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RECEIVING, DISBURSING, INVESTING FUNDS

293.741 Council may <contract with
others to perform investment officer
functions; compensation; bond. The coun-
cil may enter into contracts with one or
more persons whom the council determines
to be qualified, whereby the persons under-
take, in lieu of the investment officer, to
perform the functions specified in ORS
293.736 to the extent provided in the con-
tract. Performance of functions under con-
tract so entered into shall be paid for out of
the gross interest or other income of the in-
vestments with respect to which the func-
tions are performed, and the net interest or
other income of the investments after that

payment shall be considered income of the
investment funds. The council may require a

person contracted with to give to the state
a fidelity bond in a penal sum as may be
fixed by law or, if not so fixed, as may be
fixed by the council, with’corporate surety
authorized to do business in this state. Con-
tracts so entered into and functions per-
formed thereunder are not subject to the
State Personnel Relations Law or ORS

279.545 to 279.746. [1967 c.335 §10]

293.745 (Formerly 291.612; repealed by 1967 c.335
§60]
of bond attorney or
Attorney General; investment counseling
and mortgage services. (1) In the acquisi-
tion or disposition of bonds with which ap-
proving legal opinions ordinarily a*e
furnished, the investment officer may require
an original or certified copy of the written
opinion of a reputable bond attorney-or at-
torneys. or the written opinion of the Attor-
ney (General, certifying to the legality of the

293.746 Opinion

bends.
(2) The council may arrange for the fur-
nishing to the investment officer of invest-

ment counseling services. The furnishing and
acquisition of those services are not subject
to the State Personnel Relations Law or ORS
279.545 to 279 746.

(3) The investment officer, with the ap-
proval of the council, may arrange for ser-
vices with respect to mortgages in which
moneys in the investment funds are invested.
Those services shall be paid for out of the
gross interest of the mortgages with respect
to which the services are furnished, and the
net interest of the mortgages after that pay-
ment shall be considered income of the in-
vestment funds. The furnishing and
acquisition of those services are not subject
to the State Personnel Relations Law or ORS
279.545 to 279.746. [1967 c.335 §11]

293.750 [Formerly 291.613; repealed by 1967 c.335

293.751 Custody of title instruments;
deposit for safekeeping; form; collection
and disposition of principal and interest;

293.75G

default proceedings. (1) Except as provided
in ORS 293.741 and this subsection, all in-
struments of title of all investments of the
investment funds shall remain in the custody
of the investment officer. The investment of-
ficer may deposit with one or more custodial
agents or banks those instruments of titL
that the State Treasurer considers advisable,
to be held in safekeeping by the agents or
banks for collection of the principal and in-
terest or other income, or of the proceeds of
sale or maturity. For purposes of this sec-
tion. instruments of title of investments of
the investment funds may include such evi-
dence of title as the investment officer shall
consider secure and consistent with modem
investment, banking and commercial prac-
tices, and may include book entry and auto-
mated recordation of such title.

(2) Except as provided in ORS 293.741
and 293.746 (3) and subsections (1) and (3) of
this section, the investment officer shall col-
lect the principal and interest or other in-
come of investments of the investment funds,
title of which is in the investment officer's
custody, when due and payable, and shall pay
the principal and interest or other income,
when so collected, into the appropriate fund.
Except as otherwise provided by law, interest
or other income of investments of funds in
the hands of the State Treasure: that are not
required to meet current demands shall be
paid intu the General Fund to be available
for the payment of general govern ‘'ital ex-
penses.

(3) In the event of default in the payment

of principal or interest or other income of
investment funds, the

any investment of the
investment officer, with the approval of the
council, may:

(a) Institute the proper proceedings to
collect the matured principal or interest or

other income.

(b) Accept for exchange purposes refund-
ing bonds or other evidences of indebtedness
at interest rates to be agreed upon by the
investment officer and obligor.

(c) Make compromises, adjustments cr
disposition of the matured principal or inter-
est or other income as the investment officer
considers advisable for the purpose of pro-
tecting the moneys invested.

(d) Make compromises or adjustments as
to future payments of principal or interest
or other income as the investment officer
considers advisable for the purposes of pro-
tecting the moneys invested. [1967 c.335 §12; 1979
c.475 81; 1981 c.194 82; 1991 c.33 §3]

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

293.756 Separate accounting for funds.

The investment officer shall keep, for each

2567



293.761

fund included in the investment funds for
which investments are made, a separate ac-
count, which shall record the individual
amounts and the totals of all investments of
moneys in the fund. [1967 ¢.335 §13]

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

293.761 Monthly reports by investment
officer with respect to funds. The invest-
ment officer shall report monthly to the offi-

cer or body naving control and
administration of each fund included in the
investment funds the changes in investments
made during the preceding month for the
fund. If requested oy the officer or body, the

investment officer shall furnish to the officer
or body the details on the investment trans-
actions ror any fund. [1967 c.335 §14]

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

293.766 Monthly reports by investment
officer to council. Not later chan 15 days
after the last day of each month, the invest-
ment officer shall subnr't to the council a
report of the investments made during che
preceding month. The report shall include a
detailed summary of investment, reinvest-
ment, purchase, sale and exchange trans-
actions, setting forth, among other matters,
the investments bought, sold and emnanged,
the dates thereof, the prices paid and ob-
tained, the names of ‘mhe dealers involved and

a statement of the accounts referred to in
ORS 293.756. The investment officer may
send copies of the report to investment
bankers and brokers recommended by the
council. [1967 c.335 §15]

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

293.771 Reports by council to Gover-
nor and legislature. The council shall re-
port to the Governor and Legislative
Assembly on the investment funds invest-

ment program at each regular session of the
Legislative Assembly and at other times as
the council considers in the public interest.
[1267 c.335 §161

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

293.776 Examination and
vestment program; report. The council
shall provide for an examination and audit
of the investment funds investment program,
and for submission to the council of a report
based on the examination and audit, at least
once every four years and at other times as

audit of in-

the council may require. The examination
and audit, and the report based thereon,
shall include an evaluation of current in-

vestment funds investment policies and prac-
tices and of specific investments of the
investment funds in relation to the objective
set forth in ORS 293.721, the standard set
forth in ORS 293.726 and other criteria as

PUBLIC FINANCIAL ADMINISTRATION

may be appropriate, and recommendations
relating to the investment funds investment
policies and practices and to specific invest-
ments of the investment funds as are consid-
ered necessary or desirable. The council
shall make copies of the report or a summary
thereof available for distribution to inter-
ested persons. [1967 c.335 §17]

293.780 Gr. up annuity contracts with

insurers on behalf of Public Employes'
Retirement System and Board. The
Oregon Investment Council, for and on be-

half of the Public Employes' Retirement Sys-
tem and Public Employes' Retirement Board,
may enter into group annuity contracts with
one or more insurance companies authorized
to do business in this state. In lieu of any
investment of moneys in the Public
Employes' Retirement. Fund as provided in
ORS 293.701 to 293.7'6, 293.S10 and 293.820,
the council may pay, u time to time under
contracts so entered int_> any moneys in that
fund available for investment purposes. Con-
tracts so entered into are not subject to ORS
279.545 to 279.746. [1967 c.335 §13]

293.790 Holding, investing and dispos-
ing of corporate stock. (1) Under authority
of section 6, Article XI of the Oregon Con-
stitution, the state, subject to subsection (2)
of this section, may hold and dispose of the
stock of any company, association or corpo-
ration, including stock already received, tbat
is donated or bequeathed and the state, act-
ing by and through the State Board of
Higher Education, subject to subsection (2)
of this section, may invest and reinvest in
the stock of any company, association or
corporation, anv funds or moneys of the
State Board of fligher Education tnat:

(a) Are or have been donated
bequeathed for higher education purposes; or

Ib) Are the proceeds from the disposition

of stock that is donated or bequeathed for
higher education purposes, including stock
already received; or

(c) Are dividends paid with respect
stock that is donated or bequeathed for
higher education purposes, including stock
already received.

(2) The state, including any of its agen-

cies having control of, or authority to invest
and reinvest in, any stock described in sub-
section (1) of this section, in holding, dispos-
ing of or investing and reinvesting in such
stock, shall be governed by ORS 128.057 and

128.065, notwithstanding the date of acquisi-
tion of such stock. Moneys received from the
disposition c¢f such stock, including divi-
dends, shall be maintained separate and dis-
tinct from me General Fund, and those
moneys, including interest earned thereon,
are appropriated continuously for the pur-

-S65
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RECEIVING, DISBURSING, INVESTING FUNDS

poses of the donation or bequest and of the
investments and reinvestments 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 inve
ment and reinvestment of moneys in the
Public Employes' Retirement Fund and In-

dustrial Accident Fund or to acquisition, re-
tention, management and disposition of
investments 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

293.805 [1971 c¢.339 82; repealed by 1975 c.363 §2]

INVESTING LOCAL FUNDS

293.810 Divestment of local
ment funds; restrictions. Notwithstanding
anything to the contrary in ORS 293.721 to
293.736, as to funds tendered to the invest-
ment officer by my county, municipality,
school district or other political subdivision
of the state for investment pursuant to ORS
294.S05 to 294.895:

(1) The investment officer shall at all
times hold investments which mature in
three years or less, in an amount not less
than an amoun'- equal to the aggregate of all
funds placed with the investment officer by
local governments under ORS 294.S0S to
294.895, which investments shall be from the
fimds defined in ORS 293.701 (2)(r).

(2) Notwithstanding subsection (1) of this
section, the investment officer may purchase
legally issued general obligations of the
United States and of the agencies and
instrumentalities of the United States if the
seller thereof has agreed to repurchase the
same within 90 days following the date on
which the investment officer makes the. in-
vestment therein. If the maturity of the se-
curity exceeds 18 months, the price paid by
the investment officer for such security may
not exceed 98 percent of the current market
value.

(3) In making investments of such funds,
the investment officer shall not:

(@) Make a commitment to invest funds
or sell securities more than 14 business days
prior to the anticipated date of settlement of
the purchase or sale transaction;

(b) Enter into any agreement to invest
funds or sell securities for future delivery for
a fee ocher than 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 investment officer until the investment

293.822

officer has received physical possession, or
other sufficient evidence, as determined un-
der ORS 293.751 (1), of title thereof. How-
ever, the investment officer may instruct any
custodian bank, as defined in ORS 295.005
(2), to accept securities on the investment
Qfficer's behalf against payment therefor pre-
viously deposited with the institution by the
investment officer; or

(e)
thereof upon sale prior to receiving payment
in full therefor. Plowever, the investment of-
ficer may 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 institution of full
payment therefor. (1981 c.850 §2; 1991 c.S3 &4]

293.820

(1) When the investment officer invests the
funds of any county, municipality, school
district or other political subdivision of this
state, the investment officer shall keep a
separate account for each such governmental
unit the funds of which are being invested.

(2) The investment officer shall report
monthly to each such governmental unit the
changes made during the preceding month in
the investments for the account of that gov-
ernmental unit. The monthly reports shall be
provided to the governmental units within 30
days after the end of the month to which
they pertain.

(3) All funds invested by the investment
officer shall be invested in accordance with
rules adopted or readopted at least annually
by the Oregon Short Term Fund Board and
approved by the Oregon Investment Council.
Such rules shall be published, shall be made
available to all interested parties and shall
be distributed at least annually to all local
governments investing funds pursuant to
ORS 294.805 to 294.S95. [1981 c.880 &3

INVESTMENT POOLS

293.S22 Investment pools authorized.
The Legislative Assembly recognizes that
changes in federal arbitrage regulations have
imposed substantial additional financial and
administrative burdens on state agencies and
local governments which issue tax-exempt
obligations. The impact of these burdens is
exacerbated by the fiscal restrictions placed
on these agencies and governments by sec-
tion lib, Article XI of the Oregon Constitu-
tion. The Legislative Assembly finds that it
will benefit the citizens of the state to au-
thorize the State Treasurer to create one or
more investment pools which are designed to
reduce these burdens of compliance with
federal arbitrage rules. (1991 c.902 §1C7]
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RECEIVING, DISBURSING, INVESTING FUNDS

poses of the donation or bequest and of the
investments and reinvestments 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) _ _
ment and reinvestment of moneys in the
Public Employes' Retirement Fund and In-
dustrial Accident Fund or to acquisition, re-
tention, management and disposition of
investments 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 81; 1939 c.966

293505 (1971 ¢.339 82; repealed by 1975 c.363 §2]

INVESTING LOCAL FUNDS

293.510 Investment of local govern-
ment funds; restrictions. Notwithstanding
anything to the contrary in ORS 293.721 to
293.736, as to funds tendered to the invest-
ment officer by any county, municipality,
school district or other political subdivision
of tne state for investment pursuant to ORS
294.805 to 294.895:

(1) The investment officer shall at all
times hold investments which mature in
three years or less, in an amount not less
than an amount equal to the aggregate of all
funds placed with the investment officer by
local governments under ORS 294.805 to
294.595, which, investments shall be from the
funds defined in ORS 293.701 (2)(r).

(2) Notwithstanding subsection (1) of this
section, the investment officer may purchase
legally issued general obligations of the
United States and of the agencies and
instrumentalities of the United States if the
seller thereof has agreed to repurchase the
same within 90 days following the date on
which the investment officer makes the in-
vestment therein. If the maturity of the se-
curity exceeds 18 months, the price paid by
the investment officer for such security may
not exceed 98 percent of the current market
value.

(3) In making investments of such funds,
the investment officer shall not:

(a) Make a commitment to invest funds
or sell securities more than 14 business days
prior to the anticipated date of settlement of
the purchase or sale transaction;

(b) Enter into any agreement to invest
funds or sell securities for future delivery for
a fee other than 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 investment officer until the investment

This section does not apply to inve

293.822

officer has received physical possession, or
other sufficient evidence, as determined un-
der ORS 293.751 (1), of title thereof. How-
ever, the investment officer may instruct any
custodian, bank, as defined in ORS 295.005
(2), to accept securities on the investment
Kfficer's behalf against payment therefor pre-
viously deposited with the institution by the
investment officer; or

(e)
thereof upon sale prior to receiving payment
in full therefor. However, the investment 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 institution of full
payment therefor. [1981 c.880 82 1951 c.88 &4

293.820
cal government; report; investment rules.
(1) When the investment officer invests the
funds of any county, municipality, school
district or other political subdivision of this
state, the investment officer shall keep a
separate account for each such governmental
unit the funds of which are being invested

(2) The investment officer shall report
monthly to each such governmental unit the
changes made during the preceding month in
the investments for the account of that gov-
ernmental unit. The monthly reports shall be
provided to the governmental units within 30
days after the end of the month to which
they pertain.

