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RECEIVING, DISBURSING, INVESTING FUNDS 293.75G

2 9 3 . 7 4 1  C o u n c i l  m a y  c o n t r a c t  w i t h  
o t h e r s  t o  p e r f o r m  i n v e s t m e n t  o f f i c e r  
f u n c t i o n s ;  c o m p e n s a t i o n ;  b o n d .  T h e  c o u n ­
c i l  m a y  e n t e r  i n t o  c o n t r a c t s  w i t h  o n e  o r  
m o r e  p e r s o n s  w h o m  t h e  c o u n c i l  d e t e r m i n e s  
to  b e  q u a l i f i e d ,  w h e r e b y  t h e  p e r s o n s  u n d e r ­
t a k e ,  i n  l i e u  o f  t h e  i n v e s t m e n t  o f f ic e r ,  to  
p e r f o r m  t h e  f u n c t i o n s  s p e c i f i e d  i n  O R S
2 9 3 .7 3 6  to  t h e  e x t e n t  p r o v i d e d  i n  t h e  c o n ­
t r a c t .  P e r f o r m a n c e  o f  f u n c t i o n s  u n d e r  c o n ­
t r a c t  so  e n t e r e d  i n t o  s h a l l  b e  p a i d  f o r  o u t  o f  
t h e  g r o s s  i n t e r e s t  o r  o t h e r  i n c o m e  o f  t h e  i n ­
v e s t m e n t s  w i t h  r e s p e c t  t o  w h i c h  t h e  f u n c ­
t i o n s  a r e  p e r f o r m e d ,  a n d  t h e  n e t  i n t e r e s t  o r  
o t h e r  i n c o m e  o f  t h e  i n v e s t m e n t s  a f t e r  t h a t  
p a y m e n t  s h a l l  b e  c o n s i d e r e d  i n c o m e  o f  t h e  
i n v e s t m e n t  f u n d s .  T h e  c o u n c i l  m a y  r e q u i r e  a  
p e r s o n  c o n t r a c t e d  w i t h  to  g i v e  to  t h e  s t a t e  
a  f i d e l i t y  b o n d  i n  a  p e n a l  s u m  a s  m a y  b e  
f ix e d  b y  l a w  o r ,  i f  n o t  s o  f i x e d ,  a s  m a y  be  
f i x e d  b y  t h e  c o u n c i l ,  w i t h ’ c o r p o r a t e  s u r e t y  
a u t h o r i z e d  to  d o  b u s i n e s s  in  t h i s  s t a t e .  C o n ­
t r a c t s  so  e n t e r e d  i n t o  a n d  f u n c t i o n s  p e r ­
f o r m e d  t h e r e u n d e r  a r e  n o t  s u b j e c t  t o  t h e  
S t a t e  P e r s o n n e l  R e l a t i o n s  L a w  o r  O R S
2 7 9 .5 4 5  to  2 79 .7 4 6 .  [1967 c.335 §10]

293.745 (Formerly 291.612; repealed by 1967 c.335
§60]

2 9 3 .7 4 6  O p i n i o n  o f  b o n d  a t t o r n e y  o r  
A t t o r n e y  G e n e r a l ;  i n v e s t m e n t  c o u n s e l i n g  
a n d  m o r t g a g e  s e r v i c e s .  (1 )  I n  t h e  a c q u i s i ­
t i o n  o r  d i s p o s i t i o n  o f  b o n d s  w i t h  w h i c h  a p ­
p r o v i n g  l e g a l  o p i n i o n s  o r d i n a r i l y  a* e  
f u r n i s h e d ,  t h e  i n v e s t m e n t  o f f i c e r  m a y  r e q u i r e  
a n  o r i g i n a l  o r  c e r t i f i e d  c o p y  o f  t h e  w r i t t e n  
o p i n i o n  o f  a  r e p u t a b l e  b o n d  a t t o r n e y - o r  a t ­
t o r n e y s .  o r  t h e  w r i t t e n  o p i n i o n  o f  t h e  A t t o r ­
n e y  (G e n e ra l ,  c e r t i f y i n g  to  t h e  l e g a l i t y  o f  t h e  
b e n d s .

(2)  T h e  c o u n c i l  m a y  a r r a n g e  fo r  t h e  f u r ­
n i s h i n g  to  t h e  i n v e s t m e n t  o f f i c e r  o f  i n v e s t ­
m e n t  c o u n s e l i n g  s e r v i c e s .  T h e  f u r n i s h i n g  a n d  
a c q u i s i t i o n  o f  t h o s e  s e r v i c e s  a r e  n o t  s u b j e c t  
to  t h e  S t a t e  P e r s o n n e l  R e l a t i o n s  L a w  o r  O R S
2 7 9 .5 4 5  to 2 7 9  746 .

(3)  T h e  i n v e s t m e n t  o f f i c e r ,  w i t h  t h e  a p ­
p r o v a l  o f  t h e  c o u n c i l ,  m a y  a r r a n g e  f o r  s e r ­
v i c e s  w i t h  r e s p e c t  t o  m o r t g a g e s  i n  w h i c h  
m o n e y s  i n  t h e  i n v e s t m e n t  f u n d s  a r e  i n v e s t e d .  
T h o s e  s e r v i c e s  s h a l l  b e  p a i d  f o r  o u t  o f  t h e  
g r o s s  i n t e r e s t  o f  t h e  m o r t g a g e s  w i t h  r e s p e c t  
to  w h i c h  t h e  s e r v i c e s  a r e  f u r n i s h e d ,  a n d  t h e  
n e t  i n t e r e s t  o f  t h e  m o r t g a g e s  a f t e r  t h a t  p a y ­
m e n t  s h a l l  b e  c o n s i d e r e d  i n c o m e  o f  t h e  i n ­
v e s t m e n t  f u n d s .  T h e  f u r n i s h i n g  a n d  
a c q u i s i t i o n  o f  t h o s e  s e r v i c e s  a r e  n o t  s u b j e c t  
to  t h e  S t a t e  P e r s o n n e l  R e l a t i o n s  L a w  o r  O R S
2 7 9 .5 4 5  to  27 9 .7 4 6 .  [1967 c.335 §11]

293.750 [Formerly 291.613; repealed by 1967 c.335
160)

293.751 C ustody  o f t i t le  in s tru m e n ts ;  
deposit fo r sa fek eep in g ; form ; co llec tion  
an d  d isposition  o f p r in c ip a l  a n d  in te re s t;

d e f a u l t  p r o c e e d i n g s .  (1 )  E x c e p t  a s  p r o v i d e d  
in  O R S  2 9 3 .7 4 1  a n d  t h i s  s u b s e c t i o n ,  a l l  i n ­
s t r u m e n t s  o f  t i t l e  o f  a l l  i n v e s t m e n t s  o f  t h e  
i n v e s t m e n t  f u n d s  s h a l l  r e m a i n  i n  t h e  c u s t o d y  
o f  t h e  i n v e s t m e n t  o f f ic e r .  T h e  i n v e s t m e n t  of­
f i c e r  m a y  d e p o s i t  w i t h  o n e  o r  m o r e  c u s t o d i a l  
a g e n t s  o r  b a n k s  t h o s e  i n s t r u m e n t s  o f  t i t L  
t h a t  t h e  S t a t e  T r e a s u r e r  c o n s i d e r s  a d v i s a b l e ,  
to  b e  h e l d  i n  s a f e k e e p i n g  b y  t h e  a g e n t s  o r  
b a n k s  f o r  c o l l e c t i o n  o f  t h e  p r i n c i p a l  a n d  i n ­
t e r e s t  o r  o t h e r  i n c o m e ,  o r  o f  t h e  p r o c e e d s  o f  
s a l e  o r  m a t u r i t y .  F o r  p u r p o s e s  o f  t h i s  s e c ­
t i o n .  i n s t r u m e n t s  o f  t i t l e  o f  i n v e s t m e n t s  o f  
t h e  i n v e s t m e n t  f u n d s  m a y  i n c l u d e  s u c h  e v i ­
d e n c e  o f  t i t l e  a s  t h e  i n v e s t m e n t  o f f i c e r  s h a l l  
c o n s i d e r  s e c u r e  a n d  c o n s i s t e n t  w i t h  m o d e m  
i n v e s t m e n t ,  b a n k i n g  a n d  c o m m e r c i a l  p r a c ­
t i c e s ,  a n d  m a y  i n c l u d e  b o o k  e n t r y  a n d  a u t o ­
m a t e d  r e c o r d a t i o n  o f  s u c h  t i t l e .

( 2 )  E x c e p t  a s  p r o v i d e d  in  O R S  2 9 3 .7 4 1  
a n d  2 9 3 .7 4 6  (3) a n d  s u b s e c t i o n s  (1) a n d  (3)  o f  
t h i s  s e c t i o n ,  t h e  i n v e s t m e n t  o f f i c e r  s h a l l  c o l­
l e c t  t h e  p r i n c i p a l  a n d  i n t e r e s t  o r  o t h e r  i n ­
c o m e  o f  i n v e s t m e n t s  o f  t h e  i n v e s t m e n t  f u n d s ,  
t i t l e  o f  w h i c h  i s  i n  t h e  i n v e s t m e n t  o f f i c e r ' s  
c u s t o d y ,  w h e n  d u e  a n d  p a y a b l e ,  a n d  s h a l l  p a y  
t h e  p r i n c i p a l  a n d  i n t e r e s t  o r  o t h e r  i n c o m e ,  
w h e n  s o  c o l l e c t e d ,  i n t o  t h e  a p p r o p r i a t e  f u n d .  
E x c e p t  a s  o t h e r w i s e  p r o v i d e d  b y  l a w ,  i n t e r e s t  
o r  o t h e r  i n c o m e  o f  i n v e s t m e n t s  o f  f u n d s  i n  
t h e  h a n d s  o f  t h e  S t a t e  T r e a s u r e :  t h a t  a r e  n o t  
r e q u i r e d  to  m e e t  c u r r e n t  d e m a n d s  s h a l l  b e  
p a i d  i n t u  t h e  G e n e r a l  F u n d  to  b e  a v a i l a b l e  
f o r  t h e  p a y m e n t  o f  g e n e r a l  g o v e r n  ' i t a l  e x ­
p e n s e s .

(3 )  I n  t h e  e v e n t  o f  d e f a u l t  i n  t h e  p a y m e n t  
o f  p r i n c i p a l  o r  i n t e r e s t  o r  o t h e r  i n c o m e  o f  
a n y  i n v e s t m e n t  o f  t h e  i n v e s t m e n t  f u n d s ,  t h e  
i n v e s t m e n t  o f f ic e r ,  w i t h  t h e  a p p r o v a l  o f  t h e  
c o u n c i l ,  m a y :

( a )  I n s t i t u t e  t h e  p r o p e r  p r o c e e d i n g s  to  
c o l l e c t  t h e  m a t u r e d  p r i n c i p a l  o r  i n t e r e s t  o r  
o t h e r  i n c o m e .

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

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

(d )  M a k e  c o m p r o m i s e s  o r  a d j u s t m e n t s  a s  
to  f u t u r e  p a y m e n t s  o f  p r i n c i p a l  o r  i n t e r e s t  
o r  o t h e r  i n c o m e  a s  t h e  i n v e s t m e n t  o f f i c e r  
c o n s i d e r s  a d v i s a b l e  f o r  t h e  p u r p o s e s  o f  p r o ­
t e c t i n g  t h e  m o n e y s  i n v e s t e d .  [1967 c.335 §12; 1979 
c.475 §1; 1981 c.194 §2; 1991 c.33 §3]

293.755 [Formerly 291.614; repealed by 1967 c.335
§60]

2 9 3 . 7 5 6  S e p a r a t e  a c c o u n t i n g  f o r  f u n d s .
T h e  i n v e s t m e n t  o f f i c e r  s h a l l  k e e p ,  f o r  e a c h
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f u n d  i n c l u d e d  i n  t h e  i n v e s t m e n t  f u n d s  fo r  
w h i c h  i n v e s t m e n t s  a r e  m a d e ,  a  s e p a r a t e  a c ­
c o u n t ,  w h i c h  s h a l l  r e c o r d  t h e  i n d i v i d u a l  
a m o u n t s  a n d  t h e  t o t a l s  o f  a l l  i n v e s t m e n t s  o f  
m o n e y s  i n  t h e  f u n d .  [1967 c.335 §13]

293.760 [Fonnerlv 291.616; repealed bv 1967 c.335
§60]

2 9 3 .7 6 1  M o n t h l y  r e p o r t s  b y  i n v e s t m e n t  
o f f i c e r  w i t h  r e s p e c t  t o  f u n d s .  T h e  i n v e s t ­
m e n t  o f f i c e r  s h a l l  r e p o r t  m o n t h l y  to  t h e  o f f i ­
c e r  o r  b o d y  n a v i n g  c o n t r o l  a n d  
a d m i n i s t r a t i o n  o f  e a c h  f u n d  i n c l u d e d  i n  t h e  
i n v e s t m e n t  f u n d s  t h e  c h a n g e s  i n  i n v e s t m e n t s  
m a d e  d u r i n g  t h e  p r e c e d i n g  m o n t h  fo r  t h e  
f u n d .  I f  r e q u e s t e d  o y  t h e  o f f i c e r  o r  b o d y ,  t h e  
i n v e s t m e n t  o f f i c e r  s h a l l  f u r n i s h  t o  t h e  o f f i c e r  
o r  b o d y  t h e  d e t a i l s  o n  t h e  i n v e s t m e n t  t r a n s ­
a c t i o n s  ro r  a n y  f u n d .  [1967 c.335 §14]

293.765 [Formerly 291.616; reoealed by 1967 c.335
§60]

2 9 3 .7 6 6  M o n t h l y  r e p o r t s  b y  i n v e s t m e n t  
o f f i c e r  t o  c o u n c i l .  N o t  l a t e r  c h a n  15 d a y s  
a f t e r  t h e  l a s t  d a y  o f  e a c h  m o n t h ,  t h e  i n v e s t ­
m e n t  o f f i c e r  s h a l l  s u b n r ' t  to  t h e  c o u n c i l  a  
r e p o r t  o f  t h e  i n v e s t m e n t s  m a d e  d u r i n g  ch e  
p r e c e d i n g  m o n t h .  T h e  r e p o r t  s h a l l  i n c l u d e  a  
d e t a i l e d  s u m m a r y  o f  i n v e s t m e n t ,  r e i n v e s t ­
m e n t ,  p u r c h a s e ,  s a l e  a n d  e x c h a n g e  t r a n s ­
a c t i o n s ,  s e t t i n g  f o r t h ,  a m o n g  o t h e r  m a t t e r s ,  
t h e  i n v e s t m e n t s  b o u g h t ,  s o l d  a n d  e m n a n g e d ,  
t h e  d a t e s  t h e r e o f ,  t h e  p r i c e s  p a i d  a n d  o b ­
t a i n e d ,  t h e  n a m e s  o f  ‘■he d e a l e r s  i n v o l v e d  a n d  
a  s t a t e m e n t  o f  t h e  a c c o u n t s  r e f e r r e d  to  i n  
O R S  2 9 3 .7 5 6 .  T h e  i n v e s t m e n t  o f f ic e r  m a y  
s e n d  c o p ie s  o f  t h e  r e p o r t  t o  i n v e s t m e n t  • 
b a n k e r s  a n d  b r o k e r s  r e c o m m e n d e d  b y  t h e  
c o u n c i l .  [1967 c.335 §15]

293.770 [Formerly 291.620; repealed bv 1967 c.335
§60)

2 9 3 .7 7 1  R e p o r t s  b y  c o u n c i l  t o  G o v e r ­
n o r  a n d  l e g i s l a t u r e .  T h e  c o u n c i l  s h a l l  r e ­
p o r t  to  t h e  G o v e r n o r  a n d  L e g i s l a t i v e  
A s s e m b l y  o n  t h e  i n v e s t m e n t  f u n d s  i n v e s t ­
m e n t  p r o g r a m  a t  e a c h  r e g u l a r  s e s s i o n  o f  t h e  
L e g i s l a t i v e  A s s e m b l y  a n d  a t  o t h e r  t i m e s  a s  
t h e  c o u n c i l  c o n s i d e r s  i n  t h e  p u b l i c  i n t e r e s t .  
[1267 c.335 §161

293.775 (1963 c.520 §3; repealed by 1967 c.335 §60)

2 9 3 . 7 7 6  E x a m i n a t i o n  a n d  a u d i t  o f  i n ­
v e s t m e n t  p r o g r a m ;  r e p o r t .  T h e  c o u n c i l  
s h a l l  p r o v i d e  fo r  a n  e x a m i n a t i o n  a n d  a u d i t  
o f  t h e  i n v e s t m e n t  f u n d s  i n v e s t m e n t  p r o g r a m ,  
a n d  f o r  s u b m i s s i o n  to  t h e  c o u n c i l  o f  a  r e p o r t  
b a s e d  o n  t h e  e x a m i n a t i o n  a n d  a u d i t ,  a t  l e a s t  
o n c e  e v e r y  f o u r  y e a r s  a n d  a t  o t h e r  t i m e s  a s  
t h e  c o u n c i l  m a y  r e q u i r e .  T h e  e x a m i n a t i o n  
a n d  a u d i t ,  a n d  t h e  r e p o r t  b a s e d  t h e r e o n ,  
s h a l l  i n c l u d e  a n  e v a l u a t i o n  o f  c u r r e n t  i n ­
v e s t m e n t  f u n d s  i n v e s t m e n t  p o l i c i e s  a n d  p r a c ­
t i c e s  a n d  o f  s p e c i f i c  i n v e s t m e n t s  o f  t h e  
i n v e s t m e n t  f u n d s  i n  r e l a t i o n  to  t h e  o b j e c t i v e  
s e t  f o r t h  i n  O R S  2 9 3 . 7 2 1 ,  t h e  s t a n d a r d  s e t  
f o r t h  in  O R S  2 9 3 . 7 2 6  a n d  o t h e r  c r i t e r i a  a s

m a y  b e  a p p r o p r i a t e ,  a n d  r e c o m m e n d a t i o n s  
r e l a t i n g  to  t h e  i n v e s t m e n t  f u n d s  i n v e s t m e n t  
p o l i c i e s  a n d  p r a c t i c e s  a n d  t o  s p e c i f i c  i n v e s t ­
m e n t s  o f  t h e  i n v e s t m e n t  f u n d s  a s  a r e  c o n s i d ­
e r e d  n e c e s s a r y  o r  d e s i r a b l e .  T h e  c o u n c i l  
s h a l l  m a k e  c o p i e s  o f  t h e  r e p o r t  o r  a  s u m m a r y  
t h e r e o f  a v a i l a b l e  fo r  d i s t r i b u t i o n  to  i n t e r ­
e s t e d  p e r s o n s .  [1967 c.335 §17]

2 9 3 . 7 8 0  G r .  u p  a n n u i t y  c o n t r a c t s  w i t h  
i n s u r e r s  o n  b e h a l f  o f  P u b l i c  E m p l o y e s '  
R e t i r e m e n t  S y s t e m  a n d  B o a r d .  T h e  
O r e g o n  I n v e s t m e n t  C o u n c i l ,  f o r  a n d  o n  b e ­
h a l f  o f  t h e  P u b l i c  E m p l o y e s '  R e t i r e m e n t  S y s ­
t e m  a n d  P u b l i c  E m p l o y e s '  R e t i r e m e n t  B o a r d ,  
m a y  e n t e r  i n t o  g r o u p  a n n u i t y  c o n t r a c t s  w i t h  
o n e  o r  m o r e  i n s u r a n c e  c o m p a n i e s  a u t h o r i z e d  
to  d o  b u s i n e s s  i n  t h i s  s t a t e .  I n  l i e u  o f  a n y  
i n v e s t m e n t  o f  m o n e y s  i n  t h e  P u b l i c  
E m p l o y e s '  R e t i r e m e n t .  F u n d  a s  p r o v i d e d  i n  
O R S  2 9 3 .7 0 1  to  2 9 3 . 7 ' 6 ,  2 9 3 .S 1 0  a n d  2 9 3 .8 2 0 ,  
t h e  c o u n c i l  m a y  p a y ,  u  t i m e  to  t i m e  u n d e r  
c o n t r a c t s  s o  e n t e r e d  int_>, a n y  m o n e y s  i n  t h a t  
f u n d  a v a i l a b l e  f o r  i n v e s t m e n t  p u r p o s e s .  C o n ­
t r a c t s  s o  e n t e r e d  i n t o  a r e  n o t  s u b j e c t  to  O R S
2 7 9 .5 4 5  to  2 7 9 .7 4 6 .  [1967 c.335 §13]

2 9 3 . 7 9 0  H o l d i n g ,  i n v e s t i n g  a n d  d i s p o s ­
i n g  o f  c o r p o r a t e  s t o c k .  (1 )  U n d e r  a u t h o r i t y  
o f  s e c t i o n  6, A r t i c l e  X I  o f  t h e  O r e g o n  C o n ­
s t i t u t i o n ,  t h e  s t a t e ,  s u b j e c t  t o  s u b s e c t i o n  (2 )  
o f  t h i s  s e c t i o n ,  m a y  h o l d  a n d  d i s p o s e  o f  t h e
s t o c k  o f  a n y  c o m p a n y ,  a s s o c i a t i o n  o r  c o r p o ­
r a t i o n ,  i n c l u d i n g  s t o c k  a l r e a d y  r e c e i v e d ,  t b a t
i s  d o n a t e d  o r  b e q u e a t h e d  a n d  t h e  s t a t e ,  a c t ­
i n g  b y  a n d  t h r o u g h  t h e  S t a t e  B o a r d  o f  
H i g h e r  E d u c a t i o n ,  s u b j e c t  t o  s u b s e c t i o n  (2 )  
o f  t h i s  s e c t i o n ,  m a y  i n v e s t  a n d  r e i n v e s t  i n  
t h e  s t o c k  o f  a n y  c o m p a n y ,  a s s o c i a t i o n  o r  
c o r p o r a t i o n ,  a n v  f u n d s  o r  m o n e y s  o f  t h e  
S t a t e  B o a r d  o f  f l i g h e r  E d u c a t i o n  t n a t :

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

l b )  A r e  t h e  p r o c e e d s  f r o m  t h e  d i s p o s i t i o n  
o f  s t o c k  t h a t  i s  d o n a t e d  o r  b e q u e a t h e d  fo r
h i g h e r  e d u c a t i o n  p u r p o s e s ,  i n c l u d i n g  s t o c k  
a l r e a d y  r e c e i v e d ;  o r

(c)  A r e  d i v i d e n d s  p a i d  w i t h  r e s p e c t  to  
s t o c k  t h a t  i s  d o n a t e d  o r  b e q u e a t h e d  fo r  
h i g h e r  e d u c a t i o n  p u r p o s e s ,  i n c l u d i n g  s t o c k
a l r e a d y  r e c e i v e d .

(2 )  T h e  s t a t e ,  i n c l u d i n g  a n y  o f  i t s  a g e n ­
c i e s  h a v i n g  c o n t r o l  of,  o r  a u t h o r i t y  to  i n v e s t  
a n d  r e i n v e s t  i n ,  a n y  s t o c k  d e s c r i b e d  i n  s u b ­
s e c t i o n  (1 )  o f  t h i s  s e c t i o n ,  i n  h o l d i n g ,  d i s p o s ­
i n g  o f  o r  i n v e s t i n g  a n d  r e i n v e s t i n g  i n  s u c h  
s t o c k ,  s h a l l  b e  g o v e r n e d  b y  O R S  1 2 8 .0 5 7  a n d  
1 2 8 .0 6 5 ,  n o t w i t h s t a n d i n g  t h e  d a t e  o f  a c q u i s i ­
t i o n  o f  s u c h  s t o c k .  M o n e y s  r e c e i v e d  f r o m  t h e  
d i s p o s i t i o n  c f  s u c h  s t o c k ,  i n c l u d i n g  d i v i ­
d e n d s ,  s h a l l  b e  m a i n t a i n e d  s e p a r a t e  a n d  d i s ­
t i n c t  f r o m  m e  G e n e r a l  F u n d ,  a n d  t h o s e  
m o n e y s ,  i n c l u d i n g  i n t e r e s t  e a r n e d  t h e r e o n ,  
a r e  a p p r o p r i a t e d  c o n t i n u o u s l y  f o r  t h e  p u r -
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RECEIVING, DISBURSING, INVESTING FUNDS 293.822

poses of the donation or bequest and of the 
investm ents and reinvestm ents authorized by 
subsection (1) of this section and by ORS 
351.130. Except as specifically authorized by 
law,- the sta te  or any of its agencies may not 
purchase stock.

(3) This section does not apply to invest­
m ent and reinvestm ent of moneys in the 
Public Employes' Retirem ent Fund and In­
dustria l Accident Fund or to acquisition, re ­
tention, m anagem ent and disposition of 
investm ents of those funds as provided in 
OAC 293.701 to 293.776. 293.S10 and 293.820.
[Formerly 291.630; 1967 c.335 §32; 1971 c.339 §1; 19S9 c.966 
§21]

293.805 [1971 c.339 §2; repealed by 1975 c.363 §2]

IN V ESTIN G  LOCAL FU N D S
293.810 D iv estm en t o f loca l g o v e rn ­

m e n t fu n d s; r e s tr ic t io n s . N otw ithstanding 
anything to the contrary in ORS 293.721 to
293.736, as to funds tendered to the invest­
m ent officer by m y county, m unicipality, 
school d istric t or o ther political subdivision 
of the sta te  for investm ent p u rsuan t to ORS 
294.S05 to 294.895:

(1) The investm ent officer shall a t all 
times hold investm ents which m ature  in 
three years or less, in an am ount not less 
than  an am oun'- equal to the aggregate of all 
funds placed with the investm ent officer by 
local governments under ORS 294.SOS to
294.895, which investm ents shall be from the 
fimds defined in ORS 293.701 (2)(r).

(2) N otw ithstanding subsection (1) of this 
section, the investm ent officer m ay purchase 
legally issued general obligations of the 
United S tates and of the agencies and 
instrum entalities of the U nited S tates if the 
seller thereof has agreed to repurchase the 
sam e within 90 days following the date on 
which the investm ent officer m akes the. in ­
vestm ent therein. If the m aturity  of the se­
curity  exceeds 18 m onths, the price paid by 
the investm ent officer for such security  may 
not exceed 98 percent of the cu rren t m arket 
value.

(3) In m aking investm ents of such funds, 
the investm ent officer shall not:

(a) Make a comm itm ent to invest funds 
or sell securities more th an  14 business days 
prior to the anticipated date of settlem ent of 
the purchase or sale transaction;

(b) Enter into any agreem ent to invest 
funds or sell securities for fu ture delivery for 
a fee ocher th an  interest;

(c) Lend securities to any person or in­
stitution, except on a  fully collateralized ba­
sis;

(d) Pay for any securities purchased by 
the investm ent officer until the investm ent

officer has received physical possession, or 
o ther sufficient evidence, as determ ined un­
der ORS 293.751 (1), of title thereof. How­
ever, the investm ent officer m ay instruct any 
custodian bank, as defined in ORS 295.005
(2), to accept securities on the investm ent 
officer's behalf against paym ent therefor pre­
viously deposited with the institu tion  by the 
investm ent officer; or

(e) Deliver securities to the purchaser 
thereof upon sale prior to receiving paym ent 
in  full therefor. Plowever, the investm ent of­
ficer m ay deliver the securities to any custo­
dian bank, as defined in ORS 295.0G5 (2), 
upon instructions to hold the securities 
pending receipt by the institu tion  of full 
paym ent therefor. (1981 c.8S0 §2; 1991 c.S3 §4]

293.820 S e p a ra te  a c co u n ts  fo r e a c h  lo ­
c a l g o v e rn m e n t; r e p o r t;  in v e s tm e n t ru le s .
(1) W hen the investm ent officer invests the 
funds of any county, m unicipality, school 
d istric t or o ther political subdivision of th is 
state , the investm ent officer shall keep a 
separa te  account for each such governm ental 
un it the funds of which are being invested.

(2) The investm ent officer shall report 
m onthly to each such governm ental un it the 
changes m ade during the preceding m onth in 
the investm ents for the account of th a t gov­
ernm ental unit. The monthly reports shall be 
provided to the governm ental units w ithin 30 
days after the end of the m onth to which 
they pertain .

(3) All funds invested by the investm ent 
officer shall be invested in accordance w ith 
rules adopted or readopted a t least annually  
by the Oregon Short Term Fund Board and 
approved by the Oregon Investm ent Council. 
Such rules shall be published, shall be made 
available to all in terested  parties and shall 
be distributed at least annually  to all local 
governm ents investing funds pursuan t to 
ORS 294.805 to 294.S95. [1981 c.880 §3]

IN V ESTM EN T PO O LS
293.S22 In v e s tm e n t pools a u th o r iz e d . 

The Legislative Assembly recognizes th a t 
changes in federal arbitrage regulations have 
imposed substan tia l additional financial and 
adm inistrative burdens on sta te  agencies and 
local governm ents which issue tax-exempt 
obligations. The impact of these burdens is 
exacerbated by the fiscal restrictions placed 
on these agencies and governm ents by sec­
tion l ib ,  Article XI of the Oregon C onstitu­
tion. The Legislative Assembly finds th a t it 
will benefit the citizens of the state  to au ­
thorize the S tate T reasu rer to create one or 
more investm ent pools which are designed to 
reduce these burdens of compliance w ith 
federal arb itrage rules. (1991 c.902 §1C7]
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RECEIVING, DISBURSING, INVESTING FUNDS 293.822

poses of the donation or bequest and of the 
investm ents and reinvestm ents authorized by 
subsection (1) of this section and by ORS 
351:130. Except as specifically authorized by 
law, the state  or any of its agencies may not 
purchase stock.

(3) This section does not apply to invest­
m ent and reinvestm ent of moneys in the 
Public Employes' Retirem ent Fund and In ­
dustrial Accident Fund  or to acquisition, re ­
tention, m anagement and disposition of 
investm ents of those funds as provided in 
ORS 293.701 to 293.776, 293.810 and 293.820.
[Formerly 291.630; 1967 c.335 §32; 1971 c.339 §1; 1939 c.966 
§21]

293505 (1971 c.339 §2; repealed by 1975 c.363 §2]

I N V E S T I N G  L O C A L  F U N D S

293.S10 In v e s tm e n t o f local g o v e rn ­
m e n t fu n d s; r e s tr ic t io n s . N otw ithstanding 
anything to the contrary in ORS 293.721 to
293.736, as to funds tendered to the invest­
m ent officer by any county, m unicipality, 
school d istrict or o ther political subdivision 
of tne sta te  for investm ent pu rsuan t to ORS
294.805 to 294.895:

(1) The investm ent officer shall a t all 
tim es hold investm ents which m ature in 
three years or less, in an am ount not less 
th an  an  amount equal to the aggregate of all 
funds placed w ith the investm ent officer by 
local governments under ORS 294.805 to 
294.S95, which, investm ents shall be from the 
funds defined in ORS 293.701 (2)(r).

(2) N otw ithstanding subsection (1) of this 
section, the investm ent officer m ay purchase 
legally issued general obligations of the 
U nited States and of the agencies and 
instrum entalities of the U nited S tates if the 
seller thereof has agreed to repurchase the 
sam e within 90 days following the date on 
which the investm ent officer m akes the in ­
vestm ent therein. I f  the m aturity  of the se­
curity exceeds 18 m onths, the price paid by 
the investm ent officer for such security  may 
not exceed 98 percent of the curren t m arket 
value.

(3) In m aking investm ents of such funds, 
the investm ent officer shall not:

(a) Make a com m itm ent to invest funds 
or sell securities more than  14 business days 
prior to the anticipated  date of settlem ent of 
the purchase or sale transaction;

(b) Enter into any agreem ent to invest 
funds or sell securities for future delivery for 
a fee other th an  in terest;

(c) Lend securities to any person or in­
stitu tion , except on a fully collateralized ba- 
sis;

(d) Pay for any securities purchased by 
the investm ent officer until the investm ent

officer has received physical possession, or 
o ther sufficient evidence, as determ ined un­
der ORS 293.751 (1), of title thereof. How­
ever, the investm ent officer m ay instruct any 
custodian, bank, as defined in  ORS 295.005 
(2), to accept securities on the investm ent 
officer's behalf against paym ent therefor pre­
viously deposited with the in stitu tion  by the 
investm ent officer; or

(e) Deliver securities to the purchaser 
thereof upon sale prior to receiving paym ent 
in  full therefor. However, the investm ent of­
fice. may deliver the securities to any custo­
dian o_nk, as defined in ORS 295.005 (2), 
upon instructions to hold the securities 
pending receipt by the in stitu tion  of full 
paym ent therefor. [1981 c.880 §2; 19S1 c.88 §4]

293.820 S e p a ra te  a c co u n ts  fo r  each  lo ­
c a l g o v e rn m e n t; re p o r t;  in v e s tm e n t ru le s .
(1) W hen the investm ent officer invests the 
funds of any county, m unicipality, school 
d istric t or o ther political subdivision of this 
sta te , the investm ent officer shall keep a 
separa te  account for each such governm ental 
un it the funds of which are being invested

(2) The investm ent officer shall report 
m onthly to each such governm ental unit the 
changes made during the preceding m onth in 
the investm ents for the account of tha t gov­
ernm ental unit. The m onthly reports shall be 
provided to the governm ental un its  within 30 
days after the end of the m onth to which 
they pertain.

(3) All funds invested by the investm ent 
officer shall be invested in accordance with 
rules adopted or readopted a t least annually 
by the Oregon Short Term Fund Board and 
approved by the  Oregon Investm ent Council. 
Such rules si all be published, shall be made 
available to all interested parties and shall 
be distributed a t least annually  to all local 
governm ents investing funds pu rsuan t to 
ORS 294.S05 to 294.895. (1981 c.S30 §3]

I N V E S T M E N T  P O O L S

293.822 In v e s tm e n t poo ls  a u th o r iz e d . 
The Legislative Assembly recognizes tha t 
:hanges in federal arbitrage regulations have 
imposed substan tial additional financial and 
adm inistrative burdens on s ta te  agencies and 
local governm ents which issue tax-exempt 
obligations. The im pact of these  burdens is 
exacerbated by the fiscal restric tions placed 
on these agencies and governm ents by sec­
tion l ib ,  Article XI of the Oregon Constitu­
tion. The Legislative Assembly finds th a t it 
will benefit the citizens of th e  sta te  t > au ­
thorize the S tate T reasurer to create oue or 
more investm ent pools which are designed to 
reduce these burdens of compliance w ith 
federal arbitrage rules. [1991 c.902 §1071
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293.S24 In v e s tm e n t pool p ro c e d u re s ; 
d u tie s  o f S ta te  T re a s u re r . (1) As used in 
this section;

(a) “Council” mea is the Oregon Invest­
m ent Council.

(b) “Governm ental unit” has the m eaning 
given the term under ORS 288.150.

(c) “Investor" m eans an en tity  which de­
posits proceeds with the S tate T reasu rer for 
investm ent in a pool.

(d) “Pool” m eans a fund or account es­
tablished by the S tate T reasurer for the in­
vestm ent of proceeds for one or more 
investors, pu rsuan t to this section.

(e) “Proceeds” m eans funds obtained from 
the sale of tax-exempt obligations, and other 
funds which secure, or are held to pay debt 
service on, tax-exem pt obligations.

(0 “Tax-exempt obligations” m eans bonds, 
notes, certificates or other obligations, the 
in terest on which is excluded from gross in ­
come under the U nited S tates In te rnal Re­
venue Code.

