each o f the funds for which the board is responsible and to repon to the board with the results
18 o f the^audit; v.

19$ rev*ew actuar*a* earnings assumption for each fund for which the board
20 .'<’<̂ < ’> is* responsible every two years and repon its findings and recommendations to the appropriate
21 board or a g e n c y ^
22 after reviewing the recommendations from the Department o f Revenue and
2 3 \;>\*<f(^ithe advisory council, select and retain the external investment managers and custodians for the 
ca*Ze>4'°24° funds managed by the board;

\  > V>
25 (9) develop an annual operating budget plan and present it to the Department of
2^ f ^ p ^ o /Kevenue, the office o f management and budget, and the legislature.

/ b) si27 The board may
^  s .2a (1) employ outside investment advisors to review investment policies and make
0

29 ef* recommendations to the board;
30 (po* (2 ) employ legal counsel;

31 ^  (3) contract for services necessary to carry out its powers and duties;

j

Tjvu 8 oa rd  g/u>ll ;
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V* (4) enter into an agreement with the commissioner of the department or the
Fiduciary responsible for another state fund to assume Fiduciary or management responsibilities 

for investing the other state fund;
(5 ) do all acts necessary to carry out the powers expressly granted or necessarily 

implied in this chapter.
..d  (c) The board shall, meet annually, either jointly or separately, with the Public

i t v *’! ^  \ ' ^ . ^ mP*°yees ' Ret' rement Board, the Teachers’ Retirement Board, and the Department o f 
i ^ ^ ^ '^ J ^ d m in i s t r a t i o n  to review benefit administration of each of the retirement systems and of the 
;i 9 employee benefits program established under AS 39.30.150 - 39.30.180 and the deferred

compensation program under AS 39.45. The Department o f Administration and each retirement 
board shall repon to the investment board on benefit administration and other issues for that

3
4
5

i 6

1
2

,10i
.11
I
: i2 retirement system or program that may affect the investment and management o f the fund.
:i 13 , (d) The chair o f the board shall appoint a trustee to present the board’s position to
:|14^  ̂  ̂ legislative committees when the committees are considering the board’s operating budget. The
15
16

( fo r

board is otherwise subject to AS 37.07.
Sec. 37.10.230. CONFLICTS OF INTEREST, (a) Trustees are subject to the provisions

'18
of AS 39.50.

(b) If a trustee acquires, owns, or controls an interest, direct or indirect, in an entity or
;
; 1 9 project  in which assets under the control o f the board are invested, the trustee shall immediately 
i f a
20 0t,V ^ disclose the interest to the board. The disclosure is a matter of public record and shall be
21 included in the minutes o f the board meeting next following the disclosure. The board shall
;22 l ^ a d o p t  regulations to restrict trustees from having a substantial interest in an entity or project in 
i 2 3 w h i c h  assets under the control o f the board are invested.

v ^ ' Sec- 37.10.240. REGULATIONS AND OPEN MEETINGS, (a) The board may adopt 
regulations to implement AS 37.10.210 - 37.10.390. Regulations adopted by the board are not 
subject to the Administrative Procedure Act (AS 44.62). The board shall adopt regulations 

v |2 7 p^*  required by AS 36.30.015(f) relating to procurement. The board shall comply with the
wAV j 4 6 K U  P r o c u re d  CcAd. _ St-c-ho* ** --*■ 1,1
r rt>ffs,28)l C)̂ V'f‘j  requirements of AS 44.62.310 - 44.62.312.
V vk AU*4' ^  OV4.AJ / W W j  S f

P 11 4 Procure/ystft Co<id.\ s * *  St.c-Iioaj 10 el  H u  b.'ll.

12.

(b) Notwithstanding (a) o f this section, a regulation adopted under AS 37.10.210 - 
130 37.10.390 shall be published in the Alaska Administrative Register and Alaska Administrative
i W31 d* 0 Code for informational purposes. A regulation adopted under this section shall conform to the 
6 ^

^ Y  SB 329 ■4*
•!rw *" v ’ . DELETED TEXT BRACKETED I

m m



c o / r h . .