(3) All funds invested by the investment
officer shall be invested in accordance with
rules adopted or readopted at least annually
by the Oregon Short Term Fund Board and
approved by the Oregon Investment Council.
Such rules si all be published, shall be made
available to all interested parties and shall
be distributed at least annually to all local
governments investing funds pursuant to
ORS 294.S05 to 294.895. (1981 ¢.S30 &3]

INVESTMENT POOLS

293.822 Investment pools authorized.
The Legislative Assembly recognizes that
hanges in federal arbitrage regulations have
imposed substantial additional financial and
administrative burdens on state agencies and
local governments which issue tax-exempt
obligations. The impact of these burdens is
exacerbated by the fiscal restrictions placed
on these agencies and governments by sec-
tion lib, Article XI of the Oregon Constitu-
tion. The Legislative Assembly finds that it
will benefit the citizens of the state t>au-
thorize the State Treasurer to create oue or
more investment pools which are designed to
reduce these burdens of compliance with
federal arbitrage rules. [1991 c.902 sI071

Deliver securities to the purchaser

Separate accounts for each lo-



293.834

293.524 Investment pool procedures;
duties of State Treasurer. (1) As used in
this section;

(a) “Council” mea is the Oregon Invest-
ment Council.

(b) “Governmental unit” has the meaning
given the term under ORS 288.150.

(c) “Investor" means an entity which de-
posits proceeds with the State Treasurer for
investment in a pool.

(d) “Pool” means a fund or account es-
tablished by the State Treasurer for the in-
vestment of proceeds for one or more
investors, pursuant to this section.

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

(0 “Tax-exempt obligations” means bonds,
notes, certificates or other obligations, the
interest on which is excluded from gross in-
come under the United States Internal Re-
venue Code.

(2) In addition to the other powers
granted to the State Treasurer, the State
Treasurer may create one or more pools for
the investment ol proceeds. The pools shall
be separate and distinct from the General
Fund. Amounts in a pool shall be invested
under the standards for investment of state
funds which are provided in ORS 298.701 to
293.776. However, the investment objective
for the pools shall be to make the amounts
therein as productive to the investor as is
administratively reasonable, taking into ac-
count restrictions imposed by the United
States on the investment of the proceeds and
the ability of the investor to retain invest-
ment earnings for its benefit. Amounts in a
pool shall be invested according to policies
established bv the Oregon Investment Coun-
cil. ORS 293.810 (1), (2) and (3)(a) and 293.S520
shall not apply to investments of amounts in
a pool. The State Treasurer or the council
may enter into agreements with investors
regarding the investment of proceeds in a
pool authorized by this section and may take
other action reasonably required to establish
and operate pools for the investment of pro-
ceeds in a manner which reduces the burden
on investors of complying with federal
arbitrage laws.

(3) The State Treasurer or the council
may contract for trust, investment manage-
ment, 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 Treasurer may charge investors fees
for deposit or withdrawal of amounts from a

PUBLIC FINANCIAL ADMINISTRATION

pool. The fees shall not exceed the State
Treasurer's reasonable estimate of the costs
of creating and operating the pool.

(4) The State Treasurer 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
withdrawal of amounts in a pool. Net
earnings on amounts in pools shall be dis-
tributed among investors in accordance with
the policies and procedures established by
the State Treasurer.

(5) The State of Oregon, its agencies,
governmental units and trur* '°s which hold
proceeds may invest proceeds vugh the
State Treasurer in a pool. [1991¢ . . "™

OREGON ANTI-APARTHEID ACT OF
1987

293.830 Short title. ORS 293.830 to
293.870 may be cited as the “Oregon Anti-
Apartheid Act of 1987.” [1987 c.193 §I]

Note: 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.

293.535 Definitions for ORS 293.830 to
293.870. As used in ORS 293.830 to 293.870;

(1) “Business arrangements” means
projects, ventures, undertakings, contractual
relations or other efforts requiring ongoing
or periodic performance by either or both
parties.

(2) “Business entity?T means any organ-
ization, firm, association, corporation, part-
nership or venture, or its subsidiary or
affiliate, which exists for profit-making pur-
poses or otherwise to secure economic ad-
vantage.

(3) “Business operations” means the
maintenance of equipment, facilities, person-
nel or any other apparatus of business or
commerce, including the ownership or pos-
session of real or personal property located
in South Africa.

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

(5) “Investment” or “invest” means the
commitment of funds or other assets to a
business entity, including a loan or other
extension of credit made to that entity, or
security given for the other assets to that
business entity, or the beneficial ownership
or control of a share or interest in that
business entity, or of a bond or other debt
instrument issued by that business entity.

(6) “South Africa" means the Republic of
South Africa, any territory under the admin-
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istration, legal or illegal, of South Africa and
the “Bantustans” or "homelands."

(7) "State moneys” means all moneys,
bonds and securities in possession of or col-
lected by any state agency.

(8) “State trust fund" means any invest-
ment fund chat is held in trust by this state.
(9) “Strategic products or services”
means articles designated as arms, ammuni-

tion and implements of war, as defined in the
United States Code cf Federal Regulations
22 Part 121, and data processing equipment
ai d computers sold for military or police use
in he Republic of South Africa.

(10) “Subject investment funds” means:

(a) The Public Employes' Retirement
Fund described in ORS 237.271,;

(b) The Industrial Accident Fund de-
scribed in ORS 656.632:

() The Common School Fund;
(d) The Oregon W ar Veterans' Fund;

(e) Investment funds of the State Board
of Higher Education lawfully available for
investments or reinvestments by the Oregon
Investment Council or State Treasurer; or

(0 Any funds in the custody of the
Oregon Investment Council or State Treas-
urer that are not required to meet short-term
demands. [1987 c.193 §3; 1991 e.135 8§11

Note: See note under under 293.S30.

293.8*10 Findings. (1) The Legislative As-
sembly opposes the apartheid policies of the
Republic of South Africa.

(2) The Legislative Assembly finds:

(a) The law of apartheid in South Africa
enforces a social, political and economic
structure which institutionalizes inequality

solely based on race.

(b) Apartheid is absolutely
the fundamental principles of human
and standards of justice and individual
dom.

(¢) The United States of America, under
the Federal Anti-Apartheid Act of 1986, has
rejected the svstem of apartheid as immoral
and indefensible; and encourages the estab-
lishment of a nonracial, democratic form of
government.

contrary to
rights
free-

(d) The practice of apartheid in South
Africa is repugnant to the principles of lib-
erty and justice found in the Bill of Rights,
Article | of the Oregon Constitution, which
are fundamental to the character of a free
society.

(e) The investment of Oregon trust funds
state moneys in business firms and fi-
institutions with close ties to South
is fiscally imprudent, given the poli-
and economic instability in South

and
nancial
Africa
tical

293355

Africa, and inconsistent with the moral and

political values of the people of Oregon.

(0 Inw-.tment In banks and companies
doing business in and with South Africa
contribute directly or indirectly to the pei-
petuation cf a system which we oppose.

(9)

Divestment and
ject investment funds should be achieved
without monetary loss and shall be accom-
lished in a reasonable and prudent manner
y investment in acceptable” institutions at
comparable rates and return. [1987 c.193 §2; 1991
c.135 §2]

Note: See note under 293.830,

293.S45
of state. (1) In consultation with the Oregon
Investment Council, the State Treasurer
shall review the investment policies of this
state to determine consistency with the leg-
islative policy, findings and provisions of
ORS 293.830 to 293.S70.

(2) No later than January 15, 19S8, aTer
public hearing, the Oregon Investment
Council and the State Treasurer shall adopt
an investment policy and procedures that es-
tablish and implement a prudent alternative
for investments in South Africa, consistent
with the wuolicy, findings and provisions of
ORS 293.S30 to 293.870. (1987 c.193 &4; 1991 c.135
§3]

Note: See note under 293.330.

293.850 Investment prohibitions.
and after July 1, 19S7, in divestiture Phase |
of the divestiture program, all investors of
state trust funds and state moneys are pro-
hibited from:

(1) Making any new loans, extending new
credit or mafing any ocher new investment
in South Africa;

(2) Financially contributing to the devel-
opment of technology for research, develop-
ment or production of new South African
energy resources or strategic products or
services;

(3) Making any deposits in South African
banks;

i4) Knowingly maintaining deposits in
banks continuing to lend directly to business
entities owned by or headquartered in South
Africa;

(5) Knowingly maintaining deposits in
banks continuing to lend directly to the gov-
ernment of South Africa; or

(6) Having investments in any business
entity owned, wholly or in part, by the gov-
ernment of South Africa. [1987 c.193 §5; 1991 c.135

§4)

Note: See note under 293.S30.

293.855 Evaluation of investments
State Treasurer; divestiture; procedure.

23-71

reinvestment of sub-

Review of investment policies

On

by
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February 15, 1988,
until February 15.
I of the

To begin no later than
and continuing thereafter,
1992, in divestiture Phase
divestiture program:

(1) The State Treasurer shall make every
reasonable effort to evaluate all investments
of subject investment funds during Phase II.
In cooperation with the State Treasurer, the
Oregon Investment Council shall report reg-
ularly to the governing bodies of the subject
investment funds in business entities found
not to comply with the policy, findings and
provisions of ORS 293.830 to 293.S70.

(2) The Oregon Investment Council shall
order divestiture and the State Treasurer
shall proceed in an orderly, prudent manner,
in. accordance with ORS 293.721 and 293.726,

to divest funds in stocks and bonds in United
States business entities directly investing in
South Africa. The council and the State

Treasurer shall endeavor to meet a minimum

annual divesting equal to one-fourth of the
value of investments ultimately to Dbe
divested.

(3) In order to effect an orderly and pru-

dent divestment in accordance with ORS
293.830 to 293.870, every three months com-
mencing January 15, 19SS, the investment

staff of the State Treasurer's office and the
private investment managers authorized by
ORS 293.741 shall identify, from the current

Investor Responsibility Research Center list
of business entities with direct investments
in South .Africa, which stocks and bonds in

the manager's portfolio may prudently be re-

ADMINISTRATION

section (1) of this section to the Oregon In-
vestment Council and the State Treasurer.
The business entity shall also submit infor-
mation which provides a description of the
business agreements and arrangements in
South Africa. A copy of a certification issued
under penalty of perjury, that the adopted
policy is being complied with shall be sub-
mitted to the Oregon Investment Council and
the State Treasurer. The resolution submit-
ted to the council and the treasurer shall be
considered a public record and shall be open
to public inspection. [1987 c.193 §7; 1991 c.135 §6]

Note: See note under 293.830.

divestiture.

293.865 Annual report on

(1) As long as the Oregon Investment Coun-
cil continues to hold investments in stocks
and bonds in United States business entities
directly investing in South Africa, the
Oregon Investment Council and State Treas-
urer shall file an annual report with the
Governor and the Legislative Assembly by

January 15 of each year, specifying:

(a) The name of the issuer of the stocks,

bonds, securities and other evidence of
indebtedness.
(b) The cost and market value of the

stock or book value of the investment.

(c) The amount, yield and maturity date
of any bond investment.

(d) The operations of the business entity
in South Africa, or with the government of
South Africa.

(2) The State Treasurer shall include in

placed, given the manager's investment style. the report required by subsection (1) of this

Every three months, the State Treasurer section, the actual rate of divestiture as

shall provide each manager with a list of re- compared with the goal stated in ORS

stricted stocks and bonds to be divested from 293.855 (2) with an explanation if the rate
that manager's portfolio. The restricted list does not equal or exceed the minimum rate

shall be continually reviewed and revised as described in ORS 293.855 (2). (1987 c.193 §8; 1991

necessary. Copies of the list shall be sent to €135 §7]

tne members of the Oregon Investment Note: See note under 293.830.

Council. (1957 c.193 §6; 1991 c.135 &l 293.567 Application of ORS 293.830 to
Note: See note under 293.830. 293.870 to changed conditions in South
293.560 Grace period. (1) In implemeho‘—fri_ca' (1) Subject to subsection (2) of this

tation of Phase Il ORS 293.S55, the Oregon section, ORS 293.S30 to 293.870 shall not ap-

Investment Council may order the treasurer
to grant a grace period not to extend beyond
February 15, 19S9, applicable to a United
States business entity directly investing in
South Africa if by resolution of its governing
body, the business entity adopts a policy not
to expand existing business operations or to
establish new business operations in South
Africa, or to renew existing business ar-
rangements, or to make additional new busi-
ness arrangements with the government of
South Africa.

(2) The
copy of each

suhmit a
in sub-

entity shall
described

business
resolution

ply if South Africa:

(a) Releases from prison all persons per-
secuted for their political beliefs or detained
unduly without trial;

(b) Repeals the state of emergency in ef-
fect on May 3, 1991, and releases all
detainees held under such state of emer-
gency;

(c) Unbans democratic political parties
and permits the free -exercise by South
Africans of all races of the right to form
political parties, express political opinions
and otherwise participate in the political
process;
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(d) Repeals the Group Areas Act and the
Population Registration Act and institutes

no other measures with the same purposes;
and

(e) Agrees to enter into good faith nego-
tiations with truly representative members

of the Black majority without preconditions.

(2) The State Treasurer shall no
be required to comply with any of the meas-
ures required by ORS 293.S30 to 293.S70
within 30 days after the treasurer finds that
the President of the United States has deter-
mined and the Congress of the United States
has not disagreed that South Africa has:

(a) Taken the action described in para-
graph (a) of subsection (1) of this section;

(b) Taken three of the four actions listed
in paragraphs (b) to (e) of subsection (1) of
this section; and

(c) Made substantial progress toward dis-
mantling the system of apartheid and estab-
lishing a non acial democracy. [1991 c.135 §9]

Note: See n.te under 293.830.

293.S70 Fiduciary responsibilities of
State Treasurer. Nothing in ORS 293.S30 to
293.370 is intended to abrogate the fiduciary
responsibilities of the State Treasurer as
stated in ORS 293.721 and 293.726. [1937 c.193

Note: See note un.’er 293.S30.

293.880
lished to comply with federal legislation
relating to state and federal cash man-
agement reform. The State Treasurer may
establish accounts, and the Executive De-
partment may establish funds, as needed to

comply with "the requirements of federal leg-
islation relating to the state and federal cash
management reform. These accounts and
funds shall be separate and distinct from the

General Fund. Interest earn..-, if any, shall
inure to the benefit of the account or fund.
Moneys in these accounts and funds are

Accounts and funds estat{)

293.890

continuously appropriated for the following

purposes;
(1) To
legislation,
Executive
and the

the extent authorized by federal
administrative expenses o' the
Department, the State Treasurer
Division of Audits of the Secretary

of State in the performance of their duties
relating to the program known as the state
longefnd federal cash management reform. Pay-

ment of such expenses by the Executive De-

partment shall be based on properly
documented claims and shall be paid' the
same as other claims against the State of
Oregon.