(2) In  addition to the o ther powers 
granted to the S tate Treasurer, the State 
T reasu rer m ay create one or more pools for 
the investm ent ol proceeds. The pools shall 
be separate and distinct from the G eneral 
Fund. Amounts in a pool shall be invested 
under the standards for investm ent of state  
funds which are provided in ORS 298.701 to
293.776. However, the investm ent objective 
for the pools shall be to make the am ounts 
therein  as productive to the investor as is 
adm inistratively reasonable, taking into ac­
count restrictions imposed by the United 
S tates on the investm ent of the proceeds and 
the ability of the investor to re ta in  invest­
m ent earnings for its benefit. Am ounts in a 
pool shall be invested according to policies 
established bv the Oregon Investm ent Coun­
cil. ORS 293.810 (1), (2) and (3)(a) and 293.S20 
shall not apply to investm ents of am ounts in 
a pool. The S tate T reasurer or the council 
m ay enter into agreem ents w ith investors 
regarding the investm ent of proceeds in a 
pool authorized by this section and m ay take 
o ther action reasonably required to establish 
and operate pools for the investm ent of pro­
ceeds in a m anner which reduces the burden 
on investors of complying w ith federal 
arbitrage laws.

(3) The State T reasurer or the council 
may contract for tru st, investm ent m anage­
m ent, legal, accounting, financial advisory 
and other services with respect to the funds 
invested in a pool. Costs of the services may 
be paid from earnings on proceeds invested 
in a pool, from fees charged to investors or 
from any other legally available funds. The 
State T reasurer m ay charge investors fees 
for deposit or w ithdrawal of am ounts from a

pool. The fees shall not exceed the S ta te  
T reasurer's  reasonable estim ate of the costs 
of creating and operating the pool.

(4) The S tate T reasurer shall establish 
policies and procedures for the  allocation of 
pool expenses, earnings and losses among in­
vestors in a pool, and for the deposit and 
w ithdraw al of am ounts in a  pool. N et 
earnings on am ounts in pools shall be d is­
tribu ted  among investors in accordance w ith 
the policies and procedures established by 
the S tate T reasurer.

(5) The State of Oregon, its  agencies, 
governm ental units and trur* '° s  which hold 
proceeds may invest proceeds vugh the 
S ta te  T reasurer in a pool. [1991 c . . " "

O R EG O N  A N TI-A PA R TH EID  ACT OF 
1987

293.830 S h o r t title . ORS 293.830 to
293.870 may be cited as the “Oregon Anti- 
A partheid Act of 1987.” [1987 c.193 §l]

N ote: 293.830 to 293.870 were enacted into law by 
the Legislative Assembly but were not added to or made 
a part of ORS chapter 293 or any series therein by leg­
islative action. See Preface to Oregon Revised Statutes 
for further explanation.

293.S35 D efin itions fo r ORS 293.830 to  
293.870. As used in ORS 293.830 to 293.870;

(1) “Business arrangem ents” m eans 
projects, ventures, undertakings, contractual 
relations or o ther efforts requ iring  ongoing 
or periodic performance by e ither or both 
parties.

(2) “B usiness entity1’ m eans any organ­
ization, firm, association, corporation, part­
nersh ip  or venture, or its subsidiary or 
affiliate, which exists for profit-m aking pur­
poses or otherw ise to secure economic ad­
vantage.

(3) “B usiness operations” m eans the 
m aintenance of equipm ent, facilities, person­
nel or any o ther apparatus of business or 
commerce, including the ownership or pos­
session of real or personal property  located 
in South Africa.

(4) “D irectly  investing” m eans owning 10 
percent or more of one or more business en ­
tities in  South Africa, as identified by the 
Investor Responsibility Research Center.

(5) “Investm en t” or “invest” m eans the 
comm itm ent of funds or other assets to a 
business entity, including a loan or o ther 
extension of credit made to th a t  entity, or 
security  given for the other assets to th a t 
business entity , or the beneficial ownership 
or control of a  share  or in te res t in th a t 
business entity , or of a bond or other debt 
instrum ent issued by th a t business entity.

(6) “South Africa" means the Republic of 
South Africa, any territo ry  under the adm in­
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i s t r a t i o n ,  l e g a l  o r  i l l e g a l ,  o f  S o u t h  A f r i c a  a n d  
t h e  “B a n t u s t a n s "  o r  " h o m e l a n d s . "

(7 )  " S t a t e  m o n e y s ” m e a n s  a l l  m o n e y s ,  
b o n d s  a n d  s e c u r i t i e s  i n  p o s s e s s i o n  o f  o r  c o l ­
l e c t e d  b y  a n y  s t a t e  a g e n c y .

(8 )  “S t a t e  t r u s t  f u n d "  m e a n s  a n y  i n v e s t ­
m e n t  f u n d  c h a t  i s  h e l d  i n  t r u s t  b y  t h i s  s t a t e .

(9 )  “S t r a t e g i c  p r o d u c t s  o r  s e r v i c e s ” 
m e a n s  a r t i c l e s  d e s i g n a t e d  a s  a r m s ,  a m m u n i ­
t i o n  a n d  i m p l e m e n t s  o f  w a r ,  a s  d e f i n e d  i n  t h e  
U n i t e d  S t a t e s  C o d e  c f  F e d e r a l  R e g u l a t i o n s  
2 2  P a r t  1 2 1 ,  a n d  d a t a  p r o c e s s i n g  e q u i p m e n t  
a i  d  c o m p u t e r s  s o l d  f o r  m i l i t a r y  o r  p o l i c e  u s e  
i n  h e  R e p u b l i c  o f  S o u t h  A f r i c a .

(1 0 )  “S u b j e c t  i n v e s t m e n t  f u n d s ” m e a n s :
( a )  T h e  P u b l i c  E m p l o y e s '  R e t i r e m e n t  

F u n d  d e s c r i b e d  i n  O R S  2 3 7 .2 7 1 ;

(b )  T h e  I n d u s t r i a l  A c c i d e n t  F u n d  d e ­
s c r i b e d  in  O R S  6 5 6 . 6 3 2 :

(c) T h e  C o m m o n  S c h o o l  F u n d ;

(d )  T h e  O r e g o n  W a r  V e t e r a n s '  F u n d ;

(e )  I n v e s t m e n t  f u n d s  o f  t h e  S t a t e  B o a r d  
o f  H i g h e r  E d u c a t i o n  l a w f u l l y  a v a i l a b l e  f o r  
i n v e s t m e n t s  o r  r e i n v e s t m e n t s  b y  t h e  O r e g o n  
I n v e s t m e n t  C o u n c i l  o r  S t a t e  T r e a s u r e r ;  o r

( 0  A n y  f u n d s  i n  t h e  c u s t o d y  o f  t h e  
O r e g o n  I n v e s t m e n t  C o u n c i l  o r  S t a t e  T r e a s ­
u r e r  t h a t  a r e  n o t  r e q u i r e d  to  m e e t  s h o r t - t e r m  
d e m a n d s .  [1987 c.193 §3; 1991 e.135 §11

Note: See note under under 293.S30.

293.8*10 F i n d i n g s .  (1 )  T h e  L e g i s l a t i v e  A s ­
s e m b l y  o p p o s e s  t h e  a p a r t h e i d  p o l i c i e s  o f  t h e  
R e p u b l i c  o f  S o u t h  A f r i c a .

(2 )  T h e  L e g i s l a t i v e  A s s e m b l y  f in d s :

( a )  T h e  l a w  o f  a p a r t h e i d  i n  S o u t h  A f r i c a  
e n f o r c e s  a  s o c i a l ,  p o l i t i c a l  a n d  e c o n o m i c  
s t r u c t u r e  w h i c h  i n s t i t u t i o n a l i z e s  i n e q u a l i t y  
s o l e l y  b a s e d  o n  r a c e .

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

(c) T h e  U n i t e d  S t a t e s  o f  A m e r i c a ,  u n d e r  
t h e  F e d e r a l  A n t i - A p a r t h e i d  A c t  o f  1 9 8 6 ,  h a s  
r e j e c t e d  t h e  s v s t e m  o f  a p a r t h e i d  a s  i m m o r a l  
a n d  i n d e f e n s i b l e ;  a n d  e n c o u r a g e s  t h e  e s t a b ­
l i s h m e n t  o f  a  n o n r a c i a l ,  d e m o c r a t i c  f o r m  o f  
g o v e r n m e n t .

(d )  T h e  p r a c t i c e  o f  a p a r t h e i d  i n  S o u t h  
A f r i c a  is  r e p u g n a n t  to  t h e  p r i n c i p l e s  o f  l i b ­
e r t y  a n d  j u s t i c e  f o u n d  i n  t h e  B i l l  o f  R i g h t s ,  
A r t i c l e  I o f  t h e  O r e g o n  C o n s t i t u t i o n ,  w h i c h  
a r e  f u n d a m e n t a l  to  t h e  c h a r a c t e r  o f  a  f r e e  
s o c i e t y .

(e) T h e  i n v e s t m e n t  o f  O r e g o n  t r u s t  f u n d s  
a n d  s t a t e  m o n e y s  i n  b u s i n e s s  f i r m s  a n d  fi­
n a n c i a l  i n s t i t u t i o n s  w i t h  c lo s e  t i e s  to  S o u t h  
A f r i c a  is f i s c a l l y  i m p r u d e n t ,  g i v e n  t h e  p o l i ­
t i c a l  a n d  e c o n o m i c  i n s t a b i l i t y  i n  S o u t h
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A f r i c a ,  a n d  i n c o n s i s t e n t  w i t h  t h e  m o r a l  a n d  
p o l i t i c a l  v a l u e s  o f  t h e  p e o p l e  o f  O r e g o n .

( 0  I n w - . t m e n t  I n  b a n k s  a n d  c o m p a n i e s  
d o i n g  b u s i n e s s  i n  a n d  w i t h  S o u t h  A f r i c a  
c o n t r i b u t e  d i r e c t l y  o r  i n d i r e c t l y  t o  t h e  p e i -  
p e t u a t i o n  c f  a  s y s t e m  w h i c h  w e  o p p o s e .

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

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

c o m p a r a b l e  r a t e s  a n d  r e t u r n .  [1987 c.193 §2; 1991 
c.135 §2]

N ote: See note under 293.830,

2 9 3 . S 4 5  R e v i e w  o f  i n v e s t m e n t  p o l i c i e s  
o f  s t a t e .  (1 )  I n  c o n s u l t a t i o n  w i t h  t h e  O r e g o n  
I n v e s t m e n t  C o u n c i l ,  t h e  S t a t e  T r e a s u r e r  
s h a l l  r e v i e w  t h e  i n v e s t m e n t  p o l i c i e s  o f  t h i s  
s t a t e  to  d e t e r m i n e  c o n s i s t e n c y  w i t h  t h e  l e g ­
i s l a t i v e  po licy ,  f i n d i n g s  a n d  p r o v i s i o n s  o f  
O R S  2 9 3 .8 3 0  to  2 9 3 .S 7 0 .

(2 )  N o  l a t e r  t h a n  J a n u a r y  15, 19S8, a T e r  
p u b l i c  h e a r i n g ,  t h e  O r e g o n  I n v e s t m e n t  
C o u n c i l  a n d  t h e  S t a t e  T r e a s u r e r  s h a l l  a d o p t  
a n  i n v e s t m e n t  p o l i c y  a n d  p r o c e d u r e s  t h a t  e s ­
t a b l i s h  a n d  i m p l e m e n t  a  p r u d e n t  a l t e r n a t i v e  
f o r  i n v e s t m e n t s  i n  S o u t h  A f r i c a ,  c o n s i s t e n t  
w i t h  t h e  u o l icy ,  f i n d i n g s  a n d  p r o v i s i o n s  o f  
O R S  2 9 3 .S 3 0  to  2 9 3 .8 7 0 .  (1987 c.193 §4; 1991 c.135 
§3]

Note: See note under 293.330.

2 9 3 . 8 5 0  I n v e s t m e n t  p r o h i b i t i o n s .  O n  
a n d  a f t e r  J u l y  1, 1 9 S 7 ,  i n  d i v e s t i t u r e  P h a s e  I 
o f  t h e  d i v e s t i t u r e  p r o g r a m ,  a l l  i n v e s t o r s  o f  
s t a t e  t r u s t  f u n d s  a n d  s t a t e  m o n e y s  a r e  p r o ­
h i b i t e d  f ro m :

( 1 )  M a k i n g  a n y  n e w  l o a n s ,  e x t e n d i n g  n e w  
c r e d i t  o r  m a f i n g  a n y  o c h e r  n e w  i n v e s t m e n t  
i n  S o u t h  A f r i c a ;

(2 )  F i n a n c i a l l y  c o n t r i b u t i n g  to  t h e  d e v e l ­
o p m e n t  o f  t e c h n o l o g y  f o r  r e s e a r c h ,  d e v e l o p ­
m e n t  o r  p r o d u c t i o n  o f  n e w  S o u t h  A f r i c a n  
e n e r g y  r e s o u r c e s  o r  s t r a t e g i c  p r o d u c t s  o r  
s e r v i c e s ;

(3 )  M a k i n g  a n y  d e p o s i t s  i n  S o u t h  A f r i c a n  
b a n k s ;

i4 )  K n o w i n g l y  m a i n t a i n i n g  d e p o s i t s  in  
b a n k s  c o n t i n u i n g  t o  l e n d  d i r e c t l y  to  b u s i n e s s  
e n t i t i e s  o w n e d  b y  o r  h e a d q u a r t e r e d  i n  S o u t h  
A f r i c a ;

(5 )  K n o w i n g l y  m a i n t a i n i n g  d e p o s i t s  i n  
b a n k s  c o n t i n u i n g  to  l e n d  d i r e c t l y  to  t h e  g o v ­
e r n m e n t  o f  S o u t h  A f r i c a ;  o r

(6 )  H a v i n g  i n v e s t m e n t s  i n  a n y  b u s i n e s s  
e n t i t y  o w n e d ,  w h o l l y  o r  i n  p a r t ,  b y  t h e  g o v ­
e r n m e n t  o f  S o u t h  A f r i c a .  [1987 c.193 §5; 1991 c.135 
§4)

Note: See note under 293.S30.

2 9 3 .8 5 5  E v a l u a t i o n  o f  i n v e s t m e n t s  b y  
S t a t e  T r e a s u r e r ;  d i v e s t i t u r e ;  p r o c e d u r e .
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T o  b e g i n  n o  l a t e r  t h a n  F e b r u a r y  15 ,  1 98 8 ,  
a n d  c o n t i n u i n g  t h e r e a f t e r ,  u n t i l  F e b r u a r y  15. 
1992, i n  d i v e s t i t u r e  P h a s e  I I  o f  t h e  
d i v e s t i t u r e  p r o g r a m :

(1)  T h e  S t a t e  T r e a s u r e r  s h a l l  m a k e  e v e r y  
r e a s o n a b l e  e f f o r t  to  e v a l u a t e  a l l  i n v e s t m e n t s  
o f  s u b j e c t  i n v e s t m e n t  f u n d s  d u r i n g  P h a s e  II . 
I n  c o o p e r a t i o n  w i t h  t h e  S t a t e  T r e a s u r e r ,  t h e  
O r e g o n  I n v e s t m e n t  C o u n c i l  s h a l l  r e p o r t  r e g ­
u l a r l y  to  t h e  g o v e r n i n g  b o d i e s  o f  t h e  s u b j e c t  
i n v e s t m e n t  f u n d s  i n  b u s i n e s s  e n t i t i e s  f o u n d  
n o t  to  c o m p l y  w i t h  t h e  p o l i c y ,  f i n d i n g s  a n d  
p r o v i s i o n s  o f  O R S  2 9 3 . 8 3 0  to  2 9 3 .S 7 0 .

(2)  T h e  O r e g o n  I n v e s t m e n t  C o u n c i l  s h a l l  
o r d e r  d i v e s t i t u r e  a n d  t h e  S t a t e  T r e a s u r e r  
s h a l l  p r o c e e d  i n  a n  o r d e r l y ,  p r u d e n t  m a n n e r ,  
in. a c c o r d a n c e  w i t h  O R S  2 9 3 .7 2 1  a n d  2 9 3 .7 2 6 ,  
to  d i v e s t  f u n d s  i n  s t o c k s  a n d  b o n d s  i n  U n i t e d  
S t a t e s  b u s i n e s s  e n t i t i e s  d i r e c t l y  i n v e s t i n g  i n  
S o u t h  A f r i c a .  T h e  c o u n c i l  a n d  t h e  S t a t e  
T r e a s u r e r  s h a l l  e n d e a v o r  to  m e e t  a  m i n i m u m  
a n n u a l  d i v e s t i n g  e q u a l  to  o n e - f o u r t h  o f  t h e  
v a l u e  o f  i n v e s t m e n t s  u l t i m a t e l y  to  b e  
d i v e s t e d .

(3 )  I n  o r d e r  to  e f f e c t  a n  o r d e r l y  a n d  p r u ­
d e n t  d i v e s t m e n t  i n  a c c o r d a n c e  w i t h  O R S
2 9 3 .8 3 0  to  2 9 3 .8 7 0 ,  e v e r y  t h r e e  m o n t h s  c o m ­
m e n c i n g  J a n u a r y  15, 19 S S , t h e  i n v e s t m e n t  
s t a f f  o f  t h e  S t a t e  T r e a s u r e r ' s  o f f ic e  a n d  t h e  
p r i v a t e  i n v e s t m e n t  m a n a g e r s  a u t h o r i z e d  b y  
O R S  2 9 3 .7 4 1  s h a l l  id e n t i f y ,  f r o m  t h e  c u r r e n t  
I n v e s t o r  R e s p o n s i b i l i t y  R e s e a r c h  C e n t e r  l i s t  
o f  b u s i n e s s  e n t i t i e s  w i t h  d i r e c t  i n v e s t m e n t s  
i n  S o u t h  .A fr ica ,  w h i c h  s t o c k s  a n d  b o n d s  in  
t h e  m a n a g e r ' s  p o r t f o l i o  m a y  p r u d e n t l y  b e  r e ­
p l a c e d ,  g i v e n  t h e  m a n a g e r ' s  i n v e s t m e n t  s t y l e .  
E v e r y  t h r e e  m o n t h s ,  t h e  S t a t e  T r e a s u r e r  
s h a l l  p r o v i d e  e a c h  m a n a g e r  w i t h  a  l i s t  o f  r e ­
s t r i c t e d  s t o c k s  a n d  b o n d s  to  b e  d i v e s t e d  f r o m  
t h a t  m a n a g e r ' s  p o r t f o l i o .  T h e  r e s t r i c t e d  l i s t  
s h a l l  b e  c o n t i n u a l l y  r e v i e w e d  a n d  r e v i s e d  a s  
n e c e s s a r y .  C o p i e s  o f  t h e  l i s t  s h a l l  b e  s e n t  to  
t n e  m e m b e r s  o f  t h e  O r e g o n  I n v e s t m e n t  
C o u n c i l .  (19S7 c.193 §6; 1991 c.135 §51

Note: See note under 293.830.

2 9 3 .S 6 0  G r a c e  p e r i o d .  (1 )  I n  i m p l e m e n ­
t a t i o n  o f  P h a s e  I I  O R S  2 9 3 . S 5 5 ,  t h e  O r e g o n  
I n v e s t m e n t  C o u n c i l  m a y  o r d e r  t h e  t r e a s u r e r  
to  g r a n t  a  g r a c e  p e r i o d  n o t  to  e x t e n d  b e y o n d  
F e b r u a r y  15, 1 9S 9 ,  a p p l i c a b l e  to  a  U n i t e d  
S t a t e s  b u s i n e s s  e n t i t y  d i r e c t l y  i n v e s t i n g  i n  
S o u t h  A f r i c a  i f  b y  r e s o l u t i o n  o f  i t s  g o v e r n i n g  
b o d y ,  t h e  b u s i n e s s  e n t i t y  a d o p t s  a  p o l i c y  n o t  
to  e x p a n d  e x i s t i n g  b u s i n e s s  o p e r a t i o n s  o r  to  
e s t a b l i s h  n e w  b u s i n e s s  o p e r a t i o n s  i n  S o u t h  
A f r i c a ,  o r  to  r e n e w  e x i s t i n g  b u s i n e s s  a r ­
r a n g e m e n t s ,  o r  to  m a k e  a d d i t i o n a l  n e w  b u s i ­
n e s s  a r r a n g e m e n t s  w i t h  t h e  g o v e r n m e n t  o f  
S o u t h  A f r i c a .

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

s e c t i o n  (1 )  o f  t h i s  s e c t i o n  t o  t h e  O r e g o n  I n ­
v e s t m e n t  C o u n c i l  a n d  t h e  S t a t e  T r e a s u r e r .  
T h e  b u s i n e s s  e n t i t y  s h a l l  a l s o  s u b m i t  i n f o r ­
m a t i o n  w h i c h  p r o v i d e s  a  d e s c r i p t i o n  o f  t h e  
b u s i n e s s  a g r e e m e n t s  a n d  a r r a n g e m e n t s  i n  
S o u t h  A f r i c a .  A  c o p y  o f  a  c e r t i f i c a t i o n  i s s u e d  
u n d e r  p e n a l t y  o f  p e r j u r y ,  t h a t  t h e  a d o p t e d  
p o l i c y  i s  b e i n g  c o m p l i e d  w i t h  s h a l l  b e  s u b ­
m i t t e d  t o  t h e  O r e g o n  I n v e s t m e n t  C o u n c i l  a n d  
t h e  S t a t e  T r e a s u r e r .  T h e  r e s o l u t i o n  s u b m i t ­
t e d  to  t h e  c o u n c i l  a n d  t h e  t r e a s u r e r  s h a l l  b e  
c o n s i d e r e d  a  p u b l i c  r e c o r d  a n d  s h a l l  b e  o p e n  
to  p u b l i c  i n s p e c t i o n .  [1987 c.193 §7; 1991 c.135 §6]

N ote: See note under 293.830.

2 9 3 . 8 6 5  A n n u a l  r e p o r t  o n  d i v e s t i t u r e .
(1 )  A s  l o n g  a s  t h e  O r e g o n  I n v e s t m e n t  C o u n ­
c i l  c o n t i n u e s  t o  h o l d  i n v e s t m e n t s  i n  s t o c k s  
a n d  b o n d s  i n  U n i t e d  S t a t e s  b u s i n e s s  e n t i t i e s  
d i r e c t l y  i n v e s t i n g  i n  S o u t h  A f r i c a ,  t h e  
O r e g o n  I n v e s t m e n t  C o u n c i l  a n d  S t a t e  T r e a s ­
u r e r  s h a l l  f i le  a n  a n n u a l  r e p o r t  w i t h  t h e  
G o v e r n o r  a n d  t h e  L e g i s l a t i v e  A s s e m b l y  b y  
J a n u a r y  1 5  o f  e a c h  y e a r ,  s p e c i f y i n g :

( a )  T h e  n a m e  o f  t h e  i s s u e r  o f  t h e  s t o c k s ,  
b o n d s ,  s e c u r i t i e s  a n d  o t h e r  e v i d e n c e  o f  
i n d e b t e d n e s s .

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

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

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

(2 )  T h e  S t a t e  T r e a s u r e r  s h a l l  i n c l u d e  in  
t h e  r e p o r t  r e q u i r e d  b y  s u b s e c t i o n  (1 )  o f  t h i s  
s e c t i o n ,  t h e  a c t u a l  r a t e  o f  d i v e s t i t u r e  a s  
c o m p a r e d  w i t h  t h e  g o a l  s t a t e d  i n  O R S
2 9 3 .8 5 5  (2)  w i t h  a n  e x p l a n a t i o n  i f  t h e  r a t e  
d o e s  n o t  e q u a l  o r  e x c e e d  t h e  m i n i m u m  r a t e  
d e s c r i b e d  i n  O R S  2 9 3 .8 5 5  (2). (1987 c.193 §8; 1991 
c.135 §7]

Note: See note under 293.830.

2 9 3 .S 6 7  A p p l i c a t i o n  o f  O R S  2 9 3 . 8 3 0  t o
2 9 3 .8 7 0  t o  c h a n g e d  c o n d i t i o n s  i n  S o u t h  
A f r i c a .  (1 )  S u b j e c t  to  s u b s e c t i o n  (2 )  o f  t h i s  
s e c t i o n ,  O R S  2 9 3 .S 3 0  to  2 9 3 .8 7 0  s h a l l  n o t  a p ­
p l y  i f  S o u t h  A f r i c a :

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

(b )  R e p e a l s  t h e  s t a t e  o f  e m e r g e n c y  i n  e f ­
f e c t  o n  M a y  3 ,  1 9 9 1 ,  a n d  r e l e a s e s  a l l  
d e t a i n e e s  h e l d  u n d e r  s u c h  s t a t e  o f  e m e r ­
g e n c y ;

(c) U n b a n s  d e m o c r a t i c  p o l i t i c a l  p a r t i e s  
a n d  p e r m i t s  t h e  f r e e  e x e r c i s e  b y  S o u t h  
A f r i c a n s  o f  a l l  r a c e s  o f  t h e  r i g h t  to  f o r m  
p o l i t i c a l  p a r t i e s ,  e x p r e s s  p o l i t i c a l  o p i n i o n s  
a n d  o t h e r w i s e  p a r t i c i p a t e  i n  t h e  p o l i t i c a l  
p r o c e s s ;
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(d )  R e p e a l s  t h e  G r o u p  A r e a s  A c t  a n d  t h e  
P o p u l a t i o n  R e g i s t r a t i o n  A c t  a n d  i n s t i t u t e s  
n o  o t h e r  m e a s u r e s  w i t h  t h e  s a m e  p u r p o s e s ;  
a n d

(e )  A g r e e s  to  e n t e r  i n t o  g o o d  f a i t h  n e g o ­
t i a t i o n s  w i t h  t r u l y  r e p r e s e n t a t i v e  m e m b e r s  
o f  t h e  B l a c k  m a j o r i t y  w i t h o u t  p r e c o n d i t i o n s .

(2) T h e  S t a t e  T r e a s u r e r  s h a l l  n o  l o n g e r  
b e  r e q u i r e d  t o  c o m p l y  w i t h  a n y  o f  t h e  m e a s ­
u r e s  r e q u i r e d  b y  O R S  2 9 3 .S 3 0  to  2 9 3 .S 7 0  
w i t h i n  3 0  d a y s  a f t e r  t h e  t r e a s u r e r  f i n d s  t h a t  
t h e  P r e s i d e n t  o f  t h e  U n i t e d  S t a t e s  h a s  d e t e r ­
m i n e d  a n d  t h e  C o n g r e s s  o f  t h e  U n i t e d  S t a t e s  
h a s  n o t  d i s a g r e e d  t h a t  S o u t h  A f r i c a  h a s :

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

(b )  T a k e n  t h r e e  o f  t h e  f o u r  a c t i o n s  l i s t e d  
i n  p a r a g r a p h s  (b )  to  (e)  o f  s u b s e c t i o n  (1 )  o f  
t h i s  s e c t i o n ;  a n d

(c) M a d e  s u b s t a n t i a l  p r o g r e s s  t o w a r d  d i s ­
m a n t l i n g  t h e  s y s t e m  o f  a p a r t h e i d  a n d  e s t a b ­
l i s h i n g  a  n o n  a c i a l  d e m o c r a c y .  [1991 c.135 §9]

Note: See n.te under 293.830.

2 9 3 .S 7 0  F i d u c i a r y  r e s p o n s i b i l i t i e s  o f  
S t a t e  T r e a s u r e r .  N o t h i n g  i n  O R S  2 9 3 . S 3 0  to  
2 9 3 .3 7 0  i s  i n t e n d e d  to  a b r o g a t e  t h e  f i d u c i a r y  
r e s p o n s i b i l i t i e s  o f  t h e  S t a t e  T r e a s u r e r  a s  
s t a t e d  i n  O R S  2 9 3 .7 2 1  a n d  29 3 .7 2 6 .  [1937 c.193 
410]

Note: See note un.’er 293.S30.

2 9 3 . 8 8 0  A c c o u n t s  a n d  f u n d s  e s t a b ­
l i s h e d  t o  c o m p l y  w i t h  f e d e r a l  l e g i s l a t i o n  
r e l a t i n g  t o  s t a t e  a n d  f e d e r a l  c a s h  m a n ­
a g e m e n t  r e f o r m .  T h e  S t a t e  T r e a s u r e r  m a y  
e s t a b l i s h  a c c o u n t s ,  a n d  t h e  E x e c u t i v e  D e ­
p a r t m e n t  m a y  e s t a b l i s h  f u n d s ,  a s  n e e d e d  to  
c o m p l y  w i t h  "the r e q u i r e m e n t s  o f  f e d e r a l  l e g ­
i s l a t i o n  r e l a t i n g  to  t h e  s t a t e  a n d  f e d e r a l  c a s h  
m a n a g e m e n t  r e f o r m .  T h e s e  a c c o u n t s  a n d  
f u n d s  s h a l l  b e  s e p a r a t e  a n d  d i s t i n c t  f r o m  t h e  
G e n e r a l  F u n d .  I n t e r e s t  e a r n . . - ,  i f  a n y ,  s h a l l  
i n u r e  t o  t h e  b e n e f i t  o f  t h e  a c c o u n t  o r  f u n d .  
M o n e y s  i n  t h e s e  a c c o u n t s  a n d  f u n d s  a r e

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

(1 )  T o  t h e  e x t e n t  a u t h o r i z e d  b y  f e d e r a l  
l e g i s l a t i o n ,  a d m i n i s t r a t i v e  e x p e n s e s  o '  t h e  
E x e c u t i v e  D e p a r t m e n t ,  t h e  S t a t e  T r e a s u r e r  
a n d  t h e  D i v i s i o n  o f  A u d i t s  o f  t h e  S e c r e t a r y  
o f  S t a t e  i n  t h e  p e r f o r m a n c e  o f  t h e i r  d u t i e s  
r e l a t i n g  to  t h e  p r o g r a m  k n o w n  a s  t h e  s t a t e  
a n d  f e d e r a l  c a s h  m a n a g e m e n t  r e f o r m .  P a y ­
m e n t  o f  s u c h  e x p e n s e s  b y  t h e  E x e c u t i v e  D e ­
p a r t m e n t  s h a l l  b e  b a s e d  o n  p r o p e r l y  
d o c u m e n t e d  c l a i m s  a n d  s h a l l  b e  p a i d '  t h e  
s a m e  a s  o t h e r  c l a i m s  a g a i n s t  t h e  S t a t e  o f  
O r e g o n .

(2 )  T h e  t r a n s f e r  o f  i n t e r e s t  e a r n i n g s  to  
t h e  F e d e r a l  G o v e r n m e n t  i n  a c c o r d a n c e  w i t h  
s i g n e d  a g r e e m e n t s  b e t w e e n  t h e  U n i t e d  S t a t e s  
T r e a s u r y  a n d  t h i s  s t a t e .

(3 )  T h e  t r a n s f e r  o f  i n t e r e s t  e a r n i n g s  to  
t h e  G e n e r a l  F u n d  o r  o t h e r  s e p a r a t e  f u n d s  i f  
d o c u m e n t a t i o n  s h o w s  t h a t  s t a t e  f u n d s  h a v e  
b e e n  u s e d  i n  a n t i c i p a t i o n  o f  t h e  r e c e i p t  o f  
f e d e r a l  f u n d s .  T h e  u s e  o f  s t a t e  f u n d s  i n  l i e u  
o f  f e d e r a l  f u n d s  m u s t  b e  i n  a c c o r d a n c e  w i t h  
s i g n e d  a g r e e m e n t s  b e t w e e n  t h e  U n i t e d  S t a t e s  
T r e a s u r y  a n d  t h i s  s t a t e .  [1989 c.552 §2]

P E N A L T IE S
2 9 3 . 9 9 0  P e n a l t i e s .  (1 )  A n y  p e r s o n ,  o ff i ­

c i a l  o r  s t a t e  a g e n t  v i o l a t i n g  O R S  2 9 3 . 2 6 5  to  
2 9 3 . 2 8 0  o r  f a i l i n g  to  c o m p l y  w i t h  a n y  o f  t h e  
r e q u i r e m e n t s  o f  t h o s e  s e c t i o n s  w i t h i n  t h e  
t i m e  p r o v i d e d  s h a l l  b e  l i a b l e  o n  t h e  o f f ic ia l  
b o n d  o f  t h e  p e r s o n ,  o f f i c e r  o r  s t a t e  a g e n t  a n d  
s h a l l ,  u p o n  c o n v i c t i o n  t h e r e o f ,  b e  p u n i s h e d  
b y  a  f i n e  n o t  e x c e e d i n g  3 1 , 0 0 0  o r  b y  i m p r i s -  
o n m e n t  i n  t h e  c o u n t y  j a i l  f o r  a  p e r i o d  n o t  
e x c e e d i n g  o n e  y e a r ,  o r  b o t h .