1 style and format requirements o f the drafting manual for administrative regulations that is

2 published under AS 44.62.050.
3 . +**U'{g) At least 30 days before the adoption, amendment, or repeal of a regulation under this
4 chapter, the board shall provide notice of the action that is being considered. The notice must
5 include publication in one or more newspapers o f general circulation in each judicial district of

6 the state.
(d) A regulation adopted under this chapter takes effect 30 days after adoption by the

'36 . . .8 board unless a later effective date is stated in the regulation.
9 (e ) Notwithstanding the other provisions of this section, a regulation may be adopted,

10 A-vA4* amended, o r repealed, effective immediately, as an emergency regulation. For an emergency
11 regulation to be effective the board must find that the immediate adoption, amendment, or repeal
12 o f the regulation is necessary. The board shall, within 10 days after adoption o f an emergency
13 regulation, give notice o f the adoption under (c) o f this section. An emergency regulation
14 adopted under this subsection may not remain in effect past the date o f the next regular meeting
15 o f the board unless the board complies with the procedures set out in this section and adopts the
16 regulation as a permanent regulation.

(0  In this section, "regulation" has the meaning given in AS 44.62.640(a).
c»0

118 p jr '* 0' Sec. 37.10.250. COMPENSATION OF TRUSTEES. Trustees, other than trustees who
19 are employees of the state or a political subdivision o f the state, receive an hunorarium o f SL50
20 for each day spent at a meeting of the board or at a meeting of a subcommittee of the board or
21 V *  at a public meeting as a representative of the board. Trustees who are state employees are
22 entitled to administrative leave for service as a trustee. Trustees who are employees o f a political
23 . subdivision of the state are entitled to leave benefits provided by their employers comparable to
2 4 ,0 ' \  those provided to state employees for service as a trustee. Trustees are entitled to per diem and
25 travel expenses authorized for boards and commissions under AS 39.20.180.
26 Sec. 37.10.260. STAFF, (a) The Department o f Revenue shall provide staff for the

*
2 7 A.  board.

&>**
2 8 ,  . > ' 3  (b) The board may designate a trustee or an office r or employee o f the Department o f

29 Revenue to be responsible for signing on behalf o f the board a deed, contract, or other document
30 that must be executed by or on behalf of the board.

31 Sec. 37.10.270. INVESTMENT ADVISORY COUNCIL, (a) The board shall appoint

-5* SB 329
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I I an investment advisory council composed of at least three and not more than five members.

| 2 A\ Members o f the council shall possess experience and expertise in financial investments and

3-$itf^w rnanagement o f investment portfolios for public, corporate, or union pension benefit funds,
G r '4 foundations, or endowments.

5 (b) Members of the council serve at the pleasure o f the board for staggered terms of three
' 3 'T6 1 years.

* a)7 (c) The board shall establish the compensation of members of the council. Members o f
8 C0̂  the council are entitled to per diem and travel expenses authorized for boards and commissions
9 under AS 39.20.180.

jlO ^ (d) The council shall
11^ ’ ( 1) review the investments made by the board;

(2 ) make recommendations to the board concerning the board’s investment 
policies, investment strategy, and investment procedures;

(3) advise the board on selection of performance consultants and on the form and
content o f annual reports;

■ A* . (4) provide other advice as requested by the board.
cV* :sk**rl*Cl aPProval ° f  the board, the council may contract with other state agencies to

1 provide investment advice.

'19 Sec. 37.10.280. INSURANCE. The board shall ensure that trusteed assets and its own
II f920 assets and services are protected. The board may purchase insurance or provide for self-
21 insurance retention in amounts recommended by the commissioner of revenue and approved by
22 the board to cover the acts, including fiduciary acts, errors, and omissions of its board members

i 23 and agents. Insurance must protect the board and the state from liability to others and from loss
I
; 24 of trusteed assets due to the acts or omissions o f the trustees.
j;25 • .£, r ^  Sec. 37.10.290. EXEMPTION FROM TAXATION. Except as provided in

ft
,26 AS 29.45.030(a) for property acquired through foreclosure or deed in lieu o f foreclosure, the
||
•|27*>jW’!/£ . hoard and all properties at anv time owned by it, managed by it, or held by it in trust, and the
i! \
;28 income from those activities, are exempt from all taxes and assessments in the state. A ll security
:|
2^r°^*’ instruments issued by the board and income from them are exempt from all taxes and

30 assessments in the state, including transfer taxes.