(2) The transfer of interest earnings to
the Federal Government in accordance with
signed agreements between the United States
Treasury and this state.

(3) The transfer of interest earnings to
the General Fund or other separate funds if
documentation shows that state funds have
been wused in anticipation of the receipt of
federal funds. The use of state funds in lieu
of federal funds must be in accordance with
signed agreements between the United States
Treasury and this state. [1989 c.552 §2]

PENALTIES

293.990 Penalties. (1) Any person, offi-
cial or state agent violating ORS 293.265 to
293.280 or failing to comply with any of the
requirements of those sections within the
ime provided shall be liable on the official
ond of the person, officer or state agent and
shall, upon conviction thereof, be punished
by a fine not exceeding 31,000 or by impris-
onment in the county jail for a period not
exceeding one year, or both.

(2) In addition to civil
of ORS 293.620 is punishable, wupon con-
viction, by a fine of not less than $25 nor
more than $500 and the costs of the prose-

cution in accordance with ORS 161.665.
[Formerly 291.990 (2). (3); 1971 c.743 8353]

liability, violation
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231-32

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

2912126
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 hr
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 durizrff

office hours for United Fund campaign, (i981) Vol
p 347

2205
NOTES OF DECISIONS

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)

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



2BX)
NOTES G- DECISIONS

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

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: re3| 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 -3, 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, .
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-
ciatiEG ofzﬁgte moneys from Oregon Excess Fund. (19S0)
Vol . p

*203.731

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

293.436

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

(a)-Multiply the gross payroll reported by
the employer during the’four most recent
calendar quarters by the current percentage
rate of payment into the fund.

(b) Subtract the amount of benefits at-
tributable to the employer that was reim-
bursed from the fund during the most recent
four calendar quarters from the product de-
termined in paragraph (a) of this subsection.

(c) If the remainder obtained in para-
graph (b) of this subsection is more than
zero, subtract the remainder from the nega-
tive balance of the account.

(d) If the remainder in paragraph (b) of
this subsection is zero or less, make no ad-
justment to the amount of the negative bal-
ance of the account.

(e) Divide the amounts determined in ei-
ther paragraph (c) or (d) of this subsection
by four. The resulting amount shall be the
additional payment required for each quarter.

Only one such determination shall be made
in any four-ouarter period. If the negative
balance is eliminated before the end of the
four quarters in which the additional pay-
ments were deteimined necessary, no further
additional payments will be required under
this subsection.

(8) During the first four calendar quar-
ters in which a political subdivision is a
participant in the fund, additional payments
shall be required if the account balance of
the political subdivision is negative at the
end of any of the four quarters. The addi-
tional payment shall be determined in the
same manner described in subsection (7) of
this section except that the computation in
paragraphs (a) and (b) of subsection (7) of
this section shall include only those quarters
in which the political subdivision was a par-
ticipant in the fund. (1977 c.491 85; 1951 c5 §1; 1983
c.53 8§2; 1989 c.135 §3]

294.740 Refund of account balances;
payment of deficits; erroneous benefit
payments. (1) The Employment Division
shall refund to a political subdivision elect-
ing to cancel its request as provided by ORS
657.513 any .ount balance remaining after

the division ms made all payments to the
Unemployment Compensation Trust Fund re-
quired to be made on behalf of the political
subdivision.

(2) A political subdivision canceling a re-
auest having a negative account balance
sha'll make such additional payments into the
fund as necessary to maintain a zero account

balance.
(3) Erroneous benefit payments deter-
mined after June 30, 1978, and attributable

to wages paid by a political subdivision mak-
ing payments under ORS 294.735 shall be ex-

23-
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cluded from the account balance
determination and the determination of the

benefit cost rate of that political subdivision.
(1977 c.491 §80. 7; 1959 c.135 &4]

294.745 Analysis of fund receipts and
eicpenditures; report to Legislative As-
sembly. The Employment Division shall in-
vestigate the experience of political

subdivision participation in operations of the
fund, including the relationship cf fund re-
ceipts to fund expenditures and report the
results of the investigation to the legislature
at least 30 days prior to the date a regular
session of the legislature is scheduled to
convene. The report shall include any re-
commended changes in the provisions of ORS
293.7Q1, 294.725 to 294.755 and 657.513. (1977
c.491 §0; 1959 c.135 §5]

294.750 Experience and liability of
successor political subdivisions; wunpaid
assessment. (1) The experience and liabil-
ities of a political subdivision that has ceased
to exist shall be acquired by the successor

political subdivision.

(2) Notwithstanding subsection (1) of
section, all wunits of government who are
parties to an agreement to form a political
subdivision shall be liable for any unpaid as-

sessments of that political subdivision and
for such amounts as necessary to maintain
the account balance of the political subdivi-
sion, if no longer in existence, at zero dol-
lars. (1977 c.491 §9]

294.755 Payment on quarterly basis;
remedies for <collection. Political subdi-
visions electing to participate in the Local
Government Employer Benefit Trust Fund

shall payr into the fund on a quarterly basis
and are subject to all remedies for the col-
lection of delinquent taxes provided in ORS
chapter 657. (1977 c.49l §10)

LOCAL GOVERNMENT INVESTMENT

POOL

294.805 Definitions for ORS 294.805 to
294.895. As used in ORS 294.805 to 294.895;

(1) “Board” means the Short
Term Fund Boaid.

(2) “Council” means the Oregon Invest-
ment Council created under ORS 293.706.

Oregon

(3) “Funds” means funds under the con-
trol or in the custody of any local govern-
ment official by virtue of office that are not
required to meet current demands.

(4) “Investment officer" means the State
Treasurer in capacity as investment officer
for the council and the investment pool.

(5) “Investment pool" means the aggre-

local government offi-
in the custody of the
investment and rein-

gate of all funds from
cials that are placed
investment officer for

12

this
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294.531

vestment as provided under ORS 294.805 to 294.820 Separate long-term invest-
294.895. ments limited. With the consent of the
(6) “Local government official meangoverning body, a local government official
each officer or employee of any agency, poli- of a city or municipal co!’poratlon m.ay, be-
tical subdivision or public corporation of this fore July 1, 1979, deposit fu_nds with the
state, including the Oregon State Bar, who State Treasurer for long-term investments of
by law is made the custodian of or has con- the funds by the State Treasurer separate
. . from investments of the investment oool.
(t:ré)sll %I]any funds. [1973 C.74S §1; 19S1 c.S30 §14; 1987 [1973 c.748 §4: 1979 C.608 1]
. 294.825 State Treasurer as investment
294’81_0 . Local gpvernments a.Uthorlzegfficer; bond; employment of personnel;
to place limited funds in pool. (1) With the L -
consent of the . bod | | rules. (1) The State Treasurer is '.he invest-
L governing body, a focal gov- ment officer for the council and the invest-
ernment official may place :n the aggregate . -
- . - . ment pool, and shall perform functions in
up to S10 million of its funds in the invest- . . .
that caoacity as authorized or required by

ment pool, or, if the assets of the investment
pool have been transferred pursuant to ORS
294.882, in the state investment fund estab-
lished pursuant to ORS 293.721, for invest-
ment and reinvestment by the investment
officer as provided under ORS 294.S05 to
294.895, or 293.701 to 293.776, as the case
may be. The $10 million limitation stated in
this section shall not apply to funds of a
governing body which are placed in the in-
vestment pool on a pass-through basis. Local

law ancf, consistent with law, by the council.

(2) The bond of the State Treasurer re-
quired from the State Treasurer by law shall
be deemed to extend to the faithful perform-
ance of all functions of the office ot invest-
ment officer under ORS 294.805 to 294.895.

(3) The

(a) Subject to any aoplicable provision of
the State Personnel Relations Law, employ,
prescribe the functions and fix the compen-

investment officer may:

goyernments m_ust remove pass—through_funds sation of personnel necessary to facilitate
Wh'Ch_ result in an acc.ognt bglapce tn th.e and assist in carrying out the functions of
pool in excess of $10 million within 10 busi- the council, investment officer and invest-
ness days. County governments must remove ment pool.
such excess funds within 20 business days. . . .
The investment officer shall promptly report (b) Require a fidelity bond of any person
each instance of noncomp'iance with, or ap- employed bv the investment officer who has
parent abuse of, the limitations of this sec- charge of, handles or has access to any of
tion to the Secretary of State and to the the moneys in the investment pool. The
governing body of the local Tovemment in- amounts of the bonds shall be fixed by the
volved. investment officer, except as otherwise pro-
o o . ~vided by law, and the sureties shall be ap-
(2) The 310 million limitation contalneﬁjmved by the investment officer. The

in subsection (1) of this section shall not ?d-
ly to a local government whose governing
ody, by ordinance or resolution, authorizes

their officials to place not more than $20
million in the investment pool. The addi-
tional amount, not exceeding S10 million,

must be placed in an account which has been
assimed a separate participant account
number within the investment pool. Tnis
separate account shall not be used to receive
or disburse pass-through funds, and shall be
subject to such deposit and withdrawal pro-
cedures, requirements and restrictions as are
deemed appropriate by the investment offi-
cer, including, but not limited to an advance

notice reauirement for withdrawal. [1973 c.748
§2; 1981 ¢.880 815; 1987 c.381 §2]

294.815 Period of investments; with-
drawal of funds. Subject to the right of the
unit of local government to specify the pe-
riod in which its funds may be held in the
investment pool for investment and reinvest-
ment, the investment officer by rule shall
prescribe the time periods for investments in
the investment pool and the procedure for
withdrawal of funds. [1973 c.74S &3]

premiums on the bonds shall be an expense

of the State Treasurer.

(4) Subject to review by the board, the
investment officer may, pursuant to ORS
183.310 to 183.550, make reasonable rules
necessary for the administration of ORS
294.805 to 294.S95. [1973 c.748 §85, 13|

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

294.S31
maturity dates.
investment pool shall

Investment objective; limit on
(1) The local government
seek to obtain a com-

petitive return on investments subject to the
standards set forth in ORS 294.835 and con-
sistent with the Iliquidity requirements de-
manded by the short term nature of local
government deposits in the pool.

(2) The investment officer shall at
times hold investments which mature in
three years or less, in an amount not less

than an amount equal to the aggregate of all
funds placed with the investment officer by
local governments under ORS 294.805 to
294.895, which investments shall be from the
funds defined in ORS 293.701 (2)(r).

all



294.835

(3) Notwithstanding subsection (2) of this
section, the investment officer may purchase
legally issued general obligations of the
United States and of the agencies and
instrumentalities of the United States if the
seller thereof has agreed to repurchase the
obligations within 90 days following the dace
on which the investment officer makes the
investment therein. If the maturity of the
security exceeds 18 months, the price paid by
the investment officer for such security may
not exceed 98 percent of the current market
value.

(4) Investments and commitments of the
investment pool which do not conform to the
quality or maturity requirements set forth in
ORS 294.S05 to 294.895 shall be liquidated by
the investment officer once the market value
of such investments and commitments re-
aches book value, or as soon as is practicable
thereafter. [1979 c.608 &3 (enacted in lieu of 294.830);
1931 ¢.380 §16; 1987 c.381 §3)

294.835 Standard of care; investment

in certain stocks prohibited. (1) In invest-
ing and reinvesting moneys in the invest-
ment pool and in acquiring, retaining,

managing and disposing of investments of the
investment pool tnere shall be exercised the
judgment and care under the circumstances
then prevailing, which individuals of pru-
dence, discretion and intelligence exercise in
the management of their own affairs, not in
regard to speculation but in regard to the
permanent disposition of their funds, consid-
ering the probable income as well as the
probable safety of their capital. Within the
limitations of the foregoing standard and
subject to subsections (2) and (3) of this sec-
tion, there may be acquired, retained, man-
aged and disposed of as investments of the
investment pool every kind of investment
which individuals of prudence, discretion and
intelligence acquire, retain, manage and dis-
pose of for their own account.

(2) Notwithstanding subsection (1) of this
section, moneys in the investment pool may
not be invested in the stock of any company,
association or corporation.

(3) Notwithstanding subsection (1) of this

section, no moneys in the investment pool
shall be invested, after June 30, 1979, in any

securities originating outside the United
States. (1973 c.748 §3; 1979 c608 &1

294.840 Investment, policies; review;
separate policies for individual local gov-

ernment units. Subject to the objective set

forth in ORS 294.S31 and the standards set
forrh in ORS 294.835, the council shall for-
mulate policies for the investment and rein-
vestment of moneys in the investment pool
and the acquisition, retention, management
and disposition of investments of the invest-
ment pool. The council, from time to time,

PUBLIC FINANCIAL ADMINISTRATION

shall review those policies and make changes
therein as it considers necessary or desira-

ble. The council may formulate separate pol-
icies for any funds from any single
governmental unit included in the invest-
ment pool. (1973 c.748 &1

29-1.845 Investment officer to invest,
reinvest pool funds. In amounts available
for investment purposes and subject to the
policies formulated by the council, the in-
vestment officer shall invest and reinvest
moneys in the investment pool and acquire,
retain, manage, including exercise of any
voting rights, and dispose of investments of
the investment pool. [1973 c.748 §101

294.847 Prohibited conduct for invest-
ment officer. In making investments pursu-
ant to ORS 294.805 to 294.895, the investment
officer shall not:

(1) Make a commitment to invest funds
or sell securities more than 14 business days
prior to the anticipated date of settlement of
the purchase or sale transaction;

(2) Enter into any agreement to invest
funds or sell securities for future delivery for

a fee other than interest;

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

(4) Pay for any securities purchased by
the investment officer until the investment
officer has received physical possession, or

other sufficient evidence, as determined un-
der ORS 293.751 (1), of title thereof. How-
ever, the investment officer may instruct any
custodian bank, defined in ORS 295.005 (2),
to accept securities on the investment offi-
cer's behalf against payment therefor previ-
ously deposited with the institution by the
investment officer; or

(5) Deliver securities to the purchaser
thereof upon sale prior to receiving payment
in full therefor. However, the investment of-
ficer may deliver the securities to any custo-
dian bank, defined in ORS 295.005 (2), upon
instructions to hold the same pending receipt

by the institution _of, full najrinent therefor.
[1981 c.380 §11; 1991 CSB 0]

294.850 Contracts -with persons
perform investment functions; compen-
sation; bond. The council may enter into
contracts with one or more persons whom
the council determines to be qualified,

whereby the persons undertake, in lieu of the
investment officer, to perform the functions

specified in ORS 294.845 to the extent pro-
vided in the contract. Perform ince of func-
tions under contract so entered into shall be
paid for out of the gross interest or other
income of the investments with respect to
which the functions are performed, and the
net interest or other income of the invest-

28-114
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ments after that payment shall be considered
income of the investment pool. The council
may require a person contracted with to give
to the state a fidelity bond in a penal sum
as may be fixed by law or, if not so fixed, as
may be fixed by the council, with corporate
surety authorized to do business in this state.
Contracts so entered into and functions per-

294 .560

tices, and may include book entry and auto-
mated recordation of such title.