(2 )  I n  a d d i t i o n  to  c iv i l  l i a b i l i t y ,  v i o l a t i o n  
o f  O R S  2 9 3 .6 2 0  i s  p u n i s h a b l e ,  u p o n  c o n ­
v i c t i o n ,  b y  a  f i n e  o f  n o t  l e s s  t h a n  $ 2 5  n o r  
m o r e  t h a n  $ 5 0 0  a n d  t h e  c o s t s  o f  t h e  p r o s e ­
c u t i o n  i n  a c c o r d a n c e  w i t h  O R S  1 6 1 .6 6 5 .  
[Formerly 291.990 (2). (3); 1971 c.743 §353]
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231-322

ATTY. GEN. OPINIONS: Authority of the Emergency 
Board to provide funds for administration and enforce­
ment of Oregon Laws 1973, c. +21, (1973) Vol 36. p 595

2 9 1 2 1 2 6

NOTES OF DECISIONS

Where Personnel Division had statutory responsi­
bility for classification and compensation plans for 
classified service. Forestry Department lacked authority 
to promulgate directive requiring division, as part of 
reclassification proposal, to submit to Emergency Board 
request for salary increases for all employes placed into 
classification with higher salary rar.ge. Berry v. State 
Forestry Dept., 35 Or App 703, 582 P2d 473 (1978), Sup 
Ct review denied

ATTY. GEN. OPINIONS; Authority of the Emergency 
Board to provide funds for administration and enforce­
ment of Oregon Laws 1973, c. 421, (1973) Vol 36, p 595; 
limitations on allocations bv the Emergency 3oard. 
(1976) Vol 37, p 1125

291.371

NOTES OF DECISIONS

There is no requirement that Emergency Board 
approve upward reclassifications of classified employes 
where no interim budgetary adjustment is necessary h r 
salary increases. Berry v. State Forestry Dept., 35 Or 
App 703. 582 P2d 473 (1978). Sup Ct review denied

Where employe was dismissed for refusal to trans­
fer to Portland in reclassified position, and he claimed 
that employer's actions, taken without approval of leg­
islative renew agency, violated this section, findings of 
fact on issue of employer's good faith were required. 
Ashman v. Children's Services Division, 37 Or Apo 865, 
5c8 P2d 665 (1978)

ATTY. GEN. OPINIONS: Expenditures with respect to 
employes in unclassified service for life and disability 
insurance, physical examinations, and physical fitness 
programs, (1978) Vol 38, p 1770

231390

ATTY. GEN. OPINIONS: Incurring and payment of ex­
penses in excess of expenditure limitation’, (1974) Vol 36, 
p 845

292.010 to 292.160

ATTY. GEN. OPINIONS: Authority for voluntary pen­
sion trust program for public employes not in education, 
(1971) Vol_35, p 998; constitutionality of legislative pro­
hibition of payment of salary to judges who have failed 
to file case completion certificate, (1981) Vol 41. p 382

292.045

ATTY. GEN. OPINIONS: Work of stace employes during 
office hours for United Fund campaign, (i981) Vol 41, 
p 347

Under this section union could “contract to the 
contrary" with employer to deprive employe of union 
contract right to cancel dues at end of first year. Stines 
v. OSEA, 287 Or 543, 601 P2d 799 (1979)

292.055
NOTES OF DECISIONS

ATTY. GEN. OPINIONS: Refusal of employe's request 
that state deduct from salary or wages amount for 
payment to labor organization, (1982) Vol. 42, p 349

292.495

ATTY. GEN. OPINIONS: Payment of expenses of mem­
bers of the Governor's Task Force on Medical 
Malpractice, (1976) Vol 37, p 1319; expenses incurred by 
a state legislator as an appointee of the Governor's 
Committee on Aging, (1976) Vol 37, p 1475; payment of 
expenses of advisory committees created by statute, by 
Executive Order, and by state agency, (1977) Vol 38, p 
871; federaj social security withholding taxes with re­
spect to public members of Oregon Investment Council 
and public members of Municipal Debt Advisory Com­
mission, (1978) Vol 38, p 2117; recovery of erroneous per 
diem payments to members of Travel Information 
Council, (1977) Vol 38, p 1434; performance of official 
duties by chairperson of Oregon Investment Council 
when working on council business outside of council 
meetings, (1979) Vol 40, p 22; meaning of “coition 
thereof' in relation to per diem allocation, (1979) Vol 
40, p 22; reimbursement for expenses directly related to 
performance of oiiicial duties by any board or commis­
sion member, (1979) Vol 40, p 22

Chapter 293

ATTY. GEN. OPINION'S: Duty or authority of Secretary 
of State to conduct performance audits, (1985) Vol. 44, 
? 381

29322.35 to 2932260 

NOTES OF DECISIONS

Where property tax refund was intercepted by re- 
soondent to’ recover costs previously awarded in unem­
ployment compensation proceeding and petitioner filed 
petition for review more than 60 days after original or­
der but less than 60 days after amended order, amended 
order superseded and replaced original order so petition 
was timeiy. Callahan v. Emoloyment Division, 97 Or 
App 234, 776 P2d 21 (1989)

2932240

NOTES OF DECISIONS

This section, providing that uncollectible debts may 
be assigned to Department of Revenue for collection ana 
that debts are not to be deemed uncollectible unless 
setoff has been considered, did not preclude Department 
of Revenue from withholding tax refunds as setoffs 
against debts owed stace. 3rown v. Lobdell. 36 Or App 
397, 585 P2d a (1978), Sup Ct review denied

ATTY. GEN. OPINIONS: Doubtful collectibility as sole 
factor in determining whether to compromise, settle or 
adjust a receivable, (1978) Vol 38, p 2063: right of set 
off applied to claims against state, (1977) Vol 38, p 1438

466



This section did not preclude Department of Re­
venue from withholding tax refuncs as setoff against 
debts owed state, in absence of Executive Department 
rules and formal assignment of debts. Brown v. 
Lobdell. 36 Or App 397, 535 P2d 4 (1973), Sup Ct review 
denied

293,250
NOTES OF DECISIONS

ATTY. GEN. OPINIONS: Right of set off applied to 
claims against state, (1977) Vol 3S, p 1438

293.265

ATTY. GEN. OPINIONS: Donated funds for volunteer 
programs, (1974) Vol 36, p 1012; funds voluntarily con­
tributed to Oregon Stace Police Relief Fund, (1980) Vol 
40, p 229

•293.445

ATTY. GEN. OPINION'S: Return of examination fee to 
unqualified applicanc, (1974) Vol 36, p 1035; disposition 
of suooort monevs when obligee cannot be located, 
(1980)" Vol 40, p 264

293.490

ATTY. GEN. OPINIONS; Necessity of probate if  aban­
doned property is claimed by heirs, (1972) Vol 35, p 1177

293.495

ATTY. GEN. OPINIONS; Necessity of probate u aban­
doned property is claimed by heirs. (1972) Vol 35, p 1177

293-500

ATTY. GEN. OFINIONS: Necessity of probace if aban­
doned property is claimed by heirs. (1972) Vol 35, p 1177

293-560

ATTY. GEN. OPINIONS: Expenditure of federal forest 
receipts for bicycle trails and park and ride parking lots 
for mass transit, (1980) Vol 41, p 270

293.573

ATTY. GEN. OPINIONS: Restrictions on county court's 
authority to expend funds. (1972) Vol 35, p 1130

293590

ATTY. GEN. OPINIONS: Authoncy for division of fund 
into several subaccounts. (1977) Vol 38. p 1276

293.701 to 293.776

ATTY. GEN. OPINIONS: Effect of Board of Higher Ed­
ucation order directing divescicure of stock in compa­
nies doing business in Southern Africa, (1978) Vol 38, p 
2017; State Treasurer authority to enter into reverse 
repurchase agreements, (1979) Vol 39. p 569: re3l estate 
holdings through investment for Oregon Public 
Employes' Retirement Fund, (1981) Vol 41, p 503

293.701

ATTY. GEN. OPINIONS: Earnings derived from excess 
fund investment, (1976) Vol 37, p 1309: construing “law­
fully available for investment,- (1976) Vol 38, p 271; 
Oregon Investment Council rather than Stace Board of 
Higher Education has primary authority to make in­
vestment decisions regarding higher education invest­
ment funds, (19S9) No. 3198; board and investment

council may cooperate in setting investment solicy re­
garding higher education funds, (1989) No. 3193

293.706

ATTY. GEN. OPINIONS: Federal social security with­
holding taxes with respect to public members of Oregon 
Investment Council, (1978) Vol 38, p 2117

293.711

ATTY. GEN. OPINIONS; Federal social security with­
holding taxes with respect to members of Oregon In­
vestment Council. (1973) Vol -38, p 2117

293.721

ATTY. GEN. OPINIONS; Earnings derived from excess 
fund investment, (1976) Vol 37, p 1309; conditions under 
which an investment may be sold at a loss, (1976) Vol 
38, p 75; local governments investing deferred compen­
sation in guaranteed annuity contracts, (1980) Vol 40, d  

333

293.726

ATTY. GEN. OPINIONS: “Prudent man" rule as applied 
to divestiture of stocks in companies doing business in 
Southern Africa, (1978) Vol 38, p 2017; public official 
entering into standby or forward commitments to pur­
chase securities, (19S0) Vol 40, p 295; local governments 
investing deferred compensation in guaranteed annuity 
commas, (1980' Vol 40', p 333; time deposits in mutual 
savings bank or stace or federal savings and loan asso­
ciation of state moneys from Oregon Excess Fund. (19S0) 
Vol 40, p 495

•293.731

ATTY. GEN. OPINIONS: Respective investment roles of 
Board of Higher Education dregon Investment Council 
and investment managers, (1978) Vol 38. p 2017; Oregon 
Investment Council rather than Stace Board of Higher 
Education has primary authority to make investment 
decisions regarding higher education investment funds, 
(1989) No. S198; board and investment council may co­
operate in setting investment policy regarding higher 
education funds, (19S9) No. 3198

293.4 36

ATTY. GEN. OPINIONS: Propriety of requests to in­
vestment managers to sell or refrain from buying cer­
tain stocks, U978) Vol 38, p 2017

293.741

ATTY. GEN. OPINIONS: V ting rights on common 
stock investments, (197S) Vol 33, p 2190

293.790

ATTY. GEN. OPINIONS: Interpretations of this section, 
(1976) Vol 38, p 271

293530 to 293570

ATTY. GEN OPINIONS: Oregon Investment Council 
rather chan Stace Board of Higher Education has pri­
mary auchoricy to make investment decisions regarding 
higher education investment funds, (1989) No. 3198; 
board and investment council may cooperate in setting 
investment oolicy regarding higher education funds, 
(1989) No. S198

467



294.7-10 PUBLIC FINANCIAL ADMINISTRATION

( a ) - M u l t i p l y  t h e  g r o s s  p a y r o l l  r e p o r t e d  b y  
t h e  e m p l o y e r  d u r i n g  t h e ’ f o u r  m o s t  r e c e n t  
c a l e n d a r  q u a r t e r s  b y  t h e  c u r r e n t  p e r c e n t a g e  
r a t e  o f  p a y m e n t  i n t o  t h e  f u n d .

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

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

(d )  I f  t h e  r e m a i n d e r  i n  p a r a g r a p h  (b)  o f  
t h i s  s u b s e c t i o n  is  z e r o  o r  l e s s ,  m a k e  n o  a d ­
j u s t m e n t  to  t h e  a m o u n t  o f  t h e  n e g a t i v e  b a l ­
a n c e  o f  t h e  a c c o u n t .

(e) Divide the amounts determ ined in ei­
ther paragraph  (c) or (d) of th is subsection 
by four. The resulting am ount shall be the 
additional paym ent required for each quarter.
O n l y  o n e  s u c h  d e t e r m i n a t i o n  s h a l l  b e  m a d e  
i n  a n y  f o u r - o u a r t e r  p e r i o d .  I f  t h e  n e g a t i v e  
b a l a n c e  i s  e l i m i n a t e d  b e f o r e  t h e  e n d  o f  t h e  
f o u r  q u a r t e r s  i n  w h i c h  t h e  a d d i t i o n a l  p a y ­
m e n t s  w e r e  d e t e i m i n e d  n e c e s s a r y ,  n o  f u r t h e r  
a d d i t i o n a l  p a y m e n t s  w i l l  b e  r e q u i r e d  u n d e r  
t h i s  s u b s e c t i o n .

(8 )  D u r i n g  t h e  f i r s t  f o u r  c a l e n d a r  q u a r ­
t e r s  i n  w h i c h  a  p o l i t i c a l  s u b d i v i s i o n  is  a  
p a r t i c i p a n t  i n  t h e  f u n d ,  a d d i t i o n a l  p a y m e n t s  
s h a l l  b e  r e q u i r e d  i f  t h e  a c c o u n t  b a l a n c e  o f  
t h e  p o l i t i c a l  s u b d i v i s i o n  i s  n e g a t i v e  a t  t h e  
e n d  o f  a n y  o f  t h e  f o u r  q u a r t e r s .  T h e  a d d i ­
t i o n a l  p a y m e n t  s h a l l  b e  d e t e r m i n e d  i n  t h e  
s a m e  m a n n e r  d e s c r i b e d  i n  s u b s e c t i o n  (7 )  o f  
t h i s  s e c t i o n  e x c e p t  t h a t  t h e  c o m p u t a t i o n  i n  
p a r a g r a p h s  ( a )  a n d  (b)  o f  s u b s e c t i o n  (7 )  o f  
t h i s  s e c t i o n  s h a l l  i n c l u d e  o n l y  t h o s e  q u a r t e r s  
i n  w h i c h  t h e  p o l i t i c a l  s u b d i v i s i o n  w a s  a  p a r ­
t i c i p a n t  i n  t h e  f u n d .  (1977 c.491 §5; 19S1 c.5 §1; 1983 
c.53 §2; 1989 c.135 §3]

2 9 4 . 7 4 0  R e f u n d  o f  a c c o u n t  b a l a n c e s ;  
p a y m e n t  o f  d e f i c i t s ;  e r r o n e o u s  b e n e f i t  
p a y m e n t s .  (1 )  T h e  E m p l o y m e n t  D i v i s i o n  
s h a l l  r e f u n d  to  a  p o l i t i c a l  s u b d i v i s i o n  e l e c t ­
i n g  to  c a n c e l  i t s  r e q u e s t  a s  p r o v i d e d  b y  O R S  
6 5 7 . 5 1 3  a n y  .o u n t  b a l a n c e  r e m a i n i n g  a f t e r  
t h e  d i v i s i o n  ■ s m a d e  a l l  p a y m e n t s  to  t h e  
U n e m p l o y m e n t  C o m p e n s a t i o n  T r u s t  F u n d  r e ­
q u i r e d  to  b e  m a d e  o n  b e h a l f  o f  t h e  p o l i t i c a l  
s u b d i v i s i o n .

(2 )  A  p o l i t i c a l  s u b d i v i s i o n  c a n c e l i n g  a  r e -  
a u e s t  h a v i n g  a  n e g a t i v e  a c c o u n t  b a l a n c e  
s h a ' l l  m a k e  s u c h  a d d i t i o n a l  p a y m e n t s  i n t o  t h e  
f u n d  a s  n e c e s s a r y  to  m a i n t a i n  a  z e r o  a c c o u n t  
b a l a n c e .

(3 )  E r r o n e o u s  b e n e f i t  p a y m e n t s  d e t e r ­
m i n e d  a f t e r  J u n e  3 0 ,  1978 ,  a n d  a t t r i b u t a b l e  
to  w a g e s  p a i d  b y  a  p o l i t i c a l  s u b d i v i s i o n  m a k ­
i n g  p a y m e n t s  u n d e r  O R S  2 9 4 .7 3 5  s h a l l  b e  e x ­
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c l u d e d  f r o m  t h e  a c c o u n t  b a l a n c e  
d e t e r m i n a t i o n  a n d  t h e  d e t e r m i n a t i o n  o f  t h e  
b e n e f i t  c o s t  r a t e  o f  t h a t  p o l i t i c a l  s u b d i v i s i o n .  
(1977 c.491 §§6. 7; 19S9 c.135 §4]

2 9 4 . 7 4 5  A n a l y s i s  o f  f u n d  r e c e i p t s  a n d  
e i c p e n d i t u r e s ;  r e p o r t  t o  L e g i s l a t i v e  A s ­
s e m b l y .  T h e  E m p l o y m e n t  D i v i s i o n  s h a l l  i n ­
v e s t i g a t e  t h e  e x p e r i e n c e  o f  p o l i t i c a l  
s u b d i v i s i o n  p a r t i c i p a t i o n  i n  o p e r a t i o n ’s  o f  t h e  
f u n d ,  i n c l u d i n g  t h e  r e l a t i o n s h i p  c f  f u n d  r e ­
c e i p t s  t o  f u n d  e x p e n d i t u r e s  a n d  r e p o r t  t h e  
r e s u l t s  o f  t h e  i n v e s t i g a t i o n  to  t h e  l e g i s l a t u r e  
a t  l e a s t  3 0  d a y s  p r i o r  to  t h e  d a t e  a  r e g u l a r  
s e s s i o n  o f  t h e  l e g i s l a t u r e  is  s c h e d u l e d  to  
c o n v e n e .  T h e  r e p o r t  s h a l l  i n c l u d e  a n y  r e ­
c o m m e n d e d  c h a n g e s  i n  t h e  p r o v i s i o n s  o f  O R S  
2 9 3 .7 0 1 ,  2 9 4 .7 2 5  to  2 9 4 .7 5 5  a n d  6 5 7 .5  13. (1977 
c.491 §8; 19S9 c.135 §5]

2 9 4 . 7 5 0  E x p e r i e n c e  a n d  l i a b i l i t y  o f  
s u c c e s s o r  p o l i t i c a l  s u b d i v i s i o n s ;  u n p a i d  
a s s e s s m e n t .  (1 )  T h e  e x p e r i e n c e  a n d  l i a b i l ­
i t i e s  o f  a  p o l i t i c a l  s u b d i v i s i o n  t h a t  h a s  c e a s e d  
to  e x i s t  s h a l l  b e  a c q u i r e d  b y  t h e  s u c c e s s o r  
p o l i t i c a l  s u b d i v i s i o n .

(2 )  N o t w i t h s t a n d i n g  s u b s e c t i o n  (1 )  o f  t h i s  
s e c t i o n ,  a l l  u n i t s  o f  g o v e r n m e n t  w h o  a r e  
p a r t i e s  to  a n  a g r e e m e n t  to  f o r m  a  p o l i t i c a l  
s u b d i v i s i o n  s h a l l  b e  l i a b l e  f o r  a n y  u n p a i d  a s ­
s e s s m e n t s  o f  t h a t  p o l i t i c a l  s u b d i v i s i o n  a n d  
f o r  s u c h  a m o u n t s  a s  n e c e s s a r y  to  m a i n t a i n  
t h e  a c c o u n t  b a l a n c e  o f  t h e  p o l i t i c a l  s u b d i v i ­
s i o n ,  i f  n o  l o n g e r  i n  e x i s t e n c e ,  a t  z e r o  d o l ­
l a r s .  (1977 c.491 §9]

2 9 4 . 7 5 5  P a y m e n t  o n  q u a r t e r l y  b a s i s ;  
r e m e d i e s  f o r  c o l l e c t i o n .  P o l i t i c a l  s u b d i ­
v i s i o n s  e l e c t i n g  to  p a r t i c i p a t e  i n  t h e  L o c a l  
G o v e r n m e n t  E m p l o y e r  B e n e f i t  T r u s t  F u n d  
s h a l l  p ay r i n t o  t h e  f u n d  o n  a  q u a r t e r l y  b a s i s  
a n d  a r e  s u b j e c t  to  a l l  r e m e d i e s  f o r  t h e  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  p r o v i d e d  i n  O R S  
c h a p t e r  65 7 .  (1977 c.49l §10)

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

2 9 4 . 8 0 5  D e f i n i t i o n s  f o r  O R S  2 9 4 . 8 0 5  t o
2 9 4 .8 9 5 .  A s  u s e d  i n  O R S  2 9 4 .8 0 5  to  2 9 4 .8 9 5 ;

(1 )  “B o a r d ” m e a n s  t h e  O r e g o n  S h o r t  
T e r m  F u n d  B o a i d .

(2 )  “C o u n c i l ” m e a n s  t h e  O r e g o n  I n v e s t ­
m e n t  C o u n c i l  c r e a t e d  u n d e r  O R S  2 9 3 .7 0 6 .

(3 )  “F u n d s ” m e a n s  f u n d s  u n d e r  t h e  c o n ­
t r o l  o r  i n  t h e  c u s t o d y  o f  a n y  lo c a l  g o v e r n ­
m e n t  o f f i c i a l  b y  v i r t u e  o f  o f f ic e  t h a t  a r e  n o t  
r e q u i r e d  to  m e e t  c u r r e n t  d e m a n d s .

(4 )  “I n v e s t m e n t  o f f ic e r"  m e a n s  t h e  S t a t e  
T r e a s u r e r  i n  c a p a c i t y  a s  i n v e s t m e n t  o f f i c e r  
f o r  t h e  c o u n c i l  a n d  t h e  i n v e s t m e n t  p o o l .

(5 )  “I n v e s t m e n t  p o o l"  m e a n s  t h e  a g g r e ­
g a t e  o f  a l l  f u n d s  f r o m  lo c a l  g o v e r n m e n t  o ff i­
c i a l s  t h a t  a r e  p l a c e d  i n  t h e  c u s t o d y  o f  t h e  
i n v e s t m e n t  o f f i c e r  fo r  i n v e s t m e n t  a n d  r e i n ­

12



MUNICIPAL FINANCIAL ADMINISTRATION 294.S31

v e s t m e n t  a s  p r o v i d e d  u n d e r  O R S  2 9 4 .8 0 5  to
29 4 .89 5 .

(6 )  “L o c a l  g o v e r n m e n t  o f f i c i a l "  m e a n s  
e a c h  o f f i c e r  o r  e m p l o y e e  o f  a n y  a g e n c y ,  p o l i ­
t i c a l  s u b d i v i s i o n  o r  p u b l i c  c o r p o r a t i o n  o f  t h i s  
s t a t e ,  i n c l u d i n g  t h e  O r e g o n  S t a t e  B a r ,  w h o  
b y  l a w  i s  m a d e  t h e  c u s t o d i a n  o f  o r  h a s  c o n ­
t r o l  o f  a n y  f u n d s .  [1973 C.74S §1; 19S1 c.S30 §14; 1987 
c.381 §1]

2 9 4 , 8 1 0  L o c a l  g o v e r n m e n t s  a u t h o r i z e d  
t o  p l a c e  l i m i t e d  f u n d s  i n  p o o l .  (1 )  W i t h  t h e  
c o n s e n t  o f  t h e  g o v e r n i n g  b o d y ,  a  l o c a l  g o v ­
e r n m e n t  o f f i c i a l  m a y  p l a c e  :n  t h e  a g g r e g a t e  
u p  to  S 1 0  m i l l i o n  o f  i t s  f u n d s  i n  t h e  i n v e s t ­
m e n t  p o o l ,  o r ,  i f  t h e  a s s e t s  o f  t h e  i n v e s t m e n t  
p o o l  h a v e  b e e n  t r a n s f e r r e d  p u r s u a n t  to  O R S  
2 9 4 .8 8 2 ,  i n  t h e  s t a t e  i n v e s t m e n t  f u n d  e s t a b ­
l i s h e d  p u r s u a n t  to  O R S  2 9 3 . 7 2 1 ,  fo r  i n v e s t ­
m e n t  a n d  r e i n v e s t m e n t  b y  t h e  i n v e s t m e n t  
o f f i c e r  a s  p r o v i d e d  u n d e r  O R S  2 9 4 .S 0 5  to
2 9 4 .8 9 5 ,  o r  2 9 3 .7 0 1  to  2 9 3 .7 7 6 ,  a s  t h e  c a s e  
m a y  b e .  T h e  $ 1 0  m i l l i o n  l i m i t a t i o n  s t a t e d  in  
t h i s  s e c t i o n  s h a l l  n o t  a p p l y  t o  f u n d s  o f  a  
g o v e r n i n g  b o d y  w h i c h  a r e  p l a c e d  i n  t h e  i n ­
v e s t m e n t  p o o l  o n  a  p a s s - t h r o u g h  b a s i s .  L o c a l  
g o v e r n m e n t s  m u s t  r e m o v e  p a s s - t h r o u g h  f u n d s  
w h i c h  r e s u l t  i n  a n  a c c o u n t  b a l a n c e  i n  t h e  
p o o l  i n  e x c e s s  o f  $ 1 0  m i l l i o n  w i t h i n  1 0  b u s i ­
n e s s  d a y s .  C o u n t y  g o v e r n m e n t s  m u s t  r e m o v e  
s u c h  e x c e s s  f u n d s  w i t h i n  2 0  b u s i n e s s  d a y s .  
T h e  i n v e s t m e n t  o ff ice r  s h a l l  p r o m p t l y  r e p o r t  
e a c h  i n s t a n c e  o f  n o n c o m p ' i a n c e  w i t h ,  o r  a p ­
p a r e n t  a b u s e  of,  t h e  l i m i t a t i o n s  o f  t h i s  s e c ­
t i o n  t o  t h e  S e c r e t a r y  o f  S t a t e  a n d  to  t h e  
g o v e r n i n g  b o d y  o f  t h e  l o c a l  To v e m m e n t  i n ­
v o lv e d .

( 2 )  T h e  3 1 0  m i l l i o n  l i m i t a t i o n  c o n t a i n e d  
i n  s u b s e c t i o n  ( 1 ) o f  t h i s  s e c t i o n  s h a l l  n o t  ? d - 

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

t h e i r  o f f i c i a l s  to  p l a c e  n o t  m o r e  t h a n  $ 2 0  
m i l l i o n  i n  t h e  i n v e s t m e n t  p o o l .  T h e  a d d i ­
t i o n a l  a m o u n t ,  n o t  e x c e e d i n g  S 1 0  m i l l i o n ,  
m u s t  b e  p l a c e d  in  a n  a c c o u n t  w h i c h  h a s  b e e n  
a s s i m e d  a  s e p a r a t e  p a r t i c i p a n t  a c c o u n t  
n u m b e r  w i t h i n  t h e  i n v e s t m e n t  poo l .  T n i s  
s e p a r a t e  a c c o u n t  s h a l l  n o t  b e  u s e d  t o  r e c e i v e  
o r  d i s b u r s e  p a s s - t h r o u g h  f u n d s ,  a n d  s h a l l  b e  
s u b j e c t  to  s u c h  d e p o s i t  a n d  w i t h d r a w a l  p r o ­
c e d u r e s ,  r e q u i r e m e n t s  a n d  r e s t r i c t i o n s  a s  a r e  
d e e m e d  a p p r o p r i a t e  b y  t h e  i n v e s t m e n t  o ff i­
c e r ,  i n c l u d i n g ,  b u t  n o t  l i m i t e d  to  a n  a d v a n c e  
n o t i c e  r e a u i r e m e n t  fo r  w i t h d r a w a l .  [1973 c.748 
§2; 1981 c.880 §15; 1987 c.381 §2]

2 9 4 . 8 1 5  P e r i o d  o f  i n v e s t m e n t s ;  w i t h ­
d r a w a l  o f  f u n d s .  S u b j e c t  t o  t h e  r i g h t  o f  t h e  
u n i t  o f  lo c a l  g o v e r n m e n t  t o  s p e c i f y  t h e  p e ­
r i o d  i n  w h i c h  i t s  f u n d s  m a y  b e  h e l d  i n  t h e  
i n v e s t m e n t  p o o l  fo r  i n v e s t m e n t  a n d  r e i n v e s t ­
m e n t ,  t h e  i n v e s t m e n t  o f f i c e r  b y  r u l e  s h a l l  
p r e s c r i b e  t h e  t i m e  p e r i o d s  f o r  i n v e s t m e n t s  i n  
t h e  i n v e s t m e n t  p o o l  a n d  t h e  p r o c e d u r e  fo r  
w i t h d r a w a l  o f  f u n d s .  [1973 c.74S §3]

2 9 4 .8 2 0  S e p a r a t e  l o n g - t e r m  i n v e s t ­
m e n t s  l i m i t e d .  W i t h  t h e  c o n s e n t  o f  t h e  
g o v e r n i n g  b o d y ,  a  l o c a l  g o v e r n m e n t  o f f i c i a l  
o f  a  c i t y  o r  m u n i c i p a l  c o r p o r a t i o n  m a y ,  b e ­
fo re  J u l y  1, 1 97 9 ,  d e p o s i t  f u n d s  w i t h  t h e  
S t a t e  T r e a s u r e r  fo r  l o n g - t e r m  i n v e s t m e n t s  o f  
t h e  f u n d s  b y  t h e  S t a t e  T r e a s u r e r  s e p a r a t e  
f r o m  i n v e s t m e n t s  o f  t h e  i n v e s t m e n t  o o o l .  
[1973 c.748 §4; 1979 c.608 §1]

2 9 4 . 8 2 5  S t a t e  T r e a s u r e r  a s  i n v e s t m e n t  
o f f i c e r ;  b o n d ;  e m p l o y m e n t  o f  p e r s o n n e l ;  
r u l e s .  (1 )  T h e  S t a t e  T r e a s u r e r  i s  ' .h e  i n v e s t ­
m e n t  o f f i c e r  fo r  t h e  c o u n c i l  a n d  t h e  i n v e s t ­
m e n t  p o o l ,  a n d  s h a l l  p e r f o r m  f u n c t i o n s  i n  
t h a t  c a o a c i t y  a s  a u t h o r i z e d  o r  r e q u i r e d  b y  
l a w  ancf ,  c o n s i s t e n t  w i t h  l a w ,  b y  t h e  c o u n c i l .

(2 )  T h e  b o n d  o f  t h e  S t a t e  T r e a s u r e r  r e ­
q u i r e d  f r o m  t h e  S t a t e  T r e a s u r e r  b y  l a w  s h a l l  
b e  d e e m e d  to  e x t e n d  to  t h e  f a i t h f u l  p e r f o r m ­
a n c e  o f  a l l  f u n c t i o n s  o f  t h e  o f f ic e  o t  i n v e s t ­
m e n t  o f f i c e r  u n d e r  O R S  2 9 4 . 8 0 5  to  2 9 4 .8 9 5 .

(3 )  T h e  i n v e s t m e n t  o f f i c e r  m a y :

( a )  S u b j e c t  to  a n y  a o p l i c a b l e  p r o v i s i o n  o f  
t h e  S t a t e  P e r s o n n e l  R e l a t i o n s  L a w ,  e m p l o y ,  
p r e s c r i b e  t h e  f u n c t i o n s  a n d  f ix  t h e  c o m p e n ­
s a t i o n  o f  p e r s o n n e l  n e c e s s a r y  to  f a c i l i t a t e  
a n d  a s s i s t  i n  c a r r y i n g  o u t  t h e  f u n c t i o n s  o f  
t h e  c o u n c i l ,  i n v e s t m e n t  o f f i c e r  a n d  i n v e s t ­
m e n t  p o o l .

(b )  R e q u i r e  a  f i d e l i t y  b o n d  o f  a n y  p e r s o n  
e m p l o y e d  b v  t h e  i n v e s t m e n t  o f f i c e r  w h o  h a s  
c h a r g e  of, h a n d l e s  o r  h a s  a c c e s s  to  a n y  o f  
t h e  m o n e y s  i n  t h e  i n v e s t m e n t  p o o l .  T h e  
a m o u n t s  o f  t h e  b o n d s  s h a l l  b e  f ix e d  b y  t h e  
i n v e s t m e n t  o f f ic e r ,  e x c e p t  a s  o t h e r w i s e  p r o ­
v i d e d  b y  l a w ,  a n d  t h e  s u r e t i e s  s h a l l  b e  a p ­
p r o v e d  b y  t h e  i n v e s t m e n t  o f f ic e r .  T h e  
p r e m i u m s  o n  t h e  b o n d s  s h a l l  b e  a n  e x p e n s e  
o f  t h e  S t a t e  T r e a s u r e r .

(4 )  S u b j e c t  to  r e v i e w  b y  t h e  b o a r d ,  t h e  
i n v e s t m e n t  o f f ic e r  m a y ,  p u r s u a n t  to  O R S  
1 8 3 .3 1 0  to  1 8 3 .5 5 0 ,  m a k e  r e a s o n a b l e  r u l e s  
n e c e s s a r y  fo r  t h e  a d m i n i s t r a t i o n  o f  O R S
2 9 4 .8 0 5  t o  2 94 .S 95 .  [1973 c.748 §§5, 13]

2JHS30 [1973 c.748 §7; repealed by 1979 c.608 §2 
(294.831 enacted in Lieu of 294.830)]

2 9 4 .S 3 1  I n v e s t m e n t  o b j e c t i v e ;  l i m i t  o n  
m a t u r i t y  d a t e s .  (1 )  T h e  lo c a l  g o v e r n m e n t  
i n v e s t m e n t  p o o l  s h a l l  s e e k  to  o b t a i n  a  c o m ­
p e t i t i v e  r e t u r n  o n  i n v e s t m e n t s  s u b j e c t  t o  t h e  
s t a n d a r d s  s e t  f o r t h  i n  O R S  2 9 4 .8 3 5  a n d  c o n ­
s i s t e n t  w i t h  t h e  l i q u i d i t y  r e q u i r e m e n t s  d e ­
m a n d e d  b y  t h e  s h o r t  t e r m  n a t u r e  o f  lo c a l  
g o v e r n m e n t  d e p o s i t s  i n  t h e  p o o l .

(2 )  T h e  i n v e s t m e n t  o f f i c e r  s h a l l  a t  a l l  
t i m e s  h o l d  i n v e s t m e n t s  w h i c h  m a t u r e  i n  
t h r e e  y e a r s  o r  l e s s ,  i n  a n  a m o u n t  n o t  l e s s  
t h a n  a n  a m o u n t  e q u a l  to  t h e  a g g r e g a t e  o f  a l l  
f u n d s  p l a c e d  w i t h  t h e  i n v e s t m e n t  o f f i c e r  b y  
lo c a l  g o v e r n m e n t s  u n d e r  O R S  2 9 4 . 8 0 5  to
2 9 4 . 8 9 5 ,  w h i c h  i n v e s t m e n t s  s h a l l  b e  f r o m  t h e  
f u n d s  d e f i n e d  i n  O R S  2 9 3 . 7 0 1  (2)(r).



294.835 PUBLIC FINANCIAL ADMINISTRATION

(3 )  N o t w i t h s t a n d i n g  s u b s e c t i o n  (2 )  o f  t h i s  
s e c t i o n ,  t h e  i n v e s t m e n t  o f f i c e r  m a y  p u r c h a s e  
l e g a l l y  i s s u e d  g e n e r a l  o b l i g a t i o n s  o f  t h e  
U n i t e d  S t a t e s  a n d  o f  t h e  a g e n c i e s  a n d  
i n s t r u m e n t a l i t i e s  o f  t h e  U n i t e d  S t a t e s  i f  t h e  
s e l l e r  t h e r e o f  h a s  a g r e e d  to  r e p u r c h a s e  t h e  
o b l i g a t i o n s  w i t h i n  9 0  d a y s  f o l l o w i n g  t h e  d a c e  
o n  w h i c h  t h e  i n v e s t m e n t  o f f i c e r  m a k e s  t h e  
i n v e s t m e n t  t h e r e i n .  I f  t h e  m a t u r i t y  o f  t h e  
s e c u r i t y  e x c e e d s  1 8  m o n t h s ,  t h e  p r i c e  p a i d  b y  
t h e  i n v e s t m e n t  o f f i c e r  f o r  s u c h  s e c u r i t y  m a y  
n o t  e x c e e d  9 8  p e r c e n t  o f  t h e  c u r r e n t  m a r k e t  
v a l u e .

(4) I n v e s t m e n t s  a n d  c o m m i t m e n t s  o f  t h e  
i n v e s t m e n t  p o o l  w h i c h  d o  n o t  c o n f o r m  t o  t h e  
q u a l i t y  o r  m a t u r i t y  r e q u i r e m e n t s  s e t  f o r t h  i n  
O R S  2 9 4 .S 0 5  to  2 9 4 .8 9 5  s h a l l  b e  l i q u i d a t e d  b y  
t h e  i n v e s t m e n t  o f f i c e r  o n c e  t h e  m a r k e t  v a l u e  
o f  s u c h  i n v e s t m e n t s  a n d  c o m m i t m e n t s  r e ­
a c h e s  b o o k  v a l u e ,  o r  a s  s o o n  a s  i s  p r a c t i c a b l e  
t h e r e a f t e r .  [1979 c.608 §3 (enacted in lieu of 294.830); 
1931 c.380 §16; 1987 c.381 §3)

2 9 4 .8 3 5  S t a n d a r d  o f  c a r e ;  i n v e s t m e n t  
i n  c e r t a i n  s t o c k s  p r o h i b i t e d .  (1 )  I n  i n v e s t ­
i n g  a n d  r e i n v e s t i n g  m o n e y s  i n  t h e  i n v e s t ­
m e n t  p o o l  a n d  i n  a c q u i r i n g ,  r e t a i n i n g ,  
m a n a g i n g  a n d  d i s p o s i n g  o f  i n v e s t m e n t s  o f  t h e  
i n v e s t m e n t  p o o l  t n e r e  s h a l l  b e  e x e r c i s e d  t h e  
j u d g m e n t  a n d  c a r e  u n d e r  t h e  c i r c u m s t a n c e s  
t h e n  p r e v a i l i n g ,  w h i c h  i n d i v i d u a l s  o f  p r u ­
d e n c e ,  d i s c r e t i o n  a n d  i n t e l l i g e n c e  e x e r c i s e  i n  
t h e  m a n a g e m e n t  o f  t h e i r  o w n  a f f a i r s ,  n o t  i n  
r e g a r d  to  s p e c u l a t i o n  b u t  i n  r e g a r d  t o  t h e  
p e r m a n e n t  d i s p o s i t i o n  o f  t h e i r  f u n d s ,  c o n s i d ­
e r i n g  t h e  p r o b a b l e  i n c o m e  a s  w e l l  a s  t h e  
p r o b a b l e  s a f e t y  o f  t h e i r  c a p i t a l .  W i t h i n  t h e  
l i m i t a t i o n s  o f  t h e  f o r e g o i n g  s t a n d a r d  a n d  
s u b j e c t  to  s u b s e c t i o n s  (2 )  a n d  (3 )  o f  t h i s  s e c ­
t i o n ,  t h e r e  m a y  b e  a c q u i r e d ,  r e t a i n e d ,  m a n ­
a g e d  a n d  d i s p o s e d  o f  a s  i n v e s t m e n t s  o f  t h e  
i n v e s t m e n t  p o o l  e v e r y  k i n d  o f  i n v e s t m e n t  
w h i c h  i n d i v i d u a l s  o f  p r u d e n c e ,  d i s c r e t i o n  a n d  
i n t e l l i g e n c e  a c q u i r e ,  r e t a i n ,  m a n a g e  a n d  d i s ­
p o s e  o f  f o r  t h e i r  o w n  a c c o u n t .