31 See. 37.10.300. LIMITATIONS. The board may not engage in commercial banking

i e * * *  '
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1

2

3
4

activity or private trust activity. The board may not act as a depository or trustee for a private 

person, association, o r corporation. The board may not act as a lender to a private person, 

association, or corporation of money from any source except state funds under management by 

the board.
5 > U -  v’Vu Sec. 37.10.310. LIABILITY. A liability incurred by the board shall be satisfied 

\b '
I'*! 6  exclusively from the trust assets or trust revenue, and a creditor or other person may not have

7̂  \ > ' A  right o f action against the state because of a debt, obligation, or liability o f the board 
W  ^ 8  Sec. 37.10.390. DEFINITIONS. In AS 37.10.210 - 37.10.390, unless the context

otherwise requires,
■nxv.-rn" (1) "board" means the board of trustees o f the Alaska State Pension Investment

J ' . ' i

8

9
10

11

12

13
14
15

Board;
(2 ) "retirement systems" means the teachers’ retirement system, the judicial 

retirement system, the Alaska National Guard and Alaska Naval Militia retirement system, and 
the public employees’ retirement system.

* Sec. 2. AS 14.25.035(d) is amended to read:
(d) The commissioner of administration shall repon to the board concerning the condition

17 and administration of the system. The repons r.hall be distributed to the members of the system.

*  h i

The A laska S ta te  Pension Investm ent Board [COMMISSIONER OF REVENUE] shall provide 
i i9  repons to the board on the condition and investment performance of the teachers’ retirement trust

fund including a sum m ary  of an annual ex ternal perfo rm ance review .
* Sec. 3. AS 14.25.035 is amended by adding a new subsection to read:

0) The board shall adopt regulations for the election of trustees to the Alaska State
>1^5 J oV-

K’Y [23 Pension Investment Board and for removal from the

V

a '1'1 
24

investment board of trustees elected from

25
26

the system.
* Sec. 4. AS 14.25.180 is amended to read:

r  Sec. 14.25.180. MANAGEMENT AND INVESTMENT OF FUND, (a) The A laska

‘> V  ̂

& o

31

> V 'r' S tate Pension Investm ent Board [COMMISSIONER OF REVENUE] is the [TREASURER OF 
THE SYSTEM AND THE] Fiduciary of the fund. In managing the fund, the AGska State 
Pension Investm ent Board [COMMISSIONER OF REVENUE] shall

( 1) consider the status o f the fund’s investments and the system ’s liabilities on 
both a current and a probable future basis;
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i ' 3
I 4
5
6

;i 7
■I

i! 8
i i 9
,10

I.I
I I  

12 

13

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

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

(4) act only in regard to the best financial interests o f the system’s plan and

beneficiaries.
(b) The Alaska S ta te Pension Investm ent B oard  [COMMISSIONER OF REVENUE] 

may invest the fund on the basis o f probable total rate o f return without regard to the distinction 
between principal and income or to the generation of income.

(c) In carrying out investment duties under this chapter, the A laska S ta te Pension

Investm ent Board [COMMISSIONER OF REVENUE] has the same powers and duties in regard 
to the teacher’s retirement trust fund as are provided in AS 37.10.071, except that the standard 
o f prudence that the board  [COMMISSIONER] must obey under AS 37.10.071(c) shall be in 
regard to the management o f large trust investments rather than large investments.

* Sec. 5. AS 14.25.200(a) is amended to read:
j! 14 (a) Except as provided in AS 29.45.030(a)(1), m em ber [MEMBER] contributions and
!!

other amounts held in the system on behalf o f a member or other person who is or may become
1 i*.* *

i ai I116-/0 \6b* eligible for benefits under the system are exempt from Alaska state and municipal taxes and are
1 7 ^ ?  not subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or charge

! 18 o f any kind, either voluntary or involuntary, before they are received by the person entitled to
:|i*
.! 19 the amount under the terms o f the system, and any attempt to anticipate, alienate, sell, transfer,
li
;j20 assign, pledge, encumber, charge, or otherwise dispose o f any right to amounts accrued in the

system is void. However, a member’s right to receive benefits may be assigned under a qualified 
domestic relations order.

i!21

22

23 * Sec. 6 . AS 22.25.048(c) is amended to read:

24 ^  A laska S*a te Pension Investm ent Board [COMMISSIONER OF REVENUE]
i j 2 5 f l « ^  is the [TREASURER OF THE SYSTEM AND THE] fiduciary of the fund and has the same
'126 51- powers and duties under this section in regard to the judicial retirement trust fund as are provided 
:j27 in AS 14.25.180. f f l S

28 * Sec. 7. AS 26.05.228(c) is amended to read:

29 (c) The Alasku State Pension Investment Board [COMMISSIONER OF REVENUE]
30 w r i s  the [TREASURER OF THE SYSTEM AND THE] fiduciary of the fund and has the same
31

SB 329

powers and duties under this section in regard to the fund as are provided under AS 14.25.180.
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