(2) Except as provided in ORS 294.S50
and 294.355 (3) and subsections (1) and (3) of
this section, the investment officer shall col-
lect the principal and interest or other in-
come of investments of the investment pool,
title of which is in the investment officer's

formed thereunder are. not subject to the custody, when due and payable, and shall pay
State Personnel Relations Law or ORS to the appropriate local government official
279.545 to 279.746. [1973 c.74S §ll) the principal and interest or other income,

294.855 Legal opinions; investmenWwithin 30 days after the last day of the cal-
counseling services; mortgage services. endar quarter in which the principal and in-
(1) In the acquisition or disposition of bonds terest or other income accrues. Not less

with which aDproving legal opinions ordinar-
ily are furnished, the investment officer may
require an original or certified copy of the
written opinion of a reputable bond attorney
or attorneys, or the written opinion of the
Attorney General, certifying to the legality
of the bonds.

(2) The council may arrange for the fur-
nishing to the investment officer of invest-
ment counseling services. The furnishing and
acquisition of those services are not subject
to the State Personnel Relations Law or ORS
279.545 to 279.746.

(3) The investment officer, wiih the ap-
proval of the council, may arrange for ser-
vices with respect to mortgages in which
moneys in the investment pool are invested.
Those sendees shall be paid for out of the
gross interest of the mortgages with respect
to which the services are furnished, and the

net interest of the mortgages after that pay-
ment shall be considered income of the in-
vestment pool. The furnishing and
acquisition of those services are not subject
to the State Personnel Relations Law or ORS
279.545 to 279.746. [1973 c.748 §12]

294.S60 Custody of investment doc
ments; collection of income; distribution
to local governments; calculation and al-

location of profit and loss; defaulted pay-

ments of principal and interest,
collection, compromise. (1) Except as pro-
vided in ORS 294.850 and this subsection, all

instruments of title of all investments of the
investment pool shall remain in the custody
of the investment officer. The investment of-
ficer may deposit with one or more custodial
agents or banks those instruments of title
that the State Treasurer considers advisable,
to be held in safekeeping by the agents or
banks for collection of the principal and in-
terest or other income, or of the proceeds of
sale or maturity. For purposes of this sec-
tion, instruments of title of investments of
the investment pool may include such evi-
dence of title as the investment officer shall
consider secure and consistent with modem
investment, banking and commercial prac-

often than quarterly, the investment officer
shall compute the amount by which the cur-
rent fair market value exceeds or is less than
the net purchase price of all investments in
the investment pool maturing more than 270
days from the date computation is made. The
investment officer shall compute the fair
market value of such investments based upon
the mean value of the bid and ask price of
such investments as of the date of computa-
tion, based upon quotations from reputable
dealers or financial institutions dealing in
such investments. If the amount so computed
by the investment officer totals more than
one percent of the balance of the pool, either
in terms of a gain or loss, the investment of-

ficer shall allocate the amourt to all pool
participants. Any addition to or deduction
from amounts to be distributed shall be allo-

cated among the municipalities participating
in the pool at any time during tne month in
proportion to their average daily balances of
funds invested through the pool. Investments
maturing 270 days or less from the date of
computation shall not be subject to the fore-
going computation, but for other purposes
shall be valued at book value or original
lP_urchase price.

(3) In the event of default in the paym nt
of principal or interest or other income of
any investment of the investment pool, the
investment officer, with the approval of the

council, may:

(a) Institute the proper
collect the matured principal
other income.

(b) Accept for exchange purposes refund-
ing bonds or other evidences of indebtedness
at interest rates to be agreed upon by the
investment officer and obligor.

(c) Make compromises, adjustments or
disposition of the matured principal or inter-
est’or other income as the investment officer
considers advisable for the purpose of pro-
tecting the moneys invested.

proceedings to
or interest or

(d) Make compromises or adjustments as
to future payments of principal or interest
or other income as the investment officer
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the purposes of pro-
[1973 c.748 §13; 1979

considers advisable for

tecting the monevs invested.
c.475 §; 1987 c.381 §4; 1991 c.S0 §1]

294.565 Monthly deductions from in-
come received for reimbursement of ex-
penses, repayment of initial

appropriation. (1) The State Treasurer may
deduct monthly a maximum of one percent
of the amount of income received from the
earnings of the investment pool during the
preceding month. .Ymounts so deducted:

(a) Shall reimburse the State Treasurer
for expenses the State Treasurer incurs as
investment officer and to the extent they are

so used shall be deposited in the Miscella-
neous Receipts Account established in the
General Fund for the State Treasurer, and

are appropriated for payment of the expenses
of the office of State Treasurer, incurred as
investment officer; and

(b) In excess of expenses incurred by the
State Treasurer during the preceding month,
shall be used to return to the General Fund
the appropriation made to initially cover the
costs of administering the investment pool.

(2) Once enough moneys have been
ducted from the earnings of the investment
pool and returned to the General Fund to
repay the initial appropriation, the State

Treasurer may deduct, up to one percent of
the income, only such amounts as are needed
to reimburse the State Treasurer for the ac-
tual expenses the State Treasurer incurs as

investment officer of the investment pool.
[1973 c.748 80; 1975 c.740 §9; 1977 c.26b 81'; 1991 c.SS 8§2]

294.870
governments; reports on investment
changes and monthly financial state-
ments required. (1) The investment officer
shall keep, for each governmental unit with
funds in the investment pool, a separate ac-
count, which shall record the individual

amounts and the totals of all investments of
its moneys in the investment pool.

(2) The investment officer shall
monthly to the local government official of
a governmental unit with funds in the in-
vestment pool the changes in its account
made during the preceding month for the in-
vestment pool. The investment officer shall
also furnish a financial report monthly to
each participating governmental unit inves-

tor in the local government investment pool.
The financial report shall include, but not be
limited to, such comparative data for the
preceding six months operation of the in-
vestment pool as will provide a basis for an-
alyzing trends and comparing operating
results and financial position. A monthly
statement shall be distributed within 30 days

after the ud of that month. [1973 c.748 8814, 15
1979 c.608 85; 1989 c.569 #1

b
Separate accounts for IocaCl§8l§5]

renorls the council may require.
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294.875 Monthly report if investments
of pool funds: distribution. Not later than
15 days after the last day of each month, the
investment officer shall submit to the council
and the board a report of the investments
made during the preceding month. The report

shall include a detailed summary of invest-
ment, reinvestment, purchase, sale and ex-
change transactions, setting forth, among
ether matters, the investments bought, sold

and exchanged, the dates thereof, the prices
paid and obtained, the names of the dealers
involved and a statement of the accounts re-

ferred to in ORS 294.870 (1). The reports
shall include a description of every invest-
ment in the portfolio of assets in the invest-
ment pool showing issuer, coupon, purchase
date, maturity date, yield to maturity, book
value, market value as of the end of the

month for which the report is rendered and
the method used to value pool investments;
a computation of the average life of the
portfolio of assets in the investment pool
weighted according to the market value of
each investment that matures more than 270

days from the report date as of the end of the

err]onth for which the report is rendered; and

a computation of the annualized rate of re-
turn of the investment pool portfolio, net of
expense. A copy of the reports shall be made
available to each county, municipality,
school district and other political subdivision

the funds of which are then being invested
by the investment officer. The investment of-
ficer may send copies of the report to in-

vestment bankers and brokers recommended

the council. [1973 C.74S §16; 1981 c.sso §17; 1937

294.880 Program examination and
dit; report; distribution. An examination
and audit of the investment pool shall be
made separately from the audit of the treas-
urer for submission to the council, local
governmental units which are investors in
the pool, the Legislative Assembly and the
board at least once a year and at other times
An audit report
shall be submitted to the individuals and
units specified within 60 days after the end
of the fiscal year or as soon as practical. The
report shall include a statement prepared by
the State Treasurer of the investment rules
governing investments authorized by the

council. [1973 ¢.748 §17: 1979 ¢.608 86]

294.882
ration of
pool and

Merger or subsequent sepa-
local government investment
state investment fund; precon-
ditions. It is recognized that a time might
come when the interest of local governments
diminishes to the extent that participation in
the local government investment pool no
longer warrants its operation as a separate
fund. If the local government investment pool

23-116
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decreases to a level below $125 million, the
State Treasurer may transfer the assets of
the pool to the state investment fund estab-
lished pursuant to ORS 293.701 (2)(q). In that
event, the local government investment pool
participant accounts will be treated as are
other state funds and accounts in receiving
a proportionate share of the earnings of that
investment fund. The State Treasurer, at the
discretion of the treasurer may reestablish
the local government investment pool as a
separate fund, if the participant accounts in-
crease to over $125 million and in the State
Treasurer's judgment, sufficient interest by
local government exists to insure the local
government investment pool will remain over
$125 million. Prior to reestablishing the pool
as a separate fund, the State Treasurer snail
first present a plan for operation, including
the reasons for such action, to the Oregon
Investment Council at a regularly scheduled
meeting for its review and comment. The
State Treasurer shall publish notice in the
Secretary of State's administrative rules bul-
letin of the treasurer's intent to reestablish

the pool as a separate fund at least 30 days
prior to the meeting at which the Oregon
investment Council shall review the pro-

posal, and notice of the meeting time and lo-
cation of the Oregon Investment Council at

which the proposal will be discussed. [1979
C.608 8§9; 1950 c.19 47; 1983 c.456 §3]

294.885 Oregon Short Term Fund
Board; members; appointment; term: va-
cancies. (lI) There is created the Oregon
Short Term Fund Board consisting of seven
members.

(2) One member shall be the State Treas-
urer or the treasurer's designated represen-
tative. Three members who are qualified by
training and experience in the field of in-
vestment or finance and who do not hold any
other public office or employment, shall be
appointed by the State Treasurer. Three
members, who are treasurers, finance or fis-
cal officers or business managers of any
county, city or school district, shall be ap-
pointed by the Governor. In making the ap-
pointment, the Governor may consider
persons recommended by:

(a) The Association of Oregon Counties.
(b) The League of Oregon Cities.

(c) The School
ation.

Oregon Boards Associ-

(3) The term of office of each appointed
member of the board is four years, but each
appointed member serves at the pleasure of

tbe appointing authority. A vacancy in the
appointed membership occurring other than
by expiration of term shall be filled in the

same manner as the original appointment,

294.905

but for the unexpired term only. [1973 c.748 §19;
1979 c.608 §7; 1981 c¢.880 §18; 1989 c.1006 §2]

294.890 Board members serve without
compensation; selection of chairman. (1)
A member of the board shall serve without
compensation.

(2) The board shall select one of
members as chairman, for a term and with
the powers and duties necessary for the per-
formance of the functions of the office as the

board shall determine. (1973 c.748 820]
294.895 Board duties, generally. The
board shall:

(1) Advise the council and the investment
officer in the management of the investment
pool and in the investment of all funds de-
fined in ORS 293.701 (2)(r) and invested pur-
suant to ORS 293.721.

(2) Revic.v the rules promulgated by the

investment ohicer as authorized under ORS
294.825 (4).
(3) Consult with the council and the in-

vestment officer on any matter relating to
the investment and reinvestment of funds in
the investment pool and on any matter re-
lating to the investment or reinvestment of
funds defined in ORS 293.701 (2)(r) and in-
vested pursuant to ORS 293.721. [1973 c.748 §21;
1981 ¢.SSO §19]

COUNCILS OF GOVERNMENTS

29-4.900 “Council of governments” de-
fined. As wused in ORS 294.900 to 294.930,
“council of governments” means an entity

organized by units of local government under
an intergovernmental agreement under ORS
190.003 to 190.110, which does not act under
the direction and control of any single mem-
ber government and does provide services di-
rectly to individuals. (1987 0666 8l]

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.

294.905 Budget committee;
ship; term; vacancies; officers; meetings
to be public. (1) A council of governments
shall establish a budget committee in accor-
dance with the provisions of this section.

(2)
the members of the governing body of the

council of governments and an equal number
of representatives of the services provided by

member-

the council of governments. |If there are
fewer representatives of the services than
the numoer of members of the governing

body of the council, the governing Dody and
the representatives willing to serve shall be
the budget committee. If there are no repre-
sentatives willing to serve, the governing
body shall be the budget committee.

its

The budget committee shall consist ot



Incentive Under Consideration Suggested Bonus Value
* (maximum percent of contract)

Disadvantaged Business Enterprises/ Equal
Employment Opportunity, both state and federal Recommended bonus ... 2%
mandates are address by the current program.

(5% of the value of the qualifying DBF./EEO contracted
services, up to the allowable maximum dollar amount, would

be paid.)
Alaska Hire Program, currently a state program
which mandates the use of the local work force Recommended bonus ... 2%

on state funded construction projects.

(5% of the salaries —as documented in the certified payroll
- for all alaskan workers, up to the allowable maximum
dollaramount, would be eligible for a bonus.)

Alaska Bidder's Preference, currently a state

preference program within AS 36.30 which gives Recommended bonus ... 2%
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.

Alaska Products Preference, currently a state

preference program within AS 36.30 which gives Recommended bonus . .. 2%
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 0r 7% of the invoice amount - as documented by the

manufacturer - for all alaskan products, up to the allowable
maximum dollar amount, would be eligible fora bonus.)

Subcontracting, currently the state requirements

within AS 36.30 make it difficult, though not Recommended bonus . .. 2%
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% of the value of the qualifying alaskan subcontracted

services, up to the allowable maximum dollaramount, would
be paid.)

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 DEE contracts valued at $50,000 would

produce the following bonus.

« Bidder's Pre

« Alaska Prod

ference forthe prime yields a bonus of $1,000,000

uctpreference for locally manufactured

concrete components with a manufactured value of

5300,000 a
$300,000

nd aDCED Qass Ill certification yields
times .07 = $21,000.00, but by specification

this amount is capped at

¢« Alaska Hire

based upon acertified payroll of $400,000 yields $400,000

e Subcontract

based on

ing Bonus

subcontracts valued at$100,000 yields $100,000

« DBE Subcontracting Bonus

based on

subcontracts valued at $50,000 yields $100,000

times

times

times

timei

.02

.05

.05

.05

Yields a subtotal Projectbonus of

But, tire OVERALL PROJECT bonus iscapped at5%. Thus the

maximum

amoimt payable to the contractor on a $1 million av/ard

is

$20,000.00

$20,000.00

520,000.00

$5,000.00

$2.500.00
$67,500.00

$50,000.00
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Section

16.0V
16.02:
16.03;
l6.04:
16.06:
16.06:

16.01:

16.02:

Definitions

Definitions.