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

(3 )  N o t w i t h s t a n d i n g  s u b s e c t i o n  (1 )  o f  t h i s  
s e c t i o n ,  n o  m o n e y s  i n  t h e  i n v e s t m e n t  p o o l  
s h a l l  b e  i n v e s t e d ,  a f t e r  J u n e  3 0 ,  1 9 7 9 ,  i n  a n y  
s e c u r i t i e s  o r i g i n a t i n g  o u t s i d e  t h e  U n i t e d  
S t a t e s .  (1973 c.748 §3; 1979 c 608 §41

2 9 4 . 8 4 0  I n v e s t m e n t ,  p o l i c i e s ;  r e v i e w ;  
s e p a r a t e  p o l i c i e s  f o r  i n d i v i d u a l  l o c a l  g o v ­
e r n m e n t  u n i t s .  S u b j e c t  to  t h e  o b j e c t i v e  s e t  
f o r t h  i n  O R S  2 9 4 .S 3 1  a n d  t h e  s t a n d a r d s  s e t  
f o r r h  i n  O R S  2 9 4 .8 3 5 ,  t h e  c o u n c i l  s h a l l  f o r ­
m u l a t e  p o l i c i e s  fo r  t h e  i n v e s t m e n t  a n d  r e i n ­
v e s t m e n t  o f  m o n e y s  in  t h e  i n v e s t m e n t  p o o l  
a n d  t h e  a c q u i s i t i o n ,  r e t e n t i o n ,  m a n a g e m e n t  
a n d  d i s p o s i t i o n  o f  i n v e s t m e n t s  o f  t h e  i n v e s t ­
m e n t  po o l .  T h e  c o u n c i l ,  f r o m  t i m e  to  t i m e ,

28-1

s h a l l  r e v i e w  t h o s e  p o l i c i e s  a n d  m a k e  c h a n g e s  
t h e r e i n  a s  i t  c o n s i d e r s  n e c e s s a r y  o r  d e s i r a ­
b le .  T h e  c o u n c i l  m a y  f o r m u l a t e  s e p a r a t e  p o l ­
ic i e s  fo r  a n y  f u n d s  f r o m  a n y  s i n g l e  
g o v e r n m e n t a l  u n i t  i n c l u d e d  i n  t h e  i n v e s t ­
m e n t  p o o l .  (1973 c.748 §91

29-1.845 I n v e s t m e n t  o f f i c e r  t o  i n v e s t ,  
r e i n v e s t  p o o l  f u n d s .  I n  a m o u n t s  a v a i l a b l e  
fo r  i n v e s t m e n t  p u r p o s e s  a n d  s u b j e c t  to  t h e  
p o l i c i e s  f o r m u l a t e d  b y  t h e  c o u n c i l ,  t h e  i n ­
v e s t m e n t  o f f i c e r  s h a l l  i n v e s t  a n d  r e i n v e s t  
m o n e y s  i n  t h e  i n v e s t m e n t  p o o l  a n d  a c q u i r e ,  
r e t a i n ,  m a n a g e ,  i n c l u d i n g  e x e r c i s e  o f  a n y  
v o t i n g  r i g h t s ,  a n d  d i s p o s e  o f  i n v e s t m e n t s  o f  
t h e  i n v e s t m e n t  p o o l .  [1973 c.748 §101

2 9 4 . 8 4 7  P r o h i b i t e d  c o n d u c t  f o r  i n v e s t ­
m e n t  o f f i c e r .  I n  m a k i n g  i n v e s t m e n t s  p u r s u ­
a n t  to  O R S  2 9 4 . 8 0 5  to  2 9 4 .8 9 5 ,  t h e  i n v e s t m e n t  
o f f i c e r  s h a l l  n o t :

(1 )  M a k e  a  c o m m i t m e n t  to  i n v e s t  f u n d s  
o r  s e l l  s e c u r i t i e s  m o r e  t h a n  1 4  b u s i n e s s  d a y s  
p r i o r  to  t h e  a n t i c i p a t e d  d a t e  o f  s e t t l e m e n t  o f  
t h e  p u r c h a s e  o r  s a l e  t r a n s a c t i o n ;

(2)  E n t e r  i n t o  a n y  a g r e e m e n t  to  i n v e s t  
f u n d s  o r  s e l l  s e c u r i t i e s  f o r  f u t u r e  d e l i v e r y  fo r  
a  fee  o t h e r  t h a n  i n t e r e s t ;

(3 )  L e n d  s e c u r i t i e s  to  a n y  p e r s o n  o r  i n ­
s t i t u t i o n ,  e x c e p t  o n  a  f u l l y  c o l l a t e r a l i z e d  b a ­
s i s ;

(4 )  P a y  f o r  a n y  s e c u r i t i e s  p u r c h a s e d  b y  
t h e  i n v e s t m e n t  o f f i c e r  u n t i l  t h e  i n v e s t m e n t  
o f f i c e r  h a s  r e c e i v e d  p h y s i c a l  p o s s e s s i o n ,  o r  
o t h e r  s u f f i c i e n t  e v i d e n c e ,  a s  d e t e r m i n e d  u n ­
d e r  O R S  2 9 3 . 7 5 1  (1), o f  t i t l e  t h e r e o f .  H o w ­
e v e r ,  t h e  i n v e s t m e n t  o f f ic e r  m a y  i n s t r u c t  a n y  
c u s t o d i a n  b a n k ,  d e f i n e d  i n  O R S  2 9 5 .0 0 5  (2), 
to  a c c e p t  s e c u r i t i e s  o n  t h e  i n v e s t m e n t  o ff i­
c e r ' s  b e h a l f  a g a i n s t  p a y m e n t  t h e r e f o r  p r e v i ­
o u s l y  d e p o s i t e d  w i t h  t h e  i n s t i t u t i o n  b y  t h e  
i n v e s t m e n t  o f f i c e r ;  o r

(5)  D e l i v e r  s e c u r i t i e s  to  t h e  p u r c h a s e r  
t h e r e o f  u p o n  s a l e  p r i o r  to  r e c e i v i n g  p a y m e n t  
i n  f u l l  t h e r e f o r .  H o w e v e r ,  t h e  i n v e s t m e n t  of­
f i c e r  m a y  d e l i v e r  t h e  s e c u r i t i e s  to  a n y  c u s t o ­
d i a n  b a n k ,  d e f i n e d  i n  O R S  2 9 5 .0 0 5  (2), u p o n  
i n s t r u c t i o n s  t o  h o l d  t h e  s a m e  p e n d i n g  r e c e i p t  
b y  t h e  i n s t i t u t i o n  o f  fu l l  n a j r i n e n t  t h e r e f o r .  
[1981 c.380 §11; 1991 C.S8 §6]

2 9 4 .8 5 0  C o n t r a c t s  - w i t h  p e r s o n s  t o  
p e r f o r m  i n v e s t m e n t  f u n c t i o n s ;  c o m p e n ­
s a t i o n ;  b o n d .  T h e  c o u n c i l  m a y  e n t e r  i n t o  
c o n t r a c t s  w i t h  o n e  o r  m o r e  p e r s o n s  w h o m  
t h e  c o u n c i l  d e t e r m i n e s  to  b e  q u a l i f i e d ,  
w h e r e b y  t h e  p e r s o n s  u n d e r t a k e ,  i n  l i e u  o f  t h e  
i n v e s t m e n t  o f f i c e r ,  to  p e r f o r m  t h e  f u n c t i o n s  
s p e c i f i e d  i n  O R S  2 9 4 .8 4 5  to  t h e  e x t e n t  p r o ­
v i d e d  i n  t h e  c o n t r a c t .  P e r f o r m  i n c e  o f  f u n c ­
t i o n s  u n d e r  c o n t r a c t  so  e n t e r e d  i n t o  s h a l l  b e  
p a i d  fo r  o u t  o f  t h e  g r o s s  i n t e r e s t  o r  o t h e r  
i n c o m e  o f  t h e  i n v e s t m e n t s  w i t h  r e s p e c t  to  
w h i c h  t h e  f u n c t i o n s  a r e  p e r f o r m e d ,  a n d  t h e  
n e t  i n t e r e s t  o r  o t h e r  i n c o m e  o f  t h e  i n v e s t ­
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m e n t s  a f t e r  t h a t  p a y m e n t  s h a l l  b e  c o n s i d e r e d  
i n c o m e  o f  t h e  i n v e s t m e n t  p o o l .  T h e  c o u n c i l  
m a y  r e q u i r e  a  p e r s o n  c o n t r a c t e d  w i t h  to  g iv e  
to  t h e  s t a t e  a  f i d e l i t y  b o n d  i n  a  p e n a l  s u m  
a s  m a y  b e  f i x e d  b y  l a w  o r ,  i f  n o t  s o  f i x e d ,  a s  
m a y  b e  f i x e d  b y  t h e  c o u n c i l ,  w i t h  c o r p o r a t e  
s u r e t y  a u t h o r i z e d  to  d o  b u s i n e s s  i n  t h i s  s t a t e .  
C o n t r a c t s  s o  e n t e r e d  i n t o  a n d  f u n c t i o n s  p e r ­
f o r m e d  t h e r e u n d e r  a r e  n o t  s u b j e c t  t o  t h e  
S t a t e  P e r s o n n e l  R e l a t i o n s  L a w  o r  O R S
2 7 9 .5 4 5  to  2 7 9 .7 4 6 .  [1973 c.74S §ll)

2 9 4 .8 5 5  L e g a l  o p i n i o n s ;  i n v e s t m e n t  
c o u n s e l i n g  s e r v i c e s ;  m o r t g a g e  s e r v i c e s .
(1 )  I n  t h e  a c q u i s i t i o n  o r  d i s p o s i t i o n  o f  b o n d s  
w i t h  w h i c h  a D p r o v i n g  l e g a l  o p i n i o n s  o r d i n a r ­
i l y  a r e  f u r n i s h e d ,  t h e  i n v e s t m e n t  o f f i c e r  m a y  
r e q u i r e  a n  o r i g i n a l  o r  c e r t i f i e d  c o p y  o f  t h e  
w r i t t e n  o p i n i o n  o f  a  r e p u t a b l e  b o n d  a t t o r n e y  
o r  a t t o r n e y s ,  o r  t h e  w r i t t e n  o p i n i o n  o f  t h e  
A t t o r n e y  G e n e r a l ,  c e r t i f y i n g  to  t h e  l e g a l i t y  
o f  t h e  b o n d s .

(2)  T h e  c o u n c i l  m a y  a r r a n g e  fo r  t h e  f u r ­
n i s h i n g  to  t h e  i n v e s t m e n t  o f f i c e r  o f  i n v e s t ­
m e n t  c o u n s e l i n g  s e r v i c e s .  T h e  f u r n i s h i n g  a n d  
a c q u i s i t i o n  o f  t h o s e  s e r v i c e s  a r e  n o t  s u b j e c t  
to  t h e  S t a t e  P e r s o n n e l  R e l a t i o n s  L a w  o r  O R S
2 7 9 .5 4 5  to  2 7 9 .7 4 6 .

(3)  T h e  i n v e s t m e n t  o f f ic e r ,  w i i h  t h e  a p ­
p r o v a l  o f  t h e  c o u n c i l ,  m a y  a r r a n g e  f o r  s e r ­
v i c e s  w i t h  r e s p e c t  t o  m o r t g a g e s  i n  w h i c h  
m o n e y s  i n  t h e  i n v e s t m e n t  p o o l  a r e  i n v e s t e d .  
T h o s e  s e n d e e s  s h a l l  b e  p a i d  fo r  o u t  o f  t h e  
g r o s s  i n t e r e s t  o f  t h e  m o r t g a g e s  w i t h  r e s p e c t  
to  w h i c h  t h e  s e r v i c e s  a r e  f u r n i s h e d ,  a n d  t h e  
n e t  i n t e r e s t  o f  t h e  m o r t g a g e s  a f t e r  t h a t  p a y ­
m e n t  s h a l l  b e  c o n s i d e r e d  i n c o m e  o f  t h e  i n ­
v e s t m e n t  p o o l .  T h e  f u r n i s h i n g  a n d  
a c q u i s i t i o n  o f  t h o s e  s e r v i c e s  a r e  n o t  s u b j e c t  
to  t h e  S t a t e  P e r s o n n e l  R e l a t i o n s  L a w  o r  O R S
2 7 9 .5 4 5  to  2 7 9 .7 4 6 .  [1973 c.748 §12]

2 9 4 . S 6 0  C u s t o d y  o f  i n v e s t m e n t  d o c u ­
m e n t s ;  c o l l e c t i o n  o f  i n c o m e ;  d i s t r i b u t i o n  
t o  l o c a l  g o v e r n m e n t s ;  c a l c u l a t i o n  a n d  a l ­
l o c a t i o n  o f  p r o f i t  a n d  l o s s ;  d e f a u l t e d  p a y ­
m e n t s  o f  p r i n c i p a l  a n d  i n t e r e s t ,  
c o l l e c t i o n ,  c o m p r o m i s e .  (1 )  E x c e p t  a s  p r o ­
v i d e d  in  O R S  2 9 4 . 8 5 0  a n d  t h i s  s u b s e c t i o n ,  a l l  
i n s t r u m e n t s  o f  t i t l e  o f  a l l  i n v e s t m e n t s  o f  t h e  
i n v e s t m e n t  p o o l  s h a l l  r e m a i n  i n  t h e  c u s t o d y  
o f  t h e  i n v e s t m e n t  o f f i c e r .  T h e  i n v e s t m e n t  o f ­
f i c e r  m a y  d e p o s i t  w i t h  o n e  o r  m o r e  c u s t o d i a l  
a g e n t s  o r  b a n k s  t h o s e  i n s t r u m e n t s  o f  t i t l e  
t h a t  t h e  S t a t e  T r e a s u r e r  c o n s i d e r s  a d v i s a b l e ,  
to  b e  h e l d  i n  s a f e k e e p i n g  b y  t h e  a g e n t s  o r  
b a n k s  f o r  c o l l e c t i o n  o f  t h e  p r i n c i p a l  a n d  i n ­
t e r e s t  o r  o t h e r  i n c o m e ,  o r  o f  t h e  p r o c e e d s  o f  
s a l e  o r  m a t u r i t y .  F o r  p u r p o s e s  o f  t h i s  s e c ­
t i o n ,  i n s t r u m e n t s  o f  t i t l e  o f  i n v e s t m e n t s  o f  
t h e  i n v e s t m e n t  p o o l  m a y  i n c l u d e  s u c h  e v i ­
d e n c e  o f  t i t l e  a s  t h e  i n v e s t m e n t  o f f i c e r  s h a l l  
c o n s i d e r  s e c u r e  a n d  c o n s i s t e n t  w i t h  m o d e m  
i n v e s t m e n t ,  b a n k i n g  a n d  c o m m e r c i a l  p r a c ­

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

(2 )  E x c e p t  a s  p r o v i d e d  i n  O R S  2 9 4 .S 5 0  
a n d  2 9 4 . 3 5 5  (3 )  a n d  s u b s e c t i o n s  (1)  a n d  (3 )  o f  
t h i s  s e c t i o n ,  t h e  i n v e s t m e n t  o f f i c e r  s h a l l  c o l ­
l e c t  t h e  p r i n c i p a l  a n d  i n t e r e s t  o r  o t h e r  i n ­
c o m e  o f  i n v e s t m e n t s  o f  t h e  i n v e s t m e n t  p o o l ,  
t i t l e  o f  w h i c h  i s  i n  t h e  i n v e s t m e n t  o f f i c e r ' s  
c u s t o d y ,  w h e n  d u e  a n d  p a y a b l e ,  a n d  s h a l l  p a y  
to  t h e  a p p r o p r i a t e  l o c a l  g o v e r n m e n t  o f f i c i a l  
t h e  p r i n c i p a l  a n d  i n t e r e s t  o r  o t h e r  i n c o m e ,  
w i t h i n  3 0  d a y s  a f t e r  t h e  l a s t  d a y  o f  t h e  c a l ­
e n d a r  q u a r t e r  i n  w h i c h  t h e  p r i n c i p a l  a n d  i n ­
t e r e s t  o r  o t h e r  i n c o m e  a c c r u e s .  N o t  l e s s  
o f t e n  t h a n  q u a r t e r l y ,  t h e  i n v e s t m e n t  o f f i c e r  
s h a l l  c o m p u t e  t h e  a m o u n t  b y  w h i c h  t h e  c u r ­
r e n t  f a i r  m a r k e t  v a l u e  e x c e e d s  o r  i s  l e s s  t h a n  
t h e  n e t  p u r c h a s e  p r i c e  o f  a l l  i n v e s t m e n t s  i n  
t h e  i n v e s t m e n t  p o o l  m a t u r i n g  m o r e  t h a n  2 7 0  
d a y s  f r o m  t h e  d a t e  c o m p u t a t i o n  i s  m a d e .  T h e  
i n v e s t m e n t  o f f i c e r  s h a l l  c o m p u t e  t h e  f a i r  
m a r k e t  v a l u e  o f  s u c h  i n v e s t m e n t s  b a s e d  u p o n  
t h e  m e a n  v a l u e  o f  t h e  b i d  a n d  a s k  p r i c e  o f  
s u c h  i n v e s t m e n t s  a s  o f  t h e  d a t e  o f  c o m p u t a ­
t i o n ,  b a s e d  u p o n  q u o t a t i o n s  f r o m  r e p u t a b l e  
d e a l e r s  o r  f i n a n c i a l  i n s t i t u t i o n s  d e a l i n g  i n  
s u c h  i n v e s t m e n t s .  I f  t h e  a m o u n t  s o  c o m p u t e d  
b y  t h e  i n v e s t m e n t  o f f i c e r  t o t a l s  m o r e  t h a n  
o n e  p e r c e n t  o f  t h e  b a l a n c e  o f  t h e  p o o l ,  e i t h e r  
i n  t e r m s  o f  a  g a i n  o r  lo s s ,  t h e  i n v e s t m e n t  o f­
f i c e r  s h a l l  a l l o c a t e  t h e  a m o u r  t  to  a l l  p o o l  
p a r t i c i p a n t s .  A n y  a d d i t i o n  to  o r  d e d u c t i o n  
f r o m  a m o u n t s  to  b e  d i s t r i b u t e d  s h a l l  b e  a l l o ­
c a t e d  a m o n g  t h e  m u n i c i p a l i t i e s  p a r t i c i p a t i n g  
i n  t h e  p o o l  a t  a n y  t i m e  d u r i n g  t n e  m o n t h  i n  
p r o p o r t i o n  to  t h e i r  a v e r a g e  d a i l y  b a l a n c e s  o f  
f u n d s  i n v e s t e d  t h r o u g h  t h e  p o o l .  I n v e s t m e n t s  
m a t u r i n g  2 7 0  d a y s  o r  l e s s  f r o m  t h e  d a t e  o f  
c o m p u t a t i o n  s h a l l  n o t  b e  s u b j e c t  to  t h e  f o r e ­
g o i n g  c o m p u t a t i o n ,  b u t  f o r  o t h e r  p u r p o s e s  
s h a l l  b e  v a l u e d  a t  b o o k  v a l u e  o r  o r i g i n a l  
p u r c h a s e  p r i c e .

(3 )  I n  t h e  e v e n t  o f  d e f a u l t  in  t h e  p a y m  n t  
o f  p r i n c i p a l  o r  i n t e r e s t  o r  o t h e r  i n c o m e  o f  
a n y  i n v e s t m e n t  o f  t h e  i n v e s t m e n t  p o o l ,  t h e  
i n v e s t m e n t  o f f i c e r ,  w i t h  t h e  a p p r o v a l  o f  t h e  
c o u n c i l ,  m a y :

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

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

(c )  M a k e  c o m p r o m i s e s ,  a d j u s t m e n t s  o r  
d i s p o s i t i o n  o f  t h e  m a t u r e d  p r i n c i p a l  o r  i n t e r ­
e s t ’ o r  o t h e r  i n c o m e  a s  t h e  i n v e s t m e n t  o f f i c e r  
c o n s i d e r s  a d v i s a b l e  f o r  t h e  p u r p o s e  o f  p r o ­
t e c t i n g  t h e  m o n e y s  i n v e s t e d .

(d )  M a k e  c o m p r o m i s e s  o r  a d j u s t m e n t s  a s  
to  f u t u r e  p a y m e n t s  o f  p r i n c i p a l  o r  i n t e r e s t  
o r  o t h e r  i n c o m e  a s  t h e  i n v e s t m e n t  o f f i c e r
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c o n s i d e r s  a d v i s a b l e  f o r  t h e  p u r p o s e s  o f  p r o ­
t e c t i n g  t h e  m o n e v s  i n v e s t e d .  [1973 c.748 §13; 1979 
c.475 §2; 1987 c.381 §4; 1991 c.S8 §1]

2 9 4 . S 6 5  M o n t h l y  d e d u c t i o n s  f r o m  i n ­
c o m e  r e c e i v e d  f o r  r e i m b u r s e m e n t  o f  e x ­
p e n s e s ,  r e p a y m e n t  o f  i n i t i a l  
a p p r o p r i a t i o n .  (1 )  T h e  S t a t e  T r e a s u r e r  m a y  
d e d u c t  m o n t h l y  a  m a x i m u m  o f  o n e  p e r c e n t  
o f  t h e  a m o u n t  o f  i n c o m e  r e c e i v e d  f r o m  t h e  
e a r n i n g s  o f  t h e  i n v e s t m e n t  p o o l  d u r i n g  t h e  
p r e c e d i n g  m o n t h .  .Y m o u n t s  so  d e d u c t e d :

(a )  S h a l l  r e i m b u r s e  t h e  S t a t e  T r e a s u r e r  
f o r  e x p e n s e s  t h e  S t a t e  T r e a s u r e r  i n c u r s  a s  
i n v e s t m e n t  o f f i c e r  a n d  to  t h e  e x t e n t  t h e y  a r e  
s o  u s e d  s h a l l  b e  d e p o s i t e d  i n  t h e  M i s c e l l a ­
n e o u s  R e c e i p t s  A c c o u n t  e s t a b l i s h e d  i n  t h e  
G e n e r a l  F u n d  fo r  t h e  S t a t e  T r e a s u r e r ,  a n d  
a r e  a p p r o p r i a t e d  fo r  p a y m e n t  o f  t h e  e x p e n s e s  
o f  t h e  o f f ic e  o f  S t a t e  T r e a s u r e r ,  i n c u r r e d  a s  
i n v e s t m e n t  o f f ic e r ;  a n d

(b )  I n  e x c e s s  o f  e x p e n s e s  i n c u r r e d  b y  t h e  
S t a t e  T r e a s u r e r  d u r i n g  t h e  p r e c e d i n g  m o n t h ,  
s h a l l  b e  u s e d  to  r e t u r n  to  t h e  G e n e r a l  F u n d  
t h e  a p p r o p r i a t i o n  m a d e  to  i n i t i a l l y  c o v e r  t h e  
c o s t s  o f  a d m i n i s t e r i n g  t h e  i n v e s t m e n t  p o o l .

(2 )  O n c e  e n o u g h  m o n e y s  h a v e  b e e n  d e ­
d u c t e d  f r o m  t h e  e a r n i n g s  o f  t h e  i n v e s t m e n t  
p o o l  a n d  r e t u r n e d  to  t h e  G e n e r a l  F u n d  to  
r e p a y  t h e  i n i t i a l  a p p r o p r i a t i o n ,  t h e  S t a t e  
T r e a s u r e r  m a y  d e d u c t ,  u p  to  o n e  p e r c e n t  o f  
t h e  i n c o m e ,  o n l y  s u c h  a m o u n t s  a s  a r e  n e e d e d  
to  r e i m b u r s e  t h e  S t a t e  T r e a s u r e r  f o r  t h e  a c ­
t u a l  e x p e n s e s  t h e  S t a t e  T r e a s u r e r  i n c u r s  a s  
i n v e s t m e n t  o f f i c e r  o f  t h e  i n v e s t m e n t  poo l .  
[1973 c.748 §6; 1975 c.740 §9; 1977 c.26b §1’ ; 1991 c.SS §2]

2 9 4 .8 7 0  S e p a r a t e  a c c o u n t s  f o r  l o c a l  
g o v e r n m e n t s ;  r e p o r t s  o n  i n v e s t m e n t  
c h a n g e s  a n d  m o n t h l y  f i n a n c i a l  s t a t e ­
m e n t s  r e q u i r e d .  (1 )  T h e  i n v e s t m e n t  o f f i c e r  
s h a l l  k e e p ,  f o r  e a c h  g o v e r n m e n t a l  u n i t  w i t h  
f u n d s  i n  t h e  i n v e s t m e n t  p o o l ,  a  s e p a r a t e  a c ­
c o u n t ,  w h i c h  s h a l l  r e c o r d  t h e  i n d i v i d u a l  
a m o u n t s  a n d  t h e  t o t a l s  o f  a l l  i n v e s t m e n t s  o f  
i t s  m o n e y s  i n  t h e  i n v e s t m e n t  pool.

(2) T h e  i n v e s t m e n t  o f f i c e r  s h a l l  r e n o r t  
m o n t h l y  to  t h e  lo c a l  g o v e r n m e n t  o f f i c i a l  o f  
a  g o v e r n m e n t a l  u n i t  w i t h  f u n d s  i n  t h e  i n ­
v e s t m e n t  p o o l  t h e  c h a n g e s  i n  i t s  a c c o u n t  
m a d e  d u r i n g  t h e  p r e c e d i n g  m o n t h  f o r  t h e  i n ­
v e s t m e n t  p o o l .  T h e  i n v e s t m e n t  o f f i c e r  s h a l l  
a l s o  f u r n i s h  a  f i n a n c i a l  r e p o r t  m o n t h l y  to  
e a c h  p a r t i c i p a t i n g  g o v e r n m e n t a l  u n i t  i n v e s ­
t o r  i n  t h e  l o c a l  g o v e r n m e n t  i n v e s t m e n t  p o o l .  
T h e  f i n a n c i a l  r e p o r t  s h a l l  i n c l u d e ,  b u t  n o t  b e  
l i m i t e d  to ,  s u c h  c o m p a r a t i v e  d a t a  f o r  t h e  
p r e c e d i n g  s i x  m o n t h s  o p e r a t i o n  o f  t h e  i n ­
v e s t m e n t  p o o l  a s  w i l l  p r o v i d e  a  b a s i s  f o r  a n ­
a l y z i n g  t r e n d s  a n d  c o m p a r i n g  o p e r a t i n g  
r e s u l t s  a n d  f i n a n c i a l  p o s i t i o n .  A  m o n t h l y  
s t a t e m e n t  s h a l l  b e  d i s t r i b u t e d  w i t h i n  3 0  d a y s  
a f t e r  t h e  ud o f  t h a t  m o n t h .  [1973 c.748 §§14, 15; 
1979 c.608 §5; 1989 c.569 §41

2 9 4 . 8 7 5  M o n t h l y  r e p o r t  i f  i n v e s t m e n t s  
o f  p o o l  f u n d s :  d i s t r i b u t i o n .  N o t  l a t e r  t h a n  
1 5  d a y s  a f t e r  t h e  l a s t  d a y  o f  e a c h  m o n t h ,  t h e  
i n v e s t m e n t  o f f i c e r  s h a l l  s u b m i t  to  t h e  c o u n c i l  
a n d  t h e  b o a r d  a  r e p o r t  o f  t h e  i n v e s t m e n t s  
m a d e  d u r i n g  t h e  p r e c e d i n g  m o n t h .  T h e  r e p o r t  
s h a l l  i n c l u d e  a  d e t a i l e d  s u m m a r y  o f  i n v e s t ­
m e n t ,  r e i n v e s t m e n t ,  p u r c h a s e ,  s a l e  a n d  e x ­
c h a n g e  t r a n s a c t i o n s ,  s e t t i n g  f o r t h ,  a m o n g  
e t h e r  m a t t e r s ,  t h e  i n v e s t m e n t s  b o u g h t ,  so ld  
a n d  e x c h a n g e d ,  t h e  d a t e s  t h e r e o f ,  t h e  p r i c e s  
p a i d  a n d  o b t a i n e d ,  t h e  n a m e s  o f  t h e  d e a l e r s  
i n v o l v e d  a n d  a  s t a t e m e n t  o f  t h e  a c c o u n t s  r e ­
f e r r e d  t o  i n  O R S  2 9 4 . 8 7 0  (1). T h e  r e p o r t s  
s h a l l  i n c l u d e  a  d e s c r i p t i o n  o f  e v e r y  i n v e s t ­
m e n t  i n  t h e  p o r t f o l i o  o f  a s s e t s  i n  t h e  i n v e s t ­
m e n t  p o o l  s h o w i n g  i s s u e r ,  c o u p o n ,  p u r c h a s e  
d a t e ,  m a t u r i t y  d a t e ,  y i e l d  to  m a t u r i t y ,  b o o k  
v a l u e ,  m a r k e t  v a l u e  a s  o f  t h e  e n d  o f  t h e  
m o n t h  f o r  w h i c h  t h e  r e p o r t  i s  r e n d e r e d  a n d  
t h e  m e t h o d  u s e d  to  v a l u e  p o o l  i n v e s t m e n t s ;  
a  c o m p u t a t i o n  o f  t h e  a v e r a g e  l i f e  o f  t h e  
p o r t f o l i o  o f  a s s e t s  i n  t h e  i n v e s t m e n t  p o o l  
w e i g h t e d  a c c o r d i n g  to  t h e  m a r k e t  v a l u e  o f  
e a c h  i n v e s t m e n t  t h a t  m a t u r e s  m o r e  t h a n  2 7 0  
d a y s  f r o m  t h e  r e p o r t  d a t e  a s  o f  t h e  e n d  o f  t h e  
m o n t h  f o r  w h i c h  t h e  r e p o r t  i s  r e n d e r e d ;  a n d  
a  c o m p u t a t i o n  o f  t h e  a n n u a l i z e d  r a t e  o f  r e ­
t u r n  o f  t h e  i n v e s t m e n t  p o o l  p o r t f o l i o ,  n e t  o f  
e x p e n s e .  A  c o p y  o f  t h e  r e p o r t s  s h a l l  b e  m a d e  
a v a i l a b l e  to  e a c h  c o u n t y ,  m u n i c i p a l i t y ,  
s c h o o l  d i s t r i c t  a n d  o t h e r  p o l i t i c a l  s u b d i v i s i o n  
t h e  f u n d s  o f  w h i c h  a r e  t h e n  b e i n g  i n v e s t e d  
b y  t h e  i n v e s t m e n t  o f f ic e r .  T h e  i n v e s t m e n t  of­
f i c e r  m a y  s e n d  c o p ie s  o f  t h e  r e p o r t  t o  i n ­
v e s t m e n t  b a n k e r s  a n d  b r o k e r s  r e c o m m e n d e d  
b y  t h e  c o u n c i l .  [1973 C.74S §16; 1981 c.SS0 §17; 1937 
c.381 §5]

2 9 4 . 8 8 0  P r o g r a m  e x a m i n a t i o n  a n d  a u ­
d i t ;  r e p o r t ;  d i s t r i b u t i o n .  A n  e x a m i n a t i o n  
a n d  a u d i t  o f  t h e  i n v e s t m e n t  p o o l  s h a l l  b e  
m a d e  s e p a r a t e l y  f r o m  t h e  a u d i t  o f  t h e  t r e a s ­
u r e r  f o r  s u b m i s s i o n  to  t h e  c o u n c i l ,  lo c a l  
g o v e r n m e n t a l  u n i t s  w h i c h  a r e  i n v e s t o r s  in  
t h e  p o o l ,  t h e  L e g i s l a t i v e  A s s e m b l y  a n d  t h e  
b o a r d  a t  l e a s t  o n c e  a  y e a r  a n d  a t  o t h e r  t i m e s  
a s  t h e  c o u n c i l  m a y  r e q u i r e .  A n  a u d i t  r e p o r t  
s h a l l  b e  s u b m i t t e d  to  t h e  i n d i v i d u a l s  a n d  
u n i t s  s p e c i f i e d  w i t h i n  6 0  d a y s  a f t e r  t h e  e n d  
o f  t h e  f i s c a l  y e a r  o r  a s  s o o n  a s  p r a c t i c a l .  T h e  
r e p o r t  s h a l l  i n c l u d e  a  s t a t e m e n t  p r e p a r e d  b y  
t h e  S t a t e  T r e a s u r e r  o f  t h e  i n v e s t m e n t  r u l e s  
g o v e r n i n g  i n v e s t m e n t s  a u t h o r i z e d  b y  t h e  
c o u n c i l .  [1973 c.748 §17; 1979 c.608 §6]

2 9 4 . 8 8 2  M e r g e r  o r  s u b s e q u e n t  s e p a ­
r a t i o n  o f  l o c a l  g o v e r n m e n t  i n v e s t m e n t  
p o o l  a n d  s t a t e  i n v e s t m e n t  f u n d ;  p r e c o n ­
d i t i o n s .  I t  i s  r e c o g n i z e d  t h a t  a  t i m e  m i g h t  
c o m e  w h e n  t h e  i n t e r e s t  o f  l o c a l  g o v e r n m e n t s  
d i m i n i s h e s  to  t h e  e x t e n t  t h a t  p a r t i c i p a t i o n  in  
t h e  lo c a l  g o v e r n m e n t  i n v e s t m e n t  p o o l  n o  
l o n g e r  w a r r a n t s  i t s  o p e r a t i o n  a s  a  s e p a r a t e  
f u n d .  I f  t h e  l o c a l  g o v e r n m e n t  i n v e s t m e n t  p o o l

23-116



MUNICIPAL FINANCIAL ADMINISTRATION 294.905

d e c r e a s e s  t o  a  l e v e l  b e l o w  $ 1 2 5  m i l l i o n ,  t h e  
S t a t e  T r e a s u r e r  m a y  t r a n s f e r  t h e  a s s e t s  o f  
t h e  p o o l  to  t h e  s t a t e  i n v e s t m e n t  f u n d  e s t a b ­
l i s h e d  p u r s u a n t  to  O R S  2 9 3 .7 0 1  (2)(q).  I n  t h a t  
e v e n t ,  t h e  lo c a l  g o v e r n m e n t  i n v e s t m e n t  p o o l  
p a r t i c i p a n t  a c c o u n t s  w i l l  b e  t r e a t e d  a s  a r e  
o t h e r  s t a t e  f u n d s  a n d  a c c o u n t s  i n  r e c e i v i n g  
a  p r o p o r t i o n a t e  s h a r e  o f  t h e  e a r n i n g s  o f  t h a t  
i n v e s t m e n t  f u n d .  T h e  S t a t e  T r e a s u r e r ,  a t  t h e  
d i s c r e t i o n  o f  t h e  t r e a s u r e r  m a y  r e e s t a b l i s h  
t h e  l o c a l  g o v e r n m e n t  i n v e s t m e n t  p o o l  a s  a  
s e p a r a t e  f u n d ,  i f  t h e  p a r t i c i p a n t  a c c o u n t s  i n ­
c r e a s e  to  o v e r  $ 1 2 5  m i l l i o n  a n d  i n  t h e  S t a t e  
T r e a s u r e r ' s  j u d g m e n t ,  s u f f i c i e n t  i n t e r e s t  b y  
l o c a l  g o v e r n m e n t  e x i s t s  to  i n s u r e  t h e  l o c a l  
g o v e r n m e n t  i n v e s t m e n t  p o o l  w i l l  r e m a i n  o v e r  
$ 1 2 5  m i l l i o n .  P r i o r  to  r e e s t a b l i s h i n g  t h e  p o o l  
a s  a  s e p a r a t e  f u n d ,  t h e  S t a t e  T r e a s u r e r  s n a i l  
f i r s t  p r e s e n t  a  p l a n  fo r  o p e r a t i o n ,  i n c l u d i n g  
t h e  r e a s o n s  fo r  s u c h  a c t i o n ,  t o  t h e  O r e g o n  
I n v e s t m e n t  C o u n c i l  a t  a  r e g u l a r l y  s c h e d u l e d  
m e e t i n g  f o r  i t s  r e v i e w  a n d  c o m m e n t .  T h e  
S t a t e  T r e a s u r e r  s h a l l  p u b l i s h  n o t i c e  i n  t h e  
S e c r e t a r y  o f  S t a t e ' s  a d m i n i s t r a t i v e  r u l e s  b u l ­
l e t i n  o f  t h e  t r e a s u r e r ' s  i n t e n t  to  r e e s t a b l i s h  
t h e  p o o l  a s  a  s e p a r a t e  f u n d  a t  l e a s t  3 0  d a y s  
p r i o r  to  t h e  m e e t i n g  a t  w h i c h  t h e  O r e g o n  
i n v e s t m e n t  C o u n c i l  s h a l l  r e v i e w  t h e  p r o ­
p o s a l ,  a n d  n o t i c e  o f  t h e  m e e t i n g  t i m e  a n d  lo ­
c a t i o n  o f  t h e  O r e g o n  I n v e s t m e n t  C o u n c i l  a t  
w h i c h  t h e  p r o p o s a l  w i l l  b e  d i s c u s s e d .  [1979 
c.608 §9; 19S0 c.19 47; 1983 c.456 §3]

2 9 4 . 8 8 5  O r e g o n  S h o r t  T e r m  F u n d  
B o a r d ;  m e m b e r s ;  a p p o i n t m e n t ;  t e r m :  v a ­
c a n c i e s .  ( I )  T h e r e  i s  c r e a t e d  t h e  O r e g o n  
S h o r t  T e r m  F u n d  B o a r d  c o n s i s t i n g  o f  s e v e n  
m e m b e r s .  .