Employment of Investment Advisor ,
Authority of Investment Advisor to Invest Funds

Use of Securities pepository; Nominees

Review of Investment Performance

Notice lo Cease and Destsi

¢ These are the standard rules for investment advice and management

promulgated by the Commissioner of Public Employee Retirement pursuant to
M.C.L. c. 7. s. 50 and M.G.L. c. 32. ss. 21 and 23. Except as may otherwise b"
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, tnesc rules shall govern investment advice and management provided
to any retirement board in the Commonwealth.

Unless a different meaning is plainly required by the context, words and phrases
used in 840 CMR 16.00 lo 840 CMR 22.00. inclusive, shall have the meanings
assigned them by 840 CMR 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 retirement board fiduciary means any person who exercises any
discretionary outnonty or discretionary control respecting management -of the
funds of any retirement system or exercises any authority or control respecting
management or disposition of its assets, including, without limitation:

(aj Any retirement board member:

foj Any retirement board staff member who exercises such author,ty or

control:

(c) Any investment advisor.

(2) Investment advisor means any person who provides investment advice to. or
manages tne iuncs of. a retirement system with or without compensation
including, without iimiiaiion, any retirement board member, fiduciary,
employee, broker or agent who provides such advice or manages such funds.

(3) Person means an individual, partnership,_joint venture, corporation,
association, trust, estate or organization of members of a retirement system.

(4) Qualified investment advisor means an investment advisor who is:
(a; registereo as ar, investment advisor pursuant to the investment Advisors
Act 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 of assets in
a pian pursuant to tne laws of more thar, one state: or
(d) a person determined by the Commissioner of Public Employee Retirement
to have an investment management record, including experience managing
the investments of one o: more Massachusetts public empiovee retirement
systems, that qualifies such person to serve as an investment advisor:
provided that any board seeking to employ as a qualified investment advisor
any person qualifying under 640 CMR 16,01(4)(d) shall set forth, in writing, its
justifications for doing so. and provided further that the commissioner, in
making said determination, snail set forth ir. writing his justification for
approving such person as a Qualified investment advisor under 640 CMR
16.01(4)(c).

Employment of Investment Advisor |

a%) Any board may employ a qualified investment advisor as oefined in 540 CMF,
01( ) to advise the board on investments or to manage the funds of the system.
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16.02: continued

(2) No person who is not r'Qualified investment advisor as defined by 840 CMR
16.01(4) shall advise any xsit 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 year

(@) 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.

IE.(2:  Authority cf Investment Advisors to Invest Funds

(1) Any retirement board may by vote authorize a qualified investment 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 statement of
investment oblectives 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 requirements 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 investments monthly
and shall approve each investment transaction within thirty (30) cays following
settlement of the transaction.

2ECK: Use cf Securities Depository: Nominees

(1) /my board may designate one cr more banks or trust companies, organized
under the iaws of the Commonwealth or of the United States, custodian 0' 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
facilitating security trading and certificate delivery.

15.05: Review of investment Performance

(1) Every retirement board shall review the performance of system investments
at least semi-annually. «

(2) Every retirement board that has a qualified investment advisor shall at least
semi-annually:

(a) require its investment advisor to provide a comprehensive written report

A of investment performance.
fo) review each such report in depth with its investment advisor.

1E.05: Notice :0 Cease and Desist

121/E6

If the Commission r cf Public Employee Retirement has reason to believe
that any person including, witnout limitation, any board or memDer or
investment 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 mat protection of system funds so require, he may:

() Remove any such investment advisor.

840 OVR - 54

nirw wnir'r-



840 VR PUBLIC BVPLOYEE RETIREIVENT ADMINISTRATION

1606 continued

(2) Revoke any cxempjjon granted to such board pursuant to 840 CMR 16.05.

(3) Petition thesuperior court locompel the observance and restrain the
violation of any provision of M.G.L. c. 22.s. 23 andofB40CMR16.00tnrough
2.00. /,

REGULATORY AUTHORITY

640 cMr 16.00:

M 2, s. 50:
i M

.G.L. c.
.G.L c. 32.ss. 21 and 23.

12131/BE 840 OVR - 5
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840 CMR 17.00: STANDARDS OF CONDUCT FOR FIDUCIARIES AND INVESTMENT

Section

ADVISORS

i v

17.01: Bonding of Persons Having Access to Retirement Board Funds
17.02: Code of Ethics for Fiduciaries

17.02:
17.04:

17.01:

Standards of Conduct for Fiduciaries
Standards of Conduct for Investment Advisors

These rules establishing standards of conduct for fiduciaries and investment
advisors ere promulgated by the Commissioner of Public Employee Retirement
pursuant to M.G.L. c. 7. s. 50 and M.G.L. c. 32, ss. 21 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 to 640 CMR
14.02, or by st. tute. these rules shall govern the conduct of all retirement board
fiduciaries and investment advisors. No person who is not a Qualified investment
advisor as defined by 840 CMR 16.01(4) shall provide investment advice to or
manage the funds of any retirement system.

Bondinr of Persons Having Access to Retirement Board Funds

Al]) persons having access to retirement 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 integrity and act in an ethical
manner in their dealings with the public, retirement board, employers,
employees, and fellow fiduciaries.

(2) Fiduciaries should conduct themselves and should encourage other fiduciaries
to perform their functions in a professional and ethical manner that will reflect

credit on themselves and their profession.
%

(3) Fiduciaries should act with competence and should strive to maintain 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

12/31/86

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

(1) Every fiduciary shall:
(&) Discharge his or her duties for the exclusive purpose of providing benefits
to retirement system members and theiFbeneficiaries;
(b) Act 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 conducl of an enterprise of like character
and with like aims:
(c) Diversify investments of the retirement system so as to minimize the nsk
of large losses uniess under the circumstances it is cieariy prudent not to do
SO;
(d) Operate in accordance with retirement system procedures, documents
and instruments: anc
(e) Inform each retirement 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.
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17.02: continued

(2) No fiduciary shall: -
(@) Receive additional compensation for services as a retirement board
fiduciary if be or she is employed full-time by an employer whose employees
are members of that retirement system except as otherwise provided by law;
fb) Deal with, retirement system assets for his o: her own account or in his or
her own interest;
(¢) Act in any manner affecting a retirement system on behalf cf am person
or organization whose interests are adverse to Uie interests of the system, us
members 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 retirement
system assets:
(e) Cause a retirement system, to engage in a transaction which involves,
directly or indirectly, a sale, exchange, lease or vansfer 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 credit
to or by, a party in interest. A party in interest includes:
1. any board member, fiduciary, employee, broker, agent or person
providing services to the board,;
2. any organization of members of the retirement system;
2. any corporation. pa-tncr-hip, or trust or estate of which or in which 10
percent or more of —
a. the voting stock or value of all stock of such corporation.
b. the interest in capital or profits of such partnership, or
c. the beneficial interest of such trust or estate, is owned directly 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

32/33/86

(1) Compliance with Applicable Law.- Reruiations. Code of Ethics and

Stanoarns o: Gcnctict.
laj Knowieore of and Complaince with Applicable Law, etc. Evertl
investment aovisor snail maintain knowiecge o: anc snail compiy with all
applicable laws arc 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.
@) Assisting Lezai and Ethical Violations Prohibited. No investment advisor
snail Kiiowingjy participate in, or assist any act tr. violation of ally statute or
regulation governing securities matters 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 Materia! Ntn-pubbc Information Prohibited. Everyl investment

advisor snail comply witn all laws and regulations relating to the use of

material non-public information. No investment advisor shall communicate

or take investment action or. the basis of such information until it is publicly

disseminated and any investment advisor who acquires such information,

otner than as a result of a special or confidential relationsrup with an issuer,

shall make reasonable efforts to achieve public dissemination of such
x information by the issuer.

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

(3) Investment Recommenpaiions and Actions.
(al Reasonacie moment. Every investment aovisor shall exercise diligence
and tnorougnness tr. making investment recommendations and in taking
investment actions for a retirement boars and shall:
1 have a reasonable and aoeouate basis for each investment
recommendation and action, supported by appropriate research and

640 OVR - €E
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17.04; continued

investigation: and
maintain ‘ibpropnate records to support the reasonableness of each

investment recommendation and action,
fb) Portfolio Investment Recommendations and Actions. Every investment
advisor snaii. wnen maxing an investment recommendation or taking an
investment action for any portfolio or retirement 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 portfolio
and the basic characteristics of the investment involved. An investment
advisor shall use reasonable judgment in determining the factors to be

i 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
statement, orally or in writing, which materially misrepresents tne services that
the investment aovisor is capable of performing for the board, the qualifications
of the investment advisor, the investment performance that the investment
advisor has achieved or can be expected to achieve for the board or the expected
performance of any investment.. No investment advisor shall make any
unsupported statement concerning these matters or any statement, orally or in
writing, about any investment which guarantees or conveys any unsupported
assurances, explicitly or implicitly.

(5) Fair Dealing With Retirement Boards. Every investment aovisor shall act in
a manner consistent witn tne investment advisor's obligation to deal fairiy with
a board when making investment recommendations, making material changes in
prior investment aovice, and taking investment action.

(6) Priority of Transactions. Every investment advisor shall conduct himself or
herself in such a manner tnat transactions for the retirement board have priority
over personal transactions, and that personal transactions do not operate
adversely to the board's interest. An investment aovisor making 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 Conflicts.

(@ An investment aovisor, when making an investment recommendation, or
taking an investment action, shall disclose to the board in writing any
conflict of interest the investment advisor may have and any beneficial
ownershiﬁ of the securities involved which couic reasonably be expected to
impair the investment advisor's ability to render unbiased and objective
advice.

fo) An Investment advisor shall disclose to the board In writing all matters
which could reasonably appear to interfere with the investment advisor's
duty to the board or ability to render unbiased and objective advice.

(c) An investment advisor shall also compiy with all requirements as to
disclosure of conflicts of interest imposed by law and by ruies and regulations
of organizations governing the activities of investment advisors and shall
compiy with any prohibitions or. such activities if a conflict of interest exists.

(8) Compensation.
(aj Disclosure of Additional Compensation Arrangements. An investment
advisor snail inform the ooaro of any arrangements for compensation by
others in connection with the investment advisor's services to the board.
(b) Disclosure of Referral Fees. Am investment aovisor shall cisciose to the
boaro any consioeratior. paid or expected to De paid to others for
recommending the services of the investment advisor to the board.

(9) Relationships wilh Others. /
(a) Preservation of Confidentiality. An investment advisor shall preserve
the confidentiality o: information communicated by theboard concerning
matters within the scope of the confidential relationship, unless the
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17.04: continued
if,

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 Retirement,
fb) Maintenance of Independence anc ObiectivMv. An investment 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'lcnt and Liability.
(@ Every investment aovisor shall be deemed to have agreed with the
retirement 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 limitation, 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 Retirement 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, without
limitation, 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. that neither the board nor the Commissioner of Public Employee
Retirement shall be liable to the investment advisor for any sucn loss, by
way of indemnity or otherwise, or for any such removal.
(b) No investment advisor removed by the Commissioner pursuant to
640 CMR 17.04(10)(a)2. snail continue to serve or be employed as an
investment aovisor by any other retirement board except as may otherwise be
authorized by the Commissioner.

REGULATORY AUTHORITY

850 CMR 17.00: . 7.s. 50;

M.G.L ¢
M.G.L c. 32, ss. 21 anc 22.
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840 AVR 18.00: STATEVENT OF INVESTIVENT OBJECTIVES

Section
18.01:
18.02:
18.C2;
18.04:

18.01:

IE.OL1":

General Requirement
Matters to be Inciuoed in Statemerij of Investment Objectives

Alternative Time Horizons
Updates of Statement of Investment Objectives

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 statement of investment
objectives and shall, on or before December 31 of every other year, file a
statement updating the most recently filed statement of investment objectives.

r

Matters to be Included in Statement of Investment Objectives

Every statement of investment objectives shall be filed on Form 18-1, shall
cover the three (3) year penod starling January 1 of the year following the year
for which the statement is fiied, and shall include the following information:

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

(2) Investment Advisor. Tne terms of employment and compensation of Eny
investment aovisor and any retirement board fiduciary receiving additional
compensation as a fiduciary"

(3) Investment Policy. A statement of investment policy' indicating how
investment oojectives ‘are to be accomplished including the investment
philosophy and method of investment, whether an investment advisor will be
employed and, if so, the method of selection to be used, and including the
method to be used to seiect brokers on a competitive basis for investment
transactions;

(4) Rate of Return. A statement of the rate of return objective for the entire
portfolio wrucn snail be at least one per cent 1 basis points) greater than a
composite performance index consisting of thirty per cent of the Standard and
Poors "SOO’ Stock Index and seventy per cent of the Shearson Lehman
Government/Corporate Bond Index, cumulated quarterly;

(5) Risk. Tne expected level of risk for the equity portion of the portfolio
expressed in terms of an annual average beta coefficient with 1.U equal to
market volatility which,, for boards partially or wholly exempt from statutory’
investment restrictions pursuant to 840 CMR 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 Mix. Tne expected portfolio asset mix, expressed as a percentage of
tne entire portfolio, of equities, fixed income investments and cash and snort
term investments;

47) Diversification. Tne expected degrei of diversification by asset class for
equities, hxeo income investments and cash ind short term investments; and

(8) Other. Such further information as may be required pursuant to 840 CMR
18.03 of these rules or as may otherwise be required by the Commissioner of
Pubiic Employee Retirement.

18.03: Alternative Time Horizons

8/7/87

/-my board and any investment advisor empioved by a board may use time
horizons other than the three (3) year period prescribed by 640 CMR 18.02 for
establishing investment 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.O< 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 omecti'.since that statement or int
most recently fiiec updating statement was fiied.

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

Section

* 0

19.01:  Application for Exemptl/?)n

Matters lo be Included in Application

Determination of Qualifications of Investment Advisor: Review of
Application 7

Rating of Investment Performance and Qualifications

Partial, or Complete Exemption by Commissioner

Change of Investment Advisor

Revocation of Exemption

19.02:
19.02:

19.0c
19.C8;
19.08:
19.07:

19.0t:  Application for Exemption

Amy board may apply for exemption from the restrictioirs on investments of
M.G.L c. 22, s. (2fb), Clause (i) to (vii), inclusive, by filing an application on
Form 19-% 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

12/31/86

Every application for exemption shall include the following information:

() 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.

(20 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 Tne investment advisor's experience with public and private pension
accounts, indicating whether the investment advisor has previously managed
public pension fixed income, equity and cash and cash equivalent accounts, and
private pension accounts.

(49 Whether the investment advisor is registered under the Investment Advisor's
Act of 1940,

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

(@ Fixed income investments by industry,

fp) Equity investments by industry.

c) Cash and cash equivalent investments.

Edg Economic conditions.
(e) Market trends.
(f) Portfolios.

(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 840 CMR 18.0114).

(2) Review of Application. If the Commissioner determines that the board has
I 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
advLsqgr in accordance with 840 CMR. 1S.04.

19.04: Rattnr of Investment Performance and Qualifications

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

(a) Average return ivieici on investments relative
to the meoian average return (yield) of all boarcs
for the two years next preceding January 1 of tne
year of aoplicat ion.
1. greater than median* 1.%
2. greater than median ¢ .75* tomedian ¢ '.555
2. greater than medianto median ¢ .75*
4. greater than median- .7551 tomeoian
5 median -.75* or lower
(b) ™o year compound annual time weicnted rate
cf return pf investment portfolio for tne twc years
next orececing January 'l of tne year of application
1. greater tnan or eoual tc Salomon brcine*s
Hicn Grace Long Terr, bond inoex or greats’
Iran or eoual tc tne S.nearson Lervr.an/Amer.,,
Express Government/ Corporate Eono Inoex.
2. less tnan octh inoexes.

rt‘ormance c‘ Investment Aovisor
(@) rive (5) year compounc annua time weighted rate
of return of fixed income investments <cr the five
years next preceding January * of tne year of
application.
greater tnan or eoual to tne Salomon brothers
Hion Graoe Long Term bond Inoex or greater 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 ecuity investments for tne five years
next preceding janaury 1 of the year of aoplication.
1. greater tnan or eoual to tne Stancarc anc
Poors "500" Slock Composite Inoex. .
2. less tnan tne inoex.
(cl rive year compounc annual time weighted rate cf
‘etur.n o' cash anc casn ecu"s'f.er.t investments :cr tne
five years next preceding January T ci tne yea. of
aoplication.
*, greater tnan or eoual tc 90 ocay Treasury bills.
2. less tnan 90 cay Treasury Bills.
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19.0C continued

(3) Professional Qualiflca.>ons cf investment Arvisor.
Investment aovisor is, or nas & leas', one lulf-iime
staff 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
financial or economic analysis at a college or university

(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 applicat ion.
(a) Public fixed income accounts.
1. If managed
2. If not
(t) Public equity accounts
1. If managec

2. If not
m (¢) Public cash and cash eouivalent accounts,
1. If manaoed
2. If not
(d) Private pension accounts
1. If managed
2. If not

fieoistration of Investment Advisor Uhoi
the Investment Aovisors Ac. o' 1970

(6i Investment Advisor's Review and Control Procedures
Investment aovisor's review anc control procecures
incluoe:
(a) Computer capability permitting caily pricing of
port folios
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. Interest rates
a. Il yes
b. If no

12/31/86
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continued

of Total Points
pcss idle

(7) b ilv Suoefvisj,0" of Portfolio.
(a) investment ac'visor is, or ivs al least one
full-time stall person ncia is. a memoer of tne
Financial Analysts Feneration and is Qualified to

analyze: 24
T. Fixed income investments by ir.oustry
, a. |If yes 4
C. 1lino 0
2. Eouity Investments by industry
a. If yes 4
D. Ifno 0
2. Casn and cash eouivalenl investments
a. Il yes 4
c. 1no 0
4. Economic conditions
a. If yes 4
t. 1no 0
5. Market trenos
a. If yes 4 -
t. Ifno C
6. Fortfolios
a. If yes 4
b. If no 0
(S) Investment aovisor Has tracing cacaoility in: b

(a5 Fixed income investments

1. If yes 2

2. If no C
to; Eouity Investments

1. If yes 2

2.7 lIfnc C
(c) Casn and casn ecuivalent investments

1. If yes 2

2. If no 0

v.ssione

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:

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

‘artia: s-xemmio:
() Boaros assigned 60 points or more but less than 70 points pursuant to
"840 CMR 1S,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 1S.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. eecuremem
systems are autnenzee
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19.06- Change of Investment Advisor

Any board grantedfparua) or complete exemption pursuant to 840 CMR 1S.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 snail remain in effect pending tne
Commissionerfi 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. ¢. 22 s. 23(2)fb>. Ciause (i) to (vii), inclusive

19.08: Right of Anneal

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. 221A.

REGULATORY AUTHORITY

. S. 50:

640 cMR 19.00: c.7 :
c. 22.ss. 21 and "2.

M.G.L
M.G.L.
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840 CMR 20.00; STANDARD RULES FOR INVESTMENTS BY EXEMPT BOARDS

Section

1

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*.: Standard of Care

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

12/31/86

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

20.01:

20.00:

MO CMR:  PL’EUC RMPCOVEE RETIREMENT ADMINISTRATION

continued

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

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 issuedand
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.

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 atall times shall carry a
quality rating of Aor 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

:2/2i/ES

(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 ;0( aI\I/ touity holdings in any tweive month penod.

(7) Equity holdings may be sold at a loss

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

(99 Commingled real estate equity funds shall not exceed 5\ 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:
(@ money market funds;
(b) securities rated A-1 by Moody or P-1 by Standard and Poors or better by
a recognized credit rating service;
(€) 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

(D 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 0: 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.

REGULATORY AUTHORITY

22/22/86

840 CMR 20.00: .s. G

M.G.L. c. 7
M.G.L. ¢. 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:
(@ 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

22/21/85

Min innniiiimwuMnmrinffMiinrnn

. s 50:

840 CMR 22.00: M.C.L c. 7 :
M.G.L. c. 22. ss. 21 and 22.

840 CMR - 72
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6o cmr :20c Of CAINS ANT) LOSSES ON FIXED
INVESTMENTS; TRANSFERS TO PRIT FUND

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
22.0S. Recognition of Gain or Loss on Transfer of Assets tc PRIT Fund

INCOME

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 640 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.Q2 to
22.05, inclusive, if each security has a time lo maturity of at ieast three years
and such,purchase and sale:
(@ 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 excnangesof 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

8/7IET

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

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 matunty of
sucn secunty. The divisor is tne sum of tne mtrxet vaiues of such secunties at
tne time of exchange.

C2.C5- Recomition of Gam o* Loss on Trar.sfe- ¢f Assets t¢ PRfT r unc.
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.s5. 21 and 22.

E/7IET 840 CMR - 76



840 CMR: PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION

840 CMR 23.00: RECOGNITION OF GAINS AND LOSSES

Section i I

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

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.

REGULATORY AUTHORITY

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

Senator Tim Kelly, Chair STATE CAPITOL SUITE 101
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SPONSOR STATEMENT

SB 212: "BUY ALASKA" LEGISLATION

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’ 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 Modifications to
Implement 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 table on following page)
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Incentive Under Consideration Suggested Bonus Value

Disadvantaged Business Enterprises/ Equal

Employment Opportunity, both state and federal Recommended bonus ... 2%
mandates are address by the current program.

(5% of the value of the qualifying DBE/EEO contracted

services, up to the allowable maximum dollar amount, would

be paid.)

Alaska Hire Program, currently a state program

which mandates the use of the local work force =~ Recommended bonus . .. 2%
on state funded construction projects.

(5% of the salaries —as documented in the certified payroll

- for all alaskan workers, up to the allowable maximum

dollar amount, would be eligible for a bonus.)

Alaska Bidder's Preference, currently a state

preference program within AS 36.30 which gives Recommended bonus ... 2%
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.

Alaska Products Preference, currently a state

preference program within AS 36.30 which gives Recommended bonus ... 2%
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 0r 7% of the invoice amount - asdocumented by the

manuractyrer - for all alaskan products, up to the allowable
maximum dollaramount, would be eligible fora bonus.)

Subcontracting, currently the state requirements

within AS 36.30 make it difficult, though not Recommended bonus ... 2%
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% of the value of the qualifying alaskan subcontracted

services, up to the allowable maximum dollar amount, would
be paid.)

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

» Alaska Product preference for locally manufactured
concrete components with a manufactured value of
$300,000 and a DCED Class Il1 certification yields
$300,000 times .07 = $21,000.00, but by specification
this amount is capped at

» Alaska Hire

based upon a certified payroll of $400,000 yields $400,000 times .05
» Subcontracting Bonus

based on subcontracts valued at $100,000 yields $100,000 times .05
» DBE Subcontracting Bonus

based on subcontracts valued at $50,000 yields $100,000 times .05

Yields a subtotal Project bonus of

But, the OVERALL PROJECT bonus is capped at 5%. Thus the
maximum amount payable to the contractor on a $1 million award is

$20,GJ0.00

$20,000.00

$20,000.00
= $5,000.00

= $2.500.00
= $67,500.00

$50,000.00
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CHAIRMAN, MEMBERS OF THE COMMITTEE, MY NAME IS RESA JERREL, AND
I AM THE STATE DIRECTOR FOR THE NATIONAL FEDERATION OF INDEPENDENT
BUSINESS - MFIB/ALASKA. I AM HAFPY TO BE HERE TODAY IN SUPPORT OF
SB 212.

NFIB/ALASKA IS COMPRISED OF 4,400 SMALL AND INDEPENDENT BUSINESS
OWNERS. THE LEGISLATIVE AGENDA OF NFIB/ALASKA IS DETERMINED BY OUR
BALLOT. THE BALLOT IS OUR ANNUAL POLL OF OUR MEMBERS ON A SERIES OF
ISSUES DEEMED CRITICAL TO SMALL BUSINESS. A MAJORITY VOTE, OF THE
MEMBERS IN RESPONSE TO THE POLL. SETS OUR POLICY AND POSITION ON
LEGISLATIVE ISSUES.

FOR THE RECORD THE FOLLOWING IS THE RESULT OF THE 1990
NFIB/ALASKA BALLOT QUESTION REGARDING GOVERNMENT COMPETITION:

Should legislation be passed that would restrict

government agencies from competing with private

business in Alaska?

Yes B37. No 6. Undecided 117.

CURRENT LAW REQUIRES PUBLICATIONS OF STATE AGENCIES TO BE
PRODUCED AT A STATE OPERATED FACILITY WHENEVER POSSIBLE. THIS PUTS
THE STATE IN DIRECT COMPETITION WITH SMALL. BUSINESSES. IT ALSD, PUTS
SMALL BUSINESSES AT A DISTINCT DISADVANTAGE IF THEY WANT TO DO
BUSINESS WITH THE STATE.

SECTION 10 ON PAGE 5, LINE 12 SB 212 REPEALS THAT LAW AND SHIFTS
THE PREFERENCE FROM STATE OPERATED PRINTING FACILITIES TO PRIVATELY
OWNED BUSINESSES. NFIB/ALASKA BELIEVES THAT 53 212 WILL HELP LIMIT
"HE SIZE AND COST OF STATE GOVERNMENT AND FOSTER ECONOMIC GROWTH IN
THE PRIVATE SECTOR.

ALTHOUGH IT DOES NOT ELIMINATE COMPETITION FROM OTHER STATE OR

M1 I | | i-1 /| v- A'f -



LOCAL AGENCIES WHOSE COMMERCIAL ACTIVITIES RANGE FROM GIFT SHOPS TO
DAY CARE AND VIDEO OUTLETS - IT IS CERTAINLY A BIG STEP IN THE RIGHT
DIRECTION.

THANK YOU FOR THE OPPORTUNITY TO BE HERE TODAY AND TO SUPPORT
THIS WORTHY LEGISLATION. I WOULD URGE YOU TO MOVE THE BILL OUT OF
COMMITTEE SO WE CAM, HOPEFULLY, SEE IT BECOME LAW THIS YEAR. IF YOU

HAVE ANY QUESTION, | WOULD BE HAPPY TO TRY AND ANSWER THEM.
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February 21, 1991
MEMORANDUM
TO: Representative Dave Choquette

FROM: Glenn T. Gray”"
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, ldaho, [Indiana, Ilowa, Louisiana, Maine, Massachusetts, Michigan,
Montana, New Mexico, New York, Ohio, Oklahoma, Oregon, South Carolina,
Washington, and Wyoming.



Representatives Choquette
February 21, 1991
Page 2

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 vresidency 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 1is given to in-state
business.

2State and Local Government Purchasing, 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 man the approaches
described above. For example, for certain contracts lowa 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.

1
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
gualify.

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
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TABLE ONE
In-state and Other Preferences Used for State Purchases

Contracts With

Manufacturers Small
Buslnoss

Roproclty

Other

In-Stato Printing May Provido For  Prison Industry _

Stato Proforonco Proforonco Local Salos/Sorvicos  Proforonco Proforonco  Practices Proforoncos
Texas No Yos Yes
Utah No Yes Yos No Yea
Vermont No Yes No
Virginia 4% for coal Yes Yos
Washington No Yes Yes Yes-10%  No Yos Handicapped
West Virginia 2% for commodities, Yes Yos

services & construction
Wisconsin No Yos Yes - right of  Yes Yoo 2% for sheltered
first rofusal workshops

Vo iy -
\/Vyommjg 5% for commodities 10% for printing If 75% Yes No

& construction

of work done In-state

Sources: The Council of State Governments, 1988, Stato and Local Government PurchasinP;
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

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

MEMORANDUM April 9, 1993

SUBJECT: Delegation of legislative authority in procurement bill draft
(Work Order No. 8-LS0878\J, 4-9-93)

Senator Tim Kelly

Attn: Josh

FROM: Theresa L. Bannister 9
Legislative Counsel

This memo accompanies the draft that you requested to add to your procurement bill
provisions relating to innovative procurement methods and a bonus pilot program.

In the general section authorizing innovative procurement methods, the use of the
innovative procedures depends on whether they would be in the "best interests" of
the state. Using this test as the standard may be considered to be an unconstitutional
delegation of legislative power because the legislature is delegating its authority
without providing adequate standards. In order to avoid this issue, you may wish to
consider identifying in more detail what standards the commissioner is to use when
malting the determination, or, in other words, what you want "best interests” to mean.

If I may be of further assistance, please advise.
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Bannister
4/9/93

SENATE BILL NO.
rN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE LABOR AND COMMERCE COMMITTEE BY REQUEST OF THE SENATE
ECONOMIC TASK FORCE

Introduced:
Referred:

A BILL
FOR AN ACT ENTITLED
"An Act relating to publications produced by state agencies and to the

procurement of property, property interests, and services by state agencies.”