(2 )  O n e  m e m b e r  s h a l l  b e  t h e  S t a t e  T r e a s ­
u r e r  o r  t h e  t r e a s u r e r ' s  d e s i g n a t e d  r e p r e s e n ­
t a t i v e .  T h r e e  m e m b e r s  w h o  a r e  q u a l i f i e d  b y  
t r a i n i n g  a n d  e x p e r i e n c e  i n  t h e  f i e ld  o f  i n ­
v e s t m e n t  o r  f i n a n c e  a n d  w h o  d o  n o t  h o l d  a n y  
o t h e r  p u b l i c  o f f ic e  o r  e m p l o y m e n t ,  s h a l l  b e  
a p p o i n t e d  b y  t h e  S t a t e  T r e a s u r e r .  T h r e e  
m e m b e r s ,  w h o  a r e  t r e a s u r e r s ,  f i n a n c e  o r  f i s ­
c a l  o f f i c e r s  o r  b u s i n e s s  m a n a g e r s  o f  a n y  
c o u n t y ,  c i t y  o r  s c h o o l  d i s t r i c t ,  s h a l l  b e  a p ­
p o i n t e d  b y  t h e  G o v e r n o r .  I n  m a k i n g  t h e  a p ­
p o i n t m e n t ,  t h e  G o v e r n o r  m a y  c o n s i d e r  
p e r s o n s  r e c o m m e n d e d  by :

( a )  T h e  A s s o c i a t i o n  o f  O r e g o n  C o u n t i e s .

(b )  T h e  L e a g u e  o f  O r e g o n  C i t i e s .

(c )  T h e  O r e g o n  S c h o o l  B o a r d s  A s s o c i ­
a t i o n .

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

b u t  f o r  t h e  u n e x p i r e d  t e r m  o n ly .  [1973 c.748 §19; 
1979 c.608 §7; 1981 c.880 §18; 1989 c.1006 §2]

2 9 4 .8 9 0  B o a r d  m e m b e r s  s e r v e  w i t h o u t  
c o m p e n s a t i o n ;  s e l e c t i o n  o f  c h a i r m a n .  (1)  
A  m e m b e r  o f  t h e  b o a r d  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 .

(2 )  T h e  b o a r d  s h a l l  s e l e c t  o n e  o f  i t s  
m e m b e r s  a s  c h a i r m a n ,  f o r  a  t e r m  a n d  w i t h  
t h e  p o w e r s  a n d  d u t i e s  n e c e s s a r y  fo r  t h e  p e r ­
f o r m a n c e  o f  t h e  f u n c t i o n s  o f  t h e  o ff ice  a s  t h e  
b o a r d  s h a l l  d e t e r m i n e .  (1973 c.748 §20]

2 9 4 . 8 9 5  B o a r d  d u t i e s ,  g e n e r a l l y .  T h e  
b o a r d  s h a l l :

( 1 )  A d v i s e  t h e  c o u n c i l  a n d  t h e  i n v e s t m e n t  
o f f i c e r  i n  t h e  m a n a g e m e n t  o f  t h e  i n v e s t m e n t  
p o o l  a n d  i n  t h e  i n v e s t m e n t  o f  a l l  f u n d s  d e ­
f i n e d  i n  O R S  2 9 3 .7 0 1  (2 ) ( r )  a n d  i n v e s t e d  p u r ­
s u a n t  to  O R S  2 9 3 .7 2 1 .

(2 )  R e v ic .v  t h e  r u l e s  p r o m u l g a t e d  b y  t h e  
i n v e s t m e n t  o h i c e r  a s  a u t h o r i z e d  u n d e r  O R S
2 9 4 .8 2 5  (4).

(3 )  C o n s u l t  w i t h  t h e  c o u n c i l  a n d  t h e  i n ­
v e s t m e n t  o f f ic e r  o n  a n y  m a t t e r  r e l a t i n g  to  
t h e  i n v e s t m e n t  a n d  r e i n v e s t m e n t  o f  f u n d s  i n  
t h e  i n v e s t m e n t  p o o l  a n d  o n  a n y  m a t t e r  r e ­
l a t i n g  to  t h e  i n v e s t m e n t  o r  r e i n v e s t m e n t  o f  
f u n d s  d e f i n e d  i n  O R S  2 9 3 . 7 0 1  (2 ) ( r )  a n d  i n ­
v e s t e d  p u r s u a n t  to  O R S  2 9 3 .7 2 1 .  [1973 c.748 §21; 
1981 c.SSO §19]

C O U N C I L S  O F  G O V E R N M E N T S

29-4.900 “ C o u n c i l  o f  g o v e r n m e n t s ” d e ­
f i n e d .  A s  u s e d  i n  O R S  2 9 4 .9 0 0  to  2 9 4 .9 3 0 ,  
“ c o u n c i l  o f  g o v e r n m e n t s ” m e a n s  a n  e n t i t y  
o r g a n i z e d  b y  u n i t s  o f  l o c a l  g o v e r n m e n t  u n d e r  
a n  i n t e r g o v e r n m e n t a l  a g r e e m e n t  u n d e r  O R S
1 9 0 .0 0 3  to  190 .110 ,  w h i c h  d o e s  n o t  a c t  u n d e r  
t h e  d i r e c t i o n  a n d  c o n t r o l  o f  a n y  s i n g l e  m e m ­
b e r  g o v e r n m e n t  a n d  d o e s  p r o v i d e  s e r v i c e s  d i ­
r e c t l y  t o  i n d i v i d u a l s .  (1987 c.666 §l]

Note: 294.900 to 294.930 were enacted into law by 
the Legislative Assembly but were not added to or made 
a part of ORS chapter 294 or any series therein_by leg­
islative action. See -eface to Oregon Revised Statutes 
for further explanation.

2 9 4 . 9 0 5  B u d g e t  c o m m i t t e e ;  m e m b e r ­
s h i p ;  t e r m ;  v a c a n c i e s ;  o f f i c e r s ;  m e e t i n g s  
t o  b e  p u b l i c .  (1 )  A  c o u n c i l  o f  g o v e r n m e n t s  
s h a l l  e s t a b l i s h  a  b u d g e t  c o m m i t t e e  i n  a c c o r ­
d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h i s  s e c t i o n .

(2 )  T h e  b u d g e t  c o m m i t t e e  s h a l l  c o n s i s t  o t  
t h e  m e m b e r s  o f  t h e  g o v e r n i n g  b o d y  o f  t h e  
c o u n c i l  o f  g o v e r n m e n t s  a n d  a n  e q u a l  n u m b e r  
o f  r e p r e s e n t a t i v e s  o f  t h e  s e r v i c e s  p r o v i d e d  b y  
t h e  c o u n c i l  o f  g o v e r n m e n t s .  I f  t h e r e  a r e  
f e w e r  r e p r e s e n t a t i v e s  o f  t h e  s e r v i c e s  t h a n  
t h e  n u m o e r  o f  m e m b e r s  o f  t h e  g o v e r n i n g  
b o d y  o f  t h e  c o u n c i l ,  t h e  g o v e r n i n g  D ody a n d  
t h e  r e p r e s e n t a t i v e s  w i l l i n g  to  s e r v e  s h a l l  b e  
t h e  b u d g e t  c o m m i t t e e .  I f  t h e r e  a r e  n o  r e p r e ­
s e n t a t i v e s  w i l l i n g  to  s e r v e ,  t h e  g o v e r n i n g  
b o d y  s h a l l  b e  t h e  b u d g e t  c o m m i t t e e .



I n c e n t i v e  U n d e r  C o n s i d e r a t i o n  S u g g e s t e d  B o n u s  V a l u e

* ( m a x i m u m  p e r c e n t  o f  c o n t r a c t )

D is a d v a n ta g e d  B u s in e s s  E n te r p r is e s /  E q u a l 
E m p lo y m e n t O p p o r tu n i t y ,  b o t h  s t a t e  a n d  f e d e r a l  

m a n d a t e s  a r e  a d d r e s s  b y  t h e  c u r r e n t  p r o g r a m .
(5 %  o f  t h e  v a l u e  o f  t h e  q u a l i f y i n g  D B F . /E E O  c o n t r a c t e d  
s e r v ic e s ,  u p  to  t h e  a l l o w a b l e  m a x i m u m  d o l l a r  a m o u n t ,  w o u l d  
b e  p a i d . )

R e c o m m e n d e d  b o n u s  . . .  2 %

A la ska  H ire  P ro g ra m ,  c u r r e n t l y  a  s t a t e  p r o g r a m  

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

o n  s t a t e  f u n d e d  c o n s t r u c t i o n  p r o j e c t s .

(5%  o f  th e  s a l a r i e s  — a s  d o c u m e n t e d  in  t h e  c e r t i f ie d  p a y r o l l  
-  f o r  all  a l a s k a n  w o r k e r s ,  u p  to  t h e  a l l o w a b l e  m a x i m u m  
d o l l a r  a m o u n t ,  w o u l d  b e  e l i g i b l e  f o r  a  b o n u s . )

R e c o m m e n d e d  b o n u s  . . .  2 %

A la ska  B id d e r 's  P re fe re n c e ,  c u r r e n t l y  a  s t a t e  

p r e f e r e n c e  p r o g r a m  w i t h i n  A S  3 6 . 3 0  w h i c h  g i v e s  

b i d d e r s  r e s i d i n g  i n  A l a s k a  a  b i d d i n g  a d v a n t a g e  

o v e r  n o n - r e s i d e n t  b i d d e r s .  I n  i t s  p r e s e n t  f o r m  

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

c o n t r a c t s .

R e c o m m e n d e d  b o n u s  . . .  2 %

A la ska  P ro d u c ts  P re fe re n c e ,  c u r r e n t l y  a  s t a t e  

p r e f e r e n c e  p r o g r a m  w i t h i n  A S  3 6 . 3 0  w h i c h  g i v e s  

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

m a d e  i n  A l a s k a .  I n  i t s  p r e s e n t  f o r m  t h i s  i s  n o t  a n  

a l l o w a b l e  i n c e n t i v e  o n  f e d e r a l  a i d  c o n t r a c t s .

( 3 , 5  o r  7% o f  t h e  i n v o i c e  a m o u n t  -  a s  d o c u m e n t e d  b y  th e  
m a n u f a c t u r e r  -  f o r  a l l  a l a s k a n  p r o d u c t s ,  u p  to  t h e  a l l o w a b l e  
m a x i m u m  d o l l a r  a m o u n t ,  w o u l d  b e  e l ig ib le  fo r  a  b o n u s . )

R e c o m m e n d e d  b o n u s  . . .  2 %

S u b c o n tr a c t in g ,  c u r r e n t l y  t h e  s t a t e  r e q u i r e m e n t s  

w i t h i n  A S  3 6 . 3 0  m a k e  i t  d i f f i c u l t ,  t h o u g h  n o t  

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

w o r k  o n  s t a t e  f u n d e d  c o n s t r u c t i o n  p r o j e c t s .  A n  

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

c o n t r a c t o r s  f o r  u s i n g  l o c a l  s u b c o n t r a c t o r s .

(5%  o f  th e  v a l u e  o f  t h e  q u a l i f y i n g  a l a s k a n  s u b c o n t r a c t e d  
s e rv ic e s ,  u p  to  th e  a l l o w a b l e  m a x i m u m  d o l l a r  a m o u n t ,  w o u l d  
b e  p a i d . )

R e c o m m e n d e d  b o n u s  . . .  2 %

B o n u s  P r o g r a m  D e t a i l s :

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

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

i n  w h a t e v e r  w a y  p o s s i b l e .



E x a m p l e :

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

m a t e r i a l s  v a l u e d  a t  $ 3 0 0 , 0 0 0 ;  a  l o c a l  w o r k f o r c e  p a y r o l l  f o r  t h e  p r i m e  c o n t r a c t o r  o f  $ 4 0 0 , 0 0 0 ;  

l o c a l  s u b c o n t r a c t o r  s e r v i c e s  v a l u e d  a t  $ 1 0 0 , 0 0 0 ;  a n d  D E E  c o n t r a c t s  v a l u e d  a t  $ 5 0 , 0 0 0  w o u l d  

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

•  B i d d e r ' s  P r e f e r e n c e  f o r  t h e  p r i m e  y i e l d s  a  b o n u s  o f

•  A l a s k a  P r o d u c t  p r e f e r e n c e  f o r  l o c a l l y  m a n u f a c t u r e d

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

5 3 0 0 , 0 0 0  a n d  a  D C E D  Q a s s  I I I  c e r t i f i c a t i o n  y i e l d s  

$ 3 0 0 , 0 0 0  t i m e s  . 0 7  =  $ 2 1 , 0 0 0 . 0 0 ,  b u t  b y  s p e c i f i c a t i o n  

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

• A l a s k a  H i r e

b a s e d  u p o n  a  c e r t i f i e d  p a y r o l l  o f  $ 4 0 0 , 0 0 0  y i e l d s

• S u b c o n t r a c t i n g  B o n u s

b a s e d  o n  s u b c o n t r a c t s  v a l u e d  a t  $ 1 0 0 , 0 0 0  y i e l d s

• D B E  S u b c o n t r a c t i n g  B o n u s

b a s e d  o n  s u b c o n t r a c t s  v a l u e d  a t  $ 5 0 , 0 0 0  y i e l d s

$ 1 , 0 0 0 , 0 0 0  t i m e s  . 0 2  =  $ 2 0 , 0 0 0 . 0 0

B u t ,  t i r e  O V E R A L L  P R O J E C T  b o n u s  i s  c a p p e d  a t  5 % .  T h u s  t h e  

m a x i m u m  a m o i m t  p a y a b l e  t o  t h e  c o n t r a c t o r  o n  a  $ 1  m i l l i o n  a v / a r d  i s

$20,000.00

$ 4 0 0 , 0 0 0  t i m e s  . 0 5  =  5 2 0 , 0 0 0 . 0 0

$ 1 0 0 , 0 0 0  t i m e s  . 0 5  =  $ 5 , 0 0 0 . 0 0

$ 1 0 0 , 0 0 0  t i m e i  . 0 5  =  $ 2 . 5 0 0 . 0 0  

Y i e l d s  a  s u b t o t a l  P r o j e c t  b o n u s  o f  =  $ 6 7 , 5 0 0 . 0 0

$ 5 0 , 0 0 0 . 0 0



840 CMR 16.00; IN VESTM EN T A D V IC E  AND M A N A G E M E N T 

Section
j ‘ i

16.0V Definitions.
16.02: Em ploym ent of Investment Advisor ,
16.03; A u th o rity  of Investment Advisor to Invest Funds 
16.04: Use of Securities pepository; Nominees
16.06: Review  of Investment Performance
16.06: N otice lo Cease and Destsi

•  These are the standard rules for investment advice and management 
promulgated by the Commissioner of Public Employee R etirem ent pursuant to 

t M .C .L . c. 7. s. 50 and M .G .L. c. 32. ss. 21 and 23. Except as m ay otherwise b̂  
provided by the Commissioner, or by supplementary rules of a particular 
retirem ent board approved by the Commissioner pursuant to 640 C M R  14.02. or 
by statute, tnesc rules shall govern investment advice and management provided 
to any retirem ent board in the Commonwealth.

16.01: D e fin itions '

Unless a d ifferent meaning is plainly required by the context, words and phrases 
used in 840 C M R  16.00 lo 840 CM R 22.00. inclusive, shall have the meanings 
assigned them by 840 C M R  16.01. If  no meaning is assigned by this section they 
shall have the n  lantngs assigned them by M .G.L. c. 32 and if no meaning is so 
assigned, they snail have their ordinary meanings.

(1) Fiduciary or retirem ent board fiduciary means any person who exercises any 
discretionary outnonty or discretionary control respecting m anagem ent -of the 
funds of any retirem ent system or exercises any authority or control respecting 
managem ent or disposition of its assets, including, without lim itation:

(aj Any retirem ent board member:
foj Any retirem ent board s ta ff member who exercises such author,ty or 
control:
(c) Any investment advisor.

(2) Investment advisor means any person who provides investm ent advice to. or 
manages tne iuncs of. a retirem ent system with or without compensation 
including, without iim iia iio n , any retirem ent board member, fiduciary, 
employee, broker or agent who provides such advice or manages such funds.

(3) Person means an individual, partnership, _ jo in t  venture, corporation, 
association, trust, estate or organization of members of a retirem ent system.

(4) Q ualified investment advisor means an investment advisor who is:
(a; registereo as ar, investment advisor pursuant to the investm ent Advisors 
A ct of 1940 (15 U.S.C. 80b-1 et. sec.):
fa) a bank as defined by the Investment Advisors Act of 1S4C:
(e) an insurance company qualified to manage, arquire or dispose o f assets in 
a pian pursuant to tne laws of more thar, one state: or
(d) a person determ ined by the Commissioner of Public Employee R etirem ent 
to have an investm ent management record, including experience managing

^  the investm ents o f one o : more Massachusetts public empiovee retirem ent
systems, that qualifies such person to serve as an investm ent advisor: 
provided that any board seeking to employ as a qualified investm ent advisor 
any person qualifying under 640 CMR 16,01(4)(d) shall set forth, in w riting, its 
justifications for doing so. and provided further that the commissioner, in 
making said determ ination, snail set forth ir. writing his ju stificatio n  for 
approving such person as a Qualified investment advisor under 640 C M R  
16.01(4)(c).

16.02: Em ploym ent o f Investment Advisor !

(.1) Any board may employ a qualified investment advisor as oefined in 540 CMF, 
16.0 1 (4) to advise the board on investments or to manage the funds o f the system.



iMTfW u r tn r in  iiiiw i h i l minTTMFimn m r f - i r n w ii iiniiii i i in in iii iiiiii i i i i m u  nir w w n i r ' r -

£*0 CMR: PUBUC EMPLOYEE RETIREMENT ADMINISTRATION

16.02: continued

IE.02:

(2) No person who is not r 'Qualified investment advisor as defined by 840 CMR 
16.01(4) shall advise any b«. s i t  on investments or manage on behalf of any board 
the funds of any system .-.

(3) Any board may incur expenses for investment advice or management of the 
funds of the system ov a qualified investment aovisor and may charge such 
expenses against earned income from investments provided that such expenses 
snail not exceed in any one y e a r

(a) 1% of the value of the fund for the first 55 million, and 
(bj 0.5% of the value of the fund in excess of 55 million.

/
Authority cf Investment Advisors to Invest Funds

(1) Any retirem ent board may by vote authorize a qualified investm ent advisor 
as defined by 84C CMR 16.01(4) to invest and reinvest the iunds of the system  on 
behalf of the board:

(a) on a transaction by transaction basis as directed by the board, or
fb) on a monthly basis m accordance with the board 's  s ta tem en t of
investm ent ob |ectives and such further direction as may be provided by the
board.

(2) Every investment made by an investment advisor on behalf of a board shall 
comply with the requirem ents of M.G.L c. 22. s. 23 and 840 CMR 16.00 through 
21.00.

(3) Every board that authorizes an investment advisor to invest and reinvest the 
funcs of the system on a monthly basis shall review such investm ents monthly 
and shall approve each investment transaction within th irty  (30) cays following 
se ttlem en t of the transaction.

2E.CK: Use cf Securities Depository: Nominees

(1) /m y board may designate one cr more banks or trust companies, organized 
under the iaws of the Commonwealth or of the United S tates, custodian o ' the 
securities of the system and may designate as members of any nominee holding 
securities of the system  any autnorizeri employee of saich custodian.

(2) Any board may authorize a custodian designated pursuant to 840 CMR 
16.04(1) to piace the securities of the system in a securities depository 
registered with the Securities and Exchange Commission for the purpose of 
facilita ting  security trading and certificate  delivery.

15.05: Review of investm ent Perform ance

(1) Every retirem ent board shall review the perform ance of system  investm ents 
at least sem i-annually. •

(2) Every retirem ent board that has a qualified investm ent advisor shall at least 
sem i-annually:

(a) require its investm ent advisor to provide a comprehensive w ritten  report 
^  of investm ent perform ance.

fo) review each such report in depth with its investm ent advisor.

1E.05: Notice :o Cease and Desist

If the Commission r cf Public Employee R etirem ent has reason to believe 
that any person including, witnout lim itation, any board or memDer or 
investm ent aovisor tnereof is investing the funcs of the .system without being 
qualified to do so or otherwise in vioiation of any provision of M.G.L. c. 22. s. 23 
and 840 CMF, 16.00 through 22.00, inclusive, the Commissioner shall issue a 
nonce to such person to cease anc desist from doing so and. if the Commissioner 
finds m at protection of system  funds so require, he may:

(1) Remove any such investment advisor.

:/21/E6 840 CMR - 54



840 CMR: PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION

16.06: continued

(2) Revoke any cxem pjjon granted to such board pursuant to 840 C M R  16.05.

(3) Petition the superior court lo compel the observance and restrain the
violation of any provision of M .G .L. c. 22. s. 23 and of B40 C M R  16.00 tnrough

22.00. /,

R E G U L A T O R Y  A U T H O R IT Y

640 CM R 16.00: M .G .L. c. 2, s. 50:
i M .G .L  c. 32. ss. 21 and 23.

12/31/BE 840 CMR - £5



840 CMR: PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION

840 CMR 17.00: STANDARDS OF CONDUCT FOR FIDUCIARIES AND INVESTMENT
ADVISORS

S ec tio n  i 'JV

17.01: Bonding of Persons Having Access to Retirem ent Board Funds
17.02: Code of Ethics for Fiduciaries
17.02: Standards of Conduct for Fiduciaries
17.04: Standards of Conduct for Investment Advisors

These rules establishing standards of conduct for fiduciaries and investm ent 
advisors ere promulgated by the Commissioner of Public Employee R etirem ent 
pursuant to M.G.L. c. 7. s. 50 and M.G.L. c. 32, ss. 21 and 23. Except as may 

i otherwise be provided by the Commissioner, or by supplem entary rules of a 
particu lar retirem ent board approved by the Commissioner pursuant to 640 CMR 
14.02, or by st. tute. these rules shall govern the conduct of all re tirem en t board 
fiduciaries and investment advisors. No person who is not a Qualified investm ent 
advisor as defined by 840 CMR 16.01(4) shall provide investm ent advice to or 
manage the funds of any retirem ent system.

17.01: Bondinr of Persons Having Access to Retirem ent Board Funds

A1J persons having access to retirem ent board funds shall be bonded in an
amount sufficient to provide reasonable protection against losses due to fraud 
and dishonesty.

17.02: Code of Ethics for Fiduciaries

Fiduciaries shall subscribe and conform to the following code of ethics;

(1) Fiduciaries should conduct themselves with in tegrity  and ac t in an eth ical 
m anner in their dealings with the public, retirem ent board, employers, 
employees, and fellow  fiduciaries.

(2) Fiduciaries should conduct themselves and should encourage o ther fiduciaries 
to perform  their functions in a professional and ethical m anner that will re flec t 
credit on themselves and their profession.

%

(3) Fiduciaries should act with competence and should strive  to m ain tain  and 
improve their competence and that of others ir. their profession.

(4) Fiduciaries shouid use proper care and exercise independent professional 
. judgment.

17.02: Standards of Conduct for Fiduciaries

Every fiduciary shall know and comply with all applicable provisions of 
M.G.L. c. 268A governing the conduct of public officials and em ployees and shall 
conform to the standards of conduct prescribec-by M.G.L. c. 265A, s. 23.

(1) Every fiduciary shall:
(a) Discharge his or her duties for the exclusive purpose of providing benefits 
to retirem ent system members and theiFbeneficiaries;
(b) Act with the care, skill, prudence and diligence under the c ircum stances 
then prevailing that a prudent person acting in a like capacity  and fam iliar 
with such m atters would use in the conducl of an enterprise of like ch a ra c te r  
and with like aims:
(c) Diversify investments of the retirem ent system  so as to m inim ize the nsk 
of large losses uniess under the circum stances it is cieariy prudent not to do 
so;
(d) O perate in accordance with retirem ent system procedures, docum ents 
and instruments: anc
(e) Inform each retirem ent system investment advisor of the Code of Ethics 
and Standards of Conduct apDlicable to investment advisors pursuant to 
840 CMR 17.02 and 17.04.

\ 12/31/86 B40 CMR - 57
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17.02: continued

(2) No fiduciary shall: •*'
(a) Receive additional compensation for services as a re tirem ent board 
fiduciary if be or she is employed full-tim e by an employer whose em ployees 
are members of that retirem ent system except as otherwise provided by law; 
fb) Deal with, re tirem ent system assets for his o: her own account or in his or 
her own in terest;
(c) Act in any m anner affecting a retirem ent system on behalf cf am  person 
or organization whose in terests are adverse to Uie in terests of the system , us 
mem bers or beneficiaries:
(d) Receive any thing of value tor his or her own personal account from any 

r person or organization in connection with a transaction involving re tirem en t
system  assets:
(e) Cause a retirem ent system, to engage in a transaction which involves, 
d irectly  or indirectly, a sale, exchange, lease or van sfe r of assets to or from , 
or the use of assets by or for the benefit of, or the furnishing of goods, 
services or facilities to or by, or the lending of money or extension of cred it 
to or by, a party  in in terest. A party in in terest includes:

1. any board m ember, fiduciary, employee, broker, agent or person 
providing services to the board;
2. any organization of members of the retirem ent system;
2. any corporation. pa-tncr-hip, or trust or es ta te  of which or in which 10 
percent or more of —

a. the voting stock or value of all stock of such corporation.
b. the in terest in capital or profits of such partnership, or
c. the beneficial in terest of such trust or esta te , is owned d irec tly  or 

indirectly by perrons described in 840 CMR 17.03(2)te)l.;
4. any spouse, ancestor, lineal descendant, or spouse of a lineal 
descendant of any individual described in 840 CMR 37.03(2)(e)l.

37.04: Standards of Conduct for Investment Advisors

(1) Compliance w ith  Applicable Law.- Reruiations. Code o f Ethics and 
Stanoarns o: Gcnctict.

laj Knowieore of and Complaince with Applicable Law, e tc . Evert1 
investm ent aovisor snail maintain knowiecge o: anc snail compiy w ith all 
applicable laws a rc  rates anc regulations, including rules and regulations of 
any self-regulatory  agency of the profession, end the Standards of Conduct of 
840 CMR 17.02 and 17.04 and the Code of Ethics of 840 CMR 37.C2.
Co) Assisting Lezai and Ethical Violations Prohibited. No investm ent advisor 
snail Kiiowingjy partic ipate  in, or assist any act tr. violation of any s ta tu te  or 
regulation governing securities m atters or any act in violation of the Code of 
Ethics of 640 CMR 17.02 or the Standards of Conduct of 840 CMR 17.03 and 
17.04
(c) Use of M ateria! N tn-pubbc Information Prohibited. Every1 investm ent 
advisor snail comply witn all laws and regulations relating to the use of 
m ateria l non-public information. No investment advisor shall com m unicate 
or take investm ent action or. the basis of such inform ation until it is publicly 
disseminated and any investment advisor who acquires such inform ation, 
o tner than as a result of a special or confidential relationsrup with an issuer, 
shall make reasonable efforts to achieve public dissemination of such 

x  inform ation by the issuer.

(2) Supervision of Employees. Every investm ent advisor shall exercise  
reasonaote supervision over employees and agents subiec: to his or her control to 
prevent violation by such persons of applicable sta tu tes, regulations, the Code of 
Ethics of 640 CMR 17.C2 and tne Standarcs of Concuct of 840 CMR 17.02 and 
37.04.

(3) Inves tm en t R ecom m enpa iions  and A c tio n s .
(aI Reasonaoie m o m e n t. Every investm ent aovisor shall exercise diligence 
and tnorougnness tr. making investment recommendations and in taking 
investm ent actions for a retirem ent boars and shall:

1. have a reasonable and aoeouate basis for each investm ent 
recommendation and action, supported by appropriate research  and

32/33/86 640 CMR - 6E
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17.04;

i

N

continued

investigation: and
2. maintain 'ibpropnate records to support the reasonableness o f each 
investment recommendation and action, 

fb) Portfolio  Investment Recommendations and Actions. Every investm ent 
advisor snaii. wnen maxing an investment recommendation or taking an 
investment action for any portfo lio  or retirem ent board, consider its 
appropriateness and suitability  for tnat particular portfolio or board. In doing 
so, the investment advisor shall take into account the needs and 
circumstances of the board, the basic characteristics of the total p o rtfo lio  
and the basic characteristics of the investment involved. An investm ent 
advisor shall use reasonable judgment in determining the factors to be 
considered and the weight to be given to each factor and shall distinguish 
between fact and opinion in presenting investment recommendations,

(<) Misrepresentation Prohibited. Nc investment advisor shall make any 
statem ent, orally or in writing, which m ateria lly  misrepresents tne services that 
the investment aovisor is capable of perform ing for the board, the q ua lific a tio n s 
o f the investment advisor, the investm ent performance that the investm ent 
advisor has achieved or can be expected to achieve for the board or the expected 
performance of any investment.. No investment advisor shall m ake any 
unsupported statement concerning these m atters or any statem ent, o ra lly  or in 
w riting, about any investment which guarantees or conveys any unsupported 
assurances, e xp lic itly  or im plic itly.

(5) Fair Dealing W ith Retirement Boards. Every investment aovisor shall act in 
a manner consistent w itn tne investm ent advisor's obligation to deal fa ir iy  w ith  
a board when making investment recommendations, making m ateria l changes in 
prior investm ent aovice, and taking investm ent action.

(6) P rio rity  o f Transactions. Every investment advisor shall conduct h im s e lf or 
herself in such a manner tnat transactions for the retirem ent board have p rio rity  
over personal transactions, and that personal transactions do not operate 
adversely to the board's interest. An investm ent aovisor m aking a 
recommendation about tne purchase or sale of a security shall give the board at 
least two business days to act on this recommendation before acting on the

’ investment advisor's own behalf.

(7) Disclosure of C o nflic ts.
(a) A n  in v e s tm e n t aoviso r, w hen  m a k in g  an in ve s tm e n t re c o m m e n d a t io n , o r  
ta k in g  an in v e s tm e n t a c t io n , s h a ll d isc lose to the  boa rd  in  w r i t i n g  a n y  
c o n f l ic t  o f  in te re s t the in v e s tm e n t a d v is o r m a y  ha ve  and a n y  b e n e f ic ia l  
ow ne rs h ip  o f  the s e cu rit ie s  in v o lv e d  w h ic h  co u ic  re a so nab ly  be e x p e c te d  to 
im p a ir  the  in v e s tm e n t a d v is o r's  a b i l i t y  to  re n d e r unb iased  and o b je c t iv e  
ad v ice .
fo) An Investment advisor shall disclose to the board In w riting all m a tte rs 
which could reasonably appear to interfere w ith the investm ent ad viso r's  
duty to the board or ability to render unbiased and objective advice.
(c) An investm ent advisor shall also compiy w ith  all requirem ents as to 
disclosure of conflicts of interest imposed by law and by ruies and regulations 
of organizations governing the a c tivities of investm ent advisors and shall 
compiy w ith  any prohibitions or. such activities i f  a conflict of interest exists.

(8) Compensation.
(aj Disclosure o f Additional Compensation Arrangements. An investm ent
advisor snai1 inform  the ooaro of any arrangements for com pensation by 
others in connection with the investm ent advisor's services to the board.
(b) Disclosure o f Referral Fees. Am investm ent aovisor shall cisciose to  the 
boaro any consioeratior. paid or expected to De paid to others fo r 
recommending the services of the investm ent advisor to the board.

(9) Relationships w ilh  Others. /
(a) Preservation of C onfid e ntia lity. An investment advisor shall preserve 
the co nfid e ntia lity  o: inform ation communicated by the board concerning
m atters w ithin the scope of the confidential relationship, unless the

12/21/56 B40 CMR - 59
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17.04: continued

i f ' ,
investment advisor 'receives information concerning illegal or potentially  
illegal activities on the part of any fiduciary or employee of the board. Any 
knowledge of illegal or potentially illegal activities on the part of any 
fiduciary or employee of the board shall be conveyed to ail tne memDers of 
tne board and the Commissioner of Public Employee R etirem ent,
fb) Maintenance of Independence anc ObiectivMv. An investm ent advisor, in 
relationsmpj anc contracts wnn an issuer of securities, wnetner tnciviouaily 
or as a member of a group, shall use particular care anc good juagment to 
achieve and maintain independence and objectivity.

(70) Enforce'1, cnt and L ia b ility .
(a) Every investment aovisor shall be deemed to have agreed w ith the 
retirem ent board:

1. to be liable to the board for any losses due to any violation of the 
provisions of M.C.L. c. 32. s. 33 or of 640 CMR 16.00 to 33.00 inducing, 
without lim itation, any violation of the Code of E.hics of 640 CMR 17.C3 
or the Standards of Conduct of 840 CMR 17.03 and 17.04:
3. to be subject to removal as an investment advisor by the Commissioner 
of Public Empioyee Retirem ent in the event that the Commissioner 
determines that tne investment advisor has viciated any of the provisions 
of M.G.L. c. 33, s. 33 or of 840 CMR 16.00 to 33.00 including, w ithout 
lim itation, any provision of the Code of Ethics of 840 CMR 17.Q3 or the 
Standards of Conduct of 840 CMR 17.02 anc 17.04: and
2. tha t  n e i th e r  th e  board  nor the C o m m iss ion e r  o f  Pub lic  E m p lo y e e  
R e t i r e m e n t  sha l l  be liable to  the  inves tm en t  advisor fo r  any su cn  loss, by 
w ay  of in d em n ity  o r  o the rw ise ,  or for any such rem oval.

(b) No in v e s tm e n t  advisor rem o ved  by th e  C o m m iss io n e r  p u rs u a n t  to 
640 CMR I7.04(10)(a)2. snail con tinue  to s e rv e  o r  be em p lo yed  as an 
in v es tm en t  aov iso r  by any o th e r  r e t i r e m e n t  board  exce p t  as m ay  o th e rw is e  be 
a u th o r ize d  by th e  C om m iss ione r .

REG U LA T O R Y  AUTHORITY

850 CMR 17.00: M .G.L c. 7. s. 50;
M .G.L c. 32, ss. 21 anc 22.

/
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840 CMR 18.00: STATEMENT OF INVESTMENT OBJECTIVES

Section

18.01: General Requirement
18.02: Matters to be Inciuoed in Statemerij o f Investment Objectives
18.C2; A lte rn a t iv e  T im e  H o r iz o n s
18.04: Updates of Statement of Investment Objectives

18.01: General Requirement >

Every board shall, on or before March 31,' 1985 and. on or before December 
21, 1988 and every fourth year thereafter, file  a statem ent o f investm ent 
objectives and shall, on or before December 31 of every other year, file  a 
statement updating the most recently filed statement of investm ent objectives. 

r
IE .01': Matters to be Included in Statement o f Investment Objectives

Every statement of investment objectives shall be file d  on Form 18-1, shall 
cover the three (3) year penod starling January 1 of the year follow ing the year 
for which the statem ent is fiied, and shall include the follow ing inform ation:

(1) Fiduciaries. Tne name, address, background and responsibilities of each 
retirem ent ooard fiduciary, including any investment anvisor employed or 
expected to be employed by the board;

(2) Investment Advisor. Tne terms of employment and compensation o f Eny 
investm ent aovisor and any retirem ent board fiduciary receiving additional 
compensation as a fiduciary"

(3) Investment Policy. A statem ent o f investment policy' indicating how 
investment oojectives ‘ are to be accomplished including the investm ent 
philosophy and method o f investm ent, whether an investm ent advisor w ill be 
employed and, i f  so, the method o f selection to be used, and including the 
method to be used to seiect brokers on a com petitive basis for investm ent 
transactions;

(4) Rate of R eturn. A statem ent o f the rate o f return objective for the entire 
portfo lio  wrucn snail be at least one per cent (100 basis points) greater than a 
composite performance index consisting of th irty  per cent of the Standard and 
Poors "SOO’ Stock Index and seventy per cent o f  the Shearson Lehman 
Governm ent/Corporate Bond Index, cumulated quarterly;

(5) R isk. Tne expected level o f  risk for the equity portion o f the p ortfo lio  
expressed in terms of an annual average beta coeffic ient w ith  1.0 equal to 
market v o la tility  which,, for boards p artia lly  or wholly exempt from  statutory’ 
investment restrictions pursuant to 840 C M R  19.08, snail be not less than .70 nor 
more than 1.15 as determined in accordance with the beta service approved by 
the Commissioner;

(6) Asset M ix . Tne expected portfo lio  asset m ix, expressed as a percentage o f 
tne entire portfolio, o f equities, fixed income investments and cash and snort 
term investm ents;

47) D iversific atio n . Tne expected degrei o f d iversification by asset class fo r 
equities, hxeo income investm ents and cash ind short term  investm ents; and

(8) O ther. Such further inform ation as m ay be required pursuant to 840 C M R
18.03 of these rules or as may otherwise be required by the Com m issioner o f 
Pubiic Employee R etirem ent.

18.03: Alternative Tim e Horizons

/-my board and any investm ent advisor empioved by a board m ay use tim e 
horizons other than the three (3) year period prescribed by 640 C M R  18.02 for 
establishing investm ent objectives and measuring performance but, in this Svehl,
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continued

the information required by 840 CMF. 1E.C2 shall be stated both with resnect to 
tne time nonzon so used and with respect to me ttiree year penoc prescribed by 
640 CMP. ie .d: . . ....

IE.0<: Updater of Statement of Investment Objectives

Even' statement updating a statement of investment obiectives shall be filed 
on Form 16-2. shall cover tne period since tne next preceding statement of 
investment obiectives or updating statement, as me case may be. and s'.all 
inciude all changes in tiie information required to be inciuoec in me nv>st 
recently filed statement of investment o m e c t i ' . s i n c e  that statement or in t 
most recently fiiec updating statement was fiied.

REGULATORY AUTHORITY
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840 CMR 1S.0C: EXEMPTION FROM INVESTMENT RESTRICTION'S 

Section
* %

19.01: Application for Exemption
19.02: Matters lo be Included in Application
19.02: Determination of Qualifications of Investment Advisor: Review of

Application ^
19.0c Rating of Investment Performance and Qualifications
19.OS: Partial, or Complete Exemption by Commissioner
19.08: Change of Investment Advisor
19.07: Revocation of Exemption

19.Ot: Application for Exemption

Amy board may apply for exemption from the restrictioirs on investments of 
M.G.L c. 22, s. (2)fb), Clause (i) to (vii), inclusive, by filing an application on 
Form 19—1 with the Commissioner of Public Employee Retirement. A board 
having more than one Investment advisor shall include In its application the 
information required by 840 CMR 19.02 with respect to each investment advisor.

19.02: Matter? to be Included in Application

E v e r y  a p p lic a t io n  f o r  e xem p tio n  sha ll inc lude  the fo l lo w in g  in fo rm a t io n :

(1) Tne past performance of the board's investment advisor,’ if any, over the 
five (5) year period preceding the year of application expressed as a five (5) year 
compound annual time weighted rate of return of fixed income, equity, and cash 
and cash equivalent investments of all client portfolios during the period.

(2) Tne professional qualifications of the investment advisor including any 
professional degrees, memberships in professional associations and teaching, 
research and other academic positions held in the fields of financial and 
economic analysis.

(3) T n e  in v e s tm e n t a d v is o r's  e xp e rie n ce  w i th  p u b lic  and p r iv a te  pens ion  
a cco u n ts , in d ic a t in g  w h e th e r  the in ve s tm en t a d v is o r has p re v io u s ly  m ana ged

’ public pension fixed income, equity and cash and cash equivalent accounts, and 
private pension accounts.

(4) W h e th e r  the  in v e s tm e n t a d v is o r is re g is te re d  u n d e r the In v e s tm e n t A d v is o r 's  
A c t  o f  1 9 4 0 .

(5) The investment advisor's review and control procedures indicating whether 
the investment advisor.

(a) has computer capability permitting daily pneing cf portfolios.
(b) has access to a financial news service.
(c) does daily analysis of market conditions, individual issues and interest 
rates.

(6) Tne investment advisor's procedures for daily supervision of portfolios 
indicating whether the investment advisor has one or more in-house analysts who

^  are members of the Financial Analysts Federation and qualified to analyze:
(a) Fixed income investments by industry, 
fp) Equity investments by industry.
(c) Cash and cash equivalent investments.
(d) E c o n o m ic  co n d it io n s .
(e) Market trends.
(f) P ortfo lios.

(7) Tne investment advisor's trading capability indicating whether the 
investment advisor has trading capability for fixed income, equity and cash and 
cash equivalent investments. /

(8) Such other information as the Commissioner of Public Employee Retirement 
may require.

\
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Determination of Qualification? of Investment Aovisor Review of .-.pphcetion

(3) Investment Aovisor. Tne Commissioner of Public Employee Retiremen 
snail Determine. ior even application for exemption, whelncr tne boarc has ; 
qualified investment aovisor as oefined by 8.40 CMR 18.0114).

(2) Review of Application. If the Commissioner determines that the board has 
l cuaiifiec investment aovisor. he shall review the informatio;, contatnec it. trie 
application for exemption, consider the diversification of the ns>. of tne 
investments of the board, and rate me investment performance of tne board and 
me investment performance and professional qualifications of me investment 
advLsqr in accordance with 840 CMR. IS.04.

19.04: Rattnr of Investment Performance and Qualifications

in rating investment performance and qualifications the 
Public Employee Retirement shall assign points as follows;

issionc

(a) A v e r a g e  r e t u r n  i v i e i c i  o n  i n v e s t m e n t s  r e l a t i v e  
t o  t h e  m e o i a n  a v e r a g e  r e t u r n  ( y i e l d )  o f  a l l  b o a r c s  
f o r  t h e  two  y e a r s  n e x t  p r e c e d i n g  J a n u a r y  1 o f  t n e  
y e a r  of a o p l i c a t  i o n .

1 . g rea te r  than median * 1 . S%
2. g rea te r  than median ♦ .75* to median ♦ '.555
2. g rea ter  than median t o  median ♦ .75*
4. g reater  than median -  .7551 to meoian
5 median -.75* or lower

(b) Two year compound annual time weicnted rate
cf return pf investment p o r t fo l io  for tne twc years 
next orececing January "i of tne year of applica tion

1. greater tnan or eoual tc Salomon brcine*s 
Hicn Grace Long  Terr, bond inoex or g re a ts '  
Iran or eoual tc tne S.nearson Lervr.an/Amer. „ 
Express Government/ Corporate Eono Inoex.

2. l e s s  t n a n  o c t h  i n o e x e s .

rt'ormance c ‘ Investment Aovisor
(a) rive (5) year compounc annua time weighted ra te  
of return of fixed income investments <cr the five 
years next preceding January * of tne year of
app I i ca t i on.

greater tnan or eoual to tne Salomon brothers 
Hion Graoe Long Term bond Inoex or g reater tnan or 
eoual to tne Shearson Lenman/American Express 
Government/Corporate bone Inoex.
2. less tnan poth inoexes.

(b) Five £5) year comoound annual time weicntec rate 
of return of ecu ity  investments for tne five years 
next preceding janaury 1 of the year of aop lica tion .

1 . g reater tnan or eoual to tne Stancarc anc 
Poors ''500" Slock Composite Inoex. .
2 . less tnan tne inoex.

(c l r ive year compounc annual time weighted rate cf 
'etur.n o ' cash anc casn ecu"••'£..er.t investments :cr tne 
five years next preceding January T ci tne yea. of 
aop lica tion .

*. g reater tnan or eoual tc  90 oay Treasury b i l l s .  
2. l e s s  tnan 90 cay Treasury B i l l s .

V
U

SS
V

J



840 CMR: PUEUC EMPLOYEE RETIREMENT ADMINISTRATION

19.0C continued

(3) Profess iona I Qua l i f 1 c a . >o,ns cf investment Arvisor. 
Investment aovisor is, or nas a*, leas', one lu lf-iim e 
s t a f f  memoer wno is, a Charterec Financial Analyst, a 
memoer ol the Financial Analysis Feoeration, or a 
teacher, oean or research (el low in the field  of 
f inancial or economic analysis at a college or un ivers ity

(a) If yes
(b) If no

(A) Pension Accounts Manaoed bv investment Advisor 
Puolic anc private  pension accounts manaoec ov 
investment aovisor as of the year preceomc the year 
of appIicat ion.

(a) Public fixed income accounts.
1 . If managed
2. I f not

( t )  Public equity accounts
1 . If managec
2. If not

■ (c) Public cash and cash eouivalent accounts,
1 . If manaoed
2. If not

(d) Private  pension accounts
1. I f  m a n a g e d
2. I f  n o t

fieo i s t r a tion of Investment Advisor Unoi
th e  In ve s tm e n t A o v is o rs  A c . o ’ 1 9^ 0

(6 i Investment Advisor's  Review and Control Procedures 
Investment aov iso r 's  review anc control procecures 
incluoe:

(a) Computer capab il i ty  permitting ca ily  pric ing  of 
port fo l io s

1 . If yes
2. If no

(b) Access to a financial news service 
*. If yes
2. If no

(c) Daily analysis of
1 . Market conditions 

a. If yes
c . If no

2. Individual issues
a. If yes
b. If no

2. In terest  ra tes
a. II yes
b. If no
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v . s s i o n e

ine Commissioner shall gran: exemption from the restrictions on investment 
of M.G.L. c. 22. s. 23|2)(b). Ciause (i) to (vii). inclusive, as follows:

(2) Complete Exemption. Boards assigned 70 points o: more pursuant to 
840 CMR 1£.04 snail oe granted complete exemption.

'artia: s-xemmio:
(aj Boaros assigned 60 points or more but less than 70 points pursuant to 

"840 CMR IS,04 shall be granted exemption with respect tc 50% of tne market 
value of tneir portfolio.
fol Boards assigned 50 points or more but less than 60 points pursuant to 
640 CMR IS.04 shall be granted exemption with respect to -5% of tne market 
value of their portfolio.

50 points pursuant to 840 CMR

(4) PR!, Fund Purer,as. 
systems are autnenzee

•euremem

continued

• f  T o t a l  P o i n t s
pcss idle

(7) b. i I v Suoefvi s j,o" of P o r t fo l io .
( a )  i n v e s t m e n t  a c ' v i s o r  i s ,  or i v s  a !  l e a s t  o n e  
f u l l - t i m e  s t a l l  p e r s o n  ncia i s . a memoer o f  t n e  
F i n a n c i a l  A n a l y s t s  F e n e r a t i o n  a n d  i s  Q u a l i f i e d  t o  
a n a l y z e :  2 4

T. Fixed income investments by ir.oust ry 
, a. If yes 4

C. 11 no 0
2. Eouity Investments by industry

a. If yes 4
D. If no 0

2. Casn and cash eouivalenl investments
a. II yes 4
c . 11 no 0

4. Economic conditions
a. If yes 4
t . 11 no 0

5. Market trenos
a. If yes 4 -
t . If no C

6. Fort fo lios
a. If yes 4
b . If no 0

(S) Investment aovisor Has tracing cacao i l i ty  in: b
(a5 Fixed income investments

1 . If yes 2
2. If no C

t o ;  Eouity In v e s tm e n ts
1 . If yes 2
2 . ’ I f nc C

(c) Casn and casn ecuivalent investments
1 . If yes 2
2 . If no 0



840 CMR: PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION

19.06- Change of Investment Advisor

A n y  board grantedfparua) or complete exemption pursuant to 840 CMR I S . 05 
that terminates its irlVestment aovisor or changes investment advisors snail file 
an application for continued exemption on Form 19-1 with the Commissioner of 
Pubiic Employee Retirement. Unless the board's exemption is sooner revoked 
pursuant to 840 CMR 19.07. the exemption s n a i l  remain in effect pending tne 
Commissionerf/i  determinaticr. of tne application for continues exemption.

19.07: Revocation of Exemption

If the Commissiuncr has reason to believe that a board granted partial or 
t complete exemption pursuant to 640 CMR 19.05. or tne investments of any sucn 

board, do not comply with the requirements of M.G.L, c. 32. s. 33(3), or with the 
requirements of 840 CMR 4.00 to 4.03. or 840 CMR 16.06. or 840 CMR 17.00 to
17.04, or 640 CMR 20.00 to 20.09 or 840 CMR 21.00, he may require the board to 
show cause why the exemption should not be revoked. If the board fails to 
establish that its investments do so compiy. the Commissioner may revoke the 
exemption and the board shall thereafter be subject to the restrictions on 
investments of M.G.L. c. 22 s. 23(2)fb>. Ciause (i) to (vii), inclusive

19.08: R i g h t  o f  A n n e a l

Any board aggrieved by a decision of the Commissioner pursuant to 640 CMR 
1S.D5 through 19.07, inclusive, shall have the nght of .app.eal to the 
Commissioner. Rejection of said appeal by said Commissioner shal) constitute 
exnaustion of administrative relief for the purposes of M.G.L. c. 221 A.

REGULATORY AUTHORITY

640 CM R 19.00: M .G .L  c. 7. s. 50:
M.G.L. c. 22. ss. 21 and "2.

\  '
•» 22/31/86 840 CMR - 67
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840 CMR 20.00; STANDARD RULES FOR INVESTMENTS BY EXEMPT BOARDS 

Section
' //20.01: Standard of Care

20.02: Standard of Risk
20.02: Portfolio Asset Mix
20.04: Quality of Investments
20.05: Diversification of Investments
20.06: Bond Investments
20.C7: Equity Investments
20.06: Cash and Short Term Investments
20.09: Venture Capital Investments

t
These are the standard rules for investments by retirement systems investing 

in accordance with M.G.L c. 22, s. 23 and which are partially or completely 
exempt from the provisions of M.G.L. c. 22. s. 22 (2)(b), Clause (i) to (vii), 
inclusive. Tnese rules are promulgated by the Commissioner of Public Employee 
Retirement pursuant to M.C.L. c. 7, s. 50 and M.G.L. c. 32, ss. 2Z and 23, 
Except as may otherwise be provided by the Commissioner, or by supplementary 
rules of a particular retirement board, approved by the Commissioner pursuant 
tc 840 CMR 14.02. or as otherwise in accordance with M.G.L. c. 22. s, 23(2)(b), 
these ruies shall govern ail investments by boards granted complete exemption. 
and shall govern tne exempt portion of investments by boaros granted partial 
exemption, pursuant to 840 CMR 19.05.

20. C*. :  S t a n d a r d  o f  C a r e
Investments shall be made and all investment action shall h * taken with the 

care, skill, prudence and diligence under the circumstances then prevailing that a 
prudent person acting in a like capacity and familiar with such matters would use 
in the conduct of an enterprise of a like character and with like aims and by 
diversifying the investments of the system so as to minimize the risk of large 

. losses unless under the circumstances it is clearly prudent not to do so.

20.02: Standard of Risk

’The equity portion of a board's portfolio shall no: be exposed to risks that 
exceed an annual average beta coefficient of 1.15 where 1.0 is equal to market 
volatility.

20.02: Portfolio Asset Mix

(1) Equity investments shall not exceed 40% of the total "nook value of the 
portfolio at the time of purchase.

(2) At leas: 40% but no more than 80% of the total portfolio valued at market 
shall consist of fixed income investments with a maturity of more than one year.

(3) Cash and short term investments with a maturity of one year or less snail not 
exceed 40% of the total portfolio valued at market.

20.04: Quaiitv of Investments

All investments shall consist of recognized quality marketable securities 
issued by:

(1) United Stales based corporations.

(2) Obligations issued and guaranteed by the United States Government.

(3) Obligations of United States Government agencies.
/

(4) Obligations issued and guaranteed by the Commonwealth of Massachusetts 
anc local governments located within the Commonwealth of Massachusetts.
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20.0c continued

(5) Obligations issued by agencies of the Commonwealth of Massachusetts or 
ioca! governments located wiimn/fne Commonwealth of Massacmusetts.

20.01: Diversification of Investments

(1) Assets snail be diversif'led by asset class among fixed income, cash and short 
term investments and equity investments.

{2) At no time shall an investment ir. securities, ether than securities issued and
guaranteed by tne United States Government, the Commonwealth of
Massachusetts, local governments located within the Commonwealth of 
Massachusetts, or tneir agencies, exceed ten percent o* ail classes of securities 
issued by a smgie issuer.

20.00: Bond Investments

(1) Fixed income investments shall be diversified by industry and by maturity.

(2) Bonds shall have a minimum quality rating of BAA or equivalent as rated by 
one or more recognized bond rating service.

(3) At leas; 75% of the fixed income investments at all times shall carry a
quality rating of A or equivalent or higher.

(4) Fixed income hoidings which are downgraded by one or more recognirec 
rating servicer to below a BAA or equivalent rating must be sold within => 
reasonable period of time not to exceed crc year.

(5) No more than 5% of the total market vaiue of all investments shall be 
invested in the debt obligations of any one fixed income issuer except for 
securities issued and guaranteed by the Unitec States Government, or its 
agencies,"wmch may be neio without limitation.

(6) Be.ids issued and guaranteed by the Commonwealth of Massachusetts and 
loca. governments ’located within the Commonwealth of Massacnusetts. or by 
tnetr agencies, may be heid witnout limitation.

(7) Fixed income investments shall be made only in issues with an outstanding 
vaiue of a; least S5D million, valued at par, at the time of purer,ase.

(B) Purchases and sajes of fixed income investments with maturities exceeding 
one year snail not exceed 200% of the market value of ail fixed income 
obligations tr, any tweive month period, excluding casn and snor: term obligations.

(9) Fixed income investments may be soic at a ioss pursuant to E40 CMR 22.0C.

20.CT: Estiitv investments

(1) The issuer of equity securities must have a publicly available operating 
record of at least five years, including pas; performance restating from mergers, 
acquisitions, and spinoffs.

(2) At least 72% of the market value of eouity investments shall be in companies 
for wmch tne market vaiue of tne outstanding apt" tv exceeds S100 million.

(3) Equity investments shall consist of no fewer tnan 20 holdings diversified by 
industry.

(4) No mere tnan 5% of the total book vaiue of equity investments shall be 
invaded in the equity securities of any one company.

(5) Equity investments shall be made only in securities listed on a United States 
stock excr.ange or traoec over tne counter in tne Urutec States.
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20.07: continued

(6) Purcnases and sales of eouity investments shall not exceed S0% of tne 
average marxet vaiue ;o( all touity holdings in any tweive month penod.

V
(7) Equity holdings may be sold at a loss

18) Commingled op mutual funds may be used to achieve the oesirec degree of 
diversification. /

(9) Commingled real estate equity funds shall not exceed 5Vo of the total book 
value of the portfolio at tne time of purcnase.

20.08: Cash and Short Term Investments

(2) Cash and cash equivalent investments shall be made only in:
(a) money market funds;
(b) securities rated A-l by Moody or P-l by Standard and Poors or better by 
a recognized credit rating service;
(c) in insured bank deposits;
(d) repurchase agreements, provided there is evidence of a pledge of 
Treasury securities matching the repurchase agreement by reason of 
non-riuplicated depository receipt; or provided the board takes physical 
possession of the pledged Treasury securities,

20.09: Venture Capital Investments

(1) Venture capita; investments shall not exceed 2% of the total market value of 
the portfolio at the time of the investment provided that in any system with 
assets in excess on nineteen million dollars, venture capita! investments may be 
made up to an amouni equal to five percent of the total market vaiue of the 
portfolio at the time of investment.

(2) Venture capital investments shall only be made in venture capital funds 
operated by venture ca- .al firms having their principal places of business in 
Massachusetts.

(2) Ail venture capital Investments shall be made In companies which have their 
pnncipei piaces o: business in Massachusetts.

(4) No mere than 20% of the venture capital monies piaced with any one firm 
may be invested in the securities of any one enterprise.

(5) AH venture capital investments must achieve a measure of risk reduction 
through syndication of investments.

(6) For diversification, systems may commingle venture capita! funds.

(7) To the extent consistent with sound investment practice, and in accordance 
with the standards of fiduciary responsibility applicable to this section, systems 
shall endeavor to make all venture capital investments in areas of the 
Commonwealth in which unemployment exceeds 250% of the statewide average,

^  or which are characterized by otner indications of economic biignt; provided 
further that tc the extent consistent with sound investment practice, and in 
accordance with the standards of fiduciary responsibility appbeabie to this 
section, saic investments shall be likely to lead to significant job creation.

R EG U LA TO R Y  A U THO RITY

840 CMR 20.00: M.G.L. c. 7. s. SC;
M.G.L. c. 22. ss. 22 and 22.

/
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640 CMR 21.00: PROHIBITED INVESTMENTS

These rules establish a list of pronibited investments for retirement sysiem 
funos invested pursuant to M.C.L c. 21. s. 22. Except as may otnerwise be 
provided by the Corrfrnissioner. or by supplementary ruies of a particular 
retirement board approved ov tne Commissioner pursuant to 640 CMR 14.02, or 
by statute, these ruier snail prohibit tne investment of retirement system funos 
inverted pursuant to M.C.L. c. 22. s. 22. wnetner or not exempt pursuant to 
840 CMF. 19.Cs/ir, any of the following investments at any tune:

(1) Purchases of securities by partial payment of their cost (purchases on 
margin).

, (2) Sale of securities not owned by the system at the time of sale (snort saiesl.

(2) Futures contracts.

(4) Call options written against securities ir. the portfolio other than as follows:
(a) Call options may be written against securities in the portfolio by an 
investment advisor registered under the Investment Advisors Act of 1940.
fp) Call options may be written against securities in the portfolio to a 
maximum of 25% of tne market value of tne equity portfolio.
(c) Only options listcc on a regisiered exchange may be written,

(5) Purchases cf options c.ner than as required to ciose out options positions.

(6) Lettered or restricted stock (with the exception of those investments that 
are venture capitaJ investments).

(7) Mortgages.

(B) Collateral loans including leverage buy-outs.

(9) Loans to employees or individuals.

(20) Direct purchase or lease o ' real estate.

REGULATORY AUTHORITY

840 CMR 22.00: M.C.L c. 7. s. 50:
M.G.L. c. 22. ss. 21 and 22.
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6<o cm r : 2.0c: Of CAINS ANT) LOSSES 
INVESTMENTS; TRANSFERS TO PRIT FUND

ON FIXED INCOME

Section

22.01: General Rules; Exemptions
22.02: Fixed Income Investments Not Paving Income
22.03: Certain Exchanges Defined
22.0<: Recognition of Cair. or Loss on Exchange of Fixed Income Securities 
22.OS: Recognition of Gain or Loss on Transfer of Assets tc PRIT Fund

Tncse ere the standard rules for recognizing gains and losses on the sale or 
exchange of fixed income investments of boards and on the transfer of assets by 
boards to the PRIT fund promulgated by tne Commissioner of Publi Employee 
Retirement pursuant to M.G.L c. 7, s. 50 and M.C.L c. 22. ss. 21 and 22. 
Except as may otherwise be provided by the Commissioner, or by supplementary 
rules of a particular retirement board approved by the Commissioner pursuant to 
640 CMR 14.02, or by statute, these ruies shall govern the recognition by all 
retirement boards of gains or losses on fixed income investments and on assets 
transferred to the PP.IT fund.

22.01: Genera! Rules: Exemptions

Gains and losses on fixed income investments shall be recognized at the time 
such investments are sold except as provioed in 6-iO CMR 22.02, 22.04 and 22.05.

22.C2: Fixed Income Investments Not Pavinr Income

Any fixed income investment .hat fails to pay income according to its terms 
for a period of one year shall be recognized as a loss in the amount of book value 
less market value, if any, as of the next following December 22. A. gain or loss 
snail be recognized as of each December 31 thereafter in the amount by which 
market vaiue exceeds or is iess than, respectively, book value a; that time.

22.D2: Certain Exchanges Defined

(1) Exchange of Fixed Income Securities. A purchase of one fixed income 
security anc sale of anotner is an excnange for purposes of 840 CMR 22.C2 to
22.05, inclusive, if each security has a time lo maturity of at ieast three years 
and such,purchase and sale:

(a) are planned simultaneously, each being undertaken in contemplation of 
the other and each executed on condition tnat the other be executed,
(b) ara made on the same day although settlement may occur on different 
dates,
(c) result in an increase Lo the net yield to maturity or in the quality of the 
security held, and
(d) do not result in lowering the quality of the security held more than one
investment grade beiow the quality of the security sold.

(2) Transfer of Assets to PRFT Fund. A transfer of assets of a participating 
retirement system to tne Pension Reserves investmenl Trus: fund pursuant to 
M.G.L c. 22, s. 22 is an exchange.

fa) On a quarterly basis, tne board shall file form 22-1, Explanation of Bond 
Exchange for Amortization of Gains/Losses, for all excnanges of fixed

v  income securities pursuant to 640 CMR 22.03(J).

(3) Failure to Classify Gains as Exchanges. If the Commissioner has reason to 
believe that a retirement system nas iaued to properly classify the transaction 
whereby the purchase of one fixed income security and the sale of another 
results in a gain, as an exchange, he shall oeciare such gain subject to the 
amortization provioed for in 840 CMP. 22.04.

22.04: P.ecomition of Gain or Loss on Exchange of Fixed Income Securities

(l) Amortization of Annual Gains and Losses. Gains and losses from all
exchanges of fixed income securities during a calendar year shall be amortized

8/7/E7 640 CMR -  75
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22.0<: continued

over the average time to matunty for such exchanges, as deiermined pursuant to 
Section 22.04 (2), or ter. years, wrucnever is less.

(2) Average Time tcrj'Maturity. Tne average time to matunty for exchanges 
ounng a caienoar year^is Oeterminec by a division. The numerator is tne sum of 
the products for all such exchanges of tne market value at the time of exchange 
of the security having the snorter time to matunty anc the time to m atunty  of 
sucn secunty. The divisor is tne sum of tne mtrxet vaiues of such secunties at 
tne time of exchange.

C2.C5- R e c o m i t i o n  o f  G a m  o* Lo s s  on T r a r . s f e -  c f A s s e t s  t c  P R f T  r u n c .

Gains and losses on a transfer of assets to the PRIT fund snail be combined 
t for all assets transfered. Tne net gain shall be realized at the lime of the 

transfer, the net loss shall be amortized over ten years.

REGULATORY AUTHORITY

84C CMR 22.00: M.C.L. c. 7. s. 50:
M.C.L. c. 22. ss. 21 and 22.

E/7/E7 840 CMR -  76



840 CMR: PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION

840 CMR 23.00: RECOGNITION OF GAINS AND LOSSES

Section i
/ /

23.01: Amortization Schedule
23.02: Definition of Realized Gains or Losses and Unrealized Gains and Losses

V
23.01: Amortization Schedule

The actuary may, in the determination of the appropriation amounts 
pursuant to M.G.L c. 32, s. 22(3)(d) or, for the state employees' retirement 
system, the teachers’ retirement system and those systems who have elected to 
adopt M.G.L c. 32. s. 22D, in the determination of a funding schedule, amortize 
realized gains and losses and unrealized gains and losses over a period of five 
years or any other period of time as prescribed by the Commissioner.

23.02: Definition of Realized Gain or Loss and Unrealized Gain or Loss

Pursuant to 840 23.01, a realized gain (loss) is any profit (loss) sustained on 
the sale or maturity of any investment of any system, due to the amount 
received being more (less) than the book value on the date of its sale or 
maturity. An unrealized gain (loss) is any amount by which the market vaiue of 
any investment required to be valued at its market value pursuant to M.G.L.
c. 32, s. 21, paragraph (b) is more (less) than the value at which such investment 
was included in the assets of the system on the date of the last previous 
valuation.

R EG U LA T O R Y  A U T H O R IT Y

840 CMR 23.00: M.G.L c. 7, s. 50: c. 32, s. 21.

3/3/89 840 CMR -  77



A laska State L eg is la tu re
S e n a t o r  T im  K e l l y ,  C h a i r
Senator Steve Hieger, Vice Chair 
Senator Bert Sharp 
Senator Judy Salo 
Senator Georgianna Lincoln

SENATE LABOR AND COMMERCE 
COMMITTEE

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

STATE CAPITOL SUITE 101 
JUNEAU, ALASKA 99301-1182 
PHONE: (907) 463-3822 
PAX: (907)465-3756

716 W. 4TH, SUITE 400 
ANCHORAGE. AK 99501-2133 
PHONE: (907) 258-8180 
PAX: (907) 253-4524

S B  2 1 2 :  " B U Y  A L A S K A "  L E G I S L A T I O N

State government is one of the largest purchasers of goods and services in 
the Alaskan economy, purchasing everything from road design and 
construction services to copy machines and paper and pencils. The use of 
services and products provided by Alaskan businesses stabilizes and 
diversifies Alaska’s economy.

SB 212 aims to help strengthen Alaska's economy by increasing the share of 
State government's contracts for goods and services going to Alaskan 
businesses.

Specifically, this legislation would establish an Innovative Construction 
Procurement Methods Pilot Program within the DOT/PF for a period of 
two years to implement an Alaska Bonus Program to replace the current 
preferences.

Current incentives include the Alaskan Bidders Preference, Alaska 
Subcontracting, Disadvantage Business Enterprises/Equal Employment 
Opportunity programs, and Alaska Products Preference, and the Alaska 
Hire Program. The latter two are largely unworkable and consequently 
underutilized or not utilized at all. Allowing the DOT/PF to test on a trial 
basis a bonus system which provides bonuses at project completion and 
encourages the same policy goals would be more economically beneficial 
for vendors, reduce administrative costs and bid protests, and could likely 
be used in joint federal/state projects where State preferences are 
currently not allowed.

The commissioner would establish this program through regulation and 
report to the legislature on the program’s progress 15 and 27 months after 
implementation. If successful, the legislature could expand and extend this 
program indefinitely, replacing the current preferences.



Lastly, this bill incorporates a number of provisions from the "Make-It- 
Alaskan" legislation from the 17th Legislature, House Bill 245, which 
would also increase the amount of State work going to Alaskans. This bill 
would:

1) Encourage procurement officers to restrict notice of contract solicitation 
to Alaskan suppliers and providers of services desiring to compete for state 
contract work. (This practice is already standard in DOT/PF);

2) Require the commissioner to include in his report to the legislature on 
State procurements the number of bidders located in-state and out-of- 
state that bid or made proposals on procurements;

3) Replace the statutory requirement that State publications be produced 
at State-operated facilities with a requirement that State publications be 
produced at a private sector facility located in the State when practicable. 
In addition, standards for the production of publications would be 
established by the Department of Administration, and a cost box would be 
required for all publication's exceeding $1,500 in cost.



Discussion Bullets for:

Procurement Code M od ifica tions  to 
Im plem ent a State Bonus Program

Background:
For several years those agencies conducting public works contracts have been concerned over 
the effectiveness of incentive programs such as "Disadvantaged Business Enterprises/ Equal 
Employment Opportunity", "Alaskan Hire", and Alaska "preferences" within the State 
Procurement. And while a considerable effort in both manpower and money have gone into 
these areas, it remains their belief that the fullest, most positive results possible from these 
incentive programs have not been attained. Therefore it is suggested that the current 
preferences be replaced with a ixmus program.

Benefits:
The following benefits will be achieved by incorporating a bonus program:

• The program will be more "economically" beneficial to vendors and hence more 
readily used.

• Administrative enforcement costs associated with bid protests, record keeping 
requirements and inspections will be reduced.

° "Game playing" on the part of venders, for the sole purpose of obtaining the contract, 
would be decreased or eliminated.

• Federal and state mandated incentives could still be implemented, but at a time more 
conducive to the overall project and with reduced administration costs to all parties.

• Federal regulations which prohibit "localized bidding preferences" do not prohibit 
performance incentives — and in fact the federal agencies may even provide funding.

• Reciprocal trade statutes based on "preferences" would become inconsequential.