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

* Section 1. FINDINGS, PURPOSE, AND INTENT, (a) The legislature finds that

(1) the state needs to develop and maintain a strong, stable, and prosperous
economy based on private investment;

(2) the existence of a strong and healthy free enterprise system s directly
related to the well-being and competitive strength of Alaskan businesses and to the opportunity
for Alaskan businesses to have free entry into the business market and to grow and expand;

(3) the use of products manufactured, grown, or produced in Alaska
strengthens, stabilizes, and diversifies Alaska’s economy;

(4) when governmental agencies purchase and use out-of-state products and
services, they reduce job-creating investments and limit the growth of the economy of Alaska;

(5) when bid documents for public contracts do not specify the use of available

-1-
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Alaskan products, comparable out-of-state goods are usually purchased instead, and these
purchases result in a loss of revenue in the state and weaken Alaska’s economic base;

(6) contracts are frequently awarded to out-of-state firms, even though Alaskan
suppliers, manufacturers, and providers of services are more accessible and responsive to the
needs of Alaska’s business community than their out-of-state counterparts;

(7) there is a need for Alaska to examine its purchasing practices in order to
ensure that state agencies support Alaskan businesses by making every reasonable effort to
identify available Alaskan goods and services and to foster bidding by local businesses and
labor forces;

(8) state agencies should look outside Alaska for goods and services only if
they have provided notice of the procurement in Alaska.

(b) The legislature declares that the purpose of secs. 3 and 5 - 17 of this Act is to
foster a procurer nt process where Alaskan businesses obtain a fair proportion of Alaska’s
total procurement contracts by providing Alaskan businesses with a fair, equitable, and
competitive bid process.

(c) It is the intent of die legislature that

(1) except as prohibited under AS 36.30.320(d), a state agency shall, when
practicable and economically feasible, design procurements in a way that fosters participation
by Alaska bidders or offerors;

(2) exceptas prohibited under AS 36.30.320(d), and unless it is anticipated that
two or more Alaska bidders or offerors would be capable of performing the procurement, an
agency that is proposing a procurement shall, when practicable and economically feasible,
divide or otherwise structure the procurement so that it can be performed by Alaska bidders
or offerors, if the proposed procurement is too large to be performed by Alaska bidders or
offerors, and if the procurement officer determines that Alaska bidders or offerors generally
would be capable of performing the procurement if the procurement were reduced in size or
otherwise restructured; in this paragraph, "Alaska bidders or offerors” means persons who
qualify as Alaska bidders under AS 36.30.170(b).

* Sec. 2. AS 24.55.275 is amended to read:
Sec. 24.55.275. PROCUREMENT [CONTRACT] PROCEDURES. The

ombudsman shall adopt by regulation procedures consistent with AS 36.30 to be

o2-
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followed by the office of the ombudsman in procuring supplies, services,
professional services, construction, and office space [CONTRACTING FOR
SERVICES]. However, the procedures based on competitive principles do
[PROCEDURE 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:

(©) Notwithstanding other provisions of law, all rights, powers, duties, and
authority relating to the procurement of supplies, services, professional services, and
construction and the disposal of supplies for the University of Alaska are transferred
to the Board of Regents. Notwithstanding the other provisions of this subsection,
the University of Alaska is subject to AS 36.30.540fb) and 36.30.895. To the
maximum 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
commissioner of administration to implement this chapter. For the purposes of this
subsection, unless the context otherwise requires, in this chapter

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

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

(3) “chief procurement officer* means a person designated by the
president of the University of Alaska whose qualifications are substantially equivalent
to those provided in AS 36.30.010(a);

(4) "commissioner,”  "commissioner of administration,” or
"commissioner of transportation and public facilities" means the Board of Regents or
the president of the University of Alaska if so designated by the Board of Regents by
regulations adopted under this subsection; and

(5) "department" means the University of Alaska.

Sec. 4. AS 36.30.020 is amended to read:

Sec. 36.30.020. LEGISLATURE. Except as provided under AS 24.55.275.
the [THE] Legislative Council shall adopt and publish procedures to govern the
procurement of supplies, services, professional services, and construction by the

legislative branch. The procedures must be based on the competitive principles

t
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consistent with this chapter and must be adapted to the special needs of 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:

(@) The procurement officer shall give adequate public notice of the invitation

to bid -at least 21 days before the date for the opening of bids. If a determination 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
procurement officer for bids for supplies, services, or professional services. The
determination shall be made by the commissioner of transportation and public facilities
for bids for construction or acquisition of property for the state equipment fleet.
Notice shall be published in the Alaska Administrative Journal. The time and manner
of notice must be in accordance with regulations adopted by the commissioner of
administration. When 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 PROCUREMENT
METHODS. Notwithstanding the other provisions of this chapter, if the commissioner
of transportation and public facilities determines in writing that using innovative
construction procurement methods for the procurement of construction contracts would
be in the best interests of the state, the commissioner may modify the provisions of
this chapter as necessary to use the innovative methods when procuring construction

contracts. The determination must find that the innovative methods are not contrary
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to the intent of this chapter, demonstrate that the innovative methods are in the best
interests of the state, and describe how the innovative methods modify the procurement
methods and procedures of this chapter.

* Sec. 7. AS 36.30.336 is amended to read:

Sec. 36.30.336. APPLICATION- Notwithstanding other provisions of this
chapter, AS 36.30.322 - 36.30.338 apply to all procurements subject to this chapter,
except as provided in AS 36.15.050. AS 36.30.315 and 36.30.322(b) [AND
AS 36.30.322(b)].

* Sec. 8. AS 36.30.540 is amended to read:

Sec. 36.30.540. REPORT TO LEGISLATURE. On or before December 1
of each odd-numbered vear. [BEGINNING WITH DECEMBER 1, 1989.] the
commissioner shall biennially report to the legislature concerning procurements by
agencies. The report must include

(1) the records maintained by the commissioner under AS 36.30.510
and the records maintained under AS 36.30.520(a) for the previous two fiscal years;

(2) recommendations for changes in this chapter or other laws based
on implementation of this chapter in the previous two fiscal years;

(3) adescription of any matters that involved litigation concerning this
chapter in the previous two fiscal years;

(4) a list of procurements made under this chapter from out-of-state
sources during the previous two fiscal years together with the total number of
procurement contracts entered into during that period with out-of-state contractors and
the total value of these contracts; this paragraph does not apply to procurements made
under AS 36.30.320; and

(5) a list of procurements made under this chapter from state sources
during the previous two fiscal years together with the total number of procurement
contracts entered into during that period with state contractors and the total value of
these contracts; this paragraph does not apply to procurements made wunder

AS 36.30.320j.

(6) the number of bidders and offerors that bid on or made

proposals for procurements under this chapter, the number of these bidders and
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offerors that were located in the state, and the number of these bidders and
offerors that were located outside the state: this paragraph does not apply to
procurements made under 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

investment and brokerage services shall submit to the legislature on or before
December 1of 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 of 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, of investment
powers held by the commissioner of 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) and 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, of investment
powers or fiduciary duties of the Board of Trustees of the Alaska Permanent Fund
Corporation under AS 37.13, except as provided bv AS 36.30.540(b) and 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 of the customs, procedures, rules, or laws of the area.
* Sec. 14. AS 36.30 is amended by adding a new section to read:

Sec. 36.30.895. STATE POLICY FOR PROCUREMENT OF INVESTMENT
SERVICES. It is the policy of the state that state agencies that procure investment and
brokerage services increase the utilization of brokerage and investment services
provided by persons located in the state. In this section, "state agency" includes the
University of Alaska, the Alaska Railroad Corporation, the Alaska Housing Finance

Corporation, the Alaska Aerospace Development Corporation, the Alaska State Pension
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Investment 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 of 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 of publications by state agencies, except that the Board of Regents of the
University of 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 EXEMPTED UNDER AS 44.99.200(a) FROM BEING
PRODUCED AT ASTATE-OPERATED FACILITY AND EF] the actual annual costs
fo a [THE] publication of a state agency that are paid from the general fund exceed
$1,500, the publicauon must include a statement that gives the name of the agency
releasing the publication, the purpose of the publication, the cost for each copy of the
publication, and the city and state where the printing was done. The statement must
read: "This publication was released by . .. (name of state agency) . . ., produced at
a cost of $ per copy to . .. (statement of purpose) . . ., and printed in ..........
. (city and state where printed)." If the publication is required by law, the statement
must also include: "This publication is required by ... (appropriate citation to Alaska
law)." The statement may include, if applicable, a declaration of the revenue raised
by the sale of the publication or from the purchase of advertising in the publication.
The statement 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
composed of 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 number of copies produced. This section does not apply to a publication that is
intended primarily for foreign or other out-of-state use, or to a program for a public

ceremony of a state agency.

* Sec. 17. AS 44.99.230 is repealed.
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* Sec. 18. CONSTRUCTION BONUS PILOT PROGRAM. Waithin six months after the
effective date of this Act, the commissioner of transportation and public facilities shall begin
a two-year pilot program under AS 36.30.315, enacted by sec. 6 of this Act, for the
procurement of construction services by using bonuses to replace the preferences required
under AS 36.30. The commissioner is not required to make die determination required by
AS 36.30.315 for the pilot program, but shall issue a written description of how the innovative
methods modify the procurement metiiods and procedures of AS 36.30. Waithin 15 months
after the pilot program begins, the commissioner shall report to the legislature on the
construction contracts awarded during the first year of the pilot program. Within 27 months
after the pilot program begins, the commissioner shall report to the legislature on the
construction contracts awarded during the second year of 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 of this Act, applies to reports due after the
effective date of this Act.

* Sec..20. IMPLEMENTATION REPORTS, (a) The first report under AS 36.30 540(b),
enacted by sec. 9 of this Act, is due December 1, 1996, and must cover the 1996 fiscal year
of the reporting state agency.

(b) Within nine months after the effective date of this Act, a state agency that is
subject to AS 36.30.540(b) and 36.30.895, enacted by sec. 14 of this Act, and that contracts
for investment and brokerage services after the effective date of this Act shall submit to the
legislature a report on the state agency’s progress in implementing AS 36.30.895 during the
first six months after the effective date of this Act.

(c) On or before December 1, 1995, a state agency that is subject to AS 36.30.540(b)
and 36.30.895 and that contracts for investment and brokerage services after the effective date
of this Act shall submit to the legislature a report on the state agency’s progress in
implementing AS 36.30.895 during tire period that

(1) stans after the period covered in the report required in (b) of this section;

and

(2) ends June 30, 1995.

-8-
jlev Toxr. Underlined [DELETED TEXT BRACKETED]
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STATE CAPITOL, SUITE 101

Senator Tim Kelly, Chair
Senator Steve Rieger, Vice Chair JUNEAU. ALASKA 99801-1182
PHONE : (907) 465-3822

Senator Drue Pearce .
Senator Judy Salo FAX: (907) 465-3756

Senator Georgianna Lincoln

SENATE LABOR AND COMMERCE 3111 C STREET, SUITE 550
ANCHORAGE . ALASKA 99503

COMMITTEE (907Y561-7612

MEMORANDUM

TO: Senator Rick Halford
Senate President

FROM:  Senator Tim KeII%Chairss ,
Senate Lahor & Commerce Committee

DATE:  May 6 1998

RE: SB 212 - Relating to the production of State publications,
the procurement Tode, and State investments

| 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
requestof 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.

Thank you for your consideration.



ALASKA

KEEP THE CHANGE!!

October 27, 1993

A partnership program ol TO: Senﬁ'[()[ e||y

Anchorage Chamber 0S Fm

of Commerce

Anchorage Economic FROM Mar RUCker

Development Corporation BU ALASKA ProgramManager

University of Alaska .

D eeloomert Center RE: uestions for thePermanent  Fund and Department of
SDtate Otf Alatske} c EVENue

epartment of Commerce . .

and Econom ¢ Devlopment v%r r\z/av?lﬁ]s?that you do directly, what firms and what branches do you

What efforts have go% made fo work with brokers in Alaska, or to
provide credit to branches in Alaska?

In the Iasf five ,xears, has there been? incrﬁasgd amount of trades
one locally or increased credits to local branches®

What percentage of equity trades (listed and OTC) are done directly with
broﬁer}% |rn /ﬂas a7? FPiQed %ncome ﬁaées? ) y

Whalhgerc nta% of equif trades ,(Iis&e,d and OTC) are done V\gth firH]s
that have brancChes in" Alaska” Fixed income trades? How does this
compare to the national market share percentages of those companies?

Does any credit come hack to local offices on new issues purchased?

Please provide a recap of commjssions generated by each mone
managePanA By tragespdone wectly. ! Y y

ave g/ou_done any research on the impact of dirﬁcted trades on (ﬂuglitg
Q eﬁ CB’[IOH? Is"there any written. evidence that trades directed t
Alaska drokers would impact execution capability?

o Are Xou aware _of the soft %ollar arrangements your different mone
University of Alaska managers nave? Do any of these arrangements benefit the Permanent
Development Center Fund tate?
choroge, AL Do existing money manager soft dollar arrangements constrain them
(Q7) 2747232
@) 478-7232

IAX (Q07) 274 952a



from doing business directly with brokers in Alaska or f idi
crr%r&t géré% tou%hnoesses brlcr)ﬁgrgl with brokers in Alaska or from providing

Have you considered suggesting your money managers use step-outs?
Trade/s Hone wit one%iera apportionied out 90 otHers) -

P you include the] money management divisions of local investment
IrmS  In your searche

ould you consider aytomatically placing money management divisions
ocaY Investment r“ Irms, on ayslg) It ||%t |? ﬁ%y provide tP]e type of
management under consideration?

Have you considered using local firms for:

—securmes lendi ng loro rams
-C0 mones edging programs
~Underwriting?

Have you investigated the institutional capabilities of local brokers?

g des“ed {0 woJk with I cal brokers, th the firms' BOH% as to
F rgmc Qutsl you' require that serv*ces g ased
ocally? Would a/ou con5| er requestm a change of firm policy to meet
state pohcy or desires?

Are you willi encourage and nurture institutional brokerage
expe%se in A |21g 9 J !