8 Over time effectiveness of the incentive programs would improve, administrative 
costs would decrease, and bid prices would return to the competitive levels that were 
encountered prior to the bonus program.

Suggested Overview of the Bonus Program:
It is envisioned that the bonus program could pay up to 5% of the contract award amount in 
additional bonus money. By basing the value of the bonus on the contract award amount, 
contingency funds could be set aside at the time of award for payment of the bonus at a later 
date. Upon satisfactory performance, bonus payments in the following areas and in the 
suggested amounts, could be paid. The various levels of a bonus would be set in the 
specifications or regulations so they could be adjusted to the changing procurement needs.

(see ta b le  on  fo llo w in g  p ag e)
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In c e n tiv e  U n d e r  C o n s id e r a t io n Suggested Bonus Value

Disadvantaged Business Enterprises/ Equal 
Employment Opportunity, both state and federal 
mandates are address by the current program.
(5%  o f th e  v a lu e  o f th e  q u a l ify in g  D B E /E E O  c o n tra c te d  
se rv ices , u p  to  th e  a l lo w a b le  m a x im u m  d o lla r  a m o u n t, w o u ld  
b e  p a id .)

Recommended bonus . . .  2%

Alaska Hire Program, currently a state program 
which mandates the use of the local work force 
on state funded construction projects.
(5%  o f th e  s a la r ie s  — a s  d o c u m e n te d  in  th e  c e r tif ie d  p a y ro ll 
-  fo r  all a la s k a n  w o rk e rs ,  u p  to  th e  a l lo w a b le  m a x im u m  
d o lla r  a m o u n t, w o u ld  b e  e lig ib le  fo r  a b o n u s .)

Recommended bonus . . .  2%

Alaska Bidder's Preference, currently a state 
preference program within AS 36.30 which gives 
bidders residing in Alaska a bidding advantage 
over non-resident bidders. In its present form 
this is not an allowable incentive on federal aid 
contracts.

Recommended bonus . . .  2%

Alaska Products Preference, currently a state 
preference program within AS 36.30 which gives 
bidders a bidding advantage when using products 
made in Alaska. In its present form this is not an 
allowable incentive on federal aid contracts.
( 3 ,5  o r  7% o f th e  in v o ic e  a m o u n t  -  a s  d o c u m e n te d  b y  th e  
m a n u ra c ty re r  - fo r a ll a la s k a n  p ro d u c ts ,  u p  to  th e  a l lo w a b le  
m a x im u m  d o lla r  a m o u n t ,  w o u ld  b e  e lig ib le  fo r  a  b o n u s .)

Recommended bonus . . .  2%

Subcontracting, currently the state requirements 
within AS 36.30 make it difficult, though not 
impossible, for non-resident subcontractors to 
work, on state funded construction projects. An 
alternative to this approach is to reward prime 
contractors for using local subcontractors.
(5%  o f th e  v a lu e  o f  th e  q u a l ify in g  a la s k a n  su b c o n tra c te d  
se rv ices , u p  to  th e  a l lo w a b le  m a x im u m  d o lla r  a m o u n t, w o u ld  
b e  p a id .)

Recommended bonus . . .  2%

Bonus Program Details:
The department has developed conceptual guidelines and parameters in each of the above 
incentive areas. We would be happy to share this information with lawmakers or assist them 
in whatever way possible.



Example:
A bridge project with an award amount of $1,000,000 to resident bidder; locally manufactured 
materials valued at $300,000; a local workforce payroll for the prime contractor of $400,000; 
local subcontractor services valued at $100,000; and DBE contracts valued at $50,000 would 
produce the following bonus.

• Bidder's Preference for the prime yields a bonus of $1,000,000 times .02 = $20,GJ0.00
• Alaska Product preference for locally manufactured 

concrete components with a manufactured value of 
$300,000 and a DCED Class III certification yields 
$300,000 times .07 = $21,000.00, but by specification 
this amount is capped at $ 20, 000.00

• Alaska Hire
based upon a certified payroll of $400,000 yields $400,000 times .05 = $20,000.00

• Subcontracting Bonus
based on subcontracts valued at $100,000 yields $100,000 times .05 = $5,000.00

• DBE Subcontracting Bonus
based on subcontracts valued at $50,000 yields $100,000 times .05 = $2.500.00

Yields a subtotal Project bonus of = $67,500.00

But, the OVERALL PROJECT bonus is capped at 5%. Thus the 
maximum amount payable to the contractor on a $1 million award is $50,000.00
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CHAIRMAN, MEMBERS OF THE COM M ITTEE, MY NAME IS  RESA JERREL, AND 

I AM THE STATE DIRECTOR FOR THE NATIO NAL FEDERATION OF INDEPENDENT 

BUSINESS -  M F IB /A L A S K A . I  AM HAFPY TO BE HERE TODAY IN  SUPPORT OF 

SB 2 1 2 .

N F IB /A L A S K A  IS  COMPRISED OF 4 , 4 0 0  SMALL AND INDEPENDENT BUSINESS 

OWNERS. THE L E G IS L A T IV E  AGENDA OF N F IB /A L A S K A  IS  DETERMINED BY OUR 

BALLOT. THE BALLOT IS  OUR ANNUAL POLL OF OUR MEMBERS ON A S E R IE S  OF 

ISSUES DEEMED C R IT IC A L  TO SMALL B U S IN E S S . A M AJO RITY VOTE, OF THE 

MEMBERS IN  RESPONSE TO THE POLL. SETS OUR P O L IC Y  AND P O S IT IO N  ON 

L E G IS L A T IV E  IS S U E S .

FOR THE RECORD THE FOLLOWING IS  THE RESULT OF THE 1990 

N F IB /A L A S K A  BALLOT QUESTION REGARDING GOVERNMENT C O M P E TITIO N :

S h o u ld  l e g i s l a t i o n  be p a s s e d  t h a t  w o u ld  r e s t r i c t
g o v e r n m e n t a g e n c ie s  fr o m  c o m p e t in g  w it h  p r i v a t e
b u s in e s s  i n  A la s k a ?

Y e s  B37. No 6'/. U n d e c id e d  117.

CURRENT LAW REQUIRES P U B LIC A TIO N S  OF STATE AGENCIES TO BE 

PRODUCED AT A STATE OPERATED F A C IL IT Y  WHENEVER P O S S IB L E . T H IS  PUTS 

THE STATE IN  D IR EC T C O M PETITIO N  W ITH SMALL. B U SIN ESSES. IT  ALSD, PUTS 

SMALL BUSINESSES AT A D IS T IN C T  DISADVANTAGE I F  THEY WANT TO DO 

BUSINESS WITH THE S TA TE .

SECTION 10 ON PAGE 5 , L IN E  12 SB 2 1 2  REPEALS THAT LAW AND S H IF T S  

THE PREFERENCE FROM STATE OPERATED P R IN T IN G  F A C IL IT IE S  TO P R IV A T E LY  

OWNED BU SIN ESSES. N F IB /A L A S K A  B E L IE V E S  THAT 5 3  2 1 2  W ILL HELP L IM IT  

"HE S IZ E  AND COST OF STATE GOVERNMENT AND FOSTER ECONOMIC GROWTH IN  

THE P R IV A T E  SECTOR.

ALTHOUGH IT  DOES NOT E L IM IN A T E  C O M P E TITIO N  FROM OTHER STATE OR

■ M l llll I I........................................... i-l .V/L v-.A'f.:..
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LOCAL AGENCIES WHOSE COMMERCIAL A C T IV IT IE S  RANGE FROM G IF T  SHOPS TO 

DAY CARE AND VIDEO OUTLETS -  IT  IS  C ER TAIN LY A B IG  STEP IN  THE RIG HT 

D IR E C T IO N .

THANK YOU FOR THE OPPORTUNITY TO BE HERE TODAY AND TO SUPPORT 

T H IS  WORTHY L E G IS L A T IO N . I WOULD URGE YOU TO MOVE THE B IL L  OUT OF 

COMMITTEE SO WE CAM, HOPEFULLY, SEE IT  BECOME LAW T H IS  YEAR. IF  YOU 

HAVE ANY QUESTION, I WOULD BE HAPPY TO TRY AND ANSWER THEM.



A l a s k a  S t a t e  L e g i s l g H t a r e

P.O. Box Y 
■Juneau, AK 99811-3100 

Phone: (907) 165-3991 
Fax: (907) 163-3331

MEMORANDUM

TO: Representative Dave Choquette

FROM: Glenn T. G r a y ^
Legislative Analyst

RE: State Purchase of Local Goods and Services in Other States
Research Request 91.118

This memorandum reports on efforts by other states to encourage state 
government purchases c r local goods and services. States use a variety of 
methods to assure that in-state businesses have ample opportunities to secure 
government contracts. Strategies range from across-the-board preferences to 
education and training programs.

We obtained the information for this memorandum from government reports, 
national organization reports, state statutes and telephone interviews. Wo 
contacted purchasing officials from twenty-one states to supplement other 
information.1 This memorandum does not discuss state "buy local" programs 
targeting purchases by the private sector.

Many states have enacted in-state preference laws that mandate government 
purchase of local goods and services. Some states provide seminars to the 
business community to encourage in-state businesses to bid on state government 
contracts. Other states have developed computerized databases or publications 
to alert in-state businesses to government contracts. Each of these methods 
is discussed below.

IN-STATE PREFERENCE LAWS

States use several methods to give preference to in-state businesses. One 
approach mandates that contracts be awarded to in-state businesses if their bid 
is within a certain percentage of an out-of-state bid. Another method gives 
total preference to in-state businesses for certain goods or services.

States queried about practices encouraging state government purchase of 
in-state goods and services were: Arkansas, California, Connecticut, Florida, 
Hawaii, Idaho, Indiana, Iowa, Louisiana, Maine, Massachusetts, Michigan, 
Montana, New Mexico, New York, Ohio, Oklahoma, Oregon, South Carolina, 
Washington, and Wyoming.

Legislative Research Agency

February 21, 1991
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Preferences may apply only to specific groups of people. Many states without 
their own preference statute use the same standards as a state with a 
preference law when dealing with businesses from that states. Table One, 
attached, indicates the type of preferences each state has. Attachment A 
contains a table about in-state preferences produced by the State of Oregon, 
and Attachment B contains copies of in-state preference statutes.

States use various means to determine if a business is an in-state company: 
place-of-business, length of residency, how long state taxes have been paid, 
or preregistration. Arkansas used to determined residency by place of 
business, but after losing a court case it now determines residency by how 
long a company has been paying state taxes.

Some states give preference for all products sold by businesses within the 
state while others provide a preference only for goods produced within the 
state. Hawaii and Alaska determine the amount of certain preferences by the 
degree of value-added within the state.

The Council of State Governments (CSG) recommends that in-state or local 
preferences "be given only when there is no sacrifice or loss in quality, 
performance, or price."2 Many states, however, give preference to in-state 
businesses even though their products or serv.ces cost more. The CSG reports 
that a 1986 study found that percentage preference laws increase government 
spending.

Instate Preference Laws Using Percentages

At least nineteen states apply an in-state preference for certain state 
purchases when the bid is within a certain percentage of a bid from a company 
outside the state. Although some states do not have specific preferences, all 
states select in-state bids when they tie with an out-of-state bid. Many 
states apply their percentage preference laws to all in-state goods, services 
or construction contractors. Other states give preferences only for specific 
products (e.g., use of coal, agricultural products, or dairy products), 
specific services (e.g., construction projects, or printing), or for specific 
groups of people (e.g., prisoners, blind people, or handicapped people).

The percentage of preference given to an in-state business varies from state 
to state and may vary within a state, depending on the kind of product or 
service. For example, Arkansas has a five percent preference for commodities 
sold within the state; however, if an out-of-state correctional institute bids 
on a construction project, a fifteen percent preference is given to in-state 
business.

2S t a t e  a n d  L o c a l  G o v e r n m e n t  P u r c h a s i n g , Third edition, The Council of 
State Governments, 1988, p. 23.
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Preferences for Specific Goods and Services

Many states provide in-state preferences only for certain goods or^Fvices. 
For example, some states mandate that printing of state publications be done 
within the state. Michigan enacted its printing law in the 1930s. Other 
states target specific types of goods such as coal mined within the state, 
steel rolled in the state, local agricultural or dairy products, forest 
products or recycled products. For example, New York requires agencies to 
purchase state-grown or state-processed food products as long as they are so 
designated. Some states also target recycled goods. Alaska requires that the 
goods be recycled in the state while New York gives a preference for recycled 
goods regardless of where they are recycled.

Preferences Targeting Specific Groups

Another type of in-state preference targets specific groups of people. Some 
states give these groups a percentage preference while others award such 
contracts without soliciting competitive bids. Some states require state 
agencies to purchase certain products produced by prisoners, or they at least 
give a percentage preference to these goods. Other groups of people targeted 
for preferences include blind people, handicapped people, women-owned 
businesses and minorities. Projects occurring in distressed areas may obtain 

/  a preference in some states if they employ a certain percentage of local 
people/ Some states also give small businesses a preference. However, John 
Babich, deputy director of the Procurement Division for California, says that 
90 percent of the contracts issued to small businesses under the state's small 
business set-aside program would have gone to larger businesses within 
California. In other words, depending on how the statute is worded, small 
business set-aside programs may not be in-state preferences. While most 
preference laws target in-state businesses, Ohio also includes businesses from 
border states.

PROGRAM TO EDUCATE IN-STATE BUSINESSES

Most states limit efforts to educate businesses about opportunities to bid on 
government contracts to "how to" booklets or to public notices printed in local 
newspapers. A few states, however, actively recruit in-state businesses to bid 
on state government contracts. Hawaii holds seminars for in-state businesses 
to encourage them to bid on state projects. New York puts on half-day 
presentations to businesses about how to get on the state mailing list, how to 
bid on contracts and how to get paid. The New Mexico Department of General 
Services conducts a series of workshops for small businesses, and its colleges 
provide procurement counseling. Oregon has an outreach program which includes 
training programs with vendors. According to Sandy Burt, administrator of the 
Oregon Department of General Services, the department organizes two formal 
training programs each year, as well as numerous regional or one-on-one
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training opportunities. The state also has a Vendor Information Program that 
lists state contracts. South Carolina provides classes to businesses, although 
they are not regularly scheduled. Other states, such as Indiana and New 
Mexico, limit education efforts to minority businesses.

COMPUTER MATCHING SERVICES

Several states maintain computer databases to encourage local businesses to 
bid on state contracts. Hawaii maintains an electronic bulletin board listing 
all state contracts. The Oklahoma Department of Vocational Technical 
Information manages its Bid Assistance Program through its statewide vocational 
technical schools. Twenty-three bid centers throughout the state assist in­
state businesses tu apply for federal and state contracts. Staff create 
business profiles of Oklahoma businesses and search the database by 
geographical area or the types of goods or services needed.

The Maine Procurement Assistance Center administers the Maine Supplier Access 
System. This computer database matches Maine suppliers with buyers throughout 
the country. The center also assists Maine businesses to bid on federal 
contracts. Joan Anderson, director of the Maine Products Marketing Office, 
says that eventually state contracts will be added to this service.

OTHER METHODS

Methods to encourage in-state purchases may be more subtle m a n  the approaches 
described above. For example, for certain contracts Iowa limits the number of 
bids it will accept, but the state assure: that at least some in-state bids are 
included. The potential exists that these in-state bids would be higher than 
those by out-of-state businesses not given the opportunity to bid on such 
contracts.

i

Some states permit state officials to use discretion for purchases under a 
certain limit. For example, for purchaser under 55,000 by New York State 
government, officials may choose a bid within fifteen percent of the lowest 
bid. Although discouraged by purchasing officials, some state contracts are 
written with specifications so specific that only a local business will 
qualify.

RECIPROCAL LAWS

Many states without in-state preference laws retaliate against states with 
such laws by applying in-kind preference laws only when dealing with those 
states. For instance, Michigan applies the in-state preference of another 
state when it bids on Michigan state contracts.
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Some states are wary of in-state preferences because of the threat of 
retaliation. According to John Maroni, purchasing program specialist for New 
York, a ten percent in-state preference in New York led Pennsylvania to remove 
all New York businesses from its state procurement mailing list in 1975. New 
York has since rescinded its in-state preference law.

SUMMARY

Many states apply some kind of in-state preferences although they vary from 
state-to-state in content and how they are applied. Such preferences are 
actually a subsidy and may cost taxpayers more money for goods and services 
than if there were no preferences given to in-state businesses. Although 
preference laws may provide in-state businesses with an edge over other 
companies, they may lead to retaliation from other states. The Council of 
State Governments (CSG) recommends that in-state or local preferences be 
limited to situations where there is no difference in quality, performance, or 
cost.

Besides in-state preferences, other methods show promise to encourage state 
purchase of local goods and services. Some states educate local businesses 
about how to do business with the state by providing seminars, workshops, one- 
on-one training, and "how to" pamphlets. Many states, however, only rely on 
printing public notices in local papers. Some states use computer databases 
to let businesses know about state contracts. These databases either interact, 
permitting businesses to match their services with current contracts proposals, 
or just list state contracts being solicited.

I hope that this information is useful to you. Please contact this office if 
we may assist you further.

Attachments



Contracts With
Manufacturers Small

In-Stato Printing May Provido For Prison Industiy Ousinoss Roprocity
Stato_____________ Prcforonco______________Proforonco________ Local Salos/Sorvicos Proforonco__  Proforonco Practices

T A B L E  O N E

In-state and Other Preferences Used for State Purchases

A labama No Somo printing must bo 
dono In-stoto.

Yos Yos

A laska 5% for vendors 
3-7% for products 
10% for RFPs

Yos Yes No

Arizona No Yos Yos No

Arkansas 5% for commodities 
3% for construction 
15% for prison Industry

Yoa Yos Yes No

Californ ia No Yes Yos Yos No

C o lo ra d o No Yes Yes No In-klnd

Connec t icu t 10% for In-stato small 
businesses

Yea No

Delaware Repealed In 1982 Yes

F lo r ida No Yos Yes Y08

Goo rg ia Stato forest products 
to be usod If available

Yos Yos i

Hawaii 3-10%  for products 
doponding on value- 
added

All govornmont printing 
must bo dono In-stato 
(Univorslty Is oxomptod)

Yoa No

Idaho No All printing, except 6tatutos 
to be dono In stato unloss 
cost lo oxcooslvo

Yos Yos Yos

Other
ProforoncoB

Rocyclod Alaska 
products

For high-risk 
unemployed In 
some areas
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TABLE ONE
In-state and Other Preferences Used for State Purchases

Contrac ts  With
Manufacturers Small

In -S ta to  Printing May P rov ide For P r ison Industry Qusinoss Roproc lty Othor
Stato Proforonco Proforonco Local Salos/Sorvico8 Proforonco Proforonco Practlcos Proforoncoo

I l l inois 10% for coal Yes Yos Yos In-klnd Fomalos & 
hnndlcappod

. V;:': I;

Ind iana 5% for goods 
Must uso stato coal

Yos No Yos Yos No

Iowa

Kanaas

5% for coal 

No

Yos Yes

Yeo

Yoa Yos In-klnd

Yos

Minority businesses 
may bid on all 
contracts

Kentucky No Yes Yos Yos

Lou is iana 5-7% for products 
4-7% for moat products 
5% for rodoo organlzoro 
10% for slool

Yos Yes Yes Yos In-kind Women & disabled 
(sheltered work­
shops)

Main* No Yos No Blind & sheltered 
workshops; recycled 
paper

Maryland No Yos Yos Yos, 5% In-klnd Blind Si sheltered 
workshops

M assachuse tts 2-5% for products Yos V«8 No Depressed aroas

Michigan No All printing to bo done 
In-stoto

Yos Y06 Yos In-klnd Sheltered workshops’ !

Minnesota No Yos In-klnd

Mississippi No Yoa Yos

Missouri State institutions must 
uso stato cool

Yoa Yos Yos

Montana 3% for construction
3% products
5% for Montano mado

Yos Yos Yos (not ofton 
usod)

In-klnd Sholterod workshops

Neb ra ska No Yos Furnlturo In-kind



T A B L E  O N E

In-state a n d  Othei Preferences Used for State Purchases

State
In-Stato

Proforonco
Printing

Proforonco

Contracts With 
Manufacturers 

May Provido For 
Local Sales/Sorvicos

Prison Industry 
Proforonco

Small
Businoaa

Proforonco
Roprocity
Practicos

Other
Preferences

Novada No

1

Yos No

New Hampshire No Yos No Autos and trucks

Now Jorsoy No Printing to bo don<- In-stato Yoo 15% of stato 
contracts for 
small buslnoss

Yos Minority & women 
ownod buolnousos

New Mexico 5% for products, 
construction & sorvlcos

Yoo Yos No

New York 

North Caroline

3% for some foods 

No

Yos Yos

Yes No

No 

I 0

15% for discretionary 
purchases undor 
$5,000, 10% for 
rocyclod products

North Dakota No Yos Yos

Ohio 5% for sorvlcos & 
products If thero Is 
competition

All printing must bo done 
In-stato

Yes Yos No No Minority buslnoss 
sot-a6ldo

Oklahoma 5% for products 
producod or grown 
in-stote

Yos Yoo 5% for minority 
businesses

Oregon No Printing to bo dono In-stato 
If roasonably priced

Yos Yos

Pennsylvania No Yos Yos

Rhode Island No No No

South Carolina 2% for products/sorvlcos 
5% for products grown or 
made In-stato

Yos No Additional 1.5% for 
dh;tro6sod areas

South Dakota 5% for Grade A milk Yoo Yos

T ennessoe No Yos Yoo Yoo No



T A B L E  O N E

In-state and Other Preferences Used for State Purchases

Sta to
In-Stato

P ro fo ronco
Printing

P ro fo ronco

Contracts With 
Manufacturers 

May P rov ido For 
Loca l Sa lo s /So rv icos

Prison Industry 
P ro fo ronco

Small
Bus lnoss

P ro fo ronco
Roproc lty
Practices

Other
P ro fo ron cos

Texas No Yos Yes

Utah No Yes Yos No Yea

Vermont No Yes No

Virginia 4% for coal Yes Yos

Wash ington No Yes Yes Y e s -1 0% No Yos Handicapped

W es t Virginia 2% for commodities, 
services & construction

Yes Yos

W isconsin No Yos Yes - right of 
first rofusal

Yes Yoo 2% for sheltered 
workshops

•V V . 'v : j. '
W yom ing 5% for commodities 

& construction
10% for printing If 75% 
of work done In-state

Yes No

Sources: The Council of State Governments, 1988, Stato and Local Government Purchasing;
Oregon Department of Gonoral Services, Summary of In-state Practices, January 1990; 
and stato statutes

Prepared by the Legislative Research Agency, February 1991 (91.118)



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
{007) -165-3867 or 465-2350 
FAX (007) 465-2020 
Mail Stop 3101

M E M O R A N D U M

SUBJECT:

FROM:

130 Seward Street, Suite 400
Juneau, Alaska 00801-2105

A pril 9, 1993

D elegation  o f  legislative au thority  in p rocu rem en t bill d raft 
(W ork  O rd er No. 8-LS0878\J, 4-9-93)

S en a to r Tim  Kelly 
A ttn : Josh

T h e re sa  L. B ann ister 
Legislative C ounsel

9t>

This m em o accom pan ies the  d raft tha t you requested  to add  to your p ro cu rem en t bill 
provisions re la ting  to innovative p rocu rem en t m ethods and a bonus p ilo t program .

In the  g enera l section au thorizing  innovative p rocu rem en t m ethods, the  use o f  the 
innovative p rocedu res  dep en d s on w hether they would be in the "best interests" o f 
the  state . U sing this te s t as th e  s tan d ard  m ay be considered to be an unconstitu tional 
delegation  o f legislative pow er because the legislature is delegating its authority  
w ithout providing ad eq u a te  s tandards. In o rd e r to avoid this issue, you m ay wish to 
consider identifying in m ore detail w hat standards the com m issioner is to use w hen 
m alting th e  determ in a tio n , or, in o th e r words, w hat you w ant "best interests" to m ean.

If I may be o f fu rth er assistance, p lease advise.
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SEN ATE B IL L  NO.

rN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

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

B Y  T H E  S E N A T E  L A B O R  A N D  C O M M E R C E  C O M M IT T E E  BY R E Q U E S T  O F  T H E  S E N A T E  
E C O N O M IC  T A S K  F O R C E

In tro d u c e d :
R eferred :

A BILL 

FO R  AN A CT EN TITL ED  

"A n  Act rela ting  to publications p roduced  by  sta te  agencies and  to the 

p rocu rem en t o f p roperty , p roperty  interests, and  services by s ta te  agencies."

BE IT ENA CTED  BY T H E  LE G ISL A T U R E  O F  T H E  STA TE O F  A LA SK A :

* S e c t io n  1. F I N D I N G S ,  P U R P O S E ,  A N D  I N T E N T ,  (a )  T h e  l e g i s l a tu r e  f in d s  th a t

( 1 )  th e  s ta te  n e e d s  to  d e v e lo p  a n d  m a in ta in  a  s t r o n g ,  s t a b l e ,  a n d  p r o s p e r o u s  

e c o n o m y  b a s e d  o n  p r iv a te  in v e s tm e n t ;

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

r e la te d  to  th e  w e l l - b e in g  a n d  c o m p e t i t iv e  s t r e n g th  o f  A la s k a n  b u s in e s s e s  a n d  to  th e  o p p o r tu n i ty  

f o r  A la s k a n  b u s in e s s e s  to  h a v e  f re e  e n t ry  in to  th e  b u s in e s s  m a r k e t  a n d  to  g r o w  a n d  e x p a n d ;

(3 )  th e  u s e  o f  p r o d u c ts  m a n u f a c tu r e d ,  g r o w n ,  o r  p r o d u c e d  in  A la s k a  

s t r e n g th e n s ,  s ta b i l i z e s ,  a n d  d iv e r s i f i e s  A la s k a ’s e c o n o m y ;

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

s e r v ic e s ,  th e y  r e d u c e  jo b - c r e a t in g  in v e s tm e n ts  a n d  l im i t  th e  g r o w th  o f  th e  e c o n o m y  o f  A la s k a ;

( 5 )  w h e n  b id  d o c u m e n ts  f o r  p u b l ic  c o n t r a c t s  d o  n o t  s p e c i f y  th e  u s e  o f  a v a i l a b l e

-1-
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A la s k a n  p r o d u c t s ,  c o m p a r a b le  o u t - o f - s t a te  g o o d s  a re  u s u a l ly  p u r c h a s e d  in s te a d ,  a n d  th e s e

p u r c h a s e s  r e s u l t  in  a  lo s s  o f  r e v e n u e  in  th e  s ta te  a n d  w e a k e n  A l a s k a ’s e c o n o m ic  b a s e ;

( 6 )  c o n t r a c t s  a r e  f r e q u e n t ly  a w a rd e d  to  o u t - o f - s t a te  f i r m s ,  e v e n  th o u g h  A la s k a n  

s u p p l i e r s ,  m a n u f a c tu r e r s ,  a n d  p r o v id e r s  o f  s e rv ic e s  a re  m o r e  a c c e s s ib le  a n d  r e s p o n s i v e  to  th e  

n e e d s  o f  A l a s k a ’s  b u s in e s s  c o m m u n i ty  th a n  th e ir  o u t - o f - s ta te  c o u n te r p a r t s ;

( 7 )  th e r e  is  a  n e e d  f o r  A la s k a  to  e x a m in e  i ts  p u r c h a s in g  p r a c t i c e s  in  o r d e r  to  

e n s u r e  th a t  s t a t e  a g e n c ie s  s u p p o r t  A la s k a n  b u s in e s s e s  b y  m a k in g  e v e r y  r e a s o n a b le  e f f o r t  to  

id e n t i f y  a v a i l a b le  A la s k a n  g o o d s  a n d  s e r v ic e s  a n d  to  f o s te r  b id d in g  b y  lo c a l  b u s in e s s e s  a n d  

l a b o r  f o rc e s ;

( 8 )  s ta te  a g e n c ie s  s h o u ld  lo o k  o u ts id e  A la s k a  f o r  g o o d s  a n d  s e r v ic e s  o n ly  i f  

th e y  h a v e  p r o v id e d  n o t ic e  o f  th e  p r o c u r e m e n t  in  A la s k a .

( b )  T h e  l e g is la tu r e  d e c la r e s  th a t  th e  p u r p o s e  o f  s e c s .  3 a n d  5  - 17  o f  th is  A c t  is  to  

f o s t e r  a  p r o c u r e r  n t  p r o c e s s  w h e r e  A la s k a n  b u s in e s s e s  o b ta in  a  f a i r  p r o p o r t i o n  o f  A l a s k a ’s 

t o ta l  p r o c u r e m e n t  c o n t r a c t s  b y  p r o v id in g  A la s k a n  b u s in e s s e s  w i th  a  f a i r ,  e q u i t a b l e ,  a n d  

c o m p e t i t i v e  b id  p r o c e s s .

(c )  I t is  th e  i n te n t  o f  d ie  le g is la tu r e  th a t

( 1 )  e x c e p t  a s  p r o h ib i te d  u n d e r  A S  3 6 .3 0 .3 2 0 ( d ) ,  a  s ta te  a g e n c y  s h a l l ,  w h e n  

p r a c t i c a b le  a n d  e c o n o m ic a l ly  f e a s ib le ,  d e s ig n  p r o c u r e m e n ts  in  a  w a y  th a t  f o s te r s  p a r t i c ip a t io n  

b y  A la s k a  b id d e r s  o r  o f f e ro r s ;

( 2 )  e x c e p t  a s  p r o h ib i te d  u n d e r  A S  3 6 .3 0 .3 2 0 ( d ) ,  a n d  u n le s s  i t  i s  a n t i c i p a te d  th a t  

tw o  o r  m o r e  A la s k a  b id d e r s  o r  o f f e r o r s  w o u ld  b e  c a p a b le  o f  p e r f o r m in g  th e  p r o c u r e m e n t ,  a n  

a g e n c y  th a t  is  p r o p o s in g  a  p r o c u r e m e n t  s h a ll ,  w h e n  p r a c t ic a b le  a n d  e c o n o m ic a l ly  f e a s ib le ,  

d iv id e  o r  o th e r w i s e  s t r u c t u r e  th e  p r o c u r e m e n t  s o  th a t  i t  c a n  b e  p e r f o r m e d  b y  A la s k a  b id d e r s  

o r  o f f e r o r s ,  i f  th e  p r o p o s e d  p r o c u r e m e n t  is  to o  la rg e  to  b e  p e r f o r m e d  b y  A la s k a  b id d e r s  o r  

o f f e r o r s ,  a n d  i f  th e  p r o c u r e m e n t  o f f i c e r  d e te r m in e s  th a t  A la s k a  b id d e r s  o r  o f f e r o r s  g e n e r a l ly  

w o u ld  b e  c a p a b l e  o f  p e r f o r m in g  th e  p r o c u r e m e n t  i f  th e  p r o c u r e m e n t  w e r e  r e d u c e d  in  s i z e  o r  

o th e r w i s e  r e s t r u c tu r e d ;  in  th is  p a r a g r a p h ,  " A la s k a  b id d e r s  o r  o f f e r o r s "  m e a n s  p e r s o n s  w h o  

q u a l i f y  a s  A la s k a  b id d e r s  u n d e r  A S  3 6 .3 0 .1 7 0 ( b ) .

*  S e c .  2 .  A S  2 4 .5 5 .2 7 5  is  a m e n d e d  to  re a d :

S e c .  2 4 .5 5 .2 7 5 .  PR O C U R E M E N T  [ C O N T R A C T ]  P R O C E D U R E S .  T h e  

o m b u d s m a n  s h a l l  a d o p t  b y  r e g u la t io n  p r o c e d u re s  c o n s is te n t  w i th  A S  3 6 .3 0  to  b e

•2-
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followed by the office o f the ombudsman in p ro cu rin g  supplies, services, 

p rofessional serv ices, construc tion , and  office space [CONTRACTING FOR 

SERVICES]. However, the p rocedu res based  on com petitive p rincip les do 

[PROCEDU RE FOR REQUESTS FOR PROPOSALS DOES] not apply to contracts 

for investigations under AS 24.55.100.

Sec. 3. AS 36.30.005(c) is amended to read:

(c) N otwithstanding other provisions o f law, all rights, powers, duties, and 

authority relating to the procurem ent o f supplies, services, professional services, and 

construction and the disposal o f supplies for the University o f A laska are transferred 

to the Board o f Regents. N otw ithstand ing  the o ther provisions o f this subsection , 

th e  U niversity  o f A laska is sub jec t to AS 36.30.540fb) an d  36.30.895. To the 

m axim um  extent possible, authority granted under this subsection shall be exercised 

in accordance with this chapter. The Board of Regents shall adopt regulations under 

this subsection that are substantially equivalent to the regulations adopted by the 

com m issioner o f adm inistration to im plement this chapter. For the purposes of this 

subsection, unless the context otherwise requires, in this chapter

(1) "agency" means a subunit o f the University o f Alaska;

(2) "attorney general" means the president o f the University o f Alaska;

(3) "chief procurem ent officer" means a person designated by the 

president o f the U niversity o f A laska whose qualifications are substantially equivalent 

to those provided in AS 36.30.010(a);

(4) "commissioner," "commissioner o f adm inistration," or 

"com m issioner o f transportation and public facilities" means the Board o f Regents or 

the president o f the University o f Alaska if so designated by the Board of Regents by 

regulations adopted under this subsection; and

(5) "department" means the University o f Alaska.

Sec. 4. AS 36.30.020 is am ended to read:

Sec. 36.30.020. LEGISLATURE. E xcept as provided  u n d e r  AS 24.55.275. 

th e  [THE] Legislative Council shall adopt and publish procedures to govern the 

procurem ent o f supplies, services, professional services, and construction by the 

legislative branch. The procedures must be based on the com petitive principles

t

-3-
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consistent with this chapter and must be adapted to the special needs o f the legislative 

branch as determined by the Legislative Council. The procedures must be consistent 

with the provisions of AS 36.30.080(b) - (e).

* Sec. 5. AS 36.30.130(a) is amended to read:

(a) The procurement officer shall give adequate public notice o f the invitation 

to bid -at least 21 days before the date for the opening o f bids. If a determ ination is 

made in writing that a shorter notice period is necessary for a particular bid, the 

21-day period may be shortened. The determination shall be made by the chief 

procurem ent officer for bids for supplies, services, or professional services. The 

determination shall be made by the com missioner o f transportation and public facilities 

for bids for construction or acquisition o f property for the state equipm ent fleet. 

Notice shall be published in the Alaska Administrative Journal. The time and m anner 

o f notice must be in accordance with regulations adopted by the com m issioner of 

administration. W hen practicable, notice may include

(1) publication in a newspaper calculated to reach prospective bidders 

located in the state;

(2 ) notices posted in public places within the area where the work is 

to be performed or the material furnished; and

(3 ) notices mailed to all active prospective contractors on the 

appropriate list maintained under AS 36.30.050

(A) if the contractors are located in the state;

(B) upon request, if the contractors are not located in the

state.

* Sec. 6 , AS 36.30 is amended by adding a new section to read:

Sec. 36.30.315. INNOVATIVE CONSTRUCTION PRO CU REM EN T 

M ETHODS. Notwithstanding the other provisions o f this chapter, if the com m issioner 

o f transportation and public facilities determines in writing that using innovative 

construction procurem ent methods for the procurem ent of construction contracts would 

be in the best interests o f the state, the com m issioner may modify the provisions o f 

this chapter as necessary to use the innovative methods when procuring construction 

contracts. The determination must find that the innovative methods are not contrary

W O R K  D R A F T
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to  th e  i n t e n t  o f  th i s  c h a p te r ,  d e m o n s t r a te  th a t  th e  in n o v a t iv e  m e th o d s  a r e  in  th e  b e s t  

i n te r e s t s  o f  th e  s t a t e ,  a n d  d e s c r ib e  h o w  th e  in n o v a t iv e  m e th o d s  m o d i f y  th e  p r o c u r e m e n t  

m e th o d s  a n d  p r o c e d u r e s  o f  th is  c h a p te r .

*  S e c .  7 .  A S  3 6 .3 0 .3 3 6  is  a m e n d e d  to  re a d :

S e c .  3 6 .3 0 .3 3 6 .  A P P L I C A T I O N -  N o tw i th s t a n d in g  o t h e r  p r o v i s io n s  o f  th is  

c h a p te r ,  A S  3 6 .3 0 .3 2 2  - 3 6 .3 0 .3 3 8  a p p ly  to  a l l  p r o c u r e m e n ts  s u b je c t  to  th is  c h a p te r ,  

e x c e p t  a s  p r o v id e d  in  A S  3 6 .1 5 .0 5 0 . AS 36.30.315 and 36.30.322(b) [ A N D  

A S  3 6 .3 0 .3 2 2 ( b ) ] .

*  S e c .  8 .  A S  3 6 .3 0 .5 4 0  is  a m e n d e d  to  re a d :

S e c .  3 6 .3 0 .5 4 0 .  R E P O R T  T O  L E G I S L A T U R E .  On or before December 1 

o f each odd-num bered vear. [ B E G I N N I N G  W I T H  D E C E M B E R  1, 1 9 8 9 .]  th e  

c o m m i s s i o n e r  s h a l l  b i e n n ia l ly  r e p o r t  to  th e  le g is la tu r e  c o n c e r n in g  p r o c u r e m e n ts  b y  

a g e n c i e s .  T h e  r e p o r t  m u s t  in c lu d e

( 1 )  th e  r e c o r d s  m a in ta in e d  b y  th e  c o m m is s i o n e r  u n d e r  A S  3 6 .3 0 .5 1 0  

a n d  th e  r e c o r d s  m a in t a in e d  u n d e r  A S  3 6 .3 0 .5 2 0 ( a )  f o r  th e  p r e v io u s  tw o  f i s c a l  y e a r s ;

( 2 )  r e c o m m e n d a t io n s  f o r  c h a n g e s  in  th is  c h a p t e r  o r  o th e r  la w s  b a s e d  

o n  im p l e m e n ta t i o n  o f  th is  c h a p te r  in  th e  p r e v io u s  tw o  f i s c a l  y e a r s ;

( 3 )  a  d e s c r ip t io n  o f  a n y  m a t te r s  th a t  in v o lv e d  l i t ig a t io n  c o n c e r n in g  th is  

c h a p t e r  in  th e  p r e v io u s  tw o  f is c a l  y e a r s ;

( 4 )  a  l i s t  o f  p r o c u r e m e n ts  m a d e  u n d e r  th i s  c h a p te r  f r o m  o u t - o f - s t a te  

s o u r c e s  d u r in g  th e  p r e v io u s  tw o  f is c a l  y e a r s  to g e th e r  w i th  th e  to ta l  n u m b e r  o f  

p r o c u r e m e n t  c o n t r a c t s  e n t e r e d  in to  d u r in g  t h a t  p e r io d  w ith  o u t - o f - s t a t e  c o n t r a c to r s  a n d  

th e  to ta l  v a l u e  o f  th e s e  c o n t r a c t s ;  th is  p a r a g r a p h  d o e s  n o t  a p p l y  to  p r o c u r e m e n ts  m a d e  

u n d e r  A S  3 6 .3 0 .3 2 0 ;  a n d

( 5 )  a  l i s t  o f  p r o c u r e m e n ts  m a d e  u n d e r  th i s  c h a p t e r  f r o m  s ta te  s o u r c e s  

d u r i n g  th e  p r e v io u s  tw o  f i s c a l  y e a r s  to g e th e r  w i th  th e  to ta l  n u m b e r  o f  p r o c u r e m e n t  

c o n t r a c t s  e n t e r e d  in to  d u r in g  th a t  p e r io d  w i th  s ta te  c o n t r a c to r s  a n d  th e  to ta l  v a lu e  o f  

t h e s e  c o n t r a c t s ;  th is  p a r a g r a p h  d o e s  n o t  a p p ly  to  p r o c u r e m e n t s  m a d e  u n d e r  

A S  3 6 .3 0 .3 2 0 j .

(6) the number o f bidders and offerors that bid on or m ade 

proposals for procurem ents under this chapter, the num ber of these bidders and

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
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offero rs th a t were located in the state, and  the n u m b er o f  these b idders  an d  

o ffero rs tha t w ere located outside the s ta te : this p a ra g ra p h  does no t apply  to 

p ro cu rem en ts  m ade un d er AS 36.30.320.

* Sec. 9. AS 36.30.540 is amended by adding a new subsection to read:

(b) A state agency that is subject to AS 36.30.895 and that contracts for 

investm ent and brokerage services shall submit to the legislature on or before 

D ecem ber 1 o f each year a report covering the preceding fiscal year and reporting on 

the state agency’s progress in implementing AS 36.30.895.

* Sec. 10. AS 36.30.850(b)(13) is amended to read:

(13) purchases of income-producing assets for the state treasury or a 

public corporation o f the state, except as provided  bv AS 36.30.540(b) and  

36.30.895:

* Sec. 11. AS 36.30.850(b)(15) is amended to read:

(15) a contract that is a delegation, in whole or in part, o f investment 

powers held by the commissioner o f revenue under AS 14.40.400, AS 14.42.200, 

14.42.210, AS 18.56.095, AS 37.10.070, 37.10.071, or AS 37.14. except as provided  

bv AS 36.30.540(b) an d  36.30.895:

* Sec. 12. AS 36.30.850(b)(16) is amended to read:

(16) a contract that is a delegation, in whole or in part, o f investment 

powers or fiduciary duties of the Board of Trustees o f the Alaska Permanent Fund 

Corporation under AS 37.13, except as p rovided  bv AS 36.30.540(b) an d  36.30.895:

* Sec. 13. AS 36.30.850(b) is amended by adding a new paragraph to read:

(30) contracts to be performed in an area outside of the country and 

requiring knowledge o f the customs, procedures, rules, o r laws o f  the area.

* Sec. 14. AS 36.30 is amended by adding a new section to read:

Sec. 36.30.895. STATE POLICY FOR PROCUREM ENT OF INVESTM ENT 

SERVICES. It is the policy o f the state that state agencies that procure investm ent and 

brokerage services increase the utilization of brokerage and investm ent services 

provided by persons located in the state. In this section, "state agency" includes the 

University o f Alaska, the Alaska Railroad Corporation, the A laska Housing Finance 

Corporation, the Alaska Aerospace Development Corporation, the Alaska State Pension

-6-
>Jew •Sr.riffr! i.ned (DELETED TEXT BRACKETED]



i

2

3

4

5

6
7

8
9

10
11
12
13

14

15

16

17

18

19

20
21
22
23

24

25

26

27

28

29

30

31

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

Investm ent Board, and the Alaska permanent fund established under AS 37.13.010, but 

does not include the state trustees or federal trustees under AS 37.14.450.

* Sec. 15. AS 44.99.200 is repealed and reenacted to read:

Sec. 44.99.200. PRODUCTION OF PUBLICATIONS. The publications o f a 

state agency shall be produced at a private sector facility located in the state when 

practicable. The Department of Administration shall establish standards for the 

production o f publications by state agencies, except that the Board of Regents o f the 

University o f Alaska shall establish the standards for the univerucy. The standards 

shall be designed to promote simplicity, low cost, and consistency.

* Sec. 16. AS 44.99.210 is amended to read:

Sec. 44.99.210. DISCLOSURES ON PUBLICATION. If  [A PUBLICATION 

OF A STATE AGENCY IS EXEM PTED UNDER AS 44.99.200(a) FROM  BEING 

PRO DU CED  AT A STATE-OPERATED FACILITY AND EF] the actual annual costs 

fo a [THE] publication o f a s ta te  agency that are paid from the general fund exceed 

$1,500, the publicauon must include a statement that gives the name o f the agency 

releasing the publication, the purpose o f the publication, the cost for each copy o f the 

publication, and the city and state where the printing was done. The statement must 

read: "This publication was released by . . . (name o f state agency) . . ., produced at

a cost o f $  per copy to . . . (statement of purpose) . . ., and printed i n ............

. (city and state where printed)." If the publication is required by law, the statement 

m ust also include: "This publication is required by . . .  (appropriate citation to Alaska 

law)." The statement may include, if  applicable, a declaration o f the revenue raised 

by the sale o f the publication or from the purchase of advertising in the publication. 

The statem ent shall be printed in one conspicuous place in the body of the publication 

in a type size that is not smaller than eight points and shall be placed in a box 

com posed o f  at least one point rule. In this section, "cost for each copy" means the 

figure that results after dividing the total contract cost of producing the publication by 

the num ber o f copies produced. This section does not apply to a publication that is 

intended prim arily for foreign or other out-of-state use, or to a program for a public 

cerem ony o f  a state agency.

* Sec. 17. AS 44.99.230 is repealed.
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* Sec. 18. CONSTRUCTION BONUS PILO T PROGRAM . W ithin six months after the 

effective date o f this Act, the com m issioner o f transportation and public facilities shall begin 

a two-year pilot program under AS 36.30.315, enacted by sec. 6  o f  this Act, for the 

procurement o f construction services by using bonuses to replace the preferences required 

under AS 36.30. The com m issioner is not required to make die determ ination required by 

AS 36.30.315 for the pilot program, but shall issue a written description o f how the innovative 

methods modify the procurem ent metiiods and procedures of AS 36.30. W ithin 15 months 

after the pilot program begins, the com m issioner shall report to the legislature on the 

construction contracts awarded during the first year o f the pilot program. W ithin 27 months 

after the pilot program begins, the com m issioner shall report to the legislature on the 

construction contracts awarded during the second year o f the pilot program. The legislature 

may review the pilot program at any time during the program and may extend the program 

indefinitely.

* Sec. 19. AS 36.30.540(6), enacted by sec. 8 o f this Act, applies to reports due after the 

effective date o f this Act.

* Sec..20. IM PLEM ENTATION REPORTS, (a) The first report under AS 36.30 540(b), 

enacted by sec. 9 o f this Act, is due Decem ber 1, 1996, and must cover the 1996 fiscal year 

o f the reporting state agency.

(b) W ithin nine m onths after the effective date o f  this Act, a state agency that is 

subject to AS 36.30.540(b) and 36.30.895, enacted by sec. 14 o f this Act, and that contracts 

for investment and brokerage services after the effective date of this A ct shall submit to the 

legislature a report on the state agency’s progress in im plem enting AS 36.30.895 during the 

first six months after the effective date of this Act.

(c) On or before D ecem ber 1, 1995, a state agency that is subject to AS 36.30.540(b) 

and 36.30.895 and that contracts for investm ent and brokerage services after the effective date 

o f this Act shall submit to the legislature a report on the state agency’s progress in 

im plem enting AS 36.30.895 during tire period that

( 1) stans after the period covered in the report required in (b) o f this section;

and

(2) ends June 30, 1995.

-8-
j/ev Toxr. U n d e r l i n e d  [DELETED TEXT BRACKETED]



Senator Tim Kelly, Chair
Senator Steve Rieger, Vice Chair 
Senator Drue Pearce 
Senator Judy Salo 
Senator Georgianna Lincoln

M E M O R A N D U M

TO: Senator Rick Halford
Senate President

FROM: Senator Tim Kelly, Chair $
Senate Labor & Commerce Committee

DATE: May 6, 1993
RE: SB 212 - Relating to the production of State publications,

the procurement code, and State investments

i respectfully request that the first committee of referral for SB 212 be 
the Labor & Commerce Committee.
This legislation, introduced by the Labor & Commerce Committee at the 
request of the Senate Economic Task Force, aims to increase the amount 
of State contract work going to businesses located in Alaska. It is my 
intention to hold hearings on this legislation in the interim.

A l a s k a  S t a t e  L e g i s l a t u r e

SENATE LABOR AND COMMERCE 
COMMITTEE

STATE CAPITOL, SUITE 101 
JUNEAU. ALASKA 99801-1182 
PHONE: (907) 465-3822 
FAX: (907) 465-3756

3111 C STREET, SUITE 550 
ANCHORAGE. ALASKA 99503 
(907)561-7612

Thank you for your consideration.
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A partnership program oI
Ancho rage  Chamber 
o f Commerce

Ancho rage  Economic 
Deve lopment Corporation

Universi ty o f  Alaska 
Small  Business 
Deve lopmen t Center

S ta te o f  Alaska 
Depar tmen t o f Commerce 
and  Econom c Dev lopment

University of Alaska 
Small Business 
Development Center

430 W. 7th Avenue, Suite 110 
Anchorage, Alaska 99501

(907) 274 7232 
(800) 478-7232 
I AX (907) 274 952a

O c t o b e r  27, 1 9 9 3

TO: Senator Kelly
Josh Fink

FROM: Mary Rucker
BUY ALASKA Program Manager

RE: Questions for the Permanent Fund and Department of
Revenue

On Trades that you do directly, what firms and what branches do you 
work with?
What efforts have you made to work with brokers in Alaska, or to 
provide credit to branches in Alaska?
In the last five years, has there been an increased amount of trades 
done locally or increased credits to local branches?
What percentage of equity trades (listed and OTC) are done directly with 
brokers in Alaska? Fixed income trades?
What percentage of equity trades (listed and OTC) are done with firms 
that have branches in Alaska? Fixed income trades? How does this 
compare to the national market share percentages of those companies?
Does any credit come back to local offices on new issues purchased?
Please provide a recap of commissions generated by each money 
manager and by trades done directly.
Have you done any research on the impact of directed trades on quality 
of execution? Is there any written evidence that trades directed to 
Alaska brokers would impact execution capability?
Are you aware of the soft dollar arrangements your different money 
managers have? Do any of these arrangements benefit the Permanent 
Fund/State?
Do existing money manager soft dollar arrangements constrain them



from doing business directly with brokers in Alaska or from providing 
credit back to those brokers?
Have you considered suggesting your money managers use step-outs? 
(Trades done with one broker and apportioned out to others)
Do you include the money management divisions of local investment 
firms in your searches.
Would you consider automatically placing money management divisions 
of local investment firms on a short list if they provide the type of 
management under consideration?
Have you considered using local firms for:

-securities lending programs 
-commodities hedging programs 
-underwriting?

Have you investigated the institutional capabilities of local brokers?
If you desired to work with local brokers, but the firms' policy was to 
use branches Outside, would you require that services be purchased 
locally? Would you consider requesting a change of firm policy to meet 
state policy or desires?
Are you willing to encourage and nurture institutional brokerage 
expertise in Alaska?
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PROGRAM RESULTS TO DATE 
FEBRUARY 1994

A partnership program nt

Ancho rage  Chamber 
ol Com m erce

Ancho rage  Econom ic  
Deve lopmen t Corporat ion

Univers i ty  of A la sk a  
Sma l l  B u s in e s s  
Deve lopmen t Center

S ta te of A la sk a  
Department of Commerce  
an d  Econom ic  Deve lopmen t

University of Alaska 
Small Business 
Development Center

430 W. 7th A venue ,  Su i te  110 
Anchorage ,  A la sk a  99501

(907) 274-7232 
(800) 478-7232 
PAX (907) 274-9524

BJJYER/SELLER NETWORK

Statistics 1991 1992 1993

Enrollm ents 479 242 321
Contacts 750 661 1700
Buying Needs 96 199 235
M atches 26 39 62
Match $ Value $1.85 Million $4.81 Million $6 .1 Million
Jobs Created 37 95 122

Program to Date

•  1072 Organizations Enrolled
•  530 Buying Needs Researched
•  127 Buyer/Seller M atches
•  $13 M illion Retained in Alaska
•  255 Direct and Indirect Jobs Created

M ajor M atches

1991 Piquniq M anagement Corporation $ 1,2 0 0 ,000
Alaska Clean Seas $ 420,000
M apco Express $ 60,000

1992 Keiwit Construction $2,500,000
Alaska Railroad $1,800,000
State o f  Alaska General Services $ 250,000

1993 Providence Hospital $2,500,000
University o f Alaska $1,048,000
Sheraton Anchorage $ 125,000
W al*M art Stores, Inc. $1 ,500,000

ADVERTISING CAMPAIGN

Produced 6 major advertising campaigns for TV , radio and 
newspaper utilizing over $500,000 o f in-kind media donations.
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a p a r t n e r s n l p  p r o g r a m  o f

Anchorage Chamber 
of Commerce

Anchorage economic 
Development Corporation

University of Alaska 
Small 8usiness 
Development Center

Slate of Alaska 
Department of Commerce 
ard Economic Cevlopment
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April 1, 1993

MEMORANDUM

To: Senator Tim Kelly 
Attention: Josh Fink

From:

RE:

Mary Rucker, Program Manager, BUY ALASKA/

BUY ALASKA for Brokerage and Investment Services

r

The imoortance of innovative policy and legislation regarding the 
consideraion and use of in-state companies by the State of Alaska is 
paramount to the success or BUY ALASKA. The economic benefits to 
the private sector are obvious.
We at BUY ALASKA support efforts to enhance local purchasing of all 
products and services available here in Alaska. We appreciate your 
consideration of the following report on the advantages and benefits of 
in-state procurement of financial services.
Thank you.

University of Alaska 
Small Business 
Development Center

•CO W. 7th Avenue, Suite '10 
Anchorage, Alaska 99501

(907) 7.74-7232 
(800) 478-7232 
FAX (507) 274-9524



B U Y  A L A S K A  

f o r  

B r o k e r a g e  a n d  I n v e s t m e n t  S e r v i c e s

General comments on Department of Revenue and Permanent.Fund memos;
* While technical points need to be addressed, many can be resolved with an attitude of "how can we make it happen?" as opposed to "how can we find 
reasons why it can’t happen?"
• The recent loss of two national accounting firms from Alaska highlights the need 
to nurture in-state professional services.
* Tne professional investment officers employed by the state are properly 
addressing issues of fiduciary responsibility and performance obligations. Their 
comments should be viewed in a positive light, and as a beginning for working 
closer with the Alaska investment community.
• Without compromising integrity or fiduciary responsibility, many, if not all, 
trades can be done through local brokers.
* An open, cooperative relationship with the Alaska investment community will prove mutually beneficial. Local brokers and managers have more reasons to give state officials the very best prices and service than do brokers outside.
♦ The following comments address only securities brokerage. A very significant 
amount is spent by the state on money management. While specific issues 
differ between brokerage and money manageme it, the general principles of "Buy Alaska" and its economic benefits apply.
• Cooperation and mutual support will only come from a written policy m2 1 
clear the state's intent to do business locally,
• Accountability and reporting to the legislature will give investment officers both direction and incentive to "Buy Alaska." It will also give them flexibility to fulfill their fiduciary responsibilities.

Response to Department of Revenua.Merno.randum dated March 9,1993;
• "A long standing policy of encouraging the money management firms...to 
execute trades with brokerage firms that have offices located in Alaska on an "all 
things being equal" basis.... This policy is articulated in the contracts with external 
money managers and by law."
- Are copies of contracts and applicable law available?
- How well-known, enforced, or effective have these policies been?
- Does the Department of Revenue have a breakdown of how many trades
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have been done in Alaska?
• Portfolio managers use particular brokers to execute block trades for both good 
executions and market information
- While certain trades may be done better by particular brokers, many trades 
can be efficiently executed by local brokers who can match.the price being 
charged by outside brokers. As opposec to ocher bidding processes, no "Alaskan preference" is required or appropriate. All that is needed is a chance to 
work closely with state investment officers.
- Trades with Alaskan brokers should only be done by those who prove they 
are capable of handling a particular type of transaction. A fundamental 
assumption is that "all things are equal." Closer relationships with Alaskan 
brokers can result in more revenues flowing back to the state.
- Enhancing the volume and expertise of local brokers will go a long way 
towards "providing the citizens of Alaska with a strong, committed financial 
community."
• Trading d e b t :

In general, some of the principles mentioned above apply. It is not a case of "all 
or nothing." Many steps can be'taken to increase brokerage.done in Alaska without costing more or getting poor executions. The following comments were 
made;
1. Need information on a timely basis and access to institutional desks.

-With modern communications and computers, some local brokers are dealing regularly and directly with the same institutional desks and traders as outside 
institutional brokers presently used by state investment officers. This will 
substantially increase with greater use of in-state brokers. In fact, that is one of 
the big reasons to do mure trades in-state.
2. Limiting competition increases prices and lessens access to information.
- Under no circumstances should investment officers be forced to deal with in­
state brokers. Only those that perform should get the business. However, by 
policy, investment officers should make a legitimate effort to include local brokers 
in their discussions and bidding.
3. Local brokerage firms need to be well capitalized.

Local firms include such national powerhouses as Dean Witter, Shearson 
Lehman Brothers, Merrill Lynch, Kemper, and Paine Webber. These are well- 
capitalized firms capable of handling large state transactions, In addition, several 
regional firms can handle smaller transactions. Do we want a repeat of the same job loss that occured in the accounting profession? Including local brokers 
i n c r e a s e s  the competitive environment instead of reducing it.

4. International securities
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- The large national firms mentioned above have active international trading operations. Local brokers can interface with specialists in their firms without 
adding costs or impeding transactions.
- Alaska is turning its attention to the Pacific Rim, and attempting to assume a 
significant international position. A strong local financial community with expertise • 
in international investing and a world perspective will be indespensible future 
economic growth.

Response to Permanent Fund Memorandum dated._Februarv 25 J.993-;
In addition to points already r-'vered above, the following addresses issues 
specific to the Permanent Fund.
• Of the total FY 92 domestic equity brokerage business of $5,797,000 done 
by the Fund, only 22.8% or $1,320,000 was commission business credited to 
the accounts of Alaska brokerage firms or offices. This does not include 
international equity trades.
• Virtually no fixed income trades are done with Alaskan offices. The largest part 
of the Permanent Fund portfolio is fixed income.
• Some Alaska brokerage firms maintain market hours matching the New York 
markets. Adjusting hours would be easy if a reason existed to do so.
• The major national brokerage firms with offices in Alaska have large institutional 
trading desks in New York City. Some already maintain close ties to their 
institutional desks. Others could do so with the increased institutional business 
the Permanent Fund could provide.
• Some Alaska brokerage firms have institutional computer systems and trading 
relationships that keep them up-to-date on new issues and major blocks of 
bonds available. They have the same information available to institutional 
brokers in New York or Seattle. Other brokers could develop these systems if demand warranted it. Without a written policy from the state, some local offices 
are prohibited from contacting the state or its agencies.
• As a practical matter, only firms who have already made a commitment to 
maintain offices in Alaska, or those willing to do so, will benefit from increased 
usage of local offices. It would be unrealistic to envisage outside firms-opening 2 
or 3 person offices in Alaska just do do trades with the state. Infrastructure, communications, schedule coverage and other considerations strongly argue 
against the economics of tiny brokerage offices, it is hard to see how increased 
dollars flowing through the Alaska economy, with its concomitant employment, 
could hurt the state economy.

F e e s  G e n e r a t e d ;

i
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Further research needs to be done, but the following estimates begin to 
delineate the size of the brokerage industry and potential for increase:
Total annual revenues .. .from existing brokerage industry: $15-20,000,000
Dept, of Revenue Equity trades (DOR est. approx.) $2,'000,000
Dept, of Revenue Fixed Income (estimate) 1,000,000Permanent Fund Equity tradas (PF est. approx.) 5,800,000
Permanent Fund Fixed income (PF est. approx.) 2.200.000Total 511,000,000
Does not include:Alaska Industrial Development Export Authority 

Alaska RailroadAlaska Housing Finance Corporation 
University of Alaska
Alaska Post Secondary Education Commission Permanent Fund international equity business 
Other state agencies and departments

This also does not include the "spin off" impact that would help repatriate more 
dollars from boroughs, municipalities, school districts, authorities, etc. to say nothing of private corporations, native corporations, and potential new investing 
in Alaska.
SUMMARY: Depending on what percentage of current state business is done 
in state, direct potential exists to increase in-state business up to 50-70%. 
"Spin-off' benefits could be substantially greater.

Impact on Employment:
• The local brokerage industry tends to justify its staffing levels based on 
revenue volume. While some economies of scale exist, increases in revenue 
volume will have a direct impact on employment.
• The Alaskan brokerage community employs perhaps 200 people. These are 
permanent, skilled, year-round jobs.
• Any material increase in state brokerage business done in Alaska will have a 
two-fold impact: I. A direct increase in permanent, professional employment; 
and, 2. Increased skill, expertise, connections and internal clout which will benefit 
all Alaskans and their businesses that use brokerage services.
• Local brokers will be spending more money ir.-state travelling to and visiting 
with state investment officers in Alaska.
• "Buy Alaska" policies for money management could result in additional material 
increases in employment.



EMPLOYEES' RETIREMENT SYSTEM 
DISTRIBUTION OF BROKERAGE COMMISSION

l a c k  m anager  i s  ch&rgod w i t h  t h e  r e s p o n s i b i l i t y  o f  o c a ld n g  t h e  b o a t  
x e c u t i o n  and  b e n t  p r i c e  i n  t h e  b e a t  i n t e r e s t  o f  t h u  ERJ.

J a e h  m anager  a h a l l  u t i l i z e  t h e  c e r v i c e n  o f  H awaii f i r m s  a s  much, eo 
p o s s i b l e  f o r  t r a d e o ,  th e  g e n e r a l  u n d e r s t a n d in g  b e in g  t h a t  t h e  u s a g e  o f  

uch f i r m s  a r e  s o l e l y  f o r  t h e  p u rp o s e  o f  t h e  b e a t  e x e c u t i o n  and  b o a t  p r i c e  
c t h e  t im e  o f  t h e  t r a d e  ( s u c h  ao v h o ro  a f i rm  h ae  th e  s t o c k s  i n  i n v e n t o r y  
: W  a  b l o c k  b a a i a ) . .

a
a

■v

A i l ’ co m m iss io n s  g e n e r a t e d  by ERS b u s i n e s s  to  H aw aii  f i r m s  m ust r e v e r t  100% 
b ick  t o  t h e  c r e d i t  o f  t h e  H aw aii  o f f i c e ,  and a c c o u n te d  f o r  a s  income by 
d i e  H aw aii  o f f i c e .

N<i t r a d e s  o f  an y  a d v i s o r  a h a l l  b e  dono th ro u g h  a p a r e n t  f i r m ,  a  s u b s i d i a r y  
f; rm, o r  a  r e l a t e d  f i r m .

a d v io o r  o h a l l  u s e  t r a d e e  o r  com m iss ions  f o r  t h e  p u rpoeo  o f  p a y in g  f o r  
c o m p e n s a t in g  f o r  r e s e a r c h  o f  o t h e r  f i r m s .

t h o s e  ER3 b r o k e r e g e  t r . u i s a e t i o n s  w here  no b e a t  e x e c u t io n  and b e a t  p r i c e

Nc 
ox

I r
o i t u a t i o n s  e x i s t  ( s u c h  ae s t o c k  i n  i n v e n t o r y  o r  on a b lo c k  b a s i n )  and 
w h t r e  a l l  b r o k e r a g e  f i r m s  c a n  be c o m p e t i t i v e  and p r o v id e  b e a t  e x e c u t i o n  
a n i  b e s t  p r i c e ,  e a c h  i n v e s tm e n t  m anager  w i l l  a l l o c a t e  more t h a n  20% o f  
t o t a l  b r o k e r a g e  commioeion t o  any ono H aw aii f i r a - i n  any g iv e n  y e a r .

I f i a n y  o f  t h e  H aw aii  f i r m s  ca n n o t  e x e c u te  t r a d e s  on « c o m p e t i t i v e  b a o ia  
u n d e r  n o rm a l  c i r c u m s ta n c e d ,  and t h e  s i t u a t i o n  c o n t in u e s  o v e r  a  p e r i o d  o f  
t i n e ,  t h e  a d v i o o r e  a r e  to  in fo rm  t h e  T r u s t e e s  o f  t h e  s i t u a t i o n .

A t l c a a t  t h i r t y  p e r c e n t  o f  a l l  b r o k e r a g e  t r a n n a c t i o n o  o h a l l  be d i r e c t e d  to  
t h e  f o l l o w i n g  b r o k e r s  p a r t i c i p a t i n g  i n  t h o  ERS' Commiaeion R e c a p tu re
Pr< gram:
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Anchorage Chamber 
of Commerce

Anchorage Economic 
Development Corporation

University of Alaska 
Smail Ousmess 
Development Center

State of Alaska 
Department of Commerce 
and Economic Oev lcpmem

University of Alaska 
Small Business 
Development Center

430 W. 7th AucnuO, Suite ! 10 
Anchorage. Alaska 99S01

(907) 274-7232 
(600) 478-7232 
fAX (907) 274-9524

Date:
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J & S SERVICE CO.
800 McGrath Road 

Fairbanks, Alaska 99712 
(907) 457-3850 * 1 

FAX (907) 457-7895

D a t e  ^  S ’*  9 / ? ? '

TO:

Company_

FAX N u m b e r

v 7 ~ c ? y / / -

S'73 aC/p- o =̂iR~

From Jim Simko / J&S Service Company

F A X : l-(9 0 7 )-457-7895

Nu m b e r  poge3_
J 2

Including cover sheet

Message: z _ &

/ A /  7 ^ 0

Thank You

Si mko

C y / \
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J  &  S  S E R V IC E  C O .
800 McGrath Road 

Fairbanks, Alaska 99712 
(907) 457-3850'

FAX (907) 457-7895

T 0 »  S e n a t o r  T i m  K e l l e y  

A t t : J o s h  F i n k  

R e :  B i l l  # 2 1 2

3 / 2 4 / 9 4

D e a r  M r .  F i n k :

I t  h a s  c o m e  t o  m y  a t t e n t i o n  t h a t  t h e  h o n o r a b l e  S e n a t o r  i s  t h e  

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

i n f o r m a t i o n .  , ,• > : . .* • « .* r i r . r

M y  c o m p a n y  i s  a  l o c a l  c o m p a n y  t h a t  s u p p l i e s  t h e  U n i v e r s i t y  O f  

A l a s k a .  W o  d o  t h i s  b y  r e s p o n d i n g  t o  t h e i r  b i d  r e q u e s t s  a s  t h e y  a r e  

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

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

y o u r  c o m p a n y .

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

b e s t  w a y  t o  i n s u r e  c o m p e t i t i v e  p r i c i n g .

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

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

e x t r e m e  l o w  i n  1 9 9 2 .

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

f i r s t  q u e s t i o n  i s  w h e r e  i s  t h e  b u s i n e s s  g o i n g ?

1 1 a m -  a w a r e  o f '  c h a n g e s  i n  t h e ’, p r o c u r e m e n t  r e g u l a t i o n s  t h a t ,  r a i s e d  t h e  

m i n i m u m  a m o u n t  f o r  b i d  f r o m  $ 5 , 0 0 0  t o  $ 2 5 , 0 0 0  w h i c h  a c c o u n t s  f c r  

s o m e  o f  t h e  d e c l i n e .

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

s o u r c e  p r o c u r e m e n t  l e t t e r s .

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

t h ? t  h e  d e t e r m i n e s  c a n  p r o v i d e  t . h R  n p p r i p r i  1 1 \ p m  w h a f . p v p r  i t .  m a y  

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

n o  p u b l i c  n o t i c e .

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

t h e  l o c a l  i n  s t a t e  c o m p a n i e s  a l m o s t  n e v e r  s e e  i t .

A s  t h e  g r a p h  i n d i c a t e s  a n d  a s  a  c o m p a n y  w i t h  m u c h  e x p e r i e n c e  i n  t h i s  

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

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

s u p p o r t  w i t h  a l l  m y  a b i l i t y .

. • ■ . A-



JOINT SENATE LABOR & COMMERCE COMMITTEE 
AND SENATE ECONOMIC TASK FORCE

HEARING

NOVEMBER 1 7 TH, 1 9 9 3

AGENDA

I. Overview of SB 212: "Buy Alaska" Legislation
(Committee Staff, Josh Fink)

Terri Bannister, with Leg. Legal, is available in Juneau

A. General Comments
1. Dave Choquette (in Juneau) ?
2. Mary Rucker - "Buy Alaska" Program
3. 9teve Rouse - "Make-lt-Alaskan" Program
4. Other Public Comments

II. Financial Services

A. Dave Martin & Diane Wiike, Principals 
McKinley Capita! Management

B. Alan Johnston, Manager 
Wedbush Morgan Securities

C. Fred Koken, Sr. Vice President (Available after 2:00) 
Smith Barney Shearson, Inc. - In Juneau

D. Other Public Comments
E. Bill Scott with the Permanent Fund Corporation



Nov. 17th Agenda
L&C and Economic Task Force Hearing 
Page 2

i l l . Pilot Bonus System within DOT/PF
«

A. Chris Gates, Director/Division of Economic Development 
DCS)

B. Loren Rasmussen, Chief/Design Construction Standards 
DOT/PF

IV. State Publications/P rin ting Policy

A. Charles Gray, Publisher
Fairbanks Daily Newsminer

B. Wayne Clark, Owner 
Graphic North - Fairbanks

C. Paul Gauthier or David Thoene, Owners 
Norstar Color - Anchorage

D. Bob Pavitt, President 
Capital Copy, Ltd. - Juneau

E. Ken Wray, Owner
Ken Wray Printing - Anchorage



Proposed Provisions for Committee Substitute 
for Senate Bill 212

1. Section 9 of Senate Bill 212 should be amended to include Alaska Industrial Development 
Authority.

2. Each state agency or fund named in Section 9 shall, by not later than January 1, 1995, 
create, fund and place in operation an "Emerging Alaskan Money Manager's" Program. 
Funds dedicated to the program shall be allocated for fixed income investments, equities 
and other exchange traded securities and contracts in which the agency is authorized by 
law to invest in the same proportion as the asset allocation model of the particular agency.

3. The criteria for the selection of money managers authorized to participate in the Emerging 
Alaskan Money Manager's Program shall include:

a. Sole or principal office located in Alaska.

b. Majority of the firm's employees and its principal investment decision-maker to 
be residents of Alaska with residence to be determined by the tests applicable to 
permanent fund dividend entitlement.

c. Achievement and maintenance of levels of performance by the Emerging Alaskan 
Money Manager, which are not less than those required by the agency for the 
performance of their other money managers with respect to the same or similar 
type of security.

d. Possession of all necessary licenses and registrations from governmental 
authorities to offer the discretionary money management services with respect to 
the equities, fixed income instruments, exchange traded securities or contracts 
proposed to be managed.

e. Such other criteria as may be established by the agency consistent with the goal 
of establishment of the Emerging Alaskan Money Manager's Program.

4. All criteria to qualify for participation in the Emerging Alaskan Money Manager's 
Program and the process for applying those criteria to the selection process for final 
participation in the Emerging Alaskan Money Manager's Progum shall be published, and 
the screening process sb"U take place in Alaska either by personnel of the agency 
involved or by contract with persons or firms resident in the State of Alaska.

5. Each agency involved in this program shall commit not more that :wo percent or less 
than one-half of one percent of the funds allocated by it to fixed income investments

-  - -