PROGRAM RESULTS TO DATE
ALASKA FEBRUARY 1994

KEEP THE CHANG EIl

BJJYER/SELLER NETWORK

A partnership program nt

Statistics 1991 1992 1993

Anchorage Chamber
ol Commerce

. Enrollments 479 242 321
Anchorage Economic
Development Corporation Contacts 750 661 1700
mall Business
Development Center Matches 26 39 62
State of Alaska Match $ Value $1.85 Million $4.81 Million $6.1 Million
Department of Commerce Jobs Created 37 95 122

and Economic Development

Program to Date

1072 Organizations Enrolled

. 530 Buying Needs Researched

. 127 Buyer/Seller Matches

. $13 Million Retained in Alaska

. 255 Direct and Indirect Jobs Created

Major Matches

1991 Piqunig Management Corporation $1,200,000
Alaska Clean Seas $ 420,000
Mapco Express $ 60,000
1992 Keiwit Construction $2,500,000
Alaska Railroad $1,800,000
State of Alaska General Services $ 250,000
1993 Providence Hospital $2,500,000
University of Alaska $1,048,000
Sheraton Anchorage $ 125,000
Wal*Mart Stores, Inc. $1,500,000

ADVERTISING CAMPAIGN

University of Alaska
Small Business ) o ] _
Development Center Produced 6 major advertising campaigns for TV, radio and

430 W. 7th Avenue. Suite 110 newspaper utilizing over $500,000 of in-kind media donations.
Anchorage, Alaska 99501
LQO?} 274-7237

800) 478-7232
AX'(907) 274-9524



Anchorage Chamber
of Commerce

Anchorage economic
Development Corporation

University of Alaska
Small 8usiness
Development Center

Slate of Alaska
Department of Commerce
ard Economic Cevlopment

University of Alaska
Small Business
Development Center

«COW. 7th Avenue, Suite '10
Anchorage, Alaska 99501

(007) 7747232
(800) 478-7232
FAX (507) 274-9524

13:40 R .02

April 1, 1993

MEMORANDUM

T0: Senator Tim Kelly
Attention: Josh Fink

From: Mary Rucker, Program Manager, BUY ALASKA/

-

RE: BUY ALASKA for Brokerage and Investment Services

The ,Hnoortance of mpovatlve gollc and Ie%slatlon regarfﬂ the
consideraion and use of In-state Companies b¥ e State or Alaska IS
R]aram,ount to the success.or BUY ALASKA. The economic benefits to
e private sector are obvious.

We at BUY ALASKA sugpo.{t ﬁfforts to envarLce local purchasing of all
roqucts and sFrvm?s vailable here in Alaska. Wea IE)remat ,Your
onsideration of the ollowmﬁ report on the advantages and benefits of
In-state procurement of financial services.

Thank you.



BUY ALASKA
for

Brokerage and Investment Services

General comments on Department of Revenue and Permanent.Fund memos;
A “ﬂ'ca' 9?3'1”“ G R
[easons whyr it ap e

oThe rrecent Ies% natronal accounting firms from Alaska highlights the need
to nurture In-State professional Services.

T ro essronalr esIment officer by the state are pro rI

res ucrar res onsl |tya ance oblioation
cmme %ox evrew os ve asabegrnnr orworkrng
closer with the Alaska Inves mentc mmunit

tra/glets %gtn comprom srrogghnte%rlr%oar frducrary responsibility, many, if not all,

open 00 erat he reIaLron rbnrrnth the Alaska rnveﬂment communrtxwr
rove muu ee ICial 10 ers manaﬁ & more reao S10
rve stateo tne Very bes [rICes an servrce an do rokers outsice

Jhef Ilovvrn ents address only securities bro er% Aver%? lgnificant

esaeon money mana eme I P isue

er e eraeand monﬂ/ a age e It, the general principles o
Ly asa an I1S economic benerits app

Cooperation and mutual support wil me from a written policy m
clear the sta ?els |n(gentti 80%%0 netss ocgry CO ¢ from a written policy M+

S O S R e
|QuClary respons |eS

Response to Department of Revenua.Merno.randum dated March 9,1993;

*"A long standi of ncouai the management firms..,t
R R
- 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



A

p

R -

2 -93 SAT 13 141

have been done in Alaska?

«Portfolio managers use particular brokers to execute block trades for both good
executions an'd r%a ﬁet rnfgrma%on J

—Whrlec rtain rades one ett articular bro etr]s many t ades
ﬁn be rcrent re, ro% rs caI ro rrfb anm fiC ern%

&( yp OSEC er bl I’ CE9SES f%
eler %I’ICG 5 re Ured r rrate hat 1S nee IS a chance
WOF?( ?03& Witn State 1nv stmen ol ers

-Tradest\)rYrth Alﬁska}ﬂ brokers sho r} be done b tthose b(ho [idOVEt

Ere Ca@?on |s{ ? mr areCl% ftrans %Taskan

n pser ela nshrps Wi
roKkers can result In more revenues fl vvrng bac othesa

'obbh “”}%vdﬁd T R o e e
-Tradrng debt:

v It |
e e e R A
wrt utc ting R0 Ing poor Eecutions, CoMMENS e
l Need information on a trmely basis and access to institutional desks.
AL S SO, e o s 20 Gl
rn%ru{f roker pr sen used e Investmen ﬁc[e?] 1S W
nere greéter usecﬁrn ~state brokers. Intact, that IS one 0
e hig rea b0 40 M trades n-sa

2 Limting competition increases prices and Iessens access to information.

Sti{gd&rorlr(% rCs'r%lrW # ncesj1 uld nvestmen offr forced to‘qeal vvrthrb

PO é/Trnvestmentd Osseds oul maea Outrm EHS ude ocaeb/reorker

b

discussions an

3 Local brokerage firms need to be well capitalized.
ocalf drm aI owerh ses%[%% er Shears
en %rp ers clry §er a{r arne e s are\re
apita Ims Capa h dIr Stale ansactros In ad o several

o T 0, Byl el

mcreases t ecom e IVG environment | re Ucing

4. International securities

- .0 4
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opuraire: TALS, . e e N e MR AR

a Ing COSts o Impeding transactions.

- Alaska Is &urm %nﬁattennont the Pa ific. Rim, an attemptl assumea

smfcant Internat 0SIt10 nahu omm Nl f %xp}er Ise e
ens uture

on cal
UETIAIONAL Ivest gan awor(? pqerspec Ve Gl B8 Inges
economic growth.

Response to Permanent Fund Memorandum dated. Februarv 25]993-

In addition. to points already r-"vered above, the following addresses issues
spemfj Ictothe Fp rmanent EuXd J

e S AT
e accoug OKerage firms or offices. This does not |nc
international equity tra

with Alaskan offices. The lar [
e T i o offes. T gt

S VB TN o

-Tae maHor nationg| br er%g&ﬂrms ith offices In Alaska have, lar e|nst|[tutl nal

Iﬁ% g]ﬂona% }é r&c |3’ do s%n\}ﬁtﬁltrﬁeal cr@%'s% 'f?]sﬁlt%?lona? usmess
ermanent Fund could provide.

o eAIask bro f|rms hae|nst|tut|onal cam uters’{)

(items El?’lz
INS

i

onsh| em ﬁ? o dae o NEW.1SSUES

sava b m ormat| e
ro ers.in ker cou eop hese scy?e
eman %v?r W{ |cgl rom e state, 'some 10 iCes
are pronioite omcon ac mg he encles,

el ”Ses‘e% R
ag )&TE&C%WS tdodo gr ('fes Wl 9(56 Sﬁle |{} a%puc{g

com ersgg |%n|scessc|1ed er (ion (ﬁl 0 % 8
¥ I!1e eCOH]meC% ﬁ a(e OITICES, [€d5€

g Iy DIOKETAge. % hol
ggﬂmﬁ% gstatreoggor:fomyXIasﬁa economy, it 1 concomﬁan employment,

iommltment t%

j Ved%lrseoad%l%a%e@ [0 INcréase

Fees Generated;
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rthe te]search te]edg to be don deustbut tge ? }rér,r}grestrmates begin to

rnea srzeo erage IndUstry and potential for increase:
F 8%3)39%1 ﬁr&ejr%sge rndustry © $15-20000000
E evenue E@iur trade et approx.) 10001000
Eenue ncaom mate

eSt 04 004

ermanenr rncome Fest. prox)S [)
5170000
ogs o 'RFSE é% ustrial Development Export Authority
a Ho

Ajaska Rallroa
ar?r 3 u? qF!(nance Corporation
Ly

?ﬁma 2 costeconiary Education C%r ison

0
er State agencies anr:l cpe artments

g als do%s notrnclude the.' sarfr{ro "im ft {a t would hel re atrrate more

ollars Trom 8 n}ncrp 1es. school.dIStricts aurhoh ete. tosaéj

no rn&o prrvaec orations, "native corporations, and potentia newrnvestrn

ARY: De endrn on vvhat ercentage of tstate husiness

W Irec Eo entl d%Bexr rnﬁrea in- SH usIness up éé)—%%
prn off ene scou e sy stantraygreater

Impact on Employment:

e The |ocal, broker e rndustrX tends..to l)UfSt

reyenuev lume. vjﬁesome CONOMies se

volume wiT have a airect impact on employmen

|egrhrreraﬁr|e%%k%ﬂrIPrgk%gger&?n %rbnrty employs perhaps 200 people. These are

aterral ncreaernsate brokerarrge busrnes? dong in. Ala?kavvrl have a
dr c INCrease Irpermanen N

eS|
M%A e eas %skr ertise &e Pecton a0t Tteral rout nich Wil besent
Iaskans an errbus nesses that use rokerage SeIVICES.
lﬂec | broker Wil berF ndrng mf()re money ir.-state travelling to and visiting
ate INnves mento ICers in Alas

. B%Alaska nrrcilrcres f?r money management could result in adaitional material
Increases In employmen

er it st? frng levels. hased on
le exist, INCreases In revenue



EMPLOYEES' RETIREMENT SYSTEM
DISTRIBUTION OF BROKERAGE COMMISSION

lack manager is ch&rgod with the responsibility of ocaldng the boat
xecution and bent price in the beat interest of thu ERJ.

Jaeh manager ahall utilize the cervicen of Hawaii firms as much, eo
possible for tradeo, the general understanding being that the usage of
auch firms are solely for the purpose of the beat execution and boat price
ac the time of the trade (such ao vhoro a firm hae the stocks in inventory
w: W a block baaia).

Ail’ commissions generated by ERS business to Hawaii firms must revert 100%
bick to the credit of the Hawaii office, and accounted for as income by
die Hawaii office.

N<d trades of any advisor ahall be dono through a parent firm, a subsidiary
f:rm, or a related firm.

Nc advioor ohall use tradee or commissions for the purpoeo of paying for
ox compensating for research of other firms.

Ir those ER3 brokerege tr.uisaetions where no beat execution and beat price
oituations exist (such ae stock in inventory or on a block basin) and
whtre all brokerage firms can be competitive and provide beat execution
ani best price, each investment manager will allocate more than 20% of
total brokerage commioeion to any ono Hawaii fira-in any given year.

Ifiany of the Hawaii firms cannot execute trades on « competitive baoia
under normal circumstanced, and the situation continues over a period of
tine, the advioore are to inform the Trustees of the situation.

At Icaat thirty percent of all brokerage trannactiono ohall be directed to
the following brokers participating in tho ERS' Commiaeion Recapture
Pr< gram:
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ALASKA
XE6 P THE CHANG-E.!!
FACSIMILE TRANSMITTAL
Apjnnerjhio OQMG> Date: NEL/ __  # of Pages__ 2
Anchorage Chamber L
of Commerce To: .JOSH  F/allIC From: Warv Ficker
Anchorage Economic
Development Corporation Co: S&JdOJkh.fc & | jPhone: (907) 274-7232
University of Alaska
Smail Ousmess Fax No: 06 -31"(r Fax No:(907) 274-9L24
Development Center
State of Alaska
Department of Commerce MESSAGE
and Economic Oevlcpmem
Josh
L otill Loo A LL C Ifc z,

A CHtEE 1 Eloucy _

University of Alaska
Small Business
Development Center

430 W. 7thAuon 0, Surte 110
Anchorage. Alada 99301
@) 24722

(80) 478722
TAX (Q07) 274-9624
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J & S SERVICE CO.
800 McGrath Road
Fairbanks, Alaska 99712

(907) 457-3850 *1
FAX (907) 457-7895

Date A S 9 27

ST3LA- 0 R

FAX Number

From Jim Simko / J&S Service Company

FAX: 1-(907)-457-7895

Number poge3_ J2

Including cover sheet

Message: z _
[A | 770

Thank You

Simko

Cy/\
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J & S SERVICE CO.

TO» Senator Tim Kelley

Att: Josh Fink

Re: B ill #212

Dear Mr. Fink:

It has come to my attention that the honorable

chair person for this

information. s o>

My company is a local
Alaska. Wo do this by

publised. As in any bid

and are the low bidder
your company.

This procedure is fine

800 McGrath Road
Fairbanks, Alaska 99712
(907) 457-3850"
FAX (907) 457-7895

ill and aa such may be

company that supplies

responding to their

situation if you

than the award or

and as long as its

best way to insure competitive pricing.

As you can see by our

however this has changed

extreme low in 1992.

Keep in mind that these
first question is where

1].am-aware of' changes
minimum amount for bid
some of the decline.

The other area that seems to be responsible

enclosed graph this
indicated, with a with an

drastically as

are the number of

is the business

the’,procurement

from $5,000 to $25,000

source procurement letters.

This procedure allows
th?t he determines can
be. This procedure is
no public notice.

Unfortunately as almost
the local in state companies almost never

As the graph indicates

area | would greatly appreciate any changes
reversing the direction

the buyer to go directly
11\pm whaf.pvpr it. may
competition and with

provide t.hR nppripri
carried out without

(] PM ' \ m
P.2
3/24/94
Senator is the
interested in this

L rXe « F*rir.r

the University Of
reqguests as they are
their specifications

purchase order goes to

and public is the

how it was initially,

publised so the

regulations that, raised the
which accounts fcr

the wuse of sole

to a manufacturer

all of the manufacturers are located outside

and as a company with

of theses procurement

support with all my ability.

it.

much experience 1in this
your b ill may make in
regulations, and w ill



JOINT SENATE LABOR & COMMERCE COMMITTEE
AND SENATE ECONOMIC TASK FORCE
HEARING

NOVEMBER 17TH, 1993

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-It-Alaskan” Program
4. Other Public Comments

II. Financial Services

A. Dave Martin & Diane Wiike, Principals
McKinley Capital 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

ill. Pilot Bonus System within DOT/PF

A.

B.

«

Chris Gates, Director/Division of Economic Development
DCS)

Loren Rasmussen, Chief/Design Construction Standards
DOT/PF

IV. State Publications/Printing Policy

A.

B.

Charles Gray, Publisher
Fairbanks Daily Newsminer
Wayne Clark, Owner
Graphic North - Fairbanks
Paul Gauthier or David Thoene, Owners
Norstar Color - Anchorage
Bob Pavitt, President
Capital Copy, Ltd. - Juneau
Ken Wray, Owner
Ken Wray Printing - Anchorage



Proposed Provisions for Committee Substitute
for Senate Bill 212

Section 9 of Senate Bill 212 should be amended to include Alaska Industrial Development
Authority.

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.

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.

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.

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